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KEY FIGURES AT A GLANCE APRIL 1-MARCH 31

Sales Operating profit
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2006

April 1, 2005 April 1, 2004
in thousand CHF —March 31, 2006 —March 31, 2005 Change in%
Sales of goods and services 310 588 241 823 68 765 28.4
Cross profit 119213 96 888 22 325 23.0
Gross profit in % 38.4% 40.1% -1.7
Research and development expenses [gross) 22 834 20 290 2 544 12.5
Operating profit 62 342 47 548 14 794 31.1
Operating profit in % 20.1% 19.7% 0.4
Net profit 55 648 39 195 16 453 42,0
Net profit in % 17.9% 16.2% 1.7
Earnings per share (in CHF)" 4.95 3.49 1.46 41.8
Capital expenditures 40 110 71459 =31 349 -43.9
Equity ratio in % 60.7% 54.2% 6.5
Employees headcount (yearend) 1139 933 206 22.1
Employees fulltime equivalent [yearend) 1 090 894 196 21.9

"' Earnings per share of the previous year are calculated with total number of shares after IPO

HIGHLIGHTS

Sales up 28.4% from CHF 241.8 million to CHF 310.6 million
Operating profit margin increased to 20.1%

Earnings per share CHF 4.95

Dividend as nominal value reduction of CHF 1.25 per share
Successful launch of OptiClik® Pen for Lantus and Apidra

2006 jobs creafed during business year 2005,/06

Share Price Development (22 September 2004-31 March 2006)
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Dear Shareholders,

The Ypsomed Group is contfinuing on its successful course, having attained and, in some
cases, surpassed its sef fargets during the year under review. We can report strong sales
growth of 28.4% in the business year 2005/006, with sales in the core business of pen
systems and pen needles up steeply at 44.7%. Factors contributing to this success included
a rise in demand for the disposable pen OptiSet® and the semidisposable pen OptiClik®
from sanofi-aventis for use with the insulin product Lantus and, more recently, with the new
product Apidra. A gross margin of 38.4% was achieved and the operating profit margin
increased to 20.1%. Net profit totalled CHF 55.6 million, equivalent fo earnings of

CHF 4.95 per share. The Ypsomed Group created 206 jobs during the 2005/06 busi-
ness year and now has a total of 1139 employees. During that period it consolidated and
expanded its leading global position as an independent developer and manufacturer of
injection systems for selFmedication.

Ypsomed benefiting from success of Lantus

Ypsomed's established strategy of seeking cooperations with pharmaceutical partners look-
ing for a reliable partner of hightech injection systems is now yielding unexpectedly

strong growth. In particular, it is reaping benefits from its 20-year partnership with sanofi-
aventis (formerly Aventis and Hoechst] and the enormous success of that company's product
Lantus, the leading long-acting insulin. Sales of Lantus in 2005 increased by 46% to

EUR 1.2 billion, 60% of which was attributable to the US market alone. Sanofi-aventis

has stated that one in every three diabetes patients switching from oral therapy fo insulin

in the USA now uses the long-acting insulin Lantus. The main advantages of Lantus are a
once daily dosage regimen and ifs release of insulin af a steady rate over the course of the
day. Patients perceive Lantus as an extremely safe and reliable product, and this helps o
facilitate an early change to insulin medication which significantly reduces the risk of severe
and expensive longferm consequences diabetes.



Low penetration rate of pens in US market offers growth opportunities

Although OptiClik® was launched in the USA in January 2005, normal syringes are sill
the preferred form of administration for Lantus in that market. It is anticipated that the very
low market penetration rate achieved there by insulin pen systems (only 15%) will gradually
rise to somewhere nearer the rates of approximately 0% prevailing in Europe. The latest
example of this is the US launch of Apidra using Ypsomed's OptiClik® pen system. Apidra,
a product developed and marketed by sanofi-aventis, is a rapid-acting insulin analogue
offering flexibility of use because of its quick onset of action. It is ideal for combination with
long-acting Lantus. OptiClik® is a patented pen system developed by Ypsomed combining
the advantages of disposable and reusable pens. Ypsomed's OptiClik® semi-disposable
pen systfem simplifies changing of insulin cartridges designed for use with the same high-
precision dosage module.

Segmentation of market for injection systems

There is now a distinct and steadily rising frend towards selFmedication. Pharmaceuti-

cal partners are becoming increasingly ready to use innovative devices and sysfems for
injection by the patients themselves, because they increase a therapy’s chances of suc-
cess, whilst also improving the patients” quality of life. A medicine’s success in the market
depends not only on its therapeutic activity, but also on the availability of simple, painless
and psychologically more acceptable injection systems for its administration. It is becoming
more and more widely recognized that correct use of these forms of administration by the
patients yields higher therapeutic success rates. Consequently, our pharmaceutical partners
are now sfarting to provide individual groups of patients with injection systems specifically
designed fo cater for their needs and preferences, and patients themselves are increasingly
fending fo demand these. The result is that the selfFmedication market is now starting to seg-
ment info specific customer groups, just as the consumer goods market has developed over
the years. For example, one competitor is already offering its range of insulins in six differ-
enf pen systems, some of which have already been on the market more than 10 years.

Strategic cooperation between Ypsomed and sanofi-aventis

The developments outlined above have now persuaded sanofi-aventis, our main customer,
fo offer ifs insulins in a wider variety of pen systems. For sirategic reasons, sanofi-aventis is
planning to develop and manufacture a pen of its own in addition to those supplied fo it by
Ypsomed. This will be launched in selected markets and will complement the pen systems
supplied by Ypsomed. The longstanding, close cooperation between Ypsomed and sanofi-
aventis will continue. Ypsomed is, and will remain, an important strafegic partner and sup-
plier fo sanofi-aventis.
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Strengthening customer loyality

Ypsomed's successful pen systems OptiClik®, OptiSet® und OptiPen® Pro will confinue

to form a significant proportion of the pens supplied with sanofi-aventis products over the
years to come. Wider use of the semi-disposable pen system OptiClik® in the USA and
other countries will create an increasingly broader customer base, regularly and repeatedly
obtaining its insulin in Ypsomed's disposable modules. In this way, Ypsomed's semi-dispos-
able OptiClik® pen will forge a strong, durable link with the end user. Our production
capacity for sanofi-aventis has been further expanded on the basis of their forecast with
financial contributions from the client.

Seizing opportunities and avoiding risks

We are convinced that Ypsomed is pursuing the right strategy and that we have correctly
assessed our strengths. We see an abundance of market opportunities which can be suc-
cessfully exploited with innovative products and reliable, high-quality production facilities.
Whilst it is obviously impossible to completely exclude risks, they can nevertheless be
identified pro-actively and avoided or reduced wherever possible. The responsibility for
risk identification and avoidance lies primarily with the Board of Direcfors and the manage-
ment, but also with every single Ypsomed employee. Realization of these opportunities will
require the will of all involved to confribute outstanding performance and tofal commitment.



Quality and excellence are strategic priorities

The group's strong growth is a great challenge for management, employees, procedures
and organization. New employees have fo be integrated and trained, new technologies
and processes defined, and existing procedures and structures regularly optimized. Quality
and the achievement of excellence are of great importance strategically and essential for
implementation of strategy and growth plans. Our commitment to quality and excellence
applies not only in our dealings with customers and suppliers, but also in all areas of our
own organization in their dealings with each other. In order to cope with the problems
arising from strong growth, the Board of Directors and the management have designed
and launched a project named YES (Ypsomed = Excellence x Spirit]. The objective of YES
is fo ensure that the group’s strafegic objectives are correctly understood and followed at
all levels within the organization. It is adapted to individual levels and aims to encourage
suggestions for genuine improvements which support our quest for excellence. Excellent
financial results can all too easily make the enormous efforts behind their achievement to be
forgotten.

Diversification within core business fields over the coming years

Ypsomed will continue fo pursue the strategy which has made it technological leader in

the selfFmedication market, in which diabetes will remain the main segment for two main
reasons. Firstly, diabetes is increasing globally at a rate of over 3% per annum and is

now assuming almost epidemic proportions. Secondly, with diabetics tending to switch to
insulin therapy earlier and more frequently, insulin consumption is expected to grow at a
rate of well over 10% in the next few years. In addition to its main customer sanofi-aventis,
Ypsomed is now supplying innovative pen systems fo other manufacturers of insulin products
in various countries including China, an important market of the future with a high level of
domestic demand. Ypsomed is also planning to diversify for strategic reasons. Although the
enormous success of Lantus from sanofi-aventis has brought Ypsomed a current sales of over
60%, a figure which will probably rise even higher in the future, Ypsomed is planning fo
acquire some other key customers fo broaden its sales base. This diversification process will
be pursued with great care and take place within the group’s core areas of competence,
because the ultimate objective remains the fulfilment of high sales and profitability targes.

It is as yet too early to make any definite statements on these plans, but the Board of Direc-
fors and the management are already actively examining some relevant options and taking
appropriate action.
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Innovative self-medication with growth potential

The Ypsomed Group's innovative capabilities and ifs high investment in research & devel-
opment are an important strategic factor behind its success. During the last business year
alone, it invested CHF 22.8 million (equivalent to 7.4% of sales) in research & develop-
ment and now employs 87 highly-qualified staff. Ypsomed shuns shortterm goals aimed

at optimizing immediate results in favour of policies promising longterm, durable success.
This is why it decided several years ago to invest significant funds in the creation of ifs
own development platforms. The group’s patent-protected prototypes of innovative pen
systems, aufo-injecfors and pen needles are attracting great interest from pharmaceutical
pariners, which is increasingly tending to look beyond innovative therapeutic substances to
reap the benefits provided by customer-specific injection systems for administration of these
substances. For reasons of confidentiality it is not always possible to disclose details of the
projects in our pipeline.

Success for all involved

Ypsomed's growth and success also mean growth and success for all other stakeholders in-
volved. Our innovative injection systems enable our customers to position their pharmaceuti-
cal products more clearly in the market and sell them more successfully. One particularly
gratifying feature is that the Ypsomed Group is one of the leading creators of jobs in Swit
zerland. Since becoming independent in April 2003, it has expanded its workforce from
53710 1139, an increase of 112%. This represents a significant contribution fo both the
regional and the national Swiss economy and is creating growth for Switzerland in the pio-
neering sector of medical technology. Our suppliers and customers benefit from Ypsomed's
high investments in fixed assets, machinery and tools, which in turn enable them fo create
new jobs.



Over the past business year Ypsomed's share price rose by 73% from CHF 125.50 to
CHF 218.20. Since the start of frading on 22 September 2004 at the opening price of
CHF 73.—, the share has risen steadily to close on 31 March 2006 at CHF 218.20.

In view of the profit of CHF 55.6 million for the year under review, the Board of Directors
will ask the Annual General Meeting of Shareholders to approve a dividend distribution of
CHF 1.25 per share in the form of a repayment of the par value.

The group's success was not achieved without considerable efforts from all involved, and
we fake this opportunity to thank our shareholders, customers, suppliers, and employees for
their contributions towards it. We will do everything in our power to ensure that you will
confinue to benefit from this very satisfactory progress in the years to come.

MIECL

Willy Michel Matthew Robin
Chairman of the Board of Directors CEO
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CLOSE STRATEGIC RELATIONSHIPS WITH CUSTOMERS,
TOGETHER WITH HIGH INNOVATIVE ABILITY, FORM THE
BASIS FOR YPSOMED’S SUSTAINABLE SUCCESS.
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Lantus® Worldwide Sales
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THE LAUNCH OF OPTICLIK®, REPRESENTING A Core business sales grow 44.7%

SHIFT FROM THE DISPOSABLE SYRINGE TO THE Ypsomed's consolidated sales in the
INTELLIGENT INJECTION SYSTEM, AND THE SHARP 2005/06 business year totalled CHF 310.6
INCREASE IN DEMAND FOR PEN NEEDLES WILL million, an increase of 28.4% which lay
INFLUENCE YPSOMED'S GROWTH OVER THE YEARS  within the increased forecast range of 25%
TO COME. to 30% indicated in November 2005. Sales

growth in our core business with injection
systems, pen needles and products supplied
by Ypsotec was especially satisfactory.

Ypsomed's business model, based on techno-
logical leadership and long-term cooperation
arrangements with pharmaceutical pariners, is
the foundation on which our success is built.
Cooperation with pharma partners begins at
the time when the drug substance is sfill being
developed, includes the technical develop-
ment stage and market launch and continues
during the full lifecycle of the pharmaceutical
product. The injection systems developed and
manufactured by Ypsomed are sold exclu-
sively through our pharma pariners.

Ypsomed's sfrong sales growth over the last
few years is thus the result of cooperation ar-
rangements negotiated and renewed over the
last 20 years. These arrangements are natu-
rally covered by agreements extending over
several years. Equally important is our con-
structive cooperation with these customers at

Ypsomed | 10



operational level, plus the mutual confidence
which has built up over the period. The key
components of the success shared with these
customers are our innovative capability, cus-
fomized products, high quality and the reli-
ability of production & logistics.

Success in the market of Lantus, OptiSet®
and OptiClik®

The longstanding cooperation with sanofi-
aventis is a major factor behind Ypsomed's
growth. The actual extent of the enormous
success of Lantus in world markets came
unexpectedly, both fo us and also to sanofi-
aventfis itself. Lantus was launched in 2000

in Germany, followed by the USA in 2001,
England in 2002, and France in 2003. It has
since been launched successfully in more than
70 countries and is now globally the top-sell
ing insulin product for patients starting insulin
therapy. It also has the fastest-growing market
share. 2005 sales of Lantus increased 46%
to EUR 1.2 billion, of which 60% are attribut-
able to the US market alone. According fo
sanofi-aventis, one diabetes patient in every
three switching from oral therapy fo insulin

in the USA now uses long-acting lantus (see
graph on page 12). lantus is now one of the
fastestgrowing pharmaceutical products in the

sanofi-aventis portfolio and has become one
of the company’s blockbuster products only
five years after initial launch. Experts estimate
Lantus future annual sales potential at between
three and four billion euro.

Because Lantus is marketed nof only in the
newly developed OptiClik® system, but also
in the older Ypsomed products OptiSet® and
OptiPen® Pro, rapid expansion of production
capacity of all three of these products became
urgently necessary.

Ypsomed | 11
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Pen penefration rates in the year 2005

100

Source: Pharmaceutical pﬂﬂ"% s and Ypsomed Source: sanofi-aventis
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Number of new patients by Insulin type (USA)

Lantys® 32%

/F-
/—/

remix 2/%

Mealtime 26%

NPH 14%

Successful launch of OptiClik®

As announced in the last annual report, the
successful launch of OptiClik® for the long-act-
ing insulin product Lantus from sanofi-aventis

is one of the most important milestones in
Ypsomed's corporate history and has made

a significant contribution to Ypsomed's strong
growth.

OptiClik® is o semi-disposable pen system
patented by Ypsomed offering the advantages
of reusable pen systems combined with those
of disposable pens. OptiClik®'s reusable dial-
ling module has a high level of functionality, a
large, easily readable electronic display, and
an extended dosage range stretching from

1 to 80 insulin units. The disposable module
containing the insulin carfridge is inserted

into the dialling module with a simple click,
thereby greatly simplifying user operation of
the injection system.

Apidra launched with OptiClik®

This simplicity of operation makes OptiClik®
ideal not only for the administration of Lantus,
but also for combined therapy with a rapid-
acting insulin. The new rapid-acting insulin
analogue Apidra developed by sanofi-aventis
has been launched in the USA with Ypsomed's
OptiClik® pen system. Available information
show that sanofi-aventis has succeeded in
further increasing its share of the US diabetes
market with its leading, long-acting product
Lantus.

OptiClik® in the USA and Japan

Since its launch in the US market at the end
of January 2005 OptiClik® — the only pen
system of its kind anywhere in the world — has
achieved a high level of user acceptance
across a broad customer base. Some techni-
cal problems which arose last year in four
batches in Japan temporarily stopped produc-
tion of one OptiClik® component. The techni-
cal problem was solved and the component is
now being produced again. Some hundreds
of thousands of OptiClik® pens have already
been sold in the USA and Japan, and the
product is now scheduled for launch in other
markets.



In connection with alleged patent infringement
by the OptiClik® pen in the USA, Ypsomed
commissioned infernal and external expert
opinions which came fo the conclusion that
Ypsomed's pen does not infringe patents

held by Novo Nordisk. Ypsomed regards

the Novo Nordisk claims as unfounded. The
patent infringement suit will not influence the
production of the OptiClik® pen.

More pen systems in US market

Market penetration of injection pens in the
USA is extremely low at less than 15%. There
are hisforical reasons for this resulting from

Eli Lilly’s former dominant market position. It

is confidently expected that this situation will
change over the next few years and that use
of pens will rise to a European level of ap-
proximately Q0%. As expected, Eli Lilly and
Amylin are marketing the diabetes product
Byetto (Exenatide) launched last year in pens
only. Novo Nordisk has also announced that
its long-acting insulin Levemir will be sold in
the USA in pen systems only. Together with the
success of Lantus, the present low penetration
of pens in the US market offers growth poten-
fial for innovative pen systems, as US users
switch from administering their insulin with nor-

mal syringes and needles to modern-day pen
systems and pen needles.

Diabetes still Ypsomed’s main market
Diabetes and consequently insulin will remain
Ypsomed's main markef over the medium and
long term. Ypsomed will benefit not only from
the current success of its existing core products
OptiClik®, OptiSet®, and OptiPen® Pro. It is
also actively pursuing a policy of developing
new products for use with insulin in the treaf-
ment of diabetes. In view of the high strategic
importance of diabetes and insulin therapy

fo Ypsomed, we will revert fo this subject in
greater detail later in the report from page 22
onwards.
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Biotechnology requires injection systems

In addition fo their use in diabetes, injection
systems can be applied in, for example, the
freatment of anaemia, hepatitis, infertility, oste-
oporosis, psoriasis, theumatoid arthritis, throm-
bosis, and growth disorders, as well as for
the administration of hormone therapy. Many
substances now in the pipelines of pharma-
ceutical and biofech companies are manufac-
tured biofechnically and consequently have

fo be administered in most cases by injection.
This means that the need for customerspecific
injection systems should increase in the future.

Innovative disposable pen systems and
auto-injectors

Ypsomed's current pipeline consists of dispos-
able and reusable pen systems, auto-injectors,
pen needles as well as other technologies.
This corresponds to the market trend for injec-
fion systems. Disposable pen systems give the
pharma partners competitive advantages in
the form of clearer product differentiation and
accurafe dosage, plus simpler logistics and
less need for custfomer support services com-
pared with reusable pen systems. Our dispos-
able pen platforms cover the main spectrum of
insulin and nonvinsulin therapies requiring reg-
ular injections and are designed to improve
patient convenience and compliance.

Disposable auto-injectors are ideal for drug
products requiring less regular injections and
for new sustained-release presentations which
are becoming increasingly frequent for bio-
technically manufactured medicines. Dispos-
able autorinjectors are particularly important
for regular treatment of chronic autoimmune
diseases where the majority of injections are
administered at the patient's home and the pa-
fient's safety, system reliability and ultimately
patient compliance are of prime imporfance.

The platforms created by Ypsomed are at-
fracting great interest from pharmaceutical
industry customers. Questions of safety of use
are of ever increasing imporfance. This is the
rationale behind Ypsomed's joint project for
development of reusable auto-injectors with
Safety Syringes Inc., the leading manufacturer
of passive safety, predilled syringe systems for
hospital and home use.

Growth from other pen systems

Although growth in other fields of application
was naturally less spectacular than with the
insulin pens, it was nevertheless satisfactory
and came up fo our expectations. The general
frend towards disposable pen systems and,
consequently, stronger user links fo Ypsomed is
on going.



Pen needles strategically important
Ypsomed perceives ifs pen needle business
as strategically important. In the 2005 /2006
business year Ypsomed further strengthened ifs
position as the world's third largest manufac-
turer of pen needles. Its patented click-on pen
needles, which eliminate the need to screw
on the needle, are compatible with all com-
monly used pen models. They are markefed
under the names Penfine®, Clickfine®, and
Optifine®. Ypsomed has gained larger market
shares in Germany, France, the Netherlands,
and Switzerland, and has signed agreements
with distributors in other countries including
Creece, Turkey, Slovenia, and Austria. Par
ficularly rapid growth can be reported from
England, where an agreement has been
signed with a new disfributor. Also extremely
satisfactory was the doubling of sales through
Wal-Mart in the USA, where Ypsomed pen
needles are sold under Wal-Mart's private la-
bel store brand “ReliOn". Now that pen nee-
dles can be sold directly from the shelf instead
of over the pharmacy counter, the number of
points of sale has increased and purchase of
the needles simplified. A study conducted in
the USA among patients and diabetes coun-
sellors revealed high acceptance levels for
Penfine® pen needles. Respondents described
Ypsomed's pen needles as unique and simpler
fo use than conventional screw-on needles.

Enlargement of pen needle production
capacity

Ypsomed recognized the importance of

pen needles af an early date and set up ifs
own needle production at Disefronic back

in 1990. This has been steadily expanded
during subsequent years. The clean room for
needle manufacture in Burgdorf was com-
missioned in 1991 and is sfill being used
today. The company’s original pen needles
could only be used on Disetronic pens, but
these were followed in 1995 by the Penfine®
needle which is compatible with all commonly
used pen systems and incorporates the pat-
ented click-on mechanism. Both types of pen
needle have been further developed and the
production facilities expanded. Ypsomed now
produces in the hundreds of millions of pen
needles annually and will reach the limits of
the present clean room's capacity within the
near future.

A team currently consisting of more than

10 specialists has been set up to supervise
completion of the planned expansion of the
needle manufacturing facilities.
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As the necessary space was not available at
the Solothurn site, the new clean room will be
installed in the new Ypsomed Nord building
at Buchmattstrasse in Burgdorf. The project
feam is responsible for the planning, construc-
fion, and commissioning of the facility. Existing
pen needles are being further developed and
improved in order to cut production costs.

Direct diabetes business enhances customer
proximity

There is an increasing tendency in Germany
for diabetes accessories like blood-sugar
strips, pen needles, and disposable parts

for insulin pumps to be sold either directly

or through mail-order firms instead of exclu-
sively through pharmacies as in the past. The
Ypsomed subsidiary DiaExpert has gained

a strong position in this market with sales of
well over ten million euro in the business year
2005/06. This makes it one of the leading
diabetes mail-order companies in Germany.
Direct business in diabetes products helps o
increase Ypsomed's overall strafegic compe-
fence in the diabetes market and creates a
direct point of access fo that market. Ypsomed
benefits from greater customer proximity and
obtains valuable feedback for its research and
development activities. Please refer fo page
27 for further details of Ypsomed's direct busi-
ness.

Ongoing expansion of production facilities
The rise in demand from our customers —
headed by sanofi-aventis — has necessitated
massive expansion of our production facilities
for pen systems over the last 24 months. In
order to have adequate space for the expan-
sion, Ypsomed has rented new production
and warehousing space at the Ypsomed Nord
site in Burgdorf. In addition to housing pen
needle production, the building will be used
for pen system assembly and for the crea-
tion of an efficient warehousing and logistics
operation.

Towards the end of the year under review,
Ypsomed created an industrial development
department which is now responsible for
coordination of industrialization projects, in
particular, management and improvement of
interfaces between research & development,
process engineering, and production.

Commitment to Switzerland

Ypsomed has continued to mainly expand its
production facilities in Switzerland. Ypsomed's
products are complex, of top quality and de-
signed fo perform demanding functions. Their
highly technical nature makes them ideal for
production in Switzerland. Installation of capi-
fakintensive, automated production facilities is
paying off for Ypsomed, because its customer-
specific pen sysfems are being manufactured
on a large scale.



Expansion of production in Solothurn

As in the previous business year, our atten-
fion was once again focused during the
2005/06 business year on expansion af
the Solothurn site. The plants at Burgdorf
and Solothurn each produce the OptiSet®
disposable pen, which is assembled in a
fully automated process. Production facilities
at the Solothurn site for the OptiClik® semi-
disposable pen have been expanded. Whilst
assembly of the disposable module is like
OptiSet® fully automated, the reusable dial-
ling module is assembled semi-automatically.
The Gonalf® disposable pen for Serono is
also manufactured in Solothurn.

Installation of production facilities for the
Symlin disposable pen

Ypsomed started preparations for the pro-
duction of the disposable pen for the new
diabetes product Symlin from the biotech com-
pany Amylin. According to Amylin the pen is
scheduled for launch during the first half of the
calendar year 2007.

Around 170 new jobs in Solothurn

The major expansion of our production capac-

ity has brought the sharpest increases in the
numbers of jobs in our production & logistics
operations. The number of production & lo-
gistics employees [not including temporary
staff) rose steadily. Solothumn led the field with
around 170 new jobs. Solothurn now has
over 290 employees, as compared with only
15 at the beginning of 2004. Over 40 new
jobs were created during the 2005,/06 busi-
ness year at the Burgdorf site. Ypsomed also
employed quite a large number of temporary
staff at both Solothurn and Burgdorf during the
year under review.

Ypsomed workforce tops over 1000

for the first time

Ypsomed's personnel expansion during the
year under review also extended to the com-
pany’s other divisions and brought total num-
bers employed to the record level of 1139 af
the end of March 2006. This expansion in-
cluded the quality management and research
& development divisions. Ypsomed's good
public image and its good reputation as an
employer offering good working conditions
enabled it fo recruit most of the necessary
specialist personnel.
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High level of staff commitment

The company’s employees have had o work
very hard fo manage past growth levels. In-
froduction of the annual working hours sysfem
in January 2005 was welcomed because it
met the staff's personal needs whilst giving the
company more flexibility. The high degree of
commitment shown by our staff is remarkable
and is being rewarded accordingly.

Management training and development

Rapid growth inevitably brings with it a need

for strong management and leadership quali-

fies. Ypsomed prefers, wherever possible, fo
promote from within the company and has
taken the following steps to develop manage-
ment potential in falented personnel:

— Introduction of personality development
seminars with emphasis on leadership, time
management, se|f-monogement, fraining the
trainer, and worklife balance. Some 235
employees have so far attended a total of
18 seminars.

— Introduction of @ management development
programme for the career advancement of
talented young personnel. The aim of this
junior management programme is to bind
the acquired know-how of this group of
employees to Ypsomed over the long term.
The programme was initiated last year and
suitable training personnel was appointed.
A tofal of 11 employees are now included
in the programme.

— Human resources development was es-
tablished as an integral component of our
corporate culture. The introduction of a new
instrument for the development of human
resources pofential will improve our abil-
ity fo identify and develop talented young
personnel during the current and future
business years.

The key subject of other training courses
organized by Ypsomed was GMP (good
manufacturing practice). The full fraining pro-
gramme comprised some 65 modules which
were affended by a total of around 2750
persons. This figure illustrates the great impor-
fance attached by us to quality management.
We also offer English courses which are very
popular with staff. Over 100 employees are
currently using these to improve their fluency
in English. Ypsomed also financed advanced
fraining courses for individual employees.

Expansion of apprenticeship programmes
The company’s plans for increasing its number
of apprentices are also running fo schedule.
From a total of just under 300 applications —
this figure indicates the high degree of inferest
in an apprenticeship with our company — nine
apprentices have been selected and will start
their apprenticeships on 1 August 2006.
They will bring Ypsomed's total number of ap-
prentices in all the relevant frades to 34. The
company is seeking fo increase the number
of apprentices in the trades already offered,
as well as opening up further apprenticeship
opportunities in new frades. The medium-term
objective is to have a tofal number of appren-
fices equivalent to 5% of the full workforce.



Safety and accident prevention

Ypsomed has infroduced a work safety pro-
gramme developed jointly with SUVA. lts
objective is to prevent accidents and to make
all employees aware of the importance of this
objective. The programme is scheduled fo run
over the next two years.

Environmental compatibility

Environmental compatibility and preservo-
tion are, and have always been, of key
importance fo the Ypsomed Group and take
a prominent place in decision processes.
Ypsomed has appointed an Environment Of-
ficer responsible for monitoring these aspects.
All the manufacturing processes used by the
Ypsomed Group are basically environment-
compatible.

Injection moulding involves the injection

of plastic granules info moulds and their
compression under heat. The best available
methods for recycling waste plastic and mefal
are used. Alternatively, this waste is used as

a high-grade fuel substitute in public waste
incineration plants. The cooling plants used in
the manufacture of plastic products are state-
ofthe-art. They use no ozone-degrading sub-
stances and use cooling water either from the
groundwater without causing any confamina-
fion (in Burgdorf) or function as closed systems
(in Solothurn). They do not draw water from
the drinking water supply. None of the assem-
bly processes causes environmental pollution.
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YPSOTEC AG — A SPECIALIST IN PRECISION TURNED METAL PARTS
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Ypsotec AG in Grenchen - a specialist in
precision turned metal parts

Ypsotec AG is a subsidiary of Ypsomed
Holding AG located in Grenchen and is one
of the leading Swiss manufacturers of high-
quality precision turned metal parts. Formerly
frading under the name Décolletage AG, it
was founded in 1916 and has subsequently
amassed an abundance of know-how on high-
precision processing of machinable materials
and alloys to diameters of between 1 and

65 mm on its ulirarmodern machines. Under ifs
Ceneral Manager Heinz Ackermann, Ypsofec
AG currently employs a workforce of 120 em-
ployees. It is certified for all the important ISO
norms and specializes in high-quality, custom-
made products. Ypsotec supplies many well-

known Swiss and foreign manufacturers of fech-

nical medical devices, sensors, hydraulic and
pneumatic devices, and technical equipment
for the construction, electrical, communications,
and optical industries, and manufacturers of
measuring, regulating, security, and other ap-
paratus. Sales have increased continually over
recent years. Ypsotec's services cover the full
spectrum from initial product conception and
planning to production and finish. In order to

facilitate creation of longterm customer relation-

ships, Ypsotec is in certain cases prepared to
make specific investments.

Expansion of Ypsotec production facilities
in the Czech Republic

Work started on the new factory in the Czech
Republic in October 2005 on completion of
extensive planning and preparation. After de-
tailed evaluation of various locations Ypsotec
decided in favour of Tabor, a fown close to
the Austrian and German borders. The rented
building had first to be converted before ma-
chines and other production equipment could
be transferred from Grenchen. Six workers
went to Grenchen for training during the con-
version work. The next important step will be
certification of the Tabor factory, scheduled
fo take place before the end of 2006, and
preparation for the start of assembly work.



Ypsotec expands production of technical
medical equipment

During the year under review Ypsotec commis-
sioned a speciol medical products cell at ifs
Grenchen factory, which will be reserved for
the processing of special steels and titanium
under the confrolled conditions sfipulated in
ISO Norm 13485 for medical products. It is
now being used mainly for the production of
parts for implants, i.e. screws, clips, nuts and
special eccentrics, and also for certain types
of surgical instruments.

Laser technology

Ypsotec is actively investing in laser technol-
ogy, a field holding great promise for the
future. Laser welding and engraving are two
fields offering inferesting possibilities for new
products and a wider range of services.

High productivity from carefully planned
capital expenditure

Ypsotec has succeeded in making great
improvements fo ifs productivity over recent
years and this has helped it stay competitive
at the international level. Ypsotec's machin-
ing facilities in Grenchen have been working
three shifts since April 2005. Investments in

intelligent and flexible handling systems now
make it possible fo operate the longtuming
lathes for longer periods without stopping. In-
vestments are also being made in new quality
management software and in modem equip-
ment for computerized testing and measuring
systems. The resulting gains in productivity
and flexibility are essential for Ypsotec to
maintain its position in the infernational mar-
ket. The only alternative would be to export
skilled jobs to other countries.
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THE NUMBER OF DIABETICS IS INCREASING AT AN
ALARMING RATE. MORE AND MORE DOCTORS AND
PATIENTS ARE COMING TO RELY ON YPSOMED’S
EASY-TO-USE INSULIN INJECTION PENS.




DIABETES - A GROWTH MARKET

Insulin action over 24 hours
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IN THE 21ST CENTURY DIABETES IS THE DISEASE
OF THE CIVILIZED WORLD. IT IS YPSOMED’S DE-
CLARED INTENTION TO ENABLE DIABETES PATIENTS
EVERYWHERE IN THE WORLD TO ENJOY THE HIGH-
EST POSSIBLE QUALITY OF LIFE WITH THE HELP OF
ITS INNOVATIVE INJECTION SYSTEMS.

Prevalence of diabetes in major markets

2000

Country  People with diabetes (millions)
India 31.7 /9.4 +150%
China  20.8 423 +103%
ce: WHO USA 17.7 30.3 +/1%

Dramatic rise in number of diabetics
Diabetes is the 21st. century's disease of
civilization and such a serious threat to world
health that the World Health Organization
has made the following dramatic forecast: the
number of diabetics will double to a world-
wide fofal of 336 million people by 2030.
Over 170 million people already suffer from
this metabolic disease, by far the largest
proportion from Type 2 diabetes. Overweight
and lack of exercise are the main causes of
this form of the disease, in which the pan-
creas usually sfill produces insulin but the high
level of body fat impedes or fofally prevents it
from performing its metabolic function. Type 2
diabetes has long since ceased fo be synony-
mous with maturity-onset diabetes. Increasing
numbers of young people and overweight
children are affected. The number of new
cases of Type 1 diabetes, which is of genetic
origin and (unlike Type 2 diabetes) is not
prevenfable, in children and young people is
also rising globally at a rate of 10% per an-
num for reasons which are nof yet known.
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Developing countries worst hit
The WHO forecast shows differences in the
upward frend in various parts of the world.

Whereas it seems possible that the rise in
Europe could be slowed down, a doubling
of the figures for the USA and the Asia-Pacific
region is predicted. The predictions are even
more dramatic for the world's poorer regions.
Africa and Southeast Asia will have around
two and a half times more diabetics by 2030
and the estimated increase will be threefold
in the Middle East. Threshold countries like
India are not only cafching up economically.
The WHO s forecasting an increase in the
number of Indian diabetics from the present
figure of 32 million to 79 million.

Overweight and lack of exercise

the main cause

What is traditionally denounced as the main
cause of Type 2 diabetes in the richer coun-
fries is still regarded as a desirable goal in the
poorer counfries — the so-called Western life-
style. There, a rich, fatty diet, fast food, televi-
sion and computers are symbols of affluence
which one should fry to acquire. The result is
that people, including children and adoles-
cents, in more and more of the poorer coun-
fries are gefting caught in the spiral of obesity
and lack of exercise. This is aggravated by
the fact that some sections of the world’s
population have an ethnic predisposition to
diabetes. This applies particularly to races

in Africa and Asia, but also fo the Australian
aborigines. In contrast, other races appear o
be relatively immune to diabetes. It is, for ex-
ample, practically unknown on the Japanese
island of Okinawa, where the world's oldest
inhabitants are to be found. The people there
live on a diet of home-grown fruit and vegeta-
bles and spend a large part of their lives in
direct contact with nature.
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DIABETES - A GROWTH MARKET
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Unexpected success of long-acting

insulin Lantus

Considerable progress has been made over
the last 20 years in the treatment of diabefes
mellitus. The new therapies are now more or
less standard, at least in the Western world.
Type 1 diabetics, who need complete insulin
substitution, either wear insulin pumps or give
themselves between 4 and ¢ insulin injections
daily and frequently check their own blood-
sugar levels. In the case of Type 2 diabetics,
a frend towards insulin therapy has been
discernible for several years and this has
been accelerated by the introduction of the
long-acting insulin Lantus by sanofi-aventis.
Lantus (insulin glargine) is the first and only
insulin analogue capable of controlling the
blood-sugar level over a 24-hour period with
a oncedaily injection. Lantus thus makes an
early change to insulin therapy more atfractive
and significantly reduces the risk of the seri-
ous and expensive long-term consequences
caused by diabetes.

Strong growth expected for insulin pens
Although many patients still inject their insulin
with conventional syringes, the market share
faken by injection pens is growing af a rapid
rate because of the many user benefits they
offer. Greater accuracy of insulin dosage,
greater convenience and safety in use, pain-
less with their incredibly fine, silicone-coated
needles. More and more patients are switch-
ing from syringes fo pens for injection of their
insulin. The sort of market potential that is
opening up for Ypsomed as the world's lead-
ing independent source of injection pens is
shown by looking af the US market.

The number of diabetics there will nearly dou-
ble from 17.7 million to 30.3 million between
now and 2030. But some 85% of US diabet
ics are still using conventional insulin syringes.
Although OptiClik® was launched there in
January 2005, normal syringes are still being
widely used fo inject Lantus in the USA. It is
generally expected that the current low pene-
fration rafe of pen sysfems in the USA will rise
fo somewhere near the European levels

of approximately 90%.

Increasing pen penetration in the USA

The changeover to pens is now advancing
rapidly. Eli Lilly, Amylin and Novo Nordisk
have now launched their new insulin and
diabetes freatments in the USA in pen systems.
Towards the end of February 2006 sanofi-
aventis marketed its new rapid-acting insulin
analogue Apidra in the USA with Ypsomed's
OptiClik® pen system.



Ypsomed offers competence and customer
service through DiaExpert

DiaExpert was founded at the time of
Ypsomed's reorganisation in 2003 to replace
the former Disetronic-Direct mail-order service
in Germany. Ypsomed fook over the customer
base that had been built up over many years
and has subsequently expanded it consider-
ably. Insulin pump theropy is DiaExpert's core
competence and ifs concentration on insulin
pump users has some significant advantages.
Firstly, these patients have the highest rate of
consumption of diabetes products in the group
receiving insulin therapy.

Secondly, it strengthens the demarcation to
retail pharmacies, most of which hold no
stocks of the pumps and have litfle experi-
ence of their use. Some 1.4 million people in
Germany take insulin and the figure is rising
annually. Roughly 40000 of them use insulin
pumps and generally obfain their diabetes
supplies by mail order. In addition, DiaExpert
has customers who take insulin and order
arficles such as blood-glucose fest strips, pen
needles, and blood-glucose measuring kis.

DiaExpert is service- and user-oriented in its
direct business with diabetes supplies. Cus-
fomers expect quick delivery of their orders
and a comprehensive advisory service.

A customer placing an order — by telephone,
letter, fax or online at the Infernet shop
www.diaexpert.de — on or before 14.00
hours receives it on the following day by mail
fo the given address. The members of the
DiaExpert team have years of experience in
the field of diabetes and this is greatly ap-
preciated by the customers. DiaExpert seffles
payment directly with the health insurance
funds in cases where the patient sends in the
prescription. As an additional service, the cus-
fomers receive quarterly the diabetes maga-
zine Feelfree free of charge. These are just a
few examples of the sort of service offered by
DiaExpert o help its diabetic customers lead
an active life.

With a view to further improving its market
position, DiaExpert started developing new
sales channels in 2005. It now has specialist
shops in 5 cities, where cusfomers can obtain
their diabetes supplies over the counter on
presentation of their prescriptions. These shops
are opening up new market pofential which

is being developed by relevant marketing
activities.
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IN THE BUSINESS YEAR 2005/06 YPSOMED
CAN REPORT FURTHER INCREASES IN SALES
AND PROFIT. THIS CREATES A SOLID BASIS

FOR FUTURE GROWTH.
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COMMENTS TO THE FINANCIAL STATEMENTS
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Net sales April 1-March 31

in thousand CHF 2005/06 in% 2004,/05 in% Change in %
Own finished products 269 638 86.8 186 403 771 44.7
FreeStyle 3487 1.1 20 656 8.5 -83.1
Other products 37 463 12.1 34 764 14.4 7.8
Total sales 310 588 100.0 241 823 100.0 28.4
Previous-year figures adjusted

taking account of FreeStyle 310 588 224 880 38.1

Ypsomed once again reports record results
In its business year 2005/06 Ypsomed has
once again succeeded in significantly sur-
passing ifs previous year's resulfs, setting new
records for sales growth and at the same time
substantially increasing profitability. Consoli-
dated sales of the Ypsomed Group rose from
CHF 241.8 million to CHF 310.6 million.
This represents sales growth of 28.4%, a
considerable advance on last year's figure of
21.7%. Operating profit rose from last year's
figure of CHF 47.5 million to CHF 62.3 mil-
lion. This pushed up earnings before inferest
and taxes (EBIT) by 40 percentage points
from 19.7% to 20.1%. Consolidated net
profit rose by 42% from last year's CHF 39.2
million to CHF 55.6 million. Ypsomed's capi-
tal expenditure fofalled CHF 40.1 million in
the 2005 /06 business year.

44.7% sales growth in core business
Ypsomed's sales in ifs core business with its
own products, which include pen systems,
pen needles and goods and services sold

fo third parties by Ypsotec, rose from

CHF 186.4 million to CHF 269.6 million

in the 2005/06 business year. This sales
increase of 44.7% in ifs core business was
even higher than the already impressive figure
of 42.8% reported for the previous year. Tak-
ing info account adjusted figures for FreeStyle
for last year, total sales increased by 38.1%.
This level of growth, which is remarkably
high even for the medical device sector, is

mainly attributable to higher sales of existing
pen systems, in particular of the OptiClik®,
OptiSet®, and OptiPen® Pro insulin pens pro-
duced for sanofi-aventis. The strong demand
for these pens results from unexpectedly high
sales of Lantus, the leading long-acting insulin
product marketed by sanofi-aventis. Also very
gratifying for Ypsomed was the very successful
launch of its semi-disposable OptiClik® pen
for Lantus and the subsequent US launch of
the OptiClik® pen for Apidra at the end of
February 2006.

Increases in sales of the other pen systems
and of pen needles were also satisfactory and
in line with expectations. Listed separately for
the last time in this year's figures are the sales
of the blood-glucose monitoring device Free-
Style, which this year relate solely to direct
business in Germany and are consequently
not comparable with last year's figures. The
segment “Other products” includes direct dia-
betes business in Germany and also medical
devices and components manufactured for
third parties, and yielded sales of CHF 37.5
million in the 2005/006 business year.



Low exchange risk

Ypsomed has clauses in ifs confracts stipu-
lating invoicing of its pen systems in Swiss
Francs. This largely eliminates the exchange
risk.

Gross profit higher than at half-year mark
Gross profit rose from last year's figure of
CHF 96.9 million to CHF 119.2 million and
was equivalent fo 38.4% of sales (previous
year 40.1%). Although the gross margin was
slightly down on the previous year because of
extraordinary expenses, it proved possible fo
achieve the objective of fopping the first half-
year's gross profit level of 37.8% announced
last November.

EBIT-margin increased to 20.1%

Ypsomed can also report an improvement in
operating profit for the 2005/06 business
year. An operating profit of CHF 62.3 mil-
lion pushed up eamings before inferest and
taxes (EBIT) from 19.7% to 20.1%. Research
& development expenses once again showed
a sharp increase from last year's CHF 20.3
million to a total of CHF 22.8 million. As
Ypsomed itself has made investments in its
own development projects for technology
and pen system platforms, whilst payments re-
ceived for custfomer-specific projects have re-
mained constant, net expenditure on research
& development has risen from CHF 14.3
million to CHF 17.2 million, and consequently
represents 5.5% of sales (previous year
5.9%). Marketing & sales costs at CHF 19.4
million remained constant at the previous
year's level of CHF 19.1 million in absolute
ferms, but declined sharply as a percentage
of sales from 7.9% to 6.2%. A similar trend is
observed with administrative expenses. These
tofalled in the previous year CHF 15.9 mil-
lion, down to 6.5% from last year's 6.6%.

Net profit improved by 42%

Ypsomed's eamings before inferest, taxes,
depreciation and amortisation (EBITDA) to-
talled CHF 89.0 million, up 28.4% on last
year's figure of CHF 69.4 million. Percentage
EBITDA remained roughly constant at last
year's level of around 28.7%. Depreciation
of fixed assets went up 22% from CHF 21.0
million to 25.7 million. Capital expenditure
on tangible fixed assets at CHF 40.1 million
was slightly down on last year's figure of
CHF 71.5 million. The main reasons for the
shortfall of capital expenditure against budget
were due to a shiff in timing and savings on
procurement. The total amount contributed

by pharmaceutical companies with which

we have cooperation arrangements o ex-
penditure on production installations was
around CHF 14.5 million. Tools acquired
and used by Ypsomed, and also product
specific machines and equipment are in some
cases resold fo the relevant pharmaceutical
company [at cost), but remain in Ypsomed's
possession.
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The group’s favourable capital structure helped
fo keep interest and similar charges very low
during the 2005/06 business year and these
were more than balanced by interest income
from cash and securities to yield net inter-

est and similar income of CHF 2.1 million.
Aided by low taxes at a rafe of 13.6%, the
Ypsomed Group's consolidated net profit for
the 2005,/006 business year rose by 42%
from CHF 39.2 million to CHF 55.6 million,
the net percentage profit margin thereby rising
from last year's 16.2% to 17.9%. Eamings per
share were CHF 4.95.

Cash flow

Ypsomed realised a cash flow from busi-
ness operations of CHF 57.2 million in the
2005/06 business year. The cash flow from
capital expenditure and investments totalled
CHF 41.3 million and was in comparison
CHF 66.4 million lower than the previous
year. In view of Ypsomed's solid financial
situation the Board of Directors decided to
reduce the loan granted to the company by
Willy Michel, the major shareholder, by
CHF 18.1 million to CHF 200 million.

At the beginning of September 2005
Ypsomed did a financial investment in the Pre-
cimed Group for CHF 9.1 million under the
lead of BVgroup Private Equity. The Precimed
Group has its registered office in Orvin in the
Canton of Bern, and has subsidiaries in the
USA, Great Britain, and Japan. With a global
workforce of around 270, it is a recognized
technological leader in the market for ortho-
paedic instruments and reported sales of CHF
59.0 million in 2005. Precimed specializes
in the manufacture of innovative instruments
for use in orthopaedic surgery on hip, knee,
spine and trauma. The global orthopaedic
market, in which Ypsotec is also becoming
more active, is growing annually at the rafe of
around 15% and offers some atiractive devel-
opment opportunities.



Equity ratio of 60.7%

Consolidated equity capital totalled

CHF 404.0 million as of 31 March 2006,
which represents an equity ratio of 60.7%, up
from 54.2% on the same date in the previous
business year and also from the equity ratio of
57.6% as of 30 September 2005. The bal-
ance sheet fofal increased only slightly (1%)
during the course of the business year from
CHF 658.5 million at opening date to

CHF 665.7 million at closing date. The
Ypsomed Group's net cash stood at around
CHF 65.7 million on 31 March 2006. Ad-
ditionally, CHF 41.2 million were invested in
conservative, low-risk securities. The value of
current assets remained very sfable over the
12 months fo finish the year at CHF 207.3
million, although inventories rose during this
period by 27.6% from CHF 34.6 million to
CHF 44.1 million. Trade receivables at

CHF 45.4 million were in percentage of sales
lower than last year at 14.6%. Ypsomed can
thus report a return on average equity (ROE)
of 14.6% for the business year 2005/06.

Dividend distribution as repayment

of par valve

In view of the very satisfactory consoli-

dated net profit once again achieved by

the Ypsomed Group, the Board of Directors
proposes fo the Annual General Meefing to
allocate a dividend of CHF 1.25 per share.
This is equivalent to a dividend distribution
ratio of 25% and lies within the range of be-
tween 15% and 30% announced at the time
of the IPO. As in the previous year, the fofal
payout of CHF 14.1 million will be executed
as a tax-preferred repayment of the par value
of CHF 1.25 per share.
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CONSOLIDATED INCOME STATEMENT

[Audited IFRS figures) in thousand CHF
Sales of goods and services
Cost of goods and services sold

Gross profit

Research and development reimbursed

Research and development expenses

Research and development — expenses net

Marketing and sales expenses
Administration expenses
Operating profit

Financial income
Financial expense

Other income / [expense)
Profit before taxes

Income tax expenses
Net profit

Earnings per share (basic and diluted) 1l

Operating profit

Amortization of intangible assets
Depreciation of fixed assets

EBITDA (earnings before inferest, faxes,

deprecioﬂon, amortization)

Notes

25

19
19
19

21
22
23

24

27

April 1 2005
—March 31 2006

310 588

=191 375

119 213

5628
-22 834
=17 206
-19 389
=20 276

62 342

4283
-2 137

=56
64 432

-8 784
55 648

4.95
62 342
1016

25 674

89 032

in %

100.0

20.1

-0.7
-0.0
20.7

-2.8
17.9

28.7

April 1 2004
—March 31 2005

241 823

144 936

96 888

5 996
-20 290
=14 295
=19 119
-15 926

47 548

2131
-4 051

36
45 665

-6 470
39 195

6.42
47 548
778

21 033

69 359

in %
100.0
-50.9
40.1
2.5
-8.4
-5.9
/.9
6.6
19.7
0.9

0.0
18.9

2.7
16.2

28.7

1) Calculated on a comparative basis, earnings per share in the previous year were CHF 3.49. This was calculated for 11 244 213 shares, the number of shares

outstanding following the IPO of 22 September 2004.

The accompanying notes form an integral part of these consolidated financial statements.
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CONSOLIDATED BALANCE SHEET

[Audited IFRS figures) in thousand CHF Notes 31.03.06 in % 31.03.05 in %
Assets

Cash and cash equivalents 3 65 668 9.9 55985 8.5
Marketable securities 4 41 238 6.2 69 608 10.6
Trade receivables 5 45 421 6.8 39 629 6.0
Other current assets 6 10 874 1.6 7/ 252 1.1
Inventory 7 44 140 6.6 34 602 5.3
Total current assets 207 341 31.1 207 076 31.4
Financial assets 8 Q072 1.4 20 0.0
Deferred income tax assets 24 2 348 04 4 466 0.7
Other non-current assets 125 0.0 211 0.0
Fixed assets 9, 11 145 074 21.8 145 899 22.2
Infangible assets 10 301739 45.3 300 810 457
Total non-current assets 458 358 68.9 451 406 68.6
Total assets 665 698 100.0 658 482 100.0
Liabilities and equity

Trade payables 11 23 749 3.6 41 634 6.3
Current income faxes payable 24 5704 0.9 5389 0.8
Other payables and accrued expenses 12 18 352 2.8 18 445 2.8
Total current liabilities 47 805 7.2 65 468 9.9
Non-current financial liabilities to major shareholder 13 200 000 30.0 218 121 33.1
Provisions 14 Q /68 1.5 13 869 2.1
Deferred income tax liabilities 24 4112 0.6 3851 0.6
Total non-current liabilities 213 880 32.1 235 842 35.8
Share capital 16 130 433 19.6 140 553 21.3
Group reserves 217 932 32.7 177 424 26.9
Net profit 55 648 8.4 39 195 6.0
Equity 404 013 60.7 357 172 54.2
Total liabilities and equity 665 698 100.0 658 482 100.0

The accompanying notes form an integral part of these consolidated financial statements.
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CONSOLIDATED CASH FLOW STATEMENT

April 1 2005 April 1 2004
[Audited IFRS figures) in thousand CHF Notes —March 31 2006 —March 31 2005
Net profit 55 648 39 195
Depreciation of fixed assets 9 25674 21033
Amortization of intangible assefs 10 1016 778
Change in provisions, net 14 -4 101 1313
Unrealized gains (-)/losses (+) from marketable securities 4 -1 503 441
Income fax expenses 24 8 784 6 470
Cash flow from operating activities before
changes in net working capital 85518 69 230
Increase () /decrease (+) in trade receivables 5 -5792 -9 643
Increase (—)/decrease (+) in other current and non-current assets 6 -3425 5 667
Increase (—)/decrease (+) in inventories 7 -9 538 3101
Increase (+)/decrease (- in trade payables 11 -3 401 24 794
Increase (+)/decrease [-) in other payables and accrued expenses 12 -03 5954
Income tax paid 24 -6 090 -4 328
Cash flow from operating activities 57 179 94 775
Purchases of fixed assets 9 -40 110 -71 459
Disposals of fixed assefs 9,11 777 6101
Purchases of intangible assefs 10 -1 952 -1 013
Disposals of infangible assets 10 7 1
Cash flow from investing activities -41 278 -66 370
Increase (—)/decrease (+) in marketable securities 4 29 873 -70 049
Increase (—)/decrease (+) in financial assets -9 052 0
Increase (+)/decrease (-)
in non-current financial liabilities to major shareholder 13 -18 121 -121 374
Increase (+)/decrease () in equity -10 120 206 387
Trade in own shares 1202 0
Cash flow from financing activities -6 218 14 964
Total cash flow 9 683 43 369
Cash and cash equivalents as of April 1 3 55985 12616
Cash and cash equivalents as of March 31 3 65 668 55985
Net increase (+) /decrease (-) in cash and cash equivalents 9 683 43 369
Interest received 735 321
Inferest paid 1 066 1152

Cash flow irrelevant transactions:

In the period under review, CHF 14.5 million of sold machinery were nefted against advance payments by biotech and pharma partners. These items are not
included under the changes of “trade payables” nor under “disposals of fixed assets” (see note 11). In the previous year, CHF 99.8 million of the loan from the
major shareholder was netted against an equity capital increase.

The accompanying notes form an infegral part of these consolidated financial statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

[Audited IFRS figures) in thousand CHF
Balance as of April 1, 2004
Net profit 1.4.04-31.3.05

Capital increase

Transaction costs related to capital increase
Reserves from reverse merger

Currency translation differences

Gains and losses recognized directly in equity

Balance as of March 31, 2005

Balance as of April 1, 2005

Net profit 1.4.05-31.3.06

Par value repayment
Trade in own shares (net of tax)
Currency translation differences

Gains and losses recognized directly in equity

Balance as of March 31, 2006

Share capital

250

140 303

140 553

140 553

130 433

Group reserves Cumulative
and franslation
share premium reserve
0 0
177 639
=11 958
166
=13
-13
165 847 -13
165 847 -13
111
111
165 847 98

The accompanying notes form an integral part of these consolidated financial statements.

Refained
earnings

11 590

39 195

50785

50785

55 648

1202

1202

107 635

Total
11 840
39 195

317 Q42
-11958

166

-13
-13

357 172

357 172
55 648
-10 120
1202
111

1313

404 013
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1. General information
Ypsomed Holding AG is a limited company [Akfiengesellschaft)
established on 29 December 2003 under the Swiss law with

registered office in Burgdorf (Canton of Berne, Switzerland).

The Company was created as a result of the splitup of the Dise-
fronic group in 2003. Disetronic had been founded in 1984 to
develop, manufacture and sell infusion pumps and had sfarted

the injection sysfems business in 19806.

On 30 April 2003 Roche Holding AG purchased shares in
Willy Michel's Disetronic Holding AG as part of a public take-

over proposal.

Parallel to the sale of Disetronic, Willy Michel purchased Dise-
tronic's injection business, while its firm Finox Beteiligungen AG
took over all the shares of Ypsomed AG (formerly Disetronic
Injection Systems AG), TecPharma Licensing AG (formerly Dise-
fronic Services AG) and Ypsotec AG (formerly Décolletage
AG). This was carried out on 30 April 2003

Ypsomed Holding AG acquired the shares in its three direct sub-
sidiaries Ypsomed AG, Ypsotec AG and TecPharma licensing
AG from Finox Beteiligungen AG pursuant fo a share purchase
agreement dated 23 March 2004. Further, the Company ac-
quired various claims (loans) from Finox Beteiligungen AG un-
der a loan agreement. On 28 July 2004, Finox Beteiligungen
AG was merged with Ypsomed Holding AG.

In 2004, Ypsomed was listed on the SWX Swiss Exchange.
Trading started on 22 September 2004.

Operating in the field of medical technology, Ypsomed is an
independent manufacturer of injection pens for pharmaceutical
and biotech companies, as well as a supplier of pen needles.
Ypsomed's core business consists of developing and marketing
products and services allowing patients fo administer their own
medication. The Group operates production sites in Burgdorf,
Solothurn, Grenchen (all CH) and Tabor (CZ) and a sales and

distribution network across Europe.

The consolidated financial statements have been approved for
issue by the Board of Directors on 18 May 2006.

2. Summary of significant accounting policies

Basis of preparation

The consolidated financial statements have been prepared in
accordance with International Financial Reporting Standards
(IFRS). They are based on the financial statements of the indi-
vidual Ypsomed Companies prepared for the same reporting

period using consistent accounting policies.

All figures included in these financial statements and notes to
the financial statements are rounded to the nearest CHF 1 000

except where otherwise indicated.

The consolidated financial statements have been prepared un-
der the historical cost convention, as modified by the revalua-

tion of financial assets at fair value through profit and loss.

Changes in accounting policies
In the period under review the following new and revised stand-

ards were applied:

IAS 1 Presentation of financial statements

IAS 2 Inventories

IAS 8 Accounting policies, changes in accounting
estimates and errors

IAS 10 Events after the balance sheet date

IAS 16 Property, plant and equipment

IAS 17 leases

IAS 19 Employee benefits

IAS 21 The effects of changes in foreign exchange rates

IAS 24 Relafed party disclosures

IAS 27 Consolidated and separate financial statements

IAS 32  Financial instruments: disclosure and presentation

IAS 33  Earnings per share

IAS 39  Financial instruments: recognition and measurement

Standards already applied since 1 April 2004

IAS 36 Impairment of assets
IAS 38 Intangible assets
IFRS 3 Business combinations

The effects of the application of the new or revised IFRS stand-

ards are irrelevant for the Ypsomed group as a whole.



Consolidation

Subsidiaries

Subsidiaries are all entities (including special purpose entities)
over which the Group has the power to govern the financial
and operating policies generally accompanying a sharehold-
ing of more than one half of the voting rights. The existence and
effect of potential voting rights that are currently exercisable or
convertible determine whether the Group controls another entfity.
Subsidiaries are fully consolidated from the date on which con-
trol is transferred to the Group. They are de-consolidated from

the date that control ceases.

The purchase method of accounting is used to account for the
acquisition of subsidiaries by the Group. The cost of an acqui-
sition is measured as the fair value of the assets given, equity
instruments issued and liabilities incurred or assumed at the date
of exchange, plus costs directly attributable to the acquisition.
Identifiable assets acquired and liabilities and contingent liabili-
fies assumed in a business combination are measured inifially at
their fair values at the acquisition date, irrespective of the extent
of any minority interest. The excess of the cost of acquisition
over the fair value of the Group's share of the identifiable net
assets acquired is recorded as goodwill. If the cosfs of acquisi-
tion is less than the fair value of the net assets of the subsidiary
acquired, the difference is recognized directly in the income

statement.

Intercompany transactions, balances and unrealised gains on
fransactions between group companies are eliminated. Unreal-
ized losses are also eliminated unless the transaction provides
evidence of an impairment of the asset transferred. Accounting
policies of subsidiaries have been changed where necessary fo

ensure consistency with the policies adopted by the Group.

Associates

Associates are all enfities over which the Group has significant
influence but not control, generally accompanying a sharehold-
ing of between 20% and 50% of the voting rights. Investments
in associates are accounted for by the equity method of ac-
counting and are initially recognized at cost. The Group's invest-
ment in associafes includes goodwill [net of any accumulated

impairment loss) identified on acquisition.

The Group's share of its associates’ postacquisition profits or
losses is recognized in the income sftafement, and its share of
post-acquisition movements in reserves is recognized in reserves.
The cumulative post-acquisition movements are adjusted against
the carrying amount of the investment. VWhen the Group's share
of losses in an associate equals or exceeds its inferest in the as-
sociate, including any other unsecured receivables, the Group
does not recognize further losses, unless it has incurred obliga-

tions or made payments on behalf of the associate.

Unrealized gains on fransactions between the Group and its
associates are eliminated fo the extent of the Group's interest
in the associates. Unrealized losses are also eliminated unless
the transaction provides evidence of an impairment of the as-
sef transferred. Accounting policies of associates have been
changed where necessary fo ensure consistency with the poli-

cies adopted by the Group.

Foreign currency translation

Foreign currency fransactions are translated to the reporting
currency using the exchange rafe prevailing at the dates of the
transactions. Foreign exchange gains and losses resulting from
the setilement of such transactions and from the translation at
yearend exchange rates of monetary assets and liabiliies de-
nominated in foreign currencies are recognized in the income

statement as financial income or expense.

Cash and cash equivalents
Cash and cash equivalents comprise cash in hand, demand

deposits and time deposits maturing within three months.

Marketable securities

Marketable securities consist of debts, bonds, equity funds,
hedge funds, options and similar investment products traded in
active markets and are evaluated on the balance sheet rate of
exchange. Management determines the classification of mar-
ketable securities the first time they are entered and checks
the classification every effective day. Marketable securities are
classified in principle as “at fair value through profit and loss”.
This cafegory has two subcategories: markefable securities that
from the start were listed as held for trading and those that
from the start were classified as “at fair value through profit

and loss”.
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Marketable securities are put in this category, if they were pur-
chased principally with a view fo quick sale or if designated by
management. Derivatives also belong to this category, so long
as they do not qualify as hedges. Quoted shares are calculated
according to the current offer price. Exchange rate changes are
counted as financial income or financial expense. All purchases
and sales of financial assets are made on the trading day — the

day on which the group is obliged to purchase or buy assets.

Trade receivables

The balance sheet carrying value corresponds to the nominal
value less appropriate value adjusiments for claims when there
is objective evidence that the Group will not be able to collect
all amounts due according fo the original ferms of receivables.
An evaluation of dubious debts is made on an individual basis,

if it is no longer possible to demand the full sum.

Other current assets

The balance sheet carrying value corresponds to the nominal
value less appropriate value adjustments. Valuation adjustments
are made when there is objective evidence that the Group will

not be able to realize the recorded value of the assets.

Inventories

FIFO method is applied to inventory, which is valued at the
lower of cost and net realizable value. Goods in process and
finished products produced by the Company are stated at the
cost of manufacturing the goods and include the associated
general production costs. Net realizable value is the estimated
selling price in the ordinary course of business, less applicable
variable selling expenses. Thus, adjustments are made fo inven-
fory with a lower nef realizable value than cost. Inventory that

cannot be sold is written off in full.

Financial assets
Financial assets are valued according fo the type of investment,

either at fair value or amortized cost.

Fixed assets

Fixed assets are valued at historical acquisition or production
cost less depreciation. Depreciation is calculated using the
straightline method to allocate their cost or revalued amounts
to their residual values over their estimated useful lives, as fol-

lows:

— Buildings 25 1o 40 years
— Plant, machinery and equipment 3to 10 years
— Office equipment and vehicles 3 1o 8 years
— Other fixed assefs 2 to 10 years

long-ferm leasing agreements, which are equivalent to the pur-
chase of assets with longerm financing (finance leases), are
recognized at the beginning of the lease as an asset and valued
at market or, if lower, the present value of minimum lease pay-
menfs and depreciated over the duration of the lease according

fo the sfraightline method of depreciation.

Intangible assets

Goodwill on acquisitions

Goodwill represents the excess of the cost of an acquisition over
the fair value of the Group's share of the net identifiable assefs
of the acquired subsidiary/associate at the date of acquisition.
Goodwill is tested annually for impairment and carried af cost

less accumulated impairment losses.

Other intangible assets

Patents are shown at historical cost. Patents have a definite
useful life and are carried at cost less accumulated amortiza-
tion. Amortization is calculated using the sfroight-hne method to
allocate the cost of patents over their estimated useful lives of
15-20 vyears. EDP software is capitalized on the basis of the
costs incurred to acquire the software and bring the software to
use. These costs are amortized over the estimated useful lives

of three o four years.

Impairment of assets

Assets that have an indefinite useful life are not subject to amor-
tization and are tested annually for impairment. Assets that are
subject to amortization are reviewed for impairment whenever
events or changes in circumstances indicate that the carrying
amount may not be recoverable. An impairment loss is rec-
ognized for the amount by which the assef's carrying amount
exceeds ifs recoverable amount. The recoverable amount is the
higher of an asset's fair value less costs to sell and value in use.
For the purposes of assessing impairment, assefs are grouped
at the lowest levels for which there are separately identifiable

cash flows (cash-generating unis).



Non current financial liabilities to shareholders
The carrying amount of shareholder loans is defermined based
on the nominal amount, taking into consideration inferest rate,

repayment terms and other relevant confractual agreements.

Provisions

The Group has a present legal or constructive obligation as a
result of a past event, if it is more likely than not that an outflow
of resources will be required to settle the obligation and the

amount has been reliably estimated.

Retirement benefits

Group companies operate defined confribution plans abroad
and defined benefit plans in Switzerland for refirement benefits
along with the state social insurance schemes. The costs of re-
tirement benefits are generally borne equally by the employees
and the companies and are fransferred to the companies’ refire-
ment benefit plans. For defined benefit plans, if the 10% cor-
ridor according to IAS 19.95 is exceeded, the actuarial gains
or losses are charged to the income sfatement on a straightline
basis over the employees’ expected average remaining work-

ing lives.

In conformity with IAS 19 (revised), pension liabilities in schemes
with defined benefit characteristics [Switzerland) have been pre-
sented based on the Projected Unit Credit Method. The last
actuarial valuation was made by 31.03.2006.

Confributions made by the Group to defined contribution pen-
sion plans are recognized as an expense in the year in which

they occur.

Taxes

Tax provisions are made on the basis of reported profits and
include taxes on capital as well as non-reclaimable withhold-
ing taxes on dividends, licenses and management fees. They
are calculated in conformity with the tax laws prevailing in the

individual countries.

Deferred income tax is provided for in full, using the comprehen-
sive liability method, on temporary differences arising between
the tax bases of assets and liabilities and their carrying amounts
in the consolidated financial statements. Deferred income tax
assets are recognized fo the exfent that it is probable that future
taxable profit will be available against which the temporary
differences can be ufilized. Tax provisions are adjusted confinu-

ously 1o allow for changes in local tax legislation.

Revenue recognition

Revenue from sale of goods is recognized when risk and benefit
of ownership have been fransferred to the buyer. Appropriate
provisions are made for all costs arising in connection with the

sale including the costs of refurn of goods.

Reimbursement for product development
Reimbursement from third parties, for the development of new
products on order, are recognized in the period during which

the development costs are incurred.

Research & development

Research & development costs are recognized as an expense
in the period in which they are incurred. The criteria for capital-
izing development costs according to IAS 38, Infangible Asses,
are currently not fulfilled. Ypsomed does not take into considera-
fion to activate development costs because of unforeseeable
regulatory risks. Research and development costs would be
activated, as soon as authorization from the US Food & Drug
Adminisfration or a comparable authority were given, as it is
only then that it would be likely that the costs would lead to
future economic use. As the product is already developed when
authorization has been given, the development costs are not

acfivated refrospectively.
Fixed assets used for research & development are capitalized

and written off over their useful lives occording to the sfroighf—

line method of depreciation.
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Critical accounting estimates and assumptions

The preparation of financial statements assumes that manage-
ment makes cerfain estimates and meets expectations that have
consequences for assefs and liabilities shown in the balance
sheet and income and expenses accounted for in the period
under review. These estimates and assumptions are based on
future expectations and are held reasonable at the time of
preparation of the financial statements. The actual amounts can
deviafe from these valuations. The most important influential
factors on positions based on estimates and assumptions are

expressed as follows:

Goodwill

Ypsomed fests goodwill for impairment on an annual basis. The
impairment fests are based on the financial plans prepared by
management. The calculated volues are based primarily on
future expected cash flows. A sensitivity analysis shows that a
negative deviation of 10% of these expected cash flows does

not result in an impairment of goodwi”.

Provisions for guarantees

In setting the provisions for guarantees management considers
the company’s own products on the market and sets the provi-
sions according fo the lifefime and relevant characterisfics of
each product and the past experience of the cover necessary

for any guarantee claims.

Pension obligations

The calculation of pension obligations is carried out in agreement
with IAS 19 according to the Projected Unit Credit Method. The
calculation takes into account various actuarial probabilities as
well as expectations for future developments of capital markets
and salary increases. The most important parameters are in the

notes to the group accounts.

Income taxes

When provisions for income taxes are made for a period, un-
certainties regarding final fax payments remain. Deviations in
estimates as compared with final tax evaluations may affect
income taxes and provisions for deferred taxes. In particular,
with the activation of deferred tax assets from losses carried
forward, the value of these tax loss carryforwards and the tax

rates to be applied must be estimated.

3. Financial risk management

Foreign exchange risk

The Group is exposed to the effects of fluctuations in exchange
rafes of foreign currencies. Foreign exchange contracts (forward
fransactions and option contracts) are concluded from time fo
fime with recognized financial institutions to hedge against ma-
ferial exchange-rate exposure. The outstanding contracts at the
end of the business year are stated at market values. Any gains

or losses are reported in the income sfatement.

Interest rate risk
The credit instruments utilized by the Group are fixed rate in
nature in order fo lessen the impact of inferest rafe fluctuations

on Group earnings.

Credit risk
Credit risk associated with financial assets is controlled by the
Group's policy of dealing solely with firstclass counterparties,
by ongoing credit reviews and by limiting aggregated indi-
vidual risks.

Other risks

The use of financial instruments and securities is made with the
intention fo optimize proﬁfs within the framework of the com-
pany’s risk policy. Options are bought and sold, options only

being sold, in principle, if the relevant position is covered.



Legal risks

The Ypsomed group develops, manufactures and sells innova-
five medical devices, based on technical expertise and tech-
nologies protected by intellectual property rights. The Ypsomed
group is either owner of the required rights or licence holder
of the property rights of a third party. In the medical devices
market disputes over patent rights and patent infringements oc-
cur fairly frequently and can involve costly and time-intensive

patent infringement suis.

The development, manufacture and sale of medical products
involve product liability risks and can lead to product recall.
There is no guarantee that the present liability insurance is suf-
ficient to cover all damage cases connected with the develop-
ment, manufacture and sale of medical products and that the
insurance companies will still be prepared in future to insure

Ypsomed group business activities against liability risks.

State-prescribed cost saving measures in the area of health-
care as well as the practice of health insurance schemes to
reimburse the costs of Ypsomed products and the policies of
authorities regarding the authorization of drugs used together
with Ypsomed products are largely decisive for the success of

the Ypsomed group.

The risk of patent infringement or product liability claims by
a third party, risks in connection with the recall of products
and negative developments in the reimbursement of costs of
Ypsomed products through state-prescribed cost saving meas-
ures in the area of healthcare or by health insurance schemes
as well as problems with authorization and upholding of au-
thorization of drugs used fogether with Ypsomed products can
also result in lasting detrimental effects not only on the business
performance of the Ypsomed group but also on its financial

situation and competitive position in the markefplace.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

in thousand CHF, unless otherwise stated

1. Consolidation scope

Interest Research & Markefing & Financing &

held Share capital ~ Development  Production Sales Services

Ypsomed Holding AG, CH-Burgdorf CHF 130432 871 X

Ypsomed AG, CH-Burgdorf 100%  CHF 500 000 X X X X

TecPharma licensing AG, CH-Burgdorf  100%  CHF 100 000 X
Ypsotec AG, CH-Grenchen 100%  CHF 1 000 000 X X

Ypsotec s.r.o., CZ-Tabor 100%  CZK 200 000 X X
Ypsomed GmbH, DE-Sulzbach 100%  EUR 100 000 X
DiaExpert GmbH, DE-Sulzbach 100%  EUR 50 000 X
Feelfree GmbH, DE-Sulzbach 100% EUR 25 000 X
Ypsomed AB, SE-Helsingborg 100%  SEK 100 000 X
Ypsomed S.A.S., FR-Paris 100%  EUR 50 000 X
Ypsomed BV, NL-Vianen 100% EUR 50 000 X
Ypsomed Srl, [TVerona (in liquidation) ~ 100% EUR 50 000 X

In the 2005/06 business year, the newly-founded Ypsotec s.r.o., in Tabor, Czech Republic, was consolidated for the first fime.
Ypsofec s.r.o. is a manufacturing company and is fully owned by Ypsotec AG in Grenchen. Ypsotec s.r.o. took up operations in
the 2nd half of 2005/06, supplying mainly companies within the group. Ypsomed Stl in lialy is in liquidation.

2. Foreign currencies

Balance sheet Income statement
Year-end rafes Average rates
31.03.06 31.03.05 2005/06 2004,/05
Euro (EUR) 1.58 1.55 1.55 1.54
US Dollar (USD) 1.31 1.20 1.27 1.22
Swedish Krona (100 SEK] 16.75 16.93 16.61 16.92
Norwegian Kroner (100 NOK] 19.89 18.87 19.50 18.60
Danish Krone (100 DKK) 21.17 20.81 20.81 20.70
British Pound (GBP) 2.27 2.26 2.27 2.26
Czech Koruna (CZK) 5.53 5.28
3. Cash and cash equivalents
31.03.06 31.03.05
Cash 51 15
Postal accounts 628 2 348
Banks 64 989 53 622
Total 65 668 55985
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4. Marketable securities

Marketable securifies consist of debts, bonds, equity funds, hedge funds, options and similar investment products tfraded in actfive

markets. Evaluation is based on fair value, changes in value are recognized through profit or loss.

Currency exposure 31.03.06 31.03.05
CHF 38 620 52 150
EUR (translated in CHF) 2618 17 458
Total 41 238 69 608
Investment groups
Bonds 24 848 64 031
Equity funds 2 571 2 532
Hedge funds 2785 2 493
Options 1034 552
Other 10 000 0
Total 41 238 69 608
5. Trade receivables

31.03.06 31.03.05
Trade receivables 45 957 40 086
Provision for bad and doubtful debis -536 -457
Total 45 421 39 629
6. Other current assets

31.03.06 31.03.05
Accrued income and prepaid expenses 3 680 1705
Other receivables 7194 5547
Total 10 874 7 252
7. Inventory

31.03.06 31.03.05
Raw materials and supplies 4332 3594
Goods in process 27 562 19 585
Finished products 15 268 15957
Gross inventory 47 162 39 136
Valuation adjustment -3 022 -4 534
Total 44 140 34 602
8. Financial assets
Financial assets held at fair value through profit or loss: 31.03.06 31.03.05
Investment in P Medical Holding SA, Orvin, CH 9 052 0
Investment in Cooperative Energy Burgdorf, CH 20 20
Total 9 072 20

P Medical Holding SA

BV Holding AG, with head offices in Bemn, holds in its own name 12.75% of P Medical SA, but to the cost and for the benefit
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of Ypsomed Holding AG. The purchase of this fiduciary title is financed by a loan of Ypsomed Holding AG to BV Holding AG of
CHF 9.1 million {which under certain circumstances can be increased by a maximum of CHF 0.6 million) and can be setiled by
the transfer and cession of the title of P Medical Holding SA to Ypsomed Holding AG. Ypsomed Holding AG bears the economic
risk of the share in P Medical Holding SA financed by this loan.

Valuation of the investment is based on the DCF method, whereby future expected cash flows are discounted on the valuation
date. The cash flows are based on the financial plans prepared by the company.

9. Fixed assets

Land Machinery Other Assels
and and fixed under

buildings equipment assefs construction Total
Cost
At 01.04.04 52 921 Q4 709 5434 5959 159 023
Additions 16 171 46 074 702 8512 71459
Disposals -8 123 -104 -8 227
Transfers 891 2 645 100 -3 636 0
Currency franslation differences -1 -] -2 —4
At 31.03.05 69 982 135 304 6 130 10 835 222 251
Accumulated depreciation
At 01.04.04 -10 156 44 424 -2873 0] =57 453
Depreciation -2025 -17853 -1 151 -21 029
Disposals 2 082 48 2130
At 31.03.05 -12 181 -60 195 -3 976 0 /6 352
Net book value at 01.04.04 42 765 50 285 2 561 5959 101 570
Net book value at 31.03.05 57 801 75109 2154 10 835 145 899
Cost
At 01.04.05 69 982 135 304 6130 10 835 222 251
Additions 2 150 26 858 1749 9422 40179
Disposals -230 -16 418 -384 -17 032
Transfers o4 9 339 514 -10 027 -110
Currency franslation differences 25 16 41
At 31.03.06 71966 155 108 8 025 10 230 245 329
Accumulated depreciation
At 01.04.05 -12 181 -60 195 -3976 0 -76 352
Depreciation -2 152 -22 324 -1182 -25 658
Disposals 1435 336 1771
Currency franslation differences -5 -11 -16
At 31.03.06 -14 333 -81 089 -4 833 0 -100 255
Net book value ot 01.04.05 57 801 75109 2154 10 835 145 899
Net book value at 31.03.06 57 633 74019 3192 10 230 145 074

There are no fixed assets pledged fo secure loans and there are no long-term leasing agreements (financial leasing). The fire-insur-
ance value of fixed assefs at 31 March 2006 amounted to CHF 369.4 million [previous year: CHF 260.2 million).



10. Intangible assets

Other infan-

Goodwill gible assets Total
Cost
At 01.04.04 313719 7 059 320 778
Additions 1013 1013
Disposals -28 -28
Currency franslation differences -4 1 -3
At 31.03.05 313715 8 045 321 760
Accumulated depreciation
At 01.04.04 =14 691 -5 508 -20 199
Amortization /77 /77
Disposals 28 28
Currency franslafion differences -2 -2
At 31.03.05 -14 691 -6 259 -20 950
Net book value at 01.04.04 299 028 1551 300 579
Net book value at 31.03.05 299 024 1786 300810
Cost
At 01.04.05 313715 8 045 321760
Additions 1816 1816
Disposals -96 -96
Transfers 110 110
Currency franslation differences 16 10 26
At 31.03.06 313731 9 885 323 616
Accumulated depreciation
At 01.04.05 -14 691 -6 259 -20 950
Amortization -1010 -1010
Disposals 89 89
Currency franslation differences -6 -6
At 31.03.06 -14 691 -7 186 -21 877
Net book value af 01.04.05 299 024 1786 300810
Net book value at 31.03.06 299 040 2 699 301739

Impairment test for goodwill

Goodwill from acquisitions is allocated fo individual identifiable units called “cash-generating units” (CGU) and subjected to an-
nual impairment fesfs. The Ypsomed group consists of only one business segment — “injection systems and accessories” — which
is defined as a CGU.

Impairment fests are carried ouf using utilization value calculations, based on strategic financial planning embracing the next
5 vears. The future expected cash flows are discounted down to the cash value. The discount rate is 9% (previous year: 9%);
projected sales growth is derived from experience and future growth in the diabetes market according to WHO (World Health

Organization) estimates.

On the basis of these calculations there was no impairment of goodwill.
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11. Advance payments of biotech and pharma partners

Our biotech and pharma pariners settle payments for selected production machinery that are tailored specifically to their products.
The production machinery are transferred to the pariner’s property after completion and are therefore no longer considered as fixed
assefs. In the year under review, further advance payments of CHF 2.5 million (previous year: CHF 33.4 million) were added to
the existing balance of CHF 27.1 million. In the year under review, it was possible fo settle completed production machinery to
the value of CHF 19.4 million (previous year: CHF 6.3 million) with existing advance payments. The amounts charged to biotech
and pharma partners are included in the disposals in the fixed assets analysis. The remaining advance payments of CHF 10.2
million are included in trade payables. With the sound financial basis provided by the IPO Ypsomed is again increasing its own

investments in customer specific equipments. The refurn on specific investments is guaranteed by minimum purchasing quantities.

12. Other payables and accrued expenses
31.03.06 31.03.05

Accrued expenses 16 163 15845
Other payables 2189 2 600
Total 18 352 18 445

13. Non-current financial liabilities to major shareholder

Carrying amount

Inferest rate Maturity 31.03.06 31.03.05
Loan Techpharma Management AG, Burgdorf 0.50% 31.03.10 200000 218121

Ypsomed Holding AG is entfitled to repay the loan at any time in part or in full, full repayment is due on 31.03.2010 at the latest.
As of 1 April 2005, the loan from Willy Michel has been assigned to his company Techpharma Management AG.

In the 2005/006 business year interest amounting to CHF 1.0 million (previous year: CHF 1.0 million) was paid on the loan.

14. Provisions

Cuarantees Pensions Restructuring Other Total
At 01.04.04 3089 Q 467 0 0 12 556
Additions 1912 1658 295 3 865
Unused amounts reversed -939 -939
Utilization -1615 -1615
Transfers -959 959 0
Currency franslation differences -6 8 2
At 31.03.05 5001 6 887 1 666 315 13 869
At 01.04.05 5001 6 887 1666 315 13 869
Additions 778 778
Unused amounts reversed -890 -172 -315 -1377
Utilization -2 051 -1 451 -3 502
At 31.03.06 2 950 5997 43 778 9768
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Guarantees

There is the risk that medical products developed and produced by Ypsomed could have material defects or product faults, resulting
in legal liability and product liability in particular, as well as other liabilities, such as the withdrawal or recall of products. Provisions
are put in place according to business principles and relate to guarantees and also to replacement costs for withdrawn products.

The company’s management base these provisions on the estimated potential guarantee claim for each product.

Ypsomed holds insurance policies with third parties to cover material damages, interruption of operation, product liability and
other risks, with worldwide cover. Ypsomed believes that its insurance cover and provisions with regard to business acfivities and
the associated operative risks involved with this are appropriate and sensible. However, events can arise that are not covered, or
only partly covered by insurance policies or provisions made by Ypsomed. This applies, in particular, to product liability claims
as it is perceptibly more difficult to secure appropriate insurance cover due fo large damage claims from other pharmaceutical
companies. Although no such losses are presently expected at Ypsomed, there is no guarantee that the company might not be

subjected to damage claims in the future that are in excess of the cover available.

Expected cash outflows

Provisions for guarantees cover any guarantee claims that may occur for products on the market. The provisions extend for the aver-
age life of the products, which is between 1 and 4 years, depending on the product. Provisions for pension obligations are based
on a valuation in accordance with IAS 19, from which no direct cash outflow arises. For the remaining provision for resfructuring

and other provisions in the next 1-2 years a cash oufflow corresponding fo the existing provisions is expected.

15. Pension obligation
Most employees are insured under various private and/or state provision schemes. The service-oriented obligations and the assets
of the most important provision plans associated with them (2 provision plans of the Swiss companies in total) are evaluated on a

bi-annual basis by independent insurance experts. The last actuarial valuation was dated 31.03.20006.

The amounts recognized in the balance sheet are determined as follows:
31.03.06 31.03.05

Present value of benefit obligation 86 812 57 455
Market value of plan assets 69 231 52 029
Underfunding 17 581 5426
Provision (note 14) -5 997 -6 887
Unrecognized asset due fo IAS 19.58 0 -14
Unrecognized actuarial (gain)/loss 11 584 -1 475

The amounts recognized in the income statement are as follows:

2005/06 2004,/05

Current service cost 6 844 4 991
Interest cost 2572 1799
Expected refurn on plan assets -2 341 -1 679
Past service cost/plan amendments -202 0
Net actuarial (gains]/losses recognized in year 14 0
Adjustment due to IAS 19.58 -14 14
Employee contributions -3 490 -2 469
Expense recognized in the income statement 3383 2 656

The actual retumn on plan assets was CHF 4.6 million (previous year: CHF 1.9 million).
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Changes in liability recognized in the balance sheet:

2005/06 2004,/05
Provision as of 01.04. 6 887 Q 467
Total expenses — as shown above 3383 2 656
Employer contributions -4 273 -5 236
Provision as per 31.03. (note 14) 5997 6 887
The principal actuarial assumptions used are as follows:
Discount rate 3.0% 4.0%
Expected rate of return on assefs 4.0% 4.5%
Expected rate of salary increase 2.5% 2.5%
Rate of pension increase 1.0% 1.0%
16. Share capital
Share capital (in thousand CHF) 2005/06 2004,/05
At 01.04. 140 553 250
Capital increase/IPO 140 303
Par value repayment of CHF 0.90 per share -10 120
At 31.03. 130 433 140 553
Number of shares
At 01.04. 11244 213 2 500
Capital increase/IPO 11241713
At 31.03. 11244 213 11244213

Ypsomed Holding AG was founded on 29 December 2003 with original share capital of CHF 250000, consisting of 2500
shares with a nominal value of CHF 100 each. Since the initial public offer in September 2004 there are a total of 11244213
shares with a nominal value of CHF 12.50 each. Effective 29.08.2005 the nominal value was reduced by CHF 0.90 to

CHF 11.60.

Conditional share capital (in thousand CHF) 2005/06 2004,/05
At 01.04. 2 000 0
Capital increase/IPO 2 000
Par value repayment of CHF 0.90 per share -144

At 31.03. 1856 2 000
Number of conditional shares

At 01.04. 160 000 0
Capital increase/IPO 160 000
At 31.03. 160 000 160 000




17. Contingent liabilities

The Group has contingent liabilities in respect of 3rd party sureties arising in the ordinary course of business. It is not anficipated

that any material liabilities will arise from the contingent liabilities.

Expiry schedule: 31.03.06 31.03.05
2005 109
2006
2007
2008 300
unlimited in time 406 402
Total 406 811
18. Commitments

31.03.06 31.03.05
Confractual obligations from consultancy and
research and development projects until 31.12.08 2036 2731
Contractual obligations from rental contracts with
Techpharma Management AG bis 31.12.15 9 287 0
Maturity up to 1 year 953 0
Maturity longer than 1 year and up to 5 years 3810 0
Maturity longer than 5 years 4524 0

The renfal contract (see note 26) between Ypsomed AG and Techpharma Management AG, a company controlled by Willy

Michel, was signed at arm-length. Rental inferest is based on an independent rental value estimate and amounts to CHF 952 500

annually plus VAT; it is linked to the consumer price index.

Contractual obligations for the purchase of fixed assets as at 31.03.2006 amount to CHF 5.4 million [previous year: CHF 3.7

million).

19. Operating expenses

2005/06 2004,/05
Cost of goods and services sold 191 375 77.1% 144 936 74.6%
Research and development expenses 17 206 6.9% 14 295 7.4%
Marketing and sales expenses 19 389 7.8% 19119 9.8%
Administration expenses 20 276 8.2% 15926 8.2%
Total 248 246 100.0% 194 276 100.0%
Cost of materials 79 340 32.0% 66 994 34.5%
Personnel expenses 94 885 38.2% 70 03 36.5%
Depreciation/amortization 26 690 10.8% 21811 11.2%
Other operating expenses 47 331 19.1% 34 568 17.8%
Total 248 246 100.0% 194 276 100.0%
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20. Distribution of staff by country and function

Personnel at 31 March Production & Marketing & Admin- Total Total
(fulHime equivalents) Logistics R&D Sales istration 31.03.06 31.03.05
Switzerland 783 84 28 105 999 786
Germany 14 47 10 71 81
Netherlands 3 1 3 5
France 3 | 4 15
Scandinavia 7 1 8 8
Czech Republic 5 1 6 0
Total 802 84 88 118 1090 894
Headcount 1139 Q33
21. Financial income

2005/06 2004,/05
Interest income 735 321
Gains from securities 2817 683
Foreign exchange gains 730 890
Other financial income 1 237
Total 4283 2131
22. Financial expense

2005/06 2004,/05
Interest expense 1066 1152
Losses from securities 508 728
Foreign exchange losses 445 2 063
Other financial expense 118 108
Total 2137 4051
23. Other income/ (expense)

2005/06 2004,/05
Real estate income (rental income) 309 338
Real estate expense -243 292
Other non-operating expense -122 -10
Total -56 36




24. Taxes
2005/06 2004,/05

Income taxes 6 389 5799
Deferred taxes 2 395 671
Total 8784 6470

The tax charge on the Group's profit before taxes differs from the theorefical amount that would arise using the expected longerm tax

rate for the Ypsomed Group as follows:

Profit before income tax 64 432 45 665
Tax calculated at a fax rate of 22% (expected) 14175 10 046
Effect of reduced fax rafes -7 066 —4 442
Effect from realisation and resolution of taxloss carryforwards 1189 0
Effect from non-activated loss carryforwards 486 866
Total income tax 8784 6470

The company benefits from reduced tax rates that are subject to change from year to year. Changes in reduced tax rate impact the

company's effective tax rafe.

The amounts stated in the consolidated balance sheet comprise the following positions:

31.03.06 31.03.05

Current income taxes:

Income taxes payable -5704 -5 389
Net current income taxes -5704 -5 389

Deferred income taxes:

Deferred income tax assets 2 348 4 466
Deferred income tax liabilities -4112 -3 851
Net deferred income taxes -1764 615

The amounts for deferred income taxes stated in the consolidated balance sheet are reported under long-term assets and long-term

liobilities.
Under deferred tax assefs, taxloss carryforwards are only taken into account if the associated tax credits can be realized. As per

the balance sheet date the company has unrecognized taxloss carryforwards of CHF 3.1 million (previous year: CHF 1.3 million),

which can be offset without limit.
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The assefs and liabilities as well as credits and debits from deferred taxes are made up of the following positions:

31.03.06 31.03.05
Deferred income tax assets:
Tax-losses carried forward 1982 4120
Impact from intercompany profits 366 346
Total 2 348 4 466
Deferred income tax liabilities:
Trade receivables 238 254
Inventory 1216 1017
Llong-term assets -169 0
Provisions 151 72
Tax valuation differences 1436 1199
Fixed assets 1898 2 333
Intangible assets 778 319
Accelerated tax depreciation 2676 2 652
Total 4112 3851

25. Segment information

The primary reporting format is by business segments and the secondary reporting format by geographical area because the

group is affected predominantly by its products and services. The Ypsomed Group has one business segment “injection systems

and accessories”. The disclosures below represent the secondary reporting segment.

Breakdown by geographical location:

Sales Assefs Net capital expenditure
2005/06 2004,/05 31.03.06 31.03.05 2005/06 2004,/05
Switzerland 20 352 19 705 646 501 639 092 26 050 66 078
Europe excl. Switzerland 282 536 218 944 19 197 19 390 744 288
North America 7 591 2 985 0 0 0 0
Rest of world 109 189 0 0 0 0
Total 310 588 241 823 665 698 658 482 26 794 66 366

Sales are allocated fo the country in which the customer is located. Sales of pen systems fo biotech and pharma pariners are

mainly billed to European subsidiaries of these pariners. These sales are, in the geographical segmentation, shown as European

sales. Biotech and pharma partners sell the pen systems worldwide. Assefs and capital expenditure are indicated where the

subsidiaries are located.



26. Transactions with related parties
Related parties are Techpharma Management AG, which is controlled by majority shareholder Willy Michel, and the pension
fund. In the year under review the following transactions were made with members of the Board of Directors, management and

parties related with them:

2005/06 2004/05
Board of Directors 575 565
Management 2 398 2264
Former members of the management 201 322
Techpharma Management AG (Inferest according fo note 13) 1038 1 005
Techpharma Management AG (Rent according fo note 18] 238 0
Pension fund [employer’s contributions) 3810 4279
Total 8 260 8 435

In the previous year, the fransactions with the pension fund contained a one-off contribution of CHF 1.6 million from the em-

ployer.

Since 1 January 20006, Ypsomed AG has rented business premises from Techpharma Management AG, which belongs to majority
shareholder Willy Michel. The rental contract was signed at arm-length (see note 18] and can be terminated af the earliest and
with 24 months nofice as from 31 December 2015. The tenant has unlimited first right of refusal for the whole rental peried, fo a
maximum of 25 years. Renfal payments had not commenced in the year under review. Ypsomed AG reported accrued expenses
amounting to CHF 0.2 million.

27. Earnings per share
Earnings per share is calculated by dividing net profit through the weighted monthly number of shares outstanding during the period.
The average number of shares held by the group’s companies is deducted from the number of shares issued.

2005/06 2004/05
Net profit in thousand CHF 55 648 39195
Number of outstanding shares weighted on a monthly basis 11 238 259 6 105 865
Earnings per share in CHF (basic and diluted) 4.95 6.42

Calculated on a comparative basis, earnings per share in the previous year was CHF 3.49. This was calculated for 11244213

shares, the number of shares outstanding following the IPO of 22 September 2004.
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PRICEWATERHOUSE(COPERS @

Ficarealnriiessl oo S8

Fialsreirazss 10
Pogtimsch
30071 Baim

Phone 4% 58 T2 75 00

Fax +41 B8 T2 T5 50
Reparl af the groug auditars
la e general mealing of
Yosomed Holding &G
Burgdarf

fs audiors of tha group, wa have audited the consoldeted financial stataments (balance sheet, n-
coma statement, stabament of cash flows, stelemant of changes In equity and nofes; pages 34 o
E4) of ¥Ypsomead Holding AG for the yesr ended barch 31, 2006,

Thesa consobdeded financial sistemants ane tha respansiallity of the bosrd of direciors. Our re-
spansibdity is o axpress an opinion on these consoldeled financial stabaments besed on cur audiL
VW'e confirm ihat we mest e lagal requirementis concaming professonal qualification and inds-
pardance

Our eudil was conducted in accordance wilh Swiss fudiling Slandards and with (he IMemational
Standarts on Audling, which requira thal an sudt be plenned and performsd o obilain reasonable
Assurancs aboul whalkhes 1he consoldsiad Mmancal salaments ara ree rom meateria mssiale-
meerl We have exenned on a lest basis evidence supporing the amounis and disclosures in tho
consolidaled inancie sialaments. We have plso assessed the acoounbng principles used, signifi-
canl esfmmates made and the cveral consoideied fmancal statoment presentabon, Wa believe ihat
aur midit provides a reasanabin basls for our opinion

In our apinion, the consalidaled financial statemants ghes a true and fair view of fia fnanclal pest-
tian, tha resulis of cperabons and the cesh flows in accordance wih tha intarnefional Fnancial
Raparing Standerds {IFRS] and compsy 'with Swiss law.

‘Wa recormmand ihat the consalidaled finandial stalemants aubmilled ba you be approved,

PricawatarnouseCoopars AG

Hanspatar Garber it Sohnear

Barm, May 2, 2006



FIVE-YEAR OVERVIEW April 1-March 31

in thousand CHF 2005/06 2004,/05 2003,/04 2002/03 2001,/02
Own finished products!) 269 638 186 403 130 573 Q0 773 73014
FreeStyle 3487 20 656 46 324 36 201 17 432
Other products 2l 37 463 34 764 21837 10213 10 168
Total Sales 310 588 241 823 198 734 137 187 100 614
Cross profit 119213 Q6 888 75857 42 270 25 659
Gross profit in % 38.4% 40.1% 38.2% 30.8% 25.5%
Operating profit 62 342 47 548 18 442 14 204 6 689
Operating profit in % 20.1% 19.7% Q.3% 10.4% 6.6%
Net profit 55 648 39 195 14 044 12 061 5776
Net profit in % 17.9% 16.2% 7 1% 8.8% 57%
Depreciation of fixed assets 25 674 21 033 15747 12913 11485
Amortization 1016 778 15 376 531 488
EBITDA3) 89 032 69 359 49 564 27 648 18 662
EBITDA in % 28.7% 28.7% 24.9% 20.2% 18.5%
Total current assets 207 341 207 076 Q3313 61 078 44 790
Total non-current assets 458 358 451 406 407 470 81 884 72 327
Total current liabilities 47 805 65 468 33 254 23 229 16517
Total non-current liabilities 213 880 235 842 455 689 8 050 5022
Balance sheet total 665 698 658 482 500 783 142 962 117117
Capital expenditures -40 110 -71 459 -37 960 -22 330 -18 219
Cash flow from operating activities 57179 94 775 33 540 20 398 6 496
Cash flow from investing activities -41 278 -66 370 -39 676 -22 48] -18 468
Cash flow from financing activities -6218 14 964 14 859 4044 12 864
Issued shares as of March 31 11244213 11244213

Average shares outstanding 11238 259 6 105 865

Eamings per share (basic and diluted) in CHF4I 4.95 3.49 1.25 1.07 0.51
Dividend per share (in CHF) 3l 0.00 0.00 n/a n/a n/a
Par value repayment per share (in CHF) 1.25 0.90 n/a n/a n/a
Book value per issued share (in CHF) 35.93 31.76

Stock prices (in CHF): year's highest 221.80 126.50 n/a n/a n/a
Stock prices (in CHF): year's lowest 109.00 70.65 n/a n/a n/a
Stock prices (in CHF): yearend 218.20 124.00 n/a n/a n/a
Market capitalization (in million CHF| 2 453 1 394 n/a n/a n/a
Average headcount 1052 891 761 535 420
Average fulltime equivalent 1 009 845 722 508 399
Year-end headcount 1139 933 797 560 440
Year-end fulltime equivalent 1 090 894 764 537 422
Sales per average fullime equivalent 307 818 286 037 275 130 270 208 252 177

1} Sales of injection moulding products for 3rd parties included in “Other products”

2) Direct trade business of DiaExpert GmbH in Germany included since 1 October 2003

3] Operating profit before interest, taxes, depreciation and amortization

4 Years prior to 2005,/06 are calculated with total number of registered shares affer IPO

5 The Board of Directors will recommend to the 2006 General Meeting of Shareholders that, instead of a dividend payment,
the nominal valve of the Ypsomed share be reduced by CHF 1.25 and this amount be repaid fo shareholders.

Ypsomed | 57



BALANCE SHEET YPSOMED HOLDING AG
INDIVIDUAL FINANCIAL STATEMENTS

in thousand CHF 31.03.06 31.03.05
Assets

Cash and cash equivalents 58 049 40 288
Marketable securities 41 238 69 608
Accrual of dividends from Group companies 14 400 21 200
Accrued income and prepaid expenses 65 63
Other current assets 350 218
Total current assets 114 101 131 377
Loans to Group companies 111 307 107 266
Investments 308 538 315 468
Infangible assets 8 170 10 562
Total non-current assets 428 015 433 296
Total assets 542 116 564 673

Liabilities and equity

Trade payables 45 221
Accrued expenses and deferred income 791 824
Current income taxes payable 436 45
Current payables to Group companies 13 422 9182
Other current liabilities 74 0
Total current liabilities 14768 10 272
Non-current financial liabilities fo major shareholder 200 000 218 121
Total non-current liabilities 200 000 218 121
Share capital 130 433 140 553
Reserves 177 539 177 538
Retained earnings 18 189 17 363
Net profit 1187 826
Equity 327 348 336 280
Total liabilities and equity 542 116 564 673
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INCOME STATEMENT YPSOMED HOLDING AG
INDIVIDUAL FINANCIAL STATEMENTS

in thousand CHF 2005/06
Income

Financial income 23482
Total income 23 482
Expense

Amortization and depreciation 18 373
Financial expenses 1845
Administration expenses 1 461
Income taxes 615
Total Expense 22 295
Net profit 1187

PROPOSAL FOR THE APPROPRIATION OF RETAINED EARNINGS

The Board of Directors proposes to the General Meeting of Shareholders

that the refained eamings be appropriated as follows:

in thousand CHF 31.03.06
Retained eamings 18 189
Refained eamings Finox Beteiligungen AG 0
Net profit for business year 1187
Retained earnings at disposal of the General Meeting 19 376
Allocation to free reserves 0
Dividends!! 0
To be carried forward 19 376

2004,/05

27 560
27 560

23 181
2 049
1458

46

26734

826

31.03.05
11047
6316
826

18 189

0
0

18 189

1) The Board of Directors will recommend to the General Meeting of Shareholders that, instead of a dividend payment, the nominal value of the Ypsomed share

be reduced by CHF 1.25 (previous year: CHF 0.90] and this amount be repaid fo shareholders.
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Income

Financial income mainly consists of dividends and interest income.

Assets
Dividends of CHF 14400000 (previous year: CHF 21 200000) of the fully consolidated subsidiaries of Ypsomed Holding AG

were prematurely posted to the income statement.

Share capital
The share capital of CHF 130432871 (previous year: CHF 140552 663) consists of 11244213 (previous year: 11244213)
registered shares with a nominal value of CHF 11.60 (previous year: CHF 12.50) each.

Conditional share capital

The company has a conditional share capital totalling of CHF 1.9 million (previous year: CHF 2.0 million). The company may
issue a maximum of 160000 [previous year: 160000 fully paid up registered shares of nominal value CHF 11.60 (previous
year: CHF 12.50) each fo selected employees and members of the Board of Directors.

Important shareholders

31.03.06 31.03.05
Registered Capital- and Registered Capital- and
shares vote share shares vote share
Willy Michel 7 700 330 68.5% 8 000 000 71.1%
Investments
31.03.06 31.03.05
in CHF Inferest held Share capifal Interest held Share capifal
Ypsomed AG, CH-Burgdorf 100.0% 500 000 100.0% 500 000
Ypsotec AG, CH-Grenchen 100.0% 1000 000 100.0% 1 000 000
TecPharma licensing AG, CH-Burgdorf 100.0% 100 000 100.0% 100 000
P Medical Holding SA, CH-Orvin 12.75% 863017

P Medical Holding SA

BV Holding AG, with head office in Bern, holds in its own name 12.75% of P Medical SA, but to the cost and for the benefit of
Ypsomed Holding AG. The purchase of this fiduciary title is financed by a loan of Ypsomed Holding AG to BV Holding AG of
CHF 9.1 million (which under certain circumstances can be increased by a maximum of CHF 0.6 million) and can be seftled by
the fransfer and cession of the fitle of P Medical Holding SA to Ypsomed Holding AG. Ypsomed Holding AG bears the economic
risk of the share in P Medical Holding SA financed by this loan.

Securities, reserve for guarantees and collateral order in favour of third parties
31.03.06 31.03.05

Credit Suisse, CH-Zurich
Guarantee in the context of credit business for Ypsomed AG 15 000 000 15 000 000




REPORT OF THE STATUTORY AUDITORS

PRICEAVATERHOUSE(COPERS @

FricesatorhoussConpers AG
Halomressn 10
Posiinch
001 Berni
Phone +41 58 782 TG00
Fax +41 58 PO 75 10
Report of Ma stakubory auditors
i ke gereral mesting of
¥paomed Hohing AG
Burgdort

Mg steilulary audilons, we heve audied the eccounting records and the financial statamants (bal-
ance shesl, incomss sislemant and noles, pages 58 fo 80) of Ypsomed Halding AG for the year
ended March 31, 2008

Thasa financial statemends are (he respansibilily of e bosrd of dirgctors. Our respansbilily & 1o
sxpress an opinion on these financal statemants bassd on our BUSE. Wea condirn that we meat the

legal raquirements conceming professiona quaification génd indegandenca.

Cr udil was conducied in accondance with Swiss Awdiling Slandarda, wihash reguine 1hat sn audl
e plenned and parformed 10 obiain reasornable assurance shoul whalhes 1ha linancisl sletaments
are free from maledal misstatamenl. We have mamined on @ esd basis evidence supporing Ihe
amaunts and disciosuras in the financial statemaents. We haye alsg assessed (he scoouming prin-
ciplas usad, significent estimsdas made and ke overall financial stalament preseatatian. We
Belis that our awdil provides a ressonsble basis for our opinion

I cur apinlan, e secounling recards and firancial sistemants and the propesed appropristion af
mvailable samings cormply wilh Swiss law and the company's articles of incorporaton,

We recommend Bhal fha Gnancial statemants submitied o you be approved

PricewaletouseCooperts AG
\fém Garbar Johner

Barma. May 2, 2006
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CORPORATE GOVERNANCE

Stairs f.|.t.r. Beat Maurer, Christoph Brand
Front row f.I.t.r. Christoph Rindlisbacher, Deflef Jantos, Matthew Robin, Jirg Clavadetscher, Yvonne Miiller, Niklaus Ramseier



THE YPSOMED MANAGEMENT TEAM COMBINES
MANY YEARS OF EXPERIENCE WITH A PROVEN
TRACK RECORD - IN ALL AREAS WHICH ARE
STRATEGICALY RELEVANT FOR OUR FUTURE.
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THE CORPORATE GOVERNANCE REPORT DESCRIBES
THE MANAGEMENT AND CONTROL PRINCIPLES

AT THE HIGHEST LEVEL OF THE COMPANY AND

ITS SUBSIDIARIES, IN LINE WITH THE SWX SWISS
EXCHANGE GUIDELINES ON CORPORATE
GOVERNANCE INFORMATION.

Peter Kappeler

Ypsomed, which is headquartered in Burgdorf,
Switzerland, is the world leader in the field of
injection sysfems for self-administering pharma-
ceutical substances. Ypsomed develops and
produces ifs products primarily in Switzer-
land. Ypsomed products are marketed by
biotech and pharmaceutical partners around
the world, as well as through the company’s
own distribution network and by independent
distributors. The Group also includes Ypsotec,
a supplier of precision rofary parts and
subassemblies.

The Ypsomed Group's rules and regulations
on Corporate Governance are defined in the
Articles of Association (Statuten) and in the
Organisation Policy of the Board of Directors
(Organisationsreglement) of Ypsomed Hold-
ing AG and correspond fo the Corporate
Governance Directive of 1 July 2002 issued
by the SWX Swiss Exchange. A copy of
Ypsomed Holding AG's Articles of Association
can be ordered (in the German version) from
the company or can be viewed on the com-
pany’s website af www.ypsomed.com (under
Media/ Investors/Corporate Governance).



Prof. DRlNlorbert Thom

Group structure
Ypsomed Holding AG is organized as a
holding company pursuant to Swiss law and

directly or indirectly owns or controls all com-

panies that are part of the Ypsomed Group
worldwide. None of Ypsomed Holding AG’s
subsidiaries are listed companies.

History of Ypsomed’s development
Disetronic was founded in 1984. It devel-
oped and produced infusion systems and,
from 1986, injection systems. On 30 April
2003, Roche Holding AG acquired all of
the shares in Disefronic Holding AG held
directly and indirectly by Willy Michel,
which amounted to approximately 33% of
the shares in the company, and, through a
public tender offer fo the other shareholders,
all remaining shares in the company. At the
same time, Willy Michel acquired the injec-
fion business of Disefronic indirectly through
Finox Befeiligungen AG, whose sole share-

holder was Willy Michel and which acquired

all of the shares in Ypsomed AG (formerly

known as Disetronic Injection Systems AG), in

TecPharma Licensing AG (formerly known as
Disefronic Services AG) and in Ypsotec AG
(formerly known as Décolletage AG).

On 23 March 2004, Ypsomed Holding
AG, a subsidiary of Finox Beteiligungen AG,
acquired all of the shares in Ypsomed AG,
TecPharma licensing AG and Ypsotec AG
from Finox Beteiligungen AG, with refroactive
effect from 30 November 2003. With effect
from 1 July 2004, the subsidiary Ypsomed
Holding AG took over its parent company,
Finox Beteiligungen AG, by way of a reverse
merger. As a result of this merger, Finox Befeili-
gungen AG was wound up.

The offering circular (which is only available
in English) contains further information and
can be viewed on the company’s website af
www.ypsomed.com (under Media/Investors/
Corporate Governance).
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Corporate Structure

Ypsomed Holding AG

(Burgdorf)

S :
(Burgdorf) (Grenchen) (Czech Republic) (Burgdgorf)
—
I I I I 1
Ypsomed GmbH feelfree GmbH Ypsomed BV Ypsomed SAS Ypsomed AB
(Germany) (Germany) (Netherlands) (France) (Sweden)
DiaExpert GmbH
(Germany)
-

Listed holding company

Ypsomed Holding AG, which has ifs regis-
tered office in Burgdorf, is the holding
company of the Ypsomed Group. It has a
share capital of CHF 130432870, divided
info 11244213 registered shares with @
par value of CHF 11.60 each. Shares in
Ypsomed Holding AG have been traded on
the principal market of the Swiss Exchange
SWX since 22 September 2004 under Secu-
rity Number 1939699 and Symbol YPSN.
The stock market capitalisation on 31 March
2006 was CHF 2453487276 (previous
year: CHF 1394282412).

Operating organisation

The Ypsomed Group's operating organisa-
fion is based on a parent company structure.
It is divided info the following departments:
Research & Development, Marketfing, Sales

& Corporate Development, Production &
logistics, Human Resources, Quality and
Regulatory Affairs, Finance & IT and legal &
Infellectual Property. The Group management
has put in place operative management teams
for the foreign distribution companies, as well
as for Ypsotec AG. As a rule, two members of
the management of the Ypsomed Group man-
agers sit on the Board of Directors of each
subsidiary.

Shareholder structure

Registered shareholders

There were 5622 shareholders registered in
the Share Register on 31 March 2006 (previ-
ous year: 4947 shareholders). The distribution
of shareholdings is divided as follows:

Number of shareholders
on 31 March 2006

Number of shares (Change from previous year)

1 bis 100 3651 (+704)
101 bis 1000 1805 ([-20)
1001 bis T0000 136 [-3)
10001 bis 100000 26 [-7)
more than 100000 4 (+1)

The shareholder body on 31 March 2006
was constituted as follows:

Shareholder structure according fo category of invesfor
(number of shares)

Private persons Q.7 %
Institutional shareholders 13.3%
Principal shareholder 68.5%
Not registered 8.5%

Shareholder structure by nationality
(number of shareholders)

Switzerland 95.5%
Germany 1.9%
United Kingdom 0.2%
USA 0.2%
Rest of the world 2.2%




Significant shareholders

The principal shareholder is Willy Michel,
Chairman of the Board of Directors of
Ypsomed Holding AG, who held 7700330
registered shares on 31 March 2006.

Mr Michel and offiliated persons together
hold total 7700 330 shares in the company.

The company is not aware of any shareholder
agreements or other significant agreements
between shareholders.

Cross participations
There are no cross participations.

Capital structure

Capital

Ypsomed Holding AG has a share capital

of CHF 130432870.80, divided info
11244213 fully paid up registered shares,
each with a par value of CHF 11.60. Al
shares entitle the holders to receive dividends.

Ypsomed Holding AG does not have an au-
thorised share capital amount. The company
has not issued profit certificates nor partici-
pation certificates. There are no convertible
bonds outstanding, and no options have been
issued for participation rights in Ypsomed
Holding AG or any Group companies.

Contingent share capital

Ypsomed Holding AG has conditional share
capifal totalling CHF 1856 000. The com-
pany may issue fo selected employees

and members of the Board of Direcfors up
to 160000 registered shares, o be paid
up in full, with a par value of CHF 11.60
each. Shareholders’ purchase and advance
subscription rights are excluded. Pursuant to
the Articles of Association, shares and option
rights may be issued at a price below the
stock market value. The company has not
issued any shares or option rights fo date.

Changes in capital to 31.03.2006 pursuant to the accounts of Ypsomed Holding AG produced in accordance with company law

Number Nominal

in thousand CHF of shares value Share capital Capital reserves Retained earnings Total
29.12.03 Founding of Ypsomed Holding AG 2 500 100.00 250 000.00 250 000.00
31.03.04 Net profit 11096 910.20 11 346 910.20
01.04.04 Balance 2 500 100.00 250 000.00 11096 910.20 11 346 910.20
01.07.04 Reverse merger with

Finox Beteiligungen AG 6165915.24 17 512 825.44
28.07.04 Capital increase setfled with

shareholderloan 997 500 100.00 99 750 000.00 117262 825.44
18.09.04 Split 1:8 8 000 000 12.50 117262 825.44
20.09.04 Capital increase/IPO 3016 000 12.50 37700 000.00 165 143 042.21 320 105 867.65
28.09.04 Capital increase/IPO

overallotment 228 213 12.50 2 852 662.50 12 495951.29 335454 481 .44
31.03.05 Net profit 825 726.81 336 280 208.25
31.08.05 Nominal value reduction

CHF 0.90 per share -10 119 791.70 -10 119 791.70
31.03.06 Net profit 1187 206.38 1187 206.38
31.03.06 Balance 11244213 11.60 130432 870.80 183804 908.74 13 109 843.39 327 347 622.93
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Limitation on the transferability of shares

No share certificates are issued for Ypsomed
Holding AG shares. Any shareholder may ask
the company at any fime fo issue a confirma-
fion regarding the registered shares enfered in

the Share Register in its name. Any person val-

idly entered in the Share Register as an owner
or beneficiary is considered to be a share-
holder of the company. Any person acquiring
registered shares or the beneficial entiflement
fo registered shares must apply in writing fo
be enfered in the Share Register. Approval is
given by the Board of Directors, which may
delegate this power. The transfer is then en-
tered in the Share Register. Applicants will be
entered in the Share Register as shareholders
with voting rights, provided they expressly
declare that they have acquired the registered
shares in their own name and for their own
account. If this declaration is not made, the
Board of Directors may refuse the entry. The
Board of Directors may draw up principles for
the entry of nominees and may permit nomi-
nees fo be entered in the Share Register with
voting rights for shares up to a maximum of
5% of the nominal share capital. The Board
of Directors may also allow nominees fo be
entered in the Share Register with voting rights
for shares exceeding this limit if the nominees
disclose the names, addresses, nationality,
domicile and shareholdings of the natural per-
sons and legal entities on whose account they

hold 1% or more of the nominal share capital.
The 5% limit also applies to nominees who are
related o one another through capital owner
ship or voting rights, by virtue of a common
management or otherwise. If a shareholder
has been entered in the Share Register on the
basis of incorrect information, having given
the parties involved the right to be heard, the
Board of Direcfors may remove from the Regis-
fer the enfry as a shareholder with voting rights
and replace it with an entry as a shareholder
without voting rights instead.

Restrictions on the transfer of registered shares
may only be amended by a resolution passed
at the shareholders” meeting with a qualified
maijority of af least 2/3 of the votes repre-
sented and an absolute majority of the nomi-
nal share capital represented at such meeting.

Board of Directors

Members of the Board of Directors

The Board of Directors consists of a minimum
of three and a maximum of five members
elected for a term of office of three years with
the possibility of re-election. The Board of
Directors is self-constituting. All three members
are non-executive members. Mr Michel and
Dr Schéfer belonged to the group manage-
ment of Disefronic Holding AG until April
2003 and March 2001 respectively.

Member Elected until

Name Nationality Year Position since® the AGM in

Willy Michel Switzerland 1947 Chairman of the 1984 2007
Board of Directors

Dr. Dieter Schéfer Germany 1942 Vice-Chairman of the 1992 2007
Board of Directors

Peter Kappeler Switzerland 1947 Member of the 1996 2007
Board of Directors

Prof. Dr. Norbert Thom Germany 1946 Member of the 2005 2007

Board of Directors

*Including membership of the Board of Directors of Disetronic



Willy Michel, Chairman of the Board of
Directors of Ypsomed Holding AG, founded
Disetronic together with his brother in 1984,
They were together, until his brother's depar-
ture from the business in 1995, and thereafter
Mr Michel was alone responsible for the
development, production, distribution and sale
of Disetronic products. Within the context of
the sale of Disefronic to Roche Holding AG

in 2003, Mr Michel bought back the injec-
tion business of Disetronic, which has traded
under the name Ypsomed since then. He has
held the post of Chairman of the Board of
Directors of the Disefronic Group and now
the Ypsomed Group without inferrupfion.

Prior to the founding of Disefronic, Mr Michel
obtained a broad range of experience with
several indusiry and pharmaceutical compa-
nies in the fields of development, sales & mar-
kefing and he was the head of Novo-Nordisk
Switzerland for six years. He was a member
of the city council of Burgdorf for three years.
In addition, he is the owner of several com-
panies, including companies involved in the
fields of art and gastronomy. He is currently
Chairman of the Board of Directors of

BV Holding AG and holds directorships with
various non-isted companies.

Dr. phil. nat. Dieter Schéfer, Vice Chairman
of the Board of Directors of Ypsomed Hold-
ing AG, joined Disefronic Holding AG in
1992 as a member of the Board and as
general manager of all German subsidiaries
of Disetronic at that time, being responsible
for building up Disefronic’s distribution net-
work in Germany. He headed the marketing
of the insulin pump and needle business in
Germany and was very closely involved in the
development of Disefronic products such as
the insulin pump and injection systems. In ad-
dition, he was general manager of Disetronic
GmbH in Kiel and as such responsible for the
manufacturing of medical devices produced
in Germany. Before Dr. Schafer joined Dise-
fronic, he was with Hoechst Germany (now
sanofi-aventis) for twentytwo years, taking on

various functions in the diabetes business and
gathering a broad range of experience in the
research and marketing of insulin and oral an-
tidiabetics. From 1974 to 1992, Dr Schafer
headed the division known as Hoechst
Pharma Germany. Dieter Schafer has a doc-
forate degree in chemistry from the University
of Frankfurt a.M. in Germany.

Peter Kappeler, Member of the Board of Di-
rectors of Ypsomed Holding AG, was elected
fo the Board of Disetronic Holding AG in
1996, when that company went public.

Mr Kappeler took over the operative man-
agement of the BEKB/BCBE in 1992 and
served in this function until 2003, when he
was elected to the Board of the BEKB/BCRE.
He has previously held various management
positions in banking and other industries. He
is also a member of various boards of direc-
fors, associations and foundations, including
Givaudan SA (member of the Board), Cen-
dres et Métaux SA (member of the Board),
Schweizerischen Mobiliar Holding AG [mem-
ber of the Board), Schweizerischen Mobiliar
Genossenschaft [member of the Board) and
Jungfraubahn Holding AG [member of the
Board). Furthermore he is a member of the
foundation Board of the Sommerakademie

im Zentrum Paul Klee and a member of the
management committee of the Trade and
Industry Association of the Canfon of Beme.
Mr Kappeler is an engineering graduate of
the ETH Zirich (dip. Ing. ETH) and a graduate
of INSEAD in Fontainebleau (MBA).

Prof. Dr.rer. pol. Dres. h. c. Norbert Thom,
member of the Board, Ypsomed Holding AG,
since 2005. After studying economics and
social sciences, he became scientific assis-
tant, project manager and private futor at
the University of Cologne, Acting Professor
at the University of Giessen and Professor
af the University of Freiburg, Switzerland,
of management, organization and human
resources studies. Prof. Thom is the founder
and director of the Institute for Organization
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and Human Resources at the University of
Bern and Professor of Business Management
Studies. From 1995-1997 he was Vice-
Chancellor of Finance and Planning and
member of the Board of Governors af the
University of Bemn. From 1997-2000 he was
a member of the Swiss Scientific Board, the
advisory body of the Bundesrat for questions
concerning economic policy. In 2005 he
received an honorary doctorate (Dr. h.c.) from
the Mykolas Romeris University in Vilnius (Law
School, Lithuanial) for, among other things,
confributions to the New Public Management.
In 20006 he received an honorary docforate
(Dr.h.c.) from the Johannes Kepler University,
Linz [Austria), for achievements in the field of

Organization and Human Resources Manage-

ment. Many years of practical experience as,
among other things, organization and human
resources advisor to companies, authorities
and governments. Member of Board of Direc-
tors at Maschinenfabrik WIFAG, Bern. Author
and co-author of numerous fechnical essays
and books; individual publications have been
franslated info 20 languages. Honorary vice-
president of the Swiss Society for Organiza-
fion and Management.

Interrelated companies

Willy Michel, Chairman of the Board of
Directors of Ypsomed Holding AG, is also
Chairman of the Board of Directors of

BV Holding AG, which is traded on the OTC
market of the Berner Kanfonalbank. As at

31 March 2006, BV Holding AG held a fotal
of 92000 shares in Ypsomed Holding AG
(previous year: 163 399 shares), representing
a shareholding of 0.8%. 81699 of these
shares are locked up unfil 21 September
2006. Matthew Robin, CEO of Ypsomed, is
also a member of the Advisory Board of BV
Holding AG and Daniel Kusio, Managing
Director of BV Holding AG, acts as Ypsomed
Holding AG’s Head of Investor & Public
Relations.

How the Board of Directors operates

The Board of Directors holds regular meetings
four times per year and meets on one ad-
ditional occasion per year within the confext
of a strategy meeting with management.

The agendas for the meetings are set by the
Chairman; any member may ask for points

fo be included in the agenda. The members
receive the agenda and the necessary basis
for decision-making 10 days before each
meeting. Any member of the Board of Direc-
tfors may request information about any aspect
of the Group's affairs. Votes and resolutions
within the Board of Directors are taken by
majority decision; if the vote is tied, the Chair-
man, or in his absence the Vice-Chairman,
has the casfing vote. Votes may not be taken
by proxy. Meetings of the Board of Direc-
fors are regularly attended by the CEO and,
depending on the business to be discussed,
by other members of the management.

Given the size of the Board of Directors, it
may advise and decide on all matters in
plenary. However, pursuant to the Organiso-
tion Policy, it may delegate some of its powers
fo a committee of the Board of Directors on

a case by case basis. There are currently no
permanent committees appointed.

Competences

The Board of Directors has certain non-rans-
ferable and inalienable duties according to
Swiss company law. In particular, it defines
company policy and the strategic direction of
the Ypsomed Group, sefs its targets and priori-
fies and allocates the resources for achieving
the targefs set. The Board of Directors defines
the organisation of the Ypsomed Group, su-
pervises business activities, is responsible for
appointments and dismissals and for supervis-
ing the persons enfrusted with management
duties. It also monitors the business activities
of the Group companies and those persons
entrusted with management duties.



Management

The Board of Direcfors has delegated res-
ponsibility for running the company to the
management. The Organisation Policy for the
Ypsomed Group describes their duties and
areas of compefence.

Instruments for information and control

of management

The Ypsomed Group's information and control
instruments comprise management reporting
(quarterly reports) and financial reporting, the
latter of which is based on group account
ing in accordance with IFRS. Comprehensive
consolidated accounts (profit & loss account,
balance sheet, cashflow account) with a

budget comparison, the individual accounts of

all of the Group companies, as well as con-
solidated profit & loss accounts and selected
management sfatistics are compiled on a

quarterly basis. This set of instruments is made
available to the management and to the
Board of Directors every quarter. In addition,
selected financial figures are made available
fo the management on a monthly basis. Fur-
thermore, the Board of Directors and the man-
agement use strategic plonning documents

as management instruments for steering the
company. Responsibility for risk management
and moniforing rests with the management,
which reports on these matters periodically to
the Board of Directors.

The management is responsible for the operative management of the Ypsomed Group within the scope of the

guidelines laid down by the Board of Directors. Its duties are defined in the Organisation Policy.

Several members of the management previously belonged to the group management of Disetronic Holding AG.

At Ypsomed
[or pre-2003 at
Name Nationality Year of birth Position Disetronic| since
Matthew Robin UK 1965 CEO 1998
Dr Christoph Rindlisbacher  Switzerland 1955 Director Marketing, Sales &
Corporate Development 1992
Jirg Clavadetscher Switzerland 1948 Director R&D 2002
Niklaus Ramseier Switzerland 1963 Director Finance and [T (CFO) 2002
Yvonne Miller Switzerland 1969 Director Human Resources 2003
Detlef Jantos Germany 1959 General Manager European Region 2000
Heinz Ackermann Switzerland 1950 General Manager of Ypsotec AG 1097
Christoph Brand Switzerland 1959 Director of Production & Logistics 2004
Dr. Beat Maurer Switzerland 1958 Director Llegal and Infellectual Property,
Secretary of the Board 1992
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Matthew Robin: CEO (and Quality & Regu-
latory Affairs ad interim), with Ypsomed (or
pre-2003 with Disetfronic) since 1998, prior
fo that he held various positions in production,
marketing, sales and general management
for lonza AG in Switzerland and in the USA.
Fducation: Degree in chemical engineering
from Imperial College, University of London.
Member of the advisory board of BV Holding
AG and member of Board at Medisize Hold-
ing AG (Medical side of Gurit Heberlein).

Christoph Rindlisbacher: Dr. med. vet., Mar-
keting, Sales & Corporate Development, with
Ypsomed (or pre-2003 with Disetronic| since
1992, previously worked as a vetferinary
practitioner. Education: Degree and doctorate
in veferinary medicine from the University of
Berne.

Jirg Clavadetscher: Research and Devel-
opment, with Ypsomed (or pre-2003 with
Disetfronic) since 2002, prior fo that he had
responsibility for developments, marketing
and sales in the electrical and telecommunica-
tions industries at Faselec and Ascom. Edu-

cation: Degree in electrical engineering from
the ETH Zurich.

Niklaus Ramseier: CFO, with Ypsomed [or
pre-2003 with Disetronic) since 2002, prior
to that head of finance and confrolling for the
industrial services product line of the Von Roll
Group and various advisory and accounting
functions within a frust and auditing company.
Education: Swiss certified expert for account-
ing and controlling.

Christoph Brand: Production and Logistics, with
Ypsomed since 2004, prior to that he perfor-
med various managerial functions in the areas
of planning, development, mold design and
construction, equipment design and watch parts
and was head of plasfics technology af ETA SA
(Swatch Group). Education: Technical college
degree in mechanical engineering and post
graduate qualification in plastics technology.

Yvonne Miller: Human Resources, with Yp-
somed since 2003, prior fo that responsibility
for human resources at IKEA, X-Media and
Scout24, as well as in training af the Berne
Cantonal Bank. Education: Graduated human
resources specialist.

Detlef Jantos: Disfribution Companies (Con-
sumer Business), with Ypsomed (or pre-2003
with Disefronic| since 2000, prior fo that gen-
eral manager at Disefronic with responsibility
for the distribution of inter alia infusion pumps
and blood glucose monitoring systems, vari-
ous positions of responsibility in the diabetes
sector at sanofi-aventis and sefting up distfribu-
fion organizations for blood glucose monitor
ing systems in various European countries for
Inverness Medical (formerly SelfCare) and Ab-
bott (formerly MediSense). Education: Gradu-
ated as a laboratory assistant, a proven ex-
pert in the pharmaceutical business.

Heinz Ackermann: General Manager of
Ypsotec, with Ypsomed (or pre-2003 with
Disefronic) since 1997, previously produc-
fion manager for the Swatch Group and for
Fritz Lleibundgut AG, head of development
and procurement of testing equipment for the
Swatch Group. Education: Diploma in busi-
ness management, diploma from the IFKS
School of Commerce in Berne and higher
business diploma from the IFKS Berne.

Beat Maurer: Dr. iur., attorney-atlaw, Llegal
and Patents, Secrefary fo the Board of Direc-
fors, with Ypsomed (or pre-2003 with Disel-
ronic) since 1992, prior to that tax and legal
consultant with a trust and auditing company.
Education: Degree in law from the University
of Freiburg i.Ue., doctorate in law from the
University of Beme and admitted to the bar in
the Canton of Berne.



Management contracts

A management confract has been entered
into with Jantos Consulting GmbH which

is headquartered in Herrsching, Germany.
Under this contract, Mr Detlef Jantos, as an
employee of Jantos Consulting GmbH, man-
ages Ypsomed Group's European distribution
network and is responsible for the Group’s
Consumer Business. The contract term is to

30 June 2008 and will be automatically re-
newed every two years thereafter unless it is
terminated. The company is paid a fee in line
with industry standards and an additional per-
formance-related fee based on the business
results of the distribution companies. A total

of CHF 554581 has been paid in the year
under review. There are no other management
contracts in place.

Remuneration

In addition to individual fixed salaries and
fees, the variable remuneration element is
based on a results-related cash payment. Only
part of the Directors remuneration is paid out
to the Board of Directors; the remainder is
credited to a bonus bank and carried over to
the business year.

All payments made directly and indirectly to
the members of the Board of Directors, for the
12-month period ending 31 March 2006
totaled CHF 0.575 million. The highest fotal
payment made to a member of the Board

of Direcfors is CHF 309000. The Board of
Directors’ remuneration is reviewed annually
by the Board.

Mr Michel or his company Techpharma Man-
agement AG has rented the Ypsomed AG
building af the Buchmattsirasse in Burgdorf
(Ypsomed Nord| since 1 January 2006. The
parties signed a renfal contract that provided
for a normal market rent in the amount of
CHF 952 500 + VAT. The rental contract can
be terminated for the first time with 24 months
notice from 31 December 2015. The fenant

has unlimited first right of refusal for the whole
rental period, fo a maximum of 25 years.

In the year under review there was no rent
payment.

The sum of all payments made directly and
indirectly to the members of the manage-
ment, including paid out bonus sums, for the
12-month period ending 31 March 2006

is CHF 2.398 million. The highest total pay-
ment made o a member of the management
is CHF 554 581. Pay and bonuses are re-
viewed annually by the Board of Directors.

No severance payments were made to former
direcfors. During the year under review, a
tofal of CHF 545946 was paid to former
members of the management, two of whom
continue to work for one of the Group com-
panies.

Allocation of shares in the year under review
No shares were allocated in the year under
review. In the course of the IPO in autumn
2004, shares were offered to members of the
Board of Directors, the management and to
other persons within the scope of a “Friends
and Family Programme” at preferential terms
with a discount of 25% on the issue price.
Under this programme, a fofal of 76 688
shares were sold on preferential terms. Half
of these shares had a 12 month lock-up until
21 September 2005, the other half had a 24
month lock-up until 21 September 2006. For
further details reference is made to the offering
circular (only available in English). It can be
viewed on the company’s website at www.
ypsomed.com (under Media/ Investor/Corpo-
rate Governance).
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Share ownership

Non-executive members of the Board of Direc-
tors and affiliated persons held 7716996
shares on 31 March 2006. Executive mem-
bers of the Board of Directors as well as
members of the management and affiliated
persons held 12083 shares. There were no
options held on Ypsomed shares.

The company issued no options on participa-
fion rights in Ypsomed Holding AG or Group
companies.

Executive loans

Willy Michel made a loan to the company
that since then has been assigned fo his
company Techpharma Management AG.
On 31 March 2006, an amount of

CHF 200000000 was still outstanding on
this loan. Interest of CHF 1037751.70
was paid on the loan amount for the period
from 1 April 2005 to 31 March 2006.The
key terms of the loan agreement are: the
loan bears interest at a rate of 0.5% p.a., it
is repayable by 31 March 2010, the loan
cannot be cancelled by Techpharma Manage-
ment AG, but Ypsomed Holding may repay
the loan early at any time. On 31 August
2005 an amount of CHF 18120814 was
paid off.

There are no further executive loans.

Shareholders’ rights of participation

Voting right restrictions and representation
All shareholders who are entered in the Share
Register with voting rights are entiled to vote
af the shareholders” meetfing. Shareholders
may arrange to be represented af the share-
holders’ meeting by proxy. In exercising ifs
voting right, no shareholder may directly or
indirectly amalgamate more than 5% of all
the voting rights in the form of its own shares
and those it is representing. Legal entities and
partnerships which are related to one another
through capital ownership or voting rights or
by virtue of a common management or other-
wise, as well as natural persons, legal entfifies
or partnerships that adopt a coordinated ap-
proach in order to circumvent the restrictions
on vofing rights will be considered as one per-
son. However, the restriction on voting rights
will not apply to the exercise of voting rights
by the company representative, a depositary
representative or the specially designated
independent shareholder representative, nor
to Willy Michel, as more than 5% of all vot-
ing rights were registered to him in the Share
Register at the time the Articles of Association
were drawn up (Art. 16 of the Articles of
Association).

Quorums according to the Articles

of Association

Unless otherwise stipulated by law or by the
Articles of Association, the shareholders’ meet-
ing will adopt resolutions and conduct votes
on the basis of an absolute majority of the
votes cast, excluding blank and invalid votes.
The Chairman will also vote and, if the vote

is tied, he will have the casting vote. The quo-
rums laid down in the Arficles of Associafion
reflect statutory quorums.



Convening the shareholders’ meeting

The shareholders’ meeting will be convened
by way of a letter to the shareholders who are
entered in the Share Register af least 20 days
prior to the meeting, as well as by publishing
a nofice in the Swiss Official Gazette of
Commerce (SHAB).

Agenda items

Shareholders holding shares with a nominal
value of at least CHF 1 million have the right
fo request that a specific matter is put on

the agenda, by specifying the items of the
agenda and the proposals. Such requests
must be submitted in writing to the Chairman
of the Board of Directors at least 45 days
before the meeting.

Entries in the Share Register
Entries in the Share Register will be made until
six days prior fo the General Meeting.

Change of control and blocking mechanisms
In the event of a public takeover bid, the
bidder is required pursuant to Art. 32 of the
Swiss Stock Exchange Act to make an offer
for all of the company’s listed shares as soon
as it acquires shares directly, indirectly or in
concert with third parties, which along with
the shares already held, exceed the threshold
of 49% of the voting rights of the company,
whether exercisable or not [Art. 10 Articles of
Association).

There are no change of control clauses with
members of the Board of Direcfors, manage-
ment and/or other personnel.

Auditors

Term of the mandate and term of office

of the chief auditor
PricewaterhouseCoopers AG in Bemne, and
its legal predecessors, have acted as audi-
fors and group accountants for the Disetronic
Group and its individual subsidiaries since
their formation. They have also acted as

the auditors since the founding of Ypsomed
Holding AG (December 2003) and as group
accountants for the Ypsomed Group and its
individual subsidiaries since the reorganisa-
fion that took place prior to the IPO of shares
in Ypsomed Holding AG on the SVWX Swiss
Exchange in autumn 2004. The current chief
auditor has been in office at Ypsomed Hold-
ing AG since December 2003. The auditors
and group accountants are each appointed
for a term of one year by the shareholders’
meeting.

Auditing fees

The tofal auditing fees charged by the audit-

ing company for Ypsomed Holding AG

and its Group companies in the course of the
year under review amount to CHF 209 000.
Ypsomed Holding and its Group companies

were invoiced CHF 76000 for additional

services.

Instruments for supervision and

control of auditing

The complete Board of Directors undertakes
the supervision and control of the external
audit. The group accountant is in attendance
during the discussion and acceptance of the
consolidated and annual accounts by the
Board of Directors. The group accountant
compiles an explanatory report annually for
the aftention of the Board of Directors. Further-
more, the group accountant writes a manage-
ment lefter which includes comments from the
management and which is presented fo the
Board of Directors.

Ypsomed | 75



INFORMATION FOR INVESTORS

Ypsomed | 76

Information policy

Ypsomed Holding AG maintains an open and
fransparent communication policy fowards
shareholders, potential investors, financial
analysts, the media, and cusfomers, based on
the principle of equality. The company uses
the following instruments: annual report, half-
year report, presentation of the annual results
to the media and financial analysts ahead of
the shareholders’ meetfing, as well as briefing
the media on important events. Responsibility
for communication with invesfors rests with the
Chairman of the Board of Directors who may

delegate this duty to the CEO.

The following banks monitor the development
of the Ypsomed Group:
— Credit Suisse First Boston (www csfb.com),
Mr Christoph Gretler
— Bank Leu (www.leu.com)
Ms Sibylle Bischofberger Frick
— Bank Sarasin & Co. ltd. (www.sarasin.ch),
Mr Samuel Stursberg
— BZ-Bank (www.bzbank.ch)
Mr Patrik Jager
— Helvea (helvea.com) Mr Daniel Jelovcan
— Kepler Equities (www.keplerequities.com)
Mr Florian Gaiser
— Lombard Odier Darier Hentsch
(www.lombardodierdarierhentsch.com),
Mr Christoph Gubler
— Neue Ziircher Bank (www.nzb.ch)
Mr Zubin Dastoor
— Swissfirst (www.swissfirst.ch),
Ms Karin Bendler
— Bank Vontobel (www.vontobel.com),
Mr Patrick laager
— Zurich Cantonal Bank (www.zkb.ch),
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GLOSSARY

Amylin

Hormone produced together with insulin in the pancreas. Accord-
ing fo latest research, amylin complements the effect of insulin in
the treatment of diabetes and allows the blood sugar level to be
controlled more effectively.

Anemia (deficiency of blood)

Anemia occurs for different reasons, but essentially means that
blood does not carry enough oxygen; classic symptoms are pallor,
tiredness, breathlessness and palpitations (heart is beating irregu-
larly or faster or more forcefully than it should, given the level of
activity demanded of if).

Auto-injectors

In autorinjectors, the needle insertion and injection of drug is au-
fomatic. Autorinjectors therefore offer the advantage of a lowered
injection barrier and higher safety features because the needle is
hidden at all times. Auto-injectors are the device of choice for drugs
in mono-dose formulation which are less frequently injected and/or
do not require variable dosing. The immediate injection through
application of the device on the skin also makes auto-injectors par-
ficularly appropriate for emergency drugs [migraine; anaphylactic

shock).

Biomolecule injectables

Biomolecule injectables is a term covering biological therapeutic
drugs which are developed and manufactured using biotechnology.
Such biomolecules cannot be delivered using traditional methods
le. g. orally] as they would be destroyed by the digestive tract and
must use the injectable route of administration.

Blood sugar/blood glucose

In infensified insulin therapy, the blood sugar or blood glucose value
should be measured at least four times a day in order fo adjust the
amount of insulin administered to actual requirements. A person’s
insulin requirements fluctuate over the course of the day due fo the
varying levels of hormones which increase blood sugar, the con-
sumption of food, physical activity or febrile infections. Diabetfics
normally measure their blood sugar levels themselves using a port-
able blood sugar monitor. To carry ouf the measurement, a small
blood sample must first be obtained and placed on a test strip. An
enzymatic reaction within the fest sfrip converts the blood sugar
into a measurable product which is then measured on the basis
of a photometric or electrochemical process and displayed by the
monitoring device.

Blood sugar monitoring/blood glucose monitoring

Blood glucose monitoring refers to home monitoring of blood glu-
cose levels, for example by using a portable glucose monitor. Mon-
iforing is done by the individual or a caregiver on a regular basis.

Cannula
See Pen needle.

Cartridge

A drug reservoir confaining the drug to be administered which is
used with, for example, reusable pens. Some substances need pens
with two-chamber cartridges, which contain lyophilised drug and
diluent that are mixed before use automatically in the pen.

Comepliance

In medicine we talk about the compliance of the patient. This means
that, in many illnesses, for healing to occur the patient needs to have
a cooperative affitude. In the medical sense, compliance can there-
fore be described as sticking fo one's therapy, taking one’s medicine
as prescribed; in short, following the doctor’s orders. Compliance
is particulary important for diabetics with regard 1o taking their
medicine, following a diet or making lifestyle changes.

Diabetes

Diabetes is a chronic metabolic disorder resulting from under-pro-
duction of insulin in the body or from restricted sensitivity of the body
to the presence of insulin. In people with diabetes, the blood sugar is
no longer absorbed from the blood cells in the requisite quantity. As
aresult, there is foo much glucose in the blood (hyperglycaemia,/ex-
cess sugar), which is then secrefed in part via the kidneys. In type-1
diabefes (also known as insulin-dependent or juvenile diabetes) the
body produces insufficient insulin, if any, because most or all of the
insulin-producing cells in the pancreas have become damaged by a
viral infection. It generally develops during a person’s youth and has
to be freated by administering insulin. Type-1 diabetes accounts for
about 10% of all cases of diabetes and, given its clear symptoms, is
generally correctly diagnosed and treated. In type-2 diabetes (also
known as non-insulin-dependent or maturity-onset diabetes), which
is much more common, the pancreas produces insulin, however if
does so in insufficient quantities or with insufficient effect. It is trig-
gered, among other things, by overeating or lack of exercise and
is, therefore, commonly referred to as an illness of affluence. Type-2
diabetes is generally found in people who are over the age of 40
and who carry excess weight. It is initially freated by following a
healthy diet and by taking more physical exercise. Tablets and
insulin injections may be considered in later phases. According
to esfimates, about half of all people who currently have type-2
diabefes are unaware that they have it. If diabetes is undiagnosed
or inadequately treated, this can have serious consequences for the
kidneys, nerves, eyes or blood vessels.

EPO (Erythropoietin)
Natural hormone mainly produced by the kidney which regulates
the formation of red blood cells (erythrocytes) in the bone marrow.

FDA (Food and Drug Administration)
US health authority.

Growth hormone
One of the body’s natural hormones used today primarily fo freaf
growth disorders in young people.

Heparin
Medication with anti-coagulant properties. Anti-coagulant indicates
that a substance delays or stops blood clotting.

Hyperglycaemia

Too much glucose in the blood. Hyperglycaemia (high blood sugar)
can occur, for example, as a result of too high an intake of car
bohydrates and is usually due to insufficient insulin production or
administration or fo reduced sensitivity to the body’s own insulin. It
represents a mefabolic disorder where the unused glucose passes
info the urine and ketone bodies (e.g. acetone) may be formed,
causing overacidity of the blood. Symptoms of hyperglycaemia
include increased thirst, frequent urination, fatigue, slow-healing
wounds and impaired vision. In severe cases, the disease may
lead to nausea, vomiting, a smell of acetone on the breath, the
occurrence of glucose and acefone in the urine and finally o a life-
threatening condition (diabetic comal). To combat hyperglycaemia,
insulin is administered and the intake of liquids increased.

Hypoglycaemia

Too litlle glucose in the blood. Hypoglycaemia (low blood sugar)
occurs primarily as a result of eating too litfle, administering too
much insulin, exireme physical activity or too much alcohol. The
symptoms include among other things increased appetite, head-
aches, weakness, a loss of concentration and blurred vision. It can
be treated by the immediate administration of glucose or drinking
fruit juice. Acute hypoglycaemia can lead to unconsciousness and
requires immediate medical aftention.
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Infertility (Follicles Stimulating Hormone (r-hFSH)

FSH is a gonadotropic hormone (a hormone secreted by the ante-
rior pituitary gland and placenta), which stimulates growth of spe-
cific follicles in females, and activates sperm-forming cells in males.
Used for treating inferfility.

Infusion systems, infusions pumps

Infusion systems or infusion pumps are small, battery-operated de-
vices (about the size of a pager or cell phone) that can replace
insulin injections for patients managing diabetes. An infusion pump
more closely mimics a healthy pancreas by continuously delivering
small doses of insulin around the clock, even while a patient sleeps.
Pump users can also deliver insulin at the touch of a few butfons,
enabling them to control their blood sugar (glucose).

Injection
One-time infroduction of liquid medication.

Injection systems/injection devices
Injection sysfems or injection devices comprise self-injection devices,
such as pens and auforinjectors, and pen needles.

Insulin

Hormone produced in the pancreas which is required by the body's
cells in order to convert blood sugar info energy. Insulin enables
the blood sugar to pass from the blood into the cells. Insulin was
first discovered in 1921 by two Canadians, Frederick Banting and
Charles Besf, and has since been used fo treat diabetes. Today,
it is mostly obtained by means of biotechnological processes and
must be either injected or infused, since it is ineffective if adminis-
tered orally.

Interferon alpha

Substance produced by the body’s own immune system which is
effective against certain viruses and inhibits the growth of tumours.
Alpha interferon is a key drug for the treatment of hepatitis C.

Lantus®

LANTUS® is a long-acting basal insulin analogue used once a day
at the same time each day that is proven to lower basal glucose
levels for about 24 hours. Basal insulin is a ferm used fo describe
the slow, steady release of insulin needed to control blood glucose
and 1o keep cells supplied with energy when no food is being

digested.

Motor-driven injection systems/motor-driven injectors
Motor-driven injectors feature a manual or automated actuation of
injection. They provide controlled injection rates and duration and
thus enable the patient to dose expensive drugs more precisely and
avoid waste. Motor-driven injectors are particularly appropriate for
use by physically weak patients or for the administration of drugs
with high viscosity.

Needle-free injector/needle-free technology

These terms refer to technology that allows to inject a medicinal
product without a needle by imparting kinetic energy to the medici-
nal product, thereby expelling it through a fine nozzle, creating a
jet stream which penetrates the skin.

Oncology
The branch of medicine concerned with the study and treatment of
cancer/tumors.

Pen

Injection device which looks like a fountain or ballpoint pen. The
prescribed dose of medication is set by adjusting a dosage knob
and injected from a carfridge through a cannula into the body.

Pen needle (cannula)

A pen needle is the disposable cannula attached to the fip of the
injection pen, in order fo inject the drug info the body. Ypsomed's
pen needles feature a clickon mechanism, which makes the pen
needle easy fo attach to the pen.

Psoriasis

Psoriasis is an autoimmune disorder that affects the skin, resulting
in the presence of lesions over various areas of the body. The most
common form [accounting for 80% of cases| is plaque psoriasis,
characterized by red, raised skin covered with scales.

®/TM

The ®/™ sign, when used in this document, indicates that the rel-
evanf name is a registered trademark of the relevant pharma partner
of Ypsomed or Ypsomed itself.

Rheumatoid arthritis (RA)

Rheumatoid arthritis is a form of arthritis that leads to inflammation
in the lining of the joints. It is thought fo result from an autoimmune
condifion.

Self-injection devices

When used in this document, selfinjection devices include pens
(disposable, reusable and semi-disposable pens), autorinjectors,
mofordriven injection systems, safety products, and needlefree
technology.

Subcutaneous

Means “under the skin”. Subcutaneous injections are injected info
the fatty tissue under the skin. By use of pens or other injection
systems, drugs can, for example, be administered inframuscularly,
subcutaneously or infravenously.

Thrombosis

Thrombosis is the formation or presence of a blood clot inside a
blood vessel or cavity of the heart. This can result in myocardial
infarction, stroke, deep vein thrombosis (DVT) and pulmonary em-
bolus (a blockage of the pulmonary artery by foreign matter or by
a blood clot).
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