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For guidance, certain figures are also stated in USD in this annual report. These figures represent approximations. For profit and

loss items 2003 and 2002 they are based on the average USD exchange rate during 2003 (SEK 8.09). Balance sheet items 2003
and 2002 and market data are based on the USD exchange rate at the end of 2003 (SEK 7.26).

All market data in this annual report are Gambro’s own estimates.
A glossary is incorparate on page 68 in this report for clarifications of certain industry related words.

Financial definitions used in this report are defined on page 39.

ANNUAL GENERAL MEETING

Gamobro's Annual General Meeting will be held on Tuesday, April 13, 2004, at 5:00
PM, at Aula Magna, Frescativigen 6, Stockholm. Sharehalders who wish to participate
in the Annual General Meeting must be listed in the share register maintained by the
Swedish Central Securities Depository and Clearing Organization (VPC) on Friday, April
2, 2004. Shareholders whose shares are registered in the names of trustees must in
ample time prior to Aprit 2, 2004 temporarily reregister the shares in their own names
in VPC's share register, Shareholders who wish to participate in the Annual General
Meeting must notify the Company by mail at Gambro AB, Box 7373,

SE-103 91 Stockholm, not later than 12:00 noon on Monday, April 5, 2004.
Netification may also be made by telephone at +46 8-613 65 57, by fax

at +46 8-613 65 78, or on the company’s website: www.gambro.com/investors/.

A separate invitation has been sent to Gambro shareholders.

DIVIDEND

The Board of Directors has proposed a dividend of SEK 1.10 {1.10) per share for
2003 and April 16, 2004 as the dividend date of record. If the Annual General
Meeting approves the proposal, dividends are expected to be paid from VPC on April
21, 2004,

CALENDAR 2004

Annual General Meeting: April 13, 2004
Three-month report, January-March: April 23, 2004
Six-month report, January-Jung: July 21, 2004

Nine-month report, January-September: October 21, 2004

Al financial information is published on Gambro’s website, www.gambro.com,
immediately after release.

FINANCIAL REPORTS CAN BE ORDERED FROM
Gambro AB

P.0. Box 7373

SE-103 91 Stockholm, Sweden

Phone: +46 8 613 65 00

Fax: +46 8 6136578

weborder@gambro.com

INVESTOR RELATIONS

Pia Irell, Vice President, Investor Refations. Phone: +46 8 613 85 91
E-mail; pia.irell@gambro.com

Kevin Smith, President, Gambro Inc. Phone: +1 303 232 68 00
E-mail: kevin.smith@us.gambro.com

Editorial management: Gambro Investor Relations in cooperation with Strateg, Orebro. Layout: Strateg, Orebro. Phato: Mats Widén, Stockhoim. Prepress and print: db Grafiska, Orebro
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Gambro in brief

Gambro is a medical technology and healthcare company, with global leadership
in renal care products and services as well as blood component technology.

With 40 years of experience in the field, Gambro possesses profound knowl-
edge and understanding of the needs of patients and healthcare providers alike.
Gambro has grown, evolved and advanced over the years with ong primary objec-
tive in mind: to constantly strive for better ways to serve customers and patients.

Gambro Heaithcare is one of the leading providers of kidney dialysis services

in the world, serving 54,900 patients at mors than 700 clinics worldwide. With
12,720 employees and MSEK 15,701 (MUSD 1,841} in revenues 2003 this busi-
ness accounts for 60 percent of Gambro’s total revenues.

Gambro Renal Products develops, manufactures and supplies hemodialysis,
peritoneal dialysis and acute dialysis equipment. With production facilities in more
than ten countries and sales in 90, Gambro Renal Products is a global leader.
With 7,010 employees and MSEK 9,911 (MUSD 1,225 ) in revenues 2003 this
business accounts for 33 percent of Gambro’s total revenues.

Gambro BCT provides technology, products and systems to blood centers and
haspital blood banks. Gambro BCT is the world leader in apheresis and cell
therapy, and is a driving force behind the development of blood component col-
lection and purification. Gambro BCT operates production facilities in the U.S. and
in the U.K., and has sales in more than 90 countries. With 1,280 employses and
MSEK 1,784 (MUSD 221) in revenues 2003 this business accounts for 7 percent
of Gambro’s total revenues.

Gambro has about 21,200 employees in some 40 countries and revenues of
SEK 26.1 billion (USD 3.2 billion) in 2003.

REVENUES (EXTERNAL) REVENUES (EXTERNAL)
BY BUSINESS AREA 2003, % BY MARKET 2003, %

M Gambro BCT 7% B Europe, Africa and Middle East 30%
] Gambro Healthcare 60% ] United States 62%
[] Gambro Renat Products 33% {71 Asia, rest of the world 8%
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Vision and purpose

VISION - To be the globally preferred partner
among patients and healthcare providers by

delivering world class blood- and cell-based

solutions and services.

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

GAMBRO’S LEADING CAPABILITIES

A technology leader in priority areas

¢ With 40 years of experience in blood and
cell-based therapies, Gambro has
delivered a stream of innovative products

A competitive service organization

¢ Gambro has well-established clinical man-
agement and service procedures
designed to deliver consistent treatment
with the best outcomes

¢ Decentralized management structure, to
make the most of local and regional
opportunities

¢ Excellent patient systems, easily acces-
sible, attentive to compliance issues

A competitive product organization

e Gambro has worldwide, well-known
brands, recognized for quality

* The company has extensive, enduring cus-
tomer relations

A success factor for Gambro is the compa-
ny’s culture of commitment and ownership

GAMBRO ANNUAL REPQORT 2003

Strategy

Gambro’s overall strategy sets the direction
and priorities that define the opportunity and
risk profile of all the company’s business activ-
ity. The strategy is used as the basis for de-
ciding where to allocate resources to ensure
the maximum long term creation of value.

GAMBRO’S OVERALL STRATEGY

¢ Deliver on Gambro’s core businesses — renal
care, renal products, blood bank technology
and therapeutics

¢ Provide outstanding capabilities for dialysis
care — including associated products,
therapies and service offering maximum user
efficiency; and dialysis treatment models that
assure the consistent delivery of preeminent
medical outcomes

* Provide outstanding capabilities for blood
and cell-collection and processing — deliv-
ering products and services for the cost-
efficient supply of safe, high quality blood
components; and bringing automation to the
whole blood market

* Reach global scale and presence in selected
markets — maintaining a position of leader-
ship in core markets (Europe and the U.S)),
and focusing on Japan and emerging mar-
kets (Asia and Latin America)

* Take advantage of selected, innovative
growth opportunities.




The Gambro heritage - Gambro was founded in Lund, Sweden,
in 1964 by the industrialist Holger Crafoord, who carried out the industrial devel-
opment and marketing of the single-use artificial kidney invented by Professor
Nils Alwall, Single-use artificial kidneys and dialysis machines began to be mass-
produced in 1967, and in the 1970s the first plant outside Sweden was built

in Germany. Publicly listed in 1983, Gambro gradually built its operations into a
globally leading company in ranal care, healthcare services, cardiovascular sur-
gery and blood-component technology.

Gambro has acquired a number of companies with expertise in specific product
areas, enabling it to broaden its product range. Acguiring the French Hospal
Company in 1987 gave Gambro access to the most advanced dialysis membrane
in the world at the time. The revolutionary BiCart bicarbonate cartridge was intro-
duced in the same year. )

The acquisition of the American COBE operations in 1990 gave Gambro access
to bloodcomponent technology including the Spectra blood separator and, later, a
new system for collection of bicod components, Trima. In 1992, Gambro expand-
ed its operations by acquiring a majority stake in the American REN Corporation
clinic chain. Vivra in the US — the world’s third-fargest dialysis-clinic chain — was
purchased in 1997 and integrated with Gambro's American dialysis-clinic opera-
tions.

The Intensive Care and Anesthesia business area was sold in 1994, and the
Cardiopulmonary Care business area was divested in 1998. In 1994, Incentive
became the majority shareholder in Gambro. Two years later, Gambro became a .
wholly owned subsidiary of Incentive. At the same time, the streamlining of the
Group toward medical technology continued, and in 1998 Incentive changed its
name to Gambro.

What's in our name? - Gambro is an abbreviation of the Swedish
“Gamla Brogatans Sjukvardsaffar Aktiebolag.” Roughly translated: “Oid Bridge
Street Medical Supplies Company Limited.” The company was registered in
Stockholm, Swedan, in 1946. The name survived until 1953, when it was
changed to AB Gambro. (AB is the Swedish equivalent of America’s Inc., Britain's
PLC or France's S.A.). AB Gambro was subsequently changed to “Tondrsfilm AB”
(Teenagefilm), a company whose activities were described as “recording and
distribution of motion pictures.” This was the company that Swedish busingssman
Holger Crafoord acquired in 1958.

When Crafoord went ahead with the commercial production of Professor Nils
Alwall's artificial kidney in 1964, Crafoord chose “Tondrsfilm AB" as the corporate
entity for this new project, which was quickly renamed AB Gambro. The final shift
to the present name took place in 1998 when the company’s owner, incentive AB,
decided to rename itself Gambro AB. The return to Stockhoim's Old Bridge Street
was complete.
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Action to take advantage of
business opportunities and future growth

In 2003 Gambro produced some noteworthy improvements. Financial stability, good capacity
and realizing the potential of the service business in the U.S. are all the result of successful stra-
tegic measures that have helped Gambro reach its financial objectives this year.

Dear shareholder:

Company-wide initiatives during 2003
have focused on improved treatment out-
comes, improved financial performance,
business portfolio management and risk
mitigation. In each of these areas, prog-
ress has been made.

2003 financial performance
Our financial targets for 2003 included a
revenue growth rate of 8-10 percent and
even greater increases in our earnings
and operating cash flow.

With 8 percent revenue growth (cur-
rency adjusted) we are delivering results
in line with the target and above market
growth.

General financial improvement is re-
flected all the way through the income
statements — from revenues to net in-
come and earnings per share. This is
the result not only of operational devel-
opments, but also of the leverage of un-
changed goodwill amortization and an

improved financial net. The improved lev-

erage of goodwill amortization is the re-

sult of fewer clinic acquisitions. Improve-

ments in the financial net are due to sig-
nificantly reduced net debt and lower
interest rates. Improved earnings and
working capital management — in com-
bination with fewer clinic acquisitions —
have served to improve cash flow.

For the company as a whole, I'm
pleased with the improvement in op-
erational and financial efficiency, even
though there is still room for more.

Challenging the environment
For the next few years, we expect annu-
al underlying patient volume growth to
average about 6 percent in our markets.
Healthcare systems are coming under

GAMBRO ANNUAL REPORT 2003

increased pressure in many developed
countries. Therefore it is wise to assume
that any action taken by governments or
insurance companies to restrain health-
care spending is likely to have an impact
on the dialysis sector.

In the renal products area, increased
price pressure appears to be emerging
as a challenge in countries like the UK
and Germany. To successfully compete,
proactive measures are almost certainly
called for.

On the one hand, getting maximum
leverage from our fixed cost base (man-
ufacturing, supply chain, and clinic uti-
lization) is essential. Carefully assessing
locations for expansion in terms of local
cost and competitiveness is also a key to
success.

On the other hand, in a business en-
vironment where the labor component
makes up a large part of total treatment
costs, and the healthcare industry is fac-
ing almost universal pressure on its mar-
gins due to a lack of reimbursement in-
creases, a R&D portfolio with an appro-
priate product mix is no less important.
Developing renal care systems that pro-
vide a combination of high user-efficien-

cy and high-quality patient care is a prior-

ity in this context.

Business performance

Over the past few years, Gambro Health-
care US has delivered stable performance
improvement. From a cash flow perspec-
tive, this business area is very attractive
today.

Outside benchmarking indicates that
we are competitive on a cost per treat-
ment basis, although some room remains
for improvement in terms of revenue per
treatment. We are continuing to focus on

the day-to-day execution of the core el-
ements critical to our business, and we

are seeing the results of improved clin-

ic productivity with labor cost per treat-
ment stable.

During the past year, the United
States Department of Justice continued
its investigation of Gambro Healthcare
US. Depending on the results of its inves-
tigation, the U.S. government could seek
material monetary penalties and other
remedies.

Our compliance and IT processes are
competitive strengths, and medical out-
comes continue to improve. Looking for-
ward, industry argumentation for in-
creased reimbursement remains high on
the agenda, for us and the industry.

With new management in place since
the end of 2002, Gambro Healthcare In-
ternational (non-U.S.) is focusing primar-
ily on organic growth and increasing op-
erational efficiency in its existing clin-
ic base.

A turn-around program initiated
by the new management is now well
underway. Over the past year, business
problems have been identified and
addressed on certain markets. Efforts are
now being concentrated on making the
most of core capabilities such as medical,
clinic operations, and organic growth.

During the second half of 2003, the
profit performance for Gambro Renal
Products has declined, due to the nega-
tive currency effect of a weaker U.S. dol-
lar, -one-time costs related to actions to
improve long-term profitability, includ-
ing an initiated closure of two non-syn-
thetic dialyzer plants. Besides the imple-
mentation of a more efficient and flexible
production structure, we are convinced
that it is essential to have a firm focus on




profitable growth in this business area.
Gambro Renal Products’ performance im-
provement agenda is reflected in the de-
tails of the “Simplicity Program”, which
is now very well defined in terms of con-
tent, prospective milestones and busi-
ness impact. A new business area pres-
ident, Jon Risfelt, joined Gambro Renal
Products in November 2003. Together
with his team, his key priorities are to
address sales and marketing issues, fur-
ther improve the R&D pipeline and carry
out competitive cost management.

Blood banks represent an industry
with great potential, and Gambro BCT is
well positioned to capture much of this
growth.

Qur core business in this area, auto-
mated blood component collection, is
part of a market of approximately SEK
2.4 billion. In this segment, Gambro BCT
is the leading player with a market share
of some 40 percent. The year 2003 saw
the launch of two new products, Trima
Accel and OrbiSac, both of which are key
products for growth, especially outside
the United States Trima Accel will fur-
ther strengthen Gambro BCT’s leading
position in automated blood component
collection, and OrbiSac will take Gam-
bro BCT into a new market segment: the
component lab for whole blood process-
ing. This is an area greatly in need of im-
proved processes, which we can pro-
vide.

With our products for therapeutic
cell collection and processing, Gambro
BCT is also well positioned here. This
segment is poised for long-term inno-
vation thanks to the enabling technolo-
gies, which we provide for advanced cel-
lular processing techniques. The major
challenges Gambro BCT will be facing in

the years ahead include achieving global
growth outside the U.S. and successfully
launching additional new products.

in the blood bank segment, we have a
strong current offering, which combined
with interesting projects for long-term
growth may provide Gambro BCT with
some significant expansion.

Our renal products portfolio is being
tailored to capture the future opportuni-
ties of our long-term market trend fore-
casts.

QOutlook

In the year behind us, we have achieved
a high level of stability and predictability,
and we intend to continue to do so in the
year ahead. Strong financial performance
and our policy of selective acquisitions
have resulted in the generation of a

solid cash flow — even though our
investments in production capacity have
been high. Thanks to these efforts, we
now enjoy greater flexibility in making
decisions about where to deploy our
future cash flow for the best returns.

We will concentrate all our business
activities in areas with the greatest po-
tential return. This is a demanding pro-
cess. It requires improved performance
in terms of growth, cost limitation, and
innovation, all at the same time. In the
year ahead, both our R&D pipeline and
our executive management efforts will
be directed towards securing core busi-
ness competitiveness.

For 2004 we are expecting revenue
growth in the range of 6-8 percent, i.e.
slightly lower revenue growth than for
2003, primarily due to external chal-
lenges such as lack of reimbursement in-
creases in the U.S. and price pressure in
certain markets. But also as a result of

LR LR R
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the strong improvement in performance
during 2002 and 2003, further improve-
ments will be achievable but more chal-
lenging. Gambro will target growth in
earnings and operating cash flow for
2004 in excess of revenue growth.
Gambro is engaged in an
extraordinary enterprise in which both
our employees and our customers are
working not only to make a living, but
also for the benefit of dialysis patients
and other customers around the world.
I'd like to take this opportunity to thank
them all for their outstanding efforts
in the year gone-by, and to express the
great satisfaction I feel at the prospect of
working together with them in the year
ahead.

o

Soren Mellstig
President and CEO

GAMBRO ANNUAL REPQRT 2003 5




Gambro overview 2003

2003 was a good year for Gambro with strong momentum for Gambro Healthcare and
Gambro BCT but growth at a slower pace for Gambro Renal Products. The financial net
improved significantly and our net debt is clearly at a lower level than a year ago.

The Board of Directors and the President of Gambro AB (publ), Corp. Reg. No.
556041-8005, domiciled in Stockholm, hereby submit their Annual Report and
consolidated financial statements for fiscal year 2003. The financial performance,
business conditions and anticipated future development of each business area are
described on the following pages in this Annual Report. Comments on the financial
performance of the Group are provided in relation to the income statements, balance
sheets and cash flow statements, (page 38-42).

Parent company

Gambro AB's aperations of the parent company consist of Group management func-
tions. While the parent company does not have any hranch offices outside Sweden,
the Group has branch offices in three countries. Their effect on the Group's earnings
and position is insignificant. Beginning in 2005, Gambro will report according to
International Financial Reporting Standards (IFRS). Major differences in accounting
principles and the company’s preparations for the transition are described on page 45.

KEY FINANCIALS GAMBRO GROUP

currency
2003 2002 nominal  adjusted

Gambro group revenues, MSEK 26,133 27,574 -5% +8%
Number of employees 21,193 20,907  +1%

EBITDA, MSEK 4,334 4501 -4% +7%
EBITDA margin, % 16.6 16.3

EBIT, MSEK 1,581 1594 -1% +7%
EBIT margin, % 6.0 58

Net income, MSEK 1,422 612 +132%

Operating cash flow, MSEK 1,754 1,540 +14%

Cash earnings per share, SEK 12.11 1021 +19%

EBITDA: Earnings before interest, taxes, depreciation and amortization
EBIT: Earnings before interest and taxes

OPERATING MARGIN EARNINGS BEFORE

(EBITDA), % TAX, MSEK
20 2,000
15 HE) 16.6 1,500 1,530
L[ 1,000 \
500
; |
s
-500
2001 2002 2003 2001 2002 2003
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Financial highlights 2003

* Revenues for the Gambro group increased by 8 percent currency adjusted 2003,
in line with the company’s outlogk of 8-10 percent growth for the year. The objec-
tive was reached though organic growth.

¢ Operating margin (EBITDA-margin) was improved to 16.6 percent (16.3
percent), as a result of the improved profitability within Gambro Healthcare and
Gambro BCT.

¢ Financial net improved to MSEK -51 (-531), a significant improvement due to
lower interest rates, a reduced net debt and a weaker US doflar.

« Earnings before tax improved by 44 percent,

« Earnings per share improved to SEK 4.13 (1.78); SEK 1.53 (1.05) excluding
nonrecurring tax effects for both years.

Operating cash flow 2003 was improved to MSEK 1,754 (1,540). The strong
cash flow was primarily a result of improved profitability in core business and
fewer investments, although from a high level.

» The net debt was reduced by SEK 2.6 billion to SEK 5.8 biflion since January 1,
2003, despite continued relatively high investments, MSEK 2,259 in 2003 versus
MSEK 2,994 in 2002. About 70 percent of the reduction in net debt was due to a
weaker US doliar.

Dividend proposal for 2003 SEK 1.10 (1.10) per share.

EARNINGS PER NET DEBT,

SHARE, SEK SEK BILLIONS
ol U
Al
6L [ | —
8 ECTY

84
-10
2001 2002 2003 2001 2002 2003

[ EPS (excl. nonrecurring)
[_J EPS (inc. nonrecurring)




Significant events of 2003 announced through press releases

March

¢ Gambro is focusing the development of dialysis machines within Gambro Renal
Products. A new organizational structure introduced to strengthen the develop-
ment of dialysis machines and shorten the time to market (see page 17).

¢ The Board of Directors approved a stock related incentive program including
an employee stock option program, and a share program including perfor-
mance and restricted shares (see Note 3).

¢ | ena Torell was proposed and later elected at the Annual General Megting of
Gambro AB as a member of the Board of Directors of Gambro AB (see page 64).

April

¢ Gambro received the final judgment related to a lawsuit that has proceeded in
the U.S. for six years. Gambro was ordered to pay compensatory damages to
the plaintiffs of MSEK 10 (amount fixed in December). The process is related
1o a public offer in 1985 fo the public owners in REN Corporation.

July

e Gambro Renal Products in the United States received FDA clearance of the
510(k) Notification for the Polyflux® LR Hemodialyzer. This is the newest
member of its synthetic hemodialyzer product line (see page 17).

October

o BCT software for interface with blood center information systems received
U.S. Food and Drug Administration market clearance, allowing the two-way
software interface betwaen Gambro BCT's Vista™ Information System and
Wyndgate Technologies SafeTrace® blood center software to share critical
donor, blood collection and blood center operaticns information.

Gambro BCT platelet technology cleared by the U.S. Food and Drug
Administration for seven-day storage of platelets collected with Trima® and
Spectra™ systems. This is a significant increase over the previously approved
five-day shelf life of platelets (see page 23).

Navigant Biotechnologies Awarded MUSD 2 Department of Defense Research

Gambro outlook 2004

funding to develop military applications for the pathogen reduction technology
to improve blood supply safety for U.S. Troops.

e Gambro included in Dow Jones Sustainability World Index (see page 30).

¢ Jon Risfett, previously President and CEO of Vodafone in Sweden appointed
president for Gambro Renal Products (see page 19).

November

® Gambro won tax case when the Supreme Administrative Court’s ruling regard-
ing the fiscal acquisition value of previously divested ABB shares was con-
firmed by the Lower Tax Court (Lansratten). Together with an earlier ruling this
corresponds to a tax savings of MSEK 894, which are recognized as income
in the fourth quarter 2003 (see note 186).

December

¢ Gambro BCT’s newly developed Trima Accel automated blood collection sys-
tem for the collection of leukoreduced platelets and plasma was approved by
the Japanese Red Cross. This is a major milestone for Gambro BCT on the
important Japanese market (see page 22).

After the balance sheet date

e In January 2004 Gambro anncunced that the company will close its non-syn-
thetic dialyzer plants in Dransfeld, Germany and Koga, Japan. Closure of the
plants is a step to further focus on synthetic dialyzers to meet growing market
demand and to reach a more efficient production structure. The plants. will be
closed by the end of June 2004 (see page 16).

» Navigant Biotechnologies, Inc, a wholly owned subsidiary of Gambro, is apply-
ing its Mirasol pathogen reduction technology to platelets and red blood cells.
Based on progress and evaluation of the technology, the market conditions and
external funding opportunities, the development focus for 2004 will be on the
programs most likely to support Gambro BCT for specified products and geo-
graphical markets. Navigant expects to spend around MUSD 10 in 2004. The
spending for 2003 was MSEK 155 (see page 24).

For 2004 the company is expecting currency adjusted revenue growth in the range of 6-8 percent, i.e. slightly lower than for 2003. This is primarily due to external
challenges such as lack of reimbursement increases in the U.S. and price pressure in certain markets, but also as a result of Gambro's strong improvement in perfor-
mangce 2002 and 2003. Gambro will target growth in earnings and operating cash flow in excess of revenue growth for 2004. Further financial improvements will be
achievable, but more challenging. Below, the agenda for each of Gambro’s business areas, the base for the overall group objectives.

Cegitre Remel Frodies Grmisre BET

Growth and profitability: The objective is to reach
revenue growth in the range of 6-8 percent, with
operating earnings growing at a slightly higher rate
than revenugs.

Market objectives: Concentrate on existing clinic
base and the establishment of new clinics in selected
markets.

Priorities: Country and clinic-specific improvement
programs. Enhance delivery of dialysis to further
improve treatment outcomes, clinic productivity and
revenue per treatment.

Growth and profitability: The objective is to achieve
revenue growth in the range of 3-5 percent. Operating
earnings will be negatively impacted by the ongeing
improvement pragram short-term, while the benefits
of the program will come late in 2004 and thereafter,
Market objectives: Maintain strong positions in
core markets while expanding in the U.S., Japan and
selected markets in Asia and Latin America.
Priorities: Offer products, therapies and weil-
defined services tailored to specific customer
needs in different regions. Simplify processes to
improve global productivity.

Growth and profitability: The chjective is to reach
revenue growth of about 8 percent in 2004, while
protecting operating margin.

Market objectives: Maintain a strong position in the
U.S. market, while expanding in Europe and selected
markets in Asia and Latin America.

Priarities: Evolve from an apheresis company to a
blood bank technology company. Expand into the red
cell market and component fab field. Support and
extend cell therapy and therapeutic apheresis business.

GAMBRO ANNUAL REPORT 2003




The renal market

Dialysis saves lives. About 1.3 million people suffering from chronic renal failure receive dialysis
treatment around the world today. Without this care, or the alternative of a transplanted kidney,

they would not survive.

The number of people receiving renal
care is increasing by an average of about
6 percent each year. This is driven by a
number of factors: an ageing population,
which is increasingly more prone to kid-
ney failure; increased incidence of dis-
eases of affluence such as diabetes and
hypertension, that may lead to kidney
failure; increased resources to treat kid-
ney failure in emerging markets; and the
improved treatment of End Stage Renal
Disease that increases patient life expec-
tancy.

The rapid development of renal care
has resulted in a global industry provid-
ing dialysis treatment, related services
and products. Dialysis is expected to re-
main the dominant treatment for End
Stage Renal Disease. The only alternative

today, kidney transplantation, is preclud-
ed for most patients due to the shortage
of donor organs.

Dialysis service market

The global market for dialysis service
amounts to about SEK 325 billion (USD
45 billion), and the number of dialysis pa-
tients is growing by about 3-5 percent a
year in Europe, the U.S. and Japan and
by about 10 percent in the rest of the
world. The mortality rate among patients
is high, due to their relatively high age
and the fact that they often are concur-
rently suffering from other diseases.

SERVICE CUSTOMERS
The customer in the renal care industry
is the dialysis patient, who receives treat-

MARKET SHARES, DIALYSIS CHAINS, DECEMBER 2003

Global us. Europe Rest of the world
patients % patients % patients patients %
Fresenius Medical Care 119,250 9 82,400 26 18,700 7 18,150 3
Gambro 54,850 4 43,350 14 8,900 3 4600 <t
Davita 48,500 4 48,500 16
Renal Care Group 22,300 2 22,300 7
Baxter 17,600 1 2,800 1 15,000 2
Kuratorium 16,800 1 16,800 6
Dialysis Clinic Inc 12,100 1 12,100
National Nephrology 4,600 <1 5,600 2
Patienten-Heimversorgung 5,600 <1 4,600 2
Satellite, American Red Cross 3,900 <1 1,800 <1 2100 <t
Braun Eurocare 3,000 <1 3,000 1
Subtotal 308,500 24 216,050 69 52,600 20 38,850 5
Other care providers 1,003,500 76 96,950 3 214,400 80 692150 95
Dialysis patients per region 1,312,000 100 313,000 24 267,000 20 732,000 56

MARKET SHARES, DIALYSIS PRODUCTS 2003, %

Hemodialysis Peritoneal Renal  Total dialysis

dialysis Intensive Care products

Gambro 21 2 55 17
Baxter 8 72 12 25
Fresenius Medical Care 33 18 9 28
Other care providers 38 8 24 30
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ment, and the payer, whether this is the
government, an insurance company or a
managed care organization.

SERVICE COMPETITORS

The worldwide renal services market is
fragmented with the top 10 private pro-
viders treating less than one-quarter of
the patients. In the U.S., however, four
major dialysis chains, including Gambro,
account for more than 60 percent of the
market.

SERVICE MARKET TRENDS

An increasing number of countries are
permitting private dialysis clinics, a de-
velopment that benefits industry growth.
In most major markets, however, some
sort of governmental health insurance

- KIDNEY FAILURE AND DIALYSIS

There are several different reasons for kidney failure,
but the leading causes are glomerulonephritis, (i.e.
inflammation of the glomeruli in the kidney), long-
standing diabetes and hypertension, which account for
between half and three-quarters of the patients. Apart
from these, there are many other causes that might
lead to acute or chronic renal failure.

Acute renal failure may be a temporary problem.
The reason for this condition could be diminished
blood supply to the kidneys, obstructed urine flow or
traumatic damage to the kidneys, €.g. as a result of
major surgery or a car crash. After acute treatment,
usually with some sort of hemodialysis, the kidneys
may recover or the patient may need to be transferred
to dialysis for chronic failure.

Chronic renal failure can be the result of a gradual
decrease in the function of the kidneys over a long
period of time, In these situations, the kidneys are irre-
versibly damaged, and their function will never recover.
An End Stage Renal Disease (ESRD) patient requires
renal replacement therapy such as kidney transplanta-
tion or dialysis o survive.




program provides financing for the vast
majority of dialysis treatments. After sev-
eral decades of increasing resources
being directed into health care, govern-
ment policies in the western world are
now characterized by efforts to cut back
on expenditure. Reimbursement is strict-
ly regulated, while costs for personnel
and vital pharmaceutical products are in-
creasing. Furthermore, the U.S. market
for certain pharmaceuticals is greatly re-
stricted, with only one supplier. Even
greater efficiency is therefore imperative
to the industry.

SERVICE MARKET OUTLOOK

While continuous, good and stable mar-
ket growth can be anticipated in the fore-
seeable future, the renal care industry’s
future earnings performance is, to a sig-
nificant extent, dependent on reimburse-

ment systems and economic growth in na-

tional markets, healthcare policies, forms
of financing as well as healthcare tradi-

tions. In the largest market, the U.S,, dialy-

sis providers are faced with a challenging
business climate. For more information
about the U.S. reimbursment system see
page 12 in this report.

DIALYSiS MODALITIES

Hemodialysis. The blood is conducted, via blocd
lines outside the body, through the dialyzer, where the
purification takes place. In the dialyzer, the blood and
the dialysis fluid flow on opposite surfaces of a thin
membrane. Waste products are transported from the
blood through the membrane and carried away by the
dialysis fluid. The body’s excess fluid is also removed
through the membrane by means of a pressure dif-
ferential created by the dialysis machine. The entire
process is monitored and controlled by the dialysis
machine. Hemodialysis usually involves treatments that
last 3-5 hours, three times a week and can be per-
formed either in hospital units, in self-care centers or
at home. About 89 percent of all dialysis patients are
treated with hemodialysis.

Peritoneal dialysis differs from hemodialysis in that
the blood is treated without being remaved from the
body. Instead, the cleansing fluid is brought into the
patient's abdominal cavity, where the peritoneum acts
as a dialysis membrane. Dialysis fluid in plastic bags,
sterile medical lines, and in some cases a special
machine used o pump the fluid in and out of the body,
are required in this form of treatment. In the most

Dialysis product market

The market for renal care products is
characterized by a stable year-on-year in-
crease that is essentially unaffected by
economic fluctuations. The total value of
the market is approximately SEK 60 bil-
lion (USD 8.3 billion). The market is sub-
ject to annual average price pressure of
2-3 percent.

PRODUCT CUSTOMERS

Outside the U.S,, customers of renal
products companies are mainly public
hospitalis, as the world market for dialysis
is still very regulated. Private internation-
al dialysis chains, local dialysis clinics,
and hospitals are also important custom-
ers. Gambro Healthcare is Gambro Renal
Products’ largest customer. 13 percent of
Gambro Renal Products’ output is sold to
Gambro Healthcare. Gambro Healthcare
buys more than 80 percent of the dialysis
products used in its clinics from Gambro
Renal Products.

PRODUCT COMPETITORS

In the segment for renal care products,
the three largest competitors are
German-based Fresenius Medical Care,

Baxter of the United States and Gambro,
which together supply two-thirds of the
worldmarket.

PRODUCT MARKET TRENDS

For renal products, industry trends point
to further globalization and consolida-
tion, from many local and regional play-
ers to three big, global companies with
some 70 percent of the market. Inno-
vation will be a battle on many fron-
tiers, with a shift in product and mar-
keting focus towards therapies, care sys-
tems and solutions, and away from single
products. A changing customer land-
scape will also pose new challenges in
marketing, branding and customer rela-
tions.
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common form of peritoneal dialysis, known
as CAPD, (Continuous Ambulatory Peritoneal
Dialysis}, the patient manually changes the dial-

ysis fiuid approximately every four hours, With \

APD, (Automated Peritoneal Dialysis), treatment
can be performed by a machine, and can thus
take place even when the patient is sleeping.
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Gambro Healthcare

Emphasizing quality care, efficiency, regulatory affairs and compliance, 2003 was an excellent year for
Gambro Healthcare’s business in the U.S., both financially and medically. At the same time, new man-
agement has set a new agenda for non-U.S. business where the earnings trend has turned upwards.

Financial performance 2003
Gambro Healthcare delivered strong rev-
enue growth, corresponding well with
the upper end of the business area’s tar-
get for 2003. Good patient growth and
significantly improved revenues per
treatment contributed to currency ad-
justed revenue growth of 10 percent, to
MSEK 15,701 (MUSD 1,941). The revenue
growth target set for the year was 8-10
percent currency adjusted. Four percent
same store treatment growth was post-
ed for the year in the U.S, and 5 percent
in the non-U.S. business. The somewhat
lower growth in the U.S versus last year
(6 percent) and also in relation to the
non-U.S. business is due to a selective
growth strategy. “Same store” growth
is a term used to denote the increase in
the number of treatments performed at a
comparable number of clinics.

Earnings before depreciation and
amortization, EBITDA, increased by 1

percent to MSEK 2,520 (MUSD 311),
while the EBITDA margin improved to
16.0 (14.8) percent. The strong perfor-
mance in earnings was a result of strong
revenue growth, good underlying patient
growth, and is a notable achievement for
the company, considering that no Medi-
care reimbursement increases were seen
during the year in Gambro’s main mar-
ket, the U.S. This strong performance
was achieved in an environment where
costs are steadily increasing.

In line with a strategy to pursue organ-
ic growth and only occasional, very selec-
tive acquisitions, just 4 (3) clinics were ac-
quired during 2003, while 17 (10) clinics
were divested or closed and 24 (21) new

clinics were opened during the past year.

Gambro Healthcare US

For Gambro Healthcare US, 2003 was a
successful year. Working hard to get the
details right has paid off, and led to strong

REVENUES 1999-2003, MSEK

currency
nominal

financial performance. Increased revenue
per treatment was mainly a result of better
non-governmental payor contracts, greater
collection experience and higher pharma-
cy billing. The company has also been suc-
cessful in securing new acute dialysis con-
tracts. These achievements are the result
of a focused strategy, targeted to improve
both revenues and cost control.

Average revenues per treatment in the
U.S. improved to USD 265, a year-on-year
increase of USD 13. On the cost side, the
company managed a modest 2.5 per-
cent increase in labor costs per treatment,
and increased costs for professional liabil-
ity insurance and legal affairs. Some of the
strategic initiatives taken during the year
have had a slightly negative impact on the
cost side, but are intended to contribute
to the overall performance of the compa-
ny. In this context, costs for pharmaceuti-
cals, costs related to a series of educational
initiatives for patients, and costs related to

REVENUES BY MARKET 2003, %

adjusted 20,000

KEY DATA

2003 2002
Percent of Gambro's total revenues, % 60
Revenues, MSEK 15,701
No. of employees 12,719
EBITDA, MSEK 2,520 2,500
EBITDA margin, % 16.0 14.8
EBIT, MSEK 978 741
EBIT margin, % 6.2

EBITDA: Earnings before interest, taxes, depreciation and amortization

EBIT: Earnings before interest and taxes

GAMBRO HEALTHCARE

» Gambro Healthcare is one of the world's leading providers of kidney dialysis ser-
vices and offers the full range of hemodialysis services, peritoneal dialysis programs
and acute care to more than 54,900 patients in 700 clinics in North and South

America, Australia, Europe and Asia.

* |n addition to the dialysis service in the U.S., Gambro Healthcare Laboratory
Services offers a comprehensive menu of diagnostic services to renal care providers.
* Two organizational segments: Gambro Healthcare US and Gambro Healthcare

International.

16,872
12,618

7% +10% —
+1%
+1%  +19%

10,000 —

5,000 }r —

+32%  +55%

15,000 +—

1l United States 90%
[7] Europe, Africa, Middle East 9%

0 |

1999 2000 2001 2002 2003

STRATEGY

[_] Asia, rest of the world 1%

* Operational excellence in dialysis processes, deliver the best medical outcome
utilizing the most efficient process to preserve and attract new patients.

* Focus on organic growth, selective acquisitions.

* Be an attractive employer.

« Cultivate the company's good relations with the healthcare community.

 Set the bar as the most compliant provider adapting to new rules and regulations.

o Improve revenues per treatment and develop related sources for revenues.

o Leverage synergles between Gambro Healthcare and Gambro Renal Products.

 Gambro Healthcare International is running a transplantation clinic in Argentina.
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Dana Moss is 31 years old and has
been on dialysis for nine years. She
came to the Gambro Healthcare clinic,
San Diego East, when it opened
in May 2002. Elizabeth “Pinky”
Amansec is a registered nurse
working as one of the team
teaders. The clinic has 21 beds -
and is currently treating 43
patients. The patients are
being treated according to
a three-shift set-up, with
the first patients arriving
at 6:00 in the morning.
A treatment ses-
sion usually lasts
between three and
a half and five
hours. This mod-
ern clinic is fully
equipped with
products from
Gambro Renal
Products.

GAMBRO HEALTHCARE GAMBRO HEALTHCARE US, REVENUE PER TREATMENT, USD
GEOGRAPHICAL DATA 270
Number of clinics 2003 2002 260
Us. 562 549
Rest of the warld 142 144 250
Total 704 693 240
Number of patients ; B
Us. 43350 42,640 230
Rest of the world 11,500 10,860 220
Total 54,850 53,500 210
Number of treatments in consolidated clinics ithousand)
us. 6,563 6,267 012002 022002 Q32002 Q42002 Q12003 022003 Q32003 Q42003
Rest of the world 1,363 1,307 .
[Jtaboratory
Total 7.932 7,584 [l Dialysis treatment
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the roll-out of an e-signature system all had
a degree of impact.

The 2002 reorganization in the Ac-
counts Receivable and Billing Depart-
ments had a positive effect on cash col-
lections. During 2003 the company fo-
cused on the analysis of outstanding
balances and related reserves, which led
to further improvement. Due to the favo-
rable outcome of this analysis, the com-
pany reversed MSEK 116 of reserves in
2003. (These revenues are not included
in the reported revenue per treatment.)

Gambro Healthcare US initiatives in re-
lated services are proceeding well. The ini-
tiative to develop interventional radiology
centers in conjunction with American Ac-
cess Care and the Philadelphia Vascular In-
stitute is producing encouraging results.

SUBPOENA

During 2003 Gambro Healthcare has con-
tinued to provide responsive documentary
submissions to the US Department of Jus-
tice and to facilitate voluntary Department
interviews with certain individuals. Gam-
bro has also begun very preliminary dis-
cussions concerning a possible resolution
of this matter with the US Department of
Justice, but Gambro cannot predict wheth-
er or when a settlement will be reached or
the terms of any such settlement. Depend-
ing on the results of its investigation and
the resolution discussions, the US govern-
ment could invoke, or a settlement could
involve, material monetary penalties and
various other remedies. The subpoena
served on Gambro has necessitated a pro-
cess that has been and is expected to con-
tinue to be expensive to pursue. MSEK 56
(99) in legal fees and other costs of collect-
ing the information requested in the sub-

L 4
poena were accounted for during 2003 (in
"Other”). The legal fees for 2004 might
be in the same range as those for 2003,
but is dependent on any response from
the U.S. government.

U.S. reimbursement for dialysis
In recognition of the life-saving nature

of dialysis treatment for patients with

End Stage Renal Disease, ESRD), the U.S.
Government has enacted legislation that
makes reimbursement available to provid-
ers from Medicare after a patient has been
treated for 30 months. During the first

30 months of treatment, the individual
dialysis patient is responsible for treatment
costs either personally or through his or
her insurance company. (As extensive as
the costs are, virtually no one pays them
personally.)

There are currently three components
of the payments: a fixed amount for the
treatment (the composite rate); a variable
amount for pharmaceuticals; and an adjust-
able amount for certain laboratory tests.
The composite rate average of about USD
130 per treatment covers no more than
the cost of the treatment, at best. Dialysis
providers, including Gambro are continu-
ously lobbying for changes in the way in-
creases in the reimbursement rate are de-
termined, recommending reimbursements
that reflect changes in a market basket of
costs. Increases in the composite rate must
be voted upon by the U.S. Congress. To
date, there have only been two increas-
es since the inception of the program: 1.2
percent in 2000 and 2.4 percent in 2001,

A reimbursement increase has been
passed for 2005, according to which the
composite rate payment per treatment
will be increased by 1.6 percent. No

increase for 2004, 2006 or beyond

has been specified however. Further
changes in the reimbursement level are
expected for 2005 and onwards, but

are far from certain. Studies will be
made to determine how ESRD will be
reimbursed in the future. It’s likely that
the composite rate will be adjusted

to include all drugs related to dialysis
treatment. Whatever the changes ahead,
they may very well have an impact

on Gambro’s financial performance.
The company expects further clarity
concerning upcoming changes during
the first half of 2004.

Gambro Healthcare
International

Gambro Healthcare International is

a global enterprise, active on four
continents. It does business in a complex
global environment characterized by

a variety of reimbursement systems,
with different healthcare customs and
policies in each country. Historically,
most of the growth of this business

has occurred through acquisitions.
Since 2002, company strategy has

been revised to give priority to organic
growth instead. Although 2003 was a
challenging year, programs and projects
recently initiated have begun to show
results in the form of higher profitability.
Business in Argentina has improved
significantly since the economic turmoil
and devaluation of 2001. In Uruguay
and Italy the company has resolved
some significant challenges and new
management is in place. Argentina,
Portugal, Spain and France generated
favorable financial figures for the year.

GAMBRO HEALTHCARE’'S FINANCIAL OBJECTIVES 2004
* Revenue growth of 6-8 percent
* Operating earnings growing at a slightly higher rate than revenues.

Challenges

 To counteract cost increases outside the company's controf.

 To compensate for flat or reduced government/state dialysis treatment
reimbursement levels.

* To meet increasing regulation and decumentation demands.

+ The Subpoena {see above).

Opportunities

* Developing joint strategic Initiatives between Gambro Healthcare and
Gambro Renal Products.

* Using clinical infrastructure to increase the range of services and increase
revenues per clinic.

* Expanding lahoratory services.

e Increasing clinical efficiency by means of initiatives such as the Six Sigma project.

e Developing alternative pricing scenarios.

FUTURE PROSPECTS

The renal care market is growing steadily at a rate of about 6 percent from year

to year. Gambro Healthcare is well positioned to further enhance its position in the
market through continuous organic growth and improved profitability. The company
is expecting increased demand for a more holistic approach, or to put it another way:
for renal care expressing a continuum of care, improving the health of the patient
and decreasing mortality. To an ever-greater degree, Gambro Healthcare will focus on
pre-dialysis care and the delivery of optimal dialysis and evidence-based treatments,
while developing new dialysis delivery models at the same time.
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What do you consider as highlights for Gambro Healthcare US 20037

We launched our e-signature initiative and made major strides in automating and upgrad-
ing lab processes. We have been able to continue increasing revenue per treatment, and
experience good organic growth. We have improved productivity and outcomes and con-
tinued 1o improve employee retention rates. However, 2003 has also been a challeng-

ing year for us. We continue to provide care without a Medicare cost index update mech-
anism. Also during 2003, we continued to await the resolution of the U.S. Department of
Justice’'s 2001 subpoena concerning regulatory compliance.

Lo
3

",

) ."!'nui;

What are the greatest challenges facing Gambro Healthcare US 20047 -
In the area of business care, our biggest challenges are reimbursement and compliance. %
We need to add more non-government business, which offers us better reimbursement.

We must continue to improve our accounts receivable situation by making sure that we ;fe”gi’ dcelﬁ“:nk;'g‘go
are paid promptly and fairly for the services we provide. In the patient care arena, we must  Gambro Healthcare US
continue to improve cutcomes and quality of care by encouraging a consistent approach

in dialysis adequacy, anemia management, disease management and peritoneal dialysis

retention. In a market situation characterized by a shortage of nurses, our employee care

goals continue to focus on recruiting and retaining the best caregivers available. Key in

this effort will be providing enhanced leadership and employee development programs.

n

&

What opportunities do you see on for Gambro Healthcare US 20047

A further streamiined organizational structure was implemented in January 2004. | believe
we will be able to hold down rising costs while meeting our goals for quality, compliance
and continuous improvement in patient outcomes nonetheless. | am optimistic that we
can help even at-risk patients to achieve better outcomes by using tools such as disease
management and taking a consistent approach in treatment. When our patients achieve
better outcomes, it helps keep health care costs under control and makes our services
more valuable.

What do you consider as highlights for Gambro Healthcare International 20037
2003 has been a challenging year with changes in management and pricrities. The orga-
nization has come together and done a very good job, particularly in focusing on solving
issues and improving productivity at clinics. Difficult business circumstances in Argentina
and Uruguay have been resolved by strong internal forces and more stabilized markets.

What are the greatest challenges facing Gambro Healthcare International 20047 -
The ongoing challenge is to leverage each country’s unique traditions, circumstances and
business conditions to the advantage of the customers and patients. We will intensify our
efforts for better operational efficiency, portfolio management, medical guality and organ-
ic growth. We will also strengthen the identity and mutual confidence of our people, and
sharpen and simplify the processes we use.

Bo-I H
What opportunities do you see for Gambro Healthcare International 20047 P?es?dg:nt,ansson

Business Plans for each of the countries have been distilled into a Key Action Program Gambro Healthcare International
that will drive the organization forward in 2004. | believe we are a strong team and that will

help us achieve improved margins and performance in 2004. The company’s competitive

edge should be service excellence. The company’s medical outcome tracking and follow-

up system is the state-of-the-art in our industry and an important tool for the further devel-

opment of operational performance.
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Utmost quality for better medical outcomes

Gambro Healthcare has become a world-class provider of renal care by combining skilled,
caring, well-trained employees with the latest in medical practices, information technology and

efficient operational procedures.

A well-established team approach en-
sures that patients receive holistic care
that helps them achieve the highest pos-
sible quality of life. Gambro Healthcare
clinics not only provide dialysis thera-
py, they also make social workers and
dieticians available to address the practi-
cal lifestyle needs of patients and their
families.

Gambro patient outcomes
During the past year, Gambro Healthcare
has further developed a number of initia-
tives to improve patient outcomes, some
as a part of Gambro’s Six Sigma project,
which encompasses the mapping of the
dialysis process; the adequacy of the di-
alysis treatment; the capabilities of the
anemia and osteodystrophy manage-
ment; etc. The purpose of the project is
to achieve optimal dialysis processes in
order to improve outcome and operating
efficiencies. This should be possible as
there are some variations in the dialysis

GAMBRO PATIENT OUTCOMES

Gambro documents and follows up each treatment. This is an important routine
to measure the guality of care. Patient cutcomes vary between countries due fo

healthcare traditions, policies and forms of financing.

Kt/V is one method of assessing the dose of dialysis delivered. Most national stan-
dards recommend a minimum KvV of 1.2 in a thrice-weekly dialysis schedule.

Hemoglobin is the iron-containing protein in red blood cells that transports oxygen in
the body. Hemoglobin is used as a marker of anemia management. The current target

process and actual treatment due to dif-

ferences in local praxis.

Gambro Healthcare provides treat-
ment according to a quality management
program, the main initiatives of which
serve to:

« Establish performance standards, de-
fining how to perform the best treat-
ment,

« Establish a clinic-specific methodology
for monitoring patient outcomes,

» Disseminate timely, comparative feed-
back about clinical performance, in
order to evaluate medical outcomes
and performance, and to implement
improvement projects accordingly at
the clinic level, and

* Ensure compliance with local, national
and international regulations.

Pre-dialysis, pre-ESRD

In order to reduce mortality and im-
prove both the quality of life and medical
outcomes for dialysis patients, Gambro

Healthcare US offers a unique, compre-
hensive approach to supporting pre-
ESRD patients and their relatives through
the Connections Program. The mission
of the Connections Program is to build
relationships between Gambro and the
patients in order to provide early diagno-
sis, treatment, education and support of
people with kidney disease.

The program is designed to provide
patients with all the support they may
need to live as normal lives as possible
before dialysis begins and throughout the
treatment process. Working closely with
Chronic Kidney Disease educators, the
patients will learn how to stay healthy
through diet and exercise, how to take
control of a life with failing kidneys, the
different treatment options available (and
which are best for them), and how to
plan a smooth transition to dialysis. The
Connections team may include a nurse-
educator, social worker, dietitian and
other healthcare professionals.

anemia management program was started during 2002 in the U.S. and has provided
substantial added value to patient treatment and improved Hemoglobin levels. Gambro

Healthcare’s anemia management efforts are focused on improving patient hemo-
globin levels, especially those that are below 11 g/dl.

Albumin is the major plasma protein responsible for much of the plasma colloid
osmotic pressure, as it cannot pass the wall of blood vessels. In dialysis patients,

serum albumin is used as a marker of nutrition but also of inflammation. A serum

for hemoglobin in dialysis patients according to DOQ! quidelines is 11-12 g/di. An

Kt/V 21.2, %
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albumin concentration of >3.5 g/dl is generally defined as adequate, although the
target value depends on the analysis method used.

The data presented here include only
hemodialysis patients (not peritoneat
dialysis patients).
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A renal patient needs a carefully planned diet. The intake of protein and energy must be balanced.

For all dialysis patients, a diet with a high amount of protein is prescribed. A large intake of protein
enhances the patient's health. Maricris Pratt has been on dialysis for nine months and Kim Patrick, a
renal dietician working at the Gambro Healthcare clinic in San Diego East, supervises and discusses the
importance of keeping to her prescribed diet.

FLU VACCINATION PROGRAM During 2003, vaccinations were delivered to 27,500 of Gambro’s patients in the USA,

During 2003 Gambro Healthcare U.S. performed an extensive flu vaccination program vaccination were also delivered to family members and care givers.

for the dialysis patients, as the risks and mortality is high for patients suffering from The vaccination rate for 2003 was more than doubled compare to 2002, The

a fiue. ambition going forward is to increase the rate even further as the outcome has been
very good.

DEMOGRAPHICS OF GAMBRO HEALTHCARE'S PATIENTS
(AVERAGES, SEPT-DEC 2003)

u.s. Europe Note
Age, years 61.0 62.3 The average age varies by country in the range of 55 to 64 years.
) - The length of time on dialysis is a function of the mortality rate of the country and

Time on dialysis, years 33 44 of the transplantation rate.

Average bady weight of the patients differs significantly from country to country. The
Weight, kg 74.3 66.2 prescription of dialysis is dependent on body weight; the bigger the patient, the more

individualized the treatment has to be in order to provide an adequate dose of dialysis.
Diabetss as a cause for End 5 in many countries diabetes is the most frequent cause of end-stage renal disease,
Stage Renal Disease, % of the patients 1 17 but in some countries:the cause-is less than 10 percent.
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Gambro Renal Products

An upgraded manufacturing structure with increased capacity is coming on line,
and a performance improvement program has been initiated to secure future profitability

and competitive position.

Financial performance 2003
Revenues for 2003 increased by 4 per-
cent currency adjusted to MSEK 9,911
(MUSD 1,225). This increase included
firm growth for synthetic dialyzers in the
hemodialysis area and for renal intensive
care products in general. The sales trend
was strong in France, the Nordic coun-
tries and in the U.S. Good growth was
also experienced in Spain, Korea, Italy,
Canada and China. However, the compa-
ny continued to face a challenging busi-
ness environment in Germany and the
UK., where revenues declined. Inter-

nal sales, i.e. sales to Gambro Healthcare,
showed growth of 5 percent currency ad-
justed (decreased 9 percent nominal) and
account for 13 percent of the total sales
of the entire business area.

The operating earnings margin (EBIT-
DA) for Gambro Renal Products was
lower at 17.1 percent compared to 183
percent last year. The reduced margin is
partly due to currency effects. As hedg-
es are renewed over time, the weaker
USD is gradually affecting the margins.
The EBITDA was also affected by one-
off costs due to actions to increase effi-
ciency, including closure of two non-syn-
thetic dialyzer plants, in total an effect of

MSEK 65. The business area has also re-
corded about MSEK 70 in one-off costs
for patent issues, and bad debts and relat-
ed costs in Brazil.

The reduction in the EBIT margin
from 9.8 percent 2002 to 6.9 percent
2003, was due to higher depreciation, as
a result of a MSEK 55 write-off related to
the closure of the two dialyzers plants
and depreciation from new investments.

Investments for the future

In hemodialysis the quality and the per-
formance of the dialyzer is crucial when
performing dialysis. Gambro is increasing
its capacity in order to meet the growing,
worldwide demand for its high perfor-
mance synthetic dialyzers. The construc-
tion of additional production lines for
synthetic dialyzers was completed during
the year, providing the additional capaci-
ty to annually produce eight million syn-
thetic membrane dialyzers in Hechingen,
Germany and Meyzieu, France. At these
two sites, dialyzers are manufactured for
both external customers and for Gambro
Healthcare clinics. During 2003, Gambro
also made the decision to further expand
production capacity for synthetic mem--
brane dialyzers. The investment associat-

ed with this decision will add new pro-
duction lines in Hechingen, and increase
production capacity by five million units
annually. First deliveries from the new
plant will reach the market in 2005.

In January 2004 Gambro announced
that the company will close its non-syn-
thetic dialyzer plants in Dransfeld, Ger-
many and Koga, Japan. Closure of the
plants is 2 step to further focus on syn-
thetic dialyzers to meet growing mar-
ket demand and to reach a more efficient
production structure. The plants will be -
closed by the end of June 2004 (see page
16). Gambro estimates the total related
costs at about MSEK 190 . About MSEK
72 of the total estimated costs were rec-
ognized in the fourth quarter 2003. Sev-
erances related to the closures will be
recognized in 2004. In a further move the
U.S. non-synthetic manufacturing joint
venture with Baxter will be terminated
by the end of 2004.

Products and services

In 2003 Gambro received FDA approval
of the Polyflux® LR Hemodialyzer. This is
the newest member of the Polyflux
hemodialyzer product line, used for the
treatment of chronic and acute renal fail-

REVENUES BY MARKET 2003, %

KEY DATA REVENUES 1999-2003, MSEK
currency
2003 2002 nominal adjusted 12,000
Percent of Gambro’s fotal
external generated revenues, % 33 32 10,000 ——
Revenues, MSEK 9911 10,212 -3% +4% S
-of which s intra-group 1263 1,380 9% +5% SO
No. of employees 7,012 6,923 +1% 6000 — b4 L
EBITDA, MSEK 1,697 1,890 -10% -8%
EBITDA margin, % 17.1 18.5 4000 4 4 L
EBIT, MSEK 687 1,002 -31% -31%
EBIT margin, % 6.9 9.8 2000 — =~ e
0

EBITDA: Eamings before interest, taxes, depreciation and amortization

EBIT: Earnings before interest and taxes
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B United States 20%
(] Europe, Africa, Middie East 63%
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ure. The Polyflux LR may be reprocessed
for reuse with the same patient and is an
important item in Gambro’s U.S. prod-

uct range.

In another development, a needle
protection system, Plume SP, which
guards nurses agaiﬁst needle injuries was
launched during 2003.

Gambro also introduced an innova-
tive training program for the hemodial-
ysis machine AK 95 S—a Flash-format-
ted package in 20 languages that medi-
cal staff can use to train the increasing
number of patients choosing to dialyze
at home. The Gambro AK 95 8 is the first
hemodialysis machine to have a remote
panel that can be adjusted by the patient.
In the home dialysis sector, the new AK
95 § Training Program is of strategic im-
portance for Gambro.

In a concerted effort to reduce prod-

GAMBRO RENAL PRODUCTS

Maricris Pratt and Monroe
Billingsley, also known as Mr. B, are
both dialysis patients and got to
_ know each other at the clinic being
in the beds next to each other. They
are both being treated with the heip
- of the Phoenix machine, the Bicart
" cartridge and. the Polyflux fiiter; all
hemodialysis products manufactu-
red by Gambro Renal Products.

uct proliferation at Gambro Healthcare’s
clinics, Gambro Renal Products and
Gambro Healthcare International have
launched a joint product portfolio opti-
mization program. This will reduce the
stock needed on both sides. Beginning
with dialyzers, the program will later en-
compass bloodlines and solutions as well.

as well as to optimize product portfolio
performance.

tional structure intended to improve the
development and production of dialysis

machines is part of this program. Devel-
opment responsibility and resources for

are now concentrated in Medolla, Italy,
instead of being shared with the plant in
Lund, Sweden. Conversely, machine re-
sources for renal intensive care were
transferred to Lund from Medolla. Devel-

Performance

improvement program

In order to become more responsive

to the customer, improve productivi-

ty and profit margins, and further estab-
lish a culture of continuous improvement
in a challenging business environment,

a performance improvement program
has been launched. The program covers
major functions of the business area, and
is designed to maximize manufacturing,

opment units in Sweden will continue to
be responsible for machines in the peri-
toneal dialysis area as well as for water
treatment systems.

The restructuring of dialyzer produc-
tion announced in January 2004 is also
part of the ongoing performance im-

supply chain and overhead productivity provement program.

STRATEGY

A new, already-implemented organiza-

the production of hemodialysis machines

* (Global leading player in chronic and acute renal products, boasting strong brands,
high guality products and a worldwide market presence.

» Strong tradition of innovation and product development.

* Provides products and services under the Gambro and Hospal brands.

* Production facilities in 12 countries, sales activities in 90 countries, including sales
companies in 28 countries.

Gambro Renal Products’ strategy is to deliver profitable growth through increased
capacity for high-demand products, price management and increased efficiency in
its product portfolio and production organization.

Shift from a complex to @ more concentrated product range based on common
technology platforms.

Market driven innovation, focused on user-efficiency and treatment outcomes.
Extend and leverage collaboration between Gambro Renal Products and

Gambro Heafthcare.

Consolidate strong position in Europe and expand in markets outside Europe
especially Japan, the U.S. and Latin America.

GAMBRO ANNUAL REPORT 2003 17
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KEY PRODUCTS AND SYSTEMS

HEMODIALYSIS PRODUCTS

Dialysis machines

The dialysis machine can be considered to be the heart of
the dialysis treatment system. Gambro specializes in the
design and production of complete hemodialysis systems. The
Gambro Phoenix™ hemodialysis machines is the latest devel-
opment. The Phoenix offers a high degree of treatment quality
combined with efficiency and ease of use.

Water treatment system

High quality water, both from a chemical and microbiotogical
paint of view, is essential for good, long-term treatment out-
come. Gambro offers water purification systems which feature
reverse osmosis methodology and automated heat disinfection
for high microbiological quality of dialysis fluids at all times.
The Gambro systems are easy to handle and economical in
terms of water consumption.

Dialyzers

Gambro offer a range of dialyzers, also known as the artificial
kidney. Within Gambro’s Polyflux family of dialyzers there

are filters for both single-use and re-use. The dialyzers are
equipped with a synthetic membrane, and have been designed
to meet high guality treatment requirements with their removal
capabilities and biocompatibility.

Dialysis concentrates

Today care providers can ensure that individualized dialysis
fluid composition is available on-line. This process has been
greatly advanced by Gambro’s innovative dry-concentrate
system. The system improves the efficiency of clinic opera-
tions and since it is small and canvenient to handle it saves
significant space when transported or stored. Gambro Renal
Products offers a wide range of products for all types of
dialysis care. In addition to the above-mentioned products

- key products and systems for Gambro Renal Products are
bloodlines and blood access, disinfectants, clinical software,
lines and accessories.

GAMBRO RENAL PRODUGTS FINANCIAL OBJECTIVES 2004

¢ Revenue growth of 3-5 percent

e QOperating earnings will be negatively impacted by the ongaing performance
improvement program short-term, while the benefits of the program will come
late in 2004 and thereafter.

FUTURE PROSPECTS

Gambro Renal Products has favorable prospects of a healthy growth rate and improv-
ing its margins. Both the increased focus on support and new services, and increased
cooperation with Gambro Healthcare are contributing factors. The company has
invested wisely for the future and has a strong product range. Aftractive new products
will be launched during the next few years.

GAMBRO ANNUAL REPQRT 2003

PERITONEAL DIAYSIS PRODUCTS

Machines

With the Gambro Serena™ peritoneal dialysis cycler, which is
used for automated peritoneal dialysis (APD), dialysis can be
done at home, Usually at night while the patient is asleep. The
machine controls the timing of exchanges, drains the used
solution, and fills the peritoneal cavity with new solution.

Solutions

The PD solution to the right is used for both APD and CAPD.
The latter treatment mode is a continuous and manual mode
where the patient exchanges the PD solution approximately
4 times a day. As the peritoneal membrane is a living mem-
brane, the instilled solution should be as biccompatible as
possible.

RENAL INTENSIVE CARE PRODUCTS
FOR ACUTE TREATMENTS

Machines

Acute renal failure is treated with continuous renal replacement
therapy. The Prisma system was the first system dedicated to
the fully automated practice of the complete range of continu-
ous renal replacement therapy. A unique integrated pump sys-
tem and intuitive user interface make the Prisma machine ideal
for use by the staff working at intensive care units.

Disposables

The Prisma set is an essential part of the Prisma system.
Intensive care patients undergoing continuous renal replace-
ment therapy require treatment that is slow, gentle and
well-tolerated, allowing for the exchange and removal of large
amounts of fluid and waste products over time. The Prisma
sets have a range of features allowing the selection of the right
therapy to suit the patient’s needs.

CHALLENGES

¢ Continued price inertia.

¢ Reducing time-to-market for new products.
¢ Increased competition.

OPPORTUNITIES

* Strong position within Western Europe and more rapid
expansion cutside Europe.

¢ [ncreased cooperation with Gambro Healthcare.

* Increased capacity to produce core products via recent and future

capacity expansion.

s Several newly launched leading products within all three business segments.




Gambro Renal Products’ largest production facility
for dialyzers is located in Hechingen, Germany. The
plant is expanding its capacity further by construct-
ing additional product lines, thus meeting the grow-
ing demand for synthetic dialyzers worldwide.

What do you consider the highlights of 2003 to be?

2003 has been a challenging year with financial performance below our expectations.
The market has become tougher with increased price pressure in many key markets
and with some macro-economic trends such as the weaker dollar vs. Euro. Faced with
this we have identified many change initiatives at various levels in the organization that
ensure we will strengthen cur competitiveness and move forward. On the positive side,
we achieved double-digit growth in renal intensive care and dialyzers and good prog-
ress in many emerging markets, such as Greater China for example.

What are the greatest challenges facing Gambro Renal Products in 20047
We need to become faster in executing all the good projects we have now identified.
We know what we have to do to create a strong business for the future - now we need
to execute our plans efficiently. We also need to sell our existing products to defend and
wherever possible expand our market position. Internally we need to scrutinize all costs
and cut away anything that does not create - directly or indirectly — real, true customer
value. Finally and most importantly we need to manage all this change whilst preserving
and improving Gambro Renal Products as a good place to work, where we have fun
together and support each other.

What about the opportunities facing Gambro Renal Products in 20047
We have an excellent opportunity to grow both in existing markets as well as in new
markets in all our business lines. We have a complete product poertfolio of solid prod-
ucts and strong customer refations. if we can combine this with the will to set a new
standard we can achieve high performance.

Jon Risfelt, President,
Gambro Renal Products

Jon Risfeft was appointed President of
Gambro Renal Products in November
2003, Formerly President and CEO of
Vodafone Sweden, he succeeded Alain
Granger, now a senior advisor to the com-
pany. Jon Risfelt brings broad exscutive
experience and management expertise

to his new position from years of work in
other international companies.
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The blood market

Without access to safe blood and a wide variety of blood components, qualified health care
as we know it would grind to a halt. On a global basis, the supply of blood simply does not

adequately meet demand today.

Blood is the body’s most important trans-
port medium, consisting of red blood
cells (erythrocytes), white blood cells
(leukocytes), blood platelets (thrombo-
cytes), blood plasma and stem cells. Red
blood cells are tiny, pliable discs, which
are transported through our arteries and
veins 3,000 times per day. They deliver
oxygen and remove waste products.

White blood cells provide protec-
tion when the body is exposed to path-
ogens or disease. Blood platelets are
cells whose main task is to check bleed-
ing. They bind with each other to pro-
vide a natural bandage until the wound
has healed.

Plasma is a fluid that transports nutri-
ents, salts, waste products and other sub-
stances.

Stem cells are found in the bone mar-
row or, to a lesser extent, in the peri-
pheral blood system. They are the blood’s
“mother cells”, which eventually deve-
lop into red or white blood cells or blood
platelets.

Due to a shortage of donors and strict
deferral guidelines, the global blood
market is driven by a constrained sup-
ply and episodic shortages of blood and
blood components. There is also a con-

MARKET SHARES FOR
BLODD BANK TECHNOLOGY,
APHERESIS, %

B Gambro BCT 40%
] Baxter 27%
(] Haemonetics 28%
[} Terumo 5%

MARKET SHARES THERAPEUTIC
APHERESIS, %

tinuing demand for increased safety in

the world’s blood supply as well as a con-

stantly growing demand for red blood
cells and for platelets, plasma, stem cells
and immunocomponent cells.

Worldwide more than 70 million units
of blood are collected annually, the ma-
jority in the form of whole blood, but
also by harvesting specific blood compo-
nents. The availability of blood is essen-
tial for patients undergoing surgery, for
cancer patients and for hemophiliacs.

The blood bank

technology market

The blood bank technology market in-
cludes products and services that enable
blood centers to collect, purify, and store
blood components. These products in-
clude automatic and manual collection
products, filters for removal of white
blood cells from red blood cells, IT appli-
cations for blood centers/blood banks,
post-collection component processing,
and sterile solutions in collection bag
sets. The global market for blood bank
technology approached SEK 10.2 billion
(USD 1.4 billion) in 2003 and is growing
by about 5 percent a year.

manually.

Bl Gambro BCT 58%
{7 Fresenius 6%

] Haemonetics 4%
] Baxter 11%

[7] other 21%
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Buffy-coat is the layer of
remaining white biood celis and
thrombocytes, that exits between
plasma and red bicod celis

after whole blood is centrifuged.
Gambro BCT’s OrbiSac system
effectively separates the value-
able thrombocytes from the white
blood cells in the buffy-coat, a
process that it otherwise done

Gambro BCT focuses primarily on the
following areas within blood bank tech-
nology:

¢ Automated blood component collection

The market for automated blood col-
lection is growing by about 7 percent

a year, and amounted to approximate-
ly SEK 2.4 billion (MUSD 325) in 2003.
Gambro BCT’s Spectra and Trima sys-
tems are key systems in this market.

» Automated separation of manually collect-

ed whole blood. Gambro’s newly launched
OrbiSac system automates the process
of separating manually collected whole
blood. This is a new market for Gambro
amounting to about SEK 1.8 billion
(MUSD 253).

CUSTOMERS
Gambro BCT’s customers are blood
banks and blood centers and are orga-
nized in different ways in different parts
of the world. Typically they are commu-
nity owned, not for profit institutions.
Gambro BCT’s blood center custom-
ers are dealing with the challenges of
budget limitations, a decreasing num-
ber of qualified donors, an increasing
demand for blood components, an in-
creased demand for costly blood testing

Plasma

Buffy-coat
(white blood cells
and thrombocytes )

Red blood cells




and other safety improvements, as well
as increased scrutiny by government reg-
ulators. Gambro’s technologies, designed
as they are to collect more blood compo-
nents from fewer donors, under automat-
ically controlled conditions and better
blood purification processes, will help
the blood centers.

GAMBRO’S POSITION

For two decades, Gambro BCT has been
the market Jeader in the automated col-
lection of blood components using
apheresis 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 broad-
ened its focus within blood bank tech-
nology. This is due to the fact that the
market, including products for blood
collection and processing and blood pur-
ification, is considerably larger and grow-
ing more rapidly than the market for
apheresis alone. As Gambro BCT broad-
ens its operations, the company faces a
fairly unchanged competitive landscape.

Within the blood bank technology
field, the competition includes:
 Baxter ‘Transfusion Technology’: part-
ners with Asahi and Cerus, with strong
blood bag and blood filter position
* Haemonetics: traditional automated col-
lection company with plasma and autolo-
gous blood recovery businesses
* Fresenius KABl: new home to the Hemo-
Care division, whose strengths include
apheresis products in Germany
¢ Terumo: strengths include whole blood

o manual processing.

collection and filtration, especially in
Japan

¢ Pall: the world’s leader in leukoreduc-
tion filters, entering bacterial detection
market.

Market for

therapeutic specialties
Therapeutic specialties include products
and systems for blood plasma replace-
ment, cell based immunotherapy and
stem cell therapy, which involves collect-
ing stem cells prior to ablative treatment
and then reinfusing them after the treat-
ment. The latter two are rapidly growing
markets. Gambro BCT’s main product
used for this purpose is the Spectra
Apheresis System, a system that supports
a broad range of cellular and plasma ther-
apies for the treatment of cancer, con-
genital and immune disorders.

Gambro BCT focuses primarily on the
following areas within therapeutic spe-
cialties:
¢ Therapeutic apheresis. A process remov-
ing disease mediators or disease carrying
media from the patient as a therapy or
therapy support. The therapeutic apher-
esis market amounted to around MSEK
800 (MUSD 110) in 2003 and is expected
to grow by 3-4 percent per year.
¢ The cell therapy market. The treatment
of various forms of cancer is progress-
ing rapidly. In the area of stem cell ther-
apy new chemotherapeutic agents and
new dose-intensification protocols are
being developed to combat this disease.
The market for cell therapy products had
a total value of MSEK 138 (MUSD 19) in

The OrbiSac system has the capability to automatically
combine and purify buffy coat products obtained from whote—"
blood units for platelet production. Higher platelet yields may
be obtained in combination with reduced variability compared

2003 and is expected to reach an annual
growth of 4 percent. Gambro BCT is the
leader in the product market for peripher-
al blood stem cell collections.

CUSTOMERS

Gambro BCT’s customers in the thera-
peutic specialties area are hospital-based
therapeutic and cell collection programs,
blood centers and third-party therapeu-
tic and cell collection programs. The
users are often therapeutic apheresis
nurses and cellular specialists.

Physician prescribers are hemato-
logists, nephrologists, oncologists, and
other internal medicine specialists. Other
users of the products and systems are
cell-based immunotherapy companies.

GAMBRG’S POSITION

Gambro BCT is the leader in the thera-
peutic apheresis market, with a market
share of 58 percent. In addition to a large
number of niche players, Baxter, Hae-
monetics and Fresenius are also active
within the therapeutic specialties field.

Market outlook

The customer challenges—the shortage
of qualified donors and increased cost to
recruit donors—is driving the demand for
sophisticated products and systems to in-
crease productivity in the blood centers.
Attention to the safety of the blood sup-
ply will continue and the new market for
pathogen reduction products will become
increasingly important in the future.

GAMBRO ANNUAL REPORT 2003
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Gambro BCT

2003 was a year of good sales for new and established products, including above-market
growth in the U.S. The business area is well positioned for future growth through a stream of
new and upgraded products and a geographically well-positioned organization.

Financial performance 2003
Revenues for Gambro BCT increased by
8 percent, currency adjusted to MSEK
1,784 (MUSD 221) in 2003. Sales in the
U.S., which account for close to 60 per-
cent of the revenues, increased by 12
percent (currency adjusted), which sig-
nificantly exceeded the growth of the
market. This growth cuts across the en-
tire portfolio of Gambro BCT products,
serving customer needs in automated
blood collection, whole blood process-
ing, and therapeutics.

Earnings before interest, taxes, depre-

ciation and amortization (EBITDA) for
Gambro BCT increased 28 percent, cur-
rency adjusted and the EBITDA margin
reached 24.8 percent (21.5 percent). The
growth in sales and improved gross mar-
gin on products sold contributed to the
increase in profitability.

Products and systems

Gambro BCT’s Trima Automated Blood
Collection System has been installed in
approximately 80 percent of the blood
collection centers across the U.S. Market
adoption of the new Trima Accel collec-
tion system has been highly successful in
the U.S. and Europe. Trima Accel repre-
sents a significant advance for the Trima
collection system, allowing blood centers
to obtain more products per donor, re-
duce collection time by 15 percent on av-
erage and increase donor comfort.

Gambro BCT received approval from the
Japanese Red Cross for its Trima Accel
System in 2003. The approval represents
a major achievement for Gambro BCT
on the Japanese market. Blood transfu-
sions in Japan are the second highest in
the world, with the U.S. as number one.
The Japanese Red Cross is the primary
blood collection organization in Japan,
collecting over 20 million units of blood
in 2003. Of those collections, approxi-
mately 750,000 were automated collec-
tions of single donor platelets. Current-
ly, about 4 percent of those collections
are carried out using Gambro BCT sys-
tems. Given the quality and ease of use,
it is expected that the number of col-
lections performed by Gambro BCT sys-
tems will increase significantly in the
coming years.

In France, Gambro BCT was award-
ed the contract to supply the Establisse-
ment Francais