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Plays with rooms

Kaspar Bonnén works with rooms. He likes objects in
rooms, finds they make his paintings more physically tan-
‘gible. Therefore he designed furniture to go with one of
his exhibitions. They seem to make the painting extend
into the room, to create interaction between the two
forms of art.

The series that Kaspar Bonnén painted for Colopfast
has doors as its theme. Doors between rooms and
doors floating around, causing a sense of chaos in the
viewer. He finds it exciting when images and structures
mix, SO the painting moves to different places.

“The doors form a fragile room, open to exploration.
The viewer can experience a slightly vague room, may
tend to lose orientation because | force him to see
something between an image of a room and an image
which is not a room after all.”

Every year, we ask an artist to make a series of
paintings to enhance our factories and offices
and give pleasure to people working there.

“I believe art must necessarily be part of the political
sphere: this cannot be avoided. Art is one of the voices
representing what is not, atherwise, given much room in
society. In Denmark, we have a strong tradition for function-
alism. But, in my view, it is not enough that things work, for
our lives are not functionalistic. | designed my own furniture
to show a different way of organising life. It is essential that
we continue to ask ourselves if we are actually living our lives
in the right way.”

Kaspar Bonnén was born in 1968 and graduated from the Academy

of Fine Arts in Copenhagen, Denmark, in 1998,

He lives and works in Coperhagen.

In 2002, Kaspar Bonnén had his works on show at the
Kunstforeningen art gallery, Copenhagen; Danish Contemporary Art,
New York; Brandts Klaedefabrik gallery, Denmark, Arken Museum of Art,
Denmark; and Victoria Moro, London,

Kaspar Bonnén has published a number of books.

Front cover photo:
Naja Petersen from
Continence Care Division
has been given new
challenges teaching her
colleagues in the
Hungarian facility to
operate the machines.
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Definitions according to the Danish Society of Financial Analysts

Employees at year-end Is employees converted into full-time equivalents
Profit margin Operating profit

Net turnover X100
Return of assets Operating profit X 100

Average assets
Return on capital Operating profit + financial income

- : % 100

employed Average working capital
Return on average Operating profi x 100

Average invested capital

nvested capital + accumulated write-offs of goodwill

) ,
Adjusted net profit X 100

Return on equity Average equity

Average equity adjusted for share issues, if any

Equity at year-end x adjustment factor

Net asset value Number of shares at year-end

Adjusted for share issues, if any

Adjusted net profit
Average number of shares

Earnings per share x 100

Adjusted for share issues, if any

Share price

Price/earnings ratio .
9 Earnings per share

Market price per share at year-end

Operating profit is profit before tax, interest and minority interests,

Average working capital s total liabilities except non-interest-bearing liabilities.

Adjusted net profit is profit after tax adjusted for minority interests' share of profit
after tax.
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5 years’ key figures and ratios

MDKK 1997/98 1998/99 1999/00 2000/01 2001/02
Net turnover 2,724 3,065 3,603 4,069 5,624
Annual growth in % 14 13 18 13 38
Operating profit 438 464 564 696 931
Annual growth in % 27 6 22 23 34
Profit before tax 395 452 478 624 1,238
Annual growth in % 16 14 6 317 98
Profit after tax and minority interests 258 304 295 413 770
Annual growth in % -2 18 -3 40 86
Dividend 53 61 72 86 104
Liquid funds 206 193 175 274 321
Total assets 1,855 2,633 2,711

Share capital 240 240 240

Equity at year-end 1,144 1,377 1,471

Cash flow from operations 373 366 467

Cash flow from investments -405 -494 -334

Cash flow from financing -127 113 -151

Depreciation 139 178 222

Write-off, goodwill on acquisition 116 5

Number of employees at year-end 3,269 3,745 3,771

Profit margin, % 16 15 16

Return on assets, % 23 21 22

Return on capital employed, % 35 34 34

ROAIC, cash flow based, % 22 20 21

Return on equity, % 24 24 21

Equity share, % 59 54 54

Net asset value, DKK 48 58 61

EPS, earnings per share, DKK 1 13 12

Share price at year-end, DKK 287 349 350

Share price/net asset value 6 6 6

PE, price/earnings ratio 27 28 28

Dividend per share, DKK 2.20 2.55 3.00

5 YEARS'

KEY FIGURES AND RATIOS (B COLOPLAST 2001/2002




Board of Directors

Left to right:

Palle Marcus, director (Chairman)

Kurt Anker Nielsen, CEQ

Jytte Gliim, senjor project manager*

Knud Bligérd, electrician®

Niels Peter Louis-Hansen, BCom (Deputy chairman)
Per Magid, attorney

Torsten Erik Rasmussen, CEQ

Helle Bechgaard, CEQ

Flemming Moss, laboratory manager”

~ elected by the employees

Group Management

From top:

Max 8. Stringer, Group director
Carsten Lonfeldt, Group director
Lars Rasmussen, Group director

Sten Scheibye, Chief executive

Management assignments page 54
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Management report

In 2001/02 Colopiast made a number of strategic moves which adjusted
the business basis of the company. SSL International plc's British continence
care business was acquired with effect from 30 September 2001, Next,
shares in Sterling Medical Services, USA, and HSC, Germany, were acquired.
The annual turnover of these companies is approx. DKK 1.3bn. HSC's
Nutrition business and Coloplast Consumer Products A/S were divested.
Moreover, a new international manufacturing strategy was implemented and a
major restructuring of the breast care business area was commenced.

These moves have impacted the Group's activities and financial result
for 2001/02 significantly.

With a growth in turnover of 40% in local currencies and a profit margin
of 17%, the expectations expressed in the financial statement for three quar-
ters of 2001/02 are met. Organic growth was 14% in local currencies, which
is better than expected at the beginning of the year. Organic growth for the
continuing business areas was 15%. Lower exchange rates in the last six
months resulted in a turnover growth of 38% in terms of Danish kroner.

Financial result
Profit before tax rose by 98% to DKK 1,238m from last year's DKK 624m.
Profit for the year after tax and minority interests was DKK 770m, an increase
of 86% over last year.Operating profit before special items and net financial
items and tax was DKK 931m. This is DKK 235m or 34% more than the pre-
vious year. Special items account for total ingoing payments of DKK 410m
originating from major activities of a non-recurrent nature: the divestment of
two business areas and the restructuring of breast care etc. Including special
items operating profit was DKK 1,341m, corresponding to a profit margin of 24%.
Financial costs include net interest payments, cash discounts and the
effect of exchange-rate adjustments and currency hedging. Overall, net
financial items recorded a net negative balance of DKK 103m, compared to
a negative balance of DKK 72m last year. Turnover and operating profit are
stated at the year’s average exchange rates, which were some 2 percent-
age points below last year's average. There has been a downward trend in
the value of Coloplast's invoicing currencies, and the closing rates at 30
September 2002 were lower than the year’s average. In accordance with
Coloplast’s foreign-exchange policy, currency holdings have been sold in
advance. This secured a financial income, which largely offset the cur-
rency effect on operating profit.

Turnover

All product areas made progress. In the European markets, which
account for 77% of total turnover, a growth of 41% was recorded.
Sales in North and South America accounted for 17% of Group
turnover and increased by 40% from last year, including sales from
acquired business. Sales outside Europe and the Americas
increased by 9%, accounting for 6% of total sales.

MANAGEMENT REPORT (7 /COLOPLAST 2001/2002

Highlights

The accounts are heavily affected by the acqui-
sitions and divestments made since September
2001.

Group turnover increased by 38% to

DKK 5,624m. Measured in focal currencies,
the increase was 40%. The underlying organic
growth in focal currencies was 14%.

Operating profit before special items was
DKK 931m, an increase of 34% from last year.
Special items reflect ingoing payments of DKK
410m.

The profit margin was 17%.

Group profit before tax, including the pro-
ceeds from the divestment of business areas,
was DKK 1,238m.

Profit for the year increased by 86% to
DKK 770m compared to DKK 413m last year.

It is proposed to raise dividend to DKK 4.35
per share of DKK 10, an increase of 21%.

For 2002/03 the continuing business areas
are expected to grow by approx. 10%. Group
turnover for 2002/03 is consequently expected
to increase by approx. 7% compared to 2001/02,
including the divested business areas Nutrition
and consumer products. The profit margin is
expected to be 17%.

Financial review on page 15.




Martin Rauser and Doris Kriiger work for Cosamed, an HSC company.
They visit ostomists in their haomes with 4—8 weeks' intervals to give
advice on stoma care, compiications, chemotherapy, diet, and
resuming social life. Founded ten years ago, HSC is now the

leading supplier of products and service to ostomists in Germany

with a network of 17 companies.

New products

Assura Convex Light
Complete range of soft and flexible ostomy bags
optimised for use with retracted stomas

SureCath set with accessories

Sterile, intermittent coated catheter kit with drape,

gloves and wipes

Conveen Security+ with applicator
Ultra short urisheaths with applicator for ease of
use and colour code for size selection

Conveen DUO

Expanded portfolio of all-in-cne solutions cover-
ing needs for combined use of urisheaths and
urine bags

Alione
Wound dressing with excellent exudate manage-
ment capabilities

SeaSorb Soft
Highly absorbent, easy-to-remove, soft alginate
dressing

Contreet Foam
Antibacterial foam dressing with hydroactivated
silver release

Aviana
Collection of plus-size brassieres

Classic Flow, Tria Flow
Two-layer breast form with self-forming back layer

Classic Basic, Tria Basic
One-layer, external breast form in regular silicone

Nurses’ Own
Skin care products to address frequent hand
washing

EasiCleanse Bath
Disposable foam cloth with no-rinse cleanser and
maisturiser

Baza Cleanse and Protect Odor Control
Protective skin care product with added odour control

Business areas

Stoma care Coloplast is a leading manufacturer of ostomy products

helping people who have had — most often following a cancer diagnosis -
their intestinal outlet rerouted through the abdominal wall. The overall world
market for ostomy products is estimated at approx. DKK 8bn, with an
annual growth in the order of 5-10%. The market growth is just under 5% in
Europe, but somewhat higher in the USA and the rest of the world.

In 2001/02 Coloplast's ostomy product sales totalled DKK 1,979m,
corresponding to a rate of growth of 20% in Danish kroner. The underlying
organic growth in local currencies was 14%. This means that Coloplast is
continuing to win market shares. Higher market shares are achisved mainly by
Caloplast products being selected for an increasing number of new patients.
We try to retain customer loyalty through attractive service programmes for

the users of our products as well as for the professional caregivers.
In our judgement, Coloplast is now the market leader in Europe.
In the USA, our market share is also growing, but from a low level.
Growth is still driven by the Assura product line, not least by the drain-
able bag with its unique closing machanism, our Assura Hide-away brand.
During the financial year we introduced the Assura Convex Light product

programme in key markets. The demand for convex products has been grow-

ing in recent years due to a wish for added security of tightness around the
stoma for certain types of stoma. An ostomy bag based on a new coupling
concept, Easiflex, was launched in certain European markets towards the
end of the year. The product, which includes a flexible adhesive coupling,
was positively received by the test market and we expect to launch it in all
important markets during the financial year 2002/03.

Continence care Coloplast manufactures and sells urine bags, urisheaths,
catheters for bladder evacuation, abserbent pads and other products for
people with bladder control problems. The main group of customers are
spinal-cord injured.

The market for continence care products is estimated to be growing
at a rate of 7-10% per year. Coloplast’s sales in this market increased to
DKK 1,212m including the continence business acquired from SSL Inter-

national plc. Organic growth reached 21% in local currencies. Including
acquired business, sales grew 45%.

Sales of coated catheters for bladder evacuation are growing
strongly as are sales of Conveen and Moveen urine bags. Our
SpeediCath catheter, whose special coating makes it ready-for-use

out of the packaging, continues to win market shares in the market

for coated catheters. From the first quarter of the year new produc-
\ tion lines for the manufacture of SpeediCath have been cperative.

\ They have secured sufficient capacity for the expected continued

increase in SpeediCath sales in the coming years.

COLOPLAST 2001/2002 \ 08 MANAGEMENT REPORT




Coloplast’s acquisition of the SSL continence business took place shortly
before the cpening of the financial year. The products, which are sold
under such brands as Simpla, Aquadry, Clear Advantage, Freedom and
Trident, have increased Coloplast’s strength in the British market, one of
the world’s largest and most important continence care markets. Sales
developed as expected in spite of delivery problems following the fire which
destroyed the urine bag factory shortly before Coloplast took over the busi-
ness. Delivery performance is now back to normal.

The sales performance of ThackrayCare developed better than expected.
ThackrayCare, which was part of the business acguired from SSL, is a home
care service, whose nurses work closely together with the British healthcare
authorities. They give advice, offer product training and care for people in
their own homes. As a supplier of a selection of products and services
through ThackrayCare and Coloplast Dirsct Ltd., Coloplast has become the
biggest provider in Great Britain of medical devices direct to the consumers.

On 14 June 2002, the British Competition Minister issued her decision
regarding Coloplast’s acquisition of SSL's continence business. The Minister
instructed the Director General of Fair Trading to obtain undertakings from
Coloplast to renegotiate the distribution agreement for urisheaths with the
manufacturer, Mentor Corp., USA, to either divest the Clear Advantage brand
or sell the brand and the product within six months. If Coloplast and Mentor
should fail to reach an agreement in time, Coloplast should seek further advice
from the Office of Fair Trading. The decision has not affected the profit for
2001/02, nor will it affect the long-term objectives for the continence business.
The negotiations with Mentor had not been terminated by the time of reporting.

Wound care The world market for chronic wound dressings is of the order
of DKK 15bn and is estimated to grow 10-12% per year. Modern wound
healing products account for approx. DKK 8bn. Coloplast is marketing
products based on moist wound healing for the treatment of leg ulcers,
pressure sores and diabetic ulcers. Sales of wound dressings increased by
12% in local currencies during the year. In terms of Danish kroner, turnover
reached 736m, an increase of 11%.

Coloplast’s Biatain dressings based on foam technology continue to
show good growth, and during the year sales were stimulated by the
launch of new versions and sizes for treatment of special wounds.

The launch of Contreet Hydrocolloid antibacterial dressing indi-
cated Coloplast's entry into the professional care market for dressings
with active components. The product is indicated for wounds sus-

John Roberts (76) has an intermittent catheter because

of prostate cancer. Fran visits him every 6 or 7 weeks.

Fran Roberts, Birmingham, 2002

Fran Roberts sees patients with bladder problems
in their homes. As a ThackrayCare Nurse
Specialist, she assesses their individual needs and
designs the best care management programme.

Fran orders products through the Wolverhampton

care centre who complete prescription paper-
work and also coordinate nurse referrals. She
worked as a National Health Service nurse for
21 years prior to joining ThackrayCare, the
last 15 years holding District Nursing and
Continence Advisor posts.

“Having worked in both hospital and the
community, | can see teaching patients is more
effective in the security of their own home.
Continence problems are emotive, therefore
much empathy is required not only with the
individual but with the family, too.

| have close working relationships with my
hospital colleagues and like to facilitate a seam-
less service between hospital and community
services.

It suits me well ta work for a commercial
company with a commitment to meet patient
needs without blas,” says Fran.

“As a nurse working within the public
sector you often do not feel valued by
your employer. Now I have the best of
both worlds; | work in partnership with

the public sector, employed by a company
who values and respects my professional
abilities.”

“I feel | have been aflowed to develop profession-

ally within Coloplast, and through the Sales/Marketing

teamn | am able to pass on product-in-use opinions,”
says Fran. “In this way, | can influence product develop-
ment.”

pected to have bacterial infection. Such wounds are difficult to heal.
Contreet Hydrocolloid was launched in all key markets in 2001/02,
meeting expectations.

Towards the end of the financial year Coloplast launched
another antibacterial wound dressing, Contreet Foam, which com-
bines the useful properties of foam, like softness and inabillity to

MANAGEMENT REPORT (9 /COLOPLAST 2001/2002




Brittany Lovell, USA, 2002

I came across TheBreastCareSite.com when
researching for a report [ was doing in nursing
school. It was such a reffef to read the stories
told by other survivors and realise that | shared
many concerns with these women,” says
Brittany Lovell (39), who was diagnosed with
breast cancer at 29.

“I felt that because of my young age people
did not respond to my situation the way they
would if | had been older. | didn’t know what
questions to ask my doctor, even less what
answers to expect. At the time | was a single
mother of three and the doctors saved my life,
but the after care hasn’t been so great.”

“One of the things that worried me
when I remarried was if my scarred
chest made my husband love me less.
When I read on TheBreastCareSite
about one woman being embarrassed
when her husband looked at her, it
suddenly became easier for me to ask
my own husband how he felt about it.”

"l also found practical solutions on the site,
like information about reconstruction, which |
chose to have last year. | had been using chest
expanders after bilateral mastectomy surgery.

If I had found the site before | had recon-
structive surgery, | would have made sure to have
a plastic surgeon do it, not a general surgeon.
A plastic surgeon would have left a scar of only
4 inches compared to the scar of 16 inches that
I have. My health maintenance organisation was not
aware that breast reconstruction should be per-
formed by a plastic surgeon. This is the kind of infor-

mation that | will be sure to share with other survivors.,

/ o1 Q2 Q3
/ 01/02 01702 01/02 01/02

stick to the wound, with the antibacterial effect of silver. We plan to launch
Contreet Foam in all important markets, including the USA, during 2002/03.
Coloplast introduced one more wound dressing right after the closing
of the financial year, Alione, which can absorb large amounts of wound
liquid and is therefore suitable for all types of wounds. Alione will be intro-
duced in a number of key markets during 2002/03.

In the important British market, the sales effort was strengthened by
creating a sales force dedicated to wound care. Previously the sales repre-
sentatives sold continence care as well as wound care products, but with
the sales organisation taken over from SSL being dedicated to continence

care products, each sales force can now concentrate on one business area.

Skin care Coloplast manufactures and markets skin care products for treat-
ment and prevention of skin injuries, Manufacturing operations are located in
Minnesota, USA, and the products are sold mainly in the American market to
nursing homes and similar instituticns. The US market for skin care products
to the nursing sector is estimated to grow 7-9% per year.
Turnover was DKK 204m, which is 3% more than last year in local curren-
cies.
Coloplast’s skin care sales force is smaller in number than those of other
t suppliers, and steps have been taken to increase sales resources. Sales in
Europe, where some of the skin care products were sold under consumer
product, wound care, stoma care or continence care brands, continue tc grow.

| Breast care Coloplast is the world leader in external breast forms for
\ women who have had a breast removed. The product programme also

\ includes a selection of special textiles (bras and swimsuits). An increasing

\ number of women with breast cancer choose to have reconstructive sur-

gery, a development which reduces the need for standard breast forms. On

\ the other hand, the incidence of cancer is increasing. The market for breast
forms and special textiles is estimated to be around DKK 1.2bn and to be
growing by 3-5% per year.

Breast care sales grew by 6% in local currencies. In terms of Danish
kroner, sales increased by 2% to DKK 537m. Light weight forms, includ-
ing Tria Light, and Classic Contact Pearl and Prema, perfarmed well in

all markets. Special textiles also achieved continued growth both in the
| USA and Europe.
In the spring of 2002 the breast care organisation was restructured

and consolidated into one global business unit geared to continuing to

win market shares. At the same time the efficiency of business proc-
\ esses was increased to enable breast care to continue to contribute
\\ substantially to Coloplast’s long-term business basis.

\ The new business unit is headquartered in Atlanta, Georgia,

\ USA, its key market. Manufacturing and development of breast

\\ forms will take place in Germany, and manufacturing activities in

1

n
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skater with the IiceCapade Show. Now she
and her family enjoy camping and dirt bike
riding in the desert as hobbies.

Coloplast’s website for breast cancer survivors was
launched in September 2001. The number of visitors
to the site - approx. 15,000 per month - reflects the
users’ interest in a community of this type.,

the USA, which today offer jobs to some 90 produc-
tion workers, will cease by the end of 2002. The
German operations are expected to need an addi-
tional 40 employees. The manufacturing of textiles
will continue in the Costa Rican factory.

Once the changes have been fully implemented,
we expect the breast care business to record addi-
tional profits of approx. DKK 40m in 2003/04. In the
financial years 2001/02 and 2002/03 the restructuring
will involve cne-time costs totalling approx. DKK 40m.

The integration of the two business units in
Germany and the USA is proceeding as planned, and
the first breast forms manufactured in Germany have
been introduced to the US market and accepted by
the customers. On 10 October 2002 Coloplast
acquired the remaining share capital of Amoena
GmbH, which is now fully owned.

Home care activities

As expected, Coloplast’s German home care com-
pany HSC recorded two-digit sales growth. The
divestment in December 2001 of the Nutrition busi-
ness enabled the sales force to concentrate on
stoma care and continence care. HSC is a holding
company with a nationwide network of distribution
companies specialising in the supply of products and
service 1o ostomists. HSC is the leading distributor of
its kind in Germany with an ostomy market share of
around 30%.

Sterling Medical Services specialises in the distri-
bution of wound care, stoma care, continence care
and diabetes products to the US market. The com-
pany has in-depth knowledge of reimbursement
rules, insurance issues and the preparation of treat-
ment schedules for cost control. Sterling Medical
Services supplies products both to private individuals,
nursing homes and home healthcare chains. Since
the company was established in 1993, it has record-
ed two-digit annual growth. Also in 2001/02 the com-
pany grew strongly. Its sales force grew substantially
and further contracts with nursing homes and home
healthcare institutions were signed.

Home care activities are characterised by lower
operating profit, but also lower capital expenditure,
than Coloplast’s other activities.

MANAGEMENT REPORT

Total home care sales, comprising HSC in Germany,
ThackrayCare and Coloplast Direct in Great Britain,
amounted to DKK 1,332m in 2001/02. Of total home
care sales, DKK 376m is included in turnover for the
business areas mentioned above. The remaining
home care sales are included under “other”.

Acquisitions and divestments

with effect from 1 October 2001 Coloplast signed
agreements with its partners in two associated
companies, Sterling Medical Services Inc., New
Jersey, USA, and HSC Group, Germany, making it
the sole owner of Sterling and the majority share-
holder of HSC. The acquisitions were debt-financed
and the total amount paid for the shares acquired
was DKK 320m.

On 17 December 2001 HSC divested the Nutri-
tion business to a new company formed by Baxter
Deutschland Holding GmbH and Nutricia Deutsch-
land GmbH, a subsidiary of Royal Numico.

During the financial year 2001/02, Coloplast
signed an agreement to divest Coloplast Consumer
Products A/S, including the rights to the Compeed
brand, to Johnson & Johnson effective 1 October
2002. Coloplast will continue to manufacture and

develop the products for Johnson & Johnson with full

cost recovery.

During the financial year 2001/02 the proceeds
from the divestment of the shares of Coloplast
Consumer Products A/S had a positive effect on
profit. The somewhat lower than expected sales and
earnings from the consumer products business is a
result of notice being given to the previous distribu-
tors. Moreover, the deal involved a number of non-

recurring costs including compensation to employees
and cooperation partners. The net proceeds from the

sale of the consumer products business were DKK
236m after tax.

Manufacturing and distribution

To ensure optimal conditions for the company's future

growth, a new corperate manufacturing and distribu-
tion strategy has been made. As a consequence,
extension of the company’s manufacturing capacity

will primarily take place in countries with low cost levels.

11 COLOPLAST 2001/2002

Since spring 2002,
StomaNet.se has
offered a closed
community to Swedish
stoma care nurses.
Like the Dutch pioneer
site launched in 2001

~ this internet forum
was developed in coop-
eration with leading
stoma care nurses.
Coloplast provided the
framework, while an
editorial committee
has been responsible

for the contents.




Corporate governance at Coloplast

Ownership Coloplast has been in business for 45 years and

our performance reflects an unfailingly sound financial develop-

ment. When the company became listed on the Copenhagen
Stock Exchange in 1983, the share capital was divided into
two classes of shares: B shares, entitiing thefr holder to one
vote per share and registered in the name of the holder; and
A shares carrying 10 votes each which were not registered.

In management’s opinion, this ownership structure has
helped secure the basis for our consistent strategy of set-
ting ambitious, long-term financial objectives. By achieving
these objectives, the company has added to the value cre-
ated for shareholders, customers and employees afike.

Relations with our stakeholders Colopiast’s Mission
and Values are available to the public and include the
company’s business concept and values. In its annual
report, Coloplast reports on its strategies and objectives,
its financial affairs and specifically about the company’s
relations with the key stakeholders. The company will
endeavour to continue its open and active dialogue
with the stakeholders and will use the potential of
modern information technology to improve the flow
of communication.

Coloplast’'s communication policy is available to
the general public, and we communicate reqularly with
investors and other stakeholders, eg when publishing
quarterly financial statements. Coloplast’s corporate
website offers financial and general information.

Board of Directors The Board lays down basic
business concepts and values as well as our overall
objectives and strategies. The Board also performs
general management controls and assesses Group
Management's efforts on an on-going basis.

The Board members meet at least five times per
year, either at the company's headquarters or in sales
subsidiaries or manufacturing sites in Denmark or
abroad. All important decisions are made by the
Board in full. The chairmar and vice chairman of the
Board have special tasks relating to Group Manage-
ment and the auditors appointed by the Annual
General Meeting, eg Group Management’s terms of
employment and the independence of the auditors.

The Board’s business procedures are reviewed once
a year and adjusted as required. Guidefines have been
worked out for Group Management’s reporting to the
Board as well as communication between the two bodies.

The Board’s competences have been described, and
when new members are recrusted they serve to deter-
mine which candidates offer the best addition to the over-
all competence profile of the Board.

Board members are subject to reelection each year at
the Annual General Meseting.

The Board makes reguiar self evaluations and in a simflar
process the Board evaluates Group Management's work
and the cooperation between the two bodies.

Remuneration to the Board is a fixed, annual fee, deter-
mined by the Annual General Meeting. Board members are
not covered by bonus or other incentive schemes. Group
Management and executives of the company have been
offered share options under a revolving incentive programme,
where the exercise price is higher than the market price at the
time of alfocation. Information about movements in the share
option portfolio is published quarterly for employee groups.

Each year, the company executes a Systematic planning

We plan to make the distribution structure in Europe simpler in the com-
ing years by replacing the current, national warehouses with a few Euro-
pean distribution centres. This is being done to reduce the costs of distri-
bution whilst maintaining a high delivery performance.

In May a new 13,000 sgm manufacturing facility in Hungary was officially
opened. The factory makes ostomy and continence care products. The trans-
fer of machinery for ostomy and continence care products is proceeding.
Although a slower than planned process, the result has proved to meet

expectations. In October 2002 it was decided to commence the next phase
of the building project, 9,500 sgm including clean rooms for manufacturing
sterile wound care products. Some B0C people will work there when full
capacity is reached in 2005.

Investments
The Group's production capacity was utilised to the full throughout the year.
The restructuring of breast care operations and the transfer of machinery from
Denmark to Hungary added pressure on the production facilities. More than
DKK 80m was invested in the facility in Hungary.
Capital expenditure totalled DKK 408m, which is in line with last year. Invest-
ments in buildings accounted for DKK 165m, DKK 16m less than in 2000/01.
Investments in operating and manufacturing equipment accounted for
DKK 244m. An IT investment of DKK 40m was made for a new ERP system.
This project is proceeding according to plan both regarding timing and budgets.

IT

Our Enterprise Rescurce Planning system, One World, was implemented in

two factories in Denmark and in our Danish sales subsidiary according to
plan. The system will be gradually introduced in other business units in
Denmark, Germany, Hungary and the USA in the coming year. A number of
websites for users and professional caregivers have been launched to sup-
port Coloplast’'s marketing efforts.

Research and development
Coloplast’s research and development projects are anchored in our cen-
tral research unit, the Coloplast Research Centre, and in the product divi-
sions’ development departments. In 2001/02 the resources spent on
R&D corresponded to approx. 4% of turnover. Part of this amount was
spent by the Research Centre on applied research and basic materials
development. Our key activities are within adhesives, hydrogel and coat-
ing technology. In the past year, Coloplast Research participated in the
development of the new corn remover for Johnson & Johnson. In
2001/02 the Coloplast Research Centre became a partner to a four-
year multilateral research cooperation related to advanced wound
treatment devices under the EU Growth framework programme.

process, an important element of this process being a Board strat-

egy meeting to discuss the company’s long-term plans.

COLOPLAST 2001/2002 12 MANAGEMENT REPORT




Organisation

After the end of the financial year, the Board decided to continue the

share option programme launched in November 2000 for a two-year trial
period. The extended programme will include options totalling approx.
200,000 to Group Management and some 200 executives and specialists
at a price based on the listed price on five consecutive days after publica-
tion of the financial statement for the full year. The options are exercisable
for a period ending in 2011, the exercisable price increasing over the period.

Lawsuit

On 13 November 2002 the Danish Supreme Court found for Coloplast in an
action brought regarding deductibility of capital losses incurred on the issue
of employee shares at a price lower than the market price. As a result of the
judgment, Coloplast expects a refund of more than DKK 45m including interest.
The tax of DKK 32m repayable will be credited to equity capital, while DKK 13m
interest accrued will be entered in the profit and loss account for 2002/03.

Risk factors

In 2001/02 there have been no material changes to the risk assessment of the
Coloplast operations. For information about financial risks, please see the
financial review, from page 15. Regarding patents, environmental issues and
Coloplast’s general emergency preparedness, please see our stakeholder
reporting, page 49.

Knowledge resources

The Coloplast Mission and Values provide the basis for our endeavours to
increase value creation for customers, employees, society and shareholders
year by year. Our stakeholder report, from page 34 cnwards, accounts for
the process. Value creation depends on the extent and quality of a compa-
ny's total knowledge about the correlation between enablers and results,
Therefore, we also refer to our stakeholder reporting as our report on value
creation and knowledge management.

The stakeholder report has four main sections describing the enablers
and results relevant in the value creation for each stakeholder. Employees
from many parts of the Group have been involved in this year's updating
of the Mission and Values. Coloplast’s Mission is printed on page 3 of
the report.

Since 1995 Coloplast has been working with a model called the EFQM
Excellence model, which assumes that the correlation between enablers
and results can be described. A company is run optimally when strat-
egles and decisions increase customer and employee satisfaction
while at the same time having a positive effect on society and providing
good financial results for the benefit of the shareholders. Compared
to our previous reports, this year’s stakeholder report includes more
data from Coloplast's activities in subsidiaries worldwide.

Birgitte Bjorkman, Copenhagen, 2002

"When my daughter Julie started in day care, the

staff had been told that | was a chairdriver. They
had therefore considered ways of supporting our
family which they assumed was fess resourceful,”
recalls Birgitte Bjerkman.

During Julie's years in the day care centre,
Birgitte, as she puts it, managed to falsity their
perception completely.

“Obviously, | could not join their outing in the
woods as | am not very good at moving with kids
in uneven terrain. On the other hand, | was active
on the parent committee and one of the initiators
of the day nursery’s magazine,” explains Birgitte,
who is now the editor-cum-layouter of the
Danish magazine for spinal-cord injured.

Editor, member of the school committee,
consultant for the municipal authorities
of a Copenhagen suburb, Birgitte
Bjorkman has several titles. She is a
chairdriver and epitomises her own
philosophy of life: to look for opportuni-
ties rather than limitations.

“As a chairdriver | sometimes face a strange
presumption in fellow beings that my life is bound
to be fairly narrow in scope. Like the checkout girl
at the supermarket who says, "lt's a good thing that

you get around a little.” Then | feel like answering,
“Indeed, and ! can tell you | also enjoyed my safari in
Tanzania.”
You don't need to trek across the Greeniand ice
cap or scuba dive on Great Barrier Reef in Australia to
see the opportunities in life. After all, chairdrivers are
just like everybody eise,” says Birgitte.
“Most importantly, you should do what you like. My
ambition is that the day | “park my chair”, | will know that
[ left my mark in life.”
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Pioneers in China

Since 1895, Coloplast has developed and manu-
factured products in China. The development of
new products is taking place in close coopera-
tion with Chinese surgeons, nurses and users.
Therefore, our products meet the special needs
of the Chinese market and users.

The professional caregiver

“While I have acquired much valuable experi-
ence in the technical routines of ostomy sur-
gery during my career, it has not been easy to
find resources for patient support and care
both before and after the operation,” explains
professor Huang Yan Ting, Chinas leading
ostomy surgeon. Professor Huang has been
working at the Bejjing University Hospital for
more than 40 years.

“I therefore appreciate partners like
Coloplast who can help us set high standards
of product information and guidance for the
users from admission to hospital until dis-
charge and after. There is an urgent need for
training of stoma care nurses in China, for
maore and more people will have to live with a
stoma. An ET school has now been estab-
lished in Guangdong province, where nurses
can train to become stoma care specialists.”

The user

Tang Wen Ju is 61 years old. He works as a con-
sultant with a Chinese petroleum company and
had surgery six years ago. “l don't feel any
restraints in my dafly work, but | am unable to do
as much exercise as | did before the operation.

! do hope that patients and professional care-
givers will be successful in putting pressure on the
Chinese authorities so ostomy products will obtain
reimbursement. [t is costly to have a stoma, and stiff
many peocple cannot afford to use bags which provide

complete security and a high quality of life,” says Tang
Wen Ju.

Professor Huang Yan Ting
(left) is the leading ostomy
surgeon in China.

Wang Jin Hui {(middle) is a
trained ET and Colopiast
partner. Tang Wen Ju
(right) is an ostomist and
works with a Chinese

petroleum company.

Coloplast wishes to contribute to a sustainable development. We report
on relevant activities in the stakeholder report. In 2002 Colcplast joined
the UN Global Compact, which aims to make companies adhere to a set
of principles relating to human rights, labour standards and environmental

protection. We intend to be more specific in our reports on the require-
ments of the UN Global Compact in the coming years.

Future outlook

Assuming currency rates at the level of 2001/02, turnover growth in 2002/03
is expected to be somewhat lower than in 2001/02, when organic growth
was somewhat stronger than expected. For 2002/03 a growth of around
10% is expected for the continuing business areas. Group turnover for
2002/03 is conseqguently expected to increase by approx. 7% compared to
turnover in 2001/02, including the divested business areas Nutrition and con-
sumer products. For 2002/03 capital expenditure is expected to be in the
order DKK 450m. The tax rate for 2002/03 is expected to be approx. 33%.

The market for medical disposables is estimated to grow at less than
10%, which means that Coloplast must continue to win market shares to
meet these expectations.

As mentioned earlier, a number of activities have been initiated to improve
the profit margin, including the setting up of manufacturing operations in
Hungary and the restructuring of the breast care business etc. For the home
care activities, which now account for a considerable share of total Group
sales, the profit margin is below the average for the Group, which tends to
reduce the overall margin. The total effect in 2002/03 is expected to be a

i profit margin in line with the one achieved in 2001/02, ie approx. 17%.
Coloplast's long-term objectives of achieving a turnover in 2005 of DKK
8bn and a profit margin of 17% are unchanged. These objectives can be
achieved through an average annual organic growth of 10% and few, minor
acquisitions.
Heavy fluctuations in key currencies, significant changes in the health-
care sector or mejor changes in the world economy may affect the
\ company's possibilities of achieving its long-term objectives and of meet-

ing expectations for the coming year.
’\
|\ Annual General Meeting
"\ The Annual General Meeting will be held on Monday, 16 December 2002
i at 4 pm at the company's head office in Denmark, 3 Holtedam,
Humlebaek. The Board of Directors proposes to the Annual General
Meeting that dividends are paid at DKK 4.35 per share of DKK 10

(2000/01: DKK 3.60 per share of DKK 10).
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Financial review

Highlights Geographical distribution
Group turnover was DKK 5,624m, an increase of 38% from DKK 4,069m of turnover 2001/02

in 2000/01. Profit before tax increased by 98% to DKK 1,238m from last

year’s DKK 624m. Profit for the year after tax and minority interests was 6%

DKK 770m, or 86% more than last year.

Operating profit is shown both before and after special items in the
year's accounts. Special items account for a total income of DKK 410m and
relate 1o major activities of a non-recurrent nature: the divestment of two
businesses and the restructuring of the breast care business etc. Excluding
special items, financial net expenditure and tax, operating profit amounted
to DKK 831m. This is DKK 235m, or 34% more than the previous year.
Based on these figures, the profit margin — calculated as operating profit in
per cent of turnover — came 10 17%, which is in line with the objective of
achieving at least 17% in the long term. This performance also complies with
the expectations expressed in our financial statement for three quarters. {
including special items, operating profit was DKK 1,341m, corresponding to
a profit margin of 24%.

The financial costs include net interest payments, cash discounts and the
effect of exchange-rate adjustments and currency hedging. In total, net finan-
cial items closed with a negative balance of DKK 103m, down from DKK 72m
last year.

Turnover and operating profit are stated at the year’s average exchange
rates, which were 2 percentage points below last year's average. Group turnover

Over the financial year, there has been a downward trend in the value of by business

Europe

North and South America
Other

-O-@—

L

Coloplast’s invoicing currencies, and the closing rate at 30 September 2002 area 2001/02
was lower than the year's average. Turnover growth excluding exchange-rate
effects was 40%. At 14%, organic growth excluding exchange-rate effects 7% 35%

was higher than expected at the beginning of the year.

Key events

Acquisitions and divestments are reflected in the accounts. Early in the
year, the investment in Sterling Medical Services Inc., New Jersey, and the
HSC Group in Germany was increased, consolidating the profit of the two
businesses in the Group’s accounts. Next, the Nutrition business of HSC
was sold to a company formed by Baxter Deutschland Holding GmibH

and Nutricia Deutschland GmbH. ’ Stoma care

in May followed the acquisition by Johnson & Johnson of Coloplast @ Continence care
Consumer Products A/S with effect from 1 October and consolidation at (I) Wound care
30 September 2002. Part of the agreement concerns the continued é Skin care

development and manufacture by Coloplast A/S of the products sold
on a cost-recovery basis.

As SSL's continence business was acquired in late September
2001, the full effect of its performance is included in the 2001/02
accounts.

¢ Breast care

Other
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Turnover growth for continuing business areas

Total growth Organic growth

DKK local currencies

Stoma care 20% 14%
Continence care 45% 21%
Wound care 11% 12%
Skin care 0% 3%
Other 420% -
Medical disposables 44% 18%
Breast care 2% €%
Total 38% 15%

Turnover development, geographical markets
The turnover in Europe accounted for 77% of Group
turnover, a little up on last year. Both in local curren-
cies and Danish kroner, the growth achieved was
41%. Currency fluctuations have a modest impact on
European sales.

Sales in the Americas accounted for DKK 976m
or 17% of Group turnover. In the USA, turnover
increased by 43% compared to last year in USD
terms, including sales by Sterling Medical. Organic
growth was 2%, which is lower than last year's 8%.

Coloplast’s sales-outside Europe and the USA
accounted for 8% of Group turnover in 2001/02,
recording an increase of 9%.

Turnover development, product groups

Total sales of ostomy products for the year were
DKK 1,879m, an increase from last year's DKK
1,851m of 20% in Danish kroner.

Continence care turnover was DKK 1,212m, an
increase of 46%.

Turnover for the ostomy and continence care
areas includes acquired business. Turnover gener-
ated by the home care companies is stated at higher
‘prices than traditional sales through subsidiaries. The
growth rates are based on turnover in Danish kroner
and are affected by organic growth, acquisitions,
divestments and by the added margin obtained from
distribution through the home care companies.

Wound care sales rose by 11% to DKK 736m
from DKK 666m in 2000/01. For breast care, actual
sales increased by 2% in Danish kroner to DKK
537m. The breast care performance was negatively
affected by the low rate of the dollar, which is the cur-
rency used for settling more than half of breast care
turnover.

The development of the dollar rate also affected
skin care sales, more than 75% of the DKK 204m
turnover being generated in the USA.

For the financial year 2001/02 a group referred to
as "other” has been added. This group comprises
consumer product sales and sales of service and
products not manufactured by Coloplast, primarily
through the Group’s home ¢are companies. Turn-
over for this group was DKK 956m. Last year’s turn-
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over of approx. DKK 184m includes only consumer
products.

Segment information

After the divestment of Coloplast Consumer Products
A/S and the consumer segment, Coloplast's products
address two different customer segments. The
largest, medical disposables, comprises ostomy,
continence, wound and skin care products. These
products are all marketed to hospitals and similar
institutions, where the patients are introduced to
them. Consumption takes place primarily in the user’s
home. The other segment, breast care, is reached
through such specialty shops as bandagists, shops
selling medical appliances and personal care for
women, including lingerie shops. The choice of prod-
uct is made by the user after competent guidance by
the dealer.

The profitability of segments is measued by their
profit margin defined as operating profit in per cent of
turnover. All direct, segment-related costs are stated
per segment. Costs with no direct segment affiliation
have been distributed subsequently. The indirect
costs distributed in this way account for approx. DKK
124m. Calculation of the profit margin excludes spe-
cial items.

Segment results

Incl. currency Medical Breast
effects disposables care
Turnover MDKK 5,087 537
Growth comp. to 2000/01 44% 2%
Profit margin 16% 19%

Expenses and profit margin

Expenditure for raw materials, ancilary materials,
human resources and external services rose by 38%
to DKK 4,511m from last year’s DKK 3,271m, while
depreciation increased by 8%. Minority interests
account for the minority shareholders' share of the
profit generated by non-wholly owned subsidiaries.
The majority relates to profits generated by HSC,
Germany, including the divested business area
Nutrition. Part of the profit achieved in the past from
associated companies, is now fully consolidated as
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Development of invoicing currencies 1998-2002
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ownership shares have increased in two distribution
companies, whose profit was previously stated
through associated companies.

Special items

The net proceeds from the divestment of businesses
appear in the profit and loss account with an entry of
DKK 458m. The primary items are the proceeds from
the divestment of the HSC Nutrition business and the
divestment of Coloplast Consumer Products A/S,
including the Compeed brand worldwide. The
restructuring costs relating to the breast care busi-
ness have also been entered under special items.

Financial items and tax

Financial items include net interest payments, cash
discounts and exchange-rate adjustments plus vari-
ous bank charges. Net financial expenditure in
2001/02 was DKK 103m, an increase of DKK 31m on
the previous year. Opposite forces impacting interest
payments were the declining level of interest rates
and the higher average net interest-bearing debt. The
effect was an increase in interest expenditure etc. to
DKK 80m, exchange-rate adjustments of DKK 31m
having a positive effect.

Total debts at year-end amounted to DKK
2,907m, including DKK 1,791m of interest-bearing
debts. Of these debts, DKK 1,612m represents debt
raised for terms of more than one year. During the
financial year, the composition of our borrowing facili-
ties was restructured. While, at the beginning of the
year, a considerable part of total debts consisted of
short-term bank facilities raised for financing acquisi-
tions, a 5-year credit facllity of DKK 1bn was signed
to finance repayment of short-term loans. Favourable
terms and a historically low interest-rate level served
to keep interest rates stable for long periods of time,
supported by long-term loans in buildings.

Total net interest-bearing debt increased to DKK
1,470m by year-end 2001/02. Hence, a change in the
interest-rate level of 1 percentage point will have a net
effect of DKK 15m on profit.

The Group’s total tax liability for the year amounts
to DKK 341m, while the figure was DKK 211m in
2000/01.

The effective tax rate decreased to 28% from last
year's 34%. The lower tax rate reflects the tax treat-
ment of divested activities.

Exchange-rate developments

The value of the Group's sales in Danish kroner is
affected by exchange-rate developments. Sales are
affected by fluctuations in exchange rates because
the largest part of sales is generated outside
Denmark.

The average value of our weighted invoicing
currencies in 2001/02 was 2% below its level for
2000/01. This has had a negative impact on turnover
and on profit before financial items.

We hedge against the impact of exchange rates
by making forward cover and option contracts. For
the financial year 2001/02 these hedging instruments
and other currency effects are included under finan-
cial items as a net currency income of DKK 31m. The
total currency effect for the previous year was a net
currency expense of DKK 4m.

The number of currencies covered by hedging
increased over the year, the key currencies being
USD, EUR, AUD, GBP, HUF, SEK, NOK and JPY.

Development of balance and equity

At 30 September 2002, the total balance amounted
to DKK 4,356m while a year before the balance had
amounted to DKK 3,233m, an increase of 35%. The
acquisition of further shares in distribution companies
constituted the primary reason for this increase.
Amounts receivable relating to sales and distribution
company product stocks have had full impact on the
overall balance.

Equity increased by DKK 350m, standing by the
end of the year at DKK 1,382m.

Equity accounted for 32% of the total balance at
year-end, and profit for the year yielded a return on
equity of 63% against 33% in the previous financial
year.

Investments

Operating close to the limit of full capacity utilisation,
we need to regularly invest in both buildings and
production machinery. In addition, we make invest-
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ments in measures to improve efficiency on a regular
basis. Investments in fixed assets ran up to DKK
409m in 2001/02 compared to DKK 3%84m the year
before. Overall, DKK 244m was spent on machinery
and operating equipment, slightly more than last
year's DKK 213m. Establishing the facility in Hungary
was the year's single biggest project.

Total investments in fixed assets in per cent of
turnover showed a downward trend. We thereby main-
tain the favourable development of previous years.

Capital expenditure on fixed assets vs turnover:

1998/99 1999/00 2000/01 2001/02

Ratio in % 12.1 11.9 9.9 8.6

Cash flow statement

The year’s cash flow from operations was DKK 913m,
an increase of DKK 313m over the year before, Part
of this increase was generated by acquired business.
After deduction for investments in tangible assets and
adjustment for dividends from associated companies,
there was a positive net cash flow for 2001/02 of
DKK 35m against a negative cash flow balance of
DKK 692m last year. The year was affected by major
acquisitions. The net cash flow includes the Group’s
investments in land and buildings worth DKK 165m
and in technical plant etc. worth DKK 244m. The
corresponding amounts for the financial year 2001/02
were DKK 181m and DKK 213m, respectively.
Payment of dividends amounted to DKK 85m.
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Capital expenditure

Cash flaw from aperations

Free cash flow

Changes in accounting policies

As announced in our financial statement for 2000/01,
we shall implement major changes to our accounting
policies for the financial year 2002/03. These
changes are a consequence of a new Danish act on
company accounts which, in all essence, complies
with international accounting standards.

Like other exchange-listed companies Coloplast
will implement the changeover to IAS no later than
2005. A number of accounting principles under 1AS
are currently being revised, and it is anticipated that,
within the coming year, rules enabling continuity in the
changeover process will be introduced.
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Accounting policies

The annual accounts and the consolidated accounts for
2001/02 have been prepared in accordance with the Danish
Company Accounts Act, current Danish accounting stand-
ards and other requirements relating to the presentation of
the accounts of listed companies imposed by the
Copenhagen Stock Exchange. The accounting policies are
consistent with those applied last year.

Euro

As a service 1o the readers of our annual accounts we show
Group figures also in EUR. The conversion rate was 742.74,
the rate of exchange quoted on 30 September 2002 (at 30
September 2001: 743.71).

Group consolidated accounts

The Group accounts comprise the parent company,
Coloplast A/S, and subsidiaries in which the Coloplast Group
controls more than 50% of the voting rights or otherwise has
a controlling interest.

The Group accounts are prepared based on the parent
company and subsidiaries’ accounts by aggregating similiar
financial statement items. The accounts used for consolida-
tion purposes have been prepared using the accounting poli-
cies of the Group. On consolidation, intra-group entries have
been eliminated.

Companies which are not subsidiaries, but in which the
Coloplast Group owns 20% or more of the voting rights or
otherwise has considerable management influence, are
regarded as associated companies.

Newly acquired or divested companies are included in
the profit and loss account for the period of ownership.

Comparative figures have not been corrected for newly
acquired or divested companies.

A profit or loss incurred on the divestment or clesing
down of a subsidiary company is calculated as the difference
between the sales price or value of the discontinued busi-
ness and the financial value of its net assets at the time of the
divestrment or closing down, including the anticipated costs
of the sale or closing-down. Any resulting profit or loss is
included in the profit and loss account after deduction of cor-
porate goodwill previously written directly to reserves.

At the acquisition of subsidiaries, the acquired share of a
company’s net asset value is determined according to the
Group's accounting policies. Where the purchase price dif-
fers from the net asset value, the difference is, to the extent
possible, allocated to assets and liabilities and written directly
to reserves,

Profit and loss account

Net turnover
is included in the profit and loss account for the year of
delivery and invoicing.

Other operating income and expenses
comprise items that are secondary in nature to the primary
operations of the company.

Research and development costs
are included under “other external costs”.

ACCOUNTING POLICIES

Incentive programmes

A share option programme has been set up for Group
Management and executives. As holdings of own shares are
deemed to cover these options, the costs relating to option-
based incentive programmes are deducted from equity
directly in accordance with the policy applied for own shares.

Conversion of foreign currency

Debit and credit balances denominated in foreign currency
have been converted into Danish kroner at the exchange
rates quoted on the balance sheet date. Both realised and
unrealised exchange gains and losses on current assets or
debt have been included in the profit and loss account as
financial items.

The profit and loss accounts of the foreign sales subsidi-
aries have been converted at average exchange rates for the
period, Their balance sheets have been converted at official
exchange rates at 30 September. Currency differences aris-
ing from such conversion have been included as financiat
items in the consolidated accounts.

The profit and loss accounts of the foreign manufac-
turing subsidiaries have been converted at average exchange
rates for the period while their balance sheets have been
converted at official exchange rates at 30 September, Cur-
rency differences arising from such conversion have been
written directly to reserves.

Exchange-rate adjustments of subsidiaries’ value at the
beginning of the year have been written directly to reserves.

Exchange-rate adjustments relating to balances with
foreign subsidiaries, representing increases or decreases in
their equity capital, are entered under reserves,

Financial instruments

The turnover of the parent company and the Danish subsidi-
aries is primarily invoiced in foreign currency. To take out for-
ward cover of accounts receivable and payable in foreign
currencies, the parent company mainly uses forward con-
tracts and options.

Where items covered in this way represent assets or
liabilities, any gains and losses incurred on the financial
instruments are included in the profit and loss account at the
same time as the items covered.

Unrealised exchange-rate adjustments relating to financial
instruments created for the purpose of covering future trans-
actions, are postponed until such future transactions occur.

Subsidies

Subsidies have been granted for R&D and for investments.
Subsidigs for R&D have been systematically included as
income in the profit and loss account o as to cancel out the
costs they compensate for. Subsidies relating to investments
have been included as accrued income in step with deprecia-
tion and write-off of the respective investments.

Special items
include significant amounts of a non-recurrent nature not
directly related to normal operations.

Taxes

Tax payable on the result for the year is charged to the profit
and loss account together with changes in the provision for
deferred taxation. Tax on equity movements is carried directly
to equity.
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Provisions for deferred tax are made according to the full
provision method of stating balances for all timing differences
between values stated for accounting and for tax purposes,
except where such differences relate to capital shares in
associated companies that are not expected to be disposed
of within a short period of time.

The tax value of a loss deemed to be postponable for
setting off against future taxable income, is set off against
deferred tax relating to the same legal entity and jurisdiction.
Any deferred tax assets are stated in the balance at the
expected realisable value of such assets according to a spe-
cific valuation of the respective assets.

Coloplast A/S has joined the tax prepayment scheme.
Additions, deductions and compensations regarding the tax
payment are included in the profit and loss account and bal-
ance sheet together with the current tax liability.

Coloplast A/S is jointly taxed with some of its wholly-
owned Danish and foreign subsidiaries. The net tax payment
on jointly taxed income is included in the parent company
accounts.

Balance sheet

Non-tangible fixed assets

Corporate software is stated at the cost price less accumu-
lated depreciation and write-offs, Corporate software is writ-
ten off aver its expected lifetime, the maximum being 5 years.
Other intangible assets are stated at original cost less accu-
mulated depreciation and write-offs. Intangible assets are
written off over their expected lifetime, the maximum being
20 years.

Purchased goodwill, patent and trademark rights and
corporate software whose valug does not excead DKK 5m
are included, like other external costs, in the year of acquisi-
tion.

Tangible fixed assets

are stated at the original cost less accumulated depreciation
and write-offs. These assets are written off over their
expected lifetimes, which are:

Buildings 25 years
Technical installations in bulldings 10 years
Technical plant and machinery § years
Other plant, operating equipment

and furniture 5 years

Tangible fixed assets with a cost of less than DKK 20,000
and minor building conversion and improvement costs not
considered to add permanent value, are charged to the profit
and loss account under “other external costs” in the year in
which they are incurred.

Financial fixed assets

Shares in subsidiaries and associated companies are stated
in the accounts of the parent company at the value of the
proportional ownership share of the respective companies’
equity (equity method) and reduced by unrealised intra-Group
profit. If the equity of a subsidiary is negative, an amount
corresponding to the negative equity Is set off against
accounts receivable from the subsidiary or is aflocated to
reserves.

The profit for the year and the parent company's equity are
therefore equal to those of the Group.

Other securities and equity capital, mainly shares
acquired for permanent holding, are stated at purchase price
less any depreciation of a permanent nature. Such deprecia-
tion Is included in the profit and loss account as financial
expenses.

Stocks
Raw materials, ancillary materials and goods in progress are
stated in the accounts at cost price.

Finished goods are valued at calculated cost price - pur-
chase price of raw materials and semi-manufactures plus
other costs directly attributable to the individual product. No
addition is made for indirect production costs.

Products whose net realisable value is lower than the
actual or calculated cost price, respectively, are priced at net
realisable value.

Commodities are stated at the lower of cost price and
net realisable value. Costs are based on the FIFO principle of
calculation.

Accounts receivable
are stated at face value, reduced by any depreciation in
anticipation of losses subject to individual assessment.

Securities

The purchasing and selling price for own shares is deducted
from or added to reserves directly. Other securities are stated
in the accounts at the price at which they were bought or at
market value, if lower, based on a total portfolio assessment.
Unrealised losses are entered in the profit and loss account
as financial items.

Debt
Debt, including mortgage debt, is stated at nominal value,

The cash flow statement

uses the indirect method, based on operating profit, and

shows the Group’s cash flow for the year and the liguidity
position at year-end. The cash flow originates from, or is

applied in, three main areas: operations, investments and
financing.

Liguidity includes liquid funds and securities shown as
current assets.

Liquidity deriving from operations is adjusted for non-
cash operational items, changes in working capital and com-
pany tax paid.

Working capital includes current assets and short-term
debt, but not short-term items included in liquidity.

Investments include fixed assets purchased or sold,
prepayments on fixed assets during the building phase,
increases in capital holdings in subsidiaries or associated
companies and dividends paid by associated companies.

Financial items include issue of share capital and long-
and short-term loans.

Positive amounts indicate incoming payments while
negative amounts indicate outgoing payments.
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Profit and loss account
1 October 2001 - 30 September 2002

Group Group Parent company
MDKK MEUR MDKK
Note 2001/02 2000/01 2001/02 2000/01 2001/02 2000/01
1 Net turnover 5,624 4,069 757 547 2,363 1,963
2 Change in stocks of finished goods
and work in progress 16 101 2 14 15 -3
Other operating income 77 31 10 4 50 62
Income from operations 5,717 4,201 769 565 2,428 2,022
Costs of raw materials and consumables -1,262 -768 -170 -103 -640 -484
Other external costs -1,420 -1,070 -181 -144 -470 -396
3 Employee costs -1,828 -1,433 -246 -193 -754 -703
Profit before depreciation 1,206 930 162 125 564 439
5 Income from participating interests 209 208
5 Profit, associated companies 7 26 1 4 Q 0
6-7 Depreciation -282 -260 -38 -35 -178 175
Operating profit 931 696 125 94 595 472
9 Special items 410 0 56 0 285 0
Profit before financial income and expenses 1,341 696 181 94 880 472
10 Financial income 126 69 17 9 165 a7
11 Financial expenses -229 -141 -31 -19 -133 -52
Profit before tax 1,238 624 167 84 912 517
12 Company tax -341 -211 -46 -28 -142 -104
Profit for the year 897 413 121 56 770 413
Minority interests -127 0] -17 0 0 0
Coloplast’s share of the profit for the year 770 413 104 56 770 413
Profit distribution
The Board of Directors will propose to the share-
holders at the Annual General Meeting that they
approve the following distribution of the profit for the year:
Dividend DKK 4.35 per share (24m shares) 104 86
Subsidiaries’ reserves 110 76
Free reserves 556 251
Total 770 413
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Balance sheet
At 30 September 2002

Group Group Parent company
MDKK MEUR MDKK
Note 2001/02 2000701 2001/02 2000/01 2001/02 2000/01
Assets
Patents and trademarks 10 1 1 0] 8 1
Goodwiill 65 0 9 0] 0 0
Corporate software 48 11 6 2 43 5
Prepayment for intangible fixed assets and
intangible fixed assets in progress 18 31 3 4 0 31
6 Intangible fixed assets 139 43 19 6 51 37
Land and buildings 928 826 125 111 173 173
Technical plant and machinery 330 312 44 42 270 276
Other operating equipment 177 128 24 17 86 64
Payments on account for tangible fixed assets
and tangible fixed assets under construction 150 110 20 15 97 91
7 Tangible fixed assets 1,585 1,376 213 185 626 604
8 Shares in subsidiaries 112 118
Accounts receivable, subsidiaries 492 455
8 Participating interests in associated companies 1 39 0 5 0 0
Accounts receivable, associated companies 0 26 0 3 0 0
8 Other securities and participating interests 0 8 0 1 0 0
18 Deferred tax asset 182 147 25 20 75 399
Financial fixed assets 183 220 25 29 559 672
Total fixed assets 1,907 1,639 257 220 1,276 1,313
13 Stock and work in progress 569 474 76 64 272 213
Trade debtors 1,107 734 149 99 139 67
14 Accounts receivable, subsidiaries 963 846
Accounts receivable, associated companies 5 37 1 5 0 0
15 Other debtors 417 42 56 6 352 6
Accruals 30 33 4 4 3 9
Debtors 1,559 846 210 114 1,457 928
16 Securities 1 1 0 0 1 1
Cash and bank balances 320 273 43 37 138 65
Current assets 2,449 1,594 329 215 1,868 1,207
Total assets 4,356 3,233 586 435 3,144 2,520
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Balance sheet
At 30 September 2002
Group Group Parent company
MDKK MEUR MDKK
Note 2001/02 200001 2001/02 2000/01 2001/02 2000/01
Liabilities
Share capital 240 240 32 32 240 240
Subsidiaries' reserves 418 308
Retained earnings 1,152 802 155 108 734 494
17 Total equity capital 1,392 1,042 187 140 1,392 1,042
Minority interests -1 11 0 2 0 0
18 Provisions for deferred taxes 4 3 1 0 0 0
19 Other provisions 54 44 7 6 25 19
Provisions 58 47 8 6 25 19
20 Mortgages 546 182 74 24 179 28
20 Bank loans 1,066 56 143 8 874 0
Long-term liabilities 1,612 238 217 32 1,053 28
20 Mortgages 6 7 1 1 1 1
20 Bank loans 1783 1,150 23 155 20 982
Trade creditors 373 200 50 27 203 99
Amounts due to subsidiaries 76 35
21 Company tax 199 77 27 10 103 47
22  Other creditors 419 356 56 48
Accruals 23 20 3 3
Dividend 102 85 14 11
Current liabilities 1,295 1,895 174 255
Total current and long-term liabilities 2,907 2,133 391 287
Total liabilities 4,356 3,233 586 435

23 Qther liabilities
24  Financial instruments
25 Transactions with related parties
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Consolidated cash flow statement

Group Group
MDKK MEUR
Note 2001/02 200001 2001/02 2000/01
Operating profit 931 696 125 94
A Adjustment for non-cash operating items 278 247 38 33
B Changes in working capital -52 -102 -7 -15
Special items 99 0 13 0
Ingoing interest payments etc. 116 69 16 9
Outgoing interest payments stc. -221 -141 -30 -19
Company tax paid -238 -169 -32 -22
Cash flow from operations 913 600 123 80
Investments in intangible fixed assets -51 -31 -7 -4
Investments in land and buildings -165 -181 -22 -24
Investments in technical plant and equipment -244 -213 -33 -29
Adjustment of tangible fixed assets under construction -40 5 -5 1
Fixed assets sold 16 16 2 2
Acquisition of businesses -400 -897 -54 -120
Investments in ass. cos and other sec. and part. interests 0 8 0 1
Dividend from associated companies 6 17 1 2
Exchange-rate adjustment of subsidiary equity capital 0] -16 0 -2
Cash flow from investments -878 -1,292 -118 -173
Free cash flow 35 -692 5 -93
Dividend to shareholders -85 -72 -12 -10
Dividend to minority interests -129 0 -17 0
investments in own shares -25 -23 -4 -3
Financing through long-term loans 1,290 -148 174 -20
Financing through short-term loans -1,090 1,034 -147 139
Cash flow from financing -39 791 -6 106
Net cash flow -4 99 -1 13
Liquidity at 1 October 2001 274 175 37 24
Addition through acquisition 51 0 7 Q
The year's change in liquidity -4 99 -1 13
Liquidity at 30 September 2002 321 274 43 37
Liquidity includes:
Securities 1 1 0 0]
Cash and bank balances 320 273 43 37
321 274 43 37
The consolidated cash flow statement cannot be extracted
directly from the published financiat statements.
A Adjustment for non-cash operating items
Depreciation 282 260 38 35
Profit share, associated companies -7 -26 -1 -4
Change in provisions 3 13 1 2
278 247 38 33
B Changes in working capital
Stock and work in progress -22 -93 -3 -13
Trade debtors -162 =77 -22 -11
Other debtors 35 -28 5 -3
Suppliers and other creditors g7 96 13 12
-52 -102 -7 -15
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Auditors’ report and approvals

Management's statement on the annual report

The Board of Directors and Group Management have today
considered and adopted the annual report of Coloplast A/S for
the financial year 2001/02. The annual report was prepared in
accordance with the Danish Financial Statements Act, Danish
accounting standards and the general requirements made by the
Copenhagen Stock Exchange on the financial reporting of listed
companies. We consider the accounting policies applied appro-

Humiebaek, 19 November 2002

Group Management Board of Directors

Sten Scheibye Palle Marcus
Chief executive Chairman
Carsten Lenfeldt

Jytte Gliim

Lars Rasmussen

Maxwell S. Stringer Kurt Anker Nielsen

Auditors’ report

We have audited the consolidated financial statements and the
annual financial statements of Coloplast A/S for 2001/02, page
1to 33, as presented by the Board of Directors and the
Management.

Basis of opinion \We have planned and performed our audit in
accordance with International Standards on Auditing and Danish
auditing standards and provisions to obtain reasonable assur-
ance that the financial statements are free of material errors or
omissions. Our audit included, based on an assessment of mate-
riglity and risk, an examination of the basis and evidence sup-
porting the amounts and other disclosures in the financial state-

Copenhagen, 19 November 2002

PricewaterhouseCoopers

Morten Iversen John Schmidt
State Authaorised Public Accountants

AUDITORS' REPORT AND AFPROVALS

priate, and in our opinion the annual report gives a true and fair
view of the assets, liabilities, financial position and results of
operations and cash flows of the Group and the parent company.
The additional report on intellectual capital management of
Coloplast A/S gives a true and fair view within the framework of
generally accepted guidelines. We recommend that the annual
report be adopted at the Annual General Meeting.

Niels Peter Louis-Hansen Helle Bechgaard

Vice chairman

Per Magid Flemming Moss

Torsten E. Rasmussen Knud @ligérd

ments. Furthermore, we have assessed the accounting policies
applied and estimates made by the Board of Directors and the
Management as well as evaluated the overall adequacy of the
presentation in the financial statements.

Our audit did not give rise to any qualifications.

Opinion In our opinion, the consolidated financial statements
and the annual financial statements have been prepared in
accordance with Danish accounting legislation and give a true

and fair view of the assets and liabilities, the financial position
and the result for the year of the group and the parent company.

Revisionsfirmaet Helge Bom A/S

Claus @rbech Jan Rasmussen
State Authorised Public Accountants
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Notes

Group Parent company
MDKK MDKK

2001/02 2000/01 2001/02 200001
1. Net turnover
Denmark 139 121 146 134
Rest of Europe 4,191 2,958 1,996 1,631
America (North and South America) 976 897 51 39
Rest of the world 318 293 170 159
Total 5,624 4,069 2,363 1,963
Turnover outside Denmark, % 98 97 94 93
2. Change in stock of finished goods and work in progress 51 127 49 25
Elimination of intra-Group profit -35 -26 -34 -28
Total 16 101 15 -3
3. Employee costs
Wages, salaries and directors’ fees 1,609 1,264 695 654
Pension scheme contribution 79 61 47 39
Other social security costs 141 108 12 10
Total 1,829 1,433 754 703
Average number of employees 5,285 4,115 2,442 2,241
Number of employees at 30 September 2002, full-time equivalents 5,515 4,203 2,470 2,255
The following amounts are included in the total employee costs:
Management remuneration and pension scheme contribution 13 12
Directors’ fees 2 2
Provision for Directors’ pension in accordance with the Articles 0 6
See note 17 Equity capital regarding share options.
4. Total fee to auditors elected at the Annual General Meeting
Total fee to PricewaterhouseCoopers 2 2
Total fee to Helge Bom A/S 0 0
Of this fee for audit to PricewaterhouseCoopers 1 1
Of this fee for audit to Helge Bom A/S o Q
5. Income from participating interests
Profit from subsidiaries 290 250