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The Novozymes
Report 2000
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This year Novozymes has launched an online reporting uni-
verse which brings together Novozymes' reporting on a
dedicated website.

The annual report is part of this website and is at the heart
of its content. We will continuously supplement the annual
repart with the latest information - such as our quarterly
announcements, news and teleconferences — until we tie
everything together once again in the next annual report.

The idea behind this reporting universe is to make informa-
tion maore accessible and meet users’ varying needs. Among
other things, individual users can therefore put together their
own version of the report using the “My Report” functionality.
It will also be possible to download teleconferences as pod-
casts or explore interactive coltages, for example.

This reporting universe should be seen in the context of the
rest of www.novozymes.com, with special updates and links
1o other pages an Novozymes' website. Comments and
feedback on the reporting universe and The Novozymes
Report 2006 are more than welcome and should be sent
to the editors.

OB ORE cHOY oW Ol

The Novozymes Report 2006 has been audited by Pricewater-
houseCoapers (PwC), which has also examined and assessed
the report on the basis of the AA1000 Assurance Standard.

This audit covered financial, social and environmental data,
and PwC has audited all of the articles in The Novozymes Re-
port 2006. Online these are marked +8§ Audited by PwC.
See also the statements in the report. PwC has not audited
the section of the report found online under the heading
“Qther information”.

“Other information” includes our Communication on Pro-
gress with respect to the Global Compact, an overview of
reporting with respect to the Global Reporting Initiative
(GRI}), and data from our activities in Brazil, China, Denmark,
Sweden, the UK and the USA.

The report has been produced in accordance with Internation-
al Financial Reporting Standards (IFRS), the Danish Financial
Statements Act, and the additional requirements of the
Copenhagen Stock Exchange for submitting accounts. It has
also been prepared in accordance with the Global Reporting
Initiative Guidelines for Sustainability Reporting {2002},

In the event of any discrepancy between the printed report
and the online version, the printed report is to take prece-
dence.
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Q/ 1 http://report2006.novozymes.com
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Innovation Is
the way forward

2006 was the year when energy - and alterna-
tive fuels - moved even higher up the global
political agenda. We were delighted to see this
at Novozymes.

We are working towards a future with the necessary balance
between better business and a cleaner environment and bet-
ter lives. Our products and technologies can help to over-
come many of the challenges the world currently faces in this
respect.

Cur results show that there is real interest in Novozymes'
biological solutions. In 2006, we recorded top-line growth of
8% and growth in earnings of 11%.

These are good results. But it remains very important for us
to focus on developing new products and technologies, and
optimising our existing ones, if we are to sustain this devel-
apment.

New competences create new opportunities

We are not resting on our laurels. On the contrary, we are
waorking hard 1o keep finding new applications for our tech-
nology and so open up new earnings opportunities. One
good example is the development of enzymes and technol-
ogy for second-generation bioethanol, and in 2006 we en-
tered into partnerships with bicethanol producers Broin in
the USA and China Resources Alcohol Corporation in China.

2006 also brought new knowledge, new research possibil-
ities and 279 new colleagues through the acquisition of
Qingdao Huayuan Fine Bio-Products Co. Ltd in China, Delta
Biotechnology Ltd in the UK and GroPep Ltd in Austrafia.
The latter twa companies’ expertise in ingredients for the
biopharmaceutical industry is helping Novozymes to build
up a broad partfolio of capabilities in this business area.

Innovation as spearhead

Novozymes is the market leader in enzymes and microorgan-
isms. One reason why we have gained this position is that
we use innovation strategically in the battle for market share
in both existing and new markets, in markets where we al-

ready have a foothold, we strive constantly to optimise our
existing solutions so that we can imprave our customers’
products and maintain — and ideally increase — our market
share.

In 2006, for example, we launched a new detergent enzyme
that can remove stubborn stains like blood, and a mare ef-
fective enzyme for the production of bicethanal from starch
using the ‘cold’ or ‘one-step' process. However, for Novozymes
innovation is not just about new or optimised solutions and
products. We also use innovatien actively in our own produc-
tion, and we improved our productivity once again in 2006.
Rising productivity makes for greater profitability and so in-
creased scope 1o invest in continued innavation.




Exciting times ahead
The world is changing all the time. We are continuing to see

new challenges emerging that we can meet by developing
new hiological soluticns, or the world suddenly becoming
ready for technologies that we have already developed. As

in 2006, we will remain an the lookout for new openings for
Novozymes' biotechnology and production facilities so that
we can continue to help promote sustainable development.

Steen Riisgaard, Presiden
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Sales,

markets and competitors

Novozymes sells more than 600 products in
more than 40 different industries in 130 coun-
tries worldwide. Sales of enzymes and micro-
organisms account for 95% and 5% respective-
ly of Novozymes’ business.

Biotechnology for industry

Novozymes' biological solutions form part of many different
industrial processes and are therefore involved in the manu-
facture of a very wide range of products.

Whether we are talking about enzymes, ingredients for the
biopharmaceutical industry, or microorganisms, Novozymes'’
goal is to use bictechnology as a new and better solution in
industry, and as a solution that can promote sustainability in
a broad sense. This is one of the ways in which we can work
with other companies towards sustainable development. We
are convinced that modern biotechnology and its application
to industrial problems are a key way forward in this respect.

Sales and markets

Novozymes generated healthy sales growth in 2006. Sales in-
creased by 8% to DKK 6,802 million from DKK 6,281 million
in 2005. Growth in local currencies was 9%, and organic
growth was just above 7%.

The main growth engines for Novozymes in 2006 were de-
velopments in the developing markets and in bioethanot.

Geographical distribution of sales

Enzymes for industrial use

Enzymes for industrial use accaunt for 35% of Novozymes'’
sales, making thern our largest business segment. They are
divided into the following categories:

» Detergent enzymes

» Technical enzymes

» Food enzymes

» Feed enzymes

Enzymes for detergents

Sales of detergent enzymes grew by 1% in 2006. Growth in
local currencies was 2%. The improvement was due primarily
to growing sales of detergent enzymes in the developing mar-
kets and to increased market penetration for new products
in general. The overall development was also buoyed by the
stabilisation of sales in more established markets during 2006.

Novozymes launched one new enzyme for detergents in
2006.

The positive trend in the developing markets is expected to
continue in 2007. Novazymes anticipates sales growth of 1-
3% in 2007.

» Novozymes’ market share: 50-55%

» Anticipated long-term annual sales growth in local
currencies; 1-3%

Distribution of sales in %

North America 30% Asia Pacific 21%

~y

Eurape,
Middle East
& Africa 42%

Latin America 7% %

Microorganisms 5% Detergent enzymes
Feed enzymes 10% 30%

Food enzymes 24% Technical enzymes

31%




Technical enzymes

The most important products in this business area are en-
zymes far the starch, textile and bioethanol industries, as
well as enzymes for the leather and forest products industries
and various other smaller industries. Sales of recombinant in-
gredients to the pharmaceutical industry and sales of hy-
aluronic acid are also included in this business area in 2006.

Sales of technical enzymes grew by 23% in 2006, due pri-
marily to strong growth in sales of enzymes to the bioethanol
and starch industries. In local currencies, sales of technical
enzymes increased by 24% in 2006.

The growth in sales of enzymes for bioethanol was driven
primarily by burgeoning demand in North America. Sales in
Europe and Asia showed healthy growth rates, albeit still
from very low levels. The growth in the bicethanol market is
due partly to a global desire to increase the use of alternative
energy sources and the associated paolitical support.

Enzymes for the starch industry, which are used in the manu-
facture of sweeteners, showed healthy growth rates, due part-
ly to increasing demand for alternatives to sugar, and partly to
increasing use of sweeteners in general, especially in Asia.

Sales of detergent enzymes

DKK million

2,500

2,000

1,500

1,000

50¢
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There was a small increase in sales of enzymes to the textile
industry, primarily driven by increased sales to the textile mill
industry,

Sales of recombinant ingredients to the biopharmaceutical
industry and sales of hyaluronic acid both increased, boosted
by three acquisitions made in 2006. Fram 2007 onwards,
sales of biopharmaceutical ingredients will be reported as

a separate business area. Sales of biopharmaceutical ingre-
dients accounted for DKK 134 million of the total for the
“Technical enzymes’ business area in 2006.

Novozymes launched three new products in this business area
in 2006, including two new enzymes for the production of
bioethanol from starch using the ‘cold’ or ‘one-step’ process.

Sales of enzymes to the bioethanol industry are expected
to make a major contribution to Novozymes' overall sales
growth again in 2007. Sales of technical enzymes as a whole
are expected to grow by around 15% in 2007 (exclugding
biopharmaceutical ingredients).

» Novozymes' market share: 50-55%

» Anticipated long-term annual sales growth in local
currencies: around 15%

Sales of technical enzymes
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Enzymes for food Enzymes for feed
Food enzymes include products for the baking, brewing, Sales of feed enzymes were 6% lower than in 2005, both in
heverage alcohol, fruit juice and wine industries, and other DKK and local currencies. The decrease was due primarily to
food industries such as the dairy industry and the oils & lower prices for the phytase product group, changes in prod-
fats industry. uct mix and to local competition in China. Another reason
for the development in 2006, which will also affect sales in
Sales of food enzymes grew by just below 8% in both the future, is the nature of Novozymes' alliance with DSM in
DKK and local currencies. Increased sales of baking enzymes the feed enzyme area. Productivity improvements for new
contributed to this growth, with the successful implementa- phytase products have had a negative impact on the top line,
tion of a new distribution set-up in the North American mar- as part of the increase in productivity is shared with the partner.
ket and increasing market penetration having had a particu-
larly positive impact. Sales of enzymes for beverage alcohol Novozymes anticipates growth in sales of feed enzymes of
and processed foods also showed healthy growth, driven 1-3% in 2007,

partly by rising demand in Asia, while sales of enzymes to
the brewing industry were on a par with 2005. » Novozymes’ market share: 40-45%
» Anticipated long-term annual sales growth in local
Novozymes launched two new preducts in this business area currencies: 5-10%
in 2006: one for the baking industry and one for the brewing
industry.

Sales of food enzymes are expected to grow by 3-5% in 2007.
» Novozymes” market share: 30-35%

» Anticipated long-term annual sales growth in local
currencies: 10-15%

Sales of food enzymes Sales of feed enzymes
DKK milfion DKK million
2,000 1,000
1,600 800
1,200 I 600 z I
800 —| 400 l I I
| | |




Microorganisms for industrial use

This business area includes microorganisms for institutional
and household cleaning, wastewater treatment, aguaculture
and piant care.

Sales of industrial microorganisms grew by 13% in 2006.

In local currencies growth was 14%. There was a generally
positive sales trend in all areas, but sales for institutional
and household cleaning made a particular contribution to
growth. Although still a small area, sales of microorganisms
for aquaculture showed very good growth rates. The geo-
graphical diversification of sales continued, with a growing
share of sales in Asia and Europe.

Novozymes launched twoe new products for institutional and
household cleaning in 2006.

Growth in 2007 is expected to be moderate.
» Novozymes' market share: around 50%

» Anticipated long-term annual sales growth in local
currencies: around 10%

Sales of microorganisms

DKK million
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Biopharmaceutical ingredients

Biopharmaceutical ingredients will be a separate business
area with effect from 2007, spanning sales of recombinant
ingredients and new technologies to the biopharmaceutical
industry.

Up 10 and including 2006, these have been reparted as part
of the "Technical enzymes’ business area and include sales
from Novozymes Biopharma in Sweden and the two com-
panies acquired by Novozymes in this area in 2006: Delta
Biotechnology Ltd in the UK and GroPep Ltd in Australia.
Sales totalled DKK 134 million in 2006.

Developments in 2007 will be significantly affected by the
full-year effect of the acquisitions made, and the area is
expected to grow by 100%.

» Anticipated long-term annual sales growth in local
currencies: 10-15%

State of competition

Novozymes maintainad its position as the global market
teader in enzymes and microorganisms for industrizl use in
2006. The company’s global market share is estimated to be
46% for enzymes and 50% for microorganisms.

State of competition within enzymes for industrial use

Others 24%

Novozymes 46%

BASF 4%
DSM 6%

%
Danisco/Genencor 20% %
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Report of
the Board of Directors

2006 was another satisfactory year for Novo-
zymes. The company lived up to its expecta-
tions for sales and earnings, and its financial
results and market position in 2006 are consid-
ered very satisfactory.

This performance can be attributed largely to continued in-
novation, product launches and productivity improvements.

2006 saw the acquisition of a number of interesting assets,
including Delta Biotechnology Ltd and GroPep Ltd, which are
expected to contribute to the development of a new busi-
ness area within biopharmaceutical ingredients and so to
future growth,

Financial results

Novozymes generated sales of DKK &,802 million in 2006, an
increase of 8% compared with 2005. Organic growth was
just above 7%. Operating profit grew by 11% to DKK 1,340
million, and the operating profit margin climbed to 19.7%.
Net profit increased by 6% to DKK 911 million. Free cash
flow before acquisitions was DKK 1,058 million.

Environmental and social results

Novozymes is continuing to work on more efficient utilisation
of resources. The original targets for 2006 were maximum
increases of 7% and 9% in the consumption of water and
energy respectively, based on sales growth of 7% in local
currencies, As the realised growth for 2006 calculated in lo-
cal currencies was 9%, the targets were revised to 9% for
water and 11% for energy to reflect the higher level of activ-
ity. Novozyrmes met both these targets.

A number of other targets were also set for Novozymes' en-

vironmental and social performance in 2006; with the excep-
tion of the target for employee turnover, all quantitative tar-

gets were met.

Shareholder value

Novozymes A/S’ B share ended the year at DKK 486, corre-
sponding to an increase of 41% over the year. There was some
turbulence on the stock market in 2006, due partly to disap-

pointing figures for the European economy, fears of rising in-
terest rates and inflation, and volatile oil prices. The Novozymes
share outperformed the Copenhagen Stock Exchange’s
OMXC20 blue-chip index, which gained 12% in 2006.

Novozymes' market capitalisation was DKK 31.& billion at
the end of 2006, an increase of DKK 7.6 billion since the
start of the year and DKK 20.3 billion since the company was
first listed on the stock exchange in 2000. Novozymes has
also paid a total of DKK 1,135 million in dividends to share-
holders since the stock exchange listing in 2000. The pro-
posed dividend for 2006 is DKK 278 million. The Board is ex-
tremely pleased with this performance.

Far the sixth year in a row, Novozymes was ranked by Dow
Jones Sustainability Indexes as the most sustainable bictech-
nology share, both in Europe and worldwide. This ranking
backs Novozymes' continued work on economic, environ-
mental and social responsibility as a source of value in the
company’s long-term growth.

Novozymes made total payments to shareholders of DKK
1,362 million in 2006, breaking down into a dividend of DKK
255 million for the 2005 financial year and share buy-backs
of DKK 1,107 million. The Board recommends a payout of
DKK 4.50 per share, which is in line with the existing divi-
dend poalicy.

Novozymes has regularly bought back shares and cancelled
them in recent years, so reducing its share capital. These buy-
backs have formed part of the adjustment of the company’s
capital structure initiated in 2004, when the Board approved
a buy-back programme with a ceiling of DKK 2.5 billion, sub-
sequently extended to DKK 4 billion. Since floating in 2000,
Novozymes has bought back shares for a total of DKK 4,016
million, DKK 3 billion of which under the above ceiling.

The Annual Meeting of Sharehalders on March 1, 2006 re-
solved to write down the company’s share capital by DKK 46
millien. Following this write-down, the company has share
capital of DKK 650 million, corresponding to 65 million
shares. The ceiling for the year's buy-backs was raised during



the year from DKK 1,000 million to DKK 1,350 million.
Novozymes bought back shares for DKK 1,107 million in
2006. This leaves Novozymes' equity ratio at around 43%,
which means that the aims of the capital adjustment pro-
gramme have been achieved. Share buy-backs of up to DKK
500 millien are anticipated in 2007 under the existing DKK
4 hillion buy-back programme.

Novozymes has two classes of share: A and B. All of the A
shares are owned by the holding company Navo A/S, which
holds the voting majority in Novozymes. The Board still con-
siders it an advantage for Novozymes to have a stable, long-
term shareholder with a sharp focus on the company deliver-
ing shareholder value.

Long-term financial targets

In 2005 the Board confirmed that the long-term financial ex-
pectations for Novozymes formulated in connection with its

admission to the stock exchange in 2000 had been fuifilled.

Given the current earnings levels, Novozymes wishes to de-
velop and extend the existing business and focus on long-
term growth, while retaining the company’s existing financial
targets. In the light of the sharper focus on acquisitions and
increased investment in long-term growth opportunities in-
troduced in 2005, the Board has therefore again decided to
retain the company’s long-term financial targets. These are:

» Annual growth in operating profit of at least 10%

» Operating profit margin of around 17%

» Return on average invested capital after tax of at least 15%
per annum

Expectations for 2007

Novozymes has the following expectations for its financial,
social and environmental performance in 2007:

Financial expectations

» Growth in sales of 8-10% in local currencies, or 7-9% in
DKK terms at current exchange rates

+ Growth in operating profit of 5-7%. Exchange rate move-
ments are expected to have a negative impact on growth in
operating profit in 2007. All other things being equal, the
sensitivity of operating profit to fluctuations in exchange
rates in 2007 is expected to be DKK 35-45 million for the

Al TR ARy 1S Al b VAT

USD and DKK 5-10 miillion for the JPY, based on a 5%
change in the exchange rate

» Operating profit margin of around 19%

» Net financial costs of arcund DKK 110 millign

» Growth in net profit of 5-7%

» Return on invested capital after tax of 19-20%

» Free cash flow before acquisitions of DKK 800-900 million

» Investments in property, plant and equipment before acqui-
sitions in the region of DKK 600-700 million

Since around 98% of Novozymes' sales take place outside
Denmark, fluctuations in the exchange rates for the most im-
portant sales currencies will have a significant impact on the
financial results for 2007. The company’s financial expecta-
tions are based on the spot rate on January 24, 2007 for its
most important currencies, including the USD and IPY.

(DKK) usp IPY CNY
Average exchange rate for 2006 595 5.1 74.58
Spat rate on January 24, 2006 573 4.72 73.75
Change (4%} {8%) {1%:;

Social and environmental expectations
Novozymes' environmental and social goals include both
quantitative targets and qualitative targets for the develop-
ment of the business in terms of social responsibility.

Quantitative targets for 2007

» Limit the increase in water consumption to a maximum of
1% less than realised sales growth in local currencies

» Limit the increase in energy consumption to a maximum of
1% less than realised sales growth in local currencies

» Achieve a percentage of waste recycled of more than 40%

» Limit emissions of ozone-depleting HCFCs to below 2,300 kg

» Avoid significant spills/releases

» Keep employee turnover helow 8%

» Keep employee absence below 3%

» Avoid fatal occupational accidents

+ Avoid life-threatening or serious occupational accidents

» Keep the frequency of occupational accidents below 4.5
per million warking hours

Qualitative targets for 2007

Novozymes has a goat of increasing its contribution to sus-
tainable development and working together with both cus-
tomers and suppliers in this respect. There will be a particular
focus on reducing emissions of greenhouse gases.



» Develop a method of indicating the potential of enzyme
products to reduce emissions of greenhouse gases

» Reduce greenhouse gas emissions by more than 35,000
tons through growth in selected industries

» Develop a step-by-step approach to how and when collab-
oration with suppliers on sustainability issues is to be fur-
ther developed

Business highlights 2006

Enzymes for industrial use

Novozymes launched six new enzyme products in 2006, in-
cluding solutions for the detergent and bicethanol industries.
The number and quality of research projects under develop-
ment remain high, which bodes well for the company con-
tinuing to launch five to seven new products a year.

Bioethano! was a focus area in 2006, not only in the media
but also politically. Sales of enzymes to the bioethanol indus-
try made a significant contribution to Novozymes' sales
growth in 2006, Demand for enzymes for this type of fuel is
expected to continue to make this business area particularly
interesting for Novozymes in the future.

Also in the bioethanol field, Novozymes entered into two
alliances in 2006 focusing on the future technology where
bicethanol is expected to be produced from cellulosic materi-
al, also known as biomass. In June the company concluded a
cooperation agreement with the Chinese company China Re-
sources Alcohol Corporation covering research into technol-
ogies for using cellulosic biomass to produce bicethanol, and
in October Novozymes extended its existing partnership with
US company Broin to include the development of commer-
cially viable bicethano! from biomass.

Asia is growing in importance for Novozymes. Over the last
three years, sales there have grown by an average of 10% a
year. Rising standards of living in a number of countries and
growing interest in the enviranment spell good opportunities
for continued sales growth.

Continued productivity improvements were one important
reason why Novozymes was able to deliver growth in operat-
ing profit of 11% in 2006 despite rising raw material and en-
ergy prices and increasing investment in long-term growth.
Amang other things, productivity improvements were helped
by the launch of two new bioethanol products.

Microorganisms for industrial use

The microorganisms business put in a satisfactory perform-
ance in 2006. It continued its geographical diversification,
and what was once a primarily North American business
generated more than 30% of its sales outside North America
in 2006.

Several new products were launched during the year, includ-
ing Novo BioClean, a microorganism for institutional and
household carpet-cleaning agents.

In September 2006 Novozymes acquired a pest control
technology for the micreorganisms business. This technol-
ogy supplements the company’s existing activities in micro-
organisms.

Biopolymers and recombinant ingredients for the
biopharmaceutical industry

At the beginning of 2006 Novozymes acquired the shares of
Qingdao Huayuan Fine Bio-Products Company Ltd, a small
Chinese producer of hyaluronic acid. This gave Novozymes
access to a dedicated manufacturing facility for the produc-
tion of biopolymers. The acquisition also supplemented the
existing product portfolio.

With a view to becoming a leading supplier of recombinant
ingredients to the biopharmaceutical industry, Novozymes
also focused on recombinant ingredients for cell cultures in
2006. Cell culture ingredients are used in the production of
certain hiopharmaceutical preducts. in 2006 Novozymes
acquired two companies working mainly in this area. The
acquisition of Delta Biotechnology Ltd in the UK and GroPep
Ltd in Australia has given Novozymes extensive know-how in
recombinant ingredients and a commercial platform, supple-
menting Novozymes’ own research project in recombinant
human serum albumin for cell cultures. Following the acqui-
sition of these two companies, Novozymes expects to be
able in the future to offer a platform of non-animal ingredi-
ents spanning the three main ingredients for cell cultures in
the production of bicpharmaceutical preducts.

The development of plectasin is proceeding to plan. Plectasin
is an antimicrobial peptide and a potential new antibiotic.
Preliminary research resuits suggest that it can combat multi-
resistant bacterial infections. The project is now in the pre-
clinical testing phase, and Novozymes is working actively on
finding the right partner to handle the bulk of the remaining



development process and potential commercialisation of the
product.

Other business matters

Significant pending litigation

The Danish arbitration case brought by Danisco in 2001 con-
cerning Novozymes' alleged unlawful use of lipase-related in-
venticns and alleged failure to fulfil some of its contractual
obligations was settled in 2006 to both parties’ satisfaction.

The US lawsuit concerning Danisco’s infringement of a pat-
ent in the bicethancl industry has been partially decided in
the court of first instance. In August 2006 it was established
that Danisco’s subsidiary Genencor has infringed one of
Novozymes' patents. The matters of damages and injunc-
tions are expected to be decided by the same court in the
first quarter of 2007.

Potential business risks

Novozymes' business builds largely on the contained use of
gene technology for industrial applications. Society's accept-
ance of the use of this technology is therefore of great im-
portance. Novozymes strives for openness towards its stake-
holders and works actively to communicate the advantages
of using gene technology.

As a result of Novozymes' global activities and substantial
sales in foreign currencies, the company is exposed to move-
ments in exchange rates. Currency exposure is therefore a
significant financial risk factor for the Group. Novozymes
hedges its currency exposure with the primary aim of reduc-
ing any negative impact of changes in exchange rates and in-
creasing the predictability of the Group's financial results.

Events occurring after the close of the financial
year

In 2004 a share-based incentive programme was introduced
for Novozymes' Executive Management ¢overing the period
2004-2006. A pool of 185,955 B shares was allocated for
this purpose from the company’s holding of treasury shares,
After the results for 2006, the total economic value added
during the period was DKK 1,694 million. The full share bo-
nus has therefore been released to the Executive Manage-
ment following the Board's approval of the annual report.

New incentive programmes for Executive
Management and other employees

The Board of Directors has approved new incentive pro-
grammes for Executive Management and the company’s
other employees with effect from 2007. Both programmes
are based on share aptions and cover the years 2007, 2008,
2009 and 2010. It has also been decided to extend the exist-
ing incentive programme for managerial employees by two
years, so that all the company’s incentive programmes now
run up to and including 2010.

The three share option programmes are based on fulfilment
of Novozymes” ambition of achieving sales of DKK 10 billion
in 2010 ana of specified financial and non-financial targets.
The new incentive programmes are described in detail in
“Financial, environmental and social discussion”.

Remuneration of the Board of Directors

It has also been decided to recommend to the Annual Meet-
ing of Shareholders that the Board's remuneration be in-
creased from DKK 3 millien to DKK 4 million with effect from
lanuary 1, 2007.







Corporate
governance

Corporate governance is about frameworks for business
management, including the overall principles and structures
regulating interaction between the company's management
bodies. The aim is openness and transparency, {0 give our
stakehaolders a relevant insight into the business.

In line with the 'comply or explain’ principle, the Board has
considered the revised Corporate Governance Recemmenda-
tions which form part of the disclosure obligations for com-
panies listed on the Copenhagen Stock Exchange.

The Board is of the opinion that Novozymes conforms to the
Copenhagen Stock Exchange’s recommendations in the most
appropriate way. Thus the company complies with the re-
vised recommendations with two exceptions:

» Information on the remuneration of the company's man-
agement is provided at an aggregate rather than an individ-
ual level.

» Due 1o the limitations of the law, the articles of association
of the Novo Nordisk Foundation, and the ownership struc-
ture of Novozymes, the Board reserves the right to reject
takeover bids without presentation to shareholders in cer-
tain circumstances.

Over a number of years Novozymes has used and further de-
veloped a self-assessment system which meets the recom-
mended criteria for the work of the Board and Executive
Management. As part of the Board's annual follow-up work,
the self-assessment in 2006 resulted in the following initia-
tives:

> Continuing the practice of having senior employees giving
presentations at Board meetings.

» Continuing the practice of the Board visiting one of
Novozymes' subsidiaries in connection with the annual
strategy meeting, assuming there is a natural tie-in
between the meeting’s main strategic themes and the sub-
sidiary’s activities and/or geographical location.

» Continued focus on growth.

» Greater clarity about the background to the discussion of
given topics, and clearer formulation of the expectations of
individual Board members with respect to preparation for
and contributions to the discussion.

Better coverage at Board meetings of topics relating to
communication, organisational development and human

resources.

Continued focus on risk factors through the use of the risk
matrix and the annual reporting on the company's insur-
ance position.

Formulation of a descripticn of Executive Management’s
specific expectations of individual Board members, possibly
with the Chairman’s mediation.

» Formulation of an overview of the Board's core skills, in-
cluding any missing skills,

See also the article “Safeguarding Novozymes’ values en-
sures cohesion and development”.
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For a detailed description of Novozymes' approach
to corpoarate governance and its management
and control systems, including an update with
respect to the revised Corporate Governance
Recommendations from the Copenhagen Stock
Exchange, see www.novozymes.com > About us




Acquisitions strengthen
Novozymes in
biopharmaceutical
ingredients

Ingredients produced with the help of gene
technology are gaining ground in the biophar-
maceutical industry. Novozymes came a big
step closer to its goal of being a leading suppli-
er of recombinant ingredients for cell cultures
in 2006 and is now close to being able to sup-
ply the three most important such ingredients.
Our strategy in this area includes both internal
projects and acquisitions.

The biopharmaceutical industry produces a variety of medi-
cines based on proteins which ¢an in many cases only be ob-
tained from the organs or blood of animals or humans. There
is therefore a risk of transferring disease from animals to hu-
mans or between humans, and so the authorities are keen
for these ingredients to be replaced with other, risk-free solu-
tions. This may mean ingredients produced with the help of
gene technology, also known as ‘recombinant’ ingredients.

Recombinant ingredients do not transfer disease and also
have a number of other advantages aver ingredients from
animals and humans, The recombinant production methed
results in more uniform quality and ensures that customers
can be supplied with sufficient quantities of ingredients, pre-
cisely because production is not dependent on material trom
animals or humans.

Novozymes in a strong position

Novozymes' activities in the biopharmaceutical field include:

» Production of biopharmaceutical proteins

» Development of recombinant human serum albumin {rHSA)
for cell culture media

» The activities of the companies Delta Biotechnology Ltd
and GroPep Ltd acquired by Novozymes in 2006

Several of these areas are still under development.

The biopharmaceutical industry uses cell culture media to en-
sure the right growth conditions for the cell cultures used in
the manufacture of medicines. Three ingredients are particu-
larly important in cell culture media: albumin, transferrin and
insulin analogues, which transport nutrients to the cells so
that they can grow.

Thanks to the know-how, technology and expertise at
Novozymes Delta and Novozymes GroPep, Novozymes ex-
pects to command a strong positicn when competing in this
market. Novozymes could become the only producer capable
of delivering a recambinant version of all three of the most
important ingredients, so eliminating the risk of transferring
disease.

Novozymes is working with leading distributors like Millipore/
Celliance and SAFC Biosciences that specialise in supplying
solutions to the biopharmaceutical industry. This will help to
ensure that the products have the best possible access to the
pharmaceutical market.

Novozymes Delta Ltd

In July 2006 Novozymes acquired UK company Delta Bio-
technology Ltd {now Novozymes Delta Lid) from the sanofi-
aventis group. The Nottingham-based company generated
sales of around DKK 100 million in 2006 and has around
100 employees. The acquisition has brought additional
know-how and technology in the market for recombinant
human serum albumin {rHSA).

Novozymes Delta's most important product is Recombumin®,
an FDA-approved rHSA product. Its uses include extending
the shelf-life of vaccines.

As well as several other rHSA projects, Novozymes Delta
has a development project in recombinant transferrin,
a protein which is particularly good at transporting iron.

The acquisition has also given Novozymes a technology




called albufuse™, which can extend a medicine’s action

by fusing it with albumin, and significant expertise in
the production of proteins in yeast cells.

Novozymes GroPep Ltd

In December 2006 Novozymes acquired Australian listed
company GroPep Ltd (now Novozymes GroPep Ltd).

The Adelaide-based company generated sales of around
DKK 70 million in the 2005/06 financial year and has around
80 employees.

[ts most important product is an insulin-like growth factor (IGF)
analogue. Novazymes GroPep Ltd also markets a number of

other recombinant cel culture ingredients for the bicpharma-
ceutical industry and has a specialist sales organisation which

A

works with the big distributors on marketing these

ingredients to the biopharmaceutical industry. The company

has various pharmaceutical projects under development.
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Read more about the preducts and technologies
of Novozymes Delta Ltd and Novozymes GroPep Ltd at
www.biopharmaceuticals.novozymes.com
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Novozymes’ innovation

to extend far and wide

Novozymes' innovation is wide-ranging, and
we are pursuing a strategy of moving into new
areas where we can apply our core technol-
ogies. In the enzyme business, we have set
ourselves the target of promoting innovation
and finding completely new and different ways
of using enzymes.

Novozymes invested 13% of sales in research and develop-
ment in 2006, an increase on 2005. This is due partly to our
long-term growth initiative from 2005, when we decided to
invest up to DKK 60 million more & year in market-expanding
activities over a period of four to five years.

This DKK 60 million is being used primarily to discover and
develop new business areas, partly through the New Business
Development department created in 2005 to focus on new
areas in enzymes and microorganisms. However, these new
projects are still at a very early stage.

In connection with Novozymes' 2005 strateqgic initiative, we
have sharpened our focus on research projects with the po-
tential for large returns. We have accepted higher levels of
risk for these projects than for our other research projects.
This increased risk exposure needs to be seen in the light of
how Novozymes’ growing earnings capacity has put us in a
better position to concentrate on accelerating growth.

Radical innovation in the core business

In enzyme research we have been focusing on radical innova-
tion ~ in other words, the ability to discover new products,
technologies or solutions which will make a fundamental dif-
ference in our customers’ markets, rather than simply im-
proving existing products. In this context we have analysed
the basis for innovation at Novozymes, our innovation cul-
ture, and even our research arganisation. Actions taken
include adapting our organisation and systems to promote

a climate of innovation and provide a better platform for
radical projects at Novozymes.

Patents protect the business

Novozymes protects its new knowledge and inventions
through an active patenting strategy. We file patent applica-
tions for new products, processes and applications as early as
at alt possible. If anyone infringes our patents, we take the
necessary steps to protect our intellectual property rights,
where necessary pursuing the matter through the courts.

At the end of 2006 we had more than 5,000 granted or
pending patents. We regularly adjust our patent portfalio to
ensure that we retain only those that we believe are, or may
one day be, important for our business.

Novozymes' technological platform

Novozymes' core technological expertise centres on enzymes
and other protein molecules — from us discovering them to
their production and their use by our customers or consumers.
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Our most important technologies are:

» Quickly identifying the microorganisms which produce the
particular type of enzyme we are after for a specific appli-
cation. This technology is known as high throughput
screening and is performed using Novozymes' extensive
collection of bacteria, fungi and yeasts.

» Modifying characteristics so that, for example, they are op-
timised for the conditions under which the enzyme will be
used in the end-product. This technology is known as pro-
tein engineering.

» The design of efficient microorganisms which can secrete
large quantities of enzymes. This means that we can use a
number of gene technology tools to ensure that our en-
zymes can be preduced in large quantities.

Status of selected innovation projects

Antimicrobial peptides

Advances have been made in Novozymes' research into anti-
microbial peptides, including the project to develop the pep-
tide plectasin, a potential new antibiotic. We have managed
to improve the malecule so that it combats not only Strepto-
cocdci but also Staphylococdi, including the resistant Staphylo-
coccus MRSA. MRSA is present in hospitals worldwide and is
a big problem because it is resistant te afl known antibiotics
bar one. Antimicrobial peptides appear to have a major ad-
vantage over conventional antibiotics because it is harder for
bacteria to develop resistance to these peptides.

Novozymes has identified a lead candidate which is now in
the preclinical testing phase. We expect to complete these
tests in 2007, and our plan is to find a partner for the later
phases of clinical testing. We also have projects looking at a
number of other antimicrabial peptides, but these are still at a
very early stage.
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Enzymes for biopharmaceutical therapy
Navozymes is warking with Solvay Pharmaceuticals to devel-
op and produce enzymes for a new type of medicine for pa-
tients with cystic fibrosis, chronic pancreatitis and cancer of
the pancreas. These patients are unable to digest their food
and must therefore take several large capsules of medicine
with every meal. The aim of the project is to develop en-
zymes from microarganisms as an alternative to the current
solution of enzymes recovered from animal pancreases.

If the project is a success, patients wilt only need to take one
pill per meal. Patients will alse be spared any worries about
the risk of disease being transferred from the animals from
which the existing medicines are extracted. In 2006 Solvay
Pharmaceuticals began phase | clinical trials of the first prod-
uct to result from the partnership.

Bioethanol

We are conducting intensive research into new enzyme prod-
ucts for the production of bioethanol from both starch, such
as maize {corn), and biomass, such as straw, stalks {stover)
and other waste from agricultural production. Read more in
the separate article “New technology to enable use of plant
waste"”.

Microorganisms for industrial use
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Microorganisms, genetic

engineering and safety

Microorganisms are an important starting point
for Novozymes' biological solutions. Put simply,
they are our raw material, while genetic engin-
eering is an important technique behind our
product and production development. As the use
of microorganisms can pose a risk, safetyis a
priority whenever they are used at Novozymes.

Genetically modified microorganisms

Say the word ‘bacteria’ and most people think of disease.
Some bacteria and fungi are indeed hazardous and can cause
serious diseases, but it depends on the type of organism.
Most bacteria and fungi are harmless in their natural state.

Novozymes' business is providing biological solutions for in-
dustry. Among the most important elements of Novozymes'
biotechnology are microarganisms and gene technology.

» Qur microorganisms are bacteria and fungi. We differen-
tiate between those found everywhere in nature, known
as wild-type strains, and those used in our production,
known as production strains.

» Gene technology is a method that enables our researchers
and laboratery technicians to transfer genes or characteris-
tics from wild-type strains to production strains.

Preduction itself takes place in fermentation tanks, so-called
contained use. The production strains make the desired
enzymes, which are then recovered and formulated for use.

Over the years Novozymes has used a relatively small number
of different microorganisms as preduction strains. These are
all well-known and of types generally considered safe.

One example is the fungus Aspergifius oryzae, which has
been used in food manufacture for many years. Some 20
years ago this became the first genetically modified micro-
organism to be used in our preduction of enzymes. We have
made extensive use of Aspergillus oryzae ever since.

Pathogenic microorganisms

A small number of Novozymes' products are made with the
help of potentially pathogenic bacteria, which are not genet-
ically modified.

We are keenly aware that these microorganisms pose a risk
and have therefore introduced special rules for risk assess-
ment, handling and producticn, For example, production
must be physically contained, and employees involved in pro-
duction must be specially trained.

Potentially pathogenic microorganisms are only used where
there is no alternative, and never for enzyme production,

Production of microorganisms

In recent years Novozymes has built up a new business area
for the production and sale of live microorganisms. These
microorganisms are not genetically modified or pathogenic.
These are microorganisms — wild-type strains — with valuable
characteristics that can be used in areas such as wastewater
treatment and dleaning agents for both institutional and
household use.
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Novozymes® use of gene technology is described in detail
at www.novozymes.com > Qur science




New technology
to enable use
of plant waste

Cars that run on fuel produced from biomass
such as plant waste are a realistic possibility
within the foreseeable future. Novozymes is
conducting intensive research into this very
technology and entered into new collaboration
agreements in both the USA and China in 2006.
But the potential for substituting crude oil
with biomass goes beyond just bioethanol -
Novozymes is also researching enzymes which
may eventually make it possible to produce
the likes of plastics from plant material.

The bioethanal that we can currentiy put into our cars is

made either from starch, primarily maize (corn) or wheat,

or from sugar {from sugar cane or sugar beet). But several

companies are intensively researching the production of fuels

from biomass instead, with the result that we are now distin-
guishing between two different generations of bicethanot:

» First-generation bicethanol is produced from starch from
crops that could also be used as food, such as maize and
wheat.

» Second-generation bioethanol is produced from cellulosic
biomass, such as sawdust and agricultural waste like leaves
and straw,

USA leads the way

The USA in particular is leading the way in producing and
developing the market for bicfuels. This is due in part to the
country’s huge expanses of farmland, which are increasingly
being used to grow crops specifically for the biofuel industry.
There is also a sharp poiitical focus in the USA an making the
country’s energy supply less dependent on oil.

Biofuels have environmental benefits too in the form of low-
er CO, emissions than conventional petrol {gasoline) derived

from crude oil. These gains will be even greater with second-
generation technalogy, as a larger part of the plant material

can be used.

Focus on new technology
Enzymes are an essential part of the process of producing
bioethanol from starch. Novozymes' latest enzymes offer

very high yields in the form of sugar to turn into fuel.

However, first-generation bioethanol has its limitations.
There is, quite simply, a limit to just how much farmers can
praduce. Even if they manage to get more out of the soil and
mare out of their crops, there still needs to be enough left to
feed both people and animals. A report from the US National
Corn Growers Association shows, for example, that bio-
ethanol from starch and sugar can meet no more than 10%
of North America’s fuel consumption. The current level is 3%.




There is therefore strong interest in second-generation tech-
nology, where enzymes turn biomass into sugars that can be
used to produce bioethanol, as there are larger quantities of
biomass available, in the form of straw, stalks (stover) and
other waste from agricultural production, than there are of
edible crops. The challenge with the new technology is that
it is very difficult to break down and convert the cellulose in
straw intc sugars. in 2006 Novozymes entered into new col-
laborations with US, Chinese and Danish partners to devel-
op the technology for second-generation biofuels. We estim-
ate that bioethanol fram biomass could be on the market
within four or five years.

Bio-based materials

However, the possibilities for using plants as an alternative to
finite oil resources go well beyond this. In principle, other oil-
based products such as plastics and artificial fibres could be

produced in a similar way to bioethanol.

As with fuels, it will be possible to make bio-based materials
either from starch and sugar or from biomass. It is naturally
the latter process which has the greatest potential, as the use
of biomass means that more raw materials will be available,
It is also good for the environment to be able to use a larger
part of the plants from agricultural production.

2

Read more abeut biomass at
www. biomass.novozymes.com




Asla
— a growth area
for Novozymes

Asia is growing in importance for Novozymes.

Sales there have grown by an average of 10%

per annum over the last three years, including

in 2006. Rising standards of living in a number

of countries and growing interest in the envir-

onment spell growing demand for Novozymes’
products in Asia.

In its 11th five-year plan, rolled out in 20086, the Chinese
government introduced a goal of saving energy, making bet-
ter use of raw materials, and generally working towards a
better environment. This means that Novozymes will be able
to continue to sell large numbers of enzymes in China.

We are seeing the same pattern in other Asian countries,
which are constantly growing in importance for Novozymes,
Not only is the basis for doing business constantly improving,
but there is a real focus on promoting biotechnology at uni-
versities. This is particularly the case in India and China,
which means that we are increasingly encountering high
levels of expertise in biotechnology.

At the start of the year Novozymes expected Asia to be one
of the most important growth engines in 2006, and this
proved to he the case. It is first and foremost China which is
behind Novozymes' growth in Asia, but sales of enzymes are
rising in many other Asian nations too, In 2006 we generated
growth in virtually every industry, with enzymes for the deter-
gent and starch industries enjoying a particularly good year.

Demand for high-quality detergents
The growth in sales of detergent enzymes is due primarily to
rising standards of living. Consumers in Asia are washing
their clothes more often, and more are buying their own
washing machine and demanding high-quality detergents,







o TR IRV ARyl Nl ST

More and more detergents in the Asian market now contain
enzymes, and Novozymes has managed to sell enzymes to
some of the biggest brands in China. Part of our success is
due to the enzyme Polarzyme®, which was launched in 2005
and made its breakthrough in 2006. Polarzyme is particularly
effective at low temperatures, which is important in Asia
where many people wash at temperatures of around 20°C.

The growth in sales of enzymes to the starch industry is due
to @ number of factors. Higher standards of living are fuelling
demand for goods such as soft drinks, and the rising price of
sugar has made it more attractive to use alternative sweeten-
ers, such as those converted from starch using enzymes.
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Bioethanol on the up in China

China currently produces roughly the same amount of
bioethanol as all the EU countries put together, and we ex-
pect China to become an important market for enzymes for
the production of bioethanol.

As China has to import maize (corn) and cereals for foed
use, there is a great deal of interest there in developing the
technology for preducing bioethancl from plant waste (bio-
mass), known as 'secand-generation’ biocethanol. In 2006
Novozymes entered into a three-year cooperation agreement
with China Resources Alcohol Corporation (CRAC) on the
development of this technology. Among other things, the
agreement means that Novozymes and CRAC have created a
development team to work at a pilot plant set up specifically

for this project.




Safeguarding Novozymes' values

Four employees are looking to make it as easy

as possible for colleagues worldwide to live up
to Novozymes' values and management prin-

ciples. They are known as “facilitators’ and work
on corporate governance.

From January 1, 2007 Novozymes will itself be responsible
for the 'facilitations’ which form part of its overall corporate
governance programme. The aim of facilitation is to ensure
that all parts of the organisation know, understand and com-
ply with Novozymes® management principles and values as
set out in The Novozymes Touch, an employee handbook
presenting Novozymes' vision, mission, values and manage-
ment principles.

A facilitation is more than just a check

During a facilitation, the facilitators hold workshops and in-
terviews with managers and employees to take a kind of
snapshot of everyday reality which they can hald up against
Novozymes” values and principles — our fundamentats —
which define the way we do business.

These facilitations are not just about monitoring that our
values are being lived throughout the business. Novozymes'’
facilitators also help the various parts of the business to find
out what could be done better, and how this can be
achieved in practice.

Each husiness area is facilitated roughly every three years.
Once the facilitation is complete, the vice president of the
relevant area receives a report an the results, and the overall

conclusions form part of a combined report sent to the Exec-
utive Management and Board of Directors twice a year.

ensures cohesion and development

Careful choice of facilitators

The special thing about the facilitator corps is that it 15 both
an internal and an external function. It reports to the CEO
and can contact the Board of Directors directly.

The facilitators’ work demands in-depth knowledge of
Novozymes, Managerial experience and length of service
are therefore key criteria in the selection of the individual
facilitator.

A decade of facilitations

The concept of facilitation has existed at Novozymes since
1997, when the company was still part of Naovo Nordisk A/S.
When Novozymes became an independent company in
2000, the facilitator corps was attached to the holding com-
pany Novo A/S to ensure continuity and commor values for
the two companies.

Navozymes has now taken over responsibility for facilitations
itself. Our business and organisation have grown larger and
more complex, with new business areas and acquisitions, and
facilitations therefore require an even more intimate knowl-
edge of our business than before 10 safeguard our values.

2

Read more about The Novozymes Touch and find
a detailed presentation of our values and fundamentals
at www.novozymes.com > About us




Financial, environmental

and social discussion

The first section discusses the financial data for
2006 in relation to Novozymes’ expectations
for the financial year. This is followed by a re-
view of selected social and environmental data.

An overview of data and key figures 2006-2002 can be found
in “Accounts and Data”, while an overview of reporting in
accordance with the GR1 guidelines can be found under
"Other information” in The Novozymes Report 2006 online.

Financial discussion

Income statement and balance sheet

The firancial results fulfilled the expectations published in
connection with the Group’s financial statement for the first
nine months of 2006. The results were negatively affected by
exchange rate movements in 2006.

Sales

Sales grew by 8% to DKK 6,802 million from DKK 6,281 mil-
lion in 2005. Just above 1 percentage point of this growth can
be attributed to acquisitions made at the end of 2005 and
during the course of 2006. Growth in local currencies was 9%,
and the organic growth in sales was just above 7%.

Sales of enzymes

Sales of enzymes grew by 8% in DKK terms and 9% in local
currencies. This growth was driven primarily by increased
sales of technical enzymes and food enzymes.

Sales to the detergent industry grew by 1% in DKK terms and
2% in local currencies. Stabilisation in the more established
markets, growing consumption of biological detergents in the
developing world, and increased sales of new products were
the main reasons for the improvement in 2006.

Sales of technical enzymes grew by 23% in DKK terms and
24% in local currencies. Sales of enzymes for the production
of bioethanol increased markedly. There was also strong
growth in sales to the starch industry, while there was a small
increase in sales to the textile industry.

Sales of food enzymes grew by just below 8% in both DKK
terms and local currencies. Increased sales of baking enzymes
contributed to this growth, with the successful implementa-
tion of a new distribution set-up in North America having
had a positive impact. There was also healthy growth in sales
of enzymes for beverage alcohol and processed foods, above
all in Asia.

Sales of feed enzymes were 6% lower in both DKK terms
and local currencies compared with 2005. This was due pri-
marily to lower prices in the feed market, a change in the
product mix and local Chinese competition, Productivity im-
provements for new phytase products also had a negative
impact on sales growth due to the nature of the alliance that
Novozymes has with its pariner in feed enzymes.

Sales of microorganisms

Sales of microorganisms grew by 13% in DKK terms and
14% in local currencies, with increased sales of institutional
and household cleaning products having a particularly posi-
tive impact. There was also healthy growth in sales of micro-
organisms for aquaculture, and sales were generally better in
all areas. The geographical diversification of sales continued,
especially in Europe.

Market share

Novozymes generated organic growth in sales of enzymes
in 2006 that was slightly higher than the growth in the
enzyme market as a whole. Qur own estimates suggest

that Navozymes retained its position as the world’s leading
producer of enzymes and microorganisms in 2006 with a
market share of approx. 46% for enzymes and approx. 50%
for microorganisms.

Costs, Licence fees and Other operating income
Total costs excluding net financials and tax grew by 8% to
DKK 5,521 million in 2006.



Cost of goods sold rose by 7% to DKK 3,147 million. Con-
tinued optimisation and productivity improvements, together
with improved utilisation of water and energy, more than
offset the growth in raw material and energy prices. The
gross margin climbed to 53.7% in 2006 from 53.3% in
2005.

Sales, distribution and business development costs increased
by 13% to DKK 844 million or 12% of sales, around the same
as in 2005. Research and development costs rose by just
above 11% to DKK 880 million or 13% of sales, marginally
higher than in 2005. The rise includes increased research into
enzymes far the production of bioethanal and research relat-
ing to increased investment in long-term growth opportunities
launched in mid-2005.

Administrative costs grew by 3% and were equivalent to just
below 10% of sales. Employee costs totalled DKK 1,958 mil-
lion, compared with DKK 1,846 million in 2005. The average
number of employees increased to 4,272 in 2006 from 4,023
in 2005.

Depreciation, amortisation and write-downs increased by just
below 2% 1o DKK 469 million from DKK 462 million in 2005.

Licence fees and Other operating income totailed DKK 59
million in 2006, compared with DKK 34 million in 2005. This
was due primarily to increasing revenue from the research
callaboration with Solvay Pharmaceuticals.

Operating profit

QOperating profit rose by 11% to DKK 1,340 million from
DKX 1,206 million in 2005. Movements in exchange rates af-
fected earnings growth negatively. The operating profit mar-
gin was 19.7%, compared with 19.2% in 2005.

Net financials

Net financial costs increased to DKK 122 million from DKK
56 million in 2005, due mainly to net foreign exchange
losses of DKK 50 million relating to the hedging of the
company’s currency expasure, and o an increased obligation
of DKK 37 million with respect to employee share options
due to the higher price of the underlying shares. This was an
increase of DKK 19 million on 2005.
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The net foreign exchange losses were due primarily to real-
ised and unrealised Iosses on the hedging of exposure to the
UsD and JPY in particular.

(DKK million) 2006 2005
Net foreign exchange gainsXlosses) (50) (7
Net interest costs {26} (23)
Other financials {46) (26}
Total financials (122) {56)

Net interest costs for 2006 were largely on a par with 2005,
but were positively affected by tax-related non-recurring
iterns. The underlying increase in interest costs was due to
rising interest rates and a higher level of net interest-bearing
debt. Net interest-bearing debit grew by 66% to DKK 1,455
million from DKK 877 million at the end of 2005.

Profit before tax and net profit

Novozymes generated profit before tax of DKK 1,218 million
and net profit of DKK 911 million, corresponding to growth
of 6% in both cases. The effective tax rate was approx. 25%.
The low tax rate was due partly to a positive tax-related one-
off item in 2006.

Investments, free cash flow and acquisitions

Net investments excluding acquisitions totalled DKK 476 mil-
lion in 2006, compared with DKK 335 million in 2005. The
increase is due partly to the extension of Novozymes' pro-
duction facilities in Lund in Sweden.

Free cash flow before acquisitions was DKK 1,058 mitlion,
corresponding to an increase of 7% on 2005, and was used
for acquisitions, payment of the dividend for 2005, and share
buy-backs.

Novozymes made acquisitions in 2006 totalling OKK 477 mil-
lion. In January Novozymes acquired Qingdao Huayuan Fine
Bio-Products Company ttd, a small Chinese company, with
the main aim of gaining access to a dedicated production fa-
cility for hyaluronic acid. Novozymes then acquired Delta Bio-
technology Ltd, a small British biotechnology company, in
luly and GroPep Ltd, an Australian biotechnology company,
in December, both to supplement Novozymes’ existing activ-
ities in recombinant ingredients for the biopharmaceutical in-
dustry. In September Novozymes made a minor acquisition
for the microorganisms business of a technology within pest
control from the US company Earth BioScience.



{DKK million) 2006 2005
Cash flow from operating activities 1,534 1,326
Investments before acquisitions (476) (335)
Cash flow before acquisitions 1,058 991
Acquisitions (477 0
Free cash flow 581 991
Dividend paid (255) (231)
Purchase of treasury shares (1,07 (1,053)

Return on invested capital

Average invested capital as a percentage of sales fell from
74% in 2005 to 70% in 2006. The return after tax on invest-
ed capital (ROIC) rose to 20.2% in 2006 from 19.3% in 2005.

{DKK million) 2006 2005
Average invested capital 4,767 4,643
- as a percentage of sates 70 74
Return on invested capital {ROIC) 20.2% 19.3%

Movements in shareholders’ equity and holding
of treasury shares

Sharehelders' equity amounted to DKK 3,393 million at the
end of 2006, compared with DKK 3,794 million at the end of
2005. Shareholders’ equity was increased by the net profit for
the year and reduced by dividend payments, share buy-backs
and currency translation adjustments in respect of subsidiar-
ies' net assets. Shareholders’ equity amounted to 43% of the
balance sheet total at the end of 2006, compared with 52%
at the end of 2005.

At year-end 2006 the holding of treasury shares consisted of

approx. 3.2 million B shares, equivatent to 4.9% of the share
capital. Novozymes spent DKK 1,107 million on share buy-backs

Distribution of Novozymes' value added (DKK million)

in 2006. Share capital was written down by DKK 46 million,
equivalent to 6.6% of total share capital, as approved by the
Annual Meeting of Shareholders in March 2006, Following this
write-down, the company’s share capital is DKK 650 million.

(DKK milliem) 2006 2005
Shareholders’ equity at January 1 3,761 3,917
Net profit 909 858
Dividend paid {255} (231)
Purchase of treasury shares, net {996) {927)
Currency translation adjustments, etc. (60) 144
Shareholders” equity excl. minority interests 3,359 3,761
Minority interests 34 33
Shareholders’ equity at December 31 3,393 3,794

Incentive programmes

In 2004 a share-hased incentive programme was introduced
for Novozymes' Executive Management covering the period
2004-2006. A pool of 185,955 B shares was allocated for this
purpose from the company’s holding of treasury shares. After
the results for 2006, the total economic value added during
the pericd was DKK 1,694 millior:. The full share bonus has
therefore been released to the Executive Management follow-
ing the Board's approval of the arnual report.

New incentive programme for Executive
Management

The Board of Directors has approved a four-year rolling in-
centive programme for Executive Management with effect
from 2007. The incentive programme is based on share op-
tions and covers the period 2007-2010 inclusive, with op-
tions granted each year. The Board shall approve the alloca-
tions made each year.

Gross value added = total revenue
less value of goods and services

Total revenue

—— Value of goods and services
purchased 3,094

Distribution of gross value added

Employees 50%
Wages, pensicns, eic., incl. taxes 1,958

Capital providers 13%

|~ Sales 6,802

—— Gross value added 3,901

J— Financial income 134

tl= Other income 59 —

Financial costs 256
Dividend, incl. withholding tax 255

Society 8%
Corporation tax 307

—- The company's future 29%
Profit, excl. dividend 656
Depreciation and amortisation charges 469




One general condition for the share options being granted
each year is that there is a reasonable probability that the
budget for the year ahead will lead to sales of DKK 10 billion
in 2010. Accordingly, the share option programme is based
on fulfilment of specified financial and non-financial targets.
The financial target is economic profit and is established
annually. If the net economic profit achieved is less than
30% of the target, no share options are granted. If the net
economic profit is between 30% and 100% of the target,
share options will be granted on a linear basis up to 75%

of the tota! share option programme. Fulfiiment of the
non-financial targets is assessed, among other things, on
the basis of the established environmental and social targets.
The percentage of options granted can be between 0 and
25% of the total share option pragramme.

Aliocation of the share options is subject to employment as
a member of Novozymes' Executive Management, and the
right to exercise the share option programme is subject 1o
continued employment as a member of Executive Manage-
ment at the end of the binding period. The Board of Direc-
tors may choose to waive this requirement in the event of
retirement or termination by mutual agreement.

The calculation basis for allocation of share options is equiv-
alent to the total annual remuneration to Executive Manage-
ment. Both the underlying number of shares in the pro-
gramme and the exercise price are determined annually. The
price is calculated on the basis of the average of the closing
price on the Copenhagen Stock Exchange on the first five
working days after publication of the annual financial state-
ment, The share options have a vesting period of one year
and a binding period of three years, followed by an exercise
period of five years.

Based on Executive Management's current basic salaries,

the value of the programme for 2007 using the Black-Scholes
model will be a total of approximately DKK 26 million. The
share option programme will be accrued and expensed over
four years, equivalent to the programme’s service period. The
carrying amount for 2007 is approximately DKK 7 million,

The incentive programme contains a maximum clause which
enables the Board of Directors to restrict the number and val-
ue of the total share options aver the four years. A restriction
can be effected if the accumulated intrinsic value of the total
share option pragrammes granted exceeds DKK 200 million
on the date of determination (January 2011},
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New incentive programme for other employees
The Board of Directars has further approved a new share op-
tion programme for the company’'s other employees with ef-
fect from 2007, The programme covers approximately 4,100
employees worldwide, but excludes the company's Executive
Management and managerial staff, who are covered by other
incentive programmes.

The share option programme is intended as a four-year pro-
gramme to cover the period 2007-2010 inctusive, with op-
tions being granted each year. The Board shall approve the
allocations made each year, The share option programme is
based on fulfiiment of specified financial and non-financial
targets and of Novozymes® ambition of achieving sales of
DKK 10 billion in 2010.

Both the underlying number of shares in the programme and
the exercise price will be established on the basis of the aver-
age of the closing price on the Copenhagen Stock Exchange
on the first five working days after publication of the annual

financial statement. The share options have a vesting period

of one year and a binding period of three years, followed by
an exercise peried of five years.

Using the Black-Scholes model, the value of the programme
for other employees for 2007 is approximately DKK 26 mil-
lion. The share option programmes are recognised in the in-
come staterment over four years, corresponding to the service
period. The carrying amount for 2007 is approximately DKK
7 million.

At the same time the existing incentive programme for man-
agerial staff, which was introduced at the start of 2006, cf.
Stock exchange announcement no. 1 of January 24, 2006,
Group financial statement for 2005, has been extended by
two years 50 that this programme will now also run up to
and including 2010 like the other incentive programmes.
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Environmental and social discussion

Water and energy

The targets for 2006 were for the consumption of water and
energy to rise by no more than 7% and 9% respectively.
These targets were set an the basis of bath expectations as
to the potential for efficiency improvements and expecta-
tions as to growth in sales and production. In order to reflect
the higher growth in sales measured in local currencies, the
above targets should be adjusted to 9% for water and 11%
for energy. In 2006 the consumption of water and energy
relative to goods sold actually increased by 8% and 6% re-
spectively, compared with 2005, and so the targets were
met. 2006 was the first time that Novozymes’ concrete tar-
gets for the efficient use of resources in production had been
expressed as maximum increases in consumption rather than
relative measures of efficiency.

Recycling of waste

From 2005 to 2006 there was again a considerable increase
in the percentage of waste recycled — from 30.6% to 42.1%
- thanks to continued efforts at our factories. The target of
sustaining a recycling rate of more than 30% was theretfore
achieved.

Greenhouse gas emissions and energy efficiency
One of the development targets for 2006 was to tap the po-
tential for increased energy efficiency in production. This was
to be achieved by carrying out a number of projects identi-
fied in 2004-2005. This has not yet happened, but the target
is being retained indirectly in 2007 through new develop-
ment targets (see targets in “Report of the Board of Direct-
ors”}. The increase in energy efficiency in production and in
the supply chain was to take place as part of the implemen-
tation of Novozymes' energy and climate strategy (see also
the article “Enzymes and global warming”). The strategy
spans the whole product lifecycle, because the greatest
potential for efficiency gains and reductions in emissions of
greenhouse gases with the help of Novozymes’ technology
lies outside Novozymes,

Emissions of ozone-depleting substances

Emissions of czone-depleting substances (HCFCs) have been
a problem for Novozymes in recent years due to leaks from a
few refrigeration chillers. One of the big refrigeration chillers
has now been replaced as part of the wark on reducing the
risk of HCFC emissions, which was one of the targets for
2006. Emissions could therefore be reduced, and the target

for HCFC emissions of less than 3,300 kg in 2006 was met.
Actual emissions totalled 1,310 kg.

Compliance with regulatory limits, complaints
from neighbours and significant spills

Regulatory limits can cover many different types of environ-
mental impact and vary according to local conditions. For
example, Novozymes North America, Inc. is required to com-
ply with limits on the cancentrations of various substances in
groundwater around the factory, and there were 22 breaches
af these limits in 2006 (see “Following up the nitrate issue in
the USA" below). A further eight breaches of regulatory limits
were registered worldwide, primarily relating to wastewater.

Novozymes received 14 complaints from neighbours, who
can be troubled in some places mainly by cdours and noise
from our factories.

Novozymes has a target of completely avoiding significant
spills (including the release of chemicals and oil into water,
air or 50il}, and in 2006 there were none.

Following up the nitrate issue in the USA

In 2003 raised nitrate levels were measured in the ground-
water around Novozymes’ site in Franklinton, North Carclina
(see The Novozymes Report 2003). New measurements were
taken during 2005, and a report was submitted to the au-
thorities in February 2006. The authorities have not as yet
completed their review.

Following up the discharge at Novozymes in Salem
In 2005 there was a discharge of products and raw materials
at Novozymes Biofogicals, Inc. in Salem, Virginia, USA. This
resulted in the contamination of a nearby creek, Novozymes
has been working with the authorities to ensure satisfactory
closure of this issue. The matter is still ongoing.

Animal testing

A total of 4,339 laboratory animals were used in 2006, an
increase of 47% from 2005. The development and approval
of new products necessitate animal testing, and preducts for
the pharmaceutical industry typically require more tests than
enzymes. The increase was due first and foremost to acquisi-
tion of new companies and the growing number of products
being developed for the biopharmaceutical industry.
Novozymes strives constantly to minimise the number of
laboratory animals used (in other words, fewer animals per
product developed and approved) and to ensure that the ani-



mals used are treated responsibly {see also Novozymes' posi-
tion on animal testing at www.novozymes.com > About us).

Employee turnover

Low employee turnover of less than 7% was the target for
2006. This was not achieved - the actual figure was 8%.
However, this is still a relatively low level given the rising de-
mand for labour in Denmark and the USA, for example. Low
employee turnover results in lower expenditure on the recruit-
ment and training of new employees, and is also an indicator
of our ability to retain employees and their competences.

Absence

The target for 2006 was maximum absence of 3%. The ac-
tual figure was 2.3%. Each percentage point is equivalent to
around 45 employees not working for a whole year. Keeping
absence as low as possible is therefore a pricrity.

Occupational health and safety

The frequency of occupational accidents has been falling
since 2004 and was 3.7 per million working hours in 2006,
compared with 4.6 in 2005, Both the frequency of occupa-
tional diseases and the frequency of occupational accidents
requiring professional first aid fell in the period from 2005 to
2006 - to 1.5 and 2.9 per million working hours respectively.
Managing occupational health and safety is an integrated
part of Novozymes' management system, with policies and
standards forming the hasis for ongoing work to improve
safety (see also the section on the audit programme below;}.
In 2006 there was one concrete target of completely avoid-
ing fatal occupational accidents, and this was achieved.

Diversity management

A sharper focus on diversity management was a target for
2006. The idea is to work maore actively with diversity as an
asset for the business.

As part of an internal global diversity project, seminars were
held in 2006 for representatives from the largest local units
to give people managers better skills, and a number of tools
have also been developed to help managers to deal with di-
versity in practice.

Finally, the year saw a broad communication campaign tar-
geting everyene in the organisation with a view to raising
the general level of awareness of the potential inherent in
being different so long as differences are respected.
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Human rights and labour standards integrated
into internal audit programme

In line with the target for 2006, audits of the various busi-
ness units’ compliance with human rights and labour stand-
ards have been made part of the internal audit programme,
This means that, when planning its audits, Novozymes' in-
ternal audit panel now selects business units which are also
to be audited for compliance with human rights and labour
standards. The audit panel has received training in the special
challenges associated with performing such audits.

A number of special internal audits of occupational health
and safety were carried out in Denmark during 2005. These
audits were part of an extraordinary process to evaluate how
occupational health and safety has been implemented in
Novozymes’ quality management system. The experiences
gained were subsequently used in connection with audits at
Novozymes in the USA, China and Brazil in 2006. All in all the
action has provided a good basis for ongoing improvements
to occupational health and safety as well as valuable experi-
ence with respect to occupational health and safety audits.

Business integrity

Novozymes' business integrity principles gave rise to consid-
erable interest again in 2006. They were well received and
respected by employees, partly through an open dialogue on
borderline cases between regional contacts and Novozymes'
Committee on Business Integrity. The principles have aiso
been warmly welcomed by business partners and other
stakeholders. This applies particularty to the employee hand-
book Bribery — no thanks!.

Gender distribution

Senior management

Management
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Statement of the Board of Directors

and the Management

The Board of Directors and the Management have consid-
ered and approved the Annual Report for 2006 of
Novozymes A/SS.

The consclidated financial statements are presented in ac-
cordance with the International Financial Reporting Stand-
ards (IFRS), as adopted by the EU, and the Parent Company
financial statements are presented in accordance with the
Danish Financial Staterments Act. In addition, the Annual Re-
port has been prepared in accordance with the additional
Danish annual report requirements for listed companies.

Gladsaxe, January 25, 2007

Management:

Steen Riisgaard
President and CEQ

Per Falholt Benny D. Loft

Board of Directors:

Henrik Gurtler Kurt Anker Nielsen

Chairman Vice-Chairman

Saren Henrik Jepsen Uila Morin

Peder Holk Nielsen

Paul Petter Aas

Walther Thygesen

In our opinion, the accounting policies used are ap-
prapriate, the Group’s internal controls relevant to
preparation and presentation of an annual report are
adequate, and the Annual Report gives a true and
{air view of the Group’s and the Parent Company’s
assets, liabilities and financial position at December
31, 2006 and of the results of the Group's and the
Parent Company's operations and consolidated cash
flows for the financial year 2006.

The Annual Report is recommended for approval by
the Annual Meeting of Shareholders.

Arne W. Schmidt

Arne Juul Hansen Jerker Hartwall

Hans Werdelin



Independent Auditor’s Report

To the Shareholders of Novozymes A/S

We have audited the Annual Report of Novozymes A/S for
2006, which comprises the Statement of the Board of Directors
and the Management, Management’s Report, accounting pol-
icies, income statement, balance sheet, statement of sharehold-
ers’ equity, statement of cash flows and notes for the Group as
well as for the Parent Company, and Erwironmental, social and
knowledge data for the Group. The Consolidated Financial
Statements are prepared in accordance with International Finan-
cial Reporting Standards as adopted by the EU, and the Parent
Company Financial Statements are prepared in accordance with
the Danish Finanaial Statements Act. Further, the Annual Report
is prepared in accordance with additional Danish disclosure re-
quirements for annual reports of listed companies.

Management's Responsibility for the Annual Report
Management is responsible for the preparation and fair pres-
entation of the Annual Report in accordance with Interna-
tional Financial Reporting Standards as adopted by the EU,
and the Parent Company Financial Statements being pre-
pared in accordance with the Danish Financial Statements
Act, and additional Danish disclosure requirements for an-
nual reports of listed companies. This responsibility includes:
designing, implementing and maintaining internal control
relevant to the preparation and fair presentation of an An-
nual Report that is free from material misstatement, whether
due to fraud or error; selecting and applying appropriate
accounting policies; and making accounting estimates that
are reasonable in the circumstances.

Auditor's Responsibility and Basis of Opinion

Our responsibility is to express an opinion on the Annual Re-
port based on our audit. We conducted our audit in accord-
ance with International and Danish Auditing Standards.
Those Standards require that we comply with ethical require-
ments, and plan and perform the audit to obtain reasonable

Gladsaxe, January 25, 2007

PricewaterhouseCoopers
Statsautoriseret Revisionsaktieselskab

Lars Holtug Kim Flichsel

State Authorised Public Accountant

assurance as to whether the Annual Report is free from ma-
terial misstaternent. An audit involves performing procedures
to obtain audit evidence about the amounts and disclosures
in the Annual Report. The procedures selected depend on
the auditor’s judgement, including the assessment of the
risks of material misstatement of the Annual Repart, whether
due to fraud or error. In making those risk assessments, the
auditor considers internal control relevant to the Company’s
preparation and fair presentation of the Annual Report in or-
der to design audit procedures that are appropriate in the cir-
cumstances, but not for the purpose of expressing an opin-
ion on the effectiveness of the Company’s internal control.
An audit also includes evaluating the appropriateness of ac-
counting policies used and the reasonableness of accounting
estimates made by Management, as well as evaluating the
overall presentation of the Annual Report. We believe that
the audit evidence we have obtained is sufficient and appro-
priate to provide a basis for our audit apinion.

QOur audit has not resulted in any qualification.

Opinion

In our opinion, the Annual Report gives a true and fair view

of the financial position at December 31, 2006 of the Group
and of the results of the Group operaticns and consolidated
cash flows for the financial year 2006 in accordance with In-
ternational Financial Reporting Standards as adopted by the

EU and additional Danish disclosure requirements for annual
reports of listed companies.

In addition, in our opinion, the Annual Report gives a true and
fair view of the financial position at December 31, 2006 of the
Parent Company and of the results of the Parent Company
operations for the financial year 2006 in accordance with the
Danish Financial Statements Act and additional Danish disclo-
sure requirements for annual reports of listed companies.

State Authorised Public Accountant



Independent Assurance Report on Novozymes'
Environmental and Social Responsibility Reporting

Subject Matter, Responsibilities, Objective and
Scope of Assurance Report

The environmental and social data and information present-
ed in the Annual Report on which this Assurance Report is
based are also comprised by our audit of the Annual Report.
As further agreed with Management, we have performed
work to express a conclusion in relation to each of the key
principles of the AA1000 Assurance Standard: materiality,
completeness and responsiveness, and to evaluate the envir-
onmental and social responsibility data and information in
the Annual Repart for 2006, as well as underlying systems,
processes and competences underpinning performance.

The environmental and social responsibility reporting is the
responsibility of Company Management. Our responsibility is
to express a conclusion as we!l as to make recommendations
on the environmental and social respensibility reporting in
the Annual Report.

Basis of Conclusion

We planned and performed our work hased on the AA1000
Assurance Standard and in accordance with the International
Standard on Assurance Engagements {ISAE) 3000, “Assur-
ance Engagements other than Audits or Reviews of Historical
Financial Information (revised)”, to obtain reasonable assur-
ance that the environmental and social responsibility report-
ing in the Annual Report is free from material misstatements
and that the information has been presented in accordance
with the accounting policies applied. On the basis of an as-
sessment of materiality and risk, our assurance work included
an examination, on a sample basis, of management and re-
porting systems, processes and competences supporting
Nevozymes' performance, as well as systems, procedures and
evidence supporting the social and environmental data and
information disclosed in the Annual Report. Qur assurance
work further included interviews with members of manage-
ment and subject matter experts in key environmental and
social performance areas, as well as an assessment of stake-
holder engagement and Novozymes' understanding of non-
financial impacts, including its sphere of influence. Further,
we performed an assessment of the reporting against peer

reporting, media repeorts and industry knowledge. Our activ-

ities were undertaken at selected reporting units in
China, USA and Denmark. We believe that the work
performed provides a reasonable basis for our con-
clusion,

Conclusion
Based on the work performed we state our conclusion
in relaticn to each of the key principles of the AA1000
Assurance Standard: materiality, completeness and re-
sponsiveness.

Materiality

In our opinion, the Annual Report provides a fair
and balanced representation of material aspects of
Novozymes' envirenmental and social performance

Reported qualitative and quantitative environmental
and social indicators form part of strategic and oper-
ational decision-making at Novozymes, including as
an element in Management's and Top Management’s
balanced scorecards.

The presentation of data and information related to
Novozymes' environmental and social performance
assists key stakeholders in interpreting the reporting in
relation to their decision-making needs.

Completeness

In our opinion, the envirenmental and social responsi-
bility data and information in the Annual Report have
been included as a result of relevant activities for iden-
tifying and understanding environmental and social
performance and impacts.

In 2006, Novozymes has continued its efforts to em-
bed structured stakeholder engagement at the local
level through development of supporting tools. At
group level stakeholders are addressed through select-
ed initiatives.




Novozymes identifies material aspects of its environmental
and social performance within and beyond the boundaries of
its direct management centrol, including animal welfare and
energy consumption. Inittatives are considered to address
carbon emissions of relevant suppliers and customers, as well
as to further reduce the need for animal testing.

As a result of business expansion through acquisitions and
business parinerships, the boundaries of Novozymes’ envir-
onmental and social impacts are expanding, resulting in new
management and reporting challenges, in particular in terms
of new activities outside the enzyme business. In general,
there are processes to assess environmental and social issues
arising as a result of business expansion, in particular in
terms of acquisitions.

Responsiveness

In our opinion, the environmental and social responsibility
data and information in the Annual Report address aspects
material to Novozymes' key stakeholders. In general, report-
ed indicators and targets related to environmental and social
performance are linked 1o relevant policies and are generally
underpinned by financial and human resources.

Responsiveness is generally supported by management sys-

temns, which include use of internal and external environment-

al and social audits, as well as values-based audits (facilita-
tions). Environmental and social policies cover all business
activities and are underpinned by global business-level gov-
ernance structures for the enzyme activities and site-level
governance structures for non-enzyme activities.

Gladsaxe, January 25, 2007

PricewaterhouseCoopers
Statsautoriseret Revisionsaktieselskab

Kim Fiichsel
State Authorised Public Accountant

In 2006, Novozymes has made progress in terms of develop-
ing systems and processes for managing diversity, as well as
designing activities in the area of carbon emissions. Some
steps have been taken towards developing a common and
consistent approach to responsible purchasing.

In our opinion, the existing management and reporting sys-
terns as well as internal control systems support the reliability
and accuracy of the environmental and social data and infor-
mation in the Annual Report.

Commentary

According to the AA1000 Assurance Standard, we are
required to include recommendations for improvements in
relation to environmental and social responsibility. The recom-
mendations as well as our statement of independence and
competence to undertake this assignment in line with the
requirements of the AA1000 Assurance Standard are stated
under “Other information” in the online report. Our recom-
mendations do not affect the conclusion stated above.

Helle Bank Jargensen
State Authorised Public Accountant




Accounting policies for

the Novozymes Group

The consolidated financial statements of the Novozymes
Group have been prepared in accordance with the Interna-
tional Financial Reporting Standards {IFRS), as adopted in the
EU, and additicnal Danish requirements an the presentation
of accounts. The accounting policies are unchanged from last
year. Novozymes has prepared its consolidated financial
statements in accordance with all the relevant IFRS stand-
ards. The consolidated financial statements have been pre-
pared under the historical cost convention, with the excep-
tion of specific items as described below:

» Available-for-sale financial assets
» Derivative financial instruments measured at fair value

Somne of the information required pursuant to IFRS is con-
tained in the Report. The rest will be found in the following
sections.

Implementation of standards which have been approved but
have not yet entered into force as at December 31, 2006 in-
volves changes to IFRS 7 and 8, which, when they are imple-
mented, are not expected o give rise to significant changes
to the figures in the consolidated financial statements.

Environmental, social and knowledge data has been selected
on the basis of an assessment of which data is of particular
significance for Novozymes' long-term earnings capacity. We
also believe this data to be of greatest relevance to our key
stakeholders. Information on Novozymes' use of the GRI
indicators will be found in the online report under " Other
information*.

Environmental, sociat and knowledge data is an integrated
part of the Annual Report and is covered by the statutory au-
dit performed by the auditor elected by the Annual Meeting
of Shareholders.

Accounting policies for financial
information

Consolidation

The consalidated financial statements comprise the financial
statements of Novozymes A/S (the parent company) and all
the companies in which the Group owns more than 50% of
the vating rights or otherwise has a controlling influence
(subsidiaries), as well as joint ventures.

The cansolidated financial statements are based on the fi-
nancial statements for the parent company and for the sub-
sidiaries, and are prepared by combining items of a unifarm
nature and subseguently eliminating intercompany trans-
actions, internal shareholdings and balances, and unrealised
intercompany profits and losses. All the financial statements
used for consolidation are prepared in accordance with the
Group's accounting policies.

The Group's holdings in joint ventures regarded as jointly
controlled entities are consolidated using the proportionate
consolidation method by including its proportional share of
their assets, liabilities, revenues and costs line by line.

Business combinations

On acquisition of new companies, the assets, liabilities and
contingent liabilities of each new company are recognised at
fair value at the time of acquisition. Goodwill is adjusted for
changes in the purchase price after acquisition and changes
in the fair value of the identifiable assets, liabilities and con-
tingent liabilities acquired since the acquisition date until 12
months afterwards. Newly acquired companies are recog-
nised as from the date of acquisition, and no adjustment is
made to comparative figures,
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Translation of foreign currencies

The consolidated financial statements are presented in
Danish kroner (DKK). Fareign currency transactions are trans-
lated into the functional currency using the exchange rates
prevailing at the transaction date. Monetary items denom-
inated in foreign currencies are translated into the functional
currency at the exchange rates prevailing at the balance
sheet date. Financial statements of foreign subsidiaries are
translated inta Danish kroner at the exchange rates prevail-
ing at the balance sheet date for assets and liabilities, and at
average exchange rates for income statement items.

Goodwill arising on the acquisition of new companies is
treated as an asset belonging to the foreign subsidiaries and
translated into Danish kroner at the exchange rates prevail-
ing at the balance sheet date.

Realised and unrealised foreign exchange gains and losses
are recognised in the income statement under financial
items, with the exception of unrealised gains and losses relat-
ing to hedging of future cash flows, which are recognised in
Shareholders’ equity under Cash flow hedges. The following
exchange rate differences are also recognised directly in
Shareholders’ equity under Currency trans!ations, translated
at the exchange rates prevailing at the balance sheet date:

» Translation of foreign subsidiaries’ net assets at beginning
of year

» Translation of foreign subsidiaries’ income statements from
average exchange rates to the exchange rates prevailing at
the balance sheet date

» Translation of long-term intercompany receivables, which
are considered to be an addition to net assets in subsidiaries

» Fair value adjustment of currency swaps that qualify for
hedging of net assets in subsidiaries

Derivative financial instruments

Derivative financial instruments used to hedge receivables
and liabilities are measured at fair value on the balance sheet
date, and value adjustments are recognised in the income
statement under financial items.

Derivative financial instruments used to hedge expected fu-
ture transactions are measured at fair value on the balance
sheet date, and value adjustments are recognised directly in
Shareholders’ equity.

Currency swaps are used to hedge net investments in subsid-
iaries. Currency swaps are measured on the basis of the dif-
ference between the swap rate and the rate on the balance
sheet date, and the value adjustment is recognised directly in
Shareholders’ equity.

Income and costs relating to cash flow hedges and hedging
of net investments in subsidiaries are transferred from Share-
holders’ equity on realisation of the hedged asset and are
recognised in the income statement.

Positive and negative fair values of derivative financial instru-
ments are recognised under Other receivables and Other cur-
rent liabilities respectively.

The fair value of derivative financial instruments is calculated
using rates obtained from stock exchanges or other reliable
data sources. All share options are valued using the Black-
Scholes model.

Derivative financial instruments are recognised on the settle-
ment date, while other financial instruments are recognised
on the transaction date.

Share-based payment

Most of the Group's employees are covered by share option
programmes and there is also a share-based incentive pro-
gramme for Executive Management. The programmes com-
prise both equity-settled and cash-settled programmes.

The fair value of the employee services received in exchange
for the grant of share options is computed using the value of
the granted share options. The fair value of the granted
share options is calculated using the Black-Scholes model,
and the fair value of the share-based incentive programme is
cafculated using the share price on the grant date less the
expected dividend in the binding period.

The fair value of share-based payment an the grant date is
recognised as an employee cost over the period in which the
right to the share options is accrued. In measuring the fair
value, account is taken of the number of employees expect-
ed 1o gain entitlement to the options, and this estimate is
adjusted at the end of the period such that only the number
of options to which employees are entitled is recognised.



The value of equity-settled programmes is offset against
Shareholders’ equity. The value of cash-settled programmes,
which are offset against Other current liabilities, is adjusted
to fair value at the end of each period, and the subsequent
adjustment in fair value is recognised in the income state-
ment under financial items.

Government grants

Government grants received which relate to research and
development costs are recognised under Licence fees and
Other operating income, net, based on the percentage
completion of the projects. Grants received which relate to
investments in fixed assets are offset against the cost price
of the assets for which the grants are made.

Segment information

The consolidated accounts provide information on the
Group’s geographical segments, which is the secondary
segment. Novozymes’ business activities are considered to
be integrated, as a result of which most of the production
facilities and most research and development activities are
common to the Group as a whole. A small number of busi-
ness segments are not a fully integrated part of the business,
but these do not exceed the limits set in IAS 14 concerning
disclosure requirements and therefere information is not pro-
vided separately.

Leasing

Operating lease costs are recognised in the income state-
ment on a straight-line basis over the period of the lease. Lia-
bilities relating to non-cancellable contracts are specified in
the notes.

Key figures

Key figures are mainly prepared in accordance with the "Rec-
ommendations and Key Figures 2005” of the Danish Society

of Financial Analysts, although certain key figures are adapt-

ed to the Novozymes Group.

Income statement

Sales

Sales covers sales of goods and services for the year less pro-
visions for goods returned, and volume and cash discounts.
Sales are recognised at the time of risk transfer relating to

the goods sold, provided that the revenue can be measured
on a reliable basis and is expected to be received.

The Group has entered into few agreements where the other
contracting party undertakes sales to third parties and the
profit is distributed between the Group and the other can-
tracting party on the basis of a predetermined formula, Sales
are recognised using information on the other contracting
party’s realised sales, and a liahility is recognised for the dis-
tribution of the profit, which is calculated and settled with fi-
nal effect once a year.

The Group has entered into commission agreements where
agents undertake sales to third parties in return for cammis-
sion on realised sales. These sales are recognised when they
are realised and the commission is recognised as a liability.
Similarly, a liability is recognised where it is permitted for
goods to be returned and this is likely.

Research and development costs
Research costs are expensed as incurred.

Development costs pertaining to ongoing optimisation of
production processes for existing products, or to develop-
ment of new products, where lack of approval by the author-
ities, approval by customers and other factors of uncertainty
mean the development costs do not fulfil the criteria for rec-
ognition in the balance sheet, are expensed as incurred.

Licence fees and Other operating income, net
Licence fees and Other operating income, net, primarily com-
prises licence fees, grants from public authorities to research
projects, and income, net, of a secondary nature in relation
to the main activities in the Group. The item alse includes
non-recurring income items, net, in respect of outlicensing, etc.

Tax

Corporation tax, comprising the current tax liability, change

in deferred tax for the year and any adjustments relating 1o

previaus years, is recognised in the income statement at the
amount attributable to net profit, and directly in Sharehold-
ers’ equity at the amount attributable to items recognised in
Shareholders’ equity.

Deferred tax is measured using the liability method, and
comprises all temporary differences between the accounting




and tax values of assets and liabilities. No deferred tax is rec-
ognised for goodwill, unless amortisation of goodwill for tax
purposes is allowed. Deferred tax is measured and recog-
nised to cover retaxation of losses in jointly taxed foreign
subsidiaries if this is expected tc be realised on the sale of
shares or when recapture of tax losses becomes applicable.

The tax value of tax-loss carry-forwards is included in the cal-
culation of deferred tax to the extent that the tax losses can
be expected to be utilised in the future.

Deferred tax is measured according to current tax rules and
at the tax rate expected to be in force on elimination of the
temporary differences. Changes in deferred tax due to tax
rate changes are recognised in the income statement where
they can be attributed to net profit, and directly in Share-
holders’ equity where they can be attributed to items recog-
nised in Shareholders’ equity.

Novozymes A/S and its Danish subsidiaries are jointly taxed
with the Danish companies in the Novo and Novo Nordisk
Groups. The tax for the individual companies is allocated in
full on the basis of the expected taxable income.

Balance sheet

Intangible fixed assets
Intangible fixed assets are measured at cost less accumulated
amortisation and impairment losses.

Where costs associated with large 1T projects on the develop-
ment of software for internal use are incurred with a view to
developing new and improved systems, these are capitalised.

Amortisation is based on the straight-line method over the
expected useful lives of the assets, as follows:

» Completed IT development projects are amortised over the
useful life. Booked IT development assets are amortised
over 3-5 years.

» Acquired patents, licences and know-how are amortised
over their useful lives. Patents are amortised over their use-
ful lives, normally identical to the patent period, and licences
are amortised over the agreement period. Booked patents,
licences and know-how are amortised aver 7-20 years.

Some assets are amortised over a shorter period.

Property, plant and equipment

Property, plant and equipment are measured at cost less ac-
cumulated depreciation and impairment losses. Borrowing
costs in respect of construction of major assets are expensed
in the financial year in which they are incurred.

Depreciation is based on the straight-line method over the
expected useful lives of the assets, as follows:

» Buildings: 12-50 years
» Plant: 5-16 years
» Other equipment; 3-16 years

The assets’ residual values and useful lives are reviewed on
an annual basis, and adjusted if necessary at each balance
sheet date.

Gains and losses on the sale or disposal of assets are recog-
nised in the income statement under the same items as the
associated depreciation charges.

iImpairment of assets

Praperty, plant and equipment and intangible fixed assets are
reviewed for impairment losses when there is an indication
that the assets have diminished in value beyond the level
of normal depreciation. Goodwill and other intangible fixed
assets with indefinite useful life are also subject to impair-
ment testing each year, and when there is an indication that
the assets have become impaired.

An impairment loss resulting from an asset having dimin-
ished in value beyond the level of normal depreciation is rec-
ognised at the amount by which the book value exceeds its
recoverable amount.

Inventories
Inventories are measured at cost determined on a first-in
first-out basis or net realisable value where this is lower.

The cost of Work in progress and Finished goods comprises
direct production costs such as raw materials and consum-
ables, energy and labour directly attributable to production,
and indirect production costs such as employee costs and
maintenance and depreciation of plant, etc.

If the expected sale price less any completion costs and costs
to execute sales {net realisable value) of inventories is lower



than the carrying amount, the inventories are written down
to net realisable value.

Receivables

Trade receivables are measured at amortised cost or at net
realisable value, if lower, equivalent to nominal value less al-
lowances for doubtful trade receivables.

Financial assets

Securities recognised under current assets are measured

at fair value at the balance sheet date. Unrealised fair value

adjustments are recognised directly in Shareholders’ equity.

Value adjustments are transferred from Shareholders’ equity
to the income statement when the securities are realised or
written down, and recognised under financial items.

Dividend
The dividend proposed for the financial year is shown under
Retained earnings in the Statement of shareholders’ equity.

Treasury shares

The cost price and proceeds from the sale of treasury shares
are recognised directly in Shareholders’ equity. Among other
things, the company’s holding of treasury shares is used to
hedge employees’ exercise of granted share options.

Provisions

Provisions are recognised where a legal or constructive obli-
gation has been incurred, as a result of past events, and it is
probable it will lead to an outflow of financial resources. Pro-
visions are measured at the present value of the expected ex-
penditure required to settle the obligation.

Liabilities
Liabiiities are recognised at cost and subseguently adjusted
to amortised cost, unless specified otherwise.

Pension obligations and other long-term
employee benefits

Costs relating to defined contribution plans are recognised in
the income statement in the financial year to which they relate.

Costs and liabilities relating to defined benefit plans are stat-
ed using the projected unit credit method. Liabilities for the
major plans are calculated annually by an external actuary.
Actuarial gains and losses are recognised in the income state-
ment over the employees’ expected average remaining work-
ing life if these differences exceed 10% of either the present

value of the liability or the fair value of the plan assets in the
previous year, whichever is the higher.

Pension assets can only be recognised to the extent that the
Group is able to achieve future financial benefits in the form
of refunds from the pension plan or a reduction in future
henefits.

Costs relating to other long-term employee benefits are ac-
crued over the employees’ expected average remaining
working life.

Statement of cash flows and financial resources
The Statement of cash flows and financial resources for the
Group, which is compited using the indirect method, shows
cash flows from operating, investing and financing activities,
and the Group's cash and cash equivalents at the beginning
and end of the year.

Cash flow from operating activities comprises net profit ad-
justed for non-cash expenses, paid financial items, corpor-
atton tax paid and change in working capital.

Cash flow from investing activities comprises payments relat-
ing to the acquisition and sale of companies and minority
shares, intangible fixed assets and property, plant and equip-
ment.

Cash flow from financing activities comprises proceeds from
borrowings, repayment of principal on interest-bearing bor-
rowings, payment of dividends, praceeds from share issues,
and the purchase and sale of treasury shares and other
securities.

Cash and cash equivalents comprises cash at bank and

in hand less current bank loans due on demand. Financial
resources comprises cash and cash equivalents plus undrawn
committed credit facilities expiring in more than 1 year.

Accounting policies for environmental,
social and knowledge data

The accounting policies for environmental, social and knowl-
edge data are unchanged from last year.
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Consolidation

The environmental, social and knowledge data in the Annual
Report is based on data for the parent company and for all
subsidiaries, combining items of a uniform nature compiled
using the same methods, unless specifically stated otherwise
below.

Environment

The environmental data covers those activities which, based
on an overall environmental assessment, could have a signif-
icant impact on the enwvironment, cf. the averview of com-
panies in the Novozymes Group.

Water

Water includes drinking water, industrial water and steam,
and is stated on the basis of the metered intake of water to
Novozymes.

Internally generated energy and

associated emissions

internally generated energy is measured as fuel consumption
converted to energy on the basis of lowest combustion value
and weight by volume. Emissions of CO,, SO, and NO, are
calculated on the basis of the amount of fuel consumed
using annually determined conversion factors from Danish
authorities and suppliers.

Externally generated energy and associated
emissions

Externally generated energy is the input to Novozymes of ex-
ternally generated electricity, heat and steam. Emissions of
€0,, 50, and NO, are calculated using annually determined
conversion factors from power plants or their organisations.

Raw materials and packaging

Raw materials and packaging comprises materials for fer-
mentation, recovery, granulation, wastewater and sludge
treatment, and packaging of products. Consumption of raw
materials and packaging is converted into kilograms,

Wastewater
Wastewater is measured as the volume discharged by
Novozymes. COD, dry matter, BODS5, nitrogen and phos-

phorus in the wastewater are measured as proporticnal
flow, based on samples taken at point of discharge.

Biomass

Biomass is measured as the volume produced and transport-
ed from Novozymes as liquid fertiliser (NovoGro®) or convert-
ed to a fertiliser product with a higher dry matter content
{NovoGro® 30 or compost). The nitrogen and phosphorus
contents in the product are measured.

Waste
Waste is the registered volume of waste broken down into
hazardous and non-hazardous waste, and by disposal method.

Emissions to air of ozone-depleting substances
Emissions to air of ozone-depleting substances are measured
as consumption of CFCs, HCFCs and halons.

Environmental impact potentials

The environmental impact potentials for global warming,
ozone layer depletion and acidification are calculated on the
basis of "Udvikling af Miljgvenlige Industriprodukter” (UMIP),
published by the Institute for Product Development at the
Technical University of Denmark.

Environmental compliance

Breaches of regulatory limits is measured as the number of
incidents reported to the authorities. Unintended releases of
GMOs is measured as the number of discharges of GMOs
not subject to the general regulatory limits for GMOs and
which we and the authorities view as significant. Significant
spills is measured as the number of spills of chemicals, oil,
etc. into water, air or soil. Significance is assessed both on
the basis of extent of the spill and impact on the environ-
ment. Neighbour complaints is the number of registered en-
vironmental complaints.

Animals for testing

This item covers the number of animals used for all com-
menced internal and external testing undertaken for
Novozymes.

Social responsibility

Number of employees

The number of employees is calculated as the actual number
of employees at year-end, excluding employees on unpaid
or parental leave, temporary hires, student interns and PhD
students.




In calculating the number of full-time employees, employees
with a working time ratio of 95% or over are stated as full-
time employees.

Job categories

Senicr management comprises the CEQ, executive vice presi-
dents, vice presidents and directors. Management comprises
middte managers and specialists. Professional comprises
emplayees with academic backgrounds, as well as team
leaders. Administrative comprises administrative personnel.
Skilled workers, laboratory technicians and other technicians
comprises skilled workers, labaratory technicians and other
technicians. Process operators comprises aperators and un-
skilled workers.

Employee turnover

Employee turnover is measured as the number of permanent
employees who left the Group during the financial year,
compared with the average number of permanent employ-
ees in the financial year. The average number of permanent
emplayees is calculated as the average number of permanent
employees at the end of each quarter.

Growth in number of employees, organic

The organic growth in the number of employees is measured
as the number of employees at year-end less the number of
employees gained via acguisitions and the number of em-
ployees at the beginning of the year.

Growth in number of employees, acquisitions

The growth in the number of employees via acquisitions is
measured as the number of employees gained via acquisition
of new companies.

Age and seniority
Age and seniority are calculated as the average age and sen-
iority in whole years per employee.

Absence

Absence is stated as time lost due to the employee’s own ill-
ness, including pregnancy-related sick leave and occupaticnal
accidents and diseases. The rate of absence is calculated as
the number of registered days of absence as a percentage of
the total number of normal working days in one year, less

holidays and public holidays.
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Training costs

Training costs is the costs of seminars and internal and ex-
ternal training courses, translated into Danish kroner at the
average rates of exchange. Training costs are also shown as a
percentage of total employee costs.

Occupational health and safety

Occupational accidents and diseases

QOceupational accidents is defined as the number of reported
work-related accidents involving at least one day’s absence
after the day on which the accident occurred. Occupational
diseases is the number of new reported cases of work-relat-
ed diseases. The consequences of occupational accidents and
occupational diseases are measured by recording the work
situation once the outcome of the incident has stabilised,
e.g. whether the employee has returned to his/her original
job. The frequency of occupational accidents and diseases is
calculated per millien working hours.

Knowledge

Number of new products
The number of new products with new or improved charac-
teristics faunched during the year.

Number of active patent families
The number of inventions for which there are one or more
active patent applications/active patents at year-end.



Risk factors

The Novozymes Group is subject to a number of risks which
may have a negative effect on the Group's future activities
and results. Novozymes works continuousty both locally and
at management level to identify these risks, and, where the
Group has the opportunity to influence risks itself, activities
are implemented with a view to countering and limiting the
effect of these risks.

The most significant risks, based on an assessment of prob-
ability and consequences, are presented to the Board of
Directors each quarter.

The following section describes a number of the most signif-
icant identified risks and the measures which Novozymes has
implemented. The list is not in any order of priority and is not
exhaustive.

Market and customers

Novozymes sells its products warldwide, and we are subject
to the financial and political risks which this naturally entails.
Growth in individual markets is therefore influenced by the
local economic situation.

Customer concentration

A small number of customers account for a high proportion

of our sales in certain product areas, which means that
Novozymes is affected by the trend in these customers' market
conditions. We work closely with our major custamers ta limit
this risk, for example by means of joint production planning,
joint development projects, integration of IT systems, etc.

Innovation

We try to maintain our position as market leader by continu-
ally launching new and improved high-quality products which
meet our customers’ needs. This places high demands on our
research and development, requiring development to keep
pace with our customers’ needs. Failure here would entail the
risk of a negative impact on Novozymes’ sales targets.

Enzymes produced using genetically modified
organisms (GMQs)

Novozymes produces a large number of enzymes using
genetically modified organisms. Without this technology it
would be necessary to use larger quantities of raw materials,
water and energy, and in many cases commercial production
of an enzyme would not be profitable.

The use of gene technology and GMOs is the subject of reg-
ular debate around the world, mainly concerning foods con-
taining GMOs. Novozymes® use of gene technology has only
featured in the debate to a limited degree. However, it is
possible that Novozymes' production and sales ta the food
and feed industries in particular may be affected by the pub-
lic debate on gene technology and the impact this may have
cn consumer demand.

Read more about Novozymes' use of gene technology at
www.novozymes.com > Qur science.

Competitors

Historically Novazymes has experienced constant price press-
ure in its markets, while there is considered to be a risk of
increasing competition in the future from producers based
in low-cost countries, particularly China and India. Cne of
the ways in which we are trying to counter this risk is by
using our technology to optimise production, thereby reduc-
ing costs per unit produced.

To maintain optimal production Novozymes is dependent,
among other things, on reliability of deliveries from suppliers
and, to safeguard this, cooperation agreements have been
entered into with a number of key suppliers. These cooper-
ation agreements also help to reduce the sensitivity to fluctu-
ations in the price of raw materials and energy to which
Novozymes is subject. Oppartunities to pass on increases in
raw material prices, for example, to our customers in a busi-
ness-to-business market with large international customers




are limited because of our relatively poor negotiating posi-
tion in relation to major customers.

Patent strategy

Novozymes' technology is the basis of aur business, and the
company pursues an active patent strategy by protecting
new discoveries as early as possible in order to stop our prod-
ucts, etc. being copied.

Environmental and social aspects

Environmental and social responsibility in how we run our
business are among Novozymes' fundamental values. This is
significant to all business activities and is underpinned by a
number of targets for environmental and social responsibility.

Novozymes is heavily dependent on being able to attract and
retain skilled employees in a labour market characterised by
falling unemployment and growing competition, and the
company’s reputation is an important parameter in this respect,

Reputation

Novozymes tries to maintain its current reputation through
open and transparent communication, both internally and
externally. Efforts are also under way to reduce the risk of
situations arising which could impair Novozymes’ reputation.
The Group’s newly introduced business integrity principles
are one example of this.

To uphold Novozymes’ reputation, we play an active role in
making good any damage that we may inadvertently cause,
for exarmple to the environment.

Animal testing

Novozymes uses animal testing in connection with the devel-
opment and approval of products. The use of animal testing
is the subject of public debate and as such constitutes a risk
to Novozymes' reputatian. The current product portfolio in-
volves relatively few animal tests, but this may change as a re-
sult of the development of new business areas. We are con-
tinuously trying to reduce the number of animal tests by
further refining the methods used and replacing test methods
wherever possible.

IS ITINAAL Y IR Bl Vi L ATy 1

Business partners

Also in our relaticns with business partners, we seek to re-
duce the risk of being associated with environmental and so-
cial aspects which could impact negatively on Novozymes'
reputation. This is done partly by asking suppliers of raw ma-
terials for enzyme production to perform a self-assessment of
their compliance with internationally recognised standards
and conventions. Novozymes' business partners are also in-
formed about our business integrity principles.

Financial risk factors

Novozymes' international operations mean that the income
statement and balance sheet are exposed to a number of
financial risk factors. Financial risks are managed centrally.
The use of financial instruments is governed by the treasury
policy approved by Novozymes” Board of Directors. This policy
contains rules on the financial instruments that can be used
for hedging, the counterparties that can be used and the risk

. profile that is 10 be applied. Financial instruments are used to

hedge existing assets and liabilities or expected future net
cash flow.

Currency exposure

Currency exposure arises due to imbalances between income
and costs in each individual currency and because Novozymes
has more assets than liabilities in foreign subsidiaries.

Operating profit is most exposed to the EUR, USD and JPY.
A 2.25% movement in the EUR would, other things being
equal, result in a change in operating profit of around DKK
40-50 million. A movement of 5% in the USD would result
in a change in operating profit in the region of DKK 35-45
miltion. A movement of 5% in the JPY would resuit in a
change in the region of DKK 5-10 million.

Novozymes’ policy is to hedge existing net assets in foreign
currencies and expected future net exposure from the com-
pany’s operations. Hedging is carried out through a combina-
tion of currency loans, forward exchange contracts, currency
swaps and options. The hedging transactions are based on
Novozymes' expeciations of future exchange rate movements
and are carried out to minimise the risk of loss and therefore

increase the predictability of the Group's financial results.




Currency exposure relating to investments in foreign subsidi-
aries is hedged where this is deemed appropriate. Currency
exposure is managed primarily by taking out currency loans
and entering into currency swaps. Currency swaps, which are
used to hedge participating interests, generally have a matur-
ity period of over 12 months.

Interest rate exposure

Interest rate exposure arises in relation to interest-bearing as-
sets and liabilities. A change of 1 percentage point in the av-
erage interest rate on Novozymes' net interest-bearing assets
would have an effect on profit before tax of DKK 3 million.
80% of the loan portfolio at year-end 2006 was at fixed
rates of interest. According to Novozymes' treasury policy,
iree funds may only be invested in government bonds, ex-
tremely liquid domestic mortigage-credit bonds and maney-
market deposits.

Credit risk

Credit risk ts managed by dealing in financial instruments
and placing deposits only with banks having a satisfactory
credit rating from one or more of the recognised rating
agencies. Credit risk is calculated on the basis of net market
values and is governed by the company’s treasury policy.
Novozymes has entered into netting agreements (ISDA) with
all the banks used for dealing in financial instruments, which
means that Novozymes' credit risk is limited to net assets. At
December 31, 2006 the maximum credit risk related to one
counterparty was equivalent to DKK 111 million.

Liquidity risk

In connection with the Group's ongoing financing of oper-

ations, including refinancing risk, the finance function shall
ensure adeguate and {lexible liquidity. This is guaranteed by
placing deposits in cash and extremely liquid negotiable in-
struments, and using binding credit facilities.

Other risks

Energy consumption and prices

The manutfacture of industrial enzymes requires high inputs
of energy, and the trend in energy prices will therefore im-

pact cost of goads sold. The risk of a negative impact from
rising energy and CO, prices is managed through optimisa-
tions in the production process, for example by using gene

technology, and by partially hedging energy prices for a fu-

ture period.

Global organisation

Novozymes operates in many markets via sales companies
and distributors, while production is restricted to a small
number of countries. This entails a number of internal trans-
actions, etc., which are covered by internal settlement prices.
Novozymes follows the OECD principles in setting internal
settlement prices, but this is a complicated area and always
entails a tax risk as the area is subject to political judgement
in each individual country. Novozymes regularly enters into
dialogue with the tax authorities in the countries involved to
reduce this risk.

tnsurance

The risk of personal injury, material damage and other events
beyond the company’s control, and any losses that Novozymes
may cause, are covered by an extensive insurance programme.
Cover in different areas is subject to a deductible based on
Novozymes® claims history. However, the current price of the
policies and the cover provided may be affected by external
circumstances such as natural disasters and similar.
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Income statement - the Novozymes Group

Note 2006 2005
DKK million DKK million

1, 2 Sales 6,802 6,281
35 Cost of goods sold N ) L 3.147 2,936
Gross profit 3,655 3,345

, 5 Sales and distribution costs 844 748
, 5 Research and development costs 880 793
3.4, 5 Administrative costs 650 632
[ Licence fees and Other operating income, net 59 34
OCperating profit 1,340 1,206

Financial income 134 76

Financial costs o . o o 256 132

Profit before tax 1,218 1,150

9 Corporationtax ) 307 289
Net profit 911 861

Attributable to:

sShareholders in the parent company 909 855
Minorityinterests —_— . S 2 3

911 861

Proposed dividend per share DKK 4.50 DKK 4.00

18 Earnings per share DKK 14.46 DKK 13.11

18 Earnings per share, diluted DKK 14.09 DKK12.79




Statement of shareholders' equity
Attributable to shareholders in the company

Available-
for-sale
Treasury Currency financial Cash flow Retained Minority
Share capital shares translations assets hedges earnings interests Total

DKK million DKK million DKK million DKK million DKK million DKK million DKK million DKK million

Shareholders' equity at January
1, 2006 696 (1.659) 68 60 (6) 4,602 33 3,794

Cusrency translation of
subsidiaries and minority

interests (161) (3) (164)
Fair value adjustment of financial

instruments 35 17 98 150
Cash flow hedges transferred to

income statement (8) (8}
Share-based payment 19 19
Tax relating to the above {9) (8} 119 102

Items recognised directly in

shareholders' equity - - (135} 17 82 138 (3) 99
Net profit _ o 9 _ 2 AL
Total income for the year - - (135) 17 82 1,047 {1} 1,010
Purchase of treasury shares {1,107) {1,107)
Sale of treasury shares 11 11
Write-down of share capital (46) 1,206 {1,160} -
Dividend {255) (1) (256)
Other adjustments (162) 3 {159)

Other movements in
shareholders’ equity {a6) 210 - - - (1,577) 2 {1,411}

Shareholders' equity at
December 31, 2006 650 (1.449) (67) 77 76 4,072 34 3,393

The proposed dividend of DKK 278 million for 2006 is included in Retained earnings.

Reference is made to Note 18 concerning treasury shares and average number of shares.




Statement of shareholders’ equity

Treasury
Share capital shares
__DKK millien DKK million

Shareholders’ equity at January
1, 2005 726 (1,316)
Currency translation of

subsidiaries and minority

interests

Fair value adjustment of financial

instruments

Cash flow hedges transferred to

income statement

Share-based payment

Tax relating to the above

Items recognised directly in
shareholders’ equity - -

Net profit

Total income for the year - -
Purchase of treasury shares {1,053)
Sale of treasury shares 126
Write-down of share capital (30} 584

Dividend
Other adjustments

Other movements in
shareholders' equity {30} (343)
Shareholders' equity at

December 31, 2005 696 (1,659)

Currency
translations
DKK million

(114)

242

(33)

(27)

182

182

68

Available-
for-sale
finanaal
assets

DKK million

53

60

The proposed dividend of DKK 256 milllion for 2005 is incfuded in Retained earnings.
Reference is made to Note 18 concerning treasury shares and average number of shares.

Attributable to sharehalders in the company

Cash flow
hedges
DKK miilion

75

(22)
(83)

24

{81)

81)

(6)

Retained
earnings
DKK million

4,493

15
57

72

858

930

(554)
(231)
(36)

{821)

4,602

Minority
interests
BKK million DKK million

Total

30 3,947
3 245
(48}
(83)

15

54

3 183
3 861
6 1,044
(1.053)

126

(n (232)
@ (38)

(3) (1,197)

33 3,794
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Batance sheet - the Novozymes Group

Note

10
"
12

12
14
15
16
17

18
18

12
20
21
22

23
21

15
24

ASSETS
Intangible fixed assets

Deferred tax assets
Financial assets
Total fixed assets

Inventories

Trade receivables

Tax receivable

Other receivables
Financial assets

Cash at bank and in I_'mpd
Total current assets

Total assets

Share capital
Treasury shares
Other reserves
Retained earnings
Minority interests

Deferred tax liabilities

Provisions
Financial liabilities

Non-current liabilities

Financial liabilities
Provisions

Trade payables

Tax payable

Other currep_t_liabilities

Dec. 31, 2006 Dec. 31, 2005
DKK million DKK millicn

Total current liabilities

Total liabilities

769 an
Property, plant and equipment 3,553 3,477
45 42
-
s o - 4,35 o 3,970
1,326 1,197
1,193 1,056
248 318
145 163
177 151
497 454
o 3,586 3,339
S o 7965 7,309
LIABILITIES AND SHAREHOLDERS® EQUITY
650 696
(1,449) (1,659)
86 122
4,072 4,602
. 34 33
Total shareholders' equity 3,393 3,794
756 574
Leng-term employee benefits 15 17
134 63
1,708 1,396
Other non-current liabilities 21 23
bilities 2,634 2,073
461 168
20 1
386 313
50 48
1,021 %02
1,938 1,442
4,572 3,515_
7,965 7.309

Total fiabilities and shareholders’ equity




Statement of cash flows and financial resources - the Novozymes Group

Nate

32

10

n
35

17
18

33

34

Net profit

Reversal of non-cash expenses
Corporation tax paid

Interest received

Interest paid

Cash flow before change in working capital

Change in working capital:

(Increase)/decrease in receivables

{Increase}/decrease in inventories

IncEggei(decrease) in trade Vpra@p‘lgska_nd’ other liabilities

Cash flow from operating activities

Investments:

Purchase of intangible fixed assets

Sale of property, plant and equipment
Purchase of property, plant and equipment
A(T{if:i';igﬂ of compani_e_s

Cash flow from investing activities

Free cash flow

Financing:

Non-current borrowings
Sale of shares in Novo Nordisk A/S
Purchase of treasury shares, net
Dividend paid

Cash flow from financing activities

Net cash flow

Unrealised gain/{loss} on currencies and financial assets included in cash and cash equivalents

Net change in cash and cash equivalents

Cash and cash equivalents at January 1
Cash and cash equivalents at December 31

Undrawn committed credit faj:i!ities

Financial resources at December 31

2006
DKK million

911

996
(120}
133
(147
1,773

(80)
(48)
{111
1,534

3
29
(492)
(477)
{953)

581

385
15
(996)
(255)
{851)

270y

(26)

(296)

367
7

3,000
3.0Mm

2005
DKK million

861

756
(382)
65
(95)
1,205

(53)
(23)
197
1326

an
N
(355)

(335)
991

n
{927)
(231)

{1.136)

(145)
29
(116)

483
367

3,000
3,367
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Environmental, social and knowledge data

Note

37
38

39

40

a1

42
43

ENVIRONMENT
Consumption of resources
Water

Internally generated energy
Externally generated energy
Energy, total

Raw materials

Packaging

Wastewater
Volume

Dry matter
BODS

£ob
Nitrogen
Phosphorus

Biomass

Volume, NovoGro®
Volume, NovoGro® 30
Volume, compost
Nitrogen

Phosphorus

Waste
Non-hazardous waste
Hazardous waste
Waste, total
Percentage of total waste recycled

Emissions to air

Ozone-depleting substances, HCFCs
co,
S0,

NO,

Environmental impact potentials
Global warming
Ozone layer depletion

Acidification

Envirocnmental compliance, etc.

Breaches of regulatory limits, groun_dwater
Breaches of regulatory limits, other
Unintended releases of GMQs

Significant spills

Neighbour complaints

Animals for testing
Animals for testing

1,000 m?
1,000 GJ
1,000 GJ
1,000 GJ
1,000 tons
1,000 tons

1,000 m?
Tons
Tons
Tons
Tons
Tons

,Kg

1,000 tons
Tons
Tens

1,000 tons CO,-eqv.
Kg CFC”-eqv.
Tans Soz-eqv.

No.
No.
No.
No.
No.

) 2006 2005
2893 4,600
846 821
2,476 2,357
3,322 3,178
323 287
12 "
3,564 3,349
315 366
748 468
1,756 1,689
166 181
36 39
280 293
116 108
25 35
1,598 1,451
609 584
7,662 9,409
975 991
8,637 10,100
42,1 30.6
1,310 5,368
406 377
1,120 1,090
945 878
T a8 386
52 215
1,781 1,706
2 21

8 6

0 0

0 1

14 17

4,339 2,952




Environmental, social and knowledge data

Note
SOCIAL
Empioyee statistics

44 Employees, total
44, 45 Women
Men
46 Rate of employee turnover
Average age
Seniority
47 Rate of absence

Training costs

Average spent per employee
Costs as percentage of total employee costs

HEALTH AND SAFETY

Occupational accidents and diseases _
Fatalities
48 Accidents with absence
Of which accidents requiring professional first aid
49 Occupaticonal diseases

Frequency of occupational accidents

No.
%

%

%
Years
Years
%

DKK
%

No.
No.
No.
No.
Per million working hours

Frequency of occupational accidents requiring professional

first aid
Frequency of occupational diseases

KNOWLEDGE
Processes and technology

New products
Active patent families

Per million working hours

Per million working hours

No.
No.

2006

4,544
358
64.2

8.0
39.8
89
23

6,721
1.6

27
21
1"
3.7

2.9
1.5

974

2005

4,068
34.8
65.2

6.6
40.0
9.3
25

6,941
1.5

30

26

12
4.6

4.0
1.8

893
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Note 5 - Depreciation, amortisation and impairment
losses
2006 2005
DKK miltion DKK millien
Recognised in the income statement under the
following items:

Cost of goods sold 2N 3M
Sales and distribution costs 13 12
Research and development costs 72 63
Administrat_ive costs 17 17

Depreciation and impairment
losses, property, plant and
equipment 373 393

Recognised in the income statement under the
following items:

Cost of goods sold 50 25
Sales and distribution costs 12 18
Research and development costs 25 14
Administrative costs 9 12

Amortisation and impairment
losses, intangible fixed assets 96 69
Total depreciation, amortisation -
and impairment {osses 469 462

Of which impairment losses on know-how of DKK 15 million in
2006, included in Cost of goods sold.

Note 6 - Licence fees and Other operating income, net
2006 2005
_ DKK million DKK million

Other operating income, net 43 19

Licence fees 16 15

Licence fees and Other operating
income, net 59 34

Note 7 - Financial income
2006 2005
DKK million DKK million

Interest income 130 72
Gains on securitjgg, etc, net 4 4
Financial income 134 76

Note 8 - Financial costs

_p_ayment

2006 2005
DKK million DKK million
Interest costs 156 95
Foreign exchange losses on
derivative financial instruments, net 45 1
Other foreign exchange losses, net 5 6
Other financial costs 13 12
Fair value adjustment - share-based
37 18
Financial costs 256 132
Note 9 - Tax
2006 2005

Tax payable on net profit
Change in deferred tax

Impact of change in tax rate from
30% in 2004 to 28% in 2005
Adjustment for previous years
Tax in the income statement

Caleulation of effective tax rate:
Corporation tax in Denmark
Impact of change in tax rate from
30% in 2004 to 28% in 2005
Non-deductible expenses
Difference in foreign tax rates
Other adjustments

332
85

(80)
307

280 %

1.2%
(2.3)%

Effective tax rate

252 %

(7% _

DKK million DKK million

322
18

(35)
__ Q8
289

28.0 %

(3.1)%
0.4 %

(2.00%
18%

51%




Note 10 - Intangible fixed assets

Acquired
Completed IT patents, li- IT development
development cences and projects in
projects* know-how Goodwill progress* Total

DKK million DKK million DKK million DKK million DKK million

Cost at January 1, 2006 247 465 135 20 867
Currency translation 4)] 1 (8) - (8)
Acquisition of companies - 324 104 - 428
Additions during the year 3 2 - 8 13
Transfer (to)from other items 1 - - {11} -
Cost at December 31, 2006 260 792 231 17 1,300
Amortisation and impairment losses at January 1, 2006 195 226 15 436
Currency translation (1 0 0 (1)
Amortisation for the year 27 54 - 81
Impairment losses for the year o i - ) 15 - L 15
Amortisation and impairment losses at December 31, 2006 21 295 15 531
-Ca?ry_/ir;g;mount at December 31,2006 7 39 a7 26 17 769
Cost at January 1, 2005 246 460 119 20 845
Currency translation 1 (1) 1 - 1
Additions during the year - 6 5 - 1
Transfer to other items - - - (11) (11)
Transfer from other items - _ - ] - - no o
Cost at December 31, 2005 247 465 135 20 867
Amortisation and impairment losses at January 1, 2005 153 197 15 365
Currency translation 2 0 0 2
Amortisation for the_ye_ar _ ) 40 29 - 69
Amortisation and impairment losses at December 31, 2005 195 226 15 436
Carrying amount at December 31, 2005 ) 52 239 - 120 ) 431

* Assets developed internally

Obligations to third parties relating to investments in intangible fixed assets are DKK 0 million at December 31, 2006, compared with DKK 53
million in 2005.

The carrying amounts of intangibie fixed assets, including goodwill, were reviewed for impairment losses at December 31, 2006. This did not
reveal any need to write down the book values for impairment.

The impairment test compared the discounted cash flow of the individual cash-generating units with the carrying amounts in the units. Cash
flow is based on budgets and business plans for the period 2007-2011.

Material assumptions used in calculating the terminal value, such as development in sales, EBIT, working capital, fixed assets and assumptions
for growth beyond the specified five-year period, are based on assessments of the individual unit. Discount factors reflecting the risks associated

with the individual units are used in calculating the discounted cash flow.

An amount of DKK 15 million has been written down for impairment, based on a concrete assessment of a know-how asset.

| | ] ' N 1 o ] ot ]



Note 11 - Property, plant and equipment

Land and Plant and

Plant, property
and equipment

Other

under

buildings  machinery equipment construction Total

o DKK million DKK million DKK million DKK million DKK million
Cost at January 1, 2006 2,900 3,816 1,072 381 8,169
Currency translation (98) (98) (32) (8) {236)
Acquisition of companies 35 52 3 - a0
Additions during the year 21 85 53 333 492
Disposals during the year (3) (19) (70) (10) (102)
Transfer (to)/from other items L 19 132 46 (197) -
Cost at December 31, 2006 2,874 3,968 1,072 499 8,413
Depreciation and impairment losses at January 1, 2006 1,104 2,831 757 4,692
Currency translation (30} (66) (23) {119)
Depreciation for the year 80 208 85 373
Depreciation and impairment losses eliminated on disposals during
the year ) o (3) 0on (68} (86)
Depreciation and impairment |osses at December 31, 2006 1,151 2,956 753 4,860
Carrying amount at December 31, 2006 S 1,723 1,02 319 499 3553
Cost at January 1, 2005 2,788 3,631 1,062 306 7.787
Currency translation 161 163 43 8 375
Additions during the year 46 36 43 230 355
Disposals during the year (144) (98} (101) {5) (348)
Transfer (to)/from otheritems _ o 45 84 ) 25 (58 o
Cost at December 31, 2005 2,900 3,816 1,072 381 8,169
Depreciation and impairment losses at January 1, 2005 1,042 2,610 733 4,385
Currency translation 63 99 29 191
Depreciation for the year 91 215 87 393
Depreciation and impairment losses eliminated on dispesals during
the year ) . o (92) (93) _ 92 (277)
Depreciation and impairn?ent losses at December 31, 2005 1,104 2,81 757 4,692
Carrying amount at December 31,2005 1,79 985 T315 381 3477
Obligations to third parties relating to capital expenditure are DKK 83 million at December 31, 2006, compared with DKK 107 million at
December 31, 2005.
Geographical distribution: 2006 2005
) ) o DKK million DKK million
Denmark 1,968 1,950
Rest of Europe, Middle East and Africa 129 69
North America 749 842
Asia Pacific 666 579
Latin America . o 41 37
Carrying amount at December 31 3,553 3,477




Note 12 - Deferred tax

Deferred tax at January 1
Currency translation

Acquisition of companies

Tax on shareholders' equity items
Tax for the year

Deferred tax at December 31

Deferred tax assets
Deferred tax liabilities

Deferred tax at December 31

Intangible fixed assets and property, plant and equipment
Deferred tax relating to inventories

Tax-loss carry-forwards and balance re recapture of tax losses
Share options

Liabilities and other

Netting

Deferred tax at December 31, 2006

Of which due after more than 12 months
Unrecognised share of tax-loss carry-forwards, etc.

Recognised tax-loss carry-forwards, previously unrecognised

Deferred
tax assets
DKK million
9

85

15

27

218

598
(553)

45

2006
DKK milliorn

(532)
18
)

(97)
(93)
(711)

a5
59
717)

Deferred

tax liabilities
BXK m?llio_n )

(642)

(135)

(19)
(513}

(1.309)

553

{7586)
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2005
DKX million

{491)
(23)
(5)
{13)
(532)

a2
(574)
(532)

Total
DKK million
(633}
(50}
{4)
271
(295)
(711}

(711}

(696}

Tax-loss carry-forwards are recognised in deferred tax assets to the extent that the losses are expected to be realised in the form of

future taxable profits within a period of 3-5 years.

Intangible fixed assets and property, plant and equipment
Deferred tax relating to inventories

Tax-loss carry-forwards and balance re recapture of tax losses
Share options
Liabilities and other

Netting

Deferred tax at December 31, 2005

Of which due after more than 12 months
Unrecognised share of tax-loss carry-forwards, etc.
Recognised tax-ltoss carry-forwards, previously unrecognised

Deferred
tax assets
DKK million
13

201

6

191

162

573
(531)

42

24

Deferred

tax liabilities
DKK million

(684)

(194)

{61}

(166}

(1,105)

) 531

{574)

Total

DKK million
(671)

7
(55)

191
(4}
{532)

(532)

(759}

Tax-loss carry-forwards are recognised in deferred tax assets to the extent that the losses are expected to be realised in the form of

future taxable profits within a period of 3-5 years.




Note 13 - Inventories

2006 2005
DKK million DKK million

Raw materials and consumables 20 178
Goods in progress 338 305
Finished goods o 787 714
Inventories _1T356_ T '1,197

The material consumption, included under Cost of goods sold, is
DKK 1,668 million, compared with DKK 1,494 million in 2005.

Expensed write-downs on

inventories 30 23
Reversal of write-downs on
inventories 9 13

Some of the reversal of write-downs can be attributed to the
written-down inventories being reused in production.

Note 14 - Trade receivables
2006 2005
) _DJ(K million DKK million

Trade receivables 1,238 1,099

Allowances for doubtful trade

receivables . {103) (143)
1,135 996

Amounts owed by affiliated
gompanies _ 58 60

Trade receivables at December 31 1,193 1,056
The age analysis of net trade receivables is as follows:

Less than 1 year 152 97
More than 1 year - -

DKK 5 million has been expensed in 2006 in allowances for and
actua! losses on doubtful trade receivables, compared with DKK 5
million in 2005. These costs are included in Sales and distribution
costs.

Note 15 - Tax receivable/payable
2006 2005
DKK million DKK million

At January 1 270 146
Currency translation {16) (14)
Acquisition of companies 4 -
Tax on shareholders' equity items 34 32
Tax relating to the year {214) (276)
Tax paid on account for the current
year, net 360 454
Tax received on account for
previous years, net (240) (72)
?a;gaeiviaﬁlé/(payalgle) at S
December 31 198 270
Corporation tax receivable 248 318
Corporation tax payable {50) (48}
areceivat?lé;(]aayable') at - o .
December 31 198 270
Of which due after more than 12
months 55 2
Note 16 - Other receivables

2006 2005

DKK million DKK mitlion

Public authorities 7 22
Deposits 13 18
Prepaid expenses 54 53
Other receivables ) ) N . 70
QOther receivables at December 31 145 163

Other receivables primarily fall due within 1 year from the
balance sheet date.

Note 17 - Financial assets
Financial assets comprises Available-for-sale financial assets and
Derivative financial instruments.

Available-for-sale financial assets, comprising the Group's holding
of Novo Nordisk B shares, had a market value of DKK 133 million at
December 31, 2006, compared with DKK 132 million at December
31, 2005.

A gain of DKK 33 million on revaluation to market value has been
recognised in shareholders' equity in 2006, of which DKK 21
million has been transferred from shareholders' equity to the
income statement. In 2005 the revaluation to market value was
DKK 21 million, of which DKK 14 million was transferred to the
income statement.

The Group's holding of Novo Nordisk shares has been acquired
with a view to hedging the share option obligation, cf. Note 25.

Derivative financial instruments amounted to DKK 44 million at
December 31, 2006, compared with DKK 19 million in 2005.




Note 18 - Share capital

2006

DKK milli_on DKK miilion

Share capitél 7

Nominal value

2005

A share capital 107 107
B share capital 543 589
Share capital at December 31 650 696
2006 2005
No. No.
Number of s_ﬁ.a-res
A shares of DKK 10 10,748,720 10,748,720
!3 shares of EKK 10 54,251,2897 58,851,%80 .
Total shares §5,000,000 69,600,000

Each A share gives entitlement to 100 votes, while each B share

gives entitlement to 10 votes.

The share capital was written down in 2004, 2005 and 2006, but

was unchanged in 2002-2003.

Number of shares in circulation
Number of shares at January 1
Purchase of treasury shares

Sale of treasury shares

63,911,100
(2,756,632}
651,038

Number of shares at December 31

Treasury shares - B shares

Cost

Cost at January 1

Additions during the year
Disposals during the year
Write-down of share capital

61,805,506

2006

66,590,000
(3,449,031)
770,131

63,911,100

2005

DKK million DKK milfion

1,659
1,107

{111)
{1.206)

Cost at December 31

Nominal value

Nominal value at January 1
Additions during the year
Disposals during the year
Write-down of share capital

1,449

57
28
n

Nominal value at December 31

Number of shares

Number of shares at January 1
Additions during the year
Disposals during the year
Write-down of share capital

Number of shares at December 31

32

5,688,900
2,756,632
(651,038)
4,600,000
3,194,494

46).

1,316

1,053
(126)
(584)

1.659

60
35
(8
(30
S

6,010,000
3,449,031
{770,131}
{3,000,000)
5,688,900

Percentage of share capital
Percentage of share capital at
January 1

Adjustment to figure at beginning
of year as a result of write-down of
share capital

Additions during the year
Disposals during the year
Write-down of share capital
Percentage of share capital at
December 31
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2006
DKX million

82%

0.6 %
4.2 %
(1.0)%
(7.1)%

4.9 %

2005
DKK million

83 %

03%

5.0%
(1.1)%
(4.3)%

82 %

Among other things, acquisitions of treasury shares during the
year took place to hedge share options and adjust the capital

structure,
Average number of shares:

Weighted average number of
outstanding shares excluding
treasury shares

Adjustment for share options
Weightégéverage number of
outstanding shares (diluted)
excluding treasury shares

and including share options in-the-
money:

Note 19 - Minority interests

Minority interests at January 1
Currency translation

Purchase of minority shares
Share of net profit

Dividend paid o
Minority interests at December 31

62,874,459
1,629,118

64,503,577

2006
DKK million

33
(3
3
2
)
34

65,461,022
1,607,617

67,068,639

2005

DKK millionf
30
3

2)

.
33
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Nete 20 - Provisions for pensions and other long-term
employee benefits

The Group has entered inte pension agreements with a significant
number of its employees. Most of the pension plans are defined
contribution plans, and only a small number are defined benefit
plans. A health insurance plan has also heen established in the
USA,

Some of the pension plans are funded by payments from Group
companies. However, some plans are not funded, and a liability
has been recognised in the balance sheet for these plans.

As well as pension agreements, a few countries also have plans
covering other long-term employee benefits which meet local
requirements for insuring employees in the event of termination,
etc.

2006 2005
- DKK million DKK million

Amounts recognised in the income statement re defined benefit
pensicn plans:

Current service costs 7 5
Interest costs 2 3
Expected return on plan assets €3] (3)
Service costs relating to changes to

plans (3) 2

Total amount re defined benefit
plans recognised in the income
statement 3 7

The actual return on plan assets was a positive return of DKK 2
million {2005: a positive return of DKK 8 million).

2006 2005
DKK million DKK million y
Amounts recognised in the balance sheet re defined benefit
pension plans:
Present value of fully/partly funded

obligations 76 81

Fair value of plan assets ) (84) 0N
(8) 4

Present value of unfunded

obligations 12 12

Unrecognised actuarial gains/(losses) 8 1

Unrecognised part of benefit assets 3 -

Liability recognised in the balance
sheet 15 17

2006 2005
DKK millipn DKK million

Movement in the net liability:

Opening net liability 17 16
Currency translation (t) 2
Total amount expensed in the

income statement 3 7
Contributions paid (6} ()]
Other changes . 2 (?.)_
Closing net liability 15 17

The actuarial valuations of the most significant defined benefit
plans have been based on the following assumptions:

2006 200_5 )
Discount rates 2.9% 3.9%
Expected rates of return on plan
assets 35% 4.5%
Future salary increases 1.3% 2.0%
Annual increase in healthcare costs 7.6% 7.6%
Note 21 - Provisions

2006 2005

DKK million DKK million

Provisions at January 1 74 79
Currency translation 0 2
Acquisition of companies 40 -
Additions during the year 47 12
Previous years reversed {6} -
Utilisation during the year . (19
Provisions at December 31 154 74
Current 20 1
Non-current 134 63

Provisions includes items relating to liabilities for restoring rental
premises to their original condition on moving out, remainder of
purchase price in connection with acquisition of companies,
pending litigation and other fong-term employee benefits with
the exception of pensions and similar obligations.




Note 22 - Financial liabilities - non-current

Financial liabilities includes debt to credit institutions as specified
below and liabilities relating to derivative and other financial
instruments of DKK 71 million in 2006, compared with DKK 43
million in 2005.

2006 2005
OKK million DKK million

Unsecured borrowings and other

non-current loans with terms

between 2009 and 2013 at an

interest rate of 4.1% - 5.6%,

excluding the amounts falling due

within 1 year ] 1,637 1,353
Credit institutions at December 31 1,637 1,353

The debt is payable within the following periods from the balance
sheet date:

Between 1 and 2 years - -

Between 2 and 3 years 714 -
Between 3 and 4 years 366 796
Between 4 and 5 years - -
After 5years - o557 §57
Credit institutions at December 31 1,637 1,353

The debt is denominated in the
following currencies:

DKK 557 557
ust o o 1,080 796
Credit institutions at December 31 1,637 1,353

The interest on the above loans will be adjusted in 2007.

Revaluation of the above loans to market value at December 31,
2006 would not have entailed a value adjustment.
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Note 23 - Financial liabilities - current

Financial liabilities includes debt to credit institutions as specified
below and other liabilities relating to derivative and other
financial instruments of DKK 35 million in 2006, compared with
DKK 81 million in 2005.

2006 2005
DKK million DKK millien
Credit institutions 426 87
Non-current borrowings falling due
within 1 year - -

Credit institutions at December 31 426 87

The debt is denominated in the
following currencies:

DKK 372 33
EUR 27 21
JIPY 24 32
Other 3 1
Credit institutions at December 31 426 87

Note 24 - Other current liabilities
2006 2005
DKK mill_io_n_ DKK mil!iqn _

Employee costs payable 406 329
Taxes and duties payable 20 33
Accruals and deferred income 74 70
Share-based payment 114 84
Other current liabilities 407 386
Other current liabilities at .
December 31 1,021 902
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Note 25 - Share-based payment, and remuneration

As in previous years share options have been granted in 2006. Allocation has been linked to profit and value creation targets being achieved.
The purpose of the share option programmes has been to ensure common goals for the Management, employees and shareholders.

The Management has previously been granted share options with a maturity period between six and eight years, which after three years give
the holder the right to purchase one share with a nominal value of DKK 10 per share option. Other managerial staff have been granted share
options with a maturity period of eight years, which after three years give the holder of the option the right to purchase one share with a
nominal value of DKK 10 per share option.

The share option programme for other employees ran for three years, so it was possible to be allocated share options for the years 2001, 2002
and 2003. The share options have a binding period of three years and an exercise period of five years after the binding period.

The above-mentioned share option programmes are primarily equity-settled, and no liability is recognised for these. In the case of allocations in
countries where ownership of foreign shares is not permitted, the value of the share options is settled in cash, and a liability of DKK 37 million
(2005: DKK 24 miltion) was recognised for this in 2006. The intrinsic value of the programmes in 2006 was DKK 37 million {2005: DKK 24 million).

At December 31, 2006 the Group's outstanding Novo Nordisk A/S share options totalled 276,703, with an average exercise price of DKK 192 per
share of DKK 2 and a market value of DKK 77 million, which is recognised as a liability. These options are hedged by the Group's holding of
Novo Nordisk AJS shares, which are recognised at market value, In 2006 the Management and managerial staff exercised 87,900 Novo Nordisk
AJS options.

The Group is obliged to divest shares to Novo A/S with regard to options allocated to employees who were transferred to Novo A/S in
contnection with the Demerger. The shares will be divested when the employees exercise their options, and Novozymes A/S is committed to
reimburse expenses equivalent to the value of the shares at the time of the transition of the employees to Novo A/S. 4,260 shares were divested
in 2006, such that the obligation at December 31, 2006 totalled 7,400 shares. This obligation is hedged by the holding of treasury shares.

Number of Exercise
Other options price per Remaining
managerial which can be  optionin term to
Share options in Novozymes AlS Management staff Otherstaff ~ Total exercised DKK maturity (yrs)
Outstanding at January 1, 2005 241,800 1,307,032 2,388,517 3,837,349 429,409 159+* [l
Options exercised in 2005 (126,550} (217,960} (468,521) (813,031} 163*
Terminations in 2005%** - (10,950) (26,499 {37.449) B B
Qutstanding at December 31, 2005 115,250 1,078,122 1,893,497 3,086,869 800,787 158* G
Additions during the year 8.279 417,906 B 426,185
Options exercised in 2006 (47,150) (264,080} (369,518) (680,748) 167*
Terminations in 2006*** B (?:OOO) {18,569) (14,250} (41,8]?)

Cutstanding at December 31, 2006 67,379 1,213,379 1,509,729 2,790,487 857,929 183+ G




Number
Other of options
managerial Cther which can
Share options in Novozymes A/S  Management staff staff Total be exercised
Qutstanding programme 1998 - 2,350 - 2,350 2,350
Outstanding programme 1999 - 8,902 - 8,902 8,902
Cutstanding programme 2000 2,200 17,717 - 19,917 19,917
Qutstanding programme 2000 300 1,000 - 1,300 1,300
Cutstanding programme 2000 - 66,600 - 66,600 66,600
Qutstanding programme 2001 6,300 101,418 - 107,718 107,718
Outstanding programme 2001 - - 294,851 294,851 294,851
Cutstanding programme 2002 7.700 109,450 239,151 356,301 356,301
Cutstanding programme 2003 47,400 503,105 975,727 1,526,232 -
Qutstanding programme 2006 3,479 397,832 - 401,31 -
Qutstanding programme 2006 - 5,005 - 5,005 -
QOutstanding at Decembé:31. 2006 67.379 1,213,379 1,509,729 2,790,487 857,939

* The exercise price is an average of several option programmes.
**  Remaining term to maturity is stated as a weighted average of the outstanding options.
Relates to employees outside Denmark.

* ok

Exercise

per

price
option
in DKK

64
1]
0
1M
150
159
186
169
148
344
400

Market
Remaining value in

term to DKK

maturity (yrs) million

- 0 W =

23
35
89
113
518
78

W MWL b WWNOC N = O

870

Market value is calculated on the basis of the Black-Scholes model for valuation of options. The historical volatility for the last year is used when
calculating the value of the options at year-end. The risk-free interest is based on Danish government bonds with a period of maturity
equivalent to the option’s expected remaining term to maturity. The expected period of maturity is fixed at 1 year after the expiry of the

binding period, or the option's expiry date if this is within 1 year.

The following assumptions are made when calculating market value at the end of the period:

Dividend per share, DKK
Volatility, %

Average risk-free interest, %
Share price

Holdings of and trading in Novozymes A/S shares by the Board of Directors and Management

Number of shares in Novozymes A/S o
Share portfolio at January 1, 2005

Purchase of shares during the year

Sale of shares during the year

Share portfolio at December 31, 2005

Change in Management

Purchase of shares during the year
Sale of shares during the year -
Share portfolio at December 31, 2006

Board of

11,627

6,800

) (6,430)

11,997

___(4,000)

2006 2005
4,50 4.00
26.5 16.9
39 28
486 345
Directors Management Total
30,519 42,146
126,550 133,350

{148,050) {154,480)
9,019 21,016
{1,705} {1,705)
48,150 48,150
(54,553) (58,553)
911 8,908

7,997

The share portfolio had a market value of DKK 7.3 million at December 31, 2005 and DKK 4.3 million at December 31, 2006, based on the listed

prices at year-end 2005 and 2006 respectively.
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Holdings. exercise and allocations of Novozymes A/S share options for the Management and Board of Directors

Options at  Additions  Exercised  Options at Market

January 1, during during Dec. 31, value in
Number of share options in Novozymes AlS 2006 the year the year 2006 DKK million
Steen Riisgaard 31,800 - - 31,800 10.7
Per Falholt 13,500 - (4,500) 9,000 3.1
Benny D. Loft* 10,300 3,479 {5,500} 8,279 2.3
Peder Holk Nielsen 35,950 - {26,650) 9,300 3.2
Arne W, Schmidt 20,500 - (11,500} 9,000 31
Holdings of share options 112,050 3,479 (48.150) 67.379 24

* Joined Management in 2006

In addition, Kurt Anker Nielsen, Vice-Chairman of the Board of Directors, has a holding of 6,268 share options in Navozymes A/S from 2000 and
before in his capacity as a former executive officer of Novo Nordisk A/S.
The employee-elected board members also hold share options in Novozymes A/S, granted in connection with share option allocations in
previous years covering all employees in Novozymes A/S on the relevant dates.
2006 2005
_DKK million  DKK million

Remuneration to the Management:

Salaries 20 19
?ensriorjlsr i 4 4
Total remuneration to the Management 24 23
Total remuneration to the Board of Directors 3 3

A share-based incentive programme has been adopted for the Management for the period 2004-2006.

A pool of 185,955 B shares has been set aside from the company's holding of treasury shares, and the full number of shares will be released at
the beginning of 2007. Allocation of the shares was conditional on the economic value added which Novozymes generated for its shareholders
in the period 2004-2006. See page 13 in the "Report of the Board of Directors® for further information.

Economic value added is calculated using a WACC-based required rate of return of 7%. The market value of the incentive programme is
calculated on the basis of the share price on the grant date less any expected dividends during the programme's term to maturity.

Members of Management have contracts of employment containing standard conditions for members of the Management of Danish listed
companies, including with regard to the perieds of notice which both parties are required to give and competition clauses. If the executive
officer's contract of employment is terminated by the company, without there having been misconduct on the part of the executive officer,
the executive officer has the right to compensation, which, depending on the circumstances, may amount to a maximum of three years'

salary and pension contributions.




Note 26 - Fareign currencies in the balance sheet
Hedging of assets and liabilities in foreign currency (transaction risk)

The table below shows the Group's assets and liabilities in foreign currencies at December 31, 2006, calculated as the total of each Group
company’s assets and liabilities in a currency other than its own. The table also shows the financial instruments used to hedge these assets and

liabilities.
Contracted
derivative Exchange rate at
Currency financial Net currency Dec. 31, 2006 (for
DKK million L _ . _  _  _ exposure _ instruments exposure 100 units)
uso - 229 (482) (253) 566.14
EUR 284 {1,161) (877) 74560
CNY 114 - 114 72.53
JPY 38 (54) (16) 475
CHF (530} 407 (123) 464.00
AUD 328 (307 21 446.71
gthEL S o _ 218 _ (97)_ _ 121
681 (1,694) {1.013)

Transaction risk is the possibility of gainsflosses on transactions which are open on the balance sheet date as a result of subsequent exchange
rate changes. Gains/losses are recognised in the income statement.

Hedging of investments in foreign subsidiaries (translation risk)

Contracted
Net investment derivative Exchange rate at
in foreign financial Net assets with Dec. 31, 2006 {for
DKK million . _  __ __ _ subsidiaries  instruments translation risk 100 units)
AUD 137 - 137 446.71
BRL 81 - 81 264.41
CHF 542 {275) 267 464 00
CNY 848 - 848 7253
EUR 95 - 95 745.60
usb 638 {244) 394 566,14
oher ) 135 ] _ - 135
2,476 (519) 1,957

Translation risk is the possibility of gains/losses arising from translation of net assets in subsidiaries as a result of subsequent exchange rate
changes. Gains/losses are recognised directly in Currency translation under Shareholders' equity.




Note 44 - Employee statistics

2006 2005
- ) No. No.
Women 1,625 1,417
Men _ 2919 2,651
Employees, total 4,544 4,068
Full-time employees 4,284 3828
Part-time employees 260 240
Employees, total 4,544 4,068
Denmark 2,234 2,177
Rest of Europe, Middle East and Africa 406 282
North America 659 655
Asia Pacific 1,064 777
Latin America 181 177
Employees, total 4,544 4,068
Senior management 141 130
Management 596 499
Professional 1131 977
Administrative 542 515
Skilled workers, laboratory technicians
and other technicians 876 763
_F’r();ce;sic)perialgrs._‘ L 1,258 1.184
Employees, total 4,544 4,068

Note 45 - Percentage of women by job category

2006 2005

‘77 % Yo
Senior management 17.0 14.6
Management 282 287

As there is a particular focus on the percentage of women at
management level, the percentage of women is only reported for
Senior management and Management and not for other job
categories.

Note 46 - Job creation

2006 2005

L Nao. No.
Net growth in number of employees,

organic 197 102
Net growth in number of empioyees,

acquisitions 279 0

Terminations 319 245

Note 47 - Rate of absence by job category

2006 2005
% %
Senior management, Management,
professional and administrative 1.2 1.1
Skilled workers, laboratory technicians,
other technicians and process operators 35 40

Rate of absence has been broken down by grouped job categories
based on whether the work carried out is primarily office-based,
and is therefore not stated per job category.

Note 48 - Consequences of occupational accidents

2006 2005
No. No.
Return to original job 23 29
No longer employed by Novozymes,
but still able to work 0 1
Case pending 4 0
Occupational accidents, total 27 30
Total days of absence 520 293

For the purpose of the comparative figures, cases which were
pending at the end of 2005 have been updated in line with
information available at the end of 2006. The derived figure for
total days of absence has also been updated.

Note 49 - Consequences of occupational diseases

2006 2005
No. No
Return to original job 5 5
Return to a different job in the same
department 0 5
Transfer to a different job in another
department 1 [¢]
No lenger employed by Novozymes,
but still able to work 1 2
Out of work or early retirement 1 0
Case pending 3 0
Occupational diseases, total 11 12
Total days of absence 204 77
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Key figures 2006-2002
DKK million ) 2006 2005 2004 2003 2002

Income statement

Sales 6,802 6,281 5,988 5775 5,632
Research and development costs 880 793 780 749 713
EBITDA 1,809 1,668 1,584 1,505 1,479
Operating profit 1,340 1,206 1,089 998 964
Financial items, net (122} (56) {33) 32 (51}
Profit before tax 1,218 1,150 1,056 1,030 914
Net profit 911 86t 775 746 656

Balance sheet

Fixed assets 4,379 3,970 3,908 4,206 4,453
Current assets 3,586 3,339 3,168 3,292 3,745
Total assets 7.965 7.309 7.076 7.498 8,198
Share capital 650 696 726 754 754
Shareholders' equity 3,393 3,794 3,947 4,079 4,139
Non-current liabilities 2,634 2,073 1,865 1,970 2,899
Current liabilities 1,938 1,442 1,264 1,449 1,160
Net interest-bearing debt 1,455 877 638 782 1,069

Investments and cash flows

Cash flow from operating activities 1,534 1,326 1,287 1,374 1,181

Cash flow from investing activities, net (953) (333) (207) (574} (606}
Of which investments in property, plant and equipment, net (463} (324} (279) (389} (334)
Free cash flow 581 991 1,080 800 575
Cash flow from financing activities (851) {1,136) (1,029) {998) (368)
Net cash flow (270} (145) 51 (198) 207
Key figures

Sales outside Denmark as a percentage of sales % 98.2 96.9 95.8 96.2 96.7
Research and development costs as a percentage of sales % 129 12.6 13.0 13.0 12.7
EBITDA margin % 26.6 26.6 26.5 26.1 26.3
Operating profit margin % 19.7 19.2 18.2 17.3 171
Net profit margin % 13.4 13.7 12.9 129 1.6
Effective tax rate % 25.2 25.1 26.6 27.6 28.2
Equity ratio % 426 51.9 55.8 54.4 50.5
Return on equity % 25.4 22,2 19.3 18.2 16.0
ROIC including goodwill % 20.2 193 17.4 15.5 13.6
ROIC excluding goodwill % 211 19.8 18.1 16.0 138

WACC % 7.5 5.9 5.8 6.0 5.7




Companies in the Novozymes Group

Group companies

Novozymes Australia Pty. Ltd.

Novozymes GroPep Holding Pty. Ltd.
MNovozymes GroPep Ltd.

Novozymes Austria GmbH

Novozymes Belgium BY

Novozymes Latin America Ltda.
Novozymes (China;} Biotechnology Co. Ltd.
Novozymes (China} Investment Co. Ltd.

Novozymes (Shenyang) Bioprocessing Co. Ltd.

Qingdao Huayuan Fine Bio-Products Co. Ltd.
Suzhou Hongda Enzyme Co. Lid.
Novazymes A/S

Novozymes Bioindustrial A/S
Novozymes Bisindustrial China A/S
Novozymes 8iopolymer A/S
Novozymes Biopolymer Hoiding A/S
Navazymes Biotechnology A/S
Novozymes Biologicals France S.A.
Novozymes France S.A.

Novozymes Deutschland GmbH
Novozymes South Asia Pvt, Ltd.
Novozymes Italia S.rk.

Novozymes Biologicals Japan Ltd.
Novozymes Japan Ltd.

Novozymes Malaysia Sdn. Bhd.
Novozymes Mexicana, S.A. de C.V.
Novozymes Mexico, 5.A. de C.V.
Novozymes Netherlands B.V.
Novozymes Singapore Pte. Ltd.
Enzymes S.A. (Pty) Ltd.

Novozymes Korea timited
Novozymes Spain S.A.

Movozymes Biopharma AB
Novazymes Switzerland AG
Novozymes Switzerland Holding AG
Novozymes Enzim Dis Ticaret Limited Sirketi
Novozymes Delta Ltd.

Novozymes UK Ltd.

Novozymes, Inc.

Novozymes Biologicals, Inc.
Novozymes North America, inc,
Novozymes US, Inc.

Joint ventures

Hallas Park houseowners’ assaciation
Smermesen houseawners' association

Country Activity

O

Australia

Australia

Australia O
Austria

Balgium

Brazil (o}
China O
China

China

China

China Q
Denmark Q
Denmark

Denmark

Denmark

Denmark

Denmark

france

France

Germany

India

[taly

lapan

lapan

Malaysia

Mexico

Mexica

Netherlands

Singapore

South Africa

South Korea

Spain

Sweden Q
Switzerland

Switzerland

Turkey

UK &)
UK

USA

USA O
USA o 0
USA
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Country Activity

Denmark
Denmark

O 150 14001 -certified sites. All major companies are also 150 9001-certified.

QO Production

O sales & Marketing

A Research & Development
O Holding companies, etc.

e

OO0 o000

AUD
AUD
AUD
EUR
EUR
BRL
CNY
CNY
CNY
CNY
CNY
DKK
DKK
DKK
DKK
DKK
DXK
EUR
EUR
EUR
INR
EUR
IPY
IPY
MYR
MXN
MXN
EUR
SGD
ZAR
KRW
EUR
SEK
CHF
CHF
TRY
GBP
GBP
usb
usD
usD
ush

Issued share
capital/paid-up

Percentage of
shares owned

capital
500,000 100
30,000,001 100
102,201,000 100
36,337 100
18,600 100
23,601,906 100
859,058,400 100
816,449,373 100
16,152,411 100
27,000,000 82
236,744,150 94
650,000,000 100
1,000,000 100
729,700,000 100
710,000 100
710,000 160
510,000 100
650,000 100
45,735 100
255,646 100
50,000,020 100
10,400 100
30,000,000 100
300,000,000 60
6,666,414 100
338,100 100
35,224,200 100
18,000 100
2,000,000 100
100 100
3,300,000,000 100
360,607 100
28,001,000 100
5,000,000 100
3,000,000 100
21,000 100
22,535,113 100
1,000,000 100
1,000 100
3,000,000 100
17,500,000 100
115,387,497 100

Proportion of
ownership interest

50
50




Share information

The price of the Novozymes B share ended the year at DKK
486, up DKK 141 or 41% from the beginning of the year.

The Novozymes share performed 29 percentage points better
than the Copenhagen Stock Exchange’s OMXC20 blue-chip
index, which climbed 12% during the year. Relative to other
relevant stock indices the trend was also for the Novozymes
share to gain more than the average.

In 2006, for the sixth year in a row, Dow Jones Sustainability
Indexes named Novozymes as the listed biotechnology com-
pany with the greatest capacity, both in Europe and world-
wide, to generate tong-term shareholder value by exploiting
opportunities and managing risks deriving from economic,
environmental and social factors.

Novozyrmes” market capitalisation at the end of the year was
DKK 31.6 hillion. In terms of trading, the share was the 11th
most traded on the Copenhagen Stock Exchange. Share turn-
over was fairly stable during the year. On an average day
225,000 shares were traded.

At Novozymes A/S' Annual Meeting of Shareholders on
March 1, 2006 a decision was taken to write down the share
capital by 4.6 million B shares, corresponding to DKK 46 mil-
lion. Following this write-down, the share capital is DKK 650
million, corresponding to 65.0 million shares.

Novazymes invested a total of DKK 1,107 miflion in share
buy-backs in 2006, and holdings of treasury shares made up
4.9% of the total share capital at year-end.
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Novozymes’ B share in 2006 - relative share price performance
versus relevant indexes
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Share-related key figures 2006 2005
Share price (DKK)
- high 4975 3495
- low 327.0 265.5
- year-end 486.0 345.0
Year-end market capitalisation and turnover (DKK billion)
- A shares 5.2 37
~ B shares 264 20.3
- total 36 240
Turnover, all trades 23.0 15.9

No. of shares, average (million)

- diluted 64.5 67.1
No. of shares, year-end (million)

— issued 65.0 69.6
- outstanding 61.8 63.9
- diluted 63.7 65.6
Shares not strategically owned (free float) 2006 2005
- all shares 74.5% 74.5%
— B shares 89.3% 88.1%
Key figures

Earnings per share, diluted (DKK) 14.09 12.79
Cash flow from cperating activities per share, diluted (DKK) 23.78 19.77
Dividend per share (DKK) 4.50 4.00

Year-end dividend yield {%} 09 1.2
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Background information on the Novozymes share
Novozymes A/S” B shares are listed on the Copenhagen Stock
Exchange and are traded under ticker code NZYM B and ISIN
DKOB10272129. They have a nominal value of DKK 10 each.

Share capital and voting rights

Share capital (DKK) Votes Votes (%)
A shares 107,487,200  1,074,872,000 66.5
B shares 542,512,800 542,512,800 335
Total 650,000,000 1,617,384,800 100.0

The A share capital is held by Novo A/S, which is wholly owned
by the Novo Nordisk Foundation. In addition, Novo A/S holds
5,826,280 B shares, which overall gives Novo A/S 25.5% of
the total share capital and 70.1% of the votes. This is why
Novozymes is included in the consolidated financial state-
ments of the Neve Nordisk Foundation. Movo A/S is dom-
iciled in Gladsaxe, Denmark.

Novozymes' holding of treasury shares has been included
when calculating the numbers and percentages of votes

held.

Breakdown of shareholders

Name % of % of
B share total share
capital capital

Novo A/fS, Gladsaxe, Denmark 107 25.5

Novozymes A/S, Gladsaxe, Denmark 5.9 49

Danish ATP, Hilierad, Denmark 6.8 57

institutional investors, etc. 60.4 504

Private investors 16.2 135

Total 100 100

The figures for institutional investors include two foreign
funds each holding just below 5% of the total share capital.
It is estimated that the number of private shareholders is
around 65,000, of whom 44,000 are registered by name.

Geographical distribution of shareholders

Country/region % of % of

B share total share

capital capital
Denmark 57 64
Rest of Eurcpe 22 18
Morth America 19 16
Rest of the world 2 2

Total 100 100

Dividend

The Board of Directors proposes payment of a dividend of
DKK 4.50 per share for 2006, compared with DKK 4.00 per
share for 2005.

The dividend is disbursed in DKK less the statutory 28%
deduction of Danish withholding tax. Shareholders resident
in some countries may be eligible for a refund of withholding
tax deducted in Denmark, subject to the double-taxation
agreements in force between Denmark and the countries
concerned.

Dividend dates

Resolution adopted at the Annual
Meeting of Shareholders:

Last day of trading with right to
dividend for 2006:

First day of trading without right to
dividend for 2006:

Calculation date;

Disbursernent of dividend:

March 8, 2007

March 8, 2007

March 9, 2007
March 9, 2007
March 12, 2007

Financial calendar

March 8, 2007 Annual Meeting of Shareholders

April 25, 2007 First guarter 2007 Group financial
statement

August 9, 2007 First half 2007 Group financial
statement

October 25, 2007 First nine months of 2007 Group

financial statement

Shareholder magazine and annual report

The shareholder magazine The Zymes is distributed twice a
year to all shareholders registered by name, in connection
with the notice convening the Annual Meeting of Sharehold-
ers and after the publication of the financial statement for
the first half of the year. The full annual report can be found
at http://report2006.novazymes.com.




Equity analysts
A detailed list of the equity analysts covering Novozymes can
be found at www.novozymes.com > Investor > Share info.

The following 19 companies were covering the company at
year-end:

» ABG Sundal Collier

» ABN AMRO Bank

y Alm. Brand Bors

» Carnegie

»y Cazenove

» Chevreaux

» Danske Equities

» Enskilda Securities

» FIH

> Handelsbanken Capital Markets
» HSH Gudme

» L.P. Morgan Securities
» Jyske Bank

> Merrill Lynch

» SG Securities

» Standard & Poor’s

» Sydbank

» UBS

» Vontobel
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Dialogue and contact

Visit Investor at www.novozymes.comn for investor relations
guidelines and information for both private and institutional
shareholders, or contact Investor Relations:

Lene Aabo, Sentor Director

Tel. +45 4446 0082, mobile +45 3077 0082
Fax +45 4442 1002

lefr@novozymes.com

Tobias Bjorklund, Manager (USA)
Tel. +1 919 649 2565

Fax +1 919 494 3450
tobb@novozymes.com

lan Christensen, Manager

Tel. +45 4446 0341, mobile +45 3077 0341
Fax +45 4442 1002

isec@novozymes,com

Registration number

Novozymes A/S is registered with the Danish Commerce and
Companies Agency under 1000 71 27.

B
B

For more information on the Novozymes share visit
WWWWL.NOVOZYMes.com > Investor > Share info

Novozymes' investor relaticns guidelines can be viewed
Bt WwWw.hovozymes.com > Investor » Contacts




Board of Directors

Walther Thygesen Hans Werdelin

Born 1338, Directer
Member of the Board since 2000,
Elected for 1 year at a time.

Born 1950, General Manager and
Vice President, Hewlett-Packard EMEA
Member of the Board since 2000.

Elected for 1 year at a time, Other board positions:

Chairman: C.W. Obel A5, Fritz Hansen A/S, NKB Private Equity Ill DK A/S

and NKB Private Equity Il Euro A/S,

Vigce Chairman: Skandinavisk Helding A/S, Skandinavisk Tobakskempagni A/S

and a subsidiary hereof.

Member: Novo A/S, BTX Group Holding 475 and a subsidiary hereof, and Lomax A/S.
Chairrman of the Audit Committee of BTX Group Holding A/S.

Other board positions:

Chairman: The Copenhagen Center.
Member: A/S Ejendomsvaekst, Niras ASS
and Thrane & Thrane ASS.

Special competences: knowledge of IT and

international management in the high-tech Special competences: industrial experience, knowledge of acquisitions, and knowledge

area. of the Novo Group.
< €«
Kurt Anker Nielsen*
Born 1845, Vice-Chairman, Senior Vice President
; Member of the Board since 2000.
Elected for 1 year at a time,
Seren Henrik Jepsen Other board positions:
i Chairman: Reliance A/S and Collstrops Mindelegat.
Born 1947, employee representative, Member: Novo Nordisk Foundation, Novo Nordisk A/S, ZymoGenetics, Inc,,
Manager Dako AfS (Vice Chairman), Vestas Wind Systems A/S, Norsk Hydro ASA and
Member of the Board since 2005. LifeCycle Pharma ASS.
Elected for 4 years at g time. Chairman of the Audit Committees of Movo Nordisk A/, Norsk Hydro ASA,
S Vestas Wind Systems A/, ZymoGenetics, Inc, and Dako A/,

Member of the Audit Committee of LifeCycle Pharma A/S.

Special competences: knowledge of Novozymes' business, management experience
in international, biatech and biopharmaceutical companies and expertise in financial
and accounting matters

4)
A
Paul Petter Aas
Born 1946, Senior Vice President,
Yara International ASA {Norway}
Member of the Board since 2800. Arne Juul Hansen :
Elected for 1 year at a time. Ulla Morin
. B . Born 1951, employee representative, Born 1954, employee representative,
Special competences: international Operator Laboratary technician
busmess_ experience, msrgh_! into the Member of the Board since 2001, Member of the Board since 2001,
process industry and experience of Elected for 4 years &t a time. Elacted for 4 years at a time.
acquisitions. ¥ )
(_
- &
Henrik Gurtler* =5 -
H
Born 1953, Chairman since 2000. k
CEO, Novo A
Elected for 1 year at a time. Jerker Hartwall -

Other board positions:

Chairman: Copenhagen Airports A/ (Kobenhavns
Lufthavne ASS),

Member: COWI, A/S, Bredrene Hartmanns Fond and
Novo Nordisk A5,

Special competences: knowledge of Novozymes' business
plus experience of manzging and working n an interna-
tienal company wathin the biotech industry,

Born 1952, CEQ, AarhusKarlshamn AB (Sweden)
Member of the Board since 2000.
Elected for 1 year at a time.

Other board positions:

Chairman: Aarhus United ASS.

Special campetences: internaticnal experience and
insight into the process industry.

* Board members elected by the Annual Meeting of Shareholders.
These members are not regarded as independent in the sense of the definition contained in the Nerby Report.




Executive Management

Benny D. Loft

Born 1965
Executive Vice President and CFO, Investor Relations,

IT & Legal Affairs Peder Holk Nielsen

«— Born 1956
Executwve Vice President, Sales & Marketing
Cther board positions:
Member: Hempet A/S
(_
Steen Rissgaard
Born 1951
President and CEQ
Other board positions:
Member: Egment International Holding ASS,
Egmont Foundation and
World Wide Fund for Nature (WWTF} in Denmark
e
Arne W. Schmidt
Born 1945
Per Falholt Executive Vice President,
Born 1958 E;”f'o‘?me'g' i
Executive Vice President and CSO “oduction & Quality
Other board positions: Other hogfd positions:
Member: IT Practice A/S Membar: Deha_ and
SCF Technologies 475
-
9
t Per Mdansscn 1954-2006

Per Mansson passed away in 2006 after a short illness.
Until his death Per Mansson was Executive Vice President
and CFQC, Investor Relations, IT and Legal Affairs.

Besides the executive officers, the Executive Management also includes
the vice presidents responsible for People & Organisation and Stakeholder
Communications & Sustainability Development,

Anna Lise Mortensen
Grandjean

Nickie Spile

Born 1961
Vice President, People & Organisation

Born 1952
Vice President, Stakeholder

Lommunications & Sustainability
Development

«—




Accounting policies
for Novozymes A/S

The financial statements for 2006 of Novozymes A/S have
been prepared in accordance with the Danish Financial
Statements Act (accounting class D) and the regulations
of the Copenhagen Stock Exchange an the presentation
of accounts by listed companies. The accounting policies
are unchanged from last year.

As the accounting policies for Novozymes A/S only differ
from those of the Group, which follow IFRS, with respect to
a few items, only the accounting policies which differ from
the Group's are detailed below. Reference 1s made to

" Accounting policies for the Novozymes Group” for the
other items.

Recognition and measurement in general

Revenue is recognised in the income statement as it is
earned. Value adjustments of finanaat assets and liabilities
measured at fair value or amortised cost are also recognised
in the income statement. All costs incurred in generating the
year's revenue are also recognised in the income statement,
including depreciation, amortisation and impairment losses.

Assets are recognised in the balance sheet when it is consid-
ered prabable that future economic benefits wilt accrue to
the company, and the value of the asset can be measured on
a reliable basis. Liabilities are recognised in the balance sheet
when they are considered probable and can be measured on
a reliable basis. When first recognised, assets and liabilities
are measured at cost. Thereafter assets and liabilities are
measured as described below for each item of the accounts.

The recognition and measurement principles take due ac-
count of predictable losses and nisks occurring prior to the
presentation of the financial statements that confirm or re-
fute the conditions prevailing on the balance sheet date.

Business combinations

Acquisition of new companies is treated by use of the pur-
chase method, and the assets and liabilities of each new com-
pany are thus restated at fair value at the time of acquisition.
Gooedwill is recognised as an asset in the balance sheet and
amortised over the expected useful life. Goodwill from acqui-
sitions is adjusted for changes in recognition and measure-
ment of net assets until one full financial year after the date
of acquisition. Ameortisation of goodwill is allocated in the fi-
nancial statements to the functions to which it relates, Newly
acquired companies are recognised as from the date of acqui-
sition and no adjustment is made to comparative figures.

Translation of foreign currencies

Transactions in foreign currencies are translated into Danish
kraner at the rates of exchange on the transaction date.
Monetary items denominated in foreign currencies are trans-
lated into Danish kroner using the exchange rates on the bal-
ance sheet date.

Realised and unrealised foreign exchange gains and losses
are recognised in the income statement under financial
items, with the exception of the following exchange rate dif-
ferences recognised directly in Retained earnings under
Shareholders’ equity:

» Translation of long-term intercompany loans, which are
considered to be an addition to net assets in subsidiaries, at
the exchange rates on the balance sheet date.

» Adjustment of currency swaps contracted to hedge net as-
sets in subsidiaries at the exchange rates on the halance
sheet date.




Share-based payment with treasury shares

Most of the company’s employees are covered by share op-
tion programmes and there is also a share-based incentive
programme for Executive Management. The plans are equity-
settled.

The fair value of the employee services received in exchange
for the grant of share options is computed using the value of
the granted share opticns. The fair value of the granted
share options is calculated using the Black-Scholes model,
and the fair value of the share-based incentive programme is
calculated using the share price on the grant date less the
expected dividend in the vesting period.

The fair value of share-based payment on the grant date is
recognised as an employee cost over the period in which the
right to the share options is accrued. In measuring the fair
value, account is taken of the number of employees expect-
ed to gain entitlement to the share options, and this estimate
is adjusted at the end of the period such that only the
number of options to which employees are entitled are rec-
ognised. The value of equity programmes is offset against
Shareholders” eguity.

Balance sheet

Intangible fixed assets

The accounting policies for intangible fixed assets follow
those of the Group, with the exception of goodwill, which is
amortised over the useful life, not exceeding 20 years.

Financial fixed assets

Participating tnterests in subsidiaries are recognised using the
equity method, i.e. at the respective praportion of the share-
holders equity of subsidiaries with additicn of goodwill.

The cormpany's share of the net profits of subsidiaries less un-
realised intercompany profits on inventories is recognised in
the income statement of the parent company. If the share-
holders’ equity of subsidiaries is negative, receivables from
the subsidiaries will be offset against the parent company’s
share of the negative equity on the basis of a concrete as-
sessment. If the parent company has a legal or constructive
oblhgation to cover the company’s negative equity, a provi-
sion is recognised.

To the extent that it exceeds dividends received from such
subsidiaries, net revaluation of participating interests in sub-
sidiaries is recagnised in the net revaluation reserve under
Shareholders’ equity.

Securities

From the time of the Demerger, shares in Novo Nordisk A/S
are recognised in the balance sheet as Securities under
Current assets. Shares in Novo Nordisk A/S are used to
hedge share option commitments for which Novozymes A/S
is liable, and are recognised at the option prices.

Dividend
The dividend proposed for the financial year is shown as a
separate itemn under Shareholders” equity.




Income statement - Novozymes A/S

2006 2005
_Note o DKK million DKX million
1 Net turnover 3,853 3,493
2 Costofgoodssold o L 2057 19%0
Gross profit 1,796 1.503
2 Sales and distribution costs 516 525
2 Research and development costs 632 71
2, 3 Administrative costs 457 346
Licence_fee_s_arld Other operating income, net L o 153 b4
Operating profit 949 569
7 Income before tax on participating interests in subsidiaries 370 609
Financial income 59 77
4 Financial costs ) i o - s 0%
Profit before tax 1,223 1,146
Corporation tax oo N o _ 309 289
Net profit 914 857
Proposed appropriation of net profit
Dividend to shareholders 278 256
Revaluation reserve according 1o the equity method (15) 143
Retained earnings _ o _ a1 458
914 857
Proposed dividend per share DKK 4.50 DKK 4.00




Statement of shareholders' equity

Shareholders' equity at january 1, 2006

Net profit
Dividend:
Dividend paid

Dividend paid relating to treasury shares

Proposed dividend, gross

Proposed dividend relating to treasury shares

Treasury shares:

Purchase of treasury shares

Sale of treasury shares

Write-down of share capital
Currency translation of investments in

subsidiaries, etc.

Value adjustment of hedging instruments

Other adjustments

Shareholders' equity, December 31. 2006

Shareholders' equity at ranuary 1, 2005

Net profit
Dividend:
Dividend paid

Dividend paid relating to treasury shares

Proposed dividend, gross

Proposed dividend relating to treasury shares

Treasury shares:

Purchase of treasury shares

Sale of treasury shares

Write-down of share capital
Currency translation of investmends in

subsidiaries, etc.

Value adjustment of hedging instruments

Other adjustments _

Sharehoiders’ equity, December 31, 2005

Revaluation

reserve
according to
the equity
Share capital method
DKK million  DKK million
696 062
(15}
(46)
650 647
726 519
143
(30)
6% 662

Treasury Retained
shares earnings
DKK million  DKK million

(1,659) 3,797
929
(292)
14
(1,107)
11
1,206 {1,160)
(170)
107
(25)
{1,449) 3,200
{1,316) 3,755
714
2
(278)
22
(1,053)
126
584 {554)
242
{141)
- _ __._. 3
(1,659) 3,797

AT REATEAAEY RS PR A A A

Proposed
dividend Total
DKK million  DKK million
256 3,752
914
(278) (278)
23 23
292 -
(14) -
{1,107
11
(170)
107
{25)
279 3,327
233 3,917
857
(254} (254)
21 23
278 -
(22) -
(1,053)
126
242
{141}
- - . I
256 3,752

Reference is made to Note 18 in the consolidated financial statements concerning treasury shares and average number of shares.




Balance sheet - Novozymes A/S

Dec. 31, 2006 Dec. 31, 2005

Note i S _ DKK millien DKK million

ASSETS
Completed IT development projects 438 65
Acquired patents, licences and know-how 232 201
Goodwill 3 4
IT development projectsin progress i o 33 20

5 Intangible fixed assets 316 290
Land and buildings 1,001 1,023
Production equipment and machinery 579 558
Other equipment 196 193
Property, plant and equipment urlder_co_nstructior] o - 279

b Property, plant and equipment 2,037 2,053
Participating interests in subsidiaries 2,136 2,178
Amounts owed by subsidiaries - 22
Other securities and participating interlests_ S _ - S 52

7 Financial fixed assets 2,192 2,252
Total fixed assets 4,545 4,595
Raw materials and consumables 95 93
Work in progress 238 251
Finished goods - - . _ a3 388
Inventories 764 712
Trade receivables 404 359
Amounts owed by affiliated companies 1,244 1,047
Tax receivable 13t [ES

8 Qther receivables R A - S | - 3
Receivables 1,898 1,652
Se-curit_ies‘ - - - 55 T -71-
Cash atbank and in hand T T 84 54
Total current assets 2,801 2,489
Total assets 7,346 7084




Balance sheet - Novozymes A/S

Note

LIABILITIES AND SHAREHOLDERS® EQUITY

9 Share capital
Revaluation reserve according to the equity methed
Treasury shares
Retained earnings
Proposed dividend

Total shareholders}quity

Provisions for deferred tax
Other provisions

Total provisions

10 Credit institutions - -

Total non-current liabilities

Credit institutions
Trade payables
Amounts owed to affiliated companies

Total current liabilities

Total liabilities

Total liahilities and shareholders' equity

Notes regarding:
1 Segment infermation
12 Contingent liabilities and pending litigation
13 Related party transactions
14 Joint ventures
15 Statement of cash flows
16 Changes to the accounting policies

R e

Dec. 31, 2006 Dec. 31, 2005
DK million DKK millien

650 696
647 662
(1,449) (1,659)
3,200 3,797
279 256
3,327 3,752
231 176
_ 11 12_
242 188
1,708 1353
1,708 1,353
435 54
219 176
954 968
461 593
2,069 1,791
3,777 3,144
7346 7088




Note 1 - Net turnover
2006

Geographical distribution:

2005

DKK million DKK million

3,493

Denmark 121
Rest of Europe, Middle East and Africa 2,428
North America 497
Asia Pacific 642
Latin America .. _____1 _ 143
Total net turnover 3.85; o
Note 2 - Employee costs
2006

Wages and salaries 1,062
Pensions - defined contribution plans 97
Qther social security costs 17
Other employee costs .
Total employee costs 1.21%

2005

__DKK mitlion DKK million

1,035
85
24

_ 26

1,170

Reference is made to Note 25 in the consolidated financial

statements concerning remuneration to the Board of Directors and

Management.

Average number of employees in

Novozymes A/S 2,201

2,162

Note 3 - Fees to statutory auditor

2006 2005
DXK miliion DKK miltion
Fees to the Danish auditor elected by
the Annual Meeting of Shareholders,
PricewaterhouseCoopers
Total fee 8 8
of which pertaining to audit 4 4
Note 4 - Financial income and costs
2006 2005
DKK million DKK million
Interest income relating to subsidiaries 29 16
Interest costs relating to subsidiaries 22 8




Note 5 - Intangible fixed assets

Acquired

Completed IT patents,
development licences and
projects know-how

DKK million DKK million

Cost at January 1, 2006 251 388
Additions during the year 3 56
Disposals during the year - -
Transfer (to)from otheritems 1 i -
Cost at December 31, 2006 265 444
Amortisation and impairment losses, January 1, 2006 186 187
Amortisation and impairment losses for the year ER 25
Amortisation and impairment losses eliminated on disposals during the
year L
Amortisation and impairment losses at December 31, 2006 217 212
i:a-rr;mg amount at Der.eml;er 31, 2006 48 i 232
Note 6 - Property, plant and equipment
Production
equipment
Land and and
buildings  machinery
DKK million DKK milliorl
Cost at January 1, 2006 1,718 2,655
Additions during the year 3 25
Disposals during the year [4)] (14)
Transfer (to)lfrom other items o 7 197 o 1‘2-{
Cost at December 31, 2006 1,739 2,793
Depreciation and impairment losses, January 1, 2006 695 2,097
Depreciation and impairment losses for the year 44 130
Depreciation and impairment losses eliminated on disposals during the
year } 03
Depreciation and impairment losses at December 31, 2006 738 2,214
Ea;;in-g ;n;o(m;a} Deceml;erai, 2006 -1,(_]0] 579

Goodwill
DKK mrllron

Other
equipment

7DKK7rrri!Iion

716
16

(58)
43

717

523
55

(57)
521

196

The latest official evaluation of the company’s properties for property tax purposas amounts to DKK 910 million.

IT
development
projects in
progress
DKK million

20
24
()
33

33

Property,
ptant and
aguipment
under
construction
DKK million

279
181
(10)

{189)
261

261

Total
DKK million

663
83

746

373
57

430

316

Total
DKK million

5,368

(71
3,473

2,037



Note 7 - Financial fixed assets
Other securities

Participating and

interests in  Amounts owed participating
subsidiaries by subsidiaries interests Total
DKK million DKK million DKK million DKK million
Cost at January 1, 2006 1,807 30 52 1,889
Additions during the year 133 - 4 137
Disposals d‘uﬂng the year {266) (30) - (296)
Cost at December 31, 2006 1,674 - S6 1,730
Revaluation reserve at January 1, 2006 3N (8) 363
Protit before tax 370 - 370
Corporation tax on profit for the year (126} - (126}
Dividends received {269) - {269}
Currency adjustment (175) - {175}
gﬂxgr adjustments 2N 8 299
Revaluation reserve at December 31, 2006 462 - 462
Carrying amount at December 31, 2006 2,136 - 56 2,192

Participating interests in subsidiaries are detailed in the overview of companies in the Novozymes Group in the consolidated financial
statements.




Note 8 - Other receivables
2006 2005
DKK million DKK mi]lion_

Interest - 14
Public authorities 8 22
Prepaid expenses 23 45
Hedging instruments 44 12
Other recgivables 44 22
T;rJta_ | ;tr;e_r_rezei;égle; Ia_t lﬁr:bgrii T B
31 119 115

Note 9 - Share capital
Reference is made to Note 18 in the consolidated financial
statements concerning treasury shares and share capital.

Note 10 - Credit institutions
2006 2005
[E_K_mﬂiion D_KK_njilljorl

Non-current loans in credit
institutions which fali due after 5
years amount to 557 557

Note 11 - Segment information
Reference is made to Note 1 in the consolidated financial
statements concerning segment information.

Note 12 - Contingent liabilities and pending litigation
2006 2005
DKK million DKK million

Contingent liabilities

Rental and leasing commitments
expiring within the following periods
from the balance sheet date:

Within 1 year 19 17
Between 1 and 2 years 14 14
Between 2 and 3 years 1 1"
Between 3 and 4 years 10 9
Between 4 and 5 years 9 7
After5years 22 23
Total contir;gent liabilities at

December 31 85 81

The above rental and leasing commitments are related to non-
cancellable operational leasing contracts.

The following amounts have been

recognised in the income statement

for Novozymes AJS in respect of

operational leasing and rentals 38 32

2006 2005
DKK million DKK million ]

Other contingent liabilities

Contractual obligations to third
parties relating to capital expenditure 51 42

Other guarantees and commitments
to third parties 96 78

Other guarantees and commitments
to affiliated companies 157 199

Pending litigation and arbitration
Reference is made to Note 28 in the consolidated financial
statements concerning pending cases.

Liability for the debts and obligations of Novo Nordisk A/S
Reference is made to Note 28 in the consolidated financial
statements concerning liability for the debts and obligations of
Novo Nordisk A/SS.

Note 13 - Related party transactions
Reference is made to Note 30 in the consolidated financial
statements concerning transactions with related parties.

Note 14 - Joint ventures
Reference is made to Note 29 in the consolidated financial
statements concerning joint ventures.

Note 15 - Statement of cash flows
Reference is made to the Statement of cash flows and financial
resources in the consolidated financial statements.

Note 16 - Changes to the accounting policies
The accounting policies for Novozymes A/S were changed from
lanuary 1, 2005 within the areas stated below.

The comparative figures for 2005 have been restated.

a) Borrowing costs

Interest costs relating to loans taken up to finance major
investments are no longer included in the costs of the assets but
are recognised as a cost in the financial year in which they are
incurred. This change has been implemented with retroactive
effect.

b} Share-based payment with treasury shares

The value of share-based payment with treasury shares is
recognised in the income statement as employee costs over the
vesting period. The value of these schemes, which are equity-
settled, is offset against Shareholders' equity. This change was
implemented with effect from January 1, 2004,




Glossary

Bioethanol

Fuel produced using fermentable sugars either from cereals, maize
{corn} or other grains (first generation), or from cellulasic biomass such
as straw, stalks (stover) and other plant waste (second generation),

Biopolymers

Relatively large chains (= polymers) of molecules that are found in all
living organisms (= bie: human beings, animals and plants), e.g. as
protein or carbohydrates.

Corporate governance

Systems used 10 manage and control a company. Corporate govern-
ance essentially deals with internal processes, the general principles
with which companies' management should comply, and how
companies’ management structures and tasks can most effectively
be organised and imptemented in practice.

Diluted
Average number of shares outstanding including in-the-money share
options.

Dow Jones Sustainability Indexes

Global indexes which analyse and rank companies’ performance on
the basis of business and sustainability criteria. They provide asset
managers with benchmarks for managing sustainability portfolios.

Earnings per share {diluted)
Net profit divided by the weighted average number of shares out-
standing (diluted).

Enzymes
Proteins that are found naturally in all living organisms. Enzymes act
as catalysts, helping to convert one substance into ancther,

Equity ratio
Total shareholders' equity at year-end as a percentage of total liabil-
ities and total shareholders' equity at year-end.

Free cash flow
Cash ftow from operating and investing activities.

Net interest-bearing debt

The market value of interest-bearing liabilities {financial liabilities and
other non-current liabilities) less the market value of cash at bank and
in hand and other easily convertible interest-bearing current assets.

Occupational accidents and occupational diseases
Calculation of the frequency of occupational accidents and occupa-
tional diseases:

no. of occupational accidents x 1,000,000
no. of employees x 1,600

and
no. of occupational diseases x 1,000,000
no. of employees x 1,600

Operating profit margin
Operating profit as a percentage of net sales.

Proteins
Molecules which are found in all living organisms and which are es-
sential for all vital processes. Enzymes are proteins.

Return on equity
Profit as a percentage of average shareholders’ equity.

Return on invested capital (ROIC)
Operating profit after tax as a percentage of average invested cap-
ital. Operating profit is adjusted for net fereign exchange gain/lass.




Forward-looking statements

The Novozymes Repart 2006 contains forward-looking statements, including the financial outlook for 2007. Forward-looking statements are by their very nature
associated with risks and uncertainties that may cause actual results to differ materially from expectations. The uncertainties may include unexpected developments
in the internatiora' currency exchange and securities markets, market-driven price decreases for Novozymes' products, and the introduction of competing products
within Novozymes' core areas.

Contact persons — editorial group

Environment, Bioethics, Social responsibility and Business integrity: Claus Frier, Sustainability Development Center, claf@novozymes.com, tel.: +45 4442 4587
Board of Directors and Shareholders: lan Christensen, investor Relations, isec@novozymes.com, tel.: +45 4446 0082

Accounts and Data: Jens Breitenstein, Finance, j'b@novozymes.com, tel.: +45 4443 1087

Editor: Cirkeline Buron, Stakeholder Communications, cirb@novozymes.com, tel.: +45 4446 0626

Publisher: Novozymes Stakeholder Communications. Text: 2Way Communications and Novozymes Stakeholder Communications.
Photos: Nicky Bonne and Sumc Brothers. Design: Bysted A/S. Translation & proofreading: Borella projects.
Printing: Quickly Tryk A/S. Printed in February 2007 on environmentally friendly paper.
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Stock exchange announcem

Trading by insiders in Novozymes A/S B shares
February 14, 2007

In accordance with Section 28a of the Danish Securities Trading Act, Novozymes reports the following
transactions under ISIN DK0010272129, Novozymes B shares under the symbol NZYM B

Name Relation/ Trading Character of the No. Of shares Market value
Category of date transaction traded buy / of shares
close relation (sell) traded

Benny D. Loft EVP and CFQ, IT | 13/2 2007 Share options + 4,400 651,200
and Legal Affairs - 4,400 2,175,800

Contact persons:
Media Relations: Investor Relations: s
- i

Eva Veileborg Hald Lene Aahoe STy T
Tel {direct): +45 4442 3338 Tel. (direct): +45 44460082 .. =3 7
Mobile; +45 3079 3338 Mobile; +45 3077 0082 e 2] o
Annegrethe M. Jakobsen Tobias Cornelius Bjorklund {1 USJ&_)' "> ‘. "1
Tel. {direct): +45 4442 3050 Mobile: + 1 919 649 2565 R
Mobile: +45 3079 3050 - l' .

lan Christensen ’

Tel. (direct): +45 4446 0341
Mobile: +45 30770341

Novozymes is the biotech-based world leader in enzymes and microorganisms. Using nature’s own technologies
we continuously expand the frontiers of biological solutions to improve industrial performance everywhere.
Headquartered In Denmark, Novozymes employs more than 4,500 people in more than 30 countries. Novozymes
produces and sells more than 600 products in 130 countries. Novozymes A/S' B shares are listed on the

Copenhagen Stock Exchange, For further company information, visit Novozymes on the Internet at
WWw.novozyrmes.com.

Stock Exchange Announcement no. 8/2007
Novozymes ASS

page 1 of 1
Krogshojvej 36 Telephone.: Internet:
Investor Relations 2880 Bagsveaerd + 45 8824 9999 WWW.NOVOZYMmes.com
Danmark Fax: CVR no:

+ 45 4442 1002 10007127
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Trading by insiders in Novozymes A/S B shares

February 12, 2007

In accordance with Section 2Ba of the Danish Securities Trading Act, Novozymes reports the following
transactions under ISIN DK0010272129, Novozymes B shares under the symbol NZYM B

Name Relation/ Trading Character of the No. Of shares Market value
Category of date transaction traded buy / of shares
close relation (sefl) traded

Helle Foss Fogh Spouse to Seren | 8/2 2007 Shares + 300 148,500
Henrik lepsen,

Employee rep. of
the Board
Steen Riisgaard President and CEQ | 9/2 2007 Shares -15,000 7,530,000

Contact persons:
Media Relations: Investor Relations:

Lene Aaboe

Tel. (direct): +45 4446 0082
Mcehile: +45 3077 0082

Eva Veileborg Hald
Tel {direct): +45 4442 3338
Mobile: +453079 3338

Annegrethe Jakobsen
Tel. {direct): +45 4442 3050
Mobile: +45 3079 3050

Tobias Cornelius Bjorklund (I USA)
Mobile: + 1 919 649 2565

lan Christensen
Tel. (direct). +45 4446 0341
Mobile: +45 30770341

Novozymes is the biotech-based world leader in enzymes and microorganisms. Using nature’s own technologies

we continuously expand the frontiers of biological solutions to improve industrial performance everywhere.
Headquartered In Denmark, Novozymes employs more than 4,500 people in more than 30 countries. Novazymes
produces and selfls more than 600 products in 130 countries. Novozymes A/S° B shares are listed on the

Copenhagen Stock Exchange. For further company information,
WWW. NOVOZYmes.com.

visit Novozymes on the Internet at

Stock Exchange Announcement no. 7/2007
Novozymes ASS Krogshojvej 36 Telephone.:
Investor Relations 2880 Bagsvaerd + 45 8824 9999
Danmark Fax:
+ 45 4442 1002

page 1 of 1
Internet:
WWW.NOVOZYmes.com
CVR no:
10007127




Accounting policies for

the Novozymes Group

The consolidated financial statements of the Novozymes
Group have been prepared in accordance with the Interna-
tional Financial Reporting Standards {(IFRS), as adopted in the
EU, and additional Danish requirements on the presentation
of accounts. The accounting policies are unchanged from last
year. Novozymes has prepared its consolidated financial
statements in accordance with all the relevant IFRS stand-
ards. The consolidated financial statements have been pre-
pared under the histarical cost convention, with the excep-
tion of specific items as described below:

» Available-for-sale financial assets
» Derivative financial instruments measured at fair value

Some of the information required pursuant to IFRS is con-
tained in the Report. The rest will be found in the foilowing
sections.

Implementation of standards which have been approved but
have ngt yet entered inte force as at December 31, 2006 in-
volves changes to IFRS 7 and &, which, when they are imple-
mented, are not expected to give rise to significant changes
to the figures in the consoclidated financial statements.

Environmental, social and knowledge data has been selected
on the basis of an assessment of which data is of particular
significance for Novozymes’ long-term earnings capacity, We
also believe this data to be of greatest refevance to our key
stakeholders. Informaticn on Novozymes' use of the GRI
indicators will be found in the online report under " Other
information™,

Environmental, social and knowledge data is an integrated
part of the Annual Report and is covered by the statutory au-
dit performed by the auditor elected by the Annual Meeting
of Shareholders.

. Actounting polities for the Novozymes Group
H 7o - The Novozymes Report 2006

R N

v

Accounting policies for financial
information

Consolidation

The consolidated financial statements comprise the financial
statements of Novozymes AJS (the parent company) and all
the companies in which the Group owns more than 50% of
the voting rights or otherwise has a controlting influence
(subsidiaries), as well as joint ventures,

The consolidated financial statements are based on the fi-
nancial statements for the parent company and for the sub-
sidiaries, and are prepared by combining items of a uniform
nature and subsequently eliminating intercompany trans-
actions, internal shareholdings and balances, and unrealised
intercomgany profits and losses. All the financial statements
used for consolidation are prepared in accordance with the
Group’s accounting policies.

The Group’s heldings in joint ventures regarded as jointly
controlled entities are consolidated using the proportionate
consolidation method by including its proportional share of
their assets, liabilities, revenues and costs line by line.

Business combinations

{n acquisition of new companies, the assets, liabilities and
contingent liabilities of each new company are recognised at
fair value at the time of acquisition. Gooawill is adjusted for
changes in the purchase price after acquisition and changes
in the fair value of the identifiable assets, liabilities and con-
tingent liabifities acquired since the acquisition date until 12
months afterwards. Newly acquired companies are recog-
nised as from the date of acquisition, and no adjustment is
made to comparative figures.
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Translation of foreign currencies

The consolidated financial statements are presented in
Danish kroner (DKK). Foreign currency transactions are trans-
lated into the functional currency using the exchange rates
prevailing at the transaction date. Monetary items denom-
inated in foreign currencies are translated into the functional
currency at the exchange rates prevailing at the halance
sheet date. Financial statements of foreign subsidiaries are
translated into Danish kroner at the exchange rates prevail-
ing at the balance sheet date for assets and liabilities, and at
average exchange rates for income statement items.

Goodwill arising on the acquisition of new companies is
treated as an asset belonging to the foreign subsidiaries and
translated into Danish kroner at the exchange rates prevail-
ing at the balance sheet date.

Realised and unrealised foreign exchange gains and losses
ara recegnised in the income statement under financial
items, with the exception of unrealised gains and losses relat-
ing to hedging of future cash flows, which are recognised in
Shareholders’ equity under Cash flow hedges. The following
exchange rate differences are als¢ recognised directly in
Shareholders” equity under Currency translations, translated
at the exchange rates prevailing at the balance sheet date:

» Translation of foreign subsidiaries’ net assets at heginning
of year

» Translation of foreign subsidiaries’ income statements from
average exchange rates 1o the exchange rates prevailing at
the balance sheet date

» Translation of long-term intercompany receivables, which
are considered to be an addition to net assets in subsidiaries

» Fair value adjustment of currency swaps that qualify for
hedging of net assets in subsidiaries

Derivative financial instruments

Derivative financial instruments used to hedge receivables
and liabilities are measured at fair value on the balance sheet
date, and value adjustments are recognised in the income
statement under financial items,

Derivative financial instruments used to hedge expected fu-
ture transactions are measured at fair value on the balance
sheet date, and value adjustments are recognised directly in
Shareholders” equity.

Currency swaps are used to hedge net investments in subsid-
iaries. Currency swaps are measured on the basis of the dif-
ference between the swap rate and the rate on the balance
sheet date, and the value adjustment is recognised directly in
Shareholders’ equity.

Income and costs relating to cash flow hedges and hedging
of net investments in subsidiaries are transferred from Share-
holders’ equity on realisation of the hedged asset and are
recognised in the income statement.

Positive and negative fair values of derivative financial instru-
ments are recognised under Other receivables and Qther cur-
rent liabilities respectively.

The fair value of derivative financial instruments is calculated
using rates obtained fram stock exchanges or other reliable
data sources. All share options are valued using the Black-
Scholes model.

Derivative financial instrurnents are recognised on the settle-
ment date, while other financial instruments are recognised
on the transaction date.

Share-based payment

Most of the Group's employees are covered by share option
programmes and there is also a share-based incentive pro-
gramme for Executive Management. The programmes com-
prise both equity-settled and cash-settled programmes.

The fair value of the employee services received in exchange
for the grant of share aptions is computed using the value of
the granted share options. The fair value of the granted
share options is calculated using the Black-Scholes model,
and the fair value of the share-based incentive programme is
calculated using the share prica on the grant date less the
expected dividend in the binding period.

The fair value of share-based payment on the grant date is
recognised as an employee cost over the pericd in which the
right to the share options is accrued. In measuring the fair
value, account is taken of the number of employees expect-
ed to gain entittement to the options, and this estimate is
adjusted at the end of the period such that only the number
of options to which employees are entitled is recognised.




The value of equity-settled programmes is offset against
Shareholders’ equity. The value of cash-settled programmes,
which are offset against Other current liabilities, is adjusted
to fair value at the end of each period, and the subsequent
adjustment in fair value is recognised in the income state-
ment under financial items.

Government grants

Government grants received which relate to research and
development costs are recognised under Licence fees and
Other operating income, net, based on the percentage
completion of the projects. Grants received which relate to
investments in fixed assets are offset against the cost price
of the assets for which the grants are made.

Segment information

The consolidated accounts provide information on the
Group's gecgraphical segments, which is the secondary
segment. Novozymes' business activities are considered to
be integrated, as a result of which most of the production
facilities and most research and development activities are
common to the Group as a whole. A small number of busi-
ness segments are not a fully integrated part of the business,
but these do not exceed the limits set in IAS 14 concerning
disclosure requirements and therefore information is not pro-
vided separately.

Leasing

Operating lease costs are racognised in the income state-
ment on a straight-line basis over the period of the lease. Lia-
hilities relating to non-cancellable contracts are specified in
the notes.

Key figures

Key figures are mainly prepared in accordance with the “Rec-
ommendations and Key Figures 2005" of the Danish Society

of Financial Analysts, although certain key figures are adapt-

ed to the Novozymes Group.

Income statement

Sales

Sales covers sales of goods and services for the year less pro-
visions for goods returned, and volume and cash discounts,
Sales are recagnised at the time of risk transfer relating to
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the goods sold, provided that the revenue can be measured
on a reliable basis and is expecied 10 be received,

The Group has entered into few agreements where the other
contracting party underiakes sales to third parties and the
profit is distributed between the Group and the other con-
tracting party on the basis of a predetermined formula. Sales
are recognised using information on the other contracting
party’s realised sales, and a liability is recognised for the dis-
tribution of the profit, which is calculated and settled with fi-
nal effect once a year.

The Group has entered into commission agreements where
agents undertake sales to third parties in return for commis-
sion on realised sales. These sales are recognised when they
are realised and the commission is recognised as a liability.
Similarly, a liability is recognised where it is permitted for
goods to be returned and this is likely.

Research and development costs
Research costs are expensed as incurred.

Development costs pertaining to ongoing optimisation of
production processes for existing products, or to develop-
ment of new products, where lack of approval by the author-
ities, approval by customers and other factors of uncertainty
mean the development costs do not fulfil the criteria for rec-
ognition in the balance sheet, are expensed as incurred.

Licence fees and Other operating income, net
Licence fees and Other operating income, net, primarily com-
prises licence fees, grants from public authorities to research
projects, and income, net, of a secondary nature in relation
to the main activities in the Group. The item also includes
non-recurring income items, net, in respect of outlicensing, etc.

Tax

Corporation tax, comprising the current tax liability, change
in deferred tax for the year and any adjustments relating to
previgus years, is recegnised in the income statement at the
amount attributable to net profit, and directly in Sharehold-
ers’ equity at the amount attributable to items recognised in
Shareholders’ equity.

Deferred tax is measured using the liability method, and
comprises all temporary differences between the accounting
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and tax values of assets and liabilities. No deferred tax is rec-
ognised for goodwill, unless amortisation of goodwill for tax
purposes is allowed. Deferred tax is measured and recog-
nised to cover retaxation of losses in jeintly taxed foreign
subsidiaries if this is expected to be realised on the sale of
shares or when recapture of tax losses becomes applicable.

The tax value of tax-loss carry-forwards is included in the cal-
culation of deferred tax to the extent that the tax losses can
be expected to be utilised in the future.

Deferred tax is measured according 10 Current tax rules and
at the tax rate expected to be in force on elimination of the
temporary differences. Changes in deferred tax due to tax
rate changes are recognised in the income statement where
they can be attributed to net profit, and directly in Share-
holders’ equity where they can be attributed to items recog-
nised in Sharehaolders’ equity.

Novozymes A/S and its Danish subsidiaries are jointly taxed
with the Danish companies in the Novo and Nove Nerdisk

Groups. The tax for the individual companies is allocated in
full on the basis of the expected taxable income.

Balance sheet

Intangible fixed assets
Intangible fixed assets are measured at cost less accumulated
amortisaticn and impairment losses,

Where costs associated with large IT projects on the develop-
ment of software for internal use are incurred with a view to
developing new and improved systems, these are capitalised.

Amortisation is based on the straight-line method over the
expected useful lives of the assets, as follows:

» Completed IT development projects are amortised over the
useful life. Booked IT development assets are amortised
over 3-5 years.

» Acquired patents, licences and know-how are amortised
over their useful lives. Patents are amortised over their use-
ful lives, normally identical to the patent pericd, and licences
are amortised over the agreement period. Booked patents,
licences and know-how are amortised over 7-20 years.

Some assets are amortised over a shorter period.

Property, plant and equipment

Property, plant and equipment are measured at cost less ac-
cumulated depreciation and impairment losses. Borrowing
costs in respect of construction of major assets are expensed
in the financial year in which they are incurred.

Depreciation is based on the straight-line method over the
expected useful lives of the assets, as follows:

» Buildings: 12-50 years
» Plant; 5-16 years
» Other equipment; 3-16 years

The assets’ residual values and useful lives are reviewed on
an annual basis, and adjusted if necessary at each balance
sheet date.

Gains and losses on the sale or disposal of assets are recog-
nised in the income statement under the same items as the
associated depreciation charges.

Impairment of assets

Property, plant and eguipment and intangible fixed assets are
reviewed for impairment losses when there is an indication
that the assets have diminished in value beyond the level
of normal depreciation. Goodwill and other intangible fixed
assets with indefinite useful life are also subject to impair-
ment testing each year, and when there is an indication that
the assets have become impaired.

An impairment loss resulting from an asset having dimin-
ished in value beyond the level of normal depreciation is rec-
ognised at the amount by which the book value exceeds its
recaverable amount,

Inventories
Inventories are measured at cost determined on a first-in
first-out basis or net realisable value where this is lower,

The cost of Work in progress and Finished goods comprises
direct production costs such as raw materials and consum-
ables, energy and labour directly attributable 1o production,
and indirect production costs such as employee costs and
maintenance and depreciation of plant, etc.

If the expected sale price tess any completion costs and costs
to execute sales (net realisable value) of inventories is lower




than the carrying amount, the inventories are written down
to net realiszbie value.

Receivables

Trade receivahles are measured at amortised cost or at net
realisable value, if lower, equivalent to nominal value less al-
lowances for doubtful trade receivables.

Financial assets

Securities recognised under current assets are measured

at fair value at the balance sheet date. Unrealised fair value

adjustments are recognised directly in Shareholders’ equity.

Value adjustments are transferred from Shareholders’ equity
to the income statement when the securities are realised or

written down, and recognised under financial items.

Dividend
The dividend proposed for the financial year is shown under
Retained earnings in the Statement of shareholders’ equity.

Treasury shares

The cost price and proceeds from the sale of treasury shares
are recognised directly in Shareholders’” equity. Among cther
things, the company's holding of treasury shares is used to
hedge employees’ exercise of granted share options.

Provisions

Provisions are recognised where a legal or constructive obli-
gation has been incurred, as a result of past events, and it is
prabable it will lead to an outflow of financial resources. Pro-
visions are measured at the present value of the expected ex-
penditure required to settle the obligation.

Liabilities
Liabilities are recognised at cost and subsequently adjusted
to amortised cost, unless specified atherwise,

Pension obligations and other long-term
employee benefits

Costs relating to defined contribution plans are recognised in
the income statement in the financial year to which they relate.

Costs and liabilities relating to defined benefit plans are stat-
ed using the projected unit credit method. Liabilities for the
majcr plans are calculated annually by an external actuary.
Actuarial gains and losses are recognised in the income state-

ment aver the employees’ expected average remaining work-
ing lite if these differences exceed 10% of either the present
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value of the liability or the fair value of the plan assets in the
previcus year, whichever is the higher.

Pension assets can only be recognised to the extent that the
Group is able to achieve future financial benefits in the form
of refunds from the pensicn plan or a reduction in future
benefits.

Costs relating to other long-term employee benefits are ac-
crued over the employees’ expected average remaining
waorking life.

Staterment of cash flows and financial resources
The Statement of cash flows and financial resources for the
Group, which is compiled using the indirect method, shows
cash flows from operating, investing and financing activities,
and the Group's cash and cash equivalents at the beginning
and end of the year.

Cash flow from operating activities comprises net profit ad-
justed for non-cash expenses, paid financial items, corpor-
ation tax paid and change in working capital.

Cash flow from investing activities comprises payments relat-
ing to the acquisition and sale of companies and minority
shares, intangible fixed assets and property, plant and equip-
ment.

Cash flow from financing activities comprises proceeds from
borrowings, repayment of principal on interest-bearing bor-
rowings, payment of dividends, proceeds from share issues,
and the purchase and sale of treasury shares and other
securities.

Cash and cash equivalents comprises cash at bank and

in hand less current bank loans due on demand. Financial
resources comprises cash and cash equivalents plus undrawn
committed credit facilities expiring in more than 1 year.

Accounting policies for environmental,
social and knowledge data

The accounting policies for environmental, social and knowl-
edge data are unchanged from last year.
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Consolidation

The environmental, social and knowledge data in the Annual
Report is based on data for the parent company and for all
subsidiaries, combining items of a uniform nature compiled
using the same methods, unless specifically stated otherwise
helow.

Environment

The environmental data covers those activities which, based
an an overall environmental assessment, could have a signif-
icant impact on the environment, cf, the overview of com-
panies in the Novozymes Group.

Water

Water includes drinking water, industrial water and steam,
and is stated an ihe basis of the metered intake of water to
Novozymes,

Internally generated energy and

associated emissions

Internally generaied energy is measured as fuel consumption
converted 10 energy on the basis of lowest combustion value
and weight by volume. Emissions of CO,. SO, and NQO, are
calculated on the basis of the amount of fuel consumed
using annually determined conversion factors from Danish
authorities and suppliers.

Externally generated energy and associated
emissions

Externally generated energy is the input 1o Novozymes of ex-
ternally generated electricity, heat and steam. Emissions of
C0,. 50, and NO, are calculated using annually determined
conversion factors from power plants or their organisations.

Raw materials and packaging

Raw materials and packaging comprises materials for fer-
mentation, recovery, granulation, wastewater and sludge
treatment, and packaging of products. Consumption of raw
materials and packaging is converted into kilograms.

Wastewater

Wastewater is measured as the volume discharged by
Novozymes. COD, dry matter, BOD5, nitrogen and phos-
phorus in the wastewater are measured as proportional
flow, based on samples taken at point of discharge,

Biomass

Biomass is measured as the volume produced and transport-
ed from Novozymes as liquid fertiliser {NovoGro®) or convert-
ed to a fertiliser product with a higher dry matter content
{NovoGro® 30 or compost). The nitrogen and phasphorus
contents in the product are measured.

Waste
Waste is the registered volume of waste broken down into
hazardous and non-hazardous waste, and by disposal method.

Emissions to air of ozone-depleting substances
Emissions 10 air of ozone-depleting substances are measured
as consumption of CFCs, HCFCs and halons.

Environmental impact potentials

The environmental impact potentials for global warming,
ozone layer depletion and acidification are calculated on the
basis of “Udvikling af Miljavenlige Industriprodukter” (UMIP),
published by the Institute for Product Development at the
Technical University of Denmark.

Environmental compliance

Breaches of regulatory limits is measured as the number of
incidents reported to the authorities. Unintended releases of
GMQs is measured as the number of discharges of GMOs
not subject to the general regulatory limits for GMOs and
which we and the authorities view as significant. Significant
spills is measured as the number of spills of chemicals, oil,
etc. into water, air or soil. Significance is assessed both on
the basis of extent of the spill and impact on the environ-
ment. Neighbour complaints is the number of registered en-
vironmental complaints.

Animals for testing

This item covers the number of animals used for all com-
menced internal and external testing undertaken for
Novozymes.

Social responsibility

Number of employees
The number of employees is calculated as the actual number
of employees at year-end, excluding employees on unpaid

or parental leave, temporary hires, student interns and PhD
students.




In calculating the numkber of fuli-time employees, employees
with a working time ratio of 95% or over are stated as full-
time employees.

Job categories

Senior management comprises the CEQ, executive vice presi-
dents, vice presidents and directors. Management comprises
middle managers and specialists. Professional comprises
employees with academic backgrounds, as well as team
leaders. Administrative comprises administrative personnel.
Skilled workers, laboratory technicians and other technicians
comprises skilled workers, laboratory technicians and other
technicians. Process operators comprises operators and un-
skilled workers,

Employee turnover

Employee turnover is measured as the number of permanent
employees who left the Group during the financial year,
compared with the average number of permanent employ-
ees in the financial year. The average number of permanent
employees is calculated as the average number of permanent
employees at the end of each quarter,

Growth in number of emgloyees, organic

The organic growth in the number of employees is measured
as the number of employees at year-end less the number of
employees gained via acquisitions and the number of em-
ployees at the beginning of the year,

Growth in number of empioyees, acquisitions

The growth in the number of employees via acquisitions is
measured as the number of employees gained via acquisition
of new companies.

Age and seniority
Age and seniority are calculated as the average age and sen-
iority in whole years per employee.

Absence

Absence is stated as time |ost due to the employee’s own ill-
ness, including pregnancy-related sick leave and occupational
accidents and diseases. The rate of absence is calculated as
the number of registered days of absence as a percentage of
the total number of normal working days in one year, less
holidays and public holidays.
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Training costs

Training costs is the costs of seminars and internal and ex-
ternal training courses, translated into Danish kroner at the
average rates of exchange. Training costs are also shown as a
percentage of total employee costs.

Occupational health and safety

Occupational accidents and diseases

Occupational accidents is defined as the number of reported
work-related accidents involving at least one day's absence
after the day on which the accident occurred. Occupational
diseases is the number of new reported cases of work-relat-
ed diseases. The consequences of occupational accidents and
occupational diseases are measured by recording the work
situation once the outcome of the incident has stabilised,
e.g. whether the employee has returned to his/her original
job. The frequency of occupational accidents and diseases is
calculated per millien working hours.

Knowledge

Number of new products
The number of new products with new or improved charac-
teristics launched during the year.

Number of active patent families
The number of inventions for which there are one or more
active patent applications/active patents at year-end,
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Risk factors

The Novozymes Group is subject to a number of risks which
may have a negative effect on the Group’s future activities
and results. Novozymes works continuously both locally and
at management level to identify these risks, and, where the
Group has the opportunity to influence risks itself, activities
are implemented with a view to countering and limiting the
effect of these risks.

The most significant risks, based on an assessment of prob-
ability and consequences, are presented to the Board of
Directors each quarter,

The following section describes a number of the most signif-
icant identified risks and the measures which Novozymes has
implemented. The list is not in any order of griority and is not
exhaustive.

Market and customers

Novozymes sells its products worldwide, and we are subject
to the financial and political risks which this naturally entails.
Growth in individual markets is therefore influenced by the
local economic situation.

Customer concentration

A small number of customers account for a high proportion

of our sales in certain product areas, which means that
Novozymes is affected by the trend in these customers’ market
conditions. We work closely with our major customers to limit
this risk, for example by means of joint production planning,
joint development projects, integration of IT systems, etc.

Innovation

We try to maintain our position as market leader by continu-
ally launching new and improved high-quality products which
meet our custorners’ needs. This places high demands on our
research and development, requiring development to keep
pace with our customers’ needs. Failure here would entail the
risk of a negative impact on Novozymes' sales targets.

Enzymes produced using genetically medified
organisms (GMOs)

Novozymes produces a farge number of enzymes using
genetically modified organisms. Without this technology it
would be necessary to use larger quantities of raw materials,
water and energy, and in many cases commercial production
of an enzyme would not be profitable.

The use of gene technology and GMOs is the subject of reg-
ular debate around the world, mainly concerning foods con-
taining GMOs. Novozymes® use of gene technclogy has only
featured in the debate to a limited degree. However, it is
possible that Novozymes' production and sales to the food
and feed industries in particular may be affected by the pub-
lic debate on gene technology and the impact this may have
on consumer demand.

Read more about Novozymes' use of gene technclogy at
WWW.Novozymes.com > Our science.

Competitors

Historically Novozymes has experienced constant price press-
ure in its markets, while there is considered to be a risk of
increasing competition in the future from producers based
in low-cost countries, particularly China and India. One of
the ways in which we are trying to counter this risk is by
using our technology 1o optimise greduction, thereby reduc-
ing costs per unit produced.

To maintain optimal production Novozymes is dependent,
among other things, on reliability of deliveries from suppliers
and, to safeguard this, cooperation agreements have been
entered into with a number of key suppliers. These cooper-
ation agreements also help to reduce the sensitivity to fluctu-
ations in the price of raw materials and erergy to which
Novozymes is subject. Opportunities to pass on increases in
raw material prices, for example, 10 cur customers in a busi-
ness-to-business market with farge international customers




are limited because of cur relatively poor negotiating posi-
tion in relation to major customers.

Patent strategy

Novozymes' technclogy is the basis of our business, and the
company pursues an active patent strategy by protecting
new discoveries as early as possible in order 10 stop our prod-
ucts, et¢, being copied.

Environmental and social aspects

Environmental and social responsibility in how we run our
business are among Novozymes' fundamental vatues. This is
significant to all business activities and is underpinned by a
number of targets for envirenmental and social responsibility,

Novozymes is heavily dependent on being able to attract and
retain skilled employees in a labour market characterised by
falling unemployment and growing competition, and the
company’s reputation is an important parameter in this respect.

Reputation

Novozymes tries to maintain its current reputation through
open and transparent communication, both internally and
externally. Efforts are also under way 10 reduce the risk of
situations arising which could impair Novozymes’ reputation.
The Group's newly introduced business integrity principles
are one example of this.

To ugphold Novozymes' reputation, we play an active role in
making good any damage that we may inadvertently cause,
tor example to the environment.

Animal testing

Novozymes uses animal testing in connection with the devel-
opment and approval of products. The use of animal testing
is the subject of public debate and as such constitutes a risk
1o Novozymes' repuiation, The current product pertfolic in-
volves relatively few animal tests, but this may change as a re-
sult of the development of new business areas. We are con-
tinuously trying to reduce the number of animal tests by
further refining the methods used and replacing test methods
wherever possible,
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Business partners

Also in our relations with business partners, we seek to re-
duce the risk of being associated with environmental and so-
cial aspects which could impact negatively on Novozymes’
reputation, This is done partly by asking supplers of raw ma-
terials for enzyme production to perform a self-assessment of
their compliance with internationally recognised standards
and canventions. Novozymes’ business partners are also in-
formed about our business integrity principles.

Financial risk factors

Novozymes' international cgerations mean that the income
statement and balance sheet are exposed to a number of
financial risk factors. Financial risks are managed centrally.
The use of financial instruments is governed by the treasury
policy approved by Novozymes' Board of Directors. This palicy
contains rules on the financial instruments that can be used
for hedging, the counterparties that can be used and the risk
profile that is to be applied. Financial instruments are used to
hedge existing assets and liabilities or expected future net
cash flow.

Currency exposure

Currency exposure arises due to imbalances between income
and costs in each individual currency and because Novozymes
has more assets than liabilities in foreign subsidiaries.

Operating profit is most exposed to the EUR, USD and JPY.
A 2.25% movement in the EUR would, other things being
equal, result in a change in cperating profit of around DKX
40-50 million. A movement of 5% in the USD would result
in a change in operating profit in the region of DKK 35-45
mitlion. A movement of 5% in the JPY would result in 3
change in the region of DKK 5-10 million.

Novozymes' policy is to hedge existing net assets in foreign
currencies and expected future net exposure from the com-
pany’s operations. Hedging is carried oul through a combina-
tion of currency loans, forward exchange contracts, currency
swaps and options, The hedging transactions are based on
Novozymes' expectations of future exchange rate movements
and are carried out ta minimise the risk of loss and therefore
increase the predictability of the Group's financial results.
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Currency exposure relating to investments in foreign subsidi-
aries is hedged where this is deemed appropriate. Currency
exposure is managed primarily by taking out currency loans
and entering into currency swaps. Currency swaps, which are
used to hedge participating interests, generally have a matur-
ity period of over 12 months.

Interest rate exposure

Interest rate exposure arises in relation to interest-bearing as-
sets and liabilities. A change of 1 percentage point in the av-
erage interest rate on Novozymes' net interest-bearing assets
would have an effect on profit befare tax of DKK 3 million,
80% of the Ioan portfalio at year-end 2006 was at fixed
rates of interest. According to Novazymes' treasury policy,
free funds may only be invested in government bonds, ex-
tremely liquid domestic mortgage-credit bonds and money-
market deposits.

Credit risk

Credit risk is managed by dealing in financial instruments
and placing deposits only with banks having a satisfactory
credit rating from one or more of the recognised rating
agencies. Credit risk is calculated on the basis of net market
values and is governed by the company's treasury policy.
Novozymes has entered into netting agreements (ISDA) with
all the banks used for dealing in financial instruments, which
means that Novozymes' credit risk is limited to net assets. At
December 31, 2006 the maximum credit risk related to one
counterparty was equivalent to DKK 111 million.

Liquidity risk

In connection with the Group's ongoing financing of cper-

ations, including refinancing risk, the finance function shall
ensure adequate and flexible liquidity. This is guaranteed by
placing deposits in cash and extremely liquid negotiable in-
struments, and using binding credit facilities.

Other risks

Energy consumption and prices

The manufacture of industrial enzymes requires high inputs
of energy, and the trend in energy prices will therefore im-
pact cost of goods sold. The risk of a negative impact from
rising energy and CO, prices is managed through optimisa-
tions in the production process, for example by using gene
technology, and by partially hedging energy prices for a fu-
ture period.

Global organisation

Novozymes operates in many markets via sales companies
and distributors, while production is restricted to a small
number of countries. This entails a number of internal trans-
actions, etc., which are covered by internal settlement prices.
Novozymes follows the OECD principles in setting internal
settlement prices, but this is a complicated area and always
entails a tax risk as the area is subject to palitical judgement
in each individual country. Novozymes regularly enters into
dialogue with the tax authorities in the countries involved to
reduce this risk.

Insurance

The risk of personal injury, material damage and other events
beyond the company's control, and any losses that Novozymes
may cause, are covered by an extensive insurance programme.
Cover in different areas is subject to a deductible based on
Novozymes' claims history. However, the current price of the
policies and the cover provided may be affected by external
circumstances such as natural disasters and similar.




Income statement - the Novozymes Group

Note
1,2 Sales
3,5 Cost of goods sold _
Gross profit
3,5 Sales and distribution costs
3,5 Research and development costs
34,5 Administrative costs
Licence fees and Other operating income, net
Operating profit
7 Financial income
8 Financial costs B
Profit before tax
9 C_orparation tax
Net profit
Attributable to:
Shareholders in the parent company
Minority interests_ L
Proposed dividend per share
18 Earnings per share
18 Earnings per share, diluted

Consolidated f.nanciat statements
The Novozymes Report 2066

2006
i DKK |711|'7||ion7

6,802
3,147
3,855

844
880

909
2,
911

DKK 4.50

DKK 14.46
DKK 14.09

2005
DKIS millioni

6,281

289
861

858
3

861

DKK 4.00

DKK 13.11
DKK 12.79
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Statement of shareholders' equity

___ Attributable to shareholders in the company

Treasury
Share capital shares
DKK millien DKK million

Currency
translations
DKK million

Shareholders* equity at January
1, 2006 696 {1,659}
Currency translation of

subsidiaries and minority

interests

Fair value adjustment of financial

instruments

Cash flow hedges transferred to

income statement
Share-based payment
Tax relating to the above L
Items recognised directly in

shareholders' equity -

Net profit
Total income for the year - -

Purchase of treasury shares
Sale of treasury shares
Write-down of share capital
Dividend

Other adjustments

(1107
m

(46} 1,206

Other movements in

shareholders' equity {46) 210

Shareholders' equity at

December 31, 2006 650 (1,449)

&8

(161)

35

(9}

{135)

(135)

(67)

Available-
for-sale
financial
assets

Cash flow
hedges

Retained
earnings

DKK million DKK million DKK million

60

17

17

77

The proposed dividend of DKK 278 million for 2008 is included in Retained earnings.
Referance is made to Note 18 concerning treasury shares and average number of shares.

(6)

93
(8)

_®

82

82

76

4,602

19
19
138
909

1,047

(1,160)
{255)

06D

(1,577)

4,072

Minority
interests Total
OKK million DKK million

33 3,794
(E)) (164)
150

(8)

19

. o2
3} 99
2 M
(1) 1010
(1,107

1

[4}] (256)
3 0sy)
2 (1,411}
Y] 3,393
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Available-
for-sale
Treasury Currency financial Cash flow Retained Minority
Share capital shares  translations assets hedges earnings interests Total
DKK million OKK million  DKK million DXK million DKK million DKK million DKK million DKK million

Shareholders’ equity at January
1, 2005 726 {1.3186) {114) 53 75 4,493 30 3,547
Currency translation of
subsidiaries and minority
interests 242 3 245
Fair value adjustment of financial
instruments 33 7 (22) (48)
Cash flow hedges transferred to
income statement (83) (83)
Share-based payment 15 135
Tax relating to the above 27) 24 57 54
Items recognised directly in
shareholders' equity - - 182 7 (81) 72 3 183
Net profit L o o . o 858 3 ) B 85_1
Total income for the year - - 182 7 (81} 930 3 1,044

Purchase of treasury shares
Sale of treasury shares
Write-down of share capital
Dividend

Qther adjustments

(1.053)
126
584

Other movements in
shareholders’ equity

Shareholders' equity at
December 31, 2005

(343)

(1,659}

The proposed dividend of DKK 256 milllion for 2005 is included in Retained earnings.
Reference is made to Note 18 concerning treasury shares and average number of shares.

(1.053)

126

m (232)
@ ey

(3 (1.137)
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Balance sheet - the Novozymes Group

Note

ASSETS

10 intangible fixed assets

11 Property, plant and equipment

12 Deferred tax assets
Financial assets _ _ _ R
Total fixed assets

13 Inventories

14 Trade receivables

15 Tax receivable

16 Other receivables

17 Financial assets

12
20
21
22

23
21

15
24

Cash at bank and in hand

Total current assets

Total assats

LIABILITIES AND SHAREHOLDERS'" EQUITY

Share capital
Treasury shares
Other reservas
Retained earnings
Minority interests

Total shareholders® equity

Deferred tax liabilities
Long-term employee benefits
Provisions

Financial liabilities

Other non-current liabilities

Non-current liabilities

Financial liabilities
Provisions

Trade payables

Tax payable

Other current liabilities

Total current liabilities

Total liabilities

Total liabilities and shareholders'_eq:it;

Dec. 31, 2006 Dec. 31, 2005
DK million_ DKK million_

769 431
3,553 3,477
a5 22
o122
4,379 3,970
1,326 1,197
1,193 1,056
248 318
145 163
177 151
497 4%
3,586 3,339
7,965 7.309
650 696
{1,449) {1,659)
86 122
4,072 4,602
34 33
3,393 3,794
756 574
15 17
134 63
1,708 1,396
7 3
2,634 2,073
461 168
20 1
386 313
50 a8
doan 902
1,938 1,442
4s712 3515
7965 7308
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Statement of cash flows and financial resources - the Novozymes Group
Note 2006 2005
o . o DbkK mi_l_licn ] DKK_million
Net profit 911 861
32 Reversal of non-cash expenses 996 756
Corporation tax paid {120} (382)
Interest received 133 65
Interest paid . e o {147) {95)
Cash flow betore change in working capital 1,773 1,205
Change in working capital:
{Increasel/decrease in receivables {80) {53}
{Increase)/decrease in inventories (48} (23}
Increasef{decrease) in trade payal_)les and c_}th_er Ea_b_ilit_igs o o o X . !‘l 11} ) 197 .
Cash flow from operating activities 1,534 1,326
Investments:
10 Purchase of intangible fixed assets {13} {11}
Sale of property, plant and equipment 29 N
1 Purchase of property, plant and equipment (492) (395}
33 Acquisitionof companies | _____. . . T
Cash flow from investing activities {953) {335)
Free cash flow S S ) T s T
Financing:
Non-current borrowings 385 -
17 Sale of shares in Novo Nordisk A/S 15 22
18 Purchase of treasury shares, net (996) (927)
Dividend paid L e o (259) (231
Cash ftow from financing activities (851) {1,138}
Net cash flow T e T (270) ‘_(;EES
Unrealised gain/{loss) on currencies and financial assets included in cash and cash equivalents 26) 29
Net change in cash and cash. e-c;l.ﬁv;l;r—'ng_ T - ’ T (2§6) B 77616) )
Cash and cash equivalents at January 1 o - . w7 483
a3 Cash and cash equivalents at December 31 n 367
34 Undrawn committed credit faciﬁties . o _ . E,QDD 3,000 )

Financial resources at December 31 3.0M 3,367 -
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Environmental, social and knowledge data

Note . e
ENVIRONMENT
Etn_liumption of resources e -
37 Water 1,000 m?
35 Internally generated energy 1,000 G}
Extermally generated energy 1,000 GJ
Energy, total 1,000 GJ
Raw materials 1,000 tons
Packaging 1,000 tons
Wastewater o .
39 volume 1,000 m? T
Dry matter Tons
BODS Tons
coo Tons
Nitrogen Tons
Phosphorus Tons
Biomass . _ o __. _
volume, NovoGro® 1,000 m?
Volume, NovoGro® 30 1,000 m?
Volume, compost 1,000 m?
Nitrogen Tons
Phosphorus Tons
Waste = _ _ — . -
Non-hazardous waste Tons
Hazardous waste Tons
40 waste, total Tons
Percentage of total waste recycled %
Emissionstoalr - —_ - -
Ozone-depleting substances, HCFCs Kg
M €O, 1,000 tons
50, Tons
NO_ Tons

42
a3

Environmental impact potentials

Global warming
Ozone layer depletion
Acidification

Environmental compliance, etc.
Breaches of regulatory [imits, groundwater
Breaches of regulatory limits, other
Unintended releases of GMOs

Significant spills

Neighbour complaints

Animals for testing

Animals for testing

N 1,000 tons C_Oz-eqv-.
Kg CFC”-eqv.
Tons SOz-eqv.

No.

3,564
315
748

1,756
166

36

280
116
45
1,598
609

7.662
975
8,637
421

1,310
406
1,120
945

408
52
1,781

4,339

2,357
3,178
287
1

3,349
366
468

1,689
13

39

293
108
35
1,451
584

9,109
991
10,100
306

5,368
377
1.090
878

- 386
215
1,706

2952
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Environmental, social and knowledge data

Note L 2006 2005

SOCIAL
Employee statistics B . o o

44 Employees, total No. 4,544 4,068

44, 45 Women % 35.8 348

Men % 64.2 65.2

46 Rate of employee turnover % 8.0 6.6
Average age Years 3938 40.0
Seniority Years 89 2.3

47 Rate of absence % 2.3 2.5
milg costs L L
Average spent per employee DKK ' - 8,721 7 6.94\7 o
Costs as percentage of total employee costs % 1.6 1.5
HEALTH AND SAFETY
Occupational accidents and diseases o S, oL - a—-
Fatalities No. 4] o)

48 Accidents with absence No. 27 30
Of which accidents requiring professional first aid No. 21 26

49 Occupational diseases No. 1n 12
Frequency of occupational accidents Per million working hours 3.7 4.6
Frequency of occupational accidents requiring professional
first aid per million working hours 2.9 4.0
Frequency of occupational diseases Per million working hours 1.5 1.8
KNOWLEDGE
Processes and technology S o ] .
New products No. . 8 i 7 .

Active patent families No., 974 893
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Index of notes
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Note 1 - Segment information
Geographical segments

2006 2003
___DKK million DKK million

Sales

Denmark 125 196
Rest of Europe, Middle East and

Africa 2,730 2,563
North America 2,066 1,773
Asia Pacific 1,40 1,278
Latin America 480 a
Total 6,802 6,281
Segment assets

Denmark 3,550 3,417
Rest of Europe, Middle East and

Africa 491 318
North America 1,212 1,326
Asia Pacific 1,553 1.114
Latin America 180 149
Totat 7 6986 6324
Capital expenditure

Denmark 352 186
Rest of Europe, Middle East and

Africa 192 33
North America 75 98
Asia Pacific 354 a2
Latin America R | Y )
Total 1.023 366

The allocation to geographical segments is made on the basis of
the Group's sales, segment assets and capital expenditure. The
geographical distribution of sales is based on the country in which
the customer is domiciled. With a number of strategic customers,
central deliveries are made to specified locations and the final
recipient is unknown. The stated geographical distribution of sales
may therefore vary significantly from year to year if the delivery
destination for these strategic customers changes.

Note 2 - Sales
2006 2005
DKK million DKK million

Detergent enzymes 2,040 2,014
Technical enzymes 2,111 1,720
Food enzymes 1,603 1,491
Feed enzymes 700 748
Microorganisms 38 308
Total sales 6,802 6,281

Consalidated financial statements
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Note 3 - Employee costs
2006 2005
DKK million DKK million

Wages and salaries 1,597 1,507
Pensions - defined contribution

plans 136 114
Pensions - defined benefit plans 3 7
Other social security costs 10 122
Other employee costs 92 80
Share-based payment 20 L
Total employee costs 1,958 1,846

Recognised in the income statement
under the following items:

Cost of goods sold 760 T
Sales and distribution costs 365 340
Research and development costs 467 427
Administrative costs o 358 332
1,950 1,840

Recognised in the assets as:
Change in employee costs
recognised in inventories 8 6
Total employee costs 1.958 1,846

Geographical distribution:

Denmark 1,203 1,159
Rest of Europe, Middle East and

Africa 182 157
North America 383 360
Asia Pacific 139 123
Latin America 51 47
Total employee costs 1,958 1,846

Average number of employees in
the Group 4,272 4,023

Number of employees outside
Denmark as a percentage of total
number of employees 51% 46%

Reference is made to Note 44 concerning geographical
distribution of employees

Note 4 - Fees to statutory auditor
2006 2005
__DKK million  DKK million

Fees to the auditer elected by the Annual Meeting of
Shareholders, PricewaterhouseCoopers

Total fee 18 16

of which pertaining to audit
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Note 5 - Depreciation, amortisation and impairment

losses
2006 2005

DKK million DKK mitlion
Recognised in the income statement under the
following items:
Cost of goods sold 27 301
Sales and distribution costs 13 12
Research and development costs 72 63
Administrative costs 17 17
Depreciation and impairment
losses, property, plant and
equipment 373 393
Recognised in the income statement under the
following items:
Cost of goods sold 50 2%
Sales and distribution costs 12 18
Research and development costs 25 14
Administrative costs s o2
Amortisation and imhairment 7
losses, intangible fixed assets 9% 69
Total depreciation, amortisation
and impairment losses 469 462

Of which impairment losses on know-how of DKK 15 million in

2006, included in Cost of goods sold.

Note 6 - Licence fees and Other operating income, net

2006

2005

B DKKmiEon DKK !n_i[Iion__

Other operating income, net 43 19
Licence fees 16 15
Licence fees and Other operaﬁné o ' o
income, net 59 34
Note 7 - Financial income
2006 2005
DKK million  DKK million
Interest income 130 72
Gains on securities, elc, net 4 A
Financial income 134 76

Note B - Financial costs

Interest costs
Foreign exchange losses on
derivative financial instruments, net
Other foreign exchange losses, net
QOther financial costs

Fair value adjustment - share-based
payment
Financial costs

Note 9 - Tax

Tax payable on net profit
Change in deferred tax

Impact of change in tax rate from
30% in 2004 to 28% in 2005
Adjustment for previous years
Tax in the income statement

Calculation of effective tax rate:
Corporation tax in Denmark
Impact of change in tax rate from
30% in 2004 to 28% in 2005
Non-deductible expenses
Difference in foreign tax rates
Other adjustments

Effective tax rate

2006

~ DKK million

156

45
5
13

37

256

2006
DKK million

332
55

{80}
307

28.0 %

12%
2.3)%
(1.79%
252 %

2005
DKK million

95

18
132

2005
DKK million

322
18

(35)
a8
289
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Note 10 - Intangible fixed assets

Acquired
Completed IT patents, li- IT development
development cences and projects in
projects* know-how Goodwill progress®* Total

___DKK million  DKK million DKK million  DKK million DKK million

Cost at January 1, 2006 247 465 135 20 867
Currency translation {1} 1 (8) - {8)
Acquisition of companies - 324 104 - 428
Additions during the year 3 2 - 8 13
Transfer (to)Hrom other items o 1 e {11) _ B -
Cost at December 31, 2006 260 792 23 17 1,300
Amortisation and impairment |osses at January 1, 2006 195 226 15 436
Currency translation {1} 0 0 (n
Amortisation for the year 27 54 - 81
Impairment losses for the year o - s - ) ) 15
Arnortisation and impairment losses at December 31, 2006 221 295 15 531
Carrying amount at December 31, 2006 T “497 BT 17 T
Cost at January 1, 2005 246 460 119 20 845
Currency translation 1 m n - 1"
Additions during the year - 6 5 - 1
Transfer to other items - - . (11} (11)
Transfer from otheritems = - 1 L
Cost at December 31, 2005 47 465 135 20 867
Amaortisation and impairment losses at lanuary 1, 2005 153 197 15 365
Currency translation 2 0 0o 2
Amortisation for theyear o 4 29 - ) _ 63
Amartisation and impairment losses at December 31, 2005 195 226 15 436
Carrying amount at December 31,2005 sz om0 20 431

* Assets developed internally

Obligations to third parties relating to investments in intangible fixed assets are DKK 0 million at December 31, 2006, compared with DKK 53
million in 2005.

The carrying amounts of intangible fixed assets, including goodwill, were reviewed for impairment losses at December 31, 2006. This did not
reveal any need to write down the book values for impairment.

The impairment test compared the discounted cash flow of the individual cash-generating units with the carrying amounts in the units. Cash
flow is based on budgets and business plans for the period 2007-2011.

Material assumptions used in calculating the terminal vatue, such as development in sales, EBIT, working capital, fixed assets and assumptions
for growth beyond the specified five-year period, are based on assessments of the individual unit. Discount factors reflecting the risks associated

with the individual units are used in calculating the discounted cash flow.

An amount of DKK 15 million has been written down for impairment, based on a concrete assessment of a know-how asset.
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Note 11 - Property, plant and equipment

Land and
buildings

Plant and
machinery

Cost at January 1, 2006 2,900 3,816
Currency transiation (98) (98}
Acquisition of companies 35 52
Additions during the year 21 a5
Disposals during the year {3} (19}
E\ifgr (to)Hrom other items o L 19 132
Cost at December 3%, 2006 2,874 3,968
Depreciation and impairment losses at January 1, 2006 1,104 2,831
Currency translation (30) (66)
Dapreciation for the year 80 208
Depreciation and impairment losses eliminated on disposals during

the year o o o (3 a7
Depreciation and impairment losses at December 31, 2006 1,151 2,956
Ca?a;g ;mount at D;cé;nl;er 31, 2006 T T T 1-,-723 m?,(ﬁ_‘
Cost at January 1, 2005 2,788 3,631
Currency translation 161 163
Additions during the year 46 36
Disposals during the year {144} {98)
Transfer (tojfrom otheriters —.; 8
Cost at December 31, 2005 2,900 1816
Depreciation and impairment losses at January 1, 2005 1,042 2,610
Currency translation 63 99
Depreciation for the year 91 215
Depreciation and impairment losses eliminated on disposals during

the year (92} {93)
Bgﬁ;eciation and impairmerrt losses at December 31, 2005 i S TTwwa zEm
E;;r;ng amount at December 31,2008 T T T 9 985

Plant, property

and equipment

Other
equipment

DKK million DKK millian DKK million

1,072
(32}

3

53
(70)
.46
1,072
757

(23)
85

(66)
753

319

1,062
43
43

(101)
25
1.072

733
29
87

52)
757

315

under
construction

DKK million

3
(8}

333

(10}
_ten

499

"a99

306
230
{5)

(158)
EL))

381

Total

DKK million
8,169
(236}
90

7,787
375
355

(348)

B.169
4,385

191
393

@y
4,692

31.477

QObligations to third parties relating to capital expenditure are DKK 83 million at December 31, 2006, compared with DKK 107 million at

December 31, 2005.

Geographical distribution:

Denmark
Rest of Europe, Middle East and Africa
North America
Asia Pacific

Latin America

Carrying amount at December 31

2006

L milliop.

1,968
129
749
666

M

3,553

2005

DKX million
1,950

69
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2006
. DKK million
Deferred tax at January 1 (532)
Currency translation 18
Acquisition of companies (7)
Tax on shareholders' equity items 9n
Tax for the year e o/
Deferred tax at December 31 (711
Deferred tax assets 45
Deferred }axﬂbilities o - B _ - o _gSG)
Ceferred tax at December 31 (711)
Ceferred Deferred
tax assets tax liabilities
e OKK million  DKK million
Intangible fixed assets and property, plant and equipment 9 (642)
Deferred tax relating to inventories 85 {135)
Tax-loss carry-forwards and balance re recapture of tax losses 15 {19)
Share options 2N -
Ligbilities and other o o ) i _ {513)
598 {1.309)
Netting __ ____ L S8y 58
Deferred tax at December 31, 2006 45 (756}

Gf which due after more than 12 months
Unrecognised share of tax-loss carry-forwards, etc.

Recognised tax-loss carry-forwards, previously unrecognised

The Novorymes Report 2006

2005

DKK millﬁgn

(431)
(23)

)
_ay
(532)

a2
(574}
(532)

Total

DKK million
(633)

(50)

O]

27

{295)

(711)

{711}

(696}

Tax-loss carry-forwards are recognised in deferred tax assets to the extent that the losses are expected to be realised in the form of

future taxable profits within a period of 3-5 years,

Deferred

tax assets

DKK milljgﬁ

Intangible fixed assets and property, plant and equipment 13
Deferred tax relating to inventories

Tax-loss carry-forwards and balance re recapture of tax losses

Share options

Liabilities and other

Netting

Deferred tax at December 31, 2005

Of which due after more than 12 months
Unrecognised share of tax-loss carry-forwards, etc.
Recognised tax-loss carry-forwards, previously unrecognised

Deferred
tax liabilities
__DKK million _

(684)
(194}
(61)
o (se)
{1,105}
o B
(574)

Total

KK million
(671)

7

(55)

Tax-loss carry-forwards are recognised in deferred tax assets to the extent that the losses are expected to be realised in the form of

future taxable profits within a period of 3-5 years.
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Note 13 - Inventories
2006 2005

Raw materials and consumables 201 178
Goeds in progress 338 305
Finished goods 787 714
Inventaries 1,326 ],157

The material consumption, included under Cost of goods sold, is
DKK 1,668 million, compared with DKK 1,494 million in 2005.

Expensed write-downs on

inventories 30 23
Reversal of write-downs on
inventaries 9 13

$ome of the reversal of write-downs can be attributed to the
written-down inventories being reused in production.

Note 14 - Trade receivables
2006 2005
_P!(_K_millio_n_ol(l(_rnillion

Trade receivables 1,238 1,099

Allowances for doubtful trade

receivables (103} {103)
1,135 998

Amounts owed by affiliated

companies . %8 B0
Trade receivables at December 31 1,193 1,056
The age analysis of net trade receivables is as follows:

Lass than 1 year 152 97

More than 1 year - -

DKK 5 millicn has been expensed in 2006 in ailowances for and
actual losses on doubtful trade receivables, compared with DKK 5
million in 2005. These costs are included in $ales and distribution
costs,

DKK million DKK million

Note 15 - Tax receivable/payable
2006 2005
~ DKK million DKK million

At January 1 270 146
Currency translation {16} (14)
Acquisition of companies 4 -
Tax on shareholders' equity items 34 32
Tax relating to the year (214) {276)
Tax paid on account for the current
year, net 360 a54
Tax received on account for
previous years, net (a0)  (72)
Tax r'eceivable!(payal';le) at T e
Decemnber 31 198 270
Corporation tax receivable 243 318
Corporation tax payable (50) (48)
Tax r-ecei;ailmpsya_bl—e)-al ’ T, T
December 31 198 270
Of which due after more than 12
months 55 2
Note 16 - Other receivables

2006 2005

DKK million DKK million

Public authorities 7 22
Deposits 13 18
Prepaid expenses 54 53
Other receivables n T
Other receivables at December 31 145 163

Other receivables primarily fall due within 1 year from the
balance sheet date.

Note 17 - Financial assets
Financial assets comprises Available-for-sale financial assets and
Derivative financial instruments,

Available-for-sale financial assets, comprising the Group's holding
of Novo Nardisk B shares, had a market value of DKK 133 million at
December 31, 2006, compared with DKK 132 million at December
31, 2005.

A gain of DKK 33 million on revaluation te market value has been
recognised in shareholders' equity in 2006, of which DKK 21
million has been transferred from shareholders’ eguity to the
income statement. In 2005 the revaluation to market value was
DKK 21 million, of which DKK 14 million was transferred to the
income statement.

The Group’s hotding of Novo Nordisk shares has been acquired
with a view to hedging the share option obligation, cf. Note 25.

Derivative financial instruments amounted to DKK 44 million at
December 31, 2006, compared with DKK 19 million in 2005.




Note 18 - Share capital

2006 2005
DKK million DKK mil_lit_)n__
Share capital
Nominal value
A share capital 107 107
B share capital 543 i "‘5_@7
Share capital at December 31 650 696
2006 2005
S No. _ No.
Number of shares
A shares of DKK 10 10,748,720 10,748,720
B shares of DKK 10 = 54,251,280 58,851,280
;rotal shares 65,000,000 69,600,000

Each A share gives entitlement to 100 votes, while each B share

gives entitlement to 10 votes.

The share capital was written down in 2004, 2005 and 2006, but

was unchanged in 2002-2003,

2006 2005
. No. _ No.
Number of shares in circulation
Number of shares at January 1 63,911,100 66,590,000
Purchase of treasury shares [2,756,632) (3,449,031}
Sale of treasury shares 651,038 770133
Number of shares at December 31 61,805,506 63,911,100
2008 2005
R o DKK millio:l DKK mil_li_otl )
Treasury shares - B shares
Cost
Cost at January 1 1,659 1,316
Additions during the year 1,107 1,053
Disposals during the year {111) {126)
Write-down of share capital _(r208) (584)
Cost at December 31 1,449 1,659
Nominal value
Nominal value at January 1 57 60
Additions during the year 28 35
Disposals during the year (7} {(8)
Write-down of share capital {46) s
Nominal value at December 31 32 57
Number of shares
Number of shares at January 1 5,688,900 6,010,000
Additions during the year 2,756,632 3,449,031
Disposals during the year (651,038)  (770,13%)
Write-down of share capital {4.600,000) (3,000,000
Number of shares at December 31 3,194,494 5,688,900

Percentage of share capital
Percentage of share capital at
January 1

Adjustment to figure at beginning
of year as a result of write-down of
share capital

Additions during the year
Disposals during the year
Write-down of share capital
P;n_:e_niaég of share capital at
December 31
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2006 2005
OKK million DKK million _
8.2% 8.3 %
0.6 % 03%
a2% 5.0 %
Ho%w (%
0% @)%
49% 82 %

Among other things, acquisitions of treasury shares during the
year tock place to hedge share options and adjust the capital

structure.
Average number of shares:

Weighted average number of
outstanding shares excluding
treasury shares

Adjustment for share options

\T\Iei‘g hted a;veragé number of
outstanding shares (diluted}
excluding treasury shares

and including share options in-the-
money:

Note 19 - Minority interests

Minority interests at January 1
Currency translation

Purchase of minority shares
Share of net profit
Dividend paid____

Minority interests at December 31

62,874,459 65,461,022
1,629,118 1,607,617
64,503,577 67,068,639
2006 2005
DKK million DKK million
33 30
(3) 3
3 {2}
2 3

S o
34 33

63
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Note 20 - Provisions for pensions and other long-term
employee benefits

The Group has entered into pension agreements with a significant
number of its employees. Most of the pension plans are defined
contribution plans, and only a small number are defined benefit
plans. A health insurance plan has also been established in the
USA.

Some of the pension plans are funded by payments from Group
companies. However, some plans are not funded, and a liability
has been recognised in the balance sheet for these plans,

As well as pension agreements, a few countries also have plans
covering other long-term employee benefits which meet local
requirements for insuring employees in the event of termination,
ete.

2006 2005
DKK million DKK millien

Amounts recognised in the income statement re defined benefit
pension plans:

Current service costs 7 5
Interest costs 2 3
Expected return on plan assets (3 3)
Service costs relating to changes to

plans (3} 2

plans recognised in the income
statement 3 7

The actual return on plan assets was a positive return of DKK 2
million {2005: a positive return of DXK 8 million),

2006 2005
DKK million DKK milfion

Amounts recognised in the balance sheet re defined benefit
pension plans:
Present value of fully/partly funded

cbligations 76 81

Fair value of plan assets (84} {77)
(B) 4

Present value of unfunded

obligatians 12 12

Unrecognised actuarial gains/{losses) 3 1

Unrecognised part of benefit assets 3 -

Liability recognised in the balance
sheet 15 17

2006 2005

Movement in the net liability:

Opening net liability 17 16
Currency translation (1) 2
Total amount expensed in the

income statement 3 7
Contributions paid (&) (6}
Other changes - (2)
Closing net liability 15 17

The actuarial valuations of the most significant defined benefit
plans have been based on the following assumptions:

2006 2005
Discount rates 2.9% 39%
Expacted rates of return on plan
assets 35% 4.5%
Future salary increases 1.3% 2.0%
Annual increase in healthcare costs 7.6% 7.6%
Note 21 - Provisions

2006 2005

__ DKK miilion DKK millien

Provisions at January 1 74 79
Currency translation 0 2
Acquisition of companies 40 -
Additions during the year 47 12
Previous years reversed 6) -
Utilisation during the year . 19)
Provisions at December 31 - - 1547 thr’»’;f
Current 20 "
Non-current 134 63

Provisions incdudes items relating to liabilities for restoring rental
premises to their original condition on moving out, remainder of
purchase price in connection with acquisition of companies,
pending litigation and other long-term employee benefits with
the exception of pensions and similar obligations.




Note 22 - Financial liabilities - non-current

Financial liabilities includes debt to credit institutions as specified
below and liabilities relating to derivative and other financial
instruments of DKK 71 million in 2006, compared with DKK 43
million in 2005.

2006 2005
DKK million DKK m@orl_

Unsecured borrowings and other
non-current loans with terms
between 2009 and 2013 at an
interest rate of 4.1% - 5.6%,
excluding the amounts falling due
within 1 year 1,637

1,637

1353
1,353

Credit institutions at December 31

The debt is payable within the following pericds from the balance
sheet date:

Between 1 and 2 years - -

Between 2 and 3 years 714 -
Between 3 and 4 years 366 796
Between 4 and 5 years - -
AfterSyears _ _ . __557 597
Credit institutions at December 31 1.637 1,353
The debt is denominated in the

following currencies:

DKK 557 557
usb o \bB0 7%
Credit institutions at December 31 1.637 1,353

The interest on the above loans will be adjusted in 2007,

Revaluation of the above loans to market value at December 31,
2006 would not have entailed a value adjustment.

Consolidated financial statements.
The Novorymes Repart 2006

Note 23 - Financial liabilities - current

Financial liabilities includes debt to credit institutions as specified
below and other liabilities relating to derivative and other
financial instruments of DKK 35 million in 2006, campared with
DKK 81 million in 2005.

2006 2005
DKK million DKK million

Credit institutions 426 87
Non-current borrowings falling due

within 1 year - -
Credit institutions at December 31 426 87

The debt is denominated in the
following currencies:

DKK 372 33
EUR 27 21
IPY 24 32
Other _ — . 3
Credit institutions at December 31 426 ' 787

Note 24 - Other current liahilities
20086 2008
DKK million DKK million

Employee costs payable 406 329
Taxes and duties payable 20 33
Accruals and deferred income 74 70
Share-based payment 114 84
Other current Iiabilitieg B 467 L _38§

Other current liabilities at

December 31 1,021 902

67




68

Consolidated financial statements
The Nevozymes Report 2006

Note 25 - Share-based payment, and remuneration

As in previous years share options have been granted in 2006. Allocation has been linked to profit and value creation targets being achieved.
The purpase of the share option programmes has been to ensure common goals for the Management, employees and shareholders.

The Management has previously been granted share options with a maturity period between six and eight years, which after three years give
the holder the right to purchase one share with a nominal value of DKK 10 per share option. Other managerial staff have been granted share
options with a maturity period of eight years, which after three years give the holder of the option the right to purchase one share with a
nominal value of DKK 10 per share option.

The share option programme for other employees ran for three years, so it was possible to be allocated share options for the years 2001, 2002
and 2003. The share options have a binding period of three years and an exercise period of five years after the binding pericd.

The above-mentioned share option programmes are primarily equity-settled, and no liability is recognised for these. In the case of allocations in
countries where ownership of foreign shares is not permitted, the value of the share options is settled in cash, and a liability of OKK 37 million
{2005: DKX 24 million) was recognised for this in 2006. The intrinsic value of the programmes in 2006 was DKK 37 million (2005: DKK 24 million).

At December 31, 2006 the Group's outstanding Novo Nordisk AJS share options totalled 276,703, with an average exercise price of DKK 192 per
share of DKK 2 and a market value of DKK 77 million, which is recognised as a liability, These options are hedged by the Group's holding of
Novo Nordisk ASS shares, which are recognised at market value. In 2006 the Management and managerial staff exergised 87,900 Novo Nordisk
A/S options.

The Group is obliged to divest shares to Novo A/S with regard to options allocated to employees who were transferred to Novo ASS in
connection with the Demerger. The shares will be divested when the employees exercise their options, and Novozymes A/5 is committed to
reimburse expenses equivalent to the value of the shares at the time of the transition of the employees to Nove A/SS, 4,260 shares were divested
in 2006, such that the obligation at December 31, 2006 totalled 7,400 shares. This obligation is hedged by the holding of treasury shares.

Number of Exercise
Other options price per  Remaining
managerial which can be  option in term to
S_J'n_a_rt-.ﬁgt_i@si'q'hlovozymes AlS __Management st{ﬂ Otherstaff  Total exercised DKK maturity (yrs)
Outstanding at lanuary 1, 2005 241,800 1,307,032 2,388,517 3,937,349 429,404 159* B**
Options exercised in 2005 (126,550) (217,960) (468,521) {813,031) 163*
Terminations in 2005%** - (10,950) (26,499) (37.449)
Outstanding at December 31, 2005 115,250 1,078,122 1,893,497 3.086,869 800,737 158 i
Additions during the year 8,279 417,906 - 426,185
Options exercised in 2006 {47.150) (264,080) (369,518) {680,748) 167%
Terminations in 2006*** {9,000) _(18,569) (14,250  (41,219)

Outstanding at December 31, 2006 67,379 1.213.3719 1,509,729 1,750,487 857,939 183* 54
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Number Exercise Market
Other of options price Remaining value in
managerial Other which can  per option term to DKK
Share options in Novozymes AlS Management staff  staff  Total be exercised in DKK  maturity (yrs) million
Qutstanding programme 1998 - 2,350 - 2,350 2,350 64 0 1
Qutstanding pregramme 1999 - 8,902 - 8,902 8,902 10 1 3
Cutstanding programme 2000 2,200 17,717 - 19,917 19,917 10 2 8
Gutstanding programme 2000 300 1,000 - 1,300 1,300 101 0 1
Qutstanding programme 2000 - 66,600 - 66,600 66,600 150 2 23
Qutstanding programme 2001 6,300 101,418 - 107,718 107,718 159 3 35
Outstanding proegramme 2001 - - 294,851 294851 294,351 186 3 89
Outstanding programme 2002 7,700 109,450 239,151 356,301 356,301 169 4 13
Qutstanding programme 2003 471,400 503,105 975,727 1,526,232 - 148 5 518
Qutstanding programme 2006 3,479 397,832 - 401,31 - 344 8 78
Outstanding programme 2006 < 5005 - 5@ .- 40 8 1
Outstanding at December 31, 2006 67,379 1,213,379 1,509,729 2,790,487 857,939 870

" The exercise price is an average of several option programmes.
**  Remaining term to maturity is stated as a weighted average of the outstanding options.
*** Relates to employees outside Denmark.

Market value is calculated on the basis of the Black-Scholes model for valuation of options. The historical volatility for the last year is used when
calculating the value of the options at year-end. The risk-free interest is based on Danish government bonds with a period of maturity
equivalent to the option's expected remaining term to maturity. The expected period of maturity is fixed at 1 year after the expiry of the
binding period, or the option's expiry date if this is within 1 year.

The following assumptions are made when calculating market value at the end of the period:

e ) . o 2006 2005
Dividend per share, DKK 4,50 4.00
Volatility, % 26.5 16.9
Average risk-free interest, % 3.9 28
Share price 486 345
Holdings of and trading in Novozymes A/S shares by the Board of Directors and Management
Board of

Number of shares in Novozymes A/S S L Directors Management Total
Share portfolio at January 1, 2005 11,627 30,519 42,146
Purchase of shares during the year 5,800 126,550 133,350
Sale of shares during the year s 6,430) (148,050} (154,480)
Share portfolio at December 31, 2005 11,997 9,018 21,016
Change in Management - (1,705) (1,705)
Purchase of shares during the year - 48,150 48,150
Sale of shares during the year L o . _1a000) (54,553} (58,553)
Share portfolio at December 31, 2006 7,997 911 8,908

The share portfolio had a market value of DKK 7.3 million at December 31, 2005 and DKK 4.3 million at December 31, 2006, based on the listed
prices at year-end 2005 and 2006 respectively.
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Holdings, exercise and allocations of Novozymes A/S share options for the Management and Board of Directors

Options at  Additions  Exercised Options at

January 1, during during Dec. 31,
Number of share options in Novozymes AlS o 2006 the year _the year 2006
Steen Riisgaard 31,800 - - 31,800
Per Falholt 13,500 - (4,500} 9,000
Benny D. Loft* 10,300 3,479 {5,500) 8279
Peder Holk Nielsen 35,950 - (26,650} 9,300
Arne W. Schmidt 20,500 - {11,500} 9,0004
H_oldings of share options 112,050 T 3;4; 7 (45:156) o S;.Eﬁ’é

* Joined Management in 2006

Market
value in

10.7
3.1
23
32
1

224

In addition, Kurt Anker Nielsen, Vice-Chairman of the Board of Directors, has a holding of 6,268 share options in Novozymes A/S from 2000 and

before in his capacity as a former executive officer of Novo Nordisk A/S.

The employee-elected board members also hold share options in Novozymes AfS, granted in connection with share option allocations in

previous years covering all employees in Novazymes AJS on the relevant dates.

2006
) DKK million

Remuneration to the Management;
Salaries 20
Pensions L : 4
Total remuneration to the Management 24
Total remuneration to the Board of Directors 3

A share-based incentive programme has been adopted for the Management for the period 2004-2006.

2005
DKK million

A pool of 185,955 B shares has been set aside from the company's holding of treasury shares, and the full number of shares will be released at
the beginning of 2007. Allocation of the shares was conditional on the economic value added which Novozymes generated for its shareholders

in the period 2004-2006. See page 13 in the "Report of the Board of Directors* for further information.

Economic value added is calculated using a WACC-based required rate of return of 7%. The market value of the incentive programme is
calculated on the basis of the share price on the grant date less any expected dividends during the programme’s term to maturity.

Members of Management have contracts of employment containing standard conditions for members of the Management of Danish listed
companies, including with regard to the periods of notice which both parties are required to give and competition clauses. If the executive
officer's contract of employment is terminated by the company, without there having been misconduct on the part of the executive officer,
the executive officer has the right to compensation, which, depending on the circumstances, may amount to a maximum of three years’

salary and pension contributions.




Note 26 - Foreign currencies in the balance sheet
Hedging of assets and liabilities in foreign currency (transaction risk)
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The table below shows the Group's assets and liabilities in foreign currencies at December 31, 2006, calculated as the total of each Group
company's assets and liabilities in a currency other than its own. The table also shows the financial instruments used to hedge these assets and

liabilities.

Currency
DKK million ___ Gxposure
usp 229
EUR 284
CNY 14
®PY 38
CHF {530}
AUD 328
Other o o218

681

Contracted
derivative
financial
instruments

(a82)
{1,161)
(54)

407
@on
e
{1,694}

Exchange rate at
Net currency Dec. 31, 2006 (for

exposure 100 l""itL

(253} 566.14

(877} 745.60

114 72.53

(16) 4.75

{123) 464,00

pyl 446.71

_ 121 I

(1,013)

Transaction risk is the possibility of gains/losses on transactions which are open on the balance sheet date as a result of subsequent exchange

rate changes. Gains/losses are recognised in the income statement.

Hedging of investments in foreign subsidiaries {translation risk)

Net investment

in foreign

I_:'v_!(ﬂ_ni_lliin___ } . _subsidiaries
AUD 137
BRL 81
CHF 542
CNY 848
EUR 95
ush 638
Other 135
N 2,476

Contracted
derivative
financia)
_i_r}strumer!ts

(275)

(244)

{519)

Exchange rate at
Net assets with Dec, 31, 2006 (for

translation risk o 100 Ei_ts! )
137 446,711
81 264.41
267 464.00
848 72,53
95 745.60
394 566.14
3
1,957

Translation risk is the possibility of gainsfosses arising from transiation of net assets in subsidiaries as a result of subsequent exchange rate
changes. Gainsflosses are recognised directly in Currency translation under Shareholders' equity.

n
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Note 27 - Financial instruments
Hedges of expected future cash flows qualifying for hedge accounting

The table below shows the derivative financial instruments which the Group has contracted to hedge currency exposure or interest rate
exposure on expected future cash flows. The total fair value adjustment at year-end is entered directly in Shareholders' equity and will be taken
to the income statement as the financial contracts are realised, with the exception of currency transtation and accrued interest on currency
swaps used for interest hedging, as these do not qualify as cash flow hedges and are therefore entered directly in the income statement (DKK
(82} million in 2006, compared with DKK 0 million in 2005).

2008 2005
o Contract Contract '
amount Adjustment to amount Adjustment to
basedon  market value based on  market value
DKK million o agreed rates __ Dec n agreed rates Dec. 31
Forward exchange contracts (sales)
IPY 107 6 201 3
usD_ - U R - N
107 6 475 {23)
Currency options (purchased put options}
uso__ . N . B om 28 __s
824 3 288 5
interest rate swap
USD/USD - pays fixed rate of 3.73% / earns variable rate of 5.36% (compared
with 4.70% in 2005) I g - 244 7 o .. oB
244 7 244 8
Currency swaps
EUR/DKK - pays fixed rate of 4.27% / earns variable rate of 3.88% (compared
with 2.50% in 2005) 250 (4) 250 (18)
EUR/USD- pays fixed rate of 3.84% / earns variable rate of 5.37% (compared
with 4,50% in 2005} 527 (52) 527 {(1n
EUR/USD - pays fixed rate of 4.03% / earns variable rate of 5.37% o _ 384 (24) - o
1,161 {80} 177 (29)
_ T o i - -2;336 _ .(36") ' ﬁ1.784 -r-(39)

The forward exchange contracts and currency options fall due in the pericd January 2007 to December 2007 {(January 2006 to December 2006 at
the end of 2005}, while the interest rate and currency swaps fall due in the period June 2009 to March 2013 {June 2009 to March 2013 at the end
of 2005).

The Group's expectad future net cash flows in USD and JPY are hedged as follows:

2006 2005

usb 12 months 12 months
Py 7 months 12 months
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Hedging of net investments in foreign subsidiaries qualifiying for hedge accounting

The table below shows the derivative financial instruments which the Group has contracted to hedge currency exposure on investments in
subsidiaries. Gains or losses on market value adjustments {excluding accrued interest) at year-end are entered directly in Shareholders' equity.
Accrued interest (2006; DKK 1 million, 2005: DKK 1 million) is entered in the income statement.

2006 2005
Contract " Contract
amount  Adjustment to amount Adjustment to
based on  market value based on  market value
OKK million agreed rates Dec. 31 agreed rates Dec. 31
Currency swap
CHF/DKK - pays fixed rate of 3.62% / earns fixed rate of 5.27% 275 (2) ‘s (o
275 2) 275 {10}
Currency loan
USD - pays variable rate of 5.59% (compared with 4.93% in 2005) 244 18 244 (9}
244 18 244 (9)
_ 513 % s19 (9

The currency swap falls due in September 2008 (September 2008 at the end of 2005), while the loan falls due in lune 2009 (Juna 2009 at the end
of 2005).

Accounting treatment of other derivative financial instruments
The table below shows the derivative financial instruments which the Group has contracted to hedge currency exposure on financial assets and

fiabilities which give rise to currency adjustments in the income statement, and financial instruments which no langer fulfil the criteria for
hedging of cash flows. Gains or losses on market value adjustments at year-end are entered in the income statement,

2006 2005
Contract —_Ct_m_lr—acr ’ T
amount Adjustment to amount Adjustment to
based an  market value based on  market value
DKK million agreed rates Dec.31  agreedrates ~ Dec.31
Forward exchange contracts {sales)
CHF {net purchase) 407 {3) 383 %)}
AUD 307 (5) - -
GBP 1 - - -
IPY 54 2 51 0
SEK 26 - 67 0
usp 482 w3 By
1,347 (10) 875 (35)

The forward exchange contracts fall due in the period January 2007 to October 2007 (January 2006 to October 2006 at the end of 2005).
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Note 28 - Liabilities and contingent liabilities
2006 2005
DKK million DKK million

Liabilities

Rental commitments expiring
within the following periods
from the balance sheet date:

Within 1 year 40 41
Between 1 and 2 years 29 1
Between 2 and 3 years 24 24
Between 3 and 4 years 21 21
Between 4 and 5 years 20 17
After 5 years 83 100
Rental commitments at T -
December 31 217 234

Of which commitments to affiliated companies at Decermnber
31, 2006 amount to DKK 51 million, compared with DKK 59
million at December 31, 2005. The above rental commitments
relate to non-cancellable operational leasing contracts,
primarily for buildings and offices.

The following amounts have

been recognised in the

consolidated income statement

im respect of rental 60 53

Other liabilities

Contractual cbligations to third
parties relating to investments
in fixed assets, etc. 83 160

Other guarantees

Other guarantees and
commitments to affiliated
companies as 120

Other guarantees and
commitments 157 RE]]

Pending litigation and arbitration

Since 2001 Novozymes has been party to a Danish arbitration
case in which, among other things, it is claimed by Danisco
that Novozymes has unlawfully appropriated certain lipase-
related inventions. Furthermore, in 2005 Danisco took out a
summons against Novozymes at a US court of law, claiming
that Novozymes' baking enzyme Lipopan° Finfringes a
newly issued US patent. The parties reached a settlement
covering both these matters in 2006,

In 2005 Novozymes summoned Danisco's wholly owned
subsidiary Genencor International Inc. before a US court of
law, as in Novozymes' opinion Genencor's sale of the

enzyme Spezyme° Ethyl to the fuel ethanol industry
infringes a patent that the US patent authorities issued to

Novozymes in 2005. In 2006 Novozymes was granted an
injunction in the court of first instance. The court is expected
to make a decision on the level of damages in 2007.

Novozymes is also engaged in certain other legal
proceedings. In the opinion of the Board of Directors and
Management, settlement or continuation of these
proceedings will not have a material effect on the Group's
financial position. A liability has been recognised under
Provisions in case the risk of a loss should arise.

Liability for the debts and obligations of Novo Nordisk A/S
As a result of the Demerger of Novo Nordisk A/S into two
companies, Novo Nordisk A/S and Novozymes A/S are jointly
and severally liable in accordance with Section 136,
subsection 2 of the Danish Companies Act for debts and
obligations arising after January 1, 2000 but relating to the
period before January 1, 2000 which cannot be clearly
attributed to either Novo Nordisk A/S or Novozymes A/SS,
Liability will be distributed proportionally between the two
companies

Note 29 - Joint ventures

Novozymes A/S has interests in two joint ventures, namely two
houseowners' associations run as jointly controlled entities with
Novo Nordisk A/5. The objects of the associations are the operation

and maintenance of common facilities,

Novozymes' share of the net profit, assets and liabilities of the two
joint ventures is included in the consolidated financial statements

on a proportionate basis as follows:

2006 2005

Fixed assets 40
Currentassets =~ .8
Total assets B8
Non-current liabilities (69}
Current liabilities _ Qs
Total liabilities (88)
Net profit -

Novozymes AJS has not assumed any material contingent

DKK million DKK million

2
E
92

(69)

{23)

(92)

liabilities in connection with its interests in these joint ventures.




Note 30 - Related party transactions

Related parties are considered to be the Novo Nordisk Foundation,
the Novo and Novo Nordisk Groups and the houseowners'
associations in which the Novozymes Group cooperates with the
Novo Nordisk Group, the directors of these entities, and the Board
of Directors and Management of Novozymes A/S, together with
their immediate families. Related parties also include companies in
which the above persons have significant interests,

The Group has had the following transactions with related parties:

2006 2005
DKK miltion DKK million

Sale of goods, materials and
services

Sale of goods and materials:

- the Novo Nordisk Group 63 59
- minority shareholders in
subsidiaries 36 34

Sale of services:

- Novo ASS 4 1
- the Novo Nordisk Group 94 83
-jointventures - 1

197 178

Purchase of goods, materials, services and fixed assets
Purchase of goods and materials:
- Novo Nordisk A/S (48) (53)

- minority shareholders in subsidiaries - (9)

Purchase of services:

- Novo AfS (8} t)]

- NNIT ASS (58) (52)

- Novo Nordisk Servicepartner A/S (37} (82)

- Novo Nordisk AsS an (36)

+ Novo Nordisk Engineering A/S (a?n (25)

- joint ventures (19) (21)

- minority shareholders in subsidiaries R A1 R 1) I
(244) (286}

Purchase of treasury shares

- Novo AfS a4y (2a4)

(241) (244)

There have not been any material transactions with the Novo
Nordisk Foundation or with Management of Novozymes ASS,
Novo AJS, the Novo Nardisk Foundation or the Novo Nordisk
Graup, other than normal remuneration, The remuneration of the
Board of Directors and Management is presented in Note 25.
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2006 2005
DKK million DKK million

Receivables:

Novo A/S 1 1
The Nove Nordisk Group 62 1"
Minarity shareholders in subsidiaries 3 3
Receivables at December 31 TS T
Payables:

Novo ASS n -
The Novo Nordisk Group {(32) {20)
Joint ventures (22) (33)
I;a_yables at December 31 h (5_5_) o H_"

Note 31 - Government grants

During the financial year the Novozymes Group has received
grants of DKK 9 million for research and development, compared
with DKK 9 million in 2005. Government grants are recaognised
under Licence fees and Other operating income, net, Government
grants includes EU grants for various research projects,

Note 32 - Non-cash expenses
2006 2005
DKK million DKK million

Value of sold assets (13) 48
Allowances for doubtful trade

receivables S 5
Corporation tax 307 289
Depreciation, amortisation and

impairment losses 469 462
Share-based payment 19 34
Unrealised (gain)/loss on financial

assets, etc., net 36 18
Unrealised foreign exchange

{gain)/loss 108 (117)
Accrued interest income and interest

costs 26 23
Change in provisions 41 8)
Others . _ . _ @ ___ 2
Non-cash expenses 996 756

Note 33 - Cash and cash equivalents
2006 2005
DKK milliqn DKK J'niIIion

Credit institutions - current (426) {87)
Cash at bank and in hand 497 454
Cash and ca;h-e—(i-u-ival—er-\ts at T

December 31 Fal 367

Note 34 - Expiration date for undrawn committed credit
facilities

The current term to expiration of the undrawn committed credit
facilities exceeds 1 year.
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Note 35 - Acquisition of companies

GroPep Ltd Others Total
Carrying Fair value on Carrying Fair value an Carrying Fair value on
armount prior date of amaunt prior date of  amount prior date of

to acquisition  acquisition  to acquisition  acquisition  to acquisition  acquisition

The assets and liabilities arising from acquisitions
are as follows:

Intangible fixed assets - 247 3 74 3 321
Property, plant and equipment 39 43 a1 a1 80 90
Inventories 27 38 29 70 56 108
Receivables and prepayments 28 19 LAl 57 99 76
Cash and cash equivalents 51 51 13 13 64 64
Liabilities . L L N 1t = 1) B €31} (45} o (222)
Acquired net assets 131 373 126 64 257 437
Goodwill on acquisitions o 7 = 2 o Rl
Total purchase price 451 90 541
Less:

Cash and cash equivalents in acquired

companies - o o 51 13 64
Cash outflow from acquistion of companies 400 77 477
The acquired assets and goodwill comprise the

following:

Cash consideration 440 85 525
Direct costs attributable to the acquisitions . L _ 5 L 16
Total purchase price 451 90 541
Fair value of acquired netassets 373 . 64 o 437
Goodwill 78 26 104
GroPep Ltd

On January 12, 20056 Novozymes purchased 100% of the shares in GroPep Ltd. The total purchase price was DKK 451 million.

The fair value figures for GroPep Ltd are based on a provisional measurement as it was not pessible to complete the measurements prior to
preparation of the financial statements, due to the short period of ownership,

Others

On January 24, 2006 Novozymes purchased 82% of the shares in Qingdao Huayuan Fine Bio-Products Co. Ltd, with an option to purchase the
remaining shares, and on July 6, 2006 Novozymes purchased 100% of the shares in Delta Biotechnology Ltd. We also acquired a technology
within pest control. The total discounted purchase price was DKK 90 million.

The fair values on the dates on acquisition have been calcutated using the information available, but thera may be changes if new information
comes to light.

Goodwill represents the difference between the value of the acquired companies and the values allocated to the specified net assets. Goodwill is
thus an expression for assets for which a value cannet be measured reliably, including early-stage research projects and expected synergies
arising in connection with amalgamation with the existing business.



Note 36 - Accounting estimates and judgements

In conformity with generally accepted accounting principles,
calculation of the carrying amount of certain assets and liabilities
requires estimates and judgements of future events. Estimates and
judgements are based on historical experiences and other factors
which Management considers reasonable and relevant. These
assumptions may be incomplete or inaccurate, and unexpected
events may occur, as a result of which the estimates and
judgements made are subject to a certain degree of natural
uncertainty.

Judgements and estimates critical to Novozymes' presentation of
financial statements include those made in determining allowances
for doubtful trade receivables, recognition of indirect production
costs in inventories, determination of provisions and calculation of
corporation tax.

Annual impairment testing of goodwill is also based on a number
of assumptions when establishing expected cash flows for a
number of years ahead. This naturally entails a certain degree of
uncertainty.

Note 37 - Water allocated to primary source
2006 2003
. _Amoom® 1000m*

Drinking water 3122 3,035
Industrial water 1,548 1,347
Steam o o 223 218
Water, total 4,893 4,600

Note 38 - Internally generated energy allocated to
primary source
2006 2005

Coal 20 0
Gas ail 77

Heavy fuel oil

Light fuel oil 12

Natural gas 532

Internally generated energy, total 846

Note 39 - Treated wastewater for irrigation
2006 2005
1,000 m* 1,000 m?

Volume 646 630
Nitrogen, tons 15 23
Phosphorus, tons 10 10

Consolidated financial statements
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Note 40 - Total waste volume by disposal method

2006 2005

Tons T_orL
Incineration 1,184 2,236
Landfilling 3,039 3,93
Recycling 3,633 3,092
Cther B _7§1 ‘SL
waste, total T 8637 10400

Nete 41 - CO, emissions by internally and externally
generated energy

2006 2005
1&09 tons 1,000 tons

Internally generated energy 55 53
Externally generated energy R
CO, emissions, total 406 377

Note 42 - Global warming, CO,-equivalents
2008 2005
1000 tons 3,000 tons

Internally generated energy 5% 53
Externally generated energy 35 324
Ozone-depleting substances, HCFCs 2 ?
€O, -equivalents, total 08 386

Note 43 - Ozone layer depletion, CFC, -equivalents
2006 2005
Kg ) Kg_ )

HCFCs 52

éFC11-equivai£::1ts. total 52
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Note 44 - Employee statistics

2006 2005
No. No.
Women 1,625 1,417
Men 2,919 2,651
Employees, total 4,544 4,068
Full-time employees 4,284 3,828
Part-time employees 260 240
Employees, total 4,544 4,068
Denmark 2,234 2177
Rest of Europe, Middle East and Africa 406 282
North America 659 655
Asia Pacific 1,064 n
Latin America 7 181 177
Employees, total 4,544 4,068
Senior management 141 130
Management 596 499
Professional IREN 977
Administrative 542 515
Skilled workers, laboratory technicians
and other technicians 876 763
Processoperators 1,258 1184
Employees, total 4,544 4,068

Note 45 - Percentage of women by job category

2006 2005

% %

Senigr managemerit 17.0 14.6
Management 28.2 28.7

As there is a particular focus on the percentage of women at
management level, the percentage of women is only reported for
Senior management and Management and not for other job
categories.

Note 46 - Job creation

2006 2005
No. No,
Net growth in number of employees,
organic 197 102
Net growth in number of employees,
acquisitions 279 0

Terminations 319 245

Note 47 - Rate of absence by job category

2006 2005
L o _%__V %
Senior management, Management,
professional and administrative 1.2 1.1
Skilled workers, laboratory technicians,
other technicians and process operators 35 4.0

Rate of absence has been broken down by grouped job categories
based on whether the work carried out is primarily office-based,
and is therefore not stated per job category,

Note 48 - Consequences of occupational accidents

2006 2005
o o B No. No.
Return to original job 23 29
No longer employed by Novozymes,
but still able to work 4] 1
Casepending 4 0
Occupational accidents, total 27 30
Total days of absence 520 293

For the purpose of the comparative figures, cases which were
pending at the end of 2005 have been updated in line with
information available at the end of 2006. The derived figure for
total days of absence has also been updated.

Note 49 - Consequences of occupational diseases

2006 2005
. e No. _ _ No.
Return to original job 5 5
Return to a different job in the same
department 1} 5
Transfer to a different job in another
department 1 0
Mo longer employed by Novozymes,
but still able to work 1 2
Out of work or early retirement 1 0
Case pending o o . 3 0
Qccupational diseasaes, total " 12
Total days of absence 204 77




Key figures 2006-2002

DKK million

Income statement

Sales

Research and development costs
EBITDA

Operating profit

Financial items, net

Profit before tax

Net profit

Balance sheet

Fixed assets

Current assets

Total assets

Share capital
Shareholders' equity
Non-current liabilities
Current liabilities

Net interest-bearing debt

Investments and cash flows

Cash flow from operating activities

Cash flow from investing activities, net

Of which investments in property, plant and equipment, net
Free cash flow

Cash flow from financing activities

Net cash flow

Key figures

Sales outside Denmark as a percentage of sales
Research and development costs as a percentage of sales
EBITDA margin

Operating profit margin

Net profit margin

Effective tax rate

Equity ratio

Return on equity

ROIC including goodwill

ROIC axcluding goodwill

WACC

%
%

FRERrERRER

_ 006

6.802
880
1,809
1,380
(122)
1,218
91

4,379
3,586
7,965

650
3,393
2,634
1,938
1,455

1,534
(953)
(463)

581
(851)
{270)

98.2
12.9
26.6
19.7
13.4
25.2
42.6
254
20.2
21.1

75

_2005__

6,281
793
1,668
1,206
(56}
1,150
861

3,970
3,339
7.309

696
3,794
2,073
1,442

877

1.326
(335)
{324)

291
{1,136)
{145)

96.9
12.6
26.6
19.2
13.7
25.1
51.9
222
19.3
19.8

5.9

_ 2004

5,988
780
1,584
1,089
(33)
1,056
775

3,908
3,168
7.076

726
3,947
1.865
1,264

638

1,287
(207)
(279)

1,080

{1,029)
51

95.8
13.0
26.5
18.2
12.3
26.6
55.8
18.3
17.4
18.1

58
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_2003

5,775
749
1,505
998
32
1,030
746

4,206
3,292
7.498

754
4,079
1,970
1,449

782

1,374
(574)
(389)

{998)
(198)

96.2
13.0
26.1
17.3
12.9
216
54.4
18.2
15.5
16.0

6.0

2002

5,632
713
1,479
964
(s1)
914
656

4,453
3,745
8,198

754
4,139
2,899
1,160
1,069

1,181
{6056}
(334)

575

{368)

207

96.7
127
26.3
17
1.6
28.2
50.5
16.0
136
1338

5.7

9




80 | Companies in the Novozymes Group
The Mavozymes Report 2005

Companies in the Novozymes Group

Group companies
Issued share Percentage of

Country Actmty capitalipaid-up shares owned
capial

Novozymes Australia Pty. Ltd. Australia | AUD 500,000 100
Novozymes GraPep Holding Pty. Lig. Awstralia a AUD 30,000,001 100
Novozymes GroPep Ltd. Australia ¢ 0 A AUD 102,201,000 100
Nowvozymes Austria GrnbH Austria | EUR 36,337 100
Novozymes Betgium BV Belgium | EUR 18,600 100
Novozymes Latin America Ltda. Brazil O e B BRI 23,601,906 100
Novozymes (China) Biotechnology Co. Ltd. China oOeBn CNY 859.058,400 100
Novozymes (China) Investment Co, Ltd, China L CNY 816,449,373 100
Novozymes (Shenyang) Bioprocessing Co. Ltd. China ] CNY 16,152,411 100
Qingdao Huayuan Fine Bio-Products Co. Ltd. China e B CNY 27,000,000 82
Suzhou Hongda Enzyme Co, Lid. China ol BN ] CNY 236,744,150 94
Novozymes A/S Denmark Cem 4 0O DKK 650,000,000 100
Novozymes Bioindustrial A/S Cenmark o DKK 1,000,000 100
Novozymes Bioindustrial China A% Denmark ] DKK 729,700,000 100
Navozymes Biopolymer A/S Denmark H i DKK 710,000 160
Novozymes Bicpolymer Holding A/S Denmark a DKK 710,000 100
Novozymes Biotechnology A% Denmark 8 DKK 510,000 100
Novozymes Biclogicals France S.A. France | EUR 650,000 100
Novezymes France 5.A. France | EUR 45,735 100
Novozymes Deutschland GmbH Germany | EUR 255,646 100
Novozymes South Asia Pvt. Ltd. India | INR 50,000,020 100
Novezymes Italia S.r.l. Italy | EUR 10,400 100
Novozymes Biclogicals Japan Ltd. Japan ] 44 30,000,000 100
Novozymes Japan Ltd. Japan B A IFY 300,000,000 &0
Novozymes Malaysia Sdn. Bhd. Malaysia N MYR 6.666,414 100
Novozymes Mexicana, 5.A, de C.V. Mexico n MXN 338.100 100
Novozymes Mexico, S.A. de C V. Mexico ] MXN 35,224,200 100
Novozymes Netherlands B.V. Netherlands u EUR 18,000 100
Novozymes Singapore Pte, Lid, Singapore » SGD 2,000,000 100
Enzymes S.A, (Pty} Ltd, South Africa a ZAR 100 100
Novozymes Korea Limited South Korea ] KRW 3,300,000,000 100
Novozymes Spain 5.4, Spain a EUR 360,607 100
Novozymes Biopharma AB Sweden ® B A SEK 28,001,000 100
Novozymes Switzerland AG Switzerland [ ] CHF 5,000,000 100
Novoezymes Switzerland Holding AG Switzerland a CHF 3,000,000 100
Novozymes Enzim Dis Ticaret limited Sicketi Turkey a TRY 21,000 100
Novozymes Delta Ltd. UK e A i GBP 22,535,113 100
Novozymes UK Ltd. UK u GBP 1,000,000 100
Novozymes, Inc. USA A usD 1,000 100
Novozymes Biologicals, Inc. USA ® B i usp 3,000,000 100
Novozymes North America, Inc. UsA e R A usoD 17,500,000 160
Novozymes US, Inc. UsA a usD 115,387,497 160
Joint ventures Country Actmity Proportion of
ownershig interest

Hallas Park houseowners’ association Denmark [m] 50
Smermosen houseowners’ association Denmark a 50

Q 150 14001 -certified sites. All major companies are also 1SC 900 1-certified.
@ Production

B Sales & Marketing

A Research & Development

O Holding companies, etc.



Share information

The price of the Novozymes 8 share ended the year at DKK
486, up DKK 141 or 41% from the beginning of the year.

The Novozymes share perfarmed 29 percentage points better
than the Copenhagen Stock Exchange's OMXC20 blue-chip
index, which climbed 12% during the year. Relative to other
relevant stock indices the trend was also for the Novozymes
share to gain more than the average.

tn 2006, for the sixth year in a row, Dow Jones Sustainability
Indexes named Novozymes as the listed biotechnology com-
pany with the greatest capacity, both in Eurcpe and world-
wide, to generate long-term shareholder value by exploiting
opportunities and managing risks deriving from economic,
environmental and social factors.

Novozymes™ market capitalisation at the end of the year was
DKK 31.6 billion. In terms of trading, the share was the 11th
most traded on the Copenhagen Stock Exchange. Share turn-
over was fairly stable during the year. On an average day
225,000 shares ware traded.

Al Novozymes A/S' Annual Meeting of Shareholders on
March 1, 2006 a decision was taken o write down the share
capital by 4.6 million B shares, corresponding to DKK 46 mil-
lion. Following this write-down, the share capital is DKK 650
millicn, corresponding to 65.0 million shares,

Novozymes invested a total of DKK 1,107 million in share
buy-backs in 2006, and holdings of treasury shares made up
4,9% of the total share capital at year-end.
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Novozymes' B share in 2006 - relative share price performance
versus relevant indexes

O 0oMXC20
Novozymes A5 B

O Dow Jones STOXX Sustainability index
B Bow Janes Chemicals Europe

Share price
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Share-related key figures 2006 2005
Share price (DK<}
- high 497.5 348.5
- low 3270 265.5
- year-end 486.0 345.0
Year-end market capitalisation and turnover (DKK billion)
- A shares 5.2 37
- 3 shares 264 20.3
- iotal 316 240
Turnover, all trades 23.0 15.9
No. of shares, average (million}
- diluted 645 67.1
No. of shares, year-end {millian)
- issued 65.0 69.6
- guistanding 61.8 63.9
- diluted 63.7 65.6
Shares not strategically owned (free float) 2006 2005
- all shares 74.5% 74.5%
- @ shares 89.3% 88.1%
Key figures
Earnings per share, diluted {DKK} 14,09 12.79
Cash flow from operating activtres per share, diluted {OKK) 23.78 19.77
Dividend per share (DKK) 4,50 4,00

Year-end dividend yield (%} 0.9 1.2
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Background information on the Novozymes share
Novozymes A/S' B shares are listed on the Copenhagen Stock
Exchange and are traded under ticker code NZYM B and ISIN
DK0010272129. They have a nominal value of DKK 10 each.

Share capital and voting rights

Share capital (DKK) Votes Votes (%)
A shares 107,487,200 1,074,872,000 66.5
8 shares 542,512,800 542,512,800 335
Total 650,000,000 1,617.384,800 100.0

The A share capital is held by Nove A/S, which is wholly owned
by the Novo Nordisk Foundation, In addition, Novo A/S holds
5,826,280 B shares, which overall gives Novo A/S 25.5% of
the total share capital and 70.1% of the votes. This is why
Nevozymes is included in the consolidated financial state-
ments of the Novo Nordisk Foundation. Novo A/S is dom-
iciled in Gladsaxe, Denmark.

Novozymes' holding of treasury shares has been included
when calculating the numbers and percentages of votes

held.

Breakdown of shareholders

Name % of % of
B share total share
capital capital

Navo AfS, Gladsaxe, Denmark 10.7 25.5

Navozymes AfS, Gladsaxe, Denrmark 59 49

Danish ATP, Hilkerod, Denmark 6.8 5.7

Insututional investors, etc. 60.4 504

Private investars 16.2 135

Total 100 100

The figures for institutional investors include two foreign
funds each holding just below 5% of the total share capital.
It is estimated that the number of private sharehclders is
around 65,000, of whom 44,000 are registered by name.

Geographical distribution of shareholders

Country/region % of % of

B share total share

capitab capial
Denmark 57 b4
Rest of Europe 22 18
North Amenica 19 16
Rest of the world 2 2

Total 100 100

Dividend

The Board of Directors proposes payment of a dividend of
DKK 4.50 per share for 2006, compared with DKK 4.00 per
share for 2005.

The dividend is disbursed in DKK less the statutory 28%
deduction of Danish withholding tax. Shareholders resident
in some countries may be eligible for a refund of withholding
1ax deducted in Denmark, subject to the double-taxation
agreements in force between Denmark and the countries
concerned.

Dividend dates

Resolution adopted at the Annual
Meeting of Shareholders; March 8, 2007
Last day of trading with right to
dividend for 2006:

First day of trading without right to
dividend for 2006;

Calculation date:

March 8, 2007

March 9, 2007
March 9, 2007
Disbursement of dividend: March 12, 2007
Financial calendar
March 8, 2007
April 25, 2007

Annual Meeting of Shareholders
First quarter 2007 Group financial
statement

First half 2007 Group financial
statement

First nine menths of 2007 Group
financial statement

August 9, 2007

October 25, 2007

Shareholder magazine and annual report

The shareholder magazine The Zymes is distributed twice a
year to all shareholders registered by name, in connectian
with the notice convening the Annual Meeting of Sharehold-
ers and after the publication of the financial statement for
the first half of the year. The full annual report can be found
at hitp://report2006.novozymes.com.




Equity analysts
A detailed list of the equity analysts covering Novozymes can
be found at www.novozymes.com > Investor > Share info.

The following 19 companies were covering the company at
year-end:

» ABG Sundal Coltier

» ABN AMRO Bank

» Alm. Brand Bers

» Carnegie

» Cazenove

» Chevreaux

» Danske Equities

» Enskilda Securities

» FIH

» Handelsbanken Capital Markets
» HSH Gudme

» J.P. Morgan Securities
» Jyske Bank

» Merrill Lynch

» SG Securities

» Standard & Poor's

» Sydbank

» UBS

» Vontobel
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Dialogue and contact

Visit Investor at www.novozymes.com for investor refations
guidelines and information for both private and institutional
shareholders, or contact Investor Relations:

Lene Aabo, Senior Director

Tel. +45 4446 0082, mobile +45 3077 0082
Fax +45 4442 1002

lefr@novozymes.com

Tobias Bjérklund, Manager (USA)
Tel. +1 919 649 2565

Fax +1 919 494 3450
tobb@novozymes.com

lan Christensen, Manager

Tel. +45 4446 0341, mobile +45 3077 0341
Fax +45 4442 1002

isec@novozymes.com

Registration number '

Novazymes A/S is registered with the Danish Commerce and
Companies Agency under 10 00 71 27.

For more information on the Novozymaes share visit
www.novozymes.com > Investor > Share info

Novozymes® investor relations guidelines can be viewed
at www.novozymes.com > Investor = Contacts
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Accounting policies
for Novozymes A/S

The financial statements for 2006 of Novozymes A/S have
been prepared in accordance with the Danish Financial
Statements Act (accounting class D) and the regulations
of the Copenhagen Stcck Exchange on the presentation
of accounts by listed companies. The accounting policies
are unchanged from last year.

As the accounting policies for Novozymes A/S cnly differ
from those of the Group, which follow IFRS, with respect to
a few items, only the accounting policies which differ from
the Group's are detailed below. Reference is made to

" Accounting policies for the Novozymes Group” for the
cther items.

Recognition and measurement in general

Revenue is recognised in the income statement as it is
earned. Value adjustments of financial assets and liabilities
measured at fair value or amortised cost are also recognised
in the income statement. All costs incurred in generating the
year's revenue are also recognised in the income statement,
including depreciation, arnortisation and impairment losses.

Assets are recognised in the balance sheet when it is consid-
ered probakle that future economic benefits will accrue to
the company, and the value of the asset can be measured on
a reliable basis. Liabilities are recognised in the balance sheet
when they are considered probable and can be measured on
a reliable basis. When first recognised, assets and liabilities
are measured at cost. Thereafter assets and liabilities are
measured as described below for each item of the accounts.

The recognition and measurement principles take due ac-
count of predictable losses and risks occurring prior to the
presentation of the financial statements that confirm or re-
fute the conditions prevailing on the balance sheet date.

Business combinations

Acquisition of new companies is treated by use of the pur-
chase method, and the assets and liabilities of each new com-
pany are thus restated at fair value at the time of acquisition.
Goodwill is recognised as an asset in the balance sheet and
amortised over the expected useful life. Goodwill from acqui-
sitions is adjusted for changes in recognition and measure-
ment of net assets until one full financial year after the date
of acquisition, Amortisation of goodwill is allocated in the fi-
nancial statements to the functiens to which it relates. Newly
acquired companies are recognised as from the date of acqui-
sition and no adjustment is made to comparative figures.

Translation of foreign currencies

Transactions in foreign currencies are translated into Danish
kroner at the rates of exchange on the transaction date.
Monetary items denominated in foreign currencies are trans-
lated into Danish kroner using the exchange rates on the bal-
ance sheet date.

Realised and unrealised foreign exchange gains and losses
are recognised in the income statement under financial
items, with the exception of the following exchange rate dif-
ferences recognised directly in Retained earnings under
Shareholders’' equity:

» Translation of long-term intercompany loans, which are
considered to be an addition to net assets in subsidiaries, at
the exchange rates on the balance sheet date.

» Adjustment of currency swaps contracted to hedge net as-
sets in subsidiaries at the exchange rates on the balance
sheet date.




Share-based payment with treasury shares

Most of the company’s employees are covered by share op-
tion programmes and there is also a share-based incentive
programme for Executive Management. The plans are equity-
settled.

The fair value of the employee services received in exchange
for the grant of share options is computed using the value of
the granted share options. The fair value of the granted
share options is calculated using the Black-Scholes model,
and the fair value of the share-based incentive programme is
calculated using the share price on the grant date less the
expected dividend in the vesting period.

The fair value of share-based payment on the grant date is
recognised as an employee cost over the period in which the
right to the share options is accrued. In measuring the fair
value, account is taken of the number of employees expect-
ed to gain entitlement to the share optiens, and this estimate
is adjusted at the end of the period such that only the
number of options ta which employees are entitled are rec-
ognised. The value of equity programmes is offset against
Shareholders’ equity.

Balance sheet

Intangible fixed assets

The accounting policies for intangible fixed assets follow
those of the Group, with the exception of goodwili, which is
amortised over the useful life, not exceeding 20 years.

Financial fixed assets

Participating interests in subsidiaries are recognised using the
equity method, i.e. at the respective propertion of the share-
holders’ equity of subsidiaries with addition of goodwill.

Accounting policies for Mavozymes A/S
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The company’s share of the net profits of subsidiaries tess un-
realised intercompany profits an inventories is recognised in
the income statement of the parent company. If the share-
holders’ equity of subsidiaries is negative, receivables from
the subsidiaries will be ¢ffset against the parent company’s
share of the negative equity on the basis of a concrete as-
sessment. f the parent company has a legal or constructive
oblkgation to cover the company's negative equity, a provi-
sion is recognised.

To the extent that it exceeds dividends received from such
subsidiaries, net revaluation of participating interests in sub-
sidiaries is recognised in the net revaluation reserve under
Shareholders’ equity.

Securities

From the time of the Demerger, shares in Novo Nordisk A/S
are recognised in the balance sheet as Securities under
Current assets. Shares in Novo Nordisk A/S are used to
hedge share option commitments for which Novozymes A/S
is liable, and are recognised at the option prices.

Dividend
The dividend proposed for the financial year is shown as a
separate item under Shareholders’ equity.

g/
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Income statement - Novozymes A/S

Note

Net turnover
Cost of goods sold

Gross profit

Sales and distribution costs

Research and development costs
Administrative costs

Licence_fees and Other operating income, net

w oM N

Operating profit

7 Income before tax on participating interests in subsidiaries
Financial income

4 Financial costs
Profit before tax

Corporation tax

Net profit

Proposed appropriation of net profit

Dividend to shareholders

Revaluation reserve according to the equity method
Retained earnings

Proposed dividend per share

2006

2005
DKK million DKK million

3,853 3,493
iiiiiii o 2,057 1,930
1,79 1,503
516 525
632 7
457 346
T - S .
949 569
370 609
5% 77
S 155 109
1,223 1146
) 309 289
914 857
278 256
(15) 143
R - B
914 857
DKK 4.5¢ DKK 4.00



Statement of shareholders' equity

Shareholders' equity at January 1, 2006

Net profit
Dividend:

Dividend paid

Dividend paid relating to treasury shares

Proposed dividend, gross

Proposed dividend relating to treasury shares
Treasury shares:

Purchase of treasury shares

Sale of treasury shares

Write-down of share capital
Currency translation of investments in
subsidiaries, etc.
Value adjustment of hedging instruments
Cther adjustments ) o
Shareholders' equity, December 31, 2006

Shareholders' equity at January 1, 2005

Net profit
Dividend:
Dividend paid
Dividend paid relating to treasury shares
Proposed dividend, gross
Proposed dividend relating to treasury shares
Treasury shares:
Purchase of treasury shares
Sale of treasury shares
Write-down of share capital
Currency translation of investments in
subsidiaries, etc.
Value adjustment of hedging instruments
Other adjustments

Shareholders’ equity, Decemberva‘_l, 2005

Revaluation
reserve
according to
the equity
Share capital method
OKK million  DKK million
696 662
(15)
(46)
650 647
726 519
143
(30}
T -;67 T 662
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Treasury Retained
shares earnings
_DKK million  DKK million
{1.659) 3,797
929
(292)
14
(1.107)
m
1,206 (1,160}
{170}
107
(25}
{1,449) 3,200
(1.316)} 3,755
714
2
(278)
22
{1.053)
126
584 {554)
242
(141}
35
(1.659} 3,797

Proposed
dividend
DKK millicn

256

(278)
23
292
(14)

279

233

{254)
21
278

(22)

256

Total
OKK million

3,752
914

(278)
23

(1,107}
m

170
107
(25

3327

3,917

857

(254)
23

(1,053)
126

242
(147)
35
3,752

Reference is made to Note 18 in the consolidated financial staternents concerning treasury shares and average number of shares.
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Balance sheet - Novozymes A/S

Note

ASSETS

Completed IT development projects
Acquired patents, licences and know-how
Goodwill

IT development projects in progress

5 Intangible fixed assets

Land and buildings

Production equipment and machinery

Other equipment

Praperty, plant and equipment under construction

[ Praperty, plant and equipment

Participating interests in subsidiaries
Amounts owed by subsidiaries
Other securities and participating interests o

¥ Financial fixed assets
Total fixed assets

Raw materials and consumables
Work in progress
Finished goods
Inventories

Trade receivables
Amounts owed by affiliated companies
Tax receivable

8 Other raceivables

Receivables

Securities

Cash at bank and in hand_

Total current assets

Total assets

Dec. 31, 2006 Dec. 31, 2005

_DRK million_ DKK million

48 65
PEY) 201
3 a
3. 0
316 290
1,001 1,023
579 558
196 193
L I 1
2,037 2,053
2,136 2178
; 22
L
2.192 2,252
4545 4595
95 93
238 251
an 368
764 712
404 359
1,244 1,047
131 17
119 115
1,898 1,652
55 7
T s s
2,801 2,489
7386 7.084
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Balance sheet - Novozymes A/S

Dec. 31, 2006 Dec. 31, 2005

Note . o :

LIABILITIES AND SHAREHOLDERS® EQUITY

9 Share capital 650
Revaluation reserve according to the equity method 647
Treasury shares (1,449)
Retained earnings 3,200
Proposed dividend . e ) _ 21
Total shareholders’ eguity 3,327
Provisions for deferred tax 231
Otherprovisiens = _ — LA
Total provisions 242

0 Creditinstitutions . e . 1,708
Total non-current liabilities 1,708
Credit institutions 435
Trade payables 219
Amounts owed to affiliated companies 954
Otherpayables . L 461
Total current liabilities 2,069
Total liabilities 3,317
Total liabilities and shareholders' equity ' - 7,346
Notes regarding:

1 Segment information

12 Contingant liabilities and pending litigation

13 Related party transactions

14 Joint ventures

15 Staternent of cash flows

16 Changes to the accounting policies

OKK miflion  DKK million _

1,353

1,353

54
176
968
593

1.791

3183

" 7,084
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Note 1 - Net turnover

2006 2005
DKK million DKK million
Geographical distribution:
Denmark 121 193
Rest of Europe, Middle East and Africa 2,428 2,246
North America 497 325
Asia Pacific 642 586
Latin America 165 143
Total net turnover 3,853 3,493
Note 2 - Employee costs
2006 2005
o DKK million DKK million
Wages and salaries 1,062 1,035
Pensions - defined contribution plans 97 85
Gther social security costs 17 24
Gther employeecosts = _ 43 _ 3
Total employee costs 1,219 1,170

Reference is made to Note 25 in the consolidated financial
statements concerning remuneration to the Board of Directors and

Management.

Average number of employees in
Novozymes A/S 2,20

2,162

Note 3 - Fees to statutory auditor
2006

Fees to the Danish auditor elected by
the Annual Meeting of Shareholders,
PricewaterhouseCoopers

Total fee 8

of which pertaining to audit 4

Note 4 - Financial income and costs
2006

Interest income relating to subsidiaries 29

Interest costs relating to subsidiaries 22

2005

 DKK million DKK million

2005

DKK million DKK million

16




Note § - Intangible fixed assets

Completed [T
development licences and

projects

OKK million  DKK million DKK million

Cost at January 1, 2006
Additions during the year
Disposals during the year
Transfer (to)from other items
Cost at December 31, 2006

Amortisation and impairment losses, January 1, 2006

Amortisation and impairment losses for the year

Amortisation and impairment losses eliminated on disposals during the
year

Amortisation and impairment losses at December 31, 2066

Carrying amount at December 31, 200?7

Note 6 - Property, plant and equipment

Cost at January 1, 2006
Additions during the year
Disposals during the year
Transfer {to}from ather items
Cost at December 31, 2006

Depreciation and impairment losses, January 1, 2006

Depreciation and impairment losses for the year

Depreciation and impairment losses eliminated on disposals during the
year

Depreciation and impairment losses at December 31, 2006

Land and
buildings

_DKK mifion

1.718

Acquired
patents,

know-how

Production
equipment
and

Financial statements for Novozymas AJS
The Navozymes Report 2006

Goodwill

Other

machinery equipment
DKK million DKK million

2,655
b1

(14
oz
2,793

2,087
130

L
2214

Carrying amount at December 31, 2006

716
16
(58)
43
7

523
55

7
521

196

The latest official evaluation of the company's properties for property tax purposes amounts to DKK 910 million.

IT
development
projects in
progress

Total

DKK million DKK millien

20 663
24 83
U . S
33 746
373
57
- - ;370 -
o 7337 ) 7;15777
Property,
plant and
equipment
under
construction Total
DKK million DKK million
275 5,368
181 225
{10) (83)
KL
261 5510
3,315
229
SRR ()
3,473
_3617 T 2_.037

93
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Note 7 - Financial fixed assets
Other securities

Participating and
interests in  Amounts owed participating
subsidiaries by subsidiaries interests Tota)
DKK millien DKK miilion DKK million DKK million
Cost at January 1, 2006 1.867 30 52 1,889
Additions during the year 133 - 4 137
Disposals during the year (266) {30} - (296)
Caost at December 31, 2006 1.674 . 56 1,730
Revaluation reserve at January 1, 2006 n (8) 363
Profit before tax 370 - 370
Corporation tax on profit for the year {126) - {126)
Dividends received (269) - (269)
Currency adjustment (175) - {175)
Otheradjustments _ R ) 8 - I
Revaluation reserve at December 31, 2006 462 - 462
Carrying amount at December 31, 2006 2,136 - 56 2,192

Participating interests in subsidiaries are detailed in the overview of companies in the Novozymes Group in the consolidated financial
statements,



Note 8 - Other receivables
2006 2005
DKK million DKK million

- 14
8 22
Prepaid expenses 23 45
Hedging instruments 44 12
Other receivables a4 22
Total other receivables at December -
k)l 119 115

Interest
Public authorities

Note 9 - Share capital
Reference is made to Note 18 in the consolidated financial
statements concerning treasury shares and share capital.

Note 10 - Credit institutions
2006 2005
DKK ['n‘illiog DKK milliqn )

Naon-current loans in credit
institutions which fall due after 5
years amount to 557 557

Note 11 - Segment information
Reference is made to Note 1 in the consolidated financial
statements concerning segment information.

Note 12 - Contingent liabilities and pending litigation
2006 2005

Contingent labilities

Rental and leasing commitments
expiring within the following periods
from the balance sheet date:

Within 1 year 19 17
Between 1 and 2 years 14 14
Between 2 and 3 years 1 "
Between 3 and 4 years 10 9
Batween 4 and 5 years 9 7
After 5 years 22 23
Total contingemiiabilities at o

December 31 85 81

The above rental and leasing commitments are related to non-
cancellable operational leasing contracts.

The following amounts have been

recognised in the income statemeant

for Novozymes ASS in respect of

operational leasing and rentals 38 32

DKK million DKK million

Financial statements for Navozrymes A/S
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2006 2005

Other contingent liabilities

Contractual obligations to third
parties relating to capital expenditure 51 42

Other guarantees and commitments
to third parties 96 78

Other guarantees and commitments
to affiliated companies 157 199

Pending litigation and arbitration
Reference is made to Note 28 in the consolidated financial
statements concerning pending cases.

Liability for the debts and obligations of Novo Nordisk A/S
Reference is made to Note 28 in the consolidated financial
statements concerning liability for the debts and obligations of
Novo Nordisk A/S,

Note 13 - Retated party transactions
Reference is made to Note 30 in the consolidated financial
statements concerning transactions with related parties.

Note 14 - Joint ventures
Reference is made to Note 29 in the consolidated financial
statements concerning joint ventures.

Note 15 - Statement of cash flows
Reference is made to the Statement of cash flows and financial
resources in the consolidated financial statements,

Note 16 - Changes to the accounting policies
The accounting policies for Novozymes AfS were changed from
ranuary 1, 2005 within the areas stated below,

The comparative figures for 2005 have been restated.

a) Borrowing costs

Interest costs relating to loans taken up to finance major
investments are no longer included in the costs of the assets but
are recognised as a cost in the financial year in which they are
incurred. This change has been implemented with retroactive
effect.

b) Share-based payment with treasury shares

The value of share-based payment with treasury shares is
recognised in the income statement as employee costs over the
vesting pericd. The value of these schemes, which are equity-
settled, is offset against Shareholders' equity. This change was
implemented with effect from January 1, 2004,

DKK million DKK million
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Glossary

Bioethanol

Fuel produced using fermentable sugars either from cereals, maize
(corn) or cther grains {first generation), or from cellutosic biomass such
as straw, stalks {(stover} and other plant waste (second generation),

Biopolymers

Relatively large chains (= polymers) of molecules that are found in all
living erganisms (= bio: human beings, animals and plants), e.g. as
protein or carbohydrates,

Corporate governance

Systemns used to manage and control a company. Corporate govern-
ance essentially deals with internal processes, the general principles
with which companies’ management should cormply, and how
companies’ manragement structures and tasks can most effectively
be organised and implemented in practice.

Diluted
Average number of shares outstanding including in-the-money share
options,

Dow Jones Sustainability Indexes

Global indexes which analyse and rank companies’ periormance on
the basis of business and sustainability criteria. They provide asset
managers with benchmarks for managing sustainability portfolios.

Earnings per share (diluted)
Net profit divided by the weighted average number of shares out-
standing {diluted).

Enzymes
Proteins that are found naturally in all living organisms. Enzymes act
as catalysts, helping to convert one substance into another.

Equity ratio
Total shareholders' equity at yearend as a percentage of total liabil-
ities and total sharehclders’ equity at year-end.

Free cash flow
Cash flow from operating and investing activities.

Net interest-bearing debt

The market value of interest-bearing liabilities {finangal liabilities and
other non-current liabilities) less the market value of cash at bank and
in hand and other easily convertible interest-bearing current assets.

Occupational accidents and occupational diseases
Calculation of the frequency of occupational accidents and occupa-
tional diseases:

no. of occupational accidents x 1,000,000
no. of employees x 1,600

and
no. of occupational diseases x 1,000,000
ne. of employees x 1,600

Operating profit margin
QOperating peofit as a percentage of net sales.

Proteins
Malecules which are found in all living organisms and which are es-
sential for all vital processes. Enzymes are proteins.

Return on equity
Profit as a percentage of average shareholders’ equity.

Return on invested capital (ROIC)
QOperating profit after tax as a percentage of average invested cap-
ital. Operating profit is adjusted for net foreign exchange gainfloss.



Forward-looking statements

The Novozymes Report 2006 contains forward-looking statements, ‘nduding the financial cutlook for 2007, Forward-looking statements are by therr very nature
assocated wath nsks and uncertainties that may cause actual results to differ matenally from expectations. The uncertainues may incdde unexpected developrments
In the internatonal currency exchange and securities markets, market-driven price decreases for Novozymes' products, and the introduction of competing products
within Movozymes' core areas.

Contact persons - editorial group

Environment, Bioethics, Social responsibility and Business integrity: Claus Frier, Sustainability Development Center, daf@novozymes.com, tel. +45 4442 4587
Board of Directors and Shareholders: lan Christensen, investor Relations, isec@novozymes.com, tel.. +45 4446 0082

Accounts and Data: Jens Braitenstein, Finance, jlb@novozymes.com, tel.. +45 4443 1087

Editor: Cirkeline Buron, $takehclder Communications, cirb@novozymes.com, tel.- +45 4446 0626

Publisher: Novozymes Stakeholder Communications. Text: 2Way Communications and Novozymes Stakeholder Communications,
Photos: Nicky Bonne and Sumo Brathers, Design: Bysted A/S, Translation & proofreading: Borella projects.
Printing: Centertryk. Printed un February 2007 on environrmenially friendly paper.
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In accordance with Section 28a of the Danish Securities Trading Act, Novozymes reports the following

Trading by insiders in Novozymes A/S B shares
february 1, 2007

transactions under ISIN DK0010272129, Novozymes B shares under the symbol NZYM B

Name Relation/ Trading Character of the No. Of shares Market value
Category of date transaction traded buy / of shares
close relation (sell) traded

Peder Holk Nielsen | EVP, Sales & | 31/1 2007 Share options + 300 30,300
Marketing - 300 148,650

Contact persons:

Media Relations:

Eva Veileborg Hald

Tel (direct): +45 4442 3338
Mobile: +453079 3338

Cirkeline Buron

Tel. (direct): +454446 (0626
Mobile: +45 3077 0026

Novozymes is the biotech-based world leader in enzymes and microorganisms. Using nature’s own technologies
we continuously expand the frontiers of biological solutions to improve industrial performance everywhere,
Headquartered In Denmark, Novozymes employs more than 4,500 people in more than 30 countries. Novozymes
produces and selfs more than 600 products in 130 countries. Novozymes A/S’ B shares are listed on the
Copenhagen Stock Exchange. For further company information, visit Novozymes on the internet at

WWwW. NovozZymes. com.

Stock Exchange Announcement no. 4/2007

Novozymes A/S
Investor Relations

Krogshojvej 36
2880 Bagsvaerd
Danmark

Investor Relations:

Lene Aaboe

Tel. (direct): +45 4446 0082
Mobile: +45 3077 0082

Tobias Cornelius Bjorklund (I USA)

Mobile: + 1 919 649 2565

lan Christensen

Tel. {direct): +45 4446 0341
Mobile: +45 30770341

Telephone.:

+ 45 8824 9999

Fax:

+ 45 4442 1002

Internet:

page 1 of 1

WWW. NOVozZymes.com

CVR no:

100071 27




In accordance with Section 28a of the Danish Securities Trading Act, Novozymes reports the following

s

Tradﬁnzg by insiders in Novozy.ne

transactions under ISIN DK(Q010272129, Novozymes B shares under the symbol NZYM B

i iticttingioie, s

s A/S B shares
January 31, 2007

Name Relation/ Trading Character of the No. Of shares Market value
Category of date transaction traded buy / of shares
close relation (sell) traded
Arne W. Schmidt Executive Vice | 26/1 2007 Shares -20,000 10,032,600
President
Contact persons:
Media Relations: Investor Relations:
Eva Veileborg Hald Lene Aaboe - =3 -
Tel (direct): +45 4442 3338 Tel. (direct): +45 4446 0082 - .
Mobile: +453079 3338 Mobile: +45 3077 0082 . T
. - 5
Cirkeline Buron Tobias Cornelius Bjorklund (I USAY - -
Tel. (direct): +454446 0626 Mobile: + 1 919 649 2565 3
Mobile: +45 3077 0026 —_
o

Novozymes is the biotech-based world leader in enzymes and microorganisms. Using nature's own technologies
we continuously expand the frontiers of biological solutions to improve industrial performance everywhere.
Headgquartered In Denmark, Novozymes employs more than 4,500 people in more than 30 countries. Novozymes
produces and sells more than 600 products in 130 countries. Novozymes A/S’ B shares are listed on the
Copenhagen Stock Exchange. For further company information, visit Novozymes on the Internet at

WWW. NQVOZymes.com.

Stock Exchange Announcement no. 3/2007

Novozymes ASS
Investor Relations

Krogshojvej 36
2880 Bagsvaerd
Danmark

lan Christensen

Tel. {direct): +45 4446 0341
Mobile: +45 30770341

Telephone.:

+ 45 8824 9999
Fax:

+ 45 4442 1002

Internet:
WWW.NOVOZYMes.com

CVR no:
10007127

page 1of 1




H
>

Stock exchange. annogncement; Novozymes®®

Trading by insiders in Novozymes A/S B shares
January 31, 2007

In accordance with Section 28a of the Danish Securities Trading Act, Novozymes reports the following
transactions under ISIN DK0010272129, Novozymes B shares under the symbol NZYM B

Name Relation/ Trading Character of the No. Of shares Market value
Category of date transaction traded buy / of shares
close relation (sell) traded

Kurt Anker Nielsen | Vice chairman of | 30/1 2007 Share options 2,068 208,868
the board

Contact persons:

Media Relations: Investor Relations:

Eva Veileborg Hald Lene Aaboe

Tel (direct): +45 4442 3338 Tel. {direct): +45 4446 0082

Mobile: +453079 3338 Mobile: +45 3077 0082

Cirkeline Buron Tobias Cornelius Bjorklund () USA) - i -

Tel. {direct): +454446 0626 Mabile: + 1 919 649 2565 o .

Mabile: +45 3077 0026 X ™

S

lan Christensen =
Tel. {direct): +45 4446 0341 A
Mobile: +45 30770341 S

Novozymes is the biotech-based world leader in enzymes and microorganisms. Using nature’s own technologies
we continuously expand the frontiers of biological solutions to improve industrial performance everywhere.
Headquartered In Denmark, Novozymes employs maore than 4,500 people in more than 30 countries. Novozymes
produces and sells more than 600 products in 130 countries. Novozymes A/S' B shares are listed on the
Copenhagen Stock Exchange. For further company information, visit Novozymes on the Interpet at
WWW. Novozymes.co m.

Stock Exchange Announcement no. 2/2007 page 1 of 1
Novozymes ASS Krogshojvej 36 Telephone.: Internet:
Investor Relations 2880 Bagsvaerd + 45 8824 9999 WWW.NOVOZYmes.com
Danmark Fax: CVR no:
+ 45 4442 1002 1000 71 27
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