






The group recognises the value of a strong 
environmental policy, and always adheres 
quickly to regulatory requirements as well 
as observing its own in-house environmen-
tal objectives. 

Respect for neighbours and the local 
community is a matter of course. Construc-
tion of a new wastewater treatment plant 
at the manufacturing facility in Sandefjord 
began in 2007 and was completed in Febru-
ary 2008. Although temporary routines and 
actions were adopted owing to the capacity 
limitations of the former treatment plant, 
Pronova BioPharma regrettably had issues 
with waste water in 2007. Throughout the 
building of this plant, the group pursued a 
close dialogue with the Norwegian Pollution 
Control Authorities to ensure that the plant 
not only fully solves the previous issues but 
also improves Pronova BioPharma’s over-
all environmental profile. As such, the new 
wastewater treatment plant will reduce fatty 
acid, nitrogen and chemical oxygen demand 
in effluent water by more than 50 per cent.

Site safety matters
Pronova BioPharma’s production facili-
ties are modern, and the installation of 
safety mechanisms has played an integral 
part in the design of the plant. The group 
believes the employees have a good work-
ing environment, and devotes significant 
resources to providing them with an edu-

cation in sound health, safety and envi-
ronmental practices. The commitment in 
this area ensures that the group is able to 
achieve and maintain exceptional stand-
ards for working conditions. This is re-
flected in the significant reduction in em-
ployee sickness absence, which was 2.1 
per cent in 2007 compared with 4.6 per 
cent the year before. Pronova BioPharma 
recognises that, in addition to driving 
efficiency, site safety is a basic require-
ment in ensuring a good working environ-
ment for employees. 

Continuous improvement
Group development requires continuous 
improvement across all areas and all lev-
els in the organisation. Reporting of inci-
dents, near misses, and observations is the 
strongest tool to support this continuous 
improvement in health, safety and environ-
mental performance.

During 2007, the organisation at the 
Sandefjord plant improved the reporting 
system and culture. Reporting and han-
dling of incidents are part of all employ-
ees’ way of working.

The main focus in 2008 will be on better 
training for operators and an upgraded pro-
gramme of safety inspections to continue 
this improvement and ensure that the group 
complies fully with in-house procedures and 
official regulations.

Caring for people and the environment is a fundamental core value for 
Pronova BioPharma. As a producer of naturally derived pharmaceutical 
products the group is dependent on a healthy environment. 

Health, safety and the environment:

Putting words into action
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Directors’ report:

Strong progress
A sharp increase in production volume combined with strong growth in 
end-user sales made 2007 an excellent year for Pronova BioPharma. 
Consolidated operating revenues totalled NOK 1 013.8 million, up by 126 
per cent from the year before. Profitability also improved sharply, with 
earnings before interest, taxes, depreciation and amortisation (EBITDA) 
up by 203 per cent to NOK 503 million. The EBITDA margin improved from 
36.9 per cent in 2006 to 49.6 per cent.

Demand increased for Pronova Bio
Pharma’s pharmaceutical product, Oma-
cor/Lovaza, in every market during 2007. 
Growth was largest in the USA, which is 
also the biggest market for this product.

The group’s sales and marketing part-
ner in the USA, Reliant Pharmaceuticals 
Inc, was acquired by GlaxoSmithKline in 
the fourth quarter. The latter plans to 
strengthen the sales organisation sub-
stantially, which is expected to reinforce 
the growth of Pronova BioPharma in the 
American market.

Steadily rising demand in recent years 
has prompted substantial investment to 
increase capacity at the Sandefjord plant. 
The main priority in 2007 has been to 
achieve the full effect of this spending in 
order to optimise production capacity.

Further capacity expansions have been 
approved to meet the expected growth 
in demand. It was resolved in October to 
construct a new manufacturing facility at 
Kalundborg in Denmark, which will double 
Pronova BioPharma’s production capacity.

The research and development projects 
are making good progress, with several 
pre-clinical studies currently under way.

Pronova BioPharma’s patent portfolio 
is regarded as strong, even though the 
patent in Germany was declared invalid by 
a German court in November. This judge-
ment will be appealed.

The company was included on the Oslo 
Stock Exchange’s main list during October. 
A number of international institutional in-
vestors have become shareholders. Ferd 
Private Equity Fund reduced its share-
holding to 58.4 per cent, and is the compa-
ny’s largest shareholder. At 31 December, 
Pronova BioPharma had a market value of 
NOK 6.3 billion.

Some unfortunate incidents involving 

the discharge of harmless fats to the sea 
occurred at the Sandefjord manufactur-
ing plant during 2007. These discharges 
breached the licence terms, and have been 
reported to the Norwegian Pollution Control 
Authority (SFT). The risk of such leaks was 
substantially reduced when the new waste-
water treatment plant became operational 
in February 2008. Developments in health 
and safety have otherwise been good.

In association with the stock market 
listing, the company was converted to 
a public limited company and its name 
changed to emphasise its role as a pure 
pharmaceuticals manufacturer.

Operations
The group’s principal business
Pronova BioPharma is a pharmaceutical 
company, which ranks as a global leader 
in manufacture of marine-originated ome-
ga-3 derived pharmaceutical products. 
The group is also involved in extensive 
pre-clinical research and development ac-
tivities.

The group’s first commercialised prod-
uct is an active pharmaceutical ingredi-
ent (API), which is encapsulated and sold 
via partners under the Omacor brand in a 
number of European and Asian countries 
and as Lovaza in the USA. The product is 
marketed in Italy under the Seacor, Esap-
ent, and Eskim brands.

Products containing the API are regard-
ed by regulatory authorities as both safe 
and effective, and are approved in the USA 
and certain European and Asian markets 
as an adjunct to diet for the treatment of 
elevated levels of triglycerides in humans. 
Very high triglycerides have been linked to 
a number of cardiovascular diseases.

Products containing Pronova BioPhar-

ma’s API have also been approved in certain 
European and Asian markets for the sec-
ondary prevention of post-myocardial inf-
arction (Post MI) in the period following the 
initial survival of a heart attack. These ap-
provals are based on the Gissi-Prevenzione 
study published in 1999. The API has also 
been documented to be highly complemen-
tary to other lipid-lowering agents, such 
as statins, and it can be used in concomi-
tant treatment for mixed dyslipidemia. To 
address these possible applications, the 
group is involved in the development of 
fixed-dose combination products, where 
the most advanced solution is a combina-
tion with simvastatin expected to enter 
clinical studies (Phase III) in 2008.

Omacor/Lovaza is the first and only 
omega-3 derivative prescription drug ap-
proved by the European Union and the US 
Food and Drug Administration (FDA).

Pronova BioPharma’s API is manufac-
tured at the Sandefjord plant using a 
unique and complex proprietary process.

The group has long-term licensing and 
distribution agreements with strong re-
gional partners covering the USA, the UK, 
Italy, Germany, France, Spain and Japan – 
the world’s seven most important pharma-
ceutical markets.

Pronova BioPharma ASA is the listed 
parent company of the Pronova BioPharma 
group. Group operations are conducted 
by the wholly-owned subsidiary Pronova 
BioPharma Norge AS, which in turn owns 
Pronova BioPharma Danmark A/S.

At 31 December, the group employed 
the equivalent of 185 work-years. Pronova 
BioPharma’s head office is in Norway, at 
Lysaker outside Oslo.

Strategic priority areas
Pronova BioPharma has a strong market 
position, which calls for a big commitment 
and substantial resources. Expectations 
from investors, customers and employees 
as well as from society and the market 
in general will be satisfied by delivering 
responsibly, profitably and consistently 
every single day.

The following priority areas have been 
defined for 2008 to help realise Pronova 
BioPharma’s vision of developing and 
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maintaining its position as a global leader 
for research, development and manufac-
ture of marine-originated omega-3 de-
rived pharmaceutical products.

Continued focus on core competence
Further development of the group’s manu-
facturing expertise and efficiency en-
hancements in the production process will 
be important for remaining sole supplier 
of its API.

Pronova BioPharma’s intention is to 
focus on innovative programmes for dis-
covering new pharmaceutical products, 
through research, development and pre-
clinical studies.

In cooperation with existing and poten-
tial new partners, work will be pursued to 
improve all new products through the clin-
ical development programmes needed to 
secure approval from relevant regulators. 
This will involve sharing investment and 
risk related to the development of new 
products, and exploiting the leading-edge 
expertise of the various partners.

Weight will continue to be given to uti-
lising the licensee network’s experience 
base to the benefit of Pronova BioPhar-
ma’s existing and future products.

Maximise commercial potential of API for 
approved indications
Collaboration with the global partner net-
work, particularly in the USA, South Korea 
and certain European countries, has con-
tributed to substantial income growth in 
the past few years. Plans call for growth 
to continue through partner relationships, 
primarily in new therapeutic areas.

Expand and extend brand franchises
A number of research and development 
initiatives are under way, either directly or 
indirectly through the group’s global part-
ner network. The goal is to optimise the 
value of the branded products and expand 
patent protection in various jurisdictions. 
These research and development projects 
include the use of the group’s API for new 
therapeutic areas, continued research 
with approved indications and the devel-
opment of combination products.

Focus on research and development
The group’s programmes for discovering 
new pharmaceutical products and preclin-
ical projects focus on the discovery and 
development of new pharmaceutical com-
pounds derived from lipids and omega-3. 
Pronova BioPharma has projects in the 
early phases of discovery and preclinical 
studies. It is also collaborating with a third 
party to develop a new capsule technol-
ogy, where Phase III clinical trials are ex-
pected to start during 2008.

The goal is to ensure continued dif-
ferentiation from possible competitors 
through an improved portfolio of intangi-
ble rights in constant development, and 
through demonstrating superior know-
how and expertise in the field of marine-
originated omega-3 derived pharmaceuti-
cal products.

Continued cooperation with partners 
for clinical development and 
commercialisation
The focus on research, development and 
manufacturing of the group’s API will be 
paralleled by cooperation with other phar-
maceutical manufacturers to optimise 
mutual value creation with the aid of part-
ner expertise in clinical development and 
commercialisation. A preferred strategic 
model is for the partners to take respon-
sibility for the necessary clinical develop-
ment programmes and to collaborate with 
Pronova BioPharma on the regional regu-
latory approval processes.

Continue to optimise manufacturing 
processes and expand production 
capacity to meet growing demand
Pronova BioPharma has important ex-
pertise and know-how in the manufactur-
ing of pharmaceutical products based on 
marine-originated omega-3. To cope with 
increased demand, the manufacturing 
plant in Sandefjord was recently expand-
ed from an annual capacity of 850 tonnes 
in 2006 to 1 200 tonnes at 31 December 
2007. Construction of a new manufactur-
ing facility has also begun at Kalundborg 
in Denmark and is expected to double pro-
duction capacity from today’s level.

Further optimisation of the manufac-

turing process in Sandefjord is also likely 
to be possible through active use of the 
Six Sigma methodology.

Markets
Omacor/Lovaza is marketed and distrib-
uted in a number of countries worldwide, 
and Pronova BioPharma has established 
collaborative licence and supplier agree-
ments with strong regional partners who 
cover the following principal markets 
around the globe:

Partners Areas

Reliant  
Pharmaceuticals, Inc 
(GlaxoSmithKline)

USA and 
Puerto Rico

Prospa BV Italy
Solvay  
Pharmaceuticals 
Marketing &  
Licensing AG

UK, Ireland, Canada, 
Australia, Ger-
many, Belgium, 
Netherlands, eastern 
Europe, Middle East, 
Russia, Greece, 
South Africa, China, 
India and south-east 
Asia

Grupo Ferrer  
International SA

Spain, Portugal, 
Germany, Greece, 
Central and South 
America and south-
east Asia

Pierre Fabre  
Médicament

France and west-
central Africa

Kuhnil Pharm Co Ltd South Korea
Pfizer, Inc* Norway
Takeda  
Pharmaceutical Ltd Japan

*)  Expires with effect from September 2008.

A licensing agreement has also been 
concluded with Pfizer Pharmaceuticals 
over a patent which covers the use of the 
brands for treatment of Post MI. 

According to reports from IMS Health, 
total end-user sales of Omacor/Lovaza 
increased from USD 305 million in 2006 
to about USD 511 million in Pronova Bio
Pharma’s eight major markets. The USA 
represents the largest market and ac-
counted for roughly 56 per cent of total 
end-user sales of Omacor/Lovaza in 2007. 
The end-user run rate for Omacor/Lovaza 
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at the end of 2007 was above USD 650 mil-
lion, calculated on the basis of end-user 
sales in December. Some 750 000 patients 
worldwide were estimated to be using 
Omacor/Lovaza at 31 December. Demand 
for Omacor/Lovaza rose in every market 
during 2007, with the USA accounting for 
the biggest increase. End-user sales there 
grew by 109 per cent compared with the 
year before. 

Reliant Pharmaceuticals (GlaxoSmithK-
line) is working in the USA to increase the 
market penetration of Lovaza even fur-
ther. In addition to the existing approval 
for treatment of patients with “very high” 
triglycerides (500 mg/dL) as an adjunct 
to diet changes, the FDA approved a sup-
plement to the labelling of the product to 
include certain data on the use of Lovaza 
as a con comitant treatment together 
with simvastatin for patients for “high” 
triglycerides (200-499 mg/dL). Although 
the product cannot be marketed for this 
application, the revised labelling gives 
health personnel new clinical information 
which can be taken into account during pa-
tient treatment. Developments in Pronova 
BioPharma’s principal markets remain 
positive, and the outlook is good. Glaxo-
SmithKline’s acquisition of Reliant in the 
USA is expected to contribute to a further 
strengthening of the sales commitment 
and marketing of Lovaza in the US market.

Operational risk and risk 
management
Pronova BioPharma is subject to regula-
tion by regulatory authorities for the indi-
vidual markets in which its API is marketed. 
To manage risk associated with the phar-
maceutical industry and to meet national 
and international requirements, the group 
has implemented a risk management sys-
tem based on the framework provided by 
the Committee of Sponsoring Organisa-
tions of the Treadway Commission (Coso).

The group’s risk policy specifies its most 
important risk areas. Conducted twice a 
year, the process identifies the most im-
portant risks faced by Pronova BioPharma. 
On that basis, the group draws up strate-
gies which aim to reduce the consequences 

of possible incidents. This process sup-
ports operations through a systematic ap-
proach to and monitoring of risk. 

There are certain risks, that may affect 
the group’s business, financial conditions 
and results of operations from time to time:

The efforts to protect the group’s ÄÄ
intellectual property may not be 
adequate
When patents expire, additional ÄÄ
competition may occur, from manu-
facturers of generic drugs and other 
drugs that may be similar to Pronova 
BioPharma’s API
Cost overruns and delays in  ÄÄ
completing the new production  
facility may incur
The group’s operations are currently ÄÄ
concentrated in one location. If the 
manufacturing facility is closed or 
damaged for any reason, substantial 
revenues may be lost
Reimbursement policies differ from ÄÄ
jurisdiction to jurisdiction
Sourcing of  raw materials is subject ÄÄ
to a number of variables

Financial risk and risk management
The group is exposed to financial risks 
which include revenue, currency, inter-
est rate, credit and liquidity risk. Its risk 
management focuses on reducing the 
consequences of unpredictability in the 
financial markets. Strategies related to 
currency risk have been developed in this 
connection.

Revenue risk
Long-term partnership agreements con-
cluded by the group regulate such aspects 
as the prices which can be achieved for the 
group’s API. This increases predictabil-
ity and reduces risk related to the group’s 
revenues. Risk is nevertheless associated 
with revenues in foreign currencies. See 
the description under currency risk below.

Currency risk
Pronova BioPharma sells to international 
partners in foreign currencies and is there-
by exposed to risk in these currencies, 

particularly US dollars and euros. Without 
active currency hedging, the group’s rev-
enues and results would be considerably 
affected by changes in the exchange rate 
with the Norwegian krone both immedi-
ately and in the medium term.

The group also buys a substantial pro-
portion of its raw materials in US dollars. 
This serves to a degree as a natural hedge 
against the currency exposure arising as a 
result of sales in foreign currencies.

Pronova BioPharma is also exposed to 
the Danish krone through the establish-
ment of its new manufacturing operation 
at Kalundborg in Denmark.

Currency hedging strategy
The board established a currency strat-
egy in June 2007 to hedge its future net 
US dollar exposure related to the group’s 
sales, and its exposure to the Danish krone 
arising from the creation of the manufac-
turing operation in Denmark.

At 31 December, the group had hedged 
about 68 per cent of its estimated net US 
dollar exposure in 2008, about 43 per cent 
of its estimated net US dollar exposure in 
2009 and roughly 30 per cent of its esti-
mated net US dollar exposure in 2010 at 
an average NOK/USD exchange rate of 
5.78. The weighted average NOK/USD ex-
change rate in 2008, 2009 and 2010 is 
5.77, 5.81 and 5.77 respectively.

Similarly, the group has hedged 50 per 
cent of its estimated exposure related to 
the Danish krone in connection with the 
establishing of its manufacturing facility 
in Denmark. The average hedged exchange 
rate for the Danish krone is NOK/DKK 1.08.

Pronova BioPharma treats currency 
contracts for US dollars and Danish kro-
ner concluded after 1 July as accounting 
hedges in accordance with International 
Accounting Standard (IAS) 39 of the Inter-
national Financial Reporting Standards 
(IFRS). Hedge accounting of currency con-
tracts means that these contracts are car-
ried on the balance sheet at their fair value, 
but that the effect of changes in fair value 
are recognised as equity until the underly-
ing hedged objects  are realised and there-
after reflected in the income statement.
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Interest rate risk
The group is exposed to interest rate 
risk in connection with interest-bearing 
debt subject to floating interest rates. 
To minimise such risk, Pronova BioPhar-
ma has concluded interest swap and cap 
contracts covering NOK 987 million of a 
total interest-bearing debt of NOK 1 323 
million at amortised cost at 31 December 
2007. The borrowing rate on that date was 
based on the Norwegian interbank offered 
rate (Nibor) plus an interest margin of 1.25 
percentage points.

Credit risk
The group has seven partners who repre-
sent the total customer base for its API. In 
addition comes two customers for the sale 
of by-products. Credit risk is thereby con-
centrated in a small number of customers. 
The group monitors its receivables on a 
continuous basis, and bad debts have been 
insignificant in recent years.

Liquidity risk
The group’s liquidity is monitored on a 
continuous basis. The board considers 
the liquidity position to be satisfactory 
and expects that, combined with expected 
cash flow, it will be adequate for meeting 
future obligations in 2008.

Steadily growing demand means that 
all the API produced is sold on comple-
tion, and this is expected to persist during 
2008. The liquidity risk associated with 
capital tied up in the inventory of finished 
products is accordingly limited. Neverthe-
less, the group expects to tie up liquidity 
through a planned increase in the raw ma-
terial inventory. The goal is to establish a 
raw material inventory by the end of 2009 
which meets manufacturing requirements 
for 24 months ahead.

The investment programme related 
to the construction of the new factory in 
Denmark has been demanding in terms of 
capital, and has a total framework of NOK 
1.45-1.7 billion. However, the group has es-
tablished a multicurrency revolving credit 
facility of NOK 1.5 billion to finance con-
struction of the Danish plant. This facility 
was unused at 31 December 2007.

Highlights of 2007
Listing at the Oslo Stock Exchange
The Pronova BioPharma share was listed 
by the Oslo Stock Exchange on 11 Octo-
ber 2007. In that connection, the compa-
ny’s shareholders conducted a secondary 
share sale which reduced the holding of 
the largest owner – Ferd Private Equity 
Fund I – from 93 to 58.4 per cent. This 
transaction involved an institutional of-
fer in the USA pursuant to Rule 144A of 
the American securities legislation and 
an offer to institutional and profession-
al investors outside the USA pursuant 
to Regulation S under the same legisla-
tion, an initial public offering in Norway 
and an offer to employees in Norway and 
Denmark. The Pronova BioPharma shares 
were worth NOK 6 317 million at 31 De-
cember, compared with NOK 6 923 mil-
lion at the stock market introduction on 
11 October.

GSK acquired Reliant
Pronova BioPharma’s US distributor, Reli-
ant Pharmaceuticals, was acquired in De-
cember by GlaxoSmithKline, the world’s 
second largest pharmaceutical group. The 
latter sees a big potential in Lovaza and 
is planning to more than double the sales 
force for this product to roughly 1 500 
people.

Work started on new plant
In response to the growing demand for 
Omacor/Lovaza, construction of a new 
production plant began in October at Ka-
lundborg in Denmark. This will increase 
Pronova BioPharma’s total annual produc-
tion capacity for its API to 2 400 tonnes. 
The Kalundborg factory will use the same 
technology as the existing plant in Sand-
efjord, which is expected to contribute to 
the fastest possible construction, start-
up and approval process. This facility is 
expected to be fully operational with ap-
provals from all relevant regulatory au-
thorities in the first quarter of 2010.

Investment in the new factory will be 
NOK 1.45-1.7 billion, primarily financed 
through a multicurrency revolving credit 
facility of NOK 1.5 billion. Any capital re-

quirements above NOK 1.5 billion will be 
financed through the group’s operational 
cash flow.

New capsule technology
Pronova BioPharma concluded a world-
wide licence and development agreement 
with FMC Corporation in December cover-
ing the creation of a new alginate-based 
capsule technology. This is expected to ex-
tend the life cycle of the products, and can 
be utilised both for Pronova BioPharma’s 
existing Omacor/Lovaza drug and for  
future pharmaceutical products now un-
der development by the group.

Under the deal, FMC will develop the 
capsule technology while Pronova Bio
Pharma is responsible for clinical develop-
ment and for securing necessary regulato-
ry approvals. Pronova BioPharma plans to 
begin clinical trials in early 2009, and the 
new capsule is expected to be introduced 
in 2011.

Patent invalidated in Germany
The Federal Patent Court in Munich, Ger-
many, issued a decision in November by 
which Pronova BioPharma’s patent cover-
ing the API of Omacor was declared invalid 
in Germany. The patent in suit expires in 
August 2009 and the decision does not 
affect the right to supply and sell Omacor 
in Germany. Following the growing inter-
national demand for Omacor/Lovaza, po-
tential volumes lost in the German market 
will be reallocated to other fast-growing 
markets and Pronova BioPharma consid-
ers the negative commercial impact, if 
any, to be limited. Pronova BioPharma has 
recently received the written arguments 
of the German Federal Patent Court, ex-
plaining the reasoning behind the ruling 
that declared the patent covering the API 
of Omacor invalid in Germany. Following 
a detailed review of this report, Pronova 
BioPharma believes that there is a strong 
case for an appeal.

Patent case in Italy
The nullity action against the patent cover-
ing the API of Omacor progressed in 2007 
with the court appointed expert of the 
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Milan Court issuing his report in March 
2007. Both Pronova BioPharma and the op-
posing parties submitted their comments 
on this report, and a hearing with respect 
to the report and the comments was held 
in October 2007. A final hearing was held 
in February 2008 and although the timing 
of the court cannot be predicted with cer-
tainty, it is expected that the decision of 
the court will be rendered towards the end 
of 2008. In May 2006, Pronova BioPharma 
took legal action against Chiesi Farmaceu-
tici for infringement of the Italian patent in 
the Court of Rome, on account of Chiesi Far-
maceutici filing a marketing authorisation 
application with the Italian Competition 
Authority for approval of a generic form 
of Seacor. The court appointed a technical 
expert in the case, who issued her report in 
July 2007. The court held a hearing with re-
spect to this report in December 2007, and 
final written responses were given by both 
parties in January 2008. It is expected that 
the decision of the court will be rendered 
during the first half of 2008.

Review of the financial statements 
Pronova BioPharma presents its consoli-
dated financial statements in accordance 
with the International Financial Reporting 
Standards (IFRS).

The consolidated financial statements 
embrace consolidated accounting figures 
for the parent company, Pronova BioPhar-
ma ASA, and the wholly owned subsidiar-
ies Pronova BioPharma Norge AS and Pro-
nova BioPharma Danmark A/S. This group 
structure was created when Pronova Bio
Pharma Norge AS became a wholly-owned 
subsidiary of Pronova BioPharma ASA 
in May 2006. Consolidated accounting 
figures for 2006 accordingly relate only 
to the group’s activities from May to De-
cember. To permit a more representative 
comparison of the development in results 
from 2006 to 2007, an unaudited pro for-
ma income statement has been prepared 
for 2006 (see note 29 to the consolidated 
financial statements).

Figures in brackets refer to the corre-
sponding period or balance sheet date in 
2006 unless otherwise specified.

Income statement
The income statement for 2007 includes 
the following one-off effects:

NOK 15.9 million in listing bonus to em-
ployees (without liquidity or capital effect)

NOK 9.6 million in increased pension 
obligations.

Comparison between 2007 and audited 
2006 consolidated financial statements
All income statement amounts grew sub-
stantially from 2006. This primarily re-
flects a combination of two factors: the 
audited consolidated financial statements 
for 2006 embrace only eight months of 
operation, and the group’s production and 
sales expanded sharply in 2007.

Group operating revenues came to  
NOK 1 013.8 million in 2007 (NOK 448.5 
million). This sharp growth primarily 
reflects rising demand, followed by in-
creased manufacturing volume as a result 
of capacity expansions during the year.

Material costs and inventory changes 
amounted to NOK 202.3 million (NOK 147.8 
million). The increase relates to volume 
growth of approximately NOK 107 million, 
which is offset by NOK 53 million in recog-
nised excess inventory value at the time 
of the acquisition of Pronova BioPharma 
Norge AS in May 2006 (see note 8 to the 
consolidated financial statements for 
more details).

Payroll expenses totalled NOK 162.4 
million (NOK 62.9 million). The rise reflect-
ed workforce expansion, the effect of the 
year’s pay settlement, the listing bonus 
paid to employees and the increase in the 
group’s pension obligations.

In connection with the stock market 
listing, NOK 15.9 million in bonuses were 
paid to the group’s permanent employees 
as an expression of thanks for the com-
mitment which had permitted the strong 
growth and the good progress for profits. 
The bonus was financed by the sharehold-
ers who owned the company prior to the 
listing, and accordingly had no influence 
on liquidity or equity.

The annual review of the group’s pen-
sion obligations yielded a one-off expense 
totalling NOK 9.6 million in increased pro-

vision for future pension obligations.
Earnings before interest, tax, depre-

ciation and amortisation (EBITDA) came to 
NOK 503 million (NOK 166.1 million). The 
EBITDA margin was 49.6 per cent (36.9 
per cent), primarily reflecting increased 
manufacturing volume as a result of in-
vestment in and efficiency improvements 
at the Sandefjord plant.

Depreciation and amortisation totalled 
NOK 216.7 million (NOK 127.6 million). Group 
earnings before interest and tax (EBIT) came 
to NOK 286.3 million (NOK 38.5 million).

Net financial expenses were NOK 84.4 
million (NOK 68.7 million).

Net profit for the group came to NOK 
143.4 million (loss of NOK 18.5 million). 
This gave net earnings per share and dilut-
ed earnings per share of NOK 0.45. (nega-
tive at NOK 0.21).

Cash flow statement
Net cash flow from operating activities 
totalled NOK 254.4 million (NOK 186.1 
million). The difference between pre-tax 
profit of NOK 202 million and net cash 
flow from operating activities primarily 
reflects NOK 216.7 million in depreciation 
and amortisation, pension expenses of 
NOK 11.3 million as well as working capital 
elements of negative NOK 128.1 million 
and NOK 47.3 million in taxes paid. 

Net negative cash flow from investing 
activities came to NOK 182.2 million (NOK 
562.6 million), primarily as a result of 
capital spending on capacity expansions 
at the group’s Sandefjord plant and on the 
construction of a new factory in Denmark.

Net cash flow from financing activities 
was NOK 93 million (NOK 487.5 million). 
The 2007 figure includes the take-up of 
NOK 316.9 million in new interest-bearing 
debt and the repayment of NOK 316.4 mil-
lion in debt to shareholders. Additional 
NOK 566.3 million in net receipts from 
the company’s IPO on 11 October and NOK 
473.8 million in write-down and redemp-
tion of the company’s B shares.

Balance sheet and liquidity
The group’s long-term interest-bearing 
debt at 31 December totalled NOK 1 173.2 
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million (NOK 208.6 million). Long-term 
debt represents debt to Nordea Bank and 
has a remaining term of 4.5 years. The 
group’s current debt of NOK 150 million 
represents debt to Nordea Bank, of which 
NOK 75 million falls due in June and NOK 75 
million in December.

Working capital in the group at 31 De-
cember totalled NOK 112.6 million (NOK 
161 million).

An overdraft facility of NOK 125 million 
with a remaining term of 4.5 years has also 
been established, along with a multicurren-
cy revolving credit facility of NOK 1.5 billion 
with a remaining term of 4.5 years related to 
the construction of the new Danish plant.

Current assets for the group totalled 
NOK 747.7 million at 31 December (NOK 
448.5 million). The rise from 31 December 
2006 reflects increased trade receivables 
through sales growth as well as higher 
cash in hand.

Total fixed assets for the group 
amounted to NOK 2 377.2 million at 31 
December (NOK 2 258.2 million). Property, 
plant and equipment totalled NOK 853.9 
million (NOK 587.1 million). This increase 
primarily represented investment in the 
existing Sandefjord plant and in the con-
struction of a new factory in Denmark.

Goodwill came to NOK 633.5 million and 
relates mainly to unidentifiable additional 
value, which became visible through the 
acquisition of Pronova BioPharma Norge 
AS in May 2006. Its amount was unchanged 
from 2006, and was tested for impair-
ment. Other identified intangible assets 
(patents, brands, customer contracts and 
customer relationships) totalled NOK 
879.3 million (NOK 1 033.3 million).

The group’s net borrowings amounted 
to NOK 1 323.2 million at 31 December 
(NOK 1 324.3 million).

Other liabilities of NOK 564.4 million at 
31 December (NOK 1 354.6 million) largely 
comprised trade and other payables, cur-
rent borrowings, tax payable, deferred 
revenue and other liabilities.

The carrying amount of equity at 31 De-
cember was NOK 853.5 million. The group’s 
equity ratio in relation to the total balance 
sheet at the same date was 27.3 per cent 

(21.6 per cent). The group’s capital ad-
equacy is considered satisfactory.

Segment reporting
Pronova BioPharma has one business area. 
Revenues break down into three main geo-
graphic markets: the USA, Europe and the 
rest of the world (RoW). Group revenues in 
2007 broke down into 56 per cent in the 
USA, 41 per cent in Europe and three per 
cent in the RoW.

Research and development
Pronova BioPharma’s programme for de-
veloping new pharmaceutical products 
and preclinical projects is concentrated 
on the discovery and development of new 
pharmaceutical components derived from 
marine raw materials and lipids. A signifi-
cant proportion of the pharmacological 
and clinical data collected over the past 
30 years indicates that the use of omega-3 
fatty acids yields a number of biological 
benefits, including regulation of plasma 
lipid levels, cardiovascular and immune 
functions, insulin action, neural develop-
ment, and visual and cognitive functions. 
Development work by the group on the 
next generation of pharmaceutical prod-
ucts derived from marine raw materials is 
intended to regulate genes related to lipid 
and glucose metabolism (targeting cardio-
vascular and metabolic diseases).

A total of 18 work-years were associat-
ed with the group’s research and develop-
ment department at 31 December. Costs 
related to these activities in 2007 totalled 
NOK 37.7 million, of which NOK 4.2 million 
are carried on the balance sheet.

Events after the balance sheet date
No significant events have occurred since 
31 December 2007 which will influence 
the income statement or balance sheet of 
the group or the parent company.

Going concern assumption
Pursuant to section 3-3a of the Norwegian 
Accounting Act and with reference to the 
group’s financial position, the board con-
firms that the going concern assumption 
is realistic and that the financial state-

ments for 2007 have been prepared on 
that basis.

Dividend policy
Pronova BioPharma’s current dividend 
policy was adopted by the board in 2007;  
possible profits will be retained by the 
company to finance continued growth. No 
plans accordingly exist to pay dividend for 
the foreseeable future. Dividend has not 
been paid in the past.

Parent company accounts and 
allocation of net profit
The parent company, Pronova BioPharma 
ASA, had a net profit of NOK 93.7 million 
for 2007.

Pursuant to the company’s dividend 
policy, the board proposes that no divi-
dend be paid for fiscal 2007.

The board thereby proposes the fol-
lowing allocation of the net profit:

Amounts in NOK 1000

Transferred to retained earnings 94 654
Transferred from reserve for 
unrealised gain (961)
Total allocated 93 693

Non-restricted equity totals NOK 94 654 000.

Shares and capital
In connection with the listing of Pronova 
BioPharma on 11 October 2007, the com-
pany implemented an initial public offer-
ing of 25 000 000 shares in addition to 
a secondary sale of 80 915 432 ordinary 
shares by existing shareholders. A total 
of 300 832 508 shares had been issued 
at 31 December. After the secondary sale 
of shares by existing shareholders on 11 
October 2007, principal shareholder Ferd 
Private Equity Fund and the administra-
tive management are subject to lockup pe-
riods of six and nine months respectively 
from 11 October 2007.

An extraordinary general meeting on 27 
August 2007 mandated the board to ac-
quire the company’s own (treasury) shares 
to a nominal value of NOK 551 665, which 
represents 9.17 per cent of the company’s 
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share capital. The same extraordinary gen-
eral meeting mandated the board to issue 
new shares to a nominal value of NOK 551 
665, which corresponds to 27 583 250 
shares or 9.17 per cent of the existing 
share capital. Neither of these mandates 
had been exercised at 31 December. Both 
mandates are valid until the annual gen-
eral meeting in 2008 but in any event no 
longer than until 30 June 2008.

Health, safety and the environment
Concern for health, safety and the envi-
ronment (HSE) is fundamental for Pronova 
BioPharma. The group’s goals are no per-
sonal injuries, a level of sickness absence 
below the average for the process industry 
and avoiding uncontrolled discharges to 
the sea. The vision for HSE is to take care 
of people, the immediate environment 
and material assets. Efficient routines for 
prioritising, following up and closing HSE-
related issues have been established as 
important tools for constantly improving 
performance.

Pronova BioPharma wants a clear and 
strong focus on the line management’s 
HSE responsibility, and works purposeful-
ly to achieve a clear profiling of HSE work.

Safety in the manufacturing plant is 
fundamental to a good and secure work-
ing environment in the group. Continuous 
efforts are made to improve the quality of 
alarm systems and safety routines in the 
group’s manufacturing unit.

Accidents and lost-time injuries
A total of 10 incidents involving personal 
injury were recorded in 2007, without 
these leading to lost time for the group’s 
own employees. Several incidents were 
caused by unfortunate handling of strong 
chemicals, and one had to be reported to 
the Norwegian Labour Inspection Author-
ity. Other personal injuries include five 
minor cuts and one minor burn. A total of 
five minor potential fires were recorded, 
but no other accidents. Corresponding 
figures for 2006 were two lost-time inju-
ries, 13 personal injuries without lost time 
and three potential fires.

Pronova BioPharma pays great atten-

tion to reporting non-conformances and 
taking corrective action to solve the root 
causes of incidents. All incidents are classi-
fied in terms of risk, with action prioritised 
and assessed on a risk basis. Measures will 
accordingly differ greatly in nature and 
cannot be summed up by key words.

Sickness absence
Sickness absence totalled 2.1 per cent 
of total hours worked in 2007, compared 
with 4.6 per cent the year before. Such 
absence has been declining steadily at the 
group in recent years. The board considers 
it very satisfactory that sickness absence 
has fallen significantly during years with 
a high workload for key personnel and a 
generally very high level of activity in the 
group. A high level of awareness exists in 
the group about on-going measures which 
can help to maintain this positive trend.

Natural environment
Pronova BioPharma receives fish oil con-
signments by sea, and some environmental 
risk will be associated with discharging 
these cargoes. Nevertheless, no major in-
cidents related to this activity occurred 
during 2007. Ethanol, sodium ethylate and 
urea are also used in the group’s manufac-
turing process. These deliveries are made 
by road, and involve no significant environ-
mental risk. All products/byproducts are 
delivered from the Sandefjord factory by 
road without comprising any direct envi-
ronmental risk. The Sandefjord plant used 
oil in 2007 to heat its boilers. No carbon 
dioxide accounting has been developed 
for the group, nor are any restrictions im-
posed on carbon emissions by its licence. 
The board takes the view that the direct 
environmental impact of operations at 
Pronova BioPharma is limited. It neverthe-
less regrets that 13 uncontrolled discharg-
es of fats to the sea occurred during 2007. 
These discharges resulted in visible slicks 
of fat in the Sandefjord Fjord, and soiled 
certain areas near the plant. These dis-
charges had various causes, but the over-
all reason was inadequate capacity in the 
plant’s wastewater treatment facility. The 
need for increased treatment capacity had 

not been determined in connection with 
the expansion in manufacturing capacity, 
but was identified subsequently. The deci-
sion to invest in a new treatment plant with 
substantially greater capacity was taken 
towards the end of 2006, and the new fa-
cility was ready in February 2008.

Pronova BioPharma maintained a close 
dialogue with the SFT throughout 2007. 
A number of temporary measures were 
implemented during the construction pe-
riod, and the authority was kept informed 
of these at all times.

The group expects the licence ceiling 
for discharges of fats to the sea to be 
lowered during 2008. Similarly, it expects 
limits to be set on carbon emissions in the 
licence, with associated requirements for 
an environmental accounting. Raw data 
are accordingly been assembled for this 
purpose. The new licence ceiling for dis-
charges of fat to sea is not expected to 
influence the future operation negatively.

A soil survey in the factory area shows 
no danger of spreading from earlier find-
ings (200 mg/kh) of polycyclic aromatic 
hydrocarbons (PAHs). This matter has ac-
cordingly been closed with the SFT.

Pronova BioPharma has carried out a 
vulnerability analysis relating to the EU’s 
new directive on registration, evaluation, 
and authorisation of chemicals (Reach), 
and will preregister its by-products with 
the European Chemicals Agency (ECHA) 
as required by the directive. In addition, 
Pronova BioPharma has requested a deliv-
ery guarantee from its suppliers to ensure 
that the directive will not hinder its busi-
ness. Reach is an environmental directive 
which prohibits all trade in substances not 
registered with the ECHA. The SFT is the 
regulatory authority in this area. In the 
board’s view, Pronova BioPharma will not 
encounter any unexpected problems re-
lated to the directive.

People and organisation
The board takes the view that the work-
ing environment in the group is good, and 
that collaboration between the executive 
management and the workforce functions 
satisfactorily. An extensive employee 
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survey was again carried out in 2007. This 
revealed good progress from 2006, both 
generally and for selected focus areas. In 
2007, the latter were in-house communica-
tion and progress with collaboration relat-
ed to management functions. On the basis 
of the survey, special attention will be paid 
in 2008 to in-house communication and 
better cooperation across departmental 
boundaries. In addition, each department 
will use workshops to identify departmen-
tal measures with clear goals for the year.

Employee development
Pronova BioPharma takes a conscious ap-
proach to the advancement of its employ-
ees, both through in-house training and 
development and through external courses 
and programmes. The annual job review 
process is pursued ahead of the budget 
process every autumn, which ensures that 
training and development measures form a 
natural part of the budget discussion and 
that these measures are seen in relation 
to requirements for reaching the group’s 
goals both in the short term and in a longer 
perspective. The group is attractive to re-
cruits and has a reputation characterised 
by good results, seriousness, strong growth 
and social utility through the manufacture 
of a drug in the cardiovascular segment. 
Despite a tight labour market in Denmark, 
the recruitment process in Kalundborg has 
gone very well. Particular mention can be 
made of the fact that the organisation in 
Lysaker was greatly strengthened through 
recruitment for R&D, life-cycle manage-
ment and regulatory affairs. Only minor 
adjustments were made in the Sandefjord 
workforce through certain appointments 
in manufacturing-related activities. The 
group’s ability to recruit is good at all three 
locations, and the stock market listing in 
2007 strengthened its visibility which is re-
garded positive for attracting able people.

Organisation
The group had an overall workforce of 185 
people at 31 December, including 128 
at Sandefjord, 52 in Lysaker and five in-
volved in the construction of a new plant 
at Kalundborg in Denmark.

Employee turnover averaged eight per 
cent in 2007, an increase of 2.9 percent-
age points. The board notes that the stabil-
ity of both rank-and-file and management 
employees is good. In a challenging labour 
market with a high capacity requirement, 
Pronova BioPharma appointed 47 people 
in 2007. Pronova BioPharma is a knowledge 
and expertise group. Its business rests on 
employee expertise and skills combined 
with the ability to assemble and exploit 
this expertise and earlier experience. The 
group’s overall guidelines call for all em-
ployees to be treated equally. Everyone is 
entitled to a safe and secure workplace, 
without any form of bullying or harassment, 
and to a satisfactory work-life balance. The 
guidelines also specify clear frameworks 
for planned worker development.

Changes in board and management
In connection with the decision to convert 
the company to a public limited company in 
May 2007, an extraordinary general meet-
ing of 11 June 2007 elected a new board 
of directors. The new composition reflects 
the requirements set for such companies, 
and is as follows: Gert W Munthe is the chair, 
with Jo Lunder, Siri Fürst, Jo Klaveness and 
Rikke Tobiasson Reinemo as shareholder-
elected directors. Hege Charlotte Bakken 
and Sverre Magne Sondbø are elected as 
employee representatives.

The following changes occurred in the 
group’s executive management team during 
the year: Solveig Hellebust began a new job 
with enlarged responsibility on 1 Septem-
ber, and is now vice president HR and com-
munications. Hilde Steineger took on the 
new post as head of investor relations in 
August 2007. Eckart Holtz became the new 
vice president research and development 
and medical affairs. Hogne Vik left the 
executive management when he stepped 
down from his position as vice president 
medical, regulatory affairs and R&D.

Equal opportunities
Status
Pronova BioPharma wants to be an attrac-
tive employer for people with different 
backgrounds, regardless of their ethnic-

ity, gender, religion or age. The group 
will provide equal pay for equal work and 
reward good results. Key elements in de-
termining remuneration are scope of re-
sponsibility, job content, the individual’s 
competence and commitment, results ac-
tually achieved and local rates of pay. The 
average level of pay in the group is some-
what higher for men than for women. On 
average, male employees have higher pay 
seniority than females. The group has two 
principal categories of employees: skilled 
workers/operators (43 per cent) and 
white-collar staff (57 per cent). Women ac-
count for 24 per cent of the first category 
and 59.4 per cent of the second. At 31 
December, four of the 10 members of the 
executive management team were women. 
Three of the seven directors on the com-
pany’s board are women, corresponding to 
42.8 per cent. 

Equal opportunities measures
During its appointment processes, the 
group consciously treats male and fe-
male applicants equally. The competence 
principle is decisive in all such processes. 
Where one gender is heavily under-repre-
sented in a department, this is taken into 
account during the appointment proc-
ess if other qualifications are otherwise 
equal. No measures other than these are 
planned.

Performance culture
Pronova BioPharma is concerned to en-
courage a good performance by the organ-
isation and each employee. Systems have 
accordingly been devised for developing 
performance and results as well as for 
rewarding personnel. One consequence 
is that the group utilises a combination 
of means to develop its employees, to 
manage performance and results, and to 
equate rewards with results achieved. The 
most important instruments for managing 
performance and results are a compre-
hensive bonus system with defined goals 
at corporate, departmental and individual 
levels. Status reporting is quarterly.

The most important instrument for 
performance-related pay of managers and 
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per annum. The project is now following a 
schedule which has been brought forward 
by three months from the plan originally 
communicated. The decision to prepare 
for a possible early opening of the Ka-
lundborg factory is not expected to af-
fect the total investment budget for the 
project. On the other hand, investment 
and start-up costs will be incurred rather 
earlier than originally planned. Because 
of a faster build-up of staffing in Den-
mark to handle training and readying for 
future production, the EBITDA margin is 
expected to be somewhat lower than in 
2007.

Pronova BioPharma will continue to 
drive growth through its licensee network, 
where GSK represents the most important 
partnership. The latter will increase the 
number of sales representatives retailing 
Lovaza in the USA, and promote Lovaza 
more actively and efficiently towards phy-
sicians in this market through increased 
frequency and reach. 

New and existing clinical initiatives 
will be supported to ensure a continued 
increase in brand value. These will also 
provide potential extensions to new thera-
peutic indications. In addition, other licen-
sees continue to be involved in initiatives 
which support life cycle and extension 
strategies. Potential new clinical indica-
tions, such as heart failure and atrial fi-
brillation, will extend brand value beyond 
the therapeutic areas already approved. A 
fixed-dose combination of the current API 
and simvastatin will start phase III trials 
during 2008, which will extend utilisation 
of the API to a broad patient population 
– especially in the vast US dyslipidemic 
market. 

The group is currently involved in two 

workers is the above-mentioned bonus 
system, which covers all personnel. The 
annual bonus pot is based on the group’s 
EBITDA, and the maximum pay-out can only 
be achieved if this is higher than the budg-
et. The pay-out to each employee is calcu-
lated on the basis of specified targets for 
group, department and individual.

Remuneration of the group’s executive 
management is described in more detail in 
note 9 to the consolidated financial state-
ments.

Corporate governance
Good practice for corporate governance 
is central to Pronova BioPharma’s efforts 
to build trust. The group gives weight to 
building trust among shareholders, lend-
ers, customers and other stakeholders. 
Ensuring professional independence 
between the company’s board and execu-
tive management is essential for building 
and maintaining trust. The group’s an-
nual statement on corporate governance, 
based on the Norwegian code of practice 
dated 4 December 2007, can be found on 
page 82 in this annual report.

Prospects
Pronova BioPharma plans to produce at 
least 1 200 tonnes of its API in 2008. The 
group’s business model means that the 
volumes delivered will vary somewhat 
from one quarter to another. Such vari-
ations will primarily arise in connection 
with maintenance and some upgrading 
work at the Sandefjord plant intended to 
help reach the volume target of at least 
1 200 tonnes in 2008.

With the new manufacturing facility in 
Denmark, total production capacity is ex-
pected to double to roughly 2 400 tonnes 

parallel development paths which will po-
tentially deliver a commercial product to 
the market in 2010-2011. 

In its continued efforts to increase the 
value of the brands and the API in general, 
Pronova BioPharma has also initiated joint 
development of a formulation for a new 
drug delivery technology – the alginate 
capsule. A process has been initiated to 
complete the required clinical and regu-
latory developments by 2010-2011. This 
technology may protect and secure the 
value of the key markets for the brands 
following expiry of the composition pat-
ents (API). 

Pronova BioPharma’s main R&D initia-
tives lie in the development of new ome-
ga-3 derived pharmaceutical substances. 
A new family of patents has been devel-
oped, and pre-clinical initiatives are being 
pursued to take forward the synthesised 
substances to qualify lead candidates. The 
group’s strategic approach will be to con-
clude agreements with selected partner(s) 
on continuing clinical development of po-
tential lead candidates. The company’s 
goal is to make one substance available 
every other year for clinical development 
from the existing patent family. 

The group will also continue to inves-
tigate every opportunity in the market to 
secure its position as the global leader in 
the omega-3 derived pharmaceutical area. 
Key intellectual property rights may be ac-
quired to allow new developments and to 
leverage existing initiatives. New avenues 
for potential partnerships will also be in-
vestigated, both in R&D and in the manu-
facture of APIs. 

The board remains confident about the 
continued positive outlook and the strong 
potential for Pronova BioPharma.

Lysaker 31 March 2008

Gert W. Munthe
Chair

Jo Lunder
Board member

Siri Fürst
Board member

Jo Klaveness
Board member

Rikke Tobiasson Reinemo
Board member

Hege Charlotte Bakken
Employee representative

Sverre Magne Sondbø
Employee representative

Tomas Settevik
President and CEO
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Pronova BioPharma group

Consolidated income statement 
for the year ended 31 December

(Amounts in NOK 1 000) Note 2007 2006 2005

Revenues 7  1 013 839  448 493  - 
Other income 7  538  1 955  - 

Change in inventories 8 (13 090) (30 961)
Cost of materials 8, 17 (189 250) (116 845)  - 
Employee benefits expense 9, 22 (162 408) (62 869)  - 
Depreciation property, plant and equipment 14 (58 521) (32 461)  - 
Amortisation intangible assets 15 (158 136) (95 114)  - 
Other expenses 9, 10 (146 635) (73 657)  - 

Operating profit 286 337 38 541  - 

Financial income 11 84 242 46 506  58 
Financial expense 11 (168 624) (115 238)  (10 841)

Financial costs - net (84 382) (68 732)  (10 783)

Profit (loss) before tax 201 955 (30 191)  (10 783)

Income tax (expense) income 12 (58 584) 11 723  3 019 

Net profit (loss) for the year  143 371 (18 468)  (7 764)

Earnings per share - basic and diluted (amounts in NOK) 13 0.45 (0.21) (0.41)

The comparatives for 2005 include the company financial numbers for Pronova BioPharma ASA only from the date of incorporation 14 March 2005.
The accompanying notes are an integral part of the consolidated financial statements.
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Pronova BioPharma group

Consolidated balance sheet 
at 31 December

(Amounts in NOK 1 000) Note 2007 2006

ASSETS 
Non-current assets 
Property, plant and equipment  14  853 881  587 120 
Goodwill  15  633 453  633 453 
Other intangible assets  15  879 331  1 033 266 
Deferred tax assets  12  -  4 351 
Other financial assets  21, 25  11 133  - 

Total non-current assets  2 377 798  2 258 190 

Current assets 
Inventories  17  157 320  136 465 
Trade and other receivables  18, 25  258 260  178 197 
Other financial assets  25  47 664  855 
Cash and cash equivalents  19, 25  284 458  132 988 

Total current assets  747 702 448 505
Total assets  3 125 500 2 706 695

EQUITY AND LIABILITIES 
Equity 
Share capital  20 6 017  13 019 
Share premium reserve 579 665  472 884 
Retained earnings 241 105  97 734 
Reserves 26 728 -

Total Equity 853 515  583 637 

Non-current liabilities 
Deferred tax liabilities  12  276 592  302 485 
Borrowings  21, 25  1 173 159  208 584 
Deferred revenue  23  234 292  245 120 
Retirement benefit obligations  22  23 529  12 244 

Total non-current liabilities  1 707 572  768 433 

Current liabilities 
Trade and other payables  25  238 286  77 078 
Borrowings  21, 25  150 000  1 115 672 
Other financial liabilities  25  12 081  21 545 
Current tax liabilities  12  81 108  45 141 
Deferred revenue  23  18 197  18 622 
Other liabilities 51 480 73 148
Provisions  24 13 261 3 419

Total current liabilities 564 413 1 354 625

Total liabilities 2 271 985 2 123 058
Total equity and liabilities 3 125 500 2 706 695

The accompanying notes are an integral part of the consolidated financial statements.

Lysaker 31 March 2008

Gert W. Munthe
Chair

Jo Lunder
Board member

Siri Fürst
Board member

Jo Klaveness
Board member

Rikke Tobiasson Reinemo
Board member

Hege Charlotte Bakken
Employee representative

Sverre Magne Sondbø
Employee representative

Tomas Settevik
President and CEO
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Pronova BioPharma group

Consolidated statement of changes in equity  
for the year ended 31 December

(Amounts in NOK 1 000)
Share 

capital
Share 

premium
Retained 
earnings

Foreign 
currency 

translation 
reserve

Hedging 
reserve

Investment 
revaluation 

reserve

Total share-
holders’ 

equity 

Issue of shares on incorporation  
14 March 2005  100  20  -  -  - -  120 
Issue of shares  2 000  18 000  -  -  - -  20 000 
Fair value adjustments in shares - -  -  -  -  47 286  47 286 
Loss for the period 14 March - 31 December 2005 -  (7 764) - -  - -  (7 764)

Balance at 31 December 2005  2 100  10 256  -  -  -  47 286  59 642 

Balance at 1 January 2006  2 100  10 256  -  -  -  47 286  59 642 
Issue of shares  10 919  507 872  -  -  - -  518 791 
Acquisition of subsidiary - adjustment to equity - -  70 958  -  - -  70 958 
Acquisition of subsidiary - reversal of revaluation reserve - -  -  -  -  (35 755)  (35 755)
Results transferred from share premium reserve -  (45 244)  45 244  -  - -  - 
Disposal of available for sale investments - -  -  -  -  (11 531)  (11 531)
Consolidated loss for the year ended 31 December 2006 - -  (18 468)  -  - -  (18 468)

Balance at 31 December 2006  13 019  472 884  97 734  -  -  -  583 637 

Balance at 1 January 2007  13 019  472 884  97 734  -  - -  583 637 
Issue of shares  508  574 848  -  -  - -  575 356 
Share issue costs (net of tax effect) -  (17 723)  -  -  - -  (17 723)
Redemption of B-shares  (12 720)  (461 079)  -  -  - -  (473 799)
Capitalisation issue  5 210  (5 210)  -  -  - -  - 
Consolidated profit for the year ended 31 December 2007  -  -  143 371  -  - -  143 371 
Fair value adjustment of forward hedging contracts  -  -  -  -  26 701 -  26 701 
IPO bonus paid by previous shareholders -  15 945  -  -  - -  15 945 
Foreign currency translation effects  -  -  -  27  - -  27 

Balance at 31 December 2007  6 017  579 665  241 105  27  26 701  -  853 515

The comparatives for 2005 include the company financial numbers for Pronova BioPharma ASA only from the date of incorporation 14 March 2005.
The accompanying notes are an integral part of the consolidated financial statements.
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Pronova BioPharma group

Consolidated cash flow statement 
for the year ended 31 December		

(Amounts in NOK 1 000) Note 2007 2006 2005

Cash flows from operating activities
Profit (loss) before tax  201 955  (30 191)  (10 783)
Taxes paid in the period  (47 260)  (41 578)  - 
Loss on disposal of property, plant and equipment 14 355 - -
Depreciation and amortisation 14, 15 216 657  127 575  - 
Gain on disposal of intangible assets 15  -  (570)  - 
Expensed borrowing costs  1 429  1 567  - 
Pension costs, without cash effect  11 285  (235)  - 
Gain on sale of shares  -  (11 531)  - 
Currency effects  (1 884)  19 176  - 
Changes in inventories  (20 855)  (16 663)  - 
Changes in accounts receivable (64 865)  (10 842)  - 
Changes in accounts payable  (21 005)  16 749  - 
Changes in other current assets/liabilities  (21 406)  132 686  50 

Net cash from operating activities 254 406  186 143  (10 733)

Cash flows from investing activities
Payments for property, plant and equipment 14  (182 181)  (197 588)  - 
Payments for investment in financial assets  -  -  (290 437)
Proceeds from sale of intangible assets  -  6 224  - 
Proceeds from sale of financial assets  -  61 000  - 
Net cash payment for purchase of subsidiary 6  -  (432 197)  - 

Net cash from investing activities  (182 181)  (562 561)  (290 437)

Cash flows from financing activities
Proceeds from new long-term borrowings net of borrowing costs 21  316 875  992 530  289 273 
Payment relating to repayment of long-term debt 21, 26 (316 430)  (506 500)  - 
Receipt from issue of equity  566 328  1 424  20 120 
Redemption of B-shares  (473 799)  -  - 

Net cash from financing activities 92 974  487 454  309 393 

Net change in bank deposits, cash and cash equivalents 165 199  111 036  8 223 
Bank deposits, cash and cash equivalents at beginning of year 119 259  8 223  - 

Bank deposits, cash and cash equivalents at end of year 19 284 458  119 259  8 223 

The comparatives for 2005 include the company financial numbers for Pronova BioPharma ASA only from the date of incorporation 14 March 2005.
The accompanying notes are an integral part of the consolidated financial statements.
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Pronova BioPharma group

Notes to the consolidated financial statements 
for the year ended 31 December 2007

Note 1  General information 

Pronova BioPharma ASA (the company) is incorporated and domiciled 
in Norway. The address of the registered office is Vollsveien 6, 1327 
Lysaker, Norway.

Pronova BioPharma ASA was incorporated as a limited liability com-
pany in March 2005 and a decision was made in May 2007 to convert 
the company to ASA (public limited liability company). The conversion 
was registered in the Central Register of Business Enterprises in 
August 2007. 

The parent company Pronova BioPharma ASA has one wholly owned 
subsidiary, Pronova BioPharma Norge AS, which again has a wholly 
owned subsidiary, Pronova BioPharma Danmark A/S (the subsidiar-
ies). 18.1 per cent of the shares in Pronova BioPharma Norge AS were 
acquired in April 2005. Further, 0.4 per cent of the total voting shares 
were acquired in November 2005 and the remaining shares, up to 
100 per cent ownership, were purchased in May 2006, at which point 
Pronova BioPharma ASA also achieved control in Pronova BioPharma 
Norge AS . Pronova BioPharma Norge AS acquired in March 2007 100 
per cent of the voting share capital in an “off-the-shelf” company, Pro-
nova BioPharma Danmark A/S, domiciled in Kalundborg, Denmark. 

The financial statements presented cover the results of the group for 
the full financial year 2007. Comparative information for 2006 cover 
the results of the group from May 2006. Comparative information for 
2005 represent the parent company Pronova BioPharma ASA only. 

The consolidated financial statements are presented in Norwegian 
kroner (NOK). All amounts, unless stated otherwise, are in NOK 1 000. 
As a result of rounding adjustments, the figures in one or more columns 
included in the financial statements may not add up to the total of that 
column.

Pronova BioPharma ASA and its subsidiaries (the group) have a 
production facility in Sandefjord, Norway and a production site under 
construction in Kalundborg, Denmark. The group’s business concept 
is to develop and manufacture pharmaceutical products derived from 
marine sources. The subsidiary Pronova BioPharma Norge AS has 
developed and patented technologies for the production of pharmaceu-
ticals derived from fish oil with a high concentration of omega-3. The 
group’s main product is an active pharmaceutical ingredient (API), sold 
in more than 40 countries through licence and delivery agreements with 
external partners.

Note 2  Adoption of new and revised standards

2.1.	 Adoption of new and revised standards
At the date of authorisation of these financial statements, the follow-
ing Standards and Interpretations had been issued by the IASB but 
were not effective for the financial year ended 31 December 2007:

Standard/ 
Interpreta-
tion Title Date of issue

Applicable to 
accounting 
periods com-
mencing on

IFRS 8 Operating 
Segments November 2006 1 January 2009

IAS 23 
revised

Borrowing Costs
March 2007 1 January 2009

Amendments 
to IAS 1

Presentation of  
Financial Statements:  
A revised presentation September 2007 1 January 2009

IFRS 3 (R) Business 
Combinations January 2008 1 July 2009

Standard/ 
Interpreta-
tion Title Date of issue

Applicable to 
accounting 
periods com-
mencing on

Amendments 
to IAS 27

Consolidated and 
Separate Financial 
Statements January 2008 1 July 2009

Amendment 
to IFRS 2

Share-based payments: 
Vesting conditions and 
cancellations January 2008 1 January 2009

IFRIC 11 Group and Treasury 
Share Transactions November 2006 1 March 2007

IFRIC 12 Service Concession 
Arrangements November 2006 1 January 2008

IFRIC 13 Customer Loyalty 
Programmes June 2007 1 July 2008

IFRIC 14 IAS 19 – The Limit on 
a Defined Benefit As-
set, Minimum funding 
Requirements and their 
Interaction July 2007 1 January 2008

As at the date of the issue of the financial statements, the following 
standards and interpretations listed above were not approved by the 
EU: IAS 23 (revised), Amendments to IAS 1, IFRS 3 (R), Amendments to 
IAS 27, Amendments to IFRS 2, IFRIC 12, IFRIC 13 and IFRIC 14.
The above standards and interpretations have not been early adopted 
by the group. The impact of IFRS 3 revised and IAS 27 revised on 
Pronova BioPharma’s financial statements is in part dependent upon 
the specific fact pattern of future business combination transactions, 
if any. Adoption of IAS 23 will have no impact on Pronova BioPharma’s 
financial statements. The directors anticipate that the adoption of 
the other Standards and Interpretations in future periods will have no 
material financial impact on the financial statements of the group.

Note 3  Summary of significant accounting policies

The consolidated financial statements for 2007 have been prepared 
in accordance with International Financial Reporting Standards (IFRS) 
and interpretations adopted by the International Accounting Stand-
ards Board (IASB) and approved by the European Union (EU), that are 
relevant to its operations and effective for annual reporting periods 
beginning on 1 January 2007.

The consolidated financial statements have been prepared on the 
historical cost basis modified to include revaluation to fair value of 
available-for-sale financial assets and derivative financial instruments.

The preparation of financial statements in conformity with IFRS re-
quires the use of certain critical accounting estimates. It also requires 
management to exercise judgment in the process of applying the com-
pany’s accounting policies. Areas involving a high degree of judgment or 
complexity, or areas where assumptions and estimates are significant 
to the consolidated financial statements are disclosed in note 4 below. 
The following summary represents the significant accounting policies 
for the company.

3.1.	 Consolidation
The consolidated financial statements include Pronova BioPharma ASA 
and subsidiaries, where the group has the ability to exercise control. 
Control is achieved when Pronova BioPharma has the power to govern 
the financial and operating policies of the entity. Control is normally 
achieved through ownership, directly or indirectly, of more than 50 per-
cent of the voting power. Control can also be achieved through power 
over more than half of the voting rights by virtue of an agreement with 
other investors, or exercise of de facto control. 
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Subsidiaries acquired during a year are included in the consolidated 
financial statements from the date on which the company achieved 
control. All significant transactions and balances between group com-
panies have been eliminated.

The consolidated financial statements have been prepared using 
consistent accounting principles for similar transactions in all compa-
nies included in the group.

Shares in subsidiaries have been eliminated in the consolidated 
financial statements according to the purchase method in IFRS 3. The 
acquired company’s assets and liabilities are included at fair value at 
the acquisition date and the surplus has been classified as goodwill.

3.2.	 Business combinations
Acquisitions of subsidiaries are accounted for by using the purchase 
method. The cost of the business combination is measured as the ag-
gregate of the fair values at the date of exchange of assets, liabilities 
and equity instruments issued by the group in exchange for control of 
the acquiree, plus any costs directly attributable to the business com-
bination. The acquiree’s identifiable assets, liabilities and contingent 
liabilities that meet the conditions for recognition under IFRS 3 Busi-
ness Combinations are recognised at their fair values at the acquisition 
date.

Goodwill arising on the acquisition of a subsidiary represents the ex-
cess of the cost of the business combination over the group’s interest 
in the net fair value of the identifiable assets, liabilities and contin-
gent liabilities of the subsidiary recognised at the date of acquisition. 
Goodwill is initially recognised as an asset at cost and is subsequently 
measured at cost less any accumulated impairment losses.

Goodwill is tested for impairment on an annual basis, or more 
frequently when there is an indication of impairment. For the purpose 
of impairment testing, goodwill is allocated to the cash generating unit 
expected to benefit from the synergies of the business combination. 
If the recoverable amount of the cash-generating units is less than the 
carrying amount of the units, the impairment loss is allocated first to 
reduce the carrying amount of any goodwill allocated to the units and 
then to the other assets of the units pro-rata on the basis of the car-
rying amount of each asset in the unit. An impairment loss recognised 
for goodwill is not reversed in a subsequent period. On disposal of a 
subsidiary, the attributable amount of goodwill is included in the deter-
mination of the gain or loss on disposal.

3.3.	R evenue recognition
Revenue is measured at the fair value of the consideration received or 
receivable at the time of the transaction. Revenue is reduced for esti-
mated customer returns, rebates, and other similar allowances, if any.

Revenue from the sale of goods
Revenue from the sale of goods is recognised when all the following 
conditions are satisfied:

the group has transferred to the buyer the significant risks and ÄÄ
rewards of ownership of the goods;
the group retains neither continuing managerial involvement to the ÄÄ
degree usually associated with ownership nor effective control over 
the goods sold;
the amount of revenue can be measured reliably;ÄÄ
it is probable that the economic benefits associated with the transac-ÄÄ
tion will flow to the entity; and
the costs incurred or to be incurred in respect of the transaction can ÄÄ
be measured reliably.

There is typically a time lag of several months between delivery of the 
API to our license and distribution partners and the ultimate sale by 
these partners to the wholesaler and end-user. Agreements with each 
individual customer determine the pricing levels and timing of revenue 
recognition. The four principal pricing models and the appurtenant 
revenue recognition models with our partners are as follows:

USA – In the USA, a two-stage system is in place with Reliant. For API 
used by the partner as samples, a lower “sample” price applies versus 
the ultimate trade price. For API to be pre-packaged and sold com-
mercially, a higher price is applicable. All sales are initially invoiced at 
the lower price, with a subsequent adjustment based on the actual pro-

portion of samples versus sales of commercial product. At the time of 
delivery of the API from the group, revenues are recognised based on 
an estimate of the proportion of samples and the commercial product, 
and revenue is increased or decreased in subsequent periods to reflect 
the actual outcome. When estimating the proportion of samples and 
commercial product, we use judgment, including prior experience and 
expected levels based on input from the partner. Actual outcomes are 
based on reporting by the partner, which occurs on a monthly basis and 
generally relates to shipments effected from four to six months prior 
to the reporting date. 

Italy – In Italy, the API is invoiced in NOK on the basis of price per 
kilogram. Revenue is recognised at the time of delivery of the API from 
the group on the basis of the invoiced amount.

Europe (excluding Italy) – In Europe, other than in Italy, the API is mainly 
invoiced in Euro and Danish kroner based on 25 per cent of the partner’s 
expected net selling price, which is the price charged by our partner to 
the wholesaler. Revenue is recognised at the time of delivery of the API 
from the group based on the invoiced amount.

Korea – In Korea, the API is invoiced in US dollars based on price per 
kilogram. Revenue is recognised at the time of delivery of the API from 
the group on the basis of the invoiced amount.

Milestone payments and deferred revenue - royalties
Milestone payments 
The group has licensed the rights to sell its API to external partners 
in many countries. The license agreements are combined with delivery 
contracts, which provide the group with exclusive rights to deliver the 
product to the licensees. Entering into combined license and sup-
ply agreements, as well as the occurrence of events regulated by the 
agreements, triggers the receipt of non-refundable up-front payments 
and milestone payments from the licensees. The level of the payments 
is determined by the terms of the agreement as a whole, and it is not 
feasible to allocate the payments to the individual elements in the 
agreements. Significant payments are recognised as revenue from the 
time of the first commercial delivery and over the expected actual pe-
riod of the license agreement. The method of allocation is based on the 
expected delivery profile over the license term. Immaterial payments 
are recognised when the right of receipt occurs. Amounts received, but 
not recognised in revenues, are included in “deferred revenue”. Amounts 
expected to be recognised in revenue within 12 months of the balance 
sheet date are classified as current. Other amounts are classified as 
non-current deferred revenue.

Royalties
Royalties are generally based on net wholesale prices achieved and 
are determined by reference to the underlying arrangement with each 
partner in the relevant markets. Revenues are recognised at the time of 
sales to end-users based on reporting from the partners.

3.4.	 Foreign currencies
Functional and presentation currency
The consolidated financial statements are presented in Norwegian 
kroner (NOK), which is the functional currency of the parent company 
and of the subsidiary Pronova BioPharma Norge AS and the presenta-
tion currency of the group. The functional currency of the subsidiary 
Pronova BioPharma Danmark A/S is Danish kroner (DKK).

In the consolidated financial statements, the assets and liabilities 
of non-Norwegian krone functional currency subsidiaries, including 
the related goodwill, if any, are translated into Norwegian krone using 
the rate of exchange as of the balance sheet date. The results and cash 
flows of non-Norwegian krone functional currency subsidiaries are 
translated into Norwegian krone using the average exchange rate for 
the period reported. Exchange adjustments arising when the opening 
net assets and the net income for the year retained by the non-Nor-
wegian krone operation are translated into Norwegian krone are taken 
into Reserves and reported in the statement of changes in equity. On 
disposal of a non-Norwegian krone functional currency subsidiary, 
the deferred cumulative amount recognised in equity relating to that 
particular non-Norwegian krone entity is recognised in the income 
statement as part of the gain or loss on disposal.
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Transactions and balances
In individual companies, transactions in currencies other than the en-
tity’s functional currency are recorded at the exchange rate prevailing 
at the date of transaction. Gains and losses on transactions and assets 
and liabilities denominated in other currencies than the functional 
currency are recognised in the income statement. Monetary items 
denominated in foreign currencies are translated at the exchange 
rate prevailing at the balance sheet date. Non-monetary items that 
are measured in terms of historical cost in a foreign currency are not 
re-translated.

3.5.	P roperty, plant and equipment
Property, plant and equipment (PP&E) is recognised when there is 
probable future economic benefit and when the acquisition cost can be 
measured reliably. PP&E are measured at historical cost less accumu-
lated depreciation and any impairment losses. Historical cost includes 
expenditures that are directly attributable to the acquisition of the 
individual item. 

PP&E are depreciated on a straight-line basis over their expected 
useful lives. If significant individual parts of PP&E have different use-
ful lives, they are accounted for and depreciated separately. Expected 
useful lives, residual values and depreciation methods are reviewed at 
each year-end, with the effect of any changes in estimate accounted 
for on a prospective basis. 

Gain or loss due to sale or retirement of PP&E is calculated as the 
difference between sales proceeds and carrying value and is recog-
nised in the income statement as “other income” or “other expenses”.

3.6.	I ntangible assets
Research and development
Costs to develop intangible assets internally, including development 
expenses, are recognised on the balance sheet if, and only if, all of the 
following have been demonstrated:

The technical feasibility of completing the intangible asset so that it ÄÄ
will be available for use or sale;
The intention to complete the intangible asset and use or sell it;ÄÄ
The ability to use or sell the intangible asset;ÄÄ
How the intangible asset will generate probable future economic ÄÄ
benefits;
The availability of adequate technical, financial and other resources ÄÄ
to complete the development and to use or sell the intangible asset; 
and
The ability to measure reliably the expenditure attributable to the ÄÄ
intangible asset during its development

The research and development process for projects in which the 
group typically participates consists of a number of stages. The group 
normally undertakes drug discovery, pre-clinical and pretoxicological 
studies, which typically represent the research phase of the process. 
During these phases it is difficult to assess the commercial viability 
of the product under development. All expenditures on research are 
thus expensed as incurred. External partners normally undertake 
development stages one and two, i.e. the product development part of 
the process. To the extent that the group participates in development 
stages one and two, an assessment based on the relevant criteria above 
is made in order to determine whether recognition on the balance sheet 
is appropriate. 

Separately acquired intangible assets
Intangible assets acquired separately are reported at cost less ac-
cumulated amortisation and accumulated impairment losses. Intangible 
assets with a finite economic life are amortised on a straight-line 
basis over their estimated useful lives. The estimated useful life and 
amortisation method are reviewed at the end of each annual reporting 
period, with the effect of any changes in estimate being accounted for 
on a prospective basis. 

Intangible assets acquired in a business combination
Intangible assets acquired in a business combination are identified and 
recognised separately from goodwill when they satisfy the definition of 
an intangible asset and their fair values can be measured reliably. The 
cost of such intangible assets is their fair value at the acquisition date. 
Subsequent to recognition, the assets are reported at cost less accu-
mulated amortisation and accumulated impairment loss. The amortisa-

tion charges related to patents, customer contracts and customer rela-
tions, all of which have finite useful lives, are cash-flow based. The bulk 
of the intangible assets were acquired in connection with the purchase 
of the subsidiary Pronova BioPharma Norge AS in May 2006. Amortisa-
tion charges are based on expected discounted cash inflows related to 
the assets. The annual amortisation charges will diminish over time.

3.7.	I mpairment of tangible and intangible assets excluding goodwill
At each balance sheet date, the carrying amounts of the group’s tan-
gible and intangible assets are reviewed to determine whether there 
is any indication that those assets have suffered an impairment loss. 
If any such indication exists, the recoverable amount of the asset is 
estimated in order to determine the extent of the impairment loss (if 
any). Where it is not possible to estimate the recoverable amount of 
an individual asset, the group estimates the recoverable amount of the 
cash-generating unit to which the asset belongs.

Recoverable amount is the higher of fair value less costs to sell and 
value in use. In assessing value in use, the estimated future cash flows 
are discounted to their present value using a pre-tax discount rate that 
reflects current market assessments of the time value of money and 
the risks specific to the asset for which the estimates of future cash 
flows have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is es-
timated to be less than its carrying amount, the carrying amount of the 
assets (or cash-generating unit) is reduced to its recoverable amount. 
An impairment loss is recognised immediately in profit or loss. Where 
an impairment loss subsequently reverses, the carrying amount of the 
asset (or cash-generating unit) is increased to the revised estimate of 
its recoverable amount, but so that the increased carrying amount does 
not exceed the carrying amount that would have been determined had 
no impairment loss been recognised for the asset (or cash-generating 
unit) in prior years. A reversal of an impairment loss is recognised im-
mediately in profit or loss.

To date, there have been no indications of impairment of assets iden-
tified within the group, and no impairment losses have been recognised.

3.8.	 Borrowing costs
Borrowing costs directly attributable to the acquisition, construction 
or production of qualifying assets, which are assets that necessarily 
take a substantial period of time to get ready for their intended use or 
sale, are added to the cost of those assets, until such time as the as-
sets are substantially ready for their intended use or sale. 

Borrowing costs capitalised as part of the historical cost of major 
assets constructed are amortised over the estimated useful life of the 
asset.

All other borrowing costs are recognised in profit or loss in the 
period in which they are incurred.

3.9.	I ncome Tax
Income tax expense represents the sum of the tax currently payable 
and deferred tax. 

Current tax
The tax currently payable is based on taxable profit for the year. Taxable 
profit differs from profit as reported in the income statement because 
it excludes items of income or expense that are taxable or deductible 
in other years and it further excludes items that are never taxable or 
deductible. The group’s liability for current tax is calculated using the 
applicable tax rate that has been enacted as at the balance sheet date.

Deferred tax
Deferred tax is recognised using the balance sheet liability method. 
Under this method, deferred tax is calculated based on the temporary 
differences arising between the tax bases of assets and liabilities and 
their carrying amounts in the financial statements. Deferred tax li-
abilities are generally recognised for all taxable temporary differences, 
and deferred tax assets are generally recognised for all deductible 
temporary differences to the extent that it is probable that taxable 
profits will be available against which those deductible temporary dif-
ferences can be utilised. Such assets and liabilities are not recognised 
if the temporary difference arises from goodwill or from the initial 
recognition (other than in a business combination) of other assets and 
liabilities in a transaction that affects neither the taxable profit nor 
the accounting profit. Tax related to equity transactions are recognised 
directly in equity. 
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Deferred tax assets and deferred tax liabilities are presented net 
for each group company.

3.10.	I nventories
Inventories are stated at the lower of cost, using weighted average 
method, and net realisable value. Cost includes direct materials (largely 
fish oil and active ingredients), direct labour, supplies (energy, water), 
other direct cost and an appropriate portion of variable and fixed 
production overhead based on normal operating capacity. 

Net realisable value for raw materials and work in progress repre-
sents the estimated selling price for inventories less all estimated 
costs of completion and costs necessary to make the sale.

3.11.	 Financial assets
Financial assets represent a contractual right by Pronova BioPharma 
to receive cash or another financial asset in the future. Financial as-
sets include cash and cash equivalents, trade and other receivables 
and financial derivatives. Pronova BioPharma did not enter into any 
commodity derivative contracts in the periods presented. Financial as-
sets classified as non-current include prepaid borrowing costs for the 
unused revolving credit facility of NOK 1 500 million. Financial assets 
are initially recognised at fair value including transaction costs directly 
attributable to the transaction. Subsequently, all assets, with the 
exception of derivatives, are accounted for at amortised cost. Financial 
assets are derecognised when the rights to receive cash from the asset 
have expired or when Pronova BioPharma has transferred its rights to 
receive cash flows from the asset and has either transferred substan-
tially all of the risks and rewards of the asset or has transferred control 
of the asset. Cash and cash equivalents, short-term investments and 
accounts receivable are discussed below. All other financial assets are 
measured at amortised cost. 

Cash and cash equivalents.
 Cash and cash equivalents includes cash, bank deposits and all other 
monetary instruments with a maturity of less than three months from 
the date of acquisition. Cash and cash equivalents, as defined for 
reporting purposes in the cash flow statement, consist of cash and cash 
equivalents as defined above, net of outstanding bank overdrafts con-
nected to cash management activities.

Trade and other receivables
Trade receivables and other short-term receivables are initially recog-
nised at fair value and subsequently measured at amortised cost. An al-
lowance for impairment of trade receivables is established when there is 
objective evidence that Pronova BioPharma will not be able to collect all 
amounts due according to the original terms of the receivables. The im-
pairment charge is made to “other expenses”. Subsequent recoveries of 
amounts previously written off are credited against the same line item in 
the income statement. Current receivables are normally not discounted.

3.12.	 Financial liabilities
Financial liabilities represent a contractual obligation by Pronova Bio
Pharma to deliver cash in the future, and are classified as either current 
or non-current. Financial liabilities include trade and other payables, 
borrowings and financial derivatives. Financial liabilities are initially 
recognised at fair value net of transaction costs directly attributable 
to the transaction. Subsequently, all liabilities, with the exception of 
derivatives, are accounted for at amortised cost. Financial liabilities 
are derecognised when the obligation is discharged through payment or 
when Pronova BioPharma is legally released from the primary responsi-
bility for the liability. Current payables are normally not discounted.

3.13.	 Derivative financial instruments
Derivative financial instruments are marked-to-market with the result-
ing gain or loss reflected in the income statement, except when the 
instruments meet the criteria for cash flow hedge accounting. Deriva-
tives are classified as current. Hedging instruments are classified ac-
cordingly. If Pronova BioPharma has payment netting agreements and 
the intention and ability to settle two or more derivatives, or contracts 
accounted for as derivatives, net, the contracts are presented net on 
the face of the balance sheet. The ability to settle net is conditional on 
simultaneous offsetting of cash-flows from the two contracts. Oth-
erwise, derivative contracts are presented gross at their fair value. For-
ward currency contracts are recognised in the financial statements and 
measured at fair value at each balance sheet date with the resulting 

unrealised gain or loss recorded in financial expense, except when the 
instruments meet the criteria for cash-flow hedge accounting. Interest 
income and expense relating to swaps are netted and recognised as 
income or expense over the life of the contract. Foreign currency swaps 
are translated into Norwegian krone at applicable exchange rates as of 
the balance sheet date with the resulting unrealised exchange gain or 
loss recorded in financial income (expense), net. 

Hedge accounting is applied when specific hedge criteria are met. 
The changes in fair value of the qualifying hedging instruments are 
offset in part or as a whole by the corresponding changes in the fair 
value or cash flows of the underlying exposures being hedged. With 
effect from third quarter 2007, the group applies hedge accounting for 
foreign exchange forward contracts as set out in IAS 39 for cash flow 
hedges. Prior to third quarter 2007, forward contracts were recognised 
in the balance sheet at fair value, with the effects of change in fair 
value being recognised in the income statement during the period in 
which they occur. From third quarter 2007 and onwards, forward con-
tracts determined as cash flow hedges are recognised in the balance 
sheet at fair value and gains and losses on the hedging instruments are 
deferred in Reserves until the underlying transaction is recognised in 
the income statement. When it is determined that a forecast hedged 
transaction is no longer expected to occur, all the corresponding gains 
and losses deferred in Reserves are immediately recognised in the 
income statement. Any amounts resulting from hedge ineffectiveness 
for both fair value and cash flow hedges are recognised in the current 
period’s income statement. For fair value hedges, both the changes in 
the fair value of the designated derivative instrument and the changes 
in the fair value of the hedged item are recognised currently in the 
income statement.

3.14.	 Employee benefits and post-employment benefits
Short-term employee benefits
Short-term employee benefits, such as wages, salaries, social security 
contributions, paid annual leave, as well as short-term bonus agree-
ments are accrued in the period in which the associated services are 
rendered by the employee.

Post-employment benefits
Defined contribution plans
Obligations for contributions to defined contribution plans are rec-
ognised as an expense in the income statement when employees have 
rendered services entitling them to the contributions.

Defined benefit plans
In accounting for pensions which are defined benefit plans, the cost 
of the obligation is recognised over the service life according to the 
plan benefit formula. The method of allocation corresponds to the plan 
benefit formula unless the bulk of the service costs accrue towards the 
end of the service life. In such instances, service costs are allocated on 
a straight-line basis. Experience adjustments and the effect of changes 
in assumptions are amortised over the expected remaining service life 
to the extent they exceed 10 per cent of the greater of the pension 
obligation and the plan assets (corridor). Past service costs of plan 
amendments that are not dependent on future service (vested), are 
recognised in the income statement immediately. Past service costs of 
plan amendments which are conditional on future service, are allocated 
on a straight-line basis until vesting. 

The retirement benefit obligation recognised in the balance sheet 
represents the present value of the defined benefit obligation as 
adjusted for unrecognised actuarial gains and losses and unrecognised 
past service cost, and as reduced by the fair value of plan assets. Ac-
tuarial valuations are carried out at each balance sheet date, on which 
measurement of pension obligations and plan assets are based.
An accrual for social security costs is included in the figures, calculated 
based on the net actual pension deficit. 

Joint pension plan under collective agreement
The subsidiary participates in a joint pension plan under collec-
tive agreement (AFP). Under this plan, entities contribute to a fund 
administered by employee and employer organisations (LO/NHO). The 
contributions are based on the future expected payments which will be 
made to employees electing to take early retirement. The joint pension 
plan is a defined benefit multi-employer plan, but are accounted for as 
a contribution plan as the company’s share of benefit obligations and 
plan assets cannot be reliably measured.
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3.15.	 Government grants
Government grants relate to operating contributions related to the 
“skattefunn” scheme (tax deductions related to research and develop-
ment). Such contributions are recognised in the income statement as an 
offset to the related expense.

3.16.	 Leases
The group has entered into certain arrangements to lease land and 
property, plant and equipment. Leases where the company is the lessee 
in which a significant portion of the risks and rewards of ownership 
are retained by the lessor are classified as operating leases. Payments 
made under operating leases (net of any incentives received from the 
lessor) are charged to the income statement on a straight-line basis 
over the period of the lease.

The group has not entered into any lease arrangements which sub-
stantially transfer the economic risk and control to the group (finance 
leases). 

3.17.	P rovisions
Provisions are recognised when Pronova BioPharma has a present 
obligation (legal or constructive) as a result of a past event, and it is 
probable that Pronova BioPharma will be required to settle the obliga-
tion. Pronova BioPharma recognises the best estimates of provisions 
only when a reliable estimate can be made of the amount, taking into 
account the risks and uncertainties surrounding the obligation. If a pro-
vision is measured using the cash flows estimated to settle the present 
obligation, its carrying amount is the present value of the cash flows. 
Contingent assets are not recognised in the financial statements.

3.18.	 Fair value estimation
The fair market value of derivative financial instruments such as cur-
rency forwards and swaps are based on fair value models with market 
input. The company’s fair value estimations are performed by an inde-
pendent third party (Nordea Bank).

 Interests in non-consolidated companies (available for sale) are (rel-
evant for 2005 only) investments in shares that are not publicly traded. 
The fair value is determined based on actual consideration in transac-
tions considered to approximate the value at the year-end.

The carrying values of trade receivables and payables less impair-
ment allowances for trade receivables, are assumed to approximate 
their fair values due to the short-term nature of trade receivables 
and payables. The fair value of other financial liabilities for disclosure 
purposes is estimated based on discounted expected future principal 
payments and interest payments. 

Note 4  Critical accounting estimates and judgments

In the application of the group’s accounting policies, which are 
described in note 3, management is required to make judgments, 
estimates and assumptions about the carrying amounts of assets 
and liabilities that are not readily apparent from other sources. The 
estimates and associated assumptions are based on historical experi-
ence and other factors, including expectations of future events, which 
are considered to be relevant. Actual results may differ from these 
estimates.

The estimates and underlying assumptions are reviewed on an 
ongoing basis. Revisions to accounting estimates are recognised in the 
period in which the estimate is revised if the revision affects only that 
period or in the period of the revision and future periods if the revision 
affects both current and future periods.

The estimates and assumptions that have a significant risk of 
causing a material adjustment to the carrying amounts of assets and 
liabilities within the next financial year are outlined below.

Revenue recognition
The accounting policies in note 3 above describe the revenue recogni-
tion procedures where there is differentiated pricing depending on the 
usage of the product, i.e. whether it is intended for samples or commer-
cially packaged. The company uses judgment, including prior experience 
and expected levels based on input from the customer, when determin-
ing the ratios.

Milestone payments and deferred revenue
The group receives milestone payments from customers as described 
in the revenue recognition accounting policy in note 3 above. Revenue 
recognition is based on the expected delivery profile over the licence 
term. Immaterial payments are recognised when the right of receipt 
occurs. This describes management’s best estimate of revenues, but 
may differ from actual outcome. Amounts received, but not recognised 
in revenues, are included in “deferred revenue”. The classification as 
current or non-current is based on the expected timing for recognition 
as revenues.

Amortisation of intangible assets
Intangible assets are significant balance sheet items for the group. The 
estimated useful life and the corresponding amortisation schedule is 
a matter of significant judgment for the group. Estimated useful lives 
are subject to reassessment at every financial year-end and changes in 
estimates could have a significant impact on the financial results for 
the group.

The group has, with effect from the financial year 2008, decided to 
change the amortisation profile for patents, customer contracts, and 
customer relations acquired in the business combination in May 2006. 
The assessed useful lives of these intangible assets are unchanged, 
but the allocation of amortisation has been amended. The amortisation 
plans for these identifiable intangible assets are based on projected 
discounted future cash flows. The projected future cash flows were risk 
adjusted in order to reflect the uncertainty in the projections. Based on 
updated information regarding the commencement of expected sales 
to the Japanese market and also performance since the formation of 
the group, the group has revised the projected future cash flows identi-
fied at the time of the business combination. For further details, see 
note 15 Goodwill and other intangible assets.

Business combinations and goodwill
In accounting for the acquisition of businesses, Pronova BioPharma is 
required to determine the fair value of assets, liabilities, and intangible 
assets at the time of acquisition. Any excess purchase price is included 
in Goodwill. In the business Pronova BioPharma operates, fair values of 
individual assets and liabilities are normally not readily observable in 
active markets, which require Pronova BioPharma to estimate the fair 
value of acquired assets and liabilities through valuation techniques. 
Such valuations are subject to a number of assumptions including the 
useful lives of assets, replacement costs and the timing and amounts of 
certain future cash flows, which may be dependent on future commod-
ity prices, currency rates, discount rates, and other factors. 

Under IAS 36 Impairment of Assets, goodwill and certain intangible 
assets are reviewed at least annually for impairment. The impairment 
test for goodwill involves estimating the fair value of the group of 
cash generating units to which goodwill is assigned, and comparing the 
estimated fair value to the carrying value of the group of cash generat-
ing units including goodwill. Should the carrying value exceed the 
estimated fair value, the excess is recognised as an impairment charge. 

Note 5  Transition from NGAAP (Norwegian generally  
	 accepted accounting principles) to IFRS

Transition effects on the consolidated income statement 

(Amounts in NOK 1000) 2006

Net loss for the year NGAAP  (41 017)

Amortisation of goodwill NGAAP  20 951 
Unrealised gain after tax on interest rate swaps  1 598 

Net loss for the year IFRS  (18 468)

There is no amortisation of goodwill under IFRS. 
Unrealised gain on interest rate swaps is not recognised under NGAAP.
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Transition effects on the consolidated balance sheet 

The balance sheet is affected by the transition effects described for income statement and changes in equity. 
In addition certain reclassifications have been made in order to reflect differences in presentation and disclosure requirements.

Transition effects on the consolidated statement of changes in equity

(Amounts in NOK 1000) Share capital Reserves
Retained 
earnings

Investment 
revaluation 

reserve Total equity 

Balance at 1 January 2006 NGAAP  2 100  10 256  -  -  12 356 

Fair value adjustments on investments in shares  -  -  -  47 286  47 286 

Balance at 1 January 2006 IFRS  2 100  10 256  -  47 286  59 642 

Balance at 31 December 2006 NGAAP  13 019  472 884  70 257  -  556 160 

Accumulated amortised goodwill NGAAP  -  -  25 879  -  25 879 
Unrealised gain on interest rate swaps  -  -  1 598  -  1 598 

Balance at 31 December 2006 IFRS  13 019  472 884  97 734  -  583 637 

Transition effects on the consolidated statement of cash flows

The transition effects do not have any effect on net cash from operating activities and net cash from investing activities.
Net cash from financing activities in 2006 is influenced by the fact that bank overdraft on NOK 13.7 million for cash flow statement purposes 
is presented as a net element of cash and cash equivalents, because bank overdrafts are an integral part of the groups`s cash management.

 Note 6  Business combinations 

Transaction and equity 2006 

On 10 May 2006, Pronova BioPharma ASA (PB Holding AS) purchased the remaining shares of Pronova BioPharma Norge AS (Pronova Biocare AS). 
It had previously owned 18.5 per cent of the shares in the company which were recognised at fair value, as an 'available-for-sale' investment.  
After the business combination Pronova BioPharma ASA owns 100 per cent of the voting shares in Pronova BioPharma Norge AS. The activities of 
the subsidiary are described in note 1 to these consolidated financial statements. 

Total consideration paid for 100 per cent of the shares was NOK 1 683.3 million. NOK 1 428 million of this total related to the acquisition of  
81.5 per cent on 10 May 2006. 

The consideration consisted of the following: 

(Amounts in NOK 1 000)  

 Cash payment  574 500 
 Loan from shareholders  375 000 
 Convertible loan  478 520 

 Total  1 428 020 

 The convertible loan was immediately converted into shares subsequent to the business combination. 
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Recognition of identifiable assets, liabilities and goodwill
The amounts recognised at the acquisition date were as follows: 

(Amounts in NOK 1 000)  Carrying value  Fair value 

 Non-current assets 
 Property, plant and equipment 426 893 426 893
 Intangible assets 7 187 1 129 134
 Other financial assets 61 000 61 000

 Current assets 
 Inventories 66 802 119 802
 Trade and other receivables 230 666 230 666
 Cash and cash equivalents 142 303 142 303

 Non-current liabilities 
 Deferred tax liabilities 37 803 362 161
 Interest-bearing liabilities 471 953 471 953
 Retirement benefit obligations/(assets) (2 721) 12 479

 Current liabilities 
 Trade and other payables 60 329 60 329
 Current tax liabilities 42 565 42 565
 Other liabilities 38 164 39 489

 Goodwill on acquisition - 633 453

The carrying amounts of the acquired company are presented according to Norwegian generally accepted accounting principles and the account-
ing policies adopted by Pronova BioPharma Norge AS prior to the business combination. The requirement to identify fair values for all identifiable 
assets and liabilities has been complied with on acquisition, thus creating an appropriate IFRS platform for the group going forward. Pronova 
BioPharma Norge AS will continue to prepare its company financial statements based on Norwegian GAAP. Management therefore considers it  
impracticable to undertake a full conversion of the Pronova BioPharma Norge AS stand-alone financial statements to IFRS as at the acquisition 
date. 

The revenues contributed by the acquired company from the date of acquisition to 31 December 2006 are NOK 448.5 million. Before taking into 
account group adjustments arising from fair value adjustments on acquisition and other group eliminations, Pronova BioPharma Norge AS  
contributed NOK 131.1 million to the profits of the group.

 

Pro forma information (unaudited)

Had the business combination been effectuated on 1 January 2006, the revenues from the combined entity for the year ended 31 December 2006 
would have been NOK 667.4 million. This pro forma adjustment is based on including the revenues recognised in the acquired entity for January 
through April 2006. Similarly, pro forma loss for the combined entity would have been NOK 25.6 million, based on the following assumptions:

1)	 amortisation of intangible assets is adjusted based on the assumption of a straight-line charge throughout the year
2)	 financial expenses relating to the financing raised in connection with the purchase of Pronova BioPharma Norge AS have been adjusted pro forma to 

approximate the expense that would be incurred if the financing were in place at 1 January 2006. The pro forma adjustment assumes that financial 
costs, including interest, fair value adjustments to related derivatives and other related charges accrue on a straight-line basis throughout the year

3)	 the adjustment in income tax expense relates to the deferred tax charge made in relation to adjustments described above. The tax rate used is 
28 per cent (tax rate of Norway enacted as at the balance sheet date)

Transaction and equity 2007 

On 20 March, Pronova BioPharma Norge AS purchased 100 per cent of the shares in ASX 9667 ApS. In an extraordinary general meeting the same 
day, ASX 9667 ApS changed name to Pronova BioPharma Danmark A/S. The objects of Pronova BioPharma Danmark A/S are to produce and sell 
Omega-3 products, directly or indirectly. 

Total consideration paid for 100 per cent of the shares is DKK 0.5 million.

The consideration consisted of the following: 

(Amounts in NOK 1 000)  

Cash payment  542 

Total  542
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Recognition of identifiable assets, liabilities and goodwill 
The amounts recognised at the acquisition date were as follows: 

(Amounts in NOK 1 000)  Carrying value  Fair value 

Cash and cash equivalents 542 542
Goodwill on acquisition - -

Net cash payments for purchases of subsidiaries in the cash flow statement can be reconciled to the related items in the balance sheet as follows: 

(Amounts in NOK 1 000) 2007 2006

Cash payment  542  574 500 
Cash and cash equivalents in the subsidiary at the time of acquisition  (542)  (142 303) 
Net cash payments for purchase of subsidiaries  -  432 197

Note 7  Revenues and other income

Pronova BioPharma ASA had no sales related to activities in 2006 or 2007. All revenues for the group are consequently related to the subsidiary,  
Pronova BioPharma Norge AS, included from May 2006. The group has one operating segment. 

(Amounts in NOK 1 000) 2007 2006 2005

Sales of goods 925 672 409 591 -
Milestone payments recognised in revenues 5 045 7 911 -
Royalty income 83 122 30 991 -
Other income 538  1 955 -

Total 1 014 377 450 448 -

Revenues by geography (including other income)
Europe 417 762 212 028 -
USA 570 211 233 297 -
Rest of the World 26 404 5 123 -

Total  1 014 377 450 448 -

With effect from the third quarter of 2007, forward contracts are recognised in the balance sheet at fair value, but the effects of the period’s 
changes in fair value are deferred in equity until the underlying hedged objects are realised, at which time the effect is recognised in the income 
statement. The amounts disclosed above for revenues from the sale of goods include this recycling of the effective amount of the foreign currency 
derivatives that are used to hedge foreign currency revenues. The amount included in revenues from sale of goods in 2007 is NOK 4 million.

Other income in 2007 relates to sales of trademark. Other income in 2006 relates to immaterial milestone payments recognised when the right of 
receipt occurred and other items not directly related to the sale of the active pharmaceutical ingredient (API)

Note 8  Cost of materials and change in inventory

In connection with the purchase of Pronova BioPharma Norge AS, an identified excess inventory value of NOK 53 million was recognised at the 
time of the acquisition in May 2006. The excess inventory value on hand at the time of the acquisition was sold during May and June 2006, and as a 
consequence the excess value was expensed during this period.

43Pronova  Biopharma  ASA
consolidated financial statements – group



(Amounts in NOK 1 000) 2007 2006 2005

Employee benefits 
Salaries and wages  97 344  47 301 -
Social security tax  16 912  7 213 -
Pensions (see note 22)  17 211  1 672 -
Other benefits  14 996  6 683 -
IPO Bonus  15 945  - -

Total  162 408  62 869 -

Number of employees - full time equivalents during the financial year  175  138 -

Note 9   Employee benefits and remuneration to senior management, board and auditor

The board of directors’ statement on determination of salary and other remuneration for senior executives in 
Pronova BioPharma Group

1.	In troduction
Pursuant to Section 6-16a of the Public Lim-
ited Companies Act, the board of directors of 
public limited companies shall make a state-
ment containing guidelines for determination 
of salary and other remuneration for the 
managing director and other senior execu-
tives (jointly the “senior executives”). The 
statement will be presented at the ordinary 
general meeting in Pronova BioPharma ASA 
to be held on 6 May 2008 and apply to the 
financial year 2008. 

The guidelines in relation to share-based 
incentive schemes are binding on the board of 
directors. The rest of the guidelines are non-
binding, but the board of directors will have 
to state the reasons in the minutes if they 
chose to deviate from the guidelines.

2.	 Decision-making authority
The board of directors shall approve the 
managing director’s salary and other 
remuneration. The managing director shall 
determine the salaries and other remunera-
tion of the other senior executives within the 
limits set in these guidelines and possible 
further detailed guidelines set by the board 
of directors. 

3.	 Guidelines for remuneration for 
the financial year 2008

Remuneration to the senior executives of the 
group shall be based on the following main 
principles:

Fixed salary
The fixed salary shall be determined based 
on the position, level of responsibility, 
competence and seniority. The salary shall be 
competitive. 

Annual bonus
The bonus shall be determined and paid based 
on the level of the position and the values cre-
ated by the employee or group of employees. 
The annual bonus for vice presidents shall 
be limited to maximum 40 per cent of fixed 
salary, and for the chief executive officer 
maximum 70 per cent of fixed salary. For 
senior executives other than vice presidents 
and the chief executive officer, the annual 
bonus shall be limited to maximum 25-40 per 
cent, depending on the position and level of 

responsibility.
The maximum annual bonus in terms of the 

percentage of fixed salary includes holiday 
allowance, which means that the bonus paid a 
given year is exclusive the holiday allowance 
which will be paid the following year. The an-
nual bonus is not subject to pension earnings. 

Payments in kind
The group shall not offer any payments in 
kind beyond the following: Car allowance, 
telephone usage, mobile phone usage, broad-
band, daily newspapers, life insurance and 
other personnel insurance schemes.

Share-based incentive schemes
The group does not use any form of remuner-
ation which implies that senior executives are 
granted warrants or options and does not use 
any other share linked or share price linked 
remuneration. 

Pension schemes
Employees employed before 1 January 2005 
may choose between a defined benefit 
pension scheme and a defined contribution 
pension scheme. Employees with a shorter 
length of service have a defined contribution 
pension scheme. The schemes adhere to the 
limits set forward in the “Company pension 
act” (defined benefit pension schemes) and 
the “Pension contribution act” (defined contri-
bution pension schemes), and do not cover 
pensions earnings for salary above 12 times 
the base amount of Norwegian Social Secu-
rity (12 G).  Some of the senior executives 
have a right to early retirement from the age 
of 65, and this is now an unfunded pension 
scheme compensated in cash.

Notice period and severance payment
The chief executive officer has a notice 
period of six months. The senior executives 
have a notice period of minimum three and 
maximum six months. 

Upon termination by the group, the chief 
executive officer is entitled, in addition to 
his statutory right to salary during the notice 
period, to compensation equivalent to 12 
months salary.

In the event of change of control, the chief 
executive officer is entitled, in addition to 
his statutory right to salary during the notice 

period, to compensation equal to 24 months 
of salary if the chief executive officer resigns 
from his position after having performed 
work as chief executive officer in the group 
for 12 months for a new owner after the 
change of control. The right to receive this 
compensation expires 14 months after the 
change of control. The chief executive officer 
has a right to receive the same compensation 
if the chief executive officer's employment is 
terminated by a new owner within 12 months 
after the change of control. 

The chief financial officer is entitled, in 
addition to his statutory right to salary during 
the notice period, to compensation equal to 
six months salary upon termination by the 
group. The Senior Management apart from 
the chief executive officer and chief financial 
officer are not entitled to receive any com-
pensation upon termination except for their 
statutory right to receive salary during the 
notice period. 

Other variable elements in the remuneration
Beyond what appears above, the group shall 
not offer senior executives variable elements 
in their remuneration or special payments 
which are added to the fixed salary. 

4.	T he group’s remuneration policy 
for the financial year 2007

There are no changes in respect of the 
remuneration guidelines compared to the 
guidelines resolved by the extraordinary 
general meeting 27 August 2007. The group 
has complied with the remuneration policy 
resolved by the extraordinary general meet-
ing 27 August 2007. 

The guidelines for 2007 were identical 
with the guidelines for 2008 to be presented 
at the ordinary general meeting in Pronova 
BioPharma ASA to be held on 6 May 2008 
and apply to the financial year 2008, except 
for a change in the annual bonus for vice 
presidents and for the chief executive officer. 
In 2007, the annual bonuses were limited to 
maximum 30 per cent of fixed salary for vice 
presidents and 50 per cent of fixed salary 
for the chief executive officer. There has 
also been some extraordinary compensation 
linked to share purchases and sign-on/stay-
on agreements.
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Remuneration senior management and board of directors

(Amounts in NOK 1 000)  Salary  Bonus 
 Other  

remuneration 
 Booked  

pension cost 
 Director’s 

fee  Total 

Remuneration senior management 2006 

Tomas Settevik, CEO  1 054  538  90  277 - 1 959
Morten Jurs, CFO (from 15 October)  302  125  16  156 - 599
Else-Marie Haram, VP quality assurance  904  117  -    96 - 1 117
Hans Ivar Robinson, VP commercial and business development (from 
29 May)  775  300  62  123 - 1 260
Solveig Hellebust, VP human resources and communications  654  183  45  152 - 1 034
Kjetil Olsen, VP manufacturing development  656  187  56  142 - 1 041
Cecilia Orheim, Head of legal affairs  358  57  -    33 - 448
Trygve Christophersen, VP manufacturing (from 1 November)  171  80  16  89 - 356
Hogne Vik, SVP medical and regulatory affairs and R&D  647  170  56  204 - 1 077

Total group  5 521  1 757  341  1 272  - 8 891

Remuneration senior management 2007
Tomas Settevik, CEO  2 062  591  4511  135 - 3 239
Morten Jurs, CFO  1 619  246  3451  57 -  2 267 
Eckart Holtz, VP R&D and medical affairs (from 15 October)  302  29  27  4 -  362 
Else-Marie Haram, VP quality assurance  888  145  63 139 - 1 235
Hans Ivar Robinson, VP commercial and business development  1 235  202  2271  55 -  1 719 
Solveig Hellebust, VP of human resources and communications  1 121  179  2061  184 - 1 690
Kjetil Olsen, VP of manufacturing development  1 126  181   2061   133 - 1 646
Cecilia Orheim, head of legal affairs  756 134 1 5622  38 -  2 490 
Hilde Steineger, head of investor relations (from 1 August)  548  102  5052  22 -  1 177 
Trygve Christophersen, VP manufacturing  968  160  1 0122  57 -  2 197 
Hogne Vik, SVP medical and regulatory affairs and R&D  
(until 31 December 2007)  1 116  -    2401  127 - 1 483

Total group 11 741 1 969 4 844  951  - 19 505
1) Including compensation in cash for abolishment of early retirement plan
2) Including compensation linked to share purchases and sign-on/stay-on agreements

Board of directors 2007
Gert W. Munthe, chair of the board  -  -  - - -  - 
Jo Lunder  -  -  - - -  - 
Siri Fürst  -  -  - - -  - 
Jo Klaveness  -  -  - - -  - 
Rikke Tobiasson Reinemo  -  -  - - -  - 
Sverre M. Sondbø, employee representative 1  639  46 100 79 - 864
Hege Charlotte Bakken, employee representative 1  703 67 100 37 - 907

Total board of directors  1 342  113 200 116  - 1 771

Former board member Egil Bodd received directors fee in 2007 of NOK 200 000. No compensation has been paid or accrued to members of the 
board of directors during 2006 and 2005. The amounts above and in the tables are exclusive of social security tax of 14.1 per cent.
1) Employed by Pronova BioPharma Norge AS

Auditor’s remuneration – Deloitte AS

(Amounts in NOK 1 000)  2007  2006 2005 

Statutory audit  1 134  243  15 
Other audit related services  2 546  31  - 
Tax advisory services  146  152  - 
Other legal related services  77  25  - 
Non-audit services regarding the IPO-process  2 150  -  - 
Other non-audit services  529  299  - 

Note 10  Leasing 

The group has in 2007 entered into a 50 year lease agreement with local Danish authorities for land at Kalundborg. The nominal amount to be paid 
per annum, commencing in 2009, is approximately DKK 0.5 million. 
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Note 11  Financial income and expenses 

(Amounts in NOK 1 000) 2007 2006 2005

Interest income 9 013 6 171 48 
Gain on sale of shares in EPAX AS - 11 531 -
Change in fair value of financial instruments 24 550 2 220 -
Foreign exchange gains 34 754 26 584 -
Other financial income 15 925 - 10 

Total financial income 84 242 46 506 58 

Interest expense (82 103) (54 281) (8 350)
Change in fair value of financial instruments (4 608) (21 432) -
Foreign exchange losses (64 018) (37 048) -
Other financial expenses (21 539) (4 346) (2 491)
Less amounts included in the cost of qualifying assets (capitalised interest) 3 646 1 869 -

Total financial expenses (168 624) (115 238) (10 841)

Financial costs - net (84 382) (68 732) (10 783) 

Note 12  Income tax expense 

(Amounts in NOK 1 000) 2007 2006 2005

Components of income tax expense
Deferred tax expense relating to the origination and reversal of temporary differences (33 382) (40 494) (3 019)
Write-down of deferred tax asset 1 457 - -
Current tax expense 90 509 28 839 -
Adjustment to prior year - (68) -

Income tax expense (income) 58 584 (11 723)  (3 019)

Income tax payable (balance sheet) 
Income tax payable 90 509 49 353 -
R&D related tax refund (Skattefunn credited to other operating expenses) (1 440) (1 440) -
Tax effect IPO costs (6 892) - -
Withholding tax credit paid (1 069) (2 772) -

Current tax liabilities (balance sheet) 81 108 45 141 -

Reconciliation from nominal to actual tax rate
Profit (loss) before tax 201 955 (30 191) (10 783)
Expected income tax applying nominal tax rate * 56 722 (8 453) (3 019)
Tax effect of the following items: 
Non-deductible expenses 809 432 - 
Non-taxable income (404) (3 633) - 
Valuation allowance deferred tax asset 1 457 - -
Income tax expense (income) recognised in profit or loss before prior year items 58 584 (11 655) (3 019)
Adjustments recognised in the current year in relation to the current tax of prior years - (68) - 

Income tax expense (income) recognised in profit or loss  58 584 (11 723) (3 019)

Effective tax rate expense (income) 29.0% 38.8% 28.0%

*)	 The tax rate used for 2005 and 2006 reconciliation above is the corporate tax rate of 28 per cent payable by corporate entities in Norway. The tax rate 
used for the 2007 reconciliation above is a weighted average of the corporate tax rates of 28 per cent payable by corporate entities in Norway and of 25 
per cent payable by corporate entities in Denmark. 

Equity transactions with tax effect

(Amounts in NOK 1 000) 2007 2006 2005

IPO costs 6 892  -  - 
Cash flow hedge  10 384  -  - 
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Specification of the tax effect of temporary differences and losses carried forward: 

 2007  2006 

(Amounts in NOK 1 000)  Asset  Liability  Asset  Liability 

Property, plant and equipment  - (28 169)  -  (18 017) 
Intangible assets  - (243 566)  -  (287 657) 
Other financial assets  - (13 346)  -  (239) 
Inventories  - (4 039)  -  (6 291) 
Trade and other receivables  - (14 626)  -  (10 870) 
Retirement benefit obligations 6 589  -  3 429  - 
Current liabilities  560  -  -  (131) 
Other financial liabilities  3 383  -  -  - 
Borrowings  - (1 611) 6 032  (1 442) 
Deferred taxable (gains) losses  - (6 319)  -  (7 899)
Deferred revenue 24 552  -  24 951  - 
Losses carried forward  1 445  -  -  - 

Total deferred tax asset (liability) 36 529 (311 676) 34 412 (332 546)

Valuation allowance (1 445)  -  -  - 

Total deferred tax asset (liability) before offset 35 084 (311 676) 34 412 (332 546)

Net deferred tax asset (liability) in the balance sheet  - (276 592) 4 351 (302 485)

Deferred income tax assets and deferred income tax liabilities are offset when there is a legally enforceable right to offset current tax assets 
against current tax liabilities and where the deferred income taxes relate to the same fiscal authority. 

Deferred tax assets and liabilities are measured at the tax rate expected to apply in the period in which the liability is settled or the asset realised, 
based on the tax rates and tax laws that have been enacted or substantively enacted as at the balance sheet date. 

Deferred tax balances 
Deferred tax assets (liabilities) arise from the following: 

(Amounts in NOK 1 000)
 Opening  

balance 
 Charged  

to income 
 Charged  
to equity  Acquisitions 

 Closing  
balance 

Temporary differences 2006
Property, plant and equipment  - (6 157) - (11 860) (18 017)
Other intangible assets  - 26 488 - (314 145) (287 657)
Other financial assets  - (622) -  - (622)
Inventories  - 13 321 - (19 612) (6 291)
Trade and other receivables  - (2 765) - (8 105) (10 870)
Other current financial assets  - (386) - 386  - 
Retirement benefit obligations  - (9) - 3 438 3 429 
Deferred revenue  - 7 428 - 17 523 24 951 
Non-current borrowings  - 4 973 -  - 4 973 
Other current liabilities  - (573) - 442 (131)
Deferred taxable (gains) losses  - 1 815 - (9 714) (7 899)
Tax losses carried forward  3 019 (3 019) -  -  - 

Total deferred tax assets (liability)  3 019  40 494  - (341 647) (298 134)

Unused tax losses and credits 2006
Tax losses  -  -  -  -  - 
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Deferred tax balances (continued)
Deferred tax assets / (liabilities) arise from the following: 

(Amounts in NOK 1 000)
 Opening  

balance 
 Charged  

to income 
 Charged  
to equity  Acquisitions 

 Closing  
balance 

Temporary differences 2007
Property, plant and equipment (18 017) (10 152)  -  - (28 169)
Other intangible assets (287 657) 44 091  -  - (243 566)
Other financial assets (622) 374 (13 098)  - (13 346)
Inventories (6 291) 2 252  -  - (4 039)
Trade and other receivables (10 870) (3 756)  -  - (14 626)
Other financial liabilities  - 669 2 714  -  3 383 
Retirement benefit obligations 3 429 3 160  -  - 6 589 
Deferred revenue 24 951 (399)  -  - 24 552 
Non-current borrowings 4 973 (6 584)  -  - (1 611)
Other current liabilities (131) 691  -  - 560 
Deferred taxable (gains) losses (7 899) 1 580  -  - (6 319)
Tax losses carried forward  -  -  -  -  - 

Total deferred tax assets (liability) (298 134)  31 926 (10 384)  - (276 592)

Unused tax losses and credits 2007
Tax losses  -  1 445  -  -  1 445 

The unused tax loss is not recognised as a deferred tax asset. The tax loss relates to the subsidiary in Denmark. 

Note 13  Earnings per share 

(Amounts in NOK 1 000) 2007 2006 2005

Net profit (loss) for the year 143 371 (18 468) (7 764)
Dividends attributable to preference shareholders (B-shares) (27 799) (22 469)  - 
Net profit (loss) for the year attributable to ordinary shareholders 115 572 (40 937) (7 764)

Average number of ordinary shares outstanding  256 948 923  195 933 825  18 876 712 
Basic and diluted profit (loss) per share in NOK  0.45 (0.21) (0.41)

In April 2006 there was a share split of 1:1000. In August 2007, there was a share split of 1:7. The numbers of shares have been adjusted to reflect 
this from the earliest period presented. 

In May 2006 a number of the ordinary shares were converted into B-shares (preference shares), creating two share classes. This has been included 
to reflect an adjustment to earnings for preference dividends and the number of shares on a prospective basis. 

In June 2007, a number of B-shares were converted into ordinary shares, maintaining the existing shareholder’s proportionate ownership. 

This has been included in the determination of average ordinary shares outstanding and the profit available to holders of ordinary shares on a 
prospective basis.

A resolution was made in a general meeting on 27 August 2007 to redeem all B-shares in connection with the initial public offering in october 2007. 

There were no issued or outstanding options or any other dilutive effects in the periods presented. Earnings per share have therefore not been 
diluted. 
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 Note 14  Property, plant and equipment 

(Amounts in NOK 1 000) Land and buildings
Machinery 

and equipment Total

Acquisition cost  

Balance at 1 January 2006  -  -  - 
Additions on acquisition of subsidiary  155 395  271 498  426 893 
Other additions 624 192 064 192 688
Disposals - - -

Balance at 31 December 2006 156 019 463 562 619 581

Balance at 1 January 2007 156 019 463 562 619 581
Additions 71 854 253 783 325 637
Disposals (600) (1 007) (1 607)

Balance at 31 December 2007 227 273 716 338 943 611

Accumulated depreciation 

Balance at 1 January 2006  -  -  - 
Disposals  -  -  - 
Current year depreciation expense 5 857 26 604 32 461

Balance at 31 December 2006 5 857 26 604 32 461

Balance at 1 January 2007 5 857 26 604 32 461
Disposals (518) (734) (1 252)
Current year depreciation expense 8 703 49 818 58 521

Balance at 31 December 2007 14 042 75 688 89 730

Carrying amount
As at 31 December 2006 150 162 436 958 587 120
As at 31 December 2007 213 231 640 650 853 881

Estimated useful life  20 years  5-10 years 
Depreciation rate 5%  10 - 20% 

All property, plant and equipment is depreciated on a straight-line basis over the estimated useful life of the assets.

As at year-end, property, plant and equipment have been pledged to secure borrowings of the group. See note 21 for borrowings.

As at year-end the group had made contractual commitments to purchase property, plant and equipment and related services to construct prop-
erty, plant and equipment amounting to NOK 269 058. This is split between Pronova BioPharma Norge AS with NOK 18 819 and Pronova BioPharma 
Danmark A/S with NOK 250 239.

The amount of borrowing costs capitalised in the year is NOK 5.8 million for 2007 (2006: NOK 1.9 million). This is split between Pronova BioPharma 
Norge AS with NOK 3.2 million and Pronova BioPharma Danmark A/S with NOK 2.6 million.

The group has used a capitalisation rate of 5.37 per cent for 2007 and 4.53 per cent for 2006 to determine the amount of borrowing costs eligible 
for capitalisation. 

Booked value of capitalised borrowing costs as at 31 December 2007 was NOK 10.6 million (2006: NOK 5.6 million). This is split between
Pronova BioPharma Norge AS with NOK 8 million and Pronova BioPharma Danmark A/S with NOK 2.6 million.

Property, plant and equipment under construction at year-end amounts to NOK 269.5 million (2006: NOK 125.5 million)and is included in plant and 
machinery. This amount is split between Pronova BioPharma Norge AS with NOK 39.2 million and Pronova BioPharma Danmark A/S with NOK 230.3 
million.

Loss on scrapping of property, plant and equipment amounts to NOK 0.4 million and is included in other expenses in the income statement.

Maintenance costs which do not increase the performance of the assets or increase the estimated useful life of an asset is not included in the 
acquisition cost.
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Reconciliation of capitalised additions versus payments for property,  
plant and equipment and intangible assets:

(Amounts in NOK 1 000)
 Land and 
buildings 

Machinery 
and equip-

ment 

Patents 
and trade-

marks

Research 
& develop

ment Total

2006  
Capitalised additions included in trade payables as at the beginning of the year  -  -  - -  - 
Capitalised additions acquired separately during the year  624  192 064  4 900 -  197 588 
Capitalised additions included in trade and other payables as at year-end  -  -  - -  - 

Payments for property, plant and equipment and intangible assets  624  192 064  4 900 -  197 588 

2007
Capitalised additions included in trade payables as at the beginning of the year  -  -  - -  - 
Capitalised additions acquired separately during the year  71 854  253 783  - 4 201 329 838
Capitalised additions included in trade and other payables as at year-end  (71 854)  (75 803)  - -  (143 657)

Payments for property, plant and equipment and intangible assets - 177 980  - 4 201  182 181

Note 15  Goodwill and other intangible assets 

(Amounts in NOK 1 000) 
Patents and 
trademarks

Customer 
contracts

Customer 
relations Goodwill

Research & 
Development Total

Cost
Acquisition cost as at 1 January 2006  -  -  -  -  -  - 
Additions on acquisition of subsidiary 260 913 387 270 480 951 633 453  - 1 762 587 
Other additions acquired separately 4 900  -  -  -  - 4 900 
Disposals (5 867)  -  -  -  - (5 867)

Acquisition cost as at 31 December 2006 259 946 387 270 480 951 633 453  - 1 761 620 

Cost as at 1 January 2007  259 946  387 270  480 951  633 453  -  1 761 620 
Additions on acquisition of subsidiary  -  -  -  -  - 
Other additions  -  -  -  4 201  4 201 
Disposals  -  -  -  - 

Acquisition cost as at 31 December 2007 259 946 387 270 480 951 633 453 4 201 1 765 821 

Accumulated amortisation  - 
Accumulated amortisation as at 1 June 2006  -  -  -  -  -  - 
Current year amortisation expense 23 935 15 310 55 870  -  - 95 115 
Disposals (213)  -  -  -  - (213)

Accumulated amortisation as at 31 December 2006 23 722 15 310 55 870  -  - 94 902 

Accumulated amortisation as at 1 January 2007  23 722  15 310  55 870  -  -  94 901 
Current year amortisation expense 36 595 98 575 22 965  -  - 158 136 
Disposals  -  -  -  -  - 

Accumulated amortisation as at 31 December 2007 60 317 113 885 78 835  -  - 253 037 

Net carrying amount as at 31 December 2006 236 224 371 960 425 082 633 453  - 1 666 719 
Net carrying amount as at 31 December 2007 199 629 273 385 402 116 633 453 4 201 1 512 784 

 Estimated useful life  4-13 years  20 years  20 years  N/A  N/A 

 Remaining amortisation period  2-11 years  18 years  18 years  N/A  N/A 
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Amortisation of Intangible assets 

Pronova BioPharma ASA purchased the subsidiary Pronova BioPharma Norge AS (formerly Pronova Biocare AS) for a net excess purchase price of 
NOK 1 407.9 million on 10 May 2006. Through a purchase price allocation, as required by IFRS 3, identifiable intangible assets have been recog-
nised apart from goodwill.

Of the excess purchase price, NOK 1 121.9 million was allocated to identifiable intangible assets at the time of acquisition; whereas remaining car-
rying amount as at 31 December 2007 was NOK 869.9 million, NOK 252 million has thus been amortised since the acquisition of the company. The 
amortisation charge in 2007 was NOK 157.5 million. 

The amortisation charges related to patents and trademarks, customer contracts and customer relations are cash flow based and have finite useful lives. 

The group has, with effect from the financial year 2008, changed the amortisation profile within the estimated total useful life period for potents, 
customer contracts and customer relations acquired in the business combination in May 2006. The assessed useful life of these intangible assets 
are unchanged. 

The amortisation plans for these identifiable intangible assets are based on the projected future cash flows at the time of the business allocation. 
The projected future cash flows were risk adjusted in order to reflect the uncertainty in the projections. Based on updated information regarding 
the commencement of expected sales to the Japanese market and also performance since the formation of the group, the group has revised the 
projected future cash flows identified at the time of the business combination.

The group also acquired other minor patents and trademarks in the business combination. Fair value of these identifiable intangible assets were 
deemed to equate the carrying value. These intangible assets are amortised based on a straight-line method and no adjustments have been made to 
this plan.

The effect of the change of the amortisation profile for the financial year 2008:

(Amounts in NOK 1 000)  Patents 
Customer 
contracts

 Customer 
relations  Total 

Estimated amortisation charges of identifiable intangible assets in 2008 based on 
the original amortisation profile:  34 665  22 965  97 814  155 444 
Estimated amortisation charges of identifiable intangible assets in 2008 after an 
updated amortisation profile: 28 749 30 262 35 429 94 440

The effect of the change of the amortisation profile for the financial year 2008 5 916 (7 297) 62 385 61 004

Amortisation profile of identifiable intangible assets with a cash flow based amortisation profile:

(Amounts in NOK 1 000)  Patents 
Customer 
contracts

 Customer 
relations  Total 

2008 28 749 30 262 35 429 94 440
2009 27 552 27 763 32 834 88 149
2010 23 974 27 360 32 650 83 984

The residual value, useful life and the amortisation method applied are subject to review on an annual basis and, if expectations differ from the 
previous estimates or there have been a significant change in the expected pattern of consumption of the future economic benefits embodied in 
the intangible assets, the estimates or method will be changed to reflect the changed estimates or pattern.

As at the year-end, there were no restrictions in title related to intangible assets. The group had made no contractual commitments as to the acqui-
sition of intangible assets at the balance sheet date.

Litigation

Germany

The Federal Patent Court in Munich, Germany,issued a decision in November, by which Pronova BioPharma’s patent covering the API of Omacor 
was declared invalid in Germany. The patent in suit expires in August 2009 and the decision does not affect the right to supply and sell Omacor in 
Germany. Following the growing international demand for Omacor/Lovaza, potential volumes lost in the German market will be reallocated to other 
fast-growing markets and Pronova BioPharma considers the ruling to have, if any, limited commercial impact. Pronova BioPharma has recently re-
ceived the written arguments of the GermanFederal Patent Court, explaining the reasoning behind the ruling that declared the patent covering the 
API of Omacor invalid in Germany. Following a detailed review of this report, Pronova BioPharma believes that there is a strong case for an appeal.

 

Italy

The nullity action against the patent covering the API of Omacor progressed in 2007 with the court hearing appointed expert of the Milan Court 
issuing his report in March 2007. Both Pronova BioPharma and the opposing parties submitted their comments on this report, and a hearing with 
respect to the report and the comments was held in October 2007. A final hearing is expected to be held in the first half of 2008. Although the 
timing of the court cannot be predicted with certainty, it is expected that the decision of the court will be rendered towards the end of 2008. In 
May 2006, Pronova BioPharma took legal action against Chiesi Farmaceutici for infringement of the Italian patent in the Court of Rome, on account 
of Chiesi Farmaceutici filing a marketing mandate application with the Italian Competition Authority for approval of a generic form of Seacor. The 
court appointed a technical expert in the case, who issued her report in July 2007. The court held a hearing with respect to this report in December 
2007, and final written responses were given by both parties in January 2008. It is expected that the decision of the court will be rendered during 
the first half of 2008.
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Goodwill

The goodwill recognised comprises amounts recognised from the acquisition of the subsidiary Pronova BioPharma Norge AS in May 2006. In ac-
cordance with IFRS 3 Business Combinations’, the net assets of the acquired company were included at their fair value upon acquisition. The excess 
of the cost of the business combination over the fair value of the identifiable assets, liabilities and contingent liabilities is recognised as goodwill in 
the consolidated financial statements.

As of 31 December 2007 the group has only one cash-generating unit and has identified only one business segment. Goodwill is thus allocated and 
tested on a group level. The goodwill is considered to be largely related to the potential for development and commercialisation of new, marine-
originated omega-3 derived pharmaceutical products, as well as the potential for extended areas of use for existing products.

Goodwill is tested for impairment on an annual basis, and more frequently if there are indications that amounts may be impaired. In accordance 
with IAS 36 Impairment of assets’, the carrying amount of the cash-generating unit to which the goodwill has been allocated is compared with the 
recoverable amount of the unit, which in this instance is group level. The recoverable amount is determined based on value-in-use calculations. 
These calculations use cash flow projections approved by management covering a five-year period. The pre-tax discount rate applied to the cash-
flow projections is 9 per cent.

Based on the calculations referred to above, it has been concluded that the recoverable amount exceeds the carrying amount of the unit.  
Consequently, no impairment charge has been made for the year ended 31 December 2007.

Research and development
Direct expenses relating to R&D costs are included in employee benefit expenses and in other operating expenses. The 
amounts below are net of government refunds (“Skattefunn”) of NOK 1.4 million in 2007 and NOK 1.4 million in 2006.

(Amounts in NOK 1 000)  2007  2006 2005

Employee benefit expenses  12 545 7 013 -
Other operating expenses  20 915 19 942 -

Total  33 460 26 955 -

Note 16  Subsidiaries 

 Company name 
 Date of 

acquisition 
 Consolidated 

(Yes/No)  Registered office 
 Voting 

share 
 Ownership 

share 

Pronova BioPharma Norge AS  10 May 2006  Yes  Bærum, Norway 100% 100%
Pronova BioPharma Danmark A/S 1  20 March 2007  Yes  Kalundborg, Denmark 100% 100%

 1) Pronova BioPharma Danmark A/S is a 100 per cent owned subsidiary of Pronova BioPharma Norge AS. 

Note 17  Inventories 

(Amounts in NOK 1 000) 2007 2006

Raw materials 111 089 77 144 
Work in progress 6 182 13 585 
Finished goods 41 234 46 107 
Allowance for obsolescence/losses (1 185) (371)

Total  157 320  136 465 

Cost of material recognised as an expense includes net NOK 0.8 million (2006: NOK 3 million) in respect of write-downs of inventory.  
The main part of the allowance are related to inventory from business demerged from the group. Previous write-downs have been reversed.

At year-end, inventories have been pledged to secure borrowings of the group. See note 21 for Borrowings.

The turnover rate for work in progress and finished goods are approximately 4. To secure a high quality on crude fish oil, the stock of raw materials 
are kept on a high level. 
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Note 18  Trade and other receivables 

(Amounts in NOK 1 000) 2007 2006

Trade receivable 99 595 83 048 
Trade receivables not invoiced 88 897 56 429 
Other receivables 71 528 39 420 
Allowance for doubtful receivables (1 760) (700)

Total  258 260  178 197 

Trade receivables not invoiced include amounts relating to goods supplied in accordance with the dual pricing agreements as described in the 
revenue recognition section of the accounting policy note (note 2), and royalties from partners. 76.7 per cent of other receivables in 2007 relates 
to VAT receivables in the Kalundborg project. The group has invoiced receivables of NOK 265 000 which have been due in more than one year.

Ageing of past due but not impaired

(Amounts in NOK 1 000) 2007 2006

1 - 30 days  - 15 971 
31 - 60 days 3 254 3 333 
61 - 90 days  -  - 
90 + days 1 693 2 684 

Total  4 947  21 988 

Included in the group’s trade receivable balance are debtors with a carrying amount of NOK 4.947 million (2006: NOK 21.988 million) which are 
past due date at the reporting date. This represents 5.1 per cent of trade receivables per 31.12.07, and an improvement of 21.4 percentage points 
compared to 2006. The group does not hold any collateral over these balances. NOK 265 000 of the receivables have been due more than one year, 
but the amounts are still considered recoverable. 

Credit risk

The group’s maximum credit risk on all trade receivables will be the recognised value at entering day. 95 per cent of all receivables relates to 
the group’s seven partners and two customers of intermediate products. The concentration of risk is limited due to the partners being solid and 
unrelated. Our largest partner Reliant Pharmaceutical (GlaxoSmithKline), which constitute a major part of the group’s receivables, is considered to 
be a company with high credit quality. It has not been any difficulties recovering trade receivables from the group’s current partners in the period. 
Accordingly, the directors believe that there is no further credit provision required in excess of the allowance for doubtful debts.

Percentage split of trade receivables:

2007 2006

Receivables by geography
US 38.6% 24.4%
Europe 58.9% 74.8%
ROW 2.5% 0.8%

Total 100% 100%

Movement in the allowance for doubtful accounts

(Amounts in NOK 1 000) 2007 2006

Balance at the beginning of the year 700 700 
Impairment losses recognised on receivables 1 060  - 

Balance at end of the year 1 760 700 

The impairment losses recognised represent the difference between the carrying amount of the trade receivables and the present  
value of the expected proceeds.
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Ageing of impaired trade receivables

(Amounts in NOK 1 000) 2007 2006

Not due 689  - 
 1 - 30 days  - 700 
 31 - 60 days  -  - 
 61 - 90 days  -  - 
 90 + days 1 071  - 

Total  1 760  700

Note 19  Cash and cash equivalents 

Cash and cash equivalents include cash and bank deposits. 

The group’s bank deposit includes restricted funds of NOK 329 000 related to employee tax deductions. 

For the purposes of the cash flow statement, cash and cash equivalents include cash on hand and in banks and investments in money market instru-
ment, if any, net of outstanding bank overdraft. Bank overdrafts are an integral part of the group’s cash management. 

Cash and cash equivalents at the end of the financial year as shown in the cash flow statement  
can be reconciled to the related items in the balance sheet as follows: 

(Amounts in NOK 1 000) 2007 2006 2005

Cash and bank balances  284 458  132 988  8 223 
Bank overdraft (13 729) - 

Total cash and cash equivalents in the cash flow statement  284 458  119 259  8 223

Note 20  Share capital and shareholder information 

 The share capital in the parent company as at 31 December 2007 consists of the following share classes: 

Number  
of shares

 Nominal amount  
in NOK

 Book value  
in NOK 1 000

Ordinary shares  300 832 508  0.02  6 016 650 

Total  300 832 508  0.02  6 016 650
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Ownership structure 
The 20 largest shareholders in the company as at 31 December 2007 were: 

 Ordinary shares Ownership Voting rights 

Ferd Private Equity Fund (Jersey I) L.P  145 910 372 48.5% 48.5%
Ferd Private Equity Fund (Jersey II) L.P  29 809 895 9.9% 9.9%
JP Morgan Chase Bank  13 920 500 4.6% 4.6%
Morgan Stanley & Co. .Inc.  9 891 961 3.3% 3.3%
Fidelity Funds  9 598 900 3.2% 3.2%
Citibank N.A.  8 661 803 2.9% 2.9%
Brown Brothers Harriman & Co.  7 608 200 2.5% 2.5%
Skandinaviska Enskilda  4 557 700 1.5% 1.5%
JP Morgan Chase Bank  4 105 791 1.4% 1.4%
Svenska Handelsbanken depot  3 661 700 1.2% 1.2%
JP Morgan Chase Bank  3 238 379 1.1% 1.1%
Mutus AS 2  3 122 956 1.0% 1.0%
JP Morgan Chase Bank  3 031 293 1.0% 1.0%
Folketrygdfondet  3 000 000 1.0% 1.0%
RBC Dexia Investor Services Bank  2 929 400 1.0% 1.0%
Odin Europa  2 448 781 0.8% 0.8%
State Street Bank and Trust Co.  1 954 210 0.7% 0.7%
Credit Suisse Securities  1 732 734 0.6% 0.6%
JP Morgan Chase Bank  1 724 006 0.6% 0.6%
Goldman Sachs & Co. Equity  1 350 000 0.4% 0.4%

Top 20 shareholders  262 258 581 87.2% 87.2%

Total other shareholders  38 573 927 12.8% 12.8%

Total number of shares  300 832 508 100% 100%

Shares and options owned by members of the Board and Executive Officers 

 Name  Position  Ordinary shares Percentage  Options 

Gert Munthe1  Chair of the board - -  - 
Siri Fürst  Board member  -  -  - 
Jo Klaveness  Board member  -  -  - 
Jo Lunder  Board member  -  -  - 
Rikke Tobiassen Reinemo1  Board member - -  - 
Hege Charlotte Bakken  Board member (employee representative)  2 000  *  - 
Sverre Sondbø  Board member (employee representative)  3 500 *  - 
Mutus AS2  3 122 956 1.0%  - 
Jurs AS3  459 375 *  - 
Morten Jurs  CFO  5 000 *  - 
Eckart Holtz  3 000 *  - 
Else Marie Haram  VP quality assurance  216 298 *  - 
H.I.R AS4  553 250 *  - 
Guldheim AS5  801 500 *  - 
Trols AS6  801 500 *  - 
Cecilia Orheim  Head of legal affairs  36 000 *  - 
Maxfield AS7  10 500 *  - 
Espelund AS8  328 125 *  - 

Total board members and executive officers as a group 6 343 004 2.1%

*) less than 1 per cent 
1) Gert Munthe and Rikke T. Reinemo represent  Ferd Private Equity Fund (Jersey I+II) L.P, who owns 17 507 202 667 shares (58.4 per cent)
2) Shares beneficially owned by CEO Tomas Settevik 
3) Shares beneficially owned by CFO Morten Jurs 
4) Shares beneficially owned by VP commercial and business development Hans Ivar Robinson 
5) Shares beneficially owned by VP human resources and communications Solveig Hellebust 
6) Shares beneficially owned by VP manufacturing development Kjetil Olsen 
7) Shares beneficially owned by head of investor relation Hilde Steineger 
8) Shares beneficially owned by VP manufacturing Trygve Christophersen 
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Date of registration in the NRBE Type of change in share capital
No of shares 
after change

Subscription 
price per share Par value

Change in 
share capital

Share capital 
after change

Ordinary 
share capital

B-share 
capital

2005
22 March 2005 Incorporation  1 000  120  100  100 000  100 000  100 000  - 
21 May 2005 Share issue  21 000  1 000  100  2 000 000  2 100 000  2 100 000  - 

31 December 2005  21 000  n/a  100.00  n/a  2 100 000  2 100 000  - 

2006
1 January 2006 Beginning of period  21 000  n/a  100  n/a  2 100 000  2 100 000  - 
23 May 2006 Share split 1:1000  21 000 000  n/a  0.10  n/a  2 100 000  2 100 000  - 
24 May 2006 Share issue-conversion of shareholder loan  29 175 376  4.75147  0.10  817 538  2 917 538  2 917 538 -
24 May 2006 Establishment of share classes  29 175 376  n/a  0.10  n/a  2 917 538  437 631  2 479 907 
25 May 2006 Share issue-conversion of loan following purchase of shares in Pronova BioPharma Norge AS 129 885 219 4.75147 0.10 10 070 984 12 988 522 3 132 121 9 856 401
19 August 2006 Share issue  130 185 219  4.75147  0.10  30 000  13 018 522  3 148 621  9 869 901 

31 December 2006  130 185 219  n/a  0.10  n/a  13 018 522  3 148 621  9 869 901 

2007
1 January 2007 Beginning of period  130 185 219  n/a  0.10  n/a  13 018 522  3 148 621  9 869 901 
16 May 2007 Share issue-conversion of shareholder loan  130 260 219  4.75147  0.10  7 500  13 026 022  3 152 371  9 873 651 
4 July 2007 Conversion of 7 880 930 B-shares  130 260 219  n/a  0.10  n/a  13 026 022  3 940 464  9 085 558 
28 August 2007 Share split 1:7  911 821 533  n/a  0.014286  n/a  13 026 022  3 940 464  9 085 558 
28 August 2007 Capitalisation issue  911 821 533  n/a  0.02  5 210 409  18 236 431  5 516 650  12 719 781 
14 October 2007 Redemption of 635 989 025 B-shares  275 832 508  n/a  0.02  (12 719 781)  5 516 650  5 516 650  (12 719 781)
14 October 2007 Share issue - IPO  300 832 508  23  0.02  500 000  6 016 650  6 016 650  - 

31 December 2007  300 832 508  n/a  0.02  n/a  6 016 650  6 016 650  - 

Note 21  Borrowings 

(Amounts in NOK 1 000) 2007 2006

Non-current
Borrowings from financial institutions (secured)  1 173 159  - 
Borrowings from shareholders (unsecured)  -  208 584 

Total non-current borrowings  1 173 159  208 584 

Current  
Borrowings from financial institutions (secured)  150 000  1 007 826 
Borrowings from shareholders (unsecured)  -  107 846 

Total current borrowings  150 000  1 115 672 

Borrowings from financial institutions 

The group companies jointly guarantee non-current borrowings of NOK 1 173.2 million, and current borrowings of NOK 150 million, totalling NOK 
1 323.2 million to external debtors. The amount is presented above as amortised cost. The group’s subsidiary Pronova BioPharma Norge AS holds a 
revolving credit facility of NOK 1 500 million, and an overdraft facility of NOK 125 million. The credit and overdraft facilities mature in June 2012. 
On 4 July 2007, the board of Pronova BioPharma ASA (PB Holding AS) signed a new agreement related to refinancing of existing borrowings of NOK 
1 000 million as well as long-term borrowings of NOK 330 million which were used to finance the repayment of the group’s loans from sharehold-
ers as at 30 June 2007. From a total of NOK 1 330 million, NOK 1 130 million is non-current borrowings in the parent company and NOK 200 million 
non-current borrowings in Pronova BioPharma Norge AS. The first instalment of the parent company borrowings (NOK 1 130 million) is due in June 
2008 and amounts to NOK 75 million. The loan in Pronova BioPharma Norge AS is due for repayment, in total, in June 2012. The new agreement is 
replacing the previous loan agreement which was applicable as at 11 May 2006.

The group has capitalised incurred borrowing costs on the revolving credit facility as at year end and this is presented as other financial assets. 
When the credit facility is drawn up, the capitalised borrowing costs will be reclassified to borrowings in order to present borrowings at amortised 
cost.

The interest rate of the interest bearing debt is subject to NIBOR plus the lenders applicable margin.  
The margin is determined by an interest cover and leverage ratio. 

The group has satisfied all covenants by year-end. 

As the group on 31 December 2006 was in breach of the capital expenditure covenant attaching to the loan agreement, the full amount at the  
balance sheet date as required by IFRS was classified as current. A waiver was obtained subsequent to the year-end, on 26 February 2007. 
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Date of registration in the NRBE Type of change in share capital
No of shares 
after change

Subscription 
price per share Par value

Change in 
share capital

Share capital 
after change

Ordinary 
share capital

B-share 
capital

2005
22 March 2005 Incorporation  1 000  120  100  100 000  100 000  100 000  - 
21 May 2005 Share issue  21 000  1 000  100  2 000 000  2 100 000  2 100 000  - 

31 December 2005  21 000  n/a  100.00  n/a  2 100 000  2 100 000  - 

2006
1 January 2006 Beginning of period  21 000  n/a  100  n/a  2 100 000  2 100 000  - 
23 May 2006 Share split 1:1000  21 000 000  n/a  0.10  n/a  2 100 000  2 100 000  - 
24 May 2006 Share issue-conversion of shareholder loan  29 175 376  4.75147  0.10  817 538  2 917 538  2 917 538 -
24 May 2006 Establishment of share classes  29 175 376  n/a  0.10  n/a  2 917 538  437 631  2 479 907 
25 May 2006 Share issue-conversion of loan following purchase of shares in Pronova BioPharma Norge AS 129 885 219 4.75147 0.10 10 070 984 12 988 522 3 132 121 9 856 401
19 August 2006 Share issue  130 185 219  4.75147  0.10  30 000  13 018 522  3 148 621  9 869 901 

31 December 2006  130 185 219  n/a  0.10  n/a  13 018 522  3 148 621  9 869 901 

2007
1 January 2007 Beginning of period  130 185 219  n/a  0.10  n/a  13 018 522  3 148 621  9 869 901 
16 May 2007 Share issue-conversion of shareholder loan  130 260 219  4.75147  0.10  7 500  13 026 022  3 152 371  9 873 651 
4 July 2007 Conversion of 7 880 930 B-shares  130 260 219  n/a  0.10  n/a  13 026 022  3 940 464  9 085 558 
28 August 2007 Share split 1:7  911 821 533  n/a  0.014286  n/a  13 026 022  3 940 464  9 085 558 
28 August 2007 Capitalisation issue  911 821 533  n/a  0.02  5 210 409  18 236 431  5 516 650  12 719 781 
14 October 2007 Redemption of 635 989 025 B-shares  275 832 508  n/a  0.02  (12 719 781)  5 516 650  5 516 650  (12 719 781)
14 October 2007 Share issue - IPO  300 832 508  23  0.02  500 000  6 016 650  6 016 650  - 

31 December 2007  300 832 508  n/a  0.02  n/a  6 016 650  6 016 650  - 

Note 21  Borrowings 

(Amounts in NOK 1 000) 2007 2006

Non-current
Borrowings from financial institutions (secured)  1 173 159  - 
Borrowings from shareholders (unsecured)  -  208 584 

Total non-current borrowings  1 173 159  208 584 

Current  
Borrowings from financial institutions (secured)  150 000  1 007 826 
Borrowings from shareholders (unsecured)  -  107 846 

Total current borrowings  150 000  1 115 672 

Borrowings from financial institutions 

The group companies jointly guarantee non-current borrowings of NOK 1 173.2 million, and current borrowings of NOK 150 million, totalling NOK 
1 323.2 million to external debtors. The amount is presented above as amortised cost. The group’s subsidiary Pronova BioPharma Norge AS holds a 
revolving credit facility of NOK 1 500 million, and an overdraft facility of NOK 125 million. The credit and overdraft facilities mature in June 2012. 
On 4 July 2007, the board of Pronova BioPharma ASA (PB Holding AS) signed a new agreement related to refinancing of existing borrowings of NOK 
1 000 million as well as long-term borrowings of NOK 330 million which were used to finance the repayment of the group’s loans from sharehold-
ers as at 30 June 2007. From a total of NOK 1 330 million, NOK 1 130 million is non-current borrowings in the parent company and NOK 200 million 
non-current borrowings in Pronova BioPharma Norge AS. The first instalment of the parent company borrowings (NOK 1 130 million) is due in June 
2008 and amounts to NOK 75 million. The loan in Pronova BioPharma Norge AS is due for repayment, in total, in June 2012. The new agreement is 
replacing the previous loan agreement which was applicable as at 11 May 2006.

The group has capitalised incurred borrowing costs on the revolving credit facility as at year end and this is presented as other financial assets. 
When the credit facility is drawn up, the capitalised borrowing costs will be reclassified to borrowings in order to present borrowings at amortised 
cost.

The interest rate of the interest bearing debt is subject to NIBOR plus the lenders applicable margin.  
The margin is determined by an interest cover and leverage ratio. 

The group has satisfied all covenants by year-end. 

As the group on 31 December 2006 was in breach of the capital expenditure covenant attaching to the loan agreement, the full amount at the  
balance sheet date as required by IFRS was classified as current. A waiver was obtained subsequent to the year-end, on 26 February 2007. 

As at year-end the repayment schedule of the loans were as in the table below:

Repayment date  Repayment instalment 

15 June 2008  75 000 
15 December 2008  75 000 
15 June 2009  100 000 
15 December 2009  100 000 
15 June 2010  100 000 
15 December 2010  100 000 
15 June 2011  112 500 
15 December 2011  112 500 
15 June 2012  555 000 

Total  1 330 000 

 Borrowings from shareholders 

The borrowings from the shareholders were repaid 4 July 2007 by NOK 316.4 million plus interests, totalling NOK 324.3 million. See note 26.

 Fair value 

The carrying values of the interest-bearing liabilities are considered to approximate their fair value. Fair value is based on discounted expected 
future principal payments and interest payments. 
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Assets pledged as security and guarantees 

(Amounts in NOK 1 000) 2007 2006

Nominal amount of liabilities, mortgaged 

Borrowings from financial institutions 1 330 000 1 013 729

Carrying amount of pledged assets 
Plant and machinery etc. 486 373  436 958 
Land and buildings  137 251  150 162 
Accounts receivable  186 733  138 777 
Inventories  157 320  136 465 

Total  967 677  862 362 

The group has entered into an agreement with the current lender, which stipulates that property, plant and equipment cannot be pledged to secure 
borrowings from any other lender without the prior consent of the current lender. 

In addition the lender has a first priority pledge on all shares in Pronova BioPharma Norge AS owned by Pronova BioPharma ASA, and all shares in 
Pronova BioPharma Danmark A/S, owned by Pronova BioPharma Norge AS. 

Note 22  Pension costs, funds and obligations 

The parent company had no employees throughout 2006 and 2007, and is as such not obliged to operate pension schemes in accordance with 
legislation on compulsory occupational pensions. 

The subsidiary Pronova BioPharma Norge AS, acquired in May 2006, is obliged to have pension schemes in accordance with the legislation on  
occupational pensions, and operates pension plans that satisfy the requirements of the legislation. 

Defined benefit plans provide the right to defined future benefits. These are mainly dependent on the number of years in service, salary level at 
pension age and the level of the government funded pension benefits (National Insurance). In combination with benefits from the National Insur-
ance, the plan aims at providing benefits at a level of 65 per cent of the salary level up to 12 G (base amount) at the time of retirement. The plan 
requires 30 years of service for full pension benefits. The obligations are funded through an insurance company. 

In addition the group has an early retirement defined benefit pension scheme, which provides certain employees the right to defined future ben-
efits from the age of 65. 

The disability plan is accounted for as a defined contribution plan. 

The group also participates in the joint pension plan under collective agreement (AFP). The AFP plan is a defined benefit multi-employer plan. The 
scheme is recognised as a defined contribution scheme, as the group’s share of the obligation and plan assets cannot be reliably measured. There 
are no retirees included in the AFP scheme as at 31 December 2007. 

The group has also established a defined contribution scheme for employees in Norway. The yearly contribution is set to 5 per cent of the salary 
level between 1-6 G (base amount) and 8 per cent of the salary level between 6-12 G. This plan comprises 136 employees as at year-end 2007 
(94 persons at year-end 2006). All new employees in Norway since 2005 becomes member of this plan. 

Movements in the present value of the defined benefit obligation

(Amounts in NOK 1 000)
Unfunded plan 

2007
 Funded plan 

2007
Funded plan 

2006

Present value of defined benefit obligation at beginning of year  - (33 033)  - 
Business combination - acquisition of Pronova BioPharma Norge AS  -  - (35 515)
Current year service cost (209) (3 045) (2 070)
Current year interest cost (313) (994) (534)
Benefit payments 473 810 920
Actuarial gains (losses) (9 383) 2 103 1 077
Curtailment and settlement effects  -  - 3 089

Present value of defined benefit obligation at end of year (9 432) (34 159) (33 033)
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Movements in the present value of the plan assets

(Amounts in NOK 1 000)
Unfunded plan 

2007
 Funded plan 

2007
Funded plan 

2006

Business combination - acquisition of Pronova BioPharma Norge AS  -  22 993 
Fair value of plan assets at beginning of year  23 077  - 
Expected return on plan assets  1 201  671 
Company contributions  1 441 918 
Benefit payments (810) (920)
Actuarial gains (losses)  153 (192)
Curtailment and settlement effects  148 (393)

Fair value of plan assets at end of year  25 210  23 077 

Present value of funded defined benefit obligations (9 432) (34 159) (33 033)
Fair value of plan assets 25 210 23 077
Net obligation funded plans (9 432) (8 949) (9 956)
Unrecognised actuarial gains (losses ) 1 070 (3 627) (884) 
Social security tax (1 329) (1 262) (1 404)

Net pension benefit obligation in the balance sheet (9 691) (13 838) (12 244)

Employees  5 50 52
Retirees  2 22 23

The major categories of pension plan assets

2007

Bonds 60%
Real estate 13%
Shares 24%

Other 3%

Total 100%

The plan assets are managed by the insurance company in which the policy is held and administered according to guidelines set by the Norwegian 
Securities Commission (Kredittilsynet). Investments are made in securities, bonds and property based on these guidelines, but the investment 
decisions are not controlled by the group. 

Pension cost 

(Amounts in NOK 1 000) 2007 2006 2005

Current year service cost 3 254 2 070  - 
Interest cost on projected benefit obligations 1 308 534  - 
Expected return on pension plan assets (1 075) (671)  - 
Amortisation of unrecognised gains and losses 8 367  -  - 
Curtailment and settlement effects  - (2 697)  - 

Net pension cost before social security tax 11 854 (764)  - 
Social security tax 1 759 293  - 

Net pension cost after social security tax 13 613 (472)  - 
Other pension costs (defined contribution plans and AFP) 3 598 2 143  - 

Pension costs in the income statement 17 211 1 672  - 

The expected plan contributions for the funded benefit plan for 2008 is NOK 1 645 000. The actual return on plan assets for 2007 was 
NOK 1 376 000 and for 2006 NOK 940 000. 

The contributions to the defined contributions plan for 2007 was NOK 2 165 000 and for 2006 NOK 1 012 000. This amount is included in “other  
pension costs” above. 
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The history of experience adjustments is as follows: 

(Amounts in NOK 1 000) 31 December 2007 31 December 2006

Present value of defined benefit obligation (43 591) ( 33 033)
Fair value of plan assets 25 210  23 077 

Deficit (18 381) (9 956)

Experience adjustments on plan liabilities (7 280) (1 240)

Experience adjustments on plan assets 153 (192)

2007  2006 

Actuarial assumptions (income statement)
Discount rate 4.40% 4.00%
Expected increase in salaries 4.50% 4.30%
Expected increase in pensions (funded plan) 1.70% 1.30%
Expected increase in the base amount (G-amount) 4.25% 4.00%
Expected return on pension plan assets 5.50% 5.10%

Applied mortality table  K 63  K 63 
Applied disabled tariff  IR02-level  IR02-level 
Expected withdrawal rate AFP 0% 0%
Expected voluntary retirement 2.20% 2.20%

2007  2006 

Actuarial assumptions (balance sheet)
Discount rate 4.70% 4.40%
Expected increase in salaries 4.50% 4.50%
Expected increase in pensions (funded plan) 2.00% 1.70%
Expected increase in pensions (unfunded plan) 4.25% NA
Expected increase in the base amount (G-amount) 4.25% 4.25%
Expected return on pension plan assets 5.75% 5.50%

Applied mortality table  K 2005  K 63 
Applied disabled tariff  IR02-level  IR02-level 
Expected withdrawal rate AFP 10% 0%
Expected voluntary retirement 8 - 0% 2.20%

Note 23  Deferred revenue 

The subsidiary Pronova BioPharma Norge AS has during 2007 received additional milestone payments from partners relating to sales- and market-
ing rights of the companies product (the active pharmaceutical ingredient) amounting to NOK 7.7 million (NOK 24.7 million in 2006). The non-
refundable share of these payments which are not recognised as revenues are included in the balance sheet as deferred revenue. In 2007 a total of 
NOK 18.9 million of the deferred revenue was recognised as revenue (2006: NOK 11.7 million). 

(Amounts in NOK 1 000) 2007  2006 

Non-current deferred revenue  234 292  245 120 
Current deferred revenue  18 197  18 622 
Total deferred revenue  252 489  263 742
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Note 24  Provisions 

(Amounts in NOK 1 000) Employee bonus  Claims  Legal claims  Total 

Balance at 1 January 2007  2 415  1 004  -  3 419 
Additional provisions and contingent liabilities recognised  7 000  6 569  400  13 969 
Reductions arising from payments  (2 415)  (1 712)  -  (4 127)
Other  -  -  -  - 

Balance at 31 December 2007  7 000  5 861  400  13 261 

Non-current  -  -  -  - 
Current  7 000  5 861  400  13 261 

Balance at 31 December 2007  7 000  5 861  400  13 261 

employee Bonus 

The provision is payable during the first quarter of 2008.

Claims 

This relates to the estimated cost of settling minor claims occurred during the performance of normal business. All the cases are expected to be 
settled in 2008. 

The provisions made are the director’s best estimate of the future outflow of economic benefits that may be required to settle the cases. 

Lawsuits 

The provision relates to the estimated cost of closing a lawsuit for emission to sea. The case is expected to be closed in 2008. 

The provision made is the director’s best estimate of the future outflow of economic benefits that may be required to settle the case. 

Note 25  Financial instruments 

Financial assets and liabilities
Specification of financial instruments

 2007  2006 

(Amounts in NOK 1 000)  Current  Non-current  Current  Non-current 

Assets
Other financial assets  47 664  -  856  - 

Foreign currency forward contracts  46 779  -  955  - 
Interest rate and currency swaps  885  -  (99)  - 

Trade and other receivables  258 260  -  178 197  - 
Cash and cash equivalents  284 458  -  132 988  - 
Other long term financial assets  -  11 133  -  - 

Prepaid loan expense  -  11 133  -  - 

Total financial asset as per balance sheet  590 382  11 133  312 041  - 

Liabilities
Other financial liabilities  12 081  -  21 545  - 

Foreign currency forward contracts  9 693  -  -  - 
Interest rate swaps  2 388  -  21 545  - 

Trade and other payables  238 286  -  77 078  - 
Borrowings  150 000  1 173 159  1 115 672  208 584 

Bank loans  150 000  1 173 159  1 007 826  - 
Loans from related parties  -  -  107 846  208 584 

Total financial liabilities as per balance sheet  400 367  1 173 159  1 214 295  208 584 
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Categories of and fair value of instruments

Description of how instruments are booked and at which value

(Amounts in NOK 1 000)
Loans and 

receivables

Financial 
liabilities at 

amortised  
cost

Assets/ 
liabilities at  

fair value 
through income 

statement

Derivatives 
used for  
hedging

Total carrying 
amount

 Total  
fair value 

31 December 2007
Assets as per balance sheet
Derivative financial instruments - -  885  46 779  47 664  47 664 
Trade and other receivables  258 260 - - -  258 260  258 260 
Other long term financial assets  11 133 - - -  11 133  11 133 

Total assets per balance sheet  269 393  -  885  46 779  317 057  317 057 

Liabilities as per balance sheet
Derivative financial instruments - -  2 388  9 693  12 081  12 081 
Trade and other payables - 238 286 - -  238 286  238 286 
Borrowings - 1 323 159 - -  1 323 159  1 330 000 

Total liabilities per balance sheet - 1 561 445  2 388  9 693  1 573 526  1 580 367

31 December 2006
Assets as per balance sheet
Derivative financial instruments - -  856 -  856  856 
Trade and other receivables  178 197 - - -  178 197  178 197 
Other long term financial assets - - - -  -  - 

Total assets per balance sheet  178 197  -  856  -  179 053  179 053 

Liabilities as per balance sheet
Derivative financial instruments - -  21 545 -  21 545  21 545 
Trade and other payables  -  77 078 - -  77 078  77 078 
Borrowings -  1 324 256 - -  1 324 256  1 330 159 

Total liabilities per balance sheet -  1 401 334  21 545  -  1 422 879  1 428 782 

FINANCIAL RISK MANAGEMENT

The group’s activities are exposed to certain financial risks including foreign exchange risk, credit risk and liquidity risk. The overall risk manage-
ment plan focuses on the unpredictability of financial markets and seeks to minimise potential adverse effects on the group’s financial perform-
ance.  

The group manages its capital in order to ensure that the group entities will be able to continue as a going concern while maximising the return to 
shareholders through optimising the debt and equity balance. The capital structure of the group consists of debt, which includes in the borrowings 
disclosed in note 21, cash and cash equivalents and equity attributable to the shareholders o f the parent company, comprising issued capital, re-
serves and retained earnings as disclosed in the consolidated statement of changes in equity. In addition to the cash and cash equivalents balance 
of NOK 284.5 million, the group has one unused revolving credit facility of NOK 1 500 million for the purpose of investment in the new manufactur-
ing site at Kalundborg, Denmark. Additionally, the group has an overdraft facility of NOK 125 million for working capital purposes.

The gearing ratio at year-end was as follows:

(Amounts in NOK 1 000) 31 December 2007 31 December 2006

Debt 1  1 323 159  1 324 256 
Cash and cash equivalents (284 458) (119 259)

Net debt  1 038 701  1 204 997 

Equity  853 515  583 637 

Net debt to equity ratio 2 121.7% 206.5%

1)	 Debt is defined as long – and short term borrowings, as detailed in note 21.

2)	 Equity includes all capital and reserves of the group
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Foreign exchange risk exposure
The group operates internationally and is 
exposed to foreign exchange risk arising 
from various currency exposures, particu-
larly the Euro and the US dollar. Our results 
of operations would be adversely affected 
by depreciation in the value of those foreign 
currencies compared to the NOK.  Foreign 
exchange risk arises from future commercial 
transactions, recognised assets and liabili-
ties and the investment of excess liquidity. 
The majority of the purchase of raw materi-
als and sales of goods are denominated in 
Euro and US dollar.

The group uses derivative financial 
instruments, including foreign exchange 
forward contracts, to manage the currency 
exposures. Forward currency contracts are 
entered into to safeguard USD cash flows 
for forecasted future transactions and to 
hedge the exposure related to the Danish 
krone in connection with the establishing of 
its manufacturing facility in Denmark. The 
foreign exchange strategy is revised at least 

once a year.
As described in note 3 to the financial 

statement, the group changed the account-
ing method for foreign exchange forward 
contracts to hedge accounting with effect 
from third quarter 2007. NOK 26.7 million 
after tax effect were deferred in Reserves 
in the balance sheet 31 December 2007 and 
NOK 46.8 million were recognised as finan-
cial assets and NOK 9.7 million as financial 
liabilities. If there had not been a change in 
accounting method, the net effect before tax 
on financial items would have been NOK 33.7 
million. Of the group’s exercised forward 
contracts in the period, two were recorded as 
hedging contracts, and increased the group’s 
revenue with NOK 4 million.

Interest rate risk exposure
The group has significant interest-bearing 
liabilities at variable interest rates, which 
exposes the group to cash flow interest rate 
risk. The group evaluates its interest rate ex-
posure on a continual basis and uses deriva-

tive financial instruments, including interest 
rate swaps and cross-currency swaps to 
hedge exposure against interest-rate risks. 

Sensitivity analysis for foreign exchange 
risk and interest rate risk exposure
Information about market risk and potential 
exposure to hypothetical loss from its use of 
derivative financial instruments and other fi-
nancial instruments is provided through sen-
sitivity analysis disclosures. The sensitivity 
analysis depicted in the tables below reflects 
the hypothetical gain/loss in fair values that 
would occur assuming a 10 percent change 
in exchange rates and a 1 percent change in 
interest rates and no changes in the portfolio 
of instruments as of 31 December 2007 
and 31 December 2006, respectively. Only 
effects that would ultimately be accounted 
for in the income statements or equity, as 
a result of a change in rates or prices are 
included. All changes are after tax.

Sensitivity analysis

Currency Risk

Analysis of how a change in foreign currency would affect the booked value of the financial instruments

 31 December 2007  31 December 2006 

(Amounts in NOK 1 000)  USD  DKK  EUR  USD  DKK  EUR 

Assets 297 466 (52 713) 80 724 100 107 16 695 40 978 
Liabilities (4 305) (10 566) (5 988) (634) (23 519) (7 437)

Net exposure 293 161 (63 279) 74 736 99 473 (6 824) 33 541 

Sensitivity analysis – how would a 10 per cent change in exchange rate 31 December affect equity or income statement.

 31 December 2007  31 December 2006 

(Amounts in NOK 1 000)  USD  DKK  EUR  USD  DKK  EUR 

Change in exchange rate: 10%
Income statement 17 739 (5 254) 5 381 7 162 (491) 2 415 
Equity 3 368 698  - -  -  - 

Change in exchange rate: -10%       
Income statement  (17 739)  5 254  (5 381)  (7 162)  491  (2 415)
Equity (3 368) (698)  - -  -  - 

Interest Rate Risk

Analysis of how a change in interest rates would affect the booked value of the financial instruments. 

All financial liabilities for interest accruals are booked at fair value. The group’s balance sheet is therefore only exposed through its financial interest 
derivates. Interest swaps guarantee the group a fixed interest rate for a determined part of the principal. If the floating interest rate decreases 
below the fixed rate, the fair value of the swap will decrease. If the floating interest rate increases, the value of the swap will hence increase. In 2006 
the group was in possession of a currency swap with floating interest rate, hence the negative impact for both positions in the analysis.

 Income statement  Equity 

(Amounts in NOK 1 000)  +100 bp  -100 bp  +100 bp  -100 bp 

2007
Current  19 074  (16 301)  -  - 
Non-Current  -  -  -  - 

Total  19 074  (16 301)  -  - 
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2006
Current  (10 400)  (15 365)  -  - 
Non-Current  -  -  -  - 

Total  (10 400)  (15 365)  -  - 

Equity will be unaffected since the group does not book interest swaps by hedge accounting.

Liquidity risk exposure

Liquidity is monitored on a continual basis by group management. Management considers the group’s liquidity situation to be satisfactory and 
believes that the cash and cash equivalents including cash flow from operations will be sufficient to meet anticipated operating needs in the near 
term. 

Overview of financial liabilities and their contractual maturity.
As the group on 31 December 2006 was in breach of the capital expenditure covenant in the loan agreement, the full amount at the balance 
sheet date was classified as current. A waiver was obtained subsequent to year-end, on 26 February 2007. Had the waiver not been obtained, the 
borrowing would have been due on 1 January 2007. Thus, it is not calculated any interest payments for the liquidity risk of this borrowing.

(Amounts in NOK 1 000)
 Balance sheet 

31 Dec 2007 
 Contractual 

cash flows  0-6 months 
 6-12 

months  1-5 years  5+ years 

Derivatives
Foreign currency forward contracts  37 086  40 095  7 302  6 327  26 466  - 

Pay  (1 752 730)  (1 830 599)  (773 916)  (386 423)  (670 260)  - 
Receive  1 789 816  1 870 694  781 218  392 750  696 726  - 

Interest rate swaps and caps  (1 503)  (5 012)  1 494  88  (6 594)  - 
Pay  (132 055)  (152 377)  (13 250)  (15 987)  (123 140)  - 
Receive  131 238  147 365  14 744  16 075  116 546  - 

Non-derivative financial liabilities
Trade and other payables 238 286 238 286 238 286  -  -  - 
Borrowings and interest payments 1 323 159 1 562 836 112 546 110 551 1 339 739 -

Total  1 597 028  1 836 205  359 628  116 965  1 359 612  - 

(Amounts in NOK 1 000)
 Balance sheet 

31 Dec 2006
 Contractual 

cash flows  0-6 months 
 6-12 

months  1-5 years  5+ years 

Derivatives
Foreign currency forward contracts  955  955  955  -  -  - 

Pay  (75 787)  (75 787)  (75 787)  -  -  - 
Receive  76 742  76 742  76 742 - - -

Foreign currency swaps  (21 975)  (23 094)  (3 724)  (153)  (19 217)  - 
Pay  (445 636)  (499 487)  (11 347)  (9 927)  (478 213)  - 
Receive  423 661  476 393  7 623  9 774  458 996 -

Interest rate swaps 430  1 753  (426)  (121)  2 300  - 
Pay  (43 209)  (50 903)  (11 342)  (9 971)  (29 590)  - 
Receive  43 639  52 656  10 916  9 850  31 890 -

Non-derivative financial liabilities  
Trade and other payables  77 078  77 078  77 078 - -  - 
Borrowings and interest payments  1 324 256  1 330 159 1 013 729 107 846 208 584 -

Total 1 380 744  1 386 851 1 087 612 107 572 191 667  -

Credit risk exposure

The group has a limited number of customers and is as such subject to a certain level of concentration of credit risk. Ageing balances are monitored on 
a regular basis, and losses on receivables have in the past been insignificant. Credit risk related to trade receivables is further discussed in note 18.

Counterparty risk related to the use of derivative instruments and financial operations is regarded as minimal.
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Note 26  Related party transactions 

Related parties 

Ferd Private Equity AS - administrator of Ferd Private Equity Fund (Jersey I and Jersey II) L.P 
Ferd Private Equity Fund (Jersey I and Jersey II) L.P owns 58.4 per cent of the shares of Pronova BioPharma ASA 

Key management and their companies 

Mutus AS – owned by CEO Tomas Settevik 
Jurs AS – owned by CFO Morten Jurs 
H.I.R AS – owned by VP commercial and business development Hans Ivar Robinson 
Guldheim AS – owned by VP human resources and communications Solveig Hellebust 
Trols AS – owned by VP manufacturing development Kjetil Olsen 
Maxfield AS – owned by head of investor relations Hilde Steineger 
Espelund AS – owned by VP manufacturing Trygve Christophersen 
Vice president quality assurance Else Marie Haram 
Head of legal affairs Cecilia Orheim 

Compensation of key management personnel is described in note 9. 

Trading transactions with epax AS

During 2006, Pronova BioPharma and EPAX were owned by the same majority shareholders, Ferd Private Equity Fund (Jersey I and Jersey II) L.P. 
Ferd Private Equity Fund (Jersey I and Jersey II) L.P. sold EPAX in January 2007.

Borrowings from shareholders 
 

(Amounts in NOK 1 000)
 Current 

borrowings 
 Non-current 

borrowings 
 Total 

borrowings 

2006

Beginning balance 1 January 2006  -  83 773  83 773 
Down payments in April  -  (46 674)  (46 674)
Interest added to borrowings  -  1 746  1 746 
Converted to shares in May  -  (38 845)  (38 845)
New borrowings from shareholders in May -  200 000  200 000 
New borrowings from shareholders in May  175 000  -  175 000 
Down payments in November  (73 424)  -  (73 424)
Down payments interest in November  (2 576)  -  (2 576)
Interest added to the loan balances  8 846  8 584  17 430 

Ending balance 31 December 2006  107 846  208 584  316 430 

The borrowings from shareholders beared an interest rate per year of 6.5 per cent.
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(Amounts in NOK 1 000)
 Current 

borrowings 
 Non-current 

borrowings 
 Total 

borrowings 

2007

Beginning balance 1 January 2007  107 846  208 584  316 430 
Interest added to borrowings  1 392  6 502  7 894 
Down payments in July  (109 238)  (215 086)  (324 324)

Ending balance 31 December 2007  -  -  -

(Amounts in NOK 1 000)  2007  2006  2 005 

Sales of goods  -  18 964  - 
Sales of services  -  1 406  - 
Purchase of goods  -  8 660  - 
Purchase of services  -  129  - 
Trade receivables  -  4 190  - 
Trade payables  -  4 219  -

Note 27  Commitments for expenditure 

The group’s major contractual agreements relates to purchase of raw material, equipments relating to the construction of its new manufacturing 
site at Kalundborg as well as operating lease agreements in Norway and Denmark.

(Amounts in NOK 1 000)  Total 
Less than 

1 year  1-3 years  3-5 years 
More than 

5 years 

Commitments (at nominal amounts) 
Operating lease agreements  28 576  5 270  951  951  21 404 
Equipment agreements  18 819  18 819  -  -  - 
Raw material purchase agreements  126 745  126 745  -  -  - 
New site project at Kalundborg  250 239  250 239  -  -  - 

Total commitments  424 379  401 073  951  951  21 404

Note 28  Events after year-end

Group management is not aware of any events after year-end that would be of significance to the financial statements for the year ended 
31 December 2007. Group management is also not aware of any other transactions or events after year-end that would necessitate disclosure in 
the notes. 
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Note 29  Pro forma income statement 2006 (unaudited) 

Pronova BioPharma ASA acquired the remaining shares of Pronova BioPharma Norge AS on 10 May 2006 at which point control was achieved. 
These financial statements thus only include the subsidiary from that date onwards. 

The below table states the pro forma consolidated income statement for 2006 for Pronova BioPharma ASA as if the subsidiary had been acquired 
as of 1 January 2006, including a reconciliation from actual reported figures. 

(Amounts in NOK 1 000)
 Actual 

 2006 

 Pronova  
BioPharma AS 
Jan - Apr 2006 

 Pro forma  
adjustments 

 Pro forma  
2006 

Revenues  448 493  218 916  667 409 
Other income  1 955  -  -  1 955 

Cost of materials and change in inventories  (147 806)  (52 946)  -  (200 752)
Employee benefits expense  (62 869)  (32 430)  -  (95 299)
Depreciation property, plant and equipment  (32 461)  (14 980)  -  (47 441)
Amortisation intangible assets  (95 114)  (368)  (47 301) (a)  (142 783)
Other expenses  (73 657)  (28 276)  -  (101 933)

Operating profit  38 541  89 916  (47 301)  81 156 

Financial income  46 506  4 069  -  50 575 
Financial expense  (115 238)  (7 114)  (49 505) (b)  (171 857)

Financial costs - net  (68 732)  (3 045)  (49 505)  (121 282)

Profit/(loss) before tax  (30 191)  86 871  (96 806)  (40 126)

Income tax expense  (11 723)  24 324  (27 106) (c)  (14 505)

Net profit/(loss) for the period  (18 468)  62 547  (69 700)  (25 621)

EBITDA  166 116  105 264 -  271 380 

EBITDA margin 36.9% 48.1% - 40.5%

a)	 Amortisation of intangible assets acquired in the business combination with Pronova BioPharma Norge AS has been adjusted pro forma to show the 
amortisation charge for the year ended 31 December 2006 as if the subsidiary were acquired on 1 January 2006. This adjustment has been made 
assuming a straight-line distribution of the amortisation charge throughout the year, thus extrapolating the actual amortisation charge during the period 
May through December 2006 to also include January through April 2006.

b)	 Financial expenses relating to the financing raised in connection with the purchase of Pronova BioPharma Norge AS have been adjusted pro forma to 
approximate the expense that would be incurred if the financing were in place at 1 January 2006. The pro forma adjustment assumed that financial costs, 
including interest, fair value adjustments to related derivatives and other related charges accrue on a straight-line basis throughout the year ended 
31 December 2006. The actual expense for May through June has thus been extrapolated to also include January through April 2006.

c)	 The adjustment in income tax expense relates to the deferred tax charge made in relation to adjustments [a] and [b] above.  
The applicable tax rate is assumed to be 28 per cent (tax rate of Norway enacted as at the balance sheet date).
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Pronova BioPharma ASA

Income statement 
for the year ended 31 December

(Amounts in NOK 1 000) Note 2007 2006

Other expenses 5 (4 340) (606)

Operating profit  (4 340)  (606)

Financial income 6  201 331  25 212 
Financial expense 6  (90 196)  (89 709)

Financial costs - net  111 135  (64 497)

Profit (loss) before tax  106 795  (65 103)

Income tax (expense) income 7  (13 102)  21 457 

Net profit (loss) for the year  93 693  (43 646)

Allocations:
Transferred from share premium reserve -  45 244 
Transferred to retained earnings (94 654) -
Transferred (to) from reserve for unrealised gain 961 (1 598)

Total allocations 9 (93 693) 43 646

 
The accompanying notes are an integral part of the financial statement.
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Lysaker 31 March 2008

Gert W. Munthe
Chair

Jo Lunder
Board member

Siri Fürst
Board member

Jo Klaveness
Board member

Rikke Tobiasson Reinemo
Board member

Hege Charlotte Bakken
Employee representative

Sverre Magne Sondbø
Employee representative

Tomas Settevik
President and CEO

Pronova BioPharma ASA

Balance sheet 
31 December

(Amounts in NOK 1 000) Note 2007 2006

 ASSETS 
Non-current assets 
Deferred tax assets 7  -  4 351 
Intercompany receivables 6  11 133  - 
Investments in subsidiary 8  1 501 212  1 528 334 

Total non-current assets  1 512 345  1 532 685 

Current assets
Trade and other receivables 6  9 587  82 107 
Other financial assets 6  885  - 
Intercompany receivables 6  274 226  - 
Cash and cash equivalents 6  259 837  26 636 

Total current assets  544 535  108 743 
Total assets  2 056 880  1 641 428 

EQUITY AND LIABILITIES
Equity
Share capital  6 017  13 019 
Share premium reserve  579 665  472 884 
Retained earnings 94 654  - 
Reserves 637  1 598 

Total Equity 9  680 973  487 501 

Non-current liabilities
Deferred tax liabilities 7  1 858  - 
Borrowings 6, 10  974 247  - 
Borrowings from shareholders 6, 10, 11  -  208 584 

Total non-current liabilities  976 105  208 584 

Current liabilities
Borrowings from shareholders 6, 10, 11  -  107 846 
Borrowings 6, 10  150 000  794 097 
Other financial liabilities 6  -  21 446 
Other liabilities  17 404  6 589 
Intercompany liabilities 6  232 398  15 365 

Total current liabilities  399 802  945 343 

Total liabilities  1 375 907  1 153 927 
Total equity and liabilities  2 056 880  1 641 428 

The accompanying notes are an integral part of the financial statement.
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Pronova BioPharma ASA

Cash flow statement 
for the year ended 31 December

(Amounts in NOK 1 000) Note 2007 2006

Cash flows from operating activities
Result before tax  106 795  (65 103)
Taxes paid in the period  -  - 
Expensed borrowing costs  1 026  1 567 
Gain on sale of shares  -  (11 531)

Currency effects  -  19 176 
Changes in other current assets/liabilities  (126 124)  33 120 

Net cash from operating activities  (18 303)  (22 771)

Cash flows from investing activities
Proceeds from sale of financial assets -  103 230
Net cash payment for purchase of subsidiary - (574 500)

Net cash from investing activities  - (471 270)

Cash flows from financing activities
Proceeds from new long-term borrowings net of borrowing costs  327 633  792 530 
Net repayment/proceeds from borrowing from group companies  147 772 -
Payment relating to repayment of long-term debt 11  (316 430)  (281 500)
Receipt from issue of equity 9  566 328  1 424 
Redemption of B-shares 9  (473 799) -

Net cash from financing activities 251 504  512 454 

Effect of currency translation of bank deposits, cash and cash equivalents  -  - 

Net change in bank deposits, cash and cash equivalents  233 201  18 413 
Bank deposits, cash and cash equivalents at beginning of year  26 636  8 223 

Bank deposits, cash and cash equivalents at end of year  259 837  26 636 

The accompanying notes are an integral part of the financial statement.
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Pronova BioPharma ASA

Notes to the financial statements

Note 1  General information 

Pronova BioPharma ASA (the company) is incorporated and domiciled 
in Norway. The address of the registered office is Vollsveien 6, 1327 
Lysaker, Norway.

Pronova BioPharma ASA was incorporated as a limited liability company 
in March 2005. The main shareholder of Pronova BioPharma ASA is Ferd 
Private Equity (LP I and LP II) with 58.4 per cent of the voting shares.

Pronova BioPharma ASA has one wholly owned subsidiary, Pronova 
BioPharma AS, which again has a wholly owned subsidiary, Pronova 
BioPharma Danmark A/S (the subsidiaries). 18.1 per cent of the shares 
were acquired in April 2005. Further, 0.4 per cent of the total voting 
shares were acquired in November 2005 and the remaining shares, up 
to 100 per cent ownership, were purchased in May 2006.

The financial statements are presented in Norwegian kroner (NOK). All 
amounts, unless stated otherwise, are in NOK 1 000.

As a result of rounding adjustments, the figures in one or more columns 
included in the financial statements may not add up to the total of that 
column.

Note 2  Adoption of new and revised standards

2.1.	 Adoption of new and revised standards
At the date of authorisation of these financial statements, the follow-
ing Standards and Interpretations had been issued by the IASB but 
were not effective for the financial year ended 31 December 2007:

Standard/ 
Interpretation Title Date of issue

Applicable to ac-
counting periods 
commencing on

IFRS 8 Operating  
Segments November 2006 1 January 2009

IAS 23 revised Borrowing Costs March 2007 1 January 2009

Amendments to 
IAS 1

Presentation of 
Financial State-
ments: A revised 
presentation September 2007 1 January 2009

IFRS 3 (R) Business  
Combinations January 2008 1 July 2009

Amendments to 
IAS 27

Consolidated and 
Separate Financial 
Statements January 2008 1 July 2009

Amendment to 
IFRS 2

Share-based 
payments: Vesting 
conditions and 
cancellations January 2008 1 January 2009

IFRIC 11 Group and Treasury 
Share Transactions November 2006 1 March 2007

IFRIC 12 Service Concession 
Arrangements November 2006 1 January 2008

IFRIC 13 Customer Loyalty 
Programmes June 2007 1 July 2008

IFRIC 14 IAS 19 – The 
Limit on a Defined 
Benefit Asset, 
Minimum funding 
Requirements and 
their Interaction

July 2007 1 January 2008

As at the date of the issue of the financial statements, the following 
standards and interpretations listed above were not approved by the 
EU: IAS 23 (revised), Amendments to IAS 1, IFRS 3 (R), Amendments to 
IAS 27, Amendments to IFRS 2, IFRIC 12, IFRIC 13 and IFRIC 14.

The above standards and interpretations have not been early adopt-
ed by the company. The impact of IFRS 3 revised and IAS 27 revised on 
Pronova BioPharma’s financial statements is in part dependent upon 
the specific fact pattern of future business combination transac-
tions, if any. The directors anticipate that the adoption of the other 
Standards and Interpretations in future periods will have no material 
financial impact on the financial statements of the company.

2.2.	S implified application of IFRS
When preparing the accounts for Pronova Biopharma ASA, the company 
has applied simplified application in accordance with the Norwegian 
Accounting Act § 3-9 of International Financial Reporting Standards 
(IFRS) as adopted by EU. This means that the IFRS valuation rules are 
applied if not otherwise stated, while keeping to the Norwegian Ac-
counting Act and Norwegian generally accepted accounting principles 
for presentation of the notes.

2.3.	 Deviation from IFRS
The company has devidated from IFRS for the following valuation and 
timing rules:

IAS 10 section 12 and 13, where Norwegian generally accepted ac-ÄÄ
counting principles have been used. Group contribution is recognised 
in the income statement in the year to which it relates to, which could 
deviate from the year it is formally approved by the the general meet-
ing in the submitting subsidiary. 

IAS 39 section 4 and section 11 to 13 for contracts between group ÄÄ

companies. 

Note 3  Summary of significant accounting policies

The financial statements have been prepared on the historical cost ba-
sis modified to include revaluation to fair value of derivative financial 
instruments.

The preparation of financial statements in conformity with IFRS re-
quires the use of certain critical accounting estimates. It also requires 
management to exercise judgment in the process of applying the 
company’s accounting policies. The following summary represents the 
significant accounting policies for the company.

3.1.	R evenue recognition
Revenue is measured at the fair value of the consideration received or 
receivable at the time of the transaction. 

3.2.	 Foreign currencies
Functional and presentation currency
The financial statements are presented in Norwegian kroner (NOK), 
which is the functional currency of the company. 

Transactions and balances
Transactions in currencies other than the entity’s functional currency 
are recorded at the exchange rate prevailing at the date of transaction. 
Gains and losses on transactions and assets and liabilities denomi-
nated in other currencies than the functional currency are recognised in 
the income statement. Monetary items denominated in foreign curren-
cies are translated at the exchange rate prevailing at the balance sheet 
date. Non-monetary items that are measured in terms of historical cost 
in a foreign currency are not re-translated.

3.3.	 Borrowing costs
Borrowing costs directly attributable to the acquisition are added to 
the cost of the asset. All other borrowing costs are recognised in profit 
or loss in the period in which they are incurred.
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3.4.	I ncome Tax
Income tax expense represents the sum of the tax currently payable 
and deferred tax. 

Current tax
The tax currently payable is based on taxable profit for the year. Tax-
able profit differs from profit as reported in the income statement 
because it excludes items of income or expense that are taxable or 
deductible in other years and it further excludes items that are never 
taxable or deductible.

Deferred tax
Deferred tax is recognised using the balance sheet liability method. 
Under this method, deferred tax is calculated based on the temporary 
differences arising between the tax bases of assets and liabilities and 
their carrying amounts in the financial statements. Deferred tax li-
abilities are generally recognised for all taxable temporary differences, 
and deferred tax assets are generally recognised for all deductible 
temporary differences to the extent that it is probable that taxable 
profits will be available against which those deductible temporary 
differences can be utilised. Tax related to equity transactions are 
recognised directly in equity. 

Deferred tax assets and deferred tax liabilities are presented net.

3.5.	 Financial assets
Financial assets represent a contractual right by Pronova BioPharma 
to receive cash or another financial asset in the future. Financial assets 
include cash and cash equivalents, trade and other receivables and 
financial derivatives. Pronova BioPharma did not enter into any com-
modity derivative contracts in the periods presented. Financial assets 
are initially recognised at fair value including transaction costs directly 
attributable to the transaction. Subsequently, all assets, with the 
exception of derivatives, are accounted for at amortised cost. Financial 
assets are derecognised when the rights to receive cash from the asset 
have expired or when Pronova BioPharma has transferred its rights to 
receive cash flows from the asset and has either transferred substan-
tially all of the risks and rewards of the asset or has transferred control 
of the asset. Cash and cash equivalents, short-term investments and 
accounts receivable are discussed below. All other financial assets are 
measured at amortised cost. 

Cash and cash equivalents
Cash and cash equivalents includes cash, bank deposits and all other 
monetary instruments with a maturity of less than three months from 
the date of acquisition. Cash and cash equivalents, as defined for 
reporting purposes in the cash flow statement, consist of cash and cash 
equivalents as defined above, net of outstanding bank overdrafts con-
nected to cash management activities. 

Trade and other receivables
Trade receivables and other short-term receivables are initially recog-
nised at fair value and subsequently measured at amortised cost. An al-
lowance for impairment of trade receivables is established when there 
is objective evidence that Pronova BioPharma will not be able to collect 
all amounts due according to the original terms of the receivables. The 
impairment charge is made to “other expenses”. Subsequent recoveries 
of amounts previously written off are credited against the same line 
item in the income statement. Current receivables are normally not 
discounted.

3.6.	 Financial liabilities
Financial liabilities represent a contractual obligation by Pronova BioP-
harma to deliver cash in the future, and are classified as either current 
or non-current. Financial liabilities include trade and other payables, 
borrowings and financial derivatives. Financial liabilities are initially 
recognised at fair value net of transaction costs directly attributable 
to the transaction. Subsequently, all liabilities, with the exception of 
derivatives, are accounted for at amortised cost. Financial liabilities 
are derecognised when the obligation is discharged through payment or 
when Pronova BioPharma is legally released from the primary responsi-
bility for the liability. Current payables are normally not discounted.

3.7.	 Derivative financial instruments
Derivative financial instruments are marked-to-market with the 
resulting gain or loss reflected in the income statement. Derivatives 
are classified as current. If Pronova BioPharma has payment netting 
agreements and the intention and ability to settle two or more deriva-
tives, or contracts accounted for as derivatives, net, the contracts are 
presented net on the face of the balance sheet. The ability to settle 
net is conditional on simultaneous offsetting cash-flows from the two 
contracts. Otherwise, derivative contracts are presented gross at their 
fair value. Interest income and expense relating to swaps are netted 
and recognised as income or expense over the life of the contract. 

3.8.	 Fair value estimation
The fair market value of derivative financial instruments such as swaps 
are based on fair value models with market input. The company’s fair 
value estimations are performed by an independent third party (Nordea 
Bank).

The carrying values of trade receivables and payables less impairment 
allowances for trade receivables, are assumed to approximate their fair 
values due to the short-term nature of trade receivables and payables. 
The fair value of other financial liabilities for disclosure purposes is 
estimated based on discounted expected future principal payments 
and interest payments.

3.9.	I nvestments in subsidiaries
Shares in subsidiaries are recorded in accordance with the cost method 
in the parent company accounts. The investments are reviewed for 
impairment annually or whenever events or changes in cicumstances 
indicate that the carrying amount may not be recovereable. Dividends 
and contributions from subsidiaries are recognised as financial income 
if the underlying dividend or contribution is earned by the group in the 
owning period of the company.

3.10.	P rovisions
Provisions are recognised when Pronova BioPharma has a present 
obligation (legal or constructive) as a result of a past event, and it is 
probable that Pronova BioPharma will be required to settle the obliga-
tion. Pronova BioPharma recognises the best estimates of provisions 
only when a reliable estimate can be made of the amount, taking into 
account the risks and uncertainties surrounding the obligation. If a pro-
vision is measured using the cash flows estimated to settle the present 
obligation, its carrying amount is the present value of the cash flows. 
Contingent assets are not recognised in the financial statements.
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Note 4  Transition from NGAAP (norwegian generally accepted accounting principles) to IFRS

(Amounts in NOK 1000)
Share 

capital Reserves

Total 
paid-in 
equity

Retained 
earnings

Reserve for 
unrealised 

gain

Investment 
revaluation 

reserve
Total 

equity 

Balance at 1 January 2006 NGAAP  2 100  10 256  12 356  -  -  -  12 356 

Fair value adjustments on investments in shares  -  -  -  -  -  47 286  47 286 

Balance at 1 January 2006 IFRS  2 100  10 256  12 356  -  -  47 286  59 642 

Balance at 31 December 2006 NGAAP  13 019  472 884  485 903  -  -  -  485 903 

Reserve for unrealised gain via income statement  -  -  -  -  1 598  -  1 598 

Balance at 31 December 2006 IFRS  13 019  472 884  485 903  -  1 598  -  487 501

Note 5  Employee benefits and remuneration to senior management, board and auditor

Employee benefits expense
There are no employees in the parent company Pronova BioPharma ASA. All employee benefits are thus related to the subsidiary Pronova  
BioPharma Norge AS. From 2008, part of the management team will be employed in Pronova BioPharma ASA. 

Board of directors 2007

(Amounts in NOK 1000)  Salary  Bonus 
 Other 

remuneration 
 Booked 

pension cost Director’s fee  Total 

Chair Gert W. Munthe  -  -  - - -  - 
Jo Lunder  -  -  - - -  - 
Siri Fürst  -  -  - - -  - 
Jo Klaveness  -  -  - - -  - 
Rikke Tobiasson Reinemo  -  -  - - -  - 
Employee representative Sverre M. Sondbø  639  46 100 79 - 864
Employee representative Hege Charlotte Bakken  703 67 100 37 - 907

Total board  1 342  113 200 116  - 1 771

Former board member Egil Bodd received directors fee in 2007 of NOK 200 000. 
No compensation has been paid or accrued to members of the board of directors during 2006 and 2005 
The amounts regarding employee representatives are expensed in the subsidiary Pronova BioPharma Norge AS. 
The amounts above and in the tables are exclusive of social security tax of 14.1 per cent 

Auditor’s remuneration - Deloitte AS  2007  2006 

Statutory audit  569  30 
Other audit related services  2 543  31 
Tax advisory services  60  13 
Other legal related services  30  - 
Non-audit services regarding the IPO-process  2 150  - 
Other non-audit services  359  278 

73Pronova  Biopharma  ASA
financial statements – parent company



Note 6  Financial income and expenses and financial assets and liabilities

(Amounts in NOK 1000) 2007 2006

Income on investment in subsidiary 150 197 -
Interest income 1 034 604 
Gain on sale of shares in EPAX AS - 11 531 
Intercompany interest income 9 400 -
Change in fair value of financial instruments 24 550 2 220 
Foreign exchange gains 224 10 857 
Other financial income 15 926 -

Total financial income 201 331 25 212 

Intercompany interest expense (2 961) -
Interest expense (67 279) (46 879)
Change in fair value of financial instruments (2 220) (23 666)
Foreign exchange losses - (16 047)
Other financial expenses (17 736) (3 117)

Total financial expenses (90 196) (89 709)

Financial costs - net 111 135 (64 497)

Financial assets and liabilities
Specification of financial instruments

 2007  2006 

(Amounts in NOK 1 000)  Current  Non-current  Current  Non-current 

Assets
Other financial assets  885  -  -  - 

Interest rate and currency swaps  885  -  -  - 
Trade and other receivables  9 587  -  82 107  - 
Intercompany receivables  274 226  11 133  -  - 
Cash and cash equivalents  259 837  -  26 636  - 

Total financial asset as per balance sheet  544 535  11 133  108 743  - 

Liabilities
Other financial liabilities  -  -  21 446  - 

Interest rates swaps  -  -  21 446  - 
Other liabilities  17 404  -  6 589  - 
Intercompany liabilities  232 398  -  15 365  - 
Borrowings  150 000  974 247  901 943  208 584 

Bank loans  150 000  974 247  794 097  - 
Loans from related parties  -  -  107 846  208 584 

Total financial liabilities as per balance sheet  399 802   974 247  945 343  208 584 
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Categories of and fair value of instruments

Description of how instruments are booked and at which value

(Amounts in NOK 1 000)
Loans and 

receivables

Financial 
liabilities at 

amortised  
cost

Assets/ 
liabilities at  

fair value 
through income 

statement

Derivatives 
used for  
hedging

Total carrying 
amount

 Total  
fair value 

31 December 2007
Assets as per balance sheet
Other financial assets  -  -  885  -  885  885 
Trade and other receivables  9 587  -  -  -  9 587  9 587 
Intercompany receivables  285 359  -  -  -  285 359  285 359 

Total assets per balance sheet  294 946  -  885  -  295 831  295 831 

Liabilities as per balance sheet
Other liabilities  -  17 404  -  -  17 404  17 404 
Intercompany liabilities  -  232 398  -  -  232 398  232 398 
Borrowings  -  1 124 247  -  -  1 124 247  1 130 000 

Total liabilities per balance sheet  -  1 374 049  -  -  1 374 049  1 379 802

31 December 2006
Assets as per balance sheet
Trade and other receivables  82 107  -  -  -  82 107  82 107 

Total assets per balance sheet  82 107  -  -  -  82 107  82 107 

Liabilities as per balance sheet
Other financial liabilities  -  -  21 446  -  21 446  21 446 
Other liabilities  -  6 589  -  -  6 589  6 589 
Intercompany liabilites  -  15 365  -  -  15 365  15 365 
Borrowings  -  1 110 527  -  -  1 110 527  1 116 430 

Total liabilities per balance sheet  -  1 132 481  21 446  -  1 153 927  1 159 830 

Financial risk management
The company’s activities are exposed to 
certain financial risks including foreign 
exchange risk, credit risk and liquidity risk. 
The company is a part of the group’s overall 
risk management plan which focuses on the 
unpredictability of financial markets and 
seeks to minimise potential adverse effects 
on the group’s financial performance.   

The group manages its capital in order to 
ensure that the group entities will be able to 
continue as a going concern while maxim-
ising the return to shareholders through 
optimising the debt and equity balance. The 
capital structure of the group consists of 
debt, which includes borrowings, cash and 
cash equivalents and equity attributable to 
the shareholders of the company, compris-
ing issued capital, reserves and retained 
earnings as disclosed in the statement of 
changes in equity. In addition to the cash and 
cash equivalents balance, the group has one 
unused revolving credit facility of NOK 1 500 
million for the purpose of investment in the 
new manufacturing site at Kalundborg, Den-
mark. Additionally, the group has an overdraft 

facility of NOK 125 million for working capital 
purposes

Foreign exchange risk exposure
The company is exposed to foreign exchange 
risk through its intercompany receivables 
with the Danish subsidiary. The group 
however, operates internationally and is 
exposed to foreign exchange risk arising from 
various currency exposures, particularly the 
Euro and the US dollar. The group’s results 
of operations would be adversely affected 
by depreciation in the value of those foreign 
currencies compared to the NOK.  Foreign 
exchange risk arises from future commercial 
transactions, recognised assets and liabilities 
and the investment of excess liquidity. The 
majority of the group’s purchase of raw ma-
terials and sales of goods are denominated 
in Euro and US dollar. The foreign exchange 
strategy is revised at least once a year.

Interest rate risk exposure
The company has significant interest-bearing 
liabilities at variable interest rates, which 
exposes the company to cash flow interest 

rate risk. The company evaluates its interest 
rate exposure on a continual basis and uses 
derivative financial instruments, including in-
terest rate swaps to hedge exposure against 
interest-rate risks. 

Liquidity risk exposure	
Liquidity is monitored on a continual basis 
by management. Management considers the 
company’s liquidity situation to be satisfac-
tory and believes that the cash and cash 
equivalents including cash flow from opera-
tions will be sufficient to meet anticipated 
operating needs in the near term. 

Credit risk exposure
The company has a limited number of debtors 
and is as such subject to a certain level of 
concentration of credit risk. Ageing balances 
are monitored on a regular basis, and losses 
on receivables have in the past been insig-
nificant. 

Counterparty risk related to the use of de-
rivative instruments and financial operations 
is regarded as minimal.
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Note 7  Income tax expense

(Amounts in NOK 1000) 2007 2006

Components of income tax expense 
Deferred tax expense relating to the origination and reversal of temporary differences 6 210 (21 457)
Current tax expense 6 892 -

Income tax expense (income) 13 102 (21 457)

Income tax payable (balance sheet) 
Income tax payable 6 892  - 
Tax effect IPO costs (6 892)  - 

Current tax liabilities (balance sheet)  -  - 

Reconciliation from nominal to actual tax rate 
Profit (loss) before tax 106 795 (65 103)
Expected income tax applying nominal tax rate * 29 902 (18 228)
Tax effect of the following items: 
Non-taxable income (16 800) (3 229)

Income tax expense (income) recognised in profit or loss 13 102 (21 457)

Effective tax rate expense (income) 12.3% 33.0%

Equity transactions with tax effect 
IPO costs 6 892  - 

*)  The tax rate used for the reconciliation above is the corporate tax rate of 28 per cent payable by corporations in Norway. 

Specification of the tax effect of temporary differences and losses carried forward: 

 2007  2006 

 Asset  Liability  Asset  Liability 

Other financial assets  - (248)  -  - 
Borrowings  - (1 610)  - (1 653)
Other liabilities  -  -  6 004  - 

Total deferred tax asset (liability)  - (1 858)  6 004 (1 653)

Net deferred tax liability in the balance sheet - (1 858)  4 351  - 

Deferred income tax assets and deferred income tax liabilities are offset when there is a legally enforceable right to offset current tax assets 
against current tax liabilities and where the deferred income taxes relate to the same fiscal authority. 
Deferred tax assets and liabilities are measured at the tax rate expected to apply in the period in which the liability is settled or the asset realised, 
based on the tax rates and tax laws that have been enacted or substantively enacted as at the balance sheet date. 

Note 8  Subsidiaries 

 Company name 
 Date of 

acquisition 
 Consolidated  

(Yes/No)  Registered office  Voting share  Ownership share 

Pronova BioPharma Norge AS  10 May 2006  2  Yes 
 Bærum,  
Norway 100% 100%

Pronova BioPharma Danmark A/S1  20 March 2007  Yes 
 Kalundborg,  

Denmark 100% 100%

1) Pronova BioPharma Danmark A/S is a 100 per cent owned subsidiary of Pronova BioPharma Norge AS. 
2) Date of acquisition of controlling interest.

76 Pronova  Biopharma  ASA
Financial statements – parent company



Note 9  Share capital and shareholder information 

 Number  
of shares

 Nominal 
amount in NOK 

 Book value  
in NOK 1 000

Ordinary shares  300 832 508  0.02  6 016 650 

Total  300 832 508  0.02  6 016 650

Ownership structure 
The 20 largest shareholders in the company at 31 December 2007 were: 

Ordinary shares  Ownership  Voting rights 

Ferd Private Equity Fund (Jersey I) L.P  145 910 372 48.5% 48.5%
Ferd Private Equity Fund (Jersey II) L.P  29 809 895 9.9% 9.9%
JP Morgan Chase Bank  13 920 500 4.6% 4.6%
Morgan Stanley & Co. .Inc.  9 891 961 3.3% 3.3%
Fidelity Funds  9 598 900 3.2% 3.2%
Citibank N.A.  8 661 803 2.9% 2.9%
Brown Brothers Harriman & Co.  7 608 200 2.5% 2.5%
Skandinaviska Enskilda  4 557 700 1.5% 1.5%
JP Morgan Chase Bank  4 105 791 1.4% 1.4%
Svenska Handelsbanken depot  3 661 700 1.2% 1.2%
JP Morgan Chase Bank  3 238 379 1.1% 1.1%
Mutus AS  3 122 956 1.0% 1.0%
JP Morgan Chase Bank  3 031 293 1.0% 1.0%
Folketrygdfondet  3 000 000 1.0% 1.0%
RBC Dexia Investor Services Bank  2 929 400 1.0% 1.0%
Odin Europa  2 448 781 0.8% 0.8%
State Street Bank and Trust Co.  1 954 210 0.7% 0.7%
Credit Suisse Securities  1 732 734 0.6% 0.6%
JP Morgan Chase Bank  1 724 006 0.6% 0.6%
Goldman Sachs & Co. Equity  1 350 000 0.4% 0.4%

Top 20 shareholders  262 258 581 87.2% 87%

Total other shareholders  38 573 927 12.8% 13%

Total  300 832 508 100% 100%
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Shares and options owned by members of the board and executive management team 

 Name  Position 
 Ordinary 

shares Percentage  Options 

Gert Munthe1  Chair of the board - -  - 
Siri Fürst  Board member  -  -  - 
Jo Klaveness  Board member  -  -  - 
Jo Lunder  Board member  -  -  - 
Rikke Tobiassen Reinemo1  Board member - -  - 
Hege Charlotte Bakken  Board member (employee representative)  2 000  *  - 
Sverre Sondbø  Board member (employee representative)  3 500 *  - 
Mutus AS2  3 122 956 1.0%  - 
Jurs AS3  459 375 *  - 
Morten Jurs  CFO  5 000 *  - 
Eckart Holtz  3 000 *  - 
Else Marie Haram  VP quality assurance  216 298 *  - 
H.I.R AS4  553 250 *  - 
Guldheim AS5  801 500 *  - 
Trols AS6  801 500 *  - 
Cecilia Orheim  Head of legal affairs  36 000 *  - 
Maxfield AS7  10 500 *  - 
Espelund AS8  328 125 *  - 

Total board members and executive officers as a group 6 343 004 2.1%

*) less than 1 per cent 
1) Gert Munthe and Rikke T. Reinemo represent  Ferd Private Equity Fund (Jersey I+II) L.P, who owns 17 507 202 667 shares (58.4 per cent)
2) Shares beneficially owned by CEO Tomas Settevik 
3) Shares beneficially owned by CFO Morten Jurs 
4) Shares beneficially owned by VP commercial and business development Hans Ivar Robinson 
5) Shares beneficially owned by VP human resources and communications Solveig Hellebust 
6) Shares beneficially owned by VP manufacturing development Kjetil Olsen 
7) Shares beneficially owned by head of investor relation Hilde Steineger 
8) Shares beneficially owned by VP manufacturing Trygve Christophersen 

Changes in equity

Investment 
revaluation 

reserve(Amounts in NOK 1000)
Share 

capital

Share  
premium 

reserve
Retained 
earnings

Reserve for 
unrealised 

gain
Total

 equity 

Balance at 1 January 2006 2 100 10 256  -  - 47 286 59 642

Disposal of available for sale investment - - - - (11 531) (11 531)
Issue of shares 10 919 507 872 - - - 518 791 
Reversal of investment revaluation reserve on 
acquisition of subsidiary - - - - (35 755) (35 755)
Results transferred from share premium reserve - (45 244) 45 244 - - -
Reserve for unrealised gain via income statement - - (1 598) 1 598 - - 
Loss for the year ended 31 December 2006 - - (43 646) - - (43 646)

Balance at 31 December 2006  13 019  472 884  -  1 598 -  487 501 

Balance at 1 January 2007  13 019  472 884  -  1 598 -  487 501 

Issue of shares 508 574 848 - - 575 356
Share issue costs (net of tax effect) - (17 723) - - - (17 723)
Redemption of B-shares (12 720) (461 079) - - - (473 799)
Capitalisation issue 5 210 (5 210) - - - -
Profit for the year ended 31 December 2007 - - 93 693 - - 93 693 
Reserve for unrealised gain via income statement - - 961 (961) - - 
IPO bonus paid by previous shareholders - 15 945 - - - 15 945 

Balance at 31 December 2007 6 017 579 665 94 654  637 - 680 973
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Note 10  Borrowings 

(Amounts in NOK 1000) 2007 2006

Non-current
Borrowings from financial institutions (secured)  974 247 -
Borrowings from shareholders (unsecured) -  208 584 

Total other non-current liabilities  974 247  208 584 

Current
Borrowings from financial institutions (secured)  150 000  794 097 
Borrowings from shareholders (unsecured) -  107 846 

Total other current liabilities  150 000  901 943 

Borrowings from financial institutions 
The interest rate of the loan is floating and determined as NIBOR plus the lenders applicable margin. 
The margin is determined by an interest cover and leverage ratio. 

Repayment date  Repayment instalment 

15 June 2008  75 000 
15 December 2008  75 000 
15 June 2009  100 000 
15 December 2009  100 000 
15 June 2010  100 000 
15 December 2010  100 000 
15 June 2011  112 500 
15 December 2011  112 500 
15 June 2012  355 000 

Total  1 130 000 

Borrowings from shareholders 
The borrowings from shareholders were repaid July 2007 by NOK 316.4 million plus interests, totalling NOK 324.3 million. 

Fair value 
The carrying values of the interest-bearing liabilities are considered to approximate their fair value. Fair value is based on discounted expected 
future principal payments and interest payments. 
The company has entered into an agreement with the current lender, which stipulates that property, plant and equipment in the subsidiaries 
cannot be pledged to secure borrowings from any other lender without the prior consent of the current lender. In addition the lender have a first 
priority pledge of all shares in Pronova BioPharma Norge AS owned by Pronova BioPharma ASA.
Pronova BioPharma ASA has provided parent guarantee to suppliers of the expansion project at Kalundborg Denmark. 
The company has shared registration of VAT with Pronova BioPharma Norge AS, and will be jointly and severally liable.
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Note 11  Related party transactions 

Related parties 
Ferd Private Equity AS - administrator of Ferd Private Equity Fund (Jersey I and Jersey II) L.P 
Ferd Private Equity Fund (Jersey I and Jersey II) L.P owns 58.4 per cent of the shares of Pronova BioPharma ASA 

Borrowings from shareholders 

(Amounts in NOK 1000) Current borrowings Non-current borrowings Total borrowings

2006

Beginning balance 1 January 2006  -  83 773  83 773 
Down payments in April  -  (46 674)  (46 674)
Interest added to borrowings  -  1 746  1 746 
Converted to shares in May  -  (38 845)  (38 845)
New borrowings from shareholders in May -  200 000  200 000 
New borrowings from shareholders in May  175 000  -  175 000 
Down payments in November  (73 424)  -  (73 424)
Down payments interest in November  (2 576)  -  (2 576)
Interest added to the loan balances  8 846  8 584  17 430 

Ending balance 31 December 2006  107 846  208 584  316 430 

2007

Beginning balance 1 January 2007  107 846  208 584  316 430 
Interest added to borrowings  1 392  6 502  7 894 
Down payments in July  (109 238)  (215 086)  (324 324)

Ending balance 31 December 2007  -  -  - 

The borrowings from shareholders beared an interest rate per year of 6.5 per cent.

Note 12  Events after the balance sheet date 

Group management is not aware of any events after year-end that would be of significance to the financial statements for the year ended  
31 December 2007. Group management is also not aware of any other transactions or events after year-end that would necessitate disclosure in 
the notes. 
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As a company listed on the Oslo Stock 
Exchange since October 2007, Pronova 
BioPharma is required to comply with 
the Norwegian Code of Practice for Cor-
porate Governance (the code). In order to 
comply with the code and to maintain high 
standards of corporate governance, a set 
of corporate governance principles were 
established prior to the listing on the Oslo 
Stock Exchange. These principles will be 
further developed and updated in 2008 to 
reflect the changes in the latest version of 
the code.

The board has developed the follow-
ing presentation of the company’s corpo-
rate governance practices, which is based 
on and follows the same structure as the 
code. 

The main principles of the company’s 
corporate governance policy are available 
at www.pronova.com.

1.	 Values and ethics 
The board has approved and adopted the 
company’s corporate values, which are 
presented on page 4 of this annual report. 
Pronova BioPharma’s ethical guidelines 
and other policy-documents are based on 
these values. 

2.	 Business
The company’s business purpose clause is 
stated in the company’s article of associa-
tion. 

Pronova BioPharma’s business purpose 
is “by itself or through participation in or 
together with other companies, to develop, 
produce, and sell pharmaceutical products, 
as well as other related activities”.

The business purpose clause ena-
bles shareholders to exercise control of 
the business and its risk profile without 
restricting the board or management’s 

ability to implement strategic and finan-
cially viable decisions within the defined 
purpose. Pronova BioPharma presents its 
goals and main strategies on page 10 of 
this report and in the directors’ report on 
page 22.

3.	 Equity and dividends
Equity:
The group’s equity at 31 December 2007 
was NOK 854 million, which corresponds 
to an equity ratio of 27.3 per cent. The 
board of directors regards the present eq-
uity structure as appropriate and adapted 
to the company’s objectives, strategy, and 
risk profile.

Dividend policy:
Pronova BioPharma is experiencing strong 
growth and intends to retain all earnings, 
if any, in order to finance further growth. It 
is therefore unlikely that dividends will be 
paid in the foreseeable future. 

Mandates:
The annual general meeting on 10 May 2007 
and the extraordinary general meeting on 
27 August 2007 resolved to grant mandates 
to the board of directors to increase the 
share capital. A mandate to acquire treas-
ury shares was also granted on 27 August. 
These mandates are presented in detail on 
page 93 of the annual report. The mandates 
granted comply with the code.

4.	 Equal treatment of 
shareholders and 
transaction with close 
associates 

The company has a single class of shares, 
and all shares carry the same rights in the 
company. Equal treatment of all share-
holders is a key objective.

If existing shareholders’ pre-emptive 
rights are waived in the event of an in-
crease in share capital, the board must 
justify the waiver. Transactions in own 
shares must be carried out on the Oslo 
Stock Exchange or by other means at the 
listed price.

Transactions with close associates 
must be at arm’s length and at fair value, 
which, in the absence of any other perti-
nent factors, will be at market value. Ad-
ditional information about transactions 
with close associates can be found in the 
notes to the annual accounts on page 65 in 
this annual report.

5.	 Freely negotiable shares
Pronova BioPharma’s shares are freely 
negotiable. There are no restrictions on 
transferability in the company’s articles of 
association.

6.	 General meeting
Pronova BioPharma encourages its share-
holders to attend general meetings. Notice 
of general meetings with supporting infor-
mation, including the recommendations of 
the nomination committee, will be avail-
able on the company’s website 21 days 
before the general meeting and will be dis-
tributed to shareholders no later than two 
weeks before the general meeting. 

The deadline for shareholders to give 
notice of their intention to attend the 
meeting is set as close to the date of the 
meeting as possible, and no earlier than 
five days before the general meeting. 
Shareholders who are unable to attend 
the meeting in person may vote by proxy.

General meetings will be chaired by 
the chair of the board, or other person ap-
pointed by the chair of the board. As far as 
possible, board members, the nomination 

Pronova BioPharma is committed to creating long-term value in the best 
interest of its shareholders, employees and other stakeholders. The 
company’s corporate governance principles are intended to ensure an 
appropriate division of roles and responsibilities between its owners, its 
board of directors and its executive management.

Corporate governance
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committee chair and the auditor attend 
the general meeting.

Minutes of general meetings are pub-
lished as soon as practical via the Oslo 
Stock Exchange messaging service – www.
newsweb.no (ticker: PRON ) – and on the 
company’s website at www.pronova.com, 
under the Investor Relations sub menu.

7.	 Nomination Committee 
The company’s articles of association 
were revised by the extraordinary gener-
al meeting on 20 August 2007 to reflect 
the decision to appoint a nomination 
committee.

The nomination committee will be 
elected by the annual general meeting in 
May 2008. It will comprise three members. 
According to the articles of association, 
the committee will consist of sharehold-
ers or representatives for these.

A mandate for the nomination committee 
will also be proposed to the annual general 
meeting. This will comply with the code.

When proposing the composition of the 
nomination committee, the board will take 
account of the interests of all sharehold-
ers and will ensure that the members are 
independent of the board and manage-
ment of the group. Pursuant to the articles 
of association, the nomination committee 
nominates candidates for the board of di-
rectors.

The mandate for the nomination com-
mittee will also include proposals on the 
remuneration of directors and the nomi-
nation of new members of the nomination 
committee.

The nomination committee’s nomina-
tions, with reasons, will be available at the 
latest two weeks before the election. The 
members of the nomination committee at-
tend the general meeting to present and 
justify their nominations and to answer 
questions.

The committee, including its chair, is 
elected by the general meeting for a term 
of two years. The general meeting will also 
determine the committee’s remuneration.

The composition of the first nomina-
tion committee will be available together 
with the notice for the annual general 
meeting in May 2008. In future, details 
about the nomination committee will be 
published on the company’s website and 
in the annual report’s section on the share 
and shareholder information.

8.	 Corporate assembly and 
board of directors

Composition and independence
The group had 185 full time employee equiv-
alents at the end of 2007 and was therefore 
not legally required to have a corporate as-
sembly in 2007.

Pursuant to the company’s articles of 
association, the board comprises between 
three and nine directors. At least half the 
shareholder-elected directors must be in-
dependent of the group’s management and 
its main business connections. At least 
two of the shareholder-elected directors 
must be independent of the company’s 
main shareholders.

The mandate for the nomination com-
mittee will recommend that the composi-
tion of the board should reflect the group’s 
needs for expertise, capacity and bal-
anced decision-making, and aim to ensure 
that the board can operate independently 
of any special interests and can function 
effectively as a collegiate body.

The term of office for directors is two 
years. Pronova BioPharma is not aware of 
the existence of any agreements or busi-
ness partnerships between the group and 
any third parties in which its directors 
have direct or indirect interests.

The current composition of the board is 
presented on page 86 of the annual report, 
where the expertise, capabilities and inde-
pendence of directors are also presented. 
Directors’ shareholdings are presented 
in the notes to the consolidated financial 
statements. The shareholder-elected di-
rectors represent a combination of exper-
tise, capabilities and experience from the 
finance business and industry.

9.	T he work of the board of 
directors

The board has adopted instructions that 
regulate areas of responsibility, tasks and 
division of roles for the board, the chair, 
and the chief executive. The instructions 
also contain rules governing board sched-
ules, notice and chairing of board meet-
ings, decision-making, the president and 
CEO’s duty and right to disclose informa-
tion to the board, professional secrecy, 
impartiality and so forth.

The board has appointed an audit com-
mittee and a remuneration committee, 
and has adopted instructions for each 
of these committees. The remuneration 
committee consists of two directors and 

is appointed by the board to assist it in 
fulfilling its responsibilities regarding 
the executive management’s compensa-
tion and benefits, including those of the 
chief executive. The audit committee con-
sists of two directors and is a preparatory 
body that supports the board in fulfilling 
its responsibilities with regard to Pronova 
BioPharma’s financial reporting, auditing 
and control. The committee is responsible 
for making recommendations to the board 
and the general meeting on the appoint-
ment and compensation of the company’s 
independent auditors.

The board will implement annual evalu-
ations of its own performance and exper-
tise, starting in 2008. 

10.	Risk management and 
internal control

Pronova BioPharma has established com-
prehensive internal procedures and sys-
tems to ensure unified and reliable finan-
cial reporting. 

The board receives monthly reports 
on the group’s financial performance and 
status reports on the most important indi-
vidual projects.

Risk management 
Pronova Biopharma operates in a well reg-
ulated and highly competitive business 
area. To manage the risk inherent in the 
industry and the nature of the business, 
and to comply with both international and 
national regulations, the group has imple-
mented a risk management system based 
on the acknowledged ERM framework from 
the Committee of Sponsoring Organisa-
tions of the Treadway Commission (Coso). 

The group’s risk policy outlines the main 
risk areas. A bi-annual process is performed 
to identify and summarise the main risks 
facing the group and to highlight key risks 
and mitigating actions that need special 
attention going forward. The ongoing proc-
ess supports the business in establishing 
and maintaining a systematic approach to 
monitoring and responding to risks.

The risk management system is de-
signed to involve, whenever appropriate, 
all personnel throughout all levels of the 
organisation. It contributes to building a 
risk-aware workforce and an environment 
that allows for innovation and responsible 
risk-taking while ensuring that the neces-
sary precautions are taken to protect the 
business and to maintain stakeholders 
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trust.
All managers at all levels are respon-

sible for risk management in their area. 
In collaboration with their subordinates, 
they play a key role in the group’s risk 
management, and the risk management 
system supports them in managing and 
communicating significant risks to the 
risk manager, corporate management and 
the board.

Internal control
The group’s internal control structure 
applies the Coso framework relating 
to financial reporting. Pursuant to this 
framework, internal control consists of 
five interrelated components: the control 
environment, risk assessment, control ac-
tivities, information and communication, 
and follow-up.

Governing documents defining govern-
ance/management principles, strategy, 
ethical guidelines and a whistleblower pro-
gramme have been put in place. Rigid inter-
nal controls of the financial close process 
have been established through the group’s 
accounting handbook and period-end close 
manual. Standardised processes are de-
fined in addition to clear roles and respon-
sibilities for monitoring controls related to 
the closing process.

Follow-up of internal control in connec-
tion with financial reporting takes place 
through the management’s day-to-day ac-
tivities and through monitoring by process 
owners.

Internal control procedures will be fur-
ther developed in 2008 and will also cover 
the group’s core values and ethical guide-
lines in order to comply with the code.

 

11.	Remuneration of the board 
of directors

Pronova BioPharma’s general meeting 
determines the board’s remuneration on 
the basis of recommendations from the 
company’s nomination committee. Remu-
neration should be reasonable and based 
on the board’s responsibilities, work, time 
invested and the complexity of the en-
terprise. The remuneration will be a fixed 
annual amount, and not linked to the com-
pany’s performance or share price.

Directors may perform special assign-
ments for the group in addition to their 
directorship. Such assignments, if any, 
are reported to the board and disclosed in 
the annual report. No such special assign-

ments were carried out during 2007.
Additional information on remunera-

tion of directors in 2007 is presented in 
note 9 to the consolidated financial state-
ment on page 44.

12.	Remuneration of executive 
management

The group has established guidelines for 
the remuneration of its executive manage-
ment. These are presented in note 9 to the 
consolidated financial statements, which 
also provides details of remuneration paid 
to individual members of the group’s ex-
ecutive management in 2007.

13.	Information and 
communication 

The company has established an inves-
tor relations policy which also comprises 
guidelines for reporting of financial and 
other relevant information to the market. 
Communication is based on openness and 
equal treatment of market players. The 
company’s objective is to ensure that the 
financial market and the shareholders have 
sufficient information about the company 
to be certain that pricing reflects underly-
ing value. The investor relations policy is 
accessible on the company’s website at 
www.pronova.com.

Systematic IR work has high priority in 
order to ensure the company’s access to 
capital at competitive terms and to assure 
shareholders of the correct pricing of the 
share. This is to be achieved through cor-
rect and timely distribution of price-rele-
vant information.

The company will comply with current 
rules and market practices, including the 
requirement for equal treatment.

All stock exchange notifications and 
press releases are made available on the 
company’s website at www.pronova.com. 
Stock exchange notices are also available 
at www.newsweb.no.

The company will arrange open inves-
tor presentations in connection with its 
annual and quarterly reporting. Presenta-
tions to investors in connection with the 
annual and quarterly reports will be made 
available on the company’s website. Im-
portant events affecting the group will be 
reported immediately.

All information distributed to share-
holders is simultaneously published on 
the company’s own website. The financial 

calendar for Pronova BioPharma can be 
found on page 2 of this annual report.

14.	Takeovers
The company is dedicated to treating all 
shareholders equally and to protecting the 
interests of all shareholders in the event 
of takeover bids or restructuring. Given 
Pronova BioPharma’s ownership structure, 
the board has not deemed it appropriate 
so far to prepare separate guidelines for 
takeovers. Such guidelines will be devel-
oped in 2008.

15.	Auditor
The auditor participates in the board 
meeting that deals with the annual ac-
counts. Auditor’s fees, presented in note 9 
to the consolidated financial statements, 
are stated for the relevant categories of 
auditing and other services. The board will 
assess whether guidelines should be es-
tablished for the executive management’s 
use of the auditor for services other than 
auditing.

The auditor will present a plan to the 
board every year for the implementation 
of audit work. The auditor will also present 
written confirmation to the board every 
year that he/she satisfies established 
requirements for independence and ob-
jectivity.

The auditor has a minimum of one meet-
ing per year with the board without the 
presence of the executive management. 
Whenever necessary, the board will meet 
with the auditor to consider the auditor’s 
views on the group’s accounting princi-
ples, risk areas, internal control routines 
and so forth.
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Gert W. Munthe (born 1957) has been chair of the board since 2004. He is also the managing partner 
and founder of Ferd Equity Partners. Mr Munthe has over 20 years of senior executive and CEO 
experience. Prior to founding Ferd Equity Partners, he was CEO of Alpharma, Inc, a NYSE-listed 
pharmaceutical company, from 1998 to 2000, and CEO of NetCom ASA, a leading Norwegian GSM 
operator, from 1993 to 1998. Mr Munthe holds a degree in economics from the University of Oslo, and 
both an MBA and an MIA from Columbia University in New York. He is a Norwegian citizen.

Jo Lunder (born 1961) has been a board member since 2007. He became president of Ferd Industrial 
Holdings AS on 1 September 2007, and executive vice president of Ferd Holding AS. He was previously 
president and CEO of Ementor ASA, which is listed on Oslo Stock Exchange. From 1999 to 2004, he 
was chair, CEO and COO of VimpelCom, the leading Russian GSM operator listed on the New York Stock 
Exchange. From 1993 to 1999, Mr Lunder held several executive management positions at Telenor 
Mobil, including deputy CEO. Before that, he had various senior management positions with Nordea/
Norgeskreditt. Mr Lunder holds a bachelors degree from Oslo Business School and an MBA from Henley 
Management College. He completed an executive management programme at IMD in 1998. Mr Lunder is 
a Norwegian citizen.

Siri Fürst (born 1958) has been a board member since 2007. She is a partner in Considium Consulting 
Group AS, and has broad experience from pharmaceutical activities. This derives from positions as 
general manager at DiaGenicASA from 2000 to 2003, and as vice president of strategy and business 
development at Nycomed Pharma AS from 1997 to 1999 and Hafslund Nycomed AS from 1995 to 
1997. Ms Fürst was also vice president of investor relations for Hafslund Nycomed AS from 1991 to 
1994. She currently holds several directorships, including Aker Kværner ASA, SNN Invest AS and 
Medinnova AS. Ms Fürst has a degree in economics from the Norwegian School of Economics and 
Business Administration. She is a Norwegian citizen.

Gert W. Munthe
Chair

Jo Lunder
Board member

Siri Fürst
Board member

The board of directors
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Jo Klaveness (born 1954) has been a board member since 2007. He is currently president, CEO and 
founder of Drug Discovery Laboratory AS, as well as a professor in medicinal chemistry at the School 
of Pharmacy of the University of Oslo. From 1983 to 1994, Dr Klaveness served in various positions at 
Nycomed, including project manager, director and vice president in the research and development 
organisation. Dr Klaveness is the inventor of more than 120 patent families related to several pharma-
ceuticals currently on the market. He has a PhD and an MSc in organic chemistry and a MSc Pharm in 
pharmaceutical chemistry, all from the University of Oslo. Mr Klaveness is a Norwegian citizen.

Rikke Tobiasson Reinemo (born 1975) has been a board member since June 2007. She is investment 
manager at Ferd Equity Partners. Previously, Ms Reinemo worked at McKinsey & Company. She 
graduated with a degree in economics and business economics from the Norwegian School of 
Management. Ms Reinemo is a Norwegian citizen.

Hege Charlotte Bakken (born 1973) is director of purchasing and logistics at Pronova BioPharma, and 
has been a board member of Pronova BioPharma Norge AS since 2006 and of Pronova BioPharma ASA 
from 2007. She joined the group in 2004. Previously, Ms Bakken was business development manager 
for the Nordic countries at Banner Pharmacaps BV from 2002 to 2004, and sales manager for Europe 
at FishMarket International AS from 2000 to 2002. Before that, Ms Bakken worked at Frionor AS and 
Norway Seafoods ASA. She holds an MSc in food science from the Norwegian University of Life 
Sciences (UMB) and is currently completing an executive MBA at the ESCP EAP European School of 
Management. Ms Bakken is a Norwegian citizen.

Sverre Magne Sondbø (born 1959) has been a board member of Pronova BioPharma Norge AS since 
1999 and of Pronova BioPharma ASA from 2007. He has been a process development manager at 
Pronova BioPharma since 1997. Before joining the group, he was production manager of Denja, Rieber 
& Søn from 1993 to 1996. From 1990 to 1993, he worked as a product developer for Ringnes 
Breweries, and was a laboratory manager (1985-1987) and later general manager (1987-1990) at the 
Norwegian Directorate of Fisheries in Svolvær. Mr Sondbø has an MSc in technical biochemistry from 
the Norwegian University of Science and Technology. He is a Norwegian citizen.

Rikke Tobiasson Reinemo
Board member

Hege Charlotte Bakken
Employee representative

Sverre Magne Sondbø
Employee representative

Jo Klaveness
Board member
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1. Tomas Settevik
CEO

Tomas Settevik (born 1960) has been chief 
executive officer since April 2006. He joined 
Pronova BioPharma in 2004 as senior executive 
vice president pharmaceuticals. Previously, Mr 
Settevik was vice president for northern Europe at 
TycoHealthcare. He held numerous international 
positions during his 11 years  with that company, 
including vice president marketing EMEA, 
managing director UK and general manager Nordic 
countries. Mr Settevik holds a degree from 
Copenhagen Business School. He held 3 122 956 
shares in the group at 31 December 2007, and has 
no stock options. Mr Settevik is a Norwegian 
citizen.

2. Morten Jurs
CFO

Morten Jurs (born 1960) has been chief financial 
officer of Pronova BioPharma since 2006. From 
2002 to 2006, he was chief financial officer at 
Kitron ASA. Previous positions include CFO of 
Telenor Nextra and of Santech Micro Group ASA. Mr 
Jurs holds an MBA from the University of Wyoming. 
He held 459 375 shares in the company at 31 
December 2007, and has no stock options.

3. Eckart Holtz
VP research, development and medical affairs

Eckart Holtz (born 1951) joined Pronova 
BioPharma in 2007 and is vice president R&D and 
medical affairs. He joined Pronova BioPharma from 
GE Healthcare (including former Amersham and 
Nycomed Imaging) where he held senior 
management positions in research/discovery and 
development, biology and preclinical sciences, as 
director and vice president. He has a biology 
degree from the University of Tübingen, Germany, 
and an MSc in toxicology from the University of 
Surrey, UK. Mr Holtz held 3 000 shares in the 
company at 31 December 2007, and has no stock 
options. He is a German citizen.

4. Trygve Christophersen 
VP manufacturing

Trygve Christophersen (born 1959) has been vice 
president manufacturing of Pronova BioPharma 
since 2006. Previously, he was CEO of Grans 
Brewery in Sandefjord. Mr Christophersen has 
gained extensive experience from various 
executive positions in manufacturing companies 
such as Ringnes AS and Mikron Tunsberg AS. He 
holds a business degree from the Norwegian 
School of Management and an MSc in engineering 
from the Norwegian University of Science and 
Technology. Mr Christophersen held 328 125 
shares in the company at 31 December 2007, and 
has no stock options. He is a Norwegian citizen.

5. Hans Ivar Robinson 
VP pharmaceutical and business development

Hans Ivar Robinson (born 1967) has been vice 
president commercial and business development 
at Pronova BioPharma since 2006. Previously, he 
held various positions at AstraZeneca in Oslo, 
London and Brussels. From 2005 to 2006, Mr 
Robinson was employed in Brussels and London as 
regional business director, Europe, Area 1. Before 
that, he led the sales and marketing organisation 
in the Norwegian marketing company for six years. 
Before joining AstraZeneca, Mr Robinson gained 
international experience at Pfizer International in 
New York. He holds an MSc in business from the 
Norwegian School of Economics and Business 
Administration, and has completed executive 
management courses at Insead and IMD. Mr 
Robinson held 553 250 shares in the company at 31 
December 2007, and has no stock options. He is a 
Norwegian citizen.

6. Hilde Steineger 
Head of investor relations (IR)

Hilde Steineger (born 1966) has been head of IR at 
Pronova BioPharma since 2007. Before that, she 
was a senior associate at NeoMed Management 
from 2006 to 2007, business development 
consultant at Maxfield/Amino from 2003 to 2006 
and senior financial analyst at Nordea Securities 
from 2001 to 2003. She received a PhD in medical 
biochemistry from the University of Oslo in 2000. 
Dr Steineger held 10 500 shares in the company at 
31 December 2007, and has no stock options. She 
is a Norwegian citizen.

7. Kjetil Olsen 
VP manufacturing development

Kjetil Olsen (1960) has been vice president 
manufacturing development at Pronova BioPharma 
since 2006 and was vice president supply chain 
from 2001-06. Previously, he was purchasing 
director at Hydro Porsgrunn Industrial Park. He has 
also held positions in business process improve-
ment projects at Hydro Agri Europe. Mr Olsen was 
located in Brussels for two and a half years as part 
of the project management team during the SAP 
implementation. He has previous experience as 
plant manager at Hydro Agri Porsgrunn (calcium 
nitrate/formic acids) and Hydro Magnesium 
Norway (magnesium chloride dehydration). Mr 
Olsen holds an MSc in process engineering from 
the Norwegian University of Science and 
Technology. He held 801 500 shares in the 
company at 31 December 2007, and has no stock 
options. Mr Olsen is a Norwegian citizen.

8. Solveig Hellebust 
VP human resources and communications

Solveig Hellebust (born 1967) joined Pronova BioP-
harma in 2004 and is vice president human 
resources and communications. Previously, she 
was director for compensation and benefits at 
Telenor ASA. From 1998 to 2001, she worked as an 
associate professor in economics at the 
Norwegian School of Management. Dr Hellebust 
holds key qualifications as a specialist in 
compensation and benefits, and is a specialist in 
the field of corporate governance and corporate 
social responsibility. She holds a PhD in economics 
from the Norwegian University of Life Sciences, an 
MSc in agricultural economics from the University 
of Illinois, and an MSc in business and economics 
from the Norwegian School of Management. Dr 
Hellebust held 801 500 shares in the company at 
31 December 2007, and has no stock options. She 
is a Norwegian citizen.

9. Else-Marie Haram 
VP quality assurance

Else-Marie Haram (born 1947) joined Pronova 
BioPharma in 2004 and is vice president quality 
assurance. Previously, she was with Alpharma for 
25 years, holding various positions in research and 
development, quality control and quality assurance 
and serving from 1994 to 2001 as vice president 
quality affairs for the international pharmaceuti-
cals division. Ms Haram has an MSc from the 
Institute of Pharmacy at the University of Oslo. 
She held 216 298 shares in the company at 31 
December 2007, and has no stock options. Ms 
Haram is a Norwegian citizen.

10. Cecilia Orheim 
Head of legal affairs

Cecilia Orheim (born 1972) has been head of legal 
affairs for Pronova BioPharma since 2004. Prior to 
joining the group, she was senior claim consultant 
at Claims Management Group Ltd. She has also 
worked as legal advisor for several Norwegian 
companies, including Tele2 Norge AS. From 1999 
to 2000, Ms Orheim worked as a legal advisor at 
the Norwegian Ministry of Health and Social 
Affairs. She holds an LL M from the University of 
Oslo. Ms Orheim held 36 000 shares in the 
company at 31 December 2007, and has no stock 
options. She is a Norwegian citizen.

Gina Galligani 
Senior director regulatory affairs 

Gina Galligani (born 1956) joined Pronova 
BioPharma in 2005 and is senior manager 
regulatory affairs. She was previously with 
Pharmaq AS as head of regulatory affairs. Before 
that, she spent 20 years with Alpharma, holding 
various positions in regulatory affairs and serving 
as head of regulatory affairs for aquatic products 
from 1998 to 2004. Ms Galligani holds an MSc 
from the Institute of Pharmacy at the University of 
Oslo. She held 4 000 shares in the company at 31 
December 2007, and has no stock options. Ms 
Galligani is a Norwegian citizen.

Gina Galligani was not present when  
the photo was taken.

The management team
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Key figures
2007 2006 Change

Production Tonnes 918.0 650.0 41.2%
Annualised production capacity at 31.12 Tonnes 1 200.0 850.0 41.2%
Total end-user sales (IMS)4 USD million 511.0 305.0 67.5%
Estimated annual run rate (IMS)4 USD million 662.0 427.0 55.0%

Revenues NOK 1 000 1 013.8 667.4 51.9% 1

Gross margin per cent 80.1% 69.9% 10.1% 1, 2

Employee benefits expenses NOK 1 000 162.4 95.3 70.4% 1

EBITDA NOK 1 000 503.0 271.4 85.4% 1

EBITDA-margin per cent 49.6% 40.5% 9.1% 1, 2

EBITDA pre employees’ IPO bonus NOK 1 000 518.9 271.4 91.2% 1

EBITDA-margin pre employees’ IPO bonus per cent 51.2% 40.5% 10.7% 1, 2

Profit before tax NOK 1 000  202.0  (40.1) 503.7% 1

Rate of taxation per cent 29.0% (38.8%) 2

Basic earnings per share in NOK NOK  0.45  (0.25) 0.70
Diluted earnings per share in NOK NOK  0.45  (0.25) 0.70
Cash flow from operating activities NOK million  254.4 186.1 36.7%
Cash flow from investing activities NOK million  (182.2)  (562.6) (67.6%)
Cash flow from financing activities NOK million  93.0  487.5 80.9%
Total capital NOK million 3 125.5 2 706.7 15.5%
Borrowings NOK million 1 323.2 1 324.3 0.0%
Total investments NOK million 325.6 619.6 (47.5%)
Equity ratio per cent 27.3% 21.6% 5.7% 2

Liquidity ratio per cent 1.32% 0.33% 0.99% 2

Debt ratio per cent 72.7% 78.4% (5.7%)2

Return on equity 3 per cent 16.8% (3.2%) 20% 2

Return on capital employed 3 per cent 11.2% 2.9% 8.3% 2

1)   Profit/loss figures for 2006 are unaudited pro forma figures
2)  Percentage points change
3) Based on audited figures for 2007 and 2006
4) End-user sales for Pronova BioPharma’s eight major markets

Analytical information

‚ ‚ ‚

Source: IMS Health
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Key figures by quarter 
2007

(Amounts in NOK million) Q1 Q2 Q3 Q4

Profit and loss
Revenues  251.4  235.5  257.6  269.4 
Gross margin 76.9% 81.6% 79.4% 82.3%
Employee benefits expense 33.6 33.7  34.3  60.7 
EBITDA  121.5  122.3  137.2  122.1 
EBITDA margin 48.2% 51.9% 53.2% 45.4%
EBITDA pre bonus1  N/A  N/A  N/A  138.3 
EBITDA-margin pre bonus1  N/A  N/A  N/A 51.4%
EBIT  68.9  69.1  81.8  66.6 
Profit before tax  61.4  60.5  42.2  37.8 

Net profit for the period  44.1  43.5  30.2  25.6 

1) Employees’ IPO bonus

2007

(Amounts in NOK million) Q1 Q2 Q3 Q4

Balance sheet
Total non-current assets  2 229  2 205  2 192  2 378 
Total current assets  483  485  593  748 
Total assets  2 712  2 690  2 785  3 126 
Share capital  13  13  18  6 
Share premium reserve  473  473  468  580 
Retained earnings and 
reserves  142  185  254  268 
Total shareholder’s equity  628  677  740  854 
Total non-current liabilities  1 763  1 533  1 783  1 708 
Total current liabilities  321  486  262  564 

Total liabilities  2 081  2 019  2 045  2 272 

Total equity and liabilities  2 712  2 690  2 785  3 126 
Equity ratio 23.1% 25.0% 26.6% 27.3%

2007

(Volume in tonnes) Q1 Q2 Q3 Q4

Production
Tonnes produced  212  179  262  265 

2007

(Amounts in NOK million) Q1 Q2 Q3 Q4

Revenues by country
USA 156.6 116.5  143.3  148.3 
Europe 92.4 115.9  103.2  111.5 
Rest of world (Korea) 2.4 3.1 11.1  9.5 

Total 251.4 235.5 257.6  269.3 

2007

(Amounts in USD million) Q1 Q2 Q3 Q4

end-user sales
USA  57.7  66.4  74.7  87.9 
Italy  30.9  31.9  32.5  36.9 
Rest of World  
(Korea+ Europe excl. Italy)  18.4  21.1  23.9  28.2 

Total  107.0  119.4  131.1  153.0 

Estimated annual run rate  493.1  528.1  584.1  662.0 

‚ ‚

Source: IMS Health
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Share and shareholder 
information
Pronova BioPharma aims to drive profitable growth and deliver 
value to its shareholders.

The company gives weight to maintaining 
an open dialogue with its shareholders 
and providing timely and accurate price 
relevant information to the market.

Listing
Pronova BioPharma ASA secured a stock 
exchange listing on 11 October 2007. The 
company’s shares are included on the Oslo 
Stock Exchange’s main list under ticker 
code PRON. The shares are registered in 
the Norwegian Central Securities Deposi-
tory (VPS), with Nordea Bank Norge ASA 
as registrar/issuer. They carry the securi-
ties number ISIN NO 001 0382021 and are 
traded in round lots of 500. 

Shares and share capital
Pronova BioPharma has 300.8 million or-
dinary shares with a nominal value of NOK 
0.02 per share (see note 20 to the consoli-
dated financial statements). The parent 

company had 1 306 shareholders at 31 De-
cember 2007, of whom 32.6 per cent of the 
shareholder base were not Norwegians.

The company has a single share class. 
Each share carries one vote. The company 
owned no treasury shares at 31 December 
2007.

In August 2007, the company’s share capi-
tal was increased by NOK 5 210 408.76 in or-
der to raise the nominal value per share from 
NOK 0.0142857142857143 to NOK 0.02 fol-
lowing a share split in the ratio one to seven. 
The capital increase was covered by a trans-
fer from the share capital premium fund.

The share capital was simultaneously 
reduced by NOK 12 719 780.50 through the 
redemption of 635 989 025 B shares in order 
to have only one share class. Redemption of 
the B shares was made for a payment of NOK 
0.74498 per B share to the holders of this 
stock. After the decrease, the company’s 
share capital was NOK 5 516 650.16, distrib-
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Share and shareholder 
information

uted between 275 832 508 shares, each with 
a nominal value of NOK 0.02.

Another share issue was completed in 
October in connection with the listing and 
the initial public offering. The offering in-
cluded 25 000 new shares. At 31 December 
2007, Pronova BioPharma had 300 832 508 
shares outstanding, each with a nominal val-
ue of NOK 0.02. After the listing on 11 Octo-
ber 2007, the share was traded on all the 54 
remaining trading days in 2007. The average 
daily turnover was 2 955 shares. The highest 
recorded price for the Pronova BioPharma 
share during 2007 was NOK 25.00, while low-
est price was NOK 19.10. The closing price at 
the end of 2007 was NOK 22.00.

The share price decreased by 7.6 per 
cent while floating in 2007. The Oslo Stock 
Exchange’s Benchmark Index (OSEBX) de-
creased by 2.5 per cent over the same pe-
riod. Together with the other pharmaceu-
tical companies listed on the Oslo Stock 

Exchange, the Pronova BioPharma share 
is included in the OSE35 health care index, 
which declined by 8.4 per cent.

Dividend policy
As a growth company, Pronova BioPharma 
intends to retain all earnings, if any, to fi-
nance further growth. The company there-
fore does not intend to pay dividends for 
the foreseeable future. Pronova BioPhar-
ma has not paid dividends in the past.

Principal shareholder
The principal shareholder of Pronova Bi-
oPharma is Ferd Private Equity Fund II, 
which owns 58.4 per cent of the shares. A 
table of the 20 largest shareholders at 31 
December is shown below. 

Board mandates
The board was mandated by the extraor-
dinary general meeting on 27 August 2007 

20 largest shareholders as of 31 December 2007

Investor Number of Shares % of total Account type Country

1 Ferd Private Equity Fund (Jersey I) L.P 145 910 372 48.5% COMP GBJ

2 Ferd Private Equity Fund (Jersey II) L.P 29 809 895 9.9% COMP GBJ

3 JPMorgan Chase Bank 13 920 500 4.6% COMP USA

4 Morgan Stanley & Co. Inc. 9 891 961 3.3% NOM GBR

5 Fidelity Funds 9 598 900 3.2% COMP USA

6 Citibank N.A. 8 661 803 2.9% NOM USA

7 Brown Brothers Harriman & Co. 7 608 200 2.5% COMP USA

8 Skandinaviska Enskilda Banken 4 557 700 1.5% NOM SWE

9 JPmorgan Chase Bank 4 105 791 1.4% NOM USA

10 Svenska Handelsbanken Depot 3 661 700 1.2% NOM SWE

11 JPMorgan Chase Bank 3 238 379 1.1% NOM LUX

12 Mutus AS 3 122 956 1.0% COMP NOR

13 JPMorgan Chase Bank 3 031 293 1.0% NOM GBR

14 Folketrygdfondet 3 000 000 1.0% COMP NOR

15 Rbc Dexia Investor Services Bank 2 929 400 1.0% NOM LUX

16 Odin Europa 2 448 781 0.8% COMP NOR

17 State Street Bank and Trust Co. 1 954 210 0.6% NOM USA

18 Credit Suisse Securities 1 732 734 0.6% COMP GBR

19 JPMorgan Chase Bank 1 724 006 0.6% NOM GBR

20 Goldman Sachs & Co. – Equity 1 350 000 0.4% NOM USA

Top 20 262 258 581 87.2%

Total 300 832 508 100.0%

Ownership by number of shares held

Number  
of shares

Share-
holders

% share 
capital

1–1 000 618 0.2%

1 001–10 000 468 0.6%

10 001–100 000 126 1.3%

100 001– 1 million 71 9.7%

> 1 million 23 88.2%

Total 1 306 100.0%

Being a growth company, 
Pronova BioPharma 
intends to retain all 
earnings, if any, in order 
to finance further growth.
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Geographical distribution of ownership as of 31 December 2007

Country Number of shares Ownership%

Norway – Ferd Private Equity Fund I  175 720 267 58.4%

Norway – Other  26 965 972 9.0%

Other Nordic  11 875 359 3.9%

Europe (ex. Nordic/Norway)  34 305 950 11.4%

USA  51 634 144 17.2%

RoW  330 816 0.1%

Total  300 832 508 100.0%

to increase the company’s share capital 
in connection with the IPO by up to NOK 
551 665 through the issue of up to 27 583 
250 ordinary shares, each with a nominal 
value of NOK 0.02. A total of 25 000 new 
shares were issued. The mandate ceased 
to be valid when the shares were listed on 
the Oslo Stock Exchange on 11 October 
2007.

On 10 May 2007, the annual general 
meeting mandated the board to increase 
the share capital by up to NOK 129 885 in 
total. Originally valid until 10 May 2008, 
this mandate was superseded by the new 
mandate granted at the extraordinary 
general meeting on 27 August 2007 to in-
crease the company’s share capital by up 
to NOK 551 665 through the issue of up 
to 27 583 250 shares, each with a nominal 
value of NOK 0.02. The mandate is effec-
tive from 11 October 2007 (the date when 
the company’s shares were uncondition-
ally listed on the Oslo Stock Exchange), 
and is valid until the annual general meet-
ing in 2008 but in any event no longer than 
until 30 June 2008. The board may decide 
to waive the pre-emptive right of existing 
shareholders to subscribe for new shares. 
The mandate also permits an increase in 
capital through contributions in kind and 
the right to incur special obligations on 
behalf of the company pursuant to sec-
tion 10-12 of the Norwegian Public Lim-
ited Companies Act, and capital increases 
through mergers pursuant to section 13-5 
of the Public Limited Companies Act.

A mandate to acquire the company’s 
own (treasury) shares was also granted at 
the extraordinary general meeting on 27 
August 2007. The board is mandated to 
acquire treasury shares to a total nominal 
value of NOK 551 665, which corresponds 
to 10 per cent of the company’s share cap-
ital after the redemption of the B shares. 
The price for each acquired share must be 
a minimum of NOK 10 and a maximum of 
NOK 200. The board may exercise its own 
discretion in determining how to acquire 
and dispose of shares. The mandate is ef-
fective from 11 October and valid until the 
annual general meeting in 2008 but in any 
event no longer than until 30 June 2008.

Acquisition of treasury shares
The company has not acquired any treas-
ury shares in 2007. 

Option schemes
The company does not have option 
schemes. 

Nomination committee
A nomination committee will be estab-
lished by the annual general meeting in 
2008, in accordance with the company’s 
articles of association. 

Annual general meeting
Annual general meetings are normally 
held in May. Written notification will be 
sent to the shareholders individually or to 
the shareholder’s nominee. Notifications 
will also be made available on the compa-
ny’s investor relations site. To vote at the 

Analyst coverage

Company Telephone Name

ABG Sundal Collier +47 22 01 60 00 Alexander Lindström
Morten Larsen

Arctic Securities +47 21 01 31 00 Martin Hoff

Carnegie Securities +46 86 76 88 00 Kristofer Liljeberg-Svensson
Camilla Oxhamre

+47 22 00 93 00 Henrik Sinding

DnB NOR Markets +47 91 50 30 00 Espen Tidemann Jørgensen

UBS Investment Bank +44 20 75 67 80 00 Martin Wales
Sven Zimmermann

general meetings, shareholders must be 
present and vote in person or by proxy. 

Investor relations
Pronova BioPharma will seek to maintain 
a high and uniform level of information 
to the capital market and will also seek to 
maintain a good and open dialogue with its 
shareholders, analysts and the stock mar-
ket in general. 

The company holds regular presenta-
tions in important financial centres in Eu-
rope and the USA, in addition to meetings 
with analysts and investors.

Open investor presentations will be 
staged by the company in connection with 
its annual and quarterly reporting. Pres-
entations made to investors in connection 
with the annual and quarterly reports will 
be made available on the company’s web-
site. 
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It is possible to subscribe to news about 
Pronova BioPharma via e-mail from its 
website at www.pronova.com. All the com-
pany’s press releases, including historical 
ones, can be accessed on the same website, 
as can its interim and annual reports, pro-
spectuses, presentations, articles of asso-
ciation, financial calendar, IR and corporate 
governance policies and other information.

Analyst coverage
Pronova BioPharma strives to facilitate 
wide analyst coverage of the Pronova Bio
Pharma share, and is covered by the ana-
lysts listed on the previous page.
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