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SHARPENING THE FOCUS

ON CUSTOMERS AND CORE BUSINESS

2005 was a year of restructuring at
Dako in which we made great efforts
to simplify and clarify our business
and our organization. As a symbol of
this restructuring, on November 1 we
changed the company’s name from
DakoCytomation A/S to Dako A/S.
We have taken a number of steps to
increase Dako’s growth, efficiency and
competitiveness in the future. The most
important initiatives include the follow-

ing:

B We have moved closer to our cus-
tomers and intensified our market
focus by introducing a new sales
strategy and organization.

® \We have increased our expertise in
the development, production and
sale of integrated systems for auto-
mation of workflow in pathology
laboratories.

B \We have sharpened the focus on
our core business — cell-based can-
cer diagnostics — with the planned
sale of our Microbiology activities.

B We have directed focus onto prof-
itability and targeted our product
portfolio.

® We have created a flexible, dyna-
mic organization with short, effi-
cient decision-making processes,
clear division of responsibilities and
simpler workflow.

("Da ko

® We have invested more in R&D,
especially in the first total sys-
tem, Eridan™, which we have just
launched in the USA and Europe.

® \We have opened new production
facilities in Glostrup and Fort Collins.

INVESTING IN THE FUTURE

The financial results bear the marks
of change while at the same time
stressing the need for change. Sales
growth was only 8% measured in lo-
cal currencies, whereas the target
was 10%. The lower growth impacted
on earnings, which were also nega-
tively affected by the non-recurring
costs of restructuring the organization
and targeting our product portfolio.
These costs were obviously regret-
table, but entirely necessary to trim
Dako for the future.

The management has also changed.
Patrik Dahién has arrived as CEOQ, Leif
Nergaard as CFO and Rolf Ehrnstrém
as Corporate Vice President, R&D.
Other corporate managers have had
their responsibilities expanded and
amended, and Dako has recruited

a number of good people with inte-
gration and system expertise. Dako
has an outstanding platform for
success by virtue of its employees,
products, name, quality and long
years of partnership with doctors,
cancer researchers and industry. The
task for management is to create the

optimum framewaork for the potential
to be realized in full. We tackled this
effectively in 2005.

THE GOAL IS CLEAR

Dako works to ensure that doctors
and health workers have the best con-
ditions for making accurate, reliable
diagneses of the regrettably high num-
ber of new cases of cancer that arise
every year. We want to reduce the
time that it takes to make a diagnosis.
We want o increase the success rate
in the pathology laboratory. And we
want to increase the reliability and re-
producibility of the results.

Dako is a leader in its field and, in
close cooperation with doctors, can-
cer researchers and the pharmaceut-
ical industry, we have the best pos-
sible platform for modernizing and
raising the quality of cancer diagnos-
tics. We expect this to be evidenced
in higher growth and better earnings
for the company in 2006.

Best wishes

Sonnich Fryland
Chairman of the Board

Patrik Dahlén
CEQO
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| Key figures and ratios

DKK million

Key ﬁg\jres

Net sales

EBITDA

Operating profit before other income and expenses
Other income and expenses

Operating profitloss

Net financials

Pre-tax profit/loss

Profit/loss from continuing operations

Profit from discontinued operations

Net profit/loss for the year

Dako's share of net profit/loss

Total assets

Equity

Net interest-bearing debt

Cash flow from operating activities

Cash flow from investing activities
Investments in property, plant and eguipment

Free cash flow

Ratios
EBITDA (%)

Operating profit before other income and expenses (%)

Operating profit (%)

R&D expenses (%)

Effective tax rate (%)

Equity ratio (%)

Financial gearing

Return on equity (%)

Number of employees (average)
Per share data

Number of shares (thousand)
Average number of shares, fully diluted (thousand)
Earnings per share (EPS)

EPS, fully diluted

Book value per share (DKK)

Cash flow per share (DKK})
Proposed dividend per share (DKK)

2001/02

Wil

1,187.0
3537
107.1
176.4
282.5

(19.4)
263.1

183.7
186.1
1,442.7
£69.1
3115
1113
(100.5)
(108.1)
10.8

29.8
9.0
23.8
16.0
30.2
46.4
0.5
34.1
1,036

36,776
37,139
5.06
5.01
18.19
3.00
0.00

2002
6 month§

7153
81.4

439

21.4)

225

4.2

1 26.7

19.9
2) 19.9
1,543.6
714.2

387.7

75.7

(152.3)
(117.5)

(76.6)

3) 1.4
6.1

3.1

14.5

255

46.3

0.5

4 2.8
1,240

38,044
38,136
0.53
0.52
18.77
1.98
0.15

* The comparative figures include only DAKD A/S, The key figures for the balance sheet in 2001/02 include Cytomation, tnc.

1,417.3
102.8
12.6

7.3
0.9
28
187
9.6
83.2

(8.8)
1,398

38,354
38,898
(1.49)
(1.47)
15.27
1.22
0.10

14327
200.1
98.9
(17.3)
81.6
31.1)
505
24.4
175
41.9
421
1,867.6
595.9
716.9
65.5
{145.0)
(151.8)
(79.5)

14.0
6.9
57

16.3

51.7

31.8
1.2
7.1

1,302

38,435
39,152
1.10
1.08
156.50
1.67
0.10

2005

*hw

8.0
©.8
03

18.1
17.9
326
1.3
(4.8)
1,360

38,640
39,282
0.76)
0.75)
16.20
1.14
0.10

** The comparative figures for 2001-2003 have not been rastated to reflect the change in accounting policies but have been compiled in accordance with the previous accounting policies,

See Financial definitions for mathod of calculation ot key figures and ratios.

"** The Microbiology busiress area is included in a separate line in the income statement.

1} Includes DKK 175.4 million from disposal of activities,
2} Includes DKK 124.4 milian fiom disposal of activities.
3} 14.8% derived from disposal of activities.
4} 22.56% derived ‘rom disposal of activities.
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Dako is one of the world's leading companies in the research, development, production and mar-
keting of products for cell-based cancer diagnostics for both clinical diagnostics and research use.




The number of people suffering from can-
cer is constantly growing. A key factor in
ensuring patients the best treatment is to
make an accurate and full diagnosis and
choose the right form of treatment at an
early stage. Dako's products help doctors
all over the world to make more precise
diagnoses of cancer patients on the basis
of reliable test results.

Dako aims to improve cancer diagnostics
and help create higher productivity and
better workflow in hospital and research-
laboratories. Dako therefore seeks to-
continuously develop and offer ever more
automated and integrated diagnostic
systems and products which give the
pathologist and laboratory personnel
better opportunities to exploit the benefits
of both existing forms of treatment and
the constantly increasing number of new
forms of treatment.

Dako is a global business with headquar-
ters in Denmark. It was founded by the
Danish medical doctor Niels Harboe in
1966 and has 40 years' experience in the
development and production of reagents
and antibodies. Today Dako's expertise
also extends to the development, produc-
tion and marketing of instruments and inte-
grated system solutions.

The Company has approx. 1,400 employ-
ees, is represented with subsidiaries in 18
countries and works with distributors in 53
countries.

oo

ACTIVITIES AND PRODUCTS

Cancers form when cells in the body grow
out of control. Analysis of these cells forms
the basis of Dako's preducts for in vitro
diagnostics. Dako’s primary business area,
cell-based cancer diagnostics, is divided
into Pathology and Flow Cytometry, which
account for 73% and 17 % of sales respect-
ively. Added to this is 10% from Other
products.

The Pathology area mainly comprises solu-
tions for clinical use. Products include:

B Reagents and antibodies

8 Pharmacodiagnostic Kits, pharmDx™

® Staining instruments and instruments for
image analysis

u Systems where instruments, reagents,
training and service are fully integrated

Dako has a global market share of 35-40%
in specific tissue-based cancer tests.

The Flow Cytometry area mainly comprises
instruments for research use and reagents
for clinical diagnostics. This product area is
expected to result in instruments for clinical
diagnostics in the longer term. Products
include:

® Reagents and accessories
m nstruments for flow cytometry
m Systems

Dako has a market share of less than 5% in
the world market for flow cytometry.

Other products primarily cover antibodies
used to measure the concentration of protein
in blood, urine and cerebrospinat fluid.

GROWTH STRATEGY

In the market for in vitro diagnostics, Dako
commands a leading position in the im-
munohistochemistry segment with core
expertise in the analysis of ceils and cell
components from tissues, cell cultures and
body fuids,

Dako’s strategy is to expand the market
and the Company's market share by intro-
ducing advanced new technologies for cell-
based cancer diagnostics. The purpose of
Dako'’s products is to streamiine workflow
in the laboratory as far as possible through
increased automation and integration of in-
struments, reagents and software.

Dako's technelogies and systems are de-
veloped in close collaboration with the
Company's customers. Dako also offers
training and service to customers at dedi-
cated centers in many countries to ensure
they can utilize the products optimally.

Besides maintaining and developing close
long-term relations with the Company’s
customers, Dako builds on a network of
partnerships with companies with matching
technologies, and with universities, com-
panies and organizations within the field of
cancer research and cancer diagnostics.

(=)
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in September 2005 Dako announced

that the Company plans to sell its Micro-
biology business area. As a result, the
Microbiology business area is not included
in the Group's sales and cperating profit,
but only in a line in the income statement.
The comparative figures for 2004 have
been restated accordingly.

PERFORMANCE IN 2005

Developments in 2005 were characterized
by major changes within Dako. In 2005
the new management implemented a ser-
ies of measures to sharpen focus on the
core business. These inciuded optimizing
the organization, introducing a new sales
strategy, targeting our product range and
announcing the sale of the Microbiology
activities.

Sales grew by 8% to DKK 1,545 million,
with the core business, Pathology, achiev-
ing organic growth of 9%. The Group’s
growth in sales was slightly lower than
expected, partly as a result of lower sales
of instruments within Flow Cytcmetry in
connection with quality improvements and
instrument upgrades.

The financial statements show a healthy
underlying business, with net profit in par-
ticular affected by non-recurring costs of
BKK 98 miliion arising from the restructur-
ing of the organization and targeting the
product range. Adjusted for non-recurring
costs, operating profit was DKK 84 mil-
lien (against DKK 137 million in 2004). The
Group's overall net result after tax and

[ QIS

non-recurring costs was a loss of DKK 29
million, compared with a profit of DKK 42
million in 2004.

Despite the considerable non-recurring
costs, Dako generated a positive cash flow
from operating activities of DKK 45 mil-
lion, as only a small proportion of the non-
recurring costs has an effect on liquidity.

STRATEGIC AND OPERATIONAL INITIATIVES
As part of Dako's strategic focusing, the
Company's activities within Microbiology
are being held for sale. Microbiology ac-
counts for less than 6% of the Group's
overall sales. The activities are profitable
and are showing increasing growth, but
Microbiology is outside Dako's strategic
focus on cancer diagnostics. As described
in the Accounting policies, this decision
means that Microbiology is no longer in-
cluded in the Group's sales and operating
profit but only in a line in the income state-
ment, The comparative figures for 2004
have been restated accordingly.

In July 2005 Dako entered into a strategic
distribution and development agreement
with US company Clarient Inc. on the
further development and sale of its ACIS
instruments, which are used for digital cel-
lular Image analysis and virtual microscopy.
The agreement is part of Dako's strategy
to automate more and more areas of the
workflow in the pathelogy laberatory and
to offer ever more integrated systems

to the market for cancer diagnostics.
ACIS is the first instrument on the mar-

ket to receive FDA marketing clearance
for automatic screening of breast tissue
section specimens stained with Dako's
HercepTest™.

On November 1, 2005 the Company
changed its name from DakoCytomation
A/S to Dako A/S. The idea behind the new
stronger and simpler version of the name
and logo is to signal that Dako is now

a fully integrated business following the
merger of DAKO A/S and Cytomation Inc.
in 2002.

ORGANIZATION AND MANAGEMENT

In order to accelerate growth and increass
profitability at Dako, the Board of Directors
appointed 44-year-old Patrik Dahlén as
President and CEQ. Towards the end of
the vear, the management launched a ser-
ies of initiatives to create a clearer focus
for the business, shorter decision-making
processes, clear division of responsibilities
within the organization, and, not least,
sharp customer and market focus.

Patrik Dahlén has been a member of
Dako's Board of Directors since 2003.

He has a solid managerial background
within the diagnostics and life science
industries. Previous positions include
President of the Life and Analytical
Sciences business unit at PerkinElmer

Inc. and Head of the Diagnostics Systems
Division at EG&G Wallac OY. Patrik Dahlén
will remain a member of the Board until the
Annual General Meeting on May 11, 20086.

Y@= 1
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On February 1, 2006 Leif Nergaard took
up the position of CFO. Leif Nergaard is
50 years old, is a state-authorized public
accountant, and had been employed in
the Chr. Hansen Group for 18 years, for
the last five years of which he was CFO.
From 1996 to 2000 Leif Norgaard was
Regional Director responsible for Chr.
Hansen's activities in North America.
From his previous positions as Director
of Global Production and Logistics and
Director of Gobal Sales, Leif Nergaard
has both international and broad business
experience.

Dako's Executive Management has

also been strengthened by the addi-
tion of 53-year-old Rolf Ehrnstrédm, who
took up the position of Corporate Vice
President, Research & Development on
June 1, 2005. Since 2000 Rolf Ehrnstrém
had been Vice President, R&D for Gyros
AB, and previously he held managerial
research positions with Amersham
Pharmacia Biotech AB, Pharmacia
Biotech AB, LKB-Produkter AB and
Wallac QY. With his broad experience in
the integration of reagents and instru-
ments, Rolf Ehrnstrém will contribute
significantly to Dako's development to-
wards being a leading supplier of fully in-
tegrated systems in cancer diagnostics.

A restructuring of the organization has
been initiated, bringing together market-
ing, sales and service under Per Sjdberg,
Corporate Vice President for Sales &
Marketing, to ensure customer/market fo-

The ACIS instrument is
used far digital celiutar

imaging analysis.

cus and a more dedicated sales force. At
the same time, Corporate Vice President
Dennis Chenoweth has assumed respon-
sibility for the Group's global business
development activities, including strategic
alliances and acquisitions and disposals,

Klaus Kjeldal, Corporate Vice President for
Qperations, has alsoc assumed responsibil-
ity for three newly established local man-
agement teams for the business units in
Glostrup (Denmark), Fort Collins (Colorado)
and Carpinteria (California). The idea be-
hind these new business units is to make
better use of production and research
resources through centers of excellence
and increased coordination betwesn the
functions.

NEW PRODUCTS

Dako's integrated system for cancer
diagnostics, Eridan, was completed and
launched in the USA and Europe in March
20086. For customers, hospitat laborator-
ies and diagnostic laboratories, Eridan will
mean optimization and major streamlining
of the workflow. Besides the actual system,
Dako is marketing an extensive range of
reagents and protocols optimized for Eridan.

Dako's newest flow cytometer, CyAn™
ADP, is already operative in many labor-
atories. CyAn is used in research to analyze
blood and fluids in connection with leuke-
mia, lymphoma, HIV and other diseases.
CyAn ADP has been acclaimed for its high
speed, ease of use and compact design.

Dako has introduced a number of new
pharmDx™ products, receiving FDA ap-
proval for HERZ FISH pharmDx and ¢-Kit
pharmDx as well as marketing clearance
for ER/PR pharmDx in the US market,
HERZ2 FISH pharmDx is used to identify
breast cancer patients who might ben-

efit from treatment with Herceptin®. The
test is a supplement to Dako's existing
HercepTest™ and is used to increase the
certainty of a correct diagnosis. In patients
with a specific form of cancer in the gastro-
intestinal system, ¢-Kit is used to identify
which patients might benefit from particular
forms of treatment. ER/PR is used to select
patients and make prognoses for those
cases of breast cancer where the patient
might benefit from treatment with a specific
antihormonal therapy.

During the year, Dako also launched a

new, highly sensitive system of visualization
reagents for cancer diagnostics, EnVision™
G2, which further improves the pathologist's
possibilities of making a correct diagnosis.

In the autumin, a production error resutted in
t00 low a concentration of a component

in a visualization reagent being included

in a consignment of our diagnostic kit
HercepTest. Dako strives to supply reliable
products of high guality and so immediately
recalled and replaced the product in line
with the Company’s own guidelines and ap-
plicable official requirements for the safety
of customers and patients. The quality
management system was subsequently re-
viewed to prevent repeat incidents.

("Dako




RISK MANAGEMENT

Dako's activities are associated with a
number of uncertainties and risk factors re-
lating to commercial activities, production
processes, development processes and
the Company’s management and employ-
ees. Dako's broad range of products and
system solutions for various categories

of customer throughout the world means
that the Company's market potential is
influenced by general economic fluctua-
tions. Given Dako’s comprehensive inter-
national activities, a number of business
and financial risks also have an impact on
the consolidated results, cash flows and
equity.

The Board of Directors and Executive
Management have been and will be con-
tinuously setting up policies, guidalines and
plans for alt major risk areas, and these will
be monitored and assessed on a regular
basis. Our risk management activities will
ensure stability in earnings and protect
Dako’s assets and reputation.

BUSINESS RISKS

MABKET CONDITIONS

A number of Dako’s products are sold

with reimbursement from public authorities.
Reductions in these reimbursements could
have an impact on consolidated sales,
cash flows and results,

INTELLECTUAL PROPERTY RIGHTS
Daka’s business is largely based on intel-

lectual property rights (IPR), in particular in

oaxo

the form of patents, licensing agreements
and trademarks. The number of patents in
Dako’s portfolio is growing steadily, which
means that the portfolio is becoming in-
creasingly important. In order to retain

one of Dako's most important resources,

it is company policy to always ensure the
best possible protection of the Company's
rights and to take all necessary steps to
prevent infringements.

REGULATIONS

As a producer and supplier of products
for clinical diagnostics, Dako is subject

to a range of official requirements in the
countries where the Company operates.
Consequently, it is company policy to
always ensure that the products are in
compliance and that the companies in the
Group act in accordance with local legisla-
tion and have the best possitle relations
with government authorities.

INSURANCE PROGRAR

Dako seeks through its insurance program
to reduce the potential financial impact

of the risks associated with operating as

a worldwide medical device supplier and
of any risks resulting from environmental,
political or financial influence,

INTERNATIONAL OPERATIONS

As an international Group, Dako is sub-
ject to a number of risks and challenges
associated with carrying out international
business operations and fulfilling tegislative
requirements, including local tax rules.

QUALIFIED EMIPLOYEES

Employee costs are Dako's single largest
cost item, and the Group's competitive
strength depends in part on its ability to at-
tract, train and retain employees with the
right qualifications and the right experience.

Financial risks are discussed in the notes
to the financial statements.

EXPECTATIONS FOR 2006

Dako anticipates organic sales growth of
minimum 10% in 2006 and operating profit
of approx. DKK 100 million excluding non-
recurring costs.

The plan is still for Dako A/S to be listed on
the stock exchange when the Company
and the market are ready for this.
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Cancer is particularly widespread in the
industrialized world, and this is reflected in
Dako's sales, which break down into 52%
in Europe, 35% in North America and 13%
in the rest of the world. Dako's products are
advanced solutions which reguire ongoing
contact between supplier and customer to
ensure optimum use of the products. Dako
therefore has its own sales and service or-
ganization in 19 countries in Europe, the
USA, Japan and Australia, while sales and
service in the rest of the world are handled
by distributors and partners.

MARKET FOR CANCER DIAGNQSTICS

Each year some 10 million people world-
wide are diagnosed with cancer and more
than 6 milion people die from the dis-
ease. Cancer is one of the most common
causes of death in the USA and the rest of
the western world. Based on demographic
trends, with elderly people comprising an
increasingly larger share of the population,
the World Health Organization expects the
number of new cases of cancer to rise to
15 millien per annum In 2020.

The chances of surviving cancer are now
markedly improved thanks to many years
of research and the development of new
diagnostics and new therapies. One key
factor in giving a patient the best possible
chance of survival is to make an accurate
and full early diagnosis and, on the basis
of this diagnosis, choose the right form of
treatment at an early stage. This entails
an increased need for the reagents and
instruments used for screening, diagnosis,

("Da ko

monitoring, prognosis, treatment selection
and treatment monitoring.

The number of tests that need to be car-
ried out at laboratories is constantly grow-
ing. And in turn, the need to replace ex-
isting manual processes with automated
systems is also growing. The demand for
automation and system solutions is also

being bolstered by the need for high qual-
ity and consistency in the tests performed.
In this respect, the automated protocols of
our instruments have an advantage over
existing manual processes.

CUSTOMERS
Dako's largest customers are hospital lab-
oratories and research laboratories.

il

PATHOLOGY WORKFLOW [N THE FUTURE
“Pathology is one of the few medical disciplines to have experienced no major changes in re-
cent decades, and the preparation and processing of tissue specimens are more or less the
same all over the world. In the last few years the technical processes (embedding, conven-
tional staining, cover sfipping, etc.) have been largely standardized due to the employment of
suitable technical equipment. In addition, IT systems have been installed in the vast mafority
of pathology labs to support data management. But despite these technical advances, work-
flow in pathology has not changed significantly.

"A key element for the future is the availability of high-throughput slide scanners which allow
a rapid acquisition of images. The availability of images supports rapid and effective consult-
ation of experts regardless of their location. In addition, all other devices such as conventional
stainers, immunostainers, cutting devices, etc., have to be fully integrated into this automated
workfiow.

"Like other medical disciplings tocay, pathology in the future will be largely based on com-
puter-based lab and imaging systems. It seems highly likely that the cfassical microscope
will be replaced by scanning devices which alfow reviewing of the sections on high-
resolution screens," says Dr Michael Hummel, Campus Charité Mitte, Institut fiir Pathologie
des Rudolf-Virchow-Haus, Germany.
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In the hospital laboratories, the customers
are typically pathologists needing to make
a cancer diagnosis based on cell samples.
In the research laboratories, our customers
are much more broadly composed of re-
searchers with a scientific background,

In the area of pathology, Dako's reagents
and instruments are sold to both the clinical
market and the research market. When it
comes to flow cytormetry, our reagents are
also sold to both markets, but as yet our flow
instruments are only sold for research uss.

PATHOLOGY

Dako's pathology products are used by
pathologists for In vitro diagnostics (VD),
i.e. to diagnose cancer and other chronic
diseases on the basis of tissue samples.

Dako's core skills are in immunohisto-
chemistry (IHC), which is the analysis of
cells using antibodies. When the antibodies
are added to a tissue sample, they reveal
the presence of cancer cells by means of
special visualization reagents, Based on
this information, pathologists can make

a diagnosis of the type of cancer and its
spread within the body.

SALES TREND IN PATHOLOGY

OXK BILLION
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The CyAn™ ADP

flow cyfometer.

The global IVD market is worth an estim-
ated DKK 160-180 billion and is growing
by 5-7% per annum. Within this market,
the IHC market is one of the fastest-
growing areas; it has an estimated value
of DKK 3-4 billion and is growing by 10-
15% per annum. Dako has a global mar-
ket share of approx. 35-40% of the IHC
market.

Dako's products for the pathology mar-
ket consist of antibodies and reagents,
pharmDx™ Kits, instruments and systems.
Dako offers a wide range of antibodies and
markets the Autostainer™, Artisan™ and
Hybridizer instruments.

In recent years there has been a change
in the waorking processes in pathology
laboratories from being almost exclusively
manual to using a greater degree of auto-
mation and process integration.

Dako strives actively to support laboratory
waorking processes and offer more systems
which integrate instruments and software
for sample preparation and analysis. The
Eridan™ system, which was launched in
March 2006, is an example of this kind of
innovation.

One of the latest additions to our range

of instruments is the Automated Cellular
Imaging System (ACIS), which is used by
pathologists for image analysis and guan-
titative diagnosis of stained tissue sec-
tions, ACIS is the first instrument on the
market to obtain FDA marketing clearance
for automatic screening of breast tissue
section specimens stained with Dako's
HercepTest™.

One of Dako's growth areas is pharmaco-
diagnostics, where the Company produces
diagnostic kits for determining the type of
cancer and the associated treatment. The
development and production of diagnos-
tic kits is carried out in close cooperation
with the pharmaceutical industry and is
expected to remain a strong-growing busi-
ness area in coming years. This started

with the development of HercepTest
pharmDx in 1998. Since then, a series of
similar diagnostic kits has been developed
and marketed:

8 EGFR pharmDx
This test can be used to identify those
patients with colon cancer who might
benefit from treatment with Erbitux®.
Erbitux is marketed by ImClone/BMS/
Merck KGaA.

B ER/PR pharniDx
This test can be used to identify those
patients with breast cancer who might
benefit from treatment with hormone
analogs and similar drugs. Many drugs
of this type are available and under de-
velopment.

& ¢-Kit pharmDx
This test can be used to identify those
patients with a specific type of gas-
tro-intestinal cancer who might benefit
from treatment with Gleevec™/Glivec®.
Gleevec/Glivec is marketed by Novartis.

@ HERZ FISH pharmDx
This test can be used as a supplement
to HercepTest to identfy those patients
who might benefit from treatment with
Herceptin®. Herceptin is marketed by
Genentech/Roche.

In 2005 Dako's sales of pathology prod-
ucts grew by 8% to DKK 1.127 million.
Sales have been driven by continued high
demand for both reagents and instru-
ments. Sales of pharmDx products, includ-
ing HercepTest, have also contributed sig-
nificantly to the sales growth,

FLOW CYTOMETRY

Flow cytometry is used to analyze calls in
blood and other fluids and is employed in
the diagnosis of leukemia, lymphoma and
other diseases.

The market for flow cytometry is one of
the fastest-growing segments of the IVD

market and is worth an estimated DKK 4-5

("Dako




SALES TREND IN FLOW CYTOMETRY
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billion with annual growth of 10-15%. The
market is divided into a clinical segment
and a research segment,

The clinical segment makes up by far the
largest part of the flow cytometry market.
Dako's share of the overall market is less
than 5%, primarily based on sales to the
research segment.

Dako sells antibodies and reagents for
both the clinical and research markets,
while as yet our flow instruments are only
marketed for research use. Dako has two
flow instruments: MoFlo™, which is used
both as an analysis instrument and for cell
sorting, and the CyAn™ ADP analysis in-
strument, which was launched in 2004,

Dako’s aim is to offer complete system so-
lutions with instruments and reagents for
the clinical market for flow cytometry. Dako

Growth

will thus be the sole provider of equipment
for cancer diagnostics that can handie
both tissue samples and fluid samples.

OTHER PRODUCTS

As well as the core business areas, Dako
also has a presence in the market for
clinical Immunochemistry, where the end-
users are generally central labcratories or
clinical chemical laboratories in hospitals.

Dako's antibodies are used to measure the
concentration of protein in blood, urine and
cerebrospinal fluid, The analysis results re-
flect any disease in the patients.

The bulk of sales is made through sub-
contracts to other suppliers. In this way
Dako can use its technological compe-
tencies in immunochemistry and protein
chemistry without investing in an inde-
pendent sales force.

Organic growth

DKK million Currency effect

Pathology 1,039 1,127 8.5% (0.6%) 9.1%
Flow Cytometry 247 269 8.9% {0.4%) 9.3%
Other products 147 149 1.4% (0.7%) 2.1%
Continuing operations 1,433 1,545 7.8% (0.6%) 8.4%
Microbiology, discontinued operations 86 95 10.9% (0.3%) 11.2%
Total 1,518 1,640 8.0% (0.6%) 8.6%

Trend in sales by region, continuing operations . _

DKK million ) 2004 2005 Growth Currency effect Organic growth
Europe 753 808 7.3% 0.2%) 7.5%
North America 493 533 8.2% (1.0%) 9.2%
Rest of the world 188 204 8.8% (1.3%) 10.1%
Total 1,433 1,545 7.8% (0.6%) 8.4%
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The workdlow in the pathology laboratory is the
main source of inspiration for Dako's research
and development. A tissue sample needs to un-
dergo a wide range of processes between being
taken from the patient and being examined by

the pathologist under a mi i ly
this can take up to 36 hours. Several processes
are already automated, but these photos show a
purely manual procedure o give an impression of

what is involved.

&
(‘.
E

1. The tissye is sectioned

Once the tissue sample from the patient arrives
in the pathology laboratory, it is fixed in formalin
and then embedded in paraffin to preserve the
tissue structure when the lssue is cut into 0.5
mm sections.

2. Yhe Hissue is placed on glass shides
The sections of lissue are placed on glass slides.

3. The paraffin is removed

The slides are placed in an oven to make sure
that the tissue adheres to the slides and that the
paratfin melts. The paraffin is then removed in

a series of baths containing alcohol in different
concentrations lo prepare the tissue for staining.

4. The tizsue Is stained

Each individual slide has antibodies and reagents
added in a number of different steps, and today it
is primarily here that Dake's products are used.
The antibodies can identily specific prateins,
each of which acts as a marker for certain patho-
logical processes. The identification of these
individual proteins makes it possible to diagnose
the pathological precess in the tissue. A specific
diagnosis generally requires the use of one or
more antibodies.

&. The lissue is ined by the palfivlagist

wider a micrascope

The tissue has now been prepared so care-

fully that the patholegist can see the patierns,
structures and colors In the tissue, and use
these colors to assess whether the suspicion of
a particular type of cancer is warranted, tow far

the dj has prog , and/or whether more
samples need to be taken.

Research and development:
Smoother workflow
N the pathology lalboratory




Dako has research and development cen-
ters in Glostrup, Denmark, and in Colorado
and California, USA. In all, Dako employs
more than 220 people in research and
development, including around 130 with

a university degree - biologists, chemists,
docters, pharmacists and engineers - and
around 90 bicanalysts and administrative
personnel.

Dako invested approx. 18% of sales in
research and development in 2005. The
Company works closely with its customers
and focuses on the entire value chain from
customer needs through production to
marketing and sales.

The research and development activities
concentrate primarily on cancer diagnos-
tics in the pathology laboratory (tissue
cancers such as breast cancer) and in the
hematology laboratory on flow cytometry
(liquid cancers such as leukemia and lym-
phomay.

The workflow in the pathology laboratory
- from tissue sample arriving to diagno-
sis being made - is the main source of
inspiration for Dako's research and devel-
opment, To streamline this workflow and
also increase the speed, refiability and re-
producibility of diagnostic results, Dako's
strategy is to offer full-service solutions and
easy-to-use methods where the Company
combines expertise in the development of
reagents and instruments with an in-depth
understanding of immunology and biology.

("Da ko

As part of this strategy, Dako has special-
ized in a number of core competencies for
reagent development. Our core compe-
tencies include production of antibodies,
chemistry, protein chemistry, fluorescence
and probes (DNA and PNA molecules).

CLOSE COLLABORATION WITH THE
PHARMACEUTICAL INDUSTRY

pharmDx™ products are a particular focus
area for Dako's research and develop-
ment. These are pharmacodiagnostic kits
which are used to select those patients
who are most likely to respond positively to
a particular medical treatment.

Dako develops its pharmDx products in
cooperation with the pharmaceutical com-
pany which markets the treatment in ques-
tion,

AUTOMATION OF WORKFLOW IN

THE PATHOLOGY LABORATORY

Eridan™ is an example of an integrated
system. in 2005 Eridan was tested in sev-
eral hospital laboratories in Europe and the
USA and launched in March 2006.

The idea behind Eridan has been to de-
velop an instrument which not only takes
over a large part of the manual processes
in the pathology laboratory, liberating per-
sonnel for other duties, but also raises the
quality of the tests performed. The risk of
errors in laboratory processes is also re-
duced, as Eridan ensures that the right re-
agents are applied to the right samples.

Eridan can process 64 tissue samples at
a time — from the thin sections of tissue
sample being placed on slides through to
the sample being stained and ready for
diagnosis. The system'’s modular design
allows it to function continuously se that
new analyses can be started while other
samples are still being processed.

Dako's strategy is 1o take the automation
and integration of the workflow in cancer
laboratories even further. As part of this
strategy, Dako began collaberating with
US company Clarient Inc. in 2005 on the
marketing of the ACIS Il image analysis
system. The system scans tissue and
delivers images and data on cell sizes,
character and staining within minutes. The
pathologist can then analyze the sample
on screen and save the images in a data-
base or forward them electronically to col-
leagues.

The vision for the development of the ACIS
is for the system to assist the pathologist
even further in reaching diagnoses.
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Daka's new production facilities
for the manufacture of reagents in
Glostrup, Denirark, alfow produc-
tion to be expanded for many vears
to come and are prepared for more
stringent regulatory requirements

in the future.

In 2005 Dako opened almost 16,000
sguare meters of new manufacturing facil-
ities in Glostrup (Denmark) and Fort Collins
{Coloradoe).

Dako emptoys around 500 chemists, lab-
oratory technicians, chemical technicians,
operators, testers, engineers and admin-

istrative personnel in the manufacturing of
reagents and instruments.

PRODUCTION OF REAGENTS IN
GLOSTRUP AND CALIFORNIA

Dako produces a wide range of different
reagents, and the majority of products are
based on antibodies.

The manufacturing of reagents, kits and
antibodies takes place in both Glostrup
and Carpinteria. These facilities also manu-
facture a number of advanced visualization
systems which are used to make the anti-
bodies visible.

Dako also manufactures probes (se-
guences of DNA) which can be used to
identify specific cancer genes. The number
of products containing DNA probes is on
the increase.

The new manufacturing facilities in
Glostrup provide capacity for many years
of expanded manufacturing, and critical
manufacturing areas have been prepared
for the more stringent regulatory reguire-
ments of the future.

INSTRUMENT BUILDING IN COLORADO
More and more processes in research

and hospital laboratories are now being
automated, and several processes are car-
ried out by instruments which can prepare
several analyses at a time. Dako produces
instruments for both pathology and flow
cytometry. These instruments are built

in Colorado, where Dako has dedicated
manufacturing lines divided according to

("Da ko

our three types of instrument: the new
integrated system for pathology laborator-
ies, Eridan™, and two flow instruments,
CyAn™ and MoFio™.

Instrument manufacturing in Colorado
has made significant improvements to its
organizational structure, systems and fa-
cilities. Operations has focused its efforts
on leading the transition of the site from
developing and manufacturing state-of-
the-art research flow instrumentation to
also including clinical instrumentation and
systems such as the Eridan system.

In June 2005 operations in Colorado com-
pleted its move into a new facility of some
4,000 sguare meters designed specifically
for instrument manufacturing. This move
consolidated four manufacturing locations
into one, which will increase efficiency due
to improved product line supervision, new
Lean production line layouts, elimination of
non-value-adding activities, and a single
warehouse location.

EXTENSIVE QUALITY

ASSURANCE AND PLANNING

Dako aims to deliver reliable products of
high quality in a controlled environment in
line with a series of standard procedures.
Dako's guality management systems have
been drawn up on the basis of the require-
ments set out in DS/EN 1SO 9001, DS/EN
ISO 13485, the FDA's Quality System
Requirements for Medical Devices, and the
VD Directive (European Parliament and
Council Directive 98/78/EC of October 27,
1988 on in vitro diagnostic medical de-
vices).

In Operations, Dako is in the process of
introducing Lean systems to increase pro-
duction efficiency and reduce inventories.
Production will continue to make further
process improvements in the coming years
with the help of Lean tools to constantly
optimize production in terms of quality,
lead times and costs.
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MEW DIAGNOSTIC KIT
FOR BREAST @A\CEP

In 2005 Dako received FDA approval for the cancer diagnostics test HER2 FISH pharmDx ™.
The test is used as a supplement to HercepTest™ to identify women with metastatic breast

cancer suftable for treatment with Herceptin® therapy.

“The quality of such testing remains a key priority. In this context, the use of standardized
and rigorously validated diagnostic tests such as the HER2 FISH pharmDx assay and the
HercepTest are seen lo provide significant value in the diagnostic arena. Many international
guidelings now place a strong emphasis on the need for standardization (of both assessment
and assay procedures), quality control and the use of validated reagents for detecting HER2
status, " says John Bartiett, fecturer in Molecular Pathology and head of the Endacr/'ne Cancer

Group at the University of Edinburgh, UK.




Employees by function
Research & Development 16%
Production 35%

Sales & Mark 40%
Administration 9%

Employees by region
USA 38%

) DK 30% -
Rest of the world 31% .

People and organization:
From antibody producer to integrated
system provider




Dako’s success depends on motivated,
skilled employees working individually and
in teams to create innovative, high-quality
solutions and products, We are seeking
to foster a global, challenging and flexible
. working environment in order to attract
and retain talented employees.

A CHANGING ORGANIZATION

Dako's progression from being an antibody
and instrument producer to being a pro-
vider of integrated systems requires that
Dako attracts people with competencies
that complement the Company’s traditional
expertise in antibody and instrument pro-
duction. The organization is developing
globally and continuously within all areas:
Production, Research & Development and
Sales & Marketing.

In 2005 Dako brought new employees
into the organization at all levels in order
to sharpen up the Company’s system
competencies. As part of the process to
strengthen the system thinking, Dako is
also swapping employees between its
various units in order to combing know-
how in antibodies, instruments, software,
service and support.

As part of our efforts to optimize the organ-
izatlon, in 2005 Dako restructured the
Company's global Sales & Marketing organ-
ization. Sales & Marketing is now divided
into the three sales regions of Europe,
North America and Asia Pacific & Export,
and customer focus has been increased
by locating marketing compstencies de-

oo

C

&)

2252

INTEGRATION OF EXPERTISE

Dako's strategy fo be a full-service supplier of integrated systems necessitates close collaboration
between reagent production and instrument production. Dako therefore attaches importance to
continuous development and infegration of the Company's expertise in reagents and instrurments.
For example, Kivin Jacobsen has been posted to Dako's instrument production facility in Colorado.
In his normal post, he works with reagent development for Flow Cytometry in Glostrup.

"When colleagues in the production facility in Fort Collins were tasked with designing soft-
ware and hardware for Dako's flow cytometers, they needed my expertise in flow appli-
cations and my biological know-how in preventing contamination of flow instruments.

For my part, | brought back a greater appreciation of the engineering tasks involved in
constructing a flow instrument," explains Kivin Jacobsen, PhD in molecular biclogy and

specialist in flow cytometry.

centrally in the customer-oriented functions
in the individual regions. The aim is to get
a more specialized sales force in pathology
and flow cytometry.

DEVELOPMENT OF COMPETENCIES

From 2005 the development of manage-
ment competencies is a specific focus area
for Dako. In conjunction with professors
from Copenhagen Business School, Dako
has introduced a global training program in
business management for function heads
and affiliate managers.

Dako’s product development is carrled
out in projects across Research &
Development, Production and Sales

& Marketing. In 2005 Dako increased the
focus on developing the project culture
by means of competency development,
implementation of new project tools and
clarification of decision-making processes
relating to project management. A main
aim of strengthening the cross-functional
projects is to get Dako's products onto
the market as quickly as possible.

STRESS MANAGEMENT AND FLEXIBILITY
Stress is a growing problem in modern
society. In 2005 Dako introduced & pro-
ject to prevent stress in the Danish part of

the organization. The project includes an
Employee Assistance Program, through
which Dako provides expert help from
psychologists, social workers and other
specialists if an employee has problems.
The individual departments can also be put
in touch with consultants who can advise
on, among other things, prioritization, task
structuring, stress management and co-
operation problems.

Dako is seeking to respect and take
account of employees’ individual needs
by maintaining focus on work/life balance.
This is being achieved in part through flex-
ible working hours and the provision of
home-working jobs. in the US part of the
organization, in 2005 we introduced an
Alternative Work Arrangements Plan with
speclal focus on increasing employment
flexibility for the individual employee.

In the Danish part of the organization we
have introduced flexible benefits, where
employess can choose, for example, pri-
vate Internet connection, newspapers or
health insurance as part of their remunera-
tion package.
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GLOSSARY

ANTIBODY

An antibody is a specific type
of protein, the production of
which is caused by an antigen.
It occurs as a natural com-
ponent of many of the body’s
fluids, Five different classes of
antibody are recognized, all of
which are part of our immune
system. If an antigen is intro-
duced into a living organism,
this will trigger the production
of specific antibodies, which

in turn will try to eliminate the
antigen using a specific binding
reaction. The specific bonding
between an antibody and the
corresponding antigen can be
used as a diagnostic aid to de-
tect specific proteins (e.g. can-
cer proteins) in plasma, on cell
surfaces and in tissue samples.

ANTIGEN

An antigen is a substance (e.g.
a protein, toxin or bacterium)
which, if it is introduced into a
living organism, can initiate pro-
duction of an antibody. An anti-
gen also has the ability to react
specifically with antibodies that
have already been produced.

CANCER

The name for diseases where
the body’s cells become ab-
normal and divide in an un-
controlled way. Cancer cells
can invade neighboring tissue
and spread to other parts of
the body via the blood and the
lymph system.

DNA

A nucleic acid which carries
the cell's genetic information
and is capable of forming and
synthesizing RNA. DNA con-
sists of two long chains of nu-
cleotides twisted into a double
helix and joined together by

bends between the chains.
The sequence of nuclectides
determines individual hereditary
characteristics.

FDA
US Food and Drug
Administration.

FLOW CYTOMETRY

Analysis of the physical and
chemical properties of cells
and other biological particles
using laser stimulation and
signal detection. Analysis is
carried out in an instrument
called a flow cytometer, e.g. a
CyAn™ flow cytometer.

HERCEPTEST™

HercepTest is used to deter-
mine HERZ2 protein overexpres-
sion in patients with breast
cancer. This diagnostic test
gives the doctor the possibility
of selecting those patients who
would be most likely to benefit
from treatment with Herceptin®,

IMMUNOHISTOCHEMISTRY
{IHC)

An analytical method in which
antibody is used to identify the
presence of specific antigens
in a tissue sample. The analy-
sis can be carried out auto-
matically in an instrument, e.g.
Autostainer™ or Eridan™.

IN VITRO DIAGNOSTICS (VD)
A broad term for diagnostics
carried out on samples taken
from the body. VD is also used
to signify a market segment
including various types of diag-
nostic test,

LEAN

Lean is a continuous, vision-
driven change process to en-
sure that the Company is as

waste-free (lean) as possible.
Alean process is being sought
in all the Company's functions
and is characterized by:

o Measurement of results (KPI)

o Short lead times and minimal
transport

o Minimal number of articles in
work

0 Transparency from start to
finish and simple, easy-to-
understand controls

o High quality (O-defect)

O Less stress and more job
satisfaction

ONCOLOGIST
A doctor who specializes in
cancer treatment.

PATHOLOGIST
A doctor who Is specially
trained in pathology.

PATHOLOGY
The study of diseases in cells,
tissue and organs.

PHARMDX™

Dako’s tradename for a group
of products which are used to
select patients for a particular
pharmaceutical treatment or
to monitor how well a spe-
cific treatment is working. The
joint approval of HercepTest™
and Herceptin® was the first
example in history of a drug
which was directly linked to a
specific test.

PROBE

A sequence of nucleotide
bases used to identify the
presence of a complementary
sequence using molecular hy-
bridization.

PROTEIN
A natural substance composed
of amino acids.

RNA

Found in all living cells and
comprising a long, usually
single-stranded chain of the
bases adenine, guanine, cy-
tosine and uracil bonded to
ribose. The structure and base
sequence of RNA determineg
the protsin synthesis.

STAINING

Stafning of cells and tissue
with chemical and natural dyes
which can reveal diseases from
simple infections to cancer
Staining analyses can be car-
ried out automatically in an in-
strument, e.g. Artisan™.

VIRTUAL MICROSCOPY

Virtual microscopy is the digi-
tal counterpart to traditional
microscopy. Instead of look-
ing at a tissue section in a
microscope, a digital picture
of the whole tissue section is
observed on a screen with the
option to select specific areas
and magnify them.
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ACGOUNTING POLICIES

Dako prepares its consolidated financial statements and parént
company financial statements in accordance with International
Financial Reporting Standards (IFRS), as approved by the EU, and
additional Danish reporting requirements, cf. the Statutory Order
on Adoption of IFRS issued in pursuance of the Danish Financial
Statements Act.

The accounting policies applied have changed in the following
areas since last year, cf. note 1 to the financial statements:

8 Amortization of goodwill
® Share-based payment
® Minority interests

DISCONTINUED OPERATIONS

As stated in the management report, Dako announced in
September 2005 that its activities within Microbiclogy are up for
sale. Microbiclogy accounts for less than 6% of the Group's over-
all sales. Net profit, assets and associated liahilities for this busi-
ness area are shown separately in the financial statements and
described in the notes.

OVERVIEW OF FINANCIAL RESULTS IN 2005

(INCLUDING MICROBIOLOGY)

The activities within Microbiclogy are included in the figures and
views contained in this section. ' '

Sales in 2005 were DKK 1,640 million, compared with DKK 1,519
million in 2004, which is equivalent to an increase of 8%. Organic
growth was 9%. Net loss for the year was DKK 29 million, com-
pared with a profit of DKK 42 million in 2004.

The pre-tax result was negatively affected by non-recurring costs
of approx. DKK 98 miliion (2004: DKK 55 million). These non-
recurring costs are mainly the result of a more focused strategy,
which includes targeting the product range and organizational
changes. Net profit before tax excludiﬁg non-recurring costs was
DKK 66 million (2004: DKK 131 million).

The pre-tax result is not considsred to be satisfactory and is below
the expectations, due in particular to lower sales growth than ex-
pected, increased development costs for Dako's new integrated
system, Eridan™, and the non-recurring costs discussed above.

The following sections address Dako excluding the activities within
Microbioclogy.

OVERVIEW OF FINANCIAL RESULTS IN 2005
Sales in 2005 were DKK 1,545 milion, compared with DKK 1,433
million in 2004, which is equivalent to an increase of 8%. Organic

growth was aisc 8%. Net loss befere tax for continuing operations
was DKK 59 million, compared with a profit of DKK 51 million in
2004. Net loss before tax was negatively affected by non-recurring
costs of approx. DKK 88 million, as described below (2004: DKK
55 million), Net profit before tax excluding non-recurring costs was
DKK 39 million (2004: DKK 106 miltion).

INCOME STATEMENT

SALES

Total sales increased by 8% to DKK 1,545 milion, compared with
DKK 1,433 million in 2004. Organic growth was also 8%. The total
growth did not correspond to the expected 10%, due in particular
to increased competition, lower instrument sales than expected
and postponement of the Eridan launch until 2006.

Total sales In Europe increased by 7% from DKK 753 million

in 2004 to DKK 808 million in 2005. Organic growth was 8%.
Organic growth in North America was 9%, while growth was 8%.
Sales in North America were DKK 533 million in 2005, compared
with DKK 493 million in 2004. Sales in the Rest of the World in-
creased by 9% from DKK 188 million in 2004 to DKK 204 million.
Organic growth was 10%.

GROSS PROFIT AND COST OF GOODS SOLD

The gross margin for the year was 63.9%, compared with 68.1%
in 2004 and the gross profit increased by 1% from DKK 976 mil-
fion in 2004 to DKK 887 million in 2005, Adjusting the gross profit
for non-recurring costs of approx. DKK 76 million (2004: DKK 20
million), as discussed below, results in a gross profit of DKK 1,063
million {2004: DKK 996 million), equivalent to a gross margin of
68.8% (2004: 69.5%).

The negative impact of writing down inventories as a result of a
more focused product strategy, and the subsequent targeting

of the product range, was approx. DKK §1 million in 2005. This
writedown was made as a resuft of the focused strategy with a
view to focusing on the customers and products representing the
most important part of Dako’s earnings.

The CyAn™ upgrade program has now been concluded, with a
final provision of DKK 11 million being mads for upgrades to in-
struments delivered in previous years in line with contractual obili-
gations.

The gross margin was alsc negatively affected by expenditure
incurred in September 2005 in recalling one of our pharmbDx™
products from a specific batch which contained too fow a con-
centration of a component in a visualization agent. The cost of the
recall amounted to DKK 6 million. Measures have been taken to
prevent a similar situation in the future.




Finally, the gross margin was affected by an adjustment to royalty
payments on certain products relating to previous years of DKK 8
miflion.

OPERATING EXPENSES

Total operating expenses were DKK 996 million in 2005, equiv-
alent to B4.5% of sales, compared with DKK 871 miflion or 60.8%
of sales in 2004, The rise was mainly due to the increased use of
rasources for the development of Eridan and the organizational
changes implemented.

The operating expenses for 2005 include significantly increased
expenditure on the development of Eridan. In 2006 Dako stepped
up the resources employed, and therefore the expenditure, in the
lead-up to the launch in 2006.

During 2005 Dako restructured the organization, primarily sales,
in order to strengthen staff resources in customer-oriented areas. ‘
Expenditure on restructuring the organization totaled DKK 25 mil-
lion, which also includes expsnditure associated with manage-
ment changes and severance payments.

Total sales and distribution expenses were DKK 558 million, com-
pared with DKK 501 million in 2004. Sales and distribution ex-
penses are the largest single cost in the organization, representing
36.1% of sales (2004: 35.0%)).

‘Research and development expenses, including regulatory affairs,

were DKK 279 million, equivalent to 18.1% of sales, compared

with DKK 234 million in 2004 {16.3% of sales). The expenditure
level in both 2004 and 2005 was affected by expenses linked to
the development of Eridan.

Administrative expenses were DKK 159 million in 2005, compared
with DKK 136 million in 2004, These amounts include expenditure
in connection with the roll-out of the Group's ERP system. The
roll-out will continue over the coming years.

OPERATING PROFIT BEFORE OTHER INCOME AND EXPENSES

The factors discussed above resulted in an operating profit before
other income and expenses of DKK -9 million in 2005 (-0.6% of
sales), compared with DKK 99 milion in 2004 (6.9% of sales).

Operating profit excluding non-recurring costs was DKK 89 million

{5.7% of sales), compared with DKK 154 million for 2004 (10.7%
of sales).

QPERATING PROFIT (EBIT) .
Operating profit of DKK -4 million (2004: DKK 82 million), equiv-
alent to -0.3% of sales (2004: 5.7% of sales), reflects, among
other things, non-recurring costs in connection with the initiative
to focus the business; development of Eridan; expenditure on re-

structuring the organization; and targeting the product range as a
result of a new, focused product strategy. Operating profit (EBIT)
excluding non-recurring costs was DKK 84 million, equivalent to
6.1% of sales against DKK 137 million in 2004, corresponding to
9.5% of sales.

INVESTMENTS IN ASSOCIATED COMPANIES
Please refer to the comments on Aperio Technologies, Inc. under
Investments.

'NET FINANCIALS AND TAX

Net financial costs amounted to DKK 55 million in 2005, equiv-
alent to an increase of DKK 24 million compared with the previ-
ous vear. This reflects foreign exchange adjustments, an increase
in net debt as a result of the investment in the new facilities in
Glostrup and an increass in working capital, particularly in inven-
tories. ;

Tax on the loss for 2005 was DKK 11 million (income), compared
with DKK 26 million (expense) in 2004, which is due in particular
to prior year adjustments relating to the sale of the former sub-
sidiary BPI, inc. in 2002 and an ongoing tax audit in one of our
European subsidiaries. The effective tax rate for 2005 is 17.9%
and not comparable with previous years (2004: 51.7%). The tax
rate for 2006 is expected to be approx, 35%.

NET LOSS FOR CONTINUING OPERATIONS

Nat loss for continuing operations was DKK 49 million {-3.1% of
sales), compared with DKK 24 million (1.7% of sales) in 2004, Net
income excluding non-recurring costs was DKK 20 million (1.3%
of sales), compared with DKK 62 million (4.4% of sales).

INVESTMENTS
Gross investments in 2005 totaled DKK 97 million, compared with
DKK 172 million in 2004.

The figure of DKK 97 million for investments breaks down into
DKK 14 million in intangible assets, DKK 73 million in property,
plant and equipment, and DKK 10 milfion in other non-current fi-
nancial assets.

- The new. produotidn puilding in Glostrup accounted for DKK 32

million of the investment in property, plant and equipment. The
total investment as at December 31, 2005 was DKK 224 million.
The building was taken into use in 2005.

In 2005 Dako invested DKK 9 million in share capital in Aperio
Technologies, Inc. This capital investment was made as part cfa
larger overall share issue, as a result of which Dako’s ownership
interest fell from 34% at year-end 2004 to 18% at year-end 2005.
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For accounting purposes Aberio Technologies, Inc. will now be
presented in the same way as other non-current financial assets
whereas it was previously treated as an associated company.

CASH FLOWS AND FINANCIAL RESERVES

Cash flow from operating activities was positive at DKK 45 million
(2004: DKK 66 million} as non-recurring costs had a minor liquid-
ity effect. Accounts receivable decreased by DKK 2 million (2004:
increased by DKK 42 million), while inventories increased by DKK
56 million (2004: DKK 87 million) during the year as a result of the
increased level of activity and expected product launches in 2006,
Measures have been implemented to reduce inventories in con-
nection with the increased focus in the business. After net invest-
ments of DKK -8 million (2004: DKK 145 million), mostly due to
the sale of bonds of DKK 97 millicn (2004: DKK 15 million), free
cash flow in 2005 was DKK 52 million (2004: DKK -80 million).

Cash flow from financing activities was DKK -44 million (2004:
DKK 258 million), mainly due to repayments of non-current liabil-
ities relating to the new production building in Glostrup.

Cash, net of current bank loans, was DKK -103 million at
December 31, 2005 (2004:; DKK -104 million). Most borrowings
are in DKK, although some financing has been taken up in other
currencies, as dictated by business needs. As it is not company
policy systematically to hedge net assets in subsidiaries, none of
thesetborrowings are treated as hedging for accounting purposes.

Net interest-bearing debt at December 31, 2005 was DKK 787
million, compared with DKK 717 miilion at December 31, 2004,
This increase is mainly due to the financing of investments made
in 20085, as well as to an increase in working capital. Dako has
credit lines available to ensure reasonable and adequate financial
reserves.

EQUITY

Equity increased by DKK 31 millicn from DKK 596 million to DKK
627 million. The key factors behind this movement in equity were
foreign exchange adjustments of DKK 56 million for subsidiaries
and the net loss of DKK 29 miilion.

INCENTIVE PROGRAMS .

The Board of Directors has introduced various incentive programs.
To help ensure that the interests of management and shareholders
coincide, Dako applies a combination of incentive programs that
include cash bonuses and warrants.

Warrant programs have been offered to several employee groups
for a number of years. More details of the programs will be found
in the notes to the financial staterents. '

("Enc
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Bonus schemes based on profit targets have been introduced for
a wider group of managers and employees.

WARRANTS AND SHARE OPTIONS

In 2005 new warrant programs were offered to employses who
had joined the Company since the launch of the previous pro-
grams. Option programs based on phantom shares were aiso of-
fered to a number of employees.

SUBSEQUENT EVENTS

The Board and Executive Management are not aware of any
events subsequent to December 31, 2005 which may have a
material impact on the Group's financial position or outlook.
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Dako's Board of Directors and Executive Management are very
focused on shareholder relations and attach importance to good
corporate governance. The Board and Executive Management
regularly evaluate whether the Group's management structure and
control systems are satisfactory. The evaluation js based on the
Group's values and best practice for companies of the same size
and type and with the same global scope as Dako.

OPENNESS AND TRANSPARENCY TOWARDS STAKEHOLDERS

Dako considers it important to develop and maintain good rela-
tions with its stakeholders |nc|ud|ng customers, employees in-
vestors, authormes and the general public.

Openness and transparency are key factors in maintaining good
relations with Dako's stakeholders. The goal is to ensure high and
uniform tevels of information and active dialogue with stakehold-
ers.

MANAGEMENT

In accordance with Danish legislation, Dako has a two-tier man-
agement structure consisting of a Board of Directors elected

by the shareholders at general meetings, and Executive and
Corporate Management appointed by the Board.

The Board defines the strategy and overall guidelines for the
Company's operations and development, ensures that an ap-
propriate organizational structure is in place and supervises per-
formance, but Board members do not act in an executive man-
agement capacity. Patrik Dahlén's appointment as CEQ therefore
means that he will step down from the Board at the next Annual
General Meeting. Apart from Patrik Dahién, all members elected at
the Annual General Meeting are genuinely independent and have
no interests in Dako other than those that they exercise as mem-
bers.

BOARD OF DIRECTORS

Members of the Board are nominated on the basis of their skills,
experience and other qualifications for contributing to the work of
the Board. Dako has not set limits for the length of time a person
may serve as a member of the Board. The presentation of the in-
dividual Board members in the annual report includes information
on when each was first elected to the Board.

EMPLOYEE-ELECTED BOARD MEMBERS

Five members of the Board are elected by shareholders at general
meetings. In accordance with the Danish Public Companies Act,
the Company's Danish employees have a right to elect an ad-
ditional three members to the Board. As a reflection of our giobal
company activities, the Company's Danish employees have ds-
ferred to their American colleagues the right to elect one of the
three employee-elected members of the Beard. Conssequently two

of the three employee-elected members are Danish and one is

" American. Under Danish law, all members of the Board, whether

elected by shareholders or by employees, have identical rights
and responsibilities, and no member has special obligations to any
stakeholder group.

NOMINATION AND COMPENSATION

COMMITTEE AND AUDIT COMMITTEE

In line with international trends, the Board has set up two com-
mittees to work in greater depth and underpin its independence
from the Company's executive management: a Nomination and
Compensation Committes, which decides on the rem'unerat'\on of
Executive and Corporate Management, and an Audit Committes,
which deals with accounting and auditing matters.

The Board has established procedures for periodic reviews of its
own performance and that of Executive Management, including
an evaluation of the cooperation between the two.

CONSULTANTS

With a view to increasing competencies within research and de-
velopment, Terje Kalland has worked as a consuitant to the Board
of Directors since November 2003, As a consuitant he plays a full
part in the Board’s work, but is not eligible to vote. Terje Kalland

is standing for election to the Board of Directors at the Annual
General Mesting in May 2008. Patrik Dahlén performed a similar
consultancy role for the Board prior to being slected at the Annual
General Meeting in 2003. -

REMUNERATION OF BOARD AND EXECUTIVE MANAGEMENT

To help ensure that the interests of management and sharehold-
ers coincide, Dako uses various incentive programs for Executive
Management, including cash payments and share options. Please
see note 4.

The members of the Board receive a fixed annual fee and do not

- receive any share options or warrant

O e




’ r '\u
_.nw‘\y

Dako aims to develop and maintain an open and active dialogus
; with the media, investors and analysts in order that shareholders
i receive the best possible information on the Company's perform-
ance.

! SHARE CAPITAL -

{ Dako is a Danish-registered public limited company. At the end of
| 2005 the Company had share capital of DKK 77,779,260, con-

i sisting of 38,889,630 shares each with a nominal value of DKK

2. At the end of 2005 the Group held 250,000 treasury shares,

5 corresponding to 0.6% of the total share capital, and 3,623,862

. stock options and warrants had been issued to employees and

| suppliers. Dako has only one class of share, and all shares carry

f: identical rights.

‘ ANNUAL GENERAL MEETING

f The Annual General Mesting will be held on May 11, 2006 at

4 pm CET in the Company's offices at Produktionsvej 42, 2600
Glostrup, Denmark. To be entitled to vote at general meetings,
shareholders must have registered their shares in their name in the

register of shareholders or have notified and documentsd the pur-
chase of their shares prior to the issue of the notice of meeting.

SHAREHOLDERS

The following shareholders are included in the register of share-
holders as having holdings of 5% or more of the total share capi-
tal:

# Novo Nordisk, 2880 Bagsvaerd, Denmark

u Niels Harboe, 2690 Karlslunde, Denmark

® Viggo Harboe, 8400 Ebeltoft, Denmark

& |da Marker, 2690 Karlslunde, Denmark

® Seren Harboe, 3060 Espergserde, Denmark

8 Anna Katharina Harboe, 8410 Rende, Denmark
R Jorgen Harboe, 2960 Rungsted, Denmark

DIVIDEND
The Board intends to propose an unchanged dividend for 2005 of
DKK 0.10 per share at the Annual General Meeting, correspond-

ing to a total of DKK 3.9 million.

; Share data 2001 102 2002 2003 2004 2005
“Number of shares (housan) . oe776 88044 88354 88435 08640
Average number of shares, fully diluted (thousand) 37,139 38,136 38,898 36,152 39,282
i EPS, fully diluted 5.01 0.52 (1.47) 1.08 (0.75)
i Book value per share (DKK) 18.19 18.77 15.27 15.50 16.20
1 Proposed dividend per share (DKK) 0.00 0.15 0.10 . 0.10 0.10 i

! |
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Sonnich Fryland, Chairman
Born 1941, Danish national.
CEQ, Idosan A/S.

fdember of the Board of

Dako A/S since 1992,
Chairman of the Board of

Dako A/S since 1897.
Education: MSc (Pharmacology)
and BCom.

Member of the Board of Directors of:

u ferrosan A/S

Plus Pack A/S, Chairman
Duba Holding ApS
Duba-B8 A/S

Fryco A/S

Viggo Harboe

Born 1946, Danish national.
Member of the Board of

Dako A/S since 1983,

Education: Teacher.

Member of the Board of Directors of.
w Harboefonden, Chairman

w Fjordblink A/S, Chairman

X,

Jesppr Lohse

Steven P Novak

Born 1947, US national,

Founder and President of Palladio
Capital Management, LLC.

Member of the Board of

Dako A/S since 2002.

Education: MBA.

Member of the Board of Directors of:

w CyberSource Corporation

w Technology Investment Capital Corp.

Jesper Lohse *

Born 1966, Danish national.
Employed with Dako as
Senior Scientist, Detection
Technology, Denmark.
Member of the Board of
Dako A/S since 2003,
Education: MSc, PhD

Joel K. Weisenbergar *

Born 1964, US national,

Employed with Dako as Regulatory
Affairs Analyst, USA.

Joined the Dako A/S Board fol-
lowing Jason Lusk's resignation
mid-December 2005.

Education.: BA (English literature),
AA (Science).

Kurt Anker Nielsen

Born 1945, Danish national.
Member of the Board of
Dako A/S since 2000.

Vice Chairman since 2005.
Education: MSc (Fconomics
and Business Administration).

Member of the Board of Directors of;

Novozymes A/S, Vice Chairman
Novo Nordisk A/S

Reliance A/S, Chairman
ZymoGenetics, Inc.

Novo A/S

Norsk Hydro, ASA

Camilla Schmidt *

Born 1969, Danish national.
Employed with Dako as Director,
Global OFM, Denmark.

Member of the Board of

Dako A/S since 1393,
Education: Chemical engineer

Patrik Dahlén

Born 1962, Finnish national.
President & CFO, Dako A/S.
President & CED, Biolmage A/S.
Member of the Board of

Dako A/S since 2004.

Member of the Board of Directors of:
» Bio/mage A/S

w Cantion A/S, Chairman

» Proxeon A/S, Chairman

* Employee-glected
Board members
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Dennis Ch

Patrif Lahtin

Born 1962, Finnish national.
President & CEO, Dako A/S.
President & CEO, Biolmage A/S.
Joined Dako A/S as CEQ in 2005.
Member of the Board of Directors of:
» Dako /S

w Biolmage A/S

m Cantion A/S, Chairman

u Proxeon A/S, Chairman

Klaus Kjeldal

Leff Norgaard

Born 1955, Danish national.
Executive Vice President and

Chief Financial Officer.

Joined Dako in 2006.

Education: State-authorized public
accountant, MSc (Economics

and Business Administration).
Member of the Board of Directors of:
s Scion-DTUA/S

Dennis Chenoweth
Born 1944, US national.
Corporate Vice President,
Business Development
Joined Dako in 2002,
Education: PhD, MD, MBA.

Rolf Ehrnstrom

Far.is Hershiioviiz
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Klaus Kjeldal

Born 1962, Danish national.
Corporate Vice President, Operations.
Joined Dako in 2000.

Education: BS¢ (Chemical
Engineering), BCom (Organization).

Per Sjcbery

Born 1952, Swedish national.
Corporate Vice President,
Sales & Marketing.

Joined Dako in 2004,
Education: MSc (Chemical &
Biochemical Engineening).

Marcia Rershkovitz

Born 1950, US national.

Corporate Vice President,

Human Resources.

Joined Dako in 1999.

Education: MA (Applied Linguistics),
MA (Scandinavian Studies).

Rolf Ehrnstrém

Born 1953, Swedish national.
Corporate Vice President,
Research & Development
Joined Dako in 2005.
Education: MSc in Bio-
chemistry/Biotechnology.
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SELFEENT 7 THE S8R AN A EEIENT

The Board of Directors and Management have today discussed and
approved the annual report of Dako A/S for 2005.

The annual report has been prepared in accordance with ‘
international Financial Repoerting Standards, as approvéd by the EU,
and the additional Danish reporting requirements. In our opinion the
accounting policies applied are appropriate, and the annual report
gives a true and fair view of the assets, liabilities and financial posi-

Gilostrup, March 20, 2008

EXECUTIVE MANAGEMENT Patrik Dahlén

President & CEQ

BOARD OF DIRECTORS Sonnich Fryland

Chairman

Kurt Anker Nielsen

AU BITCRSIRECOR TS

We have audited the annual report of Dako A/S for 2005, pre-
sented in accordance with international Financial Reporting
Standards, as approved by the EU, and the additional Danish re-
porting requirements.

The Company's Beard of Directors and Corporate Management
are responsible for the annual report. Our responsibility is to ex-
press an opinion on the annual report, based on our audit.

BASIS OF OPINION v

We conducted our audit in accordance with Danish auditing stan-
dards. Those standards require that we plan and perform our au-
dit so as to obtain reasonable assurance that the annual report is
free from material misstatement. An audit includes examining, on

a test basis, evidence supporting the amounts and disclosures in

KPMG C. Jespersen
Statsautoriseret Revisionsinteressentskab
Copenhagen, March 20, 2006

‘ Flemming Brokhattingen
State-Authorized Public Accountant

tion of the Group and the Parent Company at’ December 31 , 2005

and of the results of the activities and cash flows of the Group and
the Parent Company for the financial year 2005.

The annual report is submitted for the approval of the annual
general mesting.

Leif Norgaard
CFO

Patrik Dahlén Jesper Lohse*

Viggo G. Harboe Joel K. Weisenberger*

Steven P. Novak Camilla Schmidt*

*  Employee-slected Board mempgfs

the annual report. An audit also includes assessing the accounting
policles applied and significant estimates made by the Board and
Management as well as evaluating the overall annual report pre-
sentation. We believe that our audit provides a reasonable basis
for our opinion.

Our audit has not resulted in any qualifications.

OPINION ‘

In our opinion, the annual report gives a true and fair view of the
assets, liabilities and financial position of the Group and the Parent
Company at December 31, 2005 and of the results of the activ-
ities and cash flows of the Group and the Parent Company for

the financial year 2005 in accordance with International Financial
Reporting Standards, as approved by the EU, and the additional
Danish reporting requirements.

Jesper Ridder'OIsen
State-Authorized Public Accountant
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INCOME STATEMENT

DKK thousand

Net sales

Cost of goods so!d

2004

1 544 877
(558 309)

1,432,708
 (456,733)

Gross profit 986,568 975,975
Sales and distribution expenses 45 (557,778} (601,471)
Research and development expenses 4.5 (279,167) (233,904}
Admmlstratlve expenses ‘ 4,56 (158,965} (135 580)
Operating profi t/(loss) before amomzatlon of goodW|l| (9,342) 105,020
Amomzanon of goodwsl! 5 - (6,151)
Operahng proflt/(loss) before other income and expenses 7 (9 342) 98,869
Other income 7 4,895 -
Other expsnses 8 - (17,255)
Operating profit/(loss) (4,447) 81,614
Financial income g 3,170 20,794
Fmancnal expenses 10 (57,952) (51,869)

Profut/(loss) before tax

Tax on prof t/loss

(59,229)

N (48 619) o

24,406

Net praflt/(loss) for the year for continumg operatlons
Net prom for dnscommued operatlons

Net proflt/(loss) for the year

Mrnonty anterests share of the proft of subSIdlanes

Dako s share of net proﬁt/(loss) for the year

Share data

Earnings per share, basic

Earnings per share, diluted

Earnings per share, basic, for continuing operations

Earnings per share, diluted, for continuing operations

12
12
12
12

19 215

2005

(0.76)
(0.75)
(1.26)
(1.24)

17, 504

41,910

2004

41,91 0

2004
1.10
1.08
0.64
063




GROUE

BALANCE SHEET - ASSETS

DKK thousand

Note 2005 2004

Completed |T development projects 35,228 41,329
Acquired patents, licenses and similar rights 95,315 113,747
Goodwill 106 346 93 168
Intangible assets 13 236 889 248,244
Land and buildings 469,911 296,520
Plant and machinery £9,354 48,218
Other fixtures and fittings, tools and equipment 120,238 108,027
Propeny, plant and equupment under constructnon etc . - 193,121
Property, plant and equipment 14 649,503 643,886
Other non-current financial assets 15 29,420 19,372
Deferred tax assets ‘ 21 84,379 58,415
Other nonvcurrent assets 113,799 77,787
1,000, 191 969 917
BUREERT ASSETE
Inventories 16 375,182 354,930
Trade receivables 17 391,636 378,831
Lease receivables 18 3986 441
Income tax receivable 3,584 12,582
Prepayments 18,622 15,464
Total receivables 414,238 407,318
Bonds 19 - 96,613
Cash 59,726 38 838
Total cash and bonds 59,726 135,451
Assets held for sale 31 71,935 -
Total current assets 921 081 897 899
Total assets 1 921 272 1,867,616




GRON

\‘G/

BALANCE SHEET — EQUITY AND LIABILITIES

C

DKK thousand Note 2005 2004

EQUiY

Share capital
Hedging reserve
Warrant reserve
Translation reserve

Retamed earnnngs

77,779 77,369
21,713) (23,734)
17,643 17,643
(78,258) (134,368)
631,584 658,780

Share of equity held by shareholders in Dako A/S

Mlnonty lnterests

627,035 595, 640

- 227

Total equlty

827,035 595 867

ABIIEES]

Provision for deferred tax
Long-term employes benefits .
Cradit institutions

Income tax payable

Cther liabilities

Capitalized lease Ixabllmes

21 33,334 62,047
22 14,078 14,088
24 841,164 684,129
5,583 _ -

6732 282

4 10,629 10,548

‘Nomeurentliabiites T T Theme | troas
Other provisions 23 50,454 23,953
Credit institutions 24 193,661 156,236
Prepayments from customers 38,821 17,226
Trade payables 89,731 97,445
Income tax payable 5,928 4,417
Qther liabilities 196,210 198,971
Capitalized lease liabilities 24 1,085 1,457
Lsabl ities concernmg assets he!q 1or sat ) o N 31 6,527 -

A o R o S —5:8—3_5-1_7' 500,705 -

ATot;l Vliav‘l;ilvi;i;_sﬂwkmb S T T T T 1294237 #--ﬁ;,27_ ,;49 ‘
“i;’ta: aqu.ty’;md liabil o S W{Qz‘{‘ziz' 1geets

Osio




CASH FLOW STATEMENT

DKK thousand

Operatlng prof it/(loss)

Operating profit for discontinued operations

Adjustment for items with no cash effect:
Depreciation, amortization and impairment losses
Provisions, net

Other non-cash items, net

Interest raceipts and payments, net

Incoms tax paid

lncrease |n workmg oapnal

Cash flow from operating ac’uwtles

Investments in intangible assets

Investments in property, plant and equipment
Investment in ather non-current assets

Proceeds from sale of intangible assets

Proceeds from sale of property, plant and equipment
Proceeds from sale of other non-current assets

Proceeds from sale of bonds

Free cash flow

Increase/{decrease) in financial liabilities
Exercised warrants
Dividend paid

Repayment of mmor mterests

Cash flow froml(to) fmancmg activities

Increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at January 1

Exchange rate adjustment

_Note 2005 2004
) T T e Tmien

27,381 25,149

5 130,049 121,163

24,885 11,882

7,009 (5,464)

(50,747) (31,900}

{34,930) (11,599)

B 25 (54.489)  (125329)

o 85516

26 (14,442) (5,568)

26 (73,181) (151,755)

26 © (8,763) (14,714)

- 1,193

8,139 8,069

345 3,014

______ e - - 96613 14,730
S N_NM# . . Tm '(74?,031)
o 52,428 ~(9515)

(44,512) 258,659

4,763 2,713

(3,843) (3,862)

e . @2 -

- ; (43 804) 257510

8,624 177,995

(104,243) {288,871)

SO . N
T T ”“('{o‘z?oc?) o ("164'545"

Total cash and cash equuvalents at December 31
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Share Share Hedging Warrant Translatlon " Retained Minority Total

- DKK thousand e capital premiur_!\_w __Teserve  reserve  reserve _ef[']i,rlgi Total interes15 " equity

Equity at January 1 77,369 - (23,734) 17,643 (134,368) 658,730 595,640 007 - 595,867

Exchange rate adjustment, R R L :

foreign subsidiaries - ) 56,110 , 56,110 8 56,118

Value adjustment of deriva- -

tives transferred to the in- - - 2,943 - - - 2,843 - 2,943

come statement (before tax)

Value adjustment '

of erivatives - - 805 - - - 805 - 805

Tax on value adjustment of

derivatives - - (1,727) - - . - (1,727 - (1,727)

Share-based payment . - - - - 1,725 1,725 - 1,725
Netlossfortheyear - - T - (29, 381) _9sen . (23)  (29,404)

Total income - - 2,021 - 56 11 0 (27,656) 30,475 (15) 30,460

Dividend paid - - - - - (3,843) (3,843) - (3,843)

Exercise of warrants 410 - - - - 4,353 4,763 - 4,763

Repayment of minority ‘

interests ) N N " . N . @12) @12)

Equlty at December 31 - 17877,9 o (31,_7‘[3) 17 643~ B '(78 258) 631 584 627 035 ._; e £?7,935

Equity at January 1 77,208 28,248 - 17,643 (106,791) 569,441 . 585,749 - 585,749

Change of accounting ' )

pollaes o o o (19‘457)»_‘“ R ; = 1959?__ B ﬂ-.m,fi- ) 447 3844_

j\:ﬁxﬂ?;d equity at 77,208 28248  (19457) 17,643  (106,791) 589,035 . 585,886 447 586,334

Exchange rate ad;ustment . v S o ‘ o

foreign subsidiaries - 3 : o {27.577) [27.577) 17 (27.560)

Value adjustment of deriva-

tives transferred to the in- - - 3,060 - - - 3,060 - 3,060

come statement (oefore tax) ‘

Value édjustment of

derivatives - - 8,170) - - - 9,170 - (9,170}

Tax on value adjustment of N

derivatives - - 1,833 - - 1 ,333 - 1,833

Share-based payment - - - - ' - 610 610 - 610
Netproftfortheyear - e s e Bl 4247 _fesn #1810

Total income - - (4,277) - (27 577) 42,756 10,902 (220) 10,682

Dividend paid - - - - - (3,862) (3,862) - (3,862)

Exercise of warrants 161 2,552 - - - - 2,713 - 2,713

Transferred to_ '

Pewnedeanings - s

Eqmty at December 31 . 77 369 - (23,7_34) 595 640 227 595 867

Hedging reserve

17 643 (1‘54 368) 658 730

The hedging reserve contains the accumulated net change in the fair value of hedgmg transactions which meet the criteria for hedging future cash flows and whers

the hedged transaction has yet to be realized.

Translation reserve

The translation reserve contains all the exchange differences arising on the translation of the financial statements of units with a functional currency other than DKK,
exchange differancas relating to assets and liabilities which form part of the Group’s net investment in such units, and sxchange differences relating to hedging

transactions to hedge the Group's net investment in such units.

Warrant reserve .
Refer to'ncte 4 under Warrants.




IPACCOUNTHNGIEON

General

The Annual Report has been prepared in accordance with International Financial Reporting Standards (IFRS) as adopted by the EU and additional Danish reporting
requirements, cf. the Statutory Order on Adoption of IFRS issued in pursuance of the Danish Financial Staterents Act.

The Annual Report also complies with Internationa! Financial Reporting Standards issued by the 1ASB.

The Annual Report has been prepared in Danish kronaer (DKK).

Changes in accounting policies
In 2005 the Dako Group adopted a number of new IFRS standards and revised IAS standards which entered inta force on January 1, 2005. The accounting impact

of this is as follows:

004

_‘QQanugry rDe ember 31, 2004

Net profit ‘
D'SK.*B°H§E"‘.’ o Assetg ) Liabilities ) Equity forthe year Assets Lnabxlltnes qulty~~
According to the
Annual Report 2004 1,761,769 1,176,020 585,749 ‘ 42,337‘ . 1,887,616 1,272,297 595,320
Share-based payment - - ) - (610) . - - -
Minority interests E (447) 447 237 - (227) 227
Tax effeot of adjustmems - (138} . 138 183 - 321} 321

Total ad}ustments e (585) 585 {190) - (548) 548

Determlned according to
new IFRS standards

1,761,769 1,175,435 586, 334 42 147 1,867,616 1,271,749 595,867

Amortlzauon of goodwill
In accordance with IFRS 3, goodwill has not been amortized after January 1, 2005, Prevuous\y the Dako Group amortized goodwill over economic life. Comparative
figures and key figures have not been restated for 2004,

Share-based payment :

The value of services received as considaration for incentive schemes is measured at the fair value of the optxons granted. For equity-settled schemes granted after
November 7, 2002 and not yet fully vested on January 1, 2005, the fair value is measured on the grant date and recognized as staff expenses in the income state-
ment over the vesting pertod. Comparative figures have been restated for these schemes, For cash-settled schemes, the settlement kability is calculated on the grant
date. The liability is then measured again on each balance sheet date and on final settiement, Changes in value are recognized in the income statement as staff ex-
penses. To date there has been no recognition of share-based payment. Ses aiso the note on share-based payment,

The deferred tax effects resuiting from the changs in accounting poiicﬁy have baen taken into account.

Foreign exchange translatlon of foreign sales subsudtanes .

Exchange differences arising on the transtation of the income statement and balance shest of foreign sales subsidiaries w1th a currancy other than Danish kroner

as the functional currency were previously recognized in the income statement and taken to a separate reserve in equity. From January 1, 2005, these foreign sales
subsidiaries have changed their functional currency from Danish kroner to local currency. Conseguently, from January 1, 2005 all exchange differences arising on the
translation of the income statement and balance sheet have been recognized dirsctly In a separate reserve in equity In accordance with 1AS 21. Accardingly, com-
parative figures and key figures have not been restated for 2004,

Presentation of minority interests

Minority interests’ proportionate share of the profit and equity of subsidiaries is included as an integrated part of net profit for the year and equity. Previously, mino-
rity interests' proportionate share of profit was deducted from the Parent Company's share of the consolidated profit, while minority interests' proportionate share of
equity was shown as a separate item from equity.

Key figures

The key figures for 2001/02-2003 have not been restated in ling with the changes in accounting policies and therefore carrespond to the key figures published in the
Annual Report for 2004, The adjustments that would be necessary to restate the comparative figures in the overview of key figures for 2001/02-2003 correspond

to the adjustments made to the opening balance sheet on January 1, 2004 and the nat profit for 2004, cf, above, However, the effect of these adjustments on the
figures for 2001/02-2003 would differ from the figures given.

Consoclidation

The consolidated financial statements comprige Dako A/S (the Parent Company) and the companies (subsidiaries) controlied by the Parent Company. Control is
achieved where the Pargnt Company directly or indirectly holds maore than 50% of the voting rights or otherwiss exercises a controlling influence.
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The consolidated financial statements ars prepared on the basis of the financial statements of the Parent Company and the subsidiaries by combining items of a
similar nature and by eliminating intarcompany income and expenses, investrments, balances and unrealized gains and losses on transactnons between the consol-
idated companies. Account is taken of the deferred tax effect of such eliminations.

Companies which are nct subsidiaries but In which Dako A/S holds 20% or mare of the voting rights or otherwise exercises a significant influence ars regarded as as-
sociated cempanies. The proportionate share of the profits or losses of associated companies is recognized in the income staternent according to the equity method.
Transactions with consolidated companles, including realized and unrealized gains and {osses, are sliminated proportionatsly.

An overview of subsidiaries and associated companies is shown on page 83.

Business combinations

Newly acquired or established companies are recognized in the consolidated financial statements from the time of acquisition. Companies sold or discontinued are
recognized in the consclidated income statement untit the time of sale or discontinuation. Comparative figures are not restated for companies newly acquired, sold or
discontinued, Howsver, discontinued operations are presentsd separately, cf. bslow.

Acquisitions of new companies over which the Parent Company then exercises a controlling influence are accounted for using the purchase method of accounting.
The identifiable assets, liabilities and contingent liabilities of acquired companies are measured at fair value at the time of acquisition. Identifiable intangible assets are
recognized if they are separable or derive from a contractual right, and if thelr fair value can be measured reliably. The deferred tax effects of the revaluations made
are recognized.

For business combinations taking place on or after March 31, 2004, any excess of the cost of the company and the fair value of the identifiable assets, liabilities and
contingent liabilities acquired (goodwill) is recognized under intangible assets as goodwill-Goodwill is not amortized but is tested annually for impairment. The first
impairment test is carried out before the end of the acquisition year. At the time of acquisition, goodwill is allocated to the cash-generating units which subsequently,
form the basis for impairment testing. Goodwill and fair value adjustrnents relating to the acquisition of a foreign unit with a functional currency other than the Dakoe
Group's presentation currency are treated as assets and liabilities of the foreign unit and are transiated into the foreign unit's functional currency at the exchange rate

on the transacrion dlate. Any excess of fair va!ue over cost (negative goodwiﬂ) is recognized in the income statement at the time of acquisition,

For business combinations takxng place before March 31, 2004 the accoumrng classification under the prevrous accountmg policies has been retained. Goodwill
is recognrzed on the basis of the cost recognized under the pravious accounting policies less amortization and impairment losses through to Decamber 31, 2004.
Goodwill has not been amortized after Jenuary 1, 2005.

If thers is uncertainty at the time of acouisition about the measurement of the identifiable assets, liabilities and contingent liabilities acquired, initial recognition is based
on provisionally determined fair values. Should it subsequently emerge that the identifiable assets, liabilities and contingent fiabilities had different fair values at the
time of acquisition than initially assumed, geodwill is adjusted up to 12 menths from the time of acquisition. The effact of the adjustments is recognized in cpening
equity, and comparative figures are restated, Unless material ervors have been made, goodwill is then adjusted only as a result of changes In estimates of conditional
purchase prices. However, subsequent realization of deferred tax assets at the acquired company which were not recognized at the time of acquisition will result In
the recognition of these tax assets in the income statement and a simultaneous writedown in the carrying amount of goodwilt to the amount that would have been
recognized had the deferred tax assets been recognized as an identifiable asset at the time of acquisition.

Gains and losses on the disposal of subsidiaries and associated companias are determined as the difference betwesn the sale or discontinuation proceeds and the
carrying amount of the net assets including goodwill at the time of sale plus the cost of sale or discontinuation.

Translation of foreign currency
A functional currency Is determined for each of the reporting companies In the Group. The functional currency is the currency of the primary economic environment in
which the reporting company operates.

Transactions in currencies other than the functional currency are transactions in foreign currency, and are translated on initial recognition to the functional currency at
the exchange rate on the transaction date. Exchange differences arising betwsen the exchange rates on the transaction date and the settiement date are rscognized
in the income statement as financial income/expenses.

Receivables, payables and other monetary items in foreign cumency are translated at the exchange rate on the balance sheet date. Exchange differencas arising
between the exchange rates on the balance shest date and the time when the receivable or payable originated are recognized in the income statement as financial
income/expanses.

When including foreign companies with a functional currency other than Dako A/S' presentation currency in the cansolidated financial staternerits, their income
statements are translated at the exchange rate on the transaction date, and balance sheet items are translated at the exchange rate on the balance sheet date. An
average rate for sach menth is used as the exchange rate on the transaction date unless this gives a materlally different picture. Exchange differences arising on the
transtation of foreign companies' equity at the beginning of the year to the exchange rate on the balance sheet date, and on the translation of their income state-
ments from the exchange rate on the transaction date to the exchange rate on the balance sheet date, are recognized directly in equity.

: Exchange differences on loans to/from fo*ergn companles whrch ars regarded as part of the overall, net investment i inthe company in question arg recognlzed drrectly

in equity in the consclidated financial statements if the balance is denommated in the functional currency of either the Parent Company or the foreign company.

Derivative financial instruments o

Derivative financial instruments are recognized initially at cost, Subsequent to initial recognition, derivative financial instruments are recognized in the balance sheet
at fair value calculated according to generally accepted valuation methods. Realized and unrealized value adjustments are recegnized In the income statement as
financial income/expensss, apart from derivative financial instruments qualifying for hedge accounting. The fair value of interest rate swaps is the estimated amount
that the Group would receive or pay to terminate the swap on the balance sheet date, taking into account current interest rates and the current creditworthiness of
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the swap counterparties. The fair value of forward exchange contracts is their quoted market price on the balance sheet date, being the present value of the quoted
forward price.

Changes in the fair value of derivative financial instrumants contracted to hedge the fair value of recagnized assets and liabilities are recognized in the income state-
ment together with changes in the value of the hedged asset/liability.

Changes in the fair value of derivative financial instruments contracted to hedge the fair value of future transactions and the associated tax effects are taken directly
to equity, On realization of the hedged item, changes in valug are trangferred from equity and recognized together with the hedged item, except for hedges of net
proceeds related to monetary assets and liabllities, where fair value changes are transferred from equity and recognized In the income statement over the fife of the
hedged asset/liability,

Segment information

The Group is engaged principally in the “cell-based cancer diagnostics” business segment, which is the Group's only primary business segment. Geographical seg-
ments are based on management structure and the location of the Group's companies. Sales, segment assets and investments in property, plant and equipment,
and Intangible assets used directly in the segment’s operations are disclosed within the secondary geographical segments.

INEGS

Net sales

Net sales from salss of goods for rgsale and manufactured goods are recognized in the income statermnent on the date of the transfer of risk and ownership. Net sales
comgrise invoiced sales for the year less returned goods, sales taxes mainly comprising value-added tax, and price reductions directly related to sales. Net sales also
include license and royaity incoms.

Sale of standardized instruments is included In net sales on the transfer of risk and ownership,
Sale of customized instruments is included in net sales on the receipt of the customer's acceptance of risk and ownership.
Revenue from rental agreements is recorded over the term of the rental agreement.

Government grants
Government grants include subsidies and financing of development projects as well as investment subsidies, etc.

Subsidies tor research and development expenses included in the income statement are recognized under research and deveiopment expensas so as to offset the
expensses they are compensating.

Subsidises for the purchase of assets and development assets included in the balance shest are offset against the cost of tha assets for which the subsidies are
giver.

Cost of goods sold

Cost of goods sold includss the cost of raw materials, consumables and goods for resals, direct labor and Indirect costs of production, inciuding the cost of operat-
ing and depreciating manufacturing facilities. Cost of goods sold also includss any writedown to net realizable value of obsolete and slow-moving items, and royalty
expensas relating to sales of goods under a third-party license.

Sales and distribution expenses
Sales and distribution expenses comprise expenseas attributable to the distribution, sales and marketing of the Group’s products, including selaries, depreciation and
cther indirect expenses.

Research and development expenses
Research and development expenses comprise expenses attributable to the Group's research and development functions, including wages and salaries and main-
tenance of patents as well as amortization and other indirect expenses.

Research expenses are expensed as incurrsd.

Development projects which are clearly defined and identifiable, where technical feasibility, adequate resources and a potential future market or internal use can be
demenstrated, and where there is an intention to producs, market or sell the project, ars recognized as intangible assets provided that there is a connection betwaen
expenses incurred and future benefits, Otherwise development expenses are expensed as incurred, If there Is any uncertainty about the development of new prod-
ucts, the criteria for capitalization are not deemed to have besn met.

Administrative expenses
Administrative expenses comprise the cost of the Group’s administrative functions, including the salaries of management and other administrative staff, office ex-
penses, depreciation and other indirect costs, as well as bad debt provisions and realized losses on receivables.

Other income and expenses
Other income and expenses comprisa items of a secondary nature in refation to the Group's activities.

Financial income and expenses
Financial income and sxpenses includs interest income and expenses which are recognized in the income statement at the amounts relating to the financial year.




Financial income and expenses also include the interest element of payments under finance leases, value adjustments of financial assets and liabilities measured at
fair value, and gains and losses on items denominated in foreign currency and forward exchange contracts and other derivative financiaf instruments not used for
hedging purposes.

Taxation
Dako A/S is coverad by the Danish rules on compulsory joint taxation of the Danish subsidiaries in the Dako Group. Subsidiaries are included in joint taxation from the
date they are consolidated in the consolidated financial statements and until they are deconsclidated.

Current Darish income tax is distributed by calculating the joint taxation contribution betwsen the jointly taxed companies in proportion to their taxable income. This
means that companles with a taxable loss receive a joint taxation contribution from companies which have been able to use this loss to reduce their own taxable
profit, -

Tax for the year, which comprisas current income tax for the year, the joint taxation contribution for the year and change in deferred tax, including as a result of
changes in the tax rate, is recognized in the income statement whera it can be attributed to net profit for the year, and directly in equity whers it can be attributed to
items in equity,

Pursuant to the joint taxation rules, as the administration company Dako A/S assumss liability for the payment of tax by Danish subsidiaries to the tax authorities in
line with the subsidiaries’ payment of joint taxation contributions.

Current tax liabilities and tax recelvable are recognized in the balance shest as tax calculated on the taxable income for the year, adjusted for tax on the taxable in-
come for pravious years and for tax paid on account.

Joint taxation contributions due and receivable are recognized in the balance sheet under amounts owed or due to subsidiaries.

Deferred tax is measured using the balance shest liability method for all temporary differences betwesn accounting and tax values of assets and liabilities. Howsver,
ne deferred tax is recognized for temporary differsnces relating to consolidated goodwill, which is non-tax-deductible, and other items where temporary differences
- with the exception of company acquisitions - have arisen at the date of purchase without this having any effect on profit or taxable income. In cases where spe-
cification of tax value may be made in accordance with different taxation rules, deferred tax is measured on the basis of Management's planned use of the asset or
disposal of the liability.

Deferred tax assets, including the tax value of tax losses carried forward, are recognized at the value at which they are expected to be used, either through set-off
against tax on future earnings or through set-off against deferred tax liabilities within the same legal tax entity and jurisdiction.

Adjustment is made for deferrad tax relating to elimination of unrealized intercompany gains and losses.

Deferred tax is masasured on the basis of the tax rules and tax rates in the respective countries which, under the legislation in force on the balance shaet date, will be
applicable when the deferred tax is expected to be realized as current tax.

Tax arising on the possible sale of subsioiaries Is not recognized in the balance sheet unless the shares are expected to be divested within a short period of time.

Deferred tax is atso recognized to cover the recapture of tax losses in previously jointly taxed foreign subsidiaries.
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Intangible assets
Intangible assets are measured at cost lass accumulated amortization and impairment losses.

The cost of intarnally generated intangible assets includes the cost of materials, direct labor and a share of indirect costs. Internally generated intangible assets are
capitalized if the criteria for capitalization are desmed to have been met.

When measuring software dsveloped for internal use, external costs related to consultants and software as well as direct and indirect internal costs directly related to
the development phase are included.

Other development expenses which cannot be shown to have probable future sconomic benefits for the Group are expensed as incurred.
Intangible sssets are systematically amortized based on an individual assessment of the economic ‘Iifs of the asset.

The normal assumptions for economic life are:

Completed development projects max, 5 years

Acquired patents, licenses and
similar rights max. 5 years

Computer licenses/system
implementation expenses max. 7 years

Assets of fimited life ar value are recognized as an expense in the year of acquisition.
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The accounting treatment of goodwill is presented in the section on business combinations.

Property, plant and equipment
Land and buildings, plant and machinery, other fixtures and fittings, tools and equipment, and apparatus and instruments leased to customers are measured at
purchase price or cost less accumulated depreciation and impairment losses.

Cost comprises the purchase price and expenses related to the purchase up to the time when the asset is ready for use. For assets generated internally, cost In-
cludes direct and indirect costs of materials, companents, subcontractors and lator. The cost of a composits asset is divided between its constituent components,
which are depreciated individually if the useful lifs of the individual components varies.

Interest during the construction and installation of property, ptant and equipment is not included in cost.

Property, plant and equipment are depreciated on a straight-fine basis over the expected useful lives of the assets taking account of their anticipated residual value.
The useful life of major assets is determined individually, while the useful lives of other assets are determined for groups of similar assets.

The following expected useful lives are used:
Buildings max. 40 years
Plant and machinery max. 10 years

Other fixtures and fittings, tools
and equipment max. 7 years

Land is not depreciated.
Assets of limited life or value are expensed In the year of acquisition.
The costs of maintaining property, plant and equipment are expensed as incurred, either directly in the income statement or as pant of indirect costs of preduction.

Expenses incurred that significantly increase the value in use of the asset concerned are added to the asset's cost as an improvement and are depreciated over the
axpected ussful life of the improvement.

Gains or losses on the disposal or scrapping of property, plant and equipmant are calculated as the difference between the carrying amount and the selling price re-
duced by dismantiing and disposal costs. Gains and losses are included in the income statement under the same items as the associated depreciation.

The Group’s rabbits, goats and pigs are not recognized as assets as it is not possible to measure cost reliably.

Impairment

The carrying amount of intangible assets and property, plant and equipment is assessed on a regular basis. For goodwiil and intangible assets with an indefinite use-
ful life or which are not yet avallable for use, an impairment test is performed once a year. For other assets, specific impairment tests are performed ff thers are factors
indicating that the carrying amount of the asset exceeds the value of expected future cash flows from it. If this test concludes that the value of expected cash flows
from the asset will be lower than the carrying amount, the assst is written down to the higher of fair value less selling expenses and valus in use. Impairment losses
are recognized in the Income statement as other income/expenses.

Financial assets
Investments in associated companies are measured according to the equity method. This means that the investments are recognized in the balance sheet at the
Group's proportionate share of the companies’ net assets plus goodwill.

Receivables with a fixed maturity that the Group intends to hold until maturity are measured at amortized cost,
Other financial assets are stated at fair value with any resuftant gain or loss recognized in the income statement.

Inventories
Raw materials, consumabies and goads for resale are measured at cost plus the cost incurred in bringing the inventoriss to their present location and condition ac-
cording to an approximated FIFO principle,

Work in process and manufactured goods are measured at standard cost, which approximates cost calculated according to the FIFO principle. Cost includes the
cost of materials and direct labor as well as a share of indirect costs of production, including the cost of operating and depreciating manufacturing facilities. Interest
incurred during preduction is not included in cost.

Inventories are written down ta net realizable value if this is lower than the purchase price or cast. The net realizable value is calculated as the expsected ordinary sell-
ing price less the costs of completion and expenses incurred to make the sale. The net realizable valus is usually calculated per product or, alternatively, for simitar
goods with a similar sales process.

Receivables
Recelvables arising in the Group’s normal course of business are measured at nominal value less impairment losses to reflect the risks of losses calculated on the ba-
sis of an individual evaluation. . :




Securities
Bonds are racognized at the quoted price on the balance sheet date. Realized and unrealized gains and losses relating to value adjustments or sale of bonds are re-
cognized in the income statement as financial iIncome/expenses.

Financial assets are recognized/dsrecognized on the day they are transferred to/from the Group.

Dividends
The proposed dividend is presented separately in equity untii approved by the Annual General Meeting. It is then shown as a liability.

Pension liabilities
The Group has entered into defined-contribution pension plans and simifar agreements with most of the Group’s employees. The agresments vary according to
statutory, contractual and other local rules.

Payments to these defined-contribution plans are recognized In the period to which they relate. Any cqntributions payable are recognized in the balance sheet under
current liabilities other than provisions. '

With respect to other non-current emplovee benefits, provisions in the balance sheet are caloulated as the present value of the expected payments.
The Group has no defined-benefit plans.

Other provisions
Liabilities relating to the financial year or previous financlal years which are uncertain with respect to size or dus date are recognized in the balance shest under Other
provisions.

Provisions are measured at Management’s best estimate of the amount at which the liability is expectad to be redsemed. Provision is made to cover warranty fiabil-
ities. The provision is calculated on the basis of experience from previous financial years.

Share-based payment
The Group has set up share-based payment schemes. The fair value of the services supplied by employees in return for the grant of options or shares is recognized
as an expense over the vesting period,

The total amount expensed over the vesting period is determined on the basis of the fair values of the options or shares granted. The fair value is determined on the
grant date using an option-pricing model. The calculations take account of the terms and conditions relating to the schemes granted.

The Group nas also issued share options to suppliers. The fair value of the services supplied Is recognized as an expense over the vesting period.

On the initial recognition of share options, an estimate is made of the number of options expected to vest. Adjustments are subsequently made for changes in the es-
timated number of vested options, such that ultimate recognition is based on the actual number of vested options.

The fair value of options granted is estimated using an option-pricing model. The calcutations take account of the terms and conditions relating to the options
granted.

Liabilities other than provisions

Debt to credit institutions, etc,, is initially recognized at the value of the amount received less transaction costs paid. Subsequent to initial recognition, financial liabil-
ities are measured at amortized cost, equivalent to the capitalized value when a constant effective rate of interest is used, so that the difference between the amount
received and the nominal valus is recognized in the income statement over the loan period. ’

Other liabilities are measured at net realizable vaiue.

LEASING

Dako as lessee

Leases that transfer substantially all risks and rewards incident to ownership of an asset to Dako are classified as finance leases, Other leases are classified as oper-
ating leases.

Assets held under finance leases are recognized in the balance sheet at the lower of the asset’s fair value at the time of entering into the lease and the present value
of the minimum lease payments, The discount rate used in calculating the present value is the internal rate of return laid down in the lease or the Group’s alternative
loan rate. Assets held under finance leases are depreciated on a straight-line basis over estimated useful life in the same way as similar assets owned by the Group,
The corresponding lease liability is recognized as a liability in the balance sheet and the Interest thereon is recognized in the income statement under financial expenses.

Lease payments under operating leases are expensed as Incurred. The total lease payments are disclosed under contingent liabilities.

Dako as lessor

Assets leased by the Group to customers under leases classified as finance leases are recognized in the balance sheet under Receivables at an amount equal to the
Group's net investment. Leasa payments are accounted for as repayments on the receivable and interest theraon. Expensss incurred in connection with entering into
the leasss are recognized in the income statement.

Leass payrnents relating to operating leases are recognized as income as they fall due for payment.




Assets held for sale

Assets held for sale comprise non-current assets and disposal groups held for sale. Disposal groups are groups of assets which will be disposed of at the same time
by means of sale or similar in a single transaction, and liabilities directly related to these assets, which will be transferred at the time of the transaction. Assets are
classified as "held for sale” if their carrying amount will primarily be recovered by means of sale within 12 months in accordance with a formal plan rather than through
continued use.

Assets or disposal groups held for sale are measured at the lower of the carrying amount and fair value less selling expenses. From the time they are classified as
"held for sale*, assets are not depraciated or amortized.

Impairment losses arising on initial classification as *held for sale” and gains or logses on subsequent measurement at the lower of the carrying amount and fair value
less selling expenses are recognized in the income statement under the items to which they relate. Gains and losses are specifisd in the notas.

Assets and associated liabllities are shown in separate lines in the balance sheet, and the main itams are specified in the nates,

Presentation of discontinued operations

A discontinued operation is a unit whose activities and cash flows can be clearly distinguished operationally and financially from the rest of the business, and which
has either been sold or been clagsified as held for sale, and the sale is expected to be completed within one year on the basis of a formal plan.

Post-tax profits and value adjustments for discontinued operations are presented in a separate line of the income statement with comparative figures. Sales, ex-
panses, value adjustments and taxes for the discontinued operations are reported in the notes. Similarly, assets and associated liabilities are reported in separate

lines of the balance sheet, of. Assets held for sale, and the main items are specified in the notes.

Cash flows from operating, investing and financing activities for discontinued operations are disclosed in a note,

The consolidated cash flow statement is presented according to the indirect method and shows the composttion of the Group's cash flows, divided into operating,
investing and financing activities, and the Group’s cash and cash equivalents at the beginning and the end of the year.

Cash flows from operating activities are calculated as the Group’s profit or loss before tax, adjusted for non-cash operating items, change in working capital, financial
income/expenses and income taxes.

Cash flows from investing activities include payments in connection with purchases and sales of non-current assets, including investments in companiss. For pur-
chases and sales of subsidiaries, the cash selling or purchase prics Is adjusted for cash in the purchased/sald company under cash flows from investing activities,

Cash flows from financing activities include payments to and from shareholders, the raising of and principal repayments on mortgage debt, and other non-current
liabilities.

Cash and cash equivalents include cash less current bank debt due on demand.

Cash flows denominated in foreign currencies, including cash flows in foreign subsidiaries, are translated at the average exchange rates during the year as an ap-
proximation of the rates on the date of payment, Cash and cash equivalents at year-end are translated at the exchange rates on the balance sheet date.




Estimation uncertainty
The calcuiation of the carrying amount of some assets and liabilities is based on estimates of uncertain future evsms Such estimates are made, for example, when
calculating depreciation and impairment losses, intangible assets, inventories, receivables, pensions and similar obligations, provisions and contingent liabilities and
assets.

The estimates used and the assumptions underlying them are based partly on experience from previous years and are believed by Management to be reasonable.

However, general risks and uncertainties may cause the actual outcomne to depart from these estimates. Particular risks for the Dako Group are discussed In a sep-

arate section of the Annual Report.

In particular, the measurement of intanglble assets, including goedwil, could be affected by material changes in the sstimates and assumptions underlying the calcu-

fation of their value. A description of the Impairment test performed for intangible assets can be found in note 13,

Baesides accounting estimates, Management makes various udgments as part of the application of the Group's accounting policies which may have a material im-
pact on the amounts recognized in the financial statements.

In particular, judgments concarning the calcutation of work in process and manufactured goods, including the calculation of standard cost inclusive of indirect costs

of production and the need for writedowns to net realizabls valug, will have a material impact on the overall value of inventories.

Judgments are also made concerning the timing of revenue recognition, including, for standardized instruments, when delivery and transfer of risk take place, and,
for customized instruments, the time of final customer acceptance,

Dako opsrates within cell-based cancer diagnostics, which is the Group's anly primary business segment. Dako is a giobal undertaking, which is represented by sub-
sidiaries and distributors in more than §0 countries. These countries are divided into three geographical segments: Europe, North America and the Rest of the world,
based primarily on distances betwesn the activities, similarity of economic and peilftical conditions as wall as other conditions of importance to the pursuit of the acti-

vities in the Individual markets.

DKK thousar\d ’

Net sales”

intangible assets, additions
Intangible assets, carrying amount
Property, plant and equipment, additions

Property, plant and equipment,
carrying amount

Total assets

* Including royaity of DKK 0.

) DKK thousand

Net sales”

Intangible assets, additions

Intangible assets, carrying amount
Property, plant and equipment, additions

Property, plant and equipment,
carrying amount

Total assats

* Including rovalty of DKK 196 thousand.

R Europe

[Europe

808,267
13,966
234,612
70,789

444,206

1,060,812

752,230
4,358
245,954

155,668
464,810

1,235,388

North

America

533,018
348
1,962

44,172

186,966

624,457

North

Amenca

492,879
1,210
1,969

32,576
163,605

469,441

Rest of
the world

203,561
128
315

9,679
18,331

173,968

Rest of
) thg world

187,598

321

8314
15,471

162,787

Continuing
operations,

1,544,877
14,442
236,889
124,640

649,503

1,849,337

Continuing
operations,

1,432,708
5,568
248,244

196,558
643,886

1,867,616

total -

total

Discontinued

95,425

71,935

Discontinued
opera‘uons

86,080

- operations

Group, total N

1,640,302
14,442
236,889
124,640

649,503

1,921,272

Group, total _

1,518,788
5,568
248,244

196,557
643,886

1,867,616
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DKK thousand
Wages and salaries . T seness 555248
Defined-contribution pensicn plans (note 22) 19,545 16,642
Other social security costs, stc, 49,453 26,702
Share- bised payment i _ B 1,14§ __7610
Tota'[;isﬂ exp'.;;s;;" o esos02 599,202

|

‘ Included in the income statement under the following headings:

Cost of goods sold 133,056 114,261

Sales and distribution expenses 299,701 277,529

3' Research and development sxpenses B 123,104 126,265

1 Admnmstratlve expenses ) o ) _ ) 102,895 ) 89,5?7

Mi’;t;*lv S S B - 659 656* - _59&2_

| G B P R i i I 1 T BT 5 T AT R ST R R ST T TS IS et B STRARREE AR T LTI R R

|

: Cost regarding share-based payment is recognized as follows:

‘ Cost of goods sold 254 208
Sales and distribution expenses 20 47
Research and development expenses 129 fe3

§ fdnj@stria\nve‘ei(penses N o

’ Tota

i

|

i

. Remuneration to Management 10,248 3,340

: Remuneration to the Board of Directors N 1,050 900
Total ;;;;;},;};5; {o Mz;aa;'.i;l},i ;;,G’isoara of é;r(?;;}s 7 - i 1 ,ééé  a2e0

|

i Remuneration to Managerent in 2005 includes salary, severance pay and fee to former managsment.

‘ In 2C05, a total of 230,250 warrants and 107,000 phantom shares {2004: 137,500} were issued to employess of the Dako Group, including 0 to Management. The

" issued warrants entitle the holders to subscribe for a total of 2,786,848 shares (2004: 3,072,665).

1 The discontinued operations are offset in the figures above at the following amounts: Wages and salaries: DKK 22,472 thousand (2004; DKK 21,842 thousand),

} Defiried-contribution pension plans: DKK 1,764 thousand (2004: DKK 1,698 thousand) and Other social security costs, etc.: DKK 2,208 thousand (2004: DKK 2,328

| thousand}. Average number of employees is 78 (2004: 79).

|

I

{
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Share-based payment

Dake A/S has a shareholder-approved warrant program, Pursuant to this program, Dako's Board of Directors Is authorized to issue warrants to certain employses to
subscribe for shares in Dako A/S in one or more issuss of up to 3,066,000 warrants, and subsequantly upon exercise to increase the nominal share capital by DKK
6,132,000.

In August 2002 the Board of Directors offered a broad range of the Group's employeses a number of warrants to subscribe for shares in Dako A/S. The warrants of-
fered and accepted have a welghted average sxercise price of DKK 74 and a weighted averags contractual life of six years from December 31, 2002,

In August 2002 Dako A/S acquired the instrumentation activities of Cytologix, inc. of Cambridge, MA in the USA. Pursuant to the acquisition, Dako A/S issued
775,973 warrants to CytolLogix, Inc. to subscribe for 775,873 shares {nominal value DKK 1,551,846). The exercise price was set at DKK 37. The warrants are only
exercisable upon certain criteria being met.

In October 2002 Cytologix, Inc. met soms of the criteria for the exercise of the warrants and was thus entitled at December 31, 2002 to exercise 310,383 of the
total of 775,973 varrants Issued. All of the exercisable warrants wers exercised and a total of 310,389 shares (hominal value DKK 620,778) in Dako A/S wers sub-
scribed for on January 3, 2003.

The remaining 465,584 warrants granted to Cytologix, Inc. are recognized in equity as a separate *warrant reserve”. The formal exercise of these warrants depends
on the fulfillment of certain predetermined criteria which all serve as an indicator of the value of the shares acquired. If some or ali of these criteria are not met, the re-
serve in equity will be dissolved in whole or in part and the value of the assets acquired will be adjusted accordingly.

Prior to the merger in 2002, Dako Colorado, Inc. (Cytomation, Inc.) had a sharehalder-approved share option plan. Pursuant to this plan, Dako Colorado, Inc. could
grant optiors to gpecific employses and third parties to subscribe for a number of shares at a predetermined exercise price. Additionally, prior to the merger the
Board of Directors of Dake Colorado, Inc. had granted options to a supplisr to subscribe for 50,000 shares with an exercise price of USD 10.

In accordance with the terms of the exchange offer and its Articles of Association, Dake A/S has assumed the share options granted by Dako Colorado, inc. Thus
the Board of Directors decided on February 28, 2003 and March 28, 2003 respectively to grant a total of 1,640,596 warrants to subscribe for a total of 1,640,586
shares (nominal valus DKK 3,281,192} in Dako A/S. These warrants have an average exercise price of DKK 30 per share and an average contractual ife of six years
from the date they were granted by Dako A/S.

GRANT AND EXERCISE OF EQUITY INSTRUMENTS IN 2005

Equity-settled schemes in 2005
in 2005 the Dako Group grantsd a total of 230,250 warrants to the Group's employees. Each warrant entities the employee to subscribe for one share of DKK 2 in
Dakeo A/S, corresponding to 0.6% of the share capital if all the warrants are exercised.

The allocation of warrants has been determined by the Board of Directors and Executive Management. Allocation is on the basis of an assessment of the Company's
and/cr employes’s performance based on a number of objective and subjective criteria,

The warrants have been issusd at an exercise price of DKK 73.83. Exercise of the warrants is conditional upon the employee being in continued and unterminated
smployment at the time of exercise. There are ne other vesting conditions. Special provisions apply concerning sickness and death and following changss in the
Company's capital pesition, etc.

The warrants may be exercised no earlier than 2007 and no later than 2011, and may be exercised only during a pericd of 21 days following the publication of annual
and interim reports.

The warrants may be settled in shares onfy. A proportion of the Company's holding of treasury shares has been set aside to settle the warrants granted,

The average share price at the tims of exercise for those warrants exercised in 2005 was DKK 54 per share,

Cash-settled schemes in 2005

in 2005 Dako A/S converted a total of 37,900 warrants granted to employess in the USA in 2004 into phantom shares. It also granted an additional 68,100 phantom

shargs, making a total of 107,000 such sharss. These phantom shares may be settled in cash only.

Each phantom share entities the holder to a bonus calculated on the basis of an increass in value corresponding to the previous equity-settied schemes with an exar-
cise price of DKK 73.83 per share of DKK 2.

Exercise of the phantom shares is conditional upon the holder being in continued and unterminated employment at the time of exercise. There are no other vesting
conditions. Special provisions apply concerning sickness and death and following changes in the Company’s capital positicn, stc.

The phantom shares may be exercised no earlier than 2007 and no later than 2011, and may be exercised only during a period of 21 days following the publication
of annual and interim reports.

Accounting treatment

Under the transitional provisions of IFRS 2, the accounting treatment of share-based payment schemes depends on whether the instruments were granted before or
after November 7, 2002 and vest before or after January 1, 2005.




Instruments granted after November 7, 2002 and vesting after January 1, 2008 have been recognized in accordarice with the provisions of IFRS 2, For all other in-
struments, tne previous accounting policy of not recognizing the value of warrants has besn retained, with the exception of those granted to CytoLogix, Inc. in con-
nection with the acquisition of activities, cf. above, which are recognized directly in equity.

In 2005 the recognized fair valus of share options for the Group was DKK 1.7 million (2004: DKK 0.6 miliion), of which equity-settied options accounted for DKK 1.7
million (2004: DKK 0.6 million). A part of the expenses, DKK 0.6 million, is recognized as R&D (2004: DKK 0.0 milfion).

For cash-setiled schemas, the bonus liakility has been calculated based on a fair valus that is used in transactions between independent parties.

Warrants

In August 2002 Dako A/S acquired the instrumentation activities of Cytologix, Inc., Cambridgs, MA, USA. In this connection, Dako A/S issued to Cytologix, Inc.
atotal of 775,973 warrants with a right to subscribe for a total of 310,389 shares in Dako A/S (nominai valus DKK 1,552 thousand). In 2003 Cytologix exercised
775,973 warrants (nominal valus: DKK 620,778). The associated capital increase was implemented in 2003. The subscription amount of DKK 11,762 thousand was
transferred to the share premium reserve from a special reserve designated “warrant reserve’. The remaining DKK 17,643 thousand is included in the warrant reserve
as at December &1, 2004,

The formal exercise of the remaining warrants depends on compliance with certain predefined criteria which all serve as indicators of the valus of the transferred as~
sets. In the avent of non-compliance with some or all of these criteria, the reserve under equity will be dissolved in whole or in part, and the value of the transferred
assets will be adjusted accordingly. In addition to the warrants issued to Cytologix, Inc., Dako has granted warrants to employses and share options to suppliers.

The estimated fair values for equity instruments are based on the Black & Scholgs option pricing model.

The assumptions for calculating the fair value of outstanding equity instruments at the time of grant are as follows:

Average shars price DKK 45-60
Exercise price DKK 2-74
Expected volatility 30-40%
Expected life 5-6 years
Expected dividend per share . 0.5%
Risk-free interest rate 3%

Expected volatility is based on historical volatility and the volatility used by comparable listed companiss.

For instruments outstanding at December 31, 2006, the average remaining contractual life was 3.4 years (2004: 4.3 years), and the exercise prices were in the range
PKK 2-74 per option (2004. DKK 2-74 per option). If all outstanding equity instruments are exercised, this corresponds to the right to acquire 9.3% of the share capital.

Average
exercise Fair
Board of Other Cyto-  Suppliers, price per  value per Total fair
Directors  employees Logix etc. Total option option value
Share options and warrants DKK

Number Number DKK

Numbe thousand

Outstandmg at the

beginning of 2004 246,504 2,084,084 465,584 170,115 3,866,287 50.40 - -
Exercised - 65,400 - - 65,400 27.60 - -
Lapsed ‘ - 230,123 - - 230,128 37.00 - -
) Granted in 2004 o ) - _1?7 590 T 2§ ?41 L 162 ,741, o 7i0p o M764 ‘1 243
Outstanding at yearend 2004 246504 2826061 465584 195358 8733505 5030 - -
Correction regarding 2004 - 111,527 - - 111,527 73.83 - -
Reclassified (176,074) - - 178,074 - 73.83 - -
Exercised - 205,691 - - 205,691 23.27 - -
Lapsed - 352,729 - ) - 352,720 56.22 - -
Grantedin2005 . L.L.o..emese o e 37200 7388 084 To%
Outstandlng ba:t—yt;;l;:eha E005 7 70 430 2,716,418 465,584“ 371 430 3 623 862‘ ' “5630- T -
‘Number of options that can be o 70,;30* UV o T T

exem[sed at year-end 2005

2,304,039 - 196,356 2,569,825 - -




2005 2004
Amonnz.f;\tlé)ﬁ intangible éssets o 38 877 o 46,482A
Depregciation, property, plant and equipmant 90,593 74,680
Writedown, property, plant and equipment 579 -
Q?Erec_lelt;on ooncemlng dlsconnnuedf)_pgratlppi o o L o (}1 942) B 2 694) )
VT—o;al ;;p;ecnatlon, amDrtlzatlon ﬁavnvdr |m|:o:|rr:\Ve;t‘IAossVes ) » S T 12; 107 o ;;8_28 ‘

Included in the income statement under the following headings:
Cost of goods sold

Sales anc distribution expenses

Research and development expenses

Administrative expenses

Amortization of goodwill

Deprec»atlon concemmg d|scont|nued operaﬂons

Total depreclatlon, amortlzatlon and lmpalrment Iosses

31,213 28,793

58,754 45,973

32,701 31,114

7,381 9,131

- 6,151

(1,942 @694)

o 128 1o7 N i?s 468

The depreciation, amartization and impairment losses include DKK 787 thousand (2004: DKK 1,798 thousand) in fasses in connection with the disposal of property, plant

and equipment.

DKK thousand _ N 2005 2004
Intan;;;-bk; ‘a-s-sets amourftlizatzc;n;ﬁd |mpa|rment i;s.ses ;r; mclﬁu“ded ur;;l;';:fc;llowh:lg héaémg? o » o -
Cost of goods sold 9,000 8,760
Sales and distribution expenses 435 -
Research and development expénses 16,366 17,680
Administrative expenses 13,076 13,891
Amomzanon of goodwill - 6 151
Total de;r;clatlon, ajw}tnzatnon awnd |mpa|rme‘nt_losse; - ~”ﬁ o T o 38;:8;7 - v - 46 482. )
I?KK Ehousand o o . o ) B 2005 N o 2004

Aua;* S o S R o 462& ) o 3328
Tax and VAT advisory services 1,272 1,175
Other services » 2,288 2, 442

' r&éf f'eas to ;i;};ié&;aéiiors ST e T e 'a 045
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Total tax for the year . (10 610) 26 133

DKK thousand : ‘ ' 2005 ‘ 2004

Reversal wrrtedown for mparrment and provrsnons regardmg nvestment n Apeno Techno\ogres lnc 4,895 -
4,895 -

DKK thousand 2005 2004

Wn redown for lmparrment and provrsnons regardmg rnvestment in Apeno Technologres Inc. - 9,647

Settlement in an arbrtratron case wrth a former suppher - 7,608

Total other expenses - 17,255

DKK thousand : : 2005 2004
\HTSI’GST Income, cash o . o A o . o " h T 1,200 o 1,37’2‘ ‘
Other interest income ‘ 2,333 10,690
Exchange gains (net) . - 9,187

Frnancra\ mcome concernmg drscomlnued operatlons (363) {435}

Total f'nanclal mcome ' . ) 3 170 20,784
DKK thousand 2004

Interest expenses non- current Irabrlmes other than provisions 23,547 23 286
Interest axpenses, current liabilities other than provisions 29,311 29,161

Exchange losses (net) ‘ 5,387 -

Frnancral expenses concermng dlscontrnued operatrons (293) (578)

Total flnancral expenses 57 952 51 869

09 TS EEE T

DKK thousand ‘ 2005 2004

Current tax on profit for the year ‘ 25 71 3 12 037
Change in deferred tax ' (43,684) 9,750
Prior year adjustrents . 14,100 4,780

Other texes (6 739) 434)

X0,




DKK thousand 2005 Percent 2004 Percent

Proft/los< before tax ) (59,229) - 50 539 -
Calculated tax on pre-tax profit/loss, 28% (2004: 30%) (16,584} 28.0% 15,162 30.0%

Tax effect of:
Difference from Danish tax rate of 28% {2004: 30%) . k o 2,083 (3.4%) 2,613 5.2%

Non-deductible amgritization and impairment losses on goodwill : - 0.0%

Total non-deductible expenses/(non-taxablg incbme) ‘ T 2878 '4‘9%
Utilization of unrecognized taxA losses (6,156) 10.4%
Changs in deferred tax as a result of change in tax rate ' (1.125) 1.9%

Pnor year adjustments 14,100

(23 8%)‘ o

Total tax for the year (10 61 0)

2005 2004

Net profrt for the year : ’ (29,404) 41 910

Mlnonty mterests share of Group proft

Dako AIS' share of net prof‘t for the year (29 381) 42 147

Average number of shares 38,787 38,644
(250) (250)

Average number of shares in cwculatlon . : 38 537 38 394

Average dl\unon effect of outstandlng warrants and share opttons 745 758

Diluted average number of shares m curculation 39 282 39 152

‘ DKK

Earmngs per share (EPS) of DKK 2 ' (0.76) 1.10
Earnings per share, diuted (EPS-0), of DKK ‘2 (0.75) 1.08
Earnings per share of DKK 2, basic, for continuing operations (1.26) 0.64

Earnings per share of DKK 2, diluted, for continuing operations (1.24) 0.63
A calculation for 2005 of earnings per share for discontinued and continuing operations is made on the basls of equivalent key figures as for earnings per share:

Dako A/S' shareholders' share of:
Profit from discontinued operations 19,215 17,504

Profrt/!oss from contmumg operatlons ‘ (48,596) 24,643

meltlloss for the year (29 381) 42,147

Oz




CHNITANGY

Completed Acquired patents,
IT development licenses and
L DKK thousand o .,..,_‘..,-, projects o similar rights N ‘_A__G_ogd‘wjl__“_ o Total
Cost at January 1 82,805 209,870 176,805 469,380
Reclassifications - - (83,100 (83,100}
{ Exchange rate adjustment €65 1,339 14,348 16,352
Additions during the year 6,610 7,832 - 14,442
| Disposals during the year - (8,087) 7} (5,074)
i Transferred from/(to) other items _ - 1,800 (1,800) -
‘ Transferred to assets held for sa!e - . (100,3¢8) o - (100 398)
| ‘CostatDecemberdt w08 1si6 108346 11602
{
‘ oz on and Impaiment osses. 41,478 95,923 83,787 221,136
‘ Reclassifications . - - ' (83,100) (83,100)
: Exchange rate adjustrent | ‘ 665 L 1,042 - 1,707
i Amortization during the year 12,711 26,166 - 38,877
} Amortization and impaimment losses, disposals - (3,502) ) (3,509)
: Transterrad from/(to) other items - 630 (630) -
‘ Trgnis_fe[red to a;set; hetd for aale ) . - ’ (1_0_0 3?8) e (100 398)
St e
; “Esfr;.};.;;';;.}(;?:;ce‘m’;er a 3‘as 95315 108348 236,889
|
!
|
g
\
|
|
|
' Q‘@\—.'
U O _ —




Completed Acquired patents,
. IT development licenses and
- DKK thousand e projects

Goodwnll L Total

2004
Cost at January 1 83,186 208,551 189,518 481,255
Exchange rate adjustment (381) (870} (12,613) {13,864)
Additions during the year - 5,568 - 5,568
Dnspos?ls during the year - (3,579) o o ~ (3,579}
“CostatDecemberst  szes 208 T ees | assese
Qﬂggﬁf’? and impairment kosses 20,148 69,988 81,826 180,960
Exchange rate adjustment (381) (557) (4,535) 5,473)
Amortization during the year 12,711 27,325 6,446 46,482
Amomzatlon and |mpa1rment losses dlsposals (883) - (833)

Carrymg amount at December 31 ' 41,329 113 747 _ 93,168 248 244

Goodwill
Management has performed an impairment test on the carrying amount of goodwill at December 31, 2005.

The carrying amcunt of goodwill relates to certain of the Group's instrument activities which were taken over in 2002, The carrying amount of goodwill at December
31, 2006 was DKK 106,346 thousand.

The recoverable amount is based on the value in use determined on the basis of éxpectéd net éash flows for the above cash-generating unit based on the budget for
2006 and estimates for 2007 to 2010 approved by Management and with a discount rate after tax of 10%.

Management is not of the opinion that long-term expectations for the growth and earnings of these activities have changed since the time of acquisition.

Expectations for the future growth rate exceed the historical growth rate, partly as a result of Dako's new flow cytometer, CyAn™ ADP, which was not taken into use
until 2008, The effect of this is a significant Improvement in both growth and operating profit.

The growth rates used for 2006 and 2007 are 20% and 12% respectively. For 2008-10 the expected growth rate used is 17%. No growth has been included in ex-
trapolating expected future net cash flows in the years after 2010,

Operating profit is estimated to average 11% of sales over the budget and estimate period through to 2010,
Against this background, the carrying amount is not believed to exceed the recoverable amount at December 31, 2005,

The sensitivity of the underlying assumptions can be illustrated as follows:

Change in budgeted contribution margin ratio to bring recoverable amount in line with carrying amount: -2%
Change in growth rate to bring recoverable amount in line with carrying amount: -8%
Change in discount rate to bring recoverable amount in line with carrying amount: 3%

&
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- Other fixtures Property, plant
: and fittings, and equipment
Land and Plant and tools and under con-

DKK thousand o ) e bulldlngs Mmr_rlac_hiper_y - equlpment o strucglon o _'[otai
588
Cost at January 1 400,423 140,798 254,489 183,121 988,831
Exchangs rate adjustment 19,937 11,039 12,872 192 44,040
Additions during the year 23,121 27,416 64,728 8,375 124,640
Disposals during the year - (8,744) (34,528) - (43,272}
Assets put into use 185,260 8,134 9,294 (202,688) -
Transferred from/{to) ther items 243 {3, 1 88} 2,945 - -
Trgqsfgrrgcgo assets held for sgle e (47 392)‘ o M(_13 6{)4) o ww“(2.23@_ T (63 2?2}
“CostatDecember3t 681502 Tlerest . sorses - 1051007
Defrocinon and impaiment losses 103,903 92,580 148,462 . 344,945
Exchange rate adjustment ) 4,080 6,882 7,348 - 18,330
Depreciation during the year 18,956 16,481 54,369 - 88,806
Writedowns 196 - © 383 - 579
Depreciétion. disposals - (3,247) (22,420) - (25,667)
Transferred fromv{to) other items 85 971} 886 - -
Trans_fe_r tciha"sseii_rflq for sa!e e M(WS 549) . ) (9 238} - (1‘102) o - (26 489)
gi’;;e:;“';’é‘;’r‘ﬁbg%ﬁ'”“em 111,681 102,497 187,326 - 401,504
r 46;971 T 59,3:54 T 1‘2AO 238A o i o -"-'_r» ) - é49 50?.
_Of which assets held e o 8270 ) ;- i NA ~ Hgé o . Au - 9@5}
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DKK thousand

Cost at January 1
Exchange rate adjustment
Additions during the year
Disposals during the year
Assets put into use

Transferred from/(to) other |tems

Cost at December 31

Depreciation and impairment
losses at January 1

Exchange rate adjustment
Depreciation during the year
Depreciation, disposals

Transferred frorrv(to) o'mer |tems

Deprecuatlon and 1mpa|rment
Iosses at December 31

Of which assets held under flnance laase 9 801

‘ Carrymg amount at December 31

Land and

394,345

(10,783)
7,364

90,595

2,113)
15,566

_buildings

400, 423

The latest public land valuation for Danish properties is DKK 166,020 thousand (2004: DKK 152,980 thousand). The total carrying amount of foreign properties is

DKK 109,432 theusand (2004: DKK 127,122 thousand).

Other fixtures and fittings, tools and equipment include instruments warth DKK 80,251 thousand (2004; DKK 78,280 thousand) which are either leased to customers

or sited at customers' premises under a reagent rental agreement.

Other fixtures

and fittings,
Plant and tools and
_machinery ~ equipment
144,531 240,738
(6,193) (7,321)
16,478 o 53,8689
(13,548) (87,241}
859 322
B (1 3321 o 4 103
140798 254,489
88,040 139,352
4,104) (5,767)
16,964 40,360
(8,030) ' (25,908}
{290) 435

Property, plant
and equipment
under con-

87,853
(108)
118,825
(11,514)
01,938
193,121

struction

b



pi)

Investments in

_ o »tpgr JnAvestmen_ts_ o __Total
Cost at January 1 22,606 21,012 43,618
Exchange rate adjustment - 838 888
Additions during the year 9,099 664 9,763
Disposals during the year - (347) (347)
'Transferred from/(tc) othe mvestments ) e . (31 705) o §1705 - -
Cost at December 31 S S - S 56,922 - - 53 922
Revaluation at January 1 (22,6086) (1,640) (24,24€)
Exchangs rate adjustment - (256) (256)
wTﬁrfgsfe_rred frgm/(tq) giher mvestments ) - o 22;90,6“ i (22 606_)- o -
‘Revalustion atDecember 31 T T sy asy
Carrying 'amou}}'t‘;{E.;cember a1 L T ez 29420
Investments in
DKK thousand o o o _ associated gprpp’a‘piqu%___ Other mvestmen(s B _ Total
);w&] el saesem mirs . m mees s s E v e RAGHER LA N . s T
Cost at January 1 22,606 8,930 31,536
Exchange rate adjustment - 514) (514)
Additions during the year - 14,714 14,714
Disposals during the year ) - o @' 118) 2,118)
GostatDecemberat B T T mees a2z a8
Revaluation at January 1 (22,606) - (22,606)
Revaluation for the year B N ) - ‘ o ) (1 ,640) {1,640
Tevaluston atDecomber 31 ‘j‘ e N
‘C;v"r;;;g amount ét De::en;t;er 31 B -—:‘» T “_ o ~~. 19 372 T -19 372

Other investments include shares in Aperio Technologies, (nc., California, USA, to a value of OKK 8,080 thousand. Net profit for the year far Aperio Technologies, inc.,
amounts 1o DKK -11,957 thousand (2004: DKK 7,716 thousand) and squity amounts to DKK 66,409 thousand (2004 DKK 4,380 thousand).

Other investments also include loans to third parties of DKK 8,833 thousand (2004: DKK 10,039 thousand), as security for which Dako holds property mortgage

desds.
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HSENVENROBIES]

DKK lhousand 2005 2004

Raw matenals and consumables . ' 15? 668 151,214
Manufactured goods ' : 215,389 178,374
Goods for resale 18,568 24,342

Transferred o assets held for sale (1 8, 443 -

Total Inventories . 375 1 82 354 930

07 THREE

_DKK thousand ' 2005 2004

Trade recelvabies due thhm one year ' 389 587 364 782
Other receivables S . o L 4,851 14,049

Transferred 10 asssts held for sale o o e ‘ : -

Total trade recewables 391 636 . 378 831

Gross mvestments in Ieased assets ) 420 477

Interest ra,latan o future penods

Net mvestments

Lease receivables, due within one year . 140 112

441

Gross investments, due within one year - 154 128

Gross mvestments due after one year and wnhm flve years 266 349

Total gross. mvestments ’ ‘ 420 417

Nominal value, o Fair value,
_DKK thousand ' lnterest rate Maturity _DKK thousand

Lxsted bonds 2006 - - R -

Llsted bonds 2004

erd 5% 2025

(’T j)
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Nominal value,
Number of shares . = DKK thousand

Share capntal at January 1 2005 . 38,685 77,369

Capnal increase |n the ﬁnancnal year : ’ 205

Share capltal at December 31 2005 ‘ 38 890
Number of shares Naminal vaiue,
DKK thousand

38,804 77,208

Share capital at December 31, 2004 38,685 77,369

Treasury shares
The Dako Group owns treasury shares with a nominal value of DKK 500,000 (2004: DKK 500,000), corresponding to 0.6% (2004: 0.6%) of the share capital.

The proposed dividend of DKK 0.10 per share, or a total of DKK 3,889 thousand, is Included in retained earnings.

o
iy

f o
sy

Temporary .
DKK thousand dlfferences Deferred tax asset Deferred tax habrllty Net

Intangible assets (72,284) 2521 (22,287) (19,766)
~ Property, plant and equipment (46,91 7) 14,8958 {30,807} (15,849)
Inventories - ' 64,293 35,592 {15,828) 19,764
Other current assets (398) 1,219 (1,197} 22
Nor-current liabilities 32,103 14,101 (3,772) 10,329
Current liabilities 46,523 16,385 (701) 15,684
Tax Ioss carried forward 119,696 - 40,861 - 40.8617

Tax asset/(ta.x l|ab|||ty) 143 01 8 125,637 (74,592) 51,045

Offset wrthm the same Iegal enm - (41,258) 41,258 -

Net tax assetl(tax Iiabillty) - 84,379 (33 334) 51,045
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Temporary
__DKK thousand dlfferences Deferred tax ‘asset D_eferred tax hablhty o Net

Intangible assets (98,047) 1,624 (30,681} (29,057}
Properfy, plant and egquipmaent (44,065) 2,480 (18,324} (15,834}
Other non-current financial assets (i46) - (@4 {a4)
Inventories 17,073 21,086 (16,135) 4,931
Other current assets 1,405 1,070 ' (549) 521
Non-current liabilities 25,077 13,391 (4,578) 8,813
Current ligbilities - 30,782 11,711 (585) 11,126
Tax loss carried forward i 47 009 . 15, 912 - 15 912

DKK thousand .. Janvaryt ...

Tax asset/(tax Ilabrlify) (20 91 2) 67,264 (70,896) (3,632)

Offset

8,849 ' -

Net tax assetl(tax Ilablllty)

Deferred tax assets not recogmzed relate to

Temporary differences - 301

Tax loss carried forward ‘ 8,353 9,073

Transferred to assets held for sale ' 8 353) -

Tax Ioss carrted forward - 9,037

2 LONETiE

The Group has varlous pension plans covering certain groups of employees in various subsidiaries. The pension plans are defined-contribution plans, and in certain
subsidiaries the Group has long-term pay fiabilities which will be paid on the employess' retirament (other long-term employee benefits).

Liability at Exchange rate Expenses for Liability at
' o Pdiustments  theyear  December 31

Defined-contribution plans - ’ - “ 19,545 -
Other Iong term emp\oyee benefts 14 088 170 (1,111) 1,131 14,278

Total 14 088 170 (1,111) 20,676 14,278

Defined-contribution plans - - - 16,642 -
Cther Iong-terrn employee benefts 15,132 (420) (2 653) 2,029 14 088
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Defined-contribution plans
in the case of defined-contribution plans, Dako undertakes to pay a defined contribution. These pension plans are funded by premium payments to independent
pension companias. Dako has no pension liabilities towards the employees covered by the plan on thelr retirement.

Pension contributions relating to defined-contribution plans are recognized as an expense in the income statement in the qualifying yaar.

The most important defined-contribution plans caver employees in France, ltaly, the United Kingdom, Japan and Denmark. The expenses for the year on defined-
cantribution plans wers DKK 18,545 thousand (2004 DKK 16,642 thousand).

Other long-term employee benefits

As at December 31, 2005 a provision of DKK 14,278 thousand {2004: DKK 14 088 thousand) is recognized to cover other long-term employee benefits in Japan,
ltaly, Germany and France, Payment of other long-term employee benefits is conditional upon specified criteria being met. The expenses for the year relating to other
long-term employee benefits were DKK 1,131 thousand (2004: DKK 2,029 thousand).

The discontinued operations have been offset against the figures above. The discontinued operations only have defined-contribution plans, amounting to DKK 1,764
thousand (2004: DKK 1,698 thousand). Thers are no pension obligations at year-and (2004: DKK 0).

DKK thousand Warrant|es Restructuring | Othe Tota!
'g}v(}j ST IR R R R B SR i TS T L | T SR R S L R R R T

Provisions at January 1 ) , 18,448 2672 2,833

Exchahge rate adjustment ] 1,372 . . 281 9

Utilized curing the year (3,874) } ‘ 3,721 -

Provision for the year 20,502 13,035 8,308

Reversed dunng the  year (9,252) (158) o ) (1)»

Provnsnons at December 31 27 196 12 109 . 11,149

DKK thousand Warrantles Restructuring Other Total

Prowsmns at December 31 18,448 } 2,672 2,833 23,953

Provisions at January 1 _ ' 9,429 T 2978 . 12,407
Exchange rate adjustment 828) ‘ (244) - (872)
Utilized cluring the year - {18,277} ‘ - (18,277)
Provision for the year 10,293 : ‘ 18,267 . 3,114 31,674
Re\.ersed durmg the year ) (646) L (52) (281) (879)

THE MATURITIES FOR OTHER PROVISIONS ARE EXPECTED TO BE: )
DKK thousand . 2005 2004

Currem provisions 50,454 23,953

Prowsmns at December 31 50 454 23,953
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Warranties

The majority of the warranty provision relates to instruments sold during the year endsd December 31, 2005. The provision is based on estimates made from histor-

ical warranty data associated with similar products. The Group expects to incur the liability over the next year,

Restructuring

Costs for restructuring relate to the restructuring in November/December 2005, The estnmated costs are based on Management's best estimate of costs directly re-

lated to the restructuring. The Group expects to use the provision over the next year.

Other provisions
Other provisions include DKK 11,149 thousand for liabilities expected to be incurred over the next year,

Effective interest Carrying amount, Fair value,
_ Matuty  Fixed/variable fate % DKK thousand _DKK thousand
DKK 2024 Variable 3.09 . 631,192 537,079
DKK 2025 Fixed 3.64 111,045 115,270
EUR 2016 Variable ‘ 3.02 37,711 38,3092
GBP 2015 Varigble 524 45,723 45,723
JPY 2008 Variable 0.58 34,644 34,644
U%D . . 201q Variable . '5‘7~9' 74,§10 74,510
Total :"'f“': ":_ o 83'45‘25 ”“‘”"“"‘“““&Asﬁs?&"
12003
DKK C 2024 Variable 3.00 471,433 483,353
DKK 2025 Fixed 3.65 110,312 125,465
EUR 2016 Varighle 3.28 57,016 58,001
GBP 2015 Variable 5.47 44,074 44,074
JBY 20(58 Variable 0.67 53,268 53,268
uso o 2010 | Veabe 488 104,263 104,263
Tu;auluu T T S i o 840 365 S 868:;;‘
DKK thousand» N . 2005,_ ) 2004
Mortgage debt is recognized In the balance sheet as follows: .~
Non-currant liabilities 641,164 684,129
Current liabilities 193,661 156,236
Eabmtles c_cincemfg afseitsAheld for sal_e ) o - o
Totmmongmaeent T s soses
Fair value 845,618 868,424
Nomlnal valua 840,753 846 704

s




After five years

Within one year
Between one and five years

After five years

Within one year

Between one and five ysars

Total

o 17,018 . (5,304
1,973 {5186)
4,661 (1,884)
- 11,191 (3,420)
17,825 (

Interest

(499)
(1.807)
(2,998)

Carrying amou

5,820)

nt

12,005
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CSICHANCENNIVGEH

DKK thousand

(Increase)/decreasa in mventones . o ) . g ) (55 830) (96,997)
{Increase)/decrease in trade receivables and other rsceiva{blés ' » . 2,109 . 41,913)

Increase/! decn=ase) in trade payables and other liabilities (702) 13 581

Change in workmg cap|tal : (54 483) . (1 25 329)

B N AFSTHDENT 10 5

DKK thousand o 2005 2004

Intangxble assets ; 14 442 5,568
Property, plant and equipment 73,181 151,785

Other non- current fman01al assets 9,763 14,714

Investment in non-current assets ‘ 97 386 172 037

DKK thousand ) : ’ 2005 2004

Cash . : ‘ 59 726 38 838

Short-term bank debt ‘ (176,698) (143,081)

(104, 243)




281C ONTHING ENIEAS SETSPAN DN ABHIBIES

8&'.2‘21%‘5‘;2.?3"??‘f°_"_‘ S s 2004
“Payments of rental and lease liabilities due: B - o
Within one year . 22,761 15,582
Between one and five years 48,083 30,453
After five years ) ) ) 18,860 5,665
?@Z.Tt;cmau obligations _ o o B T et s, m'{‘

The above rental and lease fiabilities relate to non-cancelable operating agresments. All of the liabillties in 2005 relate to agreements outside Denmark. Rental and
teasing expenses for the year ended December 31, 2005 amount to DKK 17‘637‘th0usand (2004:DKK 16‘613 thousand).

The discontinued operations have been offset against the figures above, Rental and leasmg cbligations due within one year compnse DKK 321 thousand and those
due between one and five years comprise DKK 374 thousand, in total DKK 885 thousand.

Assets pledged as security

_DPKKthousand =~ oo e . e 2005 e
»'Fhe gllﬁc;;e;ung asséts are pled;é:jmas secunt;l_fur iheﬁGroup 's loans; S

Land and buildings with a carrying amount of ‘ 360,479 211,272
_Bonds wn'th a carrl/ﬂg amgu‘nt o_f_ e - o T 966]3 3

Total assets held as securlty

Assets held undar fmance Iease with a carrying amount of . 9,395 10,726

Other guarantees
DKK thousand ) 2005 N 2004

Total other guarantees 3,124 437

Pending disputes and litigation

Dako A/S is party to a number of disputes involving various claims for compensation, penatties and damages. A number of claims have been notified. In the opinicn
of Management, these claims will not have a material effact on the financial position of the Group. Therefore these contingent tiabilities have not been recognized in
the financial statements,

Dako A/S has made a claim against a former supplier. In the opinion of Management, the claim is justified and the Group will be awarded compensation for the loss

~ ingurred. Howsver, this claim has not been recognized as the existence of the asset is dependent on a number of uncertainties outside the control of Dako A/S.
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Dako A/S has no related parties with cont-olling influence.

Related parties with significant influence in Dako are Novo Nordisk A/S (ownership interest 27%), as well as the companies’ Boards of Directors, Exacutive Boards and
managerial employess, and these individuals' close family members. Related parties also include companies in which the above group of individuals has matsrial inter-
ests.

During the year Dako did not engage in any refated party transactions beyond ordinary trade with the Novo Nordisk Group and general remuneration to the Board of
Directers and Management.

VARG RSN AT CEIN SR R NS

Dako A/S uses financial instruments and derivatives to hedge significant interest rate and foreign exchange risks resuiting from the Group's commercial core business
and does not as such use financial instruments or derivatives for speculative purposes. The contractual value of the Group's derivative financial instruments and un-
realized gains and losses is specified below,

TR NIRRT AR GVER S
I GREEXIC AN GERAl

Financial risks
The financial risk factors primarily comprise foreign exchangs interest rate and credit risks. The financial policy of the Group stipulates that financial instruments are
only used to minimize the financial risks resutting from business activities.

Foreign exchange risks
Forsign exchange risks ocour both as a result of imbalance between income and expenses in each foreign currency and because the Group has net assets in a num-
ber of foreign subsidiaries.

Subsidiaries outside Denmark mainly do business in local currenciss, both internally within the Group and with external partners. it is Group policy to hedge Dako
Denmark A/S' expectad future net cash ows six months ahead for the following foreign currencies: USD, JPY, GBP, CAD, AUD and PLN.




Unrealized gains/

(losses) on adjust- Recognized in Taken directly
DKK thousand Contractuaf value ment to fair value mcome statement . _toequity
:@/\M 2 R SO, TR ST TS SR S SRR 2 SIS T SR T e PR e A = A Aiidopins/ USSR s
Forward sale of foreign currencies
JPY due date: one to three months 14,665 55 55 -
CAD due date: one to three months 4,264 84) . (84) -
AUD due date: one to three months . . 2,517 (30) (30) -
CHF due date: one to three months s 3,128 . 11 11 -
PLN due date: one o thres months - 1501 45) N
To(al heﬁt‘!gﬁmg\o; forel_gn currency poéltlohs o 26,015 ’i‘“_ “.Vii «:(‘g}! ) j ;» i ;.—“(gé);“ﬂi: :—- —-‘
D004
Forward sale of foreign currencies
JPY due date: one month 17,477 ‘ 590 590 -
CAD due date: one month 1,022 ‘ 29 29 -
AUD due date: one month ‘ 1,868 2 2 -
CHF due date: one month 1,467 21 21 -
L one month ) o 784 (§) _(5) -

Total hedgmg of forelgn currency posmons 21,918 637 637 -

The currency hedging agreements are not considered to meet the criteria for hedge accounting.

Interest rate risks

Interest rate risks occur as a conssquence of imbalance between interest-bearing assets and liabilities and changes in the interest rate influencing both the balance
sheet and the income statement. At the end of 2005 the Group's net interest-bearing debt was DKK 787 million, of which DKK 676 million was variable-rate liabilities
and DKK 111 milion was fixed-rate liabifities with varying terms. As a whole, a change in the interest rate of 1%, for example, will mean a change of DKK 7 million in
the Group's pre-tax profit. The Group has contracted interest rate swaps in order to make sure that the fmanclr\g of the production facility in Glostrup will be attractive
in the longer term.

Unrealized gains/
{losses) on adjust- Recognized in Taken directly
| i COMe ¢ statement ) to equ:ty

_KK thousand Contractual value

2005

w
(

Interest rate instruments

Interest rate swaps {DKK) due date: Dec. 2007 (USD

3,500 thousand) 22,134 188 3 185
grjtseg%stthrgi asr\:&?ps (DKK) due date: Dec. 2007 (EUR 11,191 {146) R (146)
Interest rate swaps [DKK) due date: Dec. 2007 70,000 {1,077 22 (1,099}
Interest rate swaps (DKK) due date: April 2014 ) 119,169 (14,276) ‘ 4,347) (9,929)
ln_t_eﬁrest rate swaps QKKZ due date _July 2023”mw~ o Wn10}3 242.4.,-, o _(?‘I 837) o (2’6_6?),w_ o (18, 168)W
v 'l;ota:ntere;t‘r;te ~u~-|;t‘rt:men'rs quwwuiﬁmr _iu‘ :;2; ;18 o (37 148)m - (6 951) o (30{;;)
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Unrealized gains/
Contractual  (losses) on adjust-
_DKK thousand value ment to falr value

Interest rate instruments
Interest rate swaps (DKK) due date; Nov. 2005 42,700

Interest rate swaps (DKK) due date: 19127
Dec. 2007 (USD 3,500 thousand) '

Interest rate swaps (DKK) due date:

i
|
1

mcome statement

Dec. 2007 (EUR 1,500 thousand) 11,187
Interest rate swaps (DKK) due date: Dec. 2007 70,000
Interest rate swaps (DKK) due date: April 2014 ‘ 127,910
o 106,345
A:I'9ta| mtgrest rate' mstruments B ”T:: o 3"{7‘ 219 N
‘ Revaluation/due date . ‘ ' 0-1 year
%Ei}:‘j;:w R RS A ME | Lk e o LR A R T R R R SRR T 4
Credit institutions ' (193,661)
Interest rate swap (principal amount), variable part 325,718
lrj&erest rate swap (prmil;_?al amount) ﬁxfeg parfr e (J ;3;052)
3;;;Lers1 L2005 e 119,005
Bonds -
Credit ingtitutions (156,238)
Interest rate swap (principal amount), variable part 377,249
Jgt_er—eit (af fyvap (prmcupal amount) _fiecj ;??n e S54 5_52)
Docomborst,200s T iesam
Credit risk

The Group's credit risk primarily relates 10 receivables, securities, cash and cash squivalents, and positive falr values of derivative financial instruments, The balance

sheat valuation of all the items mentioned corrasponds to the size of the maximum credit risk.

Counterparty risks concerning cash and cash equivalents and derivative financial instruments are limited because the Group only enters into agreements with finan-
cial institutions whlch have achigved a sat:sfactory rating from recognized and well-raspected international credit- ratmg xnstrrunons
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In Se;ﬁtember 2005 the Board of Directors announced that Dako wishes to sell the buisiness’ Microbiology activities in order to sharpen its focus on cell-based cancer
diagnostics. The Microbiclogy activities are profitable and showing increasing growth, As the selling price less expected selling costs is expected to be significantly
higher than the carrying amount, there was no need to writedown assets relating to these activities at the time of the announcement,

The Group's Board of Directors expects the sale to take place before June 30, 2006. The expected profit effect will be recognized in the income statement for 2006,
In compliance with IFRS &, Dakos' Microbiology activities are presented separately in the income statement, balance sheet and notes.

The incoms statement is based on external sales including corresponding Micrebiology production expenses. Only opsrating expenses assumed to discontinue at
the event of a sale have been offset in the result for discontinued operations. The procedure is in compliance with IFRS 5, as the continuing operations must reflect
the future level of expenses which are not immediately reduced at the time of sale of the microbiolagical activities. The non-current assets are only depreciated up
to the time of the announcement of the expected sale. The result for discontinued operations is therefore substantially more positive than with full allocation of total
comman expenses with the discontinued operations.

DKK thousand 2005
Net sales 95 425

Expense:. (67,975) (61 074)

Pre-tax profit . 27,450 25,006
Tax on proflt for the year . (8 235) 7, 502)

Net proflt for the year 19, 215 17, 504

Cash flow from operating activities 21,740 14,681
Cash flow for investing activities ‘ ‘ ' (1,082) - {(1,080)
Cash flow from financing actrvmes ‘ ‘ ' ’ . . (16, 166) (13,455)

Total cash flow )

Property, plant and equipment
Peferred tax asset

Inventories

Receivables

Se<,ur|t|es cash and cash equtvalents

Total assets held for sale

Deferred tax " ‘ ; 514

Otner liabilties v ' ' 8,527 7,404

Total Iiabllitltes relatmg to assets held for sale ) - 6,527 7,918

Accumulated recognition in retained sarnings ‘ - -
Earnings per share (EPS), discontinued operations, DKK o " 050 0.46
Eamings per share, diluted (EPS-D), discontinued operations, DKK 0.49 0.45

Tax losses carried forward not likely to be utilized In the future amounting to DKK 8,353 thousand have not been recognized in the balance sheet, The tax loss can be
cariad forward indefinitely. Rental and lease liabilities amount to DKK 695 thousand, of which DKK 321 thousand is dug within one year.
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Shareholdings of the Board of Directors and Executive Management
At December 31, 2005 the Board of Directors and Executive Management hold 7% and 0% respeqtive!y of the shares in Dako A/S.
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The 1ASB and the EU have approved the following new acoounting standards, which are not compuisory for Dako in preparing the Annual Report for 2005:

8 |AS 19 Employee Benefits {revised) comes intd e}fect for financial yearé starting on January 1, 2006 or later, Dako does rot expect the new standard to affect fu-
ture financial reporting as Dako only has defined-contribution pension plans and other long-term employee benefts.

w JAS 21 The Effects of Changes in Foreign Exchange Rates (adjustments) comes into effect for financial years starting on January 1, 2006 or later. Dako does not
have any loans ta or from forsign units which will be subject to the adjustments to 1AS 21 (not approved by the EU as at December 31, 2005).

® (AS 39 Financial Instruments (adjustments) comes into effect for financial years starting on January 1, 2006 or later. The new standard is not considered to have
any effect on the recognition and measurement of financial instruments as Dako does not expect to use the option of voluntarily measuring financial assets and
debt at fair value.

® |FRS 4 Insurance Centracts (adjustments) is not considered to have ahy effect on Dako as the company has not entered inte any financial guarantess {not ap-
proved by the EU as at December 31, 2005). ‘

® IFRS 7 Financial Instruments: Disclosures and changes to IAS 1 concerning information about equity come into effect for financial years starting on January 1,
2007 or later. The implementation of the standard is not cansidered to have any effect on the recognition and measurement of financial instruments (not approved

by the EU as at December 31, 2005).

The IASB and the EU have approved a number of new interpretations (IFRIC), which are not considered to have any effect on Dako, and its future financial reporting.
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IME 'SfATEMENT

Note 2005 2004

Net sales 46,398 23,826
Admm\strative expenses (SO 886) (32 434)
Operatmg loss (4, 488) (8,608)
! Financial income 4 2,079 ) 4,577
I
1 Finandial expenses 5 (265) (294)
| Loss before tax (2,674) {4,325)
|
{
‘ Tax on lcss for the year 6 71 3 1,269
i Net loss for the year (1,961) (3,056)
| DKK thousand Note 2005 2004

It is proposed that the net profrt/loss for the year is dlstrlbuted as follows
Proposed dividend, DKK 0.10 per share (2004: DKK 0.10 per share)

} Retained eamlngs

| e prm e A S S ARG et e e R T o

J Total _ (1 961) (3 056)
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‘ Total equuty
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DKK thousand

J\H}& P A

Investments in subsidiaries

Deferred tax asset

Other non- current assets
Total non-current assets

@
Receivables frcm subsidiaries
Corporate tax recsivable
Cther receivables
Prepayments

Total recelvables

Cash

Total current assets

LANCE SHEET

Note

7 709,023
8 722

53,148
38

Total assets

Share capital

Warrant reserve

Retamed earnmgs

Cradit institutions
Trade payables

Other habmtles

709 745 710, 292
709 745 710 292

43,968

2005

77,778
17,643

10 5,994
1,477

12,690

2004

77,368
17,643

650411

Current I|abllrt|es 20,161 12,399
Total |Iab||ltles 20,161 12 399
Total equnty and I|abllit|es 766,243 757 822
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ASH FLOW STATEMENT

DKK thousand Note 2005 2004

Operatmg loss ’ (4, 488) (8,608)

Adjustment for items with no cash effect: 72 30
Interest received , 2,079 4,577
Interest paid ' (265) (294)
Income tax paid ) ' ‘ 1,220 (155)

(Increase)/decrease in workmg capital 11 (94) 8,044

Cash flow from/(to) operating actlvmes ‘ (1,476) 3,594

Investment in substdlanes - 3)

Free cash flow ' (1,476) 3,591

Exercised warrants ‘ 4,763 2,713

(3,§§8) (3.862L

Cash flow from/(to) fmancmg activities ’ 895 {1,149)

S 2 A AERTS TYITL P TR S AT & RS TSR R TSR AT SRR AT L TR A T T S L R S L PERTRR ST 1L EA TS

Increase/(decrease) in cash and cash equivalents (581) 2,442

Cash and cash equwalems at January 1 ' (5,213) (7.655)

Cash and cash equlvalents at December 31 12 (5,794) (5 21 3)
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TATEMENT OF CHANGES IN EQUITY

Warrant reserve

Retained
earmngs

L2005]
Equity at January 1 77,369 : . -
Net loss for the year . .

Share based paymem -

Total income - -

Exarcise of warrants 410 -

Dlwdend paad ' - .

Equlty at Dacember 31 77,779 -

DKK thousand

Equity at January 1

Change m accountlng pohcses

Adjusted eqwty at January 1

77,208

Net loss for the year - -

Share-based payment

Total income ' . . o R

Dividend paid . - R
Exercise of warrants 161 2,552

Transferred to Retamed earnings -

28,248

17,643

Warrant reserve

650,411

(1,961}

Retained
earnmgs

462,650

625 919

(3,056)

610

(2,446)

Equity at December 31

650,411

163 269

(1,867}
1 725

- (236) (236)
- 4,353 4,763
- (8,668 - (3.868)
17,643 sso 660 746,082

585,749
163 269

749 018

(3.056)
610

(2,446)

(3,862)
2,713

745 423
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General

The Parent Company's Annua! Report has been prepared in accordance with International Financial Reporting Standards (FRS) as adopted by the EU and additional
Danish reporting requirements, cf. the Statutory Order on Adoption of IFRS issusd in pursuancs of the Danish Financial Statements Act.

The Annual Report also complies with International Financiat Reporting Standards Jssusd by the IASB.

The Annual Report has besn prepared in Danish kroner (DKK).

The accounting policies for the Parent Company are the same as for the Group, with the following additions. The Group's accounting policies are presented in note 1
to the consolidated financial statements.

Supplementary accountiné policies for the Parent Cpmpany‘ .

Changes in accounting policies

~In 2005 the Parent Company adopted a numbsr of new IFRS standards and revised (AS standards wn\ch entered nto force on January 1, 2008, The account\ng im-

pact of this i is as follows: ’ . . ) . ) S

Q_ecember 31, 2004

Net profit/
(loss) for

Assets - Llabl|ltles o Eguity

According to the

Annual Report 2004 585,749 42,574 607,719 12,399 595,320

Investments in subsidiaries
and associated companies 162,809 - 162,809 (45,609) 149,054 - 149,054
measured at cost

Share-based payment 460 - 460 (30} 1,040 - 1,040
Tax effect of adj ustments - - - g ‘ g - Q
Total adjustments 163 269 - 163 269 (45 630) ‘ 180, 103 - 150,103

Determined according to .
new IFRS standards 778,694 29,676 749, 018 ] _(8,056) 757 822 12,399 745428

The Parent Company's investments in subsidiaries and associated companies are measured at cost, Previously thess investments were measured using the equity
method. in the balance shests for January 1 and December 31, 2004 respectively, the value adjustments from cost to net asset value, including the carrying amount
of goodwill, have been reversed. In the income staterment for 2004, the share of the profit for the year has been reversed.

With effect from 2004, dividends received from subsidiaries and associated companies have been recognized in the Parent Company's income statement as financial
income.

Otherwise the accounting policies are unchanged from previous years.

Financial assets :
Investments in subsidiaries and associated companies are measured at cost. Where cost exceeds the reooverable amount, it is written down to this lower value.

The cost of investments in subsidiaries and associated cornpanies is written down where dividsnds received exceed accumulated post-acquisition earnings.




ASTAREIEXRENSES

'DKK thousand

Wages and salaries 18,323
Pensions 915
Other social security costs, etc. ' 124 52

Share based payment

Total staff expenses

Included in the income statement under the following headings:

Administrative expenses ‘ ' 31,881 19,320

The cost of share-based payment is included in the
income statement under the following heading:

Admlnrstratlve SXPenses

Average number of employees

Remunera‘uon to Management

Remuneranon o the Board of Dtrectors

Total remuneration to Management and Board of Dlrectors

Remuneration to Managemsnt in 2005 includes salary, severance pay and fee to former Management,

Share-based payment :

Dako A/S has a shareholder-approved warrant program. Pursuant to this program, Dako's Board of Directors Is authorized to issus warrants 1o certaln smployses to
subscribe for sheres in Dako A/S in one or more issues of up to 3,066,000 warrants, and subsequently upon exercise to increase the nominal share capitaf by DKK
6,132,000. ‘

In August 2002 the Board of Diractors offered a broad range of the Group's employees a number of warrants to subscribe for shares in Dako A/S. The warrants
offered and accepted have a weighted average exsrcise price of DKK 74 and a weighted averags contractual lifa of six years from December 31, 2002.

In August 2002 Dako A/S acquired the instrumentation activities of CytoLogix, Inc. of Cambridge, MA in the USA. Pursuant to the acquisition, Dako A/S issued
775,973 warrants to CytoLogix, Inc. to subscribe for 775,973 shares {(nominal value DKK 1,551,946), The exercise. price was set at DKK 37. The warrants are only
exercisable upon certain criteria belng met.

In October 2002 CytoLogix, Inc. met some of the criteria for the exercise of the warrants and was thus entitled at December 31, 2002 to exercise 310,389 of the
total of 775,973 warrants issued. All of the exercisable warrants were exercised and a total of 310,389 shares {nominal value DKK 620,778} in Dako A/S wers sub-
scritved for on January 3, 2003.

The remaining 465,584 warrants granted to Cytologix, Inc. are recognized in equity as a separate “warrant reserve”. The formal exercise of these warrants depends
on the fulfilment of certain predetermined criteria which all serve as an indicator of the value of the shares acquired. If soms or all of thess criteria are not met, the rs-
serve in equity will be dissolved in wholg or in part and the value of the assets acquired will be adjusted accordingly.

Prior to the merger in 2002, Dako Colorado, Inc. (Cytomation, Inc } had a shareholder-approved share option plan. Pursuant to this plan, Cako Colorado, Inc. could
grant options to specific employees and third parties to subscribe for a number of shares at a predetermined exercise price. Additionally, prior to the merger the
Board of Directors of Dako Colorado, Inc. had granted options to a supplier to subscr{be for 50,000 shares with an exercise price of USD 10

In accordance with the tarm% of the exchange offer and its Articles of Association, Dako A/S has assumed the share options granted by Dako Colorado, Inc. Thus
the Board of Directors decrded oriFebruary 28, 2003 and March 28, 2003 respectrvely to grdnt a total of 1 640 596 warrants to subscnbe for a totab of 1, 640 596
shares {norninal value DKK 3. 281 ,192) in Dako A/S. ; ) ; . .

These warrants have an average exercise price of DKK 30 per share and an average contractual life of six years from the date they were granted by Dako A/S.

Oz




GRANT AND EXERCISE OF EQUITY INSTRUMENTS IN 2005
Equity-settled schemes in 2005

In 2005 Dako A/S granted a total of 230,250 warrants to the Group's smployees, Each warrant entitles the emplayee to subscribe for one share of DKK 2 in Dake
A/S, corresponding to 0.6% of the share capltal if all the warrants are exercised. .

The afiocation of warrants has been determined by the Board of Directors and Executive Management, A(rocatnon is on the basis of an assessment of the Company's
and/or employee’s performance based on a number of objective and SUbJeCIIVEl criteria.

The warrants have been issusd at an exercise prica of DKK 73.83. Exerclse of the warrants is conditional upon the employee being in continued and untsrminated
employment at the time of exercise. There are no other vesting conditions, Spegial provisions apply concerning sickness and death and following changes in the
Company's capital position, etc.

The warrants may be exercised no earlier than 2007 and no later than 2011, and may be exarcised only during a period of 21 days following the publication of annual
and interim reports.

The warrarits may be settled in shares only. A proportion of the Company’s halding of treasury shares has been set aside to settle the warrants granted.

The average share price at the time of exercise for those warrants exercised in 2005 was DKK 54 per shars,

Cash-settled schemes in 2005

In 2006 Dako A/S converted a total of 37,800 warrants granted to the employess in the USA in 2004 into phantom shares. It also granted an additional 69,100 phan-

tom shares, making a total of 107,000 such shares. These phantom shares may be settled in cash only.

Each phantom share entities the holder to a bonus calculated on the basis of an increase in value corresponding to the previous equity-settled schemes with an exer-
cise price of DKK 73.83 per share of DKK 2.

Exercise of the phantom shares is conditional upon the holder being in continued and unterminated employment at the time of exercise. There are no other vesting
conditions. Special provisions apply concerning sickness and death and following changes in the Company’s capital position, etc.

The phantom shares may be exercised no earlier than 2007 and no later than 2011, and may bie exercised cnly during a pericd of 21 days following the publication
of annual and interim reports.

Accounting treatment

Under the transitional provisions of IFRS 2, the accounting treatment of share-based payment schemes depends on whether the instruments were granted before or
after Novernber 7, 2002 and vest before or after January 1, 2005,

Instruments granted after November 7, 2002 and vesting after January 1, 2005 have been recognized in accordance with the provisions of IFRS 2. For all other in-
strumants, the previous accounting policy has been retained of not recognizing the value of warrents, with the exception of those granted to Cytologix, Inc. In con-
nection with the acquisition of activities, cf. above, which ars recognized directly in equity.

In 2005 ths recognized fair value of shars options for the Group was DKK 1.7 million (2004: DKK 0.8 mitlion), of which: equity-settled options accounted for DKK 1.7
milien (2004: DKK 0.6 million). A part of the expenses, DKK 0.6 miliion, is recognized as R&D (2004: QKK 0.0 mitlion).

For cash-settled schemes, the bonus liabllity has been calculated based on a fair value that is used in transactions betwesn independent parties.
The estimated fair values for equity instruments are based on the Black & Scholss option pricing model.

The assumptions for calculating the fair value of cutstanding equity instruments at the tima of grant are as follows:

Average share price DKK 45-60
Exercise price DKK 2-74
Expected volatility 30-40%
Expected life 5-6 years
Expected dividend per share 0.5%
Risk-fres interest rate 3%

Expected volatility Is based on historical volatility and the volatility used by comparable listed companies.

For instrurnents outstanding at Decernber 31, 2005, the averags remaining contractual life was 3.4 years (2004: 4.3 years), and the exercise prices were in the range
DKK 2-74 per aption {2004: DKK 2-74 per option). ’

If all outstanding equity instruments are exercised, this corresponds to the right to acquire 9.3% of the share capital.
Defined-contribution plans
Expenses relating to defined-contribution plans for the year were DKK 1,884 thousand. In the case of defined-contribution plans, the pension plans are funded by

premium payments to an independent pension company. Dako has no pension liabilities towards the employees covered by the plan on their retirement. Pension con-
tributions relating to defined-contribution plans are recognized as an expense in the income statement in the gualifying year.

o

.




Audrt 280 510

Tax and VAT advisory services ' 225 225
Other semces ' 130 335

Total fees to statutory auditors R 635 1,070

AN ANCIANINCONE
DKK thousand , ‘ 2005 2004

Interest income, cash . 3 4

Interest income, subsidiaries ’ 2,071 2,654

ISPEINANCTAEXRENSES]
DKK thousand ' 2005 2004

lnterest expenses, current habrlltles . 265 278

Other rnte,rest expenses - 16

Total ﬁnancral axpenses ' ‘ 265 294

DKK thousand 20085 2004

Reduction of Damsh corporate tax from 30% tll 28% 1 -
Joint taxation contribution ’ (840) (1,280)

Change in deferred tax on profit (74) ©

DKK thousand ) ] 2005 Percent 2004 Percent

Pre-tax loss-

) , : <2,s74) 7 ‘ - 4025 -
Calculated tax on pre-tax profit/(foss), 28% (2004: 30%) . (749) 28.0% {1,298) 30.0%
Reduction of Danish corporate tax from 30% tit 28% ' 1 0.0% - -
Tax effect of:

Non—deductrbe expenses 35 (1 3% ) 29 (O 7%}

Total tax . (713) (1 ,269) 29 3%

0

_ R - — ——— ]




AN ESTVIENGSHIN %’?}JUJ@VE@

DKK thousand ‘ . : : 2005 2004

Cost at January 1 - ' ' ‘ ‘ . 709,023 709 020

- 3

Cost at December 31 709,023 709,023

Impairment at January 1 . -

1mpa|ment dunng the > year ! ) ) : - -

lmpalrment at December 31 -
Carrylng amount at December 31 109 023

DKK thousand Domicile 2005 2004

Ownership interest

Dako Sp. z.0.0. _ Gdynia, Poland 0.5% 0.5%

Dako D nmark A/S Glostru Denmark 100% 100%

: Temporary Deferred
DKK thousand ’ dnfferences tax asset

gﬁﬁ
Property, plant and equipment o o 104 54

Share-based payment ' 101 28

Tax Loss camed forward

The Ioss is expected to be utllized in joint taxation 722

Share-based payment ) 30 9

Tax loss carned forward 4,188 1,260




, Recognlzed ,
Balance at in net profit ~ Recognized in
DKK thousand ~ o January1 . for the year . equrty, net

Balance at
December 31

va

f«w@
Property, plant and equipment : - 194 -
Share-based payment 30 71 -

194

Tax loss c.arned forward 4,198 (1 91 5) - 2 283

Shére-basedpayment : o L - . 30 S

Tax loss caried forward ' ‘ T © 4,198 . -

Total - 4,228
SERUIY

Number of sharras

Share capntal at January 1, 2005 : 38,685
Capﬁal in

Nominal value,
DKK thousand

77,369
410

Share capital at December 31 2005

Share capital at January 1 2004 38,604

Capltal increase during the year 81

Proposed dividend of DKK 0.10 per share, or a total of DKK 3 889 thousand, is included in retained earnings.

Shareholdmgs of the Board of Dnrectors and Executwe Management
At December 31,2005 the Board of Directors and Executive Managsment hold 7% and O% respectrvely of the shares in Dako AS!

Treasury shares
Deko Denmark A/S owns treasury shares with a nominal value of DKK 500,000 (0.6%).

Granted warrants
For information about granted warrants, please refer to note 2.

Nomina! value,
. I_DKK thousand

77,208
161




Effective interest Nominal value, Carrying amount, Fair value,
, %o DKK thousand DKK thousand DKK thousand

5,894 5,094

The entirs debt falls due within ons year.

94

VU/[ ”\_ﬁ:lj‘v;:

DKK thousand

(lncrease)/decrease in recewabies

2004

22 527

|norease/(decrease) m trade payables and other llablllt

Changes in working capital

g e
F2Rey U1 N CR

DKK thousand B ~ 2005 2004

e T e T T

Curr@}i:gnidgp} L . o (6,994) o ___(512'15)
_:I'otal cash a;;c':ash equivalents o (5 794) o (5,21 3)

98 @B

GENISIAE

Guarantees
Dako A/S has provided guaramees for a subsidiary's bank loan of USD 300 thousand.

90 IELATEE

WRRTH AN SACH

Dako A/S has no related parties with controliing influence.

Related parties with significant influence in Dako are Novo Nordisk A/S (ownership interest 27 %), as well as the companies’ Boards of Directors, Executive Board and
managerial employees, and these individuals' close family members. Related parties also include comnpanies in which the above group of individuals has material int-
erests. Related partiss further include subsidiaries according to the Group Overview, in which Daka A/S has controlling or significant influence.

Dako A/S' balances with subsidiaries are shown in the balance sheet. Interest on balances is set out in note 4.

Related party transactlons also comprise incoms relating to costs refunded by subsidiaries (sa!es) general remuneration to the Executive Management and Board of
Directors, cf. note 2, and-guarantess, cf. note 13 -

(')M@
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Capital (thousand) Ownership (%)
Company e Gurrency e 2005 2004 2008 2004
Parent ‘ o o T T T I
Dako A/S DKK 77779 77,369 - -
Sales companies o o e e o
“Dako France SAS., Trappes, France EUR 234 234 . 100 100
Dako Netherlands B.V,, Eindhoven, Holland EUR 18 18 100 100
Dako Belgium N.V., Heverlee, Belgium EUR 62 62 100 100
Dako ltalia S.p.A., Milano, ltaly EUR 1,548 1,548 100 100
Dako Polska Sp. zo.o., Gdynia, Poland PN 100 100 100 100
Dako Schweiz AG, Zug, Switzerland CHF 300 300 100 100
Dako Osterreich GmbH, Vienna, Austria EUR 18 18 100 100
Dako Diagnésticos S.A., Barcelona, Spain EUR 240 240 100 100
DakoCytomation Norden AB, Stockholm, Sweden SEK 200 200 100 100
Dako Deutschland anbH, Hamburg, Germany EUR 26 26 100 100
(%aﬁggétzggﬁ)non FlowCenter GmbH, Freiburg, Germany EUR 28 26 100 100
Dako (Australia) Pty. Lid., Sydney, Australia AUD 310 310 100 100
Dako Canada, Inc., Toronto, Canada CAD 350‘ 350 100 100
Dako Japan Inc., Kyoto, Japan JPY 80,000 80,000 100 100
DakoCytomation Ireland Limited, Dublin, Ireland EUR 1 1 100 100
DakoCytométion 8.r.0., Brno, Czech Republic CzZK 100 - 100 -
_Danish Sﬁ'_es__a"_ﬂl’_r‘i'di"t"’" OIS | e e o e e aae et 5 e
Dako Ncrdeh ASS, G!ostrﬁp, Denmark DKK 1.000 .~ 1.000 100 100
‘ UK sales and productlon companles e o R I
_D:e\ko Holdmg Ltd Ely, Umtédvl—il;{@;ab;\“& S GBP 2307 2.307 100 100
L.Q. (BIO) Limited, Ely, United Kingdom GBP 4,457 4,457 100 100
DakoCytomation Ltd., Ely, United Kingdom GBP 8,800 8,800 100 100
Doublecape Ltd., Ely, United Kingdom GBP 1 1 100 100
Dako UK Ltd. GBP - - 100 -
US sales and production companies o e e
‘Dako Holding, Inc, Delaware, USAusb 4148 4148 100 100
Dake North America, Inc., Carpinteria, USA usb 4,148 4,148 100 100
BP! Holding, Inc., Delaware, USA {8,001 shares of USD 0.01) usD 1 1 100 100
DCl Real Estate Holdings, Inc., Delaware, USA’ usp 4 4 100 100
Dako Colorado, Inc., Fort Collins, USA usb 18,235 18,235 100 100
Other companies o . - e
“UDAK Limited, Oxford, United Kingdom wound up i 2005 GBP - 1 . 50
Aperio Technologies, Inc., California, USA - UsD 53,693 20,790 18 34




When calculating finan-
cial key figures and ratios,
Dako uses the guids-

lines published by the
Danish Society of Financial
Analysts in 2005.

BOOK VALUE PER SHARE
Equity at year-end divided
by number of shares at
year-end.

CASH FLOW PER SHARE
Cash flow from/({o) oper-
ating activities divided by
average number of shares,
diluted.

DILUTED AVERAGE
NUMBER OF SHARES
IN CIRCULATION

Average number of diluted
shares in circulation during
a given period.

DILUTED EARNINGS

Net profit for the year ad-
justed for the effect after
tax of changes in income
and expenses as though
conversion to ordinary
shares had taken place.

DILUTED EARNINGS
PER SHARE (EPS)

Dilutad earnings divided by
diluted average number of
shares in circulation.

EARNINGS PER
SHARE (EPS)

Net profit for the year di-
vided by average number
of outstanding shares in
circulation, -

EBIT MARGIN

Earnings before interest
and taxes as a percentage
of sales.

EBITDA

Earnings before interest,
taxes, depreciation, amor-
tization and impairment
losses.

EBITDA MARGIN

Earnings before interest,
taxes, depreciation, amor-
tization and impairment
losses as a percentage of
sales.

EFFECTIVE TAX RATE

Tax on profit for the year as
a percentage of profit be-
fore income taxes.

EQUITY RATIO
Equity as a percentags of
total assets at year-end.

FINANCIAL GEARING
Net interest-bearing debt
divided by equity.

FREE CASH FLOW
Cash flow from operating
and investing activities.

NET INTEREST-
BEARING DEBT

Interest-bearing liabilities
less interest-bearing assets.

NET MARGIN
Net profit for the year as a
percentage of sales.

NUMBER OF SHARES

The total number of shares
excluding the holding of
treasury shares.

OPERATING PROFIT (EBIT)
Earnings before interest
and taxes.

PROPOSED DIVIDEND
PER SHARE

Proposed dividend divided
by number of shares at
year-end.

. R&D EXPENSES (%)

Research and development
expenses as a percentage
of sales. :

RETURN ON EQUITY

Net profit for the year as
a percentage of average
equity.
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