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IPSEN

Innovation for patient care Foop,

IPSEN S.A.

(organized under the laws of France as a sociéré anonyme, a company with limited liability)ﬁw S

13,933,895 Shares & 8 / ’O [7[,

This is the initial public offering of shares (the ‘‘Shares’’) of Ipsen S.A. (the ‘“*“Company’’). The Shares are being offered certain of
the Underwriters specified herein, through their selling agents pursuant to this offering circular to qualified institutional buyers in the
United States (the “‘U.S. Offering”’) in reliance on Rule 144A under the United States Securities Act of 1933, as amended (the
“‘Securities Act’’).

The Company is also offering the Shares outside the United States in reliance on Regulation S under the Securities Act pursuant to a
separate offering document (the ‘‘“Non-U.S. International Offering’’). The U.S. Offering and the Non-U.S. International Offering
(together, the “‘International Offering’’) will consist of 13,933,895 Shares.

The Company is also concurrently offering Shares in France through a public offering (the ‘‘French Offering’’) in reliance on
Regulation S under the Securities Act pursuant to a separate offering document. The French Offering (together with the International
Offering, the “‘Offering’’) will consist of 665,612 Shares. The International Offering and the French Offering combined will include
a total of 14,599 507 Shares.

The offering pri. 2y per Share in the International Offering and the French Offering are identical.

The Company is-sifering 7,699,507 newly issued Shares in the Offering, and Mayroy S.A. (the “‘Selling Shareholder’’) is offering
6,900,000 existing Shares in the Offering. See *‘Underwriting™’.

Goldman Sachs International, on behalf and for the account of the Underwriters, may also subscribe for up to an additional
1,154,925 new Shares from the Company, at the initial public offering price at any time until January 5, 2006, to cover over-
allotments and stabilization activities, if any.

Concurrently w’  the Offering, the Company is offering 250,000 newly issued Shares to certain employees in France. The employee
offering is no?/ ‘of .the Offering.

There is cqfx%ﬁa;:ﬁo market for the Shares inside or outside France. The Shares have been approved for listing on Eurolist by

Euronext™ " See **The Offering”’. The Shares will not be listed on any national securities exchange or quoted in any automated
interdealer quotation system in the United States.

See ‘“‘Risk Factors’’ beginning on page 10 for a discussion of certain factors to be considered in
connection with an investment in the Shares.

Offering Price: €22.20 per Share

The Company’s Shares have not been and will not be registered under the Securities Act and are being offered and sold in
the United States only to qualified institutional buyers in reliance on Rule 144A under the Securities Act. Prospective
purchasers that are qualified institutional buyers are hereby notified that the sellers of the Shares may be relying on the
exemption from the provisions of Section 5 of the Securities Act provided by Rule 144A. Outside the United States, the
Offering is being made in reliance on Regulation S under the Securities Act. Shares sold in reliance on Rule 144A are not
transferable except in accordance with the restrictions described under ‘‘Notice to Investors.”

The Underwriters expect to deliver the Shares through the book-entry facilities of Euroclear France against payment on December 9,
2005. The Shareg will be eligible for clearance through the Euroclear System and Clearstream Banking S.A.

Global Coordinator

Goldman Sachs International

Joint Bookrunners

Goldman, Sachs & Co. BNP PARIBAS

Co-Lead Managers
ABN AMRO Rothschild HSBC SG Corporate & Investment Banking

Offering Circular dated December 6, 2005
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This Offering Circular is confidential. Investors are authorized to use this Offering Circular solely for
the purpose of considering the purchase of the Shares described in this Offering Circular. Ipsen S.A.
and other sources identified herein have provided the information contained in this Offering Circular.
The Underwriters named herein make no representation or warranty, express or implied, as to the
accuracy or completeness of such information, and nothing contained in this Offering Circular is, or
shall be relied upon as, a promise or representation by the Underwriters. Investors may not reproduce
or distribute this Offering Circular, in whole or in part, and investors may not disclose any of the
contents of this Offering Circular or use any information herein for any purpose other than considering
the purchase of the Shares. Investors agree to the foregoing by accepting delivery of this Offering
Circular.

THE SECURITIES OFFERED HEREBY HAVE NOT BEEN RECOMMENDED BY ANY
FEDERAL OR STATE SECURITIES COMMISSION OR REGULATORY AUTHORITY.
FURTHERMORE, THE FOREGOING AUTHORITIES HAVE NOT CONFIRMED THE
ACCURACY OR DETERMINED THE ADEQUACY OF THIS DOCUMENT. ANY
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

The distribution of this Offering Circular and the offering and sale of the Shares in certain
Jurisdictions may be restricted by law. Persons into whose possession this Offering Circular
comes are required by the Company and the Underwriters to inform themselves about and to
observe any such restrictions. For a further description of certain restrictions on the offering and
sale of the Shares, see ‘‘Underwriting’’ and ‘‘Notice to Investors.”” This Offering Circular does
not constitute an offer of, or an invitation to purchase, any of the Shares in any jurisdiction in
which such offer or invitation would be unlawful.

NOTICE TO NEW HAMPSHIRE RESIDENTS

NEITHER THE FACT THAT A REGISTRATION STATEMENT OR AN APPL]_[(*TION
FOR A LICENSE HAS BEEN FILED UNDER CHAPTER 421-B OF THE NEW HA_ .:=HIRE
REVISED STATUTES WITH THE STATE OF NEW HAMPSHIRE NOR THE FACT THAT A
SECURITY IS EFFECTIVELY REGISTERED OR A PERSON IS LICENSED IN THE STATE
OF NEW HAMPSHIRE CONSTITUTES A FINDING BY THE SECRETARY OF STATE
THAT ANY DOCUMENT FILED UNDER RSA 421-B IS TRUE, COMPLETE AND NOT
MISLEADING. NEITHER ANY SUCH FACT NOR THE FACT THAT AN EXEMPTION OR
EXCEPTION IS AVAILABLE FOR A SECURITY OR A TRANSACTION MEANS THAT A
SECRETARY OF STATE HAS PASSED IN ANY WAY UPON THE MERITS OR
QUALIFICATIONS OF, OR RECOMMENDED OR GIVEN APPROVAL TO, ANY PERSON,
SECURITY, OR TRANSACTION. IT IS UNLAWFUL TO MAKE, OR CAUSE TO BE MADE,
TO ANY PROSPECTIVE PURCHASER, CUSTOMER, OR CLIENT ANY
REPRESENTATION INCONSISTENT WITH THE PROVISIONS OF THIS PARAGRAPH.

NOTICE TO INVESTORS

Because of the following restrictions, investors are advised to consult legal counsel prior to making
any offer, resale, pledge or other transfer of the Company’s Shares.

Each purchaser in the United States of the Company’s Shares offered in reliance on Rule 144A under
the Securities Act (‘‘Rule 144A°) will be deemed to have represented and agreed as follows:

(1) Such purchaser (a) is a qualified institutional buyer as defined in Rule 144A (*‘QIB’’) or a broker-
dealer acting for the account of a QIB, (b) is aware, and each beneficial owner of such shares has
been advised, that the sale of the Company’s Shares is being made in reliance on Rule 144A, (c) is
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acquiring the Company’s Shares for its own account or for the account of a QIB, as the case may
be and (d) is aware that the Shares are ‘‘restricted securities’” within the meaning of the Securities
Act and may not be deposited into any unrestricted depositary facility, uniess at the time of such
deposit such Shares are no longer restricted securities under the Securities Act.

(2) Such purchaser understands that the Company’s Shares have not been and will not be registered
under the Securities Act and are being offered in the United States in reliance on Rule 144A only
in a transaction not involving any public offering in the United States within the meaning of the
Securities Act.

(3) Such purchaser understands and agrees that such Shares may not be reoffered, resold, pledged or
otherwise transferred, except (a) (i) to a person whom such purchaser reasonably believes is a QIB
in a transaction meeting the requirements of Rule 144A, (ii) in an offshore transaction complying
with Rule 903 or Rule 904 of Regulation S or (iii) pursuant to an exemption from registration
under the Securities Act provided by Rule 144 thereunder (if available) and (b) in accordance with
all applicable securities laws of the states of the United States. No representation can be made as
to the availability of the exemption provided by Rule 144 for resales of the Company’s Shares.

(4) Such purchaser acknowledges that the Company, the Underwriters, the Selling Shareholder, their
affiliates and others will rely upon the truth and accuracy of the foregoing representations and
agreements.

AVAILABLE INFORMATION

The Company is not currently required to file periodic reports under Section 13 or 15(d) of the United
States Securities Exchange Act of 1934, as amended (the ‘‘Exchange Act’’). In order to comply with
requirements for the exemption for resales and transfers of the Company’s Shares under Rule 144A of
the Securities Act, the Company will either (a) ensure that it qualifies for exemption from
‘Section 12(g) of the Exchange Act by furnishing to the U.S. Securities and Exchange Commission (the
““Commission’’) the information required by Rule 12g3-2(b) thereunder or (b) provide upon request to
any holder or beneficial holder of the Company’s Shares or prospective purchasers designated by such
holder or beneficial owner information required to be delivered pursuant to Rule 144A(d)(4) under the
Securities Act.

ENFORCEMENT OF FOREIGN JUDGMENTS AND SERVICE OF PROCESS

The Company is a société anonyme, or limited liability corporation, organized under the laws of
France. All of the members of the Company’s Board of Directors reside outside the United States, and
a substantial portion of the Company’s assets and the assets of such persons are located outside the
United States. As a result, it may not be possible for investors to effect service of process within the
United States upon such persons or to enforce against them or the Company judgments of the
U.S. courts predicated upon the civil liability provisions of the U.S. securities laws. The Company has
been advised by its counsel that if an original action is brought in France predicated solely upon the
U.S. federal securities laws, French courts may not have the requisite jurisdiction to grant the remedies
sought. Counsel has also advised the Company that actions for enforcement of judgments of
U.S. courts rendered against the French persons referred to above would require such French persons
to waive their right under Article 15 of the French Civil Code to be sued in France only. The Company
believes that none of these persons has waived this right with respect to actions predicated solely upon
U.S. federal securities laws. In addition, actions in the United States under the U.S. federal securities
laws could be affected under certain circumstances by the French law of July 16, 1980, which may
preclude or restrict the obtaining of evidence in France or from French persons in connection with such
actions.
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INFORMATION FOR PROSPECTIVE INSTITUTIONAL INVESTORS IN FRANCE

This Offering Circular has not been and will not be submitted to the clearance procedures of the French
Autorité des marchés financiers (the ‘‘AMF’’) and accordingly may not be distributed to the public in
France or used in connection with any offer to purchase or sell any Shares to the public in France. For
the purpose of the public offering of Shares in France, a French language prospectus has been
prepared, consisting of the Company’s registration document (document de base) registered with the
AMEF on October 14, 2005 under number 1. 05-127 and updated on October 28, and November 4, 2005,
and a transaction note (note d’opération) which received visa no. 05-789, dated November 21, 2005,
from the AMF. This French language prospectus is the only document by which offers to purchase or
subscribe for Shares may be made to the public in France.

NOTICE CONCERNING THE EUROPEAN ECONOMIC AREA

In relation to each Member of the European Economic Area which has implemented the Prospectus
Directive (each, a ‘‘Relevant Member State’’), each Underwriter has represented and agreed that with
effect from and including the date on which the Prospectus Directive is implemented in that Relevant
Member State (the ‘‘Relevant Implementation Date’”) it has not made and will not make an offer of
Shares to the public in that Relevant Member State prior to the publication of a prospectus in relation
to the Shares which has been approved by the competent authority in that Relevant Member State or,
where appropriate, approved in another Relevant Member State and notified to the competent authority
in that Relevant Member State, all in accordance with the Prospectus Directive, except that it may,
with effect from and including the Relevant Implementation Date, make an offer of Shares to the
public in that Relevant Member State at any time:

(a) to legal entities which are authorized or regulated to operate in the financial markets or, if not so
authorized or regulated, whose corporate purpose is solely to invest in securities;

(b) to any legal entity which has two or more of (1) an average of at least 250 employees during the
last financial year; (2) a total balance sheet of more than €43,000,000 and (3) an annual net
turnover of more than €50,000,000, as shown in its last annual or consolidated accounts; or

(c) 1in any other circumstances which do not require the publication by the Company of a prospectus
pursuant to Article 3 of the Prospectus Directive.

For the purposes of this provision, the expression an *‘offer of Shares to the public’’ in relation to any
Shares in any Relevant Member State means the communication in any form and by any means of
sufficient information on the terms of the offer and the Shares to be offered so as to enable an investor
to decide whether to purchase or subscribe to the Shares, as the same may be varied in that Relevant
Member State by any measure implementing the Prospectus Directive in that Relevant Member State
and the expression ‘‘Prospectus Directive’’ means Directive 2003/71/EC and includes any relevant
implementing measure in each Relevant Member State.

NOTICE TO INVESTORS IN THE UNITED KINGDOM
Each Underwriter has represented and agreed that:

(a) (i) itis a person whose ordinary activities involve it in acquiring, holding, managing or disposing
of investments (as principal or agent) for the purposes of its business and (ii) it has not offered or
sold and will not offer or sell the Shares other than to persons whose ordinary activities involve
them in acquiring, holding, managing or disposing of investments (as principal or as agent) for the
purposes of their businesses or who it is reasonable to expect will acquire, hold, manage or
dispose of investments (as principal or agent) for the purposes of their businesses where the issue
of the securities would otherwise constitute a contravention of Section 19 of the Financial
Services and Markets Act 2000 (the ‘“‘FSMA’’) by the Issuer;
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(b) it has only communicated or caused to be communicated and will only communicate or cause to
be communicated an invitation or inducement to engage in investment activity (within the
meaning of Section 21 of the FSMA) received by it in connection with the issue or sale of the
Shares in circumstances in which Section 21(1) of the FSMA does not apply to the Issuer; and

(c) it has complied and will comply with all applicable provisions of the FSMA with respect to
anything done by it in relation to the Shares in, from or otherwise involving the United Kingdom.

NOTICE TO INVESTORS IN JAPAN

The Shares have not been and will not be registered under the Securities and Exchange Law of Japan
(the Securities and Exchange Law) and each Underwriter has agreed that it will not offer or sell any
Shares, directly or indirectly, in Japan or to, or for the benefit of, any resident of Japan (which term as
used herein means any person resident in Japan, including any corporation or other entity organized
under the laws of Japan), or to others for re-offering or resale, directly or indirectly, in Japan or to a
resident of Japan, except pursuant to an exemption from the registration requirements of, or otherwise
in compliance with, the Securities and Exchange Law and any other applicable laws, regulations and
ministerial guidelines of Japan.

IN CONNECTION WITH THIS OFFERING, GOLDMAN SACHS INTERNATIONAL OR ITS
AFFILIATES, ON BEHALF AND FOR THE ACCOUNT OF THE UNDERWRITERS, MAY
OVER-ALLOT OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE
MARKET PRICES OF THE SHARES AT LEVELS ABOVE THOSE WHICH MIGHT
OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH TRANSACTIONS MAY BE
EFFECTED ON EUROLIST BY EURONEXT"™, IN OVER-THE-COUNTER MARKETS OR
OTHERWISE. SUCH TRANSACTIONS, IF COMMENCED, MAY BE DISCONTINUED AT
ANY TIME.

INDUSTRY AND MARKET DATA

This Offering Circular contains information concerning the markets in which the Group operates. This
information is taken in significant part from research carried out by external organizations. While such
information is believed to be reliable, it has not been independently verified, and neither Ipsen nor the
Underwriters make any representation as to the accuracy of such information. Accordingly, trends in
Ipsen’s business activities may differ from the market trends set forth in this Offering Circular. Ipsen
undertakes no obligation to update such information.

PRESENTATION OF FINANCIAL AND OTHER INFORMATION

In this Offering Circular, the ‘‘Company’’ refers to Ipsen S.A. and the ““Group’’ or ‘‘Ipsen’’ refers to
the Company together with its consolidated subsidiaries.

References to ““€”’ or “‘euro’’ mean the single currency of the participating Member States in the Third
Stage of the European and Monetary Union of the Treaty Establishing the European Community, as
amended from time to time, and references to “‘$’’, *“U.S.$’’ and ‘‘dollars’” are to U.S. dollars. Ipsen
publishes its financial statements in euros.

Ipsen’s consolidated financial statements for the years ending December 31, 2002, 2003 and 2004
presented herein are prepared in accordance with generally accepted accounting principles in France
(*‘French GAAP’’) which differ in certain respects from generally accepted accounting principles in
certain other countries. A European Union regulation has been approved requiring all EU-listed
companies to apply International Financial Reporting Standards (*‘IFRS’’) in preparing their financial
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statements for years beginning on or after January 1, 2005 and to publish their financial statements for
the year ending December 31, 2005 applying IFRS, with comparative figures for the year ended
December 31, 2004. Therefore, Ipsen’s consolidated financial statements for the year ending
December 31, 2004 and the six months ending June 30, 2005 have been prepared and presented herein
in accordance with IFRS as described in Note 2 to these consolidated financial statements. Certain
differences between French GAAP and generally accepted accounting principles in the United States
(“‘U.S. GAAP”’) and between IFRS and U.S. GAAP are discussed herein. See ‘‘Annex A — Summary
of Certain Differences between French GAAP and US GAAP”’ and ‘*Annex B — Summary of Certain
Differences between IFRS and US GAAP™’.

In addition to its historical consolidated financial statements, Ipsen has presented unaudited pro forma
consolidated financial statements that give effect to certain reorganization transactions described herein
as if they had occurred as of dates that are earlier than those on which they actually occurred. See
‘‘Management’s Discussion and Analysis of Financial Condition and Results of Operations’’. Except
as otherwise stated, all information in this Offering Circular relating to the results of operations or
financial condition of the Group are derived from the unaudited pro forma consolidated financial
statements (prepared under French GAAP in respect of the years ended December 31, 2002, 2003 and
2004, and under IFRS in respect of the six month periods ended June 30, 2004 and 2005).

In this Offering Circular, various figures and percentages have been rounded and, accordingly, may not
equal the total indicated.

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Offering Circular contains certain forward-looking statements, including statements about the
Group’s targets. In addition to statements that are forward-looking by reason or context, the words
“will”’, “‘believes’, ‘‘targets’’, ‘‘anticipates’’, ‘‘intends’’, ‘‘should’’, ‘‘aims’’, ‘‘estimates’’,
“‘considers’’, ‘‘wishes’’, ““may’’, and similar expressions identify forward-looking statements. Such
forward-looking statements are based on data, assumptions and estimates that the Company considers
to be reasonable. They may change or be amended owing to uncertainties related to the economic,
financial, competitive and regulatory environment. In addition, the Group’s business activities and its
ability to meet its targets may be affected if certain of the risks that are set forth in this Offering
Circular materialize. See ‘‘Risk Factors’’. The Company does not undertake to meet or give any

guarantee that it will meet the targets shown in this Offering Circular.

Investors are urged to pay careful attention to the risk factors described in this Offering Circular before
making their investment decision. The materialization of one or more of these risks could have an
adverse effect on the Group’s activities, condition, the results of its operations or on its targets.
Furthermore, other risks not yet identified or not considered significant by the Group could have
adverse effects and investors may lose all or part of their investment.

Forward-locking statements speak only as of the date of this Offering Circular. Ipsen expressly
disclaims any obligation or undertaking to release publicly any updates or revisions to any forward-
looking statements contained in this offering circular to reflect any change in Ipsen’s expectations or
any change in events, conditions or circumstances on which any forward-looking statement contained
herein is based.

Forward-looking statements and targets shown in this Offering Circular may be affected by risks,
either known or unknown, uncertainties and other factors that may lead to the Group’s future results of
operations, performance and achievements differing significantly from the stated or implied targets.
These factors may include changes in economic or trading conditions and regulations, as well as the
factors set forth in this Offering Circular. See ‘‘Risk Factors’’.
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SUMMARY

This summary highlights some of the important information contained elsewhere in this Offering Circular.
You should read the entire Offering Circular carefully, including ‘‘Risk Factors’’, ‘‘Cautionary Note
Regarding Forward-Looking Statements’’, the more detailed information regarding the Company, the
Company’s audited annual and unaudited interim consolidated financial statements for each period set forth
herein and the related notes thereto, and the unaudited pro forma financial statements included elsewhere in
this Offering Circular.

Overview of the Group

Ipsen is a European pharmaceutical group founded in 1929, which currently markets more than 20 drugs.
The Group’s product portfolio includes pharmaceutical products marketed around the world to specialists
working in its targeted therapeutic areas (oncology, endocrinology and neuromuscular disorders), which are
its primary areas of development. The Group also markets products in other therapeutic areas in which it has
lJongstanding expertise (gastroenterology, cardiovascular and cognitive disorders). These include mainly
primary care products sold in France. In both its targeted therapeutic areas and in primary care, the Group
has a diversified portfolio of leading medicines that have demonstrated a good safety profile.

In 2004, the Group recorded pro forma consolidated sales of €770.2 million (including 30.3% outside the
five largest western European countries, Germany, Spain, France, Italy and the United Kingdom), pro forma
consolidated operating profit of €167.0 million and pro forma consolidated net income of €108.7 million, all
as determined in accordance with French GAAP. Its pro forma consolidated net income determined in
accordance with IFRS was €117.9 million in 2004. During the first three quarters of 2005, under IFRS,
consolidated sales came to €606.9 million. At June 30, 2005, the Group had 3,855 employees in more than
30 countries.

The Group’s development strategy is based on a complementary mix of products in the targeted therapeutic
areas, which are growth drivers, and primary care products, which help to finance its research activities. This
strategy is supported by the active development of international partnerships in marketing and research and
development activities. -

In 2004, the Group spent 19.1% of its pro forma consolidated sales on research and development activities
which, to a large extent, focus on the discovery and development of innovative medicinal products in its
targeted therapeutic areas with the aim of fulfilling unmet medical needs. The Group believes it is one of the
few pharmaceutical companies among its peers capable of integrating the full spectrum of technologies
required to develop complex and innovative products. These technologies include peptide engineering,
protein engineering, medicinal chemistry and advanced drug delivery systems.

The Group’s Products
Products Offered in Targeted Therapeutic Areas

In 2004, drugs in the three targeted therapeutic areas accounted for 46.4% of the Group’s pro forma
consolidated sales. These three drugs also accounted for 75.0% of sales growth compared with 2003,
excluding sales of active ingredients and raw materials. The Group offers the following drugs in the targeted
therapeutic areas: '

Oncology (26.0% of pro forma 2004 consolidated sales)
¢ Decapeptyl®, a peptide formulation for injection that is mainly used in the treatment of advanced prostate
cancer.

Endocrinology (9.5% of pro forma 2004 consolidated sales)

* Somatuline® and Somatuline® Autogel®, sustained-release formulations for injection of a somatostatin
analogue peptide, used primarily in the treatment of acromegaly.

* NutropinAg®, a liquid formulation for daily use of recombinant human growth hormone used primarily in
the treatment of growth failures.




e Testim® 50 mg Gel, a testosterone gel used in the treatment of primary and secondary hypogonadism.

Neuromuscular Disorders (10.9% of pro forma 2004 consolidated sales)

* Dysport®, a botulinum neurotoxin type A complex, used notably to treat spasticity of upper limbs
following a stroke, as well as the spasticity of other muscles.

Products Offered in Primary Care Therapeutic Areas

In 2004, primary care drugs generated 47.9% of the Group’s pro forma consolidated sales (including 71.6%

derived from France). The principal drugs are:

Gastroenterology (17.7% of pro forma 2004 consolidated sales)

* Smecta®, a natural clay-based drug used in the treatment of both chronic and acute diarrhea.

* Forlax®, a drug based on a linear polyethylene glycol polymer used in the treatment of constipation.

Cognitive Diserders (15.2% of pro forma 2004 consolidated sales)

* Tanakan®, an oral formulation of EGb 761®, which is extracted from the leaves of the Gingko biloba tree,
used principally in the treatment of age-related cognitive disorders.

Cardiovascular (15.0% of pro forma 2004 consolidated sales)

* Ginkor Fort®, an oral formulation containing three active ingredients including a standardized Gingko
biloba extract, used in the treatment of varicose veins and acute hemorrhoid episodes.

* Nisis® and Nisisco®, oral formulations containing valsartan, used in the treatment of arterial hypertension.

Competitive Advantages

The Group believes that it has the following competitive advantages:

* A complementary mix of products in its targeted therapeutic areas and in primary care.

* Proven financial strength due to its significant recurring cash flows and robust balance sheet.

* An international presence in over 100 countries, with core operations in Western Europe’s five largest
markets (France, Germany, Italy, Spain and the United Kingdom).

* Proven expertise in cutting-edge technologies, such as medicinal chemistry, peptide engineering, protein
engineering and advanced drug delivery systems, which the Group has the ability to employ together at an
early stage of development. In addition, the Group has a biotechnology development and production
facility in the United States (Boston).

* The geographic proximity of its four technological piatforms based in the United States (Boston) and in
Europe (Paris, Barcelona and London) to highly regarded university research centers, enabling the Group
to tap into the wealth of scientific expertise available and to hire highly qualified personnel.

* A recognized ability to enter into and manage important partnerships with the world’s leading
pharmaceutical companies, such as Genentech, Roche, Teijin and Novartis.

* An effective management team with long-standing experience working with the world’s leading
pharmaceutical companies and a cross-divisional organization structure through its multi-disciplinary
teams, which are responsible for devising the Group’s research and development and partnership strategy.

Strategy

For a number of years, the Group has pursued a strategy of profitable growth in targeted therapeutic areas
that offer strong development opportunities. By focusing on selected serious illnesses with largely unmet
medical needs, the Group is able to lower its development costs, improve its risk-reward profile and
concentrate its sales force on accessible markets.




Within this framework, the Group uses its technological and commercial expertise, as well as its financial
strength, to pursue the following strategies:

* A growth strategy in its targeted therapeutic areas (oncology, endocrinology and neuromuscular
disorders) in which the Group intends to become a significant force by marketing innovative treatments to
respond to unmet medical needs.

* An optimization strategy for its primary care products (gastroenterology, cardiovascular and cognitive
disorders), including selective investments in product life cycle management programs, partnerships and
research and development.

* A geographical expansion strategy in the most promising markets, with an active program designed to
secure marketing approval for its flagship products in targeted therapeutic areas, especially in the United
States (Somatuline® Autogel® and Dysport®).

* A partnership strategy across all its therapeutic areas. The Group seeks partnerships in order to provide
development funding in areas where it decides not to pursue programs on its own or where it can benefit
from technologies that are complementary to its own platforms, to obtain commercialization rights for
third-party products in order to optimize the return from its marketing and sales force investments, and to
obtain financial benefits from products that it has discovered in its research activities but that are not part
of its core business. Since 2002, the Group has entered into ten major partnership arrangements.

* An opportunistic approach in other therapeutic areas in which the Group has proven research and
development or marketing expertise. For instance, the Group is developing OBI-i1, a recombinant
molecule used in the treatment of hemophilia, and is preparing to register and launch Febuxostat, a new
compound used in the treatment of hyperuricemia (gout) in the European Union.

Registered Office

The Company’s registered office is located at 42 rue du Docteur Blanche, 75016 Paris. Ipsen’s telephone
number is +33 (0)1 44 30 43 43 and its website address is www.ipsen.com. Information contained on Ipsen’s
website is not and should not be considered pait of this Offering Circular.




Shares Offered

Issuer
The Selling Shareholder
The Offering

Over-allotment Option

The Employee Offering

Shares Qutstanding after the
Offering

Offering Price

Lock-up

Transfer of Shares by the Selling
Shareholder After Lockup Period

Delivery of Shares

THE OFFERING

This initial public offering includes 7,699,507 newly issued Shares
being issued by the Company and 6,900,000 existing Shares being
sold by the Selling Shareholder.

The International Offering will consist of 13,933,895 Shares
representing 95.4% of the number of Shares offered. The French
Offering will consist of 665,612 Shares representing 4.6% of the
number of Shares offered.

Ipsen S.A.
Mayroy S.A.
The Offering consists of:

* an open price offering (offre a prix ouvert) to investors in France
(the ‘‘French Offering’’), pursuant to a separate prospectus in the
French language; and

* an offering of Shares to institutional investors in France and
internationally (the ‘‘International Offering’’).

The Company has granted to the Underwriters an option to
subscribe for up to 1,154,925 additional new Shares at the offering
price. The option is exercisable until January 5, 2006, to cover over-
allotments and stabilization activities, if any.

Concurrently with the Offering, the Company is offering
250,000 newly issued Shares, at a 20% discount to the offering
price in the Offering, to certain employees in France. The employee
offering is not part of the Offering.

82,885,997 Shares, or 84,040,922 Shares if the Underwriters
exercise their over-allotment option in full, in each case following
the subscription of 250,000 Shares in the employee offering.

The offering price for the Shares is €22.20 per Share. The offering
prices per Share in the International Offering and the French
Offering are identical.

For a period of 180 calendar days following the closing date of the
offering the Company and the Selling Shareholder have agreed,
subject to certain limited exceptions, not to issue, offer, sell, pledge
or otherwise dispose of any of the Company’s shares or enter into
certain similar transactions, or publicly announce its intention to do
any of the foregoing, in each case, without the prior written consent
of Goldman Sachs International and BNP Paribas. See
*“Underwriting”’.

Following the expiration of the lock-up period described above, the
Selling Shareholder will transfer Shares of the Company to certain
of the Selling Shareholder’s own shareholders as described in
“‘Principal and Selling Shareholder’’. The Shares so transferred will
not be subject to any contractual restrictions on sale or disposal. See
*‘Principal and Selling Shareholder’’.

Shares in bearer form will be credited on or about December 9,
2005 to participants’ accounts with Euroclear France, Euroclear
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Bank S.A/N.V. or Clearstream Banking S.A., and Shares in
registered form will be credited on that date to share accounts
maintained by the Company or on its behalf.

Dividend Policy Shares sold in the Offering will carry rights to receive any dividend
approved in connection with the financial statements for the year
ending December 31, 2005. The amount of any dividends
distributed by the Company will be determined by the Company
after taking into consideration its capital needs, return on capital,
current and future profitability and market practices in terms of
dividend distribution, especially in the Group’s industry. See™
*‘Dividend Policy”’.

Use of Proceeds All of the net proceeds from the issue of the new Shares, amounting
to €160.0 million (€184.9 million if the Underwriters exercise their
over-allotment option in full), will be used to allow Ipsen to pursue
its strategy, in particular with respect to external growth
opportunities that create value as described in *‘Use of Proceeds’’.
The Company will not receive any proceeds from the sale of Shares
by the Selling Shareholder.

Risk Factors Prior to making an investment decision, you should read this
Offering Circular and consider carefully the matters discussed under
*‘Risk Factors’’.

Underwriters The Offering is underwritten by a group of financial institutions (the
““Underwriters’’) led by Goldman Sachs International, as Global
Coordinator and Joint Bookrunner, and BNP Paribas as Joint
Bookrunner. The Underwriters are Goldman Sachs International,
BNP Paribas, ABN AMRO Rothschild, HSBC and SG Corporate &
Investment Banking. See ‘‘Underwriting’’.

Listing The Shares have been approved for listing on Eurolist by
Euronext™. Ipsen’s Shares will initially trade on a when-issued
basis under the designation ‘‘Ipsen-Promesses.”” Upon issuance of
the new Shares (expected to occur on December 9, 2005), the
Shares will trade under the symbol ‘‘IPN’’.

Security Codes The listing codes for the Shares are as follows:
Euroclear France/Clearstream Banking Common Code: 00236515
ISIN: FR0010259150

Voting Rights Each Share will represent the right to cast one vote at general
shareholders’ meetings of the Company. Double voting rights are
granted to all fully paid shares that have been held in registered
form in the name of the same shareholder for at least two years.
These double voting rights cease upon certain conditions. See
“Description of Share Capital — Shareholders’ meetings and
voting rights’’.




SUMMARY UNAUDITED PRO FORMA CONSOLIDATED FINANCIAL INFORMATION

Three Years Ending December 31, 2004

The following summary pro forma consolidated financial information for each year in the three-year period
ending December 31, 2004 is derived from Ipsen’s unaudited pro forma financial statements for such periods
and the related Notes (the ‘‘Pro Forma Consolidated Financial Statements’’). The Pro Forma Consolidated
Financial Statements have been prepared in accordance with generally accepted accounting principles in
France (‘‘French GAAP’’), which differ in certain significant respects from the generally accepted
accounting principles in the United States (‘‘US GAAP’’) and International Financial Reporting Standards
(““IFRS”’). For further information, see ‘‘Annex B — Summary of Certain Differences between French
GAAP and US GAAP” and the Notes to the 2004 Pro Forma Consolidated Financial Statements Under
IFRS included elsewhere in this Offering Circular.

The Pro Forma Consolidated Financial Statements were created using the procedures and assumptions
described in Note 1.2 to the Pro Forma Consolidated Financial Statements to reflect the financial position
and results of operations of the Group that would have been reported if it had existed as reorganized during
the periods in question. The reorganization transactions involved the transfer to Ipsen by its principal
shareholder of shares of certain affiliates and a royalty stream not already owned by lpsen. Pro forma
financial statements restate historical financial information on the basis that a transaction or event occurred
on a date earlier than that on which it actually occurred or might reasonably be expected to occur. However,
they are not necessarily representative of the financial position or performances that would have been
reported if such transaction or event had occurred on a date before that on which it actually occurred or
might be expected to occur.

Investors should read the following summary unaudited pro forma consolidated financial information
together with the section entitled ‘‘Management’s Discussion and Analysis of Financial Condition and
Results of Operations’ and the audited historical consolidated financial statements for each year in the
three-year period ending December 31, 2004 and the related Notes (the ‘‘Historical Financial Statements’”),
and the other financial information included elsewhere in this Offering Circular.

KPMG Audit and Deloitte & Associés, statutory independent auditors, carried out an examination of the
Pro-Forma Consolidated Financial Statements for the years ended December 31, 2004, 2003 and 2002, and
their report thereon is included in this Offering Circular.

Summary Pro Forma Consolidated Income Statement Information

Year Ended December 31,

2004 2003 2002

(amounts in thousands of euros)
SAIES ..ttt RORURURRNN 770,183 737,225 697,816
GIOSS PIOIE ettt et ettt st e b e st e st nrannnea 596,217 536,682 510,749
OPerating IMCOIMIE ... ....eevieeeeeriiieesierieeceeteniesterieesestneeenresbrsbesseesesarensesuesansans 166,986 170,621 130,396
NEL INCOME .......ooeeiiiiiiieee et et s 108,711 101,437 73,657
Earnings per share (basic and diluted) (in €UI0S) .....cccccoevviieiiiciniiiniiinnnns 290 271 1.97
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Summary Pro Forma Consolidated Balance Sheet Information

As of December 31,
2004 2003 2002
{amounts in thousands of euros)

ASSETS
Total fixed ASSELS .ovvvvieeiee e eeeeeeesenereans e reerraeere e aare s s e 399,723 316,736 310,911
TOtAl CUTTENE ASSELS 1ovviiiiieiiiiieieiresirrieieeireeeeree e e esesttreeesereseirtssenreesesresseaotes 368,254 349,160 351,422
Of WRICH COSHL c.cviviveviiiiitiei et cteritisie et e ettt etb et esns e ireen 21,734 15,157 1,591
TOTAL ASSETS ...ttt scte s sens v aeasatesarecantesansaaanas 767,977 665,896 662,333
SHAREHOLDERS’ EQUITY AND LIABILITIES
Total shareholders’ equity ....... et e e bt ae et et et s 309,523 310,596 226,946
MINOTIEY INEETESE...veevieeierieereriesieeeeresterieereatarbesteeesesesbasbeseesrestesresaesteessssnanne 1,172 1,057 1,008
Provisions and long-term Habilities.......ccccoveeeriiieinioceiionecresiesrenie e, 255,711 178,281 205,461
Of WHICH DANK DOTTOWINGS ...c.veveireriieiiereisietcisiectsee et 215,010 133,679 176,660
Deferred taXes ....ooiiviiie e e 841 554 641
Current Habilities ..................cocooviviierinir e e 200,730 175408 2287277
Of WHICh SROTE-1EFIM dEDI ...ttt 11,063 2,273 59,208
TOTAL SHAREHOLDERS’ EQUITY AND LIABILITIES.............. 767,977 665,896 662,333

Summary Pro Forma Consolidated Statement of Cash Flow Information (unaudited)

Year Ended December 31,

2004 2003 2002

(amounts in thousands of euros)
Cash flow from operations before changes in working capital................. 141,302 157,794 107,606
Change in working capital related to operating activities ...........c.ocovevnenns (16,461) (6,249) (14,286)
Net cash provided by operating actiVities ..........ccoceerreevernrerernirerrnnens 124,841 151,545 93,320
Net cash used by Investing actiVities ..ocovvvieiereniieireiinii e e renenenn (102,347) (51,343) (35,416)
Net cash used by financing aCtivities ...........ceeeeerrciriesienceie e, (12,232)  (95,530) (51,184)

The First Half of 2005 and Full Year 2004 (IFRS)

The following summary pro forma consolidated financial information for the first half of 2005 and the first
half of 2004 is derived from Ipsen’s unaudited pro forma financial statements for such periods and the
related Notes to the Half-Year Consolidated Financial Statements (the ‘‘Half-Year Pro Forma Financial
Statements’ ). The Half-Year Pro Forma Financial Statements have been prepared in accordance with IFRS,
which differ in certain significant respects from French GAAP and US GAAP. For further information, see
the Notes to the 2004 Pro Forma Consolidated Financial Statements Under IFRS included elsewhere in this
Offering Circular and ‘‘Annex A — Summary of Certain Differences between IFRS and US GAAP”’.

The table below also includes summary financial data derived from the unaudited pro forma consolidated
financial statements of the Group prepared under IFRS as of and for the year ended December 31, 2004.

The Half-Year Pro Forma Financial Statements were created using the procedures and assumptions
described in Note 9 to the Half-Year Consolidated Financial Statements to reflect the financial position and
results of operations of the Group that would have been reported if it had existed as reorganized during the
periods in question. Pro forma financial statements restate historical financial information on the basis that a
transaction or event occurred on a date earlier than that on which it actually occurred or might reasonably be
expected to occur. Howevér, they are not necessarily representative of the financial position or performances
that would have been reported if such transaction or event had occurred on a date before that on which it
actually occurred or might be expected to occur.

Investors should read the following summary unaudited pro forma consolidated financial information
together with the section entitled ‘‘Management’s Discussion and Analysis of Financial Condition and
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Results of Operations’’ and the unaudited consolidated financial statements for the half-year periods ending
June 30, 2005 and the related Notes, and the other financial information included elsewhere in this Offering
Circular.

The Half-Year Consolidated Financial Statements have been reviewed by KPMG Audit and Deloitte &
Associés, statutory independent auditors, and their report thereon is included in this Offering Circular.

Summary Pro Forma Consolidated Income Statement Information for the First Half of 2005 and
2004

Six Months Ended Year Ended
June 30, December 31,
2005 2004 2004
(amounts in thousands of euros)
SALBS ittt ettt a e er et e e e b e e e ba e st e nbb e e snne s snee s araesrnen 412,704 377,655 767,825
TOLAL TEVENUE ..cviievviecieecttecettecere ettt e e et e eabeaetseeestesseseresssaesensecenns 458,388 409,634 831,112
OPEratiNg IMCOIMIE ..eceovveiiirreiierrrierteee st tesse et sre e eaesreesesanennesresresnis 116,649 91,717 157,381
INEt fINANCE COBIS...uriiiiririieiiiiieererie e e e cirteeeertteererteeeeseesesetraeenbaeessabeasasaaneas (3,289) 4,169) (8,820)
Net income for the period ............ocooceoiiiiiiiiniiiccreccne 89,579 73,531 117,904
Earnings per share (basic and diluted) (in €UI0S).......cccvrniiieccirininnes 2.39 1.96 3.14
Summary Consolidated Balance Sheet Information at June 30, 2005
Pro-forma
As of Year Ended
June 30, December 31,
2005 2004
(amounts in thousands
of euros)
ASSETS
GOOAWILL.....eeeeee ettt et e et ee st a st s e st esastssaseneansssassssesssarsnns 188,836 188,836
Other intangible asSets, NEL.......ccccueviiniiiiriiiiiiei e 36,642 35,221
Property, plant and eqUIPMENt, N ... .ccoueiieriirieriiesrereereeeerreesereeesmeeresoreesiessnans 181,748 177,812
Non-current fINANCIAL ASSEES ..vvivvirveririereeeeiisiiir e e eeertrtr s e s setsressesssisraeeaeeesssessaseenesens 4,835 5,295
Total NON-CUITENE ASSELS ... ..viiiiiiieeiiieieecitite e iiee s setreesiere s s e s s senaesetbaeeessnneesesteaesraes 427,659 415,399
TOLAL CUITEIE @SSELS.evvvieeiiriereeeetieeeietrieeeeererteteseetcsesstassstsrartsssessersesnessetssessatntaressesns 336,003 360,950
of which cash and cash equUiIVAIENIS ..........cc.ccconevirnineieeien et 41,591 94,321
TOTAL ASSETS Lottt r e st re e esbeeerbeenns 763,662 776,349
SHAREHOLDERS’ EQUITY AND LIABILITIES
Total Shareholders’ EQUILY .....oovviviriireiiriieii e s sve e sanesraeareesne e 367,868 314,986
Total non-current Habiliti€s........cc.ccvreiereriiieniin e eee e eresenaeons reerreeraans 192,696 246,251
OFf WHICH DARNK LOGRS ..ottt ettt ettt et eveeanse e 157,703 215,010
Total current Habilities .......ccviiiiiiiiieiirerie e et r s e sb e eabaeenns 203,098 215,112
Of WRICH BANK OGRS «...ooviveeiiiieieeciice it cre st srae st eate s sae e s aee st ssbe s she e esne e e sene 9,523 10,171
TOTAL SHAREHOLDERS’ EQUITY AND LIABILITIES ..........cccoeovien. 763,662 776,349
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Summary Pro Forma Consolidated Statement of Cash Flows for the First Half of 2005

Six Months
Ended Year Ended
June 30, December 31,
2008 2004
(amounts in thousands
of euros)
Cash flow from operating activities before changes in working capital ............. 98,302 145,692
Change in working capital related to operating activities..........cocvverereerrrreennen, (35,775) (21,009)
Net cash provided by operating aCtiViti€s........ecverrereeeiieeresienesirereeeiaesneeeaseeeens 62,527 124,683
Net cash used in iNVESING ACHVITIES .icviviiciiiiiriineacriceiruiiaeceearassesiessassnssessasssesaeasens (29,741) (102,477)
Net cash used in fiNANCING ACTIVITIES .eiiriiiiaiieiiriiiaireecreiirasseasssasrasesssraseessssssessans (88,416) (11,945)




RISK FACTORS

Investors should consider carefully the following factors and other information in this Offering Circular
before they decide to invest in the Shares. An investment in the Shares involves risks and investors may lose
part or all of their investment.

Risk Related to the Group’s Business
The Group depends on two products, Decapeptyl® and Tanakan®, for a substantial part of its sales

The Group’s two largest selling products, Decapeptyl® and Tanakan®, represented respectively 25.8% and
15.2% of the Group’s consolidated pro forma revenues in 2004. As a result, the Group’s results of
operations would be significantly affected by any adverse event relating to either of these two products, such
as the development of competing products or generic products, the adoption of unfavorable regulatory
decisions or the filing of claims in relation to defects or side effects connected with these products. While
sales of these products have grown in recent years, there are risks associated with each product that could
have an impact on future growth if they were to materialize.

* Decapeptyl®. The formulations of Decapeptyl® marketed by the Group include a daily formulation, a
one-month formulation and a three-month formulation. The Group has new sustained-release formulations
at the clinical trials stage, but cannot guarantee the success of these trials. Certain competitors of the
Group are developing formulations with sustained-release in excess of 3 months, some of which are
already marketed in the United States. In the event that competitors market these products in countries
where the Group sells Decapeptyl®, the sales and results of the Group could be affected.

* Tanakan®. The reimbursement status of Tanakan® in France (its principal market) may be reviewed as
part of a comprehensive Medical Benefit Assessment undertaken by the French health authorities. See
‘‘— The prices charged for the Group’s medicines depend on regulatory decisions. Certain of the Group’s
medicines are subject to reduced reimbursement rates in France and may be withdrawn from the list of
reimbursable products.”

The prices charged for the Group’s medicines depend on regulatory decisions. Certain of the Group’s
medicines are subject to reduced reimbursement rates in France and may be withdrawn from the list
of reimbursable products.

As a general matter, the Group is faced with uncertainties regarding the fixing of prices for all its products,
because over the last few years the prices of medication have been under severe pressure for a number of
reasons, including the following:

* the tendency of governments and the suppliers of medical care to recommend the use of generic
medication in several countries or to adopt laws relating to generic substitution, which authorize or
require pharmacists issuing medication, wherever possible, to substitute a less expensive generic
medication for a medication from the original pharmaceutical laboratory;

* price controls exercised by governments in numerous countries;
¢ other restrictive measures which limit increases in the costs of medical services; and

¢ parallel imports, which enable wholesalers to make use of differences in market prices by buying
medication at lower prices in certain markets to sell them in other markets at higher prices.

In addition, the reimbursement status of three of the Group’s products — Ginkor Fort®, Tanakan® and
Bedelix® — are or could be under review by French regulatory authorities as part of the Medical Benefit
Assessment. These products represented sales of €59.1 million, €116.7 million and €9.4 million in 2004,
respectively.

* Ginkor Fort®. On September 15, 2005, the French Supreme Health Authority (Haute Autorité de Santé)
recommended the removal of 221 specialty drugs from the list of reimbursable drugs, including all
members of the veintonic class of drugs that includes Ginkor Fort®. On the basis of this recommendation,
the French government announced on September 28, 2005 that it intends to reduce the reimbursable
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portion of the selling price of drugs in this therapeutic class to 15% by early 2006 and then to delist them
in 2008. In addition, the Minister of Health announced on October 12, 2005 a 20% price decrease on all
drugs belonging to this class.

* Tanakan®. A notice published on February 25, 2004 by the French Transparency Committee gave
Tanakan® an insufficient Medical Benefit Assessment for two indications: the symptomatic treatment of
intermittent Jameness caused by chronic occlusive arteriopathy (blockage of the arteries) of the lower
limbs, and the symptomatic treatment of pathological cognitive and chronic sensory disorders in elderly
patients, except in cases of Alzheimer’s disease and other dementias. Currently, the French Supreme
Health Authority is scheduled to reevaluate the Medical Benefit of Tanakan®; however, the date of this
review is not set yet. In order to justify the reimbursement of this product, the Group is endeavouring to
prove the clinical benefits of Tanakan® in the treatment of cognitive and behavioural disorders in elderly
patients, such as Alzheimer’s Disease. See ‘‘Business — Research and development’.

* Bedelix®. On September 15, 2005, the French Supreme Health Authority issued a notice of the delisting
of Bedelix®. On the basis of this notice, the French government decided on September 28, 2005 to
withdraw certain drugs, including Bedelix® from the list of reimbursable drugs with effect from March 1,
2006.

A decision by regulatory authorities to modify the reimbursement status of drugs may reduce the price that
customers are willing to pay or cause them to request that their doctors prescribe alternative treatments that
are less costly for them after taking into account the reimbursement rate. If a drug is delisted, it would
ordinarily be sold in the over-the-counter market. Typically, a shift to over-the-counter sales would
adversely impact the overall revenues generated by a product. In addition, the Group’s sales force
concentrates on the prescription market, so the Group would have to enter into a partnership arrangement in
order to sell its drugs over-the-counter, meaning that its share of the profits from sales of those drugs would
be reduced.

The Group uses dangerous substances to carry on its business and any claim relating to the improper
handling, storage or treatment of these substances could be costly

The Group’s research and development programs, its pre-clinical and clinical trials and its manufacturing
and distribution business involve the controlled storage, use and processing of dangerous substances, toxins,
chemical and biological agents and radioactive molecules. The Group is subject to laws and regulations
governing the use, manufacture, storage, handling and processing of such substances and waste. Although
the Group believes that the safety measures it takes concerning the handling and processing of dangerous
substances satisfy the standards of the laws and regulations in force, the risk of accidental contamination or
injury caused by dangerous substances cannot be completely eliminated. In the event of an accident, the
Group could be held liable for any resulting damage and the liability incurred could exceed the limit of
insurance coverage taken out by the Group, or not be covered at all. The Group might be unable to maintain
insurance coverage on satisfactory terms, or to obtain any insurance. The Group could incur substantial costs
in order to comply with current or future laws and regulations relating to dangerous substances.

A number of products that the Group is developing are still at early stages of development, and the Group
cannot be certain that these products will be approved by the competent regulatory authorities or that they
will be commercially successful

If the products that the Group is developing are not successful during clinical and pre-clinical trials or if they
are not approved by the regulatory authorities, this will have a negative impact on the growth of the Group.
Among the twenty-one products that the Group is currently developing, three are at the pre-clinical trial
stage, four are at Phase 1 of clinical trials and fourteen are at Phase II or Phase III of clinical trials. Several
years can elapse before a product is approved, and the Group may be unable to launch some of its products
on the market. A new product can also appear to be promising at an early stage of development or after
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clinical trials but never be launched on the market or be launched on the market but fail to sell. This can
happen for various reasons including:

« products can prove to be ineffective or to cause side effects which outweigh their therapeutic benefits
during pre-clinical or clinical trials;

¢ the Group could fail to devise adequate and satisfactory clinical trials during pre-clinical trials or at the
very beginning of clinical trials;

* the Group could fail to obtain authorizations from the competent regulatory authorities to allow it to
conduct the necessary clinical trials or could be obliged to repeat trials to comply with regulations in
different jurisdictions;

* the Group could fail to obtain the necessary authorizations from the competent regulatory authorities to
sell its products on certain markets or on any markets;

* it could prove to be too costly or difficult to manufacture new products on a large scale;

* the marketing of certain products could be prohibited due to the existence of intellectual property rights
belonging to third parties;

¢ the Group could be unable to find a distributor to market its products, or its partners in the context of
jointly developed products could decide not to market its products;

¢ the Group’s products could fail to achieve commercial acceptance;

* the Group’s competitors could develop more effective products or products which, for other reasons,
obtain better commercial acceptance;

¢ new products could render the Group’s products obsolete; and

*» the Group could fail to sell its products at prices which would enable it to realize a satisfactory return on
its investment.

In order to manufacture and market several of its products, including three of its main products, the
Group depends on intellectual property rights held by third parties

Intellectnal property rights (particularly patents, know-how and trademarks) relating to several of the
Group’s products are covered by license agreements granted to the Group by third parties that are the owners
of those rights or are authorized to license their use under a sub-license. Three of the Group’s main products,
Decapeptyl® (sales of which represented about 25.8% of consolidated sales for 2004), Dysport® (sales of
which represented about 10.7% of consolidated sales for 2004) and Somatuline® (sales of which represented
about 9.4% of consolidated sales for 2004) are manufactured and marketed under license from third parties.
Although the Group currently has good relations with these third parties and has taken the necessary steps to
protect its interests in the contracts entered into for this purpose, it cannot guarantee that it will be able to
continue to benefit from these intellectual property rights or that the provisions of these contracts will be
observed. The Group could find itself unable to negotiate new license agreements or collaboration
agreements in the future or to maintain the advantageous terms of contracts the Group renegotiates. In
addition, the development and sale of certain products in the future could depend on the terms of the
licenses. Finally, the ability of the Group to grant exclusive patent licenses or patent sub-licenses to third
parties could be limited by rights held by other third parties in respect of the same patents or by such third
parties in respect of other patents.

The Group is dependent on the support of third parties to ensure the success of its research and
development portfolio, and its inability to secure such support or any shortcoming in its control of such
third parties could have a negative impact on the Group

The Group enters into collaboration agreements with third parties to enhance its research and development
portfolio. The Group depends on the technology and know-how of third parties both to undertake research
into new molecules and to carry out pre-clinical and clinical trials. The Group’s success depends on the
quality of the partners that it manages to obtain and on the performance of those partners in carrying out
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their obligations pursuant to these collaboration agreements. The Group could find itself unable to maintain
collaboration agreements in force on acceptable terms or could be unable to conclude new collaboration
agreements on satisfactory commercial terms. If the Group were unable to maintain or conclude such
agreements, it would have to develop products at its sole expense. Such a situation would have the effect of
increasing the Group’s liquidity requirements or of limiting or delaying its development in other areas. In
addition, the Group’s partners could fail to fulfill their obligations or to perform them in a satisfactory
manner, and this would give rise to delays and lead to expenses for the Group.

The Group depends on third parties to develop and market some of its products, which generates
substantial royalties for the Group, but these third parties could behave in ways which cause damage to
the Group’s business

The Group develops and markets some of its products in collaboration with other pharmaceutical companies.
The Group has entered into important collaboration agreements, in particular with Inamed, Bayer and
Roche. The royalties received by the Group from some of these partners contribute substantially to the
Group’s operating results and cash flow. When the Group markets its products pursuant to collaboration
agreements, it exposes itself to the risk that certain decisions, such as the preparation of budgets and
promotional strategies, are controlled by its partners and that the decisions taken by the Group’s partners
have a negative impact on the conduct of the Group’s business pursuant to those agreements. The Group
cannot be certain that its partners will fulfill their obligations and it might be unable to obtain any benefit
from those agreements. In addition, the Group’s partners could choose to develop their existing new
products rather than the products marketed in collaboration with the Group. If the Group were required to
seek damages for liabilities caused by any of its partners, the Group cannot ensure that these partners have
sufficient insurance coverage to cover the whole of their potential liability, either in relation to third parties
contracting with the Group’s partners or in relation to the Group itself. Moreover, if any of the Group’s
partners did not have sufficient coverage for its liabilities to third parties, the Group could be obliged to bear
a substantial part of the damage thus caused and this could have a negative impact on its business, its
financial situation or its results.

Certain products of the Group of biological origin are made of materials stocks that can only be renewed
if regulatory approvals are obtained

In the case of certain of its products of biological origin, the Group has stocks of active ingredients which
have received the regulatory approvals necessary to allow the related products to be marketed. When the
Group manufactures new lots of such active ingredients or alters their production process, it must obtain new
regulatory approvals for such lots prior to marketing the products that contain them. The Group plans the
studies it considers necessary to obtain these approvals well in advance. It cannot guarantee, however, that
the work carried out in this context will necessarily yield the expected results or that the regulatory
authorities will be satisfied with the results of such work and will issue the required approvals in time. In the
event that the Group fails to obtain such new approvals or obtains them significantly later than anticipated, it
could find itself without sufficient supplies of products containing such active ingredients. Such a lack of
supplies could have a significantly unfavorable impact on the marketing of the products in question, and this
could have a negative impact on the business, the financial situation or the results of the Group.

The collaboration arrangements between the Group and third parties expose the Group to the risk that
the third parties concerned might claim the benefit of intellectual property rights in respect of the Group’s
inventions or might not ensure the confidentiality of the Group’s unpatented technology

The Group provides the third parties with which it collaborates (including universities and other public or
private entities) with information and data in various forms relating to the research, development,
manufacture and marketing of its products. Despite the precautions taken by the Group with regard to these
entities, in particular of a contractual nature, they (or certain of their members) could claim ownership of
intellectual property rights arising from the trials carried out by their employees or any other intellectual
property right relating to the Group’s products. In addition, where their own intellectual property rights are
concerned, these entities could refuse to grant licenses to the Group on terms acceptable to it. The Group
also depends on unpatented technology, methods, know-how and data which it considers to be industrial
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secrets. Their protection is, in particular, ensured by the conclusion of confidentiality agreements between
the Group and its employees and consultants and some of its subcontractors. The Group cannot be certain
that these agreements or any other type of protection for its industrial secrets will be effective or that in the
event of their breach, satisfactory means of redress will be available.

The business of the Group requires substantial investments; if the Group is unable to provide additional
Sfunds when needed, it could find itself obliged to delay, reduce or terminate some of its development
programs or to grant rights to third parties earlier than anticipated in order to develop and market its
products

The Group requires substantial funds for its operations. Its future funding requirements will depend on
several factors, including, in particular:

* the continuous progress of its research and development programs and the extent of those programs;
¢ the scope and results of the pre-clinical and clinical trials conducted by the Group;
* the time and expense involved in obtaining regulatory approvals;

* the ability of the Group to keep existing collaboration agreements in force and to conclude new
collaboration agreements;

* the costs connected with increases in manufacturing capacity and effective marketing;
» the costs associated with the creation of new establishments where required;
* the volumes of sales and royalties in respect of the current and future products of the Group;

* the expenses connected with the preparation, filing, conduct and enforcement of claims relating to patents
and other intellectual property rights; and

* the expenses connected with obtaining and maintaining the licenses necessary for the use of patented
technology.

Although the Group considers that it has sufficient cash flow to finance its current business, it might need to
raise additional funds to develop its business, whether through increases in its share capital, borrowing,
entering into collaboration agreements, participating in sponsored research programs, or by any other means.
The Group cannot be certain that it will be able to raise the funds it may possibly require on satisfactory
terms. If it proved unable to do so, it might have to delay, reduce or abandon expenditure on certain research
and development programs, seek to obtain finance by means of agreements with partners collaborating with
it, or grant rights to develop and market new products that it would have preferred to develop and market on
its own. Such practices might reduce the profit obtained by the Group from the products concerned. In
addition, if the Group increases its share capital by issuing new shares, the shareholdings of the Group’s
existing shareholders could be diluted.

The international business of the Group exposes it to the risks associated therewith

The Group engages in business throughout the world, including in countries other than member states of the
European Union and the United States, and, in particular, in China, Russia and other countries of Central and
Eastern Europe. The risks incurred by the Group which are specific to international business are numerous
and include, in particular:

* risks associated with unexpected changes in the area of regulations, and in particular in fiscal regulations
or regulations regarding trade and tariffs;

* risks associated with limitations on the repatriation of profits;

¢ risks associated with variations in exchange rates;

* risks connected with the transfer or validity of intellectual property rights;
* risks associated with employment regulations;

* risks associated with political or economic changes affecting a given region or country;
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* risks connected with increased difficulties of recruitment of personnel and management of operating
entities abroad; and

* the absence of an international agreement on regulatory standards.

The sale of counterfeit products could damage the Group’s reputation and affect customers’ confidence
in the Group’s products

As a manufacturer of medications, the Group is exposed to the risk that third parties might attempt to
counterfeit its products and sell counterfeit products as if they were the Group’s products. The counterfeit
products would not be approved by the competent regulatory authorities and could be dangerous. If the
counterfeit products were sold as those of the Group, its reputation could be affected and the confidence of
patients in the Group’s products could be called into question. In addition, the Group’s products could be
withdrawn from the market in the event of sales of counterfeit products. If the confidence of patients or of
prescribers of the Group’s products were damaged or if the Group were forced to withdraw products from
the market, the sales and the results of the Group could be reduced.

The Group is dependent on certain essential management executives and scientists, the loss of whom
could damage the Group’s competitiveness and call into question the Group’s ability to achieve its
objectives

The Group’s success depends in large part on certain essential management executives and scientists. The
departure of such personnel could damage the competitiveness of the Group and compromise its ability to
achieve its objectives. In addition, the Group believes that its continued expansion in sectors and business
requiring additional expertise and resources (such as marketing, clinical trials and regulatory licenses) will
require the recruitment of new management executives and science officers. The Group may not be able to
attract or retain the necessary management executives and science officers.

Risks Related to the Pharmaceutical Industry
The Group might not be able to deal effectively with market competition

The Group carries on business in well-established markets where developments are rapid and competition is
intense. The Group’s competitors include, in particular, the large international pharmaceutical groups whose
size, experience and capital resources are greater than those of the Group. Consequently, the Group cannot
be certain that its new products:

* will be able to obtain the necessary regulatory approvals or be present on the market more quickly than
the products of its competitors;

* will be able to compete consistently with safer, more effective or less expensive products marketed by
certain large competing groups;

* will adapt sufficiently quickly to new technologies and scientific advances;

* will be preferred by medical centers, doctors or patients to treatments currently used for the same
pathologies; or

* will be able to compete effectively with other products used to treat the same pathologies.

New developments are expected in the pharmaceutical industry and in public and private research facilities.
Apart from their ability to develop safer, more effective or less expensive products than those of the Group,
the Group’s competitors could also manufacture, market and distribute their products more efficiently than
the Group could do in the case of its own products. Finally, rapid technological developments introduced by
competitors could make the Group’s new or future products obsolete before it could recover the costs
incurred in the research, development and marketing of such products.
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The Group invests very substantial sums in research and development in order to remain competitive, and
will not be able to recover these investments if the clinical trials of the Group’s products are not as
successful as enticipated or if such products do not receive the necessary regulatory approvals

The Group must invest large sums in research and development to remain competitive.

In order to remain competitive in the pharmaceutical industry where competition is very strong, the Group
must devote substantial resources every year to research and development in order to perfect new products.
Even if the efforts of the Group’s research and development are successful, its competitors could develop
more effective products or could successfully introduce a larger number of new products to the market. In
2004, the Group spent €147.4 million on research and development, which represents about 19% of its pro
forma consolidated sales. The Group’s current investments in respect of the launch of new products and the
research and development of future products could give rise to higher costs without a proportionate increase
in the Group’s revenues.

The research and development process is a lengthy one and there is a substantial risk that a product may not
succeed.

The research and development process usually lasts between eight and twelve years from the date of the
discovery to the launch of the product on the market. This process involves several stages at each of which
there is a substantial risk that the Group will fail to achieve its objectives and be forced to abandon its efforts
in respect of a product in which it has invested significant sums. Thus, in order to develop a product which is
viable from a commercial point of view, the Group must demonstrate, by means of pre-clinical and human
clinical trials, that the molecules are effective and not dangerous to human beings. The Group cannot be
certain that favorable results obtained during pre-clinical trials will be confirmed subsequently during
clinical trials, or that the results of clinical trials will be sufficient to demonstrate the safe and effective
nature of the product concerned so that the administrative licenses necessary for it to be marketed can be
obtained.

After the research and development stage, in a number of countries the Group must invest substantial
additional resources to obtain the necessary governmental approvals, without any guarantee that they will
be obtained.

The Group must obtain and retain the necessary regulatory approvals for its medicines from the regulatory
authorities of the European Union, the United States and other countries, before a given product can be sold
on the market concerned. The presentation of an application to an authority does not guarantee that it will
grant an approval to market the product concerned. Every authority can impose its own requirements,
including the requirement to conduct clinical studies locally, and can delay or refuse to grant the approval
applied for even if the product has already been approved in other countries. In the Group’s main markets,
the approval procedure for new products is complex and lengthy. The time it takes to obtain the necessary
approval varies from country to country but in general it is between six months and two years from the date
of the application. In addition, if an approval is granted, it may include limitations as to the use for which the
product may be marketed. A marketed product is also subject to constant monitoring after the initial
approval is granted. The subsequent discovery of problems which were unknown at the time of the
application or failure to comply with regulatory requirements can result in restrictions being placed on the
marketing of the product concerned or its withdrawal from the market, as well as legal penalties. In addition,
the Group is subject to rigorous official inspections as regards the manufacture, labeling, distribution and
marketing of its products. All these factors can increase the costs connected with the development of new
products and increase the risk that new products might not be marketed successfully.

The Group depends on third parties to manufacture some of its products

Although the Group currently manufactures the active ingredients for several of its products, it subcontracts
the manufacture of certain of these active ingredients to third parties. In subcontracting the manufacture of
the active ingredients of some of its products to third parties, the Group exposes itself to the risk of a failure
of its sources of supply if its suppliers experience financial difficulties or cannot manufacture a sufficient
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quantity of such products. If a failure of its supplies occurred due to difficulties experienced with its
subcontractors, this could have a negative impact on the Group’s ability to meet market demand for its
products and, in particular, could damage the Group’s reputation and its relations with its customers.

The Group’s marketing of certain products has been and could be affected by a failure of supplies and by
other disruption

The Group’s marketing of certain products could be affected by a failure of supplies and by other disruption.
Such difficulties can be both of a regulatory nature (the necessity to correct certain technical problems in
order to make production sites conform to the applicable regulations) or of a technical nature (the difficulties
of obtaining supplies of satisfactory quality) and they are likely to result in a very noticeable reduction in the
volume of production of the products concerned and in the quantity of products delivered. This situation can
result in a significant reduction in sales in relation to one or more given products. Consequently, the Group
cannot guarantee that it will manage to ensure the supply of these stocks in the future. If difficulties of this
nature persist for a certain period of time in relation to one or more given products, they can also have a
negative impact on the Group’s sales and on its profitability and results.

If the Group does not manage to protect its intellectual property rights, it may be unable to compete and
may not manage to achieve any profits

The Group’s success depends on its ability to obtain, retain and protect its patents and other intellectual
property rights. Patent law, in terms of the extent of claims in the pharmaceutical sector in which the Group
carries on business, is an area of the law which is constantly evolving and in which there are a number of
uncertainties. Consequently, the Group cannot be certain:

* that it will develop new patentable inventions;
+ that the patents which are currently the subject of applications will be granted;

¢ that the patents which are granted to it or which are the subject of a license granted to it will not be
challenged and adjudged to be invalid or unenforceable;

* that the protection afforded by a patent will be sufficiently broad to exclude competitors; or

* that other persons will not claim rights including ownership rights over patents and other intellectual
property rights owned by the Group or which are the subject of a license granted to it.

At May 31, 2005, the Group held 2,366 patents, 1,658 of which were issued in European countries and 208
in the United States. At the same date, the Group had 1,803 patent applications being examined, including
129 in Europe, 42 international applications and 156 in the United States (typically, each international
application is subdivided into many national applications and one European application following the
expiration of a 30-month priority period). The Group cannot guarantee that these patents are valid or
enforceable, and third parties could challenge their validity or enforceability. The Group cannot guarantee
the level of protection that will be afforded to its patents if it seeks to assert its rights and if its rights are
challenged in court or in other proceedings. In addition, the legal costs incurred in order to assert the validity
of patents could be very substantial.

The Group’s patents could be infringed and the Group could infringe the patents of third parties

The Group’s competitors could infringe its patents or circumvent them by design innovations. In order to
prevent infringements, the Group could engage in patent litigation, which is costly and time-consuming. It is
difficult to monitor the unauthorized use of the Group’s intellectual property rights, and the Group could find
itself unable to prevent the unlawful appropriation of its intellectual property rights.

In addition, with the development of the pharmaceutical industry, more and more patents are being issued,
including some which apply to all therapeutic areas, and there is a growing risk that the Group’s business
and its use of certain technologies could involve the infringemeént of patents belonging to third parties. This
risk is inherent in the business of any pharmaceutical company and, when it occurs, it is usually resolved by
license agreements or cross-license agreements.
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As an example, one of the Group’s partners, Genentech filed an opposition to a European patent belonging
to Pharmacia requesting that the Pharmacia patent be amended so that it no longer covers the product
NutropinAq®, a request that was granted by the Opposition Division of the European Patent Office. This
ruling was appealed by Pharmacia on June 6, 2005. If the Technical Board of Appeal of the European Patent
Office grants Pharmacia’s appeal, Pharmacia could claim that NutropinAq® infringes its patent and the
Group could be required to pay a compensatory royalty to Pharmacia.

Given that applications for patents are not generally published until eighteen months after the date of the
priority application (or even in certain cases on the date of issue of the patents), the Group cannot guarantee
that third parties have not been the first to invent certain products or to file applications for patents for
inventions which are the subject of patent applications by the Group and which are in the process of
receiving approval. In addition, in the United States, patents can be issued according to the date of the
invention, which can enable a party to benefit from a patent in respect of an invention even though it was not
the first to file its application. If the Group found itself unable to patent its technology, it could be obliged to
obtain licenses from third parties to use their patents, to terminate certain activities or to obtain alternative
technologies.

The business of the Group exposes it to the risk of product liability and its insurance coverage could be
insufficient to protect it against such a risk

Product liability constitutes a substantial commercial risk for the Group and one which could increase if the
business of the Group expands into new markets such as the United States (where the costs associated with
product liability claims can be particularly burdensome). Considerable sums in damages have been awarded
in certain countries against pharmaceutical companies due to physical harm allegedly caused by the use of
certain products. Certain pharmaceutical companies have recently had to withdraw products from the market
as a result of large claims based on product liability. Although the Group is not currently involved in
substantial proceedings arising from product liability, which include claims for damages as a result of the
use of its products, it is possible that such proceedings could be commenced in the future. Although the
Group has insurance policies to cover the risk of potential claims based on product liability, if a claimant
won his case in a claim against the Group based on such liability, this could have a negative impact on the
business of the Group, its financial situation or its results. Insurance coverage in the pharmaceutical industry
is becoming more and more expensive and it is impossible to predict the cost that product liability insurance
could represent in the future, or to be certain that it will always be possible to obtain such insurance. The
Group may be unable to obtain or to retain insurance coverage on acceptable terms, and the insurance
available to the Group may not provide adequate protection against the potential risks. If the Group were
unable to take out an insurance policy at a reasonable price or were unable to make adequate provisions to
protect itself against potential claims based on product liability, it could be exposed to substantial risks and
could be unable to market its products at the appropriate time or at competitive price levels.

Environmental liabilities and the costs of compliance could have a negative impact on the results of the
Group

Environmental laws in various countries impose actual and potential obligations on the Group for the
remediation of environmental damage or the clean-up of contaminated sites. These obligations could be
applied to sites for which the Group is or was the owner, to sites where it carries or carried on its business or
to sites where waste from its business has been deposited. These environmental obligations could
considerably reduce the Group’s operating results. The Group could be involved in judicial or administrative
proceedings arising from disputes about the environment. If these proceedings had an outcome which was
unfavorable to the Group, this could have a substantial negative impact on its results. Stricter laws relating to
the environment, safety and health and more rigorous enforcement measures than those currently in force
could generate considerable liabilities and costs for the Group and could make the Group’s handling,
manufacture, use, reuse or processing of substances or pollutants subject to more rigorous inspection
—measures than those currently observed. Consequently, compliance with these laws could involve
considerable capital expenditure as well as other costs and liabilities which would affect the business and
results of the Group. If any of the Group’s production units were closed for reasons connected with the
application of laws relating to the environment, the Group could suffer temporary interruptions in the
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production of some of its products and a certain amount of time could elapse before the Group could obtain
the necessary regulatory approvals to reopen and recommence operation of its production lines. If this
situation persisted for a long time, interruptions of this nature could have a negative impact on the Group’s
sales.

Competition from products sold for unauthorized uses and from generic medication could reduce the
growth in sales achieved by the Group

The Group must deal with competition from generic products and products sold for unauthorized uses when
the protection afforded by patent law to the Group’s products and those of its competitors expires. Because
the producers of generic products do not have to incur the costs associated with the various stages of the
process of development of medications to prove that their products are not dangerous and are suitable for the
use for which they are intended, they can sell their products at prices that are lower than the prices at which
the Group sells its products, having incurred those costs. The Group’s products could lose market share in
the face of competition from these alternative treatments and, consequently, the Group could be unable to
maintain its current level of growth in sales or profitability.

Risks Relating to the Offering
The Company is controlled by Mayroy S.A., its majority shareholder

The Selling Shareholder, Mayroy S.A., will own approximately 82.1% of Ipsen’s equity and 89.5% of its
voting rights immediately after the Offering, assuming no exercise of the over-allotment option and
following the subscription of 250,000 shares in the employee offering. Under the same assumptions, once
the liquidity mechanism described in ‘‘Management — Employee incentive schemes’ becomes effective,
Mayroy S.A. would own approximately 76.0% of Ipsen’s outstanding shares and 86.0% of its voting rights.
As a result, Mayroy S.A. will be able to exercise significant influence over the affairs of Ipsen, including the
ability to control the outcome of important decisions at shareholder meetings and, in particular, influence the
appointment of directors, dividend policy and modifications to the statuts (by-laws) of Ipsen. For additional
information, see ‘‘Principal and Selling Shareholder.”’

Sales of a significant number of the Group’s shares could have a negative impact on the Group’s share
price

The possibility that Mayroy S.A. might sell all or a significant part of its shares upon termination of the
lock-up agreement described in ‘‘Underwriting’’ could have a significant negative impact on the trading
price of the shares. Upon the expiration of the lock-up period, financial investors in Mayroy S.A. will
receive shares of Ipsen which they may sell without contractual restriction.

There currently is no public market for the Shares.

There currently is no public market for the Shares, and although the Company has applied for listing on
Euronext™, an active trading market for the Company’s Shares may not develop, or, if such a market
develops, it may not provide significant liquidity. Investors may be unable to resell the Shares they buy at or
above the initial public offering price. The Company and the Selling Shareholder have established the initial
public offering price in consultation with representatives of the Underwriters. The initial public offering
price depends on a number of elements, including prevailing market and economic conditions at the time the
price was fixed, the business activities and financial condition of the Group and the pharmaceutical industry
more generally, and investor interest. Investors should not view the price they establish as any indication of
the price that will prevail in the trading market. If an active trading market does not develop, the liquidity
and price of the shares may be adversely affected.
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The Company’s Share price may fluctuate and an investment in the Shares could decline in value.

The Company’s Share price may fluctuate and could be affected by a number of events affecting the
Company, its competitors, the pharmaceutical industry or the financial markets. The Company’s Share price
could fluctuate in response to the following types of events:

* changes in the Group’s financial performance or of its competitors;

* the announcement by the Company or one of its partners of the success or failure of a research and
development program of the Company or of a third party in partnership with the Company;

* the announcement by the Company of the success or failure of the commercial launch of a new product;
* announcements by competitors concerning the pharmaceutical industry; or
* announcements regarding changes in management or key personnel of the Group.

In the last few years, the financial markets have experienced significant volatility that, at times, has had no
relationship to the financial performance of listed companies. Market volatility, as well as general economic
conditions, could affect the Company’s Share price.
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USE OF PROCEEDS

The gross proceeds from the Offering of the newly issued Shares will be approximately €170.9 million
before deduction of selling, underwriting and management commissions, and expenses payable by Ipsen, or
€196.6 million, assuming exercise of the over-allotment option in full. Ipsen estimates that the net proceeds
from the Offering of the newly issued Shares, after deduction of selling, underwriting and management
commissions, and related expenses payable by Ipsen will be approximately €160.0 million or €184.9 million
assuming exercise of the over-allotment option in full. Ipsen will not receive any proceeds from the sale of
Shares by the Selling Shareholder. The net proceeds will be used to allow Ipsen to pursue its strategy, in
particular with respect to external growth opportunities that create value.
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DIVIDEND POLICY

Dividend Distribution Policy

The Company’s dividend policy is determined by the Company’s Board of Directors based on an analysis of
the Company’s results and financial position. The Company’s objective in future years is to develop a
distribution policy consistent with its growth strategy, which the Company hopes will lead to a dividend
distribution each year of about 30% of consolidated net income. This is not an undertaking on the
Company’s part, and the Company may decide to change its distribution policy or not to pay a dividend at
all.

Dividends Per Share Paid in the Past Five Financial Years

In the past five financial years ended December 31, 2000, 2001, 2002, 2003 and 2004, the Company paid the
following dividends:
Year Ended December 31

2000 2001 2002 2003 2004
Net distribution (in €000s excluding tax credit).......c.cccveereenene 0 0 0 91,900 29,302.50
Net dividend per share (in € excluding tax credit) ................. 0 0 0 3.14 1.00

Taxation

Certain aspects of French and U.S. taxation of dividends are discussed in the section of this Offering
Circular entitled ‘‘Certain French Tax and United States Federal Income Tax Considerations’’.

Statute of Limitations

Dividends which are not claimed within five years of their payment date shall lapse and become the property
of the French State.

22




EXCHANGE RATE INFORMATION

The following table sets forth, for the periods and dates indicated, information concerning the exchange rates
for the euro from 2000 through December 5, 2005, expressed in U.S. dollars per euro. The information is
based on the noon buying rate in New York City for cable transfers in foreign currencies as certified for
customs purposes by the Federal Reserve Bank of New York (the ‘“‘Noon Buying Rate’’). The exchange
rates below are provided solely for your convenience. The Company does not represent that the euro was,
could have been or could be converted into U.S. dollars at these rates or at any other rate. For information
regarding the effect of currency fluctuations on the Group’s results of operations, see ‘‘Management’s
Discussion and Analysis of Financial Condition and Results of Operations’’.
Period End  Average
Rate Rate! High Low
(U.S. dollars per euro)

Year ended December 31:

2000 ... s 0.94 0.92 1.03  0.83
20071 ot et e 0.89 0.89 095 0.84
2002 ..ot bbbt 1.05 0.95 1.05 0.86
2003 .. et 1.26 1.14 126  1.04
2004 ..o ettt e 1.35 1.25 136 1.18
2005 (through December 5) ....ccocvvecininmiiiniiet e 1.18 1.25 135 1.17
Month

January 2005 ..o e 1.30 1.31 135 1.30
FEbIUary 2005 ....oouiiririiirieieiresiesaniessssessesessasesssssessessessassssensassassssans 1.33 1.30 1.33 1.28
March 2005 ..o e 1.30 1.32 1.35  1.29
AP 2003 1t 1.29 1.29 1.31 1.28
May 2005 ..cooriiii e 1.23 1.27 1.29 1.23
JUNE 2005 Lot e e b 1.21 1.22 123 1.20
JULY 2005 ... e 1.21 1.20 122 1.19
AUGUST 2005 (.o s 1.23 1.23 1.24  1.21
September 2005........oiiiiiriiirieere e e n 1.21 1.22 1.25  1.20
OCtobEr 2005 .....viiveiiiiiiiiiiiei et 1.20 1.20 121 1.19
November 2005 ..o s 1.18 1.18 121 1.17
December 2005 (through December S).......ccccovvviviiiiciinicciicnnnen 1.18 1.17 .18 1.17

(1) The average of the Noon Buying Rates on the last business day of each month (or portion thereof) during the relevant period for yearly averages;
on each business day of the month (or portion thereof) for monthly averages.
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CAPITALIZATION

The table below shows the Company’s cash and cash equivalents, short-term debt and capitalization at
June 30, 2005 derived from the Half-Year Consolidated Financial Statements prepared in accordance with
IFRS as described under Note 2 to these Consolidated Financial Statements, and as adjusted for the
Offering, before the exercise of the over-allotment option and before the employee offering, based on a
price-per-share of €22.20, less €4.7 million in fees and commissions paid to the underwriters before taxes
(without taking into account the discretionary commission described under ‘‘Underwriting’’) and
€6.2 million of estimated expenses related to the Offering payable by Ipsen before taxes. The ‘‘as adjusted’’
figures are presented prior to the utilization by the Company of the net proceeds of the Offering.
At June 30, 2005
Historical As Adjusted
(in thousands of euros)

Cash and cash equivalents ..o 41,591 201.590 J
Total short-term debt !
Bank 10ans, CUITENt POTTION .......eeovvveeirerererierireresiesasiessrseesiessee s raveessaeessanassssesssnas 9,523 9,523 1
DeEriVative IMSIIUITIENLS .vvvvvivevreeieeeeiesietreeesseesservessestvesessseesseseseessasssenernrsssserssessanns 1,140 1,140
Other ShOTt-teIM AEDL......coovveeiiieiieeeeie et es s e r et snveees 1,301 1,301
TOUAL.......coaeeeeeeieeeeeeeee ettt e s rete sttt e e st e st b e e s e s se bt e e s s et s eratbereesar e abaens 11,964 11,964

Total long-term debt

Bank loans, non-current portion .........c.ccccevveeeierreenienneeniennienienieenne eete et 157,703 157,703
Other long-term financial debt .......cccooveciiiiiiieriiriiire e see e ernesnees 16,270 16,270
TOUAL.......cooeeeieee ettt ettt et erb e aesssvesbb e b e e s e srbesaaesheeenbterssereenrantbens 173,973 173,973
Total shareholders’ equity
Share CapItal™ ..........c.cocoeiveieieeceee et 571,391 579,091
Share PremiUM® .........coo..ooiveeieeveere et en s 29,478 181,777
LLEGAL TESEIVE ..evrviii ettt ettt e st e st s rbee s e s st e e nbe e antn e e s rbtaesaaennbeeanans 44,686 44,686
OEE TESEIVES ...vtveeeiuiieeseteieiecrrreereeeerseetsreesirresessssssassseesasussssessssesnsntssantrsessnnseenn (279,119) (279,119)
TOUAL...........cooooeeeieeereeeieee ettt eb e v sttt eat s s e tbeeat s anae sanresbeserteerbeannas 366,436 526,435
MINOTILY INTETESES ........oviiiii ittt ettt e ear e et e et e ennae s 1,432 1,432
Total capitalization................ccooocviiiiiii e 541,841 701,840

(1) Total long-term debt. The Company’s credit facilities contain certain financial covenants and ratio requirements as more fully described in
Note 3.11.1 of the pro forma interim consolidated financial statements for the half-year ended June 30, 2005.

(2) At the July 18, 2005 extraordinary meeting of shareholders, the shareholders voted to reduce the share capital by transferring share capital to
share premium. Accordingly, between June 30, 2005 and September 30, 2005, share capital and premium changed as follows:

June 30, Reduction Other September 30,

2005 in Capital  Variations 2005
(in millions of euros)
Share Capital ... e 571,391 (496,455) — 74,936
SRAFE PIEMIUIL. ettt ittt it s esen bk enn st senene 29,478 496,455 __(1_1) 525,929
Total Share capital + share premium ...........cc.cocveciineecnecene s 600,869 0 @ 600,865
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SELECTED UNAUDITED PRO FORMA CONSOLIDATED FINANCIAL DATA

Three Years Ending December 31, 2004

The following selected pro forma consolidated financial information for each year in the three-year period
ending December 31, 2004 is derived from the Pro Forma Consolidated Financial Statements. The Pro
Forma Consolidated Financial Statements have been prepared in accordance with French GAAP, which
differ in certain significant respects from US GAAP and IFRS. For further information, see ‘‘Annex B —
Summary of Certain Differences between French GAAP and US GAAP”’ and the Notes to the 2004 Pro
Forma Consolidated Financial Statements Under IFRS included elsewhere in this Offering Circular.

The Pro Forma Consolidated Financial Statements were created using the procedures and assumptions
described in Note 1.2 to the Pro Forma Consolidated Financial Statements to reflect the financial position
and results of operations of the Group that would have been reported if it had existed as reorganized during
the periods in question. The reorganization transactions involved the transfer to Ipsen by its principal
shareholder of shares of certain affiliates and a royalty stream not already owned by Ipsen. Pro forma
financial statements restate historical financial information on the basis that a transaction or event occurred
on a date earlier than that on which it actually occurred or might reasonably be expected to occur. However,
they are not necessarily representative of the financial position or performances that would have been
reported if such transaction or event had occurred on a date before that on which it actually occurred or
might be expected to occur.

You should read the following selected unaudited pro forma consolidated financial information together with
the section entitled ‘‘Management’s Discussion and Analysis of Financial Condition and Results of
Operations’’ and the audited historical consolidated financial statements for each year in the three-year
period ending December 31, 2004 and the related Notes (the ‘‘Historical Financial Statements’”), and the
other financial information included elsewhere in this Offering Circular.

KPMG Audit and Deloitte & Associés, statutory independent auditors, carried out an examination of the Pro
Forma Consolidated Financial Statements for the years ending December 31, 2004, 2003 and 2002, and their
report thereon is included in this Offering Circular.
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Pro Forma Consolidated Income Statement Information

Year Ended December 31,

2004 2003 2002
€ € €
(in thousands of euros)

SLES ...ttt ettt at et er e et e anesranneaae s 770,183 737,225 697,816
Cost 0f 200dS SOIA ....c.vvviuiiiiiiciiinci e s (173,966) (200,543) (187,067)
GIoSS Profif.....c..oocviiiiiiiii e 596,217 536,682 510,749
Selling, general and administrative eXpenses .......c..cevvverrvenerieneenenvrennn. (316,411) (288,883) (272,583)
Research and development eXPEenses ........cvoveveveiinecrneriomecceneerincinerernuenes (147,400) (136,245) (130,684)
Other operating income and eXPENSES ........cocvvevrrrirerrieeriienrenieresiensnens 48,900 59,067 22,914
RESITUCTUIING COSLS c..vvvieeiiriiiriirieetieetteectiesnresrressanesreesrasenansesnnesannesaneees (14,320) — —
Operating iINCOME..............oeiiiiiiiiin s 166,986 170,621 130,396
Financial inCome/(EXPENSES) ... .ccvueeruerrrrirrrrerrreenresreressreesseeessesessesesensens (11,239) (20,731 (10,133)
EXCEePHioNal EIMIS .. .e.veuerrieerieeeriireisietereerieres e siesee e iesa e ebe e saeteeeenes 12,325 (2,890) (4,550)
INCOmME taXeS ..ovvevrreereereeee e ereereeenns eerteete e e e e et er e e be e ba et besreeeanesrsen (42,018)  (38,985)  (35,325)
Net profit before goodwill amortization and minority interests....... 126,054 108,015 80,388
Share of income of companies SOId.........cccovveriererreccrrceriencrrrneeieerresin, 1,233 — —
GoodwWill amMOMTIZATION ...oveicciiirrieeiriceeciire e eeciaeeciteeeeetea e eeicen e e eevereas (18,311) (6,456) (6,549)
Net profit before minority interests...............ccccoeiinviiivnnieciencnn e, 108,976 101,559 73,839
MINOTILY INLETESTS ..veveerericriereeieieie e seese e areee e e —————— (265) (122) (182)
INEL PIOfit ... e rae et abe e baeens 108,711 101,437 73,657
Earnings per share (in €UI0S) .......ccvevverreeiiieciereesnesvecsnensenssesssessssssesenes 2.90 2.71 1.97
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Pro Forma Consolidated Balance Sheet Information

As of December 31,

2004 2003 2002
€ € €
(in thousands of euros)
ASSETS
GOOAWIIL. ..ottt eeers e srb e e e st aseasan et s ebsaaseeasssssasbenasesanssane 181,282 135,321 141,777
INEANEZIDIE BSSELS .oviiiveiiieieirererieaseceeerteteeeeereesetereestsseeassessrensesseesnsesseens 36,069 17,266 3,445
Property, plant and equipment, Net..........cecvvveirirerinnreeinierne e 177,812 158,277 161,903
Long-term investments
Investments in & advances to non-consolidated subsidiaries................. 3,053 4,326 2,892
Other long-term invVestments ........c.ocevvvieneneincnnenne. et 1,507 1,546 894
4,560 5,872 3,786
TOtal AIXEA QSSES ......eoiieeivciiie ettt s et ta s ae e stee s 399,723 316,736 310,911
Deferred (AXKES oottt 7,304 6,513 7,906
T VETHOTIES 1vteereeeiiereee et eeeiteestenetsretbeeessabessessbaeessbeesssessesnbaeeassaesssaensssntnes 71,464 62,068 69,559
Trade receivables and related accounts .........ccccccecvvecivieciivnievniceieeeeenn, 160,137 142,374 123,309
OLhET CUITENT ASSELS .evvivreeiiiiiieeeiieiereeresertreeiasseerirtesseneeersressraresserenaeses 35,028 35,704 36,669
Short-term investments and deposits..........cccovevmvrineiinceicnnincieie, 72,587 87,344 112,388
CaSh v et b et et s e aars 21,734 15,157 1,591
Total current assets ..................... SRS URURURPSURURURRUR e e 368,254 349,160 351,422
TOTAL ASSETS ...t e sre e sess s are e ssaenssaeaas 767,977 665,896 662,333
SHAREHOLDERS’> EQUITY AND LIABILITIES
Shareholders’ EqUILY .....cocecrivieiierecrnnr e s
Share Capital.......coveci it 571,391 571,391 571,391
Additional paid-in capital and TESEIVes .......c.cocvvmmrnmiiernccninncseeninecn, (363,313) (358,005) (421,706)
Net profit for the period ........oceevviiiereininin e 108,711 101,437 73,657
Cumulative translation TESEIVE ......covieiieiererieeieierirereeceresasareeaasresesseesas (7,266) (4,227) 3,604
Total shareholders’ equity ............cc...oociiiiiciiiniiiic e 309,523 310,596 226,946
MinoTity INLETEsS ..ovvvereereereecne ereeeer e hraresoerh———e ot et e eerntetasenanerereans 1,172 1,057 1,008
Provisions and long-term labilities
Provisions for employee benefits ...........cccvevvciniiinicciniiics 3,719 3,522 3,632
Provisions for risks and charges ...........cccccvevieinciienciiin, 24,527 28,209 15,407
BAanK DOITOWINES ...eveveerereiiiericceiesieieeie et eeen st s assecsseebeseessesesbenenne 215,010 133,679 176,660
Other 10ng-term debt .....c.eveeriieiiiiniiiree e 12,455 12,871 9,762
255,711 178,281 205,461
DeEferTed taXES ..ovicvieireciee et ettt b ettt ane s 841 554 641
Current liabilities
SHOTT-LEITIL DL cuviiveiiiiiiir e eree e e s bnesee e e sressersesestessaessnastaseas 11,063 2,273 59,208
Trade payables and related aCCOUNES .....cevvivieiieiieiinciicccreeceeen 99,332 85,805 97,307
Other current HabilitieS ....c..ovve it s 88,777 84,554 70,043
Bank OVerAraftS ..ooiiieiiieirie ettt bttt rte e s eree e 1,558 2,776 1,719
200,730 175,408 228,277
TOTAL SHAREHOLDERS’ EQUITY AND LIABILITIES............ 767,977 665,896 662,333
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Pro Forma Consolidated Statement of Cash Flows Information

Year Ended December 31,

2004 2003 2002
€ € €
(in thousands of euros)
Cash flow from operations before changes in working capital................. 141,302 157,794 107,606
Change in working capital related to operating activities..........co.ccecveneenn. (16,461) (6,249)  (14,286)
Net cash provided by operating activities ..........coovvevievvineririeniieniiiecenean 124,841 151,545 93,320
Net cash used by INVesting aCtiVities ........occeeeereriieerieersieeieieerereereressenvessans (102,347) (51,343) (35,416)
Net cash used by financing aCtivities ..........ccoivecireererenieninenicennesenne (12,232)  (95,530) (51,184)

The First Half of 2005 and the Full Year 2004 (IFRS)

The following selected consolidated financial information for the first half of 2005 and the first half of 2004
is derived from the Half-Year Pro Forma Financial Statements presented in Note 9 to the Half-Year
Consolidated Financial Statements. The Half-Year Pro Forma Financial Statements have been prepared in
accordance with IFRS, which differ in certain significant aspects from French GAAP and US GAAP. For
further information, see the Notes to the 2004 Pro Forma Consolidated Financial Statements Under IFRS
included elsewhere in this Offering Circular and ‘‘Annex A — Summary of Certain Differences between
IFRS and US GAAP’’.

The table below also includes summary financial data derived from the unaudited pro forma consolidated
financial statements of the Group prepared under IFRS as of and for the year ended December 31, 2004.

The Half-Year Pro Forma Financial Statements were created using the procedures and assumptions
described in Note 9 to the Half-Year Consolidated Financial Statements to reflect the financial position and
results of operations of the Group that would have been reported if it had existed as reorganized during the
periods in question. Pro forma financial statements restate historical financial information on the basis that a
transaction or event occurred on a date earlier than that on which it actually occurred or might reasonably be
expected to occur. However, they are not necessarily representative of the financial position or performances
that would have been reported if such transaction or event had occurred on a date before that on which it
actually occurred or might be expected to occur.

You should read the following selected historical and pro forma consolidated financial information together
with the section entitled ‘‘Management’s Discussion and Analysis of Financial Condition and Results of
Operations’’, the Half-Year Pro Forma Financial Statements and the related Notes, the 2004 IFRS
Consolidated Financial Statements and the related Notes and the other financial information included
elsewhere in this Offering Circular.

The Half-Year Financial Statements have been reviewed by KPMG Audit and Deloitte & Associés, statutory
independent auditors, and their report thereon is included in this Offering Circular.
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Pro Forma Consolidated Income Statement Information

Six Months Ended Year Ended

June 30, December 31,
2005 2004 2004
€ € €
(in thousands of euros)

Sale Of GOOAS ..ooiiiieeiii e 412,704 377,655 767,825

OMNET TEVEIMUE ...ovveeeie ettt ettt s sttt s st e s st ar s e ssatessesanss 45,684 31,979 63,287

TOtal TEVEIMUE .......coecvveiviiieiierie s ettt et rneebe e rena 458,388 409,634 831,112
Cost Of g00dS SOIA....ociriiririeci et (88,961)  (82,968) (173,832)
Research and development EXPenses ........ovvvvvvvrvcvmreiinnnicnieecneniniees (75,635)  (62,221) (143,243)
Selling, general and adminisirative eXpenses .......c.ccooevvevevecrvereresrennns (177,317)  (163,073) (337,182)

Other operating income and eXPENSES ......cocevervmsmrierrerinnenvninnsennones 174 (202) 2,123
RESIMUCIUNITIZ COSIS..cuivviiiiiriiiiareerieieerneireeesieraeteste st eveetesresseassetbannens — (9,453) (10,840)
IMPairment L0SSES ..ooiiiiiiiiiinienrirer s e rese e sre st eeree s e e s e e e seeesnenes — — (10,757)

Operating INCOME.............c.coocoreevieiiieiirit et eee reeraereees e 116,649 91,717 157,381

Investment reVenUE ........cccevvevieeciiiie e 1,089 1,014 2,184
FINATICE COSES vuiiiurireirrrieierriiirerieitereeeiiereresessesasnsessasssssenssessasresasssenss (4,378) (5,183) (11,004)
NEt fINANCE COSIS 1vviiiirrriiirieiiiieeeen it errereesrteeetssessertresessneraereesssssareees (3,289) (4,169) (8,820)
Other financial income and eXPenses.........coverirrirevvine s (1,348) (508) (466)
Income taxes ............. et ettt (22,433)  (25,775) (42,134)

Net profit from continuing operations ...............cccceevnvieiienininns 89,579 61,265 105,961

Discontinued OPErAtiONS....c.vcuiciiiviieinenriresrnienrersiesiearesaeasensesesessesas — 12,266 11,943

Net profit for the period ..............c.coocoeiiiiiieie e, 89,579 73,531 117,904

attributable to equity holders of the parent.........cccccvveiiiniciieniece, 89,368 73,435 117,638

IMINOTILY INEETESES 1.viveverveirereriirieesreesiesinereressereeiesreesssseesesseseerens 211 96 266

Earnings per share (basic and diluted) (in €Uros) ........cccceceerveceerennn 2.39 1.96 3.14
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Consolidated Balance Sheet Information at June 30, 2005

Pro-forma
As of as of
June 30, December 31,
2005 2004
€ €
(in thousands of euros)
ASSETS
GOOAWILL........coiiiiiii et e e b e sttt rbeeabesrteaaas 188,836 188,836
Other intangible assets, Net................cocoviiiniiieie s 36,642 35,221
Property, plant and equIPMENt, &t COSt....eciiirioiiirieiiiniriiniiteieierrebeene e sreeanes 431,400 415,248
Depreciation, amortization and impairment 10SSeS........cccceevvrrvcvrrrrrverriiernvernnan. (249,652) (237,436)
Property, plant and equipment, net .................ocooieiiieii i, 181,748 177,812
EQUILY IMVESTITIBIILS .coutiitiiriiinieiiiee ettt ettt ettt s eete e s saeeree st e beseseesaeeneesanennnan 2,733 3,003
Other non-current fiNANCIAl ASSELS ..uviirvrieiirireeree it eeeesiinereeeessesrereesssesssssssreasssesnns 2,102 2,292
NOD-CUITENE ANANCIAL ASSELS ..vivivviiriieirieiriiiscctirerireesreresestbreeebaresssaersesssbseseseraeseas 4,835 5,295
DIeferred fAX ASSEIS .uvviiiiiei ittt ettt ettt e e et e et e reaarteeae s 15,598 8,235
TOtal NON-CUITENE ASSELS ...veiieviiiieereeireereecireeee e et e e reeeeereeereeeenteartessensseenesenreeereeenns 427,659 415,399
TIIVEIIEOTIES o..uvviiutieiiiicieceett et e et e e e et e etbe et e eeaseeat s eateesasesenueeeassssaneeasbeatreensresnees 76,076 71,464
Trade 1€CeIVADIES.....coceeieceieceeeeeees ettt 175,978 160,137
CUITENE TAX ASSELS 1eruveivrierrieieireeireeeteeieseeeiresreetseseesseseaesrssreansastsestssensassesssessrsases 1,320 2,245
OTNET CUITEINT ASSEIS...ccieuviiiieeiiiecentrireeeriereerreeeientteeseeseertrteasessetsiratereessesssereeesesasronne 41,038 32,783
Cash and cash equIVAlENS .........co.oov i craeseeerbesens 41,591 94,321 -
TOtal CUFTENT ASSELS.........coooviiiieiiiiieierccieete et cr e et rreeste e te et e st enestessteeereaneeas 336,003 360,950
TOTAL ASSETS ..ottt ettt et tr ettt es v s aavaeseseneon 763,662 776,349
SHAREHOLDERS’ EQUITY AND LIABILITIES
Share capital ..o e 571,391 571,391
Share premiums and consolidated reSEIVeS..........ocuvrieeirerereenteienerrenee e (263,050) (367,885)
Net Profit fOr the YEAT......oicviiieeie ettt ettt st eseenes 62,075 117,638
Cumulative anslation TESEIVE .....c.vcvevveeviereeveeeisireeseereereotreseierereseiterseessirnssesssersons (3,980) (7,346)
Shareholders’ equity attributable to equity holders of the parent ................. 366,436 313,798
IMINOTILY IOTETESES .eeoviiieirerietieieisresiertestessesaesreetaesanteseassteseereastassssssessssnsesaesressnssanes 1,432 1,188
Total Shareholders” equity.............ccccoooiiiiiiiinii e 367,868 314,986
Retirement benefit ObliGatioNS ......c.ccceiiriieiiienir e s 7,964 7,594
LONE-TEIMN PIOVISIONS .eovveiiiiieiieeiinirestenin et sttt seesrerseesees e ebesreemeese s sbeseeeseeseeneasean 9,563 10,330
BanK JOANS ......cvviiiiiiii ittt e e s e s 157,703 215,010
Other financial HabilIties.....vuiicviireiiiiiii ittt s et e e et reeeee e s eaennenan 16,270 12,455
Deferred tax Habilitles.........cociiieiiiiiiiiie ettt esne e s 1,196 862
Total non-current Habilities .........c.ccoooviiiiiiiiiii e 192,696 246,251
SHhOT-TEIM PIOVISIONS .....eiviiiiiiiiiir ettt 2,968 4,240
BanK JOANS ....c.oiiiiiiiiiieee ittt eeree vt se et esessae st eseb e ebt b e e s baesbseneesasesretreeereseneearaan 9,523 10,171
Financial HabilIties .....c...ociiiiiiiiiiieeee ettt e st e svee s 2,441 892
Trade PayaDIES......ccoviveiir e bbb et e e bt teennas 90,457 99,332
Current taxX Habilities........ooiiiiiiiiiir ittt e s eatres 10,585 8,910
Other cUurrent HADIIIEIES ...ocvvvviireiees ettt is et vttt s s e ests et s esanreeesiene s 77,275 90,009
Bank OVerdrafts .........covvieiiiieiic ettt 9,849 1,558
Total current HabilitieS ..........c..coovivieiiie e 203,098 215,112
TOTAL SHAREHOLDERS’ EQUITY AND LIABILITIES ..................... 763,662 776,349
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Pro Forma Consolidated Statement of Cash Flows Information

Cash flow from operating activities before changes in working capital .............
Change in working capital related to operating activities..........cocecveevveviininnine.
Net cash provided by operating actiVitieS......ccccininiininiiieeiniiircnenee e
Net cash used in INVeStiNg ACHVILES ...ccorvivreririiiniiniirine it
Net cash used in financing aCtiVItIES........oecverirrermieiinerens vttt
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Six Months
Ended Year Ended
June 30, December 31,
2005 2004
€ €
{(in thousands of euros)
98,302 145,692
(35,775) (21,009)
62,527 124,683

(29,741) (102,477)
(88,416) (11,945)




MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Overview

Ipsen is a European pharmaceutical group founded in 1929, which currently markets more than 20 drugs.
The Group’s product portfolio includes pharmaceutical products marketed around the world to specialists
working in its targeted therapeutic areas (oncology, endocrinology and neuromuscular disorders), which are
its primary areas of development. The Group also markets products in other therapeutic areas in which it has
longstanding expertise (gastroenterology, cardiovascular and cognitive disorders). These include mainly
primary care products sold in France. In both its targeted therapeutic areas and in primary care, the Group
has a diversified portfolio of leading medicines that have demonstrated a good safety profile.

The Group’s development strategy is based on a complementary mix of products in the targeted therapeutic
areas, which are growth drivers, and primary care products, which help to finance its research activities. This
strategy is supported by the active development of international partnerships in marketing and research and
development activities. The Group believes it is one of the few pharmaceutical groups among its peers
capable of integrating the full spectrum of technologies required to develop complex, innovative products.
These technologies include peptide engineering, protein engineering, medicinal chemistry and advanced
drug delivery systems.

Preliminary Note Regarding Pro Forma Presentation

In June 2005, the Group reorganized its legal structure in a series of transactions in which the Company’s
principal shareholder, Mayroy S.A., a Luxembourg company, transferred to the Company substantially all of
its operational assets and equity holdings.

Before the reorganization, the Company was the Mayroy group’s main operating subsidiary. In 2004, the
consolidated sales of the Company and its subsidiaries amounted to €742 million, representing more than
96% of the Mayroy group’s total consolidated sales in that year.

The reorganization had no impact on the Group’s overall scope of business, which remains unchanged.
Under IFRS, the reorganization is treated as a business restructuring involving entities under common
control. Accordingly, the assets and equity holdings were transferred to the Company at their net book value
as recorded in the financial statements of Mayroy on the date of the transaction, and were not revalued in the
Company’s financial statements.
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Before the reorganization, the Group’s simplified legal structure was as follows:

| Ipsen
MAYROY brand

........................ »| Kogenate®
royalties

49.71 %

Ipsen Biomeasure

Farmaceutica BV

Inc.

50.29 %

The reorganization took place in two stages.

In the first stage, Mayroy transferred to its wholly-owned Dutch subsidiary, Ipsen Farmaceutica B.V., the
right to receive 50% of the royalties due by Bayer and its sub-licensees under their license over the Group’s
Factor VIII human recombinant, which includes Kogenate®, as described in ‘‘Business — Major agreements
and partnerships — Other agreements’’. The remaining 50% of the royalties were (and remain) owned by
one of the Company’s subsidiaries.

In the second stage, Mayroy transferred the following assets to the Company on June 30, 2005:
* 100.00% of the share capital and voting rights of Ipsen Farmaceutica B.V.;

* approximately 46.59% of the share capital and voting rights of Ipsen Ltd. (United Kingdom) in which
S.CR.AS. (wholly-owned subsidiary of the Company) owned approximately 53.41% of the share capital
and voting rights;

* approximately 49.71% of the share capital and voting rights of Biomeasure Inc. (United States) in which
S.C.R.AS. held approximately 50.29% of the share capital and voting rights; and

* the ““Ipsen’’ brands, logos and trademarks.

Simultaneously with the asset transfer, Mayroy subscribed to a new share issue for cash made by the
Company in the amount of €66,000,008.10 in order to transfer to the Company the bulk of the cash balances
previously held by Mayroy.

Following this reorganization, the Company holds all the Group’s operating assets and equity interests while
Mayroy holds 100% of the Company’s share capital and voting rights (except for directors’ qualifying
shares).
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The Group’s simplified legal structure at June 30, 2005 was as follows:

MAYROY
100 %
Ipsen
brand
100 %l 100 % l 46.59 % 49.71 %l

Ipsen Biomeasure
Farmaceutica BV Inc.
! A
! 5341 % 50.29 %
v
Kogenate®
royalties

For comparative purposes, pro forma financial statements have been prepared for 2002, 2003 and 2004 (the
*‘Pro Forma Consolidated Financial Statements’’), based on the Company’s audited historical consolidated
financial statements, using the procedures and assumptions described in Note 1.2 thereto to reflect the
financial position and results of operations of the Group that would have been reported if it had existed as
reorganized during the periods in question. These financial statements have been prepared under French
GAAP, which differ in certain significant ways from US GAAP. See ‘‘Annex B — Summary of Certain
Differences between French GAAP and US GAAP”’. As presented in Note 9 to the Half-Year Consolidated
Financial Statements, the pro forma financial information has also been prepared for the first half of 2005
and the first half of 2004 (the ‘‘Half-Year Pro Forma Financial Statements’’), under IFRS, which differs in
certain significant ways from U.S. GAAP. See ‘‘Annex A — Summary of Certain Differences between
IFRS and US GAAP".

Pro forma financial statements restate historical financial information on the basis that a transaction or event
occurred on a date earlier than that on which it actually occurred or might reasonably be expected to occur.
However, they are not necessarily representative of the financial position or performances that would have
been reported if such transaction or event had occurred on a date before that on which it actually occurred or
might be expected to occur.
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Discussion of the Group’s Pro Forma Results of Operations and Financial Condition in 2004, 2003
and 2002 (French GAAP)

In the following discussion, all financial information is shown on a pro forma basis and has been established
under French GAAP. For simplicity, the term “‘pro forma’’ has not been repeated throughout.

Introduction

In 2004, consolidated sales amounted to €770.2 million, including 30.3% outside the major western
European markets (Germany, Spain, France, Italy and the United Kingdom). In 2004, the Group devoted
19.1% of its consolidated sales to research and development, including a substantial proportion to
discovering and developing innovative drugs in its targeted therapeutic areas to address unmet medical
needs.

The Group’s business is the research, development, manufacture and sale of pharmaceutical products for
human healthcare. As part of this business, the Group also sells the active ingredients or raw materials used
in manufacturing pharmaceutical products, and provides research and development services in human
healthcare. In 2004, drugs prescribed by the medical profession accounted for 96.2% of total sales compared
with 92.3% in 2003, before the sale of the Group’s interest in its affiliate Dynport (discussed below), whose
sales were recorded under pharmaceutical-related activities (see Note 3.1.3 to the 2004, 2003 and 2002 pro
forma consolidated financial statements).

Sales and Operating Expenses

Sales. The Group’s sales principally comprise sales of pharmaceutical products prescribed by the medical
profession. These products are sold either directly or through licenses granted to third parties. In the income
statement, sales are composed of direct sales of pharmaceutical products and revenue from pharmaceutical-
related activities, which include sales of active ingredients and raw materials. Royalty income received in
respect of sales made under licenses is accounted for as other operating income.

Operating Expenses. Operating expenses include the cost of goods sold, selling, general and
administrative expenses and research and development expenses. The cost of goods sold is principally
composed of the cost of active ingredients and raw materials, labor costs, other manufacturing-related costs
and packaging. Selling, general and administrative expenses include personnel costs, promotion and
advertising costs, head office costs, sales taxes in some countries, and storage and transport costs. They also
include royalties paid on sales made by the Group under licenses. Research and development costs are
principally composed of expenses incurred in identifying new molecules and developing them into new
drugs, including the cost of identifying and developing opportunities for purchasing new products or
companies that will give the Group access to new products. They also include amounts paid by the Group
under its research and development agreements, either in advance or on a milestone basis. However, when
the Group pays an amount to obtain a license for a product that has already received regulatory approval,
these payments may be capitalized and amortized over the term of the license concerned, in which case the
annual amortization charges are recorded as other operating expenses.

Other Operating Income and Expenses. Other operating income is principally composed of royalties
received by the Group under license agreements with third parties, milestone payments received under
research and development agreements and research and development expenses charged to third parties under
partnership agreements.

Critical Accounting Policies

Ipsen’s financial condition and results of operations, as reflected in the Pro Forma Consolidated Financial
Statements are sensitive to accounting methods, assumptions, estimates and judgments that underlie the
preparation of such financial statements. Ipsen bases its estimates on its experience and on various other
assumptions deemed reasonable, the results of which form the basis for making judgments about the
carrying values of its assets and liabilities. Actual results may differ significantly from these estimates. The
most significant estimates are described, with respect to the pro forma IFRS consolidated financial
staternents for the year ended December 31, 2004, in Note 2.6 and Note § thereto.
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N.B.: The expression ‘‘at constant exchange rates’’ is used to indicate when the impact of exchange rate
Sfluctuations has been eliminated by restating the prior period figures using current period exchange rates.

Significant Events in the Period
Partnership Agreements

* In March 2004, Ipsen signed a license agreement for the marketing of Testim® 1%, a testosterone gel
developed by Auxilium Pharmaceuticals Inc., a U.S. company. The agreement gives Ipsen marketing and
distribution rights in all countries except the United States, Canada, Mexico and Japan. The financial
terms include an initial fixed payment, milestone payments based on registration and marketing approval
in the countries concerned, and royalty payments based on future sales volumes. The product has obtained
marketing approval in fifteen European countries.

By December 31, 2004, Auxilium had transferred to Ipsen its marketing approvals for Germany, Portugal,
the United Kingdom, Spain, Sweden, Norway, Denmark and Belgium. The process for other countries is
currently underway. The Group began distributing Testim® in Europe in early 2005.

¢ On October 7, 2003, the Group signed an agreement with subsidiaries of the Hoffmann-La Roche group
(“‘Roche’’), granting Roche an option for an exclusive license over the development and world
distribution rights for its diabetes compound, BIM 51077. The rights are co-exclusive for Japan and
France. The option is valid for three years in exchange for fixed premium payments to the Group.

The Group will manage and finance a program to develop new forms of the BIM 51077 compound.
Depending on the outcome, Roche may exercise its option at a price that varies according to the exercise
date. If the option is exercised, Roche will reimburse the Group for all research and development
expenditures incurred from signature of the agreement, multiplied by a coefficient that varies with the
option exercise date. Roche will then be responsible for financing all future global development of the
compound. It will make additional payments contingent upon achievement of various development,
regulatory, and commercial milestones. The maximum amount of payments (including option payments
and milestone payments) to be received by the Group is €202 million.

* In 2003, the Group acquired world development and distribution rights to an innovative anticancer agent,
SJG-136, developed by Spirogen. Under the agreement, the Group will make an initial payment plus
further payments contingent upon achievement of clinical development and regulatory milestones. The
Group will also pay Spirogen royalties on worldwide sales.

Spirogen will also conduct a two-stage research program on behalf of the Group lasting about five years,
which will give the Group development and distribution rights over another product from the same
technological platform. This program is in addition to the Group’s global research and development
activity in oncology.

* In March 2003, the Group acquired distribution rights in France for two anti-hypertension products for a
period of eight years. See ‘‘Business— Company history’’ and ‘‘— Major agreements and
partnerships — Agreements in primary care’’. It also purchased all the intangible assets associated with
these products from the previous distributor for the amount of €19.9 million, including €12.7 million in
2003 and an additional amount of up to €7.2 million based on 2004 sales.

¢ In December 2002, the Group entered into a license and co-operation agreement with subsidiaries of the
Roche group. The agreement covers the development of two anticancer agents from the Group’s research
portfolio, Diflomotecan and BN80927, together with worldwide distribution rights, excluding Europe, of
the end products. Amounts received by the Group under the agreement in 2003 and 2004 were booked as
other operating income. The parties terminated this agreement on May 10, 2005 (see Note 1.4.1 to the
historical Consolidated Financial Statements for 2004, 2003 and 2002).

Acquisitions

* Beaufour, Beaufour & Cie. Pursuant to conditional sale agreements signed in 1998, the Group acquired
Beaufour, Beaufour & Cie in January 2004 for the amount of €53.4 million plus registration duties of
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€2.5 million. After the allocation of the 2003 results and repayment by Beaufour, Beaufour & Cie of
€1.5 million of sharcholders’ advances, the Group also acquired the remaining €3.3 million in outstanding
shareholders’ advances. Beaufour, Beaufour & Cie was consolidated at a value based on the sale
agreement price, giving rise to goodwill of €57.0 million, which was subsequently reduced to
€53.5 million after fair value adjustments (€2.1 million for land and buildings, €2.0 million for inventories
and €(0.5) million for associated deferred taxes). The goodwill is amortized over 25 years, being the
residual amortization period of the goodwill arising from the 1998 legal and financial restructuring (see
‘‘Business — Company history’’). This acquisition also led the Group to consolidate proportionally the
Irish company Cara Partners, in which Beaufour, Beaufour & Cie has a 39.75% stake and the Group now
has 50.0%, the remainder being held by the Schwabe group.

Spirogen. The Group has acquired shares and call options over shares exercisable until December 31,
2006, giving it access to 19.99% of Spirogen’s share capital. At December 31, 2004, the Group had a
17.10% stake in Spirogen, acquired for the amount of €8.2 million. A write-down of €6.5 million was
made at the end of 2004 to bring the value of this investment into line with the Group’s share in
Spirogen’s underlying net assets.

Sterix. In February 2004, the Group acquired Sterix, a UK company involved in research and
development of a new generation of steroid-based pharmaceutical products for use in treating certain
cancers and some metabolic and endocrinological disorders. This acquisition strengthens the Group’s
oncology portfolio, adding two products currently under development, STX 64 in Phase I clinical trials for
breast cancer, and STX 140 in the pre-clinical phase, as well as other research projects and a portfolio of
patents under development. It also gives the Group the opportunity to forge close relationships with two
internationally reputed English universities. The goodwill arising from the acquisition amounted to
€10.8 million and was written down in full as of December 31, 2004 (see ‘‘Goodwill amortization’’
below).

Divestitures

Dynport. In June 2004, the Group sold its 49.0% holding in the Dynport L.L.C. joint venture, which
specializes in developing vaccines. The Group’s share of the 2003 sales of Dynport, which was
proportionally consolidated, was €28.6 million, with a substantially lower gross margin than that
commanded by sales of pharmaceutical products.

Restructurings and Product Discontinuations

Hpyate:C®. At the end of June 2004, the Group decided to discontinue production of Hyate:C®, which
generated sales of €0.3 million in 2004, €0.6 million in 2003 and €4.3 million in 2002. The decision was
prompted by repeated difficulties in sourcing raw materials of an acceptable quality, difficulties which the
Group has been unable to resolve despite its efforts. The negative impact on 2004 operating income was
€10.5 million.

Ipsen Pharma S.A. (one of the Company’s subsidiaries) decided to restructure its operations in 2004,
leading to about 20 job losses, mainly in its production facilities. The total cost of the plan, announced in
December 2004, will be €2.0 million, principally in redundancy payments, spread over the first quarter of
2005.

Erwinase®. In February 2003, the Group decided to discontinue distribution of Erwinase®, an
anticancer agent. The negative impact on 2003 sales was €6.1 million compared with the same period of
2002.

Debt Refinancing

On December 17, 2003, the Group repaid the balance of a syndicated loan taken out in 1998, amounting to
€231.4 million. These borrowings were refinanced by four bilateral credit lines initially totaling
€315 million, with a maximum term of five years (see Note 2.14.1 to the 2004, 2003 and 2002 pro forma
consolidated financial statements). The credit lines may be used in the form of short-term draw downs (1 to
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12 months) at the borrower’s initiative, enabling the Group to adapt its borrowings to its cash-flow profile.
At December 31, 2004, the amount drawn down was €215.0 million.

Governmental Measures

During the period from 2002 to 2004, European governments introduced various measures to reduce public
health spending, which have had an impact on the Group’s results.

* In France, price cuts introduced in the final quarter of 2002 had their full effect in 2003 and 2004. They
related mainly to Tanakan® and Ginkor Fort®.

* The Romanian government reduced the reimbursement rate for Tanakan®, which resulted in a decrease in
2003 sales.

* The German government introduced a 16% sales tax on drugs in 2004.
* The Italian government introduced a 6.8% sales tax on drugs at the end of June 2004.

Falling drug prices, due both to governmental measures and to commercial pressure in some countries,
decreased 2004 sales by €4.1 million compared with 2003, representing a 0.6 percentage point decrease in
sales growth. Governmental measures have continued to impact prices of the Group’s products since the end
of 2004. See *‘— Six months ended June 30, 2005 compared to six months ended June 30, 2004 (IFRS)”’
and ‘‘— Recent developments’’.

Other Significant Events

* Royalty Income. Royalties received by the Group under the license over its Factor VIII human
recombinant products, which include Kogenate®, grew significantly in 2003 and 2004. See ‘‘Business —
Major agreements and partnerships — Other agreements’’. This led to an €11.6 million increase in other
operating income in 2003 compared with 2002, and an increase of €2.1 million in 2004 compared with
2003.

* Biotechnology Development and Production Facility. In 2003, the Group decided to build a
biotechnology development and production facility in the United States to manufacture clinical samples
and, at a later stage, the corresponding end products. The construction contracts were signed in 2003, and
the building was completed in 2004. Total costs incurred in 2003 and 2004 amounted to $14.5 million.

Results of Operations: 2004 Compared with 2003

Consolidated Sales. _
2004 sales amounted to €770.2 million against €737.2 million in 2003, an increase of 4.5% or 5.1% at
constant exchange rates. On a comparable structure basis (mainly excluding sales contributed by Dynport,

sold in June 2004, which were booked under pharmaceutical-related activities), Group sales were up 8.6%
compared with 2003 and 8.9% at constant exchange rates.
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Therapeutic Area Breakdown:

The table below shows a breakdown of 2004 and 2003 sales by therapeutic area.

2004 2003 Change
% % 2004/2003
€ sales € sales € Y%

(in thousands of euros)

Targeted therapeutic areas

ONCOIOZY vttt 200,259 26.0 182,181 24.7 18,078 9.9
Endocrinology .......ccoceeevennccnneciinieesesieennen, 73,194 9.5 59,906 8.1 13,288 222
Neuromuscular disorders ..........cccceevveeeivereiinnnn. 83,677 10.9 70,078 9.5 13,599 19.4

Sub-total............cccoovvcveiiiciieiiiei e, 357,130 464 312,165 42.3 44,965 14.4
Primary care
Gastroenterology .....ccovvveveenerniinienie e serie e 136,250 17.7 131,729 17.9 4,521 34
Cognitive AiSOrders........cococvvvvevrevrieireenierenninnn, 116,703 15.2 121,745 16.5 (5,042 (4.1
CardiovasCular.......ccccvveeviviiereieireeeeee e eesseeneeens 115,814 15.0 99,697 13.5 16,117 16.2

Sub-total............ccoeveveeviieiiiiieree 368,767 479 353,171 47.9 15,596 4.4
Other products

Sub-total.........cccoovvvviceiiiee e 14,744 19 15,375 2.1 (631) (4.1
Total pharmaceutical product sales ............ 740,641 96.2 680,711 92.3 59,930 8.8
Pharmaceutical-related activities ................. 29,542 3.8 56,514 7.7  (26,972) (47.7)
Total sales ...........ocovvveviiiiiiiice e 770,183 1000 737,225 100.0 32,958 4.5

In 2004, sales of pharmaceutical products prescribed by the medical profession amounted to €740.6 million,
representing 96.2% of total sales, compared with €680.7 million, or 96.0% of total sales in 2003 on a
comparable structure basis. In 2004, pharmaceutical-related activities comprised only sales of raw materials
and active ingredients, following the sale of Dynport L.L.C. This represents growth of 8.8% in 2004 (9.1%
at constant exchange rates), broken down as described below.

Targeted Therapeutic Areas:
Sales of products in targeted therapeutic areas grew by 14.4% in 2004 compared to 2003.

* Oncology. Sales rose by 9.9% in 2004, driven by strong growth in sales of Decapeptyl®, particularly in
Central and Eastern Europe.

* Endocrinology. Sales rose by 22.2% in 2004 (21.8% at constant exchange rates), driven by strong
growth in Somatuline® Autogel®. Sales of the newly-launched NutropinAgq® were in line with
expectations, although the impact on sales growth was minimal.

* Neuromuscular Disorders. Sales rose by 19.4% in 2004, as Dysport® performed well in almost all its
markets.

Primary Care:
Sales of primary care products rose by 4.4% (4.6% at constant exchange rates) in 2004 compared to 2003.

¢ Gastroenterology. Sales were up 3.4% in 2004 (4.9% at constant exchange rates), supported by a good
performance from Forlax®, Bédélix® and Fortrans®, particularly in France. However, sales of Smecta®

were down slightly due to the absence of seasonal gastroenteritis epidemics in France in the winter of
2003/04.

* Cognitive Disorders. Sales were down 4.1% in 2004, chiefly due to a decline in Tanakan® sales in
France early in the year, despite a significant recovery in the second half.
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* Cardiovascular. Sales were up 16.2% in 2004, driven by a strong performance from Nisis® and
Nisisco®. However, these two products were only launched in mid-May 2003, which explains part of the
growth in 2004. Excluding this effect, sales growth would have been 6.3%.

Product Breakdown:

The table below shows a breakdown of 2004 and 2003 sales by product:

2004 2003 Change 2004/2003
% %
Product ’ € sales € sales € Yo
(in thousands of euros)

Decapeptyl® ) ..o 198,892 25.8 181,185 24.6 17,707 9.8
Tanakan® ........ccoccoceviiveiiee e 116,703 152 121,745 16.5 (5,042) 4.1
Dysport® s 82,544 107 68,979 9.4 13,565 19.7
Somatuine® ) ..o 72,146 9.4 59,638 8.1 12508  21.0
SMECIA® ...oiiiiiieie e e 65,383 8.5 65,529 8.9 (146) (0.2)
Ginkor FOrt® ......cccccccvmvveeriecreeecnensnesve e 59,139 7.7 60,595 8.2 (1,456) 2.4)
FOrlax® .....ovovcviiecei et sae e 39,472 5.1 37,518 5.1 1,954 5.2
Nisis® and NiSiSCO®....ccovierrieeriemvrienriresvirrenenens 37,232 4.8 18,509 25 18,723 101.2
Other products .......ccccoveeveeeriienieeiinrieennenns 69,130 9.0 67,013 9.1 2,117 3.2
Total pharmaceutical product sales ............. 740,641 96.2 680,711 92.3 59,930 8.8
Pharmaceutical-related activiti€S.........ccoevveenen. 29,542 3.8 56,514 77 (26,972) (47.7)
Total Sales .........ccccovvvveeviiiieeeiiiieee s 770,183  100.0 737,225 100.0 32,958 4.5

(1) Peptide or protein based products.

* Decapeptyl®. Sales rose by 9.8% in 2004, an increase on the previous year’s growth due to strong
volumes in Central and Eastern Europe and Spain.

¢ Tanakan® Sales of Tanakan® fell by 4.1% in 2004, with contrasting trends over the year. There was a
sharp decline in France, its main market, in the first half of 2004, coupled with lower sales in Poland,
Russia and China. However, growth picked up significantly in France in the second half of 2004.

* Dysport®. Strong, steady growth in major markets such as the United Kingdom, Brazil and Spain,
coupled with substantial interest from emerging countries (particularly in Central and Eastern Europe}, led
to a 19.7% increase in sales of Dysport® in 2004.

* Somatuline®. Sales of Somatuline® and Somatuline® Autogel® amounted to €72.1 million in 2004, an
increase of 21.0% over 2003 (20.6% at constant exchange rates). This strong growth reflects the success
of Somatuline® Autogel® in all its markets.

* Smecta®. Sales were virtually flat, falling by 0.2% in 2004. At constant exchange rates, sales would
have increased by 2.6%, driven by a slight upturn in activity in China. There were no major seasonal
gastroenteritis epidemics in France in the winter of 2003/04, which had a significant negative impact on
sales early in the year.

¢ Ginkor Fort® Sales of Ginkor Fort® were down by 2.4% in 2004. After a poor start to the year, there
was a slight but steady upturn in France from mid-year.

* Forlax®. Sales growth slowed slightly in 2004 to 5.2%, due to a slowdown in Eastern Europe, which
was offset by sustained marketing efforts in France.

* Nisis® and Nisisco®. Sales of these two hypertension products (which were sold in France beginning in
May 2003) remained strong in 2004, amounting to €37.2 million and accounting for 4.8% of the year’s
total pharmaceutical product sales.
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Decapeptyl®, Dysport® and Somatuline®. Sales of Ipsen’s peptide and protein based products —
Decapeptyl®, Dysport® and Somatuline® — rose by 14.1% in 2004 to €353.6 million, representing 47.7%
of total pharmaceutical product sales, compared with €309.8 million and 45.5% in 2003.

NutropinAq®. This product was launched in the spring of 2004 in Germany and the United Kingdom.
Sales were in line with expectations, totaling €0.8 million in 2004.

Pharmaceutical-related Activities. Sales amounted to €29.5 million, down from 2003 following the
June 2004 sale of Dynport. On a comparable structure basis, growth would have been 5.7%, with sales in
2004 accounting for 3.8% of the Group total.

Geographical Breakdown:

The table below shows a geographical breakdown of 2004 and 2003 sales.

Change
2004 2003 2004/2003
% %
€ sales € sales € Yo
(in thousands of euros)

France.....ccocvvveoivicniniieci ettt 346,655 45.0 325,837 44.2 20,818 6.4
SPAIN .ottt e 69,558 9.0 65,472 8.9 4,086 6.2
TEALY e 62,057 3.1 58,778 8.0 3,279 5.6
(€15 511E:1 1) OO 33221 43 30,494 4.1 2,727 8.9
United Kingdom ..o 25,330 33 20,231 2.7 5,099 252
Major Western European countries................ 536,821 69.7 500,812 67.9 36,009 7.2
Rest of Europe ................oovvvvvveccieaccnninenneannns 136,066 177 120,995 16.4 15,071 12.5
ASIA 1veiiecirivti et a e e 45,856 6.0 48,946 6.7 (3,090 (6.3)
NoOrth AMEriCa...ccocvvvienrieriirieeirennesneaeennesieenns 265 0.0 28,821 3.9  (28,556) (99.1)
Other COUNLTIES .......ccvvvvvereireeeceriererieesee e nenes 51,175 6.6 37,651 5.1 13,524 359
Rest of the world ................c..ccocvvvvveeiiiiiinn 97,296 126 115418 15.7 (18,122) (15.7)
Total sales............coceevvrvveiericiiein e 770,183 100.0 737,225 100.0 32,958 4.5

The major western European countries accounted for 69.7% of total sales in 2004 compared with
67.9% in 2003. Sales were up 7.2% in 2004, driven by sustained growth in the United Kingdom. In
product terms, the main contributors were Dysport® in the United Kingdom, Spain and Italy, Somatuline®
in France, Spain and Italy, and Nisis® and Nisisco® in France.

The rest of Europe posted sales growth of 12.5% in 2004, mostly due to western European countries
(e.g. Belgium, Netherlands, Scandinavia and Greece), which were boosted by the launch of Somatuline®
Autogel®. Growth was also supported by strong sales of Decapeptyl® in central Europe and particularly
Poland. This region posted above-average growth, accounting for 17.7% of total sales in 2004 against
16.4% in 2003.

The rest of the world suffered a 15.7% decline in sales, mostly due to the June 2004 sale of Dynport,
which accounted for most of the Group’s sales in North America. On a comparable structure basis, sales
were up 12.0% in 2004 (14.7% at constant exchange rates). Sales in other countries were up 35.9%,
reflecting a good performance in countries such as Brazil, and an upturn in activity in Algeria. Sales in
Asia were down 6.3%, due partly to adverse exchange rate movements (the decline was only 2.2% at
constant exchange rates) and partly to a slowdown in China, particularly of Smecta®, towards year end.
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Operating Income and Net Profit

The following table shows information with respect to operating income and net profit in 2004 and 2003.
Change

2004 2003 2004/2003
% %o
€ sales € sales € %o
(in thousands of euros)

SaleS . e 770,183 737,225 32,958 4.5
Cost of goods s0ld.......cccevrvivrnierriciiesenes (173,966) (22.6) (200,543) (27.2) 26,577 (13.3)
Gross profit..........ccoovvevnieiiccininn e 596,217 77.4 536,682 72.8 59,535 11.1
Selling, general and administrative expenses  (316,411) (41.1) (288,883) (39.2) (27,528) 9.5
Research and development expenses .............. (147,400) (19.1) (136,245) (18.5) (11,155) 8.2
Other operating income and €Xpenses ............ 48,900 6.3 59,067 8.0 (10,167) (17.2)
ReSIructuring CostS......ocvrvvvimvninccivcvcurrcnennes (14,320) (1.9) — (14,320) —
Operating InCome...............ccceeeveeriievrerrnnnennn, 166,986 21.7 170,621 23.1 (3,635) (2.1)
Financial inCOme/(EXPense) .c..ccevveeevveeveraeennees (11,239) (20,731) 9,492  (45.8)
Exceptional items .......ccceevevvreineniienercniennennes 12,325 (2,890) 15,215 nm
INCOME tAXES .ivivvivvicciriieeiecr e (42,018) (38,985) (3,033) 7.8
Net profit before goodwill amortization

and minority interests.........c..c.c.cccecerennne 126,054 16.4 108,015 14.7 18,039 16.7
Share of income of companies soldV............. 1,233 — 1,233 —
Goodwill amortization .......ccceceeveeveevvciiveenaennns (18,311) (6,456) (11,855) 183.6
Net profit before minority interests............. 108,976 14.1 101,559 13.8 7.417 7.3
MInority iNtErests .....coocereverrernreeiieeniereeieenneeas (265) (122) (143) 117.2
Net profit.........c.occooiviiieieinireeeece 108,711 14.1 101,437 13.8 7,274 7.2

(1) The 2004 figure includes results of Dynport from January to May 2004 prior to its sale. Dynport was proportionally consolidated in the 2003
financial statements.

* Gross Profit. Gross profit rose by 11.1% in 2004 to €596.2 million against €536.7 million in 2003, and
the gross profit rose by 4.6 percentage points from 72.8% to 77.4%. Of this improvement in gross margin,
2.4 percentage points were attributable to changes in the scope of consolidation in 2004 (sale of Dynport
and first-time consolidation of Cara Partners foliowing the acquisition of Beaufour, Beaufour & Cie in
January 2004). See ‘‘— Significant events in the period — Acquisitions’’. On a comparable structure
basis, the gross margin would have been 75.2% in 2003, giving an increase of 2.2 percentage points in
2004, driven mainly by the positive impact of discontinuing Hyate:C® production, as well as productivity
gains in peptide-based products (Decapeptyl® and Somatuline®) (see ‘‘— Significant events in the
period — Restructuring’’). In addition, sales growth was stronger in higher-margin products such as
peptide-based products and Dysport®. Lastly, a €1.7 million provision for impairment of inventories
recorded in 2003 against certain packaging products was reversed in 2004, as the Group was able to use
the products.

Selling, General and Administrative Expenses. Selling, general and administrative expenses
amounted to €316.4 million (41.1% of sales) in 2004, an increase of 9.5% compared with 2003 (39.2% of
sales). Growth was driven mainly by expenditures required to promote sales, particularly of Nisis®,
Nisisco® and Somatuline® Autogel®, as well as a significant increase in royalties payable on products in
targeted therapeutic areas.

Research and Development Expenses. Research and development expenses are recognized as and
when they are incurred. Research and development expenses rose by 8.2% from €136.2 million (18.5% of
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sales) in 2003 to €147.4 million (19.1% of sales) in 2004 The table below shows research and
development expenses in 2004 and 2003.
Change 2004/2003
2004 2003 Amount
€ € € %
(in thousands of euros)

Analysis by expense type

— Product research and development".............c..ccoooorvvrinnns 104,122 101,582 2,540 2.5
— Industrial development™............ccc.cooerieroerriiiersreee e, 12,275 8,757 3,518 402
— Strategic development™ ............cc.coeoveeiververiiereneniensenen. 4,667 4,653 14 0.3
SUBLOLAL ... 121,064 114,992 6,072 53
— Clinical research and other developments™ ........................ 26,336 21,253 5083 239
TOAL ..o 147,400 136,245 11,155 - 82

(1) Product research involves identifying molecules, determining their biological characteristics and developing small scale production processes.
Product development involves converting the active molecules into registered drugs, and improving existing products or seeking new
therapeutic indications for existing products. Patent-related costs are also included in these expenses.

(2) Industrial development includes chemical and biotechnical research and process development research to industrialize the small-scale
production of molecules created by the research labs.

(3) Strategic development includes expenses incurred in seeking licenses for new products or forging new partnerships.

(4) Clinical research and other developments mostly covers research into new indications for existing products and monitoring products once they
are on the market.

* Product Research and Development. The main projects in 2004 concerned endocrinology and
oncology. The cost of undertakings under the Roche license option agreement amounted to
€5.0 million in 2004 compared to €12.0 million in 2003. See ‘‘— Discussion of Pro Forma
Consolidated Financial Statements for 2004, 2003 and 2002 (French GAAP) — Significant events in
the period — Partnership agreements’’. Growth in product research and development expenditures
was mostly due to the cost of strengthening the Group’s clinical development teams in 2004.

* Industrial Development. The new UK facility specializing in the production of Dysport®’s active
ingredient came on line for clinical batches at the end of June 2004. The corresponding operating
costs since then, which amounted to €3.4 million in 2004, have been booked as industrial
development expenses.

* Growth in clinical research expenditure was due to an acceleration in work on product life cycle
development, including Decapeptyl®, Tanakan® and NutropinAq®.

¢ Other Operating Income and Expenses. This item fell from €59.1 million (8.0% of sales) in 2003 to
€48.9 million (6.3% of sales) in 2004. In 2004, other operating income was composed of:

* €33.2 million in royalty income, most of which represents royalties received by the Group under the
license over its Factor VIII human recombinant products, compared with €30.8 million in 2003;

* €6.8 million in milestone payments received under research and commercial partnerships, compared
with €19.5 million in 2003 received in respect of the Group’s grant of development and distribution
rights over molecules in its research portfolio;

* €38.9 million in other operating income, mostly comprising research and development expenses
rebilled to partners under the Group’s development and distribution agreements for its molecules,
compared with €8.7 million in 2003.

* Restructuring Costs. In 2004, this item included €10.5 million for the total cost of discontinuing
Hyate:C® production, mostly composed of closure costs, redundancy payments and inventory impairment
losses. It also included €1.8 million in costs arising from the sale of Dynport, mainly in redundancy
payments. The balance of €2.0 million concerned restructuring of the primary care division in Spain.
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¢ Operating Income. Operating income remained virtually stable at €167.0 million in 2004 against
€170.6 million in 2003, giving an operating margin of 21.7% and 23.1% respectively. Excluding the
impact of non-recurring restructuring costs in 2004 and the decrease in milestone payments received on
some agreements (€19.5 million in 2003 against €6.8 million in 2004), operating income would have risen
significantly.

* Financial Income/(Expenses). Net financial expenses fell from €20.7 million in 2003 to €11.2 million
in 2004. Financial expenses in 2004 included a €1.0 million write-down of the Group’s holding in
Spirogen to bring its value in line with the Group’s share in Spirogen’s underlying net assets. In 2003, a
similar write-down was recorded in the amount of €5.5 million.

In 2004, financial income included a €1.1 million reversal of provisions recorded for unrealized losses on
financial instruments held by the Group which are in addition to its interest rate hedging requirements.
The provision recorded in 2003 was €1.6 million. In 2003, the Group also incurred €3.2 million in
exchange rate losses on intra-group loans. In 2004, these losses were reduced to €0.8 million.

The average interest rate on the Group’s borrowings was 4.71% in 2004 against 4.63% in 2003. The
Group obtained better rates on refinancing (see Note 2.14.1 to the 2004, 2003 and 2002 pro forma
consolidated financial statements), although this was offset by higher drawdowns in sterling, which has a
higher interest rate than the euro.

* Exceptional Items. In 2004, the Group recorded a net exceptional gain of €12.3 million compared with
a net exceptional loss of €2.9 million in 2003. The exceptional gain was principally due to capital gains
generated on the sale of Dynport.

¢ Income Taxes. In 2004, tax expenses rose by €3.0 million to €42.0 million against €39.0 million in
2003. It represented 25.0% of earnings before tax, goodwill amortization and minority interests, compared
with 26.5% in 2003. The improvement was mostly due to the use of a tax loss carry-forward in 2004,
which had not been recognized as deferred tax assets, to offset capital gains tax due on the sale of Dynport
L.L.C. The Group also benefited from new favorable measures in France concerning research tax credits.

* Goodwill Amortization. Goodwill amortization amounted to €18.3 million in 2004. Apart from
amortization arising from the 1998 legal restructuring, the year’s charge also included €10.8 million for
the full write-down of goodwill arising from the acquisition of Sterix Ltd., whose only activity is
conducting research projects subject to major pharmaceutical uncertainties.

Results of Operations: 2003 Compared with 2002

Consolidated Sales:

2003 sales were €737.2 million against €697.8 million in 2002, an increase of 5.6% (6.2% at constant
exchange rates). On a comparable structure basis (that is excluding sales generated by Dynport — sold in
June 2004 — which were booked under pharmaceutical-related activities, and excluding sales of Erwinase®
and Hyate:C® which were discontinued in early 2003 and mid-2004 respectively), Group sales rose by 7.6%
compared with 2002 (8.7% at constant exchange rates).
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Therapeutic Area Breakdown:

The table below shows a breakdown of 2003 and 2002 sales by therapeutic area.

Change
2003 2002 2003/2002

% %
€ sales € sales € %

(in thousands of euros)

Targeted therapeutic areas

ONCOIOZY .ottt 182,181 247 179,082 257 3,099 1.7
Endocrinology .......cocvvveveriieeiiieenieteer e eesieseneesevnes 59,906 8.1 46,452 6.7 13,454 290
Neuromuscular diSOrders....coocvvvvevivievveerieieieseeeenns 70,078 9.5 61,325 8.8 8,753 14.3

Sub-101al ....c.ovoiiieice e 312,165 423 286,859 412 25,306 8.8
Primary care
Gastroenterology ....o.vevveoircrniieniie et 131,729 179 128,124 184 3,605 2.8
Cognitive diSOTAELS ......ccovvveeririiiiiievn e 121,745 16.5 125948 18.0 (4,203) (3.3)
Cardiovascular........oeeveeevirnreeiiiere e 99,697 13.5 81,932 11.7 17,765 21.7

SUD-LOLAL ..ot 353,171 479 336,004 48.1 17,167 5.1
Other products

SUD-101AL ... 15,375 2.1 18,489 26 (3,114) (16.8)
Total pharmaceutical product sales .................... 680,711 923 641352 919 39359 6.1
Pharmaceutical-related activities......................... 56,514 7.7 56,464 8.1 50 0.1
Total sales ..o 737,225 100.0 697,816 100.0 39,409 5.6

Pharmaceutical product sales rose by 6.1% in 2003 (7.5% at constant exchange rates), broken down as
described below.

Targeted Therapeutic Areas:

Sales of products in the targeted therapeutic areas grew by 8.8% in 2003 compared with 2002.

Oncology. Growth was due to a good performance in Decapeptyl®, but was nonetheless penalized by
the discontinuation of Erwinase®. Excluding the impact of Erwinase®, oncology sales would have grown
by 5.3% in 2003.

Endocrinology. Sales rose by 29.0% in 2003, driven by strong growth in Somatuline® Autogel®
following its 2002 launch in a number of countries including France, Spain, the United Kingdom and
Belgium.

Neuromuscular Disorders. Sales were up 14.3% compared with 2002, with strong steady growth for
Dysport® in all its markets.

Primary Care:

Sales of primary care products rose by 5.1% in 2003 compared with 2002.

Gastroenterology. Sales amounted to €131.7 million in 2004, an increase of 2.8% on 2002 (6.0% at
constant exchange rates, with the difference mainly due to China), driven chiefly by strong growth of
Forlax®, particularly in France.

Cognitive Disorders. Sales were down 3.3% due to a decline in Tanakan® sales.

Cardiovascular. Sales grew by 21.7%, driven by the May 2003 launch of Nisis® and Nisisco®, which
already represented 2.7% of total pharmaceutical product sales in 2003.
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Other Products:

Sales of other products fell by 16.8% in 2003, principally due to production problems with Hyate:C®. In
2003, pharmaceutical product sales accounted for 92.3% of the Group total against 91.9% in 2002. The
remainder was derived from Dynport’s sales and sales of active ingredients and raw materials
(pharmaceutical-related activities).

Product Breakdown:

The table below shows a breakdown of 2003 and 2002 sales by product.

Change
2003 2002 2003/2002
% %
Product € sales € sales € %
(in thousands of euros)

Decapeptyl® ) ..., 181,185 246 171,749 246 9,436 55
Tanakan® ..o e 121,745 16.5 125,948 18.0 (4,203) (3.3)
DySport® ) .o 68,979 94 60,119 86 8860  14.7
SMECA® ..ot 65,529 8.9 65,708 94 179y  (0.3)
Ginkor Fort®.....ccooccriiiininiieciiieiccencen e 60,595 8.2 60,758 8.7 (163)  (0.3)
Somatuline® ! ..o, 59,638 8.1 46,260 6.7 13378 289
Forlax® oo 37,518 5.1 33,936 49 3,582 10.6
Hyate:C® ..ot 618 0.0 4,340 0.6 (3,722) (85.8)
Nisis® and NiSiSCOP ...iiiiiioiieiieeeei e 18,509 2.5 0 0.0 18,509 —_
Other Products ......cocuveeeiierieneries e 66,395 9.0 72,534 104 (6,139 (8.5)
Total pharmaceutical product sales................ 680,711 923 641,352 91.9 39,359 6.1
Pharmaceutical-related activities..................... 56,514 7.7 56,464 8.1 50 0.1
Total sales.........ccccooeeiiiniiii e, 737,225 100.0 697,816 100.0 39,409 5.6

(1) Peptide or protein based products.

(2) Mostly Dynport’s sales of development-related services and sales of active ingredients and raw materials.

* Decapeptyl®. Sales rose by 5.5% in 2003, a sharp acceleration in growth due mainly to a strong
performance in Poland (up 9.2%), France (up 10.7%) and Spain (up 8.5%).

¢ Tanakan®. Sales were down 3.3% in 2003, due partly to price cuts introduced in France in November
2002 and partly to a decrease in the reimbursement rate in Romania.

* Dysport®. Sales were up 14.7% in 2003 (19.1% at constant exchange rates), driven by strong growth in
both volume and value. Several countries performed particularly well, including Italy with 26.8% growth,
Belgium with 54.9% and France with 24.7%. In Brazil, Iran and Korea, sales volumes are growing but
this had little impact on sales due to exchange rate effects.

* Smecta®. Sales were up 5.9% in 2003 at constant exchange rates, driven by strong growth in France
(9.9%) and Russia, partially offset by a decline in Algeria and, to a lesser extent, in China (down 5.6%),
where strong sales growth in local currency (13.3%) was offset by negative currency effects.

* Ginkor Fort®, Sales were down in 2003, mainly due to price cuts introduced in France in November
2002.

¢ Somatuline®. Sales grew by 28.9% in 2003, mostly due to the successful launch of Somatuline®
Autogel® in early 2002, which continues to perform well in western Europe and particularly France, the
United Kingdom, Belgium, Netherlands and Spain.

* Forlax®. Sales were up 10.6% compared with 2002, due to promotional campaigns in France.
* Hyate:C®/Erwinase®, Production difficulties with Hyate:C® and the discontinuation of Erwinase®

reduced 2003 sales by €9.8 million compared with 2002, and by €8.7 million at constant exchange rates.
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* Nisis® and Nisisco®. The Group began to sell these two anti-hypertension drugs in France in May 2003.
They were an important source of sales growth in 2003, accounting for 2.5% of total sales.

* Decapeptyl®, Dysport® and Somatuline®. Ipsen’s peptide and protein based products — Decapeptyl®,
Dysport®, and Somatuline® — generated sales of €309.8 million, representing 45.5% of total
pharmaceutical product sales in 2003, against €278.1 million and 43.4% in 2002.

* Pharmaceutical-related Activities. Sales in 2003 were flat compared with 2002. However, at constant
exchange rates, sales rose by 10.8% to €56.5 million. The negative exchange rate effect was principally
due to Dynport, which operates in the United States.

Geographical Breakdown:

The table below shows a geographical breakdown of 2003 and 2002 sales.

Change
2003 2002 2003/2002
% %
€ sales € sales € o
(in thousands of euros)
France.....ocoveiviiiiniieie et sve e 325,837 442 298,941 42.8 26,896 9.0
SPAUDN oo e 65,472 8.9 59,659 8.6 5,813 9.7
TtaAlY o 58,778 8.0 57,190 8.2 1,588 2.8
GEImANY......ccveerrvireieree e ere v b 30,494 4.1 27,502 4.0 2,992 10.9
United Kingdom.........coocoviniiinieenini e 20,231 2.7 18,403 2.6 1,828 9.9
Major western European countries................. 500,812 67.9 461,695 66.2 39,117 8.5
Rest of Europe...........ccooecveeiecvecineeereiirnennnn 120,995 164 109,736 15.7 11,259 10.3
ASIA vt e 48,946 6.7 49,962 7.2 (1,016) (.0
North AMETIiCa....coviiivererecrenrerrereeeeesre e rreenns 28,821 39 35,584 5.1 (6,763) (19.0)
Other COUNIIIES ...v.evvievvieieiierreeeseeerrrereee e ennnes 37,651 5.1 40,839 5.8 (3,188) (7.8)
Rest of the world .............ccooceveevvveciiininnininens 115,418 157 126,385 18.1  (10,967) (8.7)
Total sales........cccooveeivvmreiecne e 737,225 100.0 697,816 100.0 39,409 5.6

* The major western European countries accounted for 67.9% of total sales in 2003. Sales in this region
were up 8.5% in 2003, driven by cardiovascular products (23.2%) following the launch of Nisis® and
Nisisco® in mid-May 2003, which generated sales of €18.5 million in 2003.

Growth was also supported by an excellent performance of Somatuline® Autogel® and Decapeptyl® in
France and Spain, and Dysport® in the United Kingdom and Germany. By contrast, Italy continued to
suffer from price cuts, which offset growth in sales volumes.

¢ In the rest of Europe, Poland achieved an excellent performance, mainly due to Decapeptyl®, while sales
were lower than expected in Romania and Russia. However, other countries posted strong growth,
including Belgium following the launch of Somatuline Autogel®, and Greece.

* In the rest of the world, Asia was boosted by an upturn in activity in China, although strong growth in
local currency was offset by adverse exchange rates. The recovery in the second half of 2003 followed a
difficult first half due to the SARS epidemic. In North America, production difficulties with Hyate:C® and
discontinuation of Erwinase® had a negative impact on sales of €9.8 million compared with 2002. This
decline was offset by an increase in Dynport’s sales. Consequently, although sales in the rest of the world
were down on a reported basis, they were unchanged from 2002 at constant exchange rates.
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Operating Profit and Net Income:

The following table sets out information with respect to operating income and net profit in 2003 and 2002.

Change
2003 2002 2003/2002
% %o
€ sales € sales € %
(in thousands of euros)

SALES . ettt 737,225 697,816 39,409 5.6
Cost of goods 501d.......cccevereriieneiiirrnenne (200,543) -27.2 (187,067) 268 (13,476) 7.2
Gross profit..........cccooveeiieiiiiiiec e, 536,682 72.8 510,749 73.2 25,933 5.1
Selling, general and administrative

EXPEIISES ..vreriesiesirsersirssnessessessssnsssseisssissenns (288,883) -39.2 (272,583) -39.1 (16,300) 6.0
Research and Development expenses ........... (136,245) -18.5 (130,684) -18.7 (5,561) 4.3
Other operating income and expenses .......... 59,067 8.0 22,914 33 36,153  157.8
Operating income...............cccocovvieeicernieennnen. 170,621 23.1 130,396 18.7 40,225 30.8
Financial income/(eXpenses).........ccoeveeereueens (20,731) (10,133) (10,598) 104.6
Exceptional iems......cccooveeveeninneecenieeeenaenn (2,890) (4,550) 1,660  (36.5)
INCOME TAXES wovvvvvevrieeeeeecirree e eiee e (38,985) (35,325) (3,660) 104
Net profit before goodwill amortization

and minority interests.............................. 108,015 14.7 80,388 11.5 27,627 344
Goodwill amortization ..........cc.ceeveeevvveereneennnn (6,456) (6,549) 93 (1.4)
Net profit before minority interests........... 101,559 13.8 73,839 10.6 27,720 375
Minority INtErestS ......oocervverrverireareeeinierveneeenns (122) (182) 60 (33.0)
Net profit.............ccooovvieiiiiiicceee, 101,437 13.8 73,657 10.6 27,780 37.7

* Gross Profit. Gross profit rose by 5.1% in 2003 to €536.7 million (72.8% gross profit) against
€510.7 million (73.2% gross profit) in 2002. The cost of goods sold rose by 7.2% from €187.1 million
(26.8% of sales) in 2002 to €200.5 million (27.2% of sales) in 2003. The increase in the cost of goods soid
as a percentage of sales was due to a provision for impairment of inventories recorded against certain
packaging products. Excluding the provision, the gross margin would have improved slightly in 2003.

* Selling, General and Administrative Expenses. This item rose from €272.6 million (39.1% of sales)
in 2002 to €288.9 million (39.2% of sales) in 2003, chiefly due to higher expenditure on marketing Nisis®
and Nisisco® and strengthening the Group’s sales structure in France, together with €2.4 million in non-
recurring personnel-related costs.

* Research and Development Expenses. Research and development expenses are recognized as and
when they are incurred. Research and development expenses rose by 4.3% from €130.7 million (18.7% of
sales) in 2002 to €136.2 million (18.5% of sales) in 2003. The table below shows a comparison of
research and development expenses in 2003 and 2002.

Change
2003/2002

2003 2002 € %
(in thousands of euros)

Analysis by expense type

Product research and development™ .............ccccooovervrreerirrenrinss 101,582 88,928 12,654 142
Industrial development™® ...........cccooovvmieeieerieeieeisreeee oo 8,757 14,339  (5,582) (38.9)
Strategic development@) ............................................................... 4,653 7,849 (3,196) (40.7)
SUD-101AL............c.ccoiiiiiiiiiiiieese s 114992 111,116 3,876 3.5
Clinical research and other developments™.............cccccocoovreennne. 21,253 19,568 1,685 8.6
TOtAL ..o e e 136,245 130,684 5,561 4.3




(1) Product research involves identifying molecules, determining their biological characteristics and developing small scale production processes.
Product development involves converting the active molecules into registered drugs, and improving existing products or seeking new
therapeutic indications for existing products. Patent-related costs are also included in these expenses.

(2) Industrial development includes chemical and biotechnical research and process development research to industrialize the small-scale
production of molecules created by the research labs.

(3) Strategic development includes expenses incurfed in seeking licenses for new products.

(4) Clinical research and other developments mostly covers research into new indications for existing products and monitoring products once
they are one the market.

* Product Research and Development. The main projects in 2003 concermed oncology and
endocrinology. The cost of undertakings under the license agreement amounted to €12 million. See
*‘— Discussion of the Group’s pro forma results of operations and financial condition in 2004, 2003 and
2005 (French GAAP) — Significant events in the period’’.

* Industrial Development. Expenditures amounted to €8.8 million in 2003, a sharp decrease on 2002,
when substantial expenditures were incurred on obtaining regulatory approval for certain batches of
Dysport® active ingredients.

* Other Operating Income and Expense. This item more than doubled in 2003, rising to €59.1 million
(8.0% of sales) from €22.9 million (3.3% of sales) in 2002. The rise was due to two factors: first, an
increase in royalties received under the license over the Group’s Factor VIII human recombinant products,
which include Kogenate®, and second, non-recurring income arising from the grant of development and
distribution rights over two molecules in the Group’s research portfolio, in the amount of €9.3 million and
€10.0 million respectively. In addition, the Group rebilled €5.5 million of research and development costs
to its partner under one of these agreements.

¢ Operating Income. Operating income rose by 30.9% to €170.6 million (23.1% operating margin) in
2003 against €130.4 million (18.7% operating margin) in 2002.

* Financial Income/(Expenses). Net financial expenses rose by €10.6 million, from €10.1 million (1.5%
of sales) in 2002 to €20.7 million (2.8% of sales) in 2003. The increase was principally due to a write-
down of the Group’s holding in pharmaceutical research company Spirogen to bring its value in line with
the Group’s share in Spirogen’s underlying net assets (see Note 3.6 to the 2004, 2003 and 2002 pro forma
consolidated financial statements). In addition, a €1.6 million provision was recorded for unrealized losses
on financial instruments held by the Group which are in addition to its interest rate hedging requirements
(see Note 2.14.5 to the 2004, 2003 and 2002 pro forma consolidated financial statements).

* Exceptional Items. In 2003, the net exceptional loss came to €2.9 million against €4.6 million in 2002.
The 2003 figure included a €0.9 million impairment loss on fixed assets allocated to the production of
Hyate:C®, €1.0 million in expenses incurred in closing down a plant that produced the raw material for
Hyate:C®, and €0.8 million in expenses incurred in reaching a voluntary settlement concerning the
renegotiation of one the Group’s partnership agreements.

* Income Taxes. In 2003, tax expenses rose by €3.7 million to €39.0 million from €35.3 million in 2002.
It represented 26.5% of earnings before tax, goodwill amortization and minority interests, against 30.5%
in 2002. The improvement came mostly from favorable tax rates applied to royalty income from licenses
granted by the Group over some of its products.

* Goodwill Amortization. Goodwill amortization amounted to €6.5 million in 2003, mostly composed of
the annual amortization charge arising from the Group’s legal and financial restructuring in 1998
(amortized over 30 years). The 2002 charge was €6.6 million.

Liquidity and Capital Resources: 2004 Compared with 2003

Liguidity:

The consolidated statement of cash flows shows a €5 million decrease in cash before the impact of exchange

rate movements in 2004, compared with a decrease of €8.8 million in 2003.

During 2004, the cash position was affected by the Group’s acquisition of Beaufour, Beaufour et
Compagnie, and dividend payments made during the year.
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Change
2004/2003

2004 2003 € %
{in thousands of euros)

Cash flow from operations before change in working capital.... 141,302 157,794  (16,492) (10.5)

Change in working capital related to operating activities........... (16,461) (6,249) (10,212) 1634
¢ Net cash provided by operating activities...........ccererversreeririnns 124,841 151,545  (26,704) (17.6)
¢ Net cash used by investing aCtivities .......ccveercreniirinienineinens (102,347) (51,343) (51,004) 99.3
* Net cash used by financing activities........c..cocerevverviverirnnnnnnns (12,232  (95,530) 83,298  (87.2)
Reported change in cash and cash equivalents...........c..c.occeneee. 10,262 4,672 5,590 119.6
Impact of pro forma adjustments .........coocveeerrveerieenienencrenieennenne (15,227) (13478 (1,749) 13.0
Change in cash and cash equivalents..........cccceeeerieserienenccnscnenens (4,965) (8,806) 3,841 (43.6)
Cash and cash equivalents at the beginning of the year............. 99,725 112,260 (12,535) (11.2)
Impact of exchange rate MOVEMEeNtS.........ccoveevievirenieeniinciiennns (1,997) (3,729) 1,732 (46.4)
Cash and cash equivalents at the end of the year...........c..c....... 92,763 99,725 (6,962) (7.0)

¢ Net Cash Provided by Operating Activities. In 2004, cash flow from operations before changes in
working capital amounted to €141.3 million against €157.8 million in 2003. The 2003 figure was boosted
by €19.3 million in non-recurring operating income recorded as other operating income. Working capital
requirements related to operating activities rose by €16.5 million in 2004, chiefly due to the payment of
€11.8 million in back tax payments. Working capital requirements, rose by €6.2 million in 2003. Net cash
provided by operating activities therefore amounted to €124.8 million in 2004 against €151.5 million in
2003.

* Net Cash Used by Investing Activities. Investing activities used net cash of €102.3 million in 2004
against €51.3 million the previous year. The main cash flow item consisted of acquisitions of fixed assets
amounting to €124.9 million against €54.5 million in 2003. The main acquisitions in 2004 were:

(3

* €55.9 million for shares in Beaufour, Beaufour et Compagnie. See ‘‘— Discussion of Pro Forma
Consolidated Financial Statements for 2004, 2003 and 2002 — Significant events in the period —
Acquisitions’’;

* £19.9 million for milestone payments under agreements for certain third-party products distributed
by the Group (notably Nisis®, Nisisco® and Testim® 50 mg gel);
* €5.5 million for investments in certain research companies; and

¢ €10.9 million for building the new biotechnology research facility in Boston (United States).

* Net Cash Used by Financing Activities. Financing activities used net cash of €12.2 million against
€95.5 million in 2003. The main cash flow items in 2004 comprised a €91.9 million dividend payment and
a €79.3 million net increase in drawdowns on the long-term credit facilities put in place in 2003.

Capital Resources:

At December 31, 2004, the Group had available credit lines totaling €276 million, of which €215 million
was drawn down (see Note 2.14.1 to the 2004, 2003 and 2002 pro forma consolidated financial statements).
In addition to the customary contractual clauses, these credit lines require the Group to comply with various
financial covenants on a consolidated basis at each year end. The covenants include a maximum ratio of net
debt to equity and a maximum ratio of net debt to EBITDA. The maximum ratios are as follows:

® NEt debt 10 BQUILY ..ocveriirrieiriieicieice ettt a e cseestatosseastn b ensessossesssrcsns 08to1
o Net debt t0 EBITDAY ...t esvs s ses s ssan s ssenesns 25103

(1) Earnings before interest, tax, depreciation and amortization.

At December 31, 2004, the Group was in compliance with these covenants. Net debt stood at €145.8 million,
equity at €309.5 million and EBITDA at €195 million, giving a net debt to equity ratio of 0.47 and a net debt
to EBITDA ratio of 0.75.
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The Group believes these facilities are sufficient to meet its needs in the foreseeable future.

Off-balance Sheet Commitments
Acquisitions:

* Spirogen. On December 31, 2003, the Group entered into a conditional agreement to increase its
holding in Spirogen to 17.10%. The acquisition took place in February 2004. The Group also has an
option to increase its holding in Spirogen to 19.99%, which expires on December 31, 2006.

At December 31, 2004, the Group had no commitments to non-consolidated affiliated companies that could
render the financial statements presented herein misleading.

Operating Commitments:

As part of its business, and particularly its strategic development activities which involve seeking new
partnerships, the Group regularly enters into agreements that can lead to future financial commitments
contingent upon the occurrence of certain events. The main agreements in existence at December 31, 2004
were:

* As part of a development program for recombinant proteins used in hematology, the Group has
undertaken to make fixed payments over a period of several years contingent upon the achievement of
various development milestones. If the development program is completed, milestone payments will total
$8.2 million. Royalty payments, with minimum levels, will also be payable once the products are put on
the market.

* Following the acquisition of an anticancer agent, the Group undertook to make variable payments
contingent upon the achievement of clinical development and regulatory approval milestones. The
maximum potential payments are €32.8 million. The Group will also pay royalties once the products are
put on the market.

* Under a distribution agreement in endocrinology, the Group has undertaken to make additional milestone
payments principally contingent upon product registration and/or marketing approval in the countries
covered by the agreement, plus a portion based on changes in the product supply prices proposed by the
partner. The maximum potential payments are $8.2 million. The Group will also pay royalties on future
sales.

Commitments to Customers:

When the Group sold its speciality chemicals business in 2001, it undertook to source certain active
ingredients from the sold company for an agreed term and volumes. The undertaking was initially valid for
six years and has two years to run from December 31, 2004. The commitment is expressed in terms of value
added and also defines minimum volumes which decline over time. The commitment amounts to

€7.6 million for 2005 and €6.9 million for 2006.
Commitments to Personnel:
The Group’s main commitments to its employees are:

* French companies: retirement allowances payable under the applicable collective bargaining
agreements together with service awards;

* ltalian subsidiary Ipsen SpA: compensation payable to employees under Italian law for termination of
employment contract regardless of the reason (TFR);

* UK and Irish subsidiaries: contributions to defined benefit pension schemes;
¢ Spanish subsidiary: contributions to the differential supplementary pension scheme.

The provision recorded in the consolidated financial statements is equal to the underlying liability estimated
on the basis of local accounting standards. The liability corresponds to the excess of employees’ vested
rights on the reporting date over the amount covered by insurance plans.
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Other Commitments:

* Capital Expenditures. The Group’s capital expenditure commitments at December 31, 2004 amounted
to €9.9 million, broken down as follows:
Payment Date
2005 2006 Beyond
(in millions of euros)

Type of Asset

INAUSEIIAL @SSEES ..cvveueinerieieiteiire e et sttt e bbb e s ar e b ee s s ns e 8.3 0.1 —
Research and development @SSEIS........vcceieceererinrinerrniere e e nae e ecrresnssre e 1.2 — —
OLhEr ASSEIS....iiiiiiiiciiiitcc e 03 — =
TOMAL ..ot e e et 9.8 0.1 —

* Rental Agreements. Total future rent payments under existing real property leases amounted to
€25.6 million at December 31, 2004, payable as follows:

® WIRIN 1 YEAT cueoviiiiieteeiceere ettt sttt sre e s st sesa e r e €5.5 million
® 1 0 5 YEATS wieiiiiiieteetiee et e et ettt et e re s he et e ettt e s sheans s ene e tannereesreeaeetenbe s €12.1 million
® OVEL 5 YEATS..iiieiiiiiiiii e ettt ettt sttt e et €8.0 million

Commitments under other rental agreements were not material at December 31, 2004.

Discussion of the Group’s Results of Operations and Financial Condition in the First Half of 2005
and the First Half of 2004 (IFRS)

In the following discussion, all financial information related to the profit and loss account is shown on a pro
forma basis and has been established under IFRS as presented in Note 2 to the Half-Year Consolidated
Financial Statements. For simplicity, the term ‘‘pro forma’’ has not been repeated throughout. For
important information with respect to the transition from French GAAP to IFRS, please refer to the Notes to
the 2004 Consolidated Financial Statements under IFRS included elsewhere in this Offering Circular.

Introduction:

Sales rose by 9.3% in the first half of 2005, with all products posting growth despite pressure on prices.
Other revenue increased by €13.7 million, a 42.9% increase compared to the first half of 2004, driven by
growth in royalty income and milestone payments. Net profit grew sharply in the first half of 2003, rising by
21.7% compared with the first half of 2004 to €89.4 million. Growth in net profit from continuing operations
was even higher at 46.2%.

There were no restructuring costs in the first half of 2005, compared with a charge of €9.5 million in the first
half of 2004. The operating margin improved to 25.4% of total revenue in the first half of 2005 against
22.4% in the first half of 2004, despite an increase in research and developments costs, which amounted to
16.5% of total revenue in the first half of 2005 against 15.2% in the first half of 2004. The effective tax rate
in the first half of 2005 came to 20.0% of consolidated pre-tax profit. The reduction was partly due to the
non-recurring impact of recognition of a €6.2 million net deferred tax asset in respect of the Group’s UK
subsidiaries due to an increased probability of recovering previously unrecognized tax losses.

N.B.: The expression ‘‘at constant exchange rates’’ is used to indicate when the impact of exchange rate
fluctuations has been eliminated by restating the prior period figures using current period exchange rates.

Significant Events in the First Half of 2005
Group Restructuring:

In June 2005, the Group restructured its operations. The Luxembourg parent company, Mayroy S.A.,
transferred all its assets and directly-owned operational holdings to the Company. See *‘— Preliminary note
regarding pro forma presentation’’. Following the restructuring, the Company holds all the Group’s
operating assets and equity interests while Mayroy S.A. holds 100% of the Company’s share capital and
voting rights.
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Partnerships:

On January 25, 2005, the Group signed a preliminary agreement granting its partner Inamed distribution
rights over the Group’s Botulinum Toxin Type A for aesthetic purposes. Inamed currently has exclusive
rights to gain regulatory approval and market the product under the brand name Reloxin® in the United
States, Canada and Japan. Once the final agreement has been signed in 2005, Inamed’s distribution rights
will be extended to new international markets, principally in Europe. On signature of the final agreement,
Inamed will pay the Group a fixed, non-reimbursable sum, together with milestone payments based on
gaining regulatory approval in the five main European countries. The preliminary agreement also requires
Inamed to pay royalties on future sales. On the day the preliminary agreement was signed, the Group
received the sum of €2 million.

On May 10, 2005, the Group signed an agreement with subsidiaries of Roche terminating their agreement
of December 13, 2002 for the joint development of Diflomotécan® and BN 80927, two anticancer
candidates in the Group’s research portfolio. Under the agreement, Roche paid the Group a fixed sum and
transferred the intellectual property rights it held over the products to the Group. The parties also agreed
that should the Group subsequently grant rights over the two products to another party, it will pay Roche a
fixed sum which decreases over time.

The same day, the Group signed a settlement with Roche terminating the license agreement and their
dispute regarding the calculation of royalties due by the Group on sales of Decapeptyl® in certain
territories. As part of the settlement, the Group paid Roche a fixed sum in respect of royalties claimed by
Roche on the Group’s sales prior to December 31, 2004. In exchange, Roche agreed not to claim any
further royalties for Decapeptyl® sales made after that date.

These agreements had the net effect of increasing the Group’s operating income by €2.2 million in the first
half of 2005 compared with the first half of 2004.

Debt Refinancing:

Until June 17, 2005, the Company (and some of its subsidiaries) had the use of credit lines arranged by its
parent company, Mayroy S.A., for which it had signed a series of supplemental utilization agreements. On
June 17, 2005, the Company arranged four bilateral credit lines in its own name, and the original and
supplemental agreements between Mayroy S.A. and the Company were terminated.

Governmental Measures:

During the first half of 2005, European governments introduced various measures to reduce public health
spending, which have had an impact on the Group’s results.

In Germany, reference prices were fixed for drugs in certain therapeutic areas. Consequently, the 16%
sales tax introduced in 2004 was reduced to 6% with effect from January 1, 2005.

In Italy, the 6.8% sales tax introduced at the end of June 2004 was renewed for 2005 and had not been
rescinded at June 30, 2005 despite being supposedly temporary in nature. In addition, following a
government measure in 2003, the weighting of sales to hospitals continues to increase to the detriment of
sales to wholesaler distributors, reaching 53.6% in the first half of 2005 compared with 41.8% in the first
half of 2004.

In the United Kingdom, the price of drugs was cut by 7% with effect from January 1, 2005 under the
Pharmaceutical Price Regulation Scheme (PPRS).

In Spain, an additional 4.2% sales tax was introduced on February 1, 2005, following the government’s
cancellation of the ‘‘pacto social’’.

In Belgium, the priée of Decapeptyl® was cut by 14% on July 1, 2005 following a government decision.
The price cut was factored into selling prices to wholesale distributors during the first half.
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Falling drug prices, due both to governmental measures and to commercial pressure in some countries,
depressed first half of 2005 sales by €2.7 million compared with the first half of 2004, representing a
(0.7 percentage point slowdown in sales growth at the end of June 2005.

These various measures mostly affect products in the Group’s targeted therapeutic areas, and more
particularly Decapeptyl® and Somatuline®.

Results of Operations

Consolidated Sales:

Consolidated sales for the first half of 2005 amounted to €412.7 million compared to €377.7 million in the
first half of 2004, an increase of 9.3% (9.4% at constant exchange rates). This growth was achieved despite
the negative impact of price cuts, which depressed sales by €2.7 million compared with the previous year.

Therapeutic Area Breakdown:

The table below shows a breakdown of first half of 2005 and first half of 2004 sales by therapeutic area:

Six Months Ended June 30, Change
2005 2004 2004/2005
% %
€ sales € sales € %

(in thousands of euros)
Targeted therapeutic areas

ONCOIOZY ittt 106,687 25.8 101,207 26.8 5,480 54
Endocrinology ...ooeevereieeienieieces e 42911 104 35,855 9.5 7,056 19.7
Neuromuscular disorders ............coevevviriienrevunnnnn 46,028 11.2 41,792 11.1 4,236 10.1
SUD-LOTAL ..o 195,626 474 178,854 474 16,772 9.4
Primary care
GastroenterolOgY ..ocvevevereeieneieee et 70,378 17.0 63,641 16.8 6,737 10.6
Cognitive diSOrders .........cocevvveeveiieeiiernieninenien. 60,942 14.8 57,146 15.1 3,796 6.6
CardiovasCular.........cccovvvveieeineee e 61,035 14.8 57,282 15.2 3,753 6.6
SUD-TOAL c.vvvvevvccrecireteesiesieecsiservieseciseseeseseas 192,355 46.6 178,069 47.1 14,286 8.0
Other products .............ccccoveivevevvineceinreeeenen, 8,363 2.0 7.235 1.9 1,128 15.6
Total pharmaceutical product sales................. 396,344 96.0 364,158 96.4 32,186 8.8
Pharmaceutical-related activities ..................... 16,360 4.0 13,497 3.6 2,863 212
Total sales............ccooooiviiiiiiiiiecie 412,704 100.0 377,655 100.0 35,049 9.3

These figures do not include Dynport LLC, which was sold in June 2004 and accounted for under
discontinued operations.

In the first half of 2005, sales of pharmaceutical products prescribed by the medical profession amounted to
€396.3 million, representing 96.0% of total sales, compared with €364.2 million or 96.4% of total sales in
the first half of 2004. This represents growth of 8.8% (8.9% at constant exchange rates) broken down as
described below.

Targeted Therapeutic Areas:

Sales of products in the targeted therapeutic areas grew by 9.4% in the first half of 2005 compared to the first
half of 2004.

* Oncology. Sales were up 5.4% to €106.7 million in the first half of 2005 compared to €1G1.2 million in
the first half of 2004. Growth was driven by a good performance from Decapeptyl® despite a negative
impact of €2.4 million due mainly to price cuts in Spain and Italy, described above.

* Endocrinology. Sales were up 19.7% to €42.9 million in the first half of 2005 compared to
€35.9 million in the first half of 2004. This performance was chiefly attributable to strong growth in
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Somatuline® Autogel® sales and the initial impact of the newly-launched NutropinAq® in Germany and
the United Kingdom. This growth rate is particularly robust given that sales in the first half of 2004 had
been boosted by the launch of Somatuline® Autogel® in a number of countries.

* Neuromuscular Disorders. Sales were up 10.1% to €46.0 million in the first half of 2005 despite
strong competition for Dysport® in the ‘‘rest of the world’’ area.
Primary Care:

Sales of primary care products amounted to €192.4 million in the first half of 2005 against €178.1 million in
the first half of 2004, an increase of 8.0% (8.2% at constant exchange rates).

* Gastroenterology. Sales came to €70.4 million compared to €63.6 million in the first half of 2004, an
increase of 10.6% (11.3% at constant exchange rates). This strong growth was mainly attributable to a
generally good performance across the product range, particularly in Russia and Algeria.

* Cognitive Disorders. Sales rose to €60.9 million from €57.1 million in the first half of 2004, an

increase of 6.6% due mainly to a recovery in Tanakan® sales in France after a decline in the first half of
2004.

* Cardiovascular. Sales totaled €61.0 millibn against €57.3 million in the first half of 2004, an increase
of 6.6% due mainly to Nisis® and Nisisco®.
Product Breakdown:

The table below shows a breakdown of first half of 2005 and first half of 2004 sales by product:
Six Months Ended June 30,

Change
2005 2004 2005/2004
» Y% %
Product € sales € sales € %o
(in thousands of euros)

Decapeptyl® ! ... 106,136 257 100,587 266 5549 55
Tanakan® .........ccccviverieineineenineeee e 60,942 14.8 57,146 15.1 3,796 6.6
DySPort®h) e, 45395  11.0 41,248 109 4,147 10.1
Somatuline® . .........oovorreriece e 40,786 9.9 35648 94 5138 144
SMECTA® ..o 32,334 7.8 28,638 7.6 3,696 129
GInkor FOrt®.......ccoovviiviiinicnnne e 31,271 7.5 29,646 79 1,625 5.5
FOTIaX® ..ottt et 21,874 53 19,462 5.2 2412 124
Nisis® and NiSiSCO®.......cocvircrirmrrenerrinerireernnenne 20,928 5.1 17,856 4.7 3,072 172
Other productsS.......ccoeceivviecieccnrercneneereenreenes 36,678 8.9 33,927 9.0 2,751 8.1
Total pharmaceutical product sales................. 396,344 96.0 364,158 96.4 32,186 8.8
Pharmaceutical-related activities .........c.ccvernnenn, 16,360 4.0 13,497 3.6 2,863  21.2
Total sales..........ccccoiiiiniiniininirecnecnnes 412,704 100.0 377,655 100.0 35,049 9.3

(1) Peptide or protein based products.

* Decapeptyl®. Sales rose by 5.5% in the first half of 2005 to €106.1 million. Growth came principally
from France and China but was depressed to some extent by government price cuts in Spain and Italy,
which together account for 39% of Decapeptyl® sales. However, volume growth remained strong at 8.0%.

* Tanakan®. In France, Tanakan® performed well in a declining market, gaining market share and
contributing to solid overall growth. Worldwide sales were up 6.6% in the first half of 2005 compared
with the first half of 2004. Sales were also strong in Romania, Russia, Portugal and China, which also
achieved substantial volume growth. Tanakan® began its recovery in the second half of 2004 and it was
completed in the first half of 2005.

* Dysport®. Dysport® sales rose by 10.1% to €45.4 million in the first half of 2005. Australia, Greece and
the CIS countries achieved solid growth, which was offset to some extent by fierce competition in Latin
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America, and particularly Brazil and Mexico. Competition was also strong in Iran, where the product was
also affected by a distribution reorganization.

Somatuline®. Sales of Somatuline® and Somatuline® Autogel® amounted to €40.8 million in the first
half of 2005, an increase of 14.4% over the first half of 2004, despite the fact that the comparative period
had been boosted by the launch of Somatuline® Autogel® in the United Kingdom and many other
European countries. Somatuline® Autogel® was launched in Italy in February 2005.

Smecta®. Sales rose by 12.9% to €32.3 million in the first half of 2005, driven chiefly by a good
performance in China, Algeria and Russia. In addition, sales in the first half of 2004 had been depressed in
France by the absence of seasonal epidemics, which was not the case in the first half of 2005. Exchange
rate fluctuations, which are a key factor for this product due to its high sales volumes in China, had a
negative impact on sales growth compared with the first half of 2004. At constant exchange rates, growth
would have been 14.4%.

Ginkor Fort®. Sales totaled €31.3 million in the first half of 2005, an increase of 5.5% over the first
half of 2004, which suffered a decline in sales. There has been a steady upturn in France since then.

Forlax®. Sales were up 12.4% to €21.9 million in the first half of 2005 driven chiefly by strong growth
in Algeria and Russia, together with a solid performance in the French market. The junior version of
Forlax® was launched in France at the end of June 2005 and therefore had little impact on the first half.

Nisis® and Nisisco®. Sales of Nisis® and Nisisco® amounted to €20.9 million in the first half of 2003, an
increase of 17.2% compared with the first half of 2004 despite a highly competitive market. These two
products now account for 10.9% of total primary care product and 5.1% of total sales.

NutropinAq®. Sales of NutropinAq® amounted to €2.0 million in the first half of 2005, which was in
line with expectations, particularly in Germany, Spain and the United Kingdom. The product was first
launched in spring 2004 and comparative period sales were therefore insignificant.

Decapeptyl®, Dysport® and Somatuline®. Sales of Ipsen’s peptide and protein-based products rose by
8.4% to €192.3 million in the first half of 2005 compared to €177.5 million in the first half of 2004. They
accounted for 46.6% total sales compared with 47.0% the previous year.

Pharmaceutical-related Activities. Sales were up 21.2% to €16.4 million in the first half of 2005,
driven chiefly by growth in sales of Ginkgo biloba extract to the Schwabe group in Germany.
Pharmaceutical-related activities accounted for 4.0% of total sales in the first half of 2005 compared with
3.6% in the first half of 2004.
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Geographical Breakdown of Sales:

The table below shows a geographical breakdown of the first half of 2005 and the first half of 2004 sales.

Six Months Ended June 30, Change
2005 2004 2005/2004
€ % € % € %
(in thousands of euros)

FTanCe...oocccvvioiiiie et e et eens 181,061 439 169,441 449 11,620 6.9
SPAIMN wevvrciirireiee st eeesre e a e se s aeraesresens 34,675 8.4 34,915 9.2 (240) 0.7
TRALY e 33,543 8.1 32,466 8.6 1,077 33
GEIMANY ....coiiereeir et eretresie e sreetnsesraeae e 19,426 4.7 15,023 4.0 4,403 29.3
United Kingdom ........ccoveevieevieciiennee e, 13,823 33 11,915 3.1 1,908 16.0
Major western European countries............... 282,528 684 263,760 69.8 18,768 7.1
Rest of Europe .............occoevcvvcvcneerneinnnnne. 79,050 19.2 66,667 17.7 12,383 18.6
ASIA vt eare s 26,906 6.5 21,809 5.8 5,097 234
North AMEriCa..ccovvecvvveiiiriiiiirreciere e, 270 0.1 (270) (100.0)
Other COUNtries ........cccvveereerrensirner e 24,220 5.9 25,149 6.6 (929) 3.7
Rest of the world ................ccoooocvvvviivirinninnn 51,126 12.4 47,228 12.5 3,898 8.3
Total Sales......ccccooovvevevvvveireiieece e 412,704 1000 377,655 1000 35,049 9.3

* The Major Western European Countries had sales totaling €282.5 million, an increase of 7.1% on the
first half of 2004 (7.2% at constant exchange rates). Sales in targeted therapeutic areas were depressed by
price cuts in Spain, Italy and the United Kingdom, which mostly affected Decapeptyl® and Somatuline®.
This was offset by strong growth in Somatuline® Autogel®, the successful launch of NutropinAq® in
Germany and the United Kingdom, and a good performance in primary care products in France.

* In the Rest of Europe, sales amounted to €79.1 million, a strong increase of 18.6% over the first half of
2004 (18.5% at constant exchange rates) attributable mainly to a good performance in Central and Eastern
Europe and the CIS countries. Growth in other western European countries was depressed by a decline in
sales in Belgium, chiefly of Decapeptyl®, where the 14% price cut introduced as of July 1, 2005 was
factored into selling prices in the first half.

* In the Rest of the World, sales totaled €51.1 million against €47.2 million in the first half of 2004, an
increase of 8.3% (8.5% at constant exchange rates), chiefly due to strong sales in North Africa (mostly
gastroenterology products), China (Smecta® and Decapeptyl®) and Korea (Dysport®). China and Korea
enjoyed sustained growth after a slowdown in 2004 and Asia therefore posted growth of 23.4% over the
first half of 2004. This was partially offset by strong competition for Dysport®, principally in Latin
America and Iran.
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Operating Income and Net Profit:
The following table shows trends in results in the first half of 2005 compared with the first half of 2004.

Change
Six Months Ended June 30, 2005/2004
2005 2004
% of total % of total
€ revenue € revenue € %
(in thousands of euros)

Sales.............. PR 412,704 90.0 377,655 92.2 35,049 9.3
Other revenue ........cooeeeevvnnnnens 45,684 10.0 31,979 7.8 13,705 429
Total revenue .................coou.... 458,388 100.0 409,634 100.0 48,754 11.9
Cost of goods sold ........c..ccc..... (88,961) (19.4) (82,968) (20.3) (5,993) 7.2
Research and development

EXPENSES ..evrenreerereeerrenereaenes (75,635) (16.5) (62,221) (15.2) (13,414) 216
Selling, general and

administrative expenses........ (177,317) (38.7) (163,073) (39.8) (14,244) 8.7
Other operating income and

EXPETISES ..eveneeriinvenrerenreserees 174 nm (202) nm 376 nm
Restructuring costs .......c.cvevenne (9,453) 2.3) 9,453 nm
Operating income ................... 116,649 254 91,717 22.4 24,932 27.2

Investment income ............... 1,089 1,014 75

Costs of financing................. (4,378) (5,183) 805
Net costs of financing............. (3,289) 0.7) (4,169) (1.0) 881 (21.1)
Other financial income and

EXPENSES c.evnviveereerrveaiiene e (1,348) (0.3) (508) (0.1) (840) nm
Income tax ......ccoovevevveivieinennnns (22,433) 4.9) (25,775) (6.3) 3,342 (13.0)
Net profit from continuing

operations ............cc.ccoceeneeen. 89,579 19.5 61,265 15.0 28,314 46.2
Discontinued operations......... 12,266 3.0 (12,266) nm
Net profit before minority

interests............ccoceevevvereennens 89,579 19.5 73,531 18.0 16,048 21.8

Minority interests ................. 211 96 115 nm
Net profit attributable to the

Group......cccoevvevvieveiiiees 89,368 73,435 15,933 21.7

¢ Other Revenue. Other revenue, which comprises royalty income, milestone payments and revenue
from other services, amounted to €45.7 million (10.0% of total revenue) in the first half of 2005 compared
with €32.0 million (7.8% of total revenue) in the first half of 2004. The following table shows a
breakdown of this item.

Six Months Ended

June 30, Change
2005 2004 200572004

€ € € %
(in thousands of euros)

Analysis by revenue type

ROYAlLY INCONE ..ottt ettt 22,684 17,772 4,912 27.6
Milestone payments — license agreements........c.ccccveecvrenenne 16,093 4863 11,230 2309
Other (co-promotion income, charges rebilled)............ccooeeeeee., 6,907 9,344 (2,437) (26.1)
Other FeVENUIE............ccviviiieieiiie et e e evee e bee s 45,684 31,979 13,705 429

* The increase in royalty income was chiefly due to growth in royalties from the Kogenate® license.
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* The increase in milestone payments from research and development partnerships was due to an
acceleration in the BIM 51077 program with Roche, together with the income arising from termination of
a research agreement as described in Note 1.1.2.2 to the 2005 interim consolidated financial statements.

* The decrease in revenue from other services was due to a fall in the amount of research and development
expenses rebilled to partners, again following termination of the agreement referred to above. Termination
of this agreement had a net positive impact on other revenue of €3.6 million.

* Cost of Goods Sold. Cost of goods sold totaled €89.0 million in the first half of 2005 compared with
€83.0 million in the first half of 2004. This represents 19.4% of total revenue and 21.6% of sales,
compared with 20.3% and 22.0% respectively the previous year. This positive trend is principally due to
growth in sales volumes and productivity gains.

* Research and Development Expenses. Research and development expenses rose by 21.6%, from
€62.2 million in the first half of 2004 (15.2% of total revenue and 16.5% of sales) to €75.6 million in the
first half of 2005 (16.5% of total revenue and 18.3% of sales). The table below shows a comparison of
research and development expenses in the first half of 2005 and the first half of 2004:

Six Months Ended
June 30, Change

2005 2004 2005/2004
€ € € %
(in thousands of euros)

Analysis by expense type

Product research and development“) ..................................................... 65,683 56,198 9485 16.9
Industrial development™...........cooooorveevievieriecee e 7,518 4,104 3414 832
Strategic development™...........ccoooorviirveiiecreee s 2,434 1,919 515 268
TOLAL ... s 75,635 62,221 13,414 21.6

(1) Product research involves identifying molecules, determining their biological characteristics and developing small scale production processes.
Product development involves converting the active molecules into registered drugs. and improving existing products or seeking new therapeutic
indications for existing products. Patent-related costs are also included in these expenses.

(2) Industrial development includes chemical and biotechnical research and process development research to industrialize the small-scale production
of molecules created by the research labs.

(3) Strategic development includes expenses incurred in seeking licenses for new products or forging new partnerships.

* Product Research and Development. The main projects in the first half of 2005 concerned
endocrinology and oncology. The growth in product research and development expenditure was
mostly due to the Group’s measures to strengthen its clinical development teams in 2004.

* Industrial Development. The new UK primary facility specializing in the production of
Dysport®’s active ingredient came on line for clinical batches at the end of June 2004. The
corresponding operating costs since then, which amounted to €3.6 million in the first half of
2005, have been booked as industrial development expenses.

* Selling, General and Administrative Expenses. Selling, general and administrative expenses rose by
€14.2 million in the first half of 2005, similar to the rate of growth in sales. They totaled €177.3 million
(38.7% of total revenue and 43.0% of sales) in the first half of 2005 against €163.1 million in the first half
of 2004 (39.8% of total revenue and 43.2% of sales).

* Selling Expenses. Although total selling expenses amounted to €144.3 million in the first half
of 2005 against €135.8 million in the first half of 2004, as a percentage of sales, they were down
slightly to 35.0% from 35.9%. Despite continued strong marketing support for recently-
launched products, particularly Nisis® and Nisisco® in France, Somatuline® Autogel® and
NutropinAq® in many countries, and Testim® in Europe, selling costs were contained on a
relative basis due to sales growth and tight cost control.

* General and Administrative Expenses. These expenses totaled €33.0 million in the first half
of 2005, a rise of €5.7 million compared with the first half of 2004. They included €2.4 million
in non-recurring cost items such as litigation and fees.

59




¢ Restructuring Costs. There were no restructuring costs in the first half of 2005. In the previous year, a
charge of €9.5 million was taken to cover costs involved in discontinuing Hyate:C® production.

¢ Operating Income. Operating income rose by 27.2% to €116.6 million against €91.7 million in the first
half of 2004. This represents a margin of 25.4% of total revenue and 28.3% of sales against 22.4% and
24.3% respectively for the first half of 2004. Excluding restructuring costs and the impact of the Roche
agreements described in Note 1.1.2.2 to the 2005 interim consolidated financial statements (which
includes termination of the research agreement referred to above), operating income rose by 13.1%,
giving a margin of 25.0% of total revenue against 24.7% in the first half of 2004.

Segment Reporting by Geographical Area:

The Group reports its primary segment information, as defined by IAS 14, based on geographical area
because its business activities all fall within the same area of activity, i.e. research, development,
manufacture and sale of pharmaceutical products. Therefore, the Group does not produce secondary segment
information by activity. The table below shows a breakdown of sales, total revenue and operating income by
geographical area for the first half of 2005 and the first half of 2004.

Six Months Ended June 30, Change
2005 2004 2005/2004
% of % of
Total Total
€ Revenue € Revenue € %

(in thousands of euros)

Major western European countries

SIS 1 etireiires e e 282,528 97.9 263,760 97.8 18,768 7.1
TOtal TEVENUE.........cocvvvvieeereeeeeiee e e 288,654 100.0 269,683 100.0 18,970 7.0
Operating inCoOME ......cccveervrrerreverienenrenienrennnns 117,873 40.8 105,512 39.1 12,361 11.7
Rest of Europe

SAIES .ottt 79,050 99.8 66,667 99.7 12,383 18.6
Total TEVENUE...c..cvieiereeciecii et 79,221 100.0 66,859 100.0 12,362 18.5
Operating iNCOME ......cccvreevrrerrererrereerenreenneens 30,654 38.7 27,896 41.7 2,758 9.9
Rest of the world

SAES .t 51,126 100.0 47,228 100.0 3,898 8.3
Total revenue.....cc.ccoevvreeevvieeiiciiescieere s, 51,125 100.0 47,228 100.0 3,897 8.3
Operating inCome .......o.oocvveeeerreneeneeinceennenn. 16,329 319 12,048 255 4281 355
Total allocated

SalES..uiii i 412,704 98.5 377,655 98.4 35,049 9.3
Total TEVENUE. .....coveivvievreeerieer v etreeree e ens 419,000 100.0 383,770 100.0 35,230 9.2
Operating iNCOME .......ccvvverveverrieeeriserreneieens 164,856 393 145,456 379 19,400 133
Total unallocated

Total 1eVenue.........ccceeviveevriieciiecriec e 39,387 25,865 13,522
Operating iNCOME ......cc.cvuvieveerevrercrenrierenrennas (48,207) ns (53,739) ns 5,532 ns
Group total

SAlES....eeiiiee e 412,704 90.0 377,655 92.2 35,049 9.3
Total rEVENUE........ccvveecreiecriieiieeeee e 458,388 100.0 409,634 100.0 48,754 119
Operating INCOME ......ccerveverrvenrieieerreeieree e 116,649 254 91,717 22.4 24,932  27.2

* Major Western European Countries (Germany, Spain, France, Italy, United Kingdom). Operating
income rose by 11.7% to €117.9 million, giving a margin of 40.8% of total revenue compared with 39.1%
for the first half of 2004. This improvement was principally due to slower growth in selling expenses than
revenue.

* Rest of Europe. Operating income rose by 9.9% in the first half of 2005 to €30.7 million. The margin
stood at 38.7% of total revenue against 41.7% for the first half of 2004. The deterioration in margin was
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chiefly due to increased government taxes in Belgium and the impact of an administrative reorganization
of the business in Eastern Europe.

Rest of the World. The Group distributes most of its products through wholesale distributors or agents,
except for China and Korea where it has a direct presence. Operating income rose by 35.5% to
€16.3 million, giving a margin of 31.9% of total revenue against 25.5% for the first half of 2004. In 2004,
operating income was depressed by non-recurring restructuring costs of €2.1 million in North America
following discontinuation of Hyate:C® production.

Unallocated Operating Income amounted to €(48.2) million against €(53.7) million in the first half of
2004, broken down as follows:

* Total revenue amounted to €39.4 million in the first half of 2005, up sharply compared with
€25.9 million in the first half of 2004. Growth was driven by a sharp increase in royalty income on
Kogenate® sales together with receipt of a fixed sum on termination of a research agreement, offset
to some extent by a decrease in research and development expenses rebilled to partners under that
agreement.

* Research and development expenses totaled €68.6 million in the first half of 2005 against
€54.6 million in the first half of 2004.

¢ Selling, general and administrative expenses were €19.0 million against €25.0 million in the first half
of 2004, when a non-recurring charge of €7.4 million was incurred in restructuring one of the
Group’s manufacturing plants.

Other Income Statement Items:

Net Costs of Financing — Other Financial Income and Expenses. The net costs of financing fell by
21.1% to €3.3 million against €4.2 million in the first half of 2004, principally due to a sharp decrease in
interest costs for swaps when a portion of these instruments reached maturity.

Other net financial expenses amounted to €1.3 million in the first half of 2005 against €0.5 million in the
first half of 2004. This includes a write-down of the Group’s holding in Spirogen to bring its value in line
with the Group’s share in Spirogen’s underlying net assets, together with a provision for unrealized losses
on swaps treated as speculative at June 30, 2005. The average cost of financing was 3.67% in the first half
of 2005 compared with 4.54% in the first half of 2004.

Income Tax., The effective tax rate was 20.0% in the first half of 2005 compared with 29.6% in the first
half of 2004. The improvement was due to the non-recurring impact of recognition of a €6.2 million
deferred tax asset in respect of the Group’s UK subsidiaries following an improvement in the probability
of recovering previously unrecognized tax losses. Excluding this factor, the tax rate would have been
25.6%. The level of tax expenses also benefited from a favorable tax rate on milestone payments received
during the period.

Net Profit from Continuing Operations. Net profit from continuing operations amounted to
€89.6 million in the first half of 2005 against €61.3 million in the first half of 2004, an increase of 46.2%.
This represents a margin of 19.5% of total revenue in the first half of 2005 against 15.0% in the first half
of 2004.

Discontinued Operations. There were no discontinued operations in the first half of 2005, compared
with a net gain of €12.3 million in the first half of 2004 following the June 2004 disposal of Dynport.

Net Profit. Net profit before minority interests amounted to €89.6 million (€89.4 million after minority
interests) in the first half of 2005 against €73.5 million (€73.4 million after minority interests) in the first
half of 2004, an increase of 21.8%. The net margin was 19.5% of total revenue against 18.0% in the first
half of 2004.
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Liquidity and Capital Resources in the First Half of 2005
Liquidity:

The consolidated statement of cash flows shows a €55.6 million decrease in cash before the impact of
exchange rate movements and pro forma restatements in the first half of 2005, compared with an increase of
€10.3 million in the first half of 2004. The main cash outflows in the first half of 2005 were a decrease in
drawdowns on the Group’s credit lines following the restructuring transactions completed on June 30, 2005,
and a €29.3 million dividend payout.
Six
Months

Ended Year Ended
June 30, December 31,

2005 2004
€ €

(in thousands of euros)
Cash flow from operations before change in working capital............cccovvieviienene. 98,302 145,692
Change in working capital related to operating activities.........ccccevriievrriicniinnennn, (35,775) (21,009)
¢ Net cash provided by operating activiti€s.......c..cccvvrriircineniineiniecneecee e 62,527 124,683
* Net cash used by investing actiVitIEs .........ccveveirieriimeniiiiii e (29,741) (102,477)
* Net cash used by financing ACHVILIES ......cc.evvircerrieerreiiire et eii e e (88,416) (11,945)
Change in cash and cash equivalents...................coooooiiniiiiiiii (55,630) 10,261
Opening cash and cash equivalents................cccoooiiiiiiinin e 92,763 99,725
Impact of pro forma reStatemMents ..........coccoevveiieiiiiiiieiie e (5,583) (15,227)
Impact of exchange rate MOVEMENTS. .......cccevvvrieriirerriiereeiere e 192 (1,996)
Closing cash and cash equivalents...................ccccoovi i 31,742 92,763

* Net Cash Provided by Operating Activities. In the first half of 2005, cash flow from operations before
change in working capital amounted to €98.3 million. Working capital requirements related to operating
activities rose by €35.8 million, mainly due to a €14.6 million increase in trade receivables. This increase
not only reflects general growth in business volumes, but also a rapid rise in business with the ‘‘rest of the
world’’ area and an increase in the proportion of sales to hospitals in Italy, both of which have longer
payment periods. In addition, trade payables were down €10.4 million, which is largely a seasonal
phenomenon, while the working capital requirement arising from changes in other operating assets and
liabilities rose by €9.6 million, mainly due to prepayment of insurance premiums and an increase in
royalties received but not yet cashed.

As a result, net cash provided by operating activities amounted to €62.5 million in the first half of 2005.

* Net Cash Used by Investing Activities. Investing activities used net cash of €29.7 million in the first
half of 2005. The main cash flow items were acquisitions of non-current assets totaling €15.8 million,
together with a €14.6 million increase in working capital requirement related to investing activities.

Acquisitions in the first half of 2005 included:

¢ €13.5 million in property, plant and equipment, largely due to expenditures for maintaining and
upgrading the Group’s manufacturing facilities;

* €2.3 million in intangible assets, mostly comprising milestone payments made under agreements for
certain third-party products distributed by the Group.

The increase in the working capital requirement related to investing activities of €14.6 million was
mainly due to payment during the first half of 2005 of amounts due in respect of non-cuirent assets
booked in 2004. These amounts included €7.2 million in the additional price payable on achievement
of certain sales volumes for two hypertension products, together with €1.8 million in outstanding
building costs for the new biotechnology research facility in Boston (United States) completed in
2004.

62




* Net Cash Used by Financing Activities. Financing activities used net cash of €88.4 million in the first
half of 2005. The main cash flow items were a €58.3 million reduction in drawdowns on the Group’s
credit lines and a €29.3 million dividend payout.

Capital Resources

Net debt amounted to €154.2 million at June 30, 2005 against €145.8 million at December 31, 2004. At
June 30, 2005, the Group had available five-year credit lines totaling €275.6 million, of which
€157.7 million was drawn down against €215 million at the end of 2004. A description of these bilateral
credit lines can be found in Note 9.4.9 to the 2005 interim consolidated financial statements. As regards the
financial covenants set out in the loan agreements, net debt to equity stood at 0.42 and net debt to EBITDA
at 0.72, compared with a maximum allowable of 1, and of 2.5 to 3, respectively.

Market Risks

The management of financial risks by the Group takes place essentially within the framework of the control
procedures set up at the level of financial management within the Group, in collaboration between the
subsidiaries concerned and the Group’s specialized departments which arrange and manage such matters.
The Group essentially uses traditional and low-risk instruments to cover its exposure to exchange and
interest rate variations. To protect itself against liquidity risk, the Group favors a diversified and qualitative
approach to its business counterparts.

Exchange Rate Risk

The worldwide business of the Group is conducted by subsidiaries which operate mainly in the countries
where they are based. Sales which give rise to invoices issued in a specific currency are thus generally
associated with expenses in the same currency. Consequently, the Group’s exposure to exchange rate risk in
respect of commercial operations is generally relatively small. In addition, in 2004, about 79.7% of the
Group’s consolidated business took place in the Eurozone. Net exposure to exchange rate risks is first
assessed by the various subsidiaries of the Group before being passed on, where necessary, to the Group’s
specialized departments. Exchange rate hedging transactions carried out on behalf of subsidiaries are
centralized within the Group’s treasury department which mainly uses traditional hedging instruments
(futures, options). Foreign currency fluctuations are not subject to hedging, except for certain limited and
immaterial billing fluctuations. The financial instruments used to hedge foreign currency fluctuations are
described in Note 9.4.9.4.2 of the consolidated financial statement as of June 30, 2005.

Interest Rate Risk

The Group applies a prudent policy to interest rate hedging adapted to the profile of its business. As at
December 31, 2004, the entirety of the Group’s long-term borrowing was at fixed or semi-fixed rates due to
the use of hedging transactions mainly in the form of interest rate swap contracts. The financial instruments
used to hedge interest rate risk are described in Note 9.4.9.4.1 of the consolidated financial statement as of
June 30, 2005.

Liquidity Risk

The Group’s policy is to diversify its business counterparts so as to avoid the risks associated with excessive
concentration. In addition, the Group monitors the credit risks associated with the financial instruments in
which it invests and limits its investments according to the credit rating of its business counterparts. As at
December 31, 2004, the Group’s excess cash balances represented an amount of €94 million. These funds
are managed by the Group and are mainly invested in money-market UCITS and certificates of deposit. The
Group invests its surpluses in short-term money-market financial instruments negotiated with counterparts
whose credit ratings are at least Al (Standard & Poors) and P1 (Moody’s). Off-balance sheet derivative
instruments are negotiated with first-class banking counterparts.
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Recent Developments

Discussion of the Group’s Pro Forma Sales in the First Nine Months of 2005 Compared to the First
Nine Months of 2004 (IFRS)

In the following discussion, all financial information is shown on a pro forma basis and has been prepared
in accordance with IFRS. In addition, in order to allow investors to understand changes between the
periods, the information with respect to the first nine months of 2004 presented below has been calculated
on a comparable basis i.e., using the same scope of consolidation for the first nine months of 2004 as that
used for the same period in 2005. In particular, following the Group’s transfer in October 2005 of certain of
its assets relating to primary care products in Spain (with the exception of Tanakan® marketed under the
brand name Tanakene® (see ‘“‘— Transfer of assets relating to primary care product sales in Spain’’
below)), Ipsen has reclassified the sales and net results generated by those activities fo ‘‘discontinued
operations’’ in its financial statements. Accordingly, sales reported for the first nine months of 2005 do not
include the €12.5 million in sales generated by those activities, and sales reported for the first nine months
of 2004 have been decreased by €11.9 million.

Overview

Sales rose by 8.9% in the first nine months of 2005 to €606.9 million compared to €557.4 million for the
same period of 2004. Price decreases, resulting both from governmental decisions as well as competitive
pressures, had a negative impact of €8.1 million on sales of the first nine months of 2005, which resulted in a
1.4 point decrease in the growth in sales compared to the first nine months of 2004. Changes in currency
exchange rates did not have a significant impact.

Therapeutic Area Breakdown. Sales in Ipsen’s targeted therapeutic areas (oncology, endocrinology and
neuromuscuiar disorders) were €292.9 million, an increase of 10.8% in the first nine months of 2005
compared to the same period of 2004. This increase was particularly significant for endocrinology (a 20.4%
increase compared to the first nine months of 2004). Sales of products for neuromuscular disorders increased
11.8%, and sales of oncology products grew 6.9% in the first nine months of 2005 compared to the same
period in 2004. Sales of primary care products were €283.7 million, an increase of 5.9% in the first nine
months of 2005 compared to the same period in 2004.

Geographic Zone. Sales in the major western European countries grew to €409.5 million in the first nine
months of 2005 (or 67.5% of total Group sales), an increase of 6.3% compared to the same period in 2004.
This growth more than offset the price decreases imposed by governmental authorities. Sales in the rest of
Europe continued to drive sales growth for the Group, increasing 16.7% to €118.1 million (or 19.5% of total
Group sales) in the first nine months of 2005 compared to the same period in 2004. Sales in the rest of the
world increased to €79.3 million (or 13.1% of total Group sales), an increase of 11.5% in the first nine
months of 2005 compared to the same period in 2004, due mainly to increases of sales in Asia.
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Therapeutic Area Breakdown:

The table below shows a breakdown of sales by therapeutic area in the first nine months of 2005 and the first
nine months of 2004:

Nine Months Ended September 30,

2004
= T awites Ot
€ sales € sales € % €
(in thousands of euros)

Targeted therapeutic areas
ONCOIOZY .covvnviirrierciee e 159,387 26.3 149,066 26.7 10,321 6.9 149812
Endocrinology .....cccccocvvvrvienvineiennnnn, 65,201 10.7 54,137 9.7 11,064 204 54,137
Neuromuscular disorders................. 68,327 11.3 61,094 11.0 7,233  11.8 61,916

Sub-total.............rieeverrrnn, 292,914 483 264,296 47.4 28,618 10.8 265,866
Primary care
Gastroenterology ........cceeveerrnieincas 105,542 17.4 98,113 17.6 7,429 7.6 98,679
Cognitive disorders..........cecvrireeenne. 90,946 15.0 86,497 15.5 4,449 5.1 86,497
Cardiovascular.........cocvveveievnreeiceennan 87,181 14.4 83,213 14.9 3,968 4.8 86,767

Sub-total..............ceceeeinnn. 283,669 46.7 267,823 48.1 15,846 59 271,943
Other products....................c.......... 5,407 0.9 4,465 0.8 942 21.1 10,317
Total pharmaceutical product

SAlES.....cciiiiei e 581,990 95.9 536,584 96.3 45,406 85 548,126

Pharmaceutical-related activities 24,900 4.1 20,777 3.7 4,123 19.8 21,089
Total sales .....c...ccceeeevvvivicciviniinnn, 606,890 100.0 557,361 100.0 49,529 8.9 569,214

In the first nine months of 2005, sales of pharmaceutical products prescribed by the medical profession
amounted to €582.0 million (or 95.9% of total sales) compared with €536.6 million (or 96.3% of total sales)
in the first nine months of 2004. This represents growth of 8.5% broken down as described below.

Targeted Therapeutic Areas:

Sales of products in the targeted therapeutic areas grew by 10.8% in the first nine months of 2005 compared
to the first nine months of 2004.

Oncology. Sales were up 6.9% to €159.4 million in the first nine months of 2005 compared to
€149.1 million in the first nine months of 2004. Growth was driven by the strong performance of
Decapeptyl® despite a negative impact of €4.3 million due mainly to price cuts in Spain, Belgium and
Italy. Sales growth for Decapeptyl® accelerated in the third quarter of 2005 compared to the first half of
2005 in all the geographic areas where it is sold.

Endocrinology. Sales were up 20.4% to €65.2 million in the first nine months of 2005 compared to
€54.1 million in the first nine months of 2004. This performance was chiefly attributable to strong growth
in Somatuline® Autogel® sales and the initial impact of the newly-launched NutropinAg® in Germany, the
United Kingdom, Spain and France. This growth rate was particularly robust, considering that sales in the
first nine months of 2004 had been boosted by the launch of Somatuline® Autogel® in a number of other
countries.

Neuromuscular Disorders. Sales in this area, which were generated solely by Dysport®, were up
11.8% compared to the first nine months of 2004 (11.6% at constant exchange rates) to €68.3 million in
the first nine months of 2005. Sales of Dysport® have grown strongly in Europe although the product
faces stiff competition in South America and Iran.
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Primary Care:

Sales of primary care products amounted to €283.7 million in the first nine months of 2005 against
€267.8 million in the first nine months of 2004, an increase of 5.9%.

* Gastroenterology. Sales in this category came to €105.5 million in the first nine months of 2005
compared to €98.1 million in the first nine months of 2004, an increase of 7.6%. This strong growth was
mainly attributable to a generally good performance across the product range, particularly in Russia,
China and Algeria, despite weaker sales in France in the third quarter of 2005.

* Cognitive Disorders. Sales in this category, which only include sales of Tanakan®, rose to
€90.9 million in the first nine months of 2005 from €86.5 million in the first nine months of 2004, an
increase of 5.1%.

* Cardiovascular. Sales in this category totaled €87.2 million in the first nine months of 2005 against
€83.2 million in the first nine months of 2004, an increase of 4.8% due mainly to the growth in sales of
Nisis® and Nisisco®.

Product Breakdown:

The table below shows a breakdown by product of sales in the first nine months of 2005 and the first nine
months of 2004:
Nine Months Ended September 30,

2004
2005 — 2004 = 2(():(;153121554 (“écl::g:;,g
Product € sales € sales € % €
(in thousands of euros)
Decapeptyl®........cooovvveienrein. 159,302 262 148,807 267 10495 7.1 148,807
TanaKan®..........cccoevoevrrveecrersereennen. 90,946 150 86,497 155 4449 5.1 86,497
Dysport® e, 68,327 113 61,094 110 7233 11.8 61,094
Somatuline® ! ...........ccocoiierienrnn. 61,331  10.1 53,587 96 7,743 145 53,587
SMECtA® ..o 51,221 84 46,685 84 4,536 97 46,685
Ginkor FOIt® .......coovvmvrvmerrrerrnn, 46,936 77 45,012 8.1 1,924 43 45012
FOrlax® ........cooooeemeeeeeeeveeeisieneeeeen, 31,589 52 29,015 52 2574 89 29015
Nisis® and NisisCO®........coceourrrnne.. 30,520 50 27,142 49 3379 124 27,142
NUtropinAQ® .....cocvvevvinienenvicennennen 3,607 0.6 375 0.1 3,232 n/a 375
Other products.........ccceeeeereererreenn. 38,211 6.3 38370 6.9 (159) (0.4) 49912
Total pharmaceutical product
SALES .....ooveeeeeeereseeee s 581,990 959 536,584 963 45406 85 548,126
Pharmaceutical-related activities..... 24,900 4.1 20,777 3.7 4,123  19.8 21,089
Total sales ..........cc..coceevrerrerenrnn. 606,890 100.0 557,361 1000 49,529 89 569,214

(1) Peptide or protein based products.

* Decapeptyl®. Sales rose by 7.1% in the first nine months of 2005 to €159.3 million compared to
€148.8 million for the first nine months of 2004, an improvement over the 5.5% increase in the first half
of 2005, although sales remained affected by the price decreases imposed by governmental authorities in
Italy, Spain and Belgium. Volumes increased 9.9% during the period. The acceleration in growth of the
product’s sales in the third quarter of 2005 as compared to the first half of the year was mainly due to
strong sales in the rest of the world.

e Tanakan®. Sales rose in the first nine months of 2005 to €90.9 million, an increase of 5.1% compared
to the first nine months of 2004, confirming the product’s resistance. In France, Tanakan® performed well
in a declining market, gaining market share that resulted in an increase of 3.9% in sales, despite slower
growth in the third quarter of 2005 compared to the first half of 2005. Sales were also strong in eastern
Europe, up 15%, as well as in China, up 25%, in a market with significant volumes.
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Dysport®, Dysport® sales rose to €68.3 million in the first nine months of 2005, an 11.8% increase
compared to the first nine months of 2004. Australia, Italy, Greece, the CIS countries and countries in
Central and Eastern Europe achieved solid growth, which contributed to accelerated growth in the
Group’s sales, but was partially offset by fierce competition outside of Europe.

Somatuline®. Sales of Somatuline® and Somatuline® Autogel® amounted to €61.3 million in the first
nine months of 2005, an increase of 14.5% over the first nine months of 2004, despite the negative effect
of lower prices in the United Kingdom and Spain in 2005 and despite the boost in sales for the first nine
months of 2004 due to the launch of Somatuline® Autogel® in the United Kingdom and many other
European countries. Growth in the product was 16.5% based on volume. Somatuline® Autogel® was
launched in Italy in February 2005 and in Germany in July 2005.

Smecta®. Sales rose to €51.2 million in the first nine months of 2005, a 9.7% increase compared to the
first nine months of 2004, driven chiefly by strong performance in China, Algeria and Russia, offsetting
lower sales in France in the third quarter.

Ginkor Fort®. Sales totaled €46.9 million in the first nine months of 2003, an increase of 4.3% over the
first nine months of 2004.

Forlax®. Sales were €31.6 million in the first nine months of 2005, an 8.9% increase compared to the
first nine months of 2004, driven chiefly by strong growth in Algeria and Russia, together with a solid
performance in the French market. The pediatric version of Forlax® was launched in France at the end of
June 2005.

Nisis® and Nisisco®. Sales of Nisis® and Nisisco® amounted to €30.5 million in the first nine months of
2005, an increase of 12.4% compared with the first nine months of 2004, despite a highly competitive
market. The growth in sales of these products now matches the growth of the market. These two products
now account for 10.6% of total primary care product sales and 5.0% of total sales of the Group.

NutropinAq®. NutropinAq® was launched in spring 2004 and the sales amounted to €3.6 million in the
first nine months of 2005, compared to €0.4 million during the same period in 2004, reflecting the
progressive rollout of the product. NutropinAq® is now available in the major western European countries
as well as in Austria, the Czech Republic, Belgium, Luxembourg and the Netherlands.

Decapeptyl®, Dysport® and Somatuline®. Sales of Ipsen’s peptide and protein-based products rose by
9.7% to €289.0 million in the first nine months of 2005 compared to €263.5 million in the first nine
months of 2004. They accounted for 47.6% of total sales in the first nine months of 2005 compared to
47.3% during the same period in 2004.

Pharmaceutical-related Activities. Sales were €24.9 million in the first nine months of 2005, a 19.8%
increase compared to the first nine months of 2004. Pharmaceutical-related activities accounted for 4.1%
of total sales in the first nine months of 2005 compared with 3.7% in the first nine months of 2004.
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Geographical Breakdown of Sales

The table below shows a geographical breakdown of the first nine months of 2005 and the first nine months
of 2004 sales.
Nine Months Ended September 30,

2004

2005 2004 200573604 (“‘S';:;‘idn‘;‘g
€ % € % € % €
(in thousands of euros)
France......cccoevenvinnncnniecciccneee 267,974 442 254,938 45.7 13,036 5.1 254,938
SPAIN...evirircniec e 39,049 6.4 39,597 7.1 (548) (14 51,431
TEALY e 50,556 8.3 48,098 8.6 2,458 5.1 48,098
Germany .......ccocceveeeenenreccrieeenenens 30,832 5.1 23,812 4.3 7,020 295 23,812
United Kingdom .......ccoceveeieiiennnen. 21,128 35 18,642 33 2486 133 18,642
Major western European
COURLTIES ... 409,539 67.5 385,086 69.1 24453 6.3 396,920
Rest of Europe .............cccuveeenen... 118,097 19.5 101,166 181 16,931 167 101,169
ASIB et e 41,522 6.8 34,059 6.1 7463 219 34,059
North AMerica .........ccoceevvreerereerenanne — — 270 — (270) — 270
Other countries..........cceececvvieerieenreenen, 37,732 6.2 36,780 6.6 952 2.6 36,796
Rest of the world.......................... 79,254 13.1 71,109 12.8 8,146 11.5 71,125
TOTAL ..., 606,890 100.0 557,361 100.0 49,529 89 569,214

* The major western European countries had sales totaling €409.5 million, an increase of 6.3% in the
first nine months of 2005 compared to the first nine months of 2004, Sales in targeted therapeutic areas
were depressed by price decreases in Spain, Italy and the United Kingdom, which mostly affected
Decapeptyl® and Somatuline® Autogel®. In France, the €4.0 million increase in the rebates that Ipsen is
required to make (see ‘‘“— Recent price control and tax measures’’ below) has been reflected as a decrease
in sales for the period. Excluding this impact, volumes increased 8.4% in the first nine months of 2005
compared to the first nine months of 2004. Good performance in sales of primary care products in France,
Dysport® and the launch of Somatuline® Autogel® in Italy and Germany contributed to the increase.

* In the rest of Europe, sales amounted to €118.1 million, a strong increase of 16.7% in the first nine
months of 2005 over the first nine months of 2004 attributable mainly to strong performance in Central
and Eastern Europe and certain countries formerly part of the Soviet Union. Growth in other western
European countries was depressed by a decline in prices in Belgium in the third quarter, chiefly with
respect to Decapeptyl®.

* In the rest of the world, sales totaled €79.3 million in the first nine months of 2005 against €71.1 million
in the first nine months of 2004, an increase of 11.5%, chiefly due to strong sales in Asia where sales
increased 21.9% in the first nine months of 2005 compared to the same period in 2004, which more than
offset lower growth in the Middle East and South America.

Tenstaten® Marketing Agreement

On October 25, 2005, Ipsen announced that it had signed an agreement with the Italian pharmaceutical
company, Recordati, granting to Recordati the exclusive marketing and selling rights in France to
Tenstaten® (cicletanine), a diuretic indicated for the treatment of hypertension developed by Ipsen. The drug
was previously marketed in France by Ipsen with sales of over €12 million in 2004. The amount paid for
these rights was a little more than its annual sales. Ipsen will supply Tenstaten® to Bouchara Recordati (a
Recordati subsidiary in France), which will market it for an initial period of seven years. Ipsen will also
provide to Bouchara Recordati various services during the transition period.
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Recent price control and tax measures

Under the price control mechanisms for pharmaceuticals products in France, an annual maximum growth
rate is imposed on payments made by the public authorities for reimbursable pharmaceutical products. If the
actual growth rate is higher than the maximum, companies are required to rebate the difference to public
health authorities. The maximum growth rate was set at 1% for each of 2005, 2006 and 2007. In 2005,
spending on reimbursable pharmaceutical products may increase by 5% or more. As a result, a rebate will be
imposed on all pharmaceutical companies. Ipsen currently anticipates that its rebate charge could be in the
range of €5 million to €7 million in 2005, which would be recorded as a reduction in sales.

In addition, the French Health Minister announced on September 28, 2005, his intention to implement price
decreases on ‘‘certain drugs that, due to improvements, can be produced at lower cost’” without specifying
precisely the amount, the applicable dates or the therapeutic classes that will be affected.

The French Health Minister announced on September 29, 2005, that the sales tax rate for pharmaceutical
laboratories in France would be increased to 1.96% in 2006 (compared to 0.6% in 2005). This payment is
not tax deductible and will have a negative impact on the Group’s profits starting in 2006, in an amount that
the Group currently estimates may be approximately €5 million annually.

Conclusion of a Collaboration Contract with Inserm

On October 13, 2005, the Group signed a collaboration contract with I’'Institut National de la Santé et de la
Recherche Médicale (‘‘Inserm’ or the ‘‘National Institute of Health and Medical Research’’) for the
implementation of a research and development program to develop antagonistic variants of the human
hormone prolactin for the treatment of breast cancer and prostate cancer, as well as the treatment of
prolactinomas insensitive to analogous dopamines and benign prostatic hyperplasias.

This research program is planned for an initial one-year period that may be extended for an additional two
years. The Group will contribute to the financing of the research expenses by paying a fixed amount to
Inserm. Inserm and the Group will be co-owners of the results of the research program. The Group has, by
virtue of this contract, an exclusive option to a worldwide license for the results of the research as well as for
previous know-how and a patent application belonging to Inserm under previously agreed fee arrangements.

Conclusion of a Collaboration Contract with CEA

The Group is currently in discussions with Commissariat 24 L’Energie Atomique (CEA) for the conclusion of
research proposals relating in particular to the treatment of Parkinson’s disease and Alzheimer’s disease, for
which an application for funding was submitted to the National Research Agency.

Transfer of Assets Relating to Primary Care Product Sales in Spain

The Group has recently signed an agreement for the transfer of the assets relating to the promotion and sale
in Spain of certain of its primary care products historically marketed by the Group in that country. These
products recorded Spanish sales of €15.7 million in 2004, and sales of €8.2 million for the half-year ending
June 30, 2005. The only primary care product for which the Group has retained ownership and distribution
rights in Spain is Tanakan® (marketed under the brand Tanakene®). The transfer does not cover the
industrial facility in Barcelona.

Under the agreement, Tanakene® will be marketed under a separate contract concluded with the buyer for a
period of four years (with a four-year extension if a minimum sales level is reached), giving rise to the
payment of a fixed royalty calculated on the basis of sales achieved in the preceding year with a bonus
system.

In addition, the Group entered into a contract with the purchaser of the assets under which the Group has
agreed to continue manufacturing the transferred products that it manufactured before the transfer. This
manufacturing contract has an 18-month term, provided that it will expire no later than April 13, 2007. This
contract alone will not ensure the full capacity operation of the Barcelona factory. The Group is considering
other possible solutions for this site.
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Following this transfer of assets, the Group’s Spanish subsidiary will refocus on marketing the Group’s
specialized pharmaceutical products (Decapeptyl®, Testim® 50 mg Gel, Somatuline® Autogel®,
NutropinAq® and Dysport®) and on research and development in the Group’s targeted therapeutic areas in
accordance with the Group’s strategy.

If the transferred business had been retroactively recorded as a discontinued operation in the interim
accounts effective as of January 1, 2005, the impact on the principal elements of the income statement for
the first half of 2005 would have been as follows:

Sales: €(8,605) thousand

Income from ordinary business activities: €0
Operating income: €(632) thousand

Net finance costs: €0

Income taxes: €106 thousand

Net profit from continuing operations: €(526) thousand
Discontinued operations: €526 thousand

Net profit: €0

Offer by Allergan to Acquire Inamed

On November 14, 2005, Allergan announced a proposal to acquire Inamed, a company with which the
Group signed in July 2002 a development and distribution agreement concerning the formulation of
botulinum toxin type A, marketed under the brand name Reloxin®, for facial aesthetic medical purposes in
the United States, Canada and Japan. See ‘‘Business — Major agreements and partnerships. The Group is
only aware of information relating the proposal that has been made public by Allergan’’. At the time it
announced its acquisition proposal, Allergan also announced that, if it succeeds with its offer, it will sell
Inamed’s rights with respect to Reloxin®, pursuant to procedures that comply with the relevant contractual
provisions and with the consent of the Group. Inamed remains bound by the terms of the July 2002, and the
sale of Inamed’s rights would require the Group’s consent.

Based on the information currently available to the Group, and taking into account the terms of the July
2002 agreement, the Group has no reason to believe that the development and the registration of Reloxin® in
the United States would not take place as planned. So far, the recruitment of patients for clinical studies is in
process, as are other steps necessary to pursue the registration of this product.

The Group will seek to ensure that in the United States, medical professionals and patients will have access
to Ipsen’s botulinum toxin-based product under appropriate competitive conditions. The Group has not yet
signed a definitive agreement extending Inamed’s distribution rights in the field of facial aesthetic medicine
to Europe and other territories, and is analysing the possible options in light of the offer made by Allergan.

Agreement with Pfizer

In November 2005, the Group and Pfizer signed an agreement pursuant to which Pfizer will transfer
promoting rights for its Artotec® product to the Group in France as of January 1, 2006. Artotec® is a
nonsteroidal anti-inflammatory drug which is a diclofenac- and misoprostol-based product (protective gastric
agent). Its 2004 sales in France were approximately €9 million, and it is indicated for the symptomatic
treatment of rheumatic disorders. The agreement is for an initial period of two years. Under the terms of the
agreement, the Group’s present sales force in France will market the product to general practitioners and
specialists.

In addition, in November 2005, Pfizer and the Group have had discussions concerning the early termination
of the agreement for the promotion of Zoxan® (see ‘‘Business — Other agreements’’). These discussions
relate to the failure to respect the minimum sales target provided for by the agreement, which, according to
Pfizer, is grounds for the potential termination of this agreement. The Group disputes Pfizer’s analysis, in
that it resulted at least in part from the failure of Pfizer to supply adequate volumes of the product. At the
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date of this Offering Circular, the agreement between Pfizer and the Group for the promotion of Zoxan® has
not been terminated and discussions continue between the Group and Pfizer on the possible solutions to the
current situation. The Group does not consider that this situation will have a significant negative impact on
its activities or on its results.

Outlook

As part of the management of its business, the Group has established operational and financial targets for
2005 as well as for future years. These targets take into account the consequences of the recent events
described in ‘‘— Recent developments’’ above, in particular the planned withdrawal from the primary care
business in Spain, the consequences of the administrative measures recently announced by the French
authorities in relation to rebates and the sales tax increase, and the price decrease of the veinotonic class of
drugs of which Ginkor Fort® is a part. The targets do not assume a possible future price reduction in France
following the statements made by the Health Ministry on September 28, 2005, as described in ‘‘Risk
Factors — The prices charged for the Group’s medicines depend on regulatory decisions. Certain of the
Group’s medicines are subject to reduced reimbursement rates in France and may be withdrawn from the list
of reimbursable products’’. The targets do not assume any possible future external growth transactions. The
Group’s management established its targets based on the same accounting methods used to establish its pro
forma financial statements under IFRS.

Based on these assumptions, the Group’s management established an objective of 7% to 7.5% growth in
sales in 2005 compared to 2004, based on a constant scope of consolidation. The Group’s target is also to
increase the operating margin in 2005 by 150 to 200 basis points compared to its 2004 pro forma IFRS
financial figures. On the same basis, the Group’s target is annual sales growth of between 6.5% and 7.5% for
the 2005 to 2007 period and the 2005 to 2008 period, taking into account the fact that Ginkor Fort® will no
longer be reimbursed in France as of January 1, 2008. Based on the same assumptions, and taking into
account the recently announced governmental measures described elsewhere in this Offering Circular, the
Group’s objective for the periods above is to limit the decrease in its operating margin to 100 basis points in
2006 and to increase it progressively thereafter to a level close to the 2005 target starting in 2008.

To meet these targets, the Group’s management believes that an annual investment of €30 million to
€35 million is necessary for the 2005 to 2008 period to maintain and improve the Group’s tangible assets,
such investment consisting of renewal, productivity and safety investments and investments necessary to
meet regulatory requirements. In addition, the Group may be required to invest an additional aggregate
amount of €70 million to €80 million over the 2006 to 2008 period in production capacity or to respond to
manufacturing needs resulting from the development of its research and development portfolio.

The targets summarised above are based on data, assumptions and forecasts that Ipsen considers to
be reasonable. Such data, assumptions and forecasts are subject to change due to uncertainties related
to the general economic, financial, competitive and regulatory environment. In addition, the Group’s
business activities and its ability to meet its targets may be significantly and adversely affected if any
of the risks described in ‘‘Risk Factors’> were to materialize. In addition, the targets are based on the
success of the Group’s strategy presented in ‘‘Business’’. Ipsen cannot assure that it will meet its
targets and it does not undertake to publish any corrections or update this information. See
‘“‘Cautionary Note Regarding Forward-Looking Statements™’.
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BUSINESS

General Presentation

Ipsen is a European pharmaceutical group founded in 1929, which currently markets more than 20 drugs.
The Group’s product portfolio includes pharmaceutical products marketed around the world to specialists
working in its targeted therapeutic areas {(oncology, endocrinology and neuromuscular disorders), which are
its primary areas of development. The Group also markets products in other therapeutic areas in which it has
longstanding expertise (gastroenterology, cardiovascular and cognitive disorders). These include mainly
primary care products sold in France. In both its targeted therapeutic areas and in primary care, the Group
has a diversified portfolio of leading medicines that have demonstrated a good safety profile.

In 2004, the Group recorded pro forma consolidated sales of €770.2 million (including 30.3% outside the
five largest western European countries, Germany, Spain, France, Italy and the United Kingdom), pro forma
consolidated operating profit of €167.0 million and pro forma consolidated net income of €108.7 million, all
as determined in accordance with French GAAP. Its pro forma consolidated net income determined in
accordance with [FRS was €117.9 million in 2004. At June 30, 2005, the Group had 3,855 employees in
more than 30 countries.

The Group’s development strategy is based on a complementary mix of products in the targeted therapeutic
areas, which are growth drivers, and primary care products, which help to finance its research activities. This
strategy is supported by the active development of international partnerships in marketing and research and
development activities.

In 2004, the Group spent 19.1% of its pro forma consolidated sales on research and development activities
which, to a large extent, focus on the discovery and development of innovative medicinal products in its
targeted therapeutic areas with the aim of fulfilling unmet medical needs. The Group believes it is one of the
few pharmaceutical companies among its peers capable of integrating the full spectrum of technologies
required to develop complex and innovative products. These technologies include peptide engineering,
protein engineering, medicinal chemistry and advanced drug delivery systems.

The Group’s Products

Products Offered in Targeted Therapeutic Areas

In 2004, drugs in the three targeted therapeutic areas accounted for 46.4% of the Group’s pro forma

consolidated sales. These three same drugs also accounted for 75.0% of sales growth compared with 2003,

excluding sales of active ingredients and raw materials. The Group offers the following drugs in the targeted

therapeutic areas:

Oncology (26.0% of pro forma 2004 consolidated sales)

* Decapeptyl®, a peptide formulation for injection that is mainly used in the treatment of advanced prostate
cancer.

Endocrinology (9.5% of pro forma 2004 consolidated sales)

* Somatuline® and Somatuline® Autogel®, sustained-release formulations for injection of a somatostatin
analogue peptide, used primarily in the treatment of acromegaly.

* NutropinAg®, a liquid formulation for daily use of recombinant human growth hormone used primarily in
the treatment of growth failures.

* Testim® 50 mg Gel, a testosterone gel used in the treatment of primary and secondary hypogonadism.

Neuromuscular Disorders (10.9% of pro forma 2004 consolidated sales)

* Dysport®, a botulinum neurotoxin type A complex, used notably to treat spasticity of upper limbs
following a stroke, as well as the spasticity of other muscles.
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Primary Care Products

In 2004, primary care drugs generated 47.9% of the Group’s pro formaconsolidated sales (including 71.6%
derived from France). The principal drugs are:

Gastroenterology (17.7% of pro forma 2004 consolidated sales)

* Smecta®, a natural clay-based drug used in the treatment of both chronic and acute diarrhea.

* Forlax®, a drug based on a linear polyethylene glycol polymer used in the treatment of constipation.

Cognitive Disorders (15.2% of pro forma 2004 consolidated sales)

¢ Tanakan®, an oral formulation of EGb 761®, which is extracted from the leaves of the Gingko biloba tree,
used principally in the treatment of age-related cognitive disorders.

Cardiovascular (15.0% of pro forma 2004 consolidated sales)

* Ginkor Fort®, an oral formulation containing three active ingredients including a standardized Gingko
biloba extract, used in the treatment of varicose veins and acute hemorrhoid episodes.

* Nisis® and Nisisco®, oral formulations containing valsartan, used in the treatment of arterial hypertension.

Strong Commitment to Research and Development

Most of the Group’s research and development activities are focused on its targeted therapeutic areas, and
particularly on:

* the discovery and development of new products, especially in oncology and endocrinology, medical fields
in which the Group has five drugs currently in clinical trials;

* life cycle management programs for products already on the market, which include both the development
of new formulations, alone or with other molecules, and the extension of indications or product
registrations in new geographical areas.

The Group’s research and development programs are based on the following four technological platforms:

* Peptide engineering, which focuses on the modification through synthesis of derivatives of naturally
occurring neuropeptide hormones;

* Protein engineering, which aims to improve the therapeutic properties of naturally occurring proteins
through the selective modification of amino acid sequences;

* Medicinal chemistry, which focuses on the discovery of enzyme inhibitors for the treatment of cancer and
neuro-degenerative conditions, and also on the search for non-peptide ligands (molecules that attach in
preference to one or more receptors) for neuro-peptide hormonal receptors;

* Advanced drug delivery, which aims to create and develop innovative formulations for new or existing
products in order to optimize the efficacy of the active ingredients while improving patient quality of life
and facilitating the use of the products by healthcare professionals.

The Group’s Competitive Advantages

The Group believes that it has the following competitive advantages:

* A complementary mix of products in its targeted therapeutic areas and in primary care products.

* Proven financial strength due to its significant recurring cash flows and robust balance sheet.

* An international presence in over 100 countries, with core operations in Western Europe’s five largest
markets (France, Germany, Italy, Spain and the United Kingdom).

* Proven expertise in cutting-edge technologies, such as medicinal chemistry, peptide engineering, protein
engineering and advanced drug delivery systems, which the Group has the ability to employ together at an
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early stage of development. In addition, the Group has a biotechnology development and production
facility in the United States (Boston).

s The geographic proximity of its four technological platforms based in the United States (Boston) and in
Europe (Paris, Barcelona and London) to highly regarded university research centers, enabling the Group
to tap into the wealth of scientific expertise available and to hire highly qualified personnel.

* A recognized ability to enter into and manage important partnerships with the world’s leading
pharmaceutical companies, such as Genentech, Roche, Teijin and Novartis.

* An effective management team with long-standing experience working with the world’s leading
pharmaceutical companies and a cross-divisional organization structure through its multi-disciplinary
teams, which are responsible for devising the Group’s research and development and partnership strategy.

Strategy

For a number of years, the Group has pursued a strategy of profitable growth in targeted therapeutic areas
that offer strong development opportunities. By focusing on selected serious illnesses with largely unmet
medical needs, the Group is able to lower its development costs, improve its risk-reward profile and
concentrate its sales force on accessible markets.

Within this framework, the Group uses its technological and commercial expertise, as well as its financial
strength to pursue the following strategies:

* A growth strategy in its targeted therapeutic areas (oncology, endocrinology and neuromuscular
disorders) in which the Group intends to become a significant force by marketing innovative treatments to
respond to unmet medical needs.

* An optimization strategy for its primary care products (gastroenterology, cardiovascular and cognitive
disorders), including selective investments in product life cycle management programs, partnerships and
research and development.

* A geographical expansion strategy in the most promising markets, with an active program designed to
secure marketing approval for its flagship products in targeted therapeutic areas, especially in the United
States (Somatuline® Autogel® and Dysport®).

* A partnership strategy across all its therapeutic areas. The Group seeks partnerships in order to provide
development funding in areas where it decides not to pursue programs on its own or where it can benefit
from technologies that are complementary to its own platforms, to obtain commercialization rights for
third-party products in order to optimize the return from its marketing and sales force investments, and to
obtain financial benefits from products that it has discovered in its research activities but that are not part
of its core business. Since 2002, the Group has entered into ten major partnership arrangements.

* An opportunistic approach in other therapeutic areas in which the Group has proven research and
development or marketing expertise. For instance, the Group is developing OBI-1, a recombinant
molecule used in the treatment of hemophilia, and is preparing to register and launch Febuxostat, a new
compound used in the treatment of hyperuricemia (gout) in the European Union.

Company History

The Group’s history dates back to 1929, when Doctor Henri Beaufour set up Laboratoires Beaufour in
Dreux for the launch of Romaréne®, a naturally occurring product derived from rosemary used in the
treatment of digestive disorders. In 1954, the Group launched Citrate de Betaine®, a product used in the
symptomatic treatment of dyspepsia. Following the opening in 1969 of the Institut Henri Beaufour, the
Group’s research facility in France, the 1970s represented a period of expansion for the Group’s activities in
products of natural origin, as it launched Ginkor®, Tanakan® and Smecta®, which all remain major products
for the Group and draw on its proprietary expertise.

During the 1970s, the Group decided to focus its activities on peptide engineering products, which
represented a visionary strategic advance. In pursuit of this goal, the Group forged close relationships with
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US universities and set up Biomeasure, which is spearheaded by the Albert Beaufour Research Institute, its
peptide product research facility based close to the Boston universities. Through Biomeasure, relationships
were established and built up with several US universities.

During the 1980s, ties were forged with Debiopharm. These partnerships led to the marketing of
Decapeptyl®, which was launched in 1986 and has driven the Group’s international expansion.

During the mid-1980s, the Ipsen Foundation for Therapeutic Research was created. It aims to foster
exchanges between top-ranking scientists in life sciences. The Foundation’s work has been published for the
scientific community. The Group believes that this foundation has helped and continues to help to strengthen
its relationships with leading university specialists.

In the late 1980s and early 1990s, the Group’s international expansion continued with subsidiaries and
offices being set up outside France and the acquisition of foreign companies. Outside Europe, the Company
set up a commercial outpost in South-East Asia by opening up a regional office in Kuala Lumpur (Malaysia)
in 1987.

To strengthen its presence in the United Kingdom, Northern Europe and the United States and to build a
sales platform for its biological products, the Group acquired the UK-based company Speywood (at the time
called Porton International) in 1994, which is responsible for developing Dysport®. During this period, the
Group also launched in France Somatuline®, its second sustained-release peptide, in March 1995, and
Forlax®, in February 1996.

In 1992, the Group initiated its expansion in China, initially by setting up representative offices and then in
1997 by setting up a subsidiary with a view to establishing an active presence there. In 2000, the Group
opened a manufacturing facility at which it produces Smecta® for the Chinese market. At June 30, 2005, the
Group employed 383 personnel in China.

In 1998, the PAI FBO Fund, Paribas (now BNP Paribas), CDC Participations and the Schwabe family
acquired a significant shareholding in the capital of Mayroy, the holding company that controls the Group.

In December 2001 and January 2002, the Group launched Somatuline® Autogel® in the United Kingdom
and in France. This launch was then extended to various other countries, strengthening the Group’s position
vis-a-vis Novartis, its principal rival in this product segment.

Since 2002, the Group has forged a number of partnerships to enrich its research and development portfolio
and extend its product range. Noteworthy agreements include the following:

* an agreement with Inamed in July 2002, pursuant to which Inamed is to develop and market Dysport® in
the United States, Canada and Japan for facial aesthetic medical purposes;

* an agreement with Genentech in September 2002 for the Group to market worldwide (except in North
America, Mexico and Japan) a growth hormone under the NutropinAq® brand name;

* an agreement with Novartis in March 2003 for the Group to market two anti-hypertension products
(Nisis® and Nisisco®) used in the treatment of cardiovascular conditions;

* an agreement with Spirogen (a UK biotechnology company) in May 2003 for the development of a new
chemical entity in oncology and concerning access to technologies and compounds belonging to Spirogen;

* an agreement with Teijin (a Japanese conglomerate) in July 2003 to develop and market in Japan
molecules belonging to the Group (endocrinology) and to develop and market in Europe a product for the
treatment of hyperuricemia belonging to Teijin (Febuxostat);

* an agreement with Roche in October 2003 for Roche to develop and use a class of anti-diabetic GLP-1
drugs invented and patented by the Group;

* an agreement with Sterix, a UK company acquired by the Group in February 2004, enabling the Group to
expand its research and development portfolio in oncology;

* an agreement with Auxilium in March 2004 for the Group to market worldwide (outside North America
and Japan) a testosterone gel under the Testim® brand name;
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* an agreemént in November 2004 with Genentech concerning the research and development of sustained-
release formulations of recombinant growth hormones using Genentech’s, the Group’s or third-party
technological platforms.

* a preliminary agreement with Inamed in January 2005 concerning the exclusive distribution of certain
formulations of botulinum toxin for facial aesthetic medical purposes worldwide, except in the United
States, Canada and Japan.

In 2004, the Group launched NutropinAq® in 12 European countries and Decapeptyl® in Germany.

During the first half of 2005, the Group launched Testim® 50 mg Gel in Germany and in the United
Kingdom. These product launches are due to be extended to the rest of Europe and subsequently to the rest
of the world.

In March 2005, the Group inaugurated the BioProcess Sciences Research Center at its campus near Boston.
This biotechnology facility complements the research and development center’s activities already present at
the same location. The new site houses a team of biotechnologists specializing in the development processes
specific to genetic engineering, industrial development, analysis and formulation of proteins, production,
quality assurance and quality control.

In June 2005, the Group reorganized its operations by transferring to the Company all the assets and
operational holdings previously held by Mayroy, its majority shareholder. See ‘‘Management’s Discussion
and Analysis of Financial Condition and Results of Operations — Preliminary note regarding pro forma
presentation’’.

Products
General Data

Twenty products are currently marketed by the Group, seven of which each generated sales of over
€30 million per product in 2002, 2003 and 2004.

The following table shows an analysis of pro forma consolidated sales by therapeutic area:

Year Ended December 31,
2004 2003 2002
(in thousands of euros)

Targeted therapeutic areas

ONICOLOZY oottt ettt e st sea e aes e see s resareeeean 200,259 182,181 179,082
EnNdOCIiNOOZY .vveeiveriiiieriiiiic ettt et sttt e ettt 73,194 59,906 46,452
Neuromuscular diSOTAETS ....c.u.vvvvvvvieeieiiriii ittt s s siraee e sesaraeaas 83,677 70,078 61,325
Sub-total, TArgeted Qreas .........covuuvevivevviecveeciieeiveecreeetee et eeere s eeare s 357,130 312,165 286,859
Primary care

GASITOENEEIOLOZY .uveveiiiveerieietee i ecerieeteeste et e et eate e et e sse st eeaaesbenseesesr e ene e 136,250 131,729 128,124
COgNItiVE QISOTALTS ...cuvvivieiiirieeeiiieerrierienressessresrseetesesteseessaessssesessssasssensns 116,703 121,745 125,948
CardiOVASCULAT ......uveiirit ettt st st s et esae e beevbesne s 115,814 99,697 81,932
Sub-t01al, PriMary CATE ..........coccvuvveeciviiieeeiecnisiisies e ectnscseesesssestseesnenns 368,767 353,171 336,004
OUhEr ATEAS .......c.ooveeeeiciiei e e e et et sb et b s eneeens 14,744 15,375 18,489
Active ingredients and raw materialS ...............c..cccooieireeiiiecn, 29,542 56,514 56,464
Pro forma consolidated sales.................ccccoorivininiininiceece e 770,183 737,225 697,816

The Group’s principal product, Decapeptyl®, generated 25.8% of pro forma consolidated sales in 2004. The
Group’s three best-selling products (Decapeptyl®, Tanakan® and Dysport®) contributed 51.7% of pro forma
consolidated sales during the same year.
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The following table shows the main therapeutic uses of the Group’s nine top-selling products (Decapeptyl®,
Somatuline®, Dysport®, Smecta®, Forlax®, Tanakan®, Ginkor Fort®, Nisis® and Nisisco®), which together

accounted for 87.2% of pro forma 2004 sales.

Name of Product Therapeutic Area'V

Targeted therapeutic areas

Decapeptyl® ..o Oncology

Somatuline® .........cccoivirniieiiiinein Endocrinology

Dysport®.....ccooveieeninieneieeie e Neuromuscular
disorders

Primary care

SIMECtA® ..o e Gastroenterology

Forlax® ..o Gastroenterology

Tanakan®........cccoveovveiicciincninner e, Cognitive disorders

Ginkor Fort® ..o, Cardiovascular
Cardiovascular

Nisis® and NiSISCO®P....oceevvrirererroeennirene

(1) Products are classified into therapeutic areas based on their primary indications.

(2) Therapeutic indications of products vary from country to country.

Principal Therapeutic Indications®

Advanced metastatic prostate cancer;
uterine fibroids; endometriosis; early-
onset puberty; female sterility (in vitro
fertilization)

Acromegaly; neuroendocrine tumors.
Motor disorders and muscular spasticity
(cervical dystonia; cerebral palsy;

involuntary eyelid spasms and
hemifascial spasms)

Chronic and acute diarrhea;
symptomatic treatment of pain linked to
oesophagealgastroduodenal conditions
and colic.

Constipation.

Age-related cognitive impairment;
physiological deficiencies caused by
disease; vertigo; retinal problems; acute
or chronic hearing impairment; tinnitus.
Varicose veins; acute hemorrhoid
episodes.

Hypertension.

The following table shows a breakdown for the years ended December 31, 2003 and 2004 and for the first
six months of 2005 of pro forma consolidated sales by therapeutic area, separately indicating sales generated
by the Group’s nine top-selling products (Decapeptyl®, Somatuline®, Dysport®, Smecta®, Forlax®,
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Tanakan®, Ginkor Fort®, Nisis® and Nisisco®), which together accounted for 87.2% of pro forma 2004

sales.

December 2003 December 2004 June 2005
Product Name®” % % %
(in thousands of euros)

DéEcapeptyl®...c.occiieiereere e 181,185 24.6% 198892 258% 106,136 25.7%
Other oncology products.........cceceeveveeverrceeriennie. 995 0.1% 1,367 0.2% 551 0.1%
ORCOLOZY .ottt 182,180 24.7% 200,259 26.0% 106,687 25.9%
Somatuline®....c.ccooovviiieiie 59,638 8.1% 72,146 94% 40,786 9.9%
Other endocrinology products ........ccocevevevennnee. 268 0.0% 1,048 0.1% 2,125 0.5%
Endocrinology .....c.ceoeeeueeceeieiricciee e 59,906 8.1% 73,194 9.5% 42911 104%
DYSPOTL® ..ot 68,979 9.4% 82,544 10.7% 45,395 11.0%
Other neuro-muscular disorder products........... 1,099 0.1% 1,133 0.2% 633 0.2%
Neuro-muscular products .............cccoovveeveernnennn 70,078 9.5% 83,677 10.9% 46,028 11.2%
Targeted therapeutic areas................c.oco..e. 312,164 423% 357,130 46.4% 195,626 47.4%
SIMECLA® ..o 65,529 8.9% 65,383 8.5% 32,334 7.8%
FOTIAX® oottt eeare e 37,518 51% 39,472 51% 21,874 5.3%
Other gastro-enterology products.........cc..ece..e. 28,682 39% 31,395 41% 16,170 3.9%
GaStrOenterolOgy .......ccouivveeiueiivneercresiveesrsvensnns 131,729  179% 136,250 17.7% 70,378 17.1%
Tanakan® .......ccccovvvivvieciiieiie e 121,745  16.5% 116,703 15.2% 60,942  14.8%
Cognitive disorders.........cccooevveveiieevineccirerannnnn. 121,745 16.5% 116,703 15.2% 60,942 14.8%
GInkor Fort®.......ccoooviiiieeeeeee e 60,595 8.2% 59,139 7.7% 31,271 7.6%
Nisis® and NisiSCO® .oviviivvriiiiiniioiirereecsiree e 18,509 2.5% 37,232 4.8% 20,928 5.1%
Other cardiovascular products............cocorvrennee. 20,593 2.8% 19,443 2.5% 8,836 2.1%
Cardiovascrlar.........ccoccceviiveecieeieeiiieeirienieene 99607 13.5% 115,814 15.0% 61,035 14.8%
Primary care..........ccccecovveiiiininionicseesveenenns 353,171 479% 368,767 479% 192,355 46.6%
Other products, other areas........cc.c.coeceevvcrnennens 15,376 2.1% 14,744 1.9% 8,364 2.0%
Other areas .............ccccceevveieviveeireereeceeereeae, 15,376 2.1% 14,744 1.9% 8,364 2.0%
Total Pharmaceutical areas..................c......... 680,711 92.3% 740,641 96.2% 396,344 96.0%
Pharmaceutical-related..............ccocccovverrnnnne. 56,514 7.7% 29,542 3.8% 16,360 4.0%
Pro forma consolidated sales......................... 737,225 100.0% 770,183 100.0% 412,704 100.0%

(1) Products are classified into therapeutic areas according to their main indications.

Targeted Therapeutic Areas

The products currently marketed by the Group in each of its targeted therapeutic areas are described below:

Oncology

Decapeptyl®

Decapeptyl® is a peptide formulation for injection that was initially developed and continues to be used
predominantly in the treatment of advanced metastatic prostate cancer. Additional indications developed
subsequently include the treatment of uterine fibroids (a benign tumor of muscle tissues in the uterus),
endometriosis (proliferation of endometrial tissue, the mucous membrane that lines the uterine wall outside
the reproductive tract) prior to surgery or when surgery is not deemed appropriate, as well as early-onset
puberty and female infertility (in vitro fertilization). Decapeptyl® is available in monthly or quarterly
sustained-release formulations, as well as a daily formulation.
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Active Ingredient

The active ingredient in Decapeptyl® is triptorelin, a decapeptide analogue of GnRH (Gonadotrophin
Releasing Hormone), a hormone secreted by the hypothalamus, which initially stimulates the release of
pituitary gonadotrophins (hormones produced by the pituitary gland), which in turn control hormonal
secretions by the testes and ovaries.

Indications

Prostate Cancer. Decapeptyl® is mainly indicated in the treatment of advanced metastatic prostate cancer.
In this indication, Decapeptyl® temporarily increases the concentration of testosterone and dihydro
testosterone, but continuous administration paradoxically leads to a reduction in plasmatic testosterone
concentration. After two to three weeks’ treatment, testosterone is reduced to levels below the castration
threshold, thereby depriving prostate tumors of one of the main hormones promoting tumor development.

Uterine Fibroids. Decapeptyl® is used to reduce the risk of blood loss following ablative surgery to
remove uterine fibroids and to relieve symptoms such as abdominal pain, dysmenorrhea (painful
menstruation) and menorrhagia (excessive menstrual bleeding) associated with uterine fibroids through the
reduction in their hormonal stimulation.

Endometriosis. Decapeptyl® is used as a treatment aiming to suppress estrogen secretion, depriving the
ectopic endometrial tissue of the critical stimulus it needs to grow.

Marketing

Decapeptyl® was initially launched in France during 1986. At June 30, 2005, Decapeptyl® had marketing
authorizations in 65 countries, including 24 in Europe. Decapeptyl® was launched in the United Kingdom in
late 2003 (quarterly formulation) and in Germany during 2004 (under the Pamorelin® brand). In 2004,
68.9% of Decapeptyl® sales derived from the Major Western European countries, 23.4% from other
European countries and 7.7% from the rest of the world. Rival products vary according to their therapeutic
uses, but chiefly comprise Enantone® (Takeda/Wyeth/Abbott), Zoladex® (Astra Zeneca), Eligard®
(Yamanouchi) and, for in vitro fertilization, Cetrotide® (Serono).

In 2004, the market share of Decapeptyl® sustained-release formulations, as a percentage of sales of
sustained-release formulations in the H1C1 and L2A3 classes in the principal countries where they are
marketed, is set out in the following table:

— Italy: 38%
— Spain: 37%
— France: 35%

Source: IMS MIDAS/Ex-manufactures

Decapeptyl® is prescribed principally by the following specialists: urologists, andrologists, oncologists,
radiotherapists, pediatric endocrinologists, gynecologists, obstetricians and in vitro fertilization specialists.

Intellectual Property

Debiopharm, which holds the patent to pamoate formulations of Decapeptyl®, has granted the Group an
exclusive license to Decapeptyl® within the European Union (outside Sweden) and in certain other
countries. Debiopharm has also granted the Group a co-exclusive license to manufacture Decapeptyl® within
the European Union (outside Sweden) and in certain other countries (with Debiopharm nonetheless retaining
the right to manufacture and supply Decapeptyl® for its own purposes and those of its other licensees in
territories not licensed to the Group). The pamoate formulations of Decapeptyl® (which contributed 65.5%
of Decapeptyl®’s total sales in 2004) are protected by patents until 2010 and are composed monthly and
quarterly administration formulations. The acetate formulations of Decapeptyl® (which contributed 34.5% of
Decapeptyl®’s total sales in 2004) have not had any patent protection since 2001, with the exception of
France, where an additional certificate of protection expired in August 2005 and in Italy where an additional
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certificate of protection is valid until November 2007. These formulations include daily and monthly
administration formulations.

Research and Development
To manage the life cycle of Decapeptyl®, the Group is pursuing the following developments:

* Under the aegis of the International Breast Cancer Study Group, the Group is participating in a study of
the treatment of pre-menopausal breast cancer comparing the standard treatment regimen with a hormone
therapy combining Decapeptyl® with estrogen-suppressing agents, such as Aromasin®, which is marketed
by Pfizer. Hormone therapy for cancer offers a better tolerated option to traditional chemotherapy and is
particularly suitable for long-term treatment.

* Development of sustained-release formulations over a period of at least four months.

Endocrinology
Somatuline®

Somatuline® and Somatuline® Autogel® are sustained-release formulations for injection containing
Lanreotide, a somatostatin analogue (a hormone that inhibits the release of growth hormone). Somatuline®
was initially developed and continues to be used mainly in the treatment of acromegaly, a disorder caused by
the over-production of growth hormone or prolactin due to a benign tumor of the anterior pituitary gland.
This product subsequently underwent further development in the treatment of symptoms associated with
neuroendocrine tumors (particularly of a carcinoid type).

The Group believes that the Somatuline® Autogel® formulation, to which it holds the patent, represents a
major technological advance. As far as the Group is aware, this represents the first semi-solid formulation
for injection without any excipient, since the active ingredient itself controls the sustained-release.
Somatuline® Autogel® releases the active ingredient with no excipient other than water over a period of at
least 28 days, thus requiring one single injection per month compared with the two or three injections
previously necessary. This product is presented in a pre-filled syringe for easier administration.

Active Ingredient

The active ingredient in Somatuline® and Somatuline® Autogel® is Lanreotide, which inhibits the growth
and secretion of several endocrine, exocrine and paracrine functions. It is particularly effective in inhibiting
the secretion of growth and digestive hormones.

Indications

Acromegaly. Somatuline® is used primarily in the treatment of acromegaly when circulating levels of
growth hormone remain high despite surgery or radiotherapy. Somatuline® inhibits growth hormone release
and thus controls the therapeutic and relieves the symptoms associated with elevated levels of this hormone.

Neuroendocrine Tumors. Somatuline® also treats the symptoms associated with neuroendocrine tumors,
particularly of a carcinoid type, by inhibiting the over-production of hormones secreted by these tumors.

Marketing

Somatuline® was initially launched in France in 1995. At June 30, 2005, Somatuline® and
Somatuline®Autogel® had marketing authorizations in 53 countries (including 24 in Europe) for the
treatment of acromegaly and neuroendocrine tumors and in four countries (including two in Europe) for the
treatment of acromegaly alone.

In 2004, 71.9% of the sales generated by Somatuline® and Somatuline® Autogel® derived from the Major
Western European countries, 23.8% from other European countries and 4.3% from the rest of the world.
Somatuline® Autogel® accounts for 68.6% of total sales of this product. Novartis’ Sandostatine® is the
drug’s main rival.
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In 2004, the market share of Somatuline®, as a percentage of sales of the specific molecules lanreotides,
octreotide and pegvisomant in sustained-release formulations (in the H1C2 class) in the principal countries
where it is marketed, is set out in the following table:

— France: 54%
— United Kingdom: 38%
— Spain: 36%
— Ttaly: 19%

Source: IMS MIDAS/Ex-manufactures

Somatuline® and Somatuline® Autogel® are prescribed mainly by endocrinologists, gastroenterologists,
oncologists, surgeons and intensive care specialists.

Intellectual Property

The Group holds an exclusive worldwide license granted by Tulane University (United States) to
manufacture, use and market the active ingredient in Somatuline® (Lanreotide) and is the direct holder of the
patent covering the Somatuline® Autogel® formulation. The Group holds patents to the Somatuline®
Autogel® formulation, which are set to expire in 2015 in Europe and in the United States. The patent
protecting the active ingredient is set to expire in 2006 in the United States and in December 2005 in
Europe, except for Belgium, France, Italy, Luxembourg and the United Kingdom in which additional
certificates of protection remain valid until 2009.

Research and Development

An application for marketing authorization in the United States has been submitted for Somatuline® in the
treatment of acromegaly. In response, the Food and Drug Administration (FDA) issued an approvable letter,
subject to the completion of additional studies, including an analysis of its potential to cause cancer.

The Group is currently finalizing its work as part of the preparation of submissions for Somatuline®
Autogel®, in respect of which an application for marketing authorization is likely to be made in the United
States during 2006 for the treatment of acromegaly. Additional Phase III and IV clinical trials for
Somatuline® Autogel® are planned for the treatment of neuroendocrine tumors in the United States and in
Europe.

The Group is also pursuing the development of sustained-release formulations for treatment durations of
approximately three months.

In Japan, the Group’s partner, Teijin, is on the verge of completing Phase I clinical trials of Somatuline®
Autogel® in the symptomatic treatment of acromegaly.

NutropinAq®
Active Ingredient

NutropinAq® is a liquid formulation of recombinant human growth hormone to be used with the
NutropinAq® Pen. The growth hormone is involved in several physiological processes including growth in
stature and bone development.

Indications

NutropinAq® is prescribed for (i) the long-term treatment of children with growth failure due to inadequate
endogenous growth hormone secretion; (ii) the long-term treatment of growth failure associated with
Turner’s syndrome; iii) the treatment of prepubertal children with growth failure associated with chronic
renal insufficiency before a kidney transplantation; and (iv) the treatment of adults with growth hormone
deficiency, which is either childhood or adult-onset.
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Marketing

In September 2002, Genentech, a US company specialized in biotechnology, granted the Group exclusive
marketing rights for NutropinAq® worldwide outside North America, Mexico and Japan. Genentech has
pioneered the development of growth hormones and is currently one of the leading players in the United
States market. In 2004, it posted product sales of $3,749 million, of which $354 million related to growth
hormones, in each case according to Genentech’s 2004 annual report.

NutropinAq® is a ready-to-use product, which puts it at a significant advantage in a competitive market in
which only Novo Nordisk’s Norditropin® has the same strength.

In 2004, revenues related to sales of NutropinAq® were less than €1 million.

At June 30, 2005, the Group had marketing authorizations for 29 countries, including 27 in Europe. The
product was launched in 14 countries across Europe during 2004 and 2005, and there are plans to introduce
it in five more countries during 20G06.

Growth hormones are prescribed by pediatric and adult endocrinologists.

Intellectual Property

The pharmaceutical composition of NutropinAq® is protected by a European patent belonging to Genentech
and expiring on July 29, 2013. A European patent held by Pharmacia may also cover this pharmaceutical
compound. However, the Opposition Division of the European Patent Office granted Genentech’s request to
limit pharmaceutical patent so that it no longer covers NutropinAq®. This ruling was appealed by Pharmacia
on June 6, 2005. If the Technical Board of Appeal of the European Patent Office grants Pharmacia’s appeal,
Pharmacia could claim that NutropinAq® infringes its patent and the Group may have to pay a compensatory
royalty to Pharmacia, if such a claim were successful.

Research and Development

Within the framework of its agreement with Genentech signed in September 2002, the Group received from
Genentech a copy of the registration file compiled by Genentech and filed with the Food and Drug
Administration (FDA) in January 2004 with a view to extending its accepted indications to the treatment of
idiopathic short stature. The Group is currently evaluating the file and is considering filing its own
application for an extension to this indication with the European Medicines Agency (EMEA) in 2006.

The Group is also pursuing, in collaboration with the University of Gothenburg (Sweden), a Phase 1I study
with NutropinAq® for the prevention of growth failure through long-term treatment with high-dose
glucocorticoids in children.

The Group is also pursuing research and development projects, within the framework of the agreement
signed with Genentech in November 2004, aiming to develop a sustained-release formulation for
recombinant growth hormone.

Testim® 50 mg Gel

Testim® 50 mg Gel is a testosterone gel prescribed as a hormone replacement therapy for patients with
primary or secondary hypogonadism. It is commonly recognized that around 20% of men over 60 years old
have insufficient testosterone levels. Testim® 50 mg Gel can be used to treat these insufficiencies.

Active Ingredient

Testim® 50 mg Gel is a clear to translucent hydroalcoholic gel containing 1% testosterone, i.e. 50 mg per
5.0 g tube.

Indications

Testim® 50 mg Gel is indicated as a hormone replacement therapy to restore serum testosterone levels in

adult males and improve health problems related to reduced testosterone levels, such as loss of muscular
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mass, decrease in sexual desire, sexual libido and frequency of erectile function resulting from primary or
secondary hypogonadism.

Marketing -

Testosterone gels have revolutionized the treatment of testosterone deficiency since they were introduced in
the United States in 2000 and in Europe in 2003, gradually replacing the other formulations (oral, injection
or patch forms) and thus significantly contributing to market expansion.

In March 2004, the Group acquired exclusive marketing rights to Testim® 50mg Gel worldwide, excluding
North America, Mexico and Japan, from the US company Auxilium. Auxilium itself obtained the rights to
the product from the US company Bentley Pharmaceuticals.

In 2004, revenues related to the sales of Testim® 50 mg Gel were less than €1 million.

Testim® 50 mg Gel obtained marketing authorization from the Food and Drug Administration (FDA) in the
United States in March 2003, and marketing authorization for the United Kingdom in June 2003. Testim®
50 mg Gel was launched in the United States market by Auxilium, and is available to urologists,
andrologists and endocrinologists. At June 30, 2005, Testim® 50 mg Gel was approved in 15 European
countries under the mutual recognition procedure. Testim® 50 mg Gel was launched in Germany during
January 2005, in the United Kingdom during April 2005 and in the Netherlands during July 2005.

Treatment of low testosterone levels is the responsibility of endocrinologists, urologists and andrologists.

Intellectual Property

Testim® 50 mg Gel is protected by two sets of patents licensed to the Group by Auxilium, which itself is a
licensee of Bentley Pharmaceuticals. One patent covers the European Union and several other countries in
which the product will be marketed. The patents encompass the transcutaneous administration agent CPE
215 that is part of Testim® 50 mg Gel’s composition. This pateat expires in 2006, following which rival
products combining testosterone and CPE 215 may be marketed by other companies. This said, the Group
also holds the license to use a patent application filed by Bentley Pharmaceuticals in 2003, which is intended
to protect Testim® 50 mg Gel. If this application is successful, the product will be protected until 2023.

Neuromuscular Disorders

Dysport®

Dysport®, which acts as a curariform (immobilizes muscles), was initially developed for the treatment of
motor disorders and various forms of muscular spasticity, including cervical dystonia (a chronic condition in
which the neck is twisted or deviated), spasticity of the lower limbs in children with cerebral palsy,
blepharospasm (involuntary eye closure) and hemifascial spasm. It was later developed for the treatment of a
wide variety of neuromuscular disorders.

Active Ingredient

The active ingredient in Dysport® is a botulinum neurotoxin type A complex, which acts at the level of the
neuromuscular junction by inducing localized reversible immobility (lasting three to six months) in the
targeted muscle. o

Indications

Cervical Dystonia. Dysport® treats all forms of cervical dystonia.

Cerebral Palsy in Children. Dysport® treats spasticity of the leg muscles in children with cerebral palsy.
Cerebral palsy is a motor disorder resulting from damage to the brain that generally occurs at birth.

Blepharospasm/Hemifascial Spasm. Dysport® is indicated in the treatment of blepharospasms, which is the
involuntary closing of the eyes caused by a spasm of the muscles surrounding the eyes. A hemifascial spasm
is similar to a blepharospasm, but affects only one side of the face.
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Marketing

Dysport® was originally launched in the United Kingdom in 1991. At June 30, 2005, Dysport® had
marketing authorizations in 69 countries (including 27 in Europe). In 2004, 51.1% of Dysport®’s sales
derived from the Major Western European countries, 21.7% from other European countries and 27.2% from
the rest of the world. The drug’s main rival is Allergan’s Botox®. The Group also faces competition in this
segment from Elan’s NeuroBloc®/Myobloc® and will also have to contend with new introductions by Merz
and other companies.

In 2004, the market share of Dysport®, as a percentage of sales of the specific molecules clostridium
botulinum toxin types A and B (in the M3AQ class) in the principal countries where it is marketed, is set out
in the following table:

— United Kingdom: 2%
— France: 55%
— Germany: 48%
— Ttaly: 45%
— Spain: 29%

Source: IMS MIDAS/Ex-manufactures

Dysport® is prescribed chiefly by neurologists, neuro-pediatricians, ENT specialists, ophthalmologists,
dermatologists, plastic surgeons, gastroenterologists, urologists, and sports medicine and physical therapy
specialists.

In July 2002, the Group entered into a development and distribution agreement with Inamed under which the
Group granted Inamed an exclusive right to develop, sell and market certain formulations of botulinum toxin
for use in the treatment of facial aesthetic medicine in the United States, Canada and Japan. Furthermore, in
January 2005, it entered into a preliminary agreement concerning the distribution by Inamed of certain
botulinum toxin formulations in aesthetic medicine indications in Germany, Spain, France, Italy and the
United Kingdom, as well as in other countries at Inamed’s option other than the United States, Canada and
Japan. See ‘‘Business — Major agreements and partnerships’’ and ‘‘Management’s Discussion and Analysis
of the Results of Operations and Financial Condition — Recent Developments — Offer by Allergan to
Acquire Inamed.”’

Intellectual Property

Botulinum toxin, which is the active ingredient in Dysport®, does not have any patent protection. The Group
holds an exclusive worldwide license granted by the UK Health Protection Agency (HPA), formerly known
as the Center for Applied Microbiology and Research, enabling it to use and to sell the botulinum neurotoxin
type A complex, which is the active ingredient in Dysport®. The Group holds the right to manufacture this
toxin using the HPA’s expertise. The Group currently manufactures the toxin itself. The Group has also filed
11 patent applications concerning new therapeutic applications of botulinum toxin, as well as filing three
other requests, eight of which have not been published to date.

Research and Development

During August 2005, the Group initiated Phase III clinical trials with Dysport® in the United States in the
treatment of cervical dystonia.

Dysport® is currently undergoing Phase II clinical trials in the treatment of myofascial pain.

Dysport® is currently undergoing Phase III clinical trials in the United States for aesthetic medicine
indications (frown lines) led by Inamed under the development and distribution agreement entered into by
the Group with the company. Provided the outcome of these trials is positive, Inamed plans to file regulatory
submissions with the FDA during 2007 under a brand name other than Dysport®.

In Europe, the Group has conducted Phase III clinical trials of Dysport® and is currently overseeing the
registration procedures for aesthetic medicine indications (more specifically, frown lines) in France and
Germany. Registration of Dysport® under the mutual recognition procedure is planned for 2006. Subject to
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the finalization of a distribution agreement with Inamed, with which the Group entered into a preliminary
agreement in January 2005, Inamed may market this product in Europe once it has been registered under a
brand name other than Dysport®.

Primary Care Products

The principal products currently marketed by the Group in primary care are described below.

Gastroenterology
Smecta®

Smecta® is an oral formulation devised by the Group. It is used in the treatment of both chronic and acute
diarrhea in adults and children and in the symptomatic treatment of pain associated with esophageal, gastric,
duodenal or colonic disorders.

Active Ingredient

Smecta®’s active ingredient is diosmectite, a natural clay processed for therapeutic use.

Marketing

The Group launched Smecta® in France in 1977. At June 30, 2005, it held marketing authorizations for
Smecta® in 71 other countries. In 2004, 35.6% and 30.4% of Smecta®’s sales derived respectively from
France and China, the main markets for the product. Rival drugs are: Imodium® and Arestal® (Janssen
Cilag), Ercefuryl® (Sanofi-Aventis), Ultralevure® (Biocodex) and Tiorfan® (Bioproject Pharma).

Smecta® is prescribed primarily by general practitioners, gastroenterologists and pediatricians.
p p ybyg p g g p

Intellectual Property

Smecta® was protected by a patent, which expired in 1995.

Forlax®

Forlax® is an oral laxative created by the Group. It is used in the treatment of constipation.

Active Ingredient

Forlax®’s active ingredient is Macrogol 4000, a linear polyethylene glycol polymer.

Marketing

The Group launched Forlax® in France in 1996 and has since obtained marketing authorizations in 71 other
countries. In 2004, 87.2% of Forlax®’s sales derived from the Major Western European countries. The main
rival drugs are Duphalac® (Solvay Pharma), and Movicol® (Norgine Pharma).

Forlax® is prescribed primarily by general practitioners, gastroenterologists, gynecologists, gerontologists
and pediatricians.

Intellectual Property

Forlax® has never been protected by a patent.

Cognitive Disorders
Tanakan®

Tanakan® is an oral formulation of EGb 7619, extracted from the leaves of the Gingko biloba tree (diocecious
tree in the Ginkgoaceae family) using a standardized process that ensures a consistent composition of the
various pharmacologically active ingredients. It was initially developed in the treatment of various vascular
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and neurological disorders, mainly the treatment of age-related cognitive impairment, pathophysiological
deficiencies, vertigo, tinnitus, acute or chronic hearing difficulties and retinal disorders (visual impairment).

Active Ingredient

The active ingredient in Tanakan®, EGb 761%, is extracted from Ginkgo biloba leaves cultivated under
controlled conditions in specially designed plantations. It contains natural substances with antioxidant,
neuroprotective and vasoactive properties (i.e. it increases the diameter of capillary vessels and hence
improves microcirculation).

Indications

Age-related Cognitive Disorders. Tanakan® is indicated in the treatment of the pathological decline in age-
related cognitive functions, such as impaired intellectual capacities, together with memory and attention
disorders.

Pathophysiological Deficiency. Tanakan® is also indicated in the treatment of a number of cognitive
disorders of degenerative origin (such as Alzheimer’s disease), mainly of a vascular or consolidated type.

Cochleovestibular Disorders. Tanakan® is indicated in the treatment of symptoms of vertigo (such as
equilibrium and instability disorders) and tinnitus (such as buzzing or whistling in the ears), and acute or
chronic hearing impairment.

Retinal Deficit. Tanakan® is also used in the treatment of visual impairment and vision disorders of
vascular origin.

Marketing

Tanakan® was initially launched in France in 1975. At June 30, 2005, Tanakan® had been approved for use
in 63 other countries, mainly in Europe and Asia. Since 2004, it has been indicated and reimbursed in
Belgium in the symptomatic treatment of mild to moderate forms of Alzheimer-type dementia associated
with memory disorders and cognitive disorders. In 2004, 78.9% of Tanakan®’s sales derived from the Major
Western European countries (including 74.2% in France). The main rival drugs in this area are: Fonzylane®
(Lafon/Céphalon), Praxilene® (Lipha Santé), Sermion® (Sanofi-Aventis), Torental® (Sanofi-Aventis) and
Nootropyl® (UCB Pharma).

Tanakan® is prescribed primarily by general practitioners, neurologists, psychiatrists, ENT-specialists and
ophthalmologists.

The Group faces uncertainties concerning the pricing of Tanakan® and its reimbursement in France. A
notice published on February 25, 2004, by the French Transparency Committee stated that the medical
benefits provided by Tanakan® are insufficient in two indications, namely the symptomatic treatment of
intermittent claudication due to obliterating arteriopathy of the lower limbs and the symptomatic treatment
of the pathological decline in age-related cognitive and sensorial functions, with the exception of
Alzheimer’s disease and other types of dementia. To justify the reimbursement of this product, the Group is
endeavoring to validate the clinical benefits of Tanakan® in the treatment of age-related cognitive
impairment and behavioral disorders. See ‘‘— Research and development — Other research and
development programs — Cognitive disorders — Tanakan®’.

Intellectual Property

EGb 761 is protected by two patents, one granted to Dr. Willmar Schwabe (‘‘Schwabe’’), with which the
Group has a longstanding relationship, and the other granted to the Italian company Indena. The Group
holds licenses to these patents entitling it to manufacture, use and sell products containing Ginkgo biloba
extracts, including EGb 761®.

Research and Development

The Group is currently investigating EGb 761®, the Ginkgo biloba extract in Tanakan®, in the treatment of
neurodegenerative disorders, such as Alzheimer’s disease. Over 8,000 patients are taking part in these
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research programs, and seven clinical trials are currently in progress, some being conducted in the United
States by the National Institutes of Health. See ‘‘— Research and Development’’.

Cardiovascular
Ginkor Fort®
Active Ingredient

Ginkor Fort® is an oral formulation containing three active ingredients, namely troxerutin A (a vasoactive
rutin analogue, a flavonoid of plant origin), heptaminol chlorhydrate and a standardized Ginkgo biloba
extract. It is used in the treatment of vascular conditions, of varicose veins and acute hemorrhoid episodes.

Marketing

This product was initially launched as Ginkor® in France in 1972 and subsequently changed its name to
Ginkor Fort® in France during 1989. The Group sells Ginkor Fort® chiefly in France from where it derived
93.4% of the product’s sales during 2004. At June 30, 2005, Ginkor Fort® also had marketing authorizations
in 52 other countries. The drug’s principal rivals in this area are: Daflon®(Servier), Endotelon® (Sanofi-
Aventis) and Veinamitol® (Negma-Lerads).

Ginkor Fort® is prescribed primarily by general practitioners and the following specialists:
gastroenterologists, gynecologists, phlebologists (vein specialists) and dermatologists.

The Group faces uncertainties concerning the pricing of Ginkor Fort® and its reimbursement in France. The
French Supreme Health Authority, which was created by the French law of August 13, 2004, is responsible
for re-evaluating the entire scope of the pharmaceutical products marketed in France and for issuing an
opinion on whether to continue reimbursement of drugs. On September 15, 2005, the French Supreme
Health Authority issued a notice recommending the removal of 221 specialty drugs from the list of
reimbursable drugs, including all members of the veinotonic class of drugs including Ginkor Fort®. On the
basis of this recommendation, the French government announced on September 28, 2005 its intention to
decrease the reimbursement rate of veinotonic drugs, to which Ginkor Fort® belongs, to 15% starting on
January 1, 2006, and to completely withdraw them from the list of reimbursable medications starting on
January 1, 2008. In addition, on October 12, 2005, the French Health Minister announced a 20% price
decrease in the veinotonic class of drugs, to which Ginkor Fort® belongs.

Intellectual Property

As described in the Tanakan® section above, EGb 761® is covered by two patents granted to Schwabe and
Indena. The Group holds licenses to use these patents, entitling it to manufacture, use and sell products
containing Ginkgo biloba extracts, including EGb 761°.

Nisis® and Nisisco®

In 2003, the Group added Nisis® and Nisisco®, two antihypertensive products, to its portfolio by signing an
agreement with Novartis, to market the products in France, Andorra and Monaco. See ‘‘Business — Major
agreements and partnerships’’.

Active Ingredient

Nisis® is an oral formulation containing valsartan, while Nisisco® contains valsartan and
hydrochlorothiazide. The products are used in the treatment of arterial hypertension. The active ingredient in
Nisis® and Nisisco® is valsartan, a synthetic angiotensin 1l antagonist compound.

Marketing

Nisis® and Nisisco® were initially launched in France by Aventis (a predecessor of Sanofi-Aventis).
Following the contracts entered into with Novartis and Aventis in March 2003, the Group holds marketing
authorizations and has marketed Nisis® and Nisisco® in France since May 2003. In 2004, these two products
generated sales of €37.2 million. The main drugs competing with Nisis® and Nisisco® in this area are
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class C9C and C9D specialties: Aprovel® and Coaprovel® (BMS-Sanofi), Cozaar®, Hyzaar® and Fortzaar®
(Merck), Tareg® and Cotareg® (Novartis), Atacand® and Hytacand® (Astra-Zeneca) and Kenzen® and
Cokenzen® (Takeda).

Nisis® and Nisisco® are prescribed by cardiologists and general practitioners.

Intellectual Property

Novartis holds a European patent to the compound carrying the DCI valsartan (synthetic angiotensin II
antagonist). This patent is complemented in France by an additional certificate protecting valsartan until
May 12, 2011. Two European patent applications covering sustained-release formulations of valsartan and
valsartan/hydrochlorothiazide are currently being assessed. The first one was granted on September 22, 2004
and will expire on June 18, 2017.

Products in Other Therapeutic Areas

The Group sells a number of other products. During 2004, sales generated by the Group’s other products
amounted to €14.7 million or 1.9% of its consolidated sales.

Research and Development

The Group’s research and development activities are focused on the discovery and development of new
molecules as well as on programs relating to life cycle management for products already marketed by the
Group (development of new formulations or extensions to other indications and product registrations in new
geographical areas). The Group’s significant research and development effort is complemented by an active
partnership policy.

The Group’s research and development programs are based on four technological platforms: peptide
engineering, protein engineering, medicinal chemistry and advanced drug delivery systems. This array of
technologies is necessary to meet the Group’s objectives:

* fulfilling unmet medical needs,

* optimizing the efficacy of active ingredients,

* providing patients with better quality of life and

» facilitating administration of these products by healthcare personnel.

Integration of these platforms drives the discovery of complex and innovative products for the treatment of
severely debilitating or life-threatening diseases in the Group’s targeted therapeutic areas.

One of the best examples of this approach is the proprietary, patented formulation of Somatuline® Autogel®,
a product that illustrates the Group’s ability to combine the results of its research in peptides with advanced
drug delivery technologies.

Pursuant to its aim of developing and maintaining a global presence among specialists within its targeted
therapeutic areas, the Group has established an international network of research and development facilities
based in areas giving it access to key expertise in academic research and to employees skilled in technology
and development processes (pharmaceutical, preclinical, clinical and regulatory).

Furthermore, the Group recently inaugurated the BioProcess Sciences Research Center, a biotechnology unit
complementing the activities of the Boston center. The new site houses a team specializing in the
development processes specific to genetic engineering, industrial development, analysis and formulation of
proteins, production, quality assurance and quality control. This biotechnology production facility represents
a major asset for the Group that will facilitate its efforts to find and seal new partnerships.

Group research efforts are based on a continuously updated understanding of pathophysiological pathways,
i.e. biological processes that distinguish between healthy and therapeutic conditions. On the basis of this
knowledge, the Group identifies hormones, enzymes, proteins and important biological growth factors that
represent suitable targets for the design of medicinal products. The Group has found that products of natural
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origin (plant, animal or human) often prove to be the most beneficial starting point from which to develop
new products that are both effective and well tolerated by patients.

At December 31, 2004, 656 of the Group’s employees (compared with 615 at December 31, 2003, and 570
at December 31, 2002) were assigned to research and development activities. During 2004, the Group spent
€147.4 million on research and development (vs. €136.2 million in 2003 and €130.7 million in 2002), i.e.
19.1% (vs. 18.5% in 2003 and 18.7% in 2002) of its pro forma consolidated sales.

Research Activities: Technological Platforms, a Key Focus for the Group
The Group’s four technological platforms are described below:

* Peptide engineering focuses on the modification through synthesis of derivatives of naturally occurring
neuropeptide hormones. This research is conducted by the Boston research and development center
(United States).

* Protein engineering aims to improve the therapeutic properties of naturally occurring proteins through
the selective modification of their sequences. This research is conducted by the Boston research and
development center (United States).

* Medicinal chemistry aims to discover enzyme inhibitors, mitochondrial protective agents and non-peptide
ligands (molecules that attach preferentially to one or more receptors) for specific hormone receptors.
Medicinal chemistry research is conducted by the Group’s research facilities in Paris (France).

The acquisition of UK-based Sterix in February 2004 has given Ipsen access to additional expertise in the
development of medicinal products derived from steroid hormones.

In addition, under the agreements with Spirogen of the United Kingdom in 2003, the Group has expanded
use of its medicinal chemistry platform by securing access to a technology making it possible to target
specific regions of genes that control their expression.

* Advanced drug delivery aims to create and develop innovative formulations for new or existing products
in order to optimize the efficacy of the active ingredients while improving patient quality of life and
facilitating the use of the products by healthcare professionals. These research activities are conducted at
the Group’s research center in Barcelona (Spain).

Development: Pre-clinical and Clinical Trials

The process of developing a molecule or a new compound through to its approval by the regulatory
authorities may take between eight and twelve years and can usually be divided up into five distinct stages,
i.e. the pre-clinical stage and Phase |, II, Il and IV clinical trials.

During the pre-clinical stage, which usually lasts two to four years, the Group’s research scientists study the
effects of innovative drug candidates on cell systems or organs in isolation, in vitro or in animal models, to
gain a better understanding of their pharmacological and toxicological properties. An analysis of the results
of these studies helps to determine whether the compound meets the therapeutic objectives laid down. If so,
further development through clinical trials must be subject to the approval of the competent regulatory
authorities, as well as ethics committees.

The purpose of clinical trials is to establish proof that the drug candidate is safe to use and effective in
humans. If results are positive, they are compiled into a registration dossier, which is submitted to the
regulatory authorities for them to decide whether or not to issue marketing authorization.

The four phases of clinical trials are as follows:

¢ Phase I. The purpose of Phase I is to conduct a short-term assessment (or on patients in oncology) of
the safety profile of the drug candidate using healthy volunteers based on dosage administered and to
establish a preliminary pharmacokinetic (absorption, metabolism, distribution, elimination)
pharmacodynamic profile. These results consolidated with those of pre-clinical trials help to verify the
drug’s tolerance profile and to confirm the dosage and optimum treatment regimen maximizing efficacy
while minimizing side effects.
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¢ Phase II. The purpose of Phase Il is to assess the pharmacological properties of the drug candidate
using patients and identify the therapeutic index (ratio between the active and toxic dose) in one or more
of the administered dosages identified during Phase I. At this stage, if the drug candidate’s therapeutic
efficacy and its tolerance profile are confirmed, a decision may be taken to hold Phase III trials.

¢ Phase III. Phase III trials represent the final stage of clinical trials conducted before an application for
marketing authorization is filed. These trials are normally conducted on a much larger number of patients
than are used for Phase II trials, and their purpose is to provide reliable clinical and statistical data
regarding their tolerance and efficacy.

¢ Phase IV. Phase IV trials are generally held once a drug is on the market. They are intended to check
and, if need be, document in greater detail a drug’s efficacy and safety.
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Research and Development Portfolio

The Group is currently pursuing the pre-clinical and clinical development of several innovative compounds
and new formulations of existing drugs. The following table and comments provide a summary of the
Group’s principal development programs currently in progress. The Group believes that it is one of the few
pharmaceutical companies able to pursue a significant number of research and development projects in its
targeted therapeutic areas:

Products under Stage
Clinical and Pre- Phase Phase Phase Forecasted
Pre-clinical Development Indications clinical I 11 II  Date of Filing”

Targeted therapeutic areas

Oncology
Decapeptyl® ..o Consolidated hormone
therapy for premenopausal
breast cancer X n/a
Decapeptyl® ......ccoovevinnnnnes Combination therapy to
address the side effects of
GnRH analogues X
Decapeptyl® ....ccooovvvvevirreencee Prostate cancer (new
formulation: 4 months) X
Diflomotecan.........cccevenininnns Advanced metastatic cancer:
colon, breast and prostate X
Elomotecan........c.ccoovvverrcenncnnn. Metastatic tumors X
BN 83495 (STX 64)............... Post-menopausal breast
cancer expressing estrogenic
receptors X
BN 2629 (S8JG 36)...c.ccecvvveenne Advanced metastatic cancer,
chemotherapy resistant to
: treatment X
BIM 46187....cccoeviviriiinienns Cystostatic drug, Protein G
pathway inhibitor X
Angiomates .......cocceceereernennnnn Cystostatic drug, disruptor of
anti-angiogenic microtubules
CdC-25 i, Cytostatic drug, cell cycle
regulating enzyme inhibitor
Endocrinology
Somatuline® Autogel®............ Acromegaly X 2006 (US)
Somatuline® Autogel®............ Neuroendocrine tumors X n/a
Somatuline® Autogel®............ Acromegaly (new
formulation: 3 months) X
NutropinAg® .....ccccovevvrveceenens Idiopathic short stature X 2006
NutropinAgQ® .....ccccocevveencennennn. Prevention of the long-term
effects of glucocorticoid
treatments X
Sustained-release growth
hormone ......cccccoevnnnininnene Long-term treatment of
growth failure in children or
adults X
BIM 51077 ..o Type 11 diabetes X
Dopastatine.........cccoeceveveennnnens Pituitary tumors
Ghrelin ....occooecivviiieeree Metabolic disorders
(cachexia)
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Products under Stage
Clinical and Pre- Phase Phase Phase Forecasted

Pre-clinical Development Indications clinical I 1 II  Date of Filing!"

Neuromuscular disorders
Dysport®.....cccccoiivieneenernernenns Cervical dystonia X 2007 (US)

Dysport®.......ccccoivenmeceneeennein Aesthetic medical purposes X 2007 (US)
2006 (Europe)

Dysport®.....ccccoeviviincnrineinns Myofascial pain X
Primary care
Cognitive disorders

Tanakan®........ccccoovvineincnnenn Mild cognitive impairment
related to age X n/a
Other therapeutic areas
Hematology
OBI-T o Hemophilia X
Rheumatology
Febuxostat (TMX 67)............. Symptoms related to
hyperuricemia X 200572006
(Europe)

(1) The Group may decide to submit certain drugs under development for approval in certain countries before seeking marketing authorization for
them in other countries. As a result, several different dates have been given for certain drugs in the development pipeline.

The forecast dates of applications for marketing authorization in the above table are those stated in the
Group’s current research and development program, which is likely to be revised owing to the large number
of relevant factors, many of which are highly unpredictable. Accordingly, the Group may not meet these
dates for various reasons, including delays in clinical trials, therapeutic failures, failure to secure regulatory
approval, the occurrence of a technical or administrative event beyond the Group’s reasonable control and
other reasons. See ‘‘Risk Factors’.

Research and Development Programs in Oncology
Research Programs

The Group’s oncology research programs focus on the design of therapeutic agents that are able to target
specifically cancer cells or to overcome resistance mechanisms. The Group’s peptide and protein
engineering and medicinal chemistry technology platforms enable it to develop new approaches in the
treatment of cancer controlled by hormones and growth factors, such as enzyme inhibitors playing a key role
in steroid biosynthesis (notably including prolactins, GhRh, MIS), enzyme inhibitors regulating cell cycles
(notably phosphates) and intra-cellular signals. These research programs are conducted internally with
assistance from university and industry specialists.

The February 2004 acquisition of Sterix has opened up new opportunities for the Group in the development
of medicinal products derived from steroids. Steroid hormones play an essential role in the processes
controlling vital functions. Having signed a partnership agreement with the Group, the team from the
University of Bath in the United Kingdom discovered a chemical modification which, when applied to
steroids and their derivatives, enables the selective inhibition of enzymes that convert precursor steroids into
their biologically active form. Through its collaboration with Imperial College London and the University of
Bath, the Group intends to leverage the use of this technological platform in the field of hormone-dependent
cancer.

The agreement signed with Spirogen in May 2003 has provided the Group with access to a technological
platform with the potential to identify the genes involved in serious therapeutics such as cancer. The Group
has exclusive access to this technology for several genes involved in cancer resistant to conventional
therapies.
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Development Programs

Decapeptyl®. With regard to managing the life cycle of Decapeptyl®, the Group is pursuing the following
developments:

* It is participating in three Phase III studies conducted under the auspices of the International Breast
Cancer Study Group in the treatment of breast cancer in premenopausal women, comparing the
conventional treatment methods with hormone therapy combining Decapeptyl® with estrogen suppressant
agents, such as Aromasin®, marketed by Pfizer. These trials are due to take place until 2015. Hormone
therapy for cancer offers a better tolerated option than traditional chemotherapy and is particularly
suitable for long-term treatment.

* It is developing sustained-release formulations for treatment durations longer than three, months. A
formulation for a minimum treatment duration of four months is currently close to completing its Phase II
clinical trials.

* The Group is conducting several preclinical and clinical research programs with a view to overcoming
iatrogenic effects (hot flushes, bone loss) resulting from chronic use of LHRH agonists, such as
Decapeptyl® in combination with other products (notably estrogens and biphosphonates).

BN 83495 (STX 64). BN 83495 and similar molecules acquired through the acquisition of Sterix, are
selective inhibitors of the sulphatase enzyme involved in a key stage of the biosynthesis of estrogens, one of
the principal factors contributing to breast cancer in post-menopausal women. A Phase I clinical trial in
patients with breast cancer has been completed and the results, a preliminary analysis of which demonstrated
the inhibition of the sulphatase enzyme, are currently being assessed. The Group is currently developing an
oral formulation of this compound which should be available at the beginning of 2006. Subject to positive
results for this Phase I trial and the requisite pre-clinical research, the Group will be in a position to initiate
Phase II trials.

BIM 46187. BIM 46187 is an innovative anti-tumor compound that acts on cellular signals by the
receptors attached to Protein G (the most common form of receptors for neuropeptide hormones and
neurotransmitters). Preclinical development of this molecule is underway. Phase I trials of this compound on
cancer patients are due to start in 2006. For BIM 46187, the numerous potential clinical indications notably
include lung and prostate cancer alone or in combination with other anti-cancer therapies.

BN 2629 (SJG 136). BN 2629, a product originating from Spirogen, is a synthetic molecule that has
demonstrated during preclinical studies its ability to block the anarchic cellular proliferation process
characteristic of cancerous growths. This product is being studied in three Phase I studies with different
administration regimens in patients with metastatic tumors resistant to certain types of chemotherapy
conducted by two renowned institutions, namely Cancer Research in the United Kingdom and the National
Cancer Institute in the United States. The Group is pursuing ex vivo research in the field of leukemia which
is resistant to treatment using this molecule.

The Group is looking for a partner with which to continue the development of a patented class of cytotoxic
agents:

* Diflomotecan. Diflomotecan is a cytotoxic agent (cell killer) that inhibits topoisomerase 1. Two
Phase 1I clinical trials in lung cancer have been completed, but failed to achieve their safety and efficacy
targets in this indication for the dosages and drug administration regimes tested. During Phase I clinical
trials, Diflomotecan showed high oral bioavailability, low gastrointestinal toxicity and no cumulative
hemotoxicity. Investigations into other indications are due to be carried out.

* Elomotecan. Elomotecan is a cytotoxic (cell killer) inhibitor of topoisomerase 1 and topoisomerase 2,
intended for the treatment of certain types of advanced metastatic cancer (colon, breast and prostate).
Elomotecan is currently undergoing Phase I clinical trials.

Development of these cytotoxic agents was carried out in conjunction with Roche under the licensing and
partnership agreement of December 2002. The Group and Roche terminated this partnership in May 2005.
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Research and Development Programs in Endocrinology
Research Programs

In pituitary disorders, the Group is involved in several programs, chiefly in pituitary adenomas, such as
acromegaly. The Group is also continuing its efforts to identify second-generation somastatin analogues and
growth hormone antagonists. This disorder used to be treated by surgical removal of the tumor followed by
radiotherapy. If the tumor did not respond sufficiently, a somatostatin analogue was administered. However,
because of the heterogeneity of the tumor, new therapies are needed, since a substantial number of patients
still do not receive satisfactory treatment.

The Group is currently investigating molecules with a broader spectrum of activity and hopes that they will
not only provide a symptomatic treatment for acromegaly, but also offer the possibility of reducing tumor
size, thereby eliminating many of the limitations associated with existing treatments (Dopastatin).

The Group is also exploring the role of certain peptide hormones in regulating food intake with the priority
objective of treating cachexia (lack of appetite), which is often the cause of functional disorders in the
elderly, cancer patients and patients with chronic illnesses (Ghrelin, MSH/MC4). The Group is continuing to
pursue the programs it initiated in 11BHSD enzyme inhibitors with a view to developing a therapy for the
related metabolic syndromes associated with obese patients with hyperinsulinemia, which principally
manifests itself in the form of greater cardiovascular risks.

In conjunction with Astérion, the Group is also continuing to develop growth hormone antagonists.

Development Programs

Somatuline® Autogel®. With regard to managing the life cycle of Somatuline® Autogel®, the Group is
pursuing the following developments:

* The Phase III clinical trials in the United States with Somatuline® Autogel® for the symptomatic
treatment of acromegaly have ended. Compilation of the registration dossier is being finalized and it is
due to be filed with the FDA during 2006.

* Additional Phase III and IV clinical trials of Somatuline® Autogel® are planned for the treatment of
neuroendocrine tumors in the United States and in Europe.

¢ The Group is also pursuing the development of sustained-release formulations for treatment durations of
approximately three months. This formulation is about to enter Phase I trials and, subject to positive
results, the Group envisages directly initiating a Phase III clinical trial.

¢ In Japan, the Group’s partner, Teijin, has completed Phase I trials of Somatuline® Autogel® in the
symptomatic treatment of acromegaly. Approval of the development plans by the regulatory authorities is
due to take place in early 2006, with Phase II clinical trials scheduled to follow after validation.

* The Group envisages securing additional marketing authorizations for Somatuline® Autogel® shortly, in
Turkey, Poland and Russia for the treatment of acromegaly and neuroendocrine tumors, and in France,
Germany and Switzerland for the treatment of neuroendocrine tumors.

NutropinAq®. With regard to managing the life cycle of NutropinAq®, the Group is pursuing the
following development work:

* Within the framework of its agreement with Genentech signed in September 2002, the Group received
from Genentech a copy of the registration dossier compiled by Genentech and filed with the FDA in
January 2004 with a view to extending the indication for the treatment of idiopathic short stature. The
Group is currently evaluating the dossier and is considering filing its own application in 2006 to extend
the indication with the EMEA,

* The Group is also pursuing a Phase II study of NutropinAq® in the prevention of growth failure caused by
long-term treatment with high-dose glucocorticoids in children, in conjunction with the University of
Gothenburg (Sweden).
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¢ The Group is pursuing research and development projects under the agreement signed with Genentech in
November 2004 that aim to develop a sustained-release formulation for a recombinant growth hormone.

BIM 51077 is an analogue of peptide hormone GLP-1 (Glucagon Like Peptide-1), which is covered by a
partnership option with Roche. See ‘‘Business — Major agreements and partnerships’’.

* BIM 51077 controls insulin secretion in response to elevated blood glucose levels. This compound is
currently in Phase II clinical trials for glycemia control in diabetic patients. The Group is aiming to
develop the molecule in sustained-release formulations. Thanks to its advanced drug delivery platform,
the Group has already identified several sustained-release formulations, which are currently undergoing
Phase I trials.

* In Japan, Teijin, the Group’s Japanese partner, has completed a Phase 1 trial of BIM 51077. Approval of
the development plans by the Japanese regulatory authorities is due to take place in early 2006, with
Phase 11 clinical trials scheduled to follow approval.

Research and Development Programs in Neuromuscular Disorders
Research Programs

The Group’s research programs in neuromuscular disorders mainly focus on the identification of new
botulinum toxin formulations, together with next-generation botulinum toxin engineering. Furthermore, the
Group continues to work on the optimization of the duration of botulinum toxin activity in collaboration
with Thomas Jefferson University (Philadelphia, US).

In neurodegenerative conditions, the Group has synthesized several original classes of chimeric compounds,
i.e. compounds capable of performing several pharmacological activities simultaneously and used to protect
mitochondria (intracellular organelles responsible for the production of energy) in connection with
neurodegenerative conditions, such as Parkinson’s and Huntington’s disease.

Development Programs

Dysport®. With regard to managing the life cycle of Dysport®, the Group is pursuing the following
developments:

¢ In August 2005, the Group initiated Phase III clinical trials of Dysport® in the United States in the
treatment of cervical dystonia. Subject to positive results, the Group envisages filing a registration file
with the FDA in 2007.

* Dysport® is currently undergoing Phase II clinical trials in the treatment of myofascial pain.

* Dysport® is currently undergoing Phase II clinical trials in the United States for aesthetic medicine
indications (frown lines) led by Inamed within the framework of the development and distribution
agreement entered into with the company. Provided the outcome of these trials is positive, Inamed plans
to file regulatory submissions with the FDA during 2007 under a brand other than Dysport®.

* In Europe, Phase III clinical trials with Dysport® have been conducted and the registration procedures for

- aesthetic medicine indications (more specifically, frown lines) are currently in progress in France and
Germany under the Group’s responsibility. European-wide registration under the mutual recognition
procedure is anticipated in 2006. Subject to finalization of a distribution agreement with Inamed, with
which the Group entered into a preliminary agreement in January 2005, Inamed may market this product
in Europe once it has been registered under a brand name other than Dysport®.

Other Research and Development Programs
Cognitive Disorders

Tanakan®. The Group is endeavoring to validate the clinical benefits of Tanakan® in the treatment of age-
related cognitive impairment and behavioral disorders. The Group is investigating EGb 7619, the Ginkgo
biloba extract in Tanakan®, in the treatment of neurodegenerative disorders, such as Alzheimer’s disease.
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More than 8,000 patients are enrolled in the research programs, and eight clinical studies are currently
underway:

* The National Institutes of Health (United States) are currently sponsoring four clinical trials:
¢ a study on the prevention of mild cognitive impairment (MCY) in patients aged over 85;

* a study on the primary prevention of Alzheimer’s disease in ‘‘healthy’’ patients aged over 75 (*‘GEM’’);
the recruitment of 3,000 patients for this study has now been completed and they will be treated at least
until 2008;

* two pilot studies on the cognitive disorders caused by cancer treatments (chemotherapy or radiation
therapy).

The Group is the sponsor of four other studies in Europe, including:

* the GuidAge study, investigating the efficacy of EGb 761%® in the prevention of Alzheimer’s disease in
patients aged over 70 with spontaneous memory impairment. The recruitment of 2,800 patients was
completed in September 2004, and they will be treated for five years; the results of this study should be
available in 2010;

» a study evaluating the efficacy of EGb 761® in cognitive disorders in patients with Alzheimer’s disease
and related behavioral and psychological disorders (Behavioral and Psychological Symptoms in
Dementia) for which results should be available soon;

* two pilot studies aiming to study the efficacy of EGb 761® in cognitive impairment related to various
disorders, such as multipie sclerosis, mild cognitive impairment and the consequences following a stroke;
the results of these studies should be available in 2006.

All of these clinical studies, with the exception of the GuidAge study, are proof-of-concept studies. If
successful, they will have to be confirmed by further clinical studies before a new indication can be
registered. If the GuidAge trial is successful, its results may be used for the purpose of securing an
indication for EGb 761% in the prevention of Alzheimer’s disease in patients over 70 with spontaneous
memory impairment.

Hematology

The Group also boasts longstanding expertise in hemostasis (blood coagulation). The Group’s research has
enabled it to establish partnerships with Emory University and Octagen, in order to develop a recombinant
version of porcine factor VIII using its protein engineering platform. This product (OBI-1) is intended for
the treatment of congenital or acquired hemophilia resistant to human factor VIIIL

OBI-1 has secured FDA approval for the initiation of Phase II trials in the United States. OBI-1 is produced
at the new biotechnology unit in Boston inaugurated in March 2005.

Rheumatology

Within the framework of the partnership established in July 2003 with Japanese group Teijin in
endocrinology, the Group signed a specific agreement to develop in Europe Febuxostat, a drug intended for
the treatment of symptomatic hyperuricemia, currently in the process of being registered by Teijin in the
United States. See ‘‘Business -— Major agreements and partnerships’’. With a view towards launching the
compound in Europe, the Group hopes to file for marketing authorization in Europe in late 2005 or early
2006.

Research and Development Facilities

The Group has established an international network of research and development centers, located in areas
providing access to considerable expertise in academic research and to employees skilled in technology and
development processes. Thanks to its research and development programs, as well as the geographical
location of its research and development facilities, the Group can recruit talented scientists, making it highly
competitive in pharmaceutical research compared with other similarly-sized groups.
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The Paris Research and Development Center (France)

The Paris research and development center (Institut Henri Beaufort) specializing in medicinal chemistry was
opened in 1969. New facilities were built more recently in 1996, with a research team composed of
chemists, biologists and pharmacologists essentially working on discovering new chemical entities and
having access to high-throughput screening and combinatorial chemistry techniques. Its key areas of
research are molecular and cellular oncology, together with neuromuscular disorders. The Group also has a
clinical development team in Paris that coordinates its clinical trials around the world. Analytical
development and production of medicinal products for clinical trials are carried out at the Group site located
in Dreux (France).

The Boston Research and Development Center (United States)

The Boston research and development Center (Albert Beaufour Research Institute) specializes in protein and
peptide research. Its scientists mainly work in three areas: synthetic chemistry, pharmacology and
biotechnology. The Boston center boasts extensive knowledge about hormone-dependent pathophysiological
mechanisms in which neuropeptides are involved. The Group also has a clinical research and development
team dedicated to the coordination of the Group’s clinical research in North America and regulatory
activities with the FDA in the United States.

In March 2005, the Group inaugurated the BioProcess Sciences Research Center, a biotechnology unit
complementing the activities of the Boston center. The new site houses a team specializing in the
development processes specific to genetic engineering, industrial development, analysis and formulation of
proteins, production, quality assurance and quality control. One of the main activities of the site is to modify
the structure of endogenous proteins and peptides to enhance their properties. Replacing certain protein
sequences with different sequences may reduce antigenicity (detection by existing antibodies), toxicity or
immunogenicity (formation of new antibodies) and increase the duration of action, specificity or
compatibility with controlled-release formulations.

The London Development and Registration Center (United Kingdom)

Located near London, which is home to the European Medicines Agency (EMEA), the clinical development
and regulatory affairs departments devise development and regulatory approval strategies and implement
preclinical and clinical development programs to implement these strategies. They coordinate multicenter
international clinical trials, collect data, analyze results and file dossiers and registration applications with
the international regulatory authorities to ensure that the Group obtains the necessary approvals to market its
products in the shortest possible time.

The main objective of the clinical development teams is to execute or commission execution of clinical trials
complying strictly with the regulatory standards and able to provide high-quality and extensive data about
the efficacy and safety of using the Group’s products. Successful registration requires the consolidation, on a
Group level, of all regulatory data necessary for a file.

The Barcelona Research and Development Center (Spain)

The Barcelona research and development center (Ipsen Pharma) specializes in the discovery, design and
development of advanced drug delivery systems. Its main objective is to determine optimum methods for the
delivery of highly potent medicinal products. For instance, its teams were behind the development of the
Somatuline® Autogel® formulation, which releases the active ingredient, without any excipient other than
water, over a period of at least 28 days. Somatuline® Autogel® is now the Group’s fourth best-selling
product, with net sales of €49.5 million in 2004. This research plays a critical role in improving the quality
of life of patients by providing them with convenient therapeutic regimens and delivery systems that
minimize discomfort. The Barcelona center employs researchers, together with scientists and technicians
specializing in drug delivery systems, and is supported by a pharmacokinetics department integrated with the
worldwide clinical development group.
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Marketing and Distribution

The Group markets its products in the targeted therapeutic areas to specialists, including decision-makers
with influence over the opinion of their peers. The Group also markets numerous primary care products.

In 2004, the Group’s consolidated pro forma sales came to €770.2 million, over 30% of which come from
sales outside the Major Western European countries. The following table shows a geographical analysis of
consolidated sales for each of the stated periods.

Year Ended December 31,

2004 2003 2002
Sales % Sales? % Sales® %
Major Western European countries®................ 536,821 69.7% 500,812 67.9% 461,695 66.2%
Rest Of BUIOPE ......vocvereevreeversieevs s 134,066 17.7% 120,995 164% 109,736 15.7%
Rest of the World® ....ocoovveeeeeeeeeeeeeeeeeen, 97296 12.6% 115418 15.7% 126385 18.1%
TOtAl SALES.......cvvevererereeeeeereesereeeereereeseseeereens 770,183 100.0% 737,225 100.0% 697,816 100.0%

(1) In thousands of euros.
(2) Germany, Spain, France, Italy and the United Kingdom.
(3) Notably including North America and Asia.

At December 31, 2004, of the 1,157 people comprising the Group’s sales force, 536 personnel were
employed outside the Major Western European countries, i.e. 14.2% of the Group’s workforce. See
‘‘Business — Employees’’.

Major Agreements and Partnerships

The Group markets its products either directly through its sales force or through third parties to which it has
entrusted responsibility for selling its products under licensing or other agreements. Furthermore, the Group
has earned the confidence of third parties, which have entrusted it with selling their products, such as
Decapeptyl®, NutropinAq®, Testim®, Nisis® and Nisisco®. In certain cases, the Group has entered into
agreements with third party companies to manufacture drugs or raw materials under its marketing
agreements.

The Group complements implementation of its internal research and development program by entering into
partnership agreements with university teams and pharmaceutical and biotechnology companies. These
partnerships help the Group to gain access to cutting-edge technologies in complex areas of expertise.

This partnership strategy helps the Group to finance development of its products while extending its range of
existing products. The Group is constantly looking to forge high-quality, complementary and long-lasting
marketing and research and development partnerships.

Agreements in Disease Areas Targeted by the Group
Agreements in Oncology

Debiopharm (Lausanne, Switzerland). The Group has maintained an ongoing relationship with
Debiopharm since 1983, when it signed its first licensing agreement with Debiopharm to manufacture and
market Decapeptyl®, which was renewed in October 2002. It covers Debiopharm’s expertise and patents
relating to the active ingredient triptorelin and its various salts (particularly the pamoate formulation), which
it sells under the Decapeptyl® registered trademark. The acetate formulations of Decapeptyl®, which
accounted for 34.5% of Decapeptyl®’s sales in 2004, are no longer protected by an invention patent.

The licensing agreement with Debiopharm gives the Group (i) the right to manufacture Decapeptyl® around
the world (with the exception of North America and certain other countries, principally Sweden and Israel),
(11) the exclusive right to market Decapeptyl® worldwide (with the exception of North America and certain
other countries, principally Sweden, Israel, Iran and Japan) and (iii) the co-exclusive right (shared with
Debiopharm) to market Decapeptyl® in Iran, Japan, Central America and South America.
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This licensing agreement will remain in effect in the various countries until the following dates: (i) July 31,
2010 for each country covered by the agreement and not covered by a Debiopharm patent and for each
country covered by the agreement where Debiopharm’s patent protection is due to expire prior to July 31,
2010, and (ii) the expiry date of the last of the patents covered by the agreement in other countries. Under
this agreement, the Group pays different levels of royalties to Debiopharm varying according to the sales
territory and volume, with an increase in royalty levels above a certain sales threshold. The Group is also
entitled to a reduction in royalties in the event of competition from a generic product, with this reduction
diminishing if Decapeptyl®’s market share falls significantly below a certain threshold determined on a
market-by-market basis. The agreement entered into by the Group does not provide for any minimum
royalty clause. The agreement contains stipulations about future cooperation with Debiopharm to continue
developing and improving Decapeptyl®. This agreement also contains a control event clause, which may be
triggered if either of the parties undergoes a change in control causing substantial prejudice to the interests
of the other party in relation to Decapeptyl®.

University of Bath (Bath, UK) and Imperial College (London, UK). In February 2004, at the same time
as it acquired Sterix, the Group entered into two development agreements with the University of Bath and
Imperial College, where the main inventions belonging to Sterix had originated and with which Sterix had
entered into a partnership agreement. Under the terms of these contracts, which each run for three years, the
universities will conduct development work, notably including the development of therapeutic products
based on STX140 (a cytotoxic agent with anti-angiogenic properties used in the treatment of solid tumors,
currently in pre-clinical triais), steroid and non-steroid inhibitors, the development of dual aromatase-
sulphatase inhibitors and STS inhibitors (STX64). The Group will contribute a proportion of the
development costs incurred by the universities, varying according to the agreement and depending on the
year. All the inventions resulting from development work financed in this manner and falling within the
scope defined in these contracts will belong to the Group. The Group will pay the University of Bath
royalties based on the use of these results (whether they are patented or not). In addition, the Group holds an
exclusive licensing option under these two contracts on any inventions falling outside the field of research,
which do not belong to it.

Spirogen (London, United Kingdom). In May 2003, the Group signed a partnership agreement with
Spirogen, a UK biotechnology company. This partnership is defined by a development and licensing
agreement covering the development and marketing by the Group of a patented anti-cancer drug, namely
BN 2629 (SIG 136) and a research agreement for other anti-cancer compounds relating to the
implementation of a gene targeting technology patented by Spirogen.

Should Spirogen discover a compound that acts on a sequence of target genes under the research agreement,
the Group will have a period of three months from the presentation of this compound to the Group to enter
into a worldwide licensing agreement covering the compound with Spirogen.

Pursuant to the development and licensing agreement, the Group holds an exclusive worldwide license on
Spirogen’s patents and expertise related to the manufacture, use and sale of BN 2629 and its analogue or
replacement compounds. This agreement will remain in force until all the payments due to be made by the
Group to Spirogen under this agreement have been made. At such time, the licenses and rights granted to the
Group by Spirogen will become non-exclusive, irrevocable and free of any payment obligation. Spirogen
has also granted the Group a worldwide non-exclusive license under which the latter is allowed to use and
operate the gene screening technique patented by Spirogen.

Under the development and licensing agreements, the Group agreed to make to Spirogen upon signature of
the agreement and upon attainment of certain stages of development. The Group also agreed to pay certain
royalties on sales of products containing BN 2629 with reductions in specific royalties for sales territories
not covered by patents or those open to competition from generic drugs. Royalties are payable on sales of
drugs containing BN 2629 in territories covered by a patent until the later of the following two dates: (i) the
tenth anniversary of the date of the product’s marketing launch, and (ii) the patent’s expiry date in the
relevant country. Royalties are payable on sales of drugs containing BN 2629 in territories not covered by a
patent until the first of the following two dates: (i) the tenth anniversary of the date of the product’s
marketing launch, and (ii) the expiry date of the last of the patents protecting BN 2629 worldwide.
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The agreement also provides for lower royalties should the Group be obliged to obtain a license to use
intellectual property rights and expertise from a third party to be able to continue manufacturing, using or
selling BN 2629 or analogue or replacement compounds. The Group agrees to bear costs arising from the
manufacture of all clinical and commercial supplies of BN 2629 and of any drug containing the compound.

The Group has the right to terminate the development and licensing agreement during the development
stages provided that it observes a notice period of six months. In the event of termination, all rights and all
licenses granted to the Group pursuant to this agreement will be null and void and any information acquired
about BN 2629, and the products containing it will be returned to Spirogen.

In May 2003, the Group acquired an equity interest in Spirogen’s capital by subscribing for preference
shares issued by the company. Spirogen also issued to the Group subscription warrants for preference shares
carrying voting rights that may be exercised at any time until December 31, 2006. If the Group exercises its
warrants for preference shares in full, it would hold 42.96% of the preference shares, that is 19.99% of
Spirogen’s share capital and voting rights.

Massachusetts General Hospital (Boston, United States). In June 2005, the Group signed a partnership
agreement with the General Hospital Corporation, which runs Massachusetts General Hospital, to conduct a
research and development program into the use of anti-Mullerian hormone in the treatment of cancer.

The initial duration of this research and development program will be three years and it may be extended by
an additional two years. The Group contributes to the financing of the research by paying a fixed sum to the
General Hospital Corporation. The results of the research program conducted by their respective employees
shall belong to both the Group and the General Hospital Corporation. Pursuant to this agreement, the Group
holds an exclusive worldwide option on the patents held by the General Hospital Corporation on the anti-
Mullerian hormone and an option on an exclusive worldwide license to use research results belonging to the
General Hospital Corporation. The level of the royalties payable on the use of the rights held by the General
Hospital Corporation pursuant to these licenses shall be determined through negotiations between the Group
and the General Hospital Corporation.

Cancer Research UK (London, United Kingdom), Spirogen (London, United Kingdom). On
December 23, 2003, Cancer Research UK, Spirogen Ltd. and the Group signed an agreement to conduct a
Phase I clinical trial of SJG-136 on patients with treatment resistant solid tumors.

This trial is sponsored by Cancer Research UK. The Group contributes to the financing of the trial by paying
a fixed sum and holds, pursuant to this agreement, an exclusive worldwide license to use the results of the
trial. The amount of the fixed sum payable by the Group to use the results has already been agreed by the
parties.

National Cancer Institute (Bethesda, United States). A Cooperative Research and Development
Agreement (CRADA) was signed on December 3, 2004 by the Group and the National Cancer Institute
(NCD for the pre-clinical and clinical development of BN 2629 (SJG-136) as an anti-cancer agent. The
Phase I clinical trials sponsored by NCI under this cooperative agreement, are intended to determine the
efficacy and safety of BN 2629 on patients suffering from various types of solid and hematological tumors.
Phase 1I clinical trials may also be sponsored by NCI depending on the results of the Phase I results
sponsored by NCI and Cancer Research UK.

The research program is set to have a duration of four years. The Group is contributing to the financing of
three Phase I clinical trials, currently being sponsored by NCI under the cooperative agreement, through the
payment of a fixed sum to NCI. In addition, the Group will be responsible for any costs arising from the
manufacture of BN 2629 required for any additional pre-clinical and clinical trials for which NCI has no
more BN 2629 at its disposal. Pursuant to this agreement, the Group holds an exclusive option on an
exclusive license to use the patentable results from this cooperation. The amount of the financial
consideration payable by the Group to use said patentable results has not yet been agreed. Furthermore, the
Group shall have at its exclusive disposal for the purpose of securing FDA approval for BN 2629: (i) all the
data and pre-clinical and clinical results from the partnership, and (ii) the contents of the IND (approval for
clinical trials to be held) sponsored by the NCIL.
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Agreements in Endocrinology

Tulane University (New Orleans, Tulane University). Pursuant to an agreement sealed in June 1990,
Tulane University granted the Group an exclusive worldwide license to manufacture, use and sell lanreotide,
the active ingredient in Somatuline® and Somatuline® Autogel®, This agreement remains in force until the
corresponding patents have expired. Furthermore, the agreement covers any future formulation using this
active ingredient until the corresponding patents have expired. The Group pays different levels of royalties
to Tulane University, which vary from territory to territory. The agreement does not provide for any
minimum royalty clause. The length of the agreement’s exclusivity period varies from territory to territory:
(1) in territories where Tulane University holds a patent, including the United States, the exclusivity period
runs until expiry of the cotresponding patent, and (ii) in territories where Tulane University does not hold a
patent, the exclusivity period runs for ten years from the initial commercial sale of the relevant product.
Although, Tulane University was affected by the hurricanes that struck the United States in September 2005,
it did not affect the license agreement.

Genentech (San Francisco, United States). The exclusive distribution agreement entered into in
September 2002 by the Group with Genentech covers NutropinAq®, a liquid formulation of human growth
hormone for daily use produced using recombinant DNA technology. Under this agreement, the Group has
the exclusive right to market worldwide (with the exception of North America, Mexico and Japan)
NutropinAq® and the NutropinAq® Pen Cartridge® (i.e. the configuration used for the daily administration
of the liquid formulation of NutropinAq®) and any improvement made to these products for a period of
20 years starting from the date on which NutropinAq® was launched on the market. The Group also has the
right to use Genentech’s existing brand names, namely NutropinAq®, NutropinAq® Pen and NutropinAq®
Pen Cartridge®, as well as any new brand name that Genentech may use to market the products in territories
not governed by the distribution agreement with the Group.

The Group has agreed to pay Genentech milestone payments when certain net sales figures are reached, and
such milestone payments for each product must be set by Genentech and the Group before filing any
application for regulatory approval for the marketing of any such product. The Group has also agreed to pay
royalties based on the total amount of annual sales of each product in the territory covered by the
distribution agreement. In accordance with this agreement, the Group must, at its own expense, secure the
requisite regulatory approval for the marketing and the sale of such products. Any intellectual property
rights resulting from research carried out by the parties pursuant to this agreement will be the property of the
party that made the relevant discovery, except for joint discoveries, in respect of which the relevant
intellectual property rights will be jointly owned.

Genentech filed an opposition to a European patent covering the liquid formulations of human growth
hormone belonging to Pharmacia, which could be considered to cover NutropinAq®. The Opposition
Division of the European Patent Office granted Genentech’s request to limit Pharmacia’s patent so that it no
longer covers NutropinAq®. This ruling was appealed by Pharmacia on June 6, 2005. If the European Patent
Office’s Technical Board of Appeal grants Pharmacia’s appeal to not limit its patent, Pharmacia could claim
that NutropinAq® has infringed its patent and, if such claim were successful, the Group could be required to
pay a compensatory royalty to Pharmacia.

Genentech has the right to terminate this agreement in certain cases, notably if the Group is unable to market
products by the agreed deadlines or if it fails to reach certain objectives. If the annual sales of a product in a
specific country fall below a pre-determined threshold, the rights and licenses granted may become non-
exclusive in the relevant country, if Genentech so decides.

Genentech (San Francisco, United States). Following the agreement covering NutropinAq®, the Group
signed a research and development agreement in November 2004 covering the development of sustained-
release formulations of recombinant growth hormones using the technology platforms of Genentech, the
Group and third parties. This agreement was entered into for an initial research period of two years. At the
end of this period, Genentech and the Group may decide either to extend the research period or to develop
jointly or individually the products resulting from the research or to terminate the contract. The Group has
the right to use the product resulting from the worldwide research, except in the United States, Canada,
Mexico and Japan in return for the payment of royalties to Genentech. Genentech has the right to use the
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product in the United States, Canada, Mexico and in Japan, in return for the payment, subject to certain
conditions, of royalties to the Group. Any intellectual property rights resulting from research and
development activities carried out pursuant to this agreement will be the property of the party that made the
relevant discovery. Joint discoveries will be owned jointly by the Group and Genentech, with the latter also
being responsible for securing and maintaining the relevant patents.

Auxilium (Philadelphia, United States). In March 2004, the Group entered into a licensing agreement
with Auxilium to distribute Testim® 50mg Gel, a gel applied to the skin, worldwide, except for the United
States, Mexico, Canada and Japan. This product was developed by Auxilium using patents belonging to
Bentley Pharmaceuticals. The Group will hold any marketing authorizations awarded. The license also
includes the right to use the Testim® brand name, which belongs to Auxilium.

The agreement also gives the Group an option to license any new products acquired or developed by
Auxilium containing testosterone, as well as any new therapeutic uses of the product. This agreement will
remain in place for a period determined on a country-by-country basis and end no later than on either the
expiry date of the patents held by Bentley Pharmaceuticals in the relevant country or the expiry of a ten-year
period starting on the product’s commercial launch date in the relevant country. When the agreement
expires, the Group will benefit from a free and perpetual license to use all Auxilium’s intellectual property
rights to the product, as well as to use the Testim® brand name. Auxilium will supply the finished product
directly to the Group. In the event of delivery failures or delays, the Group will be entitled to manufacture
the product itself,

Under this agreement, the Group pays Auxilium royalties based on net sales by the Group and its sub-
licensees. These royalties will be reduced in the event of competition from generic drugs or licensing
agreements being signed with third parties with intellectual property rights preventing the product from
being marketed in a market under consideration. The agreement does not provide for any minimum royalty
clause. In addition, the Group buys the finished products at a price that is inversely proportional to the
volumes ordered. Should Auxilium manage to lower the price to below the forecast price, the Group will pay
it fixed amounts calculated in advance and will increase by one or two points the level of royalties paid by
the Group depending on the price cut obtained.

Roche (Basle, Switzerland). In October 2003, the Group signed an agreement with various companies in
the Roche group under which it granted Roche an option on an exclusive license to the rights to develop and
market worldwide (with the exception of Japan and France, where these rights are respectively shared with a
Japanese partner and belong to the Group) a class of anti-diabetic GLP-1 drugs discovered by the Group’s
research activities and notably including the BIM 51077 compound. The Group also granted Roche a non-
exclusive license authorizing it to develop and market certain compounds belonging to Roche using the
Group’s formulation technology.

This option on an exclusive license was granted for a period of three years starting on the agreement’s
effective date in return for the payment to the Group of a fixed option premium payable on the agreement’s
effective date, as well as upon each anniversary of this effective date. Should this option be exercised, Roche
will have to pay the Group an exercise premium varying according to the exercise date. Should this option
be exercised, Roche will reimburse the Group for the development costs incurred by the latter up to the
exercise date.

Until November 7, 2008, Roche will have the option of selecting the compounds to be developed from the
library of GLP-1 compounds. After November 7, 2008, Roche will have the right of first refusal on the
GLP-1 compounds not selected by this date.

Under the terms of the agreement, the Group has also undertaken first to conduct and finance a program to
formulate two compounds (BIM 51077 and BIM 51182) with a view to developing a daily formulation and a
sustained-release monthly formulation of these compounds, and second to carry out Phase II studies on
BIM 51077.

From the date on which it exercises its option, Roche will be responsible for the global development of the
compounds it has selected and will carry the entire burden of related costs. Roche will have to pay the Group
variable amounts depending on the success of various development phases and registration of a product and
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the level of sales generated by the final product. Lastly, Roche -will also pay royalties to the Group under the
license agreement calculated proportionally to sales. Roche will hold the marketing authorizations and will
be responsible vis-2-vis the national authorities for marketing the product. Roche will also manufacture and
deliver the finished products from the Phase 111 trials onwards.

The licensing agreement will expire on: (i) the expiry of the last of the patents on the relevant product, or
(ii) the end of a ten-year period starting on the date of the commercial launch in the relevant country,
whichever shall be the later. Upon expiry of the agreement, Roche will hold a free and perpetual license to
the rights granted. Roche will be entitled to terminate the agreement: (a) within 90 days following receipt of
the Phase I report for any scientific or commercial reasons, (b) at any time in the event of exceptional
toxicity or safety problems, (c) prior to the first application for marketing authorization in return for a notice
period of six months, and (d) at any time subsequent to the first application for marketing authorization
subject to a notice period of 18 months.

Teijin (Tokyo, Japan). In July 2003, the Group entered into a research and development partnership with
Teijin. The Teijin group is a Japanese industrial conglomerate specializing in the production and sale of
pharmaceutical, medical and homecare products, as well as fibers, chemicals and plastics.

This partnership covers the development of four of the Group’s products and the marketing of the products
that complete the development program. The Group’s four products are as follows:

* a sustained-release formulation of a somatostatin analogue (Somatuline® Autogel®).
* a glucagons-like peptide-1 analogue (GLP-1) known as BIM 51077.

The Group has granted Teijin exclusive rights to develop and market Somatuline® Autogel®, SSTR-2 and
PTH and co-exclusive rights to GLLP-1 in Japan. For each of these products, marketing rights will revert to
the Group upon expiry of a ten-year period of commercial use. Teijin will develop the GLP-1, SSTR-2, PTH
and Somatuline® Autogel® analogues respectively in the treatment of Type II diabetes, diabetic retinopathy,
severe osteoporosis and acromegaly.

Somatuline® Autogel® is marketed by the Group in 22 European countries, and is in the pre-registration
phase in the United States and in Phase I trials in Japan. The GLP-1 analogue is currently in Phase II and the
PTHrP analogue in Phase I trials. Teijin will oversee the development and marketing of these products in
Japan.

Teijin will bear the entire burden of costs related to the development of SSTR-2 and PTH and 50% of the
costs resulting from the development of Somatuline® Autogel® and GLP-1. The agreements covering
GLP-1, SSTR-2 and PTH and Somatuline® Autogel® give the Group the power to veto publications.

Secondly, this partnership covers the development and marketing by the Group in Europe (i.e. in the
European Union and countries located to the west of Russia, including Russia) of Febuxostat, a product held
by Teijin and used in the treatment of the symptoms associated with hyperuricemia and known as TMX-67.
Febuxostat is a new xanthine oxidase inhibitor. It has a new molecular structure that differs from that of
allopurinol, the only xanthine oxidase inhibitor currently available on the market. Teijin has granted the
Group exclusive rights in Europe to develop and market Febuxostat, the definitive terms of which are
currently being discussed. Submissions for the registration of Febuxostat are currently being made in Japan
(Teijin) and in the United States.

Febuxostat’s development costs will be borne by the Group, except for the cost of conducting clinical trials
that may be requested by the regulatory authorities prior to the registration of Febuxostat in Europe, which
will be shared between Teijin and the Group. Marketing rights will revert to Teijin upon expiry of a ten-year
period of commercial use. The agreement covering Febuxostat contains a reciprocal clause for the advance
notification of planned publications.

In February 2004, the Group and Teijin added the first additional clause to the BIM 51077 partnership
agreement. Pursuant to this additional clause, the Group granted Teijin an option on all the compounds
belonging to it and forming part of the GLP-1 class.
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Cambridge University (Cambridge, United Kingdom). The partnership agreement that the Group sealed
with effect from January 2001 with Cambridge University covers the development of peptide-based drugs
for the treatment of pulmonary fibrosis and vascular inflammation. Any intellectual property rights resulting
from research carried out pursuant to this agreement will be the property of the party that made the relevant
discovery. In the event of a joint discovery, any request for a patent or any approved patent is made by and
belongs to Cambridge University. If it so wishes, the Group may secure an exclusive worldwide license to
use the rights attached to Cambridge University’s patents. The Group pays fixed annual fees to Cambridge
University.

Astérion Ltd. (Sheffield, United Kingdom). In December 2003, the Group and Astérion entered into a
research and licensing agreement, pursuant to which Astérion is conducting a research program into the
generation of growth hormone agonists and antagonists. This research program is due to be completed
during the first quarter of 2006. The Group contributes to the financing of this program by paying fixed
sums. The strategic priorities and progress of the research work are supervised by a steering committee
composed of representatives from the Group and Astérion. The results of this research belong to the Group.

Furthermore, the Group holds an exclusive worldwide license to use Astérion’s patents and expertise related
to Astérion’s technology with a view to the development and commercial use of any growth hormone
agonists or antagonists. This license has been granted for the duration of the patents, in return for the
payment by the Group to Astérion of fixed sums of which the amount and payment vary according to
progress on the development front, the attainment of sales thresholds with these compounds and the payment
of royalties based on these sales.

Nuvios (Cambridge, United States). In September 2005, the Group signed a licensing agreement with
Nuvios under the terms of which the Group granted Nuvios the exclusive right to develop, manufacture and
distribute a compound belonging to the Group known as BIM 44058 (as well as its analogues) using the
sustained-release formulation technology developed by the Group for the development of a drug used in the
treatment of osteoporosis.

This license has been granted for the entire world, with the exception of Japan (except for the manufacture),
where the Group has already granted an exclusive license concerning this compound to Japanese group
Teijin (see earlier description of the agreement). Furthermore, the Group will have the opticn of promoting
and selling the finished product on a co-marketing basis with Nuvios in France. Nuvios is responsible for the
overall development of the compound and will incur all the relevant costs. Nuvios will also hold the
marketing authorizations and be responsible vis-a-vis the national regulatory authorities for marketing the
product. The Group will also manufacture the compound until completion of the Phase II trials.
Subsequently, following the transfer of the technology, Nuvios will be responsible for manufacturing the
compound and the end product marketed. Nuvios will then supply Teijin for the purposes of marketing the
product in Japan.

Nuvios shall pay the Group variable amounts depending on the success of the development phases and
registration of the end product, as well as according to the level of sales generated by the finished product.
Lastly, Nuvios will pay the Group royalties calculated on a prorata sales basis. Nuvios will have the option
of subcontracting or sub-licensing all or part of its obligations, notably in connection with the Phase III
development work, subject to compliance by the sub-licensees and sub-contractors with all the terms and
conditions of the agreement entered into with the Group. If it grants a sub-license, Nuvios shall pay the
Group a portion of the payments received from its sub-licensee(s). The licensing agreement will end upon
the latest of (i) the expiry of the last remaining patent covering the product or (ii) the expiry of a period of
ten years from the date on which the product was first sold, whichever is the later. Upon expiry of the
agreement, Nuvios is set to benefit from a free and perpetual license to the licensed rights. Furthermore,
Nuvios has the right to terminate the agreement at any time after submission to the Group of the results of
the Phase I results.

Agreements Related to Dysport®

Health Protection Agency (HPA) (Porton Down, United Kingdom). The licensing agreement entered into
by the Group with the HPA covers the botulinum toxin type A complex, which is the active ingredient in
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Dysport®. Pursuant to its agreement of 1994 with the HPA, the Group holds an exclusive worldwide license
until September 2019 to use and sell the botulinum neurotoxin type A produced by the HPA and the
co-exclusive right with the HPA to manufacture this toxin using the HPA’s processes. Under an additional
clause signed in September 2001, the Group has built the requisite installations for the production by the
Group of botulinum toxin type A, with production having started up during 2004. The Group is now free of
the obligation to purchase botulinum toxin from the HPA. Pursuant to this agreement, the Group pays the
HPA royalties based on revenues generated from the sale of products containing botulinum toxin type A,
particularly those realized under the Dysport® brand name, together with minimum royalty clauses.

Inamed (Santa Barbara, United States). 1In July 2002, the Group entered into a 17-year development and
distribution agreement with Inamed covering the Group’s expertise in certain botulinum toxin formulations.
Under this agreement, the Group granted Inamed the exclusive right to develop, sell and market its
botulinum toxin type A formulations for facial aesthetic purposes in the United States, Canada and Japan
under a brand name to be identified by Inamed and owned by Inamed. Outside the United States, Canada
and Japan, the Group will hold a license to use this brand, as soon as it has been identified.

Under this agreement, Inamed finances and conducts the development program helping to secure the
registrations and approvals required to sell the products in the United States, Canada and Japan. According
to the terms of this agreement, the Group files and becomes the owner of the Biologics License Applications
for products subject to FDA approval in the United States and subject to authorizations in the other countries
in which it uses them.

Inamed has agreed to make certain milestone payments to the Group, principally linked to the registration of
a Biologics License Application, FDA approval of at least one of the Group’s manufacturing facilities for a
product and the grant of regulatory authorizations for a product in certain territories. Inamed will also pay
royalties proportional to sales deriving from the products developed under this agreement with guaranteed
minimum royalties.

In January 2005, the Group entered into a preliminary agreement with Inamed covering the exclusive
distribution of certain formulations of botulinum toxin for aesthetic purposes worldwide, excluding the
United States, Canada and Japan. A definitive agreement is likely to be entered into between the Group and
Inamed in late 2005. Upon signature of the definitive agreement, Inamed will make an initial fixed and non-
reimbursable payment to the Group, together with milestone payments linked to the receipt of the
corresponding administrative authorizations in the Major Western European countries. The preliminary
agreement also requires Inamed to pay royalties on future sales.

In November 2005 Allergan (which sells Botox, a product that competes with Dysport) announced its intent
to acquire Inamed. See ‘‘Management’s Discussion and Analysis of the Results of Operations and Financial
Condition — Recent Developments — Offer by Allergan to Acquire Inamed’’.

Thomas Jefferson University (Philadelphia, United States). The agreement that the Group entered into in
May 1998 with Thomas Jefferson University covers a research program aiming to produce modified
neurotoxins (botulinum toxin engineering) through recombinant DNA techniques for the treatment of
neuromuscular illnesses. Pursuant to this agreement, the Group has the right to be granted in return for due
consideration an exclusive worldwide license, including the right to grant sub-licenses, on any patent
approved or patent application related to information resulting from research conducted during the life of the
agreement and during the year following the latter’s expiry. The Group initially paid fixed fees to Thomas
Jefferson University related to the research program.

Agreements in Primary Care

Schwabe (Karlsruhe, Germany). The Group has longstanding links with Schwabe concerning in particular
Ginkgo biloba extracts and EGb 761®, the active ingredient in Tanakan®. The relationship between the
Group and Schwabe was summarized in the cooperation agreement dated July 27, 2005 concerning (i) the
procurement and supply of Ginkgo biloba leaves, (ii) the manufacture of Ginkgo biloba extracts and notably
EGb 7619, (iii) the patents, expertise and EGb 761® brand and drugs containing the EGb 761® extract, and
(iv) research and development activities concerning the EGb 761® extract and drugs containing EGb 761°.
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This cooperation agreement records the fact that the Group and Schwabe hold joint shareholdings in the
following companies, which form the manufacturing chain for either EGb 761® or of other plant extracts:

Agricultural Companies

e Schwabe and the Group each hold 50% of the share capital of two companies, Saint Jean d’Illac and
Garnay located in France and the United States, respectively, which cultivate Ginkgo biloba trees and dry
their leaves (from which EGb 761® is extracted);

¢ Schwabe and the Group each hold an equal percentage (37.5% or 35.75%, depending on the case) of the
share capital in two companies located in the provinces of Shangdon and Jiangsu in China, the activities
of which consist in buying and drying the green Ginkgo biloba leaves sold to Cara Partners (described
below) and to Schwabe.

Irish Companies

* Schwabe and the Group each hold 50% of the partnership shares in Wallingstown Company Limited
based in Cork in the Republic of Ireland, which is involved in the manufacture of EGb 761,

¢ Schwabe and the Group each hold 50% of the joint rights in Cara Partners located in Cork in the Republic
of Ireland, which manufactures and sells EGb 761®. Cara Partners’ partnership deed was renewed with
effect from February 2003. Thereafter, the partnership deed will be considered to be for an unlimited
duration, with each of the partners having the right to terminate it after observing a notice period of six
months; and

Linnea

* Schwabe and the Group each hold 50% of the share capital of Linnea, a Swiss-registered company based
in Locarno in Switzerland and whose activities are manufacturing and selling Ginkgo biloba extracts other
than EGb 761® and other plant extracts.

This agreement provides for exclusive procurement of the Group’s Ginkgo biloba leaves and EGb 761®
extracts from the aforementioned companies. Under the terms of the cooperation agreement, the Group and
Schwabe have agreed to form a steering committee defining procedures for: (i} purchases of Ginkgo biloba
leaves by the Irish companies and Linnea from the agricultural companies, (ii) the manufacture and supply
of EGb 7619 extract by the Irish companies to the Group and to Schwabe exclusively, and (iii) the storage of
Ginkgo biloba leaves and extracts.

Concurrently, Schwabe, which owns the patents covering EGb 761® extract and its method of manufacture,
has reserved the right to manufacture EGb 761® extract to meet its needs in the German market and granted:
(i) to the Irish companies a free license to use its patents (without the right to sub-license them) to
manufacture EGb 761® extract and to sell it exclusively to the Group and Schwabe, and (ii) to the Group a
free license to use its patents (with the right to sub-license them to third parties) to manufacture and sell
drugs based on EGb 761® extract. The Group’s license covering France is exclusive, and Schwabe has
reserved the exclusive right to market EGb 761® extract-based drugs in Germany.

Furthermore, under the terms of this cooperation agreement, the Group and Schwabe have reciprocally and
at no charge granted, subject to certain conditions, the right to use the EGb 761® brand and the right to grant
sub-licenses to it to third parties everywhere this trademark is registered in relation to EGb 761® extract-
based drugs. Lastly, this cooperation agreement has been entered into for the duration of Cara Partners’
partnership deed.

Novartis (Basel, Switzerland), Sanofi-Aventis (Strasbourg, France). In November 1997, Sanofi-Aventis
entered into an agreement with Novartis to market Nisis®, the brand name used to market valsartan (an
angiotensin II antagonist) and Nisisco®, the brand name used to market a fixed combination of vaisartan and
hydrochlorothiazide. Sanofi-Aventis owned the brand names used for both products and secured marketing
authorizations allowing it to distribute, sell and administer these products in France. In March 2003, the
Group entered into an agreement with Novartis and Sanofi-Aventis under which Sanofi-Aventis agreed to
terminate its agreement with Novartis and to transfer to the Group the Nisis® and Nisisco® brand names and
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the corresponding marketing authorizations. At the same date, the Group entered into an agreement to
transfer the brands and a temporary cooperation agreement with Sanofi-Aventis.

Under these agreements, Sanofi-Aventis agreed to transfer to the Group ownership of the Nisis® and
Nisisco® brands, as well as its customer lists and expertise with respect to these products. In accordance with
the brand transfer agreement, the Group paid Sanofi-Aventis certain amounts for the transfer of the brands
upon signature of the related agreements described below and upon the transfer to the Group of marketing
authorizations for Nisis® and Nisisco® and of Sanofi-Aventis’s customer lists and expertise. The transfer of
marketing authorizations for Nisis® and Nisisco® was completed on April 30, 2003.

In March 2003, the Group also signed a distribution agreement with Novartis concerning Nisis® and
Nisisco®. In accordance with this agreement, the Group has a co-exclusive right (together with Novartis,
which retains its right to use the products for its own benefit) to market and distribute Nisis®, Nisisco® and
any other enhancement made to these products in France, Andorra and Monaco. The Group has undertaken
to purchase certain quantities of Nisis® and Nisisco® from Novartis at prices varying according to the dosage
and subject to minimum sales targets revised annually. The minimum sales targets set in the agreement
between the Group and Novartis are determined according to the level of sales posted in the previous year,
increased proportionally with respect to the percentage rate of market expansion in the therapeutic class to
which the product belongs. Should these minimum sales targets not be reached in a given year, the Group
has an additional year to make up for the sales shortfall. Should sales fall below a given threshold, Novartis
will be entitled to terminate the agreement after observing a notice period of 90 days. Novartis may also
terminate the agreement, subject to a notice period of 60 days, should a control event affect the Group’s
ownership. The distribution agreement will remain in force until valsartan’s patent expires in May 2011.

Indena (Milan, Italy). Aside from the Schwabe patent covering the aforementioned Ginkgo biloba
extracts, Indena holds a patent covering the manufacture of Ginkgo biloba extracts containing EGb 761® and
products containing Ginkgo biloba extracts. Pursuant to the licensing agreement that it entered into with
Indena in July 1996, the Group holds an exclusive right to manufacture, use and sell Ginkgo biloba extracts,
including EGb 761® for use in drugs in connection with Indena’s patent and using the latter’s expertise
within the European Union.

For its part, Indena retains the right to sell Ginkgo biloba extracts to customers located in the United
Kingdom, Denmark, Sweden and Finland, but solely for use in non-pharmaceutical finished products (such
as in dietetic foods, food supplements and cosmetics). This agreement remains in force until the patent
covering the European Union expires, i.e. in 2009. The Group has agreed to pay Indena royalties calculated
on the basis of net sales in each relevant country provided that: (i) the relevant patent is valid in the relevant
country, and (ii) Indena’s expertise remains confidential in the relevant country, but in this case until July 4,
2006 at the latest.

Other Agreements

Bayer (Leverkusen, Germany). In accordance with the royalty agreement entered into by the Group in
January 1985, the latter granted Bayer an exclusive license to use and sell products whose biological activity
and chemical structure is similar to that of the procoagulating proteins of human Factor VIII worldwide,
except in the Americas, Japan, Taiwan, South Korea, Hong Kong, Indonesia, the Philippines, Thailand,
Singapore, Malaysia, Australia, Germany, Austria and Switzerland. This agreement notably covers the use
and sale by Bayer of Kogenate®, a human Factor VIII product originally developed as part of a partnership
between Genentech and Speywood (acquired by the Group in 1994). In accordance with the partnership
agreement with Genentech, the Group has the exclusive right to use and sell human Factor VIII products,
including Kogenate®, worldwide except in the excluded territories listed above in which Genentech has the
right to use and to sell Kogenate®.

In accordance with the agreement, the Group has the right to levy a royalty based on net sales of human
Factor VIII products, including Kogenate® and Helixate®, by Bayer and its sub-licensees over a period of
15 years starting on the launch date of the relevant human Factor VIII product. The royalties received by the
Group under this agreement with Bayer have varied significantly since it was first implemented. The amount
of these royalties depends on sales of the relevant products, which are marketed by Bayer. As a guide, the
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Group received royalties amounting to €16.8 million in 2002, €28.4 million in 2003 and €30.5 million in
2004. For the aforementioned reasons, the Group is not and cannot be certain of the level of royalties that it
will receive in the future, since they may increase or decrease significantly. As part of the reorganization of
the Group’s corporate structure, some of the rights to Kogenate® royalties were contributed by Mayroy to
Ipsen Farmaceutica B.V., while the remainder of the royalties were already held by Ipsen Ltd, which was
part of the Group prior to this reorganization. For the purpose of preparing pro forma financial statements,
the Group assumed that this reorganization had been carried out prior to January !, 2002 and thus included
the portion of royalty streams received in the past by Mayroy, i.e. 50% of total royalties, in the pro forma
consolidated financial statements shown in Chapter 5 of this Offering Circular.

This agreement will terminate on the later of the following two dates: (i) 15 years from the launch date of
the relevant human Factor VIII product, and (ii) the expiry date of the last remaining patent protecting this
product. Kogenate® was launched on the market during the second half of 1994 and the last of the patents
protecting Kogenate® expires in April 2009. A patent that may cover the use of Kogenate® and Helixate®
belonging to Chiron and Novo Nordisk was cancelled by the European Patent Office’s in first stage
opposition. Based on the information in the Group’s possession, the Group believes that it is unlikely that
the patent will be validated upon appeal.

Pfizer (New York, United States). The agreement entered into by the Group with Pfizer in December 2001
covers the promotion of Zoxan®. Zoxan® is used to treat benign prostatic hypertrophy (abnormal
enlargement of the prostate). In accordance with this agreement, the Group has undertaken to promote
Zoxan® in France and in French overseas territories and not to market any other drug with the same
indications as Zoxan® for a period of two years following the termination date of the agreement. This
agreement expires on November 30, 2006. Pursuant to this agreement, Pfizer pays the Group fees calculated
on Pfizer’s net annual sales of the product, subject to a guaranteed minimum amount. This agreement
contains a clause enabling Pfizer to terminate it in the event that control of the Group changes hands.

Octagen and Emory University (Atlanta, United States). In September 1998, the Group acquired a
shareholding in Octagen, a US biotechnology company. At June 30, 2005, this shareholding stood at
21.45%. Under the agreement entered into by the Group with Octagen, which includes a partnership with
Emory University, it is able to benefit from the cooperation of international experts in protein engineering.
Pursuant to this agreement, Emory University, which holds the patents licensed to Octagen and which is also
one of the shareholders in this company, conducts research aimed at identifying new biotechnology products
for use in the treatment of hemophilia. Octagen oversees the pre-clinical and clinical development of these
products, and the Group is responsible for managing special projects and the switch to large-scale
production.

In May 1998, Octagen concluded a worldwide exclusive licensing agreement with Emory University. This
agreement covers the latter’s expertise and patents and authorizes Octagen to use, sell and manufacture low
antigenicity products (LAP) and low immunogenicity products (LIP), notably including genes corresponding
to the LAP and LIP compounds in gene therapy and protein infusion. This agreement will end on the expiry
date of the corresponding patents, i.e. no later than in 2021. Pursuant to this agreement, Octagen issued
ordinary shares to Emory University. Octagen has agreed to make milestone payments to Emory University
and variable royalty payments based on sales, subject to minimum annual royalties. Octagen has also agreed
to pay to Emory University a portion of all the royalties paid to Octagen by sub-licensees. Pursuant to this
agreement, Emory University has agreed to conduct permanent research programs into LAPs and LIPs to
identify new biotechnology products for use in the treatment of hemophilia. These research programs are
financed by Octagen.

In September 1998, Octagen in turn signed a worldwide exclusive sub-licensing agreement with the Group
authorizing the latter to use, sell and manufacture products incorporating LAPs and LIPs. This agreement
will end three years after the expiry date of the corresponding patents, i.e. in 2024 in most countries.
Pursuant to this agreement, the Group agreed to make certain milestone payments to Octagen, including
payments linked to Investigational New Drug Applications (IND) at the beginning of clinical trial phases
and to registration with the FDA in the United States. Under this agreement, the Group also pays variable
royalties based on sales, subject to a reduction in royalties if sales do not reach a minimum threshold. The
Group has the right to terminate the agreement at any time and for any reason, subject to observance of a
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notice period of one year subsequent to which Octagen retains all rights to data generated under the
agreement. In accordance with this agreement, Octagen agreed to conduct pre-clinical and clinical trials
financed by the Group. The Group’s participation in financing this research, which lasted for three years, is
now at an end. The agreement stipulates that the Group will manage any project or dossier (including the
payment of filing costs) and will be the owner of any registration or regulatory approval dossier.

As part of the relationship between the Group and Octagen and the corresponding licensing and sub-

licensing agreements, the Group is currently pursuing Phase II clinical trials with a compound known as
OBI-1.

Expansia (Aramon, France). The Group has entered into a distribution agreement with Expansia (which
PCAS acquired from the Group in 2001) concerning the supply of certain products, including troxerutin, one
of the active ingredients in Ginkor Fort®. Pursuant to this agreement in force since January 1, 2001, the
Group has undertaken to order a minimum aggregate quantity of products from Expansia that diminishes
each year. The agreement was entered into for a period of six years.

Intellectual Property

The Group’s intellectual property strategy consists of seeking protection for patents, copyright and brand
names in relation to its products and processes and to defend its intellectual property rights vigorously
throughout the world.

Patents

The Group considers that protection of its patented technologies and products is essential to the success of
its activities. At May 31, 2005, the Group held 2,366 patents, 1,658 of which were issued in European
countries and 208 in the United States. At the same date, the Group had 1,803 applications for patents being
considered, including 129 in Europe, 42 international applications and 156 in the United States.

Most of the European and international patent applications included in this list and targeting by definition a
large number of countries, will give rise to patents issued in many of these countries. In other words, these
129 European and 42 international patent applications should lead to the issuance of far more than 171
patents.

In countries in which the Group is seeking legal protection through patents, the length of legal protection
afforded to an individual product is generally 20 years from the date on which the Group’s patent application
is filed. This period of protection may be extended in certain countries, particularly in the European Union
and in the United States. The protection granted, which may also vary from country to country, depends on
the type of patent and its scope. In most industrialized countries, any new active ingredient, formulation,
indication or manufacturing process may be afforded legal protection. The Group conducts ongoing checks
to protect its inventions and to act against any infringement of its patents and commercial brands.

The following table shows the expiry dates of the patents currently held by the Group covering its principal
products. The Group enjoys protection through intellectual property rights under licensing agreements for
products and compounds that were patented by other companies.

Product Patent Holder Patent Expiry Date

Target areas

Oncology
Decapeptyl®:
— pamoate formulation.... Debiopharm 2010 (Europe/United States)
— acetate formulation....... — Syntex patent now expired
Diflomotecan............c......... Ipsen 2016/2018 (Europe) and 2016 (United States)
BN 800927 Ipsen 2016/2018 (Europe) and 20