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Gambro in brief

Gambro is a leading medical technology
and healthcare company with more

than 35 years of experience. The compa-
ay has 20,900 employees in 40 countries
working together to deliver critical blood-
and cell-related products and services to
people around the world.

At Gambro we anchor our activities
in three core values: high ethics, a coop-
erative spirit and excellent business per-
formance. These values are the founda-
tion of everything we do and they help

us realize our vision to be the globally
preferred partner among patients and
healthcare providers by delivering world
class blood- and cell-based solutions and
services.

Gambro makes dialysis products, op-

erates dialysis clinics and supplies blood

bank technology worldwide. These three
business fields are formally known as
Gambro Renal Products, Gambro Health-
care and Gambro BCT.

Gambro’s expertise with blood and

GAMBRO IN BRIEF

renal care started when Professor Nils
Alwall invented the first plate dialyzer.
Soon after, in 1964, Gambro was found-
ed when industrialist Holger Crafoord
felt he had to develop and market this
life saving innovation. To further our ex-
pertise we continually invest in research
and development. s

For many people, Gambro is life. We
take that responsibility seriously.

1 Gambro BCT 7%

B Gambro Healthcare 61%
B! Gambro Renal Products 32%

1 Europe 27%
1 United States 54%
{11 Rest of the.world 9%
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VISiON, CORE PURPOSE, VALUES AND BELIEFS

Vision, core purpose, values and beliefs

VlSION To be the globally preferred partner among patients and healthcare provnders
by delivering world class blood- and cell-based solutions and services.

CORE PURPQOSE - To save lives and improve the quality of life for the people we serve.

GAMBRO ANNUAL REPORT 2002



Strategy and objectives

Gambro’s overall strategy and objectives sets the direction and the priorities, defines the
opportunity and risk profile of the entire business portfolio. The strategy is used as the basis
for deciding where to allocate funds to ensure maximum value creation over time.

GAMBRO'S OVERALL STRATEGY

¢ Focus on the three core businesses — renal services, renal products and blood component
technologies and operate from an aligned strategic agenda to allow for profitable growth.

¢ Provide leading capabilities for dialysis care, blood and cell collection and processing
by leveraging on Gambro’s tradition of innovation; strong brands; global organization and
professional and dedicated employees.

» Enhance global scale and presence in selected markets.

* Manage risk and return in existing businesses as well as in selected new growth opportunities.

GAMBRO ANNUAL REPORT 2002 3



T0 GAMBRO’S SHAREHOLDERS

A‘ solid base for future growth

2002 was a rewarding year for Gambro. Revenues increased by 9 percent, currency
adjusted, cash flow improved significantly and profitability is gaining momentum. -
The strengthened position gives us a good base for future expansion, geographically and

in related fields of activity.

Dear shareholder,

2002 was the year when Gambro's shift

from acquired to organic growth proved

to be a fruitful strategy. We increased

our consolidated revenues by 9 percent,

currency adjusted, and gained market

shares in most markets. We have demon-

strated that an operating as well as a

net margin improvement is possible in

a tough environment. We are pleased

to have made significant irhprovements

in our operating cash flow compared to

2001 as a result of increased efficiency

in our service business. ‘ .
The improved underlying pecform-

ance have contributed to a reduced net

debt in a year with a heavy investment

program.
Our actions during 2002 were con-

centrated on regaining stability and pre-

dictability. It was satisfying to be able

to conclude the year without any major,
unexpected setbacks.
‘We have explored and:identified new

"areas for potential growth and made

progress-in obtaining a balance be-
tween the demands of the present and
investments for the future. Qur strength-
ened financial position gives us more
room for maneuver in this regard. This
means that we are now able to conduct
the most extensive investinent program
ever and at the same time reduce our
net debt.

Business achievements
Within Gambro Healthcare revenues
was up by 12 percent, currency adjust-

‘ed, largely due to systematic, step-by-

step improvements in many aspects of

" operations. In particular, average reve-

nue per treatment in the U.S. increased

by USD 15 from 2001 to 2002 despite
unfavorable external factors.

Also in Gambro Healthcare Interna-
tional improx;cment programs were in
place, resulting in a strengthened cash
flow. However, nominal revenues were
affected by developments in Argentina
and, in addition, by economic unrest in
Uruguay. _

In Gambro Renal Products a number
of new products have yielded results.
Our peritoneal dialysis fluid bags,
Gambrosol trio™, the Polyflux™ dialyzer
family, customized synthetic dialyzers,
the new hemodialysis machine, S
Phoenix™, and Serena™, the peritoneal
dialysis cycler, have all been launched
on a large scale during 2002.

The strong growth in demand for syn-
thetic dialyzers has confirmed that our in-
vestments in the shift in technology, from

GAMBRO ANNUAL REPORT. 2002 '




non-synthetic to synthetic dialyzer pro-
duction, was the right strategic decision.
Investments in increased production ca-
pacity for synthetic dialyzers, catheters
and solutions continued during 2002.

A selective expansion into new mar-
kets outside Europe and the U.S. is part
of our growth strategy. In 2002 Gambro
Healthcare and Gambro Renal Products
together entered into the Turkish market
through the acquisition of the Biilten
dialysis center, which includes both
product sales and clinic activities.

Gambro BCT has launched a stream
of new, advanced products during the
year and is successfully shifting focus
from being a dedicated apheresis com-
pany to an advanced player in the fields

of blood bank technology and therapeu-
tic specialties. In particular, our larg-
est R&D effort, the Pathogen Reduction
Technology, PRT, project, made impor-
tant advances during the year. Several
studies indicated the PRT process’ effec-
tiveness in eliminating disease-causing
bacteria, viruses and parasites in trans-
fusion blood.

To realize the full potential of this
break-through technology, a separate
U.S. based company, Navigant Biotech-
nologies, Inc. was established in 2002.
Its objective is to become the global
market leader in the pathogen reduction
market through a unique, safe and effi-
cient technology and strong relationship
with customers. ‘

T0 GAMBRO'S SHAREHOLDERS

The strategic agenda .

The overall Gambro agenda that was !
established in 2000 has by and large -
governed our activities in 2002 as well.
The first items on this agenda were to
establish management and organization
stability, improve operational quality
and to define strategies and programs
and last but not least to execute.

The 2002 objectives were to lever- -
age the improved platform for growth .
and profitability, to define a distinguished
business model as an integrated service
provider, with joint strategic initiatives
and to explore new growth opportunities.
In the coming year we will continue to
map every aspect of our operations in
search for possible efficiency gains and

GAMBRO ANNUAL REPORT 2002 5



TO GAMBRO'S SHAREHOLDERS

new business opportunities. We will

also continue to explore and exploit the

- growth opportunities inherent in the

* combined skills and know-how of our
three business areas. To develop and
translate these synergics into concrete
customer offers is in fact one of our top
priorities and a key factor in the posi-
tioning of Gambro in the future.

The 2003 agenda includes:

" Refine and fine-tune business area strate-

gies. For Gambro Healthcare we stand

firm by the strategy of focusing én or-
ganic growth and increased profitabil-
ity through regional improvement pro-

- grams. Gambro Renal Products will
keep up its capacity investments and
streamline its organization and product
portfolio. Gambro BCT will expand its
blood bank business with a clear road-
map for products and therapies as well

* as markets, including higher growth out-

- side the U.S.

' Further enhance the corporate strategic di-

. rection. On a corporate level, we will con-
" tinue to refine and develop our corpo-

. rate strategic direction over the long-

" term perspective. The first step was

© made 2001/2002. with the change of

focus from acquired to organic growth.
Manage and mitigate critical risk factors.

The p_urpdsc is to further improve the

predictability and stability of the com-

* pany. It is essential for our ability to ad-

* dress future business challenges as well

GAMBRO ANNUAL REPORT 2002

as opportunities that we can operate

in an environment where risks can be
managed and mitigated in a way that
doesn’t disrupt or interfere with normal
business activities.

We expect the regulatory and other
administrative demands on care provid-
ers to remain high worldwide, and we
are determined to leverage from this
challenge in order to minimize future
risks. We have strengthened our compli-
ance organization as well as the aware-
ness of the regulatory environment
throughout the organiiation. We have
continued to reinforce our corporate
commitment to comply with laws and
regulations by a number of brganization-
al measures.

The subpoena secrved on Gambro by

_the U.S. Department of Justice will con-

tinue to be a challenge for the compa-
ny in 2003. We hopé at least to have a
clearer picture of the subpoena, if not a
settlement, before end of 2003.

Outlook 2003

Gambro has entered 2003 with an im-
proved position. Overall, patient growth
is stable in all our markets, with a
growth of about-4 - 6 percent a year in
Europe, the U.S. and Japan and by 10
percent in the rest of the world. With
that in mind, and with a well-estab-
lished global organization, new capacity
for high demand products and new com-
petitive products, we are prepared to

capture these growth opportunities and
also to grow beyond the market. That
should make our 2003 target to increase
revenues by 8 - 10 percent within
reach.

As for earnings, we expect the top
line growth to be transferred down to
the bottom-line. Other main sources for
earnings growth will be reduced cost
per unit through productivity enhance-
ment programs focusing on processes
and platform technalogies, price man-
agement for the product areas and re-
duced time to market for new products.

Ch:i_llengcs and risks do exist in our
business environment. We are active-
ly idchtifying, managing and mitigating
those to increase stability and predica-
bility of the company. - .

" Finally, I would like to thank all
Gambro employees for their excellent
performance and their invaluable contri-
bution to the outcome of 2002.

Soren Mellstig
President and CEO



GAMBRO OVERVIEW « BOARD REPORT

Gambro overview 2002

The Board of Directors and the Presi- . Products, which carries out the develop- Comments on the financial performance
dent of Gambro AB (publ), Corp. Reg. ment, manufacturing and sale of dialysis of the Group are provided.-in the rela-
No. 556041-8005, domiciled in Stock- equipment; Gambro Healthcare, which tion to the income statements, balance
holm, hereby submit their Annual Re- provides dialysis care; and Gambro BCT, sheets and cash flow statements.
port and consolidated financial state- which develops, manufactures and sells o
ments for fiscal year 2002. equipment for collecting, purifying and Branch offices outside Sweden
The operations of the parent com- storing blood components. The finan- The Group has branch offices in three
pany, based in Stockholm; consist of cial performance, business conditions countries. Their effect on the Group's:
Group management functions. The and anticipated future development of earnings and paosition is insignificant.
Gambro Group conducts operations cach business area are described on the The parent company does not have any
in three business areas: Gambro Renal following pages in this Annual Report. branch offices outside Sweden.

GAMBRO ANNUAL REPORT 2002 7



BOARD REPORT « THE RENAL MARKET

The renal market

About 1.2 million individuals in the world with chronic renal failure receive
dialysis treatment. They can survive only when supported by regular dialysis treatment
or when given a kidney transplant. -

The number of people receiving renal
care is increasing by an average of 6 - 7
percent each year.

This is driven by a number of factors:
O An ageing population, which is in-
creasingly more prone to kidney failure.
o Increased incidence of welfare
diseases like diabetes and hypertension
that may lead o kidney failure.

o Increasing resources to treat kidney
failure in emerging markets.

o Improved treatment of End Stage
Renal Disease increasing patient life
expectancy. ' ‘

The rép{d development of renal care has
‘resulted in 2 world industry providing
dialysis treatements, related services and
~ products. S :
Dialysis is expected to remadin as the
dominant treatment for End Stage Renal

8 GAMBRO ANNUAL REPORT 2002

Disease. The only alternative today -
kidney transplantation - is precluded for
most patients by the shortage of donor
organs.

Dialysis service market

The global market for dialysis service
amounts to about SEK 316 billion (USD
36 billion), and the number of dialysis
patients is growing steadily by about 4
- 6 percent a year in Europe, the U.S,
and Japan and by 10 pefcent in the rest
of the world. The mortality among the
patients is high, due to their rather high
age and the fact that they often are suf-
fering from other diseases.

SERVICE CUSTOMERS

The customers in the renal care industry
are the dialysis patient who receive the
treatment and the payer, whether it is

the government, an insurance company
or a managed care organization.

SERVICE COMPETITORS

The worldwide renal services market

is fragmented with the top 10 provid-
ers treating less than one-quarter of the
patients. In the U.S. four major dialy-

sis chains account for more than 60 per-
cent of the market.

SERVICE MARKET TRENDS

An increasing number of countries are
permitting private dialysis clinics, a
trend that favors industry growth.
However, in most major markets, some.
sort of governmental health insurance -
program provides financing for the vast
proportion of dialysis treatments.

* After several decades of increasing re-

sources being directed to health care,




government policies of the western
world are now characterized by efforts
to cut back on expenditure. Prices are
strictly regulated, while costs for per-
sonnel and vital pharmaceutical prod-
ucts are increasing. Furthermore, the
u.s. market for certain pharmaceuticals,
such as EPO (used to treat anemia) is
strongly limited, with only one supplier.
Continuous rationalization is therefore
imperative to the industry.

SERVICE MARKET OUTLOOK
While continuous, high and stable mar-
" ket growth can be anticipated in the
foreseeable future, the renal care indus-
try’s future earnings performance is de-
pendent to a significant extent on reim-
bursement systems and economic
growth in national markets, healthcare
policies, forms of financing as well as
healthcare traditions. In the largest mar-
ket, the U.S,, the dialysis providers are
faced with a challenging business cli-
mate. Gambro does not expect any com-
posite rate increases in the U.S. for its

Medicare patients in 2003. The majority
of Gambro’s patients are compensated
by Medicare.

Dialysis product market

The market for renal care products is
characterized by a stable year-on-year
increase that is essentially unaffected by
cconomic fluctuations. The total value of
the market is approxifnatcly SEK 57 bil-
lion (USD 635 billion). The market is sub-
ject to some price pressure.

PRODUCT CUSTOMERS

Outside the U.S., the customers for
renal products companies are mainly
public hospitals, as the world market for
dialysis is still very regulated. Private in-
ternational dialysis chains, local dialysis
clinics and hospitals are also important
customers. Gambro Healthcare is one of
Gambro Renal Products major custom-
ers. About 10 percent of Gambro Renal
Products’ output is sold to Gambro
Healthcare. Gambro Healthcare buys
more than 80 percent of the dialysis

THE RENAL MARKET « BGARD REPORT

products used in the clinics from Gambro
Renal Products..

PRODUCT COMPETITORS

In the segment for renal care products,
the three largest companies, German
based Fresenius Medical Care, U.S. com-
pany Baxter and Gambro, combined
have two-thirds of the market.

PRODUCT MARKET TRENDS

For renal products, industry trends
point to further globalization and con-
solidation, from many local and regional
players to three big, global companies
with some 70 percent of the market.
Innovation will be a battle on many
frontiers, with a shift in product and
marketing focus towards therapies, care
systems and solutions, and away from
single products. A changing customer
landscape will also pose new challenges
in marketing, branding and customer
relations.

Hi Gambro 16% 1 Baxter 23%
it Fresenius Medical Care 26%

1 Europe 21% {H Japan 18%
Hi United States 25%
1 Rest of the world 36%

GAMBRO ANNUAL REPORT 2002
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BOARD REPORY « GAMBRO HEALTHGARE

Gambro Healthcare

¢ Focus on organic growth and value-added services
e Strong revenue increase, driven by 6 percent same store treatment growth in the U. S
* Revenue per treatment in the U.S. increased and improved the earnings

Financial performance

In 2002, Gambro Healthcare experi-
enced a strong organic growth, mainly
in the U.S,, driven by 6 percent same
store treatment growth, improved treat-
ment mix and solid pharmacy revenues
in U.S. clinics.

Revenues increased ‘by 4 percent to
MSEK 16,872 (MUSD 1,736), a currency-
adjusted increase of 12 percent.

Operating earnings before depre-
ciation and amortization, EBITDA, in-
creased by 8 percent to MSEK 2,500
(MUSD 257), while the EBITDA margin
improved to 14.8 (14.2) percent as a re-
sult of effective regional improvement
programs.

Days billing outstanding, DBO’s, de-
creased as a result of notable collection
experience in the U.S.

In line with the selective acquisition

{1 Gambro Heatthcare 51%

GAMBRO ANNUAL-REPORT 2002

strategy only 5 clinics were acquired, 10
clinics divested and 21 new clinics were
opened during 2002.

Gambro Healthcare US

Average revenues per treatment in the
U.S. improved to USD 252, a year-on-
year increase of USD 15. The good per-
formance is due to improved treatment
mix, with more acute and peritoneal
dialysis treatments and solid pharma-
cy revenues, in line with a specific im-
provement program. The average reve-

nue per treatment was also affected by a -

strong ramp-up in the billing from Lab-
oratory Services reaching USD 9 per
treatment at the end of 2002..

Labor costs per treatment increased
by 5 percent. The margin was also af-
fected by a general EPO price increase
of 3.9 percent as from January 1, 2002,-

Il United States 91%
i Europe 8% M Restof the world ¢

partially offset by volume rebates and
no increase in general Medicare re-
imbursements this year.

The strategic direction of providing
value-added services resulted in a new
agreement with American Access Care
and Philadelphia Vasculdr Institute to
develop interventional radiology centers
in the Philadelphia, Pennsylvania and
New Jersey areas. In these centers, in-
terventions will be made by angioplasty
to correct stenosis, a treatment aimed at
patients with End Stage Renal Disease.
The first center, in Philadelphia, was .
opened in August 2002, :

SUBPOENA

Gambro Healthcare Inc. has not receiv-
ed any claim from the U.S. Department
of Justice, in the connection with the -
subpoena received in June 2001. For a.




more detailed description of the current
status of the Government investigation,
please refer to Note 31, in this Annual
Report. The legal fees and other costs
of collecting information requested,
amounted to MSEK 83 (MUSD 8.5) for
the full year 2002 (MSEK 99).

Gambro Healthcare
International
The nominal revenue development for
Gambro Healthcare International was
primarily affected by the devaluations in
Argentina and Uruguay, where Gambro
operates 35 dialysis clinics. Other mar-
kets, such as Portugal, Spain and Poland
showed 2 particularly good develop-
ment.

Several country improvement pro-

GAMBRO HEALTHCARE « BOARD REPORT

grams were in place during the year,
both in Europe and South America, fo-
cusing on improving operational per-
formance, organic growth, quality out-
comes and efficiencies in labor and
capacity costs. Measures led to improve-
ments in cash flow.

In August, Gambro agreed to acquire
all shares in the Biilten dialysis center in
Turkey, including the country’s biggest
dialysis clinic in Ankara.

1n November, Bo-Inge Hansson was
appointed President of Gambro Health-
care International. He assumed his new
responsibility on January 1, 2003. Previ-
ously, he was President of Gambro Renal
Products Asia, headquartered in Hong
Kong. '

Development
Gambro is working long-term to discov-
er new efficient forms of cooperation
between the company’s different prod-
uct and business areas, for example ex-
ploiting synergy effects in the systems
for handling patient and process data.
During the first quarter 2002 success-
ful pilot tests of Yendor Managed Inven-
tory, VMI, took place at Gambro
Healthcare clinics in Sweden. The VMI
concept is a result of collaboration be-
tween Gambro Renal Products and
Gambro Healthcare International. The
pilot tests showed that the product
stock could be reduced by about 50 per-
cent at the clinics, resulting in signifi-
cant cost savings. VMI was fully imple-
mented in Sweden and Hungary in 2002,

GAMBRO ANNUAL REPORT 2002 11
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BOARD REPORT » CARE QUALITY

Highest quality of care for higheSt quality of life

Dialysis is a life-sustaining treatment. This fact places huge responsibilities on Gambro to deliver
the best possible products and services. Gambro meets these demands through a corporate
culture that is characterized by a high level of innovation, efforts at education and training and

by capitalizing on the expertise and motivation of all employees.

For Gambro Healthcare it’s essential to approach is _x"éﬂccted m a phildsophy cal-

be a world-class provider of renal care led CARE3, which is designed to ensure
by combining caring, skilled, well-trained the best in c_mployéc care, patient care
employees with the latest in medical and business.care.

best practices, information technology A well-established team approach en-
and efficient operational processes. This sures that patients receive holistic care

14 GAMBRO ANNUAL REPORT 2002

that helps them achieve the highest quali-
ty of life possible. Gambro Healthcare's
clinics not only provide dialysis therapy.
- social workers and dieticians also ad-
dress the practical lifestyle needs of pa-
tients and their families. i




‘Education and employee
development :
Even the very best technology can’t
guarantee optimal patient care. It is the
people applying the technology who
make the difference. This applies par-
ticularly to dialysis clinics Whére'profes-
‘sionalism and dedication are crucial to
successful patient outcomes.

Gambro Healthcare is committed to
attracting and retaining the very best
employees to provide the very best care.
The responsibility and authority to cre-
ate successful clinics are in the hands of
those who deliver the care. The compa-
ny ensures the professionalism and com-
mitment of clinical and support staff .
through training programs that lead the
industry.

Nurses and other care givers new to

dialysis receive intensive training in lab- .

oratories that simulate real dialysis clin-

ics. Clinical cdmpctcncy tests verify that
new employees perform procedures cor-
rectly and understand dialysis processes.
Nurses and other care givers with previ-
ous dialysis expcrie‘nce'must pass an en-

trance exam and demonstrate their clin-
ical competence, before being accepted
by Gambro Healthcare. Highly qualified
Medical Directors provide clinic-level
leadership to help ensure that the care

_delivered reflects best medical practices.

* Within the Gambro Healthcare phi-

losophy, programs reward employees for

meeting and exceeding key clinical per-
formance indicators, foster employee
input into decision making and provide
tools that help clinics improve.

“Information Technology

Technologies such as the web-based
Renal Information Management System
are used. The system collects, sorts and
translates patient outcome data to help
care givers provide optimal patient care.
Clinicians use the information when mak-
ing decisions ‘on issues such as adequa-
cy, anemia,_ostcodyétrophy, nutrition and
vascular access. In addition, a web-based -
user interface gives healthcare profes-
sionals easier access 10 Gambro's systems
for clinical information, quality assurance
analysis and financial management.

CARE QUALITY » BOARD REPORT

Gambro Healthcare IT systems and tools
are a crucial element in the company's
commitment to quality control. They
not only help determine how well clin-
ics meet key performance indicators,
they also give the data needed to contin-
uously improve treatment quality.

Gambro’s patient outcomes
The patient outcomes vary between
countries due to healthcare policies,
forms of financing as well as healthcare
traditions.

During the year, Gambro Healthcare
has initiated a number of initiatives to
further improve patient outcomes,
some as a part of Gambro’s Six Sigma
project, including mapping of the dial-
ysis process, adequacy of the dialysis
treatment, anemia and osteodystrophy
management, etc. The purpose of the
project is to find optimal dialysis proc-
esses to improve outcome and operat-
ing efficiencies. This should be possi-
ble as there are variances in the dialysis
process and the actual treatment, due
to local praxis.

GAMBRO ANNUAL REPORT 2002 15



BGARD REPORT » GAMBRO RENAL PRODUCTS

‘Gambro Renal Products

* Newly launched products are gaining ground
~» Capacity expansion for high demand products
* Focus on increased effectiveness

Financial performance
B Gambro Renal Products’ revenues 2002
increased by 6 percent (currency-adjust-
ed 8 percent) to MSEK 10,212 (MUSD
1,051), including strong growth for syn-
thetic dialyzers, BiCart, a dry concen-
trate for hemodialysis, and the new PD
fluid, Gambrosol trio. Internal sales
showed good growth and were up by 42
‘percent, clirrency adjuétcd, compared
to 2001. On a comparable basis, growth
was 14 percent currency adjusted. The
diffcrencé is made up of internal sales of
spare parts that historically have been
accounted for net.
" The revenue growth is a result of
the launch of a new product portfolio
in combination with increased capacity
and geographic expansion. '
European sales showed favourable

gi'owth in most markets, especially
markets like Italy, Benelux, Scandinavia,
Portugal and France. In the rest of the
world the U.S., Brazil, Australia and

Japan showed a strong development.
Gambro Renal Products and Gambro
BCT’s combined operating earnings
before amortization and depreciation
(EBITDA) was stable at MSEK 2,293
(MUSD 2306).
The EBITDA margin, reached 19.0 (20.0)
percent.

Product launches
In the previous year Gambro Renal
Products launched new or upgraded
products in all major product categories;
peritoneal dialysis, PD, hemodialysis, .
HD and renal intensive care, RIC.
During 2002 the new products were
successfully established on the markets.
In 2002 Gambro Renal Products
launched a new biocompatible surface
treatment, the Dolphin coating. The
Dolphin coating results in a reduced
risk of clotting and clotting deposit on
catheters, resulting in higher safety for
patients.

. 1 Gambro Renal Products 32%

16 GAMBRO ANNUAL REPORT 2002

- Strategic acquisitions .

In 2002 Gambro entered the renal mar-
ket in Turkey through a strategic acqui-
sition of an operation including both
product sates and clinic activities. With
the acquisition, Gambro obtains an
immediate and strong market position
with a market share of 10 - 12 percent
for dialysis products.

In November a medical fluids pro-
duction plant was acquired from the
South Korean company Green Cross
Ltd. The plant is 2 major supplier to
Gambro in South Korea. The acquisition
will provide local sourcing of concen-
trates for hemodialysis'and a base for
production of solutions for peritoneal
dialysis for the Korean and Asian mar-
kets. Gambro is thereby strengthening
its position in Asia as a leading provid-
er of products and systems for dialysis.
The production unit has about 50 em-
ployees and will initially serve the Kore--
an market. '
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BOARD REPORT « GAMBRO RENAL PRODUCTS

Capacity expansion

Gambro Renal Products is investing -
héavily in new capacity. New produc-
tion facilities for synthetic dialysers in
Hechingen and dry dialysis concentrates
in Lund were opened-during the fall
2001 and the production was gradually

ramped up in 2002,

During 2002, the construction of
two new plants for manufacturing of

GAMBRO ANNUAL REPORT

2002

synthetic dialyzefs in Hecl‘lingen,_
Germany and Mcyzie_u‘,'France, was in
progress. The plants will be ready for
production in the first half of 2003,

The construction and cxpans;bn of
production facilities for solutions have
been initiated in Italy-and the U.S., and
the production is'expected to be up
and running in 2003:2004. ' v

Dry concentrates as well as synthetic

dialyzers are products of strategic
importance to Gambro. Both segments ‘
are growing quickly. In total, the capaci-

ty, including all recent and planned
investments, will be increased by 14.5
million synthetic dialyzers per year and

the capacity for dry concentrates will

be doubled.
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The blood market

Wor!dwnde more than 70 mslhon units of blood are Collected annually, either in the form of whole
blood or by harvestmg specnf c blood components. Blood plays an important role in patuents
undergomg surgery, for cancer patlents and hemoph|l|acs

The global blood market is driven by a
worldwide shortage of blood and blood
components, due to a shortage of donors
and strict deferral guidelines. There is
also a continuing demand for increased
safcty in the world’s blood supply as
well as a constantly growing demand for
red blood cells and for platelets, plasma,
stem cells and immunocomponent cells.

The blood bank

technology market

The blood bank technology market is
defined as the market for pro_ducts and
services that enable blood centersto
collect, purify, and store blood compo-
nents. These products include automatic
and manual collection products, apher-
esis technology, filters for removal of
white blood cells from red blood cells,
IT apphcatlons for blood ccntcrs/blood

banks, methods of punfymg blood from .
*. tem automates the process of separating

bacteria and viruses, and sterile solu-

'tid;\s in collection bag sets. The global

market for blood bank technology ap-

" proached SEK 10.5 billion (USD 1.2 bil-

lion) in 2002 and is growing by 5-6 per-
cent a year.

‘Gambro BCT focuses primarily on

the following areas within blood bank
technology:
© Automated Blood Component Collection

: »(wnereby blood components are collected
" automatically): The market for automated

blood collection is growing by about 6
percent a year, and amounted to approx-
imately SEK 2.7 billion (USD 0.3 billion)
in 2002. Gambro BCT’s Spectra and
Trima sj'stcms are key systems in this
market. :

O Automated separzition of manually collected
whole blood: More than 42 million whole
blood donations.are made yearly. _
Gambro's newly launched OrbiSac sys-

I Gambro BCT 40%
1 Baxter 27%
8t Haemonetics 28%. KI Temmo 5%
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112 Gambro BCT 58% 18 Fresenius 6%
tH Haemonetics 4% "t Baxter 11%
thOther21% .

manually collected whole blood. This is
a newly approached market for Gambro
of about MSEK 400 (MUSD 45).

CUSTOMERS
Blood banks and blood centers are
organized differently throughout the
world. They are typically community
owned, not for profit institutions.
Gambro BCT’s blood center custom-
ers are dealing with the challenges of
budget limitations, a decreasing number
of qualified donors, an increasing de-
mand for blood components, an in--
creased demand for costly blood testing
and other safety improvements, as well
as increased scrutiny by government
regulators. New technologies designed
to collect more blood components from
fewer donors, under automatically con-

 trolled conditions and better blood pu-
. rification processes will help the blood

centers.




GAMBRQ'S POSITION

For two decades, Gambro BCT has been
the market leader in automated collec-
tion of blood componénts using apher-
esis technology - a sub-segment within
the blood bank technology field. Gambro
BCT’s current market share is about 40
percent. Since 1999, the company has
broadened its focus within blood bank
technology. This is due to the fact that

the market, including products for blood ‘

collection and processing and blood
purification, is considerably larger and
growing more rapidly than the market
for apheresis alone. )
 As Gambro BCT broadens its oper-
ations, the company facés a fairly un-
changed competitive landscape.

Witbin the blood bank tecbnology field,
the competition includes:

"0 Baxter, in partnership with Cerus and

Asahi.
o Haemonetics Transfusion Technologies, in
partnership with Vitex and Cerus.

"0 Fresenius Hemocare, whose strengths in-

clude apheresis products in Germany.
o Terumo, controlling a major part of the
Japanese market for manual collections.
O Pall, being the worldleader in leukore-
duction filters.

Market for therapeutic
specialties ‘
T hﬁtapeuti_c. specialties include blood

- plasma replacement, cell based immuo-

THE BLOOD MARKET + BOARD REPORT

At Lundatappen, one of Gambro

BCT's customer in Sweden, the Trima i
Automated Blood Component System is
installed. The Trima is a transportable, .,
automated system that separates who!
bload into its major components, - red
blood cells, platelets, and plasma. Ann-
Margret Svérd-Nilsson is connecting
Jozkim Jagorstrand, Gambro BCT .
employee and blood donor, to the Trim,
in order to collect platelets from him.

therapy and stem cell therapy, which in-
volves collecting stem cells prior to
ablative treatment and then reinfusing
them after the treatment. The latter two
are rapidly growing markets. Gambro
BCT’s main product used for this pur-
pose is the COBE Spectra® Apheresis
System, a system that supports a broad
range of cellular and plasma therapies
for the treatment of cancer, congenital
and immune disorders.

Gambro BCT focuses primarily on

the following areas within therapeutic
specialties:

© Therapeutic apheresis: A process remov-
ing disease.mediators or disease carry-
ing media from the patient as a thera-

. py ot therapy support. The therapeutic

apheresis market amounted-to around
MSEK 940 (MUSD 107) in 2002 and is
expected to grow by 3 - 4 percent per
year.

o The celi therapy market: The treatment of
various forms of cancer is progressing
rapidly. In the area of stem cell therapy
new chemotherapveutic agents and new
dose-intensification protocols are being
developed to combat this disease. The
cell therapy market (only products) had
a total value of MSEK 300 (MUSD 34) in
2002 and is expected to reach an annu-
al growth of 10 percent. Gambro BCT is
the leader in peripheral blood stem cell
collections.

CUSTOMERS

Gambro BCT’s customers in the thera-
peutic specialties area are hospital
based therapeutic and cell collection
programs, blood center and third party

- therapeutic and cell collection pro-

grams. The users are often therapeutic
apheresis nurses and cellular special-
ists. Physician prescribers are hemato-
logists, nephrologists, oncologists, and
other internal medicine speéialists.
Other users of the products and sys-
tems are cell based immunotherapy
companies. ‘

GAMBRO'S POSITION

Gambro BCT is the leader in the thera-
peutié apheresis market, with-a market
share of 58 percent. Baxter, Haemonet-
ics and Fresenius are also active within
the therapeutic specialties field, besides
a large number of niche players.

Market outiook

The industry is experiencing a consoli-:

dation into large centralized institutions -

or nation-wide alliances. The custom-

er challenges - shortage of qualified do-
nors and increased cost to recruit do--
nors - is driving the demand for sophisti-
cated products and systems to increase
productivity. in the blood centers. The
focus on safety of the blood supply will.
continue and the new market of path-
ogén reduction wﬂl play an important:
role in the future: "

GAMBRO ANNUAL REPORT 2002
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- Gambro BCT

. Frdmﬁ aphéresis towards advanced b}ood b'ank technology
» A stream of new innovative products were launched in 2002

Financial performance

The business area’s revenues 2002 in-
creased by 3 pcrceht (currency adjust-
ed 8 percent) to MSEK 1,879 (MUSD
193). Sales in the U.S., which account
for more than 60 percent of revenues,
increaseéd with 6 percent. European
sales showed favorable growth in most
markets, especially major markets like
France, Spain and the UK. In the rest
of the world Brazil, Australia and Japan
showed strong development.

Gambro BCT and Gambro Renal
Products combined operating earnings
before depreciation and amortization
(EBITDA) was flat, while the EBITDA
margin reached 19.0 percent compared
to 20.0 percent in 2001. The increased
investements in Gambro BCT’s research
project for Pathogen Reduction affect-
ed the margin negatively. An impairment
charge of MSEK 49 (MUSD 5) related to
Gambro’s technology investments in El-
igix was recorded in 2002, with a nega-

. tive impact on the EBIT margin.

£1 m Gambro BCT 7%
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Product launches

"'In 2002 Gambro BCT launched the

Trima Accel Automated Blood Collec-
tion System, which expands the benefits
of the Trima system. Trima Accel’s supe-
rior single stage blood separation tech-
nology gives blood centers greater flex-
ibility through exceptional collection
efficiency. Trima Accel reduces the col-
lection procedure times by up to 20 per-
cent and allows blood centers to greatly
increase the productivity from their ex-
isting donor base.

In 2002 Gambro BCT received clear-
ance from the U.S. Food and Drug Ad-
minisiration, FDA, to market the infor-
mation system Vista - its latest advance
in blood center software technology.
Vista is designed to help blood centers .
manage business processes and infor-
mation associated with automated blood
collection. Vista will allow Gambro's
customers to dfamatically increase busi-

-ness productivity while improving their

level of donor care and safety. The Vista

system makes Gambro BCT a pioneer
and a leader in the rapidly developing

" blood collections software market.

The TLR red cell filter, manufactured
by Pall Corporation was approved for
use by the FDA. The filter will be incos-
porated into both the Trima platelet,
plasma, and red cell disposable set and
into the Trima red cell, plasma disposa-
ble set. The TLR red celi disposable sets
enable Gambro BCT to enter the grow-
ing market segment of leukoreduction of -
red cell components. ‘

Key achievements

An important agreement was signed
during 2002 to implement Trima Auto-
mated Blood Collection technology in
The American Red Cross Blood Regions
throughout the U.S. American Red Cross
collects and distributes nearly half of
the U.S. blood supply, collecting over
six million units of blood annually. More

.than 1,200 Trima systems are -now in op-

eration worldwide.
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The Trima system is using a centrifuge to perform apheresis. The machine will draw blood into the machine by using pumps. The blood will then flow into a channel
in the centrifuge. Centrifugal force separates the blood components into layers depending on the specific weight of the components. Inside the centrifuge there are
tubing in the different layers of blood components. Tubings placed where the blood components layers are makes it possible to separate the blood components
with a very high accuracy. The components are then led by specific tubing either to a collect bag or back to the donor/patient.

Gambro BCT was also awarded a thréc-
.year contract to supply the National
Blood Service of the UK., NBS, with
apheresis products and solutions.

-Evolution of component
collection
Gambro BCT is working closely with
custorxiers to help them achieve the
next step in blood collection - Total
Component Management, TCM. Blood
banks are increasingly challenged to -
provide the right blood components,
at the right time, in the right amounts.
These requirements are difficult to
achieve due to growing challenges; the
most recent of which includes Creuzfeld
- Jacobs disease, and West Nile Virus.

TCM improves the blood centers’
ability to meet demands through more
efficient management of scarce donor
resources. Instead of the blood supply
dictating availability, blood centers-can
now better manage their inventories
using the Trima technology and Vista In-
formation System.

In 2002, a donor management pro-
gram was developed. E!cm‘ents‘of the
pkog'ram include blood center assess-

ment, customized recommendations
based on the center assessment, stra-
tegic planning and goal setting, and
project planning implementation to in-
clude staff and donor education and out-
comes monitoring.

Pathogen Reduction
Technology

Gambro BCT has originated a unique
technology, Mirasol Pathogen Reduc-

" tion Technology, PRT, that uses light and

riboflavin to alter the nucleic acids of
pathogens, rendering them inactive. PRT
is the first single technology to inacti-
vate pathogens in all three major blood
components: red blood cells, platelets
and plasma. -

" During 2002, the project proceed-
ed according to plan. MSEK 187 (133)
in total was invested during the year.
This yielded significant refinements to
the technology culminating in the first
human clinical study for the patho-
gen reduction of platelets. Gambro esti-
mates that the first PRT application for
platelets will be available on the Euro-
pean market by 2005 and in the U.S. by
2006. S '

Several milestones in connection with
PRT were recorded in 2002:

O A separate, U.S. based company for
the technology was established, named
Navigant Biotechnologies, Inc. The
company'’s objective is to attain global
market leadership in the pathogen re-
duction of platelets, red blood cells and

‘plasma through its break-through tech

nology.
0 Navigant Biotechnologies and its stra-
tegic partner, Sangart Inc., demonstrat-
ed the pathogen reduction efficacy of
PRT in the preparation of Sangart’s oxy-
gen transport agent Hemospan. The PRT
technology is used to inactivate viruses
potentially infecting the red blood cells
used to produce Hemospan.

0 Navigant Biotechnologies and its
cooperative R&D partner, Walter Reed
Army Institute of Research also released
preliminary study results demonstrating
the effectiveness of PRT for neutralizing
malaria in donated blood products. An-
other similar series of studies indicated
that the same technology is also effec-
tive in inactivating West Nile Virus from
infected units of platelets, plasma and
red blood cells. i

GAMBRO ANNUAL REPORT 2002
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Gambro BCT is extending its bleod bank and automation expertise to its customers by’

; offering the OrbiSac system for buffy coat processing..Conventional production of buffy

coal derived platelets requires multiple manual process. The OrbiSac system automatically
: pools and rinses up to six buffy coats, centrifuges the poored buffy coats, expresses the

‘platelet toncentrate thmugh an in-process leukoreduction filter and seals the product tor

storage. This means a more efflcrent rehab!e ‘and oost effective solution to the buffy coat

pmcessmg challenge. F
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A platform for world leadership

Research and development‘ is a prerequisite for Gambro to achieve its overall objectives,
which are to save lives and improve the quality of life for the people we serve. During 2002
Gambro invested MSEK 661 in research and development.

During 2002, Gambro invested a total of
MSEK 661 (MUSD 68), of which- MSEK
157 is capitalized development costs, in
research and development compared to
MSEK 618 in 2001 (MSEK 195 of these
are capitalized development costs),
which corresponds to 2.5 percent (2L4)
of operating costs. 5.4 percent (5.4) of
the total product business area revenues
was invested in research and develop-
ment activities.

Current research in renal care
A large number of projects related to
renal care are currently under way in
areas including the following:

© Mapping and optimization of the dialysis

GAMBRO ANNUAL REPORT 2002

process. Dialysis treatment is a complex
process that involves close interaction

“between people and technology. Gambro

is.systematically. mapping all the compo-
nents in the treatment process, includ-

.ing both the medical aspects, the prod-

ucts and the work flow at the clinics.
The operations at the clinics provide a
starting point for identifying areas in
which the development of products and
methods should be prioritized. Mapping
of the dialysis process has led to the de-
velopment of several concepts aimed at
making it easier for the user to perform
the treatment. As a result of new sys-
tems under development, all processes
involved in the actual dialysis treatment

will become simpler and less time-con-
suming for staff and patients.

o Sensors and decision-support systems.
Research is continuing the work to de-
velop systems that help clim'éians ‘en-
sure delivery of optimal treatment for
each patient. This includes sensors and
systems for measuring parameters such
as delivered treatment dose and blood
access flow. .

0 Biocompatible materials and dialysis fluids.
The objective-in this area is to continu-
ously improve the biocompatibility of
products, that is, to subdue the body’s
reactions to foreign materials and fluids.
In addition to continued work to improve
the surface properties of medical devices,
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Kerstin Pfister and Ute Biesinger both works at the Membrane & Device Research department in Hechingen. They create and develop membranes, «
dialysers and catheters among other things. The new biocompatible surface treatment, the Dolphin coating, for catheters is made here.

a number of clinical studies on dialysis
fluids in peritoneal dialysis as well as
hemodialysis have shown continued
improvements in biocompatibility, con-
firming Gambro’s leading role in this area.
© Alternative separation methods. Conven-
tional methods for separating different
solutes and cells in blood are based on
membranes and centrifuges. Gambro's
researchers employ efficient new meth-
ods based on more specific properties -
of solutes and cells than size and densi-
ty. Results from this work are applied in
clinical studies to validate the concepts.

External cooperation

Through its collaboration with lead-
ing universities around the world, the
company participates in a number of
projects, often resulting in publications
in peer-reviewed joumais. Gambro is
involved in research projects at some
20 prominent universities in Europe
and in the U.S. '

In 2002 Gambro started to finance a
professorship in nephrology at the Sahl-
grenska Academy, Goteborg University,.
Sweden, thereby deepening an existing
cooperation with the Sahlgrenska
Academy. The donation covers é period

of five years. The professorship is held
by Dr. Borje Haraldsson.

Joint'initiatives between
business areas

Gambro is continuosly working to dis-
cover new forms of cooperation and
synergies between the company’s differ-
ent product and business areas.

" Scope for exploiting synergy effects

exists in the following areas:
© Dialysis Process Optimizaticn. This project
is a joint effort between Gambro Health-

- care, Gambro Renal Products and Corpo-

rate Research. New processes for deliv-

* ery of dialysis treatment that will reduce
. cost for clinics and ensure optimal medi-

cal quality as well as new products that
help-the clinicians in delivering optimal
treéatment is evolving from this project.

© Apheresis methods. Gambro Renal
Product’s acute dialysis product line

and the therapeutics business within
Gambro BCT use different basic technol-
ogies to separate spéciﬁc blood compo-
nents. New methods and technologies

" that could be used in both areas are cur-

rently ,bei'n'g e\_rgl‘uétted in laborétories
and'in clinical studies.

©O Alternatives to PVC. Many of Gambro’s
single-use products made from platics,
such as medical lines and bags, consist
of polyvinyl chloride, PVC.‘Gambro

is conducting research and - product
development to find alternative materi-
als that both exert less impact on the
environment and are more .cost-effi-
cient. In 2002 several new such materi-
als were tested in industrial production
processes. i

Patent related activities

‘Gambro's patent department works ac-

tively to protect the results of the com-
pany’s investments in research and de-
velopment. The company continuously
identifies innovations that have strategic
value 2nd should be protected by pat-
ents. The patent portfolio is managed to
facilitate the achievement of strategic
objectives.

During 2002 Gambro filed 165 pat-
ent applicatiéns, including' more than 55
first filings for new inventions, the re-
mainder being to geographically extend
filings made in prior years. Gambro was
granted more than 115_'patents in 2002.
During the past 10 years Gambro has ob-

- tained more than 700 patents..

GAMBRO ANNUAL REPORT 2002
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Excellent performance, cooperative'spirit, vhigh ethics

Gambro’s personnel and competence development are to fulfill the Group’s need for
competent managers and employees so that it can achieve its overall goals. One important
task is to support a corpokate culture based on Gambro's three basic values of excellent
business performance, a cooper_ative’spirit and high ethics.

Gambro is conducting several long-term
projects intended to provide continuous’
support for enhancing employee skills.
As in previous years, work in 2002 fo-
cused on international efforts in the
human resources area and the organiza-
tion made further advances in creating
.an integrated global company with com-
mon goals and values. b

Leadership development
" During the year around 700 people par-
ticipated in the Leadership Develop-

ment Process, LDP. The purpose of LDP

is to ensure that Gambro has world-class
leadership and to develop and streng:
then the Group through common goals
and values. .
Individual information about LDP

participants is compiled in a database,
which then is applied when selecting
candidates for internal recruitment to
available manager and specialist posi- -

- tions.’ L o

Management training
-Launched in 1999, the Gambro Interna-.

tionai Managcmént Program, IMP, con-
tinued in 2002, with-two programs com-

. prising a total of 60 participants.

" The three week prbgram bas three

basic aims:

0. To improve leadership skills.

© To increase company awareness of
strategies, vision, corporate culture
and values.

© To build networks of new personal
contacts within the company.

Compensation systems
Gambro's stock option program for ex-
ecutives and other key employees was

.extended in 2002, The new program

is similar to those implemented for the
years 1999 - 2001. However, the ma-
turity for the options is determined to
five years this time, as opposed to seven

_years for the previous programs. Togeth-
-er with salary and bonus payments, the

option program is a key element in the
overall incentives program and compen-
sation system for senior managers and

" specialists introduced in 1999. The com-

pensation system covers basic saléry,
bonuses and long term remuneration
systems. (For further information see
note 2, to the financial statements).

Business areas activities
In Gambro Healthcare, extra focus on
Employee Care continues to improve
employee retention and commitment.
Gambro Healthcare US reduced turnover
from 24 percent to 21 percent in spite
of the continued shortage of nurses in
the U.S. labor market. Gambro Health-
care US established regional and nation-
al recruitment teams to proactively over-
come the labor shortage and enhance
recruitment processes. Gambro Health-
care US’s ability to attract and retain the
best employees will remain a top priori-
ty in 2003. )
Gambro BCT introduced 2 new Man-
agement Development Program focused

on influence skills. Gambro BCT also

continued its progress in the area of

"~ e-HR with the creation of electronic .

signature forms. to reduce paperwork
and increase productivity. - ’
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Annie Corbel and Sophie Gaugain,
Angers, France.
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ry

. Juergen Bruder, Juerden Graf and
Andreas Hoesel, Hecl;ig Bh, Germa

) United States 55% Iit Gambro BCT 6%

& Eurape 34%
4 Rest of the World 11%

Gambro Renal Products extended the
global HR network especially in Asia
and North and South America in order
to support the One Global Company
approach. A European HR benchmark
study was launched during the year. Ac-
tion plans based on this study will guide
Gambro Renal Products on the way to
world-class HR-rdanagcment.

(it Gambea Healthcare 61%
# Gambro Renal Products 33%

i Femaie 84%
&t Male 36%

Key activities 2002

0 In accordance with EU directives,
Gambro introduced a European Workers
Council, EWC, in 1999, through which
the company and trade unions can meet.
In 2002, the annual general meeting was
held in Hechingen, Germanj'.

0 A New Employee Orientation Program
was initiated.

© Gambro’s Global Job Posting System is
now in place. The Job Posting System is
a web-based recruitment tool designed
to provide job seekers with the oppor-
tunity of viewing open positidns within
the Gambro organization worldwide.

o Affirmative Action plans (supported
by the Global Job Posting System) were
completed for all sites within Gambro

"Healthcare and Gambro Inc.

GAMBRO ANNUAL REPORT 2002
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An integrated approach to quality,
environment, health and safety

By the end of 2002 all but one of Gambro's production sites were running environmental
management systems certified according to ISO 14001. The exception is the newly

acquired unit in Yong In, South Korea. During the year Gambro was included in the Dow Jones ‘
Sustainability Index and in the Belgian Ethical Investment Register of Ethibel.

Implementation and certification of the '

environmental managements systems,
EMS, being achieved, focus will now be
on maintaining and developing these
systems and to improve the quality of
the information on Gambro’s environ-
mental pcrformanéé to external and in-
ternal stakeholders. E
During the year, Gambro has re-
sponded to a number_bf 50 called envi-
ronmental questionnaires from various
companies and non-governmental or-
ganizations. As a result of this, Gambro

has been included in the. Dow Jones Sus-

tainability Index and the Ethical Invest-
ment Register of Eihibél, a weli-reputed
Belgian company specialized in SRI (so-
cially responsible investment) screening
of companies. '
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The environmental managers of the
major sites have agreed on the definition
and implementation of Environmental
Performance Indicators, EPIs, which is
one major task for 2003.

Local highlights from
Gambro’s production units
CHINA ‘

The Shangbai plant which
manufactures bloodlines bas:

© Received the title of “Green plant” of
the Minhang area by the Minhang Envi-
ronmehtal Protection Agency. Minhang
is 2 large industrial zone in Shanghai.

FRANCE
The Meyziew plant which
manufactures dialyzers bas:

o Improved the washing process for
one major dialyzer type, thereby reduc-
ing the annual water consumption by
4,000 m3.

0 Reduced water consumption, for
cooling purposes, which will result in
an annual saving of 12,000 m3, through
the reuse of water from other produc-
tion processes.

0 Reduced the use of the cleaning sol-
vent methylene chloride by 50 percent,
corresponding to.3.5 tons per year.

o Improved the waste sorting, thereby
making it possible to recycle 70 tons of
plastic, 60 tons of cardboard and 3 tons
of paper.

© Revised the plans for closing the
ethylene oxide (EtO) sterilization unit in:
the plant. This unit will continue to




operate, however now with a signifi-

cantly impfoved EtO emission control
system, which will keep the emission
levels well bélow the limits set by the

authorities.

GERMANY

The Hechingen plant manufactures
dialyzers and concentrates bas:

© Reduced the annual consumption of
volatile solvents with 300 kg, which also
has led to improved wbrkiﬂg conditions
" and a reduction of the fire risk.

O Increased the thermal utilization of
scrapped plastic materials, by redirect-
ing some 240 tons p.a. from landfill to
Aincineration. ‘

The Neubrandenburg plant
manufactures concentrates bas:

© Reduced the number of one-way
wooden pallets by 90 percent in favor
of reusable Euro pallets.

ITALY

The Medolla plant manufactures
bloodlines and dialysis machines bas:
© Reduced water consumption, for cool-
ing purposes, by 90 percent, corre-
sponding to 5,000 m3 per year through
the reuse of water from other produc-
tion processes. '

o Saved approximately 20 tons of
“virgin” paper by switching to recycled

‘paper for manuals, and another 3 tons

per.year by using electronic media for
manuals.

The Canosa Sannita plant manufactures
solutions for peritoneal dialysis bas:

© Undergone a large expansidn during
the second half of 2002. One element
has’been the installation of a new water
treatment system, which will lead to an
estimated reduction of water consump-

tion by 10 percent per year. Further

savings, in the range of 10 - 20 percent
have been achieved by reusing reject
water from the water treatment systems.

SWEDEN

The Lund plant manifactures
DryCarts and dialysis machines bas:

O Significantly improved the recycling
process for handling scrap/excess poly-
propylene from the production, there-
by reducing the consumption of packag-
ing material by 50 percent and the vol-
ume of transported material by some 85
percent. '

o The Group’s Swedish operations do
not"rcquir; a permit in accordance with

_the Swedish Environment Code. One

part of the operations of one Swedish

ENVIRONMENT « BOARD REPORT

subsidiary is subject to a reporting obli-
gation in accordance with the Swedish
environmental legislation relating to the
production of plastic products.

USA

The Daytona Beach, Florida plant
which manufactures concentrates bas:
o Continued the efforts of reducing the
discharge of substances in the waste-
water that affect the carbonaceous bio-
chemical oxygen demand, CBOD, by
more than 6 tons per year, which corre-
sponds to a-20 percent reduction of the
level compared to year 2001.

o Reduced the emission of hazardous
waste (silver solution) in the effluent
water by 50 perccnt.

The Lakewood plant manufactures
Gambro BCT disposables and machines
bas: o

© Reduced scrap by almost 50 percent
compared to 2001, which also has
generated cost savings.

0 Reduced the amount of packaging
material by some 2 tons.

© Reduced the consumption of natural
gas and electricity by the installation -
of a high efficiency boiler and lighting
automai_ion.

GAMBRO ANNUAL REPORT 2002 31



.32

BOARD REPORT » RISK MANAGEMENT

Risk management

In recognition of the importance of active

_ risk management, Gambro implemented a
~ formal risk management program in 2002.

The program is designed to identify, as-
sess and control key risks facing Gambro.

. The pnmary goal of the program is to for-

mally 1dentlfy risks, have mitigating con-

- trol systems in the organization and de-

termine how to best allocate risk manage-
ment resources and capital.

A formal risk assessment exercise
was p’cgformed in each of the Gambro
business areas. Following the assess-
ment exercises, key risks identified
were formally addressed in the strategic
planning process, and risk management
resources have been added or adjusted.
The formal risk management program-is
an ongoing activity. The idéntified key
risks are discussed in this section.

Enterprise risk management is the
process of -lodking at all risks facing an

-organization. Risk can be categorized in

many‘differcnt ways. Gambro chose four
primary categories: operational risk, fi-

. nancial risk, knowledge risk and strate-

gic risk.

Operational risks
Sales and revenue risks are managed

" by actively engaging in the marketplac-

¢s in which Gambro operates and in-
cludes the sales, marketing and produc-
tion personnel WOtkihg with customers
and payors. Service delivery and produc-

tion risks. aremanégcd through the op-
. erational management teams responsible

for the daily delivery of products and

" services. Legal, regulatory and compli-

ance risks are managed through a com-
bination ofﬂGambro'S'specia'lizcd teams
and external legal and consulfing servic-
es. The commercial risks to which oper-
ations are exposed include credit risks’
on sales, political risks, supply risks and
property and liability risks. Credit risks
on operating flows are managed at the
locat level. The Group credit policy pro-
v1des gu1dclmcs for this purpose by list-

_ing processes for granting credit, moni-
" toring and so on. Political risks primari-
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ly involve healthcare syétenis at the
local Jevel and factors such as healthcare
policy, forms of care service financing
and healthcare traditions. Gambro bene-
fits from the global privatization trend
in thc healthcare sector. All over the
world, more stringent requirements for
cconomics in the public sector are re-
sulting in the outsourcing‘ of a growing
proportion of health services to the pri-
vate sector, resulting in greater oppor-
tunities for the expansion of care oper-
ations. On the other hand, public sector
cutbacks also lead to greater pressure
on levels of reimbursement and the pric-
es of products. Supply risks refer to the
prices and availability of products and
raw materials. Availability is managed
by ensuring that Gambro has access

to more than one supplier and that de-
tailed plans exist for recovery in emer-
gency situations. Similar measures have
been taken to reduce price risks, but in
the U.S. Gambro and the rest of the in-
dustry are faced with a supplier that has
a monopoly on EPO, a vital pharmaceu-
tical for patients with anemia problems
in connection with dialysis treatment.
Property and liability risks are handled
by Gambro Corporate Risk Management,
CRM, in cooperation with local opera-
tions. CRM'’s task is to ensure that the
Group has satisfactory insurance cover
and to provide active support for Group

_units in the minimization of risks. Glo-

bal insurance programs concluded
with various international insurers en-
sure that the Group receives full cover-
age insurance and major customer dis-
counts on insurance for property, prod-
uct and treatment liabilities. A number
of technical risk inspections are carried
out cach year at manufacturing units to
reduce the risk of operational stoppag-
¢s. Gambro Reinsurance $.A. in Luxem-
bourg provides reinsurance services for
the Group, thus assurning a proportion
of the risks insured.

Strategic risks
There are many strategic risks to which

Gambro is exposed'including corporate
governance and policy risks, business
development risks and long term plan-
ning risks. Coe e

Corporate governance and policy
risks are addressed ‘and managed by the
Gambro Board of Directors-and Execu-
tive Committee. The business develop-
ment risks and long-term planning risks
are managed through joint efforts be-
tween the business area manageément,
Gambro Strategic Development, and the -
Executive Committée.

Knowledge risks

There are many knowledge risks to
which Gambro is exposed including in-
tellectual property risks, information
technology risks and human resourc-
es risks. Gambro’s patent department
works to protect Gambro from risks re-
lated to intellectual property. Infor-
mation technology risks are managed
through a combination of business area
management and corporate manage-
ment. An IT Board, chaired by the CFO,
consisting of senior level IT personnel
from throughout Gambro has been es-
tablished to set policy and standards,
share knowledge, and coordinate Gam-
bro-wide initiatives. Human resource .
risks are managed through a combina-
tion of business area management and

corporate management..

Financial risks and policies-
Gambro’s financial policy. sets out how
responsibility for financial operations

is to be delegated within the Group,
which financial risks the Group is pre-
pared to take on, and guidelines for how
these risks are to be limited.

The policy is designed to control and
limit the following financial risks:

O Currency risks {transaction and translatlon ex-
posure}) i E
© Funding and interest-rate risks

© Liquidity and credit risks

The policy is decided by Gambro AB'’s
Board of Directors and revised anoually.



POLICY FOR MANAGING
CURRENCY RISKS (TRANSACTION
AND TRANSLATION EXPOSURE)
Transaction expostre
Transaction exposure is defined as

. changes in cash flows due to fluctua-
tions in currencies. Currency risks from
financial flows relating to loans and
investments are avoided by having the
Group’s companies borrow and invest in
local currencies and/or-hedge such
flows in full.

More than 95 percent of commercial
(goods-related) currency flows are inter-
nal flows between companies in the
Group, primarily factories in the Gambro
Renal Products and Gambro BCT busi-
ness areas, which are responsible for

_hedging these flows themselves. Curren-
cy hedges are to take the form of for-
ward contracts. At least 90 percent of
forecasted flows up to 6 months ahead
and at least 50 percent of flows 6 to 12
months ahead are to be hedged. All con-
tracted flows are to be hedged in full.

The Group's currency hedging pro-
cedures mean that fluctuations in ex-
change rates for payment flows impact
on earnings after a certain time lag. In
theory such fluctuations will have their
full impact on the Group after nine
months but in practice the impact is
more variable as flows are hedged con-
tinuously and exchange rates are con-
stantly moving.

Translation exposure
_The translation of the income state-
ments and balance sheets of foreign sub-
sidiaries into Swedish kronor for the
consolidated income statement and bal-
ance sheet results in translation expo-
sure. Translation is a reporting effect
and first materializes in the form of a
transaction effect as described above.
For example, a profit earned in US dol-
lars will have a negative translation ef-
fect if the US dollar depreciates but the
actual currency effect - the transaction
effect - for the Group is zero if the prof-
it is reinvested in the U.S. operations. In-
come statement items are translated at
the average spot rate during the year

and balance sheet items at the spot rate

of December 31. The translatioh effect
of exchange rate movements on the
Group’s equity (i.e. net assets in foreign,

currencies) is not hcdged.' Forward -
hedging of net assets would mean that
Gambro would have its entire risk capi-
tal base in Swedish kronor, which is not
in proportion to the company’s business
activities as 99 percent of its business is
outside Sweden. This type of hedging
can also have major cash flow effects
when rolled over. However, intra-group
dividends are hedged once the dividend
has been decided.

POLICY FOR MANAGING FUNDING AND
INTEREST-RATE RISKS

To maintain financial flexibility and
limit funding risks (i.e. the risk of not
being able to meet the Group’s capi-

tal needs), committed credit facilities

of at least MSEK 5,000 are to be availa-
ble at all times. The policy sets limits on
the proportion of total credit facilities
for which any one counterparty may ac-
count.

Interest-rate risk is defined as the risk
of movements in market interest rates
in various currencies impacting on the
Group's earnings. The interest duration
of the Group’s borrowings and invest-
ments determines how quickly inter-
€est-rate movements impact on earnings.
The policy specifies that the average
interest duration for the Group’s net
debt as 2 whole must be between three
months and three years. This applies to
all interest-bearing assets and liabilities,
including off-balance-sheet instruments
such as futures, options, interest rate
swaps and forward rate agreements.

POLICY FOR MANAGING LIQUIDITY

AND CREDIT RISKS ‘

The Group’s policy is that liquid funds

may be invested only in financial instru-

ments that can be cashed in at short no-

tice or have a highly liquid secondary

market so as to reduce the liquidity risk.
Investments may be made only in

‘highly liquid low-risk interest-bearing

securities (counterparties with short-
and long-term ratings of Prime 1 and Al
from Moody’s or A-1 and A+ from Stand-
ard & Poor’s). There are also limits on
the level of exposure to each counter-
party to further reduce the credit risk:
Gambro AB has concluded master

netting agreements with most financial
counterparties. Under these ISDA agree-
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ments, net receivables and liabilities be-
tween the parties are netted on a bilat-
eral basis. Standardized forward rate
agreements (intefesit rate derivatives) are
settled monthly through the Stockholm
Stock Exchange (Stockholmsbérsen).

Sensitivity analysis
CURRENCY RISKS.

Table 1 illustrates the translation effect of -

a one percent increase in the value of
the Swedish krona on revenues, EBITDA,
EBIT and EBT. The total impact on EBT
before hedging transactions would be
MSEK 2. ‘

. Diagram A illustrates the translation ef-

~ fect and transaction effect of a one per-

cent increase in the value of the Swed-
ish krona on EBT. The total impact on
EBT before hedging transactions would
be MSEK -6. ’

Table 2 shows the Group's transac-
tion exposure, i.e. the sensitivity of cash
flows to changes in the value of the
Swedish krona.

Table 3 shows the Group’s translation
exposure, where the Group has net for-
eign assets of MSEK 10,431 and a one

. percent increase in the value of the

Swedish krona would reduce these net
assets by MSEK 104. :
Diagram B presents cﬁrrcncy-adjusv
ed net debt quarter by quarter, i.c. net
debt at the end of each quarter from De-
cember 31, 2001 translated using the ex-
change rates on December 31, 2002.
Since 60 percent of net debt is denom-
inated in US dollars, the USD/SEK ex- -
change rate has a majof impact on the
Group’s net debt. - ‘ )

FUNDING AND INTEREST-RATE RISKS .

Diagram C illustrates the annualized effect. ; . -

on net interest (an overall decrease of
MSEK 84) of a one percentage point

increase in interest rates, based on year- -

end net debt and ignoring the fixed- -
interest terms for the various loans
and deposits. If the actual fixed-inter-
est terms are takeninto account, an in-
crease of one percentage point would

affect the earnings insignificantly, in the . .

short term.

Table 4 shows the remaining duration, -
remaining ﬁicgd-in{efest period, out-
standing amounts and interest rates for
the Group’s interestbearing net debt.
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Table 5 presents outstanding interest rate
' derivatives and their nominal amount
and market value. The main purpose of
these interest rate derivatives is to keep
the interest duration of the Group's
portfolio in line with policy. Changes in
market interest rates therefore impact
after a certain time lag; at year-end the
average time lag was 22 months.

The currency composition of net
debt is an important consideration when
analyzing the average interest rate as
shown in Diagram D. Movements in US
dollar interest rates have a major impact
on interest net in the longer term.

LIQUIDITY AND CREDIT RISKS

Table 6 presents the maturity profile of
committed credit facilities. Total unuti-
lized facilities of MSEK 5,128 were avail-
able at year-end. These facilities were
split between more than ten different
counterparties and the average time to
maturity was 28 months. Gambro AB
also has a MSEK 2,000 Swedish commer-
cial‘papcr program.

Treasury operations

The Treasury function at Gambro AB
handles the majority of the Group’s
financial transactions. The purpose of
the function is to optimize funding in
terms of flexibility and terms, to sup-
port the operating units in financial
matters, to take advantage of economies
of scale and to optimize net financial
items within given levels of risk. Treas-
ury acts as the Group’s internal bank
and is responsible for raising capital,

currency hedging, c_aéh management
and netting. Nevertheless each Group
company makes its own decisions on
‘ﬁnancial matters within the constraints
of the Group's financial policy. Current-
. 1y 90 percent of borrowing and more
than 90 percent of currency hedging
are channelled through the Treasury

"~ function.

Treasury’s primary aim is to support
business operations but it also has a risk
mandate for trading in interest rate and-
currency instruments. This risk man-

~ date specifies a maximum loss of MSEK

100 for the Group should interest rates

_change two percentage points (paral-
lel shift in the yield curve) and/or ex-
change rates move ten percent. This.risk
measurement model does not take into
‘consideration correlations between cur-
rencies and interest rates, volatility and
the like. Risk exposure is measured on a
daily basis with strict segregation of
duties. In 2002 risk averaged MSEK 39,
of which MSEK 23 related to interest
rate risks. Asa proﬁt centre, the Treas-.
ury function is subject to a required rate
of return on its risk mandate,

Financial risk

management in 2002 »
2002 brought a number of different activ-
ities to manage commercial and financial
risks in line with the Group’s guidclinesl

MANAGEMENT OF CURRENCY RISKS
(TRANSACTION AND TRANSLATION EXPOSURE)
At year-end the total nominal value of
dutstandin_g forward currency contracts
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hedging commercial currency flows was

' MSEK 616, which was MSEK 95 below

their market value. These forward con-
tracts relate to flows in 2003 and the
average time to maturity was 5 months.
More detailed information can be found
in Note 8 to the finaricial statements.
Forward contracts for flows in 2002
(realized forward contracts) had a pos- ‘
itive impact of MSEK 68 on operating

earnings. B

‘The weakening of the US dollar dur-
ing the year had a major impact on the
Group’s income statement and balance
sheet in the form of translation effects.

*The USD/SEK exchange rate fell from

10.57 at the end of 2001 to 8.78 at the

.end of 2002, i.e. by 17 percent. The av-

erage rate used for income statement
items was-six percent lower in 2002
thanin 2001 (9.72 compared to 10.29).
Interest net benefited from low US
dollar interest rates. The average inter-
est rate for US dollar borrowings fell
from 4.3 percent at the end of 2001 to
2.3 percent at the end of 2002. The aver-
age interest rate for net debt as a whole
fell from 4.9 percent at the beginning of
the year to 3.3 percent at year-end.
Gambro AB is financing its U.S.-busi-

- ness through a loan amounting to MUSD

973; this was intended to be a perma-
nent financing (see note 12). As a result
of the change in strategy related to the
U.S. business, the objective is to amor-
tize the loan over time. In the fourth
quarter Gambro AB therefore sold
MUSD 973 using currency forward con-
tracts with an average tenor of 2.5 years.

1 EUR 23% (4.5%)
| 31 SEK 15% (5.4%)
| RIUSD 61% (2.3%) 1 Other 1%




Due to the spread of more than two
percentage points between the US and
the Swedish interest rates, this impacted
positively on the Group’s interest net by
MSEK 43 in the fourth quarter of 2002.
The transaction creates cash flow risk
which could generate cash flow effects
at maturity of the forward contracts. The
base for the group’s translation exposure
in sharecholders” equity is.reduced by
MUSD 973 and at the same time creating
translation exposure for the net debt
with the same amount since the curren-
cy effects of the forward contracts are
included in the calculation of the group’s
net debt (see Table 4). '

MANAGEMENT OF FUNDING AND

INTEREST RATE RiSKS .

The main strategy for funding is to ex-
tend the maturity profile beyond 2005.
The Group’s single largest source of '
funding, a syndicated bank loan of
MUSD 1,000, matures in February 2005.

_ The strategy also involves spreading

counterparty risk to parties other than
banks. Currently around 80 percent

of committed facilities are with banks
as counterparties. Credit facilities of
around MSEK 3,400 - including long-
term facilities of MSEK 1,900 - were es-
tablished or renewed during the year.

Gambro was granted a ten-year loan
of MEUR 150 through the European In-
vestment Bank for investments in re-
search and development at the new pro-
duction facilities in Lund, Sweden and
Hechingen, Germany .and for the con-
struction of two new facilities for the
production of synthetic dialyzers in-
Hechingen and Meyzieu, France. These
investments are being spread over a four-
year period from 2001 to 2004.

The Group's interest duration policy
was revised in 2002 to better match the
Group-’s operations and cash flows. The
average duration was 22 months at year-
end.

RISK MANAGEMENT » BOARD REPORTY

MANAGEMENT OF RISKS RELATING
TO PERSONNEL OPTIONS ‘

Gambro AB has option programs for
senior management as described in Note
2 to the accounts. To ensure that an
increase in its share price does not result
in losses when the options are exercised,
Gambro AB has entered into equity swap
contracts running with thesame expira-
tion as the option programs. The swap
means that for a fee (calculated as inter-
est on the underlying value of the
number of shares covered by the swap)
Gambro AB is guaranteed a fixed pur-
chase pﬁce for the shares underlying the
option programs. If the share price is
SEK 1 lower than the initial price on the
expiration of the swap, Gambro AB will
incur a charge of MSEK 11 correspond-
ing to the loss that it would have made if
it had purchased the shares at the initial
price.
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The Gambro share

Gambro’s shares (series A and B) are
listed on the Stockholm Stock Exchange
(Stockholmsbdorsen). v

Originally the shares were listed
under the Incentive name on July 18,
1991. Incentive was renamed Gambro
on july 1, 1998.

Dividend policy and dividend
Gambro’s dividend to its shareholders
- shall reflect the company’s long-term
earnings trend, financial position and in-
vestment strategy.
The target is to deliver a dividend
in the range of 8-15 percent of the
company’s cash earnings per share.
Cash earnings per share is calculated as
. net income plus depreciation and amor-
tization divided by the number of shares
outstandirig. Each share gives equal
rights to the cbmpany’s share capital
and dividend.
The Board of Directors proposed a
dividend of SEK 1.10 (1.10) per share for
2002. '

Share capital
Gambro’s share capital at year-end
amounted to MSEK 689 represented

by some 345 million shares with a par

- value of SEK 2 each. These shares

comprise about 250 million series A
shares (1 share, 1 vote) and about 94
million series B shares (1 share, 1/10
vote).

Capitalization ,
On December 31, 2002, Gambro’s total
market capitalization was SEK 16.6 bil-
lion, compared with SEK 22.6 billion a
year earlier, making the company the
30th largest on Stockholmsborsen.

Turnover

In 2002, 170.4 million Gambro shares
at a value of SEK 8.9 billion, were trad-
ed. On an average trading day 680,000
shares at a value of MSEK 35.7 changed
hands in, 57,925 trades.

The turnover rate for Gambro's
shares 2002 was 49 percent. The aver-
age turnover rate 2002 for shares listed
on Stockholmsbdrsen was 122 percent.
The turnover rate is defined as the total
number of shares traded during the year
as a percentage of the total number of
shares outstanding.

18 Private individuals 13%
1 Non-private lnves}ors B7% .

T y AT T

R

I Sweden 65% BIUS 15% MUK 10%
1 Luxembourg 4% 13F Singapore 2'
H1 Rest of the world 4% .

Shareholders : :

At the end of 2002, Gambro had 73,310
shareholders, a reduction by'5 percent
compared with December 31, 2001.

Gambro’s largest shareholder is
Investor AB, with 19.9 percent of the
capital and 26.4 percent of the votes.
Gambro’s ten largest owners together
stand for 50.6 (48.8) percent of the capi-
tal and 57.9 (57.2) percent of the votes.

Swedish non-private investors hold
87 (45) percent of the shares, while
Swedish private individuals own 13 (11)
percent of the shares.

The proportion of shares owned by .
individuals or legal entities domiciled
outside Sweden amounts to 35 (34)
percent.

Repurches of own shares

The Board of Directors has not repur-
chased any shares based on the man-
date it was given by the Annual Géneral
Meeting in 2002. The Board of Directors
will ask the Annual General Meeting for
a renewal of the mandate to repurchase
a maximum of 10 percent of outstand-
ing shares during 2003.
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HISTORICAL SHARE PRICES . THE GAMBRO SHARE DEVELOPMENT AND TURNOVER 2002
Share price pald  Highest price paid  Lowest price paid SEK '000 shares
Year Ashare B share Ashare B share Ashare B share 8 70,000
1598 80 280 1640 1640 555 T8 - GambroA  wmo Afirsviridens Generalindex B Tumover, rumber of A48-shares
1999 75 770 945 985 645 650 ) : —4{ 60,000
2000 685 675 90.5 920 500 500
2001 655 66.0 80O 795 . 590 585 50,000
2002 483 483 710 705 323 314
- 40,000
| 30.000
OWNERSHIP DISTRIBUTION, DECEMBER 31, 2002 20,000
Kumber of Share
Mumber of shares _ shareholders caphtal (%) Votes (%) 10,000
1 - 500 50,876 27% 2.3%
501- 1,000 10,917 2.5% 2.0% 30 ; 0
| Jan | Feb | -Mar 1 P May | m | Ju b Al I Oct | Nov ! Dec |dan
1001- 10000 10,712 7.9% 7.1% o N Al 2003
10,001 - 50,000 557 3.4% 2.8% ' Source: SixHalvarssonbHizhvarsson
' 50,001 - 100,000 80 1.6% 1.3% ' ‘
100,001 - 168 81.9% 84.4% HARE E £
Total 73,310 100% 100% TEN LARGEST SHAREHOLDERS, DECEMBER 31, 2002
Shareholder Number of A shares Number of B shares  Share caphal (%) Votes (%)
Investor AB 68,638,225 0 19.9% 26.4%
JP Morgan Chase Bank 15,308,098 8,304,440 6.9% 6.2%
DISTRIBUTION OF SHARE TYPES State Streel' Bank And Trust Co . 13,604,646 3,577,548 5.0% 5.4%
Knut and Alice Wallenberg's foundation 15,000,000 0 4.4% 5.8%
Share type Shares  Number of Votes  Shares (%)  Votes (%] Alecta 9,638,857 2,535,703 _36% 3.8%
Series A 250,574,090 250,574,090 72.7% 96.4% Figelity Funds 9,664,040 ’ 0 2.8% 3.7%
Series B 94,079,198 9,407,920 27.3% 3.6% Investors Bank & Trust Company 8,710,889 7834 - 25% 3.4%
Total 344,653,288 259,882,010 100% 100% Svenska Handelsbanken 4,622 6,843,284 2:0% 0.3%
Livgrsakringsaktiebolaget Skandia 5,254,152 1,008,460 1.8% 2.1%
Gic Gov't of Singapore Inv Corp . 1,961,453 4,255,262 1.8% 0.9%
Total, ten largest shareholders 147,785,082 26,590,331 50.7% 58.0%
Saurce: VPC A6
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Corporate governance

Gambro AB Board of directors
Gambro’s Board of directors consists
of nine members elected by the Annual
General Mecting and two members and
two deputy members elected by the
trade union organizations in Sweden.
Except for the CEO and the employee
representatives, none of the Board mem-
bers is an employee of the Company.
The Board’s Code of Governance
establishes procedures for the Board’s
work, the allocation of duties between
the Board and the CEO and financial
reporting. The Code of Governance
provides that the Board must establish
its own work program before the begin-
ning of the year, specifying the dates
for at least five ordinary meetings.The
instructions to the CEO authorize him
to issue quarterly and interim financial
reports without prior consideration by
the Board. They also define monetary
limits within which the CEO can decide
on investments and acquisitions without
the Board's approval. In order to enable .
the Board to continuously monitor the
Company’s financial performance and
status, the CEO is required to provide the
Board with monthly reports.The CEO
also routinely reviews the Company’s

operations and performance at Board
meetings.

Board activities 2002

The Board held seven meetings during

2002. One of the meetings took place at .

Gambro’s site in Medolla, Italy.

In 2002, no new major adverse
events were reported to the Board. The
Company’s performance was substanti-
ally in accordance with the plans.These
factors allowed the Board to proactively
address matters at an early stage and
focus on progress of ongoing projects
and programs. i

At one meeting, the Company’s audi-
tors reviewed the audit process.

In February, the Board decided to
propose to the Annual General Meeting
that the Board be authorized to take
decisions concerning the acquisition and
transfer of the Company's own shares.
The Annual General Meeting granted this
authorization in accordance with the
Board’s proposal. The Board has not utili-
zed the authorization during 2002.

Throughout the year, the Board recei-
ved continuous progress reports on pro-
grams designed to improve the profitabi-
lity of Gambro Healthcare US. The Board )

‘CORPGRATE GOVERNANCE

received reports related to the U.S.
Department of Justice’s request for docu-
mentation and information in the sub-
poena served on Gambro Healthicare US
in June 2001, : o :

As regards Gambro Renal Products,
various efﬁ_dcnéy—enhancing measures
were presented to the Board. »

Within Gambro BCT, the Board’s main
focus was the follow-up and funding
of the Pathogen Reduction Technology
project. At one of the meetings, Gambro
BCT’s presideﬁt gave a comprehensive
presentation of the project.

During the later part of the year, a
large portion of the Board’s work was
devoted to strét'cgic planning and strat-
egy-implementation issues. At the Board
meeting in October each business area
president presented his Strategic Plan for
2003 - 2005 to the Board.

'During the year, presentations to
the Board were made of the Company’s
Information Technology strategy and -
structure and risk management arrange- -
ments. .
The two Committees referred to

‘below held a number of meetings during
2002. : )
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Board of directors'

MEMBERS

Ctaes Dahiback Chairman. BSc Econ. Born 1947.
Elected 1998. Chairman of the Boards of investor
AB, Stora Enso and Vin&Sprit. Member of the Board
of Findus.. .

Shareholding in Gambro: 17,000 shares through
own company.

‘Sandra Austin Crayton BSN, MPH, JD. Bor 1947.
Efected 2001. Chairman of Lake Eufaula Ford
Mercury, Inc. Member of the Board of Directors of
National City Corporation, Ferro Corporation, Cancer
Treatment Centers of America and NCCI Holdings, Inc.
Sharholding in Gambro: 2,000 shares.

Gdsta Gahrton MD, PhD. Born 1932, Elected 1998.
Professor at the Karolingka Institutet. Former head of
the Department of Medicine at Huddinge Hospital and

_Chairman of the Karolinska Institutet's Nobel Prize
Committee. President of the World Marow Donor
Association. Member of the Board of, among others,

. Marianne and Marcus Wallenberg's Foundatian, and
Principal of the King Gustaf V Jubilee Fund and the
King Gustaf V 80 Year Fund.

, Shareholding in Gambro: 8,200 shares.

Wwilbur H Gantz MBA, BA, Bom 1937, Elected 2001,
Chairman and CEO of Ovation Pharmaceuticals inc.
Former Chairman, President and CEO of Patho-
Genesis Corporation. Member of the Board of

The Gillette Company, W.W. Grainger, inc., Harris
Bank and Bankment Financial Corp.

Shareholding in Gambro: 5,000 shares.

Peter H Grassmann MSc, PhD. Bom 1939, Elected
1938. Former President and CEO of Carl Zeiss,
Germany and member of the executive board of the
Medical Systems Group of Siemens AG, Germany.
Member of the Board of ASM-L. Holding N.V,, Nether-
lands. Member of the Senate of Max-Planck-Society,
Munich, Germany. Member of several boards of start-
ups and of the Private Equity Fund EQT in Germany.
Shareholding in Gambro: 18,200 shares.
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Juha P Kokke BSc, MD, PhD. Born 1937. Elected
1998. Professor of Medicing, tmmediate past Asa G.
Candler Professor of Medicine and Associate Dean for

‘Clinical Research, Emory University, Atlanta, Georgia,

LSA. Former. Chairman of Medicin at Emory
University; Chief of Nephrology, University of Texas,
Dallas, Texas, USA; Past President American Society
of Nephrology, and Scientific Advisory Board Member
of Acleris Pharmaceutical, inc., Hopkinton, Massa-
chusetts, USA among other pasitions.

Sharéholding in Gambro: 6,200 shares.

Séren Mellstig President and Chief Executive Officer.
MBA. Born 1951, Employed 1934. Member of the
Board of Directors of Munters, MacGREGOR Inter- -
national and XCounter.

Sharehalding in Gambro: 15,000 shares,

16,975 call options {through own company),

and 312,745 employee options.

Hakan Mogren Vice Chairman. DrSc. Born 1944,
Elected 1996, Deputy Chairman of AstraZeneca PLC.
Chalrman of the Board of Reckitt Benckiser PLC.
Member of the Boards of Investor AB and Norsk Hydro

'ASA, Chairman of the Board of the Research Institute

of Industrial Economics,
Shareholding in Gambro: 8,000 shares.

Bjorn Svedberg MSc E E. Dr hc. Bom 1937,
Elected 1997. Member of the Boards of, among
others, Investor AB, SAAB and Knut and Alice
Wallenberg’s Foundation.

Shareholding In Gambro: 6;200 shares. .

Anitha Svensson-Grané Bom 1944. Elected 1998.
Employee representative, Federation of Salaried -

" Employees to Industry and Services. Board Member

of the same Federation.
Shareholding in Gambro: 0 shares.

trene Tulldahl Born 1953, Elected- 2000,
Employee representative, Swedish Confederation
of Trade Unions. R

Shéreholding in Gambro: 0 shares. -

DEPUTY MEMBERS
Dag Johansson MSc E E. Born 1966. Elected 2000.
Employee representative, Federation of Salaried

- Employees to Industry and Services.

Shareholding in Gambro: 0 shares.

Per Magnusson Born 1864. Elected-2000.
Employee representative, Swedish Confederation
of Trade Unians,

Shareholding in Gambro: 0 shares.

SECRETARY.
Ingmar Magnusson Genera! Counsel, Gambro.

AUDITORS
Peter Bladh Authorized Public Accountant,
Ohulings PricewaterhouseCoopers.

Peter Clemedtson Authorized Public Accountant,
QBhiings PricewaterhouseCoopers.

DEPUTY AUDITORS
Kerstin Maberg Authorized Public Accountant,
CGhriings PricewaterhouseCoopers.

Stephan Tolstoy Authorized Public Accountant,
Ohrlings PricewaterhouseCoopers.
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EXECUTIVE MANAGEMENT

Executive management

'GAMBRO'S EXECUTIVE COMITTEE

Saren Mellstig President and Chief Executive
QOfficer. MBA. Bom 1951. Employed 1994. Member
of the Board of Directors of Munters, MacGREGOR
International and XCounter.

Shareholding in Gambro: 15,000 shares, 16,975
call options (through own company), and 312,745
employee nptrons

Lamy C Buckelew Presxdent of Gambro Healthcare
US. BSc. Born 1953 Employed 2000. Chairman Renal
Leadership Council, -

Shareholding in Gambro: 2,000 shares and 357,100
employee options.

Alain Granger President of Gambro Renal Products.
BSc. Born 1942. Employed 1978.

Shareholding in Gambro: 17, OOO shares and 107,860
employee options.

David B Perez President of Gambro BCT. BA.

Bom 1959. Employed 1999. Member of the Board of
Trustees of the National Blood Foundation. Member
of the Board of Directors for the National Blood Data
Resource Center, Sangart, AdvaMed, the Advanced
Medical Technology Association. In addition Chairman
of the Blood Products and Technology Sector of
AdvaMed.

Shareholding in Gambro: 0. shares 121,560 emp!oyee
opnons
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Lars Fahlén Senior Vice President, Corporate Human
Resources. MSc. Born 1943. Employed 1992,
Shareholding in Gambro: 5,000 shares and 78,860
employee options.

Annemarie Gardshol Senior Vice President, Strategic
Development. MSc. Born 1867. Employed 2000.
Member of the board of directors of Semcon.
Shareholding in Gambro: Q shares and 49,700
employee options,

Lars Granlof Senior Vice President, CFO. BSc Econ.
Born 1962, Employed 1994 Deputy board member
of MacGREGOR International.

Shareholding in Gambro: 800 shares and 61,340
employee options.

Leif Smeby Senior Vice President, Corporate
Research. BS¢, PhD. Born 1944. Employed 1986.
Member of the Board of Directors of Cella Vision.
Shareholding in Gambro: 500 shares, 5,295 call
options and 63,720 employee options.

Kevin Smith President of Gambro Inc. BSc. Bomn
1949. Employed 1998. Member of the Board of
Directors of World Trade Center, Denver.
Shareho\dmg in Gambro: 3,000 shares and 146,100
employee optxons ‘

OTHER LEADING OFFICIALS

Juan Bosch Chief Medical Officer. MD, Professor.
Born 1944, Employed 2001.

Sharehelding in Gambro: O shares and 108,250
employee options.

Bo-Inge Hansson President, Gambro Healthcare
International. MSc. Born 1958. Employed 1982.
Shareholding in Gambro: 1,775 shares and 56,320
employee options. '

Ingmar Magnusson General Counsel. BL. Bom
1945, Employed 1983.

Shareholding in Gambro: O shares and 49, 690
employee options.

Bengt Modéer Senior Vice President, Corporate
Communications, MSc, PhD. Bomn 1943: .
Employed 1981, Chairman of the boards of the
Swedish Association of inventors and the Swedish-
German Research Association. ‘
Sharholding in Gambro: 1,495 shares, 7,310 call
options and 35,580 employee options.



Glossary

ABC Automated Blood Collection is a lifesaving technol-
ogy that enables blood centers to update their historical
manual collection methods to a predictable, controfiable,
and more productive process designed with today’s qual-
ity standards in mind. ABC also enables a blood center
to collect more transfusable blood products from every
donation.

APD Automated peritoneal dialysis, dm}ysns ﬂwd admin-
istration by means of a machine.

Anemia Reduced number of erythrocytes in the blood.

Apheresis Automated collection of one or several
specific blood components from a donor (attenatively,
removal of certain blood components from the patient).
The remaining components are transfused back to the.
donor (altematively to the patient).

Artifictal kidney Synonym, dialyzer or ﬁ_Iter.

Austologous blood salvage (ABS) The practice of col-
lecting shed blood from a patient during or after a surgi-
cal procedure and returning ft to the patient.

Biocompatible The act of being non-traumatic to bio-
logical tissue.

Biofeedback Technique enabling the manipulation of a
biological process, by combining knowledge and moni-
toring of other processes.

Biosensor Sensitive measuring device of biological phe-
nomenon.-

Blood bank technology The products and services that
enable blood centers to collect, purify and store blood
components. In addition to collection of blcod compo-
nents, this includes methods for reducing the portion

of white blood cells in collected blood (leukoreduction),
pathogen inactivation, IT-applications, solutions required
for, for example, therapeutic apheresis, etc.

Blood lines Used to connect the patient to the dialyzer
and dialysis machine.

Blood platelets (thrombocytes) Blood platelets are
cefls whose main task is to promote blood clotting in
case of bieeding.

Buffy coat The layer, remaining of white blood cells and
thrombocytes, that exits between plasma and red blood
calls after whole blood is centrifuged.

CMS Centers for Medicare and Medicaid Services,
Health Care Financing Adminstration. The agency of the
Department of Health and Human Services that adminis-
ters the Medicare and Medicaid programs in the U.S.

Capitation (USA) A type of prospective payment based
on a flat rate per person paid on a regular schedule,
usually monthly for a specific range of service (“full
capitation” is the payment that the care provider receives
for completely managing a chronic disease, see Man-
aged care), as opposed to fee-for-service, see below.

Convective therapies Dialysis therapies using
convective transport rather than diffusive transport to
remove solutes from blood; convection removes a wider
range of solutes and requires a high flux membrane;
optimal use of convection also requires large volumes of
sterile infusion fluid.

Dialysis Cleaning of the blood by artificial means; treat-
ment provided to patients with acute or chronic kidney
failure.

Dialysis concentrate Electrolyte solution, which after
dilution with water becomes dialysis fluid can also be

supplied as a dry powder, which is automatically dis-
solved and converted into a concentrate by the dialysis
machine.

Dialysis machine/monitar Machine which supervises
and controls the flow of blood and dialysis fluid through
the artificial kidney during the treatment; the machine
also prepares the dialysis fluid from water and concen-
trate.

Dialyzer Often referred to as an artificial Kidney; a type
of filter used in dialysis treatment through which the
blood flows and is'cleansed.

Diffusion Movement of a solute from a hlgher to a lower
concentration area, i.e. fransport driven by a concentra-
tion gradient.

ESRD (end stage renal disease) Failed kidney func-
tion which results in a toxic and fatat condition if the
patient is not treated regularly with dialysis or recexves a
kidney transplant.

Extracorporeal Situated or occurring outside (extra) the
body (corporea).

FDA Food and Drug Administration, American
authority that regulates the food and drug industry.

Glomerulonephritis Inflammation of the glomeruli of
the kidney (see below): common cause for chronic renal
faiture.

Glomemlus Network of blood capillaries in the kidney;
main site where waste products in blood are filtered and
a primary urine is formed,

HIPAA The Health American Insurance Poriability and
Accountability Act of 1996.

HIPAA Health Insurance Reform Title | of HIPAA
protects health insurance coverage for workers and their
families when they change or lose their jobs.

HMO Health Maintenance Organization (USA). A health
care organization that acts as both insurer and provider
of comprehensive but specified medical services. A de-
fined set of benefits is provided to a voluntarily enrolled
population for a capitated payment per member per
month (PMPM).

Hemodiafiltration (HDF) Dialysis treatment designed to
remove accumulated metabolic products from blood by a
combination of diffusive and convective transport through
2 semi-permeable membrane of high-flux type.

Hemofiltration (HF) Dialysis treatment designed to re-
move accumulated metabolic products from blood by
the process of convective transport as a consequence
of ultrafiltration. through a semipermeable membrane of
high-flux type; the volume of filtered fiuid exceeding the
desired weight loss is replaced by pyrogen-free infusion
soltion. '

High flux membrane Membrane which is more perme-
ahle, open, to the passage of solites and fluid, than con-
ventional membranes.

Kidney Approximately 1,700 liters of blood normally
pass through the kidneys every 24 hours. In the kidneys,
the blood is distributed into about two million nephrens.
The nephron is the kidney’s smallest functionat unit; it
can independently clean the blood and produce urine.

In the nephron, the blood flows first to the glomerulus,

a very small global structure of minute blood capilfaries.
There, a large part of the liquid in the blood is squeezed
out through smalt holes in the capillaries. The liquid con-
tains water, waste products, salts and many nutritive
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substances The primary urine is captured in “Bowman’s
capsule,” which surrounds the entire glomenuius. The
primary uring is then concentrated. The-greater part of
the fiquid, as well as salts and nutritive substances, are
reabsorbed by the blocd. What remains is urine, which
is discharged to.the bladder via the renal pelvis and the
ureter.

Leukoreduction Rerﬁoval of contaminaﬁhg white biood
cells from donor red blood cells and platelets.

Managed care A category of health care organization
in the US that seeks to control cost by monitoring how
member doctors and hospitals treat patients and by lim-
iting access to specialists and costly procedurés.

Medicaid A US federal/state entitlement program that
provides medical assistance for low income persons who
are aged, blind, disabled, or members of fammes with
dependent children.

Medicare A federally funded health insurance program
that-provides benefits to the elderly (over the age of 65),
disabled, and those with ESRD in the US. Medicare is
administered by the HCFA.

MedPac The Medicare Payment Advisory Comission is
an independent federal body that advises the U.S. Con-
gress on issues affecting the Medicare Program.

Pathogen inactivation A process to inactivate viruses,
bacteria and other pathogens prevailing in the blood.

PD cycler Machine used to administer PD fiuid to pa-
tients automatically, usually used during night.

Preoperative apheresis Removal of specific blood
components (apheresis) from a patient prior to the op-
eration (preoperative).

Stem cells Stem cells are found in the bone marrow or,
to a lesser extent, in the peripherat blood system. They
are the blood's mother cells, which eventually devetop
into red or white blood cells or blood platelets.

Stem celt therapy Stem cells are collected from the
blood system and infused into the patient who is then
capable of forming new blood. Cancer patients may need
an infusion of various types of stem cells following treat-
ment with cytotoxic drugs or chemotherapy.

Synthetic membrane Made from man-made materials;
applies to most modem membranes (altemanve fo cel-
lulosic membranes). .

Theurapeutic apheresns‘ Procedure for cleansing the
blood through fiters; used to treat persons with certain
disorders.

Transfusion medicine Involves the coliection of various
blood compgnents from healthy donors for transfusion to
patients in need of such therapy.

Uitrafiltration The movement of fiuid through a mem-
brane caused by a pressure gradient.

Volume contro! Contro! of the fluid removal from bldod.

which needs to take place during dialysis to compensate

for the lost renat function (about 1 fiter/day}.

Water treatment Special pre-treatment of water for
dialysis removing minerals and microbiological contami:
nants to a safe level.

White blood cells (leukocytes) White blood cells

are circulating nucleated cells that are classified into a
number of subgroups that in an overall sense function to
protect the body when it is exposed to chajlenges sueh
as dnsease toxms aJ!ergens etc.
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Gambro AB

Jakobsgatan 6
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SE-103 91 Stockholm
Telephone +46-8-613-65 00
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