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Sales

• Group sales rose by 14% in 2003, following an 18% increase in 2002.

• Sales in France increased by 18%, with sublingual route sales accounting for

69% of French sales in 2003, compared with 63% for 2002. 

• Market share was gained in both Italy and Spain, with sales in Germany

experiencing a less marked increase due to a 6% price rebate imposed on the

pharmaceutical industry. 

• Distributor sales increased by 18%, with sales increasing in almost all

markets, particularly in Eastern Europe and North Africa. 

Profitability

Gross profit margin improved by 1.5 basis points to 70.1% of sales, reflecting

productivity gains and savings achieved by logistical and industrial purchases.

Gross operating profit rose 28%, reflecting the Group’s ability to control its

commercial and administration costs.

As forecast, the Group significantly increased its Research and Development

expenditures (+ 47%) and provided the foundations for a major programme of

allergen tablets clinical development launched at the beginning of 2004. 

Operating profit improved by 18% to € 13.3 million, amounting to 15.5% of

sales, a gain of 0.5 basis point. 

Net profit improved by 56% to € 7.3 million (or 8.6% of sales), reflecting the

occurrence of no exceptional items and a 37% reduction in financial expenses.

(€ millions) 2002 % Sales 2003 % Sales % Growth

France * 35.3 47.1 41.6 48.6 + 18%

Subsidiaries ** 29.8 39.8 32.5 37.9 + 9%

Distributors 9.8 13.1 11.6 13.5 + 18%

Total sales 74.9 100.0 85.7 100.0 + 14%

Gross profit 51.4 68.6 60.1 70.1 + 17%

Gross operating profit 17.0 22.7 21.8 25.4 + 28%

Research & Development (5.8) 7.8 (8.5) 9.9 + 47%

Operating profit 11.2 15.0 13.3 15.5 + 18%

Net profit 4.7 6.3 7.3 8.6 + 56%

Cash dividend distribution 2.0 2.6 2.7 3.2 + 35%
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Financial Position

The Group proposes to distribute an € 0.84 cash dividend per share, (excluding

tax credit) up 35% over the previous year’s € 0.62 per share distribution.

The control of investments and working capital needs enabled the Group to

significantly strengthen its financial position. 

2004 Outlook

After three consecutive years of strong growth, Stallergènes should experience a

more moderate growth rate for 2004, nevertheless superior to that posted by its

major competitors, thanks to its more balanced geographic base.

Epidemiology, and notably the pollination of grasses and plants, was significantly

affected during the 2nd half of 2003 by the exceptional summer heatwave that hit

nearly all of Europe. This immediately resulted in a drop in the number of new

desensitisations initiated, leading to a slowdown in market growth that continued

to a certain degree into 2004.

In Germany, Stallergènes must also face, a new 10% supplementary price reduction

by the Health Insurance Authority following on the heels of a 6% price reduction

recently imposed by the government. 

But, above all, 2004 will be seen as the year of the operational start-up of a wide

ranging and very promising programme: development of allergen tablets. 2003

was a turning point in the area of Specific Immunotherapy, the desensitisation by

sublingual route having been the dominant theme of the European Allergology

Congress. Although the efficacy of this delivery method is now recognised by all,

the debate has shifted to tablets. 

Stallergènes will profit in 2004 from the acceleration in demand for desensitisation

by sublingual route in order to grow its sales. Stallergènes will also continue to

benefit from the rationalisation of its product portfolio, of its organisation for the

service of an effective commercial strategy and the implementation of a very

innovative service policy. 

“2004: 

a transition year“
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Research
and innovation

Objective: to replace over time drops adminis-
tered by sublingual route with solutions
injected by subcutaneous route. 

1st benefit: much easier to use, these tablets will
considerably facilitate the life of patients and
doctors.

2nd benefit: stored at room temperature, these
tablets promote the monitoring of treatment and
will increase its non-toxicity and efficacy. 

Methodology: reformulated in tablets, biological
extracts prepared from allergen sources (pol-
lens, dust mites…) then tested on humans. 

• The study of different formulations of ‘rapid
disintegration’ tablets was successfully 
completed, in partnership with the LCO Santé
company.

• A clinical Phase I/II study is in progress and
has as its object to test the tolerance for
humans and the increase in doses for target
dust mites and grass pollens. This study
will be followed by a Phase III study on
the large-scale efficacy of the tablet
form.

Cap 
on tablets

In 2003, Stallergènes reaffirmed its commitment to increase its investments in

the development of new and innovative products. A Research and Development

policy that revolves around 3 axes: maintenance, positioning and break-

through.

“Maintenance”
Objective: to continually renew products in relation to medical and technical

progress and regulatory requirements. 

• To guarantee the reproducibility of allergenic extracts, complex mixes of

proteins and glycoproteins used in diagnostic and therapy, Stallergènes must

avail itself of a solid methodological framework. An objective achieved by

standardisation, through the production of a standard reference batch used

for the systematic calibration of the biological activity of the commercial

batches. 

• For total conformity with the regulatory framework, which requires the

culture of dust mites with an amino acid synthesis base and without any

animal proteins, Stallergènes pursues the improvement of its industrial

process of dust mite production. Specific culture conditions (Stalmite APF®)

have notably been developed, to guarantee the quality and non-toxicity of

the raw material used in the production of commercial extracts.

• To establish a quick diagnostic of an allergic sensitisation, Stallergènes

continues to develop new IgE doses specific to allergens, usable with VIDAS,

an automated immuno-analysis device marketed by BioMérieux.

“Positioning”
Objective: to specify with more precision the indications of allergenic

immunotherapy in accordance with the allergens, the patients’ symptoms, the

delivery method and procedure. 

• Stallergènes completed the first direct comparative study between sublin-

gual route and subcutaneous route, with patients allergic to birch pollen:

confirmation of excellent tolerance for high dose sublingual route was

achieved, with an efficacy level comparable to subcutaneous route.
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Recombinant
allergens

The development of recombinant

allergens is achieved through the

clinical demonstration of their efficacy

and by the confirmation of the feasibil-

ity of their industrial production. 

2 vaccines are thus in development:

• A vaccine for birch pollen, using the major

allergen Bet v1, involved in

more than 90% of this type

of allergens. The Bet v1

recombinant molecule

presents features identi-

cal to the natural protein.

This vaccine is currently

being tested on individuals

suffering from birch allergies,

within the framework of a tolerance and efficacy

clinical trial (Phase I/II). To date this vaccine

enjoys very high tolerance. The results of these

studies will be known in 2005.  

• A vaccine for dust mites, targeting 3 major

allergens: Der p1, Der p2 and Der p7. Many

expression symptoms (bacteria, yeast, tobacco

leaves…) are compared in order to produce a

high yield of recombinant allergens presenting

the same biological properties as natural mol-

ecules. Once an appropriate expression sys-

tem for each of these molecules has been

selected, a clinical batch will be produced in

order to test humans for non-toxicity and

immuno-genetics of its molecules.
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• Many protocols, aiming to simplify and accelerate the initial phase of immuni-

sation, are also in the process of clinical assessment. Hence for example, an

“ultra rush” will enable the reduction of the initial phase of the sublingual

route treatment to two hours from its current 10 days. In addition, the cluster

protocol will enable the simplification of this phase for the treatment by sub-

cutaneous route. 

• Finally, Stallergènes assesses, with allergy patients, the maintenance of

immunotherapy efficacy during the 3 years following the completion of treat-

ment.  

“Breakthrough”
Objective: to develop innovative and increasingly more effective new products

based on biotechnological advances. 

• Allergen tablets, a completely new galenical form, will enable the administra-

tion by sublingual route of therapeutic vaccines against major allergies: dust

mites and grass pollens. To date, more than 500 patients have been included

by Stallergènes in clinical studies focusing on the development of these

tablets. 

• Allergen recombinants, genetically produced, are used to replace complex

biological extracts (protein and glycoprotein mixes). Allergens relating to

more than 50% of allergies are directly concerned.  

This project, undertaken in close collaboration with the Méristem

Therapeutics company and made possible with the support of ANVAR,

focuses on isolating the gene corresponding to these allergens, then to genet-

ically insert it into a host cell (bacteria, yeast or plant). This in turn generates

a large quantity of proteins knows as recombinant proteins. These recombi-

nant allergens, perfectly clear on a molecular level, are already used in desen-

sitisation protocols. 

Research
and innovation
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Board of Directors

Director Name Company Executive Positions held 

Appointment Term (1) at 31 December 2003

Jean BOUSQUET - Stallergènes Director

(1998 - 2003)

Louis CHAMPION - Stallergènes Director

(2002 - 2007) - Stallergènes Italia s.r.l. Director

- Stallergènes Ibérica SA Director

- Stallergènes Belgium SA Director

Michel DUBOIS - Stallergènes Director

(1998 - 2003) - Bioteck Partenaires SA Chairman

- Apovia AG (Germany) Chairman

- ANO Consultant et Participation Sarl General Manager

- Centre Hospitalier St-Luc-St-Joseph (association) Director

- Transgène Director

Arnaud FAYET - Stallergènes Director

(1999 - 2005) - Stallergènes SA Permanent Representative of Stallergènes

- NBMA Permanent Representative of Sofiservice

- BioMérieux SA Director

- Trader Classified Media NV. (Netherlands) Supervisory Board Member

- Vaucrains Participations Director

- Wheelabrator Allevard Director

- BLR BV (Netherlands) Director

- BLR LUX (Luxemburg) Director

- Legrand Holding Director

- Lumina Parent (Luxemburg) Director

- Transgène Director

- Valéo Director

Jean-Marc JANODET - Stallergènes Director

Permanent Representative of - Sicav Eurovest Chairman - CEO

Compagnie Financière - Sofisamc (Switzerland) Chairman of the Board of Directors

de la Trinité - Trief Corporation (Luxemburg) Chairman of the Board of Directors

(2002 - 2007) - Sofiservice Director

- Wendel Investissement Director

- SGH (formerly B M A) Director

- NBMA Director

- Compagnie Financière de la Trinité Director

- Solfur Director

- Banque NSMD Supervisory Board Member

- Oranje Nassau Groep. B.V. (Netherlands) Supervisory Board Member

Olivier MOTTE - Stallergènes Director

(1998 - 2003) - Banque de Baecque Beau Chairman - CEO

- Sofimur Director

- Sefergie Director

Corporate Governance 
and internal control
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Albert SAPORTA - Stallergènes Chairman - CEO
(1999 - 2003) - Stallergènes SA Chairman - CEO

- Stallergènes Italia s.r.l. Chairman of the Board of Directors
- Stallergènes Ibérica SA Chairman of the Board of Directors
- Bergstrasse 20, Erste VV GmbH General Manager
- Stallergènes Belgium SA Director
- Alergovet SA Director

Dirk-Jan VAN OMMEREN - Stallergènes Director
(2003 - 2007) - Oranje-Nassau Groep B.V. (Netherlands) Chairman of the Management Board

- Financière Franco-Néerlandaise Director
- NavTech Corporation (United States) Director
- VVAA insurance Company Supervisory Board Member
- VVAA life insurance Company Supervisory Board Member
- Trader Classified Media B.V. (Netherlands) Supervisory Board Member
- Hyva Group B.V. (Netherlands) Supervisory Board Member

(1) term of office expiring at General Meeting convened to approve the accounts for the financial year indicated.

Audit Committee

Jean-Marc JANODET Chairman

Michel DUBOIS Director

Arnaud FAYET Director

Executive Management Remuneration Committee

Arnaud FAYET Director

Statutory Auditors 

Commissariat Contrôle Audit,
represented by Bernard CHABANEL
43, rue de la Bourse
69002 Lyon, France

• date of initial appointment: Combined General Meeting of 21 February 1994
• term of appointment: 6 financial years
• expiry of current appointment: General Meeting considering the 2005 financial year accounts

Ernst and Young Audit,
represented by François CARREGA
Faubourg de l'Arche
11, allée de l'Arche
92400 Courbevoie, France

• date of initial appointment: deed constituting the Company of 19 January 1994
• term of appointment: 6 financial years
• expiry of current appointment: General Meeting considering the 2004 financial year accounts

Corporate Governance 
and internal control
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REPORT OF THE CHAIRMAN ON CORPORATE GOVERNANCE 
AND INTERNAL CONTROL  

In accordance with Article L.225-37 of the Commercial Code from Article 117 of the Financial Security Law, the object of the
present report is to explain the preparation and organisation of the work undertaken by the Board of Directors, as well as the
internal control procedures set up by the Group. 

The Chairman has entrusted a work group led by Finance Department management and comprising the major support functions
for preparatory works and diligences necessary to the preparation of this report, comprising an outline of risks. This established
project has been completed and validated by the Group’s Executive Management and has been reviewed by the Audit Committee.
It will be presented and debated at the next meeting of the Board of Directors. 

1. Preparation and organisation of work undertaken by the Board of Directors

Since the end of the 2002 financial year, the Board of Directors met on 18 March 2003, 24 September 2003 and 16 March 2004,
with all directors and at least one of the two statutory auditors present. 

The agenda was generally set around the analysis of the Group’s business activities and short and medium term prospects, the
approval of the corresponding accounts and the financial communications that result. The Board will propose some time soon
an internal regulation chart. 

The Board is composed of eight directors: two directors (including the Chairman, who also holds the position of Chief Executive
Officer) exercise executive management functions, three directors representing the major shareholder and benefit the Board with
their managerial, strategic and financial expertise, another director was selected for his pharmaceutical industry expertise,
another director advises the Board on scientific matters and a final director represents the financial community. 

Each director was made available all of the documents and information necessary for the discharging of his duties. 

From 24 September 2002, an Audit Committee was established and its charter was adopted. The Committee comprises three
members. It meets prior to meetings of the Board of Directors and its Chairman advises the Board prior to their approval of the
accounts. 

One director is responsible for advising the Board on executive management remuneration. 

The Board of Directors has not imposed any specific limitations on the powers of the Chief Executive Officer. 

2. Internal control

2.1. Generalities

a) Internal control objectives and limits
The internal control put into place by the Group serves to provide reasonable assurance regarding the pursuit of the following
objectives:

– control and optimisation of the conducting of the Group’s business activities,

– prevention and control of risks arising from business activities notably regarding compliance with applicable laws and regula-
tions,

– reliability of financial information, including the prevention of error and fraud risks. 

Corporate Governance 
and internal control
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As with all control systems, no absolute guarantee may be furnished that risks have been fully eliminated, with systems required
to be adapted continually. 

b) General assessment of internal control environment

Stallergènes’ internal control is organised around the following areas:

– the establishment of solid benchmarks that represent good pharmaceutical manufacturing practices that generate results
oriented obligations for the organisation and for the ISO quality system, which focuses more so on needs of resources; the
combination of these two benchmarks constitutes the basis of coherent system control for products that primarily involve
named preparations;  

– a corporate culture of decentralisation and personal accountability that aims to formalise the definition of positions, the objec-
tives and assessments of each; this favours the equitable remuneration of personal contribution, with team contribution
remunerated by a profit sharing plan based on productivity improvements;

– an organisation of projects management that favours the removal of barriers and the coordination of action plans.

– a talented and experienced Executive Management team.

The weaknesses in internal control relate to the relatively small size of the Group: 

– lack of separation of tasks at certain small operating units,

– lack of formalisation of rules and tools relative to the conducting of business activities as well as a lack of support provided by
corporate centralised functions to peripheral units.

c) General organisation of internal control responsibilities

The major players and their responsibilities in internal control matters, other than the optimisation of resources that have been
entrusted to them for the achievement of their objectives, are as follows: 

• Executive Management: preparation, implementation and control of the achievement of operational and strategic objectives;
definition, implementation and optimisation of internal control.

• Senior Operating Management:

- Six Regional Profit Centre Units: compliance with pharmaceutical, environmental, social and legal regulations in the widest
sense in their respective geographical units. 

- Production department: compliance with the pharmaceutical regulations (good manufacturing practices).

• Senior Support Functions Management:

- Pharmaceutical management: registration of products with Health Control and Products Approval agencies; internal audit of
systems quality, pharmacovigilance of existing products; submitted to inspections of different health agencies including the
Agence Française du Médicament (AFSSAPS); the Pharmaceutical Director is the designated Chief Pharmacist of the
Stallergènes SA company. 

- Marketing department: compliance with pharmaceutical regulation in matters of product communications. 

- Scientific and Medical department: compliance with pharmaceutical regulation in matters of clinical Research and
Development; submitted to external controls of ethical committees with regard to clinical trials matters.

- Information Systems and Organisation department: compliance with regulations in matters of confidentiality of information
and privacy protection (Freedom of Information and Data Protection laws); maintenance of a constant availability of company
computer tools.

- Financial, Legal and Purchasing department: compliance with environmental and legal regulation in the widest sense; protec-
tion and safeguarding of brands and patents; optimisation of insurance coverage for risks relating to the Group’s business activ-
ities; quality and reliability control of management and financial information; internal audit of subsidiaries; prevention of frauds
in accounting and financial matters; submitted to external control by statutory auditors and tax and financial authorities.

- Human Resources department: compliance with regulation regarding labour and health and safety matters; submitted to an
external control by labour organisations or by a safety audit organisation (APAVE).

Corporate Governance 
and internal control
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The players concerned (including the 3 major profit centres) meet monthly within the CODIR (Executive Management

Committee), which makes the final decision on all internal control matters. In particular, CODIR is responsible for giving the 
go-ahead to new internal projects and new products. EUROCODIR (European Management Committee) acts as a CODIR conduit
for all geographical profit centres: it meets four times a year including once with CODIR. An agenda and minutes are automati-
cally prepared for each meeting of the above two senior management committees.

2.2. Control and optimisation of the conducting of business activities

a) Major identified risks

These relate to the pharmaceutical industry, which has a long life cycle. They are ranked as follows by decreasing order of 
importance:

– development of inadequate products and/or inadequate cost control and delays in products development,

– operational ineffectiveness regarding new product launches or withdrawal of old products,

– management of poorly adapted and/or controlled internal reorganisation projects as regards costs and delays,  

– inconsistent commercial actions conducted in geographic profit centres resulting in global losses in effectiveness,

– lack of operational control in the control of operations and short term costs.

b) Processes in place to control these risks

The most significant processes are as follows:

– CPI (Committee for Products Innovation) plans and coordinates the clinical research and development activities and reports
to CODIR on the strategic and tactical decisions to be made concerning the portfolio of projects;

– Business Plan of sales over a 3-year timeframe is established each year as a complement to the budget on geographical
centres basis (bottom-up approach); it is completed by a strategic commercial and financial plan prepared on a 10-year
timeframe jointly with the Marketing and Finance Departments and is supervised by Executive Management (top-down
approach), then presented and debated at the CODIR and the EUROCODIR. The issue of a “blue-book” (Monthly Consolidated
Reporting and Sales Breakdown) allows for the controlling of the results of the profit centre business activities; 

– COPP (Committee for Piloting Products Projects) coordinates all development actions and the launching of new products and
reports to CODIR regarding “go/no go” decisions to be made; with the arrival of operational phases of launching (or withdrawal),
it is completed by the PIPO “Phasing-In, Phasing-Out” Committee that coordinates the concerned operations; 

– COPI (Committee for Piloting Internal Projects) coordinates the internal actions of the organisation and the development of
administrative, manufacturing and control processes; it reports to all CODIR on all “go/no go” decisions to be made; 

– RMQ (Quality Monthly Meetings) examines in the presence of the Executive Management all of the quality indicators defined
in the quality system, corrective actions and areas of improvement are defined and monitored; a specific management review is
performed once a year to assess the relevance of the system;

– Budgeting Process is a largely decentralised system coordinated by the Finance Department and is generally based on more
detailed approaches by business; variances are the object of monthly reporting and quarterly detailed review; two “outlooks”
or annual updates are prepared at the end of the first and second “business cycle” (4-month operating cycle) in anticipation of
the first half-year accounts approval and the full year accounts and budget approval for the second. 

c) Standard and documentation for these processes

Internal manual “Quality References”: procedure POS A036 – Projects Management. Budgetary Procedure. Agenda and minutes
of committee meetings. 

d) Assessment of the relevance of these processes

Given that significant progress was achieved this year in this matter, the planning of research activities merits being more
detailed and better coordinated. The Executive Management of Stallergènes accordingly judges that the other processes are
adequate to cover the identified risks. 

Corporate Governance 
and internal control
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2.3.Prevention and control of risks arising from business activities

a) Major risks identified

Major risks are ranked as follows by decreasing order of importance:

– non-compliance with pharmaceutical regulations concerning good manufacturing and distribution practices resulting in a the
refusal or loss of Health Agency certifications, 

– existence of damaging secondary effects to heath resulting from the utilisation of products, 

– interruption of activity in the event of a major incident at the Antony production site,

– non-compliance with other applicable legislation (social and environmental, financial and judicial in the broadest sense) resul-
ting in the generation of expected compliance costs, as well image damage. 

b) Processes in place to control these risks

The most significant processes are as follows:

– within the Pharmaceutical Department, the regulatory unit formalises production and control processes that are submitted to
Health Agencies in support of product registration files; these processes are validated by the said agencies that proceed with
pharmaceutical inspections; the Chief Pharmacist monitors the management of non-compliance as well as the updating of
production and control processes and files in relation to the applicable regulation;

– pharmacists are responsible for the control of prescriptions received from prescription issuers. The Control Unit samples,
controls and approves raw materials, packaging articles and product production batches for the various production phases in
accordance with product registration files, under the supervision of the Chief Pharmacist. The production monitoring system
provides for full tracking of product deliveries on a real time basis; 

– the Commercial Unit is responsible for the production and distribution to patients and doctors of information documents
conforming to product registration files; these documents are submitted as declarations before Health Agencies; 

– the Pharmacovigilance Unit reports to the Pharmaceutical Director on claims and incidents arising from treatments. It proceeds
with the analysis of the responsibility of the Group’s products in relation to the reported incidents. It is responsible for reporting
in full transparency to Health Authorities and to activate, where necessary, the Crisis Unit, which would oversee the withdrawal
of flawed products from the marketplace; 

– Executive Management, together with the Finance Department, examine on an annual basis the adequacy of insurance
coverage: the Group has specific product civil liability insurance coverage, as well as an 18-month operating loss insurance
coverage. The Antony site is covered for appropriate damages. The Group also has an external computer facilities back-up plan,
in the event of incident at its own facilities;

– the Finance Department’s Legal Unit Head is responsible for ensuring the legality of all contracts to which the Group’s French
companies are a party to, within the framework of the contracts management procedure. 

c) Benchmark and documentation for these processes

Book V of the French Public Health Code BPF 5th edition 1998 (Official Journal). 4th edition of the European Pharmacopea (Council
of Europe). Internal Manual “Quality Standards”: POS procedure A027 regarding the management of non-compliances and
anomalies; procedure POS JU09 regarding the handling of customer claims; procedure POSU001 regarding pharmacovigilance;
procedure POS A026 regarding batch recall; procedure POS A033 regarding contracts management; procedure POS A008
regarding access security and information systems data.

d) Assessment of the relevance of these processes

A Recovery Plan will be formalised to deal with major disasters. In addition, the delegation of the powers of the Chairman
regarding legal matters is in the process of formalisation, and should be accompanied by necessary training measures. The
Executive Management of Stallergènes accordingly judges that the other processes are adequate to cover the identified risks.

Corporate Governance 
and internal control
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2.4. Reliability of financial information and prevention of error and fraud risks 

a) Major risks identified

Major risks are ranked as follows by decreasing order of importance:

– the inability to collect distributors’ and hospital receivables,

– fraudulent operations and deficient processes resulting in the occurrence of significant errors in the peripheral operating units,

– the lack of completeness in accounting for expenses due to a loss of information arising from the decentralisation of purcha-
sing decisions,

– errors in inventory valuation due to the complexity of the process in place, 

– poor assessment of the provisions for liabilities and charges,

– inadequate or poorly adapted financial communications.

b) Processes in place to control these risks

The most significant processes are as follows:

– profit centres establish a quarterly reporting for late payments and current collection measures for the attention of the Finance
Department and Executive Management. Collection objectives are included within operational objectives;

– Finance Department visits, at least once a year, each of the subsidiaries. An action programme is thus established as well as a
report that specifies, for the intent of local management and Executive Management, improvement measures for financial
processes identified, responsibilities and timetables; 

– all expense commitments are monitored by the Purchase Unit and off-Balance Sheet commitments are always reviewed at the
close of accounts, to determine whether they should be accrued or not. The Cost Management Unit is responsible for analysing
and justifying on a monthly basis variances from forecast and budget; 

– the current inventory valuation process is largely manual and not very secure. As a result, it is in the process of a complete
revamping and will be based from this year on far more reliable production technical data; 

– provisions for liabilities and charges are assessed by the Finance Department and Executive Management based on available
information. These assessments are reviewed by the Statutory Auditors and the Audit Committee; 

– financial press releases are systematically approved by the Audit Committee before their release.

c) Benchmark and documentation for these processes

Quarterly receivables reporting; reports on subsidiaries’ visits; operating charter and minutes of Audit Committee meetings;
procedure POS A034 regarding purchase validation.

d) Assessment of the relevance of these processes

It is necessary to strengthen the coordination between the work of the Finance Department and the work of the Statutory
Auditors of the subsidiaries. An analysis of subsidiaries’ risks will be conducted this year jointly with the Statutory Auditors, as
well as a request to include in their work programme a supplementary review of risks coverage. The Executive Management of
Stallergènes accordingly judges that the other processes are adequate to cover the identified risks.

Corporate Governance 
and internal control
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STATUTORY AUDITORS’ SPECIAL REPORT 
on the application of the last section of article l. 225-235 of the Commercial Code on the report of the Chairman of the Board 

of Directors regarding internal control procedures used in the preparation and processing of financial and accounting 

information 

Financial year ending 31 December 2003

As Statutory Auditors to your Company and in application of the last section of Article L. 225-235 of the Commercial Code, we
hereby present to you our report on the report prepared by the Chairman of the Board of Directors of your Company in accor-
dance with the provisions of Article L. 225-37 of the Commercial Code for the year ending 31 December 2003.

The Board of Directors is responsible to ensure that management defines and implements adequate and effective internal
control procedures. It is the Chairman’s responsibility to account, in his report, notably on the conditions of preparation and
organisation of the work of the Board of Directors and of the internal control procedures established within the Company.

It is our responsibility to communicate any observations we may have on the information contained in the report of the Chairman
concerning internal control procedures regarding the preparation and processing of accounting and financial information. 

We have performed our work in accordance with acceptable professional standards in France. These require the performance of
diligence procedures to assess the fairness of information presented in the Chairman’s report, regarding internal procedures for
the preparation and processing of accounting and financial information. These procedures notably consist of becoming familiar
with the objectives and general organisation of the internal control, as well as internal control procedures regarding the prepa-
ration and processing of accounting and financial information, as presented in the Chairman’s report.

On the basis of our work, we have no observations to formulate on the description of internal control procedures regarding the
preparation and processing of accounting and financial information contained in the report of the Chairman of the Board of
Directors, prepared in application of the provisions of the last section of Article L. 225-37 of the Commercial Code.

Paris and Lyon, 12 May 2004

The Statutory Auditors

Commissariat Contrôle Audit CCA Ernst & Young Audit
Bernard CHABANEL François CARREGA

Corporate Governance 
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WORKFORCE DATA

31/12/02 31/12/03 % change

Full time employees 451 469 + 4.0%
Temporary employees 38 42 + 10.5%

Total workforce size 489 511 + 4.5%

Full-time equivalents 466 487 + 4.5%

Group workforce increased by 4.5%, with full time employees rising 4.0%. Women comprise 68% of the Group’s workforce, in
line with the general trend of the pharmaceutical industry. Evolutions in terms of remuneration and training are identical for men
and women. Part-time employees accounted for 15% of the workforce, on average working 65% of a standard workweek.

2002 2003 % change

Number of permanent employee hirings 44 32 - 27%
Number of permanent employee redundancies 17 9 - 47%

including business redundancies 2 - n/a
Average number of temporary employees 19 17 - 11%
Overtime rate 0.7% 0.8% + 10%
Absenteeism rate 3.1% 3.1% - 
Average number of hours worked yearly by full time employees 1,600 1,580 - 1%
Training expenses 247 267 + 8.1%

The strong growth in business activity, often seasonal, requires recourse somewhat more to fixed duration contracts and to
overtime hours. On the other hand, organisational progress has enabled the Group to be less dependent on temporary workers.

Personnel costs (see Note 11, page 46) increased at a quicker rate then the growth in workforce size primarily as a result of a
significant increase in profit sharing plan contributions and a rise in overall workforce qualifications. 

ENVIRONMENTAL RESPECT

Allergens used in the production of products are derived from raw materials of plant or animal origins and are obtained by extrac-
tion in saline solution, then purified by filtration. 
This activity has virtually no impact on air, water or soil discharges, nor does it create any sound or odour nuisances. 
Pollution risks are deemed to be very limited if not altogether non-existent.
All wastes are treated by specialised companies, certified by the FNADE (Fédération Nationale des Activité de la Dépollution et de
l’Environnement). There are four types of waste: general industrial waste (about 1,000 m3/year), chemical waste (about
1.8 m3/year), bacteriological waste (about 250 m3/year) and radioactive waste (about 3.2 m3/year).
The presence of radioactive waste arises from the use of iode 125 antibodies as reagents for the measurement in laboratory of the
allergenic activity of active substances. The internal management of this waste is placed under the responsibility of a Group
employee who has completed a training programme and has been awarded an aptitude certification from INSTN, a subsidiary of
CEA. The elimination of this waste is assured by ANDRA (Agence Nationale des Déchets Radioactifs). 
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MEDICAL SAFETY

The preparation mode for allergenic molecules promotes security through an absolute guarantee of absence of potentially
dangerous products including pesticides, pollutants, bacteria, viruses and prions.
An operating anomaly of the immune systems of persons suffering from allergies makes them react to allergens through the
production of a particular class of antibodies, ‘IgEs’. A serious reaction risk exists, although exceptional in its occurrence, when
allergen medication is delivered by injection. This is why injection delivery is not used unless under the supervision of a doctor.
This type of accident has never been observed when the allergen is administered by sublingual delivery, the major technique of
delivery today. 
Finally, it must be noted that the suspected yet unproven risks of muscular pathology following anti-infection vaccinations does
not apply to injection immunotherapy as it uses subcutaneous delivery instead of intramuscular delivery. 

FINANCIAL STABILITY

Exchange risk is minimal as nearly all revenues are in Euros as well as all expenses, with the exception of about $US 2 million in
purchases. In addition, the Group’s holds some $US 1 million in Dynavax company shares. 
Interest rate risk is managed by a balanced approach: Group borrowings are 42% fixed rate and 58% variable rate, of which 21%
are the object of rate ceiling coverage over 6 years.
Share risks are limited to the Company’s $US 1 million shareholding in the US company Dynavax, which has been listed on the
Nasdaq since February 2004 (see Note 3, page 41). 

ADOPTION OF IAS-IFRS STANDARDS

Beginning in 2005, the Stallergènes Group will prepare its financial statements using international accounting principles. 
A work group reporting to the Audit Committee and comprising senior financial management, Statutory Auditors and senior
financial specialists from the Company’s major shareholder, Wendel Investissement, has been established for over one year in
order to assess the impact on the accounts and accounting systems arising from this important change. Particular concern will
be paid to the accounting treatment of the following items: 
- acquisition goodwill, which will no longer be amortised but instead will be subject to periodic impairment tests 
- internally generated development costs, whose capitalisation is required if certain conditions in IAS 38 are met. After joint

review with the pharmaceutical industry (notably with the framework of the LEEM), it appears unlikely that such costs may be
capitalised before the clinical trials phase, otherwise known as Phase III, resulting in little change to existing practices. 

A new consolidation accounting system will be put into place in 2005, which will result in the acquisition of new software and
the updating of existing software. 
In our 2004 Annual Report, we shall report our consolidated accounts using both accounting bases, highlighting major differ-
ences. 

SUBSIDIARIES’ OPERATIONS 

The Group’s Legal Structure is presented on page 29.
Subsidiaries do not have any shareholdings in Stallergènes, the Group’s parent company. 
The shareholdings of minority interests in Group subsidiaries are insignificant. 
The development of the sales of sublingual delivery products resulted in improved financial results for all of the Group’s
subsidiaries, with the exception of its German subgroup, which was subject to a 6% regulatory imposed sales price reduction.
• The Group’s Stallergènes SA subsidiary absorbed on 1 January 2003 its sister company DHS SA. The combined new company

now produces all of the Group treatments for the French and international markets, posting 2003 sales growth of 14% and net
profit growth of 11%. 

• The Group’s German subgroup posted 3% sales growth and a 26% reduction in net profitability, remaining profitable with a
2.2% net profit margin.   

• All other distribution subsidiaries (Italy, Belgium, Spain and Portugal) enjoyed very significant growth in sales activity and net
profitability. 

• SCI Stallergènes-Antony posted a modest profit, as forecast. 
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PARENT COMPANY OPERATIONS 

Stallergènes posted a 2003 net finance income of € 1,679,373.

Net operating expenses were € 378,225 and this led to a profit on ordinary activities of € 1,301,148.

The Company posted net exceptional income of € 633,044, arising from a reversal of tax grouping provision established by the

Company within the framework of DHS’s tax loss integration, which no longer exists following the merger of DHS into
Stallergènes SA on 30 June 2003.
Within the framework of its tax integration plan with its Stallergènes SA subsidiary, the Company recorded a gross income tax
credit of € 288,286 and an income tax charge of € 18,377 subsequent to annual tax instalments. 

The Company reported a 2003 net profit of € 2,204,101.

At 31 December 2003, the Company had total assets of € 29,456,936, down 10% from € 32,704,447 at 31 December 2002, after

experiencing a 15% decline between 2001 and 2002. 
The parent company accounts provide all information and explanations necessary for a proper understanding of the accounts.
Presentation and valuation principles and methods used are consistent with those of the previous financial year. Parent company
results over the last 5-year period are presented in the schedule below: 

(Financial results in €) 1999 (10 months) 2000 2001 2002 2003

Share capital at year-end

Share capital 12,195,921 12,195,921 12,195,921 12,160,000 12,172,863
Number of shares 3,200,000 3,200,000 3,200,000 3,200,000 3,203,385
Maximum number of shares that can be created 
from the exercise of options 154,000 157,000 159,800 205,800 212,415

Financial results

Dividend income from subsidiaries 3,086,898 2,006,432 6,174,186 1,570,267 2,024,850
Profit/(loss) before tax, depreciation, amortisation 
and provision charges 698,313 (2,447,797) 4,505,446 1,185,997 1,101,148
Net profit/(loss) 1,632,573 (892,864) 5,242,519 356,772 2,204,101
Dividends distributed 1,024,457 1,024,457 1,024,000 1,984,000 2,690,843

Earnings/(Loss) per share

Profit/(loss) after tax, before depreciation, amortisation 
and provision charges 0.51 (0.28) 1.90 0.49 0.43
Net profit/(loss) 0.51 (0.28) 1.64 0.11 0.69
Dividend per share 0.32 0.32 0.32 0.62 0.84

Workforce

Average workforce size 1 1 1 1 1
Payroll costs 5,336 5,336 4,574 4,574 6,334
Social security costs - - - - -
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DIVIDENDS 

A net dividend per share of € 0.84 will be payable from 30 June 2004 (a total of € 2,690,843.40). When a tax credit per share (a)
of € 0.42 is added, the gross dividend per share amounts to € 1.26. 

Dividends distributed during the last three financial years are as follow: 

Financial Year Total cash  Cash dividend    Tax credit (a) Gross dividend    

dividend per share per share per share

2002 1,984,000.00 € 0.62 € 0.31 € 0.93 €
2001 1,024,000.00 € 0.32 € 0.16 € 0.48 €
2000 1,024,457.40 € (FRF2.10)  0.32 € (FRF1.05)  0.16 € (FRF3.15)  0.48 €

(a) The dividend tax credit is equal to 50% of the cash dividend amount. This rate has been reduced for legal entities not benefiting from parent
company tax schemes to 40% in 2000, 25% in 2001, 15% in 2002 and 10% from 2003. 

REGULATED AGREEMENTS

The Statutory Auditors’ Special Report included in the Parent Company Accounts section details the agreement to be approved
as prescribed in Articles L. 225-38 and subsequent of the French Commercial Code. 

DIRECTORS AND EXECUTIVE OFFICERS 

The appointments of Albert SAPORTA, Michel DUBOIS, Olivier MOTTE and Jean BOUSQUET as Directors expire upon the comple-
tion of the Meeting called to review the 2003 accounts. Their reappointment is sought. 

The following Directors’ fees were paid during 2003 and 2002:

Name 2003 2002 

Albert SAPORTA 9,764 € 7,318 €
Louis CHAMPION 4,222 € -
Arnaud FAYET 6,509 € 7,318 €
Michel DUBOIS 4,222 € 4,573 €
Olivier MOTTE 4,222 € 4,573 €
Ernest-Antoine SEILLIERE - 4,573 €
Jean-Marc JANODET 6,334 € -
Alain BLANC-BRUDE - 2,287 €
Paul LACOUR - 2,287 €
Dirk VAN OMMEREN 4,222 € -
Pr Jean BOUSQUET 4,222 € 4,573 €

Total 43,717 € 37,502 €
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In addition to the Directors’ fees above, the Company’s executive officers earned the following gross remuneration: 

Name Position 2003 2002

Albert SAPORTA Chairman - CEO Fixed 221,980 € 216,587 €

Variable (1) 55, 000 € 18,750 €

Total 276,980 € 235,337 €

Dr Louis CHAMPION Director - Stallergènes SA COO (2) Fixed 156,425 € 154,000 €

Variable (1) 41,500 € 17,057 €

Total 197,928 € 167,057  €

Michel DUBOIS Director, Strategic Consultant Fixed 41,619 € 41,619 €

Total 516,527 € 444,013 €

(1) Variable remuneration is based on the achievement of set objectives for the financial year preceding its payment. 

(2) Remuneration received for services provided to Stallergènes SA.

SHAREHOLDERS

The Wendel Investissement Group, with a registered office at 89, rue Taitbout, 75009, Paris, France, owned directly or indirectly
47.46% of the parent company’s share capital at 31 December 2003. This holding is held by the Dutch registered company,
Oranje Nassau Participaties BV. 

No other shareholders hold a shareholding or voting rights in the parent company that exceeds 5%, 10%, 20%, 33.3% or 66.6%.

At 31 December 2003, Stallergènes employees and management held 24,000 shares in the parent company amounting to 0.75%
of its share capital, pursuant to a collectively managed Company Savings Plan.

The Company does not hold any treasury shares. The share buyback programme and share cancellation programme approved
by the Combined General Meeting of 18 June 2003 did not result in any treasury share transactions in 2003. 

INCREASE IN SHARE CAPITAL RESERVED FOR EMPLOYEES  

French law requires that shareholders be legally consulted in an Extraordinary General Meeting, regarding the opportunity of
increasing the ownership of Company shares by its employees, pursuant to Article L. 225-129 VII, Section 2, of the Commercial
Code. 

Shareholders are nevertheless invited to maintain the Company’s share capital position unchanged, and to vote for the rejection
of this resolution. More practical resolutions are currently in the process of being implemented that will encourage the increased
ownership of Company shares by employees within the framework of a Company Savings Plan. 

The Board of Directors 
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TEXT OF DRAFT RESOLUTIONS PROPOSED TO THE COMBINED GENERAL MEETING OF 24 JUNE 2004
(ORDINARY AND EXTRAORDINARY SESSIONS)

ORDINARY SESSION RESOLUTIONS

FIRST RESOLUTION
(Approval of parent company accounts for 2003)

The Meeting, having duly noted the contents of the:
– Directors’ Report on the Company’s and Group’s activities and situation for the financial year ending 31 December 2003 and

their accounts for the said year,
– Chairman of the Board of Directors Special Report on internal controls,
– Statutory Auditors’ Report for the year to 31 December 2003, 
– Statutory Auditors’ Special Report on the Chairman’s Report on internal controls,

approves the 2003 financial year accounts as presented, which reported a net profit of € 2,204,100.88, as well as the transac-
tions contained in these accounts or summarised in these reports. 
Accordingly, the Meeting grants full and final discharge to the Board of Directors for its management in the year 2003.

SECOND RESOLUTION
(Allocation of net profit and distribution of cash dividends)
The Meeting, on the proposal of the Board of Directors, approves the allocation of parent company’s net profit for 2003 of 
€ 2,204,100.88 as follows:

Net profit  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .€ 2,204,100.88
Plus: retained earnings  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . € 2,634,277.92
Distributable earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . € 4,838,378.80

to shareholders, as dividend  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .€ 2,690,843.40
the balance to retained earnings  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .€ 2,147,535.40

Total  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .€ 4,838,378.80

A net dividend per share of € 0.84 will be payable from 30 June 2004. When a tax credit per share (a) of € 0.42 is added, the
gross dividend per share amounts to € 1.26. 

Dividends distributed during the last three financial years are as follow: 

Financial Year Total cash  Cash dividend    Tax credit (a) Gross dividend    

dividend per share per share per share

2002 1,984,000.00 € 0.62 € 0.31 € 0.93 €
2001 1,024,000.00 € 0.32 € 0.16 € 0.48 €
2000 1,024,457.40 € (FRF2.10)  0.32 € (FRF1.05)  0.16 € (FRF3.15)  0.48 €

(a) The dividend tax credit is equal to 50% of the cash dividend amount. This rate has been reduced for legal entities not benefiting from parent
company tax schemes to 40% in 2000, 25% in 2001, 15% in 2002 and 10% from 2003.

THIRD RESOLUTION
(Approval of Regulated Agreements)
The General Meeting, after considering the Special Report presented by the Statutory Auditors regarding agreements arising
from article L. 225-38 and subsequent of the Commercial Code, approves the conclusions of the said Report and the agreements
therein. 

Resolutions
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FOURTH RESOLUTION
(Approval of consolidated accounts for 2003)
The Meeting, having duly noted the contents of the Management Report and the Statutory Auditors’ Report on the consolidated
accounts of 31 December 2003, as presented to the Meeting, hereby approves these financial statements as presented as well
as the transactions reflected in these accounts or summarised in these reports.

FIFTH RESOLUTION
(Reappointment of a Director)
The General Meeting notes the expiry today of the appointment of Albert SAPORTA as Director, and decides to reappoint him for
a term of six years, that is until the General Meeting convened to approve the accounts for the financial year ending 31 December
2009. 

SIXTH RESOLUTION
(Reappointment of a Director)
The General Meeting notes the expiry today of the appointment of Michel DUBOIS as Director, and decides to reappoint him for
a term of six years, that is until the General Meeting convened to approve the accounts for the financial year ending 31 December
2009. 

SEVENTH RESOLUTION
(Reappointment of a Director)
The General Meeting notes the expiry today of the appointment of Jean BOUSQUET as Director, and decides to reappoint him for
a term of six years, that is until the General Meeting convened to approve the accounts for the financial year ending 31 December
2009. 

EIGHTH RESOLUTION
(Reappointment of a Director)
The General Meeting notes the expiry today of the appointment of Olivier MOTTE as Director, and decides to reappoint him for a
term of six years, that is until the General Meeting convened to approve the accounts for the financial year ending 31 December
2009. 

EXTRAORDINARY SESSION RESOLUTIONS
NINTH RESOLUTION
(Increase in share capital reserved for employees pursuant to Article L. 225-129 VII, Section 2, of the Commercial
Code)
The General Meeting, having duly noted the Directors’ Report and the Statutory Auditors’ Special Report, and acting in accor-
dance with Article L. 225-129 VII, Section 2, of the French Commercial Code, authorises the Board of Directors to increase its
share capital, in one or more instalments, and on its decisions, through the issue of shares to be subscribed to in cash by
members belonging to the Stallergènes Company Savings Plan. This issue will be undertaken in conformity with the procedures
prescribed in Article L. 443-5 of the French Labour Code.

The number of shares to be issued pursuant to the present authorisation may not exceed 1% of the Company’s share capital, this
limit duly noted on the date of the issue. 

The Meeting decides to expressly renounce the pre-emption right of subscription by shareholders to the new shares to be issued
for the benefit of employees belonging to the Stallergènes Company Savings Plan.

This authorisation is valid for a period of twenty six months from the date of the present Meeting. 

The Meeting grants all powers to the Board of Directors to set all of the procedures regarding the operation(s) that may result,
and, in particular, the setting of the issue price of new shares. It confers all powers to realise increase(s) in share capital arising
from the execution of the present authorisation, and accordingly modify the Company’s bylaws, as well as doing all that is neces-
sary. 
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STATUTORY AUDITORS’ SPECIAL REPORT 
on share capital increase reserved for employees who are members of the company savings plan with cancellation of 

pre-emption right of subscription

General Meeting of 24 June 2004

Ninth resolution 

As Statutory Auditors to your company and in execution of our assignment, as prescribed by Article L. 225-135 of the Commercial
Code, we present to you our report on the planned share capital increase, which may not exceed 1% of share capital, reserved
for employees who are members of the Company Savings Plan, on which you are asked to decide.  

This increase in share capital is submitted for your approval in application of the provisions of Articles L. 225-129 VII of the
Commercial Code and L. 443-5 of the Labour Code.

Your Management Board recommends, on the basis of its report, that you delegate it the power to establish procedures for this
operation and to cancel your pre-emption right of subscription. 

We have performed our work in accordance with applicable standards in France. These standards require that we carry out due
diligence procedures in order to verify the procedures to be used in setting the issue price. 

Subject to a final review of the conditions of the proposed share capital increase, we have no observations to formulate on the
procedures used to determine the issue price, as disclosed in the Management Board report.

As the value of the issue price was not set, we do not provide any assurance on the final conditions in which the share capital
increase will be realised, and accordingly, on the proposal to cancel the pre-emption right of subscription that has been made to
you, whose principle is reflected in the logic of the operation submitted to you for your approval.

Pursuant to Article 155-2 of the Decree of 23 March 1967, we shall prepare a supplementary report when your Management
Board carries out the share capital increase.

Paris and Lyon, 12 May 2004

The Statutory Auditors

Commissariat Contrôle Audit CCA Ernst & Young Audit
Bernard CHABANEL François CARREGA

Resolutions
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LEGAL STRUCTURE OF THE STALLERGENES GROUP

* The Stallergènes shares have been held since October 2002 by Oranje-Nassau Participaties B.V, a 100% subsidiary of Wendel

Investissement SA.

5-YEAR GROUP FINANCIAL RESULTS

Group 5-Year Quarterly Sales 

(€ thousands) 1999 (1) % ∆ 2000 % ∆ 2001 % ∆ 2002 % ∆ 2003 % ∆
1st Quarter 13,248   n/a 14,110   7 15,920   13 18,400   16 23,311 27

2nd Quarter 11,937   n/a 12,200   2 14,700   20 17,210 17 19,239 12

3rd Quarter 10,320   n/a 10,860   5 12,380   14 15,700 27 17,408 11

4th Quarter 15,123   n/a 17,840   18 20,295   14 23,581 16 25,754 9

Full year 50,628   n/a 55,010   9 63,295   15 74,891   18 85,712 14

(1) Pro-forma financial results include DHS activity. Comparison with 1998 results is not significant. 

The seasonality of sales is explained by the fact that the pollen season (April-August) is traditionally less favourable for treat-

ments than the rest of the year. 2004 1st quarter sales amounted to € 25,105 thousand, up 8% over the same period last year.
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Group 5-Year Financial Results 

(€ thousands) 1999 % 2000 % 2001 % 2002 % 2003 %

Sales 40,937   100 55,010   100 63,295   100 74,891   100 85,712 100

Cost of sales (14,071) - 34 (19,286) - 35 (20,560) - 33 (23,515) - 31 (25,617) - 30

Gross profit 26,866   66 35,724   65 42,735   67 51,376   69 60,095 70

Operating expenses (16,332) - 41 (27,444) - 50 (29,722) - 47 (34,343) - 46 (38,343) - 45

Gross operating profit 10,534   25 8,280   15 13,013   20 17,033   23 21,809 25

Research and Development (3,783) - 9 (4,381) - 8 (5,139) - 8 (5,811) - 8 (8,516) - 10

Operating profit 6,751   16 3,899   7 7,874   12 11,222   15 13,293 15

Net finance costs (748) - 2 (1,995) - 4 (1,700) - 3 (2,397) - 3 (926) - 1
Net exceptional income/(expense) (843) - 2 317 1 (909) - 1 (585) - 1 (15) -
Income tax (1,440) - 4 (1,266) - 2 (2,001) - 3 (2,911) - 4 (4,577) - 5
Acquisition goodwill amortisation (1,250) - 3 (640) - 1 (859) - 1 (614) - 1 (438) -

Net profit 2,470   6 315   1 2,405   4 4,715   6 7,337 9

Personnel costs (14,200) 35 (21,685) 39 (21,907) 35 (25,528) 34 (28,303) 33
Average workforce size 300   426   429   455   476

Cash flow from operations 6,630 16 (619) - 1 4,489 7 9,363 13 11,537 14

Note: The 1999 accounts incorporate 3 months of DHS activity. The pro-forma accounts of the same year incorporate in full DHS’
1999 results, including sales of € 50.6 million, operating profit of € 3.5 million and profit before acquisition goodwill amortisa-
tion of € 0.2 million. 

Group 5-Year Condensed Balance Sheet at 31 December

(€ thousands) 1999 % 2000 % 2001 % 2002 % 2003 %

Intangible assets 22,546   52 23,155   42 22,985   41 22,687   45 22,438   45
Property, plant and equipment 7,466   17 13,513   24 13,318   24 12,809   26 13,698   28
Investments 1,506   3 2,263   4 2,250   4 1,024   2 1,042   2
Acquisition goodwill 693   2 3,230   6 3,715   7 3,112   6 2,702   6

Non-Current Assets, net 32,211   75 42,161   76 42,268   75 39,632   79 39,880   81

Inventory 11,424   26 11,225   20 10,563   19 10,782   22 10,942   22
Receivables 10,692   25 14,026   25 16,382   29 19,686   39 21,877   44
Operating liabilities (11,203) - 26 (12,233) - 22 (12,641) - 22 (20,185) - 40 (23,305) - 47

Net Working Capital 10,913   25 13,018   24 14,304   25 10,283   21 9,514   19

In number of days sales (1) 78 days 85 days 81 days 49 days 40 days

Total Capital Employed 43,124   100 55,179   100 56,572   100 49,915   100 49,394   100

Return on capital employed 16% 7% 14% 20% 27%
Equity 28,769   67 28,057   51 29,437   52 33,117   66 38,525   78
Provisions and deferred tax (2) 5,072   12 1,131   2 686   1 763   2 2,166   4
Net borrowings 9,283   22 25,991   47 26,449   47 16,035   32 8,703   18

Total Financing 43,124   100 55,179   100 56,572   100 49,915   100 49,394   100

Gearing ratio 0.32 0.93 0.90 0.48 0.23

(1) 1999: pro-forma sales include DHS sales fully.
(2) including current assets writedown provisions.
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SHARE CAPITAL AND STOCK MARKET PERFORMANCE

Voting rights are allocated proportionally to the share capital they represent. Company bylaws do not provide for the allocation

of double voting rights. Stallergènes’ share capital has evolved as follows over the years:

Date Operations Number Par value (€) Share capital (€)

of shares (1)

19 January 1994 Establishment of company 2,500 15.24 38,112.25

21 February 1994 Share capital increase 800,000 15.24 12,195,921.38

22 June 1998 4 for 1 split 3,200,000 3.81 12,195,921.38

1 January 2002 Conversion into Euros 3,200,000 3.80 12,160,000.00

2003 financial year Exercise of 3,385 options 3,203,385 3.80 12,172 863.00

(1) At 1 January 2002, the par value of the share was rounded to the nearest Euro cent.

The following table summarises the commitments of the Company as concerns share option plans: 

Share subscription plan Plan n° 1 Plan n° 2 Plan n° 3 Plan n°4 Total

General Meeting date 17 February 9 June 1999 7 June 2000 26 June 

1998 2002

Number of options authorised 96,000 100,000 50,000 40,000 286,000

Date of Board of Directors meeting 8 April 20 July 10 March 18 October 18 October 19 March 9 October 9 October

1998 1999 2000 2000 2000 2002 2003 2003

Number of options allocated 96,000 59,400 36,000 4,600 3,400 46,000 600 9,400 255,400

First date of exercise 8 April 20 July 10 March 18 October 18 October 19 March 9 October 9 October 

2001 2002 2003 2003 2003 2005 2006 2006

Last date of exercise 7 April 19 July 9 March 17 October 17 October 18 March 9 October 9 October 

2006 2007 2008 2008 2008 2010 2011 2011

Exercise price (€) 16.2 15.55 17.75 14.97 14.97 20.17 34.46 34.46 17.95(1)

Number of options exercised 3,385 0 0 0 0 0 3,385

Number of options exercisable (2) 68,215 59,400 28,800 46,000 600 9,400 212,415

- By executive directors: 4,400 59,400 21,600 5,000 90,400

Albert SAPORTA 59,400 59,400

Louis CHAMPION 20,000 5,000 25,000

Michel DUBOIS 4,400 1,600 6,000

- By other beneficiaries: 63,815 7,200 41,000 600 9,400 122,015

Number of persons concerned 5 2 7 1 2 15

(1) Average exercise price. 

(2) The difference between options that may be exercised and the number of options allocated arises from beneficiaries ending their employ-

ment with the Group. 

The "Stallergènes" share is quoted on the Second Marché of the Paris Stock exchange since 21 July 1998. 
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The Company’s share has performed as follows over the last four years: 

Trading volume Average  Average market

(thousands of shares) share price capitalisation

(€) (€ millions)

1st Quarter 185 28.7 92

2nd Quarter 303 35.5 114

3rd Quarter 281 36.8 118

4th Quarter 361 37.9 121

2003 year 1,130 34.5 110

2002 1,021 26.3 84

2001 591 20.8 67

2000 1,064 15.7 50

1999 1,301 18.1 58

Evolution of share price (€)

2004 Shareholders’ Agenda

2003 financial year sales 14 January 2004

2003 financial year results 17 March 2004

2004 Q1 sales 15 April 2004

General Meeting 24 June 2004

2004 1st half-year sales 15 July 2004

2004 1st half-year financial results 6 September 2004

2004 Q3 sales 14 October 2004

Shareholders at 31 December 2003
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CONSOLIDATED BALANCE SHEET (€ thousands)
ASSETS 31/12/03 31/12/02

Notes Gross Acc. Dep/Amort. Net Net 

& Provisions 

Intangible assets 1 25,098 2,660 22,438 22,687   
Property plant and equipment 2 23,299 9,601 13,698 12,809   
Investments 3 2,269 1,227 1,042 1,024   
Acquisition goodwill 4 4,558 1,856 2,702 3,140   

NON-CURRENT ASSETS 55,224 15,344 39,880 39,660   

Inventory 10,942 855 10,087 10,215   
Trade receivables 18,161 531 17,630 14,823   
Other receivables 3,260 3 3,257 3,850   
Prepaid  expenses 456 456 383   

CURRENT OPERATING ASSETS 5 32,819 1,389 31,430 29,271   

Marketable securities -     - -     -     
Bank and cash 3,056 - 3,056 4,353   

CASH AND MARKETABLE SECURITIES 9 3,056 - 3,056 4,353  

Deferred tax assets 6 1,378   - 1,378 1,562   

TOTAL ASSETS 92,477 16,733 75,744 74,846   

EQUITY AND LIABILITIES Notes 31/12/03 31/12/02

Share capital 12,172 12,160   
Reserves 19,016 16,242   
Financial year net profit 7,337 4,715   

EQUITY 7 38,525 33,117   

Deferred tax liability 6 354 309   
Provisions 8 1,773 819   
Negative acquisition goodwill 4 28   28   

PROVISIONS 2,155 1,156   

Loans 10,700 16,109   
Bank overdrafts 1,059 4,279   

BORROWINGS 9 11,759 20,388  

Trade payables 11,927 9,011   
Income tax and social security liabilities 10,172 9,959   
Non-current assets related liabilities 177 240   
Other operating liabilities 1,001 931   
Deferred revenues 28 44   

OPERATING LIABILITIES 5 23,305 20,185   

EQUITY AND LIABILITIES 75,744 74,846   
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CONSOLIDATED INCOME STATEMENT (€ thousands)

Notes 2003 2002 % change

SALES 10 85,712        74,891        + 14.4

Work in progress variation 260         (303)   - 185.8
Provisions and amortisation/depreciation reversals 690 863   - 20.0
Other operating revenues 1,199 1,501   - 20.1

OPERATING REVENUES 87,861 76,952   + 14.2

Raw materials and supplies used (8,240) (7,645)   + 7.8
Other purchases and external services (31,405) (26,708) + 17.6
Taxes and duties (1,771) (1,662)   + 6.6
Personnel costs 11 (28,303) (25,528)   + 10.9
Depreciation, amortisation and provision charges (4,223) (3,746)   + 12.7
Other operating expenses (626) (441)   + 42.0

OPERATING PROFIT 12 13,293 11,222   + 18.5

Net finance charges (926) (1,173)   - 21.1
Investment writedown provisions net movements - (1,224)   n/a

NET FINANCE COSTS 13 (926) (2,397)   - 61.4

PROFIT FROM ORDINARY ACTIVITIES 12,367 8,825 + 40.1

Net exceptional charges (25) (1,057)   n/a
Exceptional provisions net movements 10 472   n/a

NET EXCEPTIONAL EXPENSES 14 (15) (585)   - 97.4

Income tax 15/16 (4,577) (2,911)   + 57.2

PROFIT BEFORE ACQUISITION GOODWILL AMORTISATION 7,775 5,329   + 45.9

Acquisition goodwill amortisation 4 (438) (614)   - 28.7

NET PROFIT 7,337 4,715   + 55.6

Earnings per share - basic (€) 2.29 1.47   + 55.6
Earnings per share - diluted (€) 7 2.22   1.44   + 54.2
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accounts
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CONSOLIDATED CASH FLOW STATEMENT (€ thousands)

Notes 2003 2002 % change

Operating activities

Net profit 7,337 4,715 + 55.6

Elimination of non-cash expenses and revenues

• Depreciation, amortisation and provision charges 3,961 4,249 - 6.8

• Deferred tax movements 229 278 - 17.6

• Capital gains net of tax 10 121 - 91.7

Cash flow from ordinary operating  activities * 15 11,537 9,363 + 23.2

Change in working capital needs 5 769 4,021 - 80.9

Net cash flow from operating activities 12,306 13,384 - 8.1

Acquisition of non-current assets (3,275) (2,047) + 60.0

Disposal of non-current assets, net of taxes 230 101 + 127.7

Net cash used in investing activities 1/2/3 (3,045) (1,946) + 56.5

Free cash flow 9,261 11,438 - 19.0

Dividends paid to parent company shareholders (1,984) (1,024) + 93.8

Additional share capital (exercise of options) 55 - n/a

New borrowings 155 7,240 - 97.9

Borrowings repayments (5,564) (14,058) - 60.4

Net cash used in financing activities 7/9 (7,338) (7,842) - 6.4

Increase in cash and cash equivalents 9 1,923 3,596 - 46.5

Cash and cash equivalents – opening balance 9 74 (3,522)

Cash and cash equivalents – closing balance 9 1,997 74

Effects of exchange rate changes - -

* see Note 15 for analysis of ordinary/exceptional activities.
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accounts



36

ACCOUNTING PRINCIPLES, POLICIES AND METHODS 

The consolidated financial statements have been prepared in accordance with the principles, policies and methods prescribed
by the provisions of the French Commercial Code and CRC Regulation 99-02. They are expressed in thousands of euros (€). 

There was no change to the consolidation scope during the 2003 financial year. Within the framework of the rationalisation of
the Group’s operating structure, DHS SA was merged into Stallergènes SA with retroactive effect from 1 January 2003.

Minority interest is negligible given the Group’s structure. 

Group structure and consolidation method

N° Company name and address Country % Owned Consolidation

Method

1 Stallergènes France Parent Company
6, rue Alexis de Tocqueville
92183 Antony Cedex

2 Stallergènes SA France 99.99% Full consolidation 
6, rue Alexis de Tocqueville
92183 Antony Cedex

4 Stallergènes Antony SCI France 100% Full consolidation
6, rue Alexis de Tocqueville
92160 Antony

5 Bergstrasse 20, Erste VVGmbH Germany 100% Full consolidation
Carl-Friedrich-Gauss-str. 50
47475 Kamp-Lintfort

6 Stallergènes &Co Kg Germany 100% Full consolidation
Carl-Friedrich-Gauss-str. 50
47475 Kamp-Lintfort

7 Stallergènes   V. GmbH Germany 100% Full consolidation
Carl-Friedrich-Gauss-str. 50
47475 Kamp-Lintfort

8 Stallergènes Italia SpA Italy 100% Full consolidation
Viale Certosa, 191
Angolo via Tubullo, 2,  
21151 Milan

9 Stallergènes Iberica SA Spain 100% Full consolidation
Jardins d'Atlanta - Local N° 1 & 2
08005 Barcelona

10 Stallergènes Belgium SA Belgium 99.99% Full consolidation
Chaussée de Louvain, 277
1410 Waterloo

11 Laboratoire Stallergènes SARL Switzerland 99.99% Full consolidation
17c rue Vautier – Carouge 
(in liquidation)

Consolidated
accounts
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Intangible assets
The difference between the acquisition price of Stallergènes SA and the Group’s share of its equity restated on the date of inclu-
sion in the consolidation scope was allocated to intangible assets and represents acquired know-how. This intangible asset is
not amortised: its valuation is revised at the end of each financial year based on R&D and consolidated net profit criteria. A pro-
vision for writedown is established in the event one of these two criteria results in a fair market value inferior to that of its book
value.
Research and Development costs are expensed in the financial year they are incurred.
Computer software is amortised on a straight line basis over a period of three to five years, with the exception of the NPP line
“MOVEX” software, which is amortised over a period of eight years in light of its strategic importance. 

Property, plant and equipment
These assets are accounted for at their acquisition cost (purchase cost plus related costs). 
Economically justifiable depreciation is determined using the straight line method reflecting the anticipated economic life of the
asset. 
Economic life of selected property, plant and equipment assets:

Asset type Economic life

Buildings 25 years

Improvements, fixtures and fittings 5 to 10 years

Production machinery and equipment 5 to 8 years

Safety and security equipment 5 years

Office equipment 3 to 5 years

Computer hardware 3 to 5 years

Office automation 3 to 5 years

Office furniture 5 to 10 years

Investments
Investments in unconsolidated company shares are valued at historical cost excluding accessory costs. 
Market value is determined based on a financial assessment of the company concerned based on available information and
using the most relevant method: discounted cash flows, stock market prices, analogical method, and revalued net assets. 
A provision for writedown is established when the market value is less than its book value.

Inventory 
Raw materials are valued at their purchase price delivered to the factory. 
Work-in-progress and finished products are recorded at their production costs, which include only direct and indirect production
costs. 
Realisable value is determined as a function of the probability of their sale and their expiry dates. A provision for writedown is
established when the realisable value is less than the book value. 

Receivables
Receivables are valued at their nominal value. 
Realisable value is determined as a function of the financial, commercial and technical information available at year-end.
A provision for writedown is established when the realisable value is less than the book value. 

Consolidated
accounts
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Foreign currency denominated transactions 
Revenues and expenses denominated in foreign currency are translated at transaction date exchange rates. 
Receivables and liabilities denominated in foreign currency are translated at the year-end exchange recorded. Exchange gains
and losses arising from the use of the historical rate and the year end rate are recorded at the year end. The resulting unrealised
exchange losses are recorded as a finance cost. 
Bank balances denominated in foreign currency are translated at the year-end exchange rate. 

Marketable securities 
Marketable securities are valued at the lower of their acquisition cost and net realisable value.

Provisions for liabilities and charges
Provisions for liabilities and charges are established when liabilities and charges have been clearly identified as to their exis-
tence and probability of occurrence. 
In particular, commitments concerning pension benefits payable to existing employees on their retirement are calculated taking
into account their life expectancy, workforce rotation rate and actuarial discount rate for future payments. These commitments
are fully provided for in the accounts or are the object of an insurance contract. 

Deferred tax
Deferred tax is calculated using the liability method for all temporary differences that result between the consolidated net 
profit and the taxable net profit for each consolidated company.

Translation of foreign currency denominated financial statements
Foreign currencies denominated Balance Sheets are translated at the year-end exchange rate while foreign currency denomi-
nated Income Statements are translated at the average exchange rate for the financial year. Any difference arising is recorded in
consolidated reserves. With the introduction of the euro, only the Group’s Swiss subsidiary is affected, and this for an insignifi-
cant net asset amount

Financial instruments
Financial instruments are used within the Group in order to mitigate against interest rate movements. 

Exceptional items 
Exceptional items include capital gains and losses arising from non-current asset disposals and all revenue and expense items
that arise from events or transactions that are clearly distinct from the ordinary activities of the Group and that are not expected
to occur in a frequent or regular manner. 

Earnings per share 
Earnings per share are calculated using two methods:
• by dividing net profit by the number of shares in circulation during the financial year,
• by dividing net profit by the average number of shares in circulation increased by the dilutive effect of the number of shares

linked to outstanding options. This latter is calculated by dividing the total potential gain on the outstanding options based on
the year end stock market price.
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NOTE 1 – Intangible assets 

(€ thousands) Licences (1) Business Software Incorporation Total
patents goodwill (2) costs

Gross value - 31 December 2002 1,166 20,110 3,671 22 24,969

Acquisitions - - 327 - 327
Disposals - - (316) - (316)
Transfers (3) - - 130 - 130
Other (4) - - (12) - (12)

Gross value - 31 December 2003 1,166 20,110 3,800 22 25,098

Acc.amortisation - 31 December 2002 173 255 1,834 20 2,282

Charges 153 46 497 1 697
Reversals - - (307) - (307)
Other (4) - - (12) - (12)

Acc.amortisation - 31 December 2003 326 301 2,012 21 2,660

Net value - 31 December 2002 993 19,855 1,837 2 22,687

Net value - 31 December 2003 840 19,809 1,788 1 22,438

(1) Licences and patents primarily relate to Pollinex products distribution license for Belgium acquired in 1995 and amortised over 7.5 years
beginning from the 2002 financial year. 

(2) Business goodwill primarily relates to € 19,287 thousand in acquisition excess fair market values allocated to intangible assets correspon-
ding to acquired know-how (See Accounting Principles, Policies and Methods).

(3) Transfer from “property, plant and equipment” in progress. 
(4) Compensation arising from the two movements.

NOTE 2 – Property, plant and equipment 

(€ thousands) Land (1) Buildings (1) Machinery Other In progress Total

Gross value - 31 December 2002 1,468 8,552 6,180 6,562 463 23,225

Acquisitions - - 987 1,029 900 2,916
Disposals - - (305) (1,154) - (1,459)
Transfers (2) - - 234 82 (446) (130)
Other (3) - (1,194) - (59) - (1,253)

Gross value - 31 December 2003 1,468 7,358 7,096 6,460 917 23,299

Acc.amortisation - 31 December 2002 42 2,709 3,975 3,690 - 10,416

Charges 10 259 651 822 - 1,742
Reversals - exceptional provision - - - (62) - (62)
Reversals - disposal - - (259) (983) - (1,242)
Other (3) - (1,237) - (16) - (1,253)

Acc.amortisation - 31 December 2003 52 1,731 4,367 3,451 - 9,601

Net value - 31 December 2002 1,426 5,843 2,205 2,872 463 12,809

Net value - 31 December 2003 1,416 5,627 2,729 3,009 917 13,698

(1) Land and buildings comprise:
- “Antony I” head office building with a net book value of € 6,743 thousand; see Note 18, paragraph 4. 
- Epernon buildings complex which is no longer in operation, with a net book value of € 300 thousand, and which is no longer depreciated.

(2) The balance represents a transfer to intangible assets. 
(3) Adjustment arising from the accounting of the net book value of the Epernon buildings complex.
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NOTE 3 - Investments

(€ thousands) Shares Other Total

Gross value - 31 December 2002 2,047   204 2,251

Acquisitions - 32 32
Disposals - (14) (14)
Other - - -       

Gross value - 31 December 2003 2,047   222 2,269

Writedown provisions - 31 December 2002 1,227 - 1,227

Charges - - -
Reversals - - -

Writedown provisions - 31 December 2003 1,227 - 1,227   

Net value - 31 December 2002 820 204 1,024   

Net value - 31 December 2003 820 222 1,042

Company name Registered office Percentage owned Acquisition cost

Dynavax Technologies 17 Potter Street, suite 100
Corporation 94710 Berkeley, CA (USA) 0.54% € 2,047

The Company holds 400,000 shares purchased at $US 5 per share. A provision for writedown was established at the end of 2002,
with the shares net book value per share amounting to $US 2.56 at 31 December 2003. Dynavax company shares were subject
to a 3-to-1 combination on 2 February 2004, and were listed on the Nasdaq (code: DVAX) on 19 February 2004 at a price of 
$US 8.30 per newly combined share. Stallergènes may dispose of its shareholdings in Dynavax only after 19 August 2004. 

NOTE 4 – Acquisition goodwill

(€ thousands) Duration Gross value

Year (years) 31/12/02 Increases Decreases 31/12/03

SCI Stallergènes 2000 23 323 - - 323   
DHS France 2000 10 4,235 - - 4,235   

Assets 4,558 - - 4,558

Stallergènes Germany 1995 n/a 28   - - 28   

Liabilities 28   - - 28  

(€ thousands) Accumulated amortisation Net value

31/12/02 Increases Decreases 31/12/03 31/12/02 31/12/03

SCI Stallergènes 42 14   - 56 281   267
DHS France 1,376 424   - 1,800 2,859 2,435   

Total 1,418 438 - 1,856 3,140 2,702   
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NOTE 5 –Net working capital 

(€ thousands) Number of days sales

31/12/03 31/12/02 Change 31/12/03 31/12/02 Change

Inventory 10,942 10,782 160 46 52 (6)
Trade receivables 18,161 15,235 2,926 76 73 3
Trade liabilities (11,927) (9,011) (2,916) (50) (43) (7)
Other net liabilities (3,373) (2,634) (736) (14) (13) (1)

Operating 13,803 14,372 (569) 58 69 (11)

Prepaid taxes 2,632 450 2,182 11 2 9
Tax and liability (4,348) (2,633) (1,715) (18) (13) (5)
Other liabilities (2,575) (1,906) (669) (11) (9) (2)

Other (4,289) (4,089) (200) (18) (20) 2

Net working capital 9,514 10,283 (769) 40 49 (9)

All receivables and liabilities are due within one year. 
The operating sub-total represents working capital requirements for operations. 
Other items, which include net income tax, profit sharing and participation net liabilities, fluctuate in accordance with the Group’s
profitability. 

Analysis of inventory value by item type: 

(€ thousands) 31/12/03 31/12/02 % change

Raw materials 3,197 3,314 - 3.5  
Work in process 5,678 5,468 3.8
Finished products 1,337 1,287 3.9
Merchandise 730 713 2.4

Subtotal - gross 10,942 10,782 1.5

Writedown provision (855) (567) 50.8

Total 10,087 10,215 - 1.3

The rationalisation in product ranges resulted in a reduction in the number of product references carried as inventory, explains
the stabilisation in inventory value and the increase in writedown provision. 

42

Consolidated
accounts



NOTE 6 – Deferred tax

(€ thousands) 31/12/03 31/12/02 Change (1)

Stallergènes Belgium 30 144   (114)
Spain - 177 (177)
Subtotal - deferred tax losses 30 321 (291)

Pension benefits 82 59 23
Non-deductible deductions 118 41 77
Profit sharing plan contributions 400 266 134
Other tax charges 51 30 21
Inventory accounting 31 27 4
Italy representation costs 57 42 15
Subtotal - temporary tax differences 739 465 274

Germany 609 768 (159)
Italy - 8 (8)
Subtotal - acquisition goodwill tax treatment 609 776 (167)

DEFERRED TAX ASSETS 1,378 1,562 (184)

Supplementary depreciation 282 284 (2)
Antony building depreciation difference (2) 72 25 47
Temporary tax differences 354 309 45

DEFERRED TAX LIABILITIES 354 309 45

NET DEFERRED TAX ASSETS/(LIABILITIES) 1,024 1,253 (229)

(1) An analysis of the split between ordinary and exceptional activities is provided in Note 15.
(2) Differences between accelerated tax depreciation deductible over 12 years and accounting depreciation charged over 20 years after the sale

and leaseback arrangement of the Antony industrial building (See Note 18). 

NOTE 7 – Equity

At 31 December 2003, the Company’s share capital amounted to € 12,172,863, comprising 3,203,385 shares with a par value
each of € 3.80. During 2003, the Company’s capital including share premium increased by € 54,837, following the exercise of
3,385 subscription options. 

At 31 December 2003, there were 212,415 stock subscription options outstanding that were previously authorised by a General
Meeting and allocated by the Board of Directors, at an average per share exercise price of € 17.95. In light of the Company’s year
end share price of € 36.80 per share, the corresponding dilutive effect of these options is estimated at 108,805 shares, increas-
ing the number of shares in circulation for the purposes of calculating the earnings per share on a diluted basis to 3,312,190 from
3,277,680 at 31 December 2002. 
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Equity movements during 2003 and 2002 were as follows: 

(€ thousands) Share Consolidated  Total 

capital reserves and equity

net profit

At 31 December 2001 12,196 17,241 29,437   

Translation into euros (36) 36   -
Cash dividend distribution - (1,024) (1,024)   
2002 financial year net profit - 4,715 4,715   
Other movements - (11)   (11)   

At 31 December 2002 12,160 20,957 33,117   

Options exercise 12 43 55
Cash dividend distribution - (1,984) (1,984)
2003 financial year net profit - 7,337 7,337

At 31 December 2003 12,172 26,353 38,525

NOTE 8 - Provisions 
Impact of change

(charges less reversals)

(€ thousands) 31/12/02 Charge Utilisation Other 31/12/03 Operating Financial Except.

reversal reversals activities activities activities

Merchandise return 31 - - - 31 - -
Litigation (1) 504 892 (58) - 1,338 844 - (10)
Pension commitments (2) 182 154 (75) - 261 79 -
Other charges 102 67 (26) - 143 41 -

Liabilities and charges 819 1,113 (159) - 1,773 964 - (10)

Inventory 567 316 (28) - 855 288 -
Trade receivables 412 355 (236) - 531 119 -
Other receivables 218 - (215) - 3 (215) -

Current asset writedowns 1,197 671 (479) - 1,389 192 -

Total 2,016 1,784 (638) - 3,162 1,156 - (10)

(1) Court litigation was initiated at the start of 2003 between the DHS company and some of its former employees who were made redundant
pursuant to their decision to refuse a transfer to the Group’s Antony facility following the closure of its Epernon facility. The Versailles Appeals
Court ruled in March 2004 against the company, which resulted in the Group providing for in full the compensation sought by the plaintiffs,
valued at € 892 thousand at 31 December 2003. 

(2) Pension commitments are covered by an insurance contract up to a maximum of € 442 thousand at 31 December 2003. 
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NOTE 9 - Borrowings

(€ thousands) Rate type Within 1 to 5 After 31/12/03 31/12/02

Financial institution 1 year years 5 years

Consortium "FFR 35 million" Variable - - - -  1,067   

Consortium "FFR 100 million" (1) Variable 1,877 1,877 - 3,754 5,631   

ANVAR repayable advance Interest free - 155 - 155 -

Wendel Investissements Variable - - - - 2,171   

Sogébail (2) 1/3 variable - - - - -
2/3 fixed 475 2,194 4,122 6,791 7,240   

Borrowings (A) 2,352 4,226 4,122 10,700 16,109   

Cash and marketable securities 3,056 - - 3,056 4,353
Bank overdrafts (1,059) - - (1,059) (4,279)

Net treasury funds (B) 1,997 - - 1 997 74   

Net borrowings (A) - (B) 355 4,226 4,122 8,703 16,035   

Maturity distribution 4% 49% 47% 100%
Gearing ratio 0.23 0.48

(1) This loan agreement is subordinated to compliance with the following ratios: operating profit to finance expenses ratio above 5 and a Gearing
ratio below 70%. These conditions were met. 

(2) Sogébail: comprises loan corresponding to the net amount received from the Sogébail company, which acquired the Antony building on 
5 September 2002 pursuant to a 12-year sale and leaseback contract (See Note 18). This loan is 67% fixed rate (TEC 10 + Spread) and 33%
variable rate, with the variable part of the Sogébail loan subject to a ceiling interest rate coverage of Euribor 3 months at 5.50% until 
31 December 2008.  

NOTE 10 - Sales

Analysis of sales by geographic region

(€ thousands) 2003 % 2002 % % growth 

France (1) 41,674 48.6 35,308 47.1 18.0
International subsidiaries (2) 32,470 37.9 29,811 39.8 8.9
Distributors 11,568 13.5 9,772 13.1 18.4

Total 85,712 100.0 74,891 100.0 14.4

(1) including French overseas territories.
(2) Germany, Italy, Spain, Portugal and Belgium.

Analysis of sales by business segment

More than 95% of Group sales arise from the sale of allergen extract based health products. 
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NOTE 11 – Workforce size and personnel costs

Workforce size:

Full time equivalents 2003 2002 (1) %  growth

France 356 341 4.4
Rest of Europe 120 114 5.2

Total 476 455 4.6

Personnel costs:

(€ thousands) 2003 2002 % growth

Payroll 18,139 16,640 9.0
Social security charges 7,589 6,982 8.7
Profit sharing plan contributions (1) 2,575 1,906 35.1

Total 28,303 25,528 10.9

(1) French operations only.

NOTE 12 – Analysis of operating profit

(€ thousands) 2003 % 2002 % % change

Sales 85,712 100.0 74,891 100.0 14.4

Cost of sales (25,617) 29.9 (23,515) 31.4 8.9
Gross profit 60,095 70.1 51,376 68.6 17.0
Operating expenses (38,286) 44.7 (34,343) 45.8 11.5
Gross operating profit 21,809 25.4 17,033 22.8 28.0
Research & Development (8,516) 9.9 (5,811) 7.8 46.5

Operating profit 13,293 15.5 11,222 15.0 18.5

NOTE 13 – Net finance costs

(€ thousands) 2003 2002 %  change

Net exchange gain/(loss) 29 174   - 83.3
Financial discount (1) (243) (223)   9.0
Dynavax writedown - (1,226)   -
Net financial expenses (712) (1,122)   - 36.5

Total (926) (2,397)   - 61.4

(1) Arises from German operations.
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NOTE 14 – Net exceptional expenses 

(€ thousands) Income and expenses Net changes in provisions Total

2003 2002 2003 2002 2003 2002

Restructuring of business - (870) - 472 - (398)
Disposal of  non-current assets (17) (183) - - (17) (183)
Other (8) (4) 10 - 2 (4)

Total (25) (1,057) 10 472 (15) (585)

NOTE 15 – Net profit and cash flow from operations 

(€ thousands) Ordinary Exceptional Total

2003 2002 2003 2002 2003 2002

Profit before tax and goodwill amortisation 12,367 8,825 (15) (585) 12,352 8,240

Current income tax (4,353) (2,829) 5 196 (4,348) (2,633)
Deferred income tax (229) (288) - 10 (229) (278)

Total (4,582) (3,117) 5 206 (4,577) (2,911)

Goodwill amortisation (438) (614) - - (438) (614

Net profit 7,347 5,094 (10) (379) 7,337 4,715

Amortisation/depreciation (See Notes 1,2 & 4)  2,815 3,242 - (19) 2,815 3,223
Provisions (See Notes 3 & 8) 1,156 1,479 (10) (453) 1,146 1,026
Deferred tax (See Note 6) 229 288 - (10) 229 278
Capital gains/(losses), net of tax - - 10 121 10 121

Cash flow from operations 11,547 10,103 (10) (740) 11,537 9,363

NOTE 16 – Income tax

(€ thousands) 2003 2002 %  change

Profit before tax and goodwill amort. 12,352 8,240 49.9

Permanent differences (1) 1,169 700 67.0

Taxable income 13,521 8,940 51.2

Theoretical tax rate (2) 36.12% 35.43% 1.9

Theoretical income tax 4,884 3,167 54.2

Research tax credit (361) (281) 28.5
Other variations (3) 54        25        116.0

Total 4,577 2,911 57.2

(1) including € 987 thousand taxable in Italy in 2003 (promotion costs, regional taxes).
(2) 2003: weighted average Group tax rate. 2002: applicable to parent company. 
(3) including € 49 thousand in 2003 for adjustment to losses carried forward at the end of 2002 (See Note 6).
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NOTE 17 – Directors and executive management remuneration 

In 2003, Directors and executive management received € 559,944 in remuneration.

NOTE 18 – Off-Balance Sheet commitments

The off-balance sheet commitments are as follows:

• Stallergènes SA shares have been the object since 30 September 1999 of a full pledge for the benefit of a Banking Consortium
comprising Société Générale, Neuflize Schlumberger Mallet Demachy bank and Banque de Baecque Beau as guarantee for the
FFR 100 million loan (See Note 9). 

• The Antony industrial building was sold on 5 September 2002 by Stallergènes Antony SCI to the Sogébail company, which spe-
cialises in sale and leaseback arrangements, for a gross amount of € 7,368 thousand (including notary fees to be paid by the
acquirer). On the same date, a finance lease was entered into with this company for a period of 12 years, with rents calculated
on the basis of repayment by fixed annual repayment of € 7,368 thousand over the duration of the lease. At the end of this
lease on 5 September 2014, SCI may avail itself of an option to purchase this building for € 1. In the consolidated accounts,
the disposal entry was cancelled by the recording of a loan for € 7,368 thousand, of which € 6,791 thousand was outstanding
at year-end (See Note 9) and with related financing costs of € 216 thousand to be charged over the life of the lease. 

NOTE 19 – Related parties

• Stallergènes Group accounts are consolidated under the full consolidation method with those of Wendel Investissement Group,
which owns 47.46% of Stallergènes shares. 

• The Wendel Investissement Group does not have any business dealings with the Stallergènes Group. Stallergènes Group how-
ever benefits from the former’s experience in administrative and tax matters within the framework of an assistance agreement. 

NOTE 20 – Market risks

• Exchange risk is minimal as nearly all revenues are in Euros as well as all expenses, with the exception of about $US 2 million
in purchases. In addition, the Group’s holds some $US 1 million in Dynavax company shareholdings (See Note 3). 

• Share risks concerns the evolution of the price of Dynavax company shares (See Note 3).

• Interest rate risk is managed by a balanced approach: Group borrowings are 42% fixed rate and 58% variable rate, of which
21% are the object of rate ceiling coverage over 5 years.
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AUDIT COMMITTEE REPORT
(extract from minutes of Board of Directors’ meeting of 16 March 2004)

Review of Audit Committee’s Report prior to the approval of the 2003 accounts

The Audit Committee, established at the meeting of the Board of Directors of 24 September 2002, meet today in the presence of
the Chairman of the Board, the Group Chief Financial Officer and the Statutory Auditors to review the consolidated accounts sub-
mitted before the Board. The Chairman of the Audit Committee accordingly presents his report to the Board prior to their
approval by the Board and issues a favourable opinion on these accounts.

STATUTORY AUDITORS’ REPORT ON THE CONSOLIDATED FINANCIAL STATEMENTS 

1- OPINION ON CONSOLIDATED FINANCIAL STATEMENTS

In compliance with the assignment entrusted to us by your General Meeting, we hereby report to you, for the fiscal year ended
31 December 2003, on the audit of the accompanying consolidated financial statements of Stallergènes.
The consolidated financial statements have been prepared by the Board of Directors. Our role is to express an opinion on these
financial statements based on our audit. 
We conducted our audit in accordance with accepted professional standards in France. These standards require that we plan and
perform the audit to obtain reasonable assurance as to whether the consolidated financial statements are free of material mis-
statement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial state-
ments. An audit also includes assessing the accounting principles used and the significant estimates made by management, as
well as evaluating the overall adequacy of the presentation of information in the financial statements. We believe our audit pro-
vides a reasonable basis for our opinion.

In our opinion, the consolidated financial statements, prepared in accordance with generally accepted accounting principles in
France, give a true and fair view of the consolidated financial position, assets and liabilities, and net profit of Stallergènes and
its subsidiaries for the financial year then ended.

2- JUSTIFICATION OF ASSESSMENTS

Pursuant to the application of the provisions of Article L. 225-235 of the Commercial Code relative to the justification of our
assessments, as required by the Financial Security Law of 1 August 2003, and which were applied for the first time this fiscal year,
we bring to your attention the following matters: 

• As described in the Accounting Principles, Polices and Methods note to the Consolidated Financial Statements, your Company
assessed the value of business goodwill based on criteria defined in such Note. We recognise the soundness of the methodolo-
gy used as well as the data, criteria and assumptions retained by your Company for the valuation of this asset. 

• As described in the Accounting Principles, Polices and Methods note to the Consolidated Financial Statements, your Company
assessed the cost of inventory at production cost, and determined the realisable value based on notably their turnover rate. We
recognise the soundness of the methodology used as well as the reasonable character of the assumptions retained by your
Company for the valuation of this asset.
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These assessments were made within the framework of our audit, which focus on the consolidated financial statements as a
whole, and accordingly contributed to the issuance of a clean opinion in the first part of our report. 

3- SPECIFIC VERIFICATIONS

We have also performed, in accordance with professional standards, the specific verifications required by law regarding the infor-
mation in the Group Management Report. We have no comments to make concerning the fairness of the information and its con-
sistency with the consolidated financial statements.

Paris and Lyon, 12 May 2004

The Statutory Auditors

Commissariat Contrôle Audit C.C.A Ernst & Young Audit
Bernard CHABANEL François CARREGA
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PARENT COMPANY BALANCE SHEET (in euros)

ASSETS 31/12/03 31/12/02

Notes Gross Acc. Dep/Amort. Net Net 

& Provisions 

Intangible assets - - - -
Property plant and equipment - - - -
Investments 1 30,626,102 1,226,735   29,399,367 29,197,871

NON-CURRENT ASSETS 30,626,102 1,226,735   29,399,367 29,197,871

Inventory - - - -
Trade receivables - - - -
Other receivables 2 53,334 - 53,334 3,272,448
Marketable securities - - - 234,128
Cash 54 - 54 -

CURRENT ASSETS 53,388 - 53,388 3,506,576

Prepaid expenses 4,181 - 4,181 -
Deferred translation difference - - - -
Deferred charges - - - -

ADJUSTMENT ACCOUNTS - - - -

TOTAL ASSETS 30,683,671 1,226,735   29,456,936 32,704,447

EQUITY AND LIABILITIES Notes 31/12/03 31/12/02

Share capital 12,172,863 12,160,000
Share premium 41,974 -
Reserves 1,255,514 1,255,514
Retained earnings 2 ,634, 278 4,261,505
Financial year net profit 2,204,101 356,773
Regulated provisions

EQUITY 3 18,308,730 18,033,792

Conditional advances - -
Provisions for liabilities and charges 4 - 633,044

PROVISIONS - 633,044

Loans 5 3,760,067 8,887,743
Trade payables 185,233 111,513
Income tax and social security liabilities 692,966 1,834,976
Other liabilities 6 6,509,940 3,203,279

LIABILITIES 11,148,206 14,037,611

Deferred translation difference

EQUITY AND LIABILITIES 29,456,936 32,704,447
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PARENT COMPANY INCOME STATEMENT (in euros)

Notes 31/12/03 31/12/02

FINANCE INCOME
Dividend income from subsidiaries 7 2,024,850 1,570,268       
Other financial income 10,399 250,687   
Capital gains on marketable securities disposal - 81,707   
Reversal of investment writedown provisions 200,000 -

TOTAL FINANCE INCOME 2,235,249        1,902,662       

FINANCE COSTS
Interest and other financial charges (355,876)        (703,434)     
Receivable write-off (200,000) -
Exchange losses - -
Investment writedowns and financial provision charges - (1,426,735)     

TOTAL FINANCE COSTS (555,876)        (2,130,169)     

NET FINANCE INCOME/(COSTS) 1,679,373 (227,507)     

OPERATING LOSS
External charges (415,838)        (207,272)     
Taxes and duties (615)   (401)   
Amortisation, depreciation and provision charges - -
Directors’ fees (38,000)   (32,092)   

OPERATING REVENUES
Other revenues 76,228   239,485

TOTAL OPERATING LOSS (378,225)   (280)   

PROFIT/(LOSS) FROM ORDINARY ACTIVITIES 1,301,148   (227,787)   

EXCEPTIONAL CHARGES
Exceptional operating expenses - (12,950)
Exceptional finance and investment charges - -
Exceptional depreciation, amortisation and provision charges - -

EXCEPTIONAL REVENUES
Exceptional depreciation, amortisation and provision reversals 633,044   214,643   

NET EXCEPTIONAL INCOME 633,044   201,693   

INCOME TAX CREDIT 8 269,909   382,867   

NET PROFIT 2,204,101   356,773   
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NOTES TO THE PARENT COMPANY FINANCIAL STATEMENTS 

The parent company financial statements for the financial year beginning 1 January 2003 and ending 31 December 2003 were
prepared in accordance with the accounting principles, policies and methods of the French Commercial Code. The valuation and
presentation principles, policies and methods applied were consistent with those used in the previous financial year. 

Investments
Investments in unconsolidated company shares are valued at historical cost excluding related costs. 

Realisable value is determined on the basis of either the net assets of the company concerned, corrected as required as a
function of financial prospects for this company’s market value. 

A  provision for writedown is established when the realisable value is less than its book value.

Receivables
Receivables are valued at their nominal value. 
Realisable value is determined as a function of the financial, commercial and technical information available at year-end.

Foreign currency denominated transactions
Revenues and expenses denominated in foreign currency are translated at transaction date exchange rates. 
Receivables and liabilities denominated in foreign currency are translated at the year-end exchange rate. Translation differences
resulting from the difference between the historic rate and the year-end rate are recorded. Unrealised exchange losses are
recorded as a finance cost. 
Bank balances denominated in foreign currency are translated at the year-end exchange rate.

Marketable securities
Marketable securities are valued at the lower of their acquisition cost and net realisable value.

Provisions for liabilities and charges
Provisions for liabilities and charges are established when liabilities and charges have been clearly identified as to their
existence and probability of occurrence. 

Income tax 
Stallergènes has concluded a tax integration scheme with its subsidiary Stallergènes SA. 
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I - ASSETS

NOTE 1 - Investments

Subsidiary shareholdings:

Subsidiary company Number of Shareholdings Book value 
shares N° of shares % (€)

Stallergènes SA 246,786 246,771 99.99% 27,900,431   
Stallergènes Ibérica 1,000 1,000 100.00% 60,101   
SCI Stallergènes 100 99 99.00% 387,122   

Total 28,347,654   

The Company’s investment in DHS was cancelled following the latter’s merger into the Company and allocation to Stallergènes
of Stallergènes SA shares. 
Other investments: 

€ 2,044,558 in Dynavax company shares, was subject to a writedown provision of € 1,226,735 that  reduced their book value
to $US 2.56 per share. The Dynavax company shares were subject to a 3-to-1 combination on 2 February 2004, and were listed
on the Nasdaq (code: DVAX) on 19 February 2004 at a price of $US 8.30 per newly combined share. Stallergènes may dispose
of its shareholdings in Dynavax only after 19 August 2004.
€ 233,890 relating essentially to a € 230,982 loan to Stallergènes Iberica inclusive of capitalisaed interest.

NOTE 2 – Other receivables (due within 1 year)

(€) 31 /12/03 31/12/02

Income tax receivables 53,334 149,004
Intra-Group receivables including interest receivable - 3,123,444
Miscellaneous receivables

Total 53,334 3,272,448

II – EQUITY AND LIABILITIES

NOTE 3 - Equity 

At 31 December 2003, the Company’s share capital amounted to € 12,172,863, comprising 3,203,385 shares with a par value
each of € 3.80. Share capital was increased in 2003 as a result of the exercise of 3,385 subscription options. 

(€) 31/12/02 Options Allocation  Financial year 31/12/03
exercise of net profit net profit

Share capital 12,160,000 12,863 - - 12,172,863
Share premium - 41,974 - - 41,974
Legal reserves 1,219,592 - - - 1,219,592
Regulated reserves 35,922 - - - 35,922
Retained earnings 4,261,505 - (1,627,227) - 2,634,278
Net profit 356,773 - (356,773) 2,204,101 2,204,101

Equity 18,033,792 54,837 (1,984,000) 2,204,101 18,308,730

Cash dividend distribution: 1,984,000
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Subscription options 

At 31 December 2003, there were 212,415 share subscription options issued that were previously authorised by the General
Meeting and allocated by the Board of Directors, including 156,415 that are theoretically exercisable in 2004. 

NOTE 4 – Deferred tax provision

Deferred tax arises from the tax savings from the tax integration scheme (See Note 8) relating to the tax loss realised at DHS. In
2003 this company was merged into Stallergènes SA, and accordingly its balance became nil. 

Impact of change 

(€) 31/12/02 Charge Utilisation Other 31/12/03 (charge less reversal)

reversal reversal Operating Financial Except. 

Total 633,044 - - 633,044 - - - 633,044

NOTE 5 – Borrowings 

(€) Purpose Within 1 to 5  After 31/12/03

Financial institution 1 year years 5 years

Consortium "FFR 100 million" DHS acquisition 1,877,028 1,877,029 - 3,754,057
Bank overdrafts 6,010 - - 6,010   

Total 1,883,038   1,877,029 -  3,760,067

NOTE 6 – Other liabilities 

(€) 31/12/03 31/12/02 

Intra-Group payables including interest payable 6,466,799 3,162,030
Charges payable 43,141 41,349

Total 6,509,940 3,203,379

III – INCOME STATEMENT

NOTE 7 – Dividend income from subsidiaries

(€) 2003 2002

Dividends received from Stallergènes SA subsidiary 2,024,850 1,570,268

Total 2,024,850 1,570,268
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NOTE 8 – Income tax credit
The income tax credit amount corresponds to the difference between the amount of tax due by the parent company following the
application of the tax integration group scheme and the income tax charge arising from the taxable income of the Stallergènes
SA subsidiary based on the following calculations:  

(€) Stallergènes SA Group scheme Stallergènes

income tax income tax income tax credit

33.33% tax 3,711,994 3,440,794 271,200  
6% contribution 111,360 103,224 8,136  
3.3% contribution 97,317 88,367 8,950  
Research tax credit (361,000 ) (361,000) -       
Real estate tax - 18,377 (18,377) 

Total 3,559,671 3,289,762  269,909 

IV – OTHER INFORMATION

NOTE 9 – Remuneration of directors and executive officers

• Group executive officers did not receive any remuneration from the parent company.

• Directors’ fees of € 38 thousand were provided in respect of 2003.

NOTE 10 – Off-Balance Sheet commitments 

• Stallergènes SA shares have been the subject since 30 September 1999 of a 100% pledge for the benefit of a Banking
Consortium comprising Société Générale, Neuflize Schlumberger Mallet Demachy bank and Banque de Baecque Beau as
guarantee for the FFR 100 million loan (see Note 5).
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STATUTORY AUDITORS’ REPORT 
ON THE PARENT COMPANY FINANCIAL STATEMENTS  

Dear Shareholders,

In compliance with the assignment entrusted to us by your Annual General Meeting, we hereby report to you for the financial
year ended 31 December 2003, on:
- the audit of the accompanying parent company financial statements of the Stallergènes company, 
- the justification of our assessments,
- the specific verifications and information required by law.

The parent company financial statements have been prepared by the Board of Directors. Our role is to express an opinion on
these financial statements based on our audit.

1- BASIS OF OPINION

We conducted our audit in accordance with accepted professional standards in France. These standards require that we plan and
perform the audit to obtain reasonable assurance as to whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and the significant estimates made by management, as well as evalua-
ting the overall adequacy of the presentation of information in the financial statements. We believe our audit provides a reaso-
nable basis for our opinion.

In our opinion, the parent company financial statements give a true and fair view of the financial position, assets and liabilities,
and net profit for the financial year then ended.

2- JUSTIFICATION OF ASSESSMENTS

Pursuant to the application of the provisions of Section 1 of Article L. 225-235, 1st paragraph of the Commercial Code relative to
the justification of our assessments, as required by the Financial Security Law of 1 August 2003, and which were applied for the
first time this fiscal year, we bring to your attention the following matters: 

As described in the Accounting Principles, Polices and Methods note to the Consolidated Financial Statements, your Company
writes down the value of its investments where the realisable value, as described in the Notes, or market value are lower than
the carrying value. We recognise the soundness of the methodology used as well as the data, criteria and assumptions retained
by your Company for the valuation of this asset.

These assessments were made within the framework of our audit, which focus on the consolidated financial statements as a
whole, and accordingly contributed to the issuance of a clean opinion in the first part of our report. 

3- SPECIFIC VERIFICATIONS AND INFORMATION

We have also performed, in accordance with professional standards in France, the specific verifications required by law.
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We have no comments to make concerning the fairness of the information given in the Management Report and in the documents
addressed to shareholders regarding the financial situation and financial statements of the Company, and its consistency with
the parent company financial statements.

In accordance with the law, we have assured ourselves that the various information relating to the identity of the holders of share
capital and voting rights is contained in the Management Report. 

Paris and Lyon, 12 May 2004

The Statutory Auditors

Commissariat Contrôle Audit Ernst & Young Audit
Bernard CHABANEL François CARREGA
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STATUTORY AUDITORS’ SPECIAL REPORT ON REGULATED AGREEMENTS 

Dear shareholders,

As Statutory Auditors, we hereby present to you our report on the regulated agreements.

Agreements authorised during the 2003 financial year

Pursuant to Article L. 225-40 of the Commercial Code, we wish to inform you that we have been made aware of the existence of
the following agreements that had received prior authorization from your Board of Directors.

It is not within our mandate to conduct a search in order to determine the potential existence of such agreements but to commu-
nicate to you, on the basis of information provided to us, the key details and terms and conditions of those agreements of which
we have been made aware, without having to pronounce on their usefulness or propriety. It is your responsibility, pursuant to
the provisions of Article 92 of the Decree of 23 March 1967, to appreciate all matters concerning the conclusion of such agree-
ments, before your decision to approve them

We have performed our work in accordance with applicable professional standards in France. These standards require that will
carry out diligence procedures in order to verify that the information provided to us agrees with the source documents from
which it arises. 

Loan agreement with the Stallergènes Ibérica company

The Board of Directors at their meeting of 18 March 2003 authorised your Company to grant an increase of € 200,000 in the
Participating loan to the Stallergènes Ibérica company, effective from 15 July 2003.

This same meeting authorised your Company to agree to a waiver of a receivable in the same amount as the above loan effec-
tive from the same date. 

Director concerned: Albert SAPORTA.

Agreements authorised in previous fiscal years whose execution 
continued during the 2003 financial year

In addition, pursuant to the Decree of 23 March 1967, we have been informed of the continuing execution in 2003 of the follo-
wing agreements that were approved in previous financial years.

1) Assistance agreement with Wendel Investissement company

The Wendel Investissement company provides assistance in the following matters: fiscal and administrative management, legal
and regulatory publications, financial advertising, the proper acting as agent and manager of the shareholders’ registry and the
centralisation of the financial service regarding the issue of shares, previous and pending. 

Amount of expenses billed to your Company for the 2003 financial year. . . . . . . . . . . . . . . . . . . . € 97,168 ex-VAT
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2) Treasury agreement with all subsidiaries

Your Board of Directors meeting on 24 September 2003 authorised a treasury framework agreement designating your Company
as an exclusive intermediary in order to financially support the other companies of the Group and to collect all excess treasury
flows that may arise. 

Treasury advances made your Company its subsidiaries carry an interest rate of EONIA-0.75%, while treasury advances received
your Company by its subsidiaries carry an interest rate of EONIA+0.75%. 

Total interest billed:

- by your Company to: Stallergènes Italia SRL  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .€ 4,100

- to your Company by: Stallergènes SA . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .€ 105,622 
SCI Stallergènes Antony         . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . € 8,045
Stallergènes GmbH & CoKg  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . € 14,900 

3) Loan agreement with the Stallergènes Ibérica company

Your Company confirmed its financial support of its Spanish subsidiary by providing it with a € 225,000 loan carrying an interest
rate of MIBOR + 1%.
Interest billed by your Company in 2003  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .€ 6,299

4) Tax integration agreement with Stallergènes SA

The Tax Integration Agreement prescribed by Articles 223 A and subsequent of the General Income Tax Code continued in 2003
in accordance with the same conditions of the previous year, by maintaining your Company as head of the Tax Group and by
placing the Stallergènes SA company in its own situation in the absence of tax integration.

Paris and Lyon, 12 May 2004

The Statutory Auditors

Commissariat Contrôle Audit Ernst & Young Audit
Bernard CHABANEL François CARREGA
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