
FINANCIAL REVIEW 2006 

 

1. BUSINESS PERFORMANCE REVIEW1 
 
UCB is pleased to report its performance for the year ended 31 December 2006 in accordance with the International 
Financial Reporting Standards.  UCB continued to build a global biopharmaceutical leader focused on targeted specialist 
areas by divesting further its non-core activities and by the acquisition of a majority stake in German-based 
pharmaceutical company SCHWARZ PHARMA. 
 
Key Highlights 

• Revenue increased by 8% (or +9% at constant exchange rates) to 2 523 million euro (2005: 2 341 million euro), 
driven by strong net sales and substantial royalty income contribution. Excluding the impact of divested products, 
revenue would have increased 11% (or +12% at constant exchange rates).  

• Net sales increased by 7% (or +8% at constant exchange rates) to 2 188 million euro (2005: 2 043 million 
euro), primarily driven by UCB’s core products: Keppra®, Zyrtec® and Xyzal®.  

• Strong Keppra® performance, with sales of 761 million euro increasing by 36% (+37% at constant exchange 
rates), strengthening market leadership in the U.S.A. and expected to further benefit from a positive momentum 
thanks to rich flow of new epilepsy indication approvals. 

• Solid allergy sales of 704 million euro up by 2% (or +4% at constant exchange rates) with Zyrtec® continuing to 
grow in the U.S.A., and steady performance of Xyzal® more than compensating the Zyrtec® decline in Europe. 

• Continued substantial investments in R&D of 615 million euro, rising 21%, focused primarily on various 
indications of Cimzia™, the Keppra® successors and oncology. 

• Recurring EBITA of 511 million euro, including a 24 million euro upfront fee from Biogen-IDEC for CDP-323, 
increasing 8% (or +9% at constant exchange rates) from 475 million euro in 2005. 

• Recurring EBIT of 475 million euro increasing 9% (or +10% at constant exchange rates) from 437 million euro in 
2005. 

• Profit from continuing operations increased by 36% to 367 million euro, including 90 million euro after-tax capital 
gains realised on the sale of non-core business (Bioproducts) and products (Delsym®, Corifeo® rights, 
Gastrocrom®), 30 million euro after-tax other non-recurring charges and 11 million euro after-tax one-off 
acquisition related financial expenses. 

• On a like-for-like basis (excluding divested activities in Bioproducts, Delsym®, Corifeo® rights and Gastrocrom®), 
both net sales and revenue in 2006 would have increased by 11% (or +12% at constant exchange rates) and 
recurring EBIT would have been higher by 18% (or +20% at constant exchange rates). 

• On a like-for-like basis and stripping the after-tax impact of non-recurring items, the Biogen-IDEC upfront and 
one-off acquisition related financial expenses, 2006 profit from continuing operations would have increased 13% 
(or +14% at constant exchange rates) from 261 million euro in 2005 to 295 million euro. 

 
1.1 Changes in scope 

UCB pursued its transformation towards becoming a biopharmaceutical leader by announcing on 25 September its 
intention to launch an offer and by launching on 10 November 2006 a public tender offering on all the outstanding 
shares of Schwarz Pharma.  At the closing of the exchange offering period on 28 December 2006, UCB possessed 
86.8% of all outstanding Schwarz Pharma shares on a diluted basis.  UCB has therefore consolidated the balance 
sheet of the Schwarz Pharma Group as at 31 December 2006.  The results of the Schwarz Pharma group of 
companies will be fully consolidated as from 1 January 2007 onwards. 

In parallel UCB continued the streamlining of its portfolio by divesting non-core activities or products such as 
Bioproducts, Delsym®, Corifeo® rights or Gastrocrom®. To enable a better comparison, some of the numbers in this 
Financial Review will be presented excluding divested products. 

As a result of the divestment of the remaining activities in Surface Specialties in February 2005, UCB reports their 
financial performance as part of the profit from discontinued operations for both financial years 2005 and 2006.  
 
1.2  Other 2006 key events 

There have been a number of key events that have affected or will affect UCB financially: 

Agreements 

⋅ US levocetirizine (Xyzal®) agreement with Sepracor: In February 2006, UCB and Sepracor Inc entered 
into a licensing agreement relating to the antihistamine levocetirizine. Under this agreement, Sepracor has 
exclusively licensed to UCB all of Sepracor’s patents and patent applications in the U.S.A. regarding 
levocetirizine and royalties will be payable to Sepracor on U.S. sales of levocetirizine products. 

⋅ Xyzal® agreement with sanofi-aventis in U.S.A.: In September 2006, UCB and sanofi-aventis entered 
into an agreement to co-promote in the U.S.A. the prescription antihistamine medicine, Xyzal® 
(levocetirizine dihydrochloride). Under the terms of the agreement, sanofi-aventis will (i) co-promote Xyzal® 
with UCB in the U.S.A; (ii) book the sales; (iii) make an upfront payment to UCB and milestone payments at 
certain stages in the development and commercialisation of the drug, associated with regulatory approvals 
and sales milestones. Profits will be shared between sanofi-aventis and UCB. 

                                                 
1  Due to roundings, some financial data may not apparently add-up in the tables included in this Management Report 

of the Board of Directors. 
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⋅ Epratuzumab agreement with Immunomedics: In May 2006, UCB and Immunomedics Inc signed a 
worldwide development, collaboration and license agreement for epratuzumab. The agreement grants UCB 
the exclusive worldwide rights to develop, market and sell epratuzumab for all auto-immune disease 
indications. The most advanced programme is for the treatment of Systemic Lupus Erythematosus (SLE). 

⋅ Xyrem® agreement with Jazz Pharmaceuticals: In June 2006, Jazz Pharmaceuticals Inc. granted UCB 
an exclusive license to distribute any of its products containing sodium oxybate as an active ingredient under 
the trademark Xyrem® in most of Europe and certain other countries. In October 2006, the parties extended 
the licence to additional countries and to the commercialisation of Xyrem® for the treatment of the 
fibromyalgia syndrome if and when Xyrem® is approved for this indication. 

⋅ Twinject® agreement with Verus Pharmaceuticals: In August 2006, UCB and Verus Pharmaceuticals 
Inc. entered into an exclusive license to distribute Twinject® in Europe. Twinject® is an epinephrine auto-
injector indicated for the emergency treatment of severe allergies. UCB has an option to commercialise the 
licensed product in any other country of the world, except for the U.S.A. and Canada.  The agreement 
expires on a country-by-country basis on the later of the last valid patent claim related to the licensed 
product and ten years from the date of the agreement. 

⋅ CDP323 agreement with Biogen IDEC: In October 2006 UCB and Biogen IDEC entered into a global 
collaboration agreement to jointly develop and commercialise CDP323 for the treatment of relapsing-
remitting multiple sclerosis (MS) and other potential indications. Under the terms of the agreement, UCB 
received an upfront payment of 30 million U.S. dollar and is entitled to additional payments for development 
and commercial milestones. Furthermore, Biogen IDEC will contribute significantly to clinical costs for Phase 
II and Phase III studies. All commercialisation costs and profits will be shared equally. 

Transactions 

⋅ Sale of Bioproducts to Lonza: In January 2006, UCB sold its Bioproducts Manufacturing Division, located 
in Belgium, to Lonza AG of Switzerland. The sale was substantially completed on 28 February 2006. This 
division, active in chemical peptide manufacturing, employed approximately 300 people. The total 
consideration received at Closing for the sale of the division amounted to 120 million euro and was later 
adjusted in favour of UCB to reflect customary working capital adjustments. 

⋅ Sale of Gastrocrom® to Azur Pharma: In January 2006, UCB sold the U.S. rights of its mastocytosis 
treatment Gastrocrom® to the closely held company Azur Pharma. Mastocytosis is caused by an excess of 
so-called mast cells, which normally help the body’s immune system defend tissue from disease.  

⋅ Return of Corifeo® rights to Recordati: In April 2006, UCB reached an agreement with Recordati to 
transfer back the sales and marketing rights in Germany of Corifeo®, an antihypertensive calcium channel 
blocker, for a payment to UCB of 10 million euro. 

⋅ Sale of Delsym® to Adams Respiratory Therapeutics: In May 2006, UCB signed an agreement with 
Adams Respiratory Therapeutics Inc. to sell Delsym®, an over-the-counter 12-hour liquid cough suppressant. 
In addition, the two companies have entered into a separate agreement for the licensing of the 12-hour 
liquid technology. 

Regulatory Approvals/Filings 
⋅ Equasym™ XL (extended release formulation - Equasym™ Retard) approval in Finland: In February 

2006, the National Agency for Medicine in Finland has approved the marketing of Equasym™ XL for the 
treatment of attention deficit hyperactivity disorder. 

⋅ Cimzia™ BLA submission in U.S.A.: In February 2006, UCB submitted a Biologics License Application 
(BLA) to the United States Food and Drug Administration (FDA) for the approval of Cimzia™ for the 
treatment of patients with Crohn’s Disease. 

⋅ Keppra® Intravenous administration European approval: In April 2006, UCB received from the 
European Commission the approval for the use of Keppra® as an adjunctive therapy in the treatment of 
partial onset seizures with or without secondary generalisation in adults and children four years and older 
with epilepsy. 

⋅ Submission to the EMEA of a Marketing Authorisation Approval for Cimzia™: In April 2006, UCB 
submitted a Marketing Authorisation Application (MAA) to the European Medicines Agency (EMEA) for the 
approval of Cimzia™ for the treatment of patients with Crohn’s disease. 

⋅ Keppra® European approval in Juvenile Myoclonic Epilepsy: In May 2006, the European Commission 
approved the use of Keppra® as adjunctive therapy in the treatment of myoclonic seizures in adults and 
adolescents 12 years of age and older with Juvenile Myoclonic Epilepsy. 

⋅ Regulatory filings to FDA & EMEA for Keppra® in Primary Generalised Tonic-Clonic Seizures: In 
May 2006, UCB has filed a variation application with the EMEA and a supplemental new drug application with 
the U.S. Food and Drug Administration for the use of Keppra® as adjunctive therapy in the treatment of 
primary generalised tonic-clonic seizures in adults and children from four years of age with idiopathic 
generalised epilepsy. 

⋅ Equasym™ XL Mutual Recognition Procedure: In May 2006, UCB announced it had successfully 
completed the European Mutual Recognition Procedure for Equasym™ XL for use in the treatment of the 
symptoms of attention deficit hyperactivity disorders with the U.K. acting as the Reference Member State. 

⋅ Keppra® approval in Korea: in July 2006, the Korean Food & Drug Administration has approved Keppra® 
as adjunctive therapy in the treatment of partial onset seizures with or without secondary generalisation in 
adults with epilepsy. 

⋅ Keppra® Intravenous administration approval in the U.S.A.: In August 2006, UCB announced the 
receipt of the approval letter from the FDA for the intravenous formulation of Keppra® in the U.S.A. 

⋅ Keppra® European approval in monotherapy: In August 2006, UCB announced that newly diagnosed 
epilepsy patients in Europe with partial onset seizures can benefit from first-line treatment with Keppra®. 
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⋅ Keppra® FDA approval in Juvenile Myoclonic Epilepsy: In August 2006, the FDA approved the use of 
Keppra® as adjunctive therapy in the treatment of myoclonic seizures in adults and adolescents 12 years of 
age and older with Juvenile Myoclonic Epilepsy. 

⋅ Xyzal® NDA submission to FDA: In August 2006, UCB announced the submission of a New Drug 
Application to the U.S. Regulatory Authority (FDA) for the approval of Xyzal®, a prescription anti-histamine 
for the treatment of allergy symptoms, in Seasonal Allergic Rhinitis, Perennial Allergic Rhinitis and Chronic 
Idiopathic Urticaria. 

⋅ Zyrtec® paediatric filing in Japan: In October 2006, Zyrtec® for paediatric use has been filed with the 
Japanese regulatory authorities. 

⋅ Keppra® approval in China: In November 2006, Keppra® has been approved in China as adjunctive 
therapy in the treatment of partial onset seizures in adults and children aged four years and older. 

⋅ Positive EMEA opinion on Keppra® in Primary Generalised Tonic-Clonic Seizures: In November 
2006, the EMEA has issued a positive opinion recommending the European Commission to grant a marketing 
authorisation for Keppra® as adjunctive therapy in the treatment of primary generalised tonic-clonic seizures 
in adults and adolescents from 12 years of age with idiopathic generalised epilepsy. 

⋅ Complete Response Letter from FDA on Cimzia™’s BLA: In December 2006, UCB has received a 
Complete Response Letter from the United States Food and Drug Administration requesting additional 
information and clarification on data submitted in its Biologics License Application for the approval of 
Cimzia™ in Crohn’s disease. 

Pipeline progress 

⋅ Cimzia™ significantly positive results in Psoriasis: In July 2006, UCB announced significant positive 
results from the first study to evaluate the efficacy and safety of Cimzia™ in the treatment of patients with 
moderate to severe psoriasis. 

⋅ Positive phase II results in brivaracetam: In September 2006, UCB announced positive phase II results 
in brivaracetam setting the new standard for epilepsy treatment beyond Keppra®. 

⋅ Positive phase II results in seletracetam: In September 2006, UCB announced positive results of the 
first phase II trial with seletracetam showing potent efficacy in very refractory epilepsy patients. 

⋅ Pre-clinical progress on Amgen-partnered sclerostin: In September 2006, UCB announced progress in 
pre-clinical on sclerostin antibody for the treatment of osteoporosis, partnered with Amgen. 

⋅ Keppra® XR phase III enrolment: In September 2006, UCB announced enrolment in a phase III clinical 
trial with Keppra® XR with results expected in the fourth quarter of 2007. 

⋅ Cimzia™ efficacy in patients previously treated with infliximab: In October 2006, UCB announced a 
new post hoc analysis of the PRECiSE 2 clinical trial programme for Cimzia™ demonstrating that remission 
and response was maintained in moderate to severe Crohn’s disease, regardless of whether or not they had 
been previously treated with infliximab. 

⋅ Cimzia™ maintained remission and response in onset Crohn’s disease: In October 2006, UCB 
announced a new post hoc analysis of the PRECiSE 2 clinical trial programme for Cimzia™ demonstrating that 
remission and response was maintained in moderate to severe Crohn’s disease, irrespective of disease 
duration. 

⋅ Positive Cimzia™ phase III studies in rheumatoid arthritis: In December 2006, UCB announced 
positive topline results for signs and symptoms from two new phase III studies for Cimzia™ in the treatment 
of rheumatoid arthritis. 

 
1.3 Events after the balance sheet date 

⋅ Sale of the Over-The-Counter Business of UCB in France, Benelux, Switzerland and Greece: In 
January 2007, Pierre Fabre, a pharmaceutical leader in the European Over-The-Counter (OTC) market, acquired 
the OTC business of UCB in France, the Benelux, Switzerland and Greece. 

⋅ CDP791 agreement termination with ImClone: In February 2007, UCB and ImClone agreed to terminate 
their CDP791 development agreement. UCB will enjoy freedom to operate rights globally to ImClone’s 
intellectual property pertaining to vascular endothelial growth factor receptor-2 in exchange for a royalty on 
future sales of CDP791, an oncology compound. 

 
1.4 Foreign currency impact 

Given the global reach of UCB’s activities, its financial results are sensitive to fluctuations in foreign currencies. The 
main currencies affecting UCB’s financial performance are the U.S. dollar (USD), Japanese yen (JPY), GB pound (GBP) 
and Swiss franc (CHF). The following table summarises the average rates used in converting UCB’s revenue and 
expenses to euro: 

Equivalent 
for 1 euro 

Average exchange 
rate 2006 

Average exchange 
rate 2005 

Increase/ 
(Decrease) 

Closing exchange 
rate 2006 

U.S. dollar 1.255 1.242 -1.0% 1.317 
GB pound 0.682 0.684 0.3% 0.671 
Swiss franc 1.573 1.548 -1.6% 1.607 
Japanese yen 145.9 136.8 -6.3% 156.6 
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It is UCB’s policy to continuously hedge the cash flows in the main invoicing currencies in order to limit the negative 
impact on results and cash flows of currency fluctuations. In view of the Schwarz Pharma acquisition, UCB has 
extended the hedging period and now hedges its transactional operations for a period up to 18 months. 
 
1.5  Segments 

During 2005, UCB operated globally on the basis of two business segments, being Biopharmaceuticals and Surface 
Specialties. Due to the divestiture of all activities of its Surface Specialties business segment in the course of 2004 
(Specialty Films) and 2005 (Specialty Chemicals), UCB’s management has reviewed its internal reporting and adapted 
its segment reporting accordingly. In 2005, the financial performance of the Surface Specialties business segment 
was presented under “Discontinued Operations”. 

Following this re-assessment of its segment reporting, UCB’s primary reporting segment as of 1 January 2006 is 
based on its three main geographical areas, namely the U.S.A., Europe and Rest of World (including Japan and 
Emerging Markets).  

UCB’s activities are composed of one business segment: biopharmaceuticals.  There are no other significant classes of 
business, either singularly or in aggregate. 

 

2. INCOME STATEMENT2 

2.1.  Foreword 

Recurring operating profit: In view of the many transactions and decisions of a one-time nature that are impacting 
UCB’s results, the impact of those “non-recurring” items is shown separately. Besides EBIT (earnings before interest 
and taxes or operating profit), a line for “recurring EBIT” (REBIT or recurring operating profit), reflecting the ongoing 
profitability of the biopharmaceutical activities, has been included. The recurring EBIT is equal to the line “Operating 
profit before impairment, restructuring and other income and expenses” reported in the consolidated financial 
statements. 

Profit from continuing operations before one-off items: In view of the many transactions and decisions of a 
one-time nature that are impacting UCB’s results for both years under review, the impact of “non-recurring” items 
and “one-off financial items” will be highlighted separately. For like-for-like comparison purposes, a line with “Profit 
from continuing operations before one-off items”, reflecting the ongoing after-tax profitability of the 
biopharmaceutical activities, has been included. The Profit from continuing operations before one-off items is equal to 
the line “Profit from continuing operations” reported in the consolidated financial statements, adjusted for the after-
tax impact of non-recurring items and one-off financial items. 

Profit from continuing operations on a like-for-like basis: Considering the streamlining of UCB’s product 
portfolio, on-going profitability numbers have been included on a like-for-like basis, i.e. excluding from both years 
under review, the contribution of divested products (Bioproducts, Delsym®, Corifeo® rights, Gastrocrom®). 

Pro Forma financial information: Further to the acquisition of a majority stake in Schwarz Pharma at the end of 
December 2006, the balance sheet of Schwarz Pharma has been reflected in the UCB consolidated balance sheet, 
whereas the Schwarz Pharma contribution to the income statement will only start as of 1 January 2007. In order to 
provide the reader with a comparable basis, selected Pro Forma financial information of the combined group for the 
full years 2006 and 2005, similar to the information published in the Offer Document, has been added to this 
Management Report. 
 
2.2 Net sales by product  

Net sales increased by 7% from 2 043 million euro to 2 188 million euro. The negative currency impact amounts to 
25 million euro for the year, mainly as a result of the decline in the US dollar (-1.0%) and Japanese yen (-6.3%). At 
constant exchange rates, net sales increased by 8%. 

Net sales at constant perimeter, i.e. excluding sales of the divested Bioproducts, Delsym®, Corifeo® rights and 
Gastrocrom®, would have increased by 11% (or +12% at constant exchange rates). 

The following products contributed to the 7% growth in sales (or +8% at constant exchange rates): 

⋅ Keppra®: Net sales of Keppra® (levetiracetam) rose by 201 million euro or 36% (+37% at constant exchange 
rates) from 560 million euro in 2005 to 761 million euro, thanks to its golden standard status and the new 
regulatory filings which have enhanced the momentum (intravenous launch in the U.S.A. and Europe, 1 gram 
launch, Juvenile Myoclonic approval, monotherapy approval for Europe, Korea and China approvals). Solid 
performance was experienced in all regions: U.S.A. (+37% at constant exchange rates to 482 million euro), 
Europe (+34% at constant exchange rates to 251 million euro) and Emerging Markets (+68% at constant 
exchange rates to 27 million euro). Keppra® reinforced its U.S. leadership position in value in the new anti-
epileptic market. In Europe, Keppra® is becoming market leader.  

 

                                                 
2  Due to roundings, some financial data may not apparently add-up in the tables included in this Management Report of 

the Board of Directors. 
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Actual Actual

2006 2005
million EUR % million EUR %

Keppra® 761 560 201 36% 206 37%
Zyrtec® (including Zyrtec-D®/Cirrus®) 561 562 (1) (0%) 11 2%
Xyzal® 143 126 17 13% 17 13%
Allergy franchise 704 688 16 2% 28 4%
Tussionex® 105 108 (3) (3%) (2) (2%)
Nootropil® 99 103 (4) (4%) (3) (3%)
Metadate™ CD/Equasym™ XL 68 51 18 35% 18 36%
Atarax® 54 49 5 11% 5 11%
Peptides 2 46 (43) (95%) (43) (95%)
Delsym® 22 31 (10) (31%) (9) (30%)
BUP-4™ 20 28 (8) (28%) (7) (24%)
Lortab™ 20 20 (0) (0%) 0 1%
Other products 332 358 (26) (7%) (23) (6%)

UCB reported net sales 2 188 2 043 145 7% 170 8%

U.S.A. 1 003 895 108 12% 118 13%

Europe 826 786 40 5% 42 5%

Japan 195 230 (36) (15%) (23) (10%)

Emerging Markets 164 132 32 24% 32 25%

UCB net sales at constant perimeter (1) 2 158 1 942 215 11% 240 12%

(1) excluding Bioproducts, Delsym, Corifeo and Gastrocrom rights

At real rates At constant rates

2006 / 2005 variance
million EUR

 
⋅ Xyzal®: Net sales of Xyzal® (levocetirizine) continued their steady growth in the antihistamine market from 126 

million euro in 2005 to 143 million euro in 2006, or 13% increase both at real and constant exchange rates. The 
growth in Europe of 9% (or +10% at constant exchange rates) to 124 million euro off-sets the decline in Zyrtec® 
net sales. Xyzal® is ahead of competition in 10 European countries with, at the end of 2006, a combined share of 
the European antihistamine market in the main 5 European countries of 13.4% (based on the number of 
treatment days). Penetration in Emerging Markets improved with Xyzal® net sales increasing by 44% to 19 
million euro. 

⋅ Zyrtec®: Net sales of Zyrtec® (cetirizine), including the decongestant form (Cirrus® or Zyrtec-D®), decreased 
by 1 million euro or 0% variance from 562 million euro to 561 million euro, reflecting sustained growth in the 
U.S.A. and Emerging Markets, compensating for the particularly weak pollen season in Japan as well as the 
further erosion in Europe due to generic competition, reimbursement reforms and the conversion to Xyzal®. 
Zyrtec® net sales reported by UCB for the U.S.A. reflect UCB’s portion of the gross profit realised by Pfizer and 
UCB as well as the sales of bulk cetirizine to Pfizer or 273 million euro in total for 2006. The total U.S. net sales 
of Zyrtec® and Zyrtec-D® increased by 15% from 1 362 million U.S. dollar to 1 568 million U.S. dollar. Zyrtec® 
has strengthened its U.S. market leadership reaching a market share of 34.0% at the end of December 2006 
(based on the number of treatment days). The 10% growth of Xyzal® from 113 million to 124 million euro 
slightly more than compensated for the decrease in Zyrtec® and Cirrus® net sales from 110 million euro to 100 
million euro. In Japan, the entire antihistamine market decreased in 2006 with a below-average pollen season 
following an exceptionally severe pollen season in 2005. The combined Zyrtec® market share achieved by our co-
distributors, Dai-Ichi and GSK Japan, reached 10.1% by the end of 2006 (on the basis of the number of 
treatment days) or slightly below the market leader. This resulted in a decrease of 17% (or –12% at constant 
exchange rate) in Zyrtec® net sales in Japan from 166 million euro to 138 million euro. 

⋅ Allergy franchise: Given the extended growth of Xyzal®, the sustained Zyrtec® performance in the U.S.A. and 
Emerging Markets, and despite a decline in Japan and further losses of Zyrtec® in Europe, net sales for the total 
Allergy franchise increased by 2% (or +4% at constant exchange rates) year-over-year from 688 million euro to 
704 million euro. On the basis of the number of treatment days, the market share of UCB’s allergy franchise at 
the end of 2006 amounted to 34.0% in the U.S.A., 18.9% in Europe and 10.1% in Japan. 

⋅ Tussionex®: Net sales of Tussionex®, an antitussive product sold in the U.S.A. only, reached 105 million euro in 
2006, down by 3 million euro or -3% compared to 2005 (or -2% at constant exchange rates), due to the very 
mild a cough and cold season in the first quarter of 2006. The U.S. market share at the end of 2006 reached 
more than 46%. 

⋅ Metadate™ CD/Equasym™ XL: Net sales of this attention deficit hyperactivity disorder (ADHD) treatment 
amounted to 68 million euro in 2006 up by 35% in comparison to 2005 (or +36% at constant exchange rates). 
This product is sold under the trademark Metadate™ CD in the U.S.A. (63 million euro or +30% growth at 
constant exchange rates, due to new dosage forms and market share gains) and Equasym™ XL in Europe (5 
million euro further to multi-country launches). 
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⋅ Other products: Other products net sales have dropped 14% from 635 million euro to 549 million euro. Main 
contributors to net sales include Nootropil® (piracetam), a cognitive enhancer, with slightly declining net sales of 
99 million euro (from 103 million euro), Atarax® (hydroxyzine), a tranquilizer with 54 million euro of sales 
growing year-over-year by 11%, and divested products such as peptides (Bioproducts: divested in February 
2006, -43 million euro), Delsym® (anti-tussive, divested in May 2006, -10 million euro) or Corifeo® and 
Gastrocrom® (divested respectively in April and January 2006). Mature products are holding-up with Lortab™ 
(painkiller) net sales still at 20 million euro but BUP-4™ (urinary incontinence - Japan) down to 20 million euro 
from 28 million euro, due to new generic competition. Excluding the impact of divested products, other products 
would have decreased 2% from 334 million euro to 326 million euro. 

2006
Net sales

Zyrtec
25%

Xyzal
7%

Tussionex
5%

Other 
products

21%

Keppra
35%

Metadate 
CD/Equasym

3%

Nootropil
5%

2005
Net sales

Keppra
27%

Zyrtec
29%

Xyzal
6%

Tussionex
5%

Other 
products

26%

Metadate 
CD/Equasym

3%

Nootropil
5%

 
 2 188 million euro 2 043 million euro 

Keppra® net sales, at 761 million euro in 2006, represented a growing portion of total net sales with 35% compared 
to 27% in 2005. Allergy franchise (including Zyrtec® and Xyzal®), with net sales of 704 million euro in 2006, 
accounted for 32% of total net sales, down from 34% in 2005. All other products, accounting for 723 million euro of 
net sales, represented 33% of total net sales in 2006 compared to 39% the year before due partly to the divestiture 
of several products. 
 
2.3 Net sales by geographical area  

All geographical areas, except Japan, contributed to the 7% growth in 2006 compared to 2005 (or +8% at constant 
exchange rates): 

⋅ U.S.A.: Net sales reported by UCB on the North American market were for the first time over 1 billion euro. 
Net sales amounted to 1 003 million euro in 2006 (or 1 258 million U.S. dollar) up by 12% from the year 
before (or +13% at constant exchange rates) despite the negative impact of divested products. Excluding 
divested products (Bioproducts peptides, Delsym®, Gastrocrom®), net sales growth would have been 21% at 
constant exchange rates. Keppra® net sales continued their steady growth and accounted for 482 million 
euro (or 605 million U.S. dollar) in 2006, up by 37% year-over-year at constant exchange rates. Allergy 
sales for the U.S.A. reflect the share of the gross profit generated on Zyrtec® and Zyrtec-D® by the 
Pfizer/UCB co-promotion as well as the sales of cetirizine active ingredient to Pfizer. Given the net sales 
(including the Caribbeans) realised by Pfizer and UCB amounted to 1 568 million U.S. dollar in 2006 (or 
1 250 million euro), UCB recorded its 25% share of the co-promotion gross profit or approximately 21% of 
net sales, i.e. 265 million euro, in addition to the 8 million sales of the bulk cetirizine, totalling 273 million 
euro for 2006, up by 13% compared to 2005 at constant exchange rates. As a result of the mild cough & 
cold season in the first quarter of 2006, Tussionex® net sales decreased 2% at constant exchange rates from 
108 million euro in 2005 to 105 million euro in 2006. The attention deficit hyperactive deficit drug 
Metadate™ CD benefited from focused promotion and new dosage forms, resulting in net sales growing 30% 
at constant exchange rates to 63 million euro. The net sales of other products amounted to 79 million euro, 
a decrease of 58 million euro in comparison to 2005, incorporating the negative 52 million euro impact of 
divested products.  

⋅ Europe: Net sales for Europe totalled 826 million euro in 2006 up by 5% compared to 2005 at both real and 
constant exchange rates. Excluding divested products (Corifeo®, Bioproducts peptides), net sales would have 
increased by 10% at constant exchange rates. Keppra® net sales represented 251 million euro, an increase 
of 34% compared to the same period the year before at both real and constant exchange rates. The 10% 
growth of Xyzal® from 113 million to 124 million euro slightly more than compensated for the decrease in 
Zyrtec® and Cirrus® net sales from 110 million euro to 100 million euro. Nootropil® still accounted for 73 
million euro of European net sales, showing a 5% decrease as a result of price erosion. All other products 
contributed 279 million euro to the European net sales, a reduction of 20 million euro versus last year, of 
which 17 million euro resulting from the impact of divested products.  
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Actual Actual

2006 2005
million EUR % million EUR %

U.S.A.

Keppra® 482 356 126 35% 131 37%

Zyrtec® (including Zyrtec-D®) 273 244 29 12% 32 13%

Tussionex® 105 108 (3) (3%) (2) (2%)

Metadate™ CD 63 49 14 28% 15 30%

Peptides 2 42 (40) (94%) (40) (94%)

Delsym® 22 31 (10) (31%) (9) (30%)

Lortab™ 20 20 (0) (0%) 0 1%

Other products 35 44 (9) (20%) (8) (19%)

Net sales U.S.A. 1 003 895 108 12% 118 13%

@ constant perimeter (1) 978 818 160 20% 170 21%

Europe

Keppra® 251 187 64 34% 64 34%

Zyrtec® (including Cirrus®) 100 110 (10) (9%) (10) (9%)

Xyzal® 124 113 11 9% 11 10%

Allergy franchise 223 223 1 0% 2 1%

Atarax® 37 34 2 6% 2 7%

Nootropil® 73 78 (5) (6%) (4) (5%)

Other products 242 264 (22) (8%) (22) (8%)

Net sales Europe 826 786 40 5% 42 5%

@ constant perimeter (1) 820 763 58 9% 60 10%

Japan

Zyrtec® 138 166 (29) (17%) (19) (12%)

BUP-4™ 20 28 (8) (28%) (7) (24%)

Stogar® 14 15 (2) (10%) (1) (5%)

Other products 23 21 2 12% 4 20%

Net sales Japan 195 230 (36) (15%) (23) (10%)

Emerging Markets

Keppra® 27 16 11 67% 11 68%

Zyrtec® (including Cirrus®) 50 42 8 20% 8 19

Xyzal® 19 13 6 44% 6 44%

Allergy franchise 69 55 14 26% 14 25%

Nootropil® 26 25 0 1% 0 1%

Other products 42 35 7 20% 7 21%

Net sales Emerging Markets 164 132 32 24% 32 25%

@ constant perimeter (1) 164 131 33 25% 33 25%

Total net sales 2 188 2 043 145 7% 170 8%

@ constant perimeter (1) 2 158 1 942 215 11% 240 12%

(1) excluding Bioproducts, Delsym, Corifeo and Gastrocrom rights

2006 / 2005 variance
At real rates At constant ratesmillion EUR

%

 
⋅ Japan: In 2006, Japanese net sales went down from 230 million euro to 195 million euro or a decrease of 

15% (-10% at constant exchange rates). It has to be noted that the solid in-market performance of Zyrtec®, 
boosted by an above-average pollen season in 2005, could not be repeated in 2006, resulting in a 29 million 
euro decrease in net sales (or -12% at constant exchange rates). Excluding allergy, with 138 million euro of 
net sales, the remaining products (BUP-4™, Stogar® or Cinalong®) contributed for 57 million euro in 2006, 
representing a decrease of 4% at constant exchange rates compared to 2005, mainly as a result of the entry 
of BUP-4™ generics and of the higher competition for Stogar®, an H2 blocker, from proton pump inhibitors. 
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⋅ Rest of World: Net sales for Rest of World amounted to 164 million euro in 2006, an increase of 24% (or 
+25% at constant exchange rates). Most of the products experienced increases with allergy net sales 
showing growth rates of 25% at constant exchange rates (+44% in Xyzal® and +19% in Zyrtec®/Cirrus®), 
Keppra® growing 68% year-over-year reflecting recent launches and regulatory approvals, Nootropil® going-
up slightly and other products (including Atarax®) increasing by 21%. 

 

2006 Net sales

Europe
38%

Japan
9%

U.S.A.
46%

Emerging 
Markets

8%

 

2005 Net sales

Europe
38%

Japan
11%

U.S.A.
44%

Emerging
Markets

6%

 
 2 188 million euro 2 043 million euro 

The U.S. net sales of 1 003 million euro in 2006 represented 46% of the total net sales up from 44% in 2005. Europe, 
with 826 million euro of net sales, accounted for 38% of the total net sales in 2006 in line with 2005. The proportion 
of net sales achieved in Japan decreased from 11% to 9% in 2006 and in Rest of World increased from 6% to 7%. 
 
2.4 Royalty income and expenses  
 

Actual Actual

2006 2005
million EUR % million EUR %

Royalty income & fees
Zyrtec® US 152 135 16 12% 18 13%
Boss related 63 116 (53) -46% (53) -46%
Other 121 47 74 158% 74 159%

Total royalty income & fees 335 298 37 12% 39 13%

Royalty expenses
Boss related (31) (47) 16 33% 16 33%
Other (29) (8) (21) -253% (21) -254%

Total royalty expenses (61) (55) (5) -10% (6) -10%

Net royalty income & fees 274 243 31 13% 33 14%

Zyrtec® US 152 135 16 12% 18 13%
Boss 31 69 (38) -55% (38) -55%
Other 91 39 53 137% 53 138%

million EUR

2006 / 2005 variance

At real rates At constant rates

 
Net royalty income & fees for 2006 amounted to 274 million euro, up by 13% compared to the year before or +14% 
at constant exchange rates:  

• The royalty income & fees amounted to 335 million euro in 2006, up by 12% compared to the 298 million 
euro in 2005 (or +13% at constant exchange rates). The royalty income generated by the U.S. Zyrtec® sales 
is equivalent to approximately twelve percent of net sales. The U.S. Zyrtec® net sales achieved by Pfizer/UCB 
increased from 1 362 million U.S. dollar in 2005 to 1 568 million U.S. dollar in 2006, resulting in a 12% 
increase in royalty income to 152 million euro. The sale progress of underlying third-party products (mainly 
Herceptin®, Avastin® and Pertactin®) in 2006, combined with a one-time income related to retro-active 
payments for toll-manufacturing fees, increased royalty rates and flow on UCB’s intellectual property, more 
than compensated the discontinuation of the royalty inflow received on the Boss related intellectual property. 

• The royalty expenses of 61 million euro, which are recognised in the cost of goods sold, are up by 10% 
compared to the year before due to the contractual increase of the Boss royalty rates in the first half of the 
year and higher underlying third-party sales. 
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2.5  Gross profit  
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ross profit amounted to 1 982 million euro in 2006, which reflects an 11% improvement (191 million euro from 
005 or +12% at constant exchange rates). As a percentage of revenue, gross profit represented 78.6% in 2006 at 
oth real and constant exchange rates, compared to 76.5% in 2005. 

ost of sales is composed of three main categories, namely the cost of sales for products and services, the royalty 
xpenses as well as the intangible assets amortisation expenses linked to sales: 

2006 2005

million EUR % million EUR %

Revenue 2 523 2 341  182 8%  209 9%

Net sales 2 188 2 043 145               7% 170               8%

Royalty income  335  298 37                 12% 39                 13%

Cost of sales ( 541) ( 550)  9 2%  5 1%

Cost of sales products & services ( 452) ( 466)  14 3%  9 2%
as a % of net sales -20.7% -22.8%

Royalty expenses ( 61) ( 55) ( 5) -10% ( 6) -10%

Amortisation of intangibles linked to sales ( 28) ( 29)  1 4%  1 4%

Gross profit 1 982 1 791  191 11%  214 12%

as a % of revenue 78.6% 76.5%

of which

Products & Services 1 735 1 577  158 10%  179 11%
as a % of net sales 79.3% 77.2%

Net royalty income  274  243  31 13%  33 14%

Amortisation of intangibles linked to sales ( 28) ( 29)  1 4%  1 4%

At real rates At constant ratesmillion EUR

⋅ Cost of sales products & services: The cost of sales for products and services decreased by 13 million 
euro from 466 million euro in 2005 to 452 million euro in 2006, whilst net sales increased by 145 million 
euro from 2 043 million euro to 2 188 million over the same period. The ratio of cost of sales/net sales 
(20.7% in 2006) significantly reduced compared to 2005 (22.8%), reflecting manufacturing improvements 
and a favourable product mix effect. 

⋅ Royalty expenses: Royalties paid-out rose from 55 million euro in 2005 to 61 million euro in 2006 as a 
result of higher patent related royalty expenses, mainly caused by a contractual increase of the Boss royalty 
rates in the first half of the year and higher underlying third-party sales. 

⋅ Intangible assets amortisation expenses linked to sales: Under IFRS 3 (Business Combinations), UCB 
has reflected a significant amount of intangible assets related to the Celltech acquisition (in-process 
Research & Development, manufacturing know-how, royalty streams, trade-names, etc.) on the balance 
sheet, which gave rise to additional amortisation expenses of 28 million euro in 2006, slightly below the 
2005 level as some intangible assets were impaired at the end of 2005 and the Delsym® related intangible 
assets value was brought to zero further to its divestment in May 2006.  

.6 Recurring EBIT, Recurring EBITA and Recurring EBITDA 

perating expenses encompassing Marketing & Selling expenses, Research & Development expenses, General & 
dministrative expenses and other operating income/expenses reached 1 507 million euro in 2006 compared to 1 354 
illion euro in 2005, increasing by 11% (or +12% at constant exchange rates): 

⋅ Marketing & Selling expenses: 733 million euro, or 33.5% of net sales, were spent in 2006 on Marketing 
& Selling expenses, mainly manpower and material promotion, an increase of 80 million euro over 2005 or 
12% (+14% at constant exchange rates), reflecting:  

a) Further preparation activities for the launch of Cimzia™; 
b) A shift of 18 million euro of sales deductions in 2006 to commissions, (which are now part of 

marketing & selling expenses), as a result of the new co-distribution agreement for Zyrtec® in 
Japan entered into with GSK Japan on 1 July 2005; 

c) Product launches such as Equasym™ XL and Xyrem® in Europe. 

When adjusting for the incremental costs linked to the Cimzia™ preparation activities and the Japanese 
reclassification, Marketing & Selling expenses in 2006 would have only increased by 3% (or +4% at constant 
exchange rates), representing 30.7% of net sales, an improvement compared to the 2005 ratio of 32.0%. 

⋅ Research & Development expenses: Research & Development expenses rose by 104 million euro or by 
21% in 2006 from 511 million euro in 2005 to 615 million euro, reflecting the increased investments in 
Cimzia™ for rheumatoid arthritis and psoriasis, Keppra® successors (brivaracetam, seletracetam and 
Keppra® XR), epratuzumab, early promising pipeline projects, and in medical affairs. The total Research & 
Development spending, including Medical Affairs, reached 28.1% of net sales in 2006, versus 25.0% in 
2005. 
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Actual Actual

2006 2005
million EUR % million EUR %

Revenue 2 523 2 341  182 8%  209 9%
Net sales 2 188 2 043  145 7%  170 8%
Royalty income  335  298  37 12%  39 13%

Gross profit 1 982 1 791  191 11%  214 12%
as a % of revenue 78.6% 76.5%

    Marketing & Selling expenses ( 733) ( 653) ( 80) -12% ( 90) -14%
as a % of net sales -33.5% -32.0%

    Research & Development expenses ( 615) ( 511) ( 105) -21% ( 108) -21%
as a % of net sales -28.1% -25.0%

    General & Administrative expenses ( 196) ( 191) ( 5) -3% ( 6) -3%
as a % of net sales -9.0% -9.3%

    Other operating income/(expenses)  37  1  36  35

Total operating expenses (1 507) (1 354) ( 153) -11% ( 169) -12%

Recurring EBIT (REBIT)  475  437  37 9%  45 10%
as a % of net sales 21.7% 21.4%
as a % of revenue 18.8% 18.7%

+ Amortisation of intangible assets  36  38 ( 2) ( 2)

Recurring EBITA (REBITA)  511  475  36 8%  43 9%

+ Depreciation  54  54  1  1

Recurring EBITDA (REBITDA)  566  529  36 7%  44 8%

Recurring EBIT at constant perimeter (1)  466  397  70 18%  77 20%

(1) excluding contribution from Bioproducts, Delsym and Corifeo rights

million EUR
2006 / 2005 variance

At real rates At constant rates

 
⋅ General & Administrative expenses: Compared to a 2005 level of 191 million euro, General & 

Administrative expenses increased to 196 million euro in 2006, representing an increased spending of 3%, 
mainly due to general inflation on salaries, adverse pension adjustments and increased spending in some 
global functions, partially off-set by savings initiatives. 

⋅ Other operating income/expenses: The other operating income/expenses amounted to a positive 37 
million euro, an improvement of 36 million euro, which predominantly reflects the 24 million euro (or 30 
million U.S. dollar) income from Biogen-IDEC recognised for the global collaboration agreement to jointly 
develop and commercialise CDP323 for the treatment of relapsing-remitting multiple sclerosis (MS) and 
other potential indications, as well as the recognition of an upfront fee received in September 2006 from 
sanofi-aventis in connection with the agreement to co-promote in the U.S.A. the prescription antihistamine 
medicine, Xyzal® (levocetirizine dihydrochloride), the reimbursement proceeds from insurance or VAT in 
2006, and the change in the Zyrtec® Japan co-promotion profit recognition whereby 4 million euro of 
Sumitomo profit-sharing were recognised in expenses in 2005 and no longer in 2006. 

Recurring EBIT, or REBIT, corresponds to the line “operating profit before impairment, restructuring and other 
income and expenses” presented in the consolidated financial statements. REBIT excludes a number of elements of 
income and expenses of a non-recurring nature. REBIT reached 475 million euro in 2006, an increase of 9% 
compared to 2005 (or +10% at constant exchange rates). As a percentage of revenue, REBIT improved slightly to 
18.7% and even more when corrected for the adverse impact of exchange rates in 2006. When compared to net 
sales, REBIT increased from 21.4% to 21.7% (and even 21.9% at constant exchange rates).  

Adjusted for the variance from divested products, Recurring EBIT on a like-for-like basis would have improved by 
20% at constant exchange rates. Excluding the positive impact of the 24 million euro income recognised in 2006 for 
Biogen-IDEC, Recurring EBIT at constant perimeter would have increased by 13% at constant exchange rates. 

Recurring EBITA or REBITA (i.e. recurring EBIT before intangible assets amortisation expenses) amounted to 511 
million euro in 2006, a growth of 8% compared to 2005 (or +9% at constant exchange rates). At the same time, 
Recurring EBITDA (or recurring EBIT before intangible assets amortisation expenses and depreciation charges) 
reached 566 million euro in 2006, an increase of 7% versus the year before (or +8% at constant exchange rates). 
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2.7 Profit from Continuing Operations 

Non-recurring items: In consideration of a number of elements of income and expenses, which are of a non-
recurring nature, and in order to ease the analysis of the underlying profitability of UCB’s activities, the impact of the 
“non-recurring” items are shown separately:  

⋅ Impairment charges: Under IFRS 3 (Business Combinations), UCB has reflected the intangible assets 
related to the Celltech acquisition at their fair value. As a result 787 million euro of intangible assets were 
initially recognised in the consolidated financial statements, namely for patented in-process Research & 
Development, manufacturing know-how, patented royalty streams and trade-names. These intangible assets 
are amortised once they become available for commercial use, implying an amortisation expense for 
acquired Celltech related intangible assets of 28 million euro in 2006. As part of the annual review process, 
UCB recognised a 0.5 million euro impairment charge in 2006 on trade-names. In addition, the book value of 
CDP-435 was written-off further to the lack of prospects of the molecule. 

⋅ Restructuring expenses: Approximately 22 million euro of restructuring expenses was recognised in 2006 
compared to 39 million euro in 2005. They mostly relate to the closure of a manufacturing facility announced 
in the first half of 2006, the closure of offices, further streamlining of the manufacturing capabilities and 
include already some integration expenses related to the acquisition of Schwarz Pharma. 

⋅ Other income/expenses: Some divestitures of non-core activities or products were announced and closed 
in 2006, which generated profits and capital gains of 135 million euro before income taxes: 

a) Sale of Bioproducts Manufacturing Division: In January 2006, UCB sold its Bioproducts Manufacturing 
Division, located in Belgium, to Lonza AG of Switzerland. The sale was substantially completed on 28 
February 2006. This division, active in chemical peptide manufacturing, employed approximately 300 
people.  The total consideration received at closing for the sale of the division amounted to 120 
million euro and was later adjusted in favour of UCB to reflect customary working capital 
adjustments. The capital gain recognised in 2006 on this transaction reached 59 million euro before 
income taxes (or 40 million euro after income taxes).  

b) Sale of Gastrocrom® to Azur Pharma: In January 2006, UCB sold the U.S. rights of its mastocytosis 
treatment Gastrocrom® to the closely held company Azur Pharma. As a result, a 9 million euro profit 
before income taxes was recognised in 2006 (6 million euro after income taxes). 

c) Return of Corifeo® rights to Recordati: In April 2006, UCB reached an agreement with Recordati to 
transfer back the sales and marketing rights in Germany of Corifeo®, an antihypertensive calcium 
channel blocker, for a payment to UCB of 10 million euro, equivalent to the profit before income 
taxes recognised in 2006 (or 9 million euro after taxes). 

d) Sale of OTC Delsym®: In May 2006, UCB reached an agreement with Adams Respiratory 
Therapeutics Inc. to sell Delsym®, an over-the-counter 12-hour liquid cough suppressant. In 
addition, the two companies have entered into a separate agreement for the licensing of the 12-hour 
liquid technology. This transaction gave rise to a 57 million euro capital gain before income taxes (or 
36 million euro after income taxes). 

In reduction of the capital gains, several provisions have been recognised for future liabilities further to a 
periodic risk review. 

Operating profit or EBIT: Taking the above non-recurring items into consideration, EBIT reached 571 million in 
2006, compared to 364 million euro for 2005, representing a 57% increase over 2005 (or +59% at constant 
exchange rates). 

Actual Actual

2006 2005
million EUR % million EUR %

Recurring EBIT  475  437  37 9%  45 10%

    Impairment charges ( 4) ( 67)
    Restructuring expenses ( 22) ( 39)
    Other income/(expenses)  122  33

EBIT (operating profit)  571  364  207 57%  215 59%

    Financial expenses ( 39) ( 42)
    One-time financial income/expenses ( 15)  40

Profit before income taxes  517  362  155 43%  160 44%

Income tax expenses ( 150) ( 92) ( 58) ( 59)

Profit from continuing operations  367  270  97 36%  100 37%
before non-recurring items  307  319 ( 13) -4% ( 9) -3%
before non-recurring & one-off financial items  318  290  28 10%  31 11%
before one-off items & Biogen income  302  290  12 4%  15 5%

Profit from continuing operations at constant perimeter 
(1) before one-off items & Biogen income

 295  261  34 13%  38 14%

(1) excluding after-tax contribution from Bioproducts, Delsym and Corifeo rights

million EUR
2006 / 2005 variance

At real rates At constant rates
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Non-operating items:  

⋅ Financial expenses: In 2006, financial expenses amounted to 54 million euro but included 15 million euro 
of expenses related to the acquisition of Schwarz Pharma (see detail below). This compares with net 2005 
financial expenses of 2 million euro, which in 2005 were positively impacted by a one-off financial income in 
connection with inter-company transactions further to the restructuring of Celltech legacy entities (see detail 
below). Excluding the effect of those one-off financial expenses, recurring financial expenses decreased by 3 
million euro from 42 million euro to 39 million euro, despite additional charges, which were recognised in 
2006 as a result of the hedging of some inter-company loans denominated in currencies showing significant 
interest spread against the euro.  

⋅ One-time financial income/expenses: 2006 reported numbers included 15 million of pre-tax financial 
expenses related to the acquisition of Schwarz Pharma, namely for make-whole payments for existing 
private placements carrying high interest rates, which had to be refinanced due to the new acquisition 
financing, commitment banking fees and interest charges pertaining to acquisition financing. 2005 reported 
numbers incorporated 42 million of pre-tax financial income in connection with the hedging of inter-company 
transactions linked to the restructuring of Celltech legacy entities and the application in 2005 of UCB’s 
hedging policy to inter-company loans, contrary to what had been done at Celltech prior to its acquisition by 
UCB. 

⋅ Income tax expenses: The tax rate on recurring activities averages 27% in 2006, in line with 2005, whilst 
the tax rate on non-recurring items averages 37.4% as a result of the majority of the capital gains being 
realized on asset deals and being taxed in jurisdictions with higher tax rates (U.S.A. and Belgium) and non 
deductibility of some provisions/expenses. 

Profit from continuing operations: For 2006, profit from continuing operations reached 367 million euro, i.e. an 
annual increase of 100 million euro or 37% at constant exchange rates, reflecting the 60 million euro post-tax impact 
of non-recurring items (resulting from the significant capital gains), the 8% net sales growth at constant exchange 
rates, the strong Celltech-related net royalty income & fees and the reduction in manufacturing costs despite higher 
volumes sold, more than off-setting the negative 11 million euro post-tax impact of one-off acquisition related 
financial expenses, the increased investments in Research & Development and in Marketing & Selling as well as the 
loss of contribution from divested products.  

On a like-for-like basis and excluding one-off items, i.e. excluding the post-tax contribution of the divested 
products (Bioproducts, Delsym®, Corifeo® rights and Gastrocrom®) as well as the post-tax impact of non-recurring 
items, financial one-off items and income recognised for the Biogen IDEC payment received, the profit from 
continuing operations would have been higher than in 2005 by 38 million euro or +14% at constant exchange rates.  
 
2.8  Profit (including impact of discontinued operations) 

Actual Actual Actual

2006 2005 2004
IFRS IFRS IFRS million EUR % million EUR %

Profit from continuing operations  367  270  197  97 36%  100 37%

    Profit from discontinued operations  0  485  132 ( 485) ( 485)

Profit for the year  367  755  329 ( 388) -51% ( 385) -51%

million EUR
2006 / 2005 variance

At real rates At constant rates

 
Profit from discontinued operations reflected in 2005 two months of the divested Specialty Chemicals business, which 
contributed 10 million euro in addition to a 475 million euro capital gain realised on the sale of the business.  

On a reported basis, profit for the year amounted in 2006 to 367 million euro, reflecting neutral impact of 
discontinued operations in 2006, compared to 755 million euro in 2005, representing a decrease of 51%. 
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3. BALANCE SHEET 

2005
Reported

UCB Group 
incl. Schwarz

UCB Group UCB Group

Non-current assets 8 143 3 290 3 414

Intangible assets 2 537  720  721

Goodwill 4 346 1 572 1 663

Other non-current assets 1 260  998 1 030

Current assets 2 355 1 646 1 343

Total Assets 10 498 4 936 4 757

Shareholders' equity (1) 4 778 2 491 2 409

Capital and reserves 4 411 2 124 1 654

Profit for the period  367  367  755

Non-current liabilities 4 199 1 423 1 601

Current liabilities 1 521 1 023  747

Total liabilities and shareholders' equity 10 498 4 936 4 757

Net debt (2 111) ( 339) ( 591)

Liquid assets 1 003  726  464

Financial debt (3 114) (1 066) (1 055)

(1) before profit distribution for the current year

million EUR

2006
Reported

 
The balance sheet as presented at 31 December 2006 incorporates for the first time the balance sheet of Schwarz 
Pharma, including the provisional purchase price allocation. For the sake of comparison, the balance sheet for the 
UCB Group, excluding the impact of the acquired stake in Schwarz Pharma AG, is presented separately: 

⋅ Intangible assets: Without the acquisition of Schwarz Pharma, the evolution between end 2005 and end 
2006 of intangible assets from 721 million euro to 720 million euro reflects the amortisation expenses, the 
impact of declining currencies, off-set by acquired intangible assets, namely rights on epratuzumab for 28 
million euro, additional rights on Xyrem®, rights on Inuvair® and on Twinject®, as well as intangible 
property for bio-manufacturing and software rights. The incremental amount recognised for Schwarz Pharma 
of 1 817 million euro represents the fair value of 100% of the intangible assets pertaining to acquired assets 
of Schwarz Pharma. 

⋅ Goodwill: Without the acquisition of Schwarz Pharma, the goodwill decreased from 1 663 million euro in 
2005 to 1 572 million euro in 2006 as a result of exchange rates. The additional goodwill of 2 774 million 
euro recognised for the Schwarz Pharma acquisition represents the excess of the cost of the business 
combination reflecting the 86.8% stake acquired, which is calculated by difference between the cost of the 
acquired shares and the fair value of the underlying net assets. 

⋅ Other non-current assets: Without the acquisition of Schwarz Pharma, the other non-current assets 
decreased by 32 million euro, essentially as a result of the reclassification between deferred tax assets and 
deferred tax liabilities. The increase in other non-current assets due to the integration of Schwarz Pharma’s 
assets relates predominantly to the fair value of the tangible fixed assets acquired (212 million euro). 

⋅ Current assets: The increase in current assets from 1 343 million euro to 1 646 million euro, excluding 
Schwarz Pharma’s current assets, is largely influenced by the increase in cash & cash equivalents of 273 
million euro. Including the Schwarz Pharma current assets, the amount increases by 709 million euro to 
reach 2 355 million euro, reflecting 277 million euro of cash & cash equivalents, 192 million euro of trade 
receivables, 193 million euro of inventories (including a fair value step-up of Schwarz Pharma’s inventories 
of 96 million euro to be recognised under IFRS 3), as well as tax receivables and other receivables of 47 
million euro. 

⋅ Shareholders’ equity: On a comparable basis, UCB’s shareholders’ equity would have increased by 82 
million euro from 2 409 million euro in 2005 to 2 491 million euro in 2006 as a result of the profit of the year 
more than off-setting the dividend paid on 2005 results and the change in cumulative translation 
adjustment. The further equity reinforcement from 2 491 million euro to 4 778 million euro reflects the 
capital increases recognised further to the successful tender offer on 86.8% of the outstanding Schwarz 
Pharma shares, as well as the related minority interests. 
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⋅ Non-current liabilities: The increase in non-current liabilities from 1 601 million euro to 4 199 million euro 
is mainly a consequence of the new financing contracted for the Schwarz Pharma acquisition, the recognition 
of the non-current liabilities of Schwarz Pharma entering UCB’s consolidation scope, including the deferred 
tax liabilities impact on intangible assets reflecting the acquired assets. 

⋅ Current liabilities: The increase of the current liabilities from 747 million euro to 1 023 million euro, not 
considering Schwarz Pharma, is the result of the increase in trade payables and other short-term liabilities as 
well as income taxes payable on higher pre-tax income. Including Schwarz Pharma’s current liabilities, the 
amount increases by 498 million euro to reach 1 521 million euro, reflecting 90 million euro of trade 
payables, 93 million euro of current income tax liability as well as short-term provisions and short-term 
liabilities.  

⋅ Net debt: The net debt of (2 111) million euro reflects the combined position of UCB and Schwarz Pharma 
as of 31 December 2006, including the impact of the purchase of the portion paid in cash of the 86.8% 
shares in Schwarz Pharma. UCB’s net debt position on a standalone basis, without the incremental debt 
assumed for the acquisition, would have decreased from (591) million euro at the end of 2005 to (339) 
million euro at the end of 2006. The cash position of Schwarz Pharma as of 31 December 2006 was 263 
million euro, whilst the incremental debt resulting from the payment of the cash portion of the Schwarz 
Pharma shares acquired amounted to 2 043 million euro. 

Trade working capital analysis: 

31 December 
2005

UCB Group incl. 
Schwarz

UCB Group UCB Group

+ Trade and other receivables  800 572  554
+ Inventories  432 239  261
- Trade payables and other short-term liabilities ( 967) ( 647) ( 537)

Working capital  265 164  278

Adjusted for non-trade related items (incl. dividend)  178 80 41

Trade working capital  443 244  319
        as a % of net sales 14% 11% 16%
        as a % of net sales at constant rates 14% 11% 15%

Closing USD/EUR rate 1.317 1.317 1.183

(*) includes € 96 m of fair value adjustment on Schwarz inventory

million EUR
31 December 2006

(*)

 
The above table summarises the main components and the evolution of the working capital. The balance sheet as of 
31 December 2006 incorporates the Schwarz Pharma numbers for the first time. For comparison purposes, a column 
showing UCB on a standalone basis is shown separately. 

⋅ Working capital: The working capital, as it results from the sum of 1) trade and other receivables, 2) 
inventories and 3) trade payables and other short-term liabilities, decreased on a like-for-like basis, i.e. without 
Schwarz Pharma, from 278 million euro at 31 December 2005 to 164 million euro at 31 December 2006. This is 
the result of the weakening of the major trading currencies (closing exchange rate U.S. dollar -10% year-over-
year, Japanese yen -11% year-over-year), the divestment of the peptides division, and various efforts to reduce 
the working capital overall. The incorporation of Schwarz Pharma’s balance sheet adds a further 101 million euro, 
with 192 million euro of trade receivables, 36 million euro of other receivables, 193 million euro of inventories 
(including a fair value step-up of Schwarz Pharma’s inventories of 96 million euro to be recognised under IFRS 
3), as well as 90 million euro of trade payables and 230 million euro of short-term liabilities (including tax 
liabilities and short-term provisions). 

⋅ Trade working capital: A few elements that are non-trade related are included in the working capital analysis 
and should therefore be excluded to make a relevant analysis. When adjusting for the non-trade related items, 
the trade working capital decreased on a like-for-like basis, i.e. without Schwarz Pharma, from 319 million euro 
as of 31 December 2005 to 244 million euro as of 31 December 2006. Expressed as a percentage of net sales, 
the trade working capital represented 11% at the end of 2006. Adjusting for constant exchange rates, the ratio of 
trade working capital to net sales would have been 11%, versus a comparable ratio of 15% as of the end of 
2005. The addition of Schwarz Pharma’s balance sheet increases trade working capital by 199 million euro, or 
20% of Schwarz Pharma’s standalone net sales in 2006. The total trade working capital of 443 million euro 
represented 14% of the combined net sales of UCB and Schwarz Pharma in 2006. 
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4. CASH FLOW STATEMENT  

Actual Actual
2006 2005

Profit from continuing operations  367  270

Non-cash items ( 60)  92
Change in working capital  14 ( 72)

Cash flow from operating activities  321  290

Cash flow from investing activities (1 649) ( 94)
    of which tangible fixed assets purchase ( 65) ( 86)
    of which intangible fixed assets purchase ( 65) ( 40)
    of which Schwarz acquisition (1 767)
    of which divestments (Bioproducts, Delsym, Corifeo, Gastrocrom)  243  29

Free cash flow from continuing operations (1 328)  196

Cash flow from financing activities 1 914 (1 325)

Purchase of treasury shares ( 29) ( 10)

Proceeds/(outflows) from discontinued operations ( 12) 1 062

million EUR

 
Notwithstanding the fact that the balance sheet of Schwarz Pharma is incorporated in the UCB Group’s balance sheet, its 
contribution to UCB Group’s income statement will only start in January 2007. Consequently, the above table reflects the 
cash flow for the UCB Group on a standalone basis, but impacted by the cash outflow resulting from the payment of the 
cash portion of the acquired shares in Schwarz Pharma at the end of 2006. 

The evolution of the cash flow generated by the biopharmaceuticals activities is driven by the following elements: 

• Cash flow from operating activities: The increased profit from continuing operations before non-
recurring items, off-set by prepayments to Lonza of 63 million euro for the construction of the biological 
manufacturing facility in Switzerland and the impact of the reduction of the working capital, underpins the 
321 million euro cash flow from operating activities. 

• Cash flow from investing activities: The tangible fixed assets additions of 65 million euro and the 
intangible fixed assets additions of 65 million euro (including 28 million euro paid to Immunomedics for 
entering into co-development on epratuzumab, the consideration paid for rights on Twinject®, Xyrem®, 
Inuvair®, the acquisition of software and of intangible property for bio-manufacturing), combined with the 
cash outflow pertaining to the Schwarz Pharma acquisition (1 767 million euro, net of the cash held by 
Schwarz Pharma and of the portion of the acquisition paid in UCB shares, but including expenses related to 
the transaction), more than off-set the proceeds from the sale of Bioproducts, Delsym®, Gastrocrom® and 
Corifeo® rights, resulting in a cash flow from investing activities of (1 328) million euro in 2006.  

• Free cash flow from continuing operations: Defined as the sum of the cash flow from operating 
activities and cash flow from investing activities, the free cash flow amounted to (1 328) million euro in 
2006, including (1 767) million euro cash impact of Schwarz Pharma’s acquisition, compared to 196 million 
euro in 2005. Excluding the impact of the Schwarz Pharma acquisition and of the divestments, free cash 
flow from continuing operations would have increased from 167 million euro to 198 million euro. 

• Cash Flow from discontinued operations: 2005 reported cash flow was positively impacted by the 1 062 
million euro net proceeds from the sale of the remaining Surface Specialties’ activities, which is shown in a 
separate line in the condensed consolidated cash flow statement. These proceeds were used to reimburse 
bank loans, shown under the heading “Cash flow from financing activities”. The 2006 cash flow from 
discontinued operations of (12) million euro reflects mainly the cash outflows related to the reimbursement 
of pre-closing tax liabilities to Cytec Industries, Inc. as contractually foreseen. 
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5. CAPITAL EXPENDITURE 
The tangible capital expenditure resulting from UCB’s biopharmaceutical activities amounted to 65 million euro in 
2006 compared to 86 million euro in 2005. 

The 2006 investments reflect essentially the acquisition of new equipment for R&D, new laboratory space in the U.K. 
and in Belgium, investments for the Cimzia™ manufacturing, supply and delivery mechanism, the extension of our 
Keppra® production capacity as well as continued manufacturing improvements. 

In addition, as foreseen in the agreement between UCB and Lonza for the manufacturing by Lonza of PEGylated 
antibody fragment based bulk actives, UCB participates in the pre-financing of the related capital expenditure. An 
amount of 95 million euro has been accounted for in 2006 (compared to 32 million euro in 2005) as a pre-payment 
and will be recognised in expenses over the life of the contract from the time the assets will be in use. 

 
6. PRO FORMA SELECTED FINANCIAL INFORMATION (UCB & Schwarz Pharma combined) 

Further to the acquisition of a majority of the shares of Schwarz Pharma at the end of December 2006, the balance 
sheet of Schwarz Pharma has been reflected in the UCB consolidated balance sheet, whereas the Schwarz Pharma 
contribution to the income statement will only start in January 2007. In order to provide a comparable basis for the 
future, selected Pro Forma financial information of the combined group for the full years 2006 and 2005, similar to 
the information published in the Offer Document, has been added. 

The tables below summarize selected 2005 & 2006 financial information for both companies. The column of Pro Forma 
adjustments reflects the application to Schwarz Pharma’s numbers of the accounting policies of UCB to the extent 
permitted by all relevant information that could be derived from the financial statements of the Schwarz Pharma. 
Both groups have prepared their consolidated financial statements in accordance with IFRS. According to UCB 
accounting policies, the in-progress research and development acquired by Schwarz Pharma for the rotigotine rights 
in July 2005 has been presented on the balance sheet as an asset subject to amortisation rather than as costs fully 
expensed. Furthermore the amortisation charges related to intangible assets are distributed over the different 
expense categories, i.e. cost of goods sold, marketing & selling expenses, research & development expenses, general 
& administration expenses, on the basis of the carrying values of the intangible assets as mentioned in the 
consolidated financial statements of the Schwarz Pharma. The amortisation of the product patents are only related to 
milestone payments and therefore the amortisation charges related to these items have been exclusively attributed to 
cost of goods sold. In addition, Schwarz Pharma incurred in 2006 significant impairment charges and transaction 
expenses related to the launched offer, which are re-classed to non-recurring expenses in the Pro Forma financial 
statements. No material liabilities for the stock appreciation rights programme seems to be left and the impact on the 
fair value of those on the 2006 accounts has therefore been normalised. Reclassifications have been considered 
between the different functional lines in compliance with UCB’s policies.  

For more details, please refer to pages F-255 through F-265 of the Offer Document dated 10 November 2006 for the 
voluntary public takeover offer by UCB SA and UCB SP GmbH to the shareholders of Schwarz Pharma AG. 

The 2005 & 2006 Pro Forma adjustments do not reflect the impact of the purchase price allocation on amortisation 
expenses and gross profit, anticipated restructuring expenses and increase in financial charges further to the 
acquisition. These are addressed in a further section. 
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6.1  2005 Pro Forma (excluding purchase price allocation impact) 

Pro forma Consolidated 
Adjustments Proforma

2005 2005 2005

Revenue 2 341  991 3 332
Net sales 2 043  991 3 034
Royalty income  298  0  298

Gross profit 1 791  673 ( 22) 2 442
as a % of revenue 76.5% 67.9% 73.3%

    Marketing & Selling expenses ( 653) ( 298) ( 951)
as a % of net sales -32.0% -30.1% -31.4%

    Research & Development expenses ( 511) ( 259)  63 ( 707)
as a % of net sales -25.0% -26.1% -23.3%

    General & Administrative expenses ( 191) ( 108) ( 4) ( 303)
as a % of net sales -9.3% -10.9% -10.0%

    Other operating income/(expenses)  1  8 ( 11) ( 2)

Total operating expenses (1 354) ( 657)  48 (1 963)

Recurring EBIT (REBIT)  437  16  26  479

Non recurring expenses ( 73) ( 32)  40 ( 66)

EBIT (operating profit)  364 ( 16)  66  414

Financial expenses ( 2) ( 1) ( 3) ( 6)

Profit before income taxes  362 ( 17)  63  408

Income tax expenses ( 92) ( 36) ( 5) ( 133)

Profit from continuing operations  270 ( 53)  58  275
before non-recurring & financial one-offs  292

million EUR
UCB 

Group
Schwarz 
Group

 
 
6.2  2006 Pro Forma (excluding purchase price allocation impact) 

Pro forma Consolidated 
Adjustments Proforma

Revenue 2 523 1 000  0 3 523
Net sales 2 188  995 3 183
Royalty income  335  5  340

Gross profit 1 982  675 ( 11) 2 646
as a % of revenue 78.6% 67.5% 75.1%

    Marketing & Selling expenses ( 733) ( 329)  13 (1 049)
as a % of net sales -33.5% -33.1% -33.0%

    Research & Development expenses ( 615) ( 215)  15 ( 815)
as a % of net sales -28.1% -21.6% -25.6%

    General & Administrative expenses ( 196) ( 178)  59 ( 315)
as a % of net sales -9.0% -17.9% -9.9%

    Other operating income/(expenses)  37  97  7  141

Total operating expenses (1 507) ( 625)  94 (2 038)

Recurring EBIT (REBIT)  475  50  83  608

Non recurring expenses  97 ( 36)  61

EBIT (operating profit)  571  50  47  668

Financial expenses ( 54) ( 3)  9 ( 48)

Profit before income taxes  517  47  56  620

Income tax expenses ( 150) ( 34) ( 44) ( 228)

Profit from continuing operations  367  13  12  392
before non-recurring & financial one-offs  295  320

million EUR
UCB Group

Schwarz 
Group
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6.3  Expected impact of Acquisition and Purchase Price Allocation on 2007 financial 
statements 

The closing of the extended tender offer took place on 28 December 2006 and consequently, the consolidated balance 
sheet of Schwarz Pharma has been consolidated as at 31 December 2006 applying the purchase method of 
accounting. The consolidated income statement of Schwarz Pharma will be fully consolidated as from 1 January 2007. 
Due to the fact that the acquisition has taken place near year-end, and that UCB has not yet finalised the purchase 
price allocation, the purchase price allocation below is only provisional and might, in conformity with IFRS 3, change 
in the course of 2007. 

IFRS 3 (Business Combinations) requires the cost of the business combination to include the fair value of the equity 
instruments issued at the date of exchange. The date of exchange has been assumed to be the date of acquisition, 
when UCB effectively obtained control over Schwarz Pharma. However, management estimates that the published 
price of a UCB share on the date of acquisition did not reflect the true fair value of a UCB share. The latter because of 
the exceptional high volumes and price fluctuations of the UCB shares between the date of the announcement of the 
transaction and the date of acquisition. Whilst the value of the share price applied for the contribution in kind of the 
acquired Schwarz Pharma shares into UCB and amounted to 45.79 euro per share, the value of the UCB share 
reached 52 euro on the date of acquisition (28 December 2006). The use of the higher value is imposed by IFRS and 
leads to an increase of the goodwill of 232 million euro.  

Schwarz Pharma provisional Purchase Price Allocation: 

(1,000) (500) 0 500 1,000 1,500 2,000 2,500 3,000 3,500 4,000 4,500

€ million

Acquisition cost for 86.8%

Goodwill for 86.8%

Fair value acquired Net Assets (86.8%)

Fair value 100% of Net Assets

Current liabilities

Deferred tax liabilities

Non-financial long-term liabilities

Net cash

Other current assets

Inventory

Other assets

Tangible assets

Existing goodwill

Intangible assets

Indicative Schwarz Pharma Balance sheet items as of Dec. 31, 2006 after provisional PPA adjustments
Schwarz Pharma Balance sheet items as of Dec. 31, 2006 before PPA

 

Likely impact on the income statement of Schwarz Pharma provisional Purchase Price Allocation: 

As a result of the fair value attributed to Schwarz Pharma’s inventory as of 31 December 2006, the gross profit of the 
year 2007 will be negatively impacted by non-cash charges of 96 million euro. 

Further to the revaluation of Schwarz Pharma’s intangible assets, namely for existing products and in-process R&D 
products (rotigotine, fesoterodine and lacosamide), the level of intangible assets’ amortisation expenses (which have 
no cash impact) is expected to increase from the current Schwarz Pharma level of approximately 25 million euro per 
annum to 60 million euro in 2007, gradually increasing to around 140 million euro per annum by 2009. 

Additionally the residual fair value of intangible assets and goodwill has to be tested for impairment at the minimum 
on an annual basis, which may lead to future charges. 
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7. OUTLOOK 2007 
In 2007, UCB's and Schwarz' financial accounts will be fully consolidated. 2007 is a year of continuous progress in our 
strategy and of substantial investment in UCB’s future growth. Given the uncertainties over the date of a potential 
Domination, Profit and Loss Transfer Agreement in this transition year, conservative guidance for the combined group is 
given.     

2007 Revenue & Expenses 

Revenue is expected to grow significantly in 2007 as a result of the Schwarz acquisition. On a pro forma basis, net sales 
will grow at mid-single digit compared to 2006 and will be partly offset by a decrease in royalty income due to the 
remaining effect of the Boss patent expiry in 2006. This is expected to result in marginal growth in revenue compared 
with 2006 pro forma, assuming key trading currencies remain stable. The combined Research & Development and Selling, 
General & Administration expenses are expected to grow marginally, reflecting on the one hand the significant investment 
in pre-launch and launch activities for Neupro® in Parkinson’s disease and Cimzia™ in Crohn’s disease and rheumatoid 
arthritis as well as in advancing the R&D pipeline, and on the other hand the benefits of the combined synergies and other 
cost savings. 

2007 Net profit 

UCB’s 2007 net profit will be impacted by: 
- Expected higher combined amortisation charges on intangible assets  
- Expected one-time net fair value adjustments on inventory of 96 million euro pre-tax, in connection with the 

Purchase Price Allocation of the Schwarz Pharma acquisition (with no cash impact) 
- Expected acquisition financing related interest charges, which will gradually go down over the next 5 years  
- Restructuring charges 
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