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Annual Report for 2005

Management Statement,

The Executive Management and Board of Directors have today considered and adopted the Annual Report of
LifeCycle Pharma A/S for the financial year 2005.

The Annual Report is prepared in accardance with International Financial Reporting Standards as adopted by
the EU and additional Danish disclosure requirements for annual reports. We consider the accounting policies
applied appropriately. Accordingly, the Annual Report gives a true and fair view of the financial position at 31
December 2005 of the Company as well as of the results of the Company’s operations and cash flows for the
financial year 2005.

We recommend that the Annual Report be adopted at the Annual General Meeting.

Horsholm, 18 April 2006
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]

Ay | /
/m / / /m %’-ﬂ/ %

Jan Malier Mikkalsen Michaei Wolff Jensen

Board of Directors

Fiemming{'QJrnskov Cilaus Brzestrup
Chairmaa ,
3y B
. .' ; ) (;“ {.f L‘ .
j PP T S S B
Thomas Pegfér Dyrber . Jean Deleage
/”’M

#rard Soula

s
&

LifeCycle Pharma A/3 3



Annual Report for 2005

Auditors’ Report

To the Shareholders of LifeCycle Pharma A/S

We have audited the Annual Regort of LifeCycle Pharma A/S for the financial year 2005, prepared in
accordance with International Financial Reporting Standards as adopted by the EU and additional Danish
disclosure requirements for annual reperts.

The Annual Report is the responsibility of Company Management. Our responsibility is to express an opinicn
on the Annual Report based on our audit.

Basis of Opinion

We conducted our audit in accerdance with Danish Auditing Standards. Those standards require that we plan
and perform the audii to obtain reasonable assurance that the Annual Report is free of material misstatements.
An audit includes examining, on 2 test basis, evidence supporting the amounts and disclosures in the Annual
Report. An audit aiso includes assessing the accounting policies applied and significant estimates made by
Management, as weli as evaluating the overall annual report presentation. We believe that our audit provides a
reascnable basis for cur opinion.

Qur audit has not resulted in any qualification.
Opinion

In our opinion, the Annual Report gives a true and fair view of the financial positicn at 31 December 2005 of
the Company and of the results of the Company's operations and cash flows far the financial year 2005 in
accordance with Internafionai Financial Reperting Standards as adopted by the EU and additional Danish
disclosure requirements for annual reports.

Copenhagen, 18 Aprii 2006.

PricewaterhouseCoopers

Statsauteriseret Revisionsinteressentskab M—\
Lars Holtug Lars Niglsen

State Authorised Public Accolntant State Authorised Public Accountant
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Company Information

The Company:;

Board of Directors:

Executive Management:

Auditors;

LifeCycle Pharma A/S

LifeCyele Pharma A/S
Kogle Allg 4
DK-2870 Hersholm

Telephone: +45 7033 3300

Telefax: +45 3613 0319

Website: www.Icpharma.com
E:mail: info@lcpharma.com

Cvr. No. 26527767

Financial year: 1 January - 31 December

Municipality of reg. office: Birkerad

Flemming @rnskov, Chairman
Claus Braestrup

Thomas Peter Dyrberg

Jean Deleage

Gerard Soula

Jan Maller Mikkelsen
Michaet Wolff Jensen

PricewaterhouseCoopers

Statsautoriseret Revisionsinteressentskab
Strandvejen 44

DK-2500 Hellerup



Annual Report for 2005

Management Review

LifeCycie Pharma A/S is a biopharmaceutical company with a late-stage pipeline of product candidates. Al of
our product candidates are new and improved formulations of already marketed products and is based on
MeltDose®, our proprictary, clinically validated reformulation technalogy. Using MeltDose, in less than three
years the Campany have been able to bring five (5} product candidates in the fields of cardiovascular disease
and immuncsuppression into clinical development.

LifeCycle Pharma A/S’s strategy is to maximize the value of our business by creating value in our
products. We have developed a broad product pipeling, giving ourselves numerous opportunities to succeed.
We intend to maintain a strong product pipeline through a combination of in-house clinical efforts and
outlicensing of later stage programmes. To move our product pipetine forward efficiently and effectively, we
have assembled advanced formulation technologies, broad development capabilities and an experienced and
knowledgeable staff within areas as (re-Yformulation, clinical development and proeduct cemmercialization as
well as Intellectual Property. 85% of our employees are working in Research and Development.

The Company has during 2005 successfully initiated pivotal clinical trials for twe of its products - LCP-Feno
(fenofibrate) and LCP-FenoCho! (a low dose of fencfibrate). The Company has also successfully conducted
clinical trails for three {3) other of its products — LCP-Tacro (tacrotimus), LCP-Feno / Stat {fixed combination of
fenofibrate and an undisclosed statin(s)) and LCP-Lerc (lercanidiping in collaboraticn with Recordati SpA).

During 2005, LifeCycle Pharma A/S has identified & number of new products to ensure growth and
sustainabitity of our product pipeline. The Company has strengthened the organization in order to create a
team that has the right level of experience within pre-clinical and clinical development. The Company has
further focused on strengthening and expanding the patent protection of the company’s fermulation technology
and products.

During 2005, the Company's Board of Directers has been strengthened by the addition of three new members,
inctuding Jean Deleage, Dr. Gerard Soula and Chairman of the Board of Directors Dr. Flemming @rnskov, all
of whom have considerable international experience within our industry. Our Board of Directors currently
consists of a total of five (5) members,

During 2005, the Company has increased its number of employees to 40 compared to 24 employees at the
end of 2004. In order to attract and maintain highly skilled managers and employees with experience from the
biotechnology and pharmaceutical industry, the Company offers a competitive warrant program for all
employees.

The gperating loss for LifeCycle Pharma A/S for 2005 was DKK 80.8 million and the net loss was DKK 81.8
million, which is as expecied and is regarded as satisfactory. Expenses rose from DKK 48.1 million in the
accounting year 2004 to DKK 97.1 million in the accounting year 2005. This reprasents an increase of 98 %
which mainly is caused by the conduct of five (5) clinical trials for five (5) of the Company's proprietary
products.

LifeCycle Pharma A/S has changed accounting principles as per January 1, 2005, The financials have been
prepared in accordance with the International Financial Reporting Standards (IFRS). Changes in accounting
pelicies are described in stimmary note 2 and 4.

Trne Company is in a development stage and has therefore generated a deficit since its inception, resulting in
an accumulated deficit of DKK 158 million as per December 31, 2005. As the Company will continue to expand
its activities, further deficits is expected to be generated concurrently with the continuations of the Company's
clinical trials.

In 2005, the Company received capital funding of DKK 188.4 million. On December 31, 2005 cash and cash
equivalents equaled DKK 87.2 millien, which is as expected and is regarded as satisfactory. The Company
continuously focuses an the contral of expenses and ensures that management at zll time is in control of the
consequences of both short-term and long-term decisions. As the Company expects to continue to build up
and develop its product pipeline, to expand the number of pre-clinical candidates, and to conduct clinical trials
in 2008. In order to finance the Company's operations in 2006 and forward, the Company is continuously
evaluating different financing strategies as well as analyzing the cpportunities for strengthening existing
collaborations with our most important partners and evaluating opportunities for new collaboration.

LifeCycle Pharma A/S 8
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Management Review - continued

No significant evenis have occurred since the balance sheet date which could significantly affect the financial
statements as of December 31, 2005,

Key Figures
31 December 31 December 31 December
2003 2004 2005
Outstanding shares at year-end 1,746,370 2,634,269 4428 589
Weighted average number of shares for the year 1,253,581 2,442,013 3,491,313
Asseis/Equity af year-end 1.23 NFA 1.48
Average number of employees for the year 8 21 35

LifeCycle Pharma A/S 7
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Income Statement

Note 2004 2005

DKK ‘000 DKK ‘000
Revenue 1,115 6,287
Research and development costs 56 (36,542} (80,219)
Administrative expenses 586 (12,543) (16,170)
Qperating loss (47,970) {90,802)
Financial income 7 179 945
Financiai expenses 8 (460) {1,779}
Loss before tax {48,251) (91,6386)
Tax for the year 9 0 0
Net loss for the year {(48,251) (91,636)
Basic and diluted EPS (DKK) (18.76) (26.25)
Average number of shares 2,442,013 3,491,313

The Board of Directors proposes the net loss for the year be carried forward to the next year.

LifeCycle Pharma A/S
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Balance Sheet - Assets

Note 31 December 31 December
2004 2005
DKK ‘000 DKK ‘000

Licenses and rights 967 82%
Intangible assets 10 967 829
Process plant and machinery 11 9,507 16,310
Other fixtures and fiitings, tools and equipment 11 357 165
Leasehold improvements 11 8,912 6,636
Prepaymentis for property, plant and 11 1.000 4275
equiprnent )
Property, plant and equipment 17,777 27,416
Non-current assets 18,744 28,245
Receivables from capiial increase 13 g 9,889
Other receivables 2,196 8,609
Prepayments 12 58 2,390
Receivables 2,252 20,888
Cash and cash equivalents 9 87,224
Current assets 2,261 108,112
Assets 21,005 136,357

LifeCycle Pharma A/S
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Balance Sheet - Equity and Liabitities

Note 31 December 31 December
2004 2005
DKK ‘000 DKK ‘000

Share capital 13 2634 4,429
Share premium 57,411 242 822
Reserve for share-based paymants i5 1,100 3,140
Retained earnings/loss (686,325) (157 ,961)
Equity {5,180) 92,430
Finance lease 16 16,155 25,280
Non-current liabilities 16,165 25,280
Finance lease 18 3,002 5,044
Trade payables 3,703 10,714
Bank borrowings 836 0
Debt to shareholders 547 46
Other payables 1,862 2,843
Current liabilities 10,030 18,647
Liabilities 26,185 43,927
Equity and liabilities 21,005 136,357

Note

Financial risks
Warranis

Other commitments
Related parties
Ownership

LifeCycle Pharma A/S
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Cash Flow Statement

Note 2004 2005
DKK *000 DKK 000

Operating loss (47,970} {90,802)
Share-base payment 6,15 938 2,040
Depreciation and amortisation 5 1,984 4,071
Working capital changes 20 1,791 {1,245)
Cash flow from operating activities before (43,249) {85,937)
interest
Interest received 179 945
Interest paid (480) (1,779)
Cash flow from operating activities (43,530} (86,771}
Purchase of property, plant and equipment {15,168) (13,572)
Cash flow from investing activities (15,169} (13,572)
Proceeds from bank borrowings and finance 20,254 14,182
lease
Installment on bank borrowings and finance {211) (3.841)
lease
Proceeds from issuance of shares, net 28,004 177,317
Cash flow from financing activities 48,087 187,558
Increasel/decrease in cash and cash (10,612) 87,215
equivalents
Cash and cash equivaient, 1 January 10,621 9
Cash and cash equivalents at 31 December 9 87,224
Cash and cash equivalents comprise 31
December:

9 87,224

Deposit on demand and cash

LifeCycle Pharma A/S
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Statement of Change in Equity

1 January 2005 - 31 December 2005

Reserve for
Share share-based  Retained
Number of  Share capital premium payments earnings Total
: shares DKK “000 DKK ‘000 DKK ‘000 DKK ‘000 DKK 000

Equity as of

1 January 2005 2,634,269 2,634 57,411 1,100 {(66,325) (5,180)
Issuance of shares 1,794,300 1,795 186,591 0 0 188,386
Share-based payment 0 0 0 2,040 0 2,040
Net loss for the year 0 a 0 0 {91,6386) {91,636)
Cost related to capital

increase 0 0 (1,180) 0 a {1,180)
Equity as of

31 December 2005 4,428 569 4,429 242,822 3,140 {157,961) 92,430

The share capital is not available for distribution, while other reserves are distributable for dividend purposes subject to the
provision of the Danish Public Company Act.

1 January 2004 - 31 December 2004

Reserve for
Share share-based Retained

Number of Share capital premium payments earnings Total

shares DKK ‘000 DKK ‘000 DKK ‘000 DKK ‘000 DKK ‘000
Equity as of
1 January 2004 1,746,370 1,746 30,294 164 (18,074) 14,130
Issuance of shares 887,899 888 27,117 0 0 28,005
Share-based payment 0 0 1] 938 0 336
Net loss for the year 0 0 0 0 {48,251 {48,251)
Equity as of
31 December 2004 2,634,269 2,634 57,411 1,100 (66,325) {5,180)

LifeCycle Pharma A/S 12
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Note 1

Principal activities

LifeCycle Pharma A/S is a bicpharmaceutical company with a iate-stage pipeline of product candidates. All of
the Company's product candidates are new and improved formulations of already marketed products and are
based on MeltDose®, the Company's proprietary reformulation technology. Using the MeltDose® technology,
the Company has been able in less than three years to bring five (8} product candidates in the fields of
cardiovascular disease and immunosuppression into ¢clinical development.

The Company is a public limited liability company incorperated with limited liability under the laws of Denmark.

Thase financial statements have been approved for issue by the Board of Directors and the Executive
Management on 18 April 2008.

Note 2

Summary of significant accounting policies

Basis of presentation

The Annual Report has been prepared in accordance with International Financial Reporting Standards (IFRS)
as adopted by the EU and the additional Danish disclosure requirements for annual reports for accounting
class B, cf. the statutory order on the adoption of IFRS by enterprises subject to the Danish Financial
Statement Act issued in accordance with the Danish Financial Statement Act. In addition, the Annual Report
has been prepared in compliance with IFRS as issued by |IASB.

The applied accounting policies are net consistent with the applied accounting policies {or previous years.
Effective from 1 January 2005 the Company changed the accounting policies to be in accordance with
International Financial Reporting Standards (IFRS). Previously the financial statements were prepared in
accordance with the Danish Financial Staterment Act. The Company has in order {o be able to make the
financial reporting according to IFRS amended certain previously applied accounting and valuation methods.
The comparative figures in respect of 2004 were restated to refiect these adjustments. Reconciliation and
description of the effect of the changes in accounting policies on eguity and net income/loss are given in Note
4 (Effect on changes in accounting policies)

The preparation of financial statements in conformity with IFRS requires the use of certain accounting
estimates. It also requires management o exercise its judgment in the process of applying the Company’s
accounting poficies. The areas involving higher degree of judgment or complexity, or areas where assumption
and esiimates are significant to the financial statements are disclosed in Note 3 (Critical accounting estimates
and judgments).

The financia! statements are presented in Danish Kroner, the Company's functional currency. At initial
recognition, assets and liabilities are measured at histeric cost. Subsequently, revenue and costs, assets and
liabilities are measurad as described below for each items. Assets are recognised in the balance sheet when it
is probable that future economic benefits will flow o the Company and the vaiue of the assefs can be
measured reliably. Liabilities are recognised in the balance sheet when the Company has a legal or
constructive obligation as a result of a prior event, and it is probable that future economic benefits will flow out
of the Company, and the value cf the liabilities can be measured reliably. Recognition and measurement take
into consideration anticipated gains, losses and risks that arise before the time financial statements are
adopted and that confirms or invalidates matters and conditions existing at the balance sheat date. [ncome is
recognised in the income statement when earned, whereas costs are recognised as incurred. Value
adjustments of financial assets and liabilities are recognised in the income statement as financial income or
financial expenses.

LifeCycle Pharma A/S 13
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Summary of significant accounting policies — continued

Standards, interpretations and amendments to published standards not yet effective

The IASB has published certain standards, amendments and interpretation to existing standards that are
mandatory for accounting pericds beginning on or after 1 January 2006 or later periods but which the
Company has not early adopted. The contents of the new proncuncements are briefly descriced below.

« IFRS 7, Financial Instruments: Disclosures, and a complementary amendment to IAS 1, Presentation
of Financial Statements — Capital Disclosures {effective from 1 January 2007).1 IFRS 7 introduces
new disclosures to imprave the information about financial instruments. It requires the disclosure of
qualitative and quantitative information about exposure to risks arising from financial instruments,
including specified minimum disclosures about credit risk, liquidity risk and market risk, including
sensitivity analysis to market risk. It replaces the IAS 32, Financial Instruments: Disclosure and
Presentation. It is applicable to all entities that report under IFRS. The amendment to IAS 1
introduces disclosures about the level of an entity’s capital and how it manages capital. The Company
assessed the impact of IFRS 7 and the amendment te IAS 1 and concluded that the main additional
disclosures will be the sensitivity analysis to market risk and the capital disclosures required by the
amendment of IAS 1. The Company wiil apply IFRS 7 and the amendment to IAS 1 from annual
periods beginning 1 January 2007.

Furthermore, the following new pronouncements have been published, however, they are not relevant for the
Company or the Company's operations.

» IAS 19 (Amendment), Employee Benefits (effective from 1 January 2006).

o |AS 38 (Amendment), Cash Flow Hedge Accounting cf Forecast Intragroup Transactions {effective
from 1 January 2008).
IAS 39 (Amendment), The Fair Value Option {effective from 1 January 2008).

» |AS 39 and IFRS 4 (Amendment), Financial Guarantee Contracts (effective from 1 January 2008).

¢ IFRS 1 (Amendment), First-time Adoption of International Financial Reporting Standards and IFRS 6
{Amendment}, Expioration for and Evaluation of Mineral Resources (effective from 1 January 2006).

« IFRS 6, Exploration for and Evaluation of Mineral Rescurces (effective from 1 January 20086).

« IFRIC 4, Determining whether an Arrangement contains a Lease (effective from 1 January 2008).

« IFRIC 5, Rights to Interests arising from Decommissioning, Restoration and Environmental
Rehabilitation Funds (effective from 1 January 20086).

« IFRIC 8, Liabilities arising from Participating in a Specific Market — Waste Electrical and Electrenic
Equipment (effective from 1 December 2005).

The IASB is working on a number of projects which are expected to result in new pronouncements. Such
pronouncements may have significant impact on the Company’s financial statements.

No attempt has been made to identify future differences that may affect the financial statements of the
Company as a result of transactions or events that may occur in the future. Accordingly, potentially significant
differences may arise from such transactions or events that have not been identified in this summary of recent
IFRS pronouncements. Ne attempt has been made to identify disclosures, presentation or classification
differences that would affect the manner in which transactions, evants, or results are reflected in the financial
statements of the Company or the notes thereto.

Income statement

Revenue

Revenue comprises milestone payment, royalty and other incoms from Research and Development and
commercialisation agreements. The income is recognised over the peried of the agreements in accordance
with the terms of the agresments when it is considered realised or realisable and earned. This means that the
general income criteria for income recognition has to be met, all significant risk and rewards of ownership of
the goods has been transferred to the buyer, LifeCycle Pharma A/S retains neither continuing managerial
involvement to the degree usuzlly asscciated with ownership nor effective control over the goods sold, the
amount of revenue can be measured reliably, it is probable that the economic benefit assaciated with the

LifeCycle Pharma A/S 14
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Summary of significant accounting policies — continued

transaction will flow to the Company, the cost incurred or to be incurred in respect of the transaction can be
measured reliably. Revenue is stated less VAT, charges and discounts.

Research and Development costs

Research and Develcpment costs comprise license costs, manufacturing costs, preclinical and clinical trial
costs, salaries and other personal cests; including pensicn, other costs; including cost of premises,
depreciation and amortisation related to Research and Development activities.

Research costs are recognised in the income statement as incurred. Development costs are recognised in the
income statement as incurred if the requirement for capitalisation of the development costs is assessed not to
have been complied with.

A development project invelves a single product candidate undergeing a high number of tests in order io prove
its safety profile and effect on human beings in order to be able to obtain approvai from the appropriate
authorities. Considering the general risk related to the develoepment of pharmaceutical products, Management
has concluded that the future economic benefits associated with the individual development projects cannot be
estimated with sufficient certainty until the projects have been finalised and the necessary market approvals of
the final product has been obtained. As a consequence all development costs are recognised in the income
statement in the period to which they relate.

Administrative expenses

Administrative expenses comprise salaries and other personnel costs; including pension, office supplies, cost
of premises, depreciaticn and amaortisation related to administrative activities.

Administrative expenses are recognised in the income statement as incurred.

Foreign currency.

Foreign currency transactions are translated at the exchange rate prevailing on the transaction date.
Receivables, payables and other monetary items denominated in foreign currencies that have not been settled
at the balance sheet date are translated using the exchange rate prevailing on the balance sheet date.
Exchange rate differences that arise between the rate at the transaction date and the rate at the settlement
date are recognised in the financial statement as financial income or financial expenses.

Financial income and expenses.

Financial income and expenses comprise interest income and expenses, interest portion related to finance
lease contracts and realised and unrealised exchange rate gains and losses on transactions in foreign
currencies.

Income taxes.

Tax for the year, which consists of current tax for the year and changes in deferred tax, is recognised in the
income statement by the portion attributable to the income for the yvear, and recognised directly in equity by the
portion attributable to entries directly in equity. Current tax payable cr receivable is recognised in the balance
sheet as tax caleulated on the taxable income for the year adjusted for prepaid tax.

Deferred tax is recognised and measured applying the liability method on all temporary differences between

the carrying amecunt and tax-based value of assets and liabilities. The tax-based valug of the assets is
calculated based on the planned use of each asset.

LifeCycle Pharma A/S 15
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Summary of significant accounting policies - continued

Deferred tax is measured based on the tax reguiations and tax rates that are expected be in effect, considering
the laws in force at the balance sheet date, when the deferred tax is estimated to crystallise as current tax.
Changes in deferred tax resuiting from changed tax rates are recegnised in the income statement.

Deferred tax assets, inciuding the tax base of tax losses carried forward, are recognised in the balance sheet
at their estimated realisable value, either as a set-off against deferred tax liabilities or as nef tax assets.

Segment reporting

LifeCycle Pharma A/S is managed and operated as one business unit. No separate business areas or
separate business units have been identified in relation to product candidates or geographical markets. As a
consequence of this, no segment reporting is made concerning business areas or geographical areas.

Share-base payment.

Employees (including Executive Management), board-members and other external have been granied
warrants. For warrants granted after November 7, 2002 and not vested 1 January 2005, share-base payment
to employees (including Executive Management), board-members and other external are recognised in the
income statement con a straight-line basis over the vesting period. A corresponding amount is recognised in a
separate reserve under equity.

The total amount recognised over the vesting period is determined as the fair value on each grant date of
granted warrants.

Balance Sheet

Intangible assets

intangible assets comprise acquired patent rights. Patent righis acquired are measured at costs less
accumulated amortisations and impairment losses. The amoartisation period is determined based on the
expected economic and technical useful life and amertisations are allocated on & straight-line basis over the
expected useful life, which is 20 years.

Property, plant and equipment

Property, plant and equipment comprises precess plant and machinery, other fixtures and fittings, tools and
equipment and leasehoid improvements. Property, plant and equipmeant are recognised at costs less
accumulated depreciation and impairment lgsses. Costs include expenditures that are directly atiributable to
the acquisition of the items, Subsequent costs are included in the asset's carrying amount or recognised as &
separate asset, as appropriate, only when it is probable that future economical benefits associated with items
will flow to the Company and the costs of the items can be measured reliably. All other repairs and
maintenances are charged to the income statements during the financial periods in which they are incurred.

The depreciation on property, plant and equipment is calculated using the straight-ined method to zllocate
their costs to their residual values over the expected useful life as follows:

Process plant and machinery: 7 yaars

Cther fixtures and fittings, tools and equipment: 3-5 years
Leasehold improvements: 7-9 years

LifeCycle Pharma A/S 16
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Summary of significant accounting policies - continued

impairment of non-current assets.

The carrying amourit of intangible assets, property plant and equipment are reviewed for impairmant whanever
events or changes in circumstances indicate that the carrying amount may not be recoverable. If there are
such indications, an impairment test is made. An impairment loss is recognised for the amount by which the
asset’s carrying amount exceeds it recoverable amount. The recoverable amount is the higher of an asset's
fair vaiue less costs to sell and value in use. For the purposes of assessing impairment, assets are grouped at
the lower levels for which there are separately identifiably cash flows (cash generating units), Impairments are
recognised in the income statement under the same items as the retated depreciation or amortisation.

Trade receivables

Receivables are measured in the balance sheet at the lower of amortised cost and net realisable value, which
corresponds to the nominal value less provisions for bad debts. Provisions for bad debts are determined on
the basis of an individual assessment of each receivable.

Other receivables

Other receivables are measuraed on initial recogniticn at fair value and subsequent measured at amortised cost
according to the effective interest method less provision for impairment. Impairments are based on individual
evaluation of each amounts collectibles.

Prepayments

Prepayments comprise incurred costs related to subsequent financial years, Prepayments are measured at
amortised costs.

Cash and cash equivalent

Cash and cash equivalents comprise cash heldings and deposits in financial institutions.

Equity

The share capital comprises the nominal value of the Company’s crdinary shares, each at a nominal value of
DKK 1.

The share premium account includes amounts paid as premium compared to the nominal value of the shares
in connection with the Company's capital increases less external expenses, which are directly attributable to
the increases.

Provisions

Provisions are recognised when the Company has an existing legal or constructive cbligation as a resuit of a
prior event on cor before the balance sheet date, and it is probable that the Company has fo give up future
economic benefits in order to repay the obligation. The provisions are measurad according to an assessment
of the costs required in order to repay the present obligation at the balance sheet date. Provisions which are
not expected to be repaid within a year from the balance sheet date are measured at present vaiue.

Finance lease

Leases of property, plant and squipment where the Company substantially has all the risks and rewards of
ownership are classified as finance lease. Finance lease is capitalised at the lease’s inception at the lower of

tifeCycle Pharma A/S 17
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Summary of significant accounting policies - continued

the fair value of the leased property, plant and equipment and the present value of the minimum lzase
payments. Each lease payment is allocated between liability and financial charges so as to achieve a constant
rate an the finance balance outstanding. The corresponding rentat obligations, net of finance charge, are
included in other non-current and current liabilities. The interest element of the finance costs is recognised as
financial expenses over the lease pericd sc as to produce a constant periodical rate of interest on the
remaining balance of the liability for each period. The property, plant and equipment acquired under finance
lease are depreciated over the shorer of the asset's useful life and the lease term.

Operating lease commitments

Leases in which a significant poriion of the risks and rewards of cwnership are retained by the lessor are
classified as operating lease. Payments made under operating lease (net of any incentives received from
lessar) are on a straight-line basis charged to the income statements as research and development costs or
under administrative expenses, depending on the use of the asset.

Financial liabilities

Financial liabilities including trade payables and other payables are measured at amortised costs, which
usually correspond to neminal value.

Deferred income

Deferred income under eguity and liabilities reflects the part of the revenue which has not been recegnised as
income. The item reflects the part of revenue that has not been recognised as income immediately on receipt
of payment and which concerns agreements with multiple components which cannot be separatec.

Financial risks

The Company's cash and cash equivalents are placed in demand deposits or short-term, special-term
deposits. The interest rate exposure is believed to be insignificant compared to the Company’'s overall
operations.

The Company does not hedge financial risks. Management carefully assesses and monitors the Company's
currency exposure and interest rate exposure.

Derivative financial instruments

The Company does not have derivative financial instruments.

Key figures
Total Assets
Assets/Equity = Equity
Total ATP
Average numbers of employees = Annual amount ATP per employee

LifeCycle Pharma A/S : 18
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Summary of significant accounting policies — continued

Basic EPS

Basic EPS is calculaied as the net income/loss fram continuing operations for the period that accrue to the
Company’s ordinary shares after deducticn of preference dividend, divided by the weighted average number of
ordinary shares outstanding.

Diluted EPS

Diluted EPS is calculated as the net income/less from continuing operations for the period that accrues to the
Company's ordinary shares after deduction of preference dividend, divided by the weighted average number
of ardinary shares outstanding adjusted by an assumed dilutive effect of issued equity instrumants in the form
of convertible debt instruments and granted warrants outstanding that can be converted into ordinary shares.

As the Company has generated a loss, no adjustment has been made for dilutive effacts.

Cash flow statement.

The cash fiow statement is presented using the indirect method with basis in operating loss and shows cash
flow from operating, investing and financing activities as well as the cash and cash equivaients at the
beginning and end of each financial year.

Cash flows from operating activities are calculated as the operating profitioss adjusted for non-cash operating
items, as share-based payment, depreciation, amortisation, impairment losses, working capital changes and
financial income and expenses received or paid.

Cash flows from investing activities comprise cash flows from purchase and sale of intangible assets and
property, plant and equipment.

Cash flows from financial activities comprise cash flows from issuance of shares net of cosis, raising and
installments of non-current loans including instaliments on finance lease contracts.

Cash and cash equivalents comprise cash at hand and deposit at banks.

The cash flow statement cannot solely be derived from the financial statements.

Note 3
Critical accounting estimates and judgments

Estimates and judgments are made in an ongoing process based on histeric experience and other factors,
including expectaticns of future events based on existing circumstances.

Critical accounting estimates and assumptions
During the financial year, no estimates or judgments have been made involving a material risk of significant
adjustments of the assets or liabilities ai the balance sheet date.

Critical estimates applying the Company's accounting policies

As per |AS 38 'Intangible assets”, intangible assets arising from develepment projects must be recognised in
the balance sheet if the criteria for capitalisation are met. That means (1) that the develcpment project is
clearly defined and identifiable, {2) that technical exploitation potential has been demonstrated and that
sufficient resources can be documented for completing the development work and marketing the final product
or for use of the product in-house; and (3) that the company’s management has indicated its intention to
produce and market the product or use it in-house. Finally, it must be documented with sufficient certainty that
future revenue from the development project will exceed the costs of production and development and for the
cosis of sale and administration of the product.
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Critical accounting estimates and judgments - continued

Development costs relating to individual projects are recognisec as assets only if there is sufficient certainty
that future earnings from the individual projects will exceed not only production, sales and administrative costs,
but aiso the actual development costs of the product. Management believes that there is generally great risk
involved in the development of pharmaceutical products, and there is consequently not, at present, sufficient
certainty of future earnings. The future economic benesfits related to product development cannot be
determined with sufficient certainty until the development activities have been completed and the necessary
approvals have been obiained. As a result, Management has decided to expense the development costs
incurred during the year. '

Note 4

Effect from changes in accounting policies

The effect on previously reported financia! figures from the change in applied accounting policies as described
in note 2, relates to the following differences:

Share-based compensation regarding warrants granted after 7 November 2002 and vested after 1 January
2005 was not previously expensed. As a consequence of the adoption of IFRS 2 warrants granted after 7
November 2002 and not vested 1 January 2005 have been retroactively expensed,

The impact is as follows:

Previous Effect of change Current
accounting in accounting accounting

policies policies policies

DKK ‘000 DKK ‘000 DKK ‘000
Income statement 2004
Research and development costs (36,096) (446) (36,542)
Administrative expenses (12,053) (490) (12,543}
Operating loss (47,034) (936) {47 ,970)
Net loss for the year (47,315) (936) {48,251)
Equity 1 January 2004
Share premium 12,384 17,910 30,294
Reserve for share-base payments 0 164 164
Retained earnings 0 (18,074) (18,074)
Equity {14,130) 4] (14,130}
Equity 31 December 2004
Share premium 0 57411 57,411
Reserve far share-base payments 0 1,100 1,100
Retained earnings (7,815) (58,510} (66,325)
Equity (5,180} 0 {5,180)

Alsc, as a consequence of the change in the applied accounting policies, some miner reclassifications have
taken place, and share premium previously transferred to cover loss/retained earnings has been reversed.

Furthermore, in conneaction with the change in accounting policies it was decided to change the presentation of
the income statement to be by function. Previocusly, the income statement was presented by nature.
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Note 5

Depreciation and amortisation.

2004 2005
DKK ‘000 DKK 000
Licenses and rights 55 53
Process plant and machinery 1,160 2,811
Other fixtures and fittings 158 162
Leasehold improvements 5§37 860
Gain/loss from sale of property, ptant and 34 0
equipment
Write-down on a terminated patent 0 85
Total 1,994 4,071
Allocated by function:
2004 2005
DKK ‘000 DKK ‘000
Research and development costs 1,752 3,908
Administrative expenses 242 162
Total 1,994 4,071

LifeCycle Pharma A/S
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Note 6
Staff costs.
2004 2005
DKK ‘000 DKK ‘000
Wages and salaries 15,134 25,688
Pension coniribution 1,315 2,146
Other social security costs 112 204
Share-base payment 936 2,040
Total 17,497 30,078
Allocated by function:
2004 2005
DKK ‘000 DKK ‘000
Research and development costs 12,316 21,510
Adminisirative expenses 5,181 8,568
Total 17,497 30,078
Average number of employees 21 35
Remuneration of Board of Directors, Executive Management and other Directors:
2004 2005
DKK ‘000 DKK ‘000
Board of Directors
Share-base payment 14 407
Executive Management
Gross salary 3,545 3,865
Bonus 462 169
Share-base payment 419 361
Other Directors
Gross salary 1,850 2,799
Bonus 0 324
Share-base payment 128 3786

Pension schemes are defined contribution schemes and LifeCycle Pharma A/S has no additional payment obligations.
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Note 7

Financial income

2004 2005
OKK ‘000 DKK ‘000
Exchange rate gains 0 326
Other financial income 176 619
Total 179 945
Note 8
Financial expenses
2004 2005
DKK ‘000 DKK ‘000
Exchange rate losses 7 0
Interest on finance lease 355 1,180
Interest expenses 0 586
Interest expenses shareholders 23 13
Other financial expenses 75 0
Total 480 1,779

LifeCycte Pharma A/S
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Note 9

Tax and deferred tax

2004 2005
DKK ‘000 DKK ‘000

Income tax for the year 0 0
Can be explained as follows:
Income/(loss) for the year before tax (48,251) {91,838)
Computed tax on the income/(loss) for the year before tax (2004; 30% and 2005;
28%) {14,475) (25,658)
Change in tax losses carried forward not capitalised 13,086 22,712
Change in other deferred tax assets not capitalised . 1,057 2685
Othar permanent adjustmeants 332 281
Income tax for the year o 0
Tax rate 30% . 28%
Caiculated deferred tax asset 19,548 43,642
Write down to assessed value (12,548) (43,642)
Carrying amount 0 0
The components of the deferred tax assets are as follows:
Intangible assets {40) (76)
Property, plant and equipment 2,210 3,522
Leasehold improvements 2,074 1,858
Financial leasing (5,774) {8.,491)
Prepayments 300 1,197
Accrued Liabilities (90) (1,927)
Tax loss carried forward (18,228} (39,725}

(19,548) (43,642}

The deferred tax assets have been writien down at present, as it is uncerain whether or not the tax assets will be realised in

future earnings. The deferred tax assets do not become obsolete.

LifeCycle Pharma A/S
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Note 10

Intangible assets

31 December

31 December

2004 2005

Licenses and rights DKK ‘000 DKK ‘000

Costs at 1 January 1,100 1,100
Additions 0 0
Disposals 0 (100)
Costs at 31 December 1,100 1,000
Amortisation at 1 January (78) (133}
Amortisation (55) (53)
Amortisation regarding disposais for the year 0 15
Amortisation at 31 December {133} (1714)
Carrying amount at 31 December 967 8§29
The weighted average residual term of licensas and rights is approx. {years} 18 17

LifeCycle Pharma A/S
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Note 11

Property, plant and equipment

Process plant and machinery

31 December

31 December

2004 2005
DKK ‘000 DKK ‘000

Costs at 1 January 1,131 10,734
Additions 6,426 8,714
Transfer from prepayments for property plant and eguipment 3177 1,000
Disposals 0 0
Costs at 31 December 10,734 20,448
Depreciation at 1 January (&67) (1,227)
Depreciation (1,160) (2,911)
Depreciation regarding disposals for the year G 0
Depreciation at 31 December (1,227) (4,138)
Carrying amount at 31 December 9,507 16,310
Carrying amount of assets held under finance leases included in the above

amounied to 9,029 15,058

Other fixtures and fittings, tools and equipment

31 December

31 December

2004 2005
DKK ‘000 DKK ‘000

Costs at 1 January 450 631
Additions 293 0
Disposals (112) ¢
Costs at 31 December 631 631
Depreciation at 1 January (144) (274}
Depreciation {158) (162)
Depreciation regarding dispesals for the year 28 0
Depreciation at 31 December (274) (438)
Carrying amount at 31 December 357 195
Carrying amount of assets held under finance leases included in the above

amounted to 228 143
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Property, plant and equipment - continued

Leasehold Improvements

31 December

31 December

2004 2005
DKK ‘000 DKK ‘000

Costs at 1 January 0 7,450
Additions 7,450 583
Disposals 0 0
Costs at 31 December 7,450 8,033
Depreciation at 1 January 0 {537)
Depreciation (537) (860}
Depreciation regarding disposals for the year 0 0
Depreciation at 31 December (537) (1,397)
Carrying amount at 31 December 6,913 6,636
Carrying amount of assets held under finance leases included in the above

amounted to 6,913 6,636

Prepayments for property, plant and equipment

31 December

31 December

2004 2005
DKK ‘060 DKK '000
Costs at 1 January 3177 1,000
Additions 1,000 4,275
Transferred to process plant and machinery (3,477} (1,000)
Costs at 31 December 1,000 4,275
Depreciation at 1 January 0 0
Depreciation 0 0
Depreciation regarding disposals fer the year 0 0
Depreciation at 31 December 0 0
Carrying amount at 31 December 1,000 4,275
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Note 12
Prepayments — current assets

Prepayments comprise prepaid subscriptions and leasing for 2004. For 2005, prepayment comprises
subscription, insurance, pension and deposit for patent costs as well as other prepaid costs.

Note 13
Share capital

The Company’s share capital of nominally DKK 4,428,568 is divided into four share classes of nominally DKK
1,518,703 A-shares, nominally DKK 1,125,844 B-shares, nominally DKK 1,274,471 C-shares and nominally
DKK 508,551 D-shares.

The D-, C- and B-shares carry preference rights (with the D-shares preferred to the C-shares and the C-shares
preferred to the B-shares) to receive proceeds in the occurrence of cerfain events which include - in addition to
liguidation, dissohition and winding up of the Company — a merger or saie of D, B and C shares thai leads to a
change of control in the Company (as further defined in the articles of association). The C-Shares also carry
certain anti-dilution rights.

The transferability of the shares (regardless of class) is subject to board consent as to compliance with
procedures for transfer stated in any sharehelders agreements notified o the Board.

The capital increase for cash as of 5 December, 2005 has per 31 December 2005 not been registered at
Danish Commerce and Companies Agency (Erhvervs- og Selskabstyrelsen) because the cash amount was
not fully paid by 31 December 2005.

DKK 9.9 million is included as receivable from capital increase. As per 13 January, 2008 the full amount is
paid.

Changes in share capital from 2002 to 2005:

Share classes

A B C D Total

Estabtishment 21/3 2002 500,000 500,000
Capital increase 13/6 2002 500,000 500,000
Capital increase 29/8 2003 748,370 746,370
Capital increase 22/3 2004 308,425 379,474 887,899
Capital increase 11/5 2005 1,274,471 1,274,471
Capital increase* 22/8 2005 10,278 _ 10,278
Capital increase 512 2005 508,551 509,551

1,518,703 1,125,844 1,274,471 509,551 4,428,569

* Exercise of warrants, terminated employees
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Note 14
Financial risks
Interest rate and currency exposure

The following contractual conditicn should be neted concerning financial assets and liabilities.

31 December 31 December

2004 2005
DKK '000 DKK ‘000
Demand deposit g 87,208
Average variable interest 2.02 % 2.04 %
Demand bank bormowings 838 0
Average variable interest 212 % 2.14 %
Demand deposit in EURO - 11,568
Average exchange rate - 745.17

The Company's policy is to avoid any financial risks. The Company has not entered into transactions or
agreements that have material inherent financial risks.

The Company does not hedge transactions. Management assesses and monitors the Company’s currency
exposure and interest rate exposure on a regular basis. The Company's net position in foreign currency is
stated below:

31 December 31 December

2004 2005

UsD (2,000) (851,402)
EUR (112,741) (288,561)
SEK (1,753) (30,000)
GBP (23,679
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Financial risks - continued

Credit risk

There are no material credit risk,

Note 15

Warrants

The Company have established warrant programmes for Board of Directors, Executive Management,
Directors, employees, external consultants and advisors.

All warrants are granted by the Company's shareholders or by the Cempany's Board of Directors pursuant to
valid authorisations in the Company's Articles of Associaticn and the terms and conditions are in accordance
with applicable legislation incorporated in the Articles of Association.

The warrants vest in general with 1/38 per month from the date of issuance. Howaver, 181,841 warrants veét
from the date of employment of the warrantholder and 138,845 warrants are not subject to vesting periods.

Vesting and exercise of warrants are in principle conditional upon the warrantholder being employed by/
associated with the Company. :

In the event of the Company's liquidation, a merger, a de-merger or a sale or share exchange of more that
50% of the Company’s share capital the warrants may be granted an extraordinary exercise period
immediately prior to the transaction in which they may exercise their warrants.

The warrant schemes contain anti-dilution provisicns in the event of certain changes to the Company's share
capital before exercise.

Executive Management, Directors and other employees

Warrants granted prior to 1 July, 2004 cease to vest upen termination of the employment relationship
regardless of the reason for such termination. Warrants granted after 1 July, 2004 cease to vest from the date
of termination in the event that i) a warrantholder resigns without this being due to the Company's breach af
cortract or i) if the. Company terminate the employment relationship where the employee has given the
Campany good reasen to do so. The warrantholder will, however, be entitled to exercise vested warrants in the
first cormning exercise period after termination. If the first exercise period after termination falls within 3 months
of the termination date the warrant holder shall, additionally, be entitted to exercise in the follewing exercise
period. In ali other instances than (i) and (i) above or in case of the warrant holder's death where all warrants
are voided, warrants granted after 1 July, 2004 continue to vest as had the employse remained employed by
the Company.

Board members, consultants and advisors

Exercise of warrants granted to Board members, consultants and advisors are ccnditional upon the
warrantholder being connected to the Company as respectively a board member, consultant or advisor on the
date of exercise. However, if the warrantholder's position has been terminated without this being aftributable to
the warranthoider's actions or omissions the warrantholder shall be entitled to exercise vested warrants in the
pre-determined exercise periods.

As of 31 December, 2005 the Company’s shareholders and Beard members had granted a tofal of 765,515
warrants to Board of Directors, Executive Management, Directors, employees, external caonsultants and
advisors. Of these a total of 10,278 warrants had been exercised and 56,781 had been cancelled. The
following tables specify the warrants granted and still outstanding.
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Warrants - continued

The following table specifies the weighted average exercise prica and expected life period:

Grant date Grant year Number of Weighted Weighted
Warrants average average
exercise exercise
price (DKK) period

{month)
4 April 2003 147,861 10.00 100.00
29 August 2003 35,986 29.53 96.00
3 Qctober 2003 66,602 29.83 95.00
19 December 2003 5,250 29.53 93.00
Ultimo 2003 255,699 18.24 87.99
22 March 2004 157,507 31.54 90.00
28 April 2004 68,250 31.54 89.00
16 June 2004 55,000 31.54 87.00
16 December 2004 8,000 31.54 93.00
Uitimo 2004 544,456 25.29 87.73
17 March 2005 53,500 31.54 90.00
20 June 2006 9,500 89.20 87.00
21 September 2005 45,500 89.20 84.00
17 October 2005 25,000 §8.20 83.00
7 November 2005 12,500 88.20 82.00
18 November 2005 30,000 89.20 82.00
12 December 2005 18,000 145.49 81.00
16 June * 2004 (10,600) 31.54 87.00
28 Aprit * 2004 {30,000) 31.54 £9.00
Uitimeo 2005 698.456 38.72 77.56

*Warrants from previous period cancelled/exercised in 2005.
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Note 16

Finance Lease

The Company has financiai leasing commitments regarding property, plant and equipment
The debts for these commitments are included in the balance sheet. The future minimum payments and the

NPV can be specified as follows:

Mimimum finance lease commitments

31 December

31 December

2004 2008
DKK ‘000 DKK ‘000

<1 year 4,090 6,590
From 1 to 5 years 12,472 20,085
> 5 years 5,999 7.867
Total 22,561 34,542
Financing camponents (3,314) (4,218)
Total 19,247 30,324

NPV for the finance lease commitments

31 December

31 Decembeor

2004 2005
DKK ‘000 DKK ‘000
<1 year 3,082 5,044
From 1 to 5 years 10,158 17,191
> 5 years 5,997 8,089
Total 19,247 30,324

The company has the right to purchase the assets heid under the finance lease on expiration of the lease
agreements. An average internal interest rate of 4.82 % has been applied on recognition. The carrying amount
of the finance iease commitment is in all material respects eguai to the market value.
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Note 17

Other commitments

31 December

31 December

2004 2005
DKK ‘000 DKK ‘000
Rent commitments 38,239 31,669
QOperating lease commitments regarding property, plant and equipment 968 2,434
Total rent and operating lease commitments 39,207 34,103
Purchase chligaticns regarding property, plant and equipment 2,434 4,275
Total 41,641 38,378

Total rent and operating lease are due as follows:

31 December

31 December

2004 2005
DKK ‘000 DKK ‘000
<1 year 4,504 4,212
From 110 5 years 16,074 14,607
> 5 years 18,629 15,284
Total 39,207 34,103
2004 2005
DKK ‘000 DKK ‘000
Expensed rent and operating lease amount to 1,572 4,424
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Note 18

Related parties

H. Lundbeck A/S:

In 2003 LifeCycle Pharma A/S entered a Transfer and License agreement with H. Lundbeck A/S which gives
H. Lundbeck A/S the right to purchase back patent rights granted by H. Lundbeck A/S in case of insolvency
and liquidation of LifeCycle Pharma A/S.

2004:

H. Lundbeck A/S (Shareholder);

-

LifeCycle Pharma A/S has leased cars and required administrative assistance from H. Lundbeck A/S.
KDKK: 517.

H. Lundbeck A/S has provided a repurchase guarantee of limited duration concerning a lease
agreement entered into by LifeCycle Pharma A/S. DKK: ©

LifeCycle Pharma A/S has a license and research collaboraticn agreement with H. Lundbeck A/S,
DKK: 0

At 31 December 2004 the amount due to H. Lundbeck A/S KDKK; 547

2005:

H. Lundbeck A/S (Shareholder):

LifeCycle Pharma A/S has leased cars and required administrative assistance from H. Lundbeck A/S.
Terminated in 2005. KDKK: 338.

H. Lundback A/S has provided a repurchase guarantee of limited duration concerning a lease
agreement entered into by LifeCycle Pharma A/S. Terminated in 2005. DKK: 0

LifeCycle Pharma A/S has a license and research collaboration agreement with H. Lundbeck A/S.
DKK: 0

LifeCycle Pharma A/S has an agreement concerning use of manufacturing facilities with H. Lundbeck
A/S. DKK. 0

LifeCycle Pharma A/S has an agreement with H. Lundbeck A/S, Engineering and Technical
Operations concerning maintenance and service in the Company’s facilities. KDKK 518.

LifeCycle Pharma A/S has a license agreement with H. Lundbeck A/S. DKK: O

At 31 December 2005 the amount due to H. Lundbeck A/S KDKK: 46

Other Related parties:

*

LifeCycle Pharma A/S has in May 2003 purchased intellectual property rights related to its Self
Cleaning Spay Nozzle Technclogy for KDKK 100 and in connection with the purchase of such
intellectual property rights entered into a license agreement with S.S.Rustfri A/S regarding using the
Company's Self-Cleaning Spray Nozzle Technology outside the pharmaceutical area. In 2004
Michae! Wolff Jensen became Chairman of the Board of Directors of $.8. Rustfri A/S. KDKK: 35

LifeCycle Pharma A/S has in 2005 entered an agreement with Pharmasteel A/S regarding purchase
of manufactoring equipment of DKK 8,6 mic. Per Holm ownes 33% of the shares in Pharmasteel A/S.
In 2003: KDKK: 3,057, in 2004: KDDK: 1,623 and in 2005: KDKK: 6,623,

Members of the Executive Management and Board of Directors and other shareholders.

The Executive Management and Board cf Directors have recelved remuneration as described in note
8 and note 15.
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Note 19

Ownership

The following sharehoiders hold more that 5% of the Company’s share capital:
Alta BioPharma Partners Il L.P.

H. Lundbeck A/S

Novo A/S
Nordic Biotech /8

H. Lundbeck A/S, Gtiliavej 9-11, 2500 Valby, Denmark was parent company in until 2004. H. Lundbeck A/S is
the smallest and largest group preparing consclidated financial statements in which LifeCycle Pharma A/S is
included. The consolidated financial statement can be acquired at H. Lundbeck A/S.

Note 20

Working Capital change

31 December 31 December

2004 2005
DKK ‘000 DKK ‘000
Other receivables (1,009) (6,412}
Prepayments (32) (2,334)
Trade payables 1,737 7.011
Debts to shareholders 352 (501)
Other payables 743 990
Total 1,791 (1,246)
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Ledelsespdtegning

Bestyrelse og direktion har dags dato behandiet og godkendt arsrapporten for regnskabsaret 2005 for
LifeCycle Pharma A/S.

Arsrapporten er aflagt | overensstemmelse med International Financial Reporting Standards, som godkendt af
EU, og yderiigere danske oplysningskrav til &rsrapporter. Vi anser den valgte regnskabspraksis for
hensigtsmasssig, saledes at arsrapporten giver et retvisende billede af selskabets aktiver og passiver og den
finansielle stilling pr. 31. december 2005 samt af resultatet af seiskabets aktiviteter og pengestremme for
regnskabsaret 2005.

Arsrapporten indstilles til generalforsamlingens godkendelse.

Harshoim, den 18, april 2006

Direktion
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Revisionspategning
Til aktionarerne i LifeCycle Pharma A/S

Vi har revideret arsrapporien for LifeCycle Pharma A/S for regnskabsdret 2005, der aflaegges i
overensstemmelse med International Financial Reperting Standards, som godkendt af EU, og yderligere
danske oplysningskrav til &rsrapporter.

Selskabets ledelse har ansvaret for arsrapporten. Vort ansvar er pa grundtag af vor revision at udtrykke en
konklusion om &rsrapporten.

Den udferte revision

Vi har udfert vor revision i overensstemmelse med danske revisionsstandarder. Disse standarder krazver, at vi
tirettelzzegger og udfarer revisionen med henblik pad at opné hej grad af sikkerhed for, at arsrapporten ikke
indeholder vessentlig fejlinformation. Revisionen omfatter stikprgvevis undersggelse af information, der
understatter de i &rsrapporten anfarte beleb og oplysninger. Revisionen omfatter endvidere stillingtagen til den
af ledelsen anvendte regnskabspraksis og til de veesentlige skan, som ledelsen har udegvet, samt vurdering af
den samlede prazsentation af arsrapporten. Det er vor opfatielse, at den udferte revision giver et tilstraskkeligt
grundlag for vor konklusicn.

Revisionen har ikke givet anledning til forbehold.

Konkiusion

Det er vor opfattelse, at &rsrapporten giver et retvisende billede af selskabets akliver, passiver og finansielie
stilling pr. 31. december 2005 samt af resultatet af selskabets aktiviteter og pengestremme for regnskabsaret
2005 i overensstemmelse med International Financial Reporting Standards, som godkendt af EU, og
yderligere danske oplysningskrav til arsrapporier.

Kegbenhavn, den 18. april 2006

PricewaterhouseCoopers
Statsautoriseret Revisionsinteressentskab

SM a// >
Lars Holtuﬁy Lars Nielsen

Statsautoriseret revisor Statsautoriseret revisor
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Selékabsoplysninger

Selskabet;

Bestyrelse:

Direktion:

Revision:

LifeCycle Pharma A/S

LifeCycle Pharma A/S
Kogle Allé 4
2970 Harsholm

Telefon: 7033 3300

Telefax: 3613 0319

Hjemmeside: www.icpharma.com
E-mait: info@lcpharma.com
CVR-nr. 26527767
Regnskabsér: 1. januar — 31. december
Hjemstedskommune: Birkered

Flemming @rnskov, formand
Claus Braesirup

Thomas Peter Dyrberg
Jean Deleage

Gérard Soula

Jan Maller Mikkelsen
Michael Wolff Jensen

PricewaterhouseCoopers
Statsautoriseret Revisionsinteressentskab
Strandvejen 44
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Ledeisesberetning

LifeCycle Pharma A/S er et biofarmaceutisk selskab med en produktpipeline med produktkandidater | sene
udviklingsstadier.. Alle selskabets produktkandidater, som er nye cog forbedrede formuleringer af allerede
markedsfarte  produkter, er baseret pd& MeltDose®, vores beskyitede og klinisk  valideret
reformuteringsteknologi. P& mindre end tre ar har selskabet ved at anvende MeltDcse® teknologien vaeret i
stand til at bringe fem (5) produktkandidater inden for cardiovasculere og immunosuppressive
sygdemsindikationer i klinisk udvikling,

Det er LifeCycle Pharma A/S’s sirategi at maksimere veerdien af virksomheden ved at skabe veerdi i vores
produkter. Vi har udviklet en bred produkipipeling, som giver os mulighed for succes. Vi planleegger fortsat at
have en staerk produkipipeline gennem en kombination af in-house klinisk arbejde og udlicensering af
programmer p& de senere udviklingsstadier. For at udvikle vores produktpipeline effektivi har vi opbygget
avancerede og beskyttede re-formuleringsteknologier, brede udviklingskompetencer og en medarbejderstab
med stor erfaring og viden indenfor formulering, klinisk udvikling og kommercialisering af produkter samt
patenter. 85% af vores medarbejdere arbejder med forskning og udvikling.

| 2005 har selskabet igangsat sidste og afsluttende {pivotale) kliniske forseg pa to af dets produktkandidater —
LCP-Feno (fenofibrate) og LCP-FencChol (en lav dosis af fenofibrate). ‘Selskabet har ligeledes gennemfart
vellykkede Kkliniske forspg for tre (3} andre produktkandidater — LCP-Tacro (tacrolimus), LCP-Feno/Stat
{kombinationspraeparat af fencfibrate og ikke-oplyste statin(e) samt LCP-Lerc (lercanidipine i samarbejde med
Recordati SpA).

| 2005 har LifeCycle Pharmaz A/S identificerat en raekke nye produktkandidater for at sikre veekst cg
beeredygtighed i produktpipeline. Seiskabet har ogsa styrket organisationen for at skabe et team, der har det
rette erfaringsniveau inden for praeklinisk og klinisk udvikling. Selskabet har ydermere fokuseret pa at styrke
og udvide patentbeskyttelsen af selskabets formuleringsteknclogi og dets produktkandidater.

| 2005 er selskabets bestyrelse blevet styrket med tre nye mediemmer: Jean Deleages, dr. Gérard Soula og
formand for bestyrelsen dr. Flemming @rnskov, som alle har betydelig international erfaring inden for
selskabets branche. Selskabets bestyrelse bestdr for indevasrende af i alt fem medlemmer,

| 2005 har selskabet aget antallet af medarbejdere til 40 sammenlignet med 24 medarbejdere ved udgangen
af 2004. For at tilireekke og fastholde dygtige ledere og medarbejdere med erfaring fra den bioteknologiske
industri og medicinalindustrien tilbyder selskabet et konkurrencedygtigt warrant-program for alle medarbejdere.

LifeCycle Pharma A/S's driftsresuliat for 2005 udgjorde et underskud pa DKK -90,8 mio., og et nefioresultatet
var DKK -91,6 mio., hvilket er som forventet og betragtes som tilfredsstillende. Driftsomkostningerne steg fra
DKK 48,1 mio. i regnskabsaret 2004 til DKK 87,1 mic. i regnskabsaret 2005. Dette er en stigning pa 88%, som
vaesentligst skyldes gennemfaretsen af kliniske forssg for fem (5) af selskabets produktkandidater,

Med virkning fra 1. januar 2005 har selskabet eendret regnskabspraksis, s& den felger de internationale
regnskabsstandarder (IFRS), Virkningen af zendringerne i regnskabspraksis fremgar af note 2 og 4.

Selskabet befinder sig i en udviklingsfase og har derfor realiseret et underskud siden stiftelsen, hvilket har
resulteret | et akkumuleret underskud pa DKK 158 mio. pr. 31. december 2005. Da selskabet fortsat vit udvide
dets aktiviteter, forventes det at yderligere underskud vil blive realiseret i takt med selskabets fortsatte kliniske
forsag. :

1 2005 har selskabet faet tilfert kapita! pd DKK 1884 mio. Pr. 31. december 2005 udgjorde selskabets
likvidbeholdning DKK 87,2 mio., hvilket er som forventet og betragtes som tilfredsstillende. Selskabet har til
stadighed fokus pa styring af omkostninger og tilsikrer, at ledelsen har redskaber tii radighed for styringen af
konsekvenserne af savel Kkortsigtede som langsigtede beslutninger. Selskabet forventer at forsestte
udbygningen og udviklingen af dets predukipipeline, herunder udvide anfallet af prekliniske
produkikandidater, samt at gennemigre yderligere kliniske forseg i 2008. For at kunne finansiere driften | 2006
og fremover vurderer selskabet lzbende forskellige finansieringsstrategier samt foretager anzlyser af de
muligheder, der er for at styrke det eksisterende samarbejde med dets vigtigste samarbejdsparinere samt at
vurdere nye samarbejdsmuligheder.

Der er ikke indirdgt begivenheder efter balancedagen, som i vaesentlig omfang har indflydelse pa
arsregnskabet pr. 31. december 2005.
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Noegletal

Udstedte aktier uitimo
Vazgtet gennemsnitlige antal akiier for aret
Aktiver/fegenkapital ultimo

Gennemsnitligt antal beskaeftigede medarbejdere

LifeCycle Pharma A/S

31. december
2003

1.746.370

1.253.561

1,23

31, december
2004

2.634.269

2.442.013

NIA

21

31. december
2005

4.428.569

3.491.313

1,48

35
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Resultatopgerelse

Note 2004 2005

DKK 000 DKK '000
Nettoomsaetning 1.115 6.287
Forsknings- og udviklingsomkostninger 58 {36.542) (80.919)
Administrationsomkostninger 56 (12.543) (18.170)
Driftsresultat (47.970) {90.802)
Finansielle indteagter 7 179 945
Finansielle omkastninger 8 (460) {1.779)
Resuitat for skat {48.251) {91.636)
Arets skat 9 0 D
Arets resultat (48.251) (91.636)
Basis og udvandet EPS {DKK) (19,76) {26,25)
Vagtet gennemsnitlige antal aktier 2.442,013  3.491.313

Bestyrelsen foreslar, at arets resultat overferes til naeste ar.
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Balance - aktiver

Note 31. december  31. december
2004 2005
DKK ‘000 DKK ‘000

Licenser og rettigheder 967 828
Immaterielle anlzgsaktiver 10 267 829
Procesanlag og maskiner 11 8.507 16.310
Andre aniz=g, drifismateriel og inventar 11 357 195
Indretning af lejede lokaler i 6.913 6.636
Forudbetalinger for materielle anlaegsaktiver 11 1.000 4,275
Materielle anlaegsaktiver 17.777 27.416
Anlagsaktiver 18.744 28.245
Tilgodehavender fra kapitalforhojelse 13 o] 9.889
Andre tilgodehavender 2.198 8.60%
Periodeafgraensningsposter 12 56 2.390
Tilgodehavender 2,252 20.888
iikvide beholdninger 9 87.224
Omsa@tningsaktiver 2.261 108.112
Aktiver 21.005 136.357
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Balance - passiver

Note 31. december  31. december
2004 2005
DKK ‘000 DKK ‘000

Aktickapital 13 2.634 4.429
Overkurs 57.411 242.822
Reserve for aktiebaseret vederleggelse 15 1.100 3.140
Overfort resultat (66.325) {(157.961)
Egenkapital (5.180) 92.430
Finansiel leasing 16 16.155 25.280
Langfristede galdsforpligtelser 16.155 25.280
Finansiel leasing 16 3.082 5.044
Leverandergaeld 3.703 10.714
Bankgesld 836 [t}
Gaetd til aktionzerer 547 48
Anden gaeld 1.852 2.843
Kortfristede gaeldsforpligtelser 10.030 18.647
Gald 26.185 43.927
Passiver 21.005 136.357
Note
Finansielle risici 14
Warrants i5
Andre forpligtelser 17
Nazrtstiende parter 18
Ejerforhold 19
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Pengestramsaopgerelse

Note 2004 2005
DKK ‘000 DKK ‘000

Driftsresultat (47.970) (90.802)
Aktiebaseret vederizggelse 8,15 936 2.040
Afskrivninger ] 1.994 4.071
Andring i driftsskapital 20 1,791 {1.246)
Pengestramme fra driftsaktiviteter for renter (43.249) (85.937)
Renteindbetalinger og ignende 179 945
Renteudbetalinger og lignende (460) (1.779)
Pengestremme fra driftsaktiviteter (43.530) (86.771)
Kab af materieile anlazgsaktiver (15.189) (13.572)
Pengestremme fra investeringsaktivitet (15.169}) {13.572)
Provenu fra banklan og finansiel leasing 20.2904 14.182
Afdrag pa banktan og finansiel leasing (211) (3.841)
Netioprovenu fra udstedelse af aktier 28.004 177.317
Pengestromme fra finansieringsaktivitet 48.087 187.558
Stigningffald i likvider {10.612) 87.218
Likvider 1. januar 10.621 9
Likvider 31. december 9 87.224
Pr. 31. december udger likvider:

Indestaende pa anfordringskonto og likvide 9 §7.224

beheldninger

LifeCycie Pharma A/S
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Egenkapitalopgorelse

1. januar 2005 - 31. december 2005

Reserve for
aktiebaseret Qverfert
Antal Aktiekapital Overkurs vederizeggelse resultat | alt
aktier DKK ‘000 DKK '000 DKK Q00 DKK '000 DKK 000
Egenkapital 1. januar 2005 2.634.269 2.634 57.411 1.100 {66.325) {5.180)
Udstedelse af aktier 1.794.300 1.795 186.591 0 0 188.384
Aktiebaseret vederlaeggelse 0 G 0 2.040 0 2.040
Arets resultat 0 0 0 ¢ {91.538) (91.636)
Cmkostninger ved kapitalforhejelse Q G (1.180) 0 0 (1.180)
Egenkapital 31. december 2005 4.428.569 4.429 242,822 3.140 (157.961) 92.430
Aktiekapitalen kan ikke udioddes, mens andre reserver kan udicddes som udbytte i henhold til bestemmelsemne i
aktieselskabsloven. '
1. januar 2004 - 31. december 2004
Reserve for
aktiebaseret Overfert lalt
Antal Aktiekapital Overkurs  vederi®mggelse resultat DKK
aktier DKK ‘000 DKK ‘000  DKK ‘000 DKK ‘000 ‘000
Egenkapital 1. januar 2004 1.746.370 1.748 30.294 164 {18.074) 14.130
Udstedelse af akiier 887.899 888 27117 Q 0 28.005
Aktiebaseret vederlazggelse 0 0 0 936 0 936
Arets resultat ¢ 0 0 0 {48.251) (48.251)
Egenkapital 31. december 2004 2.634.289 2,634 57.411 1.100 {66.325) {5.180)
LifeCycle Pharma A/S 12
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Note 1

Hovedaktivitet

LifeCycle Pharma A/S er et biofarmaceutisk selskab med en produkipipeline med produkikandidater | sene
udviklingsstadier.. Alle selskabets produkikandidater, som er nye og forbedrede formuleringer af allerede
markedsferte produkter, er baseret pa MeltDose®, vores beskyttede og Klinisk  valideret
reformuleringsteknologi. P& mindre end tre ar har selskabet ved at anvende MeltDose® teknologien vaeret |
stand til at bringe fem (5) produkikandidater inden fer cardiovascuisere og immunosuppressive
sygdomsindikationer i klinisk udvikling.

Selskabet er et aktieselskab, der er registreret med begraenset ansvar i henhold til dansk lovgivning.

Dette regnskab er blevet godkendt af bestyrelsen cg direktionen den 18. april 2008.

Note 2
Vasentligste anvendt regnskabspraksis

Regnskabsgrundlag

Arsrapporten er aflagt i overensstemmelse med International Financial Reperting Standards, som godkendt af
EU, og yderligere danske oplysningsskrav til &rsrapporter aflagt efter bestemmelserne for virksomheder i
regnskabsklasse B, jf. bekendigaereise om anvendelse af IFRS for virksomheder, der er underlagt
arsregnskabsloven, udstedt i henhold 6| arsregnskabsioven. Arsrapporten er endvidere udarbgjdet i henhold til
IFRS, der er udstedt af LASB.

Den anvendte regnskabspraksis er ikke i overensstemmelse med den regnskabspraksis, der er anvendt i
tidligere &r. Fra 1. januar 2005 sndrede selskabet regnskabspraksis, saledes at den felger IFRS. Tidligere
blev regnskabet udarbejdet | henhold til arsregnskabsloven. Selskabet har méattet tirette visse tidligere
anvendte regnskabs- og veerdianseettelsesmetoder for at kunne afleegge regnskabet i henhold til IFRS.
Sammenligningstallene for 2004 er tilpasset, saledes at de viser disse andringer. Afstemning og beskrivelse
af effekten af sendringen i regnskabspraksis pa egenkapitalen og resultatet vises i note 4 (Effekt af aendret
regnskabspraksis).

Udarbejdelsen af arsregnskabet i henhold til IFRS kraever anvendelse af visse regnskabsmaessige skan. Det
kraaves ogsd, at ledelsen foretager vurderinger ved anvendelsen af selskabets regnskabspraksis. Omraderne,
hvorpd vurderingselementet og kompleksiteten er blevet foraget, eller omraderng, hvorpa forudseetninger og
sken har betydning for &rsregnskabet, oplyses i note 3 (Kritiske regnskabsmazssige skan og vurderinger).

Regnskabet er aflagt i danske kroner, som er selskabets funktionelle valuta. Ved ferste indregning méles
aktiver og forpligtelser til histarisk kostpris. Efterfolgende males nettoomsaetning og omkostninger, aktiver og
forpligtelser som beskrevet for hver enkelt regnskabspost nedenfor. Aktiver indregnes i balancen, nar det er
sandsynligt, at fremtidige ekonomiske fordele vil tilflyde selskabet, og aktivets veerdi kan males palideligt,
Forpligtelser indregnes i balancen, nar seiskabet har en juridisk eller en faklisk forpiigtelse som felge af en
forudgadende begivenhed, og det er sandsynligt, at fremtidige ekonomiske fordele vil fragé selskabet, og
forpligtelsens vaerdi kan males palideligt. Ved indregning og maiing tages hensyn til forudsigelige gevinster,
tab og risici, der framkommer, inden &rsregnskabet afleegges og som be- eller afkrasiter forfiold, der eksisterer
pé balancedagen. Indtzegter indregnes | resultatopgerelsen i takt med, at de indijenes. Omkostninger
indregnes | takt med at omkostningerne afholdes. Veerdireguleringer af finansielle aktiver og forpligtelser
indregnes i resultatopgaerelsen under finansielle indtaegter og finansielle udgifter.
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Vassentligste anvendt regnskabspraksis - fortsat

Standarder, fortolkninger og andringer til offentliggjorte standarder, der endnu ikke er tradt i kraft

IASB har udsendt visse standarder, aendringer og fortolkninger af eksisterende standarder, der er obligatoriske
for regnskabsperioder, der begynder den 1. januar 2008 eller senere, men som selskabet ikke tidligere har
anvendt. Indholdet af de nye erklaringer er beskrevet kort nedenfor.

« IFRS 7, Finansiells instrumenter: Oplysninger og en supplerende a&ndring til IAS 1, Praesentation af
Arsregnskaber - Kapitaloplysninger (med virkning fra 1. januar 2007). | IFRS 7 introduceres nye
oplysningskrav til forbedring af oplysningeme om finansielle instrumenter. Der kreves kvalitative og
kvantiative oplysninger om risici vedrarende finansielle instrumenter, herunder specificerede
minimumsoplysningskrav vedrarende kreditrisiko, likviditetsrisike og markedsrisiko, herunder analyse
af fplsomheden over for markedsrisiko. Standarden erstatter [AS 32, Finansielle instrumenter:
Oplysninger og praesentation. Den er gasldende for alle virksomheder, der aflazgger regnskab efter
IFRS. | den supplerende zndring til 1AS 1 introduceres oplysningskrav vedrgrende sterrelsen af
virksomhedens kapital, og hvordan kapitalen styres. Selskabet har vurderet virkningen af [FRS 7 og
den supplerende @ndring til IAS 1 og har vurderet, at de vaesentligste nye oplysningskrav vil veere
analysen af fglsomhad over for markedsrisiko og de krav om kapitaioplysninger, der felger af den
supplerenda andring til IAS 1. Seiskabet vil felge IFRS 7 og den supplerende aendring til 1AS 1 fra og
med regnskabsaret 2007.

Der er desuden offentliggjort felgende nye standarder, fortolkninger og zendringer, som dog ikke er relevante
for selskabet eller selskabets skiiviteter:

+ |AS 19 (Andring), Personaleydelser {med virkning fra 1. januar 2006).

IAS 39 (£ndring), Sikring af pengestremme fra fremtidige interne transaktioner (med virkning fra 1.

januar 20086).

IAS 39 (£Endring), Mulighed for dagsveerdi (med virkning fra 1. januar 2008).

IAS 39 og IFRS 4 (&ndring), Finansielle garantier (med virkning fra 1. januar 2006)

IFRS 1 (&Endring), Ferstegangsanvendelse af IFRS og IFRS & (&ndring), Efterforskning edter og

udvinding af mineralforekomster {med virkning fra 1. januar 2008).

+ |IFRS 8, Efterforskning efter og udvinding af mineraiforekomster (med virkning fra 1. januar 2006).

+ IFRIC 4, Fastlzzggelse af hvorvidt en aftale indeholder en leasingkontrakt (med virkning fra 1. januar
2008),

« IFRIC 5, Andele i nedluknings-, retablerings- og miljgmeessige renoveringsfonde (med virkning fra 1.
januar 2008).

« IFRIC 8, Forpligtelser opstaet som felge af repraesentation pa et saerskilt marked - Affald af elektrisk
og elektronisk udstyr (med virkning fra 1. december 2005).

-

SASB arbejder p& en raekke projekter, som forventes at fare til offentliggerelse af nye standarder, fortolkninger
eller z2ndringer. Disse kan fa vazsentlig indflydelse pa selskabets arsregnskab.

Der ar ikke gjort forsag pa at identificere fremtidige forskelle, som kan pévirke selskabets arsregnskab som
falge af transaktioner eller begivenheder, der kan opsta | fremtiden. Der kan séledes potentielt opsta
vaesentlige forskelle som felge af sddanne transaktioner eller begivenheder, som ikke er identificeret i denne
oversigt over den seneste udvikling i IFRS. Der er ikke gjort forseg pa at identificere oplysnings-,
preesentations- eller klassificeringsforskelle, der ville have indflydelse pa, hvordan fransaktioner, begivenheder
eller resultater vises i selskabets drsregnskab eller i noterne.

Resultatopgareisen
Nettoomsatning

Nettoomsaetningen omfatter milestone-betalinger, royalties og andre indtegter fra forskning og udvikling og
aftaler om forretningsudnytielse. Indteegter indregnes over aftalens lebetid | henhold til aftalens betingelser,
nar indizegten betragtes realiseret eller realiserbar og indtjient. Dette betyder, at de generelie kriterier for
indteegtsfersel skal opfyldes, at alie veesentlige risici og fordele forbundet med sjendomsretten er avergaet til
ksber, at LifeCycle Pharma A/S ikke bibeholder hverken det ledelsesmassige engagement, dar normalt er
forbundet med ejendomsretten, eller effektiv kontrol aver de selgte varer, at nettoomsastningen kan males
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palideligt, at det er sandsynligt, at ekonomiske fordele vil tilflyde selskabet, og at omkostninger, som er afholdt
aller som skal afholdes i forbindelse med transaktionen, kan males pélideligt. Netioomsaetningen er opgjort
med fradrag af moms, gebyrer ¢g rabatter.

Forsknings- og udviklingsomkostninger

Forsknings- og udviklingsomkoestninger omfatter licensomkostninger, produktionsomkostninger, prakliniske og
kliniske forspgsomkosininger, lenninger og andre personaleomkesininger, herunder pension, andre
omkostninger, herunder lokaleomkostninger og afskrivninger vedrarende forsknings- og udviklingsaktiviteter,

Forskningsomkostninger indregnes i resultatopgerelsen, nar de aftholdes. Udviklingsomkostninger indregnes i
resultatopgereisen, nar de afholdes, hvis kravet til aktivering ikke vurderes at vaere opfyldt.

Udviklingsprojekter er karakteriseret ved at en produktkandidat gennemgér et stort antal forseg for at beskrive
sikkerhedsprofilen og effekten pa mennesker fgr indhentelse af de ngdvendige godkendelser af det endeiige
produkt hos myndighederne. Set i lyset af den generelle risiko der er forbundet med vdvikling af
farmaceutiske produkter har {edelsen konkluderet, at man ikke med filstraskkellg sikkerhed kan vurdere de
fremtidige ekonomiske fordele forbundet med individuelle uaviklingsprojekter for projektet er feerdigudvikiet, og
de nedvendige tilladelser er indhentet for slutproduktet. Derfor indregnes - glle udviklingsemkostninger i
resultatopgarelsen | den periode, de vedrarer.

Administrationsomkostninger

Administrationsomkastninger omfatter lanninger og andre personaleomkostninger, herunder pension,
kontorhold, lokalecmkostninger og afskrivninger, der vedrarer administrationsaktiviteterne.

Administrationsomkostningerne indregnes i resultatopgarelsen, nér de afholdes.

Omregning af fremmed valuta

Transaktioner i fremmed valuta omregnes til transakticnsdagens kurs. Tilgodehavender, geeld og andre
monetere poster i fremmed valuta, som ikke er afregnet pd baiancedagen, omregnes tit balancedagens kurs.
Forskelle mellem transzktionsdagens kurs og kursen pa afregningsdagen indregnes i resultatopgerelsen som
en finansiet post.

Finansielle poster

Finansielle indizegter og omkostninger omiatter renteindteegier og renteudgifter, rentedel vedrgrende
finansiele leasingkontrakter samt realiserede og urealiserede valutakursgevinster og -tab pa transaktioner |
fremmed valuta.

Skat

Skat af arets resultat, som bestadr af arets aktuelle skat og endringer t udskudt skat indregnes i
resultatopgerelsen med den del, der kan henfares til arets resultat og direkte pd egenkapitalen med den del,
der kan henferes il egenkapitaltransaktioner. Skatiegeeld eller skattetiigodehavender indregnes i balancen
med den skat, der er beregnet af drets skattepligtige indkomst reguteret for forudbetalf skat.

Udskudt skat indregnes og males ved anvendelse af geeldsmetoden pa alle midlertidige forskelle mellem den

regnskabs- og skattemaessige veerdi af zktiver og forpligtelser. Den skattemeaessige veerdi af aktiverne
udregnes pa basis af den planiagte anvendelse af aktivet.
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Udskudt skat males pa grundiag af de skatteregler og skattesatser, der med balancedagens lovgivning vil
vaere geeldende, nar den udskudte skat forventes udiest som aktuel skat. £ndringer i udskudt skat pa grund af
&ndrede skaftesatser indregnes i resultatopgoerelsen.

Udskudte skatteaktiver, herunder veerdien af fremferbare skattemaessige underskud, indregnes | balancen til
den skennede rezlisationsvaerdi, enten ved modregning | udskudte skatteforpligtelser elier som
nettoskatteaktiver.

Segmentoplysninger

LifeCycle Pharma A/S ledes og drives scm én forretningsenhed. Der er ikke identificeret separate
forretningsomrader eller separate forretningsenheder med hensyn til produktkandidater eller geografiske
markeder. Derfor gives der ikke sagmentoplysainger for forretningsomrader eller geografiske omréder.

Aktiebaseret vederleagelse

Medarbejdere (herunder direktionen), bestyrelsesmedlemmer og andre eksterne konsulenter har faet tildeit
warrants. Akfiebaseret betaling tii medarbejdere (herunder direktionen), bestyrelsesmedlemmer og andre
eksterne konsulenter indregnes lineaert i resultatopgerelsen over optjeningsperioden for warrants tildelt efter
den 7. november 2002, der ikke er optjent den 1. januar 2005, Et tilsvarende beleb er indregnet i en separat
reserve under egenkapitalen.

Det samlede belab, der indregnes over optjeningsperioden, opgeres som dagsveerdien pd tildelingsdagen af
de fildelte warrants.

Balancen

Immaterietle anlaegsaktiver

Immatericlle aniagsaktiver omfatter erhvervede patentrettigheder. Erhvervede patentretiigheder males til
kostpris med fradrag af akkumulerede afskrivninger og nedskrivninger. Afskrivhingsperioden opgeres pa basis
af den forventede skonomiske og tekniske brugstid, og afskrivninger fordeles linegert over den forventede
brugstid, som udger 20 &r.

Materielle anlaegsaktiver

Materielle anlszgsaktiver omfatier procesanlaeg og maskiner, andre anieg, drifismaterie! cg inventar samt
indretning af lejede Ilckaler, Materiglle anlaegsaktiver indregnes til Kostpris med fradrag af akkumulerede
afskrivninger og nedskrivninger. Kostprisen omfatter omkostninger, der direkte vedrerer anskaffelsen af
aktiverne. Efterfalgende omkostninger inkluderes farst i aktiveis regnskabsmeessige veerdi eller indregnes som
et separat aktiv, nar det er sandsynligt, at fremtidige skonomiske fordeie knyttet til akiivet vil tilflyde selskabet,
og aktivets vaerdi kan males palideligt. Al reparation og vedligeholdelse indregnes i resultatopgerelsen | den
periode, de afholdes i

Afskrivninger pAd materielle anleegsaktiver opgeres lineaert for at fordele kosiprisen pé restvaerdien over
aktivernes forventede brugstid, der udger:

Procesanlaeg og maskiner: 7 ar

Andre anlzg, driftsmateriel og inventar: 3-5 &r
indretning af lejede lokaler: 7-9 &r
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Nedskrivning af anlagsaktiver

Den regnskabsmaessige vaerdi af immaterielle og materielle anleegsaktiver gennemgas for at afgere, om der er
indikation af veerdiforringelse, nar begivenheder eller sendrede forhold indikerer, at den regnskabsmassige
vaerdi eventuglt ikke kan genindvindes. Hvis dette er tilfaeldet, gennemferes en nedskrivningstest. Der er fale
om veardiforringelse, hvis  aktivets regnskabsmasssige veerdi  overstiger  genindvindingsveerdien,
Genindvindingsvasrdien opgeres som den hajeste veerdi af aktivets dagsveerdi med fradrag af
salgsomkostninger og kapitalvesrdien. For at kunne afgare vesrdiforringelsen, grupperes aktiverne pa et lavere
miveau, hver der er identificerbare pengestremme (likviditetsskabende enheder). Veaerdiforringelse indregnes i
resultatopgarelsen i de samme poster som de tilherende afskriviinger.

Tilgodehavender fra salg

Tilgodehavender méales i balancen til amortiseret kostpris elier en lavere netiorealisationsveardi, hvilket her
svarer til palydende vaerdi med fradrag af nedskrivning til imedegaelse af tab. Nedskrivninger til tab opgares
pa grundiag af en individuel vurdering af de enkelte tilgodehavender.

Andre tilgodehavender

Ved ferste indregning, males andre tilgodehavender til dagsveerdi, og efterfalgende males de til amortiseret
kostpris efter den effektive rente-metode med fradrag af hensaetielse til nedskrivaing. Nedskriviinger baseres
pa en individuel vurdering af hvert tilgedehavende.

Periodeafgransningsposter

Periodeafgransningsposter opfart som aktiver omfatter afhoidte forudbetalte omkostninger. der vedrerer
efterfeigende regnskabsar, og males til amortiseret kostpris.

Likvide beholdninger

Likvide beholdninger omfatter kontante beholdninger og indestaender i finansielle institutioner.

Egenkagpital

Aktiekapitalen omfatter den nominelle veerdi af selskabets ordinare aktier, som hver har-en nominai veerdi pa
DKK 1.

Ovarkursfonden indehoider den overkurs, der er betalt ud over sktiernes nominelle vaerdi i foroindeise med
selskabets kapitalforhejelse med fradrag af eksterne omkostninger, som direkte vedrerer kapitalforhajelsen.
Hensatte forpligtelser

Hensatte forpligtelser indregnes, nar selskabet har en retslig eller faktisk forpligielse somn felge af
begivenheder indtruffet for eller pa balancedagen, og det er sandsynligt, at seiskabet ma afgive gkonomiske
fordele for at indfri forpligtelsen. Hensatte forpligtelser males pa grundlag af en vurdering af de omkostninger,
der er nedvendige for at indfri forpligtelsen pa balancedagen. Hensatte forpligteiser, der ikke forventes indfriet
inden for et ar fra balancedagen, males til nutidsvaerdi.

Finansiel ieasing

Leasingkontrakter vedrerende materielle anleagsaktiver, hvor selskabet har alle vezsentiige risici og fordele
forbundet med ejendomsretien, klassificeres som finansiel leasing. Finansielie leasingkontrakter indregnes
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ved kontraktens indgaeise til dagsvaerdien af leasingaktiverne eller til nutidsveerdien af minimumsydelserne,
hvis denne er lavere. Hver enkelt leasingydelse fordeles mellem et forpligtelseselement cog et
finansieringselement, saledes at der cpnds en konstant rente pd den udestaende finansieringssaldo. Den
tilsvarende renteforpligtelse med fradrag af finansieringsoemkosiningerne indregnes under gvrige lang- ¢g
kortfristede forpligtelser. Renteelementet af finansieringsomkostningen indregnes som en finansieringsudgift
over leasingperioden, séledes at der cpnas en konstant periodisk rente pa den resterende forpligielse for hver
periode. Finansielle leasingaktiver afskrives over aktivets ekonomiske levetid eller over leasingperioden, hvis
denne er kortere.

Operationel leasing

Leasingkentrakter, hvor en betydelig del af alle risici og fordele forbundet med ejendomsretten bibeholdes af
udiejer, klassificeres som cperatione! leasing. Betalinger foretaget i forbindelse med cperationel leasing {med
fradrag af eventuelle incitamenter medtaget fra udlejer) udgifisferes linesr | resultatopgsreisen som
forsknings- cg udviklingsomkostninger eller under administrationsomkostninger afhaangig af anvendelsen af
aktivet,

Gaeldsforpligtelser

Geeldsforpligtelser, der omfatter leverandargaeld og anden geeld, males til amortiseret kostpris, hvilket normalt
svarer til nominel vaerdi.

Periodeafgransningsposter

Periodeafgreensningsposter under passiver angiver den del af neitcomseaetningen, der ikke er indregnet som
indteegt. Posten angiver den del af nettoomsatningen, der kke er indregnet som indtesgt straks ved
modtageisen af betalingen, og som vedrgrer aftaler, der er opdelt i flere uadskillelige elementer.

Finansielle risici

Seiskabets likvider er placeret pd anfordringskonti eller kortfristede aftalekonti. Renterisikoen anses for at
vaere ubetydelig i forhold it seiskabets generelle drift.

Selskabet afdeekker ikke finansielle risici. Ledelsen vurderer og cvervager ngje selskabets valuta- og rente
ficisi.
Afledte finansielle instrumenter

Selskabet har ingen afledte finansielle instrumenter.

Noegletal
Aktiver | alt
Aktiver/egenkapital = Egenkapital
ATP ialt
Gennemsnitligt antal medarbejdere = Arlig ATP pr. medarbejder
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Basis EPS

Basis EPS opgares som arets resultat af fortsasttende driftsaktiviteter for pericden, der vedrerer selskabets
ordingere aktier, efter fradrag af prasferenceudbytte, divideret med veegtet gennemsnitligt antal udsiedte
ordingere aktier.

Udvandet EPS

Udvandet EPS opgeres som arets resultat af fortsestiende driftsaktiviteter for pericden, der vedrarer
selskabets ordinesre aktier, efter fradrag af preeferenceudbytte, divideret med vasgtet gennemsnitligt antal
udstedte ordinazre aktier reguleret for en formedet udvandingseffekt af udstedte egenkapitalinstrumenter i form
af konvertible ga&ldsinstrumenter og tildelte udstaende warrants, der kan konverteres til ordinaare aktier.

Da selskabet har realiseret et tab, er der ikke foretaget regulering for udvandingseffekt.

Pengestremsopgerelse

Pengestromsopggrelsen er udarbejdet pa basis af den indirekte metode med udgangspunkt i driftsresuliatet
og viser pengestremmene opdelt pa drifts-, investerings- ¢g finansieringsaktivitet, samt selskabets likvider ved
arets begyndelse og siuining.

Pengestram fra driftsaktiviteten opgaeres sem Arets driftsresultat reguleret for ikke kontante resultatpester som
af- og nedskrivninger, aktiebaseret vederlaaggeise, andringer i driftskapitalen samt finansielle indtaegter og
udgifter.

Pengestram fra investeringsaktiviteten omfatter pengestremme fra keb og salg af immaterielle og materielle
anleagsaktiver. '

Pengestrem fra finansieringsaktiviteten omfatter pengestremme fra udstedelse af akiier med fradrag af
omkostninger, optagelse og tibagebetaling af langfristede gaeldsforpligtelser, herunder afdrag pa finansielle
leasingkontrakter.

Likvider bestar af kontante beholdninger og bankindestaende.

Pengestramsopgerelsen kan ikke udledes alene af arsregnskabet.

Note 3
Kritiske regnskabsmassige sken og vurderinger

Sken og vurderinger foretages igbende pé basis af historisk erfaring og andre faktorer, herunder forventninger
tii fremtidige begivenheder baseret pa de foreliggende forhold.

Krifiske regnskabsmasssige skan
| regnskabséaret er der ikke foretaget regnskabsmazssige sken, der involverer en vezsentlig risiko for betydalige
reguleringer til aktiver og passiver p2 balancedagen.

Kritiske regnskabsmaessige skan vedrarende selskabels regnskabspraxsis

Ifelge |AS 38 "Immaterielle anlegsaktiver”, skal immaterielle anlaegsaktiver fra udviklingsprojekter indregnes |
balancen, hvis kriterierne for aktivering vurderas at vaere opfyldt. Det betyder (1) at udviklingsprojektet er klart
defineret og identificerbart, (2) at den tekniske udnyitelsespotentiale er blevet pavist, og at tilstraskkelige
ressourcer kan pavises til dets feerdiggoarelse af udviklingsarbejdat og markedsfaring af slutproduktat aller til
anvendelse af produktet internt i virksomheden, og (3) at selskabets ledelse har indikeret, at man har til
hensigt at producere og markedsfere produkiet eller anvende det internt | virksomheden. Endeligt skal det
kunne dekumenteres med tilstreekkelig sikkerhed, at den fremtidige
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nettocmsaetning fra  udviklingsprojektet vil overstige produktions- og udviklingsomkostningerme  sarmt
produktets salgs- og administrationsomkostninger.

Udviklingsomkostninger vedrerende individuelle projekter indregnes kun sem aktiver, hvis der er tilstrezxkelig
sikkerhed for, at fremtidige indtagter fra de individuelle projekter vil cverstige bade produk-tions-, salgs- og
agministrationsomkostningere samt produktets faktiske udviklingsomkostninger. Det er tedelsens vurdering,
at der generelt er en stor risiko forbundet med udviklingen af farmaceutiske produkter, og derfor er der ikke pa
nuvaerende tidspunkt tilstraskkelig sikkerned for fremtidige indteegter. Fremtidige ekonomiske fordele ved
produktudvikling kan ikke fastsasttes med tilstraekkelig sikkerhed, fer udviklingsaktiviteterne er tilendebragt, og
de nedvendige tilladelser er indhentet. Derfor har ledelsen besluttet at udgifisfere palebne
udviklingsomkostninger i den periode, de vedrgrer.

Note 4

Effekt af @adringer i regnskabspraksis

Virkningen af zendringer i anvendt regnskabspraksis som beskrevet i note 2 pé tidligere aflagte regnskabstal
vedrarer fglgende:

Aktiebaseret aflgnning angdende warranis tildelt efter den 7. navember 2002 og opijent efter den 1. januar
2005 blev ikke tidligere udgiftsfert. Som falge af anvendelsen af IFRS 2, er warrants, der er tildelt efter den 7.
november 2002 og ikke cptjent den 1. januar 2005, udgiftsfart med tilbagevirkendse kraft.

Virkningen er falgende:

Tidligere anvendt Virkning af Anvendt
regnskabspraksis andring af regnskabspraksis
DKK ‘000 regnskabspraksis DKK ‘000
DKK ‘000
Resultatopgerelse 2004
Forsknings- og udviklingsomkostninger (36.096) (448) (36.542)
Administrationsomkostninger (12.053}) (490) (12.543)
Driftsresuliat (47.034) (936) (47.970)
Arets resultat (47.315) (936) (48.251)
Egenkapital 1. januar 2004
Qverkurs 12.384 17.910 30.294
Reserve {or aktiebaseret vederlseggelse 0 164 164
Overfart resultat 0 (18.074} {18.074)
Egenkapital (14.130) 0 (14.130)
Egenkapital 31. December 2004
Cverkurs c 57.411 57.411
Reserve for aktiebaseret vederlaeggelse o] 1.100 1.100
Overfart resuliat (7.815) {58.510) (66.325)
Egenkapital (5.180) 0 (5.180}

Som en konsekvens af zndringen i den anvendte regnskabspraksis, er der foretaget nogle mindre
omklassificeringer og overkurs, som tidligere blev overfert til at deekke overfart resultat, er blevet tilbagefort.

| farbindelse med a=ndringen af regnskabspraksis, blev det endvidere besluttet at e&endre resultatopgerelsen til
at vaere funktionsopdelt. Tidligere var resultatopgarelsen artsopdelt.
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Note 5

Af- og nedskrivninger

2004 2005
DKK ‘000 DKK ‘000
Licenser og rettigheder 58 53
Procesanlag og maskiner 1.160 2.1
Andre anlaeg og inventar 158 162
indretning af lejede lokaler 537 860
Gevinsttab ved salg af materielie 84 0
anlzzgsaktiver
MNedskrivning af udlebet patent 0 85
}alt 1.994 4.071
Fordeit pa:
2004 2005
DKK ‘000 DKK ‘000
Forsknings- og udviklingsomkostninger 1.782 3.909
Administrationsomkostninger 242 162
| alt 1.994 4.0M

LifeCycle Pharma A/S
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Note 6

Medarbejderforhold

2004 2005
DKK ‘000 DKK '000
Lanninger 15.134 25.688
Pensionshidrag 1.315 2.146
Andre omkosininger til social sikring 112 204
Aktiebaseret vederizeggelse 936 2.040
| alt 17.497 30.078
Fordelt pa;
2004 2005
DKK 000 DKK 000
Forsknings- og udviklingsomkostninger 12.316 21.510
Adrministrationsomkostninger 5.181 8.568
| alt 17.497 30.078
Gennemsniiligt antal beskaftigede medarbejdere 21 35
Vederlag til bestyrelse, direktion og andre ledende medarbejdere:
2004 2005
DKK ‘000 DKK ‘000
Bestyrelse
Aktiebaseret vederleeggelse 14 407
Direktion
Bruitolan 3.545 3.865
Sonus 462 169
Aktiebaseret vederlzggelse 418 391
Andre ledende medarbejdere
Bruttolan 1.850 2.799
Bonus 0 324
Aktichaseret vederleggelse 129 376

Pensionsordninger er bidragsordninger, og LifeCycle Pharma A/S har ingen yderligere forpligtelser.

LifeCycle Pharma A/S
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Note 7

Finansielle indtaegter

2004 2005
DKK ‘000 BKK ‘000
Valutakursgevinster [ 326
Andre finansielle indtaegter 179 819
lalt 178 945
Note 8
Finansielle omkostninger
2004 2005
DKK ‘000 DKK ‘000
Valutakurstab 7 0
Renter, finansiel leasing 355 1.180
Renteudgifter 0 586
Renteudgifter, aktionzerer 23 13
Andre finansielle omkostninger 75 0
}alt 460 1.779

LifeCycle Pharma A/S
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Note 9

Skat og udskudt skat

2004 2005
DKK 000 DKK ‘000

Arets skat 0 0
Kan forklares saledes:
Arets resultat far skat (48.251) {91.636}
Beregnet skat af drets resultat for skat (2004: 30% og 2008: 28%)

{14.475) (25.658)
Andring | ikke akiiveret skatiemaessigt underskud fil fremfersel 13.086 22.712
ZEndring i ikke aktiveret anden udskudt skat 1.057 2.685
Andre permanente reguleringer 332 261
Aret skat 0 ]
Skatteprocent 30% 28%
Beregnet udskudt skatteaktiv 19.548 43642
Nedskrivning til skennei vaerdi (19.548) {43.842)
Regnskabsmassig vardi 0 v}
De udskudte skafieaktiver er sammensat saledes:
Immaterielle aktiver (40) (78)
Materielle anlegsaktiver 2.210 3.522
Indretning af lejede lokaler 2074 1.858
Finansiel leasing {6.774) (8.491)
Periodeafgraensningsposter 300 1.197
Geeld (90} {1.827)
Skattemaessig underskud il fremfarsel (18.228) {39.725)

(19.548) (43.642)

De udskudte skatteaktiver er nedskrevet, da det er usikkert om skatteakliverne kan realiseres i den frérniidige indtjening. De

udskudte skatteaktiver foraldes ikke.

LifeCycle Pharma A/S
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Note 10

immaterielle anlagsaktiver

31. december

31. december

LifeCycle Pharma A/S

2004 2005
Licenser og rettigheder DKK 000 DKK ‘000
Kestpris 1. januar 1.100 1.100
Tilgang 0 0
Afgang 0 (100}
Kostpris 31. december 1.100 1.000
Afskrivninger 1. januar (78) (133)
 Afskrivninger (55) (53)
Afskrivninger pé arets afgang 0 15
Afskrivninger 31. december (133) (171)
Regnskabsmzaessig vaerdi 31, december 967 829
Vaegtet gennemsnitlig restipbetid pa licenser og rettigheder er ca, (ar) 18 17
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Note 11

Materielle anlgsaktiver

Procesanlag og maskiner

31. december

31. december

2004 2005
DKK ‘000 DKK ‘000
Kostpris 1. januar 1.131 10.734
Tilgang 6.426 8714
Overfart fra forudbetalinger for materieile anleegsaktiver 3177 1.000
Afgang 0 0
Kostpris 31. december 10.734 20.448
Afskrivninger 1. januar (87) {1.227)
Afskrivninger {1.160) {2.511)
Afskrivninger pa arets afgang 0 0
Afskrivninger 31. december (1.227) (4.138)
Regnskabsmassig vaerdi 31. december 9.507 16.310
Regnskabsmaessig veerdi af indeholdte finansielt leasede akiiver udger 9.029 15.058

Andre anlag, driftsmateriel og inventar

31. december

31. december

2004 2005
DKK ‘000 DKK ‘000
Kostpris 1. januar 450 631
Tilgang 293 0
Afgang (112) 0
Kostpris 31. december 631 631
Afskrivninger 1, januar (144) {274)
Afskrivninger (158) {162)
Afskrivninger pa arets afgang 28 0
Afskrivninger 31. december (274} (436)
Regnskabsmassig vardi 31. december 357 195
Regnskabsmaessig veerdi af indeholdie finansich [sasede akiiver udger 228 143
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Indrething af lejede lokaler

31, december

4 i e e Bt s b b e -

31. december

2004 2005
DKK ‘000 DKK ‘000
Kostpris 1. januar o} | 7.450
Tilgang 7.450 583
Afgang 4] o]
Kostpris 31, december 7.450 8.033
Afskrivninger 1. januar o} {537)
Afskrivninger (837) (860)
Afskrivninger pa arets afgang 0 ¢
Afskrivninger 31. december (537) {1.397)
Regnskabsmassig veerdi 31. december 6.913 6.636
Regnskabsmaessig vaerdi af indeholdte finansielt leasede aktiver udgar 6.813 6.636

Forudbetalinger for materielle anlagsaktiver

31. december

31. december

2004 2005
DKK ‘000 DKK ‘000
Kosipris 1. januar 3177 1.000
Tilgang 1.000 4.275
Overfert til procesanlzeg g maskiner (3.177) {1.000}
Kostpris 31. december 1.000 4.275
Afskrivninger 1. januar 0 0
Afskrivninger 0 0
Afskrivninger pa drets afgang 0 0
Afskrivninger 31. december 0 0
Regnskabsmassig vaerdi 31. december 1.000 4.275
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Note 12

Forudbetalinger - omsatningsaktiver

Forudbetalinger omfatter forudbetalte abonnementer og leasing for 2004. Forudbetalinger omfatter i 2005

abonnementer, forsikring, pension og indskud vedrarende patentomkostninger samt forudbetalte

omkostninger.

Note 13

Aktiekapital

Selskabets aktiekapital pa nom. DKK 4.428.569 er fordelt pa fire aktieklasser pa nom. DKK 1.518.703 A-aktier,
nom. DKK 1,125 844 B-aktier, nom. DKK 1.274.471 C-aktier og nom. DKK 509.5851 D-aktier.

D-, C- og B-aktierne har prasferencerettigheder (hvor D-aktier har prasference i forhold til C-aktier og C-aktier
har praeference i forhold til B-aktier) til at modtage udbytte | tilfeelde af saedige begivenheder, som omfatter - ud
over likvidation og oplasning af selskabet - fusion eller salg af D-, B~ og C-aktier, der forer tit en zndring af
den bestemmende indflydelse i selskabet (en defaljeret beskrivelse findes i selskabets vedtaegter). C-aktierne

har ogs visse anti-udvandingsrettigheder.

Aktiernes omsaettelighed (uanset klasse) er underlagt bestyrelsens godkendelse med hensyn til cverholdelse
af overdragelsesprocedurer anfert i eventuelle aktionaeroverenskomster meddelt bestyrelsen.

Kontantkapitalforhajelsen pr. 5. december 2005 er ikke blevet registreret hos Erfvervs- og Selskabsstyrelsen
pr. 31. december 2005, da kontantbelebet ikke var betalt fuldt ud pr. 31. december 2005.

DKK 9,8 mio. er inkluderet som tiigodehavende fra kapitalforhejelsen. Pr. 13. januar 2006 er hele belgbet

indbetalt.

Andring af aktiekapital fra 2002 til 2005:

Aktieklasser

A B C D lalt

Stiftelse 21/3 2002 500.000 500.000
Kapitalforhajelse 13/6 2002 500.000 500,000
Kapitalforhejelse 29/8 2003 746.370 746.370
Kapitalforhajelse 2213 2004 508.425 379.474 887.899
Kapitalforhajelse 11/8 2005 1.274.471 1.274.471
Kapitalforhajelse * 22/8 2005 10.278 10.278
Kapitalforhajelse 512 2005 509.551 509.551

1.518.703 1.125.844 1.274.471 509.551 4.428.569

* Udnyitelse af warranis, fratradte medarbejdere
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Note 14

Finansielle risici

Rente- og valutarisici

Falgende kontraktlige forhold bar bemaerkes vedrarende finansielle akiiver og passiver.

31. december  31. december

2004 2005
DKK ‘000 DKK ‘000
Anfordringsindlan 9 87.208
Gennemsnitlig variabel rente 2,02 % 2,04 %
Anfordringstan 836 0
Gennemsnitlig variabel rente 212% 2,14 %
Anfordringsindian i EUR - 11.566
Gennemsnitlig kurs - 745,17

Selskabets praksis er at undgd eventuelle finansielle risici. Selskabet har ikke foretaget transaktionar aller
indgaet aftaler med vaesentligt inaende finansiglle risici.

Selskabet afdeekker ikke transaktioner. Ledelsen vurderer og overvdger labende selskabets valutarisici og
renterisici. Selskabets netto-fremmedvalutaposition fremgér nedenfor:

31, december  31. december

2004 2005
Uso (2.000) (851.402)
EUR (112.741) (288.561)
SEK (1.753} {30.000)
GBEP (23.579)
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Kreditrisiko

Der eringen vaesentlig kreditrisiko.

Note 15

Warrants

Selskabet har oprettet et warrant-program for bestyrelse, direktion, ledende medarbeidere, andre
medarbejdere, eksterne konsulenter og rédgivere.

Alle warrants tildeles af selskabets aktionaerer eller bestyrelse i henhold til gyldig bemyndigelse i selskabets
vedtaagter og under forudsaetning af, at betingelserne overholder gyldig tovgivning indarbejdet i vedtaegterne.

Warrants optjienes normalt med 1/36 pr. maned fra udstedelsesdatoen. 181.841 warrants opfjenes dog fra
warrantindehaverens anssettetsesdato og 138.645 warrants er ikke underlagt en opiieningsperiode.

Optiening og udnyttelse af warrants er principielt betinget af, at warrantindehaveren er ansat ifer tilknyttet
seiskabet.

| tiifaslde af selskabets likvidation, fusion, spaltning eller salg eller gjerskifte af mere end 50% af selskabets
aktiekapital, kan warrant-indehaverne tildeles en ekstraordinaer udnyttelsesperiode umiddelbart fer
transaktionen, hvor de kan udnytte deres warrants.

Warrant-programmerne indeholder anti-udvandingsbestemmelser i tilfzelde af visse andringer i selskabets
aktiekapital fer udnyttelsen.

Direktionen, ledende medarbejdere og andre medarbejdere

Optjening af warrants tildelt for 1. juli 2004 opharer ved ansatielsens opher vanset drsagen til ansasttelsens
ophar. Opfjening af warrants tildelt efter 1. juli 2004 ophorer fra anseettelsens opher hvis i)
warrantindehaveren siger op, uden at dette skyldes kontraktbrud fra selskabets side, eller i) hvis selskabet
opsiger medarbejderen med gyldig anledning. Warrantindehaveren vil dog have ret til at udnytte optiente
warrants i den ferst kommende udnyttelsesperiode efter anssettelsens opher. Hvis den ferste
udnyttelsesperiode efter ansesttelsens opher falder indenfor 3 méneder efter ansaettelsens opher, har
warrantindehaveren yderligere ret til at udnytte sine warrants i den efterfalgende udnyttelsesperiode. | alle
andre tilfaelde end (i} og (i) ovenfor eller i tilfeelde af warrantindehaverens ded, hvor alle warrants bliver
ugyldige, fortsaetter cptjening af warrants, der er fildeit efter 1. juli 2004, p& samme méde, som hvis
medarbejderen fortsat var ansat | seiskabet.

Bestyrelsesmedlemmer, konsulenter og radgivere

Udnyttelsen af warrants tildelt bestyrelsesmedlemmer, kensulenter og rédgivere er under forudseetning af, at
warrantindehaveren er tilknyttet selskabet som henholdsvis bestyrelsesmedlem, konsulent eller radgiver pa
udnyttelsesdatoen. Hvis warrantindehaverens stilling er opsagt, uden at dette skyldes warrantindehaverens
handling eller forsemmeise, har warrant-indehaveren ret til at udnyite optjente warrants i de forudbestemte
udnyttelsesperioder,

Pr. 31. december 2005 havde selskabets aktioneerer og bestyrelsesmedlemmer tiidelt | alt 765.515 warrants til
bestyrelsen, direktionen, ledende medarbejdere, andre medarbejdere, eksterne konsulenter og radgivere. Af
disse er i alt 10.278 warrants udnyttet og 56.781 er blevet annulleret. Skemaet herunder viser de tilcelte og
udestaende warrants,
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Warrants - fortsat

Antal warrants

Udestaende warrants 1. januar
2003

Tildelt i aret

Annullerat i aret

Udestaende warrants 31. december
2003

Udestaende warrants 1. januar
2004

Tildelt | aret

Annuileret i &ret

Udestaende warrants 31. december
2004

Udestaende warrants 1. januar
2005

Tildelt i aret

Udnyltet i &ret

Annuilerat i &ret

Udestaende warrants 31. december
2005

LifeCycle Pharma A/S

Medarbeidere Ledelse Bestyrelse Andre lalt
eksterne
konsulenter
¢ ¢ 0 0 0
1189.900 132.878. 25,882 4.000 282.758
(27.059) 0 0 0 (27.059)
192.841 132.976 25.882 4,000 255.699
Medarbejdere Ledeise Bestyrelse Andre | alt
eksterna
konsulenter
§2.841 132.978 25882 4.000 255.699
147.108 137.149 o 4,500 288.757
0 0 0 0 0
239.949 270,125 25.882 8.500 544.456
Medarhejdere Ledelse Bestyrelse Andre | ait
eksterne
konsulenter
239.949 270.125 25.882 8.500 544.456
109.500 15.000 67.500 2.000 194,000
(10.278) 0 0 0 {10.278}
(29.722) 0 0 0 (29.722)
308.448 285.125 93.382 10.500 698.456
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Warrants - fortsat

Kompensationsomkostninger vedrorende warrants

Dagsvaerdien af warrants tildelt i perioden er baseret pa Black-Scholes modellen under falgende
forudsaetninger: i) en volatilitet pa 35%, i) ingen udbytteudbetaling, iii) en risikofri rentesats som nadenfor og
v} en warrant-levetid opgjort som gennemsnittet af pericden mellem udnyttelsesdatoen og udlgbsdatoen.

Volatiliteten er opgjort p& basis af en analyse af en gruppe af danske og europasiske medicinalvirksomheder
og bioteknologiske virksomheder, da LifeCycle Pharma A/S har visse trask tilfalles med en bioteknologisk
virksomhed, samtidig med at selskabet med.dets betydelig kortere udviklingsfase har traek tilfzlles med en
medicinalvirksomhed. P& denne baggrund, er volatiliteten sat til 35%, som udger gennemsnittet for volatiliteten
pa mere end 3 &r for den udvalgte gruppe. Rentesatsen er obligationsrentesatsen pd en 3-arig statsobligation

pa datoen for tildefingen.

Det har ikke vaeret muligt at fastsaette vaerdien af ydelser leveret af eksterne konsulenter og radgivere (andre
eksterne Konsulenter). Veerdien af disse ydelser er opgjort ifglge de samme principper som for medarbejdere.

De samlede omkostninger for tiidelte warrants indregnet i resultatopggrelsen er felgende:

2004 2005
DKK ‘000 DKK ‘000

Medarbejdere
- Ferskning og udvikling 446 1.028
- Administration 31 166
Oirektionen 418 391
Bestyrelsen 14 407
Andre eksterne konsulenter 2 47

836 2.040

Nedenfor specificeres optjente warrants, der kan udnyttes:

Optjente warrants pr.

31. december

31. december

2004 2005

Medarbejdere
- Farskning og udvikling 55.864 63.524
- Administration 7.176 10.973
Direktionen 82.422 94.208
Bestyrelsen 8.827 11.405
Andre eksterne konsulenter 2.458 3.222

156.547 183.332

LifeCycle Pharma A/S

32



Arsrapport for 2005

Warrants - fortsat

Nedenfor specificeres vaegtet gennemsnitlig udnyttelseskurs og forventet levetid:

Tildelingsdato Vagtet Vaegtet
gennem- gennem-
shitlig shitlig

Antal udnyitelses- udnyttelses-
Tildelingsar warrants kurs {DKK) periode
{méned)

4, april 2003 147.861 10,00 100,00

29. august 2003 35,986 29,53 96,00

3. oktober 2003 66.602 29,53 95,00

19. december 2003 5.250 29,53 93,00

Ultimo 2003 255.699 18,24 97,99

22, marts 2004 157.507 31,54 90,00

28, april 2004 68.250 31,54 89,00

16. juni 2004 55.000 31,54 87,00

186. december 2004 8.000 31,54 93,00

Ultimo 2004 544.456 25,29 87,73

17. marts 2005 53.500 31,54 90,00

20. juni 2005 9.500 89,20 87,00

21. september 2005 45,500 89,20 84,00

17. oktober 2005 25.000 89,20 83,00

7. november 2005 12.500 89,20 82,00

18. november 2005 30.000 89,20 82,00

12. december 2005 18.000 145,49 81,00

16. juni* 2004 (10.000) 31,54 87,00

28, april * 2004 (30.000) 31,54 §9,00

Ultimo 2005 698.456 39,72 77,56

*Warrants fra tidligere perioder annulleret/udnytiet i 2005.

LifeCycle Pharma A/S
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Note 16
Finansiel leasing
Selskabet har finansielle leasingforpligtelser angaende materielle anlaegsaktiver.

Geelden vedrerende disse forpligtelser er indregnet i balancen. Fremfidige minimumsydelser samt
nutidsvaerdien kan specificeres séledes:

Mimimumsydelse, finansielle leasingforpligteiser

31. december 31. december

2004 2005
DKK ‘000 DKK 000

<1&r 4.080 £.580
Fra 1 til 5 ar 12,472 20,085
> 8 ar 5.999 7.867
| alt 22.561 34.542
Finansieringselement (3.314) (4.218)
| alt 19.247 30.324

Nutidsveerdien af finansielle

leasingforpligtelser 31. december 31. december

2004 2005
DKK ‘000 DKK ‘000
<1 ar 3.082 5.044
Fra 11l 5 ar 10.158 17.181%
>5ar 5.997 8.088
lalt 19.247 30.324

Selskabet har ret til at erhverve de finansieli leasede aktiver ved leasingaftalen udleb. En gennemsnitlig intern
rentesats p& 4,82% er anvendt ved indregning. Den regnskabsmaessige veerdi af finansielle
leasingforpligtelser er pa alle vaesentlige punkter lig markedsvaerdien.
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Note 17

Andre forpligtelser

31. december

31. december

2004 2005
DKK ‘000 DKK ‘000
Lejeforpligtelser 38.239 31.669
Cperaticnel leasingforpligtelser vedrarende materielle anleegsaktiver 968 2.434
Leje- og operationel leasingforpligtelser i alt 39.207 34,103
Kebsforpligtelser vedrerende materielle anlaegsakiiver 2.434 4.275
falt 41.641 38.378

Leje- og operationel leasing i alt forfalder saledes:

31. december

31. december

2004 2005
DKK ‘000 DKK ‘000
<14 4.504 4.212
Fra 1 1il 5 ar 16.074 14.607
> 5 ar 18.629 15.284
lalt 39.207 24.103
2004 2005
DKK ‘000 DKK ‘000
Udgiftsfarte leje og operationel leasing udgar 1.572 4.424

LifeCycle Pharma A/S
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Note 18

Naertstiende parter

H. Lundbeck A/S:

| 2003 indgik LifeCycle Pharma A/S en Transfer and Licence aftale med H. Lundbeck A/S, som giver H.
Lundbeck A/S ret til at generhverve patentrettigheder udstedt at H. Lundbeck A/S i tilfselde af LifeCycle
Pharma A/S’ insolvens elier likvidation.

2004;

H. Lundbeck A/S {aktionaer):

LifeCycle Pharma A/S har leaset biler samt ngdvendig administratlv assistance fra H. Lundbeck A/S.
TDKK: §17.

H. Lundbeck A/S har stillet genkebsgaranti med begraenset varighed for leasingkonirakt indgéet af
LifeCycle Pharma A/S. DKK: 0

LifeCycle Pharma A/S har en licens- og forskningssamarbejdsaftaie med H. Lundbeck A/S. DKK: &

Pr. 31. december 2004 udger det skyldige beleb til H. Lundbeck A/S. TDKK: 547

2006:

H. Lundbeck A/S (aktionaer):

Pr. 31

LifeCycle Pharma A/S har leaset biler samt nedvendig administrativ assistance fra H. Lundbeck A/S.
Cphert i 2005. TDKK: 338.

H. Lundbeck A/S har stillet genkebsgaranti med begraenset varighed for leasingkontrakt indgéet af by
LifeCycle Pharma A/S. Ophert i 2005. DKK: 0

LifeCycle Pharma A/S har en licens- og forskningssamarbejdsaftale med H. Lundbeck A/S. DKK: G

LifeCycte Pharma A/S har en aftale cm anvendelse af produktionsanlzeg hos H. Lundbeck A/S. DKK:
1]

LifeCycle Pharma A/S har en aftale med H. Lundbeck A/S, Engineering and Technical Operations om
vedligeholdelse og service pa selskabets anleg. TDKK 518,

LifeCycle Pharma A/S har en licensaftale med H. Lundbeck A/S. DKK: 0

. december 2008 udgar det skyldige belab til H. Lundbeck A/S. TDKK: 46

Andre tilknyttede parter:

| maj 2003 kebte LifeCycle Pharma A/S videnrettigheder til Self Cleaning Spay Nozzle Technology for
TDKK 100, og i ferbindelse med kebet at disse videnrettigheder indgik selskabet en licensaftale med
S.8. Rustfri A/S om anvendelse af selskabets Self-Cleaning Spray Nozzle Technology uden for det
medicinske omrade. | 2004 blev Michasl Wolff Jensen udnasvnt til formand for bestyrelsen i 8.5.
Rustfri A/S. TDKK: 35

| 2005 har LifeCycle Pharma A/S indgaet en aftale med Pharmasteel A/S om keb af
produktionsudstyr for DKK 8,8 mic. Per Holm ejer 33% af aktierne i Pharmasteel A/S. | 2003: TDKK:
3.057,12004: TDKK: 1.623 og | 2003: TDKK: 6.623.

Medlemmer af direktionen og bestyreisen og andre aktionarer

Direkticnen og bestyrelsen har modtaget vederlag som beskrevet i note 6 og note 15.
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Note 19
Ejerforhold

Felgende aktiongrer gjer minimum 5% af selskabets aktiekapital:

Alta BioPharma Partners |1l L.P,
H. Lundbeck A/S

Novo A/S

Nordic Biotech K/S

H. Lundbeck A/S, Otiliavei 8-11, 2500 Valby, var selskabets mederselskab indtil 2004. H. Lundbeck A/S er den
mindste og den sterste koncern, der udarbejder koncernregnskab, hveri LifeCycle Pharma A/S indgdr.
Koncernregnskabet kan rekvireres hos H. Lundbeck A/S.

Note 20

A&ndring i driftskapital

31. december 31. december

2004 2005
DKK ‘000 DKK ‘000
Andre tilgodehavender (1.008) (6.412)
Periodeafgraensningsposter (32) (2.334)
Leverandergseid 1.737 7.011
Gaeld tii aktioneer 352 (501)
Anden gaeld 743 990
lalt 1.791 (1.246)

LifeCycle Fharma A/S 37



