e

. \\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\

0601397

MICROFICHE CONTROL LABEL

REGISTRANT'S NAME &JA‘Q)W\)
* CURRENT ADDRESSJ R o PROCESSED

JUN 05 2008
THOMSON

«*FORMER NAME

**NEW ADDRESS

FILE NO. 82- (:3 L[ 95\_6 “FISCAL YEAR /;ZE%/ "L}[
o Complete for iniial submissions anly ** Please noce mame axd eddress changes

12G3~48 (INITIAL FILING) AR/S (ANNUAL REPORT)

STPPL  (OTHER) |

-

OICF/BY: m

12G32BR (REINSTATEMENT)

DEF 14A (PROXY)

AL

P

P

A T

R =




SR




Chapter

5.1 History and development of the Company and of the Group 22

5.2 Investmenis

Principal activities

sections 6.1 and 6.2.

Principal markets in which the Group operates
Exceptional events that influenced the information given in

6.4 Extent of the Company's dependence on patents or licences,

industrial, commercial or financial contracts or new

manufacturing processes

6.5 Elements on which the Company’s statements concerning its

competitive position are based

6.6 Regulations

7.1 Organisational structure
7.2 Restructuring

Property, plant and equipment

8.2 Environmental issues

9.1 Maijor developments in the period under review

9.2 Analysis of results

10.1 Analysis of the cash fiow statement
10.2 Analysis of debt

8.1 Industrial sites, real estate properties and eguipment

11.1 Research and Development
11.2 Intellectual property

Information on trends

12.1 Technical and regulatory situation in France

12.3 Product trends

84

12.2 Other measures introduced to reduce public health spending 84
84

84

12.4 Productivity drive

13.1 Resuits forecast

13.2 Report of the statutory auditors on results torecasts

14.1 Members of the administrative, management
and supervisory boards

Administrative, management and supervisory

Chapter

Page

14.2 Conflicts of interest involving directors and executive officers 88

14.3 Directors’ and executive officers’ interests
in the Company and the Group at 16 March 2006

15.1 Global amount of compensation and benefits
paid to directors

15.2 Bonus shares allotted to directors and executive officers
15.3 Stock oplions allotted to directors and executive officers

15.4 Agreements entered into by the Group with
executive officers or key sharehoiders

15.5 Loans and guarantees granted o executive officers

16.1 Organisation of the Company's governing bodies

16.2 Service contracts with members
of the Company’s governing bodies

16.3 Board Commiltees

16.4 Internal control

98

17.1 Human resources
17.2 Employee incentive schemes

Main shareholders

18.1 ldentification of the shareholders
18.2 Voting rights of shareholders
18.3 Shareholders’ agreements

18.4 Undertakings/Agreements likely to cause
a change of control of the Company

Financial information concerning the Company's
assets and liabilities, financial position
and profits & losses

20.1 2005 consolidated financial statements
20.2 Pro forma financial information

20.3 2005 separate financial statements of the parent company

Additional information

21,1 Share capital

21.2 Articles of Incorporation
21.3 Dividends

214 Market in Ipsen shares

Material contracts

22.1 Agreements in therapeutic areas targeted by the group
22.2 Agreements in primary care
22.3 Other agreements

Third party information, statements by experts
and declarations of any interests




TPSEN

Innovation for patient care

Sociéte anonyme with a share capital of £84,024,683
Registered office: 42, rue du Docteur Blanche, 75G18 Paris, France
419 838 529 RCS Paris

REGISTRATION DOCUMENT
2005

Year ended 31 December 2005

o
W
£

Fursuant to the provisions of ds general regulation, in particular article 212-13, the Aulorile des
marchés financiers {(AMF) has registered this registration document on 26 Aprit 2006 under number ; .
F:.06-0039. v the provisions of article?
regutation 809/2004 of
Aprit 2004 readers are referred
the prospectus for lpsen recorded
14 October 2005 under.

ﬁCO{pantion by reference:

This decument may not be used in support of any financial operation unless it is accompeanied
by a prospectus approved by the AMFE This document has been prepared Dy the issuer, and its
signatories assume responsibility for its contents. The registration pursuant to the provisions
of article L. 621-8-1-] of the French Monetary and Financial Code has been granted after
the AMF has verified “whether the document is complete and comprehensible and whether
the information # contains Is consistent”. it does not imply a validation by the AMF of the
sccounting or financial information presented herein.

This registration document is a transiation of the official document de base registered

with the AMF and is for information purposes only, In case of any discrepancy between / atements fincluding the audilors ;epeﬁsg; ang
inis registration document and the document de base, the document de base will bor ation prepared under French GAA

govern.

document 2005




registrationdocumen Ss stated:oft erwi(s‘e‘,(the terms
refer to Ipsen 'SAdnd theterm “Grolp™
ariggiand shareholcings: i i

g will 28
getration




Persons responsible

......... Person responsible for the registration document ag:
........... Attestation of the person responsible for the registration document 4
,,,,,,, Person responsible for financial information 1 4
Iindicative financial reporting timetable 4

?”;‘ i%ﬁ}ﬂ ~ Ragistration document 2005
L 9




Persons responsible
Person responsivle for the registration document

1.1 Person responsible for the registration document

NMir Jean-Luc Bélingard, Chairman and Chief Executive Qfficer of Ipsen.

1.2 Attestation of the person responsible for the registration document

‘I affirm that having taken all reasonable care to ensure that such is the case, the information contained in this registration document is. fo the best of my
knowfedge. in accordance with the facts and contains no omission fikely 1o affect its import.

The Company has oblained a letter from its statutory auditors certifying that they have verified the financial and accounting information provided in this
registration document in accordance with the practice and professional standards applicable in France. and that they have read the document as a
whole.”

Jezan-Luc Bélingard

Chalrman and Chief Executive Officer.

1.3 Person responsible for financial information

Claire Giraut
Chief Financial Officer

David Schilansky
Investor Relations Officer

Ipsen

42 rue du Docteur Blanche
75016 Paris

Tei: +33 (0)1 44 30 43 43
Fax: +33(0)1 44 30 43 21
contact.investisseurs@ipsen.com
www.ipsen.com

1.4 Indicative financial reporting timetable

2 May 2006: First-quarter 2006 sales
2 Jung 2006: Annual general mieeting
1 August 2006: First-half 2006 sates
6 September 2006: Interim 2606 results
30 October 2006: Nine-month 2006 sales
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Auditors
Statutory auditers

2.1 Statutory auditors

Cieloitte & Associés

Represented by Christophe Perrau
185, avenue Charles de Gaulle
ELP. 136

92524 Neuilly-sur-Seine Cedex

First appointed at the Annual General Meeting of 10 April 2002.
Current term ends at the conclusion of the Annual General
Meeting held to approve the financial statements for the year
ending 31 December 2009.

2.2 Alternate auditors

ELEAS.

Represented by Alain Pons
7-9, Villa Houssay

92524 Neuilly-sur-Seine Cedex

First appointed at the Annual General Mesting of 10 April 2002,
Current term ends at the conclusion of the Annuat General
Meeting held to approve the financial statements for the year
ending 31 December 2009,

KPMG Audit

Department of KPMG S.A.
Represented by Catherine Porta
1, cours Valmy

92923 Paris La Défense Cedex

First appointed at the Annual General Meeting of 18 june 2005.
Current term ends at the conclusion of the annusl generat
meeting held to approve the financial statements for the year
ending 31 December 2010.

Jean-Paul Vellutini
1, cours Valmy
92923 Paris La Défense Cedex

First appointed at the Annual General Meeting of 18 june 2005.
Current term ends at the conclusion of the Annual General
Meeting held to approve the financial statements for the year
ending 31 December 2010.

2.3 Fees paid by the Group to the statutory auditors
and members of their networks

Audit services )
oo comaatisted fanas dtements 17385 2 1697 0
Audit related services B 30 - -
Sub-total 1,385 462 1,697 430
Other services . ;
Legal, fiscal and payroll 3 80 e
Information techﬁdtdgy - - - -
. Internal audit ‘ - - - -
' Other - 4 3 3
Sub-totat - 7 83 80




Since the Group sold its primary care business In Spain (except for
Tanakan®) during October 2005, the Group is presenting this business
as a discontinued operation retroactively from 1 January 2005 in its
consolidated financiai statements. As a result, 2005 operating prefit does
not include items relating to that business, which posted 2005 saies of
€16.7 mition, whereas those tems were included in 2004 cperating proft,
with sales of €16.3 miliion. Comparisons in this review were prepared
with operating profit excluding the business sold in 2005, and therefore
on a comparable structure basis.

Tne comments presented in this registration document in relation to
20304 and 2005 thus concern pro forma consolidated financial statements
preparedin accordance with IFRS. To make this document easier to read,
the term pro forma wil not be inciuded inthese comments. The pro forma
consoidated financial statements treat the Group's business activily as
it the Group's legal restructuring completed at the end of June 400‘* had
taken place prior to 1 January 2002. The statutory audi
report on the pro forma financial statements. The consoiidated fnancial
statements for 2004 and 2005 appear In note 26.1 of this registration
document, while the pro forma financiai staternents are presented in
note 20.2.

The Group’s 20G5 financiai statements show a strong increase in
consolidated net profit {Group share), which totalled €148.6 million.
up 26.4% vs. 2004. Cver the same period, nat profit from continuing
aperations grew al an even stronger rate of 37,5%.

The Group’s key financial data is shown in the following table:

Selected financial information

Consciidated sales advanced oy 7.4% against 2004. The increase was
fuelied py the growth of products in targeted therageutic areas and
strong sales momentum in international markets, despite downward
orice pressures in the Major Western European Countries (Germany.,
Spain, France, Iltaly and the United Kingdomy. Other revenues were up
€17.5 million, representing a 27.6% increase vs, 2004, spurred by growth
in royalties and milestone income.

The Group incurred no restructuring costs or impairment losses during
2005. By comparison, treported €10.4 milionin restructuring costs and
£€10.8 milion in impairment iosses in 2004, Qperating income improved 1o
23.0% of sales, compared with 20.8% on a comparable structure basis

and 20.5% as published at 31 December 2004, despite an increase in
research and developmant expenses to 20.9% of sales in 2005 from
19.1%in 2004, Tre effective taxrate in 2005, which amounted to 19.1%
of conselidated net profit from centinuing operations before tax in 2605,
improved compared with 28.6% in 2004, and notably benefited from the
non-recurring recegnition of deferred tax assets at some of the Group’s
subsidiaries.

At 31 December 2005 following the capital increase carried oul in
conjunction with the Group's IPC, net cash amounted to €138.8 mition,
compared with net debt of €145.8 million at 31 December 2004,

cormparable
Sales 807.1 : 751.5 7.6%
Operating profit 185.3 156.5 18.6%
Net profit from continuing operation 1646 105.2 37.5% -
Net prof:t attrnbutable to the Group 148.6 i 17.6 26.4%
Earmngs per hare from contmumg operat ONS fin éuros] 214 1.79 19.6%
Earnings per share {nevros; . 2:20 2.01 9.5%
Average number of shares durin\g theyear 67,418,123 ‘ 58,605,000
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Risk factars
Risks related {o the Group and s strutture

The Group carries on business in an environment which is undergoing
rapid change and which poses a number of risks for the Group, some
of which are outside its control. Investors are advised to give careful
consideration to all the risks set out below and to all the information
contained inthis registration document. The risks and uncertainties setout

4.1.1 Dependence on products

&

The Group relies on two products, Decapeptyl® and Tanakan?, for a
supstantiai part of its sales.

Decapepty!l®. In 2003, this product generated sales of €210.6 milion,
representing about 26.1% of the Group's consoiidated sales. Due to
this high percentage of its consolidated sales, the Group is exposed to
s%éniﬂcami risks which could arise from factors such as the development
cf lcompeimg products or generic products, the adoption of unfavouraile
regulatory decisions or the filing of claims in refation to defects or side
effects connected with this product. If the Group had to deal with any of
these difficuliles, this could petentially have a significantly unfavor
impact on its business, its financial situation or its resuits. The formulations
cf Decapeptyl® marketed by the Group include a daily formulation, a
ne-month formulation and a three-month formulation. The Group has
w sustained-release formulations at the clinical tnals stags, but cannot,
Fowever, guarantee the success of these trials, Certain of the Group's

o0

The Group is dependent on the setting of prices for medicines and is
vuingrable io the possible withdrawal of cel products from the list
of reimbursable products by governments or by the relevant regulatory

althorities in the countries where it does business.

Inlgeneral terms. the Group is faced with uncertainties as regards the
fixing of prices for all its products, because cver the last few yaars 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
recormnmand the use of generic medication in several countries by
means of laws relating to generic substitution, which authorise or require
pharmacists issuing medication, wherever poss to substitute a
less expensive genaric medication for a medication from the original
pharmacedtical laboratory:

the price controls exercised by governments in nurmerous countries,

* | other restrictive measures which limit increases in the costs of medical
senvices; and

* | paraliel imports which enabie wholesalers to make use of differences in
market prices by puying medication at lower prices in certain markets
to sell them in other markets at higher prices.

Registration vocument 2005 -

4.1 Risks related to the Group and its

pelow are not the only ones facing the Group. Other risks and uncertainties
of which the Group is not currently aware or which it does not consider
to be significant could also have a negative impact on its business, its
financial situation or its resuits.

structure

competitors are also developing formulations with a sustained-release in
excess of three montns, some of which are alreacly marketed in the United
States. in the event that these formulations are marketed in countries
in which Decapepty'® is markeled, the sales and resuits of the Group
could be affected.

Tanakan®. In 2005, this product generated sales ¢f €121.C milien,
including 73.2% in France {.e. 15% of the Group's consclidated sales).
In aletter dated 22 February 2006, the French heaith authorities notified
tne Group of their intention of reassessing the health benefits of Tanakan®.
Following this exercise, the status and/or grice of Tanakan® could de
modified (see section 4.1.2 below).

4.1.2 Dependence on the prices for medicine and their
inclusion in the list of reimbursable products

Sparked by government intervention or market pressures in some
ntries, lower drug prices negatively impacted sales to the tune of
ionin 2005, comparad with 2004. In the year ended 31 December
2005, these impacts reduced sales growth by 1.1 percentage points.

The commercial success of the Group's products dependsin partonthe
proportion of their price that is reimbursed 1o patients by private medical
insurance companies, medical insurance bodies or pubiic health service
orogrammes.

The continued sale of a drug through the OTC channet after its delisting
does not necessarily prevent a contraction inits sales, the key tactor being
whether patients themseives agree to bear the cost of their treatment.
Based on events following the deiisting of other drugs in France, as well
as in Other European Countries, products affected by such measures
usually show a decline in their sales. As a result, assuming that a drug
marketed by the Group, sales of which contribute a significant pertion
of its sales, were to be delisted, this measure would be table 10 have an
unfavourable impact on the Group's business activities, financial condition
ings. This said. the Group would nonetheless retain the option
nto an agreement with a partner to market through the OTC
channel the drugs that nad been deiisted, which may curb the adverse
impact of any delisting on its business activities, financial condition and
earnings.




These risks are illustrated in the following example:

* In France, three of the Group's products have peen subject to
eassessiment since 2004, in order to examine whether they should
continue 1o be paid for by the medical insurance bodies:

ginkor Fort®. Faollowing the notice issuad on 15 September 2005

by the French Supreme Heaith Autherity recommending the removal
:of 221 speciality drugs from the list of reimbursable drugs, including
gl! mermbers of the veinotonic class of drugs including Ginkor Fort®,
yhe French government published a notice in the Official Journal of
28 January 2006, under the terms of which the level of reimbursement
lNas to belowered to 15% between 1 February 2006 and 31 December

|

‘[2007, These drugs wili then be withdrawn from the list of reimbursable
g‘:ugs from 1 January 2008. In addition, pursuant to a sugplemental
agreement between the Group and the Economic Committee for Health

|
Froducts In France, notice of 2 15% reduction in the drug's price was
published in the Official Journal on 3 February 20086;

ltaedelix‘"% Based on the notice issued on 15 Sepiember 2005 by the
French Suprerme Health Authority, & ministerial decree published inthe

fficial Journal on 25 January 2006 delisted Bedelix (€9 rnillion, i.e.
p 1% of 2008 consclidated sales) from the list of reimbursable drugs
from 1 March 20086:

Iranakanf? The notice published on 25 Feoruary 2004 by the
Transparency Commission stated that Tanakan's nealth benefits
were insufficient in two indications: the symgtomatic treatment of
intermittent claudication caused by chronic occlusive arteriopatny of the
lower limbs, and the symptomatic treatment of pathologicat cognitive
and chronic sensory disorders in eiderly patients, except in cases of
Alzheimer’s disease and other dementias. Ina letter dated 22 February
2008, the French health authorities notfied the Group of their intention
of reassessing the health benefits of Tanakan. Following this review,
the status and/or price of Tanakan may be altered.

To justify the reimbursement of Tanakan®, the Groun is endeavouring
to validate the clinical cenefits of this product in the treatment of age-
related cognitive impairment and behavioural disorders. The Group
i§ investigating EGb 761%, the Ginkgo biioba extract in Tanakan®, for
Ehe treatment of neurodegenerative disorders, such as Alzhelimer’s
disease. Over 8,00C patients have been enrolled in these research
Erogramzﬂes‘ and eight clinical studies are currently in progress

see in particular section 11.1.7 of this registration document}:

— The Nationa! Institutes of Health (US) are currently sponsoring four
clinical trials, one ofwhich is a study relating to the prevention of mild
cognitve impairment (MCI} in patients over 85, and one of which is
a study refating 1o the primary prevention of Aizheimer’s disease in

411.3 Use of dangerous substances

Tne Group uses dangerous substances 1o carry onits business and any
claim relating to the improper handiing, storage or treatment of these
suibstances could be costly.

The Group's Research and Development programmes, its pre-clinical and
clinicat trials and its manufacturing and distribution business involve the
controlied storage, use and processing of dangerous substancss, toxing,
chernical and biological agents and radivactive molecules. The Group is
subject tolaws and regulations governing the use, manufacture, storage,
handling and processing of such substances and waste. Although the
Group considers that the safety measures it iakes in respect of the
hahdling and processing of dangerous substances satisty the standards
leict down by the laws and regulations in force, the risk of accidental

Risk factors
Risks related to the Group and its structure

patients over 75 and in goed heaitn. The 3,000 patients for this study
have now been recruited, and the preliminary resuits are expecied
in 2008,

i

The Group is the sponsor of four other studies in Eurcpe,
including:

the GuidAge study assessing the effectiveness of EGb 761% in
the prevention of Alzheimer’s disease in patients of more than 70
years of age presenting with a spontaneous mnesic complaint.
The 2,800 patients were recruited by September 2004 and their
treatment will continue for five years,

a study assessing the efficacy of EGb 7612 in cognitive disorders
in patients with Aizneimer’s disease and related behavioural and
psychologica: disorders.

Furthermere, the Schwabe group, which is one of the Group’s
partners, published in September 2005 the very encouraging resuits
of aclinical trial confirming the efiicacy of EGb 7612 in proven dementia
where cognitive deficiencies are associated with neuropsychic
symptems, such as depression, anxiety, irritability and apathy.
These patients account for the vast majority of patients suffering from
Alzneimer’s disease in normal clinical practice. For the duration of the
therapeutic trial, EGb 761% ied to a tangibie improvement in cognitive
functions, as well as in neuropsychic symptoms and daity activity of
the patients treated with the drug.

* [n the United Kingdom, the price of drugs was cut by an average of
795 with effect from 1 January 2005,

+ In Belgium, Decapeptyl® prices were reduced by 14% on 1 July 2005
followed by & second price reduction amounting to 2% in September
2C05.

® |n Spain, a cut of 4.2% in the price of medications was intreduced on
1 February 2008.

¢ [n Raly, the Health Ministry announced a 4.4% price reduction from

16 January 20086 for all pharmaceutical products reimoursable, along
with an additional 19 discount cn saies to wholesalers.

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 Hiability incurred couid
exceed the limit of insurance cover taken out by the Group, or even
not e covered at all, The Group might be unable to maintain insurance
coverage on satisfactory tarms, or to obtain any insurance. The Group
could incur substantial costs in order to comply with current or future
faws and regulations relating 1o the envircnment.
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Risk factors
Risks refated 1o the Group and ifs structure

A number of products that the Group Is developing are still at the very
fir‘si stages of development and the Group cannot be certain that these
perducts will be approved by the competent regulatory authorities and
that they will be successtully marketed.

it 1he products that the Group is deveioping are not approved during
chmca and pre-clinica trizis or if they are not approved by the regulatory
amhom es, this will have a negative impact on the growth of the Group.

QOf the twenty-one principal development programmes that the Group
is currently pursuing, four are at the pre-clinical irials stage, three are at
chase | of clinical trials and fourteen are at phase ll or phase I of clinical
trials. Several years can elapse before a product is approved and # may
ke that the Group will fail to launch some of its new products on the
market. Anew product can also appear 1o be promising at a preparatory
stage of development or after clinical trials but never be launched on the
market or be launched on the market but fail to seil. This can happen for
aricus reasons inciuding:

<

products can prove to be ingffective or to cause side effects which
outweigh their therapeutic tenefits during pre-clinical or clinical trials;

® the Group could fail to devise adequate and satisfactory ciinical trials
during nre-clinical trials or gt the very beginning of clinicat trials;

* the Group could fail tc obtain licences from the competent reguiatory
autharities to allow it to conduct the necessary clinical trials or could
pe obliged io repeat triais to comply with reguiations in different
unisdictions;

Injerder 1o manufacture and market several of its products, including
ee of its main products, the Group depends on intellectual property
rights held by third parties.

|

ig 11F\,cctq,1 proﬁertj fuqhts \oartvfu

th'at are t‘n—e owners of those righis or are authorised to license their use
under a sub-licence. Three of the Group's main products, Decapeptyl®
(sales of which represent about 28.1% of consolidated sales for 2008),

Dyspor‘t@ {sales of which represent about 11.5% of consclidated sales
2005) and Somatuiine” (sales of which represent about 10.1% of
consolidated sales for 2005) are manufactured and marketed under
licence from third parties. Although the Group currently has good relations
1 these third parties and nas taken the necessary steps to protect
its interests in the contracts entered into for this purpose, it cannct

riy Nateﬂta know how aﬂdtraficmqrw

The Group is dependent on the support of third parties 1o ensure the
uccess of its Research and Develooment portfolio and its inability to
ecure such support or any shortcoming in s control of such third parties
cauld have a negative impact on the Group.

o

&

The Group enters into cotlaboration agreements with third parties to
enhance its Research and Development portfoio. The Group desends on
: technology and know-how of third parties both 1o undertake research

=

Reqgistration document 2005 -

.1.6 Dependence on third parties to ensure
the success of the Research and Development porifolio

& the Group could fail to obtain the necessary licences from the competent
regulatory authorities to selt its products on certain markets or on any
markets;

it could prove to be too costly or difficutt to manufacture new products
on alarge scale;

L]

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

tne Group could be unable to find a distributor to market #s products,
orits partners in the context of jointly developed products could decide
not to market its products:

£l

the Group's products could fail 1o obtain the support of the market;

-

the Group's competilors could develop more effective products or
praducts which, for other reasons, obtain more support from the
market;

new prockucts could render the Group's products obsolete; and

® the Group coldd fail to sell its products at prices which wouid enable it
1o realise a satisfactory return on its investment.

.1.5 Dependence on intellectual property rights held by third parties

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.
For exarmple, the Group could find Hself unable to negotiate new kcence
agreements or collaboration agreernents in the future or to maintain the
terms of contracts at a level which is al least as advantageous as the
contracts already conciuded. In addition, the deveiopment and sale of
certain products in the future could depend on the terms of the licences.
Finally. the Group's ability 1o grant exclusive patent ticences or patent
sub-licences to third parties couid be imited by rights neld by other third

parties in respect of the same patents or by such third parties in respect
of other patents (see, for instance, section 6.1.1.3.2.2. in the Industrial
Property section with respect to NutropinAg®).

into new molecules and to carry out pre-clinical and clinical triais. 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 ther
coligations pursuant to these collaboration agreements. The Group

I

could find itself unabie to maintain coiaboration agreements in force
on acceptable terms or coud be unable 1o conclude new coliaboration
agresments on satistectory commercial terms. Insofar as the Group is
unable to maintain or conclude such agreements, it would haveto deveiop




nroducts at its sole expense. Such a situation wouid have the effect of
increasing the Group’s capital requirements or of limiting or delaying its
development in other areas, In addition, the Group's partners could fail

3

The Group depends on third parties to develop and market some of its
prpducts, which generates substantia royaities for the Group, but these
third parties could behave in ways which cause damage to the Group's
business.

The Group deveiops and markets some of its products in collaboration
with other pharmaceutical companies. The Group has entered into
irportant collaboration agreements, in particuiar with Medicis, Bayer
and Roche. Tne royalties received oy the Group from some of these
cartners contribute substantially to the Group’s operating resuits and
cash flow. When the Group markets its products pursuant to collaboration
agreements, it exposeas ifself to the risk that certain decisions, such as
the preparation of budgets and promotional strategles, are controlied 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

Certain products of the Group of biclogicat origin are made of materials
stocks of which can only be renewed if regulatory approvals are obtained.
Inthe case of certain of its products of biological origin, the Group has
stocks of active ingredients which are the subject of the reguiatory
approvals necessary when marketing products which contain any such
ingredients. When the Groug manufactures new batches of such active
ingredients or alters the process of production thereof, it has to obtain
new reguiatory approvas for such batches prior o marketing the preducts
containing any such ingredients. The Group plans the studies it considers
necessary 1o obtain these approvals well in advance. it cannot guarantes,

The coliaboration between the Group and third parties exposes the Group
tolthe risk that the third parties concerned rmight claim the benefit of
irdgiiectual property rights in respect of the Group's inventions or might
t ensure the confidentiality of the Group's unpetented technoiogy.

=
o

The Group provides the third parties with which & collaborates {including
universities and other pubiic or private entities) with information and data
irtvarious forms relating to the research, developmeant, manufacture and
marketing of its products. Despite the precautions taken by the Group
with regard to these entities. in particuiar of a contractual nature, they (or
certain of their mempbers) could claim ownership of intellectual property
rights arising from the trials carried out by their employees or any other

Risk factors
Risks related to the Group and its structure

to fulfil their obligations or to perform them in a satisfactory manner, and
this would give rise {0 delays and lead to expenses for the Group.

4.1.7 Dependence on third parties to develop and market some products

those agreements. The Group cannaot be certain that its partners will
fulfii their obligations and it might be unable to obtain any benefit from
those agreements. in addition, the Group’s partners couid choose to
develop their existing new products rather than the products marketedin
collaboration with the Group. Finally, even if it had the means of obtaining
redress against its partners in the event that they caused it damage,
the Group Is not in & positicn to ensure that its partners have sufficient
insurance coverage to cover the whole of their liability in respect of their
business, whether as regards third parties or as regards the Group.

Ifthey did not have sufficient coverage, the Group could be obiiged to bear
a substantial part of the damage thus caused, directly or indirectly, and
this could have a negative Impact on its business, its financial situation
orits results.

4.1.8 Dependence on public authorities to obtain regulatory approvals

however, that the work carried out in this context wit necessarily vieid

he expected results or that the regulatory authorities will be satisfied
with the resuits of such waork and will issue the required licences in time.
In the event that the Group failed to obtain such new approvals or only
chtained thern significantly later than anticipated. it could find itself out
of stock of prociucts containing such active ingredients.

Such a lack of stock could have a significantly unfavourabie 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.

4.1.9 Risks connected to the intellectual property rights of the Group

ntellectual property right refating to the Group's products. In addition,
where their own inteliectual property rights are concemed, these entities
could refuse to grant licences 1o the Group onterms acceptable to . The
Group also depends on unpatented technology, methods, know-how
and data which it considers to be industrial secrets. Their protection is,
in particular, ensured by the conclusion of confidentiality agreements
betwesn the Group and its employees and consuftants and some of is
subcontractors. The Group cannot be certain that these agreements or
any other type of protection for its industrial secrets wiil be effective or
that in the event of their breach, satisfactory means of redress will be
avallabie.
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Risk factors
Risks relafed {0 the GFUL’;J and its structure

The Group's business requires substantial investrment. If the Group is
unable to provide additional funds when needed, it may find itseif obliged
to delay, scale down or terminate some of its development programmes
orto 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 capital
requirements will depend on several factors, including, in particular:

¢ the continuous progress of #s Research and Development programmes
and the extent of those programmes;

* the scope and results of the pre-clinical and clinical trials conducted
by the Group;

* the time and expense invcived in obtaining regulatory licences;

. t‘he ability of the Group 1o keep existing collaboration agreements in
force and to conciude new collaboralion agreerments;

* the costs connected with increases in manufacturing capacity and
effective marketing:

® the costs associated with the creation of new estabiishments where
required:;

he volumes of sales and royaities in respect of the current and future
products of the Group;

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 Ching, Russia and other countries of Central
nd Eastern Eurcpe. The risks incurred by the Group which are specific
yithe international business are numerous and include, in particular:

jul

t

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

-

isks associated with the diffcuities 1o construe or implement certain
specific regulations;

-

isks associated with mitations on the repatriations of profits:

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

As a manufacturer of medication, 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
wauld not be approved by the competent reguiatory authorities and couid
be dangerous. Insofar as the counterfeit products were sold as those ¢f
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4.1.12 Risks connected to the sale of counterfeit products

& the expenses connected with the preperation, g, conduct and
enforcement of claims relating to patents and other intellectual property
rights; and

¢ the expenses connected with obtaining and maintaining the licences
necessary for the use of patented technology.

Although the Group considers that it has sufficient cash flow 1o finance
its current business, it might need to raise addiional funds to dsvelop
its business, whether through increases in its share capital, borrowing,
entering into coliaboration agreements, paricipating in sponsored
research prograrmmes, or by any other means. The Group cannot be
certain that # will be able 1o ralse the funds it may possibly require on
satisfactory terms. 1f it proved unabile to do so, it might have to delay.
reduce or agandon expenditure on certan Research and Development
programmes, seek to optain finance by means of agreements with
partners collaborating with it, or grant rights to develop and market new
oroducts 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, insofar as the Group increased its share
capital by issuing new shares, the sharehoidings of the Group's existing
shareholders would be diluted.

4.1.11 Risks connected to the international business of the Group

-

risks asscciated with variations in exchange rates;

risks connected with the deferral of validity of various intellectual
propery rights:

-*

risks associated with various employment reguiations;

*

risks associated with political or economic changes affecting a given
region or country,

&

risks connected with increased difficulties of recruitment of personnal
and management of operating entities abroad; and

¢ the abisence of an infernational agreement on reguiatory standards.

the Group, itsreputation could be affected and the confidence of patients
in the Group's products could be undermined. In addition, the Group’s
products could be withdrawn from the market in the event of sales of
counterfeit products., [ the confidence of patients or of prescribers of the
Group's products was damaged or if the Group was forced to withdraw
products from the market, the sales and the resuits of the Group couid
be reduced.



Tzw‘e Groupis dependent on certain essential management executives and
scientists, the loss of whom could damage the Group’s competitiveness

and impair the Group's ability to achieve its ablectives.

!

The Group's success depends in large part on certain essential
management executives and sclentists. The departure of such personnel
could damage the competitiveness of the Group and compromise its

The Group carries on business in well-established markets where
de‘ve!opments are rapid and competition is intense. The Group’s
c»:)‘mpelitors include, in particular, the large international pharmaceutical
grc‘gups whose size, experience and capital resources are greater than
those of the Group. Consequently, the Group cannct be certain thal its
ne‘w products:

# will be able tc obtain the necessary regulatery approvals or be present
on the market more quickly than the products of its competitors;

* will be able to compete consistently with safer, more effeciive or less
expansive producis marketed by certain large competing groups,

* will adapt sufficiently guickly to new technologies and scientific
advances:
& will be preferred by medicai centres, docters or patients to treatments

| ) :
currently used for the same pathologies; or

The Group invests very substantial sums in Research and Davelopment
inlorder to remain competitive, and will not be able to recover these
invesiments if the clinical trials of the Group's products are not as
successiul as anticipated orif such products do not recelve the necessary
reguiatory licences.

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 subsiantial resources
every year to Research and Development in order to perfect new
croducts. kven if the efforts of the Group's Research and Development
tear fruit, its competitors couid develop more effective products or could
successiully introduce a larger number of new products to the market. In
2008, the Group spent €169.0 milion on Research and Development,
wiich represents about 20.9% of its pro forma consolidated sales. The
Group's current investments in respect of the leunch of new products and
the research and development of future products could give rise to higher
cosis without a proportionate increase in the Group's revenues.

Risk factors
Risks lirked le the pharmaceutical industry

ability to achieve its objectives. In addition, the Group is convinced that
its continued expansion in sectors and business requiring additional
expertise and resources (such as marketing, clinicai trials and reguiatory
icences} wiil require the recruitment of new management executives
and scientific officers. Tne Group may not be able to attract or retain the
necessary management executives and science officers.

4.2 Risks linked to the pharmaceutical industry

4:2.1 Risks connected with competition on the market

* 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 factities. Apart from their abilty to develop
safer, more effective or less expensive products than those of the Group,
the Group's competitors couid aiso manufacture, market and distribute
their products more eficiently than the Group couid doin the case of s
own products. Finally, rapid technological developments introduced by
competitors could make the Group's new or future products obsolete
before it has been able o recover the costs incurred in the research,
development and marketing of such products.

‘4'._2.2 Risks connected to Research and Development failures

O

The Research and Development process is a lengthy one and there is
substantial risk that a product may not succesd,

The Research and Development process usually lasts between eight and
twelve years frorn the date of the discovery to the launch of the preduct
on the markst. This process involves several stages at each of which
there is a substantial risk that the Group wili fail to achieve its objectives
and be forced to ebandon 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 coint of view, the Group must demonstrate,
by means of pre-cinical and human clinical trials, that the molecules are
effective and not dangerous to human beings. The Group cannot be
certain that favolrable resuilts obtained during pre-clinical trials wil be
confirmed sugsequently duwring clinical trials, or that the results of clinical
trials will be suficient to demonstrate the safe and effective nature of the
praduct concernad so that the administrative licences necessary for itto
be marketed can be obtained.

After the Research and Development stage, in a number of countries
the Group must invest substantial additional resources tc obiain the
necassary governmental ficences, without any guarantee that they wil
be obtained.
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Risk factors
Risks linked to the pharmaceutical intdustry

The Group must obtain and retain the necessary regulatory fcences
for its medicines from the regulatory authorities of ihe European Union,
the United States and other reguiatory authorities, before a given product
can be soid on the market concerned. The presentation of the licence
appiication to an authority does not guarantee that it will grant a ficence
to market the product concerned. Every authority can impose its own
reguirements, including the requirement to conduct clinica studies locally,
and can defay or refuse to grant the ficence applied for even # the product
has already been licensed in other countries.

I the Group’s main markets, the licensing procedure tor new products
is complex and lengthy. The time it takes to cotain the necessary licence
varies from country 1o country but in general it is between six months
and two years from the date of the apptication. In addition, # 2 licence is

4.2.3 Dependence on third parties to manufacture some products

Although the Group currently manufactures the active substances for
savera 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 itseif 1o the risk of a failure of its sources of supply if its suppliers
experience financlal difficulties or cannot manufacture a sufficient quantity

granted. it may include mitations as o the use for which the product may
be marketed. A marketed product is also subject to constant monitoring
after the initial ticence is granted. The supsequent discovery of problems
which were unknown at the time of the licence application or feilure
to comply with regulatory requirements can resuit in restrictions being
placed on the marketing of the product concerned or its withdrawal from
the market, as weil as legal penalties. in addition, the Group is subject
to rigorous official inspections as regards the manufacture, labeling,
distribution and marketing of its products. Al these factors can increase
the costs connected with the development of new products and increase
the risk that new products cannot be marketed successfully.

of such products. If a failure of its supplies occurred due to difiicuities
experienced with its subcontractors, this could have a negative impact
on the Group's ability to meet market demand for its products and, in
particuiar, could damage the Group's reputation and its relations with
its customers.

4.2.4 Risks connected with failure of supplies and other disruption

The marketing of certain products by the Group has been and could be
aftected by a failurs of supplies and by other disruption,

Siuch difficulties can be both of a regulatory nature ({the need to correct
certain technical problems in order to make production sites conform
to the applicable regulations) or of a technical nature (the difficuities of
cbtaining supplies of satisfactory quality) and they are fikely to result in
a very noticeabie reduction in the volurne of production of the products
concemned and in the quantity of products delivered. This situation can

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

The Group's success deoends on its abllity to obtain, retain and
protect its patenis and other intellectual property rights. Patent
law, in terms of the extent of ciaims in the pharmaceutica 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 other patentanle inventions;

= that the patents which are currently the subject of appiications will be

granted;
* thal the patents which are granted to it or which are the subject of a

tcence granted to it will not be challenged and adjudged to be invaid
or uneniorceabie;
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result in a significant reduction in sales in relation to one or mare given
products.

Consequently, the Groug cannot guarantee that it will manage to ensure
the supply of these stocks in the future. If difficutties of this nature persist
for a certain period of time in reiation to one or more given products, they
can also have a negative impact on the Group's sales and thus on its
orofitanility and results.

e 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 alicence granted to it.

At 31 Decamber 2008, the Group held 2.359 patents, 1,743 of which
were issued in European countries and 218 in the United States. At the
same date, the Group had 784 agplications for patents being considered.
including 138 in Europe. 37 internaticnal applications and 171 in the
United States {in the majority of cases, each international apgpiication
comprises nurmercus national applications and ong European appication
upcn expiry of the 30-rmoenth pricrity period).

The Group cannot guarantee the leve! of protection that wit be afforded

to its patents if it seeks 1o assert its rights and ¥ its rights are challenged

incourt or in other proceedings. In addition, the tegal costs incurred in
order to assert the vaidity of patents could be very substantial.




Risk factors
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4.2.6 Risks connected to the infringement of the Group’s patents

The Group's competitors coud infringe its patents or circumvent them
through design innovations, in order to prevent infringements, the Group
could engage in patent litigation which is costiy and time-consuming.
It is difficult to monitor the unauthorised use ¢f the Group's intellectual
property rights and it could find itseif unable 1o prevent the untawful
appropriation of its intellectual property rights.

It addition, in view of tha development of the pharmaceutical industry,
more and more patents are being issued, including some which apply
to ali therapeutlic areas. and there is a growing risk that the Group’s
business and its use of certain technologies could invoive the infringement
of patents pelonging to third parties. This risk is inherent in the business
of any pharmaceutical laboratory and, when it occurs, it is usually
resolved by licence agreesments or cross-hcence agreements. In addition,
Gienentech has filed its opposiion to a European patent belonging to
Fharmacia and the Cpposition Division of the European Patent Office
has amended this patent so that it no ionger covers NutroginAg®. This
ruling by the European Patent Office’s Opposition Division has been

The ousiness of the Group exooses i to the risk of product lability, and
its insurance coverage could be nsufficient to protect it against such a
risk shouid the need arise.

Froduct labiity constitutes a substantial commercial risk for the Group
and one which could increase if the business of the Group expands into
riew markets and continues to grow in the United States (where the costs
associated with product ligbility claims can be particularly burdensome).
Considerable sums in damages have been awarded in certain countries
against pharmaceutical comoanies due to physical harm aliegedty caused
by the use of certain products. Certain pharmaceutical companies have
recently had to withdraw products from the market as a resuit of large
claims based on product liability. Although the Group is not currently
involved in substantial proceedings arising from product fiability, which
inciude 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 preduct fiability. if a claimant won his case in a claim

o

4.2.8 Environmental risks

Environmenta Habilities and the costs of compiiance could have a negative
impact on the results of the Group.

Environmental laws in various countries impose actual and potential
obligations on the Group as regards the repair of environmentai 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 siteswhere it cares or
carried on its business or te sites where waste from its business nas been
deposited, These environmental obligations couid considerably reduce
the Group's operating results. The Group could be invoived in iudicial or
administrative proceedings arising from disputes about the environment.
If these proceedings nNad an outcome which was unfavourable to the
(Group this could have a substantial negalive impact on ifs resuits,

Stricter laws refating to the environment, safety and health and more
rigorous enforcement measuras than those currently in force could

appealed by Pharmacia on 6 June 2005. If the initial claims are restored
oy the European Patent Office’s Technical Board of Appeal, Pharmacia
may be in a position to claim that NutropinAg® has infringed its patent
and, assuming the latter’s action were successful, the Group may have
to pay compensatory royalty 1o Pharmaciz. Given that appiications for
patents are not generally published unti! 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 fie applications for patents
for inventions which are the subject of patent apgplications 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 benefi from a patent in respect
of aninvention even though it was not the first to fle its application. if the
Group found itsetf unable to patent its technology. it coutd be obliged to
obtain licences from third parties 1o use their patents, to terminate certain
activities or to obtain alternative technolcgies.

zgainst the Group based on such iiani

ity this could have a negative
impact an the business of the Group, its financia! situation or its results.
Insurance coverage in the pharmaceutical industry is becoming more
and more expensive and it is impossibie to predict the cost that product
liabiity insurance could represent in the future, or to te certain that it
always be possible to obtain such insurance.

The Group may be unabie 10 obitain or 1o 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 aninsurance policy at a reasonanle price or were
unable to make adequate provisions to protect liself against potential
claims hased on product liability, it could be exposed 1o substantial risks
and could be unable to market its products at the appropriate time or at
comostitive price levels.

generate considerable liabilities and costs for the Group and could
make the Group's handiing, manufacture, use, reuse or processing cf
substances or poliutants subject to more rigorous inspection measures
than those currently cbserved. Consequently, compliance with these
iaws colld invoive considerable capital expenditure as well as other costs
and iiabiiities which would affect the business and results of the Group.
[fany of the Group's sroduction units were ciosed for reasons connected
with the application ot laws relating to the environment, the Group coud
suffer temporary interruptions in the production of some of its products
and a ceriain amount of time could elapse before the Group could
cbtain the necessary regulatory licences to reopen and recommence

cperation of its reserve production lines. If inis situation persisted for
a long time, interruptions of this nature could have a negative impact
on the Group's sales.

- Regislration document 2005




Risk factors
Legal risks

4.2.9 Risks connected with products sold for unauthorised

uses and from generic medication

Competition from products sold for unauthorised uses and from generic
medication could recduce the growth in sales achieved by the Group.

Tie Group must deal with competition from generic products and products
sold for unauthorised uses when the pretection afforded by patent law to
the Group’s products and those of its competitors expires.

4.3 Legal risks

Because the producers of generic products do not have 1o incur the
costs associated with the various stages of the process of development
of medicines 1o prove that their prodiicts are not dangerous and are fit
for their intended purpose, they can sell thelr products at prices that are
iower than the prices at which the Group sells its products, havingincurred
those costs. The Group's products could lose market share in the face
of competition from these alternative treatrments and, conseguently, the
Group could be unabie to rnaintain its current level of growth in sales or
profitanility.

4.3.1 The majority shareholder in the Company owns a significant
. percentage of the equity and of the voting rights in the Company

Mayroy, the main shargholder of the Company, holds 80.87% of the
capital and 88.79% of the voting rights in the Company, which might
have a material adverse effect on the vrice of the Company's shares,
in particular after the end on 8 June 2006 of the lock-up undertaking
g ven by Mayroy. This concentration of capital and voting rights held

by a singie shargholder and the possibility for such shareholder, at the
expiry of the iocck-up undertaking referred to in section 18.3.3 of this
registration document to freely dispose of al or part of its sharenolding
in the Company might have a material adverse effect on the price of the
Company's shares.

4.3.2 The Company’s share price may fluctuate

The Company's share price may fiuctuate significantly and couid be
arfected by a nurnber of events affecting the Cornpany, #s competitors,
the pharmaceutical industry or the financial markets in general. The
Company's share price couid fuctuate in response to the iollowing types
o7 events:

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

@ the announcement by the Company or one of s partners of the success
o failure of a Research and Development program of the Company or
ot a third panty 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 competitars concerning the pharmaceutical
industry;

* anncuncemenits regarding changes in management or key personnel
of the Group.

In the iast few years, the financial markets have experlenced significant
volatiity that, at imes, has had no reiationship 1o the financiat performance
of listed companies. Market volatiity, as well as general economic
conditions, could affect the Company’s share price.

Ire the normal course of s business activities. the Groupis a party or may
b2 a party to judiclal and administrative proceedings. In connection with
certain of these proceedings, financial claims are or may de received
by the Groug. These claims are provisioned In accordance with IFRS
accounting standards {orovisions totalling €10.3 miliion were recorded at
31 December 2005). The Group believes that the amount of accruals set
aside for these risks, litigation and dispules eithar known or currently in
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orogress are sufficient for its consolidated financial position not to suffer
a material adverse impact in the event of an unfavourable cutcome.

Tothe best of the Company's knowiedige, subject to what s siated in this
registration document, there are no exceptional events, claims or litigation
ikely to have or have had a material adverse impact on the Group's
business activities, results of operations, financial position or assets.



4.4 Financial risks

4.4.1 Market risks

Financial risks are managed by the Group essentially within the framework
cf the controt procedures set up at the level of financial management
vithin the Group, in collaboration between the subsidiaries concerned and
the Group's specialised 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 fluctuations. To protect

4.4.2 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. Conseguently, the Groug's exposure
10 exchange rate risk in respect of commercial operations is generaily of
littie significance. naddition, in 2005. 71.4% of the Group’s consolidated
business took place in the Eurozone. Having regard to the nature of the
Group’s currency transactions and the way it is organised, net exposure

4£.4.3 Interest rate risk

As regards the hedging of interest rate risk, the Group applies a prudent
policy adapted to the profile of its business. As at 31 Decamber 2005,
the entirety of the Group's long-term borrowing was at fixed or semi-fixed
rates due tc the use of hedging transactions mainly in the form of interest

4.4.4 Liquidity risk

The Group's policy is to diversify s business counterparties so as to
avold the risks associataed with excessive concentration. In addition, the
Group monitors the credit risks associated with the financial instruments
inwhich it invests and iimits its investments according to the creditrating
ofits business counterparties. As at 31 December 2008, the Group's net
cash stood at €200.6 million. These funds are managed by the Groug and

4.4.5 Risk related to the shares

The Company does not trade on the stock market. This said, pursuant
to the liguidity agreement referred to in section 21.1.3 of this registration
document, the Company may repurchase or sell its own ghares and has

Risk factors
Financial risks

itself against liquidity risk, the Group favours a diversified and qualitative
approach to its business counterparties. The fingncial impact of market
risks is described in note 23 to the consolidated financiai statements
at 31 December 2005 in Chapter 20, section 20.1 of this registration
document.

to exchange rate risks is first assessed by the various subsidiaries of

the Group vefore being passed on, where necessary, to the Group's
speciaised departments. Exchange rate hedging transactions carried
cut on pehalf of subsidiaries are centrelised within the Group’s treasury
department wh ch mainly uses traditional hedging instruments (futures,
ootions}. Foreign currency fluctuations are not subject to hedging, except

for certain imited and immaterial billing fluctuations.

rate swap contracts. The financial impact of interest rate risk is described
nnote 23,1 tothe consolidated financial staterment at 31 December 2008,
described in Chapter 20, section 20.1 of this registration docurment.

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 counterparties whose credit ratings are at
ieast A1 (Standard & Poors)and P1 (Moody's). Off-balence sheet dervative
instruments are negotiated with first-ciass banking counterparties.

deposied €2.5 milion in a liquidity account for this purpose. To thisend,
it may be obliged to recognise unrealised losses on shares or to seli all or
some of its holdings below their acquisition cost.
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Risk factors
insurance coverage

4.5 Insurance coverage

The Group has insurance coverage against the risks to which it is exposed,
whichincludes product liabiiity insurance. This coverage, whichis provided
by external insurers, encompasses the Group’s woridwide risks.

Product fiability insurance covers all the products manufactured, marketed
and soid by the Group, as wel as alt clinical trials conducted by the Group.
The level of coverage for clinical trials exceeds that required under the
applicable local regulations. Furthermore, a specific policy covers all
product recail expenses.

The Group maintains insurance coverage for all aspects of #s activities
in general, including business interruption, as well as environmental
liability.

All the Group's policies carry certain restrictions, which are customary
for policies of this type, such as deductibies and exclusions for court
judgments to pay punitive damages.

As part of product llabiity claims, the plaintiff may seek to obtain punitive
damages and, if such a udgement isissued, the Group's iInsurance policies
may not cover the correaganding amounts, In such circumstances, the
Ciroup may not have sufficient financial resources to comply with these
court judgments.
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Insurance coverage is becoming increasingly expensive in the
pharmacedtical industry and it is impossivle to predict the future cost of
product liability coverage and to guarantee that it wik always de possibie
to arrange such insurance.

The Group believes the restrictions on its insurance coverage are
reasonabie and prudent given the Group’s business activities and the
risks with which it is confronted.

The Group’s overall cover for business interruption iosses amounts 10
€350 million. Based on the Company’s pro forma 2005 consclidated
financial statements prepared according to IFRS, the totat cost of the
insurance premiurns paid by the greup came to 1.07% of product sales
and 1.17% of sales.

Since 1 January 2008, the Group has decided to cover the cost of
part of its civil liability programme by setting up a captive reinsurance
company. This move will help to mitigate the high leve! of volatility seen
in the insurance market for this risk.

The Group's captive insurance company, which is domiciled in
Luxembourg, retains €10 mikion per civil tabillity claim in each insurance
year.
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Information relating to the Company and the Group
Histery and development of the Company and of the Group

5.1 History and development of the Company and of the Group

5.1.1 Name

The Company is registered at the Paris Trade and Companies Registry under registration numizer 419,838,528,

5.1.3 Date of incorporation and term

The Company's business sector NAF code is 7414 — Administration of Companies.

The Company was incorporated on 28 July 18983 for a fixed pericd of ninety-nine years from its date ot registration at the Trade and Companies Registry,

thereby expiring on 18 August 2087 unless extended or wound up earlier.

5.1.4 Registered office, legal form and applicable law

Registered office: 42, rue du Docteur Blanche - 75016 Paris

Tab: +33 144 30 43 43

The Company is a French société anonyme with a Board of Directors
organised and existing under the laws of France and governed notaily
oy the provisions of Book It of the Code de commerce and decree
no. 67-236 of 23 March 1967 relating to commercial companies.

§.1.5 Significant milestones in the development of the Group’s business

heGroup'shistorycanbetraced backto 1928, when Doctor HenriBeaufour
st up Laborateires Beaufour in Dreux for the launch of Romaréne®, a
v occurring product derived from rosemary used in the treatment
e disorders. In 1854, the Group launched Citrate de Betaine®,
a product used in the symptomatic treatment of dyspepsia. Foilowing
the opening in 1869 of the institut Henri Beaufour, the Group’s research
tacility in France, the 1970s represented a period of expansion for the
Group's activities in products of natural origin, since it launched Ginkor®,
Tanakan® and Smecta®, which all remain major products for the Group
and draw on its specific 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 ciose relaticnships with universities
in the United States and set up Biomeasure. which is spearheaded by
the Albert Beaufour Research Institute, its peptide product research
facility based close to the Bostor universities. Through Biomeasure,
relationships were established and built up with several universities in
the United States.

Diring the 1980Gs, ties were forged with Debiopharm. These partnerships
led to the marketing of Decapepty:®. which was launched in 1986 and
has driven the Group's international expansion.

During the mid-1980s, the lpsen Foundation for Therapeutic Research
was created. I aims to foster exchanges betwaen top-ranking scientists in
life sciences. The Foundation’s work has been published for the scientific
community, The Group belleves that this foundation has helped and

B
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continues to help to strengthen its relatonships with leading university
specialists.

In the late 1980s and early 199Cs, the Group's international expansion
continuad with subsidiaries and offices being set up outside France and
the acquisition of foreign companies. Outside Europe, the Company set
up a commerciai outpost in South-East Asia by opening up a regicnal
office in Kuala Lumpur Malaysia) in 1987.

To strengthen its presence in the United Kingdom, Northern Europe
and the United States and to buiid a sales plattorm for its diological
crockicts, the Group acquired the UK-based company Speywood known
at ihe time as Porton international) in 1994, which is responsibie for
developing Dysport®, During this period, the Group also launched in
france Somatuiine®, its second sustained-release peptide in March 1995,
and Forlax®, in February 1996.

In 1992. the Group initizted its expansion in Ching, initially oy setting up
representative officas 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 faciity at which it produces Smecta® for the Chinese
market. At 31 Decembper 2005, the Group employed 393 personnel
in China.

in 1998, the PAIFBO Fund, Paribas (now BNP Paribas), CDC Participations

and the Schwabe farnily acyuired a significant shareholding in the capitel
of Mayroy, the hoiding company that controls the Group.




in December 2001 and January 2002, the Group launched Somatuling®
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 10 envich
its Research and Development portfolio and extend its product range.
Noteworthy agreements include the following:

* an agreement with Inamed in July 2002 for inamed to develop
and market Dysport® in the United States, Canada and Japan for
aesthetic medical purposes. This agreement was terminated on
20 December 2005 subiect to the condition precedent that inamed
was acquired by US-based Allergan. On 13 March 2008, Aliergan
announced that its offer to buy Inamed hadi been accepted by over 82%
of the latter's shareholders and extended its offer untit 17 March 2006.
The acquisition was completed on 20 March 2008, leading to full and
final termination of the agreement of July 2002. This acquisition also
rendered null and void a preliminary agreement signed with Inamed in
Jarary 2005 concemning the exclusive distribution of certain formulations
of botuiinum toxin for aesthetic medlical purposes woridwide, exceptin
the United States, Canada and Japan;

8 an agreement with Genentech in September 2002 for the Group
1o market woridwide {except in North America, Mexico and Japan)
a growth hormone under the NutropinAg® brand name;

an agresment with Novartis in March 2003 for the Group to market two
products {(Nisis? and Nisisco™ used in the treatment of cardiovascuiar
conditions;

L]

anagreernent with Spirogen (2 UK biotechnology company) inMay 2003
forthe deveiopment of a new chemical entity inoncology and concerning
access to technclogies and compounds belonging 1o Spirogen;

®

an agreement with Taiiin (a Japanese conglomerate} in July 2003
to develop and market in Japan molecuies beionging to the Group
{endocrinology) and to develop and market in Europe a product forthe
treatment of hyperuricaemia beionging to Teijin {febuxostat);

»

an agreement with Roche in Octeber 2003 for Roche to develog and
use a ciass of anti-diabetic GLP-1 drugs invented and patented by
he Group;

-

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

2

an agreement with Auxilium in March 2004 for the Group to
market worldwide {except in North America, Mexice and Japan)
atestosterone gel under the Testim® orand name;

5.1.6 The ipsen Foundation

Created in 1983 under the patronage of Fondation de France, the
Ipsen Foundation’s mission is 1o contribute to the development and
dissemination of scientific knowledge.

> 5.1.6.1 Contribute to the development
and dissemination of knowledge

The iong-standing action of the Ipsen Foundation is aimed at furtheri
the interaction between researchers and clinical practitioners, which is

Information relating to the Company and the Group
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an agreement in November 2004 with Genentech concerning the
Research and Development of sustained-release formutations of
recombinant growth hormones using Genentech's, the Group's or
tnird-party technologicat piatforms.

In 2004, the Group launched NutropinAg® in 12 European countries and
Decapepty’®in Germany.

During the first haif of 2005, the Group launched Testim® 50 mg Ge!
in Germany and in the United Kingdom. These introductions are
due to be extended {o the Rest of Europe and subsequently 1o the
Rest of the World.

InMarch 2008, the Group inaugurated the BioProcess Sciences Research
Center at its campus near Boston. This biotechnology faclity complements
the Research and Development centre’s activities already present at
the same location. The new facility nouses a team of bictechnologists
specialising in the development processes specific to genetic engineering,
industrial development, analysis and formulation of proteins, production,
quality assurance and quality contrel.

in June 2005, the Group recrganised its operations by transterring tothe
Company all the assets and operational noldings hitherto held by Mayroy,
s majority shareholder.

in Octeber 2005, the Group sold assets belonging to its Spanish
subsiciary to Faes Farma. The assets were used to promote and sell
orimary care products, with the exception of Tanakene®, which remains
within the Groug.

in November 2005, the Group signed an agreement with Pfizer {in France)
to promote Artotec®, anon-stercidal anti-inflammatory, in France for an
indlial two-year period beginning 1 January 2006.

In December 2005, the shares in the Company were isted on the Eurofist
oy Euronext™,

in Mareh 2008, the Group entered into @ development and districution
agreement with the Medicis group pursuant to which the Group has granted
1 the exclusive right to develop, sell and market certain formuiations of
the botulinum toxin for use in aesthetic medicine indications in the United
States, Canada and Japan. under a brand name other than Dysport®,
which May be Reloxin®,

indispensabie due to the extreme specigisation of these professions.
The amizition of the Ipsen Foundation is not 1o offer definitive knowledge,
but to initiate a reflection about the major scientific issues of the
forthcoming years.

The ipsen Foundation invalves partners from the interational academic
and scientific communities in each of 4s actions so that it can independently
sel out the major issues that it has decided 1o address and provide an
update on the current state of the scientific knowiedge.

i
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p 5.1.6.2 Medicine and Research Conferences

The Ipsen Foundation nas created an important international
network of scientific experts who meet on a regular pasis at
thematic meetings entitled Medicine and Resegarch Conferences
(Colloques Médecine et Recherche).

These international meetings gather together the best specialists who
set out information on new findings and ongeing research. Grouped in
series, these conferences focus on topics in respect of which research
is particularty active:

* Alzheimer's disease - since 1987, there have been annual events
on this topic which have foilowed or anticipated the deveiopment of
“alzheimerology”;

Neurosciences - staried in 1990, this set of conferences focuses on
the major issues emerging in this figld, concerning molecular biclogy
or cognitive sciences;

L4

Longevity - launched in 1996, this topic brings up the issues and
paradoxes of a medical approach which is not focused on the disease
but on a better resistance against damaging attack weakening the
systems;

Endocrinology — this topic, launched in 2002, focuses on the
interactions of the endocrine system, one of the major systems involved
in the context of the integration of ali the body functions:

& Vascular tree - this new tepic, launched in 2004, aims at exploring
the various stages leading to the establishment of the vascular system.,
its smooth growth in relation 1o the growth of the various organs, its
degeneration, its death and its regeneration possibilities;

*

Cancer - this tapic, which was launched in 2005, aims at examining the
latest progress in oncology, such as the discovery of specific molecular
targets involved in cancer-related processes.

» 5.1.6.3 Other international events

The Ipsen Foundation organises international meetings in partnership
with several national and international scientific institutions.

Since 1989, in association with the Worid Health Crganisation (WHO),
a number of meetings on human genstics addressed some of the most
widely debated topics i this field. The Jpsen Foundation is also involved
in the conferences on dementia and cognitive ageing organised by the
National Gerontology Foundation. In association with Harvard University,
the psen Foundation initiated an international event on the cutlook for
the cognitive sciences, a report on which called "The Languages of the
Brain” (A, Galeburda, S. Kosslyn, Y. Christen and others) was published
vy Harvard University Press.

inneuropsychology, the lpsen Foundation set up the Circle of hehavioural
neurology which meets twice every year since 1894 to discuss cognition
issues. Moreover, since 1991, the Ipsen Foundation co-organises the
annuai neuropsychology days Jean-Louis Signoret.
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» 5.1.6.4 International publications

The various events of the ipsen Foundaltion result in the pubiication of
synthesis works published by international publishing houses within
various English language lpsen Foundation collections:

¢ Research and Perspectives in Alzheimer's disease;
* Research and Perspectives in Neurcsciences;

* Research and Perspectives in Longevity;

® Research and Perspectives in Endocrinology:

¢ Coflection OMS/lpsen Foundation;

* Coliection Esprit et Cerveau:

® Celiufar and Motecular Biology.

In addition, the ipsen Foundation has since 1986 pubiished
{184 issues released), a periodical dedicated to the Alzheimer's disease
entitled Alzheimer Actualités and various booklets for practitioners and the
families of patients. Tne losen Foundation has translated the Geratric's
Review Sylatius of the American Geratrics Society into French. Scientific
iims, a number of which have received awards on various specialised
festivals, have greatiy contributed to the ongoing education of the
medical profession.

» 5.1.6.5 Awards to encourage research

The Ipsen Foundation awards prizes for the works of researchers,
the importance and relevance of which have attracted the interest of
prestigious juries,

Some researcners such as Eric Kande!, have subsequently wen the Nobel
Prize for Medicine.

The objective of the Foundation Is to encourage long-term research
through these prizes. There are currently four prizes:

* the Jean-Louis Signoret neuronsychoiogy prize, awarded in 2005 to
Marc Jeannerod (Harvard Medical Schoo!, Boston, USA) for his work
on the meaning of dreams and mental simutation;

L3

the longevity prize given in 2005 te Sir Michael Marmot
{University Coflege London, Londen, UK}, who highlighted the
relationshiny between social status and health (including iongevity),
but aiso the fact that the relationship is linear;

L]

the neuronal plasticity prize awarded to three researchers in
2005: Ann Graybiel iMcGovern Institute, MIT. Cambridge, USA), Trevor
Roboins (University of Cambridge, Cembridge, UK) and Wolfram
Schultz (University of Cambricige, Cambridge, UK) for thelr work on
motivation and agsociative iearming;

o

the endocrinology prize was awarded in 2005 tc Tomas Hokfelt
(Karolinska institute, Stockholm} for his work on determining the
structure and defining the role of neuropeptides.




5.2 Investments

During 2005, acquisitions of non-current assets by the Group amounted to
€44.4 milion, compared with €64.7 rillion in the same period of 2004.

In 2004, acguistions of non-current assets included:

* €22.5 milion in acquisitions of intangible assets, €19.9 million of
which correspond 1o milestone payments paid to third parties under
agreements covering certain products marketed by the Group {notably
including Nisis®-Nisisco®, Testim® 50 mg Gel and Nutropin®;

* €40.9 milion In acquisitions of property, plant and equipment to
maintain and improve the Group's asset base, inciuding £10.9 miliion
representing the cost of building the Group's new biotechnology
development and production facility in Boston (US);

* £1.3 mitiion in acquisitions of financial investments in a research
company.

Information relating to the Company and the Group
investments

In 2008, acquisitions of non-current assets inciuded:

® €7.9 milion in acguisitions of intangible assets, notably including
acquisitions of software and patents, as weit as milestone payments
paid to third parties under agreements covering certain products
marketed by the Group (notably including Testim®);

® £36.5 milionin acquisitions of property, plant and equipment, mainly to
maintain and improve the Group's inclustrial facilities. Of that amount,
€6.1 miflion was used to build new quality controf laboratories at the
Wrexham production site (United Kingdom).
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Gverview of the Group’s business
Principal activities

6.1 Principal activities

6.1.1 Type of Operations of the Company and principal business activities

»- 6.1.1.1 General presentation of the Group

Icsenis a European pharmaceutical group foundedin 1929, which currently
rmarkets more than 20 drugs. The Group's product portiolio includes
pharmaceutical products marketed around the world to specialists
wOrking in its largeted therapeutic areas {oncclogy, endocrinology and
neuromuscular disorders), which are its primary areas of deveiopment.
The Group also markets products in other therapeutic areas in which #
boasts longstanding expertise {gastroenterology, cardiovascular and
cognitive disorders). To a great extent, these are composed of primary
care products in France.

In both its targeted therapeutic areas and in primary care, the Group
has a diversified portfolio of isading medicines that have demonstrated
a good safety profile.

In 2005, the Group posted pro forma consolidated sales of €807.1 milion
{inciuding 32.2% outside the Major Western European Countries, namely
Germany, Spain, France, Haly and the United Kingdom), pro forma
consoiidated operating proft of €185.3 milion and pro forma consoiidated
net profit, Group share ot £148.6 million, determined in accordance with
French GAAPR (pro forma consolidated net profit determinedinaccordance
with IFRS came to €143.0 milion in 2003). At 31 December 2005, the
Group had 3,800 empioyees in more than 30 countries.

he Group's development strategy s based on a compiementary
combination of products in the targeted therapeutic areas, which
are growth drivers, and primary care products, which help finance its
Hesearch and Development activities. This strategy is supported by
the active development of international partnerships in marketing and
Rasearch and Development activities,

In 2008, the Group spent 20.9% of its pro forma consclidated sales on
Riesearch and Development activities which, to & large extent, focus
on the discovery and development of innavative medicinal products in
its targeted therapeutic areas with the aim of fulfiling unmet medical
needs. The Group believes ttis one of the few pharmaceutical companies
arnong its peers capable of integrating the full spectrum of technologies
required to develop comnglex and innovative products. These technelogies
include peptide enginesring., protein engineering, medicinal chemistry
and advanced drug delivery systems.

6.1.1.1.1 The Group’s products

Targeted therapeutic areas

in 2008, drugs in the three targeted therapeutic areas accounted for
48.8% of the Group's pro forma consclidated sales. Compared with
2004, the same drugs also accounted for 69.4% of sales growth ot
of active substances and raw materials. The Group offers the following
drugs in its tergeted areas:

Oncology (26.1% of pro forma 2005 consolidated sales)

& Decapeptyl®. a peptide formulation for injection that is mainly used in
the treaiment of advanced prostate cancer.
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Endocrinology (10.9% of pro forma 2005 consolidated sales)

» Somatuline® and Somatuline®Autogel® are sustained-release
tormulations for injection of a somatostalin analogue peptide, used
primarity in the treatment of acromegaly:

-

NutropinAg®, a iquid formuiation for dally 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 (11.5% of pro forma 2005 consolidated safes)
# Dysport®, a botuinum neurotoxin type A complex, used notably to treat
spasticity of upper mbs following a stroke, as well as the spasticity
ot other muscles.

Primary care

In 2005, primary care drugs generated 46.8% of the Group's pro forma
consoiidated sales {including 71.7% derived from France).
The principal drugs are as follows:

Gastroenterology (17.5% of pro forma 2005 consolidated sales)

@ Smecta®, a natural clay-based drug used in the treatment of both
chronic and acute diarrhoeg;

® Forfax®, a drug based on a linear polyethylene glycel polymer used in
he treatment ¢of constipation.

Cognitive disorders {15.0% of pro forma 2005 consoiidated sales)

s Tanakan®, anoral formuiation of EGb 761%, extracted from the leaves of
the Ginkgo biloba tree, used principally in the treatment of age-related
cognitive disorders.

Cardiovascular (14.3% of pro forma 2005 consolidated sales)

* Ginkor Fort ®, an oral formulation containing fnree active suistances
including a standardised extract from the leaves of the Ginkgo bioba
tree used in the treatment of venous insufficiency of the iower iimbs
and acute hasmorrhoid eplsodes;

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

6.1.1.1.2 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 programmes for products aready on the market,
which include boin the develcpment of new formulations, alone or
with other molecules, and the extension of indications or product
registrations in new gecgraphical areas.



The Group’s Research and Development programmes are based on the
foliowing four technological platforms:

* paptide engineering focuses on the modification through synthesis of
derivatives of naturally cecurring 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 onthe discovery of enzyme inhibitors
for the treatment of cancer and neuro-degengrative conditions, and
also on the search for nen-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 optimise the
the active substances while improving patient quaiity of life
ting the use of the products by healthcare professionals,

6.1.1.1.3 The Group’s competitive edge
The Group believes that it has the following competitive advantages:

¢ an appropriate portfolio mix of products in the targeted therapeutic
areas and primary care products;

proven financial strength thanks to its large recurring cash flows and
robust balance sheet:

an international presence in over 100 countries, with core Operations
in Europe's five largest markets (France, Germany, ftaly, Spain and
the United Kingdom, nerginafier referred 10 as the "Major Western
European Countries™);

proven expertise in cutting-edge technolcgies, such as medicinal
chemistry, peptide engineering, protein engineering, medicinal
chemistry and advanced drug deiivery systems, which can e employed
togetner at an early stage of development. In addition, the Grouphas a
biotechnelogy deveiopment and production faciity inthe United States
{Boston;
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the geographic proximity of i1s four infegraled technological péatforms
based in the United States (Boston) and in Europe (Paris, Barceiona
and London) to highty regarded university research centres, enabiing
the Group to tap into the wealth of scientific expertise available and to
hire highly quaiified personnel;

a recognised abifity {0 seal and manage large-scale partnerships with
the world's ieading pharmaceutical companies, such as Genentech,
Roche, Teljin and Novartis;

an effective management tear boasting consideradle experience of
working with the worid's leading pharmaceutical companies and a
cross-divisional organisation structure thanks to its multi-discinlinary
Disease Area Teams, which are responsible for devising the Group's
Research and Development and partnership strategy.

Overview of the Group's business
Principal activities

» 6.1.1.2 Group strategy

Over the past few years, the Group has implemented a strategy of
profitable growth in targeted therapeutic areas offering it expansion
opportunities. Clinical development costs are lower, the risk/benefitratio
is more favourable and implementation of a sales network is more feasibie
in the treatment of certain serious ilnesses in which therapeutic needs
remain largely unmet.

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

® g sfrategy of growth in its targeted therapeutic areas (oncoiogy,
endocrinoiogy and neuromuscular disorders) in which the Group
intendls to become a foree to be reckoned with by marketing innovative
treatments fuifiling unmet.medical needls;

* an optimisation strategy for its primary care products (gastroenterclogy,
carciovascular and cognitive disorders), while making, where necessary,
selective investments in product iife cycle management programmes,
parinerships and Research and Bevelopment;

¢ g geographical expansion strategy in the most promising markets, with
an active programme of securing marketing approval for its fiagship
products in targeted therapeutic areas, especially in the United States
(Somatuling® Autcget® and Dysport™;

5

s aparinerships strategy across all its therapeutic areas. The goai of this
policy is to (i) enable the Group to secure resources for programmes,
the development costs of which it does not want to i>ear on its own
or to broaden its expertise by caling on partners with compiementary
capacities ortechnologies, (i} maximise the profitability of its distribution
network by securing the right to market products belonging to third
parties in certain countries, including France, where the Group already
boasts strong saies coverage, and (i) maximise benefits by granting
licences on proclucts develoned by its research units, but which it does
not regard as being part of its core pusingss, Since 2002. the Group
has entered into over ten major agreements;

amonitoring and rapid response strategy in other therapeutic areasin
which the Group develops and markets products based onits expertise
{in terms of both Research and Development and marketing) and the
opportunities that arise. For instance, the Group is developing OBI-1,
arecombinant molecule used in the treatment of haemophilia resistant
to human factor VI, end tebuxostat, a new compound used in the
tfreatment of hyperuricaemia (gouy, the reguietory files of which are
currently being reviewed with aview to deciding on whether the product
should be registered in the Eurcpean Union,
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» 6.1.1.3 Detailed presentation of the Group’s products

€.1.1.3.1 General data

Twenty products are currently marketed by the Group, eight of which each The foliowing teble shows an analysis of pro forma consolidated sales
cenerated sales of over €35 million per product in 2004 and 2005. by therapeutic area:

nded on 31 December

372 198,878
, 87,99 73,104
; | 92,478 82,276
* Subztotal, Targetedareas 7 U [ ) i P 391.202 354260
- Primary care . i ‘ ’
Bastroenterology L ‘ L ' o 141,075 134,477
Cognitive disorders. . A P S 120,940 116,348
Cardiovascular : e R o 115,619 110,838
Sub-total; Primary care o Lo , o 377,654 361,663 -
cherﬁthe‘répédﬁé areas - N S : I
Other pharmaceutical products : . ' 4 Ny ' S 7,021 6,688
Active substances and raw materials ’ o ( 31,237 28,928
Pro forma consolidated salés - ' o 807,114 751,539
TheGroup's principal product Decapeptyl® generated 26.1% of pro forma The following table shows an analysis of the main therapeutic uses of the
consotidated saies in 2005, The Group's three pest-selling products Group's nine top-selling products {Decapeptyi®. Somatuling®, Dysport®,
(Decapeptyl®, Tanakan® and Dysport®) contributed 52.5% of pro forma Smecta®, Forlax® Tanakan®, Ginkor Fort?, Nisis® and Nisisco™.

consolidated sales during the same year.

of pro

Targeted therapeutic areas

* Advanced matastatic prostate cancer; Uterine fbroids; endometriosis; precocious

Decapeptyl® sl Oncology 7, - puberty;:female sterility lin vitro fertilisation).
Somatutine® - “Endocrinology © Acromegaly; neuroendocring tumours.
. ) : ( Neurorhus’cul)ar ; Motor disorders and muscular spasticity {cervical dystonia; cerebral palsy:
Dysport@ ». “disorders o blepharospasms and hamifacial spasms). |
* Primary care B ' L v - k
R : N . - Chronic and acute diarrhoea; symptomatic treatment of pain linked to
Smecta® .o “Gastroenterology.,. . ogsogastrodugdenal conditions and colic.
CForlax® T Géstrpenteroldgy. - Constipation:®, !
PRE . . - Age-related cognitive impairment; pathophysiological deficiencies; vertigo; retinal
Tanakan®: - > :Cognitive disorders + deficitssacute or chronic hearing impairment; tinnitus.
Ginkor Fort® Cardigvascuiar Venous insufficiency of the lower limbs; acute haemorrhoid episodes.
Nisis®and Nisisco™ Cardiovascilar - Hypertension:

(1} Progucts are classified into therapeutic areas based on their primary indications.
(2} Therapeutic indications of products vary from country to country.
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The following table shows an analysis for the years ended 31 December
2004 and 2005 of pro forma consoiidated sales by therapeutic area and
a breakdown of sales generated by the Group's nine top-seling products

{Decapepty’®, Somatuline®, Dysport®, Smecta®, Forlax®, Tanakan®,
Ginkor Fort®, Nisis® and Nisisco®), which accounted for 89.1% of pro
forma 2005 sales.

N
» Decémber 200

rodic of euro: ands of
Decap’eptyly‘?’b : ‘ 210,606 v ,k:98,571'
Other oncology products 22 € 307 0.1%
L Oncology B “261% 198578 26.5%
 Somatuling® 1751 10.1% 72,061 9.6%
Other endo)g:rir'igrloyéy’prqducts : ‘T6,245‘.» ’ 0:8%. ’ 1,043 0.1%
Endoiring 87,99 w9l mie 9.7%
' Dysport® . 90478 11.5% 82,278 10.9%
¢ Neuromusculsr disorders 034/9 A 82278 10.9%
: Targeted therapeliticareas ' 391",202\( 48.5% 3 354,260 47.1%
Smecta® 87,465 g4% | | 64,574 8.8%
' Forlax® 477 5.3% 39,382 5.2%
Other gastroenterology products 30,839 38% 30,521 41%
Gas?menfero:’bg}%‘ 141,075 175% 5 134,477 17.9%
Tanakan® = - 120,960 15.0% .1 116348 15.5%
Cognitive disorders 12094 150% |2 ] 116,348 15.5%
. Ginkor Fort® 61i162 7.6% , 58,999 7.9%
' Nisis® and Nisisco® £1525 51% | . 37,154 4.9%
- Other ;ardioifascular prbducts 12,932 1.6% 14,685 2.0%
Cardiovasculsr 175,419 14.3% 115,838 14.7%
" Primary cars 377,656 46.8% 361,663 48.1%
 Other prodicts, other areas Cirgat 09% ) 6,688 0:9%
"‘Otherareas” 7,021 0.9%. 6,688 0.9%
¢ Total pharmaceuticalareés 775,871 ©96.1% 722,611 96.2%
Related activities ©31,237 39% 28.928 3.8%
Total'sales” 807,114 T 100.0% 751,539 100.0% |

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

€.1.1.3.2 Targeted therapeutic areas

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

Oncology

Decapeptyl®

Decapepty®is a peptide fonmulation for injection that was inftially developed
and con s 1o be used mainly in the treatment of advanced metastatic
prostate cancer. Addtional indications developed subseguantly include
thetreatment of uterine fioroids (a benign tumour of musale tissues inthe
uterus), endometriosis (proliferation of endometrial tissue, the mucous

membrane that lines the uterine wall cutside the reproductive tract) prior
to surgery or when surgery is not deemed appropriate, as well as eary-
onset pubserty and femaie infertility fin vitro fertilisation). Decapepty® is
availlabie in menthly or quarterly sustained-release formulations, as well
as a daily formuiation.

Active substance

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

Frostate cancer. Decapepty!® is mainly indicated in the treatment of
advanced rmetastatic prostate cancer. In this indication, Decapeptyl®
temporarily increases the concentration of testosterone and dihydro
testosterone, bul continuous administration paradoxically leads to
a reduction in plasmatic testosterone concentration. After two to
three weeks' treatment, testosterone is reduced 1o levels below the
castration threshold. thereby depriving prostate tumours of one of the
main hormenes promoting lumour development.

U'terine fibroids. Decapeptyl® is used to reduce the risk of blood loss
foilowing abiative surgery to remove uterine fibroids and to relieve
sympioms such as abdominal pain, dysmenorrhoea (painful menstruation}
and menorrhagia {excessive menstruai bleeding) associated with uterine
fibroids through the reduction in their hormena! stimulation.

Endormetriosis. Decapeptyl® is used as a freatment aiming 10 suppress
ozstrogen secretion, depriving the ectogic endomstrial tissue of the critical
stimulus it needs to grow.

flarketing

Cecapephy™ was inttially launched in France during 1886, At 31 December 2005,
Cecapepty!® had marketing autherisations In over 80 countries, including

5 in Europe. Decapeptyl® was launched in the United Kingdom in late
2003 (quarterly formulation) and in Germany during 2004 (under ths
Pamorelin® brand).

in 2005, 87.1% of Decapentyl” sales derived from the Major Western
European Countries. Rival products vary eccording to their therapeutic
uses, but chiefly comprise Enantone® Takeda/Wyelth/Abbott), Zoladex®
(Astra Zeneca), Eligard® (Yamanouchi), Somavert® (Pfizer) and, for in vitro
fertilisation, Cetrotide® (Serono).

Cecapeptyl®is prescribed princinally by the following specialists: urclogists,
andrologists, oncologists, radictnerapists, paediatric endocrinoiogists,
gynaecologists, obstetricians and in vitre fertilization speciaists .
Intellectual property

Debiopharm, which holds the patent 1o pamoate formulations of
Decapepty™ has granted the Group an exclusive licence to Decapeptyl®
within the European Union {outside Sweden) and in certain other
countries. Deblogharm has also granted the Group a co-exclusive licence
to manufacture Decapeptyl® within the European Union {outside Sweden)
and in certain other countries (with Debiopharm nonetheless retaining the
risght to manufacture and supply Decapeptyl® for its cwn purpeses and
those of its other licensees in territories not licensed to the Group).

Tne pamoate formulations of Decapeptyl® (which contributed 67.0% of
Decapeptyl™s total sales in 2005) are protected by patents until 2010
and are composed of monthiy and quarterly administration formulations.
The acetate formulations of Decapepty!® {which contributed 33.0%
of Decapeptyl®’s totai sales in 2005) have no ionger had any patent
protection since 2001, with the exception of France, where an acdditional
certificate of protection expired in August 2005 and in italy where an
additional certificate of protection is valid untit Novemper 2007. These
formulations inciude daily and monthly administration formulations.

Research and Development

To manage the #fe cycle of Decapeptyi®, the Group is pursuing the
foliowing developments:

¢ under the aegis of the Internationai Breast Cancer Study Group, the
Group Is participating in a study of the treatment of pre-mencpausal
breast cancer comparing the standard treatment regimen with a
hormane therapy combining Decapeptyl™ with oestrogen -suppressing
agents, such as Aromasin®, which is marketed by Pfizer. Hormone
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therapy for cancer offers a better tolerated option than traditional
chemotherapy and is particutarly suitabie for long-term treatment;

* development of sustained-release formuiations over a period of at least
four months.

Endccrinology
Somatuline®

Somatuline® and Somatuling® Autogei® are sustained-release
formulations for injection cortaining Lanreotide, a soratestatin analogue
{a normone that inhibits the release of growth hormone). Somatuline® was
initially deveioped and continues to be used mainly in the treatrent of
acromegaly, a disorder caused by the over-production of growth hormone
or prolactin due 1o a benign tumour of the anterior pituitary gland. This
product subsequently underwent further developmeant in the trestment
of sympioms associated with neuroendocrine tumours {particularly of a
carcinoid typel.

The Group believes that the Somatuine® Autogel® formulation, to which
it hoids 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 exciplent, since the active substance itsett
controls the sustained release. Scmatuling® Autogel®releases the active
substance with no excipient other than water over a period of at least
28 days, thus requiring iust one injection per month compared with the
two or three injections previously necessary. This product is presented
in a pre-filed syringe for easier administration.

Active substance

The active substance in Somatuline® and Somatuline® Autogel® is
Lanreotide, whichinhibits the growth and secretion of several endocrine,
axocrine and paracrine tunctions. it is particularly effective in inhibiting
the secretion of growth and digestive hormones.

indications

Acromegaly. Somatuling® is used primartly in the reatment of acromegaly
when circuiating levels of growth hormone remain high despite surgery
or radiotherapy. Sematuling® inhibits growth hormone release and thus
controls the therapeutic and refieves the symptoms associated with
eievated levels of this hormone.

Neurcendocrine tumours. Somatuling® aiso treats the symptoms
associated with neurcendocrine tumours, particularly of a carcinoid
type, by inhibiting the over-production of harmones secreted by these
fumours.

fMarketing

Somat chedinfrancein 1995. At31 December 2008,
Somatuline® and Somatutine® Autogel® had marketing authorisations in
over 50 countries (including 26 in Europe} for the treatment of acromegaly
and neurcendocrine tumours and in six countries (including two in Europe}
for the treatment of acromegaly alone.

In 2005, 69.7% of the sales generated by Scmatuline® and Somatuline®
Autogel® derived from the Major Western European Countries. Somatuing®
Autogel® eccounted for 81.4% of total sales of this product. Novartis’
Sandostatine® is the drug’s main rivai.

Somatuling® and Somatutine® Autogel® are prescribed mainly by
andocrinologists, gastroenterologisis, oncologists, surgeons and
intensive care specialists.

Intelfectual property

The Group holds an exciusive worldwide licence granted by Tuiane
University (United States) to manufacture, use and market the active
substance in Somatuline® {Lanrectide) and is the direct hoider of the




patent covering the Somatuiine® Autogel® formulation. The Group holds
patents 1o the Scmatuline® Autoge!® formulation, which are set to expire
in 2015 in Europe and in the United States, The patent protecting the
active substance is set to expire in 2006 in the United States and expired in
Clecemper 2008 in Europe, except in Belgium, France, lialy, Luxembourg
and tne United Kingdom where additional certificates of protection remain
valid until 2008,

Fesearch and Development

An appiication for marketing autherisation in the United States has been
s.bmitted for Somatuling® in the treatment of acromegaly. In response,
the Food and Drug Administration (FDA} has issued an approvable letter,
subject to the completion of additional studies, including an analysis of
its potential to cause cancer.

The Group is currently fineiising its work as part of the preparation of
subrnissions for Somatuline® Autogel®, inrespect of which an application
for marketing authorisalion is likely to be made in the United States
during 2008 for the treatment of acromegaly. Additional phase lil and
N ciinical triais of Somatuline® Autogel® are planned in the treatment of
neurogndocrine tumours in the United States and in Europe.

The Group is also pursuing the development of sustained-release
formutations for treatment durations of approximately three months,
Cievelopment of this new formuiation is currently at the pre-ciinical
stage, since a phase | trial with the first candidate formulation proved
unsuccessful.

InJapan, the Group's partner, Teijin, is on the verge of completing phase
| cinical trials of Somatuling® Autoge™ in the symptomatic treatment of
acromegaly.

NutropinAg®
Active substance

NutropinAg® is a liquid formulation of recombinant numan growth
hormone 1o be used with the NutropinAg® Pen. The growth hormone is
involved in several physivlogical processes including growth in stature
and bone development.

indications

NutropinAg® is prescribed for {i) the long-term treatment of children
with growth fallure owing e inadequate endogencus growth harmone
secretion; {ii) the long-term treatment of growth failure associated
~ith Turner's syndrome; {iii) the treatment of prepubertal children with
growtn failure associated with chronic renal insufficiency ahead of kidney
transplantation; and (v} the treatment of adulis with growth harmone
deficiency of either childhood or adult-onset.

Marketing

In September 2002, Genentech, a US company speciaiised in
biotechnology, granted the Group exclusive marketing rights for
NutropinAg® woridwide outside North America, Mexico and Japan.
Gienentech has pioneered the development of growth hormone and is
currently one of the leading slayars in the United States market. In 2008, it
posted product sales of US$6.63 billion of which US$370 milion derived
from growth hormones (source: Genentech annual report}.

NutropinAg® is a ready-to-use product, which puts it at a significant
advantage in g competitive market in which only Novo Nordisk's
Norditropin® boasts the same strength.

A1 31 December 2005, the Group had marketing authorisations for
29 countries, including 27 in Eurcpe. The product was launched in over
20 countries across Euwrope during 2004 and 2005, and there are plans
o introduce it in a further four countries during 2008,

Overview of the Group's business
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Growtih hormones are prescriped by paediatric and aduit
endocrinologists.

Intellectual property

The pharmaceuticai composition of NutropinAg® is protected by a
European patent belonging to Genentech and expiring on 28 July 2G13.
A European patent belonging to Pharmacia may also have covered this
pharmaceudtical compound. However, 1he limitation ot claims by the
Opposition division of the European Patent Office following Genentech's
opposition should mean that NutropinAq® escapes the clutches of this
patent. This ruiing by the European Patent Office's Opposition Division
was appealed by Pharmacia on 6 June 2005. if the initial ciaims are
restored by the Europsan Patent Office’s Technical Board of Appeal,
Pharmacia wilt be in a position to claim that NutropinAg® has infringed
its patent and, assuming the latter's action is successfu, the Group may
have to pay compensation to Pharmacia.

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 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 evaiueting the dossier
and is considering fiing in 20086 its own application for an extension of
this indication with the Buropean Medicings Agency (EMEA).

The Group is also pursuing a phase Il study of NutropinAg® in the
prevention of growth failure caused by long-term treatment with high-
dose giucocorticoids in children, in coniunction with the University ¢f
Gothenburg (Sweden).

The Group is also pursuing Research and Development projects.
within the framework of the agreement signed with Genentech in
Novernber 2004, aiming to develop a sustained-reiease formulation for
recombinant growth hormone.

Testim® 50 mg Gel

Testim® 50 mg Gel is a festosterone gel prescribed as a hormone
replacement therapy for patients with primary or secondary hypogonadism.
It is commonly recognised that around 26% of men over 60 years old
have insufficient testosterone levels. Testim® 50 mg Gel canbs used to
treat these insufficiencies.

Active substance

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

Indications

Testim® 50 mg Gel is incicated as a hormone replacement therapy to
restore serum testosterone levels in adult males and improve health
croblems related to reduced testosterone ievels, such as loss of muscular
mass, decrease in sexual desire, sexual iibido and frequency of erectile
function resulting from primary or secondary hypogonadism.

Marketing

Testosterone geis have revolutionised the treatment of testosterone
deficiency since thay were introduced in the United States in 200C andin
Europe in 2003, graduaily replacing the other formutations {oral, injection
or pateh forms) and thus significantly contributing to market expansion.

in March 2004, the Group acquired exclusive marketing rights to Testim®
50 mg Gel woridwide, excluding North America, Mexico and Japan, from
US firm Auxilium. Auxilium dself holds the rights to the product from US
firm Bentley Pharmaceuticals.

Testim® 50 my Gel obtained marketing authorisation from the Food
and Drug Administration (FDA] in the United States in Marcn 2003, and
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marketing authorisation for the UK in June 2003. Testim® 50 mg Gel
was launched in the United States market by Auxitium, and is available
1o uroiogists, andrologists and endocrinoiogists. At 31 December 2008,
Testim® 50 mg Ge! was approved in 15 European countries under the
mutual recognition procedure. Testim® 50 mg Gel was launched in ten
European countries during 2005.

Treatment ofiow testosterone levelsis the responsibility of endocrinologists,
urologists and andrologists.

Intellectual property

Testim® 50 mg Gel is protected by two sets of patents belonging to
Bentley Pharmaceuticals. One patent covers the European Union and
several other countries in which the product will be marketed. The
claims encompass the transcutaneous administration agent CPE 215
that is part of Testim® 50 mg Gei's composition. This patent expires in
November 2006 from when rival products combining {estosterone and
CPE 215 may be marketed by other companies. This said, the Group
aiso holds the licence to use the patent application filed by Bentiey
Fharmaceuticals in 2003, which is intended to protect Testim® 30 mg
Cies. If this application is successful, the product will be protected until
2023.

Neuromuscular disorders

Lysport®

Ciysport, which acts o block acetylcholine release, nence reducing
muscular spasm was inftially deveioped for the treatment of motor
disordlers and varicus forms of muscuiar spasticity, including cervical
dystonia {a chronic condition in which the neck is twisted or deviated),
spasticity of the lower imbs in children with cerebral paisy, blepharospasm
(involuntary eye closure} and hemifacial spasm, It was later developed for
the treatment of a wide veriety of neuromuscular disorders.

Active substance
The active substance in Dysport® is a botulinum neurotoxin type A

complex, which acts at the level of the neuromuscular junction in the
targeted muscie,

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

Cerehral palsy in children. Dysport® treats spasticity of the leg muscies in
children with cerepral palsy. Cerebral palsy is & motor disorder resulting
from damage to the brain that generally occurs at birth.

Biepharospasm/hemifacial spasm. Dysport® s indicated in the treatment
of biepharospasm, which is the involuntary closing of the eyes caused
by a spasm of the muscles surrounding the eyes. A hemifacial spasm is
simitar 1o a blepharospasm, but affects only one side of the face.

Marketing

Dysport® was originally launched in the United Kingdom in 1931. At
31 December 2005, Dysport® had marketing authorisations in over
70 countries {including 28 in Europe). In 2005, 50.7% of Dysport®'s sates
derived from the Major Western European Countries. The drug's main rival
is Allergan’s Botox®. The Group also faces compatition in this segment
from Elan’s NeuroBioc®/Myobloc® and will also have to contend with new
introductions by Merz and other comparies.

Oysport® is prescribed chietly by neurologists, neurc-paediatricians,
ENT specialists, ophthalmoiogists, dermatologists, piastic surgeons,
gastroenterclogists, urologists, and sports medicine and physical therapy
specialists.
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in July 2002, the Group entered into a deveiopment 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 aesthetic medicine indications in the
United States, Canada and Japan. This agreement was terminated on
20 December 2005 subject to the condition precedent that Inamed was
acquired by US-based Alergan.

On 13 March 2006, Allergan announced that its offer to buy Inamed had
been accepted by over 82% of the laiter's sharenolders and extended
its offer until 17 Marcn 2008, The acquisition was compieted on
20 March 2006, jeading to full and final termination of the agreement
of July 2002, This acquisition aiso rendered nult and void a preliminary
agreement signed with Inamed in January 2005 concerning the exclusive
distribution of certain formulations of botuinum toxin for agsthetic medical
indications worldwide, except in the United States, Canada and Japan.

In Marcn 2008, the Group entered into a development and distributien
agresment with the Mediicis group pursuant to which the Group has granted
1 the exclusive right to deveiop, sell and market certain formuiations of
the botulinum toxin for use in aesthatic medicine indications in the United
States, Canacda and Japan, under a brand name other than Dysport®.
which may be Reloxin® (see section 22.1.3 of this registration document
for a detaiied description of the terms of this agreement}.

Intelfectual property

Botulinum toxin, the active substance in Dysport®, does not have any
patent protection. The Group holds an exclusive worldwide licence
granted by the UK Health Protection Agency (HPA), formerly known as
the Center for Applied Microbiology and Research, enapling it to use
and 1o sell the botulinurn neurotoxin type A complex, which is the active
sunstance in Dyspont®. The Groug hekds the right to manufacture thistoxin
Jsing the HPA's expertise. Tne Group currently manufactures the toxin
itself. The Group has also fied eleven patent applications concerning new
therapeutic appications of botulinurn toxin, as well as filing three other
requests, eight of which have not been published to date.

Research and Development

In August 20053, the Group initiated phase I clinica! trials of Dysport® in
the Uniled States in the treatment of cervical dystonia.

Dysport® is currently undergoing phase |l clinical trials in the treatment
of myofacial pain.

Dysport®is currently undergoing phase |1l 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, the Group
ofans to file regulatory suomissions with the FDA during 2007 under a
brand name ather than Dysport®, which may be Reioxin®.

In Europe, the Group has conducted phase 1l clinical trials of Dysport®
and :s overseeing the registration procedures for aesthetic medicine
indications (frown lines) currently underway in France and Germany.
Registration of Dysport® under the mutual recogniticn procedure is
olanned for 2006. Subject to finalisation of a distribution agreement with
Medicis, with which the Group is currently in talks, Medicis may market
this product in Europe once it has secured marketing approval under a
brand name other than Dysport® and which may be Relexin®,

6.1.1.3.3 Primary care

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



Ciastroenterology

Smecta®

Smecta® is an oral formuiation devised by the Group. It is used in the
ireatment of pboth chronic and acute diarrhoea in adults and children
and in the symptomatic treatment of pain asscciated with cesophageal,
gastric, ducdenal or colonic disorders.

Active substance

Smecta®s active substance is diosmectite, a natural ciay nrocessed for
therapeutic use.

Marketing

The Group launchad Smecta® in France in 1977. At 31 December
2005, it held marketing authorisations for Smacta®™ in over 70 countries.
i 2005, 33.6% and 31.7% of Smecta®'s sales derived respectively
from France and China, the main markets for the product. The drug’s
main rivais are: Imodium®and Arestal® (Janssen Cilag), Ercefuryl®
(Sanofi-Aventis), Uitraievure® (Biocodex) and Tiorfan® (Biooroject
Pnarma).

Smecta®isprescribed prirarily by general practitioners, gastroenterologists
and paediatricians.

intellectual property
Smecta® was protected by a palent, which expired in 1985,
Forlax®

®is anoral laxative created by the Group. [t is used in the treatment
of constipation.

Active substance

Foriax® s active substance is Macrogo! 4000, a iinear polyethylens giycol
poymer,

Marketing

The Group launched Forlax® in France in 1998 and has since obtained
rrsarketing authorisations in more than 80 countries. in 2005, 84.2% of
Forlax®'s sales derived from the Major Western European Countrigs.
The main rival drugs are Buphalac® (Scivay Pharma), Transipeg®
{(Floche Nicholas) and Movicol® (Norgine Pharmay),

Forlex® is prescribed primarily by general practitioners, gastroenterciogists,
gynaecologists. gerentologists and paediatricians.

Inteltectual property
Forlax® has never peen protected by a patent.

Cognitive disorders
Tanakan®

Tanakan® is an oral formulation of EGb 761%, extracted from the leaves
of the Gingko biioba tree {dioecious tree in the Ginkgoaceae family} using
a standardised process that ensures a censistent composition of the
various pharmacclogically active substances. it was initially developed
in the treatment of various vascular and neurological disorders, mainly
the treatment of age-related cognitive impairment, pathophysiclogical
deficiencies, vertigo, tinnitus, acute or chronic hearing difficulties and
retinat disorders (visual impairment)

Active substance

The active substance in Tanakan® EGb 761, is extracted from
Ginkge biioba leaves cuitivated under controlied conditions in specially
designed plantations. it contains natural substances with antioxidant,
neLroprotective and vasoactive properties {Le. it ncreases the dameter
of capilary vessels and hence improves microcirculati
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Indications

Age-refated cognitive disorders. Tanakan® is indicated in the treatment
of the pathological decline in age-retated cognitive functions, such as
impaired intellectuat capacities, together with memory and attention
disorders.

Pathophysiclogical deficiency. Tanakan® s aiso indicated in the treatment
of a number of cognitive deficiencies of degenerative origin {(such as
Alzheimer's disease). mainly of a vascular or combined type.

Cochleovestibular disorders. Tanakan® is indicated in the treatment of
symptoms of vertigo (such as equitibrium and instability disorders) and
tinnitus (such as buzzing or whistling in the ears), and acute or chronic
hearing impairment.

Retinal deficit. Tanakan ®is aiso used in the treatment of visual impairment
and vision disorders of vascular origin.

Marketing

Tanakan® was inttially launched in France in 1975, At 31 December 2005,
Tanakan® had been approved for use in over 60 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 Alzneimer’s-type dementia asscciated with memory disorders and
cognitive disorders. In 2005, 77.7% of Tanakan®'s sales derived from
the Major Western European Countries. The main rival drugs in this area
are: Fonzylane® (LaforvCéphaion). Praxiiens® (Lipha Santé), Sermion®
(Sanof-Aventis), Torental® (Sanof-Aventis) and Nootropy!® (UCB
Pharrna).

Tanakan® is prescribed primarily by general practitioners. neurologists,
psychiatrists, ENT-speciaists and ophthalmologists.

In aletter dated 22 February 2006, the French heaith authorities notified
the Group of their intention of reassessing the health benefits of Tanakan®.
Following this review, the status and/or price of Tanakan® may be atered.
For further information, see section 4.1.2 of this registration document.

To justify the rembursement of this groduct, the Group is endeavouring
o vatdate the clinical benefits of Tangkan® in the treatment of age-related
cogritive impairment and behavioural disorders. For further information,
see section 11.1.7.1 of this registration docurmnent.

Intellectual property
EGh 761%is protected by twe patents, one granted to Dr. Wiimar Schwabe

{"Schwabe”), with which the Group has a iongstanding relationship, and
the other granted to talian company indena. The Group helds licences to
these patents entitling it to manufacture, use and sell products containing

Ginkgo biloba extracts, including EGo 761%,

Research and Deveiopment

The Group is currently investigating EGb 761%, the Ginkgo biloba extract
in Tanakan®, in the treatment of neurodegenerative discrdlers, such as
Alzheimer's disease. Over 8,000 patients are taking part inthese research
orogrammes, and eight clinical trials are currently in progress, some being
conducted in the United States by the Nationa! Institutes of Health. A
detailed description of these clinical trials is provided in section 11.1.7.1
of this registration doccument.

Cardiovascular
Ginkor Fort®
Active substance

Ginkor Fort® is an oral formulation conteining three active substances,
namaly troxerutin A {a vasoactive rutin analogue, a flavonold of plant
oAgin), heptamino! chiorhydrate and a standardised Ginkgo tiloba extract.
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It is used in the treatment of vascular conditions, of venous insufficiency
of the lower limbs and of acute haemorrnoid episodes.

Marketing

This product was initially launched as Ginkor® in France in 1872 and
subsequently changed its name to Ginkor Fort® in France during 1988,
The Group selis Ginkor Fort® chiefly in France trom where it derived
94.0% of the product's sales during 2005, At 31 December 2005,
Ginkor Fort® also had marketing authorisations in over 50 countries.
The drug’s principal rivals in this area are: Daflon® (Servier), Endotélon®
{Sanofi-Aventis} and Veinamitol” (Negma-Lerads).

Ginkor Fort® is prescribed primarily by general practitioners and the
foliowing specialists: gastroenterclogists, gynaecoiogists, phiebologists
(vein specialists) and dermatologists.

On 18 Seotember 2005, the French Supreme Health Authority issued a
notice recommending the removal of 221 speciality drugs from thelist of
reimbursable drugs, including all members of the veinotonic class of drugs
including Ginkor Fort®. Based on this notice, the French government
pubiished a decree inthe Official Journal on 25 January 2006 cutting the
reimbursement rate for all members of the velnatonic class of drugs to
158% from 1 February 2006 to 31 December 2007, These drugs wit then
be withdrawn from the list of reimbursalkle drugs from 1 January 2008.
in addition. pursuant to a supplemental agreement between the Group
and the Economic Committee for Health Products in France, notice of
a 15% reduction in the drug's price was published in the Official Journal
on 3 Felruary 2008,

intellectual property

The Ginkgo bilcba extract contained in Ginkor Fort? is covered by two
patents granted to Schwabe and indena. The Group holds licences to use
these patents, entiting it to manufacture, use and sell products containing
Cinkgo biloba extracts,

Nisis® and Nisisco®

Ir1 2003, the Group added Nisis® and Nisisco®, two antihypertensive
products, 1o its porticlio by signing an agreement with Swiss group
Novartis, to market the products in France. Andorra and Monaco
(e deteiled description of this agreement follows in section 22.2 of this
registration document),

Active substance

Nisis® is an oral formulation containing vaisartan, while Nisisco® contains
vaisartan and hydrochiorothiazide. The products are usedinthe treatment
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of arterial hypertension. The active substance in Nisis® and Nisisco® is
vaisartan, a synthetic angiotensin Il antagonist compound.

Marketing

Nisis® and Nisisco™ were initiady launched in France by Sanofi-Aventis.
Following the contracts entered into with Novartis and Sanofi-Aventis in
March 2003, the Groug holds marketing authorisations and has marketed
Nisis® and Nisisco® in France since May 2003. In 2005, these two products
generated sales of €41.5 million. The main drugs competing with Nisis®
and Nisisco® in this area are class COC and C9D specialties: Aprovel®
and Coaprovel® (BMS-Sanof), Cozaar®, Hyzaar® and Fortzaar® (Merck],
Tareg® and Cotareg® (Novartis), Atacand® and Hytacand® (Astra-Zeneca}.
Kenzen® and Cokenzen® (Takeda).

Nisis® and Nisisco® are prescribed by cardioiogists and generat
practitioners.

inteliectual property

Novartis holds a European patent to the compound carrying the DCI
valsartan (synthetic angiotensin ll antagonist). This patent is complemented
in France by an additional certificate protecting vaisartan until
12 May 2011, Two European patent applications covering galenic
tormulations of valsarian and valsartan/hydrochiorothiazide are currently
neing assessed. The former was granted on 22 September 2004 and
expire on 18 June 2017,

6.1.1.3.4 Other therapeutic areas

The Group seis a number of other products. During 2005, saies generated
by the Group's other prociucts amounted to €7.0 million or £.9% of its
consolidated sales.

» 6.1.1.4 Marketing and distribution

Tne Group markets its products in the targeted therapeutic areas to
specialists, including decision-makers with influence over the opinion of
their peers. The Group aiso markets numerous primary care products.



112005, the Group's pro forma consolidated sales came to €807 .1 mitlion,
over 87.8% of which derived from the Major Westem European Countries.
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The foiowing table shows a geographical analysis of consolidated sales
for each of the stated periods.

, Year ended on 31 December

Major Western European Count 287 . 678% | 519.495  69.2% |
Rest of Edrope. e | 155893 190% | 135580 180%
 Restof the world : Ul omeme 29% | ve2eh 128%
Total sales ; 807.114 100% 751,539  100%

(1) In thousands of euros.
(2) l.e. Germany, Spain, France, ltaly and the United Kingdom.
(3) Including North America and Asia.

At31 December 2005, of the 1,198 people comprising the Group’s sales
force, 586 staff were emnloyed outside the Maior Western European
Gountries. {.e. 15.4% of the Groun's workforce. A geographical analysis of
trie Group's workforce by job category and by therapeutic area is provided
in Chapter 17 of this registration document on Employees.

» 6.1.1.5 Manufacturing

Tne Group operates, either aione or with its partners. a total of nine
production facilities in France, the United Kingdom, Ireland, Spain,
Switzeriand and China, together with five plantations and leaf-drying
fecities in France, China and the United States.

The Group's principal manufacturing process has three stages: the primary
mianufacture of the principal active suostances, the incorporation of these
constituents into secondary formulations and the related packaging. Each
stage of the manufacturing process takes place in strictly controlied
conditions and is subject to the applicable national and international
tegislation. All the Group’s manufacturing facilities comply with Good
Manufacturing Practices {(GMP), in ling with the relevant directives.
Nlanufacturing facilities cutside the United States, which import products
into the country, rmust be approved by the FDA on a product-by-product
hasis and are subject to periodic inspections by the FOA.

The Group manufactures its own products when it deems this to be
nacessary for its business for strategic reasons, but aiso relies upon
cutsourcing as an alternative for certain projects. Likewise, where
appropriate, the Group enters into supply agreements with third parties,
such as Expansia. a fine chemicals company that supplies certain active
substances.

The Group currently manufactures the active substances in its principal
products and some of its products that appear to harbour significant
future growth prospects. The Group Mmanufactures EGb 7619 throughits
partnership with Schwabe and under its licensing agreement with indena.
In addition to the pharmaceudtical manufacturing expertise required to
produce its highly specialised products, the Group boasts a wealth of
experience in the technology of biclogical manufacturing processes based
on proteins, which represents a sofid platform enabling it to harness
the emerging opportunities deriving from the biclogical manufacturing
process. Inaddition, the Group believes itis one of the few phamnaceutical
groups able successiully to manufacture sustained-release peptide
formiulations for injection.

Eacnh of the Group’s manufacturing faciities focuses on a particular
technology to maximise its operationai efficiency. For instance, the
Wrexham site (United Kingdom) is devoted to the purification and
formulation of proteins, while the Dreux plant (France) specialises in the
manufacture and packaging of high volumes of oral formulations. The
continued implementation of this policy and the resulting efficiency are
critical to the sugcess of the Group's product procurement strategy.

To secure access to the requisite quantities and quality of raw materials
needed to manufacture naturally occuring products in the Ginkgo bitoba
range, the Group produces a iarge proportion of the Ginkgo biloba leaves
that it uses onits own plantations {in Ching, France and the United States).
it thereby minimises its exposure to any significant risk deriving from the
availabiiity of raw materials and the volatility of their prices.

6.1.2 Significant new products or services launched on the market in 2005

Testim® 50 mg Gel was launched in ten European countries during 2005, notably including Germany, the United Kingdom and Spain.

NutropinAg® was faunched in ten countries during 2G05, notably in italy, Beigium, the Ukraine and the Czech Repubiic,

Somatuine™ Autogel® was launched in Haly and Germany during 2065,
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6.2 Principal markets in which the Group operates

6.2.1 General data

The pharmaceutical industry is highly competitive. In recent years, the
pharmaceutical sector has undergone increasing vertical and harizontal
integration. In addition, the way pharmaceuticals are marketed is currently
undergeing significant change in markets across Europe and the United
States, with reduced flexibility in price-setting, tighter cost-control
measures and the impact of healthcare cost management initiatives,
particularly concerning the selection of products and the setting of seling
prices.

Against this backdrop, the Group has to compete with other companies
10 develop and secure marketing authorisations for new pharmaceutical
specialities in the therapeutic areas it has targeted, as well as for specific
products producing comparabie therapeutic results to those produced
by the drugs marketed by the Group. The Group aiso competes with
other pharmaceutical groups to find suitable partners 1o ensure growth
inits Research and Development portfolic and in its portfolio of products
already on the market.

A number of the companies that compete with the Group 1o deveiop and
sscure marketing authorisations for new compounds are significantly
lerger thanthe Group and, accordingly, are able to devote more resources
0 Research and Development, as well as to marketing, which may give
them the advantage of being abie 10 offer a broader range of products
and having a larger sales ferce. Some of these companies have a stronger
presencein markets in which the Group currently markets products within
therapsutic areas 1 has targeted, particularly in the Eurcoean Union
and markets earmarked for expansion, such as the United States and
Japan.

The Group's strategy as a specialty pharmaceutical company is to
focus Hs Research and Developrnent programime on the deveiopment
of a complementary range of products for a deiiberately iow number of
debiltating conditions in the therapeutic areas targeted by the Group.
From a marketing standpoint, this stralegy has prompled the Group
to concentrate its eforts on influential physicians, primarily speciatists,
who are responsible for drug prescriptions or who may prompt simiar
prescriptions by other doctors. By forging a strong reputation with these

kay specialists in highly specific and specialised fields. the Group believes
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itis able to conduct its marketing activities selectively and cost-effectively,
thersby afeviating the need for it to run a targe sales force. This said, the
Group will have to continue competing with larger companies marketing
products in the same therapeutic areas.

Once they reach the market, the Group's products have to compete
with those marketed by other pharmaceutical companies for the same
indications. Some of these products may already have been onthe market
for some time when the Group intreduces its rival product. In the United
States, for instance, the Group hopes to launch Dysport® in 2008, but
wil have to compete with an already wel-established botulinum toxin.
namely Alergan’s Botox®. In certain cases, the Group hopesto hamess
synergies between its technoiogical platforms by using its research inio
new delivery systems for highty refined active substances that are practical
for patients to give #s existing and new products competitive advantages.
Foringtance, Somatuiine® faces competition from Novartis' Sandostatin®.,
out the Group believes the development of Somatuling® Autogel®, a
sustained-release formulation that is refatively painiess and easy 1o use.
gives it & competitive advantage in the somatostatin analogue market.

The Group rmay aiso have to compete with genaric drugs orthose marketed
for unepproved indications following the expiry of patents protecting its
own products or those of its rivals. The cost of these preducts may de
significantly lower than the original oroducts they are replicating, because
the pharmaceutical companies manufacturing them do not incur the
corresponding Research and Development costs. The Group is also
exposed to the risk of the creation and sale of counterfelt versions of its
oraducts being manufactured gy third parties.

In addition to the competition facing its products, the Group also has
1o compete with other companies when recruiting scientists and other
highty experienced employees, The Group believes that itsinternal hurman
resources policy is highiy competitive and s instrumental in fostering
a positive working environment which, coupled with its Research and
Development reputation, enhances its appeal to suitaply qualified
candidates.
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6.2.2 Geographical breakdown of the sales of the main drugs of the Group

The saies referred to in section 6.2.3 are pro forma sales established in line with IFRS accounting stanclards.

» 6.2.2.1 Products in the Group’s targeted therapeutic areas

6.2.2.1.1 Oncology

The following table shows the geographical oreakdown of the sales recorded by Decapeptyl® during the financial vear ended 31 Decemper 2006:

Major Western European Countries e 141,404 87.1%
Restiof Europe - i Gl - e 51,99 26.7%

. Rest of the world
Tota

(1) Le. Germany, Spam, France, ltaly and the United Kingdorm.

€.2.2.1.2 Endocrinology

The foliowing table shows the geographical breakdown of the sales recorded by Somatuing® during the financial year ended 31 December 2005:

Major Western Européén’ Countries 'ty

2605 fiﬁancial year

As a percentage:

Rest-of. Europe

Rest of the world

(1) l.e. Germany, Spain, France, ltaly and the United Kingdom.

€.2.2.1.3 Neuromuscular disorders

The fotiowing table shows the geographical breakdown of the sales recordad by Dysport® during the financial year ended 31 December 2005:

Major Western Europear-Countries 1!

2005 financial year

Rest.of Europe

Rest of the world" J RO

(1) Le. Germany. Spain. France, ltaly and the United Kingdom.

» 6.2.2.2 Primary care

6.2.2.2.1 Cognitive disorders

Ciuring the financia!
racorded by Tanakan

rended 31 Becember 2005, 73.2% of the sales
derived from France.

6.2.2.2.2 Cardiovascular

During the financial year endsd 31 December 2005, 94.0% ¢f the sales
recorded by Ginkor Fort™ derived from France.
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Exceptiond) evenls that influenced the information given in sections 6.1 and 6.2,

6.3 Exceptional events that influenced the information

given in sections 6.1 and 6.2.

European governments continued to introduce various measures
to reduce public health spending, which had an impact on the
Group’s sales and earnings during 2005:

¢ In France, growing sales of reimbursable drugs under the country's
nationai health plan triggered activation of a contractual sales discount
on pharmaceutical companies including Ipsen, which signed an
agresment with the Comité Ecenomique des Produits de Santé (CEPS,
orthe economic committes for health products}. In 2005, the agreement
resulted in an additicnal charge of €2.3 milion, which was recerdled as
areduction inthe Group's sales figures. lpsen did not have 1o pay this
charge in 2004. offsetting its then lower contractual discount against
a creciit deriving from a previous decrease in prices.

In Germany, benchmark prices were established for drugs in some
therapeulic ciasses, As aresult, the 16% tax on drug sales implemented
in 2004, was lowerecl 10 6% effective 1 January 2005,

-

In italy, a 6.8% discount con drug sales enacted at the end of June
2004 was repealed on 31 October 2005, Furthermore, following a
government decision taken in 2003, the share of sales to hospitals grew

In November 2005, US company Allergan launched a public tender
offer for US company Inamed, with which the Group had entered into a
development and districution agreement in July 2002 under which the
Group granted Inamed an exclusive right to develop, seif and market
certain formulations of botulinum toxin for use in aasthetic medicing in
the United States, Canada and Japan.

This agreement was terminated on 20 December 2005 subject to
the condition precedent that the acquisition of Inamed be completed
by Allergan. The agreement states that a!l the Group's rights fo the
pharmaceutical product based on botulinum toxin type A previously
granted to Inamed, the results and clinical trials in progress with a view
0 the registretion of the product in the United States, as well as all the
worldwide rights to the Reloxin® trade mark wil ve soid back to the Group.
I exchange, the Group wilt pay Inamed US$10 million. Prior to comgletion
of the acquisition of Inamed by Allergan, Inamed remains responsible for
conducting the phase Hi ciinical triais and for preparing the Ciinical dossier

‘ e
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to 52.0% of sales in 2005, vs. 43.0% at the end of December 2004.
Accordingly. the share of sales to distributors declined concomitantty.
Sales prices to hospitals are significantly lower than sales prices to
wholesalers.

¢ In the United Kingdom, an average price reduction for drugs of 7%
came into force effective 1 January 2005, under the Pharmaceutical
Price Regulation Scheme (PPRS).

+ In Spain, after the government annuiled the pacto social, an additiona!
price decrease representing 4.2% of drug saies was put into effect on
1 February 2005,

* In Belgium, Decapeptyl® prices were reduced by 14% on 1 July 2005,
in compliance with the iaw, followed by a second price reduction
amounting to 2% in September 2005.

Due to government intervention or market pressures in some countries,
iower drug prices negatively impacted sales by €8.2 million in 20C5,
compared with 2004, representing a reduction in sales grewth ¢f
1.1 percentage paints in the year to 31 December 2005.

to be submitted to the FOA in respect of Reloxin®. On 13 March 2006,
Allergan announced that its offer 1o buy inamed had been accepted by
over 82% ot the lalter's sharehoiders and extended its offer until 17 March
200G. The acquisition was completed on 20 March 2008, leading to ful
and final termination of the agreement ¢of July 2002, This acquisition aiso
rendered null and void a prefiminary agreement signed with Inamed in
January 2005 concerning the exclusive distribution of certain formulations
of botutinum toxin for aesthetic medical purposes woridwide, except in
the United States, Canada and Japan.

In response to this acquisition, the Group entered into a development
and distribution agreement with the Medicis group pursuant to which the
Group has granted Medicis the exclusive right to develop, self and market
certain formulations of botulinum toxin for use in aesthetic medicine
ndications in the United States, Canada and Japan, undera brand name
other than Dysport®, which may be Reloxin® {see section 22.1.3 of this
registration document for a detaiied description of this agreement).




6.3.3 Asset disposal in Spain

In October 2005, the Group soid assets beionging to its Spanish
subsidiary 1o Faes Farma. The assets were used o promote and sell
primary care products, with the exception of Tanakene®, which remains
within the Group. Under this agreement, the Group transferred ownership
of the aforementioned products, as well as the corresponding distrinution
network to Faes Farma. The Group is also continuing to manufacture the
products for Faes Farma until April 2007 at the latest, On 12 December 2005,
the Group announced that it would close its Barcelona plant, as sconas
its manufacturing commitment to Faes Farma had ended, and set aside
provisions to cover all relgted closure costs in 2005, The Group recorded
the profit generated by the activities sold under discontinued Operations
with retroactive effect from 1 January 2003,

Extent of the Company’s dependence on patents or licences, industrial,
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commercial or financial sontracts or new manufacturing processes

In 20085, this profit inciuded €1.4 million in capital gains net of tax from
the sale net of provisions (i) for plant ciosure costs and (i} the net profit
pasted by the Operations during 2005 prior to the disposal, as well as
€2.1 milion in net profit from the manufacturing Operaticns continued
after the disposai, Following this transfer of assets, the Group’s
Spanish subsidiary will refocus on marketing the Group’s specialized
pharmaceutical products in its targeted therapeutic areas (Decapeptyl®,
Testim?® 50 mg Gel, Somatuline® Autogel®, NutropinAg? and Dysport®)
and on Research and Development in the Group's targeted therapeutic
areas in accordance with the Group’s strategy.

6.4 Extent of the Company’s dependence on patents
or licences, industrial, commercial or financial
contracts or new manufacturing processes

The extent of the Group’s degendence on patents, ficences, industrial,
commercial or financlal contracts or new manufacturing crocesses are
described in Chapter 4~ Risk Facters of this registration document,

particularly in sections 4.1.5,4.1.6,4.1.7, 4.1.8,4.1.9,4.1.10, 4.1.13,
423and4.2.8.

6.5 Elements on which the Company’s statements
concerning its competitive position are based

The Group's competitive position is predominantly presented in the
developments described in section 8.1 of this registration document,
ire which the Group identifies #s principal rvals. IMS, which speciaiises
ir processing pharmaceutical industry sales data from right around the
worid, supplies data inotably including IMS — MIDAS/ Ex-manufacturers),
which makes it possible to calculate market share. Further information can
be optained rom the www.imshealth.com website. The Group doss not

provide market share data, but considers that the data supplied by third
narties s unikely to provide a perfect picture of the sales actually recorded
oy the Group and its rivais. In addition, the saies figures of the Group’s
rivals may be obtained directly from the relevant companies.
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6.6 Regulations

Theinternational phanmaceuticalindustry is highly regulated by government
bodies. Regulations cover nearly all aspects of the Group’s activities,
from Research and Development and marksting to its manufacturing
facilities and processes. In each country where it markets its products
or condkucts research, the Group has to comply with the standards taid
down by the local reguiatory authorities and by any other competent

6.6.1 Regulatory approval

in the European Union, there are currently two methods of securing
marketing authorisation for drugs: the centralised procedure and the
mutual recognition procedure. With the centralised procedure, an
application for marketing authorisaticn is filed directly with the EMEA
based in Londcn), which covers all the countries in European Union.
This procedure is obligatory for alt biotechnology products and is
optional for other new chemical entities. With the mutual recognition
procedure, authorisation is granted in one European Union country
and the beneficiary then requests mutual recognition of this decision to
cover the other European Union countries. This procedure is used only
when the product is registered in a single EU member state, when the
company is seeking to extend registration of an existing product to other
countries or when the centralised procedure is not obligatory. A national
authorisation system remains in place for iocal registrations limited to
just one country.

WManufacturing facilities iocated in Europe are subject to inspections
and require authorisation from national bodies. For aif health products
in France, the AFSSAPS conducts (scientific and medical-economic)
assessments and checks {on iaboratories and advertising) and inspects
production faciflies. It monitors the safety profile of all products on the
market {post-marketing surveillance, biood surveiliance, equipment
checks, monitoring of medical devices and cosmetics monitoring). The
AFSSAPRS alse participates in EMEA's pan-European evaluation and
control systems.

5

In the United States, the FDA reguiates and controls clinical trials,
authorisations, manufacturing. iabeiling and packaging of drugs destined

in addition to securing reguiatory approval for its products, allthe Group's
manufacturing sites must be GMP-compliant {Good Manufacturing
Practices). The term GMP is used internationally to describe a set of
standards and procedures that manufacturers of therapeutic products
must adopt to ensure that they are suitable for use by humans. One of
the funcamental tenets of GMP s that the quality of a product cannot be
tested solely using one batch, but must be verified at each stage of the
manufacturing process. Quality directives inchudle stipulations related to
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supra-national regutatory authority. These authorities notably include the
EMEA, AFSSAPS (French Agency for the Safety of Health Productsy,
the Medicines & Healthcare Products Regulatory Agency (MHRA) in the
United Kingclom and the FDA in the United States, as well as various other
regulatory bodlies, depending on the reievant market.

for sale in the United States. The FDA also controls all the drugs currently
available for sale on the US market. The process of applying for marketing
authorisation for a drug from the FDA is similar to that adopted in other
countries. A New Drug Application {(NDA) can be filed only after the efficacy
and safety profile of the refevant drug have been proven through intensive
{esting on animals and in-dapth clinical trials on humans.

The authorisation procedure may take between six months and four
years in the United States and the European Union, depending on the
quality of the evidence produced, the degree of control exercised by the
competent regulatory body, the efficacy of examination of the dossler
and the type of product.

Once marketing authorisation has been granted for a given territory,
the new drug may be prescribed by doctors in the relevant region.
Subsequently. the holder of the marketing authorisation has to submit
reports from time to time to the reguiatory authorities listing any cases of
undesirable reactions. For cerain drugs, the regulatory authorities may
require edditional (phase IV) trials to evaluate the iong-term effects of the
drug or to compile information about its use in specific circumstances.

The regulatory authorities also require compliance with research, clinical
and producticn standards,

Manufacturing faciiities outside the United States producing products
imported into the US market must aiso be approved by the FDA on a
product-by-product basis and are subject to periedic inspections By
the FDA.

the methods, plants and controls used to design, manufacture, package,
iabei and store drugs, inciuding guideines concerning the instailation
and maintenance of the equipment used in the manufaciuring process.
In most countries, GMP compliance represents a basic criterion taken
into consideration when new pharmaceutical faciities are authorised to
start up their Operations. All the Group’s manufacturing faciities comply
with Good Manufacturing Practices (GMP) required in the piace in which
they operate and for the markets they serve.




6.6.3 Price-setting and control

Regutations may cover the setting and the control of sslling prices in
certain countries in which the Group markets its products. These controls
are impiemented pursuant to law or because the government or other
healthcare agencies in a given country are the principal purchasers of
creducts or reimburse purchasers for thelr cost. Price control mechanisms
vary in the way they operate from country to country. This may lead
to significant differences between markets, which may be ampiified
by exchange rate fluctuations. These pricing differences may also be
expicited by parallel import companies, which buy branded products
in markets where prices are iow and sell them in markets where prices
are higher.

In recent years, gfforts by government authorities to curb healthcare
spending have led to tighter contrals on reimbursement poticies in most of
the countries in which the Group operates, particularly in Western Europe.
where state-controlled neafthcare systems (with the reimbursement by the
state of a portion of healthcare costs) are the norm. Measures intended to
curb direct costs come in various forms, including mandatory price cuts
{or a refusal to accept price increases), a larger share of the cost being
torne by the patient {reduction in the amount reimbursed by the third
carty), ihe withdrawal of certain products from the fists of reimbursable
groducts, the alignment of reimbursed prices with the lowest product price
n category, analysis of the cost/benefit ratio of drugs prescribed
and efforts to promote growth in the generic drugs market. In addition,
when a product's price is set, the national authority takes into account
the price of the same product in other countries.

I certain Eurcpean countries, governments also influence drug prices
indirectly by controling the national healthcare systems, which have to pay
a large proportion of the costs of these products. In France, for instance,
a government agency sets the price of rembursable drugs taking into
account the product’s scientific value, as well as the agreements struck
between the government autherities and pharmaceutical groups. The
price set for a drug depends on the benefits it produces in terms of an
irnprovement inmedical performance and innovation and onan economic
analysis comparing it with existing treatments.

in addition, a mutti-year agreement in France between companies and
the Economic Committee for Health Products sets a target for national
soending on pharmaceutical products. If this target is exceeded, the
companies pary to this agreement are subject 1o quantitative discounts
calcuiated according to the trend in {otal spending by drug treatment
category and 1o the sales posted by each company.

Frenchlaw no. 2004-810 of 13 August 2004 instituted a French Supreme
Health Authority responsibie for evaluating and classifying the health
benefits expected or produced by medical procedures, services and
products. This committee will rom time to time issue opinions on the
Croup’s drugs, the health penefits of which were described as insufficient
during the reassessments initiated during 1999 and 2000.

Tae French Supreme Health Authority stated in a notice published on
15 Septermber 2005 that the health benetits of Bedelix* and Ginkor Fort®
are insufficient to justify reimbursement by the state neafth insurance
authorities. As a result of this decision, the French Supreme Heaith
Authority has recommended withdrawa? ¢f these drugs from the list of
reimpursable drugs.
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Based on the aforementioned notice issued by the French Supreme
Health Authority, the French government published two ministerial decrees
announcing the withdrawat of Bedelix® from the ist of reimbursable
drugs from 1 March 2006 (decree published in the Official Journat on
25 January 2006) and the intraduction of a reimbursement rate of 15%
for all members of the veinotonic class of drugs, 1o which Ginkor Fort®
belongs, from 1 February 200610 31 December 2007. This class of drugs
wiil then be removed completely from the list of reimpursable drugs on
1 January 2008. Furthermore, the price of Ginker Fort was reduced by
15% pursuant to an agreement between the Group and the Economic
Committes for Health Products {CEPS), published in the Official Journal
on 3 February 2006.

With respect to Tanakan®, the heaith authorities notified the Group of
their intention tc reassess the heaith benefits of this specialty drug in a
ietter dated 22 February 2006. Foillowing this review, the status and/or
price of Tanakan® may pe altered. To justify the continued reimbursement
of its product, the Group is conducting clinical development aimed at
confirming the clinical benefits of Tanaikan® in the treatment of cognitive
and behavioural disorders, such as mild memory impairment in elderly
patients. In addition, over 8,000 patients have been ervolled in research
orogrammes to determine the effects of EGb 761 on neurodegenerative
diseases of the central nervous system, including the symptomatic
treatment of Alzheimer's disease. Four triais are being conducted by the
National Institutes of Health {United States), with the Group sponsoring
ancther fourin Europe,

Several recent factors have significantly increased the normal discounts
and taxes owed by the Group in France during the 2005 financial year.
Confirmation of strong growth in nationwide sales of reimbursable
drugs in France led to the payment of contractuai sales discounts.
This meastire resuited in an additionai charge of over €2 mition for the
Group {including the discounts specific to certain products), which was
recognised as a reduction in saies. The Group did not have to pay this
charge in 2004, offsetting its then lower contractual discount against
a credit deriving from a previous decrease in prices. In addition, the
French Heaith Minister announced on 28 September 2005 his intention
1o implement price decreases on “certain specialties that progress aliows
10 be produced at lower cost” without specifying precisely the amount,
the applicable dates and the therapeutic ciasses that will be affected.
Lastly, the Social Security budget (LFSS) for 2006 increased 1o 1.76% for
2006 (increase from C.8% in 2005) the rate of contributions based on the
sales recorded by pharmaceutical companies in France. This paymentis
not tax deductible. The increased rate is expected to trim €4 million from
the Group's operating profitin 2008.
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Corporate structure of the Group
Organisational structure

7.1 Organisational structure

The stated percentages indicate the proportion of share capital and veting rights held in each company.

Group Organization chart March 31, 2006
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7.2 Restructuring

Corporate structure of the Group
Restructuring

7.2.1 Reorganisation of the Group’s corporate structure

In Jdune 2005, the Group reorganised its corporate structure by transferring
10 the Company all assets and operational hoidings held by Mayroy,
its majority sharehoider and a company crganised under the laws of
Luxembourg.

Before the reorganisation, the Company was the Group's main operating
subsidiary. In 2004, its consolidated saies amounted to €742 million,
representing more than 96% of the Mayroy Groug's total consoiidated
sales in that year.

The rearganisation had no impact on the Group's overali scope of
tusiness, which remains unchanged. Under International Financial

Repcerting Standards, the reorganisation is treated as a business
combination of entities under common control. Accordingly, the assets
and equity holdings were transferred to the Company at thelr net book
value as recorded in the financial statements of the transferring company
{Mayroy) on the date of the transaction, and were not therefore revalued
in the Company’s financial statements.

Before the recrganisation, the Group's simpiified legal structure was as
follows:

Ipsen Brand J

1
R e »( Bayer Stream J

100% | £6.59%

v 89.71%

Ipsen
Farmaceutica BY

[ Ipsen Ltd J (Biomeasure Inc. ]

{ 153.41%

1 50.29%

The reorganisation took place in two stages.

Inthe first stage, Mayroy transferred to its wholly-owned Dutch subsidiary
insen Farmaceutica B.V. the right 1¢ receive 50% of the rovalties due
from Bayer and its sub-licencees under their licence over the Group's
recombinant human factor VI which includes Kogenate® (the “Bayer
strearn”}. a description of which can be found in section 22.3 of this
registration document.

In the second stage, Mayroy transferred the following assets to the
Company: {i} 100.00% of the share capital and voting rights of Ipsen
Farmaceutica B.V. (Netheriands), {ii} approximately 46.59% of the share
capital and voting rights of lpsen Ltd. {United Kingdom} in which SCRAS
twholly-owned subsidiary of the Company) owned approximately 53 41%
of the share capital and voting rights, (i} approximately 49.71% of the
share capital and voting rights of Biomeasure Inc. {United States) inwhich
SCRAS held approximetely 50.29% ofthe share capital and voting rights,
and {ivi the “lpsen” brands, logos and tradernarks.

These assets and holdings were transferred to the Company using the
procedure described in article L.225- 147 of the Code de commerce. Alain
Auvray and Gérard Varona were appointed valuing auditors by order of
the President of Commercial Court of Paris dated 16 March 2005.

The valuing auditors concluded that the assets transferred, totalling
€83,998,825.14, had not been overvalued and accordingly were “at
feast equal to the amount of the capital increase made by the company
receiving the contribution pius the transfer premium”.

Simuttaneously with the asset transfer, Mayroy subscribed to a new share
issue for cash made by the Company in an amount of €66,00C,008.10in
order to trensfer 1o the Company the bulk of the Group's cash balance
previously held by Mayroy.

Foowing this reorganisation, the Company holds allthe Group's operating
assets and equity interests white Mayroy holds 100% of the Company’s
share capital and voting rights.
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The Group's simplified corporate structure at 30 June 2005 was as follows:

*( ipsen Brand J

100% 100% | | 49.71%
ipsen .
( SCRAS Ipsen Ltd l Biomeasure Inc. l
53.41% 50.29%

3
Bayer Stream

1.2.2 Transfer of assets relating to primary care product sales in Spain

On 19 October 2005, the Group announced that its Spanish subsidiary
rad signed an agreement with Faes Pharma SA. This agreement provides
fior the sale of the assets of the Group’s Spanish supsidiary dedicated to
cromoting and sefing primary care products. i.e. analgesics and Lasa
birand generics, with the exception of Tanakene® (marketed under the
Tanakan®brand name in France), whichisto remain part of the Group. The
products sold were marketed by the Group only in Spain and recorded
sales of €16.7 milion in the 2005 financial year.

The agreement provides for tha transfer of the assets and the coresponding
clistribution network. This network will be integrated into the third national
laboratory on the Spanish market, specialised in primary care products.
The Group will continue to manufacture the products covered iy this
agreement for Faes for 18 months,

The agreement also provides for the exclusive promotion by Faes ofthe
Tanakene® pharmaceutical spaciality (standardised plant extract from
Ginkgo biloba ieaves, EGb 761%)

On 12 December 20035, the Group announced that it would close its
Barcelonaplant, as soon as its manufacturing commiment to Faes Farma

Registration document 2005 - %ipm@

had terminated, and set aside provisions to cover all related closure
costs in 2005. The Group recorded the profit generated by the
activities sold under discontinued Operations with retroactive effect
from 1 January 2005. In 2005, this profit included €1.4 million in capital
gains net of tax from the sale net of provisions for plant closure costs and
the net profit posted by the Operations during 2005 prior te the disposal,
as wel as €2.1 million in net profit from the manutacturing Operations
continued after the disposal.

Foliowing this transfer of assets, the Group's Spanish subsidiary v
refocus on marketing the Group's specialised pharmaceutical products
(Dacapepty’®, Testim® 50 mg Gel, Somatuiine® Autogel®. NutropinAg®
and Dysport® and on Research and Deveiopment inthe Group's targeted
therapeutic areas in accordance with the Group’s strategy.
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Property, plant and equipment
industrial sites, real estale properties and equipment

8.1 Industrial sites, real estate properties and equipment

The Company's registered cffice and its administrative offices are
loceated in France. The Group’s operational headcuarters are located in
France and the United Kingdom. The Group owns or leases Research
and Development facilities across Europe (France, Spain and the United
Kingdom) and in the United States (Boston), representing a total surface
area of around 3,800 m?.

The Group currently manufactures the majority of active substances in
its main products and of products that seem highly promising in terms
ofits future growth atits primary meanufacturing facilities. At these plants
producing active substances, the Group processes its raw materials,
which chiefly comprise naturai clays, natural plant extracts, Ginkgo biloba
end sclid phase peptides.

All'primary
“carefinished
“products

Dreu’x[Fra’ﬁce] i distributed.

High-volume oral formulations ,967 million’sachgts, 746 million tablets,
429 mittion dry powder capsutes 68 5 mllhon ‘packs for sale, 10,574 tonnes

The second phase of the Group’s manufacturing process takes place
at secondary locations, where secondary dosage formulations are
manufactured and packaged, and where protein products are purified
and formutated.

In addition to its research and primary and secondary manufacturing
facitities, the Group maneges, either on its own or with partners,
five tree plantations and leaf-drying plants in France, China and the
United States.

The Group operates the following industrial and agricuitura sites:

SR

’ P
Analytical dev‘elopment and production of medicinal products for clinical trials.

Decapeptylv

Signes (F
ignes (France] L Somatulme‘”’

¢ S
Sustained—release peptide formulatio_ns for injection.

L !sle sur 5 Sorgue . Semy—fmlshed

AP plant, manufacturlng more than 2,500 tonnes Hof therapeutlc day per year,

v [Spain)”

[France] ‘ § Smecta® used for gastr oenterology products.
Wrexham D e Preparatlon of bulk dctive substances [BAS), purification and fermulation
(United Kingdom) o iy of protein- -based blologlcalproducts ‘
‘ : Triptorelin « b
i (Decapeptyt®) o . iy -
Dubtin {ireland} L‘anre'otidek . AP! plant, solid phase peptide ’:s’y)n’t’he.sns.
{Sornatutine®} ,
. Cork [Ireland] EGb 76]@ : Standardised plant extract from Ginkgo biléiba leaves
Tianjin [Chinal S Smecta® Local. market supply for Chfna“;}’(h‘? site opeirates as ajoint \(enture with tocal
= L partners: . e i o
: Allprimary S R !
" Barcelona care finished Manufacturmg and packagmg of oral dosagg forms. Products manufactured at
products forthe: - this site mamly stipply the Spanish market. Esubcomracted activity)

< Logearno (SWitzeELanq} =

Spanish market ...

i

Extr'aéts fr'om natural plant sources [including Ginkgo bitobal and related synthetic
¢hemistry for the pharmaceut:cal and cosmetic industries. :

¥ .Captieux [Francel

Ginkga-biloba’

" leaves

* Plantation and leaf- drymg facmty

" Saint-Jean d'lllac
> [France)

Ginkgo biloba

“leaves

Plantation and [éaf—dryih‘g facility. b

! Garnay [United States)"

.5Ginkgo bitoba

leaves®

. Plantation and léa‘fid;ryi‘ngﬂfacility.

Lu Yuan fCh@na} L

Ginkgo biloba ©

leaves,

Leaf-drying facility set up.in 1996, operated in conjunction with local partners.

' Zhong Da (China)

:..Ginkgo biloba

leaves

i

» Le‘af-drying’: facilibty operated in conjunction with local partners.

{1} Data for 2005 financial year.
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8.2 Environmental issues

8.2.1 Environmental regulations

The Group’s activities, particularly the manufacturing faciiities that it
operates in Western Eurcpe, as well as in Ching, are regulated by the
applicable environmental, health and safety legislation.

In Western Europe, all the Group's manufacturing facliities are located
in countries belonging to the European Union {except for the Locarno
plantin Switzerland}. In the European Union, the environmental legisiation
covering industrial companies has become much more extensive
since the beginning of the 1980s. Production facilities are covered by
EC directive 96/681 of 24 September 1996 on integrated goliution
prevention and control. This directive introduced a formidable array of
speclfic operating formalities (declaration or filing for authorisation to
ooerate} and covers all the environmental issues potentially facing an
ndustrial plant (waste management, environmental discharges, use,
,hndhng and storage of toxic and/or hazardous substances, etc ).
This directive has now been enacted into naticnal legisiation in every
EU member state, and its provisions must be cbserved at each of the
Group's facilities located in these countries,

Furthermore, the Euro’)ean Pd"ld'ﬂcm odoptod direc ’uve 2004/35

r‘revennon =md erﬂed ation of envi fr‘n"nmta] dunﬂge I' s directive
has implemented an original liabilily system in which initiatives are to
e taken solely by an independent authority that has yet to be created.
This directive, which will have tc be transposed into national law in EU
countries by 30 Aprit 2007, will merely complement the existing civil
lability framework in the event of soll or water poliution with which the
Group's facilities must already comply.

Property, plant and equipment
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The Group also operates a manufacturing faciity in Switzerland. Swiss
environmental, health and safety regulations are similar to those in force
in the Eurcpean Union.

In Western Europe, the Group has all the requisite authorisation for
its business activities and conforms to the regulations applicable to
ts Operations and ils manufaciuring faciities. This said, owing to the
uncertainties innerent in the treatment of environmenta! issues and the
increase in the relevant regulatory standards, the Group cannot rule out
1he possibility of having to devole additional expenditure to this area
going forward.

Givenitsincreasing integration with worldwide internationai trade channels,
China has for severa years been developing a specific framework of
environmental, health and safety regulations. The manufacturing facilities
operated by the Group in China are thus subject to a set regulations in
these areas. While the refevant stendards are not comparable to those
applicable in Western Europe, Chinese environmental, health and safety
requiations are poised to be tightened up over the coming years. As in
Western Europe, the manufacturing factities operated by the Group in
China hold the authorisations and permits required for their Operations
and comply with all the appiicable environmaental, neaith and safety
regulations.

At all its faciities, the Group believes it does not have any significant
exposure to liability for non-compliance with applicable legislation or
environmental, health and safety reguiations, The Group believes it
substantially conforms to all environmental, health and safety legisiation
and reguiations. The Group's policy is to provide a safe workpiace that
protects the environment and does not affect the heaith ot its ernployees
or that of neighbouring communities.

8.2.2 Environmental impacts of the Group’s activities

Foflowing the disposal of the Barcelona facility in 2005 and its classification as a discontinued operation, the plant's figures and ratios were excluded from
the data presented in the 2008 environment report and data for 2004 restated accordingly.

p 8.2.2.1 Consumption of energy resources,
water, raw materials and discharges
into water, air and soil

Further efforts to achieve greater energy efficiency

The Group's energy consumplion totalled 124,975,000 kWh in 2005,
compared with 115,432,000 kWh in 2004, representing an increase of
8.3%, compared with a rise of 4% between 2003 and 2004,

Thisincrease was attributable to the strong rise in production velumes 2

most faciities and growth totalling 8.4% in sales volumes. Consumption
trends at individual plants mirrored trends in production volumes, albait
with a generally favourabie and significant differential. Thisimproved energy

efficiency was the resuit of deliberate efforts to reduce consumption at
most plants.

The Wrexham faciity (United Kingdom) posted a deciine of 16.3% in its
energy consumption between 2004 and 2005 notably as a result of the
halt in production of Hyate: C® in early 2005 and a major awareness-
raising campaign. Energy consumpiion at the Signes facility increased
by 4.2% in 2005, while its production rose by 10%. Likewise, energy
consumpiion at the Dublin plant grew by just 10.8% i spite of the 20%
increase in its production. Conversely, the Dreux plant recorded a 5.7%
increase in its energy consumption (whiie its production increased oy
1.2%) owing notably to the entry into service of refrigeration units to
provide better temperature control at the facility.
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The ratio of energy consumption 1o sales posted a satisfactory decline
of 0.1% to 153.4 kWh per thousand euros in 2005 from 153,68 in 2004
on & rise of 8.4% in consolidated sales volumes compared with 2004
(pro forma).

Consumption broke down as follows by energy source:

Eleétricity B S S
easl SO e
e i R

The proportion of energy consumption accounted for by gas is rising
steadily. with the proportion generated by fuel ¢l moving in the
opposite direction. The start-up of the gas instaliation in Dublin in
late 2003 and the discontinuation of fuel oll installations at the Dreux
plant at 1 January 2005 were the main contributory factors. Linnea
remains the principal facility still using fuel ¢il. it accounted for 88% of
the Group's fue! oll consumption during 2005,

Water consumption tightly controlled
in spite of growth in sales

Tne Group's water consumption came to 537,578 m® in 2005,
representing an increase of 4.6% on the 571,108 m® recorded in 2004,
which was smalier than the increase in preduction volumes over the
same period.

This increase was tightly controlled through initiatives taken to recycle
manufacturing and washing process water.

The Signes faciiity saw ancther decline in its water consumption, which
dropped by 12.2% thanks o improved green space management.
Likewise, a project to control and make more efficient use of water was
implemented during 2005. Higher water consumption at the Dublin (359%),
Wrexham (83%;) and Dreux (10%} plants was aitriputable to research
and the repair of ieakages during 2005 and/or more effective measuring
{meters}.

The Isle-sur-Sorgue facility alone accounted for 87% of the Group’s
water consumption. Its consumption rose by 5.5%, a slower rate of
Increase than that seen in product volumes, thanks 1o changes made to
rmanufacturing processes {increased recycing).

The ratio of water consumption o sales posted a very encouraging decline
of 3.5% 10 0.73 m® per thousand euros compared with 2004,

The water supply mix at cur faciities underwent a change during 2005,
with well water increasing by 6.6% 10 67% of the total, up from 6% one
year eartier. This trend was attributable to the near-shutdown of the well
water Operations at the Dreux plant and the increase in consumption at
the Isie-sur-Sorgue faciity. The latter plant accounted for aimast aif the
well water used by the Group during 2005.

Solid and liquid waste

The Group produced 20,102 tonnes of waste in 2005, up from
19,178 tonnesin 2004, representing an increases 0f 4.8% or a slower rate
of growth than that seen in production volumes over the same period.

Production of solid waste remained stable {down 0.1%) across the
Group as a whole. This trend was attributable tc a 1.8% reduction in
volumes at the Isle-sur-Sorgue waste owing to improved recovery of
water from processed sludge, while solid waste volumes increased at the
Dreux (9%) and Cork {7.2%) plants in line with the uptrend in production
volumes. Conversely, liquid waste volumes grew by 14% owing entirely
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to the Cork faciity, where tonnages increased compared with 2004 as
a combined resuit of higher production (up 6%} and higher accidental
water consumption in late 2004 {since remedied}, which had an impact
on waste volumes in early 2005.

The proportion of recycling is thus steadily increasing. while incineration
and fandfill volumes are moving in the opposite direction.
efforts are underway and/or being developed by the majority of facllities
to reuse a larger proportion of thelr waste. For instance, more and more
organic waste is being composted in Cork, paper and cardboard recycling
s being developed in Tianjin, and dichloromethane recycling was rolled
out at the Signes plant during 2005.

In addition, the Wrexnham plant introduced important measures during
2005 to improve waste segregation at the facility. Lastly, plants are
increasingly implementing policies to optimise waste treatment by seeking
new recycling methods helping to increase the percentage of waste
reused.

The stabiity in the Group's overall waste volumes in spite of higher
production shows the venefits deriving from implementation of the
Group's rnanagement policies for both solid and liguid waste.
Consequantiy, although total solid and fiquid waste tonnages increased
oy 4.8% at Group level, the ratio of waste to sales decreased by 3.3% t¢
24619 xg per thousand suros.

The Group’s waste treatment mix during 2005 was as follows:

nRecycting i - 78% -
Incineration S . 8%
Landfills O ~ 14%

Improvement in quality of discharges into the air

The Group has made ongoing efforts over the past few years in this area,
particuiarly through the substantial decrease in fuel oil consumption (it
declined by 7% cormpared with 2004, after a 10% fall in 2004 compared
with 2003), with the scrapping of this energy source in Dublin at year-
end 2003 and at Dreux from 1 January 2005. Of particular significance
is the substantiai decrease in sulphur dioxide tonnages fotiowing the
discontinuation of or reduction in the use of fual il

To this end, the Groug stepped up its efforts by renewing its plant with
special emphasis on madern and more efficient processes, such as
changing the gas ourners at the Draux faciity.

Furthermore, no rnajor odour problems were encountered across any
of our facilities.

Encouraging trend in the effluent to sales ratio

Group-wide effiuent volumes totalled 508,749 m? in 2005, compared with
480,084 m? in 2004, representing an increase of 6.0%, a smatier rate of
increase than that seen in product volumes over the same period.

Ail the plants recorded lower effluent volumes thanks to specitic
reprocessing measures and/or efforts to curb inputs, except at the
Isle-sur-Sorgue plant. This facility, which leads the way in the treatment
of discharges, alone accounts for 71% of the Group's total effluents. it
posted & 12% increase during 2005 and was thus the key contributor. This
growth in ihe volurme of water discharges was atiributable to improved
treatment of the sludge sent to iandfili (see above) and thus better quality
water discharges.



Irrespective of the measures implemented to boost recycling of the
manufacturing and washing process water at the facility, the significant
growth in production volumes between 2004 and 2005 accounted for this
trend. In addition, the increase in effiuent volumes at the [sle-sur-Sorgue
plant also refiected higher-quality discharges.

Giventhe increase in the Group's sales, the effluent to sales ratio posted
a very encouraging decline of 2.2% to 0.62m? per million euros during
2008 compared with 2004 (.64 m* per million euros)

Noise

No particular noise issues were reported at the Group’s manufacturing
facilities that caused nuisance to neighbours {nuisance was restricted to
uninhabited environrments}.

Afew rare cases of high ieveis of noise (83 dBj were recorded from time to
time at the edge of the Tianjin plant in China. This said, certain processes
are noisy within faciities and produce noise in confined areas {for instance,
the grinding process at the Locarno plant). Specific studies are currently
being carried out with a view 1o implementing remedial measures.

Of particular interest among the noise-reduction projects implemented
Is the noise-reduction wall buiit during 2004 at the Dreux site around the
central water cooling installation.

Soil pollution

The Group attaches a very high level of importance to the issue of the
impact of its Operations on the sail in and around its plants. it is therefore
vary pleased to note that no instances of soil pollution were recorded at
the Group’s faciities in 2005,

The previous practice of spreading discharges on a limited area of
the facility (no longer used) may have contributed 1o the presence of
ammonium sulphate in higher-than-average concentrations in certain
focations.

This issue is monitored on a regular basis by the local environmental
authorities, which have confirmed the steady decline in this modest
contamination without any other action.

To mitigate such risks, the Group conducts preveniative measures, such
as storing ali potentially hazardous products in secondary containment
areas.

» 8.2.2.2 Biological equilibrium, natural
habitats and protected species

The Group's policy is to provide a safe workplace that protects the
environment and does not affect the health of its employees or that of
neighbouring communities. The preservation of biological equilibriumns,
conservation of natural habitats and protection of protected species are
monitored carefully.

In accordance with article 148-3-2° of decree no. 67-236 of
23 March 1967, the measures taken to curb impacts on biclegical
equitbriums, natural habitats and protected plant and animal species
are embedded inthe Group's general environmental protection program
and are, more specifically, reflected in the significant reduction in sulphur
dioxide emissions and in much slower growtn in effluent discharges,
water consumplion and waste production than in the Group's sales.

Property, plant and equipment
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» 8.2.2.3 Environmental certification

Environmental protection remains @ constant priority for the Group, which
is pursuing a bold accreclitation potlicy for its manufacturing facilities.
Under this policy, the Group's Operations, particusiarly its manufacturing
faciities in Western Europe and in China, comply with the environmental,
heaith and safety requirements applicabie under the legislation.

Western Europe

In Western Europe, all the Group's manufacturing facitities are located
in countries belonging to the European Union (except for the Locarmo
plantin Switzerland). In the European Union, the envirenmental legislation
covering industrial companies has become much more extensive since
the beginning of the 1980s. Preduction facilities are covered by EC
directive 96/61 of 24 September 1996 onintegrated pollution prevention
and control. This directive Introduced a formidable array of specific
operating formalities (dectaration cr fiing for authorisation to cperate)
and covers all the environmental issues potentialy facing an industrial
piant {weste management, environmental discharges, use, handiing and
storage of toxic and/or hazardous substances, etc.). This directive has
now been enacted into national legislation in every EU member state, and
its provisions must be observed at each of the Group's faciities located
in these countries.

in addition, negotiations are continuing concerning an EU directive
concerning impiementation of a Hability system in the event of
environmental damage. This may apply to the Group's activities. The
system implemented wouid then compiement the existing civil liability
framework in the event of soi or water polfiution with which the Group's
faciities must already comply.

The Group also operates a manufacturing faciity in Switzerland. Swiss
environmental, hea!th and satety reguiations are similar to those in force
in the European Union.

The Group’s commitment fo environmental protection is embodied in its
achievement in July 2004 of ISC 14001 version 2004 certification for the
Isie-sur-Sorgue facllity, which was renewed following a follow-up auditin
July 2008, Meanwhile, the Wrexharn plant secured Green Dragon Level 3
certification from the local environmental authorities, demonstrating the
success of its corporate initiatives.

in addition, the Cork and Dublin plants in Ireland embarked during 2005
on a process of ISO 14001 version 2004 certification, with the audit
scheduled in late 2006 in Cork and mid-2007 in Dubiin.

China

Givenits increasing integration with international trade channels, China has
for several years been deveioping a specific framework of environmental,
nealth and safety regulations. The manufacturing facilities operated by
the Group in China are thus subject to a set of regulations in these areas.
Whiie the relevant norms are not comparable to the standards applicable
in Western Europe, Chinese environmental, health and safety reguigtions
are peised to pe tightened up over the coming years. As in Wastern
Europe, the manufacturing facilities operated by the Group in China do
not have any polluting activities (plantations and packaging) and hoid the
authorisations and permits required for their Operations and comply with
all the applicabie environmental, heaith and safety reguiations.
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Aside from these points, the Group undertakes to abide in China by the
good manufacturing practices employed in Europe as part of its global
vision conceming the environmental impact of 4s activities.

Accordingly, the Tianjin plant was awarded an environment certificate by
the iocal environmental authorities in December 2005.

» 8.2.2.4 Spending on the prevention
of environmental impacts and
on regulatory compliance

Since envircnmental protection remalins a permanent priority for the
Group, it reguiarly invests in this area.

The principal investments made during 2005 linked to environmental
protection were as follows:

& replacement of carbon adsorption agents in Cork;
* introduction of closed circuits for cocling water at Dreux;
* implementation of a filter-press to treat sludge at I'lsle-sur-Sorgue;

» creation of containment storage solutions for hazardous liquids at the
I'lste-sur-Sorgue plant.

in addition to this expenditure, the Group pursued campaigns during
2005 at most of is faciities to ralse users’ awarenass about energy
consumption, and all energy-consuming investments are now
assessed and undergo an energy review dy the Group’s industrial
department.

Foreign subsidiaries

P> 8.2.2.5 internal management resources
for environmental issues

Responsibility for environmental protection at each plant is assigned
to a person identified by name. In 2005, 17 staff were involved in this
organisation across the Group as a whole. It is managed by the head
of the Health-Safety-Environment function for the whole of the Group’s
Industrial department.

Specific measures to treat acase of accidental pollution were implemented
at tive of the Group's manufacturing facilities.

Atotel of 100% of the Group's facilities stated that they complied with
local environmental siandards in 2003, 2004 and 20065.

» 8.2.2.6 Provisions and guarantees
for environmental risks,
compensation and litigation

Regular surveys of environmenta risks are carried out and proactive
nolicies are implementead to mitigate these risks. As a resutt, the Group
does not have significant exposure to liability for envirenmental damage
or, more generally, for remediation of environmental damage caused by
s Operaticns.

Accordingly, it has not set aside any specific provisions or guarantees
in‘respect of any identified environmental risk. Likewise, during 2003,
2004 and 2005, no ruling or compensation payments in respect of
environmental damage caused by one of the Group’s manufacturing
facilities were brought tc the Group's attention.

The Group's environment poiicy is applied to the same standards everywnere the Group does business. Bold menagement principles for environmenta
issues and a proactive aftitude are consistently applied at all the Group's foreign subsidliaries, in conjunction with local regulations.
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Review of the financial position and results in the pro forma

Major gevelepments in 1he period under review

The Group’s 2006 financial statements show a strong increase in
consolidated net profit {Group share), which totalled €148.6 million,
up 26.4% vs. 2004. Over the same pericd, net profit from continuing
Operations grew a stronger 37.5%.

Consolidated sales advanced 7.4%, against 2004. The increase was
fuelled by the growth of products in targeted therapeutic areas and
strong sales momentum in internationai markets, despite downward
price pressures in Major Western European Countries. Other revenues
were up €17.5 milkon, representing a 27.6% increase vs. 2004, spurred
oy growth in royaities and milestones payment.

consolidated financial statements for the years ended 31 December 2005 and 31 December 2004

The Group incurred no restructuring costs or impairment losses during the
year 2005. By comparison, in 2004, it reported €10.4 milion inrestructuring
costs and €10.8 miflion inimpairment losses. Operating marginimproved
10 23.0% of sales {compared with 20.8% on a comparable structure basis
and 20.5% as published at 31 Decemper 2004}, despite an increase
in R&D spend reaching 20.9% of sales in 2005 vs 19.1% in 2004. The
effective tex rate in 2008, amounting to 19.1% of consciidated net profit
pre-tax from continuing Operations, improved compared with 28.6%
in 2004, and notably benefited from the non-recurring recagnition of a
deferred tax assets at some of the Group's subsidiaries.

9.1 Major developments in the period under review

9.1.1 Group reorganisation and initial public offering

inJune 2008, the Group restructured its organisation. The Luxembourg-
registered Mayroy S.A. parent company transferred all of its directly
held operating assets and equity interests to the Company. A detalled
description of the recrganisation is presented in paragraph 7.2 of the
present reference document and in note 1 of the notes to the pro forma
financial consolidated statements for 2003,

Foowing the reorganisation, the Company held alt the Groug's operating
assets and equily interests, while Mayroy S.A. held 100% ofthe Company’s
share capltal and voting rights.

On 22 November 2005, the Board of Directors launched an initial puolic
offering process to iist izsen on the Euroiist by Euronext™ stock market,
Theintial price was set at €22.20 per share on 6 December 2005, Trading
of Ipsen shares began on 7 December 2005, and the corresponding
closing took place 9 Decemper 2005. Lastly, the greenshoe option was
exercised on 14 Decermber 2005.

9.1.2 Partnerships

& On 10 May 2005, the Group signed an agreement with companies of
the F. Hoffmann-La Roche Ltd group (“Roche’) cancelling a contract
signed 13 December 2002, relating to the shared deveioprment of
Diflomotecan® and BN 80927, two products derived from the Group's
research in the Oncology therapeutic area. Under this agreement,
Rocne paid the Group a tixed sum and transferred ownership of its
industrial property rights on the products to the Group. In addition, #
was agreed that if the Group sold the rights of the two products to a
third party, then the Group wouid pay Roche a fixed sum that would
gradually decrease in size over time,

L]

On the same day, the Group signed a transaction with Roche ending
alicensing agreement in progress and settling a dispute over royalties
owed to Roche for sales of Decapeptyl® in some markets. Under
the terms of the settlement, the Group paid Roche a fixed sum for
rovalties that Roche had claimed on saies recorded by the Group before
31 December 2004. Inexchange, Roche agreed not to ¢laim any further
royalties from the Group regarding the expioitation of Decapeptyl®

Regisiration document 2005 - ‘%ﬁm

The Public offering included:

® the issuance of 8,838,515 new shares, including greenshoe option
shares, for a capital increase totaling €196,215,033;

* an offering of 6,300.000 existing shares.

In eddition, 249,678 new shares were issued by Ipsen under a

€4,434 281.28 capital increase reserved for employees. Matching

contributions and a discount provided by the Group represented an
expensa of £€2.0 mition in 2005.

The fees and expenses arsing from the IPO totailed €8.8 mition. They
were bhooked in full against the capital increase share premium.

Folowing the PO, lpsen’s share capital was composed of 84,024,683 shares,
of which 80.97% was held by the Mayroy company, 0.30% was owned
by employees, and 18.73% was held by the public.

after that date. After factoring in the impact of haiting the two
contracts during the period, the two finalised agreements resuited ina
non-recurring €1.8 million charge against the Group's 2005 cperating
profit, vs. operating profit at 31 December 2004.

On 18 October 2005, the Group sold assets belonging to its Spanish
subsidiary to Faes Farma, The assets were used to promote and sell
primary care products, including analgesics and Lasa brand generic
drugs, with the exception of Tanakene® which remains within the Group.
The products scld were marketed solely in Spain by the Group. Under
the agreement, the Group transferred ownership of the aforementioned
products, as wet as the corresponding distribution network to Faes
Farma. it alsc agreed to continue manufacturing the products for
Faes Farma until Aoril 2007 at the latest. On 12 December 2005, the
Group announced that it would close its Barcelona plant, as soon as
its manufacturing commitment to Faes Farma had terminated, and
provisioned for ai retated closure costs in 2005. The Group recorded
the net profit generated by the activities sold, amounting to €4.4 million,




consolidated financial statements for the years ended 31 December 2005 and 31 December 2004

under "discontinued Operations activities” retrospectively as of
1 January 2005. This amount includes €3.9 milion in capital gains from
the saie net of provisions 1o shutter the production plant. €0.8 million
pre-tax profit from Operations before the divestiture and continued
manufacturing Operations after the divestiture and €0.3 mitlion of
income tax charge. Following the disposal, the Operations of the
Group's Spanish subsidiary were refocused on marketing the Group's
specialised pharmaceutical products, including Decapepty!®. Testim®
50 mg Gel, Somatuline® Autogel®, NutropinAg®, and Dysport®, and
on Research and Development in the targeted therapeutic areas, in
accordance with Group strategy.

On 24 October 2005, the Group sold the exclusive rights 1o market and
sel Tenstaten® in France to Recordati for aninitial period of seven years
beginning 1 January 2006. The Group, which developed and marketed
the product in France until that date, realised sales of Tenstaten® in
excess of €12 milion in 2004 and €11.3 million in 2005. To acquire
the rights, Bouchara Recordati paid the Group slightly more than
annual Tenstaten® sates. The Group supples Tenstaten®to Bouchara
Recordati, Recordati's French subsidiary, which markets the product.
The Group is also performing various services for Bouchara Recordati
during the faunch period.

9.1.3 Debt refinancing

Untit 17 June 2005, the Company and some of its subsidiares benefited
from credit faciiities provided under an umbreila agreement signed by its
sharehoider, Mayroy S.A. The Company signed four new loan agresments

9.1.4 Government measures

European governments continued to roll out measures aimed at
reducing public healthcare spending, impacting the Group’s sales
and earnings in 2005:

* in France. growing sales of reimbursakle drugs under the country’s
national heaith plan triggered the imposition of & contractual sales
discount on pharmaceutical companies, including the Group, which
signed an agreement with the Comité Economique des Produits
de Santé (CEPS, or the Economic Committee for Heaith Products).
In 2005, the agreement resulted in an additional charge of €2.3 mifion,
which was recorded as a reduction in the Group's sales figures. The
Group did not have to pay this charge in 2004, where is offset its
then lower contractuai sales discount against a credit deriving from a
previous decrease in prices;

* in Germany. reference prices were established for drugs in some
therapeutic ciasses. As aresult, the 16% tax on drug sales impiemented
in 2004, was lowered to 6% effective 1 January 2005,

in ltaly, a 6.8% discount on drug sales enacted at the end of June
2004 was repealed on 31 October 2005. Furthermore, following a
government decision taken in 2003, the share of sales to hospitals grew

Review of the financial position and resuits in the pro forma

Major developments in the period under review

¢ On 21 November 2005. the Group signed an agreement with Plizer
to promote Artotec® in France for an initial two-year period beginning
1 January 2008. Artotec® is a non-steroidal anti-inflammatory drug
used to treat symptoms of rheumatoid arthritis. in 2004, the product
generated French sales of more than €8 milion. As aresult of the Group
has been granted the rights to promote Artotec® with its existing French
saies force to general practitioners and specialists. The agresment
will only begin to impact the Group's performance significantly from
2006 onwards.

On 20 Decemper 2005, the Group and inamed agreed to cancel thelr
deveiopment and distribution contract of 30 July 2002, subjectto the
closing of the acquisition of Inamed by Allergan Group. Under the terns
of the termination agreement, all Group rights to the pharmaceutical
product based on botulinum toxin type A will be sold back to the Group,
as well as the world rights to the Reloxin® trade mark. In exchange,
the Group wili pay inamed USDS$10 milion. Until the acquisition of
Inamed is completed by Allergan — which would automatically trigger
the cancellation agreement ~ Inamed is responsible for carrying out
phase il clinical trials of Reloxin® and preparing the clinical side of the
regulatory requirements for obtaining FDA approvai of the drug (see
paragraph 22.1.3 of the present Registration Document for more details
on this contract),

on 17 June 2005, and the previous facilities have been cancelied by
Mayroy S.A. and the Company.

10 52.0% of the totai saies of the company in 2005, vs. 43.0% atthe
end of December 2004. Accordingly, the share of sales to distributors
declined. Sales prices to hospitals are significantly lower than sales
prices {o wholesalers;

E3

in the UK, an average 7% price reduction for drugs came into force
effective 1 January 2005, under the Pharmaceutical Price Reguiation
Scheme (PPRS).

in Spain, after the government annutied the “pacto social”, an additionat
price decrease representing 4.2% of drug saies was put info effect on
1 February 2005;

in Belgium, Decapeptyl® prices were reduced 14% on 1 July 2005,
in compliance with the iaw, followed by a second price reduction
amounting to 2% in September 2005.

Bue to government intervention or market pressures in some countries,
iower drug prices negatively impacted sales by €8.2 million in 2005,
compared with 2004, representing a reduction in sales growth of
1.1 percentage points in the year to 31 Decemper 2005,
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Review of the financial position and results in the pro forma
consolidated financial statements for the years ended 31 December 2005 and 31 December 2004

Analysis of resulls

European governments are pursuing further measures to reduce of 1 January 2008. Lastly, the French Health Ministry on 23 February
public spending on healthcare. Those measures are likely to have 2006 announced that the country’s supreme heaithcare authority’s
an impact on the Group’s results going forward: Transparency Commission had committed to conducting a new

assessment in 2006 of the medical benefits ot 141 drugs, inciuding
vasodiiators such as Tanakan® Following the assessment, the
Transparency Commission wilt pubish a notice of medical benefits of
the drugs reviewed. The supreme healthcare authority will then issue
arecommendation to the Health Ministry;

* in France, the sales tax for pharmaceutical laberatories was increased
10 1.76% in 2006, up from 0.6% in 2005, This payment is not tax
deductible. The increased rate will trim €4 million from the Group's
operating profit in 2008, in addition, Bedelix®, which generated sales
of €3.0 million in France in 2006, will be withdrawn from the list of drugs

reimbursabie under the national health plan as of 1 March 2008. The * in ltaly, the Health Ministry announced, applicable on 16/01/2008,
price of Ginkor Fort®, which generated sales of €57.5 milion in France a 4.4% price reduction for all pharmaceutical products reimbursabie
in 2005, was down 15% on 1 February 20086. French authorities also under the national healthcare pian, along with an additional 1% discount
decided to lower the reimursement rate of veinotonic class drugs, such on saies to wholesalers;

as Ginkor Fort®, to 15% beginning 1 February 20086 until 31 Decemiber

. i additional 2% pri ren ) i Hactiv
2007, those drugs being struck from the list of reimbursabie drugs as in Spain, an additional 2% price decrease was decided, effctive

1 February 2006.

9.2 Analysis of results

9.2.1 Comparison of consolidated sales for the years ended
31 December 2005 and 31 December 2004

in 2005, the Group realised net sales of €807.1 milion, up 7.4% on a by government authorities in Europe. In 2005, with all eise being equal,
comparabie structure basis, and up 7.3% on a comparable structure and the impact of government measures dragged sales down by €8.2 million,

exchange rate basis, va. sales of €751.5 milion in 2004. The growth was compared with 2004.
achieved despite the severe negative impact of price reductions imposed
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consolidated financial statements for the years ended 31 December 2005 and 31 December 2004

The foliowing table shows saies by therapeutic area at 31 December 2005 a

Products in targeted therapeutic areas

Review of the financial position and results in the pro forma

Analysis of resulls

d 2004:

, 10,7280 - 261% | 198,878 265% 11850 60% 199939 260% 10789  54%
Endocrinology 8799 A09% | 73104 97%:0 04892 204% . T304 95% 14892 204%
Neuromuscular s SRR b U g T T Vo '

 disorders 92478 115% | 82278 - 109% 10200 124% 83411 10.9%  9.067

Sub-total 391,202 48.5% | 354260 47.1% 36942 10.4% 356,454  464% 34748 9.7%
Primary care products

Gastroenterology | 141075 175% | 136477 . 179% 6398 . 49% 135236  17.6% 5839  43%
Cognitive disorders 120960 150%| 116348 . 155% 46120 40% 116368 152% 4612 40%
Cardisvaseilar CUNSTS T 143% | 110838 147% 4781 0 743% 115565 15.0% 56 0.0%
Sub-total 377,656 46.8% | 361,663  48.1% 15991  44% 367,149  47.8% 10,505  2.9%
Other therapeutic areas

Other drugs 1 6688 0.9% 33 50% Che709 0 19% (74880 (52.3)%

Operating activities
related to drugs

11 2005, prescription drug saies totalled €775.9m, representing 96.1%
of the Group's total sales. That result was up 7.4% on the €722.6m in
prescription drug sales achieved in 2004, when prescription drug sales
represented 96.2% of the Group's total sales. An analysis of the growth
foliows:

> Products in targeted therapeutic areas

Sales of products in targested therapeutic areas rose 10.4% to
€£391.2 million in 2008, vs. €354.3 mifion in 2004, Fuelled by the strong
performance of endocrinology preducts, the share of sales in targeted
therapeutic areas grew to represent 48.5% of the Group's consolidated
sates in 2005, compared with a 47.1% share in 2004,

* In oncology. sales advanced 6.0% 1o €210.7 million at 31 December
20035, against €1938.8 milion a year eariier. The improvement came
despite the negative €4.8 million impact of price reductions imposed
on Decapepty®. notably in Spain, Belgium, the UK, and italy.

v In endocrinology, sales totalled €88.0 miliion, up 20.4% and up
20.5%, excluding the forex impact, vs. €73.1 million in 2004, Sates
momentum was driven py the strong performance of the Somatuline®
Autogel® formulation, as well as the first favourabe effects of the launch

5.8%

1,724

of NutropinAg® in Germany, the UK, Spain, and France. The sharp
increase in 2005 saies was realised against a 2004 sales performance
boosted by the launch of the Somatuline® Autoge!® formutation in
several countries.

» In neuromuscular disorders, sales, exciusively represented by
Dysport®, totalled €32.5 million at 31 December 2005. That resuit
represents a rise of 12.4% overall and a rise of 11.8%, excluding the
forex impact. vs. 31 December 2004,

» Primary care products

At 31 December 2C03, sales of the Group's primary care drugs amounted
to €377.7 million, up 4.4% overall and up 4.3%, excluding the forex
impact, against €361.7 million a year eariier. The main driving forces
behind the growth inciuder the renewed sales mementum of Tanakan®
and Ginkor®, and the strong sales performances of Nisis® and Nisisca®,
despite a highly competitive market.

® In gastroenterology, szles totalled €141.1 mition at 31 Decemier
2008, representing anincrease of 4.9% overall and an increase of 4.6%,
excluding the forex impact, compared with saies of €134.5 million a
year earlier. The growth resulted primarity from the overall performance
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Review of the financial position and results in the pro forma
consolidated financial statements for the years erided 31 December
Analysis of results

of the range, notably in Russia and China. Owing to the low incidence
of gastroenteritis in France in Decermnber 2005, saies of Smecta® were
not as high as expected in this market,

* In the cognitive disorders area, sales advanced 4.0% ta 121.0 million
at 31 December 2008, vs. €116.3 million a year eardier.

* In the cardiovascular area, the Group realised sales of €115.6 million,
up 4.3% against sales of €110.8 million in 2004, mainly onthe back ¢f
significant sales growth of Nisis® and Nisisco®.

2005 and 31 December 2004

» Other therapeutic areas

Other therapeutic areas generated sales of €7.0 million, representing a
rise of 5.0% vs. 2004.

» Operating activities related to drugs

Sales from drug-related operating activities, i.e. the sale of active agents
and raw materials, advanced 8% to €31.2 million in 2005. This activity
accounted for 3.9% of the group’s total sales at 31 December 2005, vs.
3.8% a year earlier.

Group saies by drug for the years ended 31 Decemiser 2005 and 31 December 2004 are presented in the foliowing table:

'} 2005/2004 variation.

Decapeptyl® 10406 ke | Tom871 1 264t 12005 . k1% 199.871

CTanskan® 1120960 150% | 116348 155% 4812 ,{:4.0% 6048 152%  4ei2  40%
Dysport® |7 90478 1S% | 82278 109% 10200 © 12.4% . 82278 10.7% 10200  12.4%
Somatuline® | T 8175V 101% | 72061 . 96% - 9490 13.4% 72061 94% 9490 13.4%
Smecta® T 67485 A% | 6ASTL 86 2891  4S% | 64570 84% 2891 45%
Ginkor Fort® 1467 76% | 58999 © 79% 2163 37% 58999 77% 2163 3T%
Forlax® © © 1 u29m1 . 53% | 39382 U 52% . 3389 84% 39382 5.1% 3389 8.6%
Nisis® and Nisisco® | 41525 . 51% | 37154  49% 4371 118% 37054 48% 4371 118%
Nutropin® 5,740, 07% | 824 . 01% 4916 596.4% 82t 01% 4916  596.4%
_Other products - \ o . 42 o 7:0%

i

38%

100.0%

2309 80% 29513
e |

1,001 . 68,121 ) [16.702)

T

{1} Peptide- or protein-based products.

v Decapeptyl®-1n 20085, sales of Decapepty!® reached €210.6 milion, up
6.1% vs. the previous year. Growth was hampered by lower reguiatory
prices imposed in a nurmber of Western European markets, including
italy, Spain, Belgium, and the UK. The aggregate impact of the price
reductions cut sales growth by 2.4 percentage points, or €4.8 mitiion.
Sales volumes rose a buovant 8.5% in 2005,
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® Tanakan® - Sales of Tanakan® increased 4.0% 1o €121.0 million in
2005, confirming the drug’s steady sales growth. In France, which
accounted for 73.2% of Tanakan's® woridwide sales in 2005, growth
was achigved in & globally declining market. Sales were also satisfactory
in other markets where the drug is sold, primarily in Eastern European
countrigs and China.




consolidated financial statements for the years ended 31 December 2005 and 31 December 2004

o Dysport® — Sales of Dysport® advanced 12.4% 10 €92.5 million in

2005, primarily as a result of growth in the drug’s main markets of the
UK and Germany, as well as in taly. Good sales performances were
aiso achieved in Central and Eastern European markets, which offset
the negative impact of price pressures from heightened competition
in Iran and Mexico.

Somatuline® - Sales ¢f Somatuline® rose 13.4% to €81.8 million in
2005, fuelled by growth in France, the UK, Greece and ltaly, where
the Autogel® formulation was launched in February 2005. Together,
these four markets accounted for two thirds of the drug's sales voiume
growth. The advance. however, was affected at the end of 2005 by
a drop in orders from ltalian wholesalers and hospitais in the wait for
regulatory price reductions set 1o {ake effect in that market in mid-
January 2006, as well as by the imposition of price reductions in Sgain
in early 2005,

*

<

Review of the financial position and results in the pro forma

Anaiysis of resulls

* Forlax® - Sales of Forlax? increased 8.6% to €42.8 million in 20085,

owing notably to strong sales growth in the Benelux region, Algeria, and
France - the drug’s largest market - which benefited from the launch
of a paediatric formutation in June 2005.

Nisis® and Nisisco® - Saies of Nisis® and Nisisco® totelled €41.5 mition,
up 11.8% over 2004. The growth was achieved in acompetitive market
environment.

NutropinAg® - Sales of NutropinAg® reached €5.7 million at
31 December 2005, up frorm €0.8 milton a year eartier. Launchedinthe
spring of 2004, the drug continued to make steady inroads and is now
marketed in the Group’s major European markets, including France,
Spain, Haly, Germany, and the UK, as well s in other countries.

With Decapeptyl®, Dysport® and Somatuling®, sales of lpsen’s peptide-
or protein-based products rose 8.0% to €384.8 miflionat 31 December

2005, accounting for 47,7 % of the Group's total sales for the year. That
performance compares with sales of €352.9 million, representing 47.0%
of the Group's total consolidated sales at 31 December 2004.

+ Smecta®- Salesof Smecta® grew 4.5% 10 €67.5 milionat 31 Decembper
2005. The product performed notably welt in Cnina.

v Ginkor Fort? - Sales of Ginkor Fort®, reaiised mainly in France, totalied
€61.2 million, up 3.7% vs. 2004,

$Bales by geographical region

In 2005 and 2004, the Group generated sales in the following geographical regions:

2005/2004 variation
Published

E
t
i

wsands of euros
' France 360,908 447% 1 345,931 L60% 14977 43%  345.931 451% 14977 4.3%
Spain 52,0057 w6 4% [ 53,291 7.4% (1,288} (2:4)% 69,558 9.1% [17,553) (25.20%
italy - 65980 7 "82% | 62,057 83% . 3923 . 63% 62057 81% 3923 6.3% -
Gerrany 39,462,552 £.9% | 33,087 4.4% 6,375 19.3% 33,087 4.3% 6,375 19.3%
© United Kingdom 98932 3e% | 25329 3.45% 3,603 142% 25329 3.3% 3,603 14.2%
. Major Western Lo IS {
European Countries 547,287 519,695 69.2% o 27592 5.3% 535,942 69.8% 11,325 2.1%
* Other European L : o ‘
Countries 155,893 135,580 ' 1B.0% 20,313 15.0% - 135,584  17.7% 20,309 15.0%
Asia o 52087 6.5% | 45,104 5.0% 6,983 15.5% - 45,104 5.9% 5,983 15.5% .
North America = = 4 ) 0.0%:} . 264 0.0% . {264} {100.0% 264 0.0% [264)  (100.0)%~
. Other countries inthe| | o e ‘ f
Rest of the World 51847 . 64%| 750,896 . 48%, . 0951 .019% 50911 6.6% 936 1.8%
" Rest of the World - 103,934 12.9% 96:264, . 12.8% 7,670 8.0% 12.5%

96,279 7655  7.9%
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Analysis of resulls

» At 31 December 2008, sales generated in Major Western European ¢ |n Other European Countries, sales increased 15.0% to €155.9 milion
Countries 1otalied €547.3 milion, an increase of 5.3% over 2004, at 31 December 2005. The satisfactory growth recorded in Central
Growth wes affected by price decreases imposed on Decapeptyl® and Eastern European markets, as weil as in the Commonwealth of
and Somatuling®/Autogei® in Spain, Italy, the UK, and Belgium, as Independent States, was tempered by weaker performances in other
wel as by the contractual discounts imposed in France, as noted Western European markets. notaply Belgium, where the price of
earlier. As a result, sales volume growth, which was 6.6%, was 1.3 Decapeptyl®, the main product in that market, was reduced 16%.

percentage ooints higher than sales growth. The good performance
in this gecgrapnical segment was derived from the buoyant sales of
primary care products in France, sales of Dysport?, and the launch of
the Somatuline® Autogel® formulation in Italy and Germany.

* In the Rest of the World, sales advanced 8.0% to €104.0 milkon in
2008. Asia was the primary driver of growth, particularly China, where
sales grew at a strong pace owing notably to Smecta® and Decapeptyl®.
Growth remained weaker in the Middie East and Latin America.

9.2.2 Comparison of the consolidated income statement for the
years ended 31 December 2005 and 31 December 2004

A comparison of the income statement Is presented below:

Published 2004

{ins thoysands
G ! ‘ of euros] |
807,174 90:9% 767,825
Other revenuas ™ : V80,7387 91% | 63287 .. 7.8% 27:8% 43,287 27:6%
Total revenues 887,852 100.0% 814,826 100.0% 2.0% 831,112 6.8%
Cost of goods sold © - CUNT042) (19.21% | (165,658) 203)% - 3.2% . (173.832) (1.61%
Research and Development | T SR T I | ’
expenses 1169.025) - (19.01% 1432277 . o W760% 18.0% [143,243) 18.0%
Selling, general and » - O : ; - .
‘administrative expenses {364,135) {41.01% | - {330,390) {405)% 10.2% (337,182 8.0%
- Other operatingtincomeand = *7| = T o . R L
expenses 1,169 0:1% 29230 1+ (0.3)% ns 2,123 ns
" Restructuring costs 0 o LoUE300 Ll 0% | (10,436) 3% . -« nsoi. (10.840) ns
: Impa(irme‘rl{i losses, T R P (1’;3,757), 130 . ns. (10,757) ns
Operating profit 185,349 20.9% 156,481 19.2% 18.4% 157,381 17.8%
- Income from.cash and cash o e BT : .
equivalents -« iy et 019520 ’ 2084 eno o T T L 2184 \
- Cost of gross financiat debt. . . (78700 B A TR {11,004) -
Cost of net financial debt {5,918} {0.71% [8,820] {1.11% (32.9)% (8,820 [32.9}%
. Other interestincomeand * 5o wl o LY R T
Cexpense T T (6320 0% | (4ee) - [0MI% s (468 ns.
lncometax © (3208 39k | 142,039 (2% (18.61%  [42.134) (18.81%
Net profit from continuing ‘ ‘ s o :
Operations . SRR R VA ) M 16.3% 1~ 105,156 oo 129% ¢ 37.5% 105,961 36,5%
Net profit from discontinued - . , o : ‘ ‘
Operations : : C 4,476 0.5% | v 12,748 1.6% . [6541% 11,943 {63,00%
Consolidated net profit 149,007 16.8% 117,904 14.5% 26,6% 117,904 26,6%
Group share ' 148,638 - 117,638 o - 117,638 -
Minority interests e 389 o 0. 266 - - 266 -
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consolidated financial statements for the years ended 31 December 2005 and 31 December 2004

Other revenues

Review of the financial position and results in the pro forma

Analysis of results

In 2005, other revenues, which included royalties and milestone payments from partners and for varicus services, totalled €80.7 milion, up 27.6% vs.

£63.3 million in 2604.

Breakdown of other revenues:

2005/2004 variation

{in thousands of uros),

Breakdown by revenue type

Royalties received " i 45,049 33007 11,842 35.7%
| “Milestone payments <0 L ,’ “
licensing agreements . ‘ 86.6%

Other {co-promoting revenues,
. _rechiargingls i e

* The increase in royalties received resuited primarily from the growth
in royalties generated by the Kogenate® licensg, which totalied
£€42.0 milion compared with €30.5 milion in 2004,

» The rise in milestone payments generated by Research and
Development parinerships stemmed from the acceleration of the BIM
51077 development programme conducted in partnership with Roche,
as well as the bocking of a fixed sum resulting from the canceliation of
a Research and Development agreement.

¢ The decline in other revenues was due to the decrease in bilings for
R&D services owing to the cancetation of the aforementioned resaarch
agreement.

Research and Development expenses

(22.4%

Cost of goods sold

In 2005, cost of goods sold totaled £171.0 million. representing 21.2%
of sales. By comparison, in 2004, cost of goods soid amounted to
€185.7 mition, representing 22.0% of seles. The favourable downtrend
was notably due to the impact of nigher production voiumes and faster
growth of sales of products with higher margins. Furthermore, the
improved productivity offset the erosion in margins sparked by price
reductions in some markets in 2005.

A comparison of Research and Development expenses for the years ended 31 December 2005 and 31 December 2004 is presented in the

following table:

2054 variation:

Breakdown by expense type

: D‘r‘UgAré(é‘ted Research and Develobment\‘?‘

Industrial development ¥

126203 . 5, 19,602
' | 6.074 49.5%.

| Strategic development

(1) Drug-related Research and Devetopment js aimed at identifving

new agents, determining their biological characteristics and developing
small-scale manufacturing processes. Pharmaceutical development enables the process whereby active agents become reguiatory approved
drugs. It is furthermore used to improve existing drugs and to research new therapeutic ndications for those drugs. Patent-related costs are
inciuded in this type of expense.
(2} Includles chemical, bictechnical and devetopment-process research costs to industrialise the small-scale production of agenis developed by the
research laboratories.

(3) Includes costs incurred for research into new product licenses or astablishing partnership agreements.

Research and Development expenses increased 18% to €168.0 milion, representing 19.0% of revenues and 20.9% of sales in 2005. That compares
with 2004, when Research and Development expenses totalled €143.2 million, representing 17.6% of revenues and 19.1% of sales.
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Review of the financial position and results in the pro forma

Analysis of resulls

¢ [n 2005, main Research and Development projects concerned phase
il ciinical trials for Somatuling® and Dyspont® with a view to preparing
for their fiing with the FDA in the US, as well as development of the
BIM 51077 product in partnership with Roche. The growth in drug-
related Research and Development expense notably reflected the
full-year impact of the Group having strengthened its clinical
develooment teams in 2004,

© inthe area of industrial development, the new primary production facility
inWrexham, UK, which manufactures the active ingredient tor Dysport®,

Selling, general and administrative expenses

consolidated financial statements for the years ended 31 December 2005 and 31 December 2004

was put into production for clinical stocks at the end of June 2004.
The corresponding operating costs were then recorded as industrial
development expenses. In 2008, these expenses were booked over
the full year, whereas they were recorded only for the second haif of
2004, which explains the increase in this item.,

A cornparison of selling, general and administrative expenses for the years ended 31 December 2005 and 31 Decemier 2004 is presented in

the foliowing tadle:

Breakdown by expense type

Royalties paid 29,033 BRRPTT YR b 3,139 12.1%

Taxes and sales ta-;i(‘ ) y 11142 :} ; . ) 7,877;; .+ 3,265 41.4%

Other sales and marketing expenses | 255183 2 2‘3?;5‘10 ) S 15673 65%
Sellifg expenses . .. 295.358 273281 22077 8.1% .
General and administrative 575}68,777, .

T

In 2005, selling, general and administrative expenses increased 10.2% to
£364.1 million, representing 45.1% of sales. That result compares with
€336.4 million in 2004, reprasenting 44.0% of sales.

+ Seliing expenses amounted to €285.4 million, or 36.6% of saies in
2005. When expressed as a percentage of sales, the resuit shows a
skght increase vs. 2004, when selling expenses reached €273.3 million.
Notably included in selling expenses were royalties paid to third-parties
on the sales of products marketed by the Group. These totalied
€239.0 million in 2005, up 12.1% over 2004, owing to the sales growth
of the corresponding products. Some taxes and sales taxes were
also included, mainiy from France, totalling €11.1 rnilion, up 41.4%
vg, 2004, In 2005, other sales and marketing expenses amounted 1o
€255.2 milkon, rising 8.5% vs. €239.5 milionin 2004. That increase was
less than sales growth, despile sustained support for newly launched
prodiucts, particularly Nisis® and Nisisco® in France, and Somatuling®
Autoge!® and NutropinAg® in several markets,

General and administrative expenses grew 20.4% to €68.8 million,
an increase of £11.7 million over 2004, Of that amount, €2.2 million
were non-recuring expenses. In addition, general and administrative
expanses included a €2.3 million increase in nsurance premiums and
other taxes in 2008, while administrative and control structures at the
Group’s central services and in some fast growing Eastern European
countries were also reinforced.

Restructuring costs and impairment losses

The Group incurred no restructuring costs or impairment losses in 2008.
In 2004, a charge of €10.4 million was recorded to cover all the costs

Registration document 2005 - "% QP%M

associated with halling the production of Hyate:C¥ and restructuring
costs in Spain. Furthermore, 2 £10.8 mition chearge was booked in 2004
owing to the impairment of goodwill during the acquisition of Stérix, a
company whose scle activity was to iead high-risk pharmaceutical
research projects.

Operating profit

As a result of the iterns mentioned above, the Group's operating profit
advanced 18.4% to €185.3 mition in 2005, vs. £156.5 million in 2004,
Operating profit represented 20.9% of revenues and 23.0% of sales, up
from 19.2% and 20.8% respectively in 2004. Excluding the non-recurring
terns noted earlier, operating profit rose 6.7% in 2005 and represented
20,3% of revenues, compared with 20.7% In 2004.

» Segment reporting: Operating
profit by geographical region

In comptance with IAS 14 “Segment Reporting”, the Group's primary
reporting format is presented according to geographical segment, since
the Ipsen Group operates ina single business segment, |.e. drug Research
and Development, production and sales.




Review of the financial position and results in the pro forma
cansolidated financial statements for the years ended 31 December 2005 and 31 December 2004

Analysis of results

Sales, revenues and operating profit for the years ended 31 December 2005 and 31 December 2004 are presented in the following tabie by geographical region:

005/2004 variation
‘on a comparable

structure basis
millions of |

~euros! }

Major Western European Countries

Sales 547287, “97'8% |1 1519,695 97.8% - 27,592 5.3%.
Revenues 5591461 100.6% | s ‘5:%3,58# ,Hibd;o%,‘ 27,872 5.5%
 Operating profit Cu 2090652, 3913%: 208165 | 392% 11,487 55%
Other European Countries
Siles it U egen  gomw | 135580 99.7% 20312 15:0%
CReveries o s 000% 135985  100.0% 20,273 14.9%
Operating profit. LY siese aszm | mamm o | agew 2,197 £2%
Rest of the World
Sales : 100 103936 - 100.0% 1000% 7470 8.0%
Revenues 103.924 100.0%, 1 .100.0% 7.670 8.0%
Operating profit 2‘;.228 . . 28,{“/6 B RUVIRE 24.5%, 5,607 23.7%
Allocated Total
Sales : 807,114 98.5% 751,539 98.4% 55,574 7.4%
Revenues 819,653 000% | 763,837 100.0% 55,816 7.3%
Operating profit . 303,849 37.1% 284,558 37.3% 19,291 6.8%
Non-Allocated Total
Revenues ¢ - 68,199 1000%.| 7 50989 | 100.0% 17,210 338%
Operating loss (118,500) (7381% | (128076) ©  [2512)% 9,576 (7.5)%
Ipsen Total
. Sales : 807,114 90.9% | 751,539 " 92.2% 55,574 74%
 Revénues 887,852 100.0% 814,826 100.0% 73.026 9.0%
dperatingprafit ‘ 185,349 20.9% 156,481 19.2% 28.868 18.4%

in the Major Western European Countries, i.e. Germany, Spain,
France, ltaly, and the UK. operating profit rose 5.5% to €218.7 miilion.
against €208.2 miliion in 2004. At 31 December 2005, operating
profit represented 39.3% of revenues, vs. 39.2% in 2004, The slight
improvement stemmed from productivity gains in cost of goods sold
and selling costs, which offset the negative impact of price reductions
and higher taxes and sales tax. In addition, in 2005, this geographical
segment incurred most of the central marksting costs that were not
allocated in 2004, Lastly, no restructuring costs were recorded in
2005 for this region, unike in 2004, when operating profit in Spain
was impacted by non-recurring restructuring costs.

{n Other European Countries, which includes other Wesiern Eurcpean
countries and the countries of Eastern Eurcpe, operating profit increased
4.2% 1o €55 .0 milion, compared with €52.8 milion in 2004. in 2005,
operaling profit represented 35.2% of revenues, down from 38.8% in

e previous year. The decling in relative value resufted primarily from
aliocating to this geographical segment a share of central marketing
expenses not afocated in 2004, as well as recrganisation costs in
Eastern Europe.

In the Rest of the World, most of the Group's products are marketed
by third-party distributors and agents, exceptin China and South Korea,
where Ipsen has a direct presence. In 2005, operating profit from this
geographical business segment advanced 23.7% to €29.2 million,
representing 28.1% of revenues, vs. 24.5% in the previous year. The
strong improvement was directly tied to halting the production of Hyate:

@ in 2004. The costs generated by the product, which was marketed
inthe US. stif had a negative impact on 2004 resuits. The improvement
was made despite the negative impact of aliccating a share of central
marketing expenses 1o this geographical segment.

S,
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Review of the financial position and results in the pro forma

Analysis of results

In 2005. the non-allocated operating loss totalied €118.5 million, down
from a loss of €128.1 miliion in the previous year. The non-allocated
operating '0ss included:

¢ revenues {otailing €68.2 mitlion, up sharply vs. €51.0 million at
31 Decembper 2004. The increase was driven by the growth in royalties
generated by the Kogenate® license. it was also fueiled by the collection
of & fixed sum arising from a cancelied research agreement and partiaily
offset by lower bilings for R&D services, also as resuit of the cancelied
agreement;

Research and Development expenses totaling €151.1 millien, up from
€126.3 milion in 2004;

-

salling, general and administrative expenses amounting tc €38.4 million,
compared with €37.4 million in 2004. The expenseas arose mainy from
the activities of the Group's central services, which were reinforced
during the year. In 2005, central marketing costs totailing €10.9 miiion
were allocated to the geographical business segments. in 2004, those
costs, which totalled €8.1 million, were not allocated,;

-

other operating income totalling €2.8 million, against other operating
expenses of €15.3 millon In 2004, when & €6.7 million restructuring
charge was recorded for a Group industrial site, as well as other
operating expenses amounting to €10.8 million for the impairment
loss on the Stérix company.

(Cost of net financial debt —~ Other
interest income and expense

in 2005, the cost of net financiai debt totalied €5.9 million, a 32.9%
improvement over the €8.8 milion recorded in 2004. The positive trend
reflectedt a steep decline in interest expense on interest-rate options,
most of which matured, as wetl as a sharp drop in interest expense on
borrowings following a reduction of the Group’s net debt in 2005,

11 2005, interest rates onioans averaged 3.93%, down from an average
4.71%in 2004.

income tax

At 31 December 2008, the Group's sffective tax rate amounted to 19.1%
of pre-tax profit frorn continuing Operations, compared with 28.6% in
2004,

The 20085 effective tax rate bengfited from the non-recurring impacts of
recognising net deferred tax assets and utiizing previousiy unrecognized
tax loss carry forwards for a total of €8.8milion on British, Dutch and

consolidated financial statements for the years ended 31 December 2005 and 31 December 2004

ftalian subsidiaries. since their profitability improved. Exciuding the
non-recurring impact of the deferred tax assets, ihe Group's tax rate
would have been 24.0% in 2005. in 2004, the Group did not record
any unrecognised deferred tax assets and only utilized non significant
previously unrecognized tax loss carry forwards amounts.

The effective tax rate in 2005 also benefited from the following:

- afavourabletax rate on €21.5 milion in milestone payments received
tor the vear, vs. €7.5 million received in 2004;

- research tax credits in France, Spain, Ireland, the UK, and the US
totalling €9.0 miion in 2005, up from €4.3 mition in 2004.

The impact of these two items on the effective tax rate was greater inthe
secend haif of the year than In the first half of 2005.

Net profit from continuing Operations

As aresult of the items noted above, in 2008, net profit from continuing
Operations advanced 37.5% to €144.6 milion, vs, 105.2 million in the
previous year. This resuit amounted to 16.3% of revenues in 2005,
compared with 12.9% in 2004

Net profit from discontinued Operations

In 2G05, the Group reported net profit of €4.4 million from primary care
Operations in Spain. With the exception of Tanakan® (known locally
as Tanakene®), these Operations were soid to the Spain-based Faes
Farma company in October 2005, and presented retrospectively as of
1 January 2005 as “discontinued operating activities”. In 2004, net profit
from discontinued Operaticns of €12.7 million was booked corresponding
orimarily to net capital gains generated by the sale in June 2004 of
American company Dynport LL.C, as well as the Group's share of profit
generated by that company up to the date of sale.

Consolidated net profit

As a result of the items noted above, consoiidated net profit rose
26.4% to €149.0 mition (Group share of €148.6 1y in 2005, vs.
£€117.9 mition {Group share of €117.6 million) in 2004. Consolidated net
orofit represented 16.8% of revenues in 2008, compared with 14.5%
in 2004.




Cash flow and capital for
the years ended 31 December 2005
and 31 December 2004

10.1 Analysis of the cash flow statement .68 s
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Analysis of the cash flow statement

The consotidated cash flow statement shows a net increase in cash
flow of €117.2 million in 2005, before taking into account the impact of
foreign exchange variations and pro forma treatment, vs. anincrease of
€10.3 million in 2004.

Group operations generated strong cash flow in 2005 with cash fiow from
Gperations totaiing €178.9 million, up from €124.7 million in 2004. At

Cash flow and capital for the years ended 31 December 2005 and 31 December 2004

December 2005, net of corresponding fees. The Group sharply reduced
s drawdowns on long-term credit nes while keeping the option of using
those credit facilities, which total €275.6 mition. The Group earmarked

52.7 milion for its investment transactions and paid out €29.3 million
in dividends in 2005. Cash flow generated by discontinued operations
amounted to €12 miliion. In 2004, discontinued operations generated
no cash fiow.

31 Decemnber 2005, the Group's net cash position benefited rom €191.8
in proceeds generated by the Group’s IPO-related capital increase in

10.1 Analysis of the cash flow statement

31 December 2004"

ash flowibefore Variation inWC 172,967 145,692
- (Increasel decrea(s‘e inworking capital reqmrement for operatxons 3,887 (21,009} -
+ Net cash.flow generated by operating activities 176,854 124,683
« Netcash flow used in mvestment actlvmes [52,’%&9) (102,477
» Nat cash ﬂow used in fmancmg actlvmes {18,950} (11,945}

. » Net.cash ftow provxded by drscontmued activities : 12.001 i
Increase [decrease] in cash flow 117,156 10,261
Cash and cash equwatents, begmnmg of year :92,763 99,725 ‘
Impact of: pro forma treatment 1(10,150) {15,227]

N Impact of. fare:gn exchange var»atuons 795 {1,996}
Cash and cash equivaLents, end of year. 200,564 92,763 -

Net cash flow generated by operating activities

At 31 Becember 2005, cash flow bsfore changes in working capital
totatied €173.0 million, up from €145.7 milion in 2004, and reflecting
the improvement in net profit noted earlier.

Working capital requirement for operating activitles declined €3.8 million,
owing to the following:

the palance between current assets and current Habiities is a liability
which increased by €21.9 million in 2005, This increase notaniy
resulted from the coliection of €11.4 million in milestoneg payments
on alliance contracts that were only partiaily recognised as revenuss
in 2005, as weitas an €8.7 million increase in lizhilities for miscellaneous
taxes and contractual rebates recorded in 2005, but not paid by
31 December 2005:

conversely, the tax deficit decreased by €15.1 million owing to the
Group's lower tax expense in 2005, vs. 2004, The tax down-payments
paid during the year were calculated on the 2004 tax basis and therefore
the aggregate was higher than the Group's real tax charge for 2005;

inventories grew by €5.3 million while trade receivables rose by
£6.8 milion, both as a result of business growth. The increases were
partially offset by a €9.2 million rise in suppiier payables, stemming
notabiy from fees related to the Group’s IPO that were stifl outstanding
at 31 December 2005.
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All {old, at 31 Decemier 2003, net cash fiow generated by operating
activities totalied €176.9 milion, vs. €124.7 milion a year sarlier,

* Net cash flow used in investment activities

At 31 December 2005, net cash flow used for investments totalled
€52.7 miliion, compared with €102.5 miliion in 2004, Of that amount,
€44.4 miion were used to acquire fixed assets, against €£64.7 million
in 2004, In addition, working capital requirement for investment activities
rose €7.6 million, vs. a decline of €8.5 miliion in 2004.

N 2005, acquisitions of fixed assets included:

® €36.5 miilon in accuuisitions of tangible fixed assets. mainly to maintain
andimprove the Group's industrial facities. Of that amount, €6.1 million
were used to build new quaiity control iaboratories at the Wrexham
production site;

ion in acquisition of intangible fixed assets, notably including
itions of soflware and patents, as well as milestones paid to third
parties for some products marketed by the Group.

The increase in working capital requirement for investment activities
recorced at 31 Decemizer 2005, stemmed primarily from the payment
in 2005 of payabies o fixed asset supplers recorded in 2004, in particuiar
an earnout arising from expectations of achieving a certain level of sales
for two anti-hypertensicn drugs, as well as cutstanding construction



Cash flew and capital for the years ended 31 December 2005 and 31 December 2004

costs following the compiletion of a new biotechnoiogy research unit in
Eioston, USA, at the end of 2004,

* Net cash flow used in financing activities

At 31 December 2005, net cash fiow used in financing activities totalled
€19.0 million, compared with £11.3 million a year earlier. This item
was marked by €191.8 million in proceeds, net of associated fees,
generated by the Group's Pubtic offering related capital increase in
December 2005. The Group reduced the use of its credi faciities

10.2 Analysis of debt

Al 31 December 2005, the Group had net cash of €138.8 mitlion,
compared with net debt of £€145.8 million at 31 Decembper 2004, AL
31 December 2005, the Group had five-year credit faciliies totalling
€275.6 million, of which # nad drawn down €37.7 million, compared
with €215 million drawn down at 31 December 2004. These bilateral

Analysis of debi

by €180.0 million in 2005, aithough it still has the option of using
them. In 2004, debt had grown Dy €79.0 milon. The Group paid out
€29.3 mition in dividends in 2005, vs. €31.9 million in 2004.

* Net cash flow provided by discontinued activities

At 31 December 2005, discontinued activities generated cash flow of
€12.0 mitiion, primarily from the sale of primary care operations in Spain.
No cash tow was generated by discontinued activities in 2004.

credit ines are presented in Chapter 20, paragraph 20.1, note 22 to the
2005 consclideted financial staternents, The covenants included in the
loan agresments, namely net debt to equity and net debt to EBITDA,
amounted 16 -0.22 with a cefling of 1 and of -0.85 with a ceiling of
2.5 to 3, respectively, at 31 December 2005.
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Research and Development, patents and licences
Research and Developmeant

11.1 Research and Development

The Group's Research and Development activities are focused on the
discovery and development of new molecutes as well as on programmes
relating to Iife cycle management for products already marketed by the
Group (development of new formulations or extensions of indications
and product registrations in new geographical areas). The Group’s
significant Researcn and Development effort is compiemented by an
active partnership policy.

The Group's Research and Development programmes are based on
four technological platforms: peptide engineering. protein engineering,
rnedicinal chemistry and advanced drug delivery systems. This array of
technologies is necessary to meet the Group's objectives:

+ fulfiling unmet medical needs;

© optimising the efficacy of active substances;

« providing patients with better quality of life; and

o facilitating administration of these products by nealthcare personnel.

integration of these piatforms drives the discovery of innovative products
for the treatment of severely debilitating or life-threatening theraneutics
inthe Group's targeted therapeutic areas.

One of the best examples of this approach is the proprietary, patented
formulation of Somatuline® Autoge!, a product that dlustrates the Group's
ability to combdine the results of its research in peptides with advanced
drug deiivery technologies.

Pursuant to its aim of developing and maintaining a global presence
among specialists within the targeted therapeutic areas, the Group has

estabiished an international network of Research and Development
facilities based in areas giving it access to key expertise in academic
research and 10 empioyees skilled in technoiogy and development
processes {pharmaceutical, precinical, clinical and reguiatory).

Furthermore, the Group recently inaugurated the BioProcess Sciences
Research Center, a bictechnology unit compiementing the activities of
the Boston Research and Deveiopment centre. The new site houses
a team speciaiising in the development processes specific to genetic
engineering, industrial development, analysis and formulation of proteins,
production. guality assurance and quality controt. This bictechnology
production facility represents a major asset for the Group that will faciitate
its efforts to find and seai new partnerships.

Group research efforts are based on a continuously updated
understanding of pathophysiological pathways, i.e. biclogical processes
that distinguish between heaithy and therapeutic conditions. Onthe basis
ofthis knowledge, the Group identifies hormones, enzymes, proteins and
important biologica growth factors that represent suitable targets for
the design of medicinal products. The Group has found that products of
natural origin {piant, animal or human) often prove to be the most beneficial
starting point from which to develop new products that are both effective
and well toierated by patients.

At 31 Decernber 2005, 692 of the Group's employees {compared with
857 at 31 December 2004 and 615 at 31 December 2003) were assigned
to Research and Development activities. During 2005, the Group spent
€169 millon on Research and Development (vs. €147 .4 milkon in 2004 and
£136.2 miion in 2003}, L.e. 20.9% {vs. 19.1% in 2004 end 18.5% in 2003 of
its pro forma consolidated sales.

11.1.1 Research activities: technological platforms, a key focus for the Group

The Group's four technological platforms are described delow:

» Peptide engineering focuses on the modification through synthesis of
derivatives of naturally occurring neuropegtide hormones. This research
is conducted by the Boston Research and Development centre
{United States).

* Protein engineering aims to improve the therapeutic properties of
naturally accurring proteins through the seiective modification of their
sequences. This research is conducted by the Boston Research and
Development centre {United States).

» Medicinal chemistry aims to discover enzyme inhibitors, mitochondrial
protective agents and non-peptide ligands {moleculgs that attach
preferentially 10 one or more receptors; for spectiic hormone receptors.
Medicinal chemistry research is conducted oy the Group’s research
faciities in Paris {France).
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* The acquisition of UK-based Sterix in Felruary 2004 has given Ipsen
access to additional expertise in the developrment of medicina 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 possibie to target specific
regions of genes that contro! their expression.

-

Advanced drug delivery aims to create and develop innovative
formuiations for new or existing products in order to optimise the
efficacy of the active substances while improving patient guality of life
and faciiitating the use of the products by heaithcare professicnais.
These research activities are conducted at the Group's research centre
in Barcelona (Spain).




Research and Development, patents and licences
Ressarch and Develgpment

11.1.2 Development: pre-clinical and clinical trials

The process of developing a molecule or a new compound through to
iis approval by the reguiatory authorities may take between eignt and
twelve years and can usually be divided up into five distinct stages,
i.e. the pre-clinical stage and phase 1, 1l, lll and IV clinical trials.

During the pre-clinical stage, which usually lasts two to four years, the
Group's research scientists study the eftects ofinnovative drug candidates
an cell systems or organs in isolation, in vitro or in animai models, to
gain a better understanding of their pharmacoiogical end toxicological
properties. An analysis of the results of these studies helps to determine
whether the compound mests the therapeutic objectives laid down. [f so,
further deveiopment through clinical trials must e subject to the approval
cf the competent reguiatory autnorities, as well as ethics committees.

The purpose of clinical triais is 1o establish proot that the drug candidate is
safetouse and effective inhumans. f resuits are positive, they are compiled
into a registration dossier, which is submitted to the reguiatory authorities
for them to decide whether or not to issue marketing authorisation.

The four phases of clinical trials are as foliows:

¢ phase |. The purpose of phase 113 to conduct a short-term assessment
on healiny volunteers {or on patients in oncology) of the safely profile
of the drug candidate based on dosage administered and 1o establish

11.1.3 Research and Development portfolio

The Group is currently pursuing the pre-clinical and clinical deveiopment
of severalinnovative compounds and new formulations of existing drugs.
The following table and comments provide a summary of the Group’s
principal development programmes currently in progress. The Group

a preliminary pharmacckinetic (absorption, metabolism, distribution,
slimination) pharmacodynamic profile. Tnese results combined with
those of pre-clinical trials help to verify the drug’s tolerance profile and
to confirm the dosage and optimum treatment regimen maximising
efficacy while minimising side effects;

phase Il. The purpose of phase Il is to assess on patients the
pharmacoiogical properties of the drug candidate and identify the
therapeutic index {ratic between the active and toxic dose) in one or
more of the administered dosages identified during phase |. At this
stage, it the drug candidate's therapeutic efficacy and its tolerance
profile are confirmad, a decision may be taken to hoid phase lii triais;

o

phase Ill. Phase Il trials represent the final stage of clinical trials
conducted before an application for marketing authorisation is filed.
These trials are normally conducted on a much farger number of patients
than are used for phase |itrials, and thelr purpose is to provide reliable
clinical and statistica! data regarding their tolerance and efficacy:

phase IV. Phase IV trigis are generally held once a drug is on the
market. They are intended to check and, it need be, document in
greater detail a drug’s efficacy end safety.

beleves that it is one of the few pharmaceutical companies able to pursue
a significant number of Ressarch and Development projects inits targeted
therapeutic areas:

Forecast date

of marketing:

Targeted therapeutic areas

Oncology
Fla +.Combined hormane therapy for
Decapeptyl® Py " premenopausal breast'cancer X nfa
R Cbmbinatién therapy to'address -1
Decapeptyt® the:side effects’of GnRianalogues "X
S - Prostate cancernew formulations ‘
“Decapeptyl® . 4monthsl o X \
e S Pos‘t’-merio\p;u‘sal breasttancer 23
'BNL.83495 [STX 64 éxpressing estrogenicreceptors ¢ . X
UBIM4sT8T : Cytostatic drug, solid tiAGurs o A X :
S T " Advanced metastatic:cancery i .
» BN:2629 [5JG-138) - refractory to-chemotherapy . X
B e Advanced metastatic cancer:colon, :
* Diftormotecan’ - ".breast andiprostate’’ L ! X
Elomotecan,@ “Metastatic tumotirs | X&
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Ferecast date
of marketmg
Phase III | authorization™

2006

o

{United States)
X L nfa
. Somatu[mec’ Autoge 5. wformutatxon 3months)
: BIM 51077 L Typeumabezes B X
: NutropmAq“ R Ed:opathic SHort stature - G s ket e X 2006 |
; _Preventioniof the longiferm effects : ‘ 05 R '
,NutropinAqi L N ofglucocortlco:d ‘treatment’” IR T R S I T X
- Sustained- release growth _Long-term treatment of grawth et L ‘
hormone S e Cadlure in children oradults . % " X i .
Neuromuscular disorders
o Sy L i e P 2007
“Dysport® T sed T Cervidal dystonia ; [t G e % {United States) .,
' V R ' re e ‘ 2007
; . L 4 ’ S . [United States)
- Reloxin®/Dysport®: - Aesthetic medicat purposes:” e ; X 2006 {Europe]
Dysport® ; y "Myofacial pain 2 e S : X
Primary care
Cognitive disorders
- Mild cognitive xmpa'rment related ;
Tanakan® - toiage ‘ ‘ ) 2 X nfa .
Other therapeutic areas,, '
Haematology
0BI-1 s i Haefﬁdpﬁilia s o . : X

Rheumatology

, ‘ " Symptoms related:; L -
Febuxostat [TMX-67): " “to hyperuricaemia i S ' X 2006 (Europe) :

(1) The Group may decide to submit certain drugs under develooment for approval in certain countries before seeking marketing authorisation
for them in other countries. As a result, several different dates have heen given for certain drugs in the development pizeline,

The forecast dates of applications for marketing authorisation in the above in clinical triais, therapeutic failures, failure to secure regulatory approval.
table are those stated in the Group's current Research and Development the occurrence of a technical or administrative event beyond the Group's
programme, which is likely to be revised owing to the large number of reasonable controland other reasons described in Chapter 4 “Risk Factors”
reievant factors, many of which are highty unpredictatle. Accordingly, the of this registration document.

Group may not mest these dates for various reasons, inciuding delays

Reqistration documant 2005 - %‘l%@?\é
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11.1.4 Research and Development programmes in oncology

» 11.1.4.1 Research programmes

The Group’s technology programmes in peptide engineering and medicinal
chemistry enable it to explore and develop new approaches in cancer
treatment under hormonai control, such as (i key enzyme inhipitors inthe
biosynthesis of steroids. (i) growth factors, notably including prolactins,
Growth Hormone Releasing Hormone, Mullerian Inhibiting Substance and
(ily enzymes reguiating cell cycles {notably phosphatases). These research
programmes are conducted intemally with assistance from university and
industry speciaiists,

2as

The February 2004 acquisition of Sterix has opened up new opporiunities
for the Group in the deveiopment of medicinal products derived from
steroids. Steroid hormones play an essential role n the processes
controtiing 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 {o stercids
and their derivatives, enables the selective inhibition of enzymes that
convert precursor steroids into their biclogicaily active form. Through its
coliaboration with Imperiat 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 o identity the
genes involved in serious therageutics such as cancer. The Group has
exclusive access 1o this tachnology for several genes involved in cancer
refractory to conventional therapies.

» 11.1.4.2 Development programmes

® Decapeptyl. With regard to managing the iife cycle of Decapeptyl®,
the Group is pursuing the following developments:

® itis participating inthree phase Histudies conducted under the auspices
of the International Breast Cancer Study Group in the treaiment of
breast cancer in premencpausal women, comparing the conventional
treatment methods with hormone therapy combining Decapeptyl® with
cestrogen suppressant agents, such as Aromasin®, marketed by Pfizer.
These trials are due to take place until 2015. Hormene therapy for
cancer offers a better tolerated option than traditional chemotherapy
and is particutarly suitable for long-term treatment;

itis developing sustained-release formuiations for treatment durations
longer than three months. A formulation for @ minimum treatment
duraticn of four months is currently close to compieting its phase il
clinical trials;

the Group is conducting several preciinical and clinical research
programmes with a view to overcoming latrogenic effects (hot flushes,
bone loss) resulting from chronic use of LHRH agoenists, such as
Decapeptyl® in combination with other products {notably cestrogens
and biphosphonates).

¢ BN 83495 (STX 64). BN 83495 and similar moecuies acquired through
the acquisition of Sterix, are selective inhibitors of the sulphatase
enzyme involved in a key stage of e biosynthesis of cestrogens, one of
the principal factors contributing to breast cancer in post-menopausal
women. A phase | clinical trial in patients with breast cancer has
been compieted and the results demonstrated the inhibition of the
sulphatase enzyme at the dosages tested in tumour biopsies. The
Group is currently developing an oral formuiation of this compound
which shoud be available in 2006. Subject to positive results for this
phase | riai end the requisite pre-ciinical research, the Group wit bein
a position to initiate phase |l trials.

*»

BIM 46187. BIM 48187 is an innovative anti-tumour compound
that acts on celidlar signals by the receptors attached to Protein G
(the most common form of receptors for neuropeptide hormones
and neurotransmitters). Preciinical development of this molecule is
underway, Phase | trials of this compound on cancer patients are due
to startin 2007, BIM 46187 may be used either alone cr in combination
with other cancer therapies in the treaiment of soiid tumours, such as
lung and prostate cancer,

*

BN 2629 (SJG-136). BN 2629, a product originating from Spircgen. is
asynthetic moiecuie that has demonstrated during preclinical studies its
abiiity to block the anarchic celiular proliferation process characteristic
of cancerous diseases. This product is being studied in three chase |
studies of different administration regimens in patients with metastatic
tumours resistant 1o 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 using this molecule in leukaemia resistant
to other treatments.

-

The Group is looking for a partner with which to continue the
deveioprment of a patented ciass of cytoloxic agents:

diffomotecan. Diflomotecan is a cytotoxic agent (ceff kiler] that inhibits
thetopoisomerase 1 enzyme. Two phase |l clinical trials inlung cancer
have been completed, but failed to achieve their safety and efiicacy
targets in this indication for the dosages and drug administration
regimens tested. During phase | ciinical trials, diflomotecan showed
high oral bioavailability, low gastrointestinal toxicity and no cumulative
haemotoxicity. Investigations into other indications are due to be
carried out;

» elomotecan. Eiomotecan is a cytotoxic {celt killer) inhibitor of
topoisomerase 1 and topoisomerase 2 enzymes, intended for the
treatment of certain types of advanced metastatic cancer {coion,
breast and prostate). Eiomotecan is currently undergoing phase |
clinical trials.

Development of these cytotoxic agents was carried cutin 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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» 11.1.5.1 Research programmes

Inpituitary disorders, the Group is involved in several programmes, 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 benign tumour followed by radiotherapy. If the tumour
did not respond sufficiently, a somatostatin analogue was administered,
However, because of the heterogenelty of the tumour, new therapies
are needed since a substantial number of patients still do not receive
satisfactory treatment.

The Group is currently investigating rolecuies with a broader spectrum of
activity and hopes that they will not only grovide a symptomatic treatment
for acromegaly, but also offer the possibiity of reducing tumour size,
thereiy eliminating many of the iimitations associated with existing
treatments (Dopastatin).

The Group is also exploring the role of certain peptide hormones (ghralin,
MSH/MC4) in regulating food intake with the priority objective of treating
cachexia {lack of appetite), which is often the cause of functional disorders
inthe elderly, cancer patients and patients with chronic ilinesses (ghrelin,
MSH/MC4). The Groun is continuing to pursue the programmes it initiated
in 113HSD enzyme inhibitors with a view to develoning a therapy for
the related metabolic syndromes associated with obese patients with
hyperinsulinermia, which principaily manifests itself in the form of greater
cardiovascular risks.

Iri conjunction with Asterion, the Group is alsc continuing to develop
growth hormone antagenists.

»- 11.1.5.2 Development programmes

* Somatuline® Autogel®. With regard 10 managing the life cycle
of Somatuline® Autogel®, the Group s pursuing the foliowing
developments:

¢ the phase lli clinica: trials in the United States with Somatuline® Autoge®
for the symptomatic treatment of acromegaly have ended. Compiiation
of the registration dossier is being finalised and it Is due to be filed with
the FDA during 2006;

® additional phase I and IV clinical trials of Somatuline® Autogei® arg
planned in the treatmeant of neurcendocrine tumours in the United
States and in Europe;

* the Group Is also pursuing the deveiopment of sustained-release
formulations for freatment durations of approximately three months.
Development of this new formulation is currently at the pre-clinical
stage, since a phase | trial with the first candidate formulation proved
unsuccessful;

Registration document 2005 - |
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in Japan, the Group’s partaer, Teijin, has completed phase | trials of
Somatutine® Autogel® in the symptomatic treatment of acromegaly.
Approval of the deveiopment plans by the reguiatory authorities is due
to take place in 20086, with phase | clinical trials scheduled to foliow
after vaiidation;

the Group envisages sec additional marketing authorisations
for Somatuling® Autogel® shortly, in Turkey, Poland and Russia for
the treatment of acromegaly and neuroendocrine tumours, and in
France, Germany and Switzerland for the treatment of neuroendocrine
tumours.

NutropinAg®. With regard to managing the life cycle of NutropinAg®,
the Group is pursuing the following development work:

within the framework of its agreement with Genentech signed in
Septemniver 2002, the Group received trom Genentech & copy of the
registration dossier compiled by Genentech and fied with the FDA in
January 2004 with a view 1o extending the indication for the treatment
otidiopathic short stature. Tne Group is currently evaiuating the dossier,
which is likely to be filed in 2006 with a view to securing an extension of
this indication with the European Medicines Agency (EMEA);

the Group is also pursuing a phase It study of NutropinAg® in the
prevention of growth failure caused by fong-term treatment with
high-dose glucocorticoids in children, in conjunction with the University
of Gothenburg (Swedeny;

the Group is pursuing Research and Development projects under
the agreement signed with Genentech in November 2004 that aim
10 develop a sustained-release formutation for recombinant growth
hormons.

BIM 51077 is an analogue of peptide hormone GLP-1 (Glucagon
Like Peptide-1), which is covered by a partnership option with Roche.
A detailed description of the partnership for the development of
BIM 51077 with the Roche group is provided in section 22.1.2 of this
registration document.

BiM 51077 controls insulin secretion in response to elevated blood
glucose leveis, This compound is currently in phase I clinical trials
for glycaemia control in diabetic patients. The Group is aiming to
develop the moiecuie in sustained-release formuiations. Thanks to
its acvanced drug delivery platform, the Group has aiready identified
several sustained-release formulations, which are currently undergoing
phase | irals.

inJapan, the Group's Japanese partner (Teijin} has completed phase |
trials of BIM 51077 and is preparing to hold further phase | trials with
sustained-release formulations.



> 11.1.8.1 Research programmes

The Group’s research programmes in neuromuscular disorders mainly
focus on the identification of new botuiinum toxin formuiations.

In neurodegenerative conditions, the Group has synthesised several
ariginai classes of chimeric compounds, i.e. compounds capable of
performing several pharmacoiogical activities simuitanecusly and used
to protect mitochondria {intracellular organelies responsible for the
production of energy] in connection with neurodegenerative conditions,
such as Parkinson's and Huntington's disease.

» 11.1.6.2 Development programmes

¢ Dysport”. With regard to managing the ife cycie of Dysport®, the
Group is pursuing the following developments:

® in August 2005, the Group initiated phase 1l clinical trials of Dyspont®
in the United States in the treatment of cervical dystonia. Subject to

Research and Development, patents and licences
Research and Develapment

posttive results. the Group envisages filing a registration dossier with
the FDA in 2007;

* Dysport®is currently undergoing phase !l ciinical triais in the treatment
of myofacial pain;

Dysport® (Reloxin®) is currently undergoing phase Il clinical trials in
the United States for aesthetic medicine indications (frown lines) ied
by Medicis within the framework of the development and distribution
agreement entered into with the company. Provided the outcome of
these trials is positive, the Group plans to file reguiatory submissions
with the FDA during 2607 under a brand name other than Dysport®,
which may be Reloxin®;

in Europe, the Group has conducted phase {li clinical trials of Dysport®
and is averseeing the registration procedures for aesthetic medicing
inclications (frown lines) currently underway in France and Germany.
Registration in Europe under the mutual recognition procedure is
scheduled to take place in 20086. This product may be marketed in
Europe once it has been registered under a brand name other than
Dysport®, which may be Reloxin®.

11.1.7 Other Research and Development programmes

»- 11.1.7.1 Cognitive disorders

Tanakan®. The Group is endeavouring 1o validate the
of Tanakan® in the freatment of age-related cognitive impairment and
behavicural disorders. The Group is thus involved In the assessment of
EGB® 7612, the extract of Ginkgo biloba present in Tanakan®, for the
treatment of neurodegenerative disorders such as Alzheimer’s disease.
Nlore than 8.000 patients are ervolied in the research programmes, and
eight ciinical studies are currently underway:

* The Nationai Institutes of Health {(United States) are currently sponsoring
four clinical triais;

* astudy onihe prevention of Mid Cognitive Impairment (MCl in patients
aged over 85;

a studly on the primary prevention of Alzheimer's disease in “heatthy”
patients aged over 75 {"GEM"). The 3,000 patients for this study have
now been recruited, and they will be treated at least until 2008,

two pilot studies onthe cognitive disorders caused by cancer freaiments
{chemotherapy or radiation therapy}.

-

The Group is the sponsor of four other studies in Europe, including:

* the GuidAge study assessing ihe effectiveness of EGb® 761 in the
prevention ¢f Alzheimer’s disease in patients of more than 70 years
of age presenting with a spontaneous memory compiaint; The 2,800
patients were recruited by September 2004 and their treatment will
continue for five years. The results of this study are iikely 10 be avallable
in 2010

a study evaluating the efficacy of EGb® 781® in cognitive disorders
in patients with Aizheimer’s disease and related obehavioural and

psychological disorders (Behavioural and Psychological Symptoms
in Dementiaj;

* two pilct studies aiming to study the efficacy of EGb® 761%in cognitive
impairment related to various disorders, such as multiple sclerosis and
e consequences foliowing a stroke.

All of these clinical studies, with the exceplion of the GuidAge study, are
nroot-of-concept studies. 1t successhul, they wil nave 1o be confirned
oy further clinical studies before a new indication can be registered. If
the GuidAgs trial is successiul, its results may be used for the purpose
of securing an indication for EGb® 7617 in the prevention of Alzheimer's
disease in patients over 70 with spontanecus memory impairment.

» 11.1.7.2 Haematology

The Group also boasts iongstanding expertise in haemostasis (blood
coagulation). The Group's research has enabled i to establish parinerships
with Emory University and Octagen, in order to develop a recombinant
version of porcine factor Vil using its pratein engineering platform. This
product (OBI-1) is intended for the treatment of congenital or acquired
haemophilia resistant to human factor VIIL

OBI-1 has secured FDA agproval for the initiation of phase i trials in the
United States. OBI- 1 is produced at the new bictechnology unitin Boston
inaugurated in March 2005,
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» 11.1.7.3 Rheumatology

Within the framework of the partnership established in July 2003 with
Japanese group Teijin in endccrinology, the Group signed a specific
agreement to develop in Europe Febuxostat, a drug intended for the
treatment of symptomatic hyperuricaemia, currently in the process of
being registered by TAR in the United States (a detaied description of this

11.1.8 Research and Development facilities

The Group has established an international network of Research and
Cevelopment centres, iccated in areas providing access to considerable
expertise in academic research and to employees skilied in technology
and development processes. Thanks 1o #s Research and Development
programmes, as wel as the geographical location of its Research and
Cevelopment facllities, the Group can recruit talented scientists, making
it highly competitive in pharmaceutical research compared with cther
simiiarly-sized groups.

» 11.1.8.1 The Paris Research and
Development centre (France)

The Paris Research and Development centre (Institul Henr! Beaufour)
specialising In medicinal chemistry was opened in 1889. New faciities were
built more recently in 1998, with a research team comprising chemists,
biologists and pharmacoiogists essentially working on discovering new
chemical entities and having accass to high-throughput screening and
compinatorial chemistry technigues. its key areas of research are molecular
and cellular oncology. together with newromuscular disorders.

Tine Group alsn has a clinical development team in Paris that coordinates
itss clinical trials arcund the world.

Analytical development and production of medicinal products for ¢inical
trals are carried out at the Group site located in Dreux {France).

p 11.1.8.2 The Boston Research and
Development Center {United States)

The Boston Research and Development centre {Albert Beaufour
Research Institute) specialises in protein and peptide research. lts
selentists mainly work in three areas: synthetic chemistry, pharmacology
and bictechnology. The Boston centre boasts exiensive knowledge
about hormone-dependent pathophysioiogical mechanisms in which
neuropeptides are involved. The Group &iso has a ciinical 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.

InMarch 2005, the Group inaugurated the BioProcess Sciences Research
Center, a bintechnology unit complementing the activities of the Boston
Research and Development centre. The new site houses a team of
specialisinginthe 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

agreement is provided in section 22.1.2 of this registration document).
The FDA Issued an approvable letter in October 2006, With a view towards
possibly launching the compound in Europe, the Group is assessing the
submissions filed by TAP with the FDA in February 2008 in response to
this approvabie letter, to decide on the suitabllity of the submissions in
Europe. The Group is expected to reach a decision during 2006.

enhance their properties. Replacing certain protein sequences with
ditferent sequences may reduce antigenicity {detection by existing
antibodies). toxicity or immunogenicity {formation of new antinodies) and
increase the duration of action, specificity or compatinility with controfied-
reigase formulations.

» 11.1.8.3 The London Development and
Registration centre {United Kingdom)

Located near London, which is home to the Eurcpean Medicines Agency
(EMEA), the ciinical develcoment and reguletory affairs departments devise
deveiopment and reguiatory approval strategies and implement preclinica
and clnical development programimes to imnlement these strategies. They
coordinate multicenter international ciinical trials, collect data, analyse
results and file dossiers and registration applications with the internationa:
reguiatory authorities 10 ensure that the Group obtains the necessary
agprovals to market its products in the shortest possible time.

The main objective of the clinical development teams is to execute
or commission execition of clinical trials complying strictly with the
regulatory standards and able to provide high-guality and extensive data
about the efficacy and safety of using the Group's products. Successtul
registration requires the consolidation, on a Group level, of al reguiatory
data necessary for a dossier.

» 11.1.8.4 The Barcelona Research and
Deveiopment centre {Spain)

Tre Barcelona Research and Development centre (iesen Phamma) specialises
inthe discovery, design and developrnent of advanced drug delivery systems.
Its main obiective is to determine optimum methods for the delivery of
highly potent medicinal products. ts tearms were, for instance, behind the
development of the Somatuline™ Autoge!® formutation, which releases the
active substance, without any excipient other than water, over & period of
al least 28 days. Somatuline® Autogel® is now the Groug's fourth best-
seling product. with net sales of €66.6 milion in 2005. 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 minimise
discomfort. The Barcelona centre emoloys researchers, together with
scientists and technicians speciaiising in drug delivery systermns, and is
supported by a pharmacokinetics department integrated with the worldwide
clinicat develooment group.
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The Group's intefiectual property strategy consists of seeking protection for patents, copyright and brand names in relation to its products and processes

end to defend its intellectual property rights vigorcusly throughout the woerld.

11.2.1 Patents

The Group considers that protection of its patented technologies and
products is essential 1o the success of its activities. At 31 December 2005,
tha Group held 2,359 patents, 1,743 of which were issued in furopean
countries and 218 in the United States. {in most cases, each international
patent application comprises various national applications and a Eurcpean
application folowing expiry of the 30-month eriority period).

At the same date, the Group had 784 applications for patents being
considered, including 138 in Europe, 37 international appiications and
171 in the United States.

NMost of the European and international patent apglications 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
133 European and 37 inlernational patent applications should lead to the
issuance of far more than 175 patents,

Target areas

In countries in which the Group is seeking iegal protection through
patents, the length of legal protection afforded to anindividual 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 1o country, depends onthe
type of patent and its scope. In most industrialised countries, any new
active substance, formutation, indication or manufacturing process may
pe 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 trhrough intellectua property rights under licensing agreements
for products and compounds that were patented by other companies.

Oncology

" Decapeptyl®: ; . o a :
* pamoate formulation ‘ :Debiopharm 2010 {Europe/United States)

i s.acetate formulation . ~ «Syntex patent now expired | :
Difomotecan CYipsen . “.2016/2018 [Europe) and 2016 (United States)
BN 80927 . psen 2014/2018 {Eurcpe}and 2016 (United States)

BN 2629.(5JG-136) . - Spirogen

2019 (Europe and the United States)

BN 83495 (STX 64) Ipsen (Sterix)

201:Z-IEurope and the United States}

STX 140 .Ipsen {Sterix). 2021 {Europe and the United States)
Endocrinology
SomatulineAutogel® e “ipsen 2015 (Europe ™ and United States)

- Somatuline® L . TQtane University | - '2005,(Europe % and 2009 (Europe ©)

NutropinAg® :Genentech

Téstéﬁﬁ? SDmg.GeL't:“ < Bentley ?ha?maceuticats

B 2013 (Europe].|

2006 [existing éatentl
2023t new patent application granted)

BlM51OL77 v o   ) : Ipsen

2019

BIMST‘J_SIZQ"“ e psen

2019

Neuromuscular disorders

. Dysport® g TR ey .

No w;kaat‘e’nt filed;
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Do o
~Primary care

Gastroenterology
e STrrfé?ta“M S iy 5 “'Patent:now e)@p: red:. . k

L R i i e

: iT‘N opqtent fite d":‘:}

Cognitive disorders

11742009/2010 (Europe]

% : “lhdena: "',;ZOééw{‘EL\ir:obe) and 2014 (United States)
Cardiovascular

e ) Schwabe \ 2009/2010 [Europe) |,
Ginkor Fort®4: s | ‘ i
“iridena ' 2009 (Europel and 2014 (United States)
Nisis® and Nisisco®: Ciba Geigy Patent now expired

- active substance

- oral formulation Novgrtif .

Other therapeutic areas

2017

Neurology

BN 82451 fpsen”’ ' 2(120 (Europe and.the United States)
Haematology

0B o i Ermiory University 2016 [Europe and United States]

(1) An application for an additional certificate of protection is currently pending in Belgium, Denmark, Spain, France, Luxembourg and Portugal.
Simitar applications were submitted and rejected in France and the United Kingdom.

(2) Except in Belgium, France. ltaly, Luxembourg and the United Kingciom.

13} Belgium, France, ltalv. Luxembourg and the United Kingdom, where an extension untit 2008 has been secured thanks to an additional

certificate of protection.

{4j Schwabe and Indena hold patents to EGb® 7618 ihe active substance in Tanakan® and to Ginkgo biloba extract, ong of the active substances

in Ginkor Fort®,

o

Expiry of the patent protecting a preduct may result in fierce cornpetition
owing to the emergence of generic products and. especially in the United
States, in a very sharp reduction in sales of & product that used to have
pitent protection, In certain circumstances, nowever, the Group may
continue to reap commercial benefits from product manufacturing
secrets, patents covering processes and intermediate iterns facilitating
the cost-effective manufacture of the active substances, patents covering
special product formulations, delivery systems and the conversion of

11.2.2 Brands and trademarks

The protection of brands and trademarks varies from country to country,
in certain countries, this protection is based primarity on use, while in
others it is solely derived from registration. Rights related to brands rmay
be secured under national tradernarks, international registrations or
ElU-wide trademarks. Registrations are generally granted for a period of
ten years and may be renewed an uniimited number of times, although,
in certain cases, the brand name must be used continuously to secure
continued registration.

The Group notably holds trademarks in respect of the names of the
products that it uses commercially. These trademarks qualify for the

Registation document 2005

active substances 1o over-the-counter drugs. In certain countries,
soma of the Group's products may also qualify for a marketing exclusivity
ceriod of five to ten years, This exclusivity period is independent of the
protection granted by patent iegistation and may also protect a product
trom competition from generic products, even when the initial patent
nas expired. Some of the Group's products, including certain acetate
formulations of Decapepty!® and Dysport®, Smecte® and Forlex®, have
never been or are no longer protected by patents.

protection of pharmaceutical products contained in class five of the
international classification of products and services. Registrations protect
oroduct names in Latin script, as well as product names in local script
{Cyrilic. Chinese characters, tc.).

The principel products, namely Decapeptyl®, Somatuline® (and
Somatutne® Autogel®), Dysport®, Tanakan®, Ginkor Fort®, Smecta® and
Forlax®, trademarked by the Group at 31 Decemnber 2005, are set forth
Inthe foiowing table.



Research and Development, patents and licences
Intetiectual properly

“-Number of registrations
and applications

 Forlax® R e 8 Wi i Y i 138

(1) Including 65 brands and trademarks held by the Group and 12 brands and trademarks held under ficence from Debiopharm.

The Group alsc hoids registrations for the names of its component The Group defends its trademark rights by contesting applications for the
companies, as well as the logo and slogan forming the Group’s graphics registration of identical or similar brands and initiates, where appropriate,
charter, legal proceedings 1o have its rights recognized. As of 31 December 2005,

the Group held 272 domain names {reserved or currently being reserved).
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Information on trends

12.1 Technical and regulatory situation in France

in 2005, Tanakan® generated sales of €121.0 million, or 15% of the
consolidated tota), with 73.2% deriving from France. In a letier dated
22 February 2008, the French health authorities notified the Group of their

intention of reassessing the heaith benefis of Tanakan®, as described
in section 9.1.4 of this registration document. Following this review, the
status and/or price of Tanakan® may be altered.

12.2 Other measures introduced to reduce public health spending

The Group's saies continue to be affected by decisions taken by
governments in recent years in countries where it operates, particularly
in Europe, to secure a tighter grip on the increase in heaith spending.

12.3 Product trends

< Febuxostat. Within the framework of the partnership established in
July 2003 with Japanese group Telin in endocrinology, the Group
signed a specifc agresment to develop in Europe febuxostat, a drug
intended for the treatment of symptomatic nyperuricaemia, currently
in the process of being registered by TAP in the United States (a
detailed description of this agreement is provided in section 22.1.2
of this registration documentj. In October 2008, the FDA sent TAP
an approvabie letter. With a view towards possibly launching the
compound in Europe, the Group is assessing the submissions filed by

12.4 Productivity drive

The Group decided to step up its eftorts to increase its efficiency by
launching during 2005 a productivity drive encompassing all its activities:
sales, manufacturing, research and development and administrative
services. This programme i intended to deliver short term banefits, as well
as developing a culture of continuous productivity improvements. These
measures revoive notably around imgplementation of various programmes
to increase purchasing efficiency in the production, research and
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(see sections 4.1.2 and 9.1.4 of this registration docurment). The Group
expects this drive to curb growth in health spending to continue in Europe
for the fereseeable future.

TAP with the FDA In Fepruary 2006 inresponse to this approvable letter,
to decide on the suitapility of the submissions in Euroce. The Group is
expected 1o reach a decision on this matter during 2006,

» Somatuline® Autogel®. The Groug is pursuing the development of
sustained-release formulations for treatment durations ot approximately
three months. Development of this new formulation is currently at
the pre-clinical stage, since a phase 1 trial with the first candidate
formulation proved unsuccessiul,

'

development and sales functions {deployment of processes and pocling
of certain raw material, energy and service purchases). The programme
of continuous improvement covering the Group’s key processes aiso
contributes to this productivity drive (e.g. through implementation of
various efforts to streamiine the distribution chain for our products or
to enhance sales and marketing efficiency). These programmes are
expected 1o start delivering their benefits from 2006 onwards.
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Earnings forecasts and estimates
Results forecast

13.1 Results forecast

As part of the management of its business activities, the Group prepares
cperational and financial targets for the current and subseguent financial
years. These targets take into account the decisions made to reduce
pubiic health spending described in section 8.1.4 of this registration
cocument, notably inciuding the delisting of Bédélix® and the prica
reduction foliowad by the delisting of Ginkor Fort®, and do not take into
account the possitle consequences of the announcement by the French
Health Minister in a letter dated 22 February 2006, also described in
section 9.1.4, of the launch of a new assessment by the French Supreme
Health Authority of the medical benefits of the vasodiator ciass of drugs,
to which Tanakan® belongs. No assumption for change has been made
in this respect. These targets are prepared without faking into account
external growth assumptions, winch may alter these parameters.

Yhen preparing its targets, the Group’s management used the same
accounting rutes it adopted for s IFRS-compliant pro forma financial
statements.

Blased on these assumptions, the Group’s management has set its sales
growth target in a range of between 6.5% and 7.5% p.y. between 2006
and 2007, as well as petween 2006 and 2008, in spite of the anticipated
delisting of Ginkor Font® on 1 January 2008. The Group anticipates a
dectne in its 2006 operating income of around 60 bas:s points owing to
the non-recurring impact of a US$10 milion charge pald cut to Inamed
in 2006 to recover all the rights to Reloxin®, while the mitestone paymerits
of USS9C. 1 million received from Medicis in return for the grant of the
same rights will be recognised over the term ot the corresponding licence.
Exciuding this non-recurring factor and based on the same assumptions
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and the same periods stated earlier in this Chapter, the Group’s target
is to limit the decling in ifs operating margin (i.e. operating income as a
percentage of sales) to 100 basis points in 2006 compared with 2005,
then restore it gradually to the same level achieved in 2005 from 2008.

For the Group to e able to achieve these targets, management believes
that it witl nave toinvest between €30 milion and €35 milion per year from
2006 to 2009 to maintain and upgrade its property. plant and equipment.
This spending will focus on replacement, productivity-enhancing,
safety-related and normal regulatory compliance investment. Furthermore,
the Group may need to invest an additional aggregate amount of between
around €70 million and €80 million between 2006 and 2008 to increase
its capacity or for manufacturing purposes as a result of the evolution of
its Research and Development pipeling.

The targets summarised above are based on data. agsumptions and
estimates regarded as reasonable by the Company. These data,
estimates and assumptions are likely to change or to be adjusted as
a result of uncertainties arising notably from the econemic, financial,
regulatory and competitive environment. In addition, the Group's business
activities and its ability to mest its targets would be affected if certain of
the risk factors described in Chapter 4 ofthis registration document arose.
Furthermore, attainment of the targetsis contingent upon success of the
Group's business strategy presentedin section 6.1.1.2 of this registration
document. Ipsen does not undertake to meet or give any guarantee that
it will meet the targets presented in Chapter 13, nor does it undertake to
publish or disclose any correclions or updades to these figures.




Earnings forecasts and estimates
Report of the Statulory Auditors on Results forecasts

13.2 Report of the Statutory Auditors on Results forecasts

This is a free translation into English of the auditors’ assurance report issued in the French language and is provided solely for the convenience of English
speaaking readers.

This report should be read in conjunction with, and is construed in accordance with, French law and professional auditing standards appiicable
in France.

Ipsen S.A.

Registered office: 42, rue du docteur Blanche, 75016 Paris, France
Share capital: €84,024,683

Fleport on Results forecasts

Year ended 31 December 2005

For the attention ¢of the Chainman of the Board of Drectors

As auditors of ipsen S.A. and pursuant to regulation (EC) no. 80972004, we hereby present our report on Ipsen S.A.'s resuits forecasts as described in
part 13 of its registration document for the year ended 31 December 2008,

These forecasts and underlying key assumptions have been prepared under your responsibiiity in accordance with the requirements of Regulation EC
ric. 80972004 and the CESR's recommendations on forecasted financial information. Our role, as required by Annex |, point 13,2 of Regulation EC
ro. 809/2004, is to give a conciusion as to whether the forecasts have been properly compiled on the basis stated.

We carried out our revisw in accordance with the professiona! standards applicable in France. As part of our review, we assessed the procedures used
by management to compite the forecasts and ensured that they were cormplled on a basis comparable with Ipsen S.A.'s historical financial information.
We also obtained the information and explanations we considered necessary to pravide us with reasconable assurance that the forecasts have been
property compiled on the basis stated.

Since the forecasts are Zased 01 assurngtions concerning future events, the actual resuits may vary from the forecasts which have been presented and
the variations may be material, Accordingly, we express no oginion on whether or not the forecasts will be achieved.

N our opinion:
- the ferecasts have been properly complled on the basls stated;
- the forecasts are presented on a basis consistent with the accounting policies applied by Ipsen S.A..

This report has been issued solely for the purpose of registering the registration document with the Autorité des Marchés Financiers and may not be
Lised for any other purpose.

Faris la Défense and Neuilly-sur-Seine, 26 April 2008

The statutory Auditors

KPMG Audit Deloitte & Asscciés
Department of KPMG S A,
Catherine Porta Chrigtophe Perrau

Partner Partner
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Administrative, management and supervisory bodies and senior management
Members af the administrative, management and supervisary boards

14.1 Members of the administrative,
management and supervisory boards

14.1.1 Composition of the Board of Directors

_Chairman ‘
Chief Execltive Officer

30/08/2005 ;. +- AGM hetd to o\ the: 2007 financial statements

et Birecton oo e : 30/08/2005... ., /g\GMheld to 'a‘pﬁ:’r'ove the 2007 financial statements

““MienriBeaufour: . . Directar . 30/08/2005 AGMheld to approve the 2007 financial statements
Alain Béguin U L :,{;lfk)i‘ré)c‘tgir_ R AT et 'SO/OS/ZQOSE,;;; . AGM held to abfp;zro‘\;e’ the 2007 financial statements
Hervé Couffin' -+~~~ “'Direetr " 30/08/2005  AGM held to-approve the 2007 financial statements
Antoine Flochel . "Diréctor oo t730/08/200’5 AGM held td’;a;;pﬂrove the 2007 financial statements
Gérard Hauser ™~ " Director " 1£/12/2005 AGM held to approve the 2007 financial statements
Pierre Martinet , DEi‘gctor 19/69/2005 AGM held to a;;prove the 2007 financial statements
René Merkt L . Pirector ... L5619/09/2005  AGM held to approve the 2007 financial statements
Yves Rambaud S pirector i ' v 30/08/2005 AGM held to approve the 2007 financial statements
Klaus-Peter Schwabe ' “Director , - 30/08/2005 AGM held to approve the 2007 financial statements

("} Gérard Hauser was coopled pursuant to a decision by the Board of Directors on 14 December 2005,

Antoine Flochel has been appointed Vice Chairman of the Board of The following table shows other directorial, managerial and supervisory
Directors. positions or partnership positions held by Direciors in non-Group

. ) ; companies during the past five years:
Anne Beaufour and Henri Beaufour are brother and sister, No further ’ o

family reiationship exists among the other members of the Company's
Bloard of Directors.

Pierre Martinet, Gérard Hauser and Yves Rambaud are indspendent
clirectors within the meaning of the Board Charter described in
section 16.1.1.6 of this registration document.
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Administrative, management and supervisory bodies and senior management
Members of the administrative, management and supervisory boards

i 1995 to.date

1993140 date

1999 to date
2003 to date

: Legal manager

Legal manager.

roy [Luxembourg
47 Henrn Heine: [Fr

: " Since January 2006 ey
; . Ch|ef Executlve Offlcer bsoMeneux Puerre Fabre fFrance] 4 : 'UntiL:ZkOm
A'nnez}Beauy}dﬁ'ﬁ i Director | : i »Mayroy [Luxembourg] ' d " 1998 to date

" December 2005 to date-
2000 to date

2000 to date
ZOQO to date
2001 to date
2003 to date

- Hénri Beaufour.

Legal manaqer T

Legal manager 5

.Legal manager

¥ Carfxilia [Luxembourg] ‘
4 Beach Tree fLuxembourglis.
FinHestia {Luxembourg}

2003 to date
2003 to date
2003 to date

Alain Béguin

* Legalmanager.

Legal manager'{« ;
tegal: managen 4,
Chairman

BeechTree (Luxembourgl

. SCI'du 43;rue de Montmorency (France]
<.y SCId' Andlgne il (France)

Alain Béguin Consultant (France]

2003 to date
2002 to date
2002 to date
2000 to date

Hervé Couffin -

‘Chairmian

_Managing Partnar

 Catlisto SAS(France] .

HC Consell SARL [Francel

2005 to date
Since 2005

Permanent g i
& representative HC Consell !on Antargaz S Boare of Dsrectors!]‘ Since January 2006
Director” Carbone Lorrginei{France) R : 1996 to date
Director- CFIP ETunlsia] st 2004 to date
Advisar i Bouygues Telécom ¥ 1999 to date
Advisor . h Neuf Cégétel . 2003 to date
: ‘Direc;or i . Mayroy [Luxembourg)’ 2002 until September 2005
Directors Gerflor - & Until 2005
Member of Executive:
Commlttee PAI Partners ‘ 1998 to 2004
. D|rector : Ceva Sante Anlmal ke Y R _ ‘ Until 2003
;‘;Chalrm)an Coparex : - ‘ ‘ Until 2002
Director 4 . Atos Orlgm S ; - Yntil 2001
":"Director : L Compagme de’ Fwes Lnll g * Until 2001
0 Director Y Serma Group Ple fUnlted ngdom} Until 2001
Antoine Flochel. - 'Director : Mayroy (Luxembourg} ™ - 1998 to date
R “:,Managmg director and\ ST ‘
Chairman. of the Board i Mayroijuxembourgl é December 2005 to date
Legal manager . . Beech Tree [Luxembotirg) 2003 to date
Legals manager VicJen Finance [France) Since July 2005

Partner

© PwC Corporate Finance (France] =

1998 untit June 2005

y@?

g
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Administrative, management and supervisory bodies and senior management
Members of ihe agministrative, management and supervisory boards

l Directors
" ‘Pierre Martinet

1980 to date
12000 toidate
2000 to-date

~Until 2005
Until 2004
,UnntZOOA
Until 2004

‘ (. Européennede na‘rnkgemei;t 7 Until 2003

. S “‘Legalmanager ;i ChateausMargalxSCA. M Untit 2003
- Gérard Hauser " Chairman and Chief o Nexans EFréhce] S .. Since October 2000
. L. e Exetutive Officer:: , : BT L R
{

_Director SO Alstom EFFEDCL] ,S:En’ce 11 March 2003

Faurédia [France] ( | R '  Since 22 July 2003
l‘jire‘ct’or‘ RS Aphx(France] o T i Since 200
- Director: . ElectroBanque (France} - [ From 2060 to 18 Nov. 2005
René Merkt}' 5 Directqr P ] A Dewavrm Ftls‘, Br1g—QLls o ‘ L To date
. Director “ o Assor.SA, Geneva [Switzertand) i Since 2005
Director Ty L Asunpar SA. Geneva [Sw1tzerlandl To date
. Director Bruxmter S.A., Geneva (Swﬁzerland] To date
Di’recrar Lyl Canon S. Al Geneva (Swnzerland] ' i ‘ To date
Director . . COGES Corraterte Gestlon SA, Geneva 1Sw1tzerland} " To date
' Director . . k4 De Wey & Cie; SA: Fribolrg . . @+ To date
“Director L Eden Holdmg SiA, Montreux {Switzerlandl 2004 to date
'\D‘i’rector s ~ Etrea S.A; Meyrin, Geneva (Switzerland) . Todate:
Director.. * N - Exbasa S:A., Geneva [Swuzenand) ! 1 To‘/date)‘
“Director™ * . : Fimaser Invest S A, Geneva [Switzerland) | To date
Diracfor o Fitral S:A., Géneva (S\_fyt:tzerland} § ‘ To date
- Director ! oGV Geséllschaft fur IhduStrie Geneva {SWitzérland] To date
i “Director - . \ Galderma. Pharma S A Lausanne [SW|tzerland) To date
- ~Di’rec'tor‘ ~ : Cerber & Goldschmndt AG. Zodg: ‘ To date j
CiDirector . HomicSAGeneva (Switrertand) 2000 to date
Director o Holcos.S A, Geneva [watzerland} ; To date
i Direetbr . ‘Hote ls !ntercontmental Geneva (watzerland] To date
e «.Qirector oy « lnyourmmd MUSiC S Al Fr!bourg 1 2001 to date
o P i Director g L OréatSuisse SA Geneva (Switzerland} - To date
. Director s U UOréal Prodmts de luxe Suisse S.A Renens To date
] x ; : Laboratmres de spec iatités scientifiques sérums
Director’: . . etvaccins| S.A. Meyrm Geneva {Switzerland) To date
Director T ¥ Matt Fashnon SA, Geneva {SWItzerland) 2000 to date
i Dkirecto'rf i ‘Mafsa SIA; Vl lars s/ Ollon. e o To date
8 : e ‘ , ‘ Mining & Chemxcal ProductsSA Geneva
_Director. - {Switzerland): ;e : To date
D_iréctor i e " Novagraat lntern.wS’.A.l Yernief. Geheva {Switzerland] 2002 to date
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Administrative, management and supervisory hodies and senior management
Members of the administrative, management and supervisery boards

Directors

~*-Todate' "

" Todate
~Todate
 iDirector Todate
Directorii~ 2004 to date
o i _ISG ete de Gest{qon Flducralre S A Genev i ‘
Director. O (Switzerland] o ¢ 72002 to date
: Directone.’ & ~V|lla‘T‘oscane Holdirg S, Montreux [Swnzerland} LZOOA to date o
= Director e ol tding;Engineers Ltd, Geneva (s tzerﬁand] - Todate :
Tbirector i ; ; SeEUL L Untib2004
Director R ' Cie Aramayo S'A:Geneva (Swntzerland) i o Untik 2004
Director ﬁ‘ L v Beckman Coumer int. S.A., Geneva (Switzer and] © Until 2003
o " “Betkman Coultier Ero r‘SA Geneva
"Director {Switzerlgnd) o ‘ Until 2003
Director “e. Novafin Financiére S.A, Geneva (smtzerian‘d] i Until 2003
Director . L. CRevran bhéﬂips Chem. Inc., Geneva ‘(SWitzerland] Until 2002
Director ‘ o ;- SynchemiS:A,; Geneva [Switzertand) - . Until 2003
Dlrector i ‘ U Codipa S.A., Frlbourg : i o Until 2002
S Dlrec,tqrj L Engelhard-Clal SA., La Chaux- de- Fonds ~Until 2002
L " Director - e GermonparSA Geneva {Swrtzerlandl 1 Untit 2002
. " Director - X ’ Cfor S.A. Geneva [SW!tzertand] EEE & Until 2002
Director  ‘]_ Reh Ream Estate Holdmg SA Geneva (Switzerland} . Until 2002
Director. - . ‘Sopafin S.A., Geneva ESwzt;ertandl L Until 2002
D_igjector:i; B Sytvahia Lighting S.A. . Gerigva '[Swifzerland] ' Until 2002
Director .. BMG, Estavayer-Le-Lac Sl Until 2001
Director 4 INovapatSA W Until 2001 ’
Director . Novamark S.A: S untiaco ‘
e Director.  ** - 9 Rivunion S.A: Geneva [Switzerland) [ © Until 2001
Yves Rambaylug’ Di?ecg‘o’r‘ Mayroy [Luxembourg): e I 2003 to August 2005
o ‘ Director.. : 7 Géodis [France) . : 2003 to date
Director- .5 Societé'Métallurgigue Le Nickel SLN [France} 1985 to date
Dnrector T :Comilog [France] . - - : i Until 2002
Chairman and Ch!ef ’ o o - ;
S Executive Qfficer” “‘Eramet [France] T ) Untit 2002
. Klaus-Peter Schwab,e Director ; e Mayroy ELuxembwrg} 1998 to date
‘ S Legal njgnaéer‘ sy Extracta Betemgungs GmbH (Germany) N 1980 to date
Lega[ ménagéf gt irexar Verwaltungs GmbH (Germany) +~ ' 1985 to date
) Sk 1+~ Dr Schwabe Fam!l:enstn‘tung Verwattungs GmbH
.Legal'manager™ i [Germany] ‘ « 1993 to date
Legal mané’ge‘r' Dr Schwabe Pharma Verwaltuan GmbH {Germanyl  19%4.to date
. Legal manager foo SiratexVerwaltungs GmbH [Germany) 1998 to date
Legal maynage’r i FmHest’a SARL: (Luxembourg] ) f 2003 to date
Legal manager . Finvestan SARL {Luxermbourg) o Since 2005
Legal manager " Luisenhof GmbH (Germany) (
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Members of the adminisirative, management and supervisory boards

For the purposes of their appointments as executive officers, directors
are domiciled at the Company’s head office.

To the best of the Company’s knowledge, none of the Directors of the
Company have been during the past five years:

* convicted of fraud, charged with any other offence or had any official
public disciplinary action taken against them by statutory or regutatory
authorities;

* implicated in a bankruptcy, recelvership or liquidation as an executive
officer or director,;

¢ disqualified from acting as a board member, senior executive or
supervisery board member or from participating in the management
of a listed company.

The résumes of the members ¢f Board of Directors are shown telow:
Jean-Luc Bélingard

Jean-Luc Bélingard, 58, is Chairman and Chief Executive Officer of the
Company. From 1998 to 2001, he was a member of the Executive Board
and CEQ of BioMérieux-Pigrre Fabre, a French healthcare conglomerate,
where he was responsible for the group’s woridwide charmaceuticais
and cosmetics activities. In 1982, Mr. Bélingard joined the Roche Group,
where he held several positions including head of the diagnostics division.
+e was also a member of the executive comenittee. Mr. Béingard is also
Director and Chairman of the compensation committee of the Laberatory
Corporation of America {Burliington, North Caroting), Director of Applera
Corporation (Norwalk, Connecticut), Direclor and member of the
Compeansation Committee of ExonHit (France), Director and member of
the Compensation Committee of NicOx (France) and adviser to the French
government on foreign trade. Jean-Luc Bélingard is Delegate General
and spokasman for G5, an association encompassing the primary French
pharmaceuticals companies, namely Sanofi-Aventis, Senvier, Pierre Fabre
and Ipsen. He graduated from the HEC business school in 1871 and
was awarded an MBA from Cornell University (United States) in 1974,
Jean-Luc Bélingard was appointed to the Board of Directors of Inserm
al the beginning of 2006.

Anne Beaufour

Anne Beaufour, 42, holds & bachelor’s degree in geoclogy (University of
Paris Orsay). She has been a director of Mayroy (LuxemboLrg) since 1998,
legal manager of Beech Tree SARL {L.uxembourg) since 2001 and legal
manager of FinHestia SARL (Luxembourg} since 2003. She was legal
manager of Audibert-Beaufour SARL (France) untit 2003 and she has
Izzen co-manager of Stef Audibert-Beaufour since 1984, Anng Beaufour
hias been a director of the Company since 1998, when she aireacly held
cther positions with Group subsidiaries.

Henri Beaufour

Henri Beaufour, 41, holds a bachetor ¢f arts degree {(Georgetown,
University of Washington DC, United States). Since 2003, ne has been
legal manager of Camilia Holding (Luxembourg), Beech Tree SARL
(Luxembourg) and FinHestia SARL {Luxembourg). Over the past decade.
he has held various positions with the Group's international subsidiaries.
Henri Beaufour has been a director of the Company singe 2000,

Registration document 2005 - 5 HIGE ]

s

Administrative, management and supervisory bodies and senior management

Alain Béguin

Alain Béguin, 58, jocined the Group in 1875 as Head of Exports for
Laboratoires Beaufour. Subsequently, he was general secretary of
Laboratoires Beaufour, deputy CEO of SCRAS and general secretary
of the Group until 1999, Previously, he worked for Bank of America.
Alan Béguin is currently secretary of Mayroy's board of directors and
co-legal manager of Beech Tree SARL, as wel as working for an asset
management organisation consuitancy.

Hervé Couffin

Hervé Couffin, 54, is Chairman and chief executive officer of Callisto, a
consultancy advising management teams on LBQOs, and sits onthe board
of directors of several other companies {Carbone Lorraine, Bouygues
Telecomn, Neuf Telecom). From 1998 to 2004, he was a mamber of the
executive committee and senior partner at PAl Partners. Previcusly, he
worked for Paribas tor a period of 15 years. Furthermore, he is a speciat
advisor 1o Neuf Telecom and Bouygues Telecom. Hervé Couffinis a
graduate of the Ecole Polytechnique and a rmember of the prestigious
Corps des Mines of elite French engineers.

Antoine Flochel

Antoine Flochel, 41, is currently legal manager of VicJen Finance and
Vice-Chairman of the Company’s Board of Directors, Me is a director
of Mayroy and iegal manager of Beech Tree. He worked for Coopers &
Lybrand Corperate Finance {now PricewaternouseCoopers Corporate
Financej from 1995 1o 2005 and was made a partner in 1998. Antoine
Flochelis a graduate of the IEP (institute of politicat studies) in Paris, hoids
a law degree and a postgraduate degree in economics, as well as an
MSc in finance from the London School of Economics.

Gérard Hauser

Geérard Hauser, 64, has been Chairman and CEO of Nexans since June
2001, Before becoming a member of the executive committee of Aicatel
and to take up the responsitility for its Cables and Components sector
in 1996, he held various offices in the Pechiney group. From 1975 to
1996 he was Director of primary metal saies, Chairman and CEO of
Pechiney World Trade and then of Pechiney Rhénalu and finally Senior
Executive Vice-President of Arnerican National Can and member of the
executive committee of the group. Gérard Hauser is a graduale of the
IEP (institute of political studies) in Paris and holds a law degree. He was
lecturer at the |[EP. Gérard Hauser is also director of Aistom, Faurecia,
Aplix et Electro Banque.

Pierre Martinet

Pierre Martinet, 58, joined the Group in Septembber 2005 as a director,
He is director and executive officer of Sequana Capital {previously
Worms & Cig), as well as at the Exor group. From 1890 1o 1982, he
was a maember of Perrier’s executive team, where he notably oversaw
the group's withdrawal from non-core activities and acquisitions. From
1986 10 1990, he participated in the management of investment funds at
Paribas Technology, then at Palias Venture, of which he was a co-founder.
Previously, he nad worked at Cartier as general secretary since 1977,
Pierre Martinet, a Chevalier de I'Ordre national du Mérite, graduated from
the Paris ESC business school and hoids an MBA from the Columbia
Graduate School of Business.



Administrative, management and supervisory bodies and senior management

René Merkt

René Merkt, 72, was cailed to the Bar of Geneva in 1955, He specialises
in business law and financial issues. René Merkt is currently the director
of several companies, including OM Pharma SA and L'Oréal {Switzerland)
SA, René Merkt is a graduate of the University of Geneva and holds the
Beliot medai for 50 years’ professional service as a lawyer,

Yves Rambaud

Yves Rambaud, 71, was Chairman and Chief Executive Officer of
Eramet from 1991 to 2002. He also participated in the managemeant of
Le Nickel from 1971 t0 1991, Yves Rambeud is a graduate of the Ecole
Polytechnique and the Eccle des Mines de Paris,

14.1.2 Board Committees

Members of the administrative, management and supervisery boards

Kiaus-Peter Schwabe

Dr Klaus Peter Scnwabe, 64, is the Chairman of Dr, Willmar Schwabe
Familenstiftung, the holding company for Dr. Willmar Schwabe GmbH &
Co. KG since 1933. From 1976 to 1993, he was chief operating officer
at Dr. Wilimar Schwabe GmiH & Co. KG, where he began his career as
research and development manager. Dr. Kiaus Peter Schwabe studied
pharmacy and biochemistry. He holds a PhD in biochemistry. He has
aiso received management training.

The Strategic Committee

T

Chairman R i Mr, Jee;h-’Lulc“Bélingé‘rd
Members Mrs: Anne é?auféjunf» C
' Mr. Hehel Bdaufour
.‘M,ﬁ Ah'toing%loch!e?f 5
Mr. Kiaus:}féétér S:c:h’wabﬁé o
s : Mr. Herve Couffin |
The Audit Committee
Chairman. ; o Mr., Yves Ramiv)‘aud
| Members : Mr. Alain,é:gguir{ju

Mr. Pierre Martifiet

The Appointments Committee

" Chairman

Mrs: Anne.Bealfour

Members

Mr:Alain Bégu’in"'

MF. Heﬁ‘vé ‘Coufﬂﬁ““’

The Compensation Committee

S

Chairman

Mr. Antoine Flochel -

Members -

Mr.-Yves R}ambaud'

M Gé?(ard,Haustér

14.1.3 Composition of the executive management

Mr. Jean-Luc Bélingard is the Chief Executive Officer of the Company and Chairman of the Board of Directors. He was appointed at the Board of directors’

mseting on 30 August 2005,

g
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Members of the administrative, management and supervisory boards

Joined the Grdup

i Re'gns‘ered offnce 2001}

Regxs ered ofﬁce ' 2003

g Alam Haut o i t; o i s R’ég»s Gl ofﬁce e 2005
; Chrrstophe Jean é t )"' . Regvnstered offfce o 2002
’ Jac,ques-P!erce,'Moreaui . I e L e g Umted States - ' 19'76;1
. Alistair Stokes (0 : ice-President, Corporate Development N _ Umted ngdom i 1994
L ;,Qf"ij, xecutive Vices Pre5|dent _ o : ; . .
Peter Wilson "'+ ) Mangufacturing and Supply Orgamsatlon .- United Kingdom " 1999

The fotowing table shows other directorial, managerial and supervisory positions or partnership positions held by members of the executive committes
in non-Group companies over the past five years:

Jean-Luc Bél’ingard‘f ‘Dir'égztpr"» L Applera Corp (Umted States) 1993 to date -
' ) h Director - Lo 3 S ‘L\\abb. Corp. ofAmerlcaz[Umted Statesl 1995 to date
Dir‘ecf‘tior ’ ’ : e Exonhxt Therapeuhcs {France) ) 1999 to date
Director ' " VT D Gy EN;cox [France) . 2003 to date
Director . Ck L SRR Inserm. .. Since January 2006 .
L ‘Member of the Managementboard“ S T E R, LR
Chlef Executwe Officer- - = o bloMeneux Plerre;Fabre (France]‘ Until 2001
. ) ‘ - Lo Coflexip Stena foshore pontractrng BY - )
Claire Giraut v+ ‘ "Me\‘mbe’rj of the Manégemgnt Board ¥ ... " [the Netherlands} 2002
: PRI o : PO Coflexip Stefva Offshore NV .
. Member of the Manégement Board: " ' {the Netherlands} 2002
Director o B " “Coftexip Offshore West Africa (France) 2002
Director i L - Coflexip (France} 2002
o EEa g TR AT . 5o ST :
Alain Haut . LT P L e, T -
Christophé Jean’ : " "Chairman ofithe Executive' Board i , Pierre’ Fabre Médicaments {France) 2002
W00 Chairman AT i Piérre Fabre Pharma Srl fitaly) 2002
Ché'yir’ﬁjpn o Robapharm inc. [Capéda] 2002
Cp‘ai;m‘an-\ ) B G - , Pierre.Fabre llac {Turkeyl 2002
Legal manager. © . TR PFM Partugal {Portugal) 2002
. Jacques-Pierre Moreau” < il S e ‘; T 1 L
Alistair Stokesﬁyi o Birector .. i ' I Octagen Corp. [Umted States) Since 1999
Ll ‘ eDirector L e e L0 U Spiragen [Unsted Kingdom) Since 2003 -
. . ‘ i B o , PS Consulting Services Ltd '
Peter Wilson - o Directof b g B D o {United Kingdom] 1999 to date- !
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To the best of the Company’s knowiedge, none of the members of the
Company’s Executive Committee have been:

* convicted of fraud, charged with any other offence or had any official
pubtic disciplinary action taken against them by statutory or regulatory
authorities;

& implicated in a bankruptcy, receivership or iquidation as an executive
officer or director;

¢ disqualified from acting as a board member, senior executive or
supervisory board member or from participating in the management
of alisted company.

Below are the résumés of the Executive Committee members:
Jean-Luc Bélingard

See section 14.1.1 above.

Claire Giraut

Claire Giraut joined the Group in early 2003 as Chief Financial Officer.
In 2002, she was a member of the Executive Board of the Technip
Group, an engineering group. and Chief Financia! Officer of its offshore
division after Technip's acquisition ot Coflexip Stena Offshore, an ail
services company fisted on the Nasdaq and the Premier Marché in Paris.
From 1997 t0 2001, she was Chigf Financial Officer, Group Head of
Communications and a membper of the Executive Committee of Cofiexip
Stena Offshore. Before that, she was Chisf Financial Officer ofthe Serets
Group, an engineering company which she firstioined in 1986 and where
she subsequently held various positions in finance. She began her career
with the Sanders food group in 1978. Cialre Giraut graduated from the
Institut National Agronomique in Paris in 1978,

Alain Haut

Alain Haut joined the Group in April 2005 as Group Vice-President,
Human Resources. He has a masters degree in economics and social
sciences from Belgium and an MBA from Warwick University in the United
Kingdom. Alain Haut has heid various positions in internationa human
resources management in the United States and Europe in the automotive
arid high technology industries. Before joining the Group, he was Vice-
President of Gicba! Human Resources and Administration with Serono
and Covance.

Christophe Jean

Christophe Jean was appointed Group Vice-President, Operations in May
2003. A Harvard graduale, he joined the pharmaceuticals inclustry with
C ba-Geigy. where he held several positions in sales and marketing (Brazil
and Sweden) and international management. He was then appointed
financial controder and information systems controlier at the head office

~and was aiso a member of the pharmaceuticals executive committee.
When Cibba-Geigy merged with Sandoz to create Novartis, Christophe
Jean was appointed head of Europe, the Middle East and Africa region.
in 2000, he became Chairman and CEO of Pierre Fabre Médicaments.
Hz joined the Group in September 2002, intialy in charge of creating the
strategic planning and strategic marketing departments.

-

Members of the administrative, management and supervisory boards

Jacques-Pierre Moreau

Jacques-Pierre Moreau was appointed Group Vice-President, Research
and Development in June 1997 . Heis responsitle for the Group’s research
and development programme in Paris, London, Barcelona and Boston.
Before that, he was Vice-President, Research from April 1994 and has
been a member of the Executive Commitiee since that date. in October
1976, Jacques-Pierre Moreau founded Biomeasure Incorporated, based
near Boston, and has been its Chairman and CEQ since then. He was
also responsible for establishing Kinerton Lid. in Freland in March 1983,
awnolesale manufacturer of active substances, of which he is a Director.
Mr. Moreau has a degree in biclogy from the University of Oriéans and &
PnD in biochemistry. He has also conducted post-doctorate research at
the Ecole polytechnique. He has pubiished over 50 articles in scientif:c
journals and has invented or co-invented 30 patents. He is a regular
speaker at scientific conferences.

Alistair Stokes

Dr. Alistair Stokes is Group Vice-President, Corporate Development, He
joined the Company in 1994 when the Group acquired Porton Intermnationa
pic (Speywood Group), a UK-based biopharmaceuticais company for
which Dr. Stokes was Managing Director, naving first joined in 1990. From
1985 10 1887, he was Managing Oirector of the Yorkshire Region of the
UK Naticnal Health Service. Apart from that period, from 1982 to 1890,
he held various pesitions with Glaxo Holdings pic, including Managing
Director of Glaxo Laboratories and Regional Director for the Middle East
and South East Asia. From 197610 1982, Dr. Stokes worked in the United
States for Monsanto, where he was head of tusiness development for
the healthcare division and then head of sales and marketing for the
speciality chemicais division. From 1974 to 19786, Dr. Stokes worked
in the technical department and the sales and marketing department
of Pharmacia AB, a Swedish pharmaceuticais company. He has a BSc
degree (magna cum laude) end a PnD from the University of Wales. He
is @ member of the UK Institute of Directors.

Peter Wilson

Peter Wiison, Group Vice-President, Manufacturing and Supply
Organisation, has managed the Groun's manufacturing activities since
he joined the Group in September 1999, From Decembper 1998 to
Septemper 1899, he ran his own consuitancy company. From 1967
to 1898, he held various positions in manufacturing with Beecham and
then SmithKline Beecham, which took him to Beigium from 197010 1978
and Gerrnany until 1992, where he finally became head of Technical
Operations. After 1982, e held varicus management positions as head of
manufacturing in Europe, the Middle East, Africa, Latin America, Australia,
the Indian sub-continent and the Far East, and was then appointed to an
international managerment position as head of the quality and international
distribution for the group. Mr. Wilson has a BSc degree from the University
of Liverpool.
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Directors’ and executive cificers’ interests in the Company and the Group 3t 16 March 2006

14.2 Conflicts of interest involving directors and executive officers

Dr. Klaus Peter Schwabe. who is a director of the Company. is also
Chairman of Dr. Wilmar Schwabe Familienstiftung, the holding company
of the Schwabe groun. The Group has entered into various agreements
and has shareholdings in joint ventures with the Schwabe group. These
agreements and holdings are described in sections 18.1.2 and 22.2 of
this registration document. These ties were forged in compliance with the
applicable provisions of law and to the Company's knowledge, there is
no conflict of interest with Dr. Klaus Peter Schwabe as a result of these
operations.

To the best of the Company's knowledge, there is no other matter likely
to give rise to a conflict of interest between the duties of the members of
tre Board of Directors vis-a-vis the Company and their persona interests
and other duties.

Tothe best of the Company's knowledge, there is no further undertaking
or agreement with shareholders, ciients, suppliers or other party pursuant
to which one of the members of the Board of Directors of the Company
has been appointed as director.

To the best of the Company's knowledge, the persons indicated in
section 14.1.1 ¢f this registration document has not entered into any
agreement restricting the sale of thelr sharehoiding in the Company.

14.3 Directors’ and executive officers’ interests in the
Company and the Group at 16 March 2006

' % of share capital and|
' voting rights

Jean-Luc'Belingard . Chairman.and Chief Exeﬁutlve Officer 1 , ns
Arine Beaufour Directoﬂ ) { 1 ns
. HenEE'Beéufé‘Ur Director. ) 1 . .ns i
. Aléin Béguin v[t)irectovrr 2494 ns !
-Hervé Couffin'. . 4 Director 1,201 ns
. Antoine Flochel Director 3,000 ns
Gérard Hauser . " Di:ré;:vtor ; 1,347 ns
Pierre Martinet Diretar ™ 2132 ns
‘ Ren’é!Merkt . Di,rect:or ; a L 2,666 ns
. Yues Rambaud - Director 1,801 ns
‘TK[é,L;sy Pater Schwabe bil;éc;iér 1 ns

T

registration document.
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Certain directors hoid an indirect sharenciding in the Company or have the power 1o influence its decisions, as stated notably in section 18.3 of this




Compensation and benefits

Pags
15.1  Global amount of compensation and benefits paid to directors 100
15.1.1  Directors' fees j 100;
15.1.2 Compensation and benefits paid to the Chairman and Chief Executive Officer : 100
15.2  Bonus shares allotted to directors and executive officers 100
15.3 Stock options allotted to directors and executive officers 101
15.4 Agreements entered into by the Group with executive officers
........... orkeyshareholders .0
15.5 Loans and guarantees granted to executive officers 101

%ij - Registration document 200



Compensation and benefits
Globat amount of compensation ang benefits paid to direstors

15.1 Global amount of compensation and benefits paid to directors

15.1.1 Directors’ fees

In respect of the financial year ended 31 December 2005, members of the Company’s Board of Directors received an aggregate amount of €402,500 in

directors' fees, which were paid during 2006.

The principies underpinning the compensation and benefits paid to
Mr Beélingard in his capacity as an executive officer of the Company
were set by the Company’s Board of Directors at its meeting on
15 September 2005. These principies notably include payment of a target
onus of £300,000 based on performance-related criteria, the aliotment of
11,000 bonus shares and termination benefits equivaient to thirty montns
of his compensation and benefits as an executive officer.

In addition, Mr. Bélingard retains the benefit of the employment contract
he signed on 18 July 2005 with the Company, under which ha recelves
annuai rernuneration of €500,000 gress (plus an expatriate bonus) and
in-kind benefits representing an annual gross amount of around €150,000,
plus termination benefits equivalent to thirty menths of compensation and
henefits under his employment contract.

Under the pian, Mr. Bélingard receives the benefit of 2 pension pian in
farce at the Company calculated on the basis of the numbper of years®
service determined by reference to the date appearing in the employment
contract, that is from 1 January 1895 in Mr Bélingard's case, at the rate

of 0.5% a year applied to the remuneration received in the final year of
service.

Thetotal compensation and benefits received by Mr. Bélingard during the
financial year ended 31 December 2005 came to €418,716, excluding
employee profit-sharing, end comprised: an annual salary of €250,000,
an expatriate bonus of €104,683 and benefits in kind totalling €64.03G.

On 14 November 2005, the Board of Directors allotted Mr. Béiingard
11,000 bonus shares with effect from the day of the admission of the
Company's snares fortrading onaregulated market, i.e. 6 December 2005
{see section 21.1.4.2 of this registration document,).

On 16 March 2008, the Board of Directors set the 2005 bonus to be paid
to Jean Luc Bélingard in his capacity as an executive officer at €360,00C
and the target bonus based on gerformance in respect of his directorship
at €300,000 for 2008, which may be increased up to €450,000.

15.2 Bonus shares allotted to directors and executive officers

Ciartain directors and executive ofticers of the Company, like certain
other Group employees, have Ipsen Bonus Shares (Actions Gratuites
Insen, described in section 21.1.4.2 of this registration document). The

Jean-Luc Bélingard

Reqistration document 2005 - |

following fable sets forth alt the Ipsen Bonus Shares aliotted to members
of the Board of Directors, at the registration date of this registration
document:
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Stock options alletted 1o directors and executive officers

15.3 Stock options allotted to directors and executive officers

Certain executive officers, like certain other Group employees, have
stock options for shares in Mayroy {hereinafter the *"Mayroy Options™),
the Company's pareni company. The following table sets forth all the

Mayroy Options allotted to members of the Board of Directors at the
registration date of this registration document:

Number of Mayroy

Options exercised

_Jean-Luc Bélingard

(1) Average exercise price per share in euros.

496,800

i2) The Mayroy options were granted under several stock option plans with different exercise periods. The exercise period indicated corresponds
to the opening dale of the first exarcise period and the closing date of the last exercise period.

Should the Mayroy Options become exercisable, the liquidity mechanism
available to holders of Mayroy Options under the Mayroy Understanding,
as described in section 18.3.2 of this registration document, would enable
Directors of the Company holding Mayroy Options to exchange the

Mayroy shares obtained upon exercise of the options for a maximum of
800,332 existing shares in the Company currently held by Mayroy.

15.4 Agreements entered into by the Group
with executive officers or key shareholders

In connection with stock option liquidity mechanism described in
sexction 18.3.2 of 1his registration document, the Compeny has entered
into an agreement with Société Générale Bank & Trust (SGBT) and Mayroy,
the purpose of whichis to entrust SGBT with management of the liquidity
mechanism for the Mayroy Options. This agreement was approved by
the Company's Board of Directors on 26 September 2005.

Under this agreement, the Company has notably undertaken to provide
Mayroy and SGBT with all the information in its possession reguired

to implement this iquidity mechanism and also to ensure the smocth
operation of the liquidity mechanism for Group employees holding Mayroy
Options.

Under this agreament, the Company has agreed to cover the SGBT's
expenses and charges and to compensate Mayroy for any foss of any kind
whatsoever incurred by Mayroy in the event that the Company passes on
incorrect information to SGBT when discharging its obligations.

15.5 Loans and guarantees granted to executive officers

None.
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Organisation of the Company’s governing bodies

16.1 Organisation of the Company’s governing bodies

16.1.1 Organisation of the Board of Directors

» 16.1.1.1 Members of the Board of Directors

Subject to the derogations provided for by law, the Board of Directors
comprises not iess than three and not more than eighteen members,
elacted by orclinary resoiution of the shareholders.

Directors must own at least one share in the Company. A Director who
does not own the requisite number of sheres on the date of election or
ceases to own the requisite number of shares during his term of office,
and fails {0 remedy the position within three months, shait be deemed to
have stood down from office.

Shouid cne or more seats on the Board of Directors become vacant
between two annual general mestings, either through death or resignation,
the Board of Directors may appoint replacements on a provisionai basis
under the terms and cenditions set out by law. However, if the number
of Directors falls below the minimum legal requirement, the remaining
Directors, or failing that the Statutory Auditors, shall immediately cail an
ordinary general meeting 1o elect new Directors. Directors appointed by
the Board of Directors must have their appointments approved & the next
annual general meeting. Should any appointments nct be aporoved by
the sharehclders, resolutions and actions taken by or with the assistance
of such Directors will nevertheless still be vaiid. A Director elected to
replace an outgoing Director shall remain in office for the remainder of
his predecessor’s term.

Directors are elected for a term of three years, ending at the conclusion
of the annual general meeting held during the year inwhich they are due
to retire by rotation. Directors may always stand for re-election.

» 16.1.1.2 Chairman of the Board of Directors

The Board of Directors shall elect a Chairman from among its members,
w10 must be a natural person, failing which the appointment shali be
nuif and void, for a term that may not exceed his term as Director. The
Clairman may stand for re-election and may be removed by the Board
of Directors at any time.

In the event of the Chairman's temparary unavailability or death. the Board
of Directors may delegate ancther Director to take his place for a imited
but renewalie term in the event of temporary unavailability and until a
new Chairman is elected in the event of death.

ne Chairman presides over Board meetings, organises end manages
the work of the Board of Directors, reports on the Board's activities to the
shareholders. and executes its decisions. The Chairman is responsinle
for ensuring that the Company’s governing bodies function correctly and
that the Directors are capable of fulfilling their duties.

The Board of Directors miay also appoint a Deputy Chairman, who must
be a natural person, to preside over Board meetings in the Chairman’s
absence. Failing that, in the Chairman's gbsence, Board meetings shall
be chaired by the Director present who is the oldest.
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» 16.1.1.3 Board meetings

The Board of Directors mests as often as required in the interests of the
Company. Meetings are called by the Chairman.

If the Board has not met for a period of over two months, at least one
third of the directors, or the Chief Executive Officer if he is not aiso the
Chairman, may ask the Chairman to call a meeting to discuss a particuiar
agenda. The Chairman may not retuse to call a meeting under these
circumsiances.

Should he faii to do so, the Chief Executive Officer, ong of the Deputy
Chief Executive Officers or at least two directors may call a Board meeting
and set the agenda.

Notice of rmeetings may be sent by any means, inciuding letter, fax, telex
orelectronic mail, not less than fifteen days before the date of the meseting,
except in emergencies when notice may be sent by any means until the
day before the mesting. Meetings may, notwithstanding, be called verbally
and held immediately i ail members of the Board agree.

Meetings take place either at the Company's registered office or in any
other piace indicated in the meeting notice.

An attendance register is kept and signed by those Direclors attending
the Board meeting.

> 16.1.1.4 Quorum and majority

The quorum required for the meeting to transact business is the effective
oresence of at least one halt of the Directors. Resolutions are by majority
vote of those Directors present in person or by proxy. inthe event of a
spiit vote, the Chairman has the deciding vote.

The Board's rutes of procedure may permit those Birectors attending the
meeting via videoconferencing or other electronic means to be counted
tor the purposes of calculating the quorum and majority, within the limits
and under the terms and conditions set out by law. More particularly, this
option s not available for those resolutions referred to in article s L.232-1
and L..233-16 of the Code de conwnerce.

» 16.1.1.5 Powers

The Board of Directors is responsible for defining and impiementing the
Company’s strategic objectives.

Subject to those powers expressly reserved for the general shareholders’
meeting and within the timits of the Company's corporate objects,
the Board of Directors is competent to consider and seftle all issues
invalving the proper functioning of the Company through the passing
of s resolutions,

With respect to third parties, the Company is bound by the Board of
Directors’ acts even where they are ulftra vires of the Company’s corporate
opurpose, unless the Company can prove that the third party knew the
act was uftra vires or couid not fail to know given the circumstances.



Publication of the Company’s Articles of incorporation does not in itself
constitute sufficient proof.

The Board of Directors undertakes ail the controls and verifications it
dieems fit,

All Directors shall receive the information required to fUlfil thelr duties
and may request any documents they deem useful from the Company's
executive management,

» 16.1.1.6 Board Charter

Undler a resoiution passed on 30 August 2005, the Board of Directors
adopted anintemal charter setting out the role and cperation of the Board,
in accordance with the provisions of the law, the Company’s Articles
of Incorporation and standard corporate governance practice for isted
companies. The main provisions of the Board Charter are described
below.

16.1.1.6.1 Role of the Board

The Board of Directors is responsible for governing the Company within
trie framework of its legal obligations and the cbligations set out in its
Adicies of Incorporation:

* the Board of Directors regularly reviews the strategic objectives and
guidelines of the Company and Group, its investment, asset sale and
internal restructuring proiects. and the Group’s generathuman resources
policy, and more particulary its policy on compensation, profit-sharing
and incentive schemes. It conducts an annual performance appraisal
ofthe Company’s senior executives and is consiited on new executive
appontments;

L]

it approves acquisitions or saies of equity interests or assets, as well as
research, development, industrial orcommercial gartnerships, alfances
or co-operation agreements, and more generally & transactions or
commitments ikely 1o have a material impact on the Group's financial
position, business operations or strategic objectives;

-

it is advised by its Chairman and its special committees of all material
events concerning the Group's and the Comgany's business dealings,
financial structure and cash gosition;

itis responsible for communications with the shareholders and general
public, particularly through its supervision and conirel over information
provided by the Company. In this respect, the Board is responsitle for
defining the Company's communications policy. and particuiarly the
frequency at which the Group publishes financial information;

it ensures that the Company has reliable procedures for identifying,
assessing and monitaring its liabilities and risks, including contingent
fabilities, together with an aporopriate internal control system.

16.1.1.6.2 Members of the Board of Directors

* Directors must devote the agpropriate time and attention to their ciuties
and are expected to atiend meetings of the Board and any committees
of which they are a member.

* Directors should be chosen for the skilis and experience they can offer
the Company and the Group in their business operations.

Operation of the Company’s governing bodies
rganisation of the Company's governing bodies

* Directors are deemed to be independent if they meet the following
conditions on the date the assessment is made:

¢ they are neither employees, executive officers, nor closely related
to an executive officer of a Group entity or an entity controlling the
Company within the meaning of article L.233-3 of the Code de
commerce,

they are neither executive officers, nor closely refated to an executive
officer of a company inwhich a Group entity holds an executive office,
either directly or indirectly;

they are neither a client, supplier or service provider of the Group, nor
a member of a company that is a client, supplier or service provider
of the Group;

L]

they {iy clo not represent a sharehoider that owns, {i) are not members
of an entity that directly or indirectly owns and {ii} do not directly or
indirectly own, more than five percent of the Company’s share capital
or voling rights.

The meaning of executive officer and close relationship with an
executive officer are defined in article L.621-18-2 of the Code
mondtaire et financier.

The Board shaii determine at ieast annually which Directors meet
these independeance conditions and present its conclusions to the
sharenolders (i} at each annual general meeting held to approve the
financial statements and (i} during general meetings heid 1o elect new
Directors or ratify Directors appointed by the Board.

Directors may aftend training sessions on specific areas of the company,
its business activities and industrial sector, arranged spontaneously by
the Company or at the request of the Board of Directors.

Before accepting office, Directors should tamiliarise themseives
with any general or specific obligations imposed upon them. More
particularly, they should familiarise themseives with the iaw goverming
the Company, its Articles of Incorporation and al: the provisions of the
Board Charter, i

-

Directors have a duty to report to the Board any existing or potential
conficts of interest between thern and the Company or the Group and
must, where it does nol involve an ordinary business agresment on
market terms and conditions, abstain from the corresponding vote.

*

Directors are required to contribute to setting the Company's and
the Group’s strategic objectives and to exercise control over their
imolementation. They should exercise careful and effective oversight
of the Company’s and the Group’s management.

Directors have a general duty of discretion as regards proceedings
at Board and special committee meetings. The same applies to all
non-public information and documents provided to them during or
outside meetings as part of their function on the Board or its special
committees and their participation in Board deiiberations. This duty of
discretion does not end with their term of office.

Directors undertake to comply with all stock market reguiations
designed to prevent any abuse of the market that might harm the
interests or the image of the Company or the Group.

Directors rmay not engage in transactions concerning shares of
companies in which they have inside information which is likely 10
influence the price of those shares.
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18.1.1.6.3 Operation of the Board of Directors

The Board of Directors meets at ieast once a quarter at the Company's
registered office or at any other place stipulated in the notice of meeting.
Directors may take part in meetings by any means permitted by law or
ire Company's Articles of Incorporation.

Once a vear, the Board discusses its method of operation and
appraises the performance of the Group's executive team. including the
Chief Executive Officer, but notin their presence. The Board may callin
an outsice consultant to conduct an appraisal,

15.1.1.6.4 Resources of the Board of Directors

@ The Board of Directors may establish temporary or permanent special
committees comprising between three and six Directors, inciuding a
Chairman of the Committee, appointed by . These special committees
report to the Board on their work and submit their recommendations
and proposals.

In order to maintain effective and prudent control over the Company’s
and the Group’s operations, the Board may cail upon the Group’s
senior executives for assistance. t may ask to see any internal reports,
documents and reseasch drawn up by the Group and commission any
externai technical reports at the Company’'s expense, subject to the
usual confidentiality undertakings.

16.1.2 Executive management -

» 16.1.2.1 The Chief Executive Officer

Appointment and Removal of the
Chief Executive Officer (directeur général)

I the Board of Directors decides 1o spiit the roies of Chairman of the Board
and Chief Exacutive Officer, it appoints the Chief Executive Officer and
fixes his term of office and any restrictions on his powers.

The Chief Executive Officer may be removed at any time by the Board of
Directors. If the Chief Executive Officer is not the Chalrman, nis removal
may give rise 1o compensation if belleved unwarranied.

The Chief Executive Officer Is subiect to the provisions of articie
L.225-84-1 of the Code de commerce on simuttanecusly holding more
than one ot the offices of Chief Executive Officer, member of the Executive
Board, sole executive officer, director or member of the Supervisory Board
of a Société Anonyme with its registered office in France.

If the Chairman is aiso the Chief Executive Officer, the provisions
concerning the Chief Executive Officer also apply to him.

Powers

Thie Chief Executive Officer has full powers to act at ait times and in
all clrcumstances in the name of the Company, within the limits of the
Company's corporate purpose and subject to those powers axpressly
vested by law in the shareholders and the Board of Directors,

Tre Chief Executive Officer represents the Company in its dealings with
third parties. The Company is bound by the Chief Executive Officer's
acts even if the acts are ultra vires due to going bevond the Company's
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Tne Directors may, together or individually, consult the Group's senior
executives for advice on any metters, after advising the Chairman
of the Board, and meet senior executives without the Chairman’s
presence.

Similarly, the Directors may, together or individually, ask the Chairman
for any information they believe necessary. provided it does not breach
any confidentiality rules.

The Directors receive ali relevant information, including a monthly report,
press reviews and financial research reports.

* Trie annual report contains a review of the work and operation of the
Board and its special committees during the previous year,

16.1.1.6.5 Permanent committees
of the Board of Directors

The Board has set up four permanent committees: a Strategic Commitiee,
an Audit Committee, a Compensation Committes and an Appointments
Committee. The role and work of these committees as defined in the Board
Charter is described in section 16.3 of this registration document.

stated corporate purpose, unless the Company can prove that the third
party knew the act was ultra vires or could not fail to know given the
circumstances. Pubiication of the Company’s Articles of Incorporation
does not initsed constitute sufficient proof,

» 16.1.2.2 Deputy Chief Executive Officers
(directeurs généraux délégués)

At the time of the proposal to appaint the Chief Executive Officer, the
Board of Directors may appeint one or more persons o assist the Chief
Executive Oficer in his duties, with the titie of Deputy Chief Executive
Officer. '

The maximum number of Deputy Chief Executive Officers is fixed at
five.

The scope and term of powers to be vested in the Deputy Chief Executive
Officers are determined by the Board of Directors in agreement with the
Cnief Executive Officer,

The Deputy Chief Executive Qfficers have the same powers as the Chief
Executive Officer with respect to third parties.

The Denuty Chief Executive Officers may be removed at any time by the
Board of Directors at the pronosal of the Chief Executive Officer.

If the Chief Executive Officer ceases 10 exercise or be prevented from
exercising his duties, the Deputy Chief Executive Officers will remain in
office until a new Chief Executive Officer is appointed, uniess otherwise
agreed by the Board of Directors.




16.1.3 Executive Committee

The Group nas an Executive Committee which is responsidle for managing
e Company’s day-to-day operations and for co-ordinating the Group's
various sclentific, legal, financial, commercial and strategic actions.

The Executive Committee is also responsible for establishing consistent
mianagement poiicies throughout the Group and assisting the Chalrman

16.2 Service contracts with members
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in implementing the Board’s decisions, The Executive Committee
comprises the toliowing members: Mrs. Claire Giraut, and Messrs
Jean-Luc Béiingard, Christophe Jean, Alain Haut, Jacgues-Plerre Moreay,
Alistalr Stokes and Petar Wilson.

of the Company’s governing bodies

The Company is not aware of any service contract between the Company or any of its subsidiaries and any of the memters of the Board of Directors or
management of the Company at the date of registration of this registration document.

16.3 Board Committees

16.3.1 Rules common to all commitiees

® Committee members are personally appointed from among the
Directors for the duration of their term of office as Director. They may not
appoint a proxy (o attend meetings. They may bereplaced or removed
atany time by the Board of Directors. Their term of cffice is renewable.
A Director may e a member of several committees.

L J

The chairman of each committes is appointed from among the
committee members by the Board of Directors.

Subiect to any sgecial rules applicable 1o them, the committees
determine how often they meet. Meetings are held at the Company’s
registered office or at any other place stipulated by the chairman, who
convenes the meetings and draws up the agenda.

L

A quorum of at least half the members is required for the committee to
fransact business. Members rnay take parl in meetings by any rmeans
permitted Dy law or the Articles of Incorporation.

* The chairman of a committee may invite alt members of the Beard ¢f
Directors or any other person to attend 0ne or more of its meetings
in a consuitative capacity, but only the committee members may vote
on agenda items.

L]

Minutes of each committee meeting are prepared by the secretary
of the Board of Directors, under the responsibility of the committee's
chairman. The minutes are circuiated to all committee members,

The chairman reports to the Board of Directors on the committee’s work
under the terms and conditions determined by the Beard.

Tne committees make proposals and recommendations in their fieid
of expertise.

To this end, they may conduct or commission all externai reports or
research 1o assist them intheir work, at the Company’s expense.

The committees report to the Board of Directors on their work at each
Board meeting.

A summary of the activity of each committee can be found in the
Company's annual report and accounts.

>

Fees paid to committee members and chairmen are set by the Board
of Directers and deducted from the total amount of Directors’ fees
approved by the shareholders.

L]

The committess are responsiole for determining all their other rules and
procedures. They periodically ensure that their rules and procedures
enable them to assist the Board effectively in handling matters within
its scope of responsibility and may propose changes to the Board
charter.
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* The Strategic Committee’s role is to:

® review all strategic issues affecting the Company and the Group with
regard to research and development, industriai, commercial and
financial matters, and aliiances and partnerships of af types;

® review any maior investment, asset sale, restructuring, alliance or
partnership projects;

* prepare for the Board of Directors’ periodic appraisat of its operating
procedures and make recommendalions for improvement;

® analyse, appraise and report annually to the Board of Directors on
all aspects of the performance of the Company, the Groug and its
management, and make recommendations for improvement;

* submit reports, proposais and recommendations on all issues falling
within its scope of responsibiiity.

16.3.3 The Audit Committee

® The Audit Committee’s roie is to:

* gvaluate the accounting policies used to prepare the parent company
and consolidated financial statements, review and evaiuate the basis
for consoiidation and the reievance of accounting methods appiied
to the Group:

exarnine the semi-annual and annual financial statements, together
with budgets and forecasts, prior to their presentation 1o the Board
of Directors;

control the quality of and compiiance with procedures, evaiuate
information received from management, internal committees and
internal and externat auditors;

supervise the apgointment and reappointment of the statutory
auditors, form an opinion on the amount of fees charged by the
statutory auditors and report it to the Board of Direclors;

review the details and appropriatensss of the fees paid by the
Company and the Group to the statutory auditors and ensure that
these fees and corresponding services are not llable 1o affect their
independence.

*

The Audit Committee comprises three Directors not including the
Cnairman of the Board. The chairman of the commities is appointed
by the Board of Diractors from among the committee members.

® The Audit Committee meets at ieast four times a year. Meetings are
convened by the committee’s chairman.

16.3.4 The Appointments Committee

* The Appointments Committee’s role is to:

* make proposals to the Board on the re-election, replacement or
nemination of new Directors;

® give an opinion cn the appointment or replacement of the
Chief Executive Officer and any Deputy Chiet Executive Officers.
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* The Strategic Committee is composed of the Chairman of the Board,
who is also the chairman of the committee, plus five other Directors.

* The Strategic Committee meets at ieast four times a year. Meetings
are convened by the committee’s chairman.

The Strategic Committee may call upon the Group’s senior executives
for assistance. It may request sight of any internal reperts. documents
and research drawn up by the Group and commission any external
technical reports at the Company’s expense, subiect to the usual
confidentiality undertakings.

-

The Audit Committee is responsible for:

® submitting proposals to the Board of Directors concerning the
appointment, fees and replacement of the statutory auditors;

reviewing with management and the statutory auditors the guarterly,
sami-annua and annual financiai statements, the Group’s accounting
methads, audit systems and internal control systems, and al regorts
on financiai reporting, accounting policies and communications
between management and the statutory auditors;

examining and controliing rules and procedures concerning conflicts
of interest, management expanses, identification and measurerment
of the key financial risks and their appiication, and submitting an
annual report to the Board of Direclors;

examining. controlling and evaluating on an annual basis the statutory
auditors' independence, audit procecures, difficuities encountered
and measures taken to resolve them, and supervising the internal
audit function;

more generally, examining, controling and evaluating ail matters likely
to affect the accuracy and fairness of the financiai statements.

The Audit Committee may request any information it deems necessary
or usefu) and call upon anyone it deemns necessary or useful for
assistance.

*

The Appointments Committee is composed of three Directors other
than the Chairman of the Board. The chairman of the Apgointments
Committes is appointed by the Board of Directors from among the
committee members.

® The Appointments Committee meets at ieast twice a year. Meetings
are convened by the committes’s chairmen or at the request of the
Chairman of the Board of Directors.



16.3.5 The Compensation Committee

* The Compensation Committeg’s roe is to:

* make proposals to the Board of Directors on all components of
the compensation paid to the Group’s executive officers and senior
managers; ’

® give an opinion on the appointment of key managers other
than the Chief Executive Officer, and on all components of their
compensation;

® make recommendations to the Board of Directors on all personnel
compensation and incentive schemes, including emgloyee savings
pians, employee share ownership, stock oplions and bonus
shares.

16.4 Internal control

The Company meets law requirements concerming internal contro! and
folows the principles of corporate governance.

Operation of the Company’s governing bodies
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® The Compensation Committee comprises three members elected
from among the Directors, other than the Chairman of the Board. The
chairman of the committee is appointed by the Board of Directors from
among the commitiee members.

¢ The Chairman of the Board may be asked to take part in the committee's
work, except where it concerns his own compensation.

* Tne Compensation Committee meets at least twice a year. Mestings
are convened by the committee's chairman, or at the request of the
Chairman of the Board.

The Company has an intemai control system covering operationai and
financial processes. The Chairman of the Board of Directors has prepared
a rgport on corporate governance and internal control.

16.4.1 Chairman’s report on corporate governance and internal control

To the Sharehoiders,

As you know, the Company only became a sociéte anonvme on
30 August 2008. Before that, it was a société par actions simpiifiée
governed by the provisions of article s £.227-1 et seq. of the Code de
commerce. All the shares comprising the share capital were heid by
Ipsen S.A., a Luxembourg company which was renamed Mayroy S.A,
on 26 September 2005,

Untit 30 August 2005, Crristophe Jean was Chairman of the Company
but was not required to prepare an annual report on corgorate governance
and internal controi as provided for by article L..225-37 of the Code
de commerce. As the Company did not have a Board of Directors
untii 30 August 2005, no report was prepared for the vear ended
31 December 2004,

» 1. Corporate governance

All the information herein refers to the Company’s corporate governance
system since it became a société anonyme on 30 August 2005,

1.1 Composition of the Board of Directors

At 16 March 2006, the Board of Directors was compaosed of eleven
members. All Directors are due to retire at the conclusion of the annuai
meeting held to approve the financiai statements for the year ended
31 Decernper 2007
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The mempers of the Board of Directors are:

Elected

‘Lyé Bélingard Chairmanand Chi 30/08/2005
oy Director 30/08/2005

‘Director 30/08/2005 -

Alain Bé 30/08/2005:
“Hervé Gouffin. ) s Director 30/08/2005.
 Antoine Floche ° Director '\  30/08/2005
Gérard Hauser Director. 14/12/2005
" Pierfe Martinet Director™ . .. 19/09/2005 .|
RenéMerkt: - Director ' 19/09/2005
Yves Rambaud . 30/08/2005

- Klaus-Peter Schwabe. Director Z : 30/08/2005

(") Coopted by the Board of Directors.

Antcine Flochel has been appointed Vice Chalrman of the Board of
Directors.

1.2  Frequency of Board meetings

The Board of Directors has met eight times since the Company became
a socigte anonyme on 30 August 2005.

1.3 Notice of meetings and Directors’ attendance

Directors receive a notice of meeting by letter not less than fifteen days
before the date of the meeting, in accordance with the provisions of the
Company's Artictes of Incorporation.

The attendance register shows that the following Directors were present in
person or by proxy at each of the meetings held since 30 August 2005:

* 30 August 2005: ten Directors out of ten;

* 15 September 2005: ten Directors out of ten;

® 26 Septemnber 2005: eieven Directors out of eleven;
* 14 November 2005: eleven Directors out of eleven;
* 21 November 2005: eleven Directors out of eleven;
* 6 Decernber 2005: eleven Directors out of eleven:

¢ 14 December 2005: eleven Directors out of eleven;

* 16 March 2006 eleven Directors out of eleven,

As required by article L.225-238 of the Code de commerce, the Statutory
Auditors were invited 1o attend the Board meetings held to review or
approve the annual and interim financial statements, as follows:

¢ meeting of 26 September 2005 to approve the Company’s interim
financial staternents for the six months ended 30 June 2005;

* meeting of 16 March 2006 to approve the Company's individual
and consolidated financial statements for the financial year ended
31 December 2005;
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1.4 Chairman of the Board meetings

The eight Board meetings held since 30 August 2005 have all been
chaired by Jean-Luc Bélingard, Chairman of the Board.

1.5 Organisation and operation
of the Board’s special committees

Atits meeting of 30 August 2005, the Board of Directors adopted aninternal
charter setting out the role and operation of the Board, in accordance
with the provisions of law, the Company's Articles of Incorporation and
standard corporate governance practice for listed companies.

Under the Charter, the Board created four permanent committees:

¢ Strategic Committes, whose principal role is 10 review all strategic
Issues affecting the Company and the Group with regerd to research
and development, industrial, commercial and financial matters, and
aliances and parinerships of all types;

® Audit Committee, whose principal roie is to examine the consolidated
and unconsolidated financial statements, together with budgets and
forecasts, prior to their presentation to the Board, and to controi the
quality of and compliance with procedures, and evaluate information
received from management, internal committees and internal and
external auditors;

* Appointments Committee, whose principal role is to meke proposals
to the Board of Directors on the re-election, replacement or nomination
of new Directors;

¢ Compensation Commitise, whose principal roie is to make proposals
ta the Board of Directors on all components of the compensation paid
to the Group's executive officers and senior managers.

The compesition of these four permanent committees is as follows:

@ the Strategic Committee: Jean-Luc Bélingerd, Anne Beaufour,
Henri Beaufour, Antoine Floche!, Klaus-Peter Schwabe and
Hervé Couffin;

e the Audit Committee: Yves Rambaud, Al
Pierre Martinet;

in Beguin and




+ the Appointments Committee: Anne Beaufour, Alain Beguin and Herve
Couffin;

¢ the Compensation Committee: Antoine Flochel, Yves Rambaud and
Gérard Hauser.

Since their creation on 30 August 2005, the permanent committees have
met as follows:

* Strategic Committee:

* meeting of 6 October 2005, attended by all members of the
committee. The agenda for the meeting was to discuss strategy in
the US market;

* meetingof 27 January 2008, attended by al members. The committee
deliberated about the strategy to be pursued in the US market;

® meeting of 20 February 2008. attended by ali members of the
committee. The committee deliberated about the strategy to be
pursued in the US market; '

-

Audit Committee:

* meeting of 22 September 2005, attended by all members of the
comrnittee. The agenda for this rmeeting was as follows:

- review of the financiai statements 1o be presented to the Board on
26 September 2005,

- internal control procedures,

* meeting of 7 December 2005, attended by ali members. The
committee reviewed the budget for 2006;

* meeting of 15 December 2005, attended by all members. The agenda
for this meseting was as olows:

- Closing options for 2008,

* meeting of 13 March 2006, attended by two members. The agenda
for this meeting was as follows:
- review of the financial statements for the financiai year ended
31 December 2005,

- review of the fees to be paid to the statutery auditors for the 2006
financial year,

£

Appointments Committee:

® meeting of 15 September 2005, attended by all membérs of the
committee. The aganda for this meeting was as follows:

— appointment of new Directors,
- procedure for selecting candidates.

* meeting of 7 Novermber 2005, attended by alt members, The
committee deliberated about the appointment of a new Director;

*

The Compensation Committee:

* meeting of 7 September 2005, attended by ali members of the
committee. The agenda for this meeting was as follows:

- compensation policy,
- stock options and izonus shares,
~ employee share offering,

- Chairmen’s appointment as an executive officer,
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* meeting of 26 September 20035, attended by all members of the
committee. The agenda for this meeting was as follows:

- allotment of stock options and bonus shares,

¢ meeting of 13 October 2005, attended by all members. The agenda
for this meeting was as foflows:

- review of plans stock options and bonus shares,

® meeting of 3 November 2008, attended by all members. The agenda
was as foliows:

- finalisation of the proposals to aliot stock options and bonus
shares,

* meeting of 31 January 2008, attended by all members. The
commitiee deliberated about the Chairman’s compensation and
penefit package.

1.6 Minutes of Board meetings

Minutes of Board meetings are prepared after the meeting and submitted
to the Board for approval at its next meeting. Once approved by the
Board, they are signed and placed in the Company’s minute book.

» 2. Executive management and restrictions
on the powers of the chief executive officer

At its meeting of 30 August 2005, the Board elected not to split the
offices of Chairman of the Board and Chief Executive Officer. There are nc
restrictions on the powers of the Chairman and Chief Executive Officer.

The Chairman and Chief Executive Officer hasfull powers to actat alitimes
and in ali circumstances in the name of the Company, within the limits of
it3 corporate purpose and subject to those powers expressly vested Dy
law in the collective body of sharehoiders and the Board of Directors. He
represents the Company in s dealings with third parties.

At its meeting of 30 August 2005, the Board appointed
Jean-Luc Bélingard as Chigf Executive Officer for aterm concurrent with
histerm as Director.

The Board has not appointed any Deputy Chief Executive Officers.

» 3. Internal control

3.1 Scope of internal control

The Group's internal control riles apply to at its subsidiaries (hereinafter
“the Subsidiaries”) of the Company under exclusive contro! within the
meaning of the IFRSs. Tne Company and its Subsidiaries are together
referred to as the "Group”™.

3.2 Basis for preparation of the report

This report descrives the internal control system put in place by the Group.
It has been prepared with the assistance of the Finance Department
based on existing procedures within the Company. These procedures
were identified through interviews with the Company’s key managers
and consuitation of the avaiiable documentation concerning the issues
under review.
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3.3 Internal control objectives

internal control is a function defined and implemented by executive
management and Group employees 1o provide sharehoiders, Directors
and executive officers with reasonable assurance about the achieverment
of the foliowing objectives:

¢ compietion and cptimisation of operations, including the effectiveness
of operations and protection of the Company’s assets;

¢ reliabifity of the financial staterments; and
* compiiance with ali applicable iaws and regulations.

Internal control is designed to provide reasonable assurance about these
matters but cannot provide absoiute assurance that the objectives will
be met.

Tomeet its internal controf objectives, the Group’s executive management
has set out the foliowing general guidance:

1. Control environment

All Group Supsidiaries are required 10 maintain and develop a reliable
and effective internal control system. This principle underpins all the
internal controi mechanisms implemented within the Group. Criteria
include integrity, ethical values, management philosophy and cperating
style, empowerment and responsibility, as well as management’s duty
10 oversee business operations, the quaity ofinformationreported to the
Grpup and management transparency.

2. Risk assessment

The risk management process was defined inline with various elements
descriced in the COSO Ii standard.

In particular, mapping of risks, which represents the first step in risk
managerment, was inttiated 1o identify internal and external events liatle
to affect the Group's objectives.

The pilot proiect was carried out during 2008, and the results ied to the
definition of & method to identify risks affecting the Group’s units, then
rating their impact and the probability of occurrence. The risk mapping
methodology is currently being introduced by the Group's Industrial
department.

3. Contro! activities

This principle involves ai procedures and rules designad to ensure that
risks are taken inlo account and Group directives are property applied.

4. Information and communication

This principle invoives identifying, collecting and communicating the
information required to assume responsibilities and take informed
decisions.

5. Oversight
This principle involves the pericdical assessment of controls, through

oversight activities conducted by management, particularly within the
Executive Committee and its special committees.

3.4 General intemal control structure

The Group's business operations all fail within the same sector and
are vertically integrated. its operations, as presented below, are
managed on a decentralised basis within autonomous business units
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("Business Units”) which have reai decision-making power but operate
in line with the Group’s overail strategic guidance.

The Group’s business activities are:
* pharmaceutical research and develiopment;
* manufacturing; and

* operations, organised geographically by country or groups of countries
depending on their size and deveiopment stage.

The central support functions are:

* gxecutive management;

* strategic planning;

* strategic marketing;

 finance, including the administrative department;
® business development;

*» legal affairs;

e intellectual property;

* human resowrces; and

® public affairs and corporate communications;
The Business Units are governed by three types of process:

e operating processes, which are the key processes invoived in the
Group’s business activities: discovering. developing and registering
drugs; manufacturing drugs and managing the supply chain; promating
and marketing the drugs in their various markets;

® management processes, which are the responsibiiity of the Group’s
executive management and concern the Group's crganisation and
strategic planning, preparation, communication and aversight;

@ support processes. which help optimise and contro! operating processes
and protect the Group's assets (finance, human resources, public affairs
and corporate communications, legal affairs and administration).

3.4.1 General internal control structure
3.4.1.1 Board of Directors and its permanent committees

The role of the Board of Directors and its permanent committees, together
with the organisation and operation of executive management, are
presented in the first part of this report.

3.4.1.2 Executive Committee

The Group has an Executive Committes which is responsibie for managing
the Company's day-to-day operations and for co-ordinating the Group's
various scientfic, iegal, financial, commercial and strategic initiatives.

Chaired by the Chairman and Chief Executive Officer, its role is o
implement the Group's strategy, review and authorise fransactions
submitted to it and set targets for the operating departments and sugport
functions. The Executive Committee is also responsible for providing the
Board of Directors with information and recommendations on issues
concerning the Group's strategy and business activity.

In addition, the Executive Cornmittee’s role is to establish consistent
management policies throughout the Group and assist the Chairman and
Chief Executive Officer In implementing the Board's decisions.



The mempers of the Executive Committer are:

* Chief Executive Officer: Jean-Luc Bélingard,

* Chief Financial Officer: Claire Giraut;
* Executive Vice-President, Hurnan resources: Alain Haut;
* Exgcutive Vice-President, Opgrations: Christophe Jean;

* Executive Vice-President,

Research and Development: Jacques-Pierre Moreau;

* Executive Vice-President, Corporate Deveiopment:  Alistair Stokes;

» Executive Vice-President,

Manufacturing and Supgly Organisation: Peter Wilson

The Executive Committee typically meets twice a month.

3.4.1.2.1 Disease Area Teamns (DATs) and lpsen Strategy Teams

The DATs report 1o the Executive Committee and are responsible for
defining end managing the Group's strategy in its targeted therapeutic
areas. They are cross-functiona! teams and are composed of
representatives from the Group's various business activities. Their work
focuses on assessing the needs of markets and patients and on acquiring
scientific knowledge in the therapeutic areas concerned.

The Ipsen Strategy Teams play a simiiar role for the primary care
therapeutic areas.

3.4.1.2.2 Sirategic Product Planning Committee (SPPC)

The SPPC reports to the Executive Comimittee. its roie is to manage its
development portfolio and review external growing of the acquisition
opportunities.

The Committee is composed of representatives from across the Group's
>usiness activities and the main suppert functions (finance, legal afairs,
intellectual property and business development).

ts key responsibiiiies are: centralising, assessing and taking decisions on
recommendations and information concerning research and development
proiects, preparing information for the Executive Commitiee on acquisition
opportunities submittad to it and prioritising and aiiocaling resources to
development projects, within the budgets approved by the Executive
Committee.

3.4.1.2.3 Financial Communications Prepafaﬁon
Committee (FCPC)

Thne purpose of this committee is to prepare the information released in
regular financial communications and to formulate and then update drafis
submitted for the Executive Committee’s approvat,

This committee, whichis overseen by the Chief Financial Officer, has eight
permanent members representing the Group's principal functions.

3.4.1.2.4 The Corporate Disclosure Commitiee

The role of this Committee is to prepare communications and statements
for the Executive Committee related to unforeseen events, which coudd
potentially have a significant impact on the value of ipsen shares. This
committee has four members, namely the Chief Financial Officer, the
Chief Legal Officer, the Chief Communications Officer and the Chief
Medlical Officer. Other staft may attend, if need be. It meets as required
and provides the Executive Commitiee with the information it needs to
make decisions.

3.4.1.2.5 Management of partnership agreements

The Executive Commitiee creates cross-functiona feams o oversee
the main projects conducted under parinership agreements. Eachteam
is headed by a project manager and comprises representatives of the
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various business activities concerned, as well as the support functions.
The teams provide a central contact point for each partnership. Their
role is to ensure that the Group’s partnerships take place in the best
possible conditions and in accordance with the terms of the agreement.
They are aiso responsibie for co-ordinating work and meetings between
the parties.

3.4.1.3 Group Strategic Planning

The Group Strategic Pianning Department reports to the Group Vice-
President, Operations. Its role is to co-crdinate the Group's four-year plan
and conckuct research on the Group's organisation structure, business
operations and acquisitions. It makes recommendations tc the Group
Executive Committee.

3.4.1.4 Operations Committee

The Operations Committee is headed by the Group Vice-President,
Operations. It is composed of the heads of each of the key operating
Business Units responsible for product marketing, as well as
representatives of the support functicns. It meets about eight times a
year to review the Group’s performance in terms of sales and product
promotion in the varicus local and regional markets, as wel as the main
operating procedures applicable before their implementation, Certain
groups of countries have their own regional Operations Committes.

3.4.1.5 Quality control departments

The Group has two quaiity control departments whose roie is to
support the needs of the entire Group in research and development and
manufacturing.

The Internationa! Quality Assurance depariment reports to the research
and development cdepartment. Its role is to ensure that ciinical trials are
conducted inline with good clinical practice ("GCP") and gooci iaberatory
practice ("GLP™,

The Group Quaity department reports to the manufacturing Business Unit.
Its role is to establish ¢ruality systems that comiply with good manufacturing
practice (“GMP") both for products in the clinical development stage and
those that are already registered.

In addition, each manufacturing piant has a quaiity assurance department
responsiple for controlling the conformity of operations, systems and
products.

3.4.1.6 Legal Affairs department

The Group Legal Affairs department is responsibie for managing the
Group's legal risks. It plays a support, eptimisation and controi role in
drawing ug contractua terms between the Group and third parties. The
Group Legal A¥airs department has implemented a referrai procedure
setting out the areas in which and the way in which the Legal Affairs
department is to be consulted by ali Group companies before they enter
into any agreement.

It is also responsitle for menaging all litigation and disputes involving
Group companies.

3.4.1.7 Intellectual property department

The Intellectual Property Department is responsiole for (i) pretecting the
Group's intangible assets, inciuding its brands and trademarks, iogos.
domain names and know-how; and (i} protecting and enhancing the value
ofthe Group's intellectual property portiolio by strengthening its position
with respect to third parties. It piays an inteligence, information and
advisory role for management and alt Group companies, particularly by
providing strategic information to help determine the Group'sinteliectual
property peicy.
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3.4.1.8 Public Affairs and Corporate Communications department
The Public Affairs and Corporate Communications department is
responsibie for defining and overseeing the Group's communications
strategy. It defines the schedule of priority communications campaigns
and generally maintains the coherence and checks the accuracy and
relevance of information released and disseminated both internally and
outside the Group.

3.4.2 Other components of the internal control framework
3.4.2.1 Pharmacovigilance

Pharmacovigilance forms an integral part of the Group’s research and
development ectivity. Its role is to monitor the risk of undesirabie side
effects resulting from the use of products being developed and marketed
iy the Group.

Pharmacovigiance includes:
® gathering information on reported undesirable side effects;

e registering, assessing and using that information for preventive
PUrpOSES;

® conducting research and other work concerning the safe use of
drugs.

Pharmacovigiiance alsc ensures that the Group meets its regulatory
obligations in respect of these three activities in all countries where it
operates.

3.4.2.2 Code of Ethical Conduct

On 1 July 20085, at the initiative of the Executive Committee, the Group
prapared a code of conduct (hereinafter “the Code of Ethical Conduct™)
governing all Group employees. It sets out the general principles
underlying the professional conduct required of aii Group emplioyees
(competition law, prevention of conflicts of interast, relations with third
parties, gifts and entertainment. financial statemants and fraud grevention)
and summarises the key existing legal provisions governing relations
between the Group and third parties.

Concomitantly, the Executive Committes has put in place an ethics
commiittee independent of the Group hierarchy to give empicyees who
so desire the option of notifying the commiittee of any matter or presumed
irregularity or infringement of the Code of Ethicat Conduct. The ethics
committes has the power to investigate mattersreported to it and presents
its conclusions directly to the Group's Executive Commiites.

3.4.2.3 Health, safety and environment policy (HSE)

The Group's Quality Department Control is responsible for the Group's
overall health, safety and envirecnmental policy, and tor monitoring
performance indicators in this field. Each manufacturing plant has its
own HSE department responsibie for setting out internal HSE rules
and for ensuring that personnel and site operations comply with safety
reguiations.

3.4.2.4 Logistics

The logistics function is responsible for providing effective logistics flows
andinformation systems with the aim of securing and optimising the supply
of goods from the manufacturing plants to the Group’s markets,

At the end of 2004, the Group launched a plan to strengthen relations
between the manufacturing plants and operational markets. The key
objectives of the plan are to Improve order forecasting accuracy and
ensure the availability of stocks required for optimurn functioning of
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logistics flows, notably by taking into account the growing interaction
between the Group’s manufacturing plants and its partners.

3.4.2.5 Insurance

The insurance function is the responsibility of the administrative
department, which reports to the Group’s Finance Department. its roe
isto:

» identify and reduce risks by recommending the implementation of
appropriate prevention pians;

¢ negotate and monitor the Group's insurance policies,

* provide technical support to Group companies in negotiating and
monitoring local insurence policies;

# handle claims;

® monitor the Greup's legal commitments and their impact in terms of
liability.

3.4.2.6 Audits

The pharmaceutical industry is highly regulated at both the national and
international level. A strict framework of laws and regulations govern all
the Group's business activities, from ¢linical research and development
o the manufacture of active substances and drugs, and their promotion
inthe market. The Group’s manufacturing piants are inspected regularly
by official organisations.

The Group’s quality control departments {research and development
and manufacturing) conduct audits of the activities that come under
their responsibiiity.

In 2004, the Group's Finance Department created an internal audit function
whose role is to control the integrity of financial reporting activities.

3.5 Financial reporting procedures

3.5.1 Objectives and participants

The Group Finance Department is responsinle for internal control over
financial reporting. The key objectives are:

® preparing consolidated financial statements for the Group in accordance
with the applicable aws and reguiations, under the authority of the
Group's Accounting and Consofidation Department;

*

ranaging the budgeting and forecasting process, under the authority
ot the Group's Financial Control department;

L 4

reviewing the Groun’s performance and any variance against forecasts.
under the authority of the Group's Financial Contral department;

reviewing the monthly management report for research and
development, manufacturing and operations, under the authority of
the Group’s Financial Control department;

rmanaging fiscal affairs and overseeing any matters reating to company
law for all Group subsidiaries, undsr the authority of the administrative
department;

managing the Group's financing, which is the responsibiiity of the
Group's Treasury department;

controlling the integrity of financial reporting, which is the responsibility
of the Internal Audit depariment.



3.5.2 Preparation of the consolidated financial statements

The Group's Accounting and Consalidation departiment centraises
infarmation reported by the finance department of each Subsidiary and
produces consolidated financial statements for the Group:

* the financial statements reported by each Subsidiary are analysed
before being imported for consolidation;

* the financial statements are reconciied with the management
indicators monitored by the financial control department. Sales trends,
consolidated debt, investment and workforce figures are reconciled
with the periodic monitaring carried out by the Group's financiat control
and ireasury departments.

As part of its responsibility for producing consolidated financial statements,
the Group's Accounting and Consolidation department draws up
accounting manuals, management reporting packages and the chart of
accounts to be used for preparing the Group's financial statements, to
ensure that all Group Subsidiaries produce consistent information that
complies with the Group's accounting policies.

it also verifies that the financial and accounting information regorted
externally by the Group is fair and comprehensive.

3.5.3 Periodic letter of representation

Atthe end of each vear, the finance departments of sach Grous company
are required to confirm in writing, at the request and in the terms set out
by the Group’s executive management, that the financial statements
comply with ail applicable laws and regulations.

3.5.4 Financial control

Financial controt is organised on the basis of the Group's business
activities. It issues instructions for preparing budgets and forecasts. It
controls the quality of information received in the monthly reporting and
as part of the Group's budget and plan preparation.

The fnancial control department also analyses the Group’s actual
performance and any variance against forecasts. it identifies and quantifies
the risks and opportunities invoived in budget and forecast information.

Operation of the Company’s governing bodies
internal control

3.5.5 Authorisation of capital expenditures

This procedure is designed to assess the appropriateness of capital
expenditure plans, independently from the budget and forecasting
process, and obtaln the information and authorisations required to commit
to the expenditures. A summary is prepared to centralise all conclusions
reievant to the decision-making process at the appropriate level.

This procedure was implemented in all the Group's manufacturing plants
in the first haif of 2005.

3.5.6 Financial authorisation.

The financial authorisation procedure lays down the commitment ievels
authorised for operational managers and the list of managers authorised
to enter into commitments.

3.5.7 Financing and treasury

The Group has a centralised cash management system to ensure optimum
protection of its financial assets and adeguate fiquidity. Exposure 1o
exchange rate and interest rate risk is managed by the Group's Treasury
department, which does not take any positions that are not directly inked
with the Group’s operational or financial activities.

3.5.8 External audit

In accordance with the law, the Group's financia! statements are audited
by statutory auditors, Their responsibility encompasses afl Group
companies inciuded in the scope of consolidation. Each company,
with the exception of certain non-material companies with regard to the
consolidated financial statements, is subject to an audit or iimited review
as the case may be.

Apart from the legal requirements, the statutory auditors produce 2
report on thelr work summarnsing all key audit points identified and their
resolution, as well as recommendations on the Group’s internal control
system. These recommendations are discussed with each subsidiary’s
management team and their mpiementation is monitored. The statutory
auditors’ report is also presented to the Board's Audit Commities.
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16.4.2 Statutory Auditors’ report on the Chairman’s report
on corporate governance and internal control

losen SA,
Registered office: 42, rue du Docteur Blanche, 75018 Paris, France
Share capital: €84,024,683

Statutory Auditors’ report prepared in accordance with article L. 225-235 of the Code de commerce on the Chairman of Ipsen S.A.’sreport
on internal control and financial reporting

Year ended 31 December 2005

To the Shareholders,

In our capacity as statutory auditors of Ipsen S.A. and pursuant 1o the provisions of article L. 225-235 of the Code de commerce, we hereby report
10 you on the report pregared by the Chalrman of vour company in accordance with article L. 225-37 of the Coda de commerce for the financial year
ended 31 December 2005.

It is incumbent upon the Chairman to report on the cormorate governance and internal contro! procedures imglemented within the Company.

It is our responsibility to report fo you our cbservations on the informaticn set out in the Chairman’s report on internal control and financial reporting
procedures.

We performed our procedures in accordance with professional standards applicable in France. These standards require us 1o pian and parform procedures
to assess the fairness of the information and statements in the Chairman’s report on the internal control and financial reporting procedures, These
procedures noteply consisted in:

° obiaining an understancling of the objectives and general organization of internal control, as well as the internal controt and financial reporting procedures,
presented in the Chairman's report;

& obtaining an understanding of the work performed to support the information given in the report.

On the basis of these procedures, we have no matters 10 report in connection with the information on the internal control procedures relating to the
preparation and processing of financial and accounting information, contained in the Chairman's repart, prepared pursuant to the provisions of the final
section of article L. 225-37 of the Codle de commerce,

Paris la Défense and Neuilly-sur-Seine, 17 March 2008

The statutory Auditors

KPMG Audit Deioitte & Associts
Department of KPMG S.A.
Catherine Porta Christophe Perrau
Partner Paririer
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17.1 Human resources

At 31 December 2005, the Group had 3,800 employees worldwide,
35% of whom {excluding the “field"” sales force) are exempt emplovees.
Of these 3,800 employees, 6§92 were assigned to Research and
Development activities, 1,52510 sales {78% of whom were medical saies
representatives), 1,048 to manufacturing and suppiy chain functions and
535 to administration and support services.

17.1.1 Geographical analysis

After two vears of stability {with 3,775 employees at 31 December 2003
and at 31 December 2004 on a pro forma basis), the Group’s workforce
saw a modest increase of 1% during 2005.

At 31 December 2003, close to 31% of the Group's 3.800 employees and notably 43% of the sales force, were empioyed outside the Major Western
European countries, The following table shows a geographical analysis of Group's employees by function.

At 31 December 2005

7

Major Western European count:r‘iv‘e‘s l 800

' Other European countries. ' - - © 320

" Rest of the wo'x:?:lkd i

At 31 December 2004

Major Western Eurdpean,countries e L 841 857 T 546% ) 381 2,625
ijbth‘eyr European countries” ‘ 316 17 31, 81 545
Restoftheworld®™ . L m

At 31 December 2003

55 : ~ 69 605

Majo(rWéstern»Europ‘eadf;:ountries"" S B15 o ,,’880‘( 527 3 2,603 ¢
Other Eliropean countries: | . 307 I+ 92 23 76 498
“Rest of theworld 2 428

o E
 Total

o

(1} .e. Germany, Spain, France, ltaly and the United Kingdom.
(2} Including North America and Asia.

109 65 72 674

17.1.2 Structure and trends in Group’s workforce

The following tables provide an insight into the structure and recent trends
in the Group's workforce. As illustrated by these tabies, the Group's
efforts to provide stable employment allowed to maintain a high level of
permanent jobs at 31 December 2005, and the size of the workforce
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ncreased oy ciose to 25 employees between 31 Decamber 2003 and
31 December 2005.
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» 17.1.2.1 Overall trends in Group’s workforce

31/12/2603
pean countries'! § b 6 : 2,603
* Other European countries: . : s ar 552 F . e 545 \ 498

‘Rést of the

(1) l.e. Germany, Spain, France, italy and the United Kingdom.
{2} Includling North America and Asia.

> 17.1.2.2 Analysis of the workforce by type of employment contract

31/12/2003
7% 97%

. Permanentss i i gt

; Non-permanent

/At31 December 2005 - . ) : 907
At 31 December 2004 EEU o I G ey ?;j 1,634 1,157
- At31 December 2003 e ey 1748 o

{1) Fleld sales force.

Between 2003 and 2005, the number of exempt staff increased significantiy (up 79%), while the number of non -exempt staff dropped by 3%. The continuation
of this trend drove the ratio of exempt staff to non-exempt staff up from 48.6% in 2003 10 53.5% by 31 December 2005.

» 17.1.2.4 Recruitments within the Group
|

Perm. term

"Major Westerni Elropean countrids 4 4 \ ‘ E RN e ; 7 : 311

,OtherEuroplejan“c‘cu‘r‘w‘,tr‘iyes SORTRE S L PR o Fec AR i ] A 122

i Rest of-the’ i X T L g 196

(1) l.e. Germany. Spain. France, ltaly and the United Kingdom.
(2) Including North America and Asia.
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hetifements, deaths

i

2003 financial year

Ma’jo} WesterhffEUrbpe'yaﬂh countries i 7% 133 18§
Other Eurprp,\e‘a’rh{countrieéx B o 129 2
f»,Re,st o the \(NOjF\[d 1 : 52 84 -

(1} Le. Germany. Spain. France, ftaly and the United Kingdom.
{2} Including North Arnerica and Asia,

In October 2008, the Group entered into an agreement with Faes Farma
S.A. to sell assets belonging to its Spanish subsidiary lpsen Pharma
S.A. that are dedicated to promoting and sefiing primary care preducts.
Employees warking for the sales network of these products were
transferred to Faes. In spite of all its efforts, the Group was unabie 1o find
abuyer for the manufacturing activities of this subsidiary. Consequently,
production is expected to shut down definitively during 20086. An
outplacement and support plan wii be implemented to minimise the
social impact on the affected employees.

» 17.1.3.1 Group’s employment policy

Group’s employment policy aims at attracting and maintaining a suitably
qualified, well frained and highiy motivated workforce to perform, as
gfficiently as possible, the various tasks and roles inherent to the Groug's
business activities. i

Carrer development

Internal promotion is cne of the key ways o motivate employees end thair
supenvisors (5% of employees had a promotion in 2005). Accordingly,
opportunities to change jobs, switch functions and to move to new

locations are regularly offered 1o Group’s emplovees on the iobs forum
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In addition, the Group continued tc reorganise certain functional
departments fo take into account its internationat expansion and to
integrate cross-divisionat functions {IT, Pharmacovigilance, Human
Resources} within corporate tunctions, Thanks to well implemented
staffing plans. this restructuring process did nat have adverse impact
on employment.

Other iay-offs initiated by the empioyer (345 in 2005) relate either to
dismissals for personal reasons, during trial pericds or from the non-
renewai of fixed-term contracts that had reached their maturity.

of the Group's intranet site, prior to or at the same time as they are
advertised externally, In 2005, 159 o> vacancies {excluding medical
sales representatives) were published interally (32% for administretion
and support services, 28% for Research and Development, 29% for
manufacturing and supply chain and 11% for operations).

Vocational training courses have been organised in manufacturing
units and, in France, efforts towards professional certifications are
underway.

Use of temporary personnel

The main reason for using temporary personnel is the replacement of
absent employees. It is concentrated primarily in manufacturing and



supply chain departments where absenteeism is the highest, while it is vital
10 keep production going at ail times (see the table in section 17.1.3.2.3 of
this registration document). Even so, only limited use is made of temporary
staffing, since it accounted for only 62.5 full-time equivalents during 2005
for all Group’s production units, I.e. §% of the production workforce. In
addition, Group's sales units use external medical sales representatives
and services, specifically in France {265 {ull-time equivaients in 2005).

Integration of disabled workers

Disabled workers accounted for 1.18% of the total number of Group
empioyees at 31 December 2005.

A number of measures tacilitating the insertion of disabled workers
were impiemented. Forinstance, the Group organises part-time workin
Lithuania fer disabled workers and in the United States it undertakes to
protect the jobs of employees aftected by a temporary inabiity to work. In
France and Spain, the Group communicates job descriptions of positions
likely to suit disabled workers to speciaised employment agencies. inthe
United Kingdom, empioyment premises and workplaces were recently
refitted to guarantee the integration ¢f disabled workers.

Furthermore, a number of Greup companies call ugon disabled workers
sub-contracting organizations to compiete outsourced tasks.

Exern Bt
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Equal opportunities

The Group endeavours to ensure that ail its employees adhere 1o its
policy of non-discrimination. The Group's employment policy is based
on objective criteria and individual merit. Employees are thus given equal
opportunities without any discrimination on the basis of race, colour,
religion, gender, disability, family situation, sexuality, age, nationality or
ethnic background.

Certain Group companies have an official equal opportunities pelicy, while
others have incorporated measures ensuring exjual opportunities into their
recruitment policy or into more general codes of conduct.

Of the measures implemented within the Group. the moest significant
ones relate to equal opportunities for males and females. For instance,
they are based around ensuring work and family iife balance for women
{flexible working hours, working frorm home, easy access 1o part-time},
while making sure that potential career opportunities are protected.
Better communication is established with fathers - depending on the
local applicable legisiation - regarding the possibility for them to benefit
from the same paid-leave and chiidcare rights as women (specifically
paternity ieave and parental leave in France).

The foliowing tabie provides an analysis of the number of maie and female
Group employees by employement category.

; Non—exemptf'

e

Field salesiforce

» 17.1.3.2 Work hours

The way working hours are crganised varies considerably from country 1o
country and depends upon professicnal category (fixed working hours,
flexible working hours, individualised working hours, autonomeus exemnpt
empioyees, hourly contracts, daily contracts, annual contracts, ste.).

17.1.3.2.1 Full-time work hours

Work hours of Group companies are in line with practices and local
legisiation as shown in the following table:

Spai'n e U

United States .7 ¢ R ' 40.0°
Greece L Py 48.0
“italy e w L dDD
retand’ R G SRRt 3
Germany S ; ‘ ; 3715
United Kingdom' -, Lo R 37:5°
Denmark. : e ; 370
France L 35,0

17.1.3.2.2 Work hours reduction in France

Work hours have been reduced by a particularly significant margin in
France as a resuit of changes in the French iegislation. The reduction
in the work week was implemented across all French companies under
fiexiole work hours agreements.

For instance, the calculation of work hours on an annualised basis with
additional vacation being granted was the most frequentiy adopted
solution for non-exempl personnel, with exempt empioyees mainly
switching to a system of a set numnber of days per year.

Work hours are organised in various ways among Group's French
companies. In general, the shorter worik week led tothe grant ofup to an
additional 13 days' leave per year per employee, all categories combined.
Medicat sales representatives were aione In benefiting from an additional
22 days' leave in accordance with customary pharmaceutical industry
practice for this type of function. A study is set to be launched in early
2006 1o harmonise all systems applied in France.
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17.1.3.2.3 Absenteeism

The foliowing table shows the absenteeism rates by function during the 2003, 2004 and 2005 financial years.

““2003 financial year

‘ A;drﬁinistrza‘tio‘r\‘w‘\fand‘(othé”rv,"> :

: Rﬁeﬂséa';i'ch and Dévetoprnent: -

» 17.1.3.3 Group’s compensation
and benefits policy

17.1.3.3.1 Compensation and benefits

Group's compensation and benefits policy is based on a Giobkal Total
Reward approach, which endeavours to value all functions, as weil as
measure the performance of their employees.

It is based on four main principles: an assessmeant of the positions
using a model applicable to all Group’s positions; competitiveness at
regional, nationai and internationai level, equalinternal cpportunities; and
performance-based compensation.

These principles are applied in countries where the Group operates, and
the way they are implemented is adapted to the local socio-economic
and legal environment,

From 2008 onwards, annual pay increases, previously carried out in
January, will be implemented in March using a common framework

Exempt

and identical scheduls for the entire Group. This new organisation wil
maxe it possible 10 (i) consider the impact of the entire previous year
when assessing the economic performance of the Group. divisions or
departments/units; (i) analyse the extent to which individual objectives
were achieved over a fuil year; (i) perform the annual review of individuai
parformance under a more iogical schedule; (iv) obtain more precise
information about trends in the salaries market; and (v} carry out pay
revigws without the added pressure associated with the end-of-year
closing of business.

Employees performing a management role are gligible to a bonus system.
The proportion of variable compensation has been increased with efiorts
by the Group to foster a performance-tased cuiture, and this policy will
be continued over the next years.

Trends in cornpensation and bensfits paid by Group companies depend
on local circumstances,

The following table shows the average increase by category in
compensation and benefits paid to full-time Group employees in France
over the past two financial years.

i 3.23% 351%

Non-exempt .. . : -

2.90% 3.35%

The trend in the Group’s total payroll costs as a percentage of sales over the past thres financial years is shown in the following table:

Gross salaries and wages: ~ . /7700

31/12/2004
157,937 142.483

. Consolidated sales

Employer social'security contributions .+~ ‘ \

I 61,056 56,058"

807.114

As a% of consolidated sales

27.13% 26.4%

Employer social security contribbutions include training costs, which have increased at a faster rate than salaries and wages as a result of the recent

emphasis on managerial training.
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17.1.3.3.2 Employee savings plan

Only French companies benefit from a profit-sharing agreement, which
generated returns of 14.27% in 2005, 13.72% in 2004 and 13.12% in
2003.

The amounts recorded in accounts are as follows:

' fin z{zqusancié of e
Employee’s

profit-sharing *" 8:267.

A description of this employee profit-sharing agreement is provided in
section 17.2.1 of this registration document,

The Group also set up a corporate savings plan for employees of French
companies, which is described in section 17.2.1 of the this registration
document.

Lastly, when the Company’s shares were admitted for trading on Eurclist
by Euronext™, the Group offered empioyees of French companies the
opportunity of becoming shareholders through a dedicated mutual fund.
Ermnployees subscrining to the offer received special terms {discount of
20% plus some matching contributions by the Group).

» 17.1.3.4 Collective bargaining within the Group

17.1.3.4.1 Employee representation

Employees are represented at each Group cormpany in accordance with
the appliceble iocal legisiation, L.e. by the Joim Consuliation Group inthe
United Kingdom, by the Rappresentanza Sindicaie Unitariain italy, and by
employee representatives, works council and centrai works committes
and union representativas in France. The Group also has its own Group
warks council in France.

Employees

Human resources

The frequency of meetings between management and employee

rapresentatives also depends on the applicabie tocai legisiation, i.e.
bimonthly in the United Kingdom, monthly in France and annually or
biannually for the Group works councll.

The Group ensures that therights and freedoms of employee representatives
are strictly observed and that they enjoy the same prometion and training
opportunities as other employees. For instance, to safeguard egual salary
and promotion opportunities, emoloyee representatives in France will be
given a special interview with their line manager and a representative of
the Human resources department from 2008 onwards.

17.1.3.4.2 Collective bargaining agreements

Whnere there are relevant iocal regulations, the Group appiies coliective
bargaining agreements or industry agreements for the pharmaceutical
sector. In addition, companies negotiate specific agreements accerding to
their individual characteristics and requests of employee representatives
and union crganisations.

Certain agreements, which give rise 10 employee benefits, have been
negetiated on a centralised basis, particularly supplementary pension
pians and a “time bank”, in France. In connection with the recognition
of Group-wide agreements embcdied by the recent legislative reform of
labour-management dialogue in France, negotiations on issues such as
amployee profit sharing, health insurance, disabiiity, death and retirement
are now conducted on a centralised basis.

» 17.1.3.5 Professional training within the Group

The Group consistently aims to provide its employees with high-quality
training tailored to the specific features of each business. Training can
be broken down into two types: at central level, training programmes are
organised to promote the development of managerial expertise and the
cohesion of the Group, and at local feve! technical training is provided
linked to business expertise.

in 2005, the Group devoted €7.9 milion 1o continuous professional training, representing 3.6% of its total payroll costs. Spending exciuding salaries and

wages, travel and accommodation expenses Droke down as foliows:

Team and pegsonnel management

Emplqyée efﬁdéﬁéy and development . .

Business and techinical expertise’,

" Languagéttraining . .

Health, safety and envirofiment ©

QQality proceﬁﬁres g

Office and messaging applications S
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Over the past three years, the total number of training hours provided to Group employees was as follows:

107.958 131635

A new Group-wide framework {IDEA: Ipsen Development and Education
Academy) was implemented during the final quarter of 2005 to faciitate
the deveiopment of Training, Development and Education -TD&E-
initiatives.

IDEA is oriented toward six principal goals:

* core competencies, to facilitate the development and advancement
of a corporate culture;

¢ infegration of new employees, using acommon standard implemented at
local level, by plant and by geograpnical region. [t will be complemented
by e-integration via the intranet and a specific programme for
managers;

young professionals development programme, which aims to attract,
secure the loyalty and accelerate the development of nigh-potential
graduates who will be involved in key roles within the Group's various
divisions;

the Managers coflege, which aims to raise the periormance of
supervisors and managers to a high level guaranteeing the consistency
of management practices within the Group;

the Leaders coliege, which aims to hone the isadership skills of senior
executives in long-term strategic areas;

the Group’s image, to bolster the Group’s credentials as an employer of
choice in the current market through its image and clear communication
of the Group's human rescurces practices and management
initiatives.

To optimise continuous investment in the TDAE initiatives, a network
of training staff specifically trained to deliver Ipsen programmes will be
rofled out during 2006,

» 17.1.3.6 Health and safety within the Group

The Group's poiicy in this area is focused mainly on compiiance with focal
heaith and safety legistation. Efforts within the companies are concentrated
on training in the prevention of accidents and risks at workstations as well
as on communicating with and empowering individuals. In France, the
health, safety and working conditions committees (CHSCT) meet regularly
and are particularly vigilant in their menitoring of recommendations made
in risk prevention pians.

Supervisors, as well as the entire workiorce, have a duty to respect their
peers, thelr eguipment and the environment, Through their actions and
behaviour, all the Group’s employees must piay their part inthe success
of this strategy. For instance, to reduce the risk of accidents, all the
managers of manufacturing facilities and of research and deveiopment
activities decided to pool their experience and initiatives by setting up
a heaith, safety and environment work group at the beginning of 2000
(named EHS), which is composed of specialists representing all the
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Group's production piants. An EHS website is now onlfine on the Group's
intranet.

Numerous health and safety prevention measures were implemented
during 2004. They are based primarily on the development of procedures
to enhance the safety of transportation (e.g., the organisation of driving
courses in France), medical check-ups, medical contrels in Asia,
vaccinations in France, the United Kingdom and the transcontinentai
region, the anti-smoking camgaign in France and the provision of speciai
areas for smokers in the United Kingdom.

In conjunction with University of Lyon ergonomics taboratory, one of the
Group's manufacturing facilities in France has introduced ergonomic
improvements to operators’ workstations to improve satety and working
environment. Atthe same site, a project team has helped to optimise use
of water and energy resources nesded to manufacture drugs.

During May 2005, the Wrexham team {Ipsen Biopharm Limited) was
awarded one of the most prestigious Health and Safety prizes by the
Royal Society for Prevention ¢f Accidents at an event in Birmingham. This
prize was part 6t RoSPA’s 2005 Health and Safety awards, the first such
event held in the United Kingdom. In particular, the awards recognised
achievernents in reducing the numier of occupational accidents and
iiness.

In addttion, centain subsidiaries are currently working onthe implementation
of asafety audit system and on the availabiity around-the-clock of 2 EHS
SQOS hotline for employees in China,

» 17.1.3.7 The Group’s social initiatives

The Group’s policy on social initiatives is based on four rain priorities:
initiatives benefiting s employees’ children, infliatives for retired employees,
initiatives for active employees and, lastly, all other inttiatives, such as
refationships with not-for-profit crganisations. sponsorship. etc.

Aside from the normal benefits linked to family events, the calendar and
various subsidised leisure activities, the Group aims to provide genuine
support to its employees.

The scope of the Greup's actions also extends beyond its business.
For several years, the Group has donated drugs to TULIPE, the French
pharmaceuticalindustry’s chariteple association set up originally in 1982,
More recently, lpsen swung into action to nelp tsunamivictims by sending
close to 100,000 Smecta and Intetrix freatments via a French industry
player to TULIPE and the Red Cross to help retief efforts in SriLanka and
Indonesia. A team of 25 Thai employees travetied to Phang-Nge in the
south of the country to distribute clothing and school supplies to children
at four schools and to provide moral support,



» 17.1.3.8 Use of outsourcing by the Group

During the 2005 financial year, the Group spent €22.7 miliion on
outsourcing, compared with €21.8 million in 2004 and €38.7 million in
2003. These outsourcing costs relate primarily to Dynport, a company
that was sold in 2004 and that outsources a large part of its research

17.2 Employee incentive schemes

For over ten yvears, as required by Frenchlaw, the Group has developed an
active employee share ownership poiicy inits French subsidiaries. based
on a profit-sharing agreement and an empioyee share ownership plan.

Under the profit-sharing agreement dated 17 March 2008, which covers
the Group's French subsidiaries, amounts set aside for the special profit-
sharing reserve are caicuiated using an atternative method rather than
the benchmark method provided by French law. For the year ended
31 December 2005, the amount set aside to the profit-sharing reserve
was €10.213,039 representing a rate of 14.27%.

Employees
Employee incentive schemses

services, and to the Wrexham manufacturing plant for having the requisite
tests carried out for the validation of Dysport®.

The Group also uses the services of external companies for security,
building and green space maintenance, company catering, administration,
maintenance, and the processing of certain drugs.

Employees of the Company’s French subsidiaries also benefit from an
empioyves share ownership plan, which is a voluntary scheme. The French
subsidiaries encourage empioyees to participate in the plen by paying at
management fees charged by the varicus investment funds involved.

During 2005, the Group aiso set up the lpsen Action corporate mutual
fund to hotd the shares subscribed by employees of the Group's French
subsiciaries as part of the share offerng reserved for employees carried
outin connection with the adrmission of the Company’s shares for trading
on Eurolist by Euronext™,

17.2.2 Stock options

Certain Group empioyees hoid lpsen options {(described in section 21.1.4.1 of this registration document). The number of Ipsen options allotted to the
ten Group empioyees (excluding members of the Board of Directors) to whom have been aflotted the highest number of Ipsen options is shown in the
foliowing teble.

Exercise period

-

21,000 iy

" 31,000
13,000
““io,000
10,000
m,obdﬁ
0000
10,000
7,10(5""
7000

from 06/12/2005

22.20 to 06/12/2015

R R - NS SR N AN
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Employees
Employee incentive schemes

Seven Group employees hold lpsen Bonus Shares {(described in section 21.1.4.2 of this registration document), The numbber of Ipsen Bonus Shares
allotted to the six Group empioyees (excluding members of the Board of Directors) allotted the highest number of Ilpsen Bonus Shares is shown in the
foliowing table.

al allotment of the lpsefn
' Bonus Shares

06/12/2007

3. 1500
8 x 1500000
5 1,500
& 1500 °

Subject tothe legal restrictons applicable in each of the relevant countries, to ermployees of foreign subsidiaries of the Company having more than
the Company intends to Implement an international employee profit 50 employees.
sharing plan in order {o aliot share sunscription or share purchase options

17.2.5 Mayroy stock options

Certain Group empioyees hold Mayroy options. The number of Mayroy Board of Directors) aliotted the highest number of stock options is shown
Options aflotted to the ten Group employees {excluding members of the in the foliowing table:

/0p

T R e 19800, 0 g7 trom 10/11/2004 tc 13/02/2014 "
2 o 138ER0. 0 12360 from 10/11/2004 to 13/02/2014
3. Tl TR 8003 L 1475 . from 10/11/2004 to 13/02/2014
4 R 62,500 0 27.20 from 18/12/2007 to 13/02/2014
5 B She i eas00 To 2720 " from 18/12/2007 to 13/02/2014
6 : 57,400 0 1876 . from 31/05/2005 to 13/02/2014
7 41350 o 1433 ‘from 31/05/2005 to 13/02/2014
8 L 2sas0 0 1586 | from 31/05/2005 to 13/02/2014
9 _ T S 121 0 . 1554 from 31/05/2005 to 13/02/2014
10 . 21100 o 1658 from 31/05/2005 to 13/02/2014

1) Average weighted price per share in euros.

(2) The Mayroy options were granted undier several stock option plans with different exercise periods. The exercise period
indicated corresponds to the opening date of the first exercise period and the closing date of the last exercise period.
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Empioyes incentive schemes

If the Mayroy Options become exercisable, the liguidity mechanism options for existing shares in the Company currently held by Mayroy.
available to holders of Mayroy Oplions under the Mayroy Understanding. The table below shows the maximurn number of shares in the Company
as described in section 18.3.2 of this registration document, requires that may be aiiotted to the ten employees listed above under the liquidity
Mayroy to exchange the Mayroy shares obtained upon exercise of the mechanism:

of shares in the Campany that may be hetd
] t to the tiguidity mechanism

19530050 5 s W 235,782 .

3850 o 167,440

© 138,400 167,259

sgsan et , 75,532

ba800 s T 75,532

o : R e BTAGE T 69,369
By 25050 . e , 3039

20,200 e i 2560

21,000-% Ay ' 25,499
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18.1 ldentification of the shareholders

18.1.1 Ownership of share capital and voting rights

On the date of the Board of Directors’ meeting and to the best of the Company’s knowledge, ownership of the Company's share capital and voting
rights was as follows:

68,036,482 -, 126,641,482

Mayroy.. . 8019’7%“'

Directors: . _, s “002% 14,345 0.01%
Eimployees i . ' 23408 0.29% 243,628 0.17%
Free float" ++15,730,228 18.72% - 15:730,228 11.0?.%

84,024,683

d

Mayroy is a société anonyme organised and existing under the laws of
Luxembourg. On the date of registration of this registration document,
its share capital was owned as follows:

(1 69.18% by Beech Tree S.a.r.l., including 15.34% drrectly and 53.84%
indirectly by its wholly-owned subsidiary Camilia Hoiding {15.34%);, its
91%-owned subsidiary FinHestia S.a.r.t, {16.63%) and its subsidiary Bee
Master Hoiding, inwhich it holds ali the A shares, which themseives give
rights to all the Mayroy shares {21.87%!. Beech Tree S.a.r.l., Camilia
Hoiding, FinHestia and Bee Master Hoiding are collectively referred to
as the “The Beech Tree Group”.

Beech Tree SARL is 29.19% owned by Anne Beaufour, 28.18% by her
brother Henri Beaufour, and 41.62% by Altawin, a Luxembourg socisté
anonyme whose ultimate shareholder is a first trusi, the trustee of which
is @ company belonging to the Barclays Group and the beneficiaries of
which are descendants of the late Doctor and Mrs. Albert Beaufour,

None of the three sharehoiders control Beech Tree SARL., which in the
absence of any sharehoiders’ agreement. is governed only by its Articles
of incorporation,

Sharenolders’ resolutions are passed by a simple majority of the share
capital for ordinary business and three-quarters majority for aiterations
10 the Articles of Incorporation and any resalutions affecting Mayroy's
share capital or Beech Tree SARL's holding in Mayroy. Resoiutions taken
2y the Management Committee, which has seven members including
two nominated by Anne Beaufour, two by Henri Beaufour and three by
Altawin, are passed by simple majority for ordinary business and three-
quarters majority for all resolutions affecting Mayroy's share capital or
Beech Tree SARL's holding in Mayroy. Altawin also has an exitright via the
exchange of its shares for Mayroy shares in the event of maicr continuing
disagreement over Beech Tree SARL’s rmanagement or strategy.

(ily 4.77% by Finvestan, a company controlied by the Schwabe family,
which aiso holds 8% of FinHestia;

e
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(1 0.03% by the Beaufour family made up of the three chidren of Mr.
and Mrs. Albert Beaufour (Anne Beaufour, Henri Beaufour and Véronique
Frangols born Beaufour).

{iv) 4.96% by Bee Master Hoiding Il, whose ultimate shareholder is a
second trust whose trustee is the same as the first trust and whose
peneticiaries are descendants of the late Doctor Albert Beaufour's
famnily.

(v} 5.69% by various financial investors (the “investors”), being PAILBO
Fund (2.85%}, CDC Entreprises Equity Capital {1.42%) and the BNP
Paribas Group (1.42%).

(vi} 15.34% by Opéra Finance. which is controfied by Véronique Frangois
born Beaufour sister of Anne and Henrl Beaufour,

{vil} 0.03%: by Group empioyees.

Under the terms of Mayroy’s Articles of Incorporation, Beech Tree SARL,
Bee Master Holding, Bee Master Holding 1l and Opéra Finance, who are
ait ciass A shareholders, and the Investors who are class C shareholders,
nave pre-emptive rights should a sharehclder propose to seli shares other
than to a shareholder of the same ciass, or in the event of an internal
reclassification of shares, or to obtain class D shares via the exercise of
stock options or to exchange D shares for shares.

The ciass B shareholders, that is Finvestan {Schwabe tamily}, also have
the right to one seat on the Board for as long as it holds at least 4% of
the share capital.

The Investors, who are C sharehoiders, are protected by the following
provisions:

* Their agreement is required before any A shareholder may sell more
than 50% of Mayroy's share capital or voting rights and they have a
tag-along right which is proportional in the case of a sale which wouid
leave the A sharehoiders with more than 50% of Mayroy's share capital
and voting rights and total inthe case of a sale which wouid leave them
with less than 50%:




* The Investors have two seats on Mayroy’s Board as long as they hold
more than 10% of the share capital and one seat as iong as they hold
between 5% and 10% of the share capital;

* The consent of the holders of the majority of C shares is required for any
proposed change to the company's Articles of Incorporation or share
capital, for its dissolution, and for the appointment of its auditors, and
the consent of at least one Director appeinted by the C sharehoidersis

Main shareholders
Voting rights of sharehoclders

required for resolutions conceming budgets, separate and consclidated
financial statements, distribution of profits and the Board's internal
charter.

These three provisions will lapse upon expiry of the lock-up undertaking as
the Investors will no longer e Mayroy sharehoiders after the transactions
described in section 18.3.1.2.1 of this registration document.

18.1.2 Changes in the ownership of the share capital and voting
rights over the past three financial years

At the end of the past three financial years, ownarship of the Company’s voting righis and share capital was as foliows:

Ownership of the share capital:

o 311272003

Mayroy 80.97% 100.0% 100.0%.
Directors 00% . 0.0% 0.0%
 Employees * Caaow | T oom 0.0%
Free float 18.72% |~ | 0.0% 0.0%

Ownership of voting rights:

12/2 31/12/2006° " 31/12/2003

Mayroy .o .o i 88.79% 100.0% 100.0%

Directors - e 001% | 0.0% 0.0%
Employees i 017% | 0.0% 0.0% -
Free float 11.03% 0.0% 0.0%

18.2 Voting rights of shareholders

At ordinary and extracrdinary general meetings of the Company,
shargholders are entitled to as many voles as they hold shares or proxies,
without imitation.

However, double voting rights are granted to &l fully paid registered shares
which have been registered in the name of the same shareholder for at
least two years. The double voting rights ceaseipso jure if the shares are

converted 10 bearer shares or transferred to another registered hoider,
save in the case of transfers arising upon inheritance, division of estate
petween divorcing spouses or gitts inter vivos 1o a spouse or other person
of an eligibie degree of relationship.

Mayroy holds 88.79% voting rights owing to the 58,605,000 shares with
double voting rights that it hoids.
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18.3 Shareholders’ agreements

18.3.1 Shareholders’ agreements

» 18.3.1.1 Agreements between
shareholders of the Company

None.

> 18.3.1.2 Agreementis between
sharehoiders of Mayroy

On 22 Apri 2005, the Beech Tree Group and the nvastors entered into
a memorandum of understanding (the "Mayroy Understanding™ and a
shareholders’ agreement (the "Mayroy Agreement”} for the purpose of
organising (i) the Company's initial public offering on areguiated market,
(i) the Group's method of operation and (i} a liquidity mechanism for the
investors following the Company’s initial public offering on a regulated
market {the “IPO”}.

On 17 December 2003, the Beech Tree Group on the one hand and
certain members of the Schwabe family (the "Schwabe Family Members”)
on the other, entered into an agreement to act in concert (the “Second
Agreement”) the purpose of which is 1o preserve a stable controlling
ownership structure over Mayroy,

18.3.1.2.1 The Mayroy Understanding
The key provisions of the Mayroy Understanding were as folows:

{ij at the time of the PO and once the nvestors have exercised alf their
Mayroy warrants, the investors would self 5,172,828 Mayroy shares to
the Beech Tree Group, after which the Beech Tree Group would own
more than twa thirds of Mayroy’s share capital and the investors would
coiectively hold 5.68% of Mayroy's share capital;

(i} after the IPO. Mayroy would distribute a cash dividend {or share
premiumy) payment;

(i§) following the exercise or non-exercise of pre-ermption rights, onexoiry
of the lock-up undertaking made by Mayroy at the time of the IPO, Mayroy
and is sharehoiders would complete the following transactions:

a. Mayroy would buy back 7.5% of its own shares by exchanging existing
Mayroy shares for existing shares in the Company and might ultimately
cancel the repurchased Mayroy shares;

1. the Investors would sell their remaining interest in Mayroy to the
Beech Tree Group by exchanging thelr Mayroy shares for shares in
the Company. The exchange parity between Mayroy shares and the

Comparny's shares was determined transparently by reference to the
Company's share price atthe time of the IPO and was setat 1.108413
atthe meeting of Mayroy's Board on 12 December 2005 and approved
at the Annual General Meeting on 2 March 2006.

With the result that after these transactions, the Beech Tree Group wouid
nold more than 70% of Mayroy's share capital and voting rights and the
Investors would be direct shareholders of the Company.

(ivi On expiry of the lock-up undertaking made by Mayroy at the time
of the IPO, a liquidity mechanism would be made available to Group
employees owning Mayroy stock options (a detaied description of the
fiquidity mechanism and its impact an the Company’s ownership structure
is shown in section 18.3.2 of this registration document).

The various mechanisms giving the Investors and Mayroy option hoiders
the right 10 own shares in the Company have no impact on the structure
of the Company's share capital other than a reduction in Mayroy's
percentage holding.

18.3.1.2.2 The Mayroy Agreement

Save for the provisions of article 3 concerning the Group’s management
orinciples, which lapsed when the IPO took place, the Mayroy Agreement
will lapse automatically at the end of {{} the lock-up undertaking made
by Mayroy at the time of the IPO and {ii) the transactions involving
Mayroy's share capital described in section 18.3.1.2.1 of this registration
document.

18.3.1.2.3 The Second Agreement

The Second Agreement, entered into on 17 December 2003 for a term
expiring on 31 December 2008, requires Bee Master Holding, FinHestia
and the Schwabe Family Members 1o make lock-up undertakings in
respect of their Mayroy shares, and prevents Beech Tree S.ar.l and
Camilia Holding from seling their Mayroy shares without first giving Bee
Master Hoiding, FinHestia and the Schwabe Family Members the option
to sell or otherwise transfer their own Mayroy shares at the same time
and on the same terms and conditions. The Agreement aiso provides
for majority representation of the parties on Mayroy's Board of Directors,
including one person nominated by the Schwabe Family Members. The
Second Agreement constitutes an agreement to act in concert between
the shareholders and Mayroy, both signatories to the agreement.

18.3.2 Liquidity mechanism available to holders of Mayroy Options

As stipulated by the Mayroy Understanding. in connection with the IPO of
the Campany’s shares on areguiated market, Mayray provided a liquidity
machanism for those empioyees and executive officers who hold Mayroy
Opticns, after expiry of the iock-up undertaking to be made by Mayroy
a3 part of the nitial public offering.
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Holders of Mayroy Options will be granted a put option on the Mayroy
shares they acquire following the exercise of their Mayroy Oplions.
Mayroy alsc has the right to purchase the shares at its own initiative as
of the end of the third month after the exercise of the Mayroy Options.
The administrative costs of the iiquidity mechanism will be borne by the
Company.




Regardiess of the liquidity mechanism used (exercise of put option by
Mayroy Option hoiders or purchase by Mayroy}, the total number of
Mayroy shares likely 10 be issued and sold to the Company (2,071,275
shares) will be exchanged for the ailotment of 2,503,176 shares in the
Company, representing aratio ofaround 1.21 Company share per Mayroy
share and a fixed amount of €1.28 per Mayroy share.

18.3.3 Lock-up undertakings

» 18.3.3.1 Lock-up undertaking of Mayroy

Mayroy has undertaken 1o a group of financial institutions lead-managed
by Goldman Sachs internationat and BNP Paribas nottoissue, offer, sell,
pledge or otherwise dispose of, directly or indirectly, shares or securities
giving right 1o the share capital of the Company for a period ending on
8 June 2008, without the prior consent of Goldrnan Sachs International
and BNP Paribas.

» 18.3.3.2 Lock-up undertaking of the Company

The Company has undertaken to a group of financial institutions lead-
managed by Goldman Sachs International and BNP Paribas not toissue,

lindertakings/Agreements likely to cause a chiange of control of the Company

Main shareholders

The maximum number of existing shares in the Company that may
oe allotted by Mayroy to holders of Mayroy Options was accordingly
2,503,176 representing 2.98% of the Company's share capital at
31 December 2005.

offer, sell, pledge or otherwise dispose of, directly or indirectly, shares ¢r
securities giving right to the capital of the Company for a period ending on
8 June 2006, without the prior consent of Goidman Sachs International
and BNP Paribas. This undertaking has been granted subject to the
following exceptions:

@ the grant of the Ipsen Ogtions (as defined in section 21.1.4.1 of this
registration document) or the Ipsen Bonus Shares {see section 21.1.4.2
of this registration document);

s the purchase and sale of shares in the Company within its share buy-
back programme {as described in section 21.1.3 of this registration
document).

Certain directors of the Company {Anne Beaufour, Henri Beaufour, Alain Béguin, Hervé Couffin, Antoine Flochel, René Merkt, and Kiaus-Peter Schwabe)

and Mayroy are presumed 1o act in concert,

18.4 Undertakings/Agreements likely to cause
a change of control of the Company

None.
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Related party transactions

With the exception of the contract concerning the liquidity of the Mayroy Options descrined in section 15.4 of this registration document and the
agreerments entered into with the Schwabe group described in section 22.2 of this registration document, there are ne other agreements between
the Group and reiated parties.
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Financial infermation concerning the Company’s assets and liabilities,
financial position and profits & losses

2005 consolidated financial statements

20.1 2005 consolidated financial statements

20 1.1 Consolidated income statement

© 788,709

723,990

Othe};rev\'renue ‘

LT

( ST 75068 | 56,961
Total revenue 4.2.1 863,755 778,951
 Cost of goods sold - ' ; Fo (176833) (176,310
Researgh\& dev'er(gp‘r‘nent exgeﬁses 7 - . ;" 167,571 | {140,793]
. Selling, éenerat ahdédminiétréiive expenses (359.373) (320,420)
_ Other operatmg mcome and expenses ’ 1185 5,683
Restructurmg costs i gt Sl ” 7 538 {10:436) |
. Impairment losses( ‘ e T k S 102 - {16,757)
Operating income 4.1 161,693 125,918
- Investment revenue 1.312 788 .
- Cost of financifg, gross: : {7,701} 110,588}
Cost of financing, net {6,389) {9,800)
. Other financial i income:and expenses N VA (475
|ncome taxes W i ; : ‘ , : 1 sl E {32,643} {40,242
122,370 75,401

Net profit from continuing operations

Discontinued operati_dhs

- attributable to quity holders:of the parent. ..,

4,616

119,230

12,748

83,001

- attributable to minority interesté e 203 ' 7556 5,148
Basic.earnings-per share, continuing operations fin eurgs]" 204600 1M 120

Dituted earnings per share, cohtinuing operations (in eur&.s,f . L 205 1.7 120

Basic earnings per sha?e,'disco’ntinu'ec‘j.yoperations fin-evros) . oo 2042 0.06 0.22 ¢

" Diluted earnings per share, discontinued operations finéurss) 205 0.06 022
Basic-earnings pék ;share'l'jﬁ euros) LT : L 2043 : 1.77 1.42

Dituted earnings per share fn euros)” T . X ) w 205 " 1.97 142

The notes hereto form an integral part of the consclidated financial statements.

(1} In accordance with IFRS 5, the 2004 income statement has been restated (0 provide comparable data for the periods presented (see nole 9).
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Financial information concerning the Company's assets and liabilities,
financial position and profits & losses

2005 consolidated tinancial statements

20.1.2 Consolidated balance sheet

ASSETS

. Goodwill 188,834 135,321
%wintangsble assets nets ) 39,.8002 : 25.@’:14 i
f Property plantiand equ1pment at'cost y ~ 440,703 36564? I
?Deprecxahon and lmpasrment lossesi- . e L - {252,934) (212:863) :
':Property. plahtisnd equ!pment net ¢ : 187:769.. | 152,786
o Equny mvestmems : © 2,658 2,972 .
Other non urrent fmancvalassets ‘ 2,671 4,448
- Non-current financialassets & y o 5327, 7420,
“ Deferred tax sssets., " S8R 13,096 7.1
Total non-current assets 434,828 328,712
Inventories © gy “74.390 65,087
Trade receivables’ 8.1 164,681 160,234
Current tax assets ]83% ' 10,951 1,710
Other’kurrent assets 18.2.2¢ 142,986 44,671
- Cash and cash.equivalents “ 192 202,034 19,299
Total current assets 495,022

T EQUITY & LIABILITIES

Assets of Bisﬂcontinued é\p(e’i"étyions

12,659

291,001

Share capttal . 2001, ; 84,025 446,863
Sharg premlums and consohdated ree.erves 420,591 | [349,6'65] .
_:Net prohtfortheyear 119,230 83,0071 -
'Cumulauve translat;on reserve: o : 14,080} IS,TA,ZliT
. Equity,attributable to equity holders of the parent 20:2° 519,766 175,057,
+* Minority interests:: 1.334: ‘22,672
Total equity 621,100 197,729
Retirement benefit cb(igation 534.2 8,032 7,546
: Lpng—term‘prdvisions s 21 8,266 .7922
. Bank'loans o : 22 37,751 171,013
: Other ﬁnancial liabitities 22 15,508 23,093:
- Deferred tax liabilities 8.2 1,358 555
Total non-current liabilities 70,915 211,929
:EShort term prowsmns 21 3,309 4130
"'Bank toans 2 7,074 448
?:Fmancua ltabllmes 22 1,760 3.216
" Trade payables , 18.1 107.045 99944
Current tax liabiljties TR 2,223 8,079 .
Other current liabilities 1823 113,525 92,481
Bank overdrafts 19.1 1,470 1557
Total current liabilities 236,406 210,055

The notes hereto form an integral p

: “Lisbilities of discontinued operations :

L of the consol

dated financia

Sstatements.

14,088
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Financial information concerning the Company’s assets and liabilities,
financial position and profits & losses

2005 Hdnted 6 il ctat s

fin thoxssenet of elrs)

“Net profit for. the period g . Qo 12686
"Net7p’,rofj:,Lfrcm',ci__i;continued eperations, /T T i LN VA TS

Net profit from co‘hti}{mng operatiof{é‘ 122,370

] ishiand non-operating itéms: o

ol Deprecuatxon amorhsat ion: ‘and |mpairmentlgss"esi ’ ‘. 28869 24,245

- Change in fair vatue'of der i T 278 ;|

- Impairment of Goodwntl : i S = 10,757 |

- Net gains.or; losses on dnsposal of non-current assets i 215 [12.558] !

- Shafe of gov 81) ' (24)

.. - Exchange différéncess . 0 e T T T P Ay : - 11553} | 407 -

- Change in deferréd taxes ek R Ao R PSR VY1 /| {358} ¢

-Share-basedvpaymer‘\t”éiipense o : i v S 3.355 2247
Sgsh.flows frOfn,épérali‘.ﬁ aww‘ms before changeés inworking capital ’ ; G 148,934 712885

-[lncreasel/decrease ininventories b a0 : ; o 18,100} {4,55¢]

- [Increasel/decreaselinitrade receivables - {3;943): ! 125,060]

- [Decreaselfincrease in trade payables L L 8,049 9,969

- Net change:in‘inicome tax tability - o . s (16357} 13,279)

- Net changé il Sther bperating assets and liabilities L G R 20970 13724 .
Change in WorkinG' capital refated 1o gpersting actiities o L 1 AL “ 819 {26,6501
NET CASH PROVIDED BY OPERATING ACTIVITIES 149,553 86,235
Acquisition of property; plant'& equipmént L 0 ) TAA E (35,716} : {48.336]
Atguisition of intangible assets i d T S0 K I 8,911} -
Payments to post-employment bénefit plans. N By : f {1,400} . -
Proceeds from:idisposal of (ntanglbte assets and, property, plant & equ|pm’*nt ) 1,096 1,104

| Acquisition ofinvestments i m non-tonsolidated companies s T ; G o) {1,250}

”Jmpagt of changes in the scope of consolidation . R ) e 1241 ) (51,4085} 11,535
Other cadh-flows related 1o investing attivities , 17 (Al {475} 93

. Changein'working eapital related to.investing activities TEE . 18.1.1B} [6,778] 8.888
NET CASH USED BY INVESTING ACTIVlTIES {101,589] 27,966)

-Additional:long:term borromngs ' el 22.1{A). ! 13,052 82,352

" Repayment of long-tern borrowings c G e 22.118) {200,949] {47,051]
Net change in‘short-termyborrowings S 22.01c) . {3.095} {322] :
Ipsen SiAicapitalincrease [ ' ' 133,616 -
increasedn shareipremiums or transfer.premium e 212,652 -

-Capitalreductions' made by subsidiaries * R 5 - 442
Dividends pald bydpsen S.A. - : I TR tR0.7 {29,303} {91,900}

- Dividends paid by subsidiaries to minorityinterests . 4 o EESOR {300} (2,087]
Change.if working capital related to financing activities ‘ e 18.1-(C} {3,440 {12,748]
NET CASH PROVIDED {USED] BY FINANCING ACT!VITIES 122,233 {71,314)

‘ - L 12,001 -

. -Opening cash'and cash equivatents’ e C o PR [ f 17,742 32834
impactiot excnange rate fluctuations: . o T ‘ 624 {2,047}

,-Closihg'cash and'cash-equivalents .. : ) C T i 192 : 200,564 17,742

The notes hereto form an integral part of the consolidated financial statements.

(1} As the balance sheet at 31 December 2004 has not been restated for the disposal of the Group’s Spanish
operation {in accordance with IFRS 3), the cash flow statement has not been restated either,
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20.1.4 Statement of changes in equity

" fi thousands of euros

Balance at

i

Share |

446,863

(260,087} -

1o

1o equity

holders of -

the parent

- 183,743

Minority
interests

20,642

204,385

1 January 2004

ncomeian
expense

~inequity, .

) recgé\n}‘sé&ndirééﬁy o

e

“"Netprofit for:the: .-

“period”

ol 83,001

5,148

“Allocation of net

* profit fof the'prior

period

136 -

Cetgeny -

c-f (91,900)

{2,087

- Dividends - "
Changein
cumulative: ..
translation reserve

[ {1,973

{1,031}

93.987).

(3,004)

" Share-based
payments

gT LT

- 2,247

2,247

Other changes

‘v»i;':[()]} o ‘ ’;~'  ‘/

- (61)

{61}

Balance at
31 December 2004

446,863

{349,665)

- 175,057

197,729

: Capi}él increase

133,616

212,540

346,156

~Ipicome and*:
expenses .*
. recognised di

§

inequity™

u;fecuy K

- 1346,156

Netprofit for the
period

SUN9.230

Ll 119230

7,556

126,786

Allocation of net
profit for the.prior
" period .

83,213 (83,001)

. Di\{idends

(293030~ -

- {29,3023)

(3001

{29,603}

“ Change'in®
cumulative
" translation reserve

- 3,598

78

3,676

: ‘Share-based
" payments.., s

- 3,355

3,355;

Cmpactiof ¢ i

restructuring

(28,672}

(27,001}

Other changes:

The notes hereto form an integral panrt of ihe consofidated financial statements.

496456
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Financial information concerning the Company’s assets and liabilities,
financial position and profits & losses

2005 consolidated financial statements

Note 1 Significant events and transactions QUANG e YBAr i s $ "
Note 2 Changes in the scope of consolidation.....................conn e oo e R

Note 3 Significant accounting POHCIES ..o e 18
Note 4 Segment reporting ...

Note 5 Personnel costs.... e . -

Note 6 Depreciation, amortisation, provisions and nmpmrment losses .

Note 7 RestructUring COSES ..o
Note 8 TCOMIE BAX .. e et et e ettt e e :
NOte O DISCONMNUEH OPOIAONS o o e 16T
Note 10 Goodwill .. e

Note 11 Acqu:smons durmg the year .. T e
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Note 20 Consoclidated equity..............coooomi
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Financial information concerning the Company’s assets and liabilities,

» 1.1 Initial public offering

On 22 Novemper 2005, the Board of Directors launched an inftial pubfic
offering of [psen shares on Eurclist by Euronext™. The 1PO price was
set at €22.20 per share on 6 December 2005, Trading of Ipsen shares
bbegan on 7 December 2005, and the correspondling settlement took
place on 9 December 2005, Lastly, the greenshoe option was exercised
on 14 December 2005,

The 0 comprised:

* 8 838,515 new shares, including the greenshoe option, resulting in
a capital increase of €196,215,033 (including €187.376,518 in share
premiumy;

* 5,900,000 existing shares.

in addition, lpsen Issued a further 248,678 new shares as part of an
empiloyee share offering, resutting ina capitat increase of €4,434,281.23
(nciuding €4,184,603.28 in share premium}. The employer’s contribution
iscount granted by the Group represented an expense of €2.0 mition
in 2005,

Fees and expenses arising from the IPO totalled €8.8 million, net of tax,
and were deducted in fuli from the share premium.

After the IPO, Ipsen's share capital comprised 84,024,683 shares, which
are 80.97%-owned by Mayroy, 0.30% by the empioyees, and 18.73%
by the public.

» 1.2 Legal restructuring

1.2.1 Description

In June 2005, the Mayroy Group recrganised its legal structure.
The Luxembourg-based parent company Mayroy S.A. {which owned
100% of Ipsen S.AL) transferred all its assets and directly-owned
investments in operating companies to Ipsen S.A.

On 1 Juneg 20085, as part of thisrestructuring, Mayroy S A, transferred an
intangibie asset to ipsen Farmaceutica B.V. regresenting future royaity
income clue under a fcence agreement.

Mayroy S.A. then transferred the following assets on 30 June 2005:

100.0% of the share capital and voting rights of Ipsen Farmaceutica
B.V., Netherlands;

46.59% of the share capital and voting rights of Ipsen Lid, United Kingdom,
in which SCRAS afready held 53.41% of the share capitai and voting
rights;

49.71%oftheshare capita andvotingrights of Biomeasure Inc., United States,
in which SCRAS already held 50.29% of the share capital and voting
rights;

the Ipsen prands, logos and house style.

financial position and profits & losses
2005 consolidated financial stalements

Tnese assets and holdings were transferred 10 Ipsen S.A. using the
procedure described in article L. 225-147 of the Code de commerce.

Simuitaneously with the contribution in kind, Mayroy S.A. subscribed
10 a new share issue for cash made by Ipsen S.A. in the amount of
£66,000,008.10 in order to transfer substantially all of the Group's cash
balance neid by Mayroy S.A. to the Company.

Foliowing this restructuring and prior to the initiel pubiic offering, Ipsen S.A.
held all the lpsen Group's operating assets and equity interests while
Mayroy S.A. held 100% of Ipsen S.A.'s share cepital and voting rights.

1.2.2 Accounting treatment of the restructuring in the
consolidated financial statements

Under IFRS, the restructuring operation described above is a business
combinationinvolving entities under common control, These combinations
are expicitly excluded from the scope of application of IFRS 3. In such
cases, IAS 8 reqguires the use of an accounting policy drawn up by
another recognised standard-setting body that uses a similar conceptua
framework. Under US standard SFAS 141 “Business Combinations”,
transfers of assets between eritities under commen control are recognised
by the receiving entity st thelr carrying amounts in the financial statements
of the transferring entity on the date of transfer.

Accordingly, in Ipsen S.A.'s IFRS consolidated financial statements, the
assets transferred have beenrecognised at their carrying amounts inthe
consolidated financial statements of the transferring entity on the date of
the restructuring operation.

The operation dict not give rise to the recognition of Goodwill as the reserves
acquired were transferred to Group equity on 31 December 2005,

1.2.3 Transfer of assets made on 30 June 2005: impact
on 2005 consolidated financial statements

As the transfer tock place on 30 June 2005, Ipsen S.A.'s consolidated
palance shest at 31 Decembrer 2005 inciudes all the assets and liabiities
transferred.

However, the income statement only includes the business ¢f the
companies transferred for the second halt of the yeer.

In the period from 1 January to 30 June 2005, net profit attributable
to minority interests in the companies transferred {directly or inclirectly}
amounted to €7,187,000. At 31 December 2005, following the
restructuring, the minority interests no longer existed and this sum was
therefore reclassified in consolidated reserves attributable 10 equity
nolders of the parent at 31 December 2005.

To provide a better understanding of the restructured group's performance,
pro forma financial information nas been presented in paragraph 20.2 o<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>