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‘ ‘ We imagine a future where our bio-
logical solutions create the necessary
balance between better business,
cleaner environment and better lives. , ’



The Novozymes Group

Statements

Statement of the Board of Directors and the Management

The Board of Directors and the Management have considered and approved the Annual Report for 2003 of

Novozymes A/S.

The Annual Report has been prepared in accordance with the Danish Company Accounts Act, the current Danish

accounting standards, Danish accounting standard no. 21 “Leases’, Danish accounting standard no. 22, “Revenue’,

and the regulations of the Copenhagen Stock Exchange for the presentation of accounts by listed companies. In our

opinion the accounting policies used are appropriate and the Annual Report gives a true and fair view of the Group’s

and the Parent Company’s* assets, liabilities, financial position and net profit, and the Group’s cash flows.

The Annual Report is submitted for the approval of the Annual Meeting of Shareholders.

Gladsaxe, January 29, 2004

Management:

Steen Riisgaard Per Falholt
President and CEO

Board of Directors:

Henrik Girtler Kurt Anker Nielsen
Chairman Vice chairman
Lars Bo Kgppler Ulla Morin

Per Mansson Peder Holk Nielsen Arne W. Schmidt

Paul Petter Aas Jerker Hartwall Arne Hansen

Walther Thygesen Hans Werdelin

*  The Annual Accounts of the Parent Company Novozymes A/S are only included on the CD-ROM enclosed with the Annual Report.
The Annual Accounts of the Parent Company form an integral part of the Annual Report.



Auditors’ report
We have audited the Annual Report of Novozymes A/S for 2003*

The Annual Report is the responsibility of the Company’s Board of Directors and Management. Our responsibility is to
express an opinion on the Annual Report based on our audit.

Basis of opinion

We conducted our audit in accordance with International and Danish auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable assurance that the Annual Report is free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
Annual Report. An audit also includes assessing the accounting policies used and significant estimates made by the
Board of Directors and Management, as well as evaluating the overall Annual Report presentation. We believe that our
audit provides a reasonable basis for our opinion.

Our audit did not give rise to any qualifications.

Opinion

In our opinion, the Annual Report gives a true and fair view of the Group’s and the Parent Company’s** assets, liabil-
ities, shareholders’ equity and financial position at December 31, 2003, and of the results of the Group’s and the Parent
Company'’s operations and consolidated cash flows for 2003 in accordance with the Danish Company Accounts Act
and the accounting regulations for the companies listed on the Copenhagen Stock Exchange.

Gladsaxe, January 29, 2004

PricewaterhouseCoopers Ernst & Young
Statsautoriseret Revisionsinteressentskab Statsautoriseret Revisionsaktieselskab
Morten Iversen Lars Holtug Ole Neerup

State-Authorised Public Accountant State-Authorised Public Accountant State-Authorised Public Accountant

* In addition to the statutory audit of the Annual Report comprising pages 1-43 (Report) and 1-47 (Accounts and Data),
PriceWaterhouseCoopers has performed a separate review and assessment of qualitative and quantitative aspects of Environmental and
Social Responsibility in the Annual Report, and provided the separate statement thereon published on page 6 (Accounts and Data).

** The Annual Accounts of the Parent Company Novozymes A/S are only included on the CD-ROM enclosed with the Annual Report.
The Annual Accounts of the Parent Company form an integral part of the Annual Report.



The Novozymes Group

Statements

Statement from PricewaterhouseCoopers on Environmental and Social Responsibility
comprised by the Annual Report of Novozymes for 2003

As independent auditors, we have, in addition to our audit of the Annual Report and at the request of the Manage-
ment, reviewed and assessed the description of Environmental and Social Responsibility in the Annual Report. The
quantitative and qualitative aspects on which this statement is based are also comprised by our audit of the Annual
Report. Moreover, we have reviewed and assessed management systems, processes and competences supporting
Novozymes' performance in these areas. Company Management is responsible for the Annual Report. It is our
responsibility, on the basis of the AA1000 Assurance Standard, to conclude whether Novozymes complies with the
overall principles hereof.

Basis of Conclusion

We have performed our work in accordance with ISA 100 Assurance Engagements and the AA1000 Assurance Standard
with a view to obtaining reasonable assurance that the Annual Report provides a reliable, accurate and balanced
representation as regards Novozymes’ work with respect to Environmental and Social Responsibility.

On the basis of an assessment of materiality and risk, our work has comprised a review of management and reporting
systems as well as internal control systems, interviews with members of the Executive Management, the Sustainability
Development Strategy Group, as well as Management representatives and employees at selected reporting units (Tianjin,
China; Franklinton, USA; Kalundborg and Bagsvaerd, Denmark). Moreover, we have analysed and tested documentation
relating to representations made. We have on a test basis reviewed data and underlying documentation and checked
whether data has been reported in accordance with the accounting policies applied. Finally, we have assessed the
overall presentation. In our opinion, the work performed provides a reasonable basis for our conclusion.

Conclusion, Improvements and Recommendations

We hereby state that:

e in our opinion, Novozymes has identified material stakeholders as well as environmental and social aspects relating to
the Company’s activities. In our assessment, proposals and wishes put forward by important stakeholders are heard;

e the Annual Report provides the most important, known information concerning Environmental and Social Respon-
sibility, and the information provides a reliable, accurate and balanced representation of Novozymes' work with the
activities stated in the section “Accounting policies”;

e this Report will be made available to all Novozymes' stakeholders;

e the existing management and reporting systems as well as the internal control systems support the reliability of the
information in the Annual Report.

Our recommendations in our Statement in the Annual Report for 2002 have been addressed by Novozymes as follows:

¢ Novozymes identifies stakeholders systematically and efficiently. The identification process takes place at the
business units, which report on key stakeholders and aspects to Stakeholder Communications and the Sustainability
Development Strategy Group, who coordinate the dialogue.

¢ During 2003, Novozymes further integrated Environmental and Social Responsibility work into the business by
establishing the Sustainability Development Strategy Group. The Group reports directly to the Executive Management
and consists of, among others, managements of the business units and of the companies in China, USA and Brazil.

We recommend that Novozymes:

e explain, to an increased extent, how embedding of Environmental and Social Responsibility into the business creates value;

e assess the possibility of using a set of indicators showing the extent to which procedures and measures communi-
cated are implemented and observed;

e conclude the examination as to whether Novozymes may, to an increased extent, achieve benchmarking against
other enterprises.

Gladsaxe, January 29, 2004
PricewaterhouseCoopers AG, Switzerland PricewaterhouseCoopers, Statsautoriseret Revisionsinteressentskab
Thomas Scheiwiller, Dr. Sc.nat. Helle Bank Jgrgensen, State-Authorised Public Accountant



The Novozymes Group

Risk factors

Risk factors

Financial risk factors

Novozymes' international operations mean that its
profit and loss account and balance sheet are exposed
to a number of financial risk factors. Financial risks are
managed centrally by the Group finance function. The
use of financial instruments is governed by the treasury
policy approved by Novozymes' Board of Directors. This
policy contains rules on the financial instruments that
can be used for hedging, the counterparties that can be
used and the risk profile that is to be applied. Financial
instruments are used to hedge existing assets and
liabilities or expected future net cash flow.

Currency exposure

Currency exposure arises due to imbalances between
income and costs in each particular currency and because
Novozymes has net assets in foreign subsidiaries.

Operating profit is most exposed to the EUR, USD —
including the effect of the Chinese renminbi (CNY) — and
JPY. A 2.25% movement in the EUR would, other things
being equal, result in a change in operating profit of
around DKK 40-50 million. A movement of 5% in the
USD — including CNY — would result in a change in
operating profit in the region of DKK 30-40 million. A
movement of 5% in the JPY would result in a change in
the region of DKK 5-15 million.

Novozymes' policy is to hedge existing net current
assets in foreign currencies and expected future net
exposure from the company’s operations. Hedging is
carried out through a combination of currency loans,
forward exchange contracts, currency swaps and options.
The hedging transactions are based on Novozymes'
expectations of future exchange rate fluctuations.

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

Interest rate exposure
Interest rate exposure arises in relation to interest-bearing
assets and liabilities. A change of one percentage point

in the average interest rate on Novozymes' net interest-
bearing liabilities would have an effect on profit before
tax of DKK 3.5 million. 36% of the loan portfolio at
year-end 2003 was at fixed rates of interest. According
to Novozymes' treasury policy, free funds may only be
invested in government bonds, extremely liquid domestic
mortgage-credit bonds and money-market deposits.

Credit risk

The Group does not have a significant concentration of
credit risk. Credit risk is managed by dealing in financial
instruments and placing deposits only with banks
having a satisfactory credit rating from one or more of
the recognised rating agencies. Credit risk is calculated
on the basis of net market values and is governed by
the company’s treasury policy.

Liquidity risk

In connection with the Group’s ongoing financing of
operations, including refinancing risk, the finance function
shall ensure adequate and flexible liquidity. This is guar-
anteed by placing deposits in cash and extremely liquid
negotiable instruments, and using binding credit facilities.

Enzymes produced using genetically
modified organisms (GMOs)

Novozymes produces a growing number of enzymes
using genetically modified organisms. Without this tech-
nology it would be necessary to use larger quantities

of raw materials, water and energy, and in many cases
commercial production of an enzyme would not be prof-
itable.

In recent years the use of gene technology and GMOs
in relation to foods has been the subject of debate,
mainly concerning foods containing GMOs. Novozymes'
use of gene technology has only featured in the debate
to a very limited degree.

However, it is possible that Novozymes' production and
sales to the food and animal feed industries may be
affected by the public debate on gene technology and
the impact this may have on consumer demand.

Read more about Novozymes' use of gene technology on
page 14 of the Report and at www.novozymes.com. m
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Accounting policies

Accounting policies

Accounts for 2003

The Annual Report for 2003 of Novozymes A/S has
been prepared in accordance with the Danish Company
Accounts Act (accounting class D), current Danish
accounting standards, Danish accounting standard no.
21, “Leases”, Danish accounting standard no. 22,
“Revenue”, as well as the regulations of the Copen-
hagen Stock Exchange on the presentation of accounts
by listed companies. The accounting policies are
unchanged from last year with the exception of a
few amendments regarding environmental and social
responsibility and knowledge, see page 13.

Completed IT development projects, which was previ-
ously included in Tangible fixed assets, is now included
in Intangible fixed assets. Comparative figures have
been restated accordingly.

Novozymes plans to apply the International Financial
Reporting Standards (IFRS) from January 1, 2005.
Novozymes has carried out an analysis to assess the dif-
ferences between its accounting policies and the current
IFRS. No material differences were identified concerning
recognition and measurement, so Novozymes expects the
transition to IFRS to have only a limited effect on operat-
ing profit. However, approval of Exposure Draft 2, con-
cerning recognition of share-based remuneration, in its
present form could have a significant impact on operat-
ing profit, as Novozymes has a considerable number of
allocated share options. See Note 21 for further
information on the Group’s share option programme.

In view of international developments in the presenta-
tion of company accounts, a sharper focus on Group-

related data has been adopted. As a result, the annual
accounts of the parent company, Novozymes A/S, are

only included on the enclosed CD-ROM and not in the
printed version. The annual accounts are considered to
be an integrated part of the Annual Report.

Data for environmental and social responsibility and
knowledge has been selected on the basis of an
assessment of which data is of particular significance
for Novozymes' long-term earnings capacity. We also
believe that it is this data which is of greatest relevance
to our key stakeholders.

Data for environmental and social responsibility and
knowledge is included as an integrated part of the Annual
Report and is covered by the audit performed by the audit-
ors elected by the Annual Meeting of Shareholders.

Accounting policies for
financial information

Recognition and measurement in general

As revenue is earned it is recognised in the profit and
loss account. This includes value adjustment of financial
assets and liabilities that are measured at fair value or
amortised cost. All costs incurred in generating the year’s
earnings, including depreciation, amortisation and write-
downs, are likewise recognised in the profit and loss account.

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

The recognition and measurement principles take due

account of predictable losses and risks occurring prior to
the presentation of the Annual Report that confirm or re-
fute the conditions prevailing on the balance sheet date.

Basis of consolidation

The consolidated accounts comprise the accounts of Novo-
zymes A/S (the parent company) and all the companies

in which the Group owns more than 50% of the voting
rights or otherwise has a controlling influence (subsidiaries),
as well as joint ventures.

The consolidated accounts are based on the accounts
for the parent company and for the subsidiaries, and
are prepared by combining items of a uniform nature
and subsequently eliminating intercompany transactions,
internal shareholdings and balances, as well as unrealised
intercompany profits. All accounts used for consolidation
are prepared in accordance with the Group’s accounting
policies.



The Group’s holdings in joint ventures are accounted
for using the proportionate consolidation method by
including its proportional share of their assets, liabilities,
income and expenses line by line.

The purchase method is applied to acquisition of new
activities. The assets and liabilities of each new activity
are thus restated at fair value at the time of acquisition.
Goodwill is recognised as an asset in the balance sheet
and amortised over the expected economic life. Good-
will from acquisitions is adjusted for changes in recogni-
tion and measurement of net assets until one full finan-
cial year after the date of acquisition. Amortisation of
goodwill is allocated in the Consolidated Accounts to
the functions to which it relates. Newly acquired activities
are recognised as from the date of acquisition and no
adjustment is made to comparative figures.

Translation of foreign currencies

Transactions in foreign currencies are translated into Danish
kroner at the rates of exchange on the transaction date.
Monetary items denominated in foreign currencies are
translated into Danish kroner at the rates of exchange on
the balance sheet date. Accounts of foreign subsidiaries that
are separate entities are translated into Danish kroner using
exchange rates on the balance sheet date for assets and lia-
bilities, and average exchange rates for profit and loss items.

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

Realised and unrealised foreign exchange gains and
losses are recognised in the profit and loss account under
financial items, with the exception of the following
exchange rate differences recognised directly in Other
comprehensive income under shareholders’ equity:

¢ Translation of the net assets of foreign subsidiaries at
January 1 at the closing rates on December 31.

e Translation of the profit and loss accounts of foreign
subsidiaries from average exchange rates to the
exchange rates on the balance sheet date.

e Translation of long-term intercompany loans, which
are considered as an addition to net assets in subsidi-
aries, at the exchange rates on the balance sheet date.

¢ Translation of currency swaps contracted to hedge
net assets in subsidiaries at the exchange rates on the
balance sheet date.

For subsidiaries in high-inflation countries adjustments

are made for inflation before translation of items of the

accounts at the exchange rates on the balance sheet date.

Derivative financial instruments

Forward exchange contracts and currency options
hedging receivables and debt in foreign currency are
measured at fair value on the balance sheet date, and
value adjustments are recognised in the profit and loss
account under financial items.

Forward exchange contracts and currency options
hedging future income and expenses are measured at fair
value on the balance sheet date, and value adjustments
are recognised directly in Shareholders’ equity.

Currency swaps are used to hedge net investments in
subsidiary companies. Currency swaps are measured on
the basis of the difference between the swap rate and the
rate on the balance sheet date, and the value adjustment
is recognised directly in Shareholders’ equity.

Derivative financial instruments used to hedge the interest
rate exposure on financial assets and liabilities are first
recognised in the balance sheet at cost and are thereafter
measured at fair value. All value adjustments are recog-
nised directly in Shareholders’ equity. Revenue and costs
related to such hedging transactions are transferred
from Shareholders’ equity on realisation of the hedged
asset and are recognised under financial items.

Positive and negative fair values of derivative financial
instruments are recognised under Other debtors and
Other creditors respectively.

All derivative financial instruments are recognised on
the settlement date, while all other financial instruments
are recognised on the transaction date.

Share-based remuneration

Share options issued to the employees of the Novozymes
Group are not recognised in the balance sheet or the profit
and loss account if they are hedged by the holding of »»



own participating interests. The Novozymes Group intends
to hedge issued share options on an ongoing basis by ac-
quiring own participating interests. Subsequent value ad-
justments of the share options are considered to be hedged
by the equivalent change in the value of the holding of
own participating interests. The market value of the issued
share options is assessed using the Black-Scholes model.

Grants

Grants received which relate to research and development
are recognised under Licence fees and Other operating
income, net, based on the percentage completion of the
projects. Grants received which relate to investments
are recognised under liabilities on receipt and thereafter
under Licence fees and Other operating income, net, in
step with use of the assets for which the grants are made.

Segmented data

The Novozymes Group's activities comprise two segments:
enzymes and microorganisms. The Group is managed
primarily on the basis of a customer focus in relation to
a number of strategic and local customers, so business
activities are considered to be the primary segment. Data
is also provided on the secondary geographical segment.

Items included in net profit are segmented where they
can be attributed directly or indirectly to the different
segments. The segmented assets in the Notes comprise
the fixed and current assets which are applied directly
to the operations of the segment, including Intangible
fixed assets, Tangible fixed assets, Stocks, Trade debtors
and Other debtors. Segmented liabilities comprise liabilities
derived from the operations of the segment, including
certain Provisions, Trade creditors and Other creditors.

Key figures

Key figures are mainly prepared in accordance with the
“Recommendations and Key Figures” of the Danish So-
ciety of Financial Analysts, although certain key figures
are adapted to the Novozymes Group, including ROIC.

The key figures stated in the Summary and key figures

of the Novozymes Group are calculated as described in
the glossary on the inner cover of the report.

Computation of the diluted effect of the number of shares
outstanding has been changed compared with last year.

10

Previously this was adjusted for the number of shares in-the-
money but has now been changed such that the diluted
effect is calculated as the difference between the exercise
and market prices on the balance sheet date. This change
affects only the key figures based on diluted shares. The

comparative figures for 2002 have been adjusted accordingly.

Profit and loss account

Net turnover

Net turnover represents the sales invoiced for the year
after deduction of goods returned, trade discounts and
allowances. Sales are recognised at the time of risk transfer
related to the goods sold provided that the income can be
measured on a reliable basis and is expected to be received.

The Group has entered into few agreements where the
other contracting party undertakes sales to third parties
and the profit is distributed between the Group and the
other contracting party on the basis of a predetermined
formula. Sales are recognised on an ongoing basis on
the basis of information on the other contracting party’s
realised sales, and an ongoing obligation is recognised
for the distribution of the profit, which is calculated and
settled with final effect once a year.

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

Research and development costs
Research costs are recognised as expenses as incurred.

Development costs pertaining to ongoing optimisa-
tion of production processes for existing products, or to
development of new products where lack of approval by
the authorities, approval by customers and other factors
of uncertainty mean we do not consider development
costs to fulfil the criteria for recognition in the balance
sheet, are recognised as expenses as incurred.

Licence fees and Other operating income, net
Licence fees and Other operating income, net, primarily



comprise licence fees, grants from public authorities to
research projects and investments, and income, net,
of a secondary nature in relation to the main activities
in the Group. The item also includes one-off income
items, net, in respect of outlicensing, etc.

Tax

Tax payable for the year, comprising the current tax liability,
the change in deferred tax for the year and any adjust-
ments relating to previous years, is recognised in the profit
and loss account at the amount attributable to the net
profit, and directly in Shareholders’ equity at the amount
attributable to items recognised directly in Shareholders’
equity. Tax payable for the year is recognised in Current
liabilities, and deferred tax is recognised in Provisions.

Deferred tax is measured using the liability method, and
comprises all temporary differences between the account-
ing and tax values of assets and liabilities. No deferred tax
is recognised for goodwill, unless amortisation of good-
will for tax purposes is allowed. Deferred tax is measured
and recognised for retaxation of losses realised in jointly
taxed foreign subsidiaries, if the retaxation is expected

to be realised on the sale of shares or the company’s
withdrawal from the Danish joint taxation scheme.

Tax losses carried forward are included in the calculation
of deferred tax to the extent that the tax losses can be
expected to be utilised in the future. Deferred tax is meas-
ured according to current tax rules and at the tax rate ex-
pected to be in force at the time of elimination of the tem-
porary differences. Changes in deferred tax due to tax rate
adjustments are recognised in the profit and loss account.

Novozymes A/S is jointly taxed with a number of its
domestic and foreign subsidiaries. The parent company
provides for the aggregate Danish tax payable on the tax-
able income of these subsidiaries, and for deferred tax for
the Danish companies. The jointly taxed companies are
included in the scheme for payment of tax on account.

Balance sheet
Intangible fixed assets

Intangible fixed assets are measured at cost less accumu-
lated amortisation and write-downs.

Where costs associated with large IT projects for the
development of software for internal use are incurred
with a view to developing new or improved systems,
these are capitalised as Completed IT development
projects.

Amortisation is based on the straight-line method over

the expected economic lives of the assets, as follows:

e Completed IT development projects are amortised over
the expected useful life, not exceeding 5 years. Booked IT
development assets are amortised over 5 years.

¢ Acquired patents, licences and know-how are amortised
over their duration, not exceeding 20 years. Patents are
amortised over their duration, which is normally iden-
tical to the patent period, and licences are amortised
over the agreement period. Booked patents, licences
and know-how are amortised over 7-20 years.

e Goodwill is amortised over the expected economic life,
not exceeding 20 years. Booked goodwill is amortised
over 5-15 years.

Tangible fixed assets

Tangible fixed assets are measured at cost less accu-
mulated depreciation and write-downs. Cost includes
capitalised interest in respect of construction of assets.

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

e Buildings, 12-50 years

e Production plant and machinery, 5-16 years

e Other equipment, 3-16 years

Gains and losses on the sale or disposal of assets are
recognised in the profit and loss account under the
same items as the associated depreciation charges.

Write-down of fixed assets

The accounting value of both intangible and tangible
fixed assets is reviewed when there are indications that
an asset or group of assets has diminished in value
beyond the level of normal depreciation, although the
impairment test is performed as a minimum once a year.

If the asset or group of assets has diminished in value, it

is written down to the lower recoverable value.
>

11



Financial fixed assets

In the parent company’s annual accounts, participating
interests in subsidiaries are recognised using the equity
method, i.e. at the respective proportion of the share-
holders’ equity of subsidiaries with addition of goodwvill.

The parent company'’s share of the net profits of sub-
sidiaries less unrealised intercompany profits on stocks is
recognised in the profit and loss account of the parent
company. If the shareholders’ equity of subsidiaries is
negative, receivables from the subsidiaries will be set

off against the parent company’s share of the negative
equity on the basis of a concrete assessment. If the parent
company has a legal or constructive obligation to cover
the company’s negative equity, a provision is recognised.

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

Other securities and participating interests comprise
debt instruments acquired for permanent ownership.
These are measured at cost less repayments and write-
downs for diminuition of value. Write-downs are
recognised in the profit and loss account under financial
items.

Stocks

Stocks are measured at cost determined on a first-in
first-out basis. In cases where cost exceeds net realis-
able value, stocks are written down to this lower value.

Work in progress and Finished goods are measured at
cost including direct and indirect production costs.

Debtors

Debtors are measured at amortised cost or at a lower
net realisable value equivalent to nominal value, less
write-downs for losses on doubtful debts.

Securities

Securities recognised as current assets are measured at
fair value on the balance sheet date. Realised and un-
realised foreign exchange gains and losses are included
in the profit and loss account under financial items.

12

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

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

Own participating interests

The cost price and proceeds from the sale of own partici-
pating interests are recognised directly in Shareholders’
equity. Own participating interests in Novozymes A/S are
perceived as a de facto capital reduction and the cost
price is therefore deducted directly from Shareholders’
equity. The company’s holdings of own participating
interests are used primarily to hedge issued share options.

Provisions

Provisions are recognised when the Group has a legal or
constructive obligation as a consequence of past events,
and it is considered probable that fulfilment of this obli-
gation will require an outflow of financial resources.

Provisions are measured at the present value of the
anticipated liabilities.

Liabilities

Fixed-interest loans expected to be held to maturity

are initially recognised as the proceeds received less
transaction costs incurred. The loans are subsequently
measured at amortised cost, corresponding to their capital-
ised value using the effective interest, whereby the differ-
ence between proceeds and nominal value is recognised in
the profit and loss account over the term of the loan.

Other liabilities are measured at amortised cost, which
essentially corresponds to their nominal value.

Pension obligations
The Group has established pension agreements with a
significant proportion of its employees.

Costs related to defined-contribution plans are recognised
in the profit and loss account, and any amounts payable



are recognised in the balance sheet under Other creditors.
The Group has no obligations other than the current
fixed contributions.

Costs related to defined-benefit plans are compiled at
present value and accrued over the expected period of
employment. The present value of unfunded plans is
provided under Provisions. The change in provisions for
the year is recognised in the profit and loss account. The
present value of the most significant defined-benefit plans
and the related costs is calculated on an actuarial basis.

Consolidated statement of cash flows

The consolidated statement of cash flows shows cash
flow for the year allocated to operating, investing and
financing activities, the change in cash and cash equiv-
alents for the year, and cash and cash equivalents at the
beginning and end of the year.

Cash flow from operating activities indirectly comprises
net profit adjusted for items with no effect on cash flow,
interest received, interest paid and corporation tax paid.

Cash flow from investing activities comprises payments
related to the acquisition and sale of activities and mi-
nority shares, and intangible and tangible fixed assets.

Cash flow from financing activities comprises the proceeds
from loans, the repayment of principal on interest-bearing
loans, dividends paid, the proceeds from share issues, and
the purchase and sale of own participating interests and
other securities.

Cash and cash equivalents comprises cash at bank and
in hand and current securities with a maturity period of
less than three months, less current bank loans due on
demand. Financial resources comprises cash and cash
equivalents plus undrawn committed credit facilities
expiring in more than one year.

Accounting policies for environmental and
social responsibility and knowledge

Changes to accounting policies
The accounting policies applied for environmental and

social responsibility and knowledge have been amended

in the following areas to improve completeness, and the

comparative figures have been adjusted accordingly:

¢ The occupational health and safety data now covers
all companies. This change has not affected the
number of occupational accidents and occupational
diseases in 2002. The frequency of occupational
accidents and occupational diseases per million work-
ing hours in 2002 has therefore decreased from 11.3
and 2.7 to 9.2 and 2.2 respectively. Total absence in
2002 has decreased from 3.1% to 2.9% as a result of

the data now covering all companies.

The environmental data covers those activities which,
based on a general environmental assessment, could
have a significant impact on the environment. Thus
Novozymes Biologicals, Inc. and Novozymes Biopharma
AB have been included in the data for 2003. In the
comparative figures for 2002 this change has led

to an increase in the consumption of raw materials
from 245 t.tons to 247 t.tons and an increase in the
consumption of packaging from 7 t.tons to 8 t.tons.
Other data has not been restated as the impact on
2002 is not material.

The eco-productivity indices (EPIs) for water and
energy now include all enzyme production facilities.
Thus Suzhou Hongda Enzyme Co. Ltd. has been in-
cluded, which means that the eco-productivity indices
for water and energy for 2002 have fallen from 106
and 114 to 105 and 113 respectively.

The accounting policies applied for environmental and

social responsibility and knowledge have been amended

in the following areas to increase transparency, and the

comparative figures have been adjusted accordingly:

 Treated wastewater used for irrigation is now included
in wastewater with a separate note. This means that
the volume of wastewater in 2002 has risen from
2,183 t.m3 to 2,725 t.m3. COD, nitrogen and phos-
phorus have also risen from 1,331 tons, 122 tons and
17 tons to 1,424 tons, 144 tons and 20 tons respect-
ively. This has resulted in a corresponding decrease
in biomass, in which these amounts were previously
included.

e Average training costs are now translated into Danish
kroner at the rates of exchange on the transaction date.

Previously the Group's internal budget exchange rates »»

13



were used. This change has reduced the average spent
per employee in 2002 from DKK 6,099 to DKK 5,978.

Consolidation

The data in the Annual Report is based on data for the
parent company and for all subsidiaries, combining items
of a uniform nature compiled using the same methods.

The environmental data covers those activities which,
based on an overall environmental assessment, could
have a significant impact on the environment.

Environment

Water

Water includes drinking water, industrial water and steam,
and is stated on the basis of the metered intake of water
to Novozymes (see glossary for further information).

Internally generated energy

and associated emissions

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

Externally generated energy

and associated emissions

Externally generated energy is the input to Novozymes

of externally generated electricity, heat and steam. Emis-
sions of CO,, SO, and NO, are calculated using annually
determined conversion factors from power plants or their
organisations.

Raw materials and packaging

Raw materials and packaging comprises materials
for production, recovery, granulation, wastewater
and sludge treatment, and packaging of products.
Raw materials and packaging also includes stock
adjustments. Consumption of raw materials and pack-
aging is converted into kilograms.

Wastewater
Wastewater is measured as the volume discharged
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by Novozymes. COD, nitrogen and phosphorus in the
wastewater are measured as proportional flow, based
on samples taken at point of discharge.

Biomass

Biomass is measured as the volume produced and
transported from Novozymes as liquid fertiliser (Novo-
Gro®) or converted to a fertiliser product with a higher
dry matter content (NovoGro 30). The nitrogen and
phosphorus contents in the final product are measured.

Waste

Waste is the registered volume of waste divided into
hazardous and non-hazardous waste (see glossary for
further information) and by disposal method.

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

Environmental impact potentials

The environmental impact potentials for global warming,
ozone layer depletion and acidification are calculated

on the basis of “Udvikling af Miljgvenlige Industri
Produkter” (UMIP) published by the Institute for Product
Development at the Technical University of Denmark.

Environmental compliance

Breaches of regulatory limits, accidental releases of
GMOs and other accidental releases with a significant
environmental impact are measured as the number of
breaches reported to the authorities. Complaints are the
number of registered environmental complaints.

Animals for testing
This item covers the number of animals used for all
commenced testing undertaken for Novozymes.

Eco-productivity indices

The eco-productivity indices for water and energy are
calculated as a ratio of total relative production output
to the consumption of water and energy respectively,
compared with last year's figures. The calculation of EPIs
includes all enzyme production facilities (see glossary for
further information). EPIs are also shown indexed in the
Summary and key figures on page 7 (Report).



Social responsibility

Number of employees

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

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

Job categories

Senior management comprises the CEO, executive vice
presidents, vice presidents and directors. Management
comprises middle managers and specialists. Professional
staff comprises employees with academic backgrounds,
as well as team leaders. Administrative staff comprises
administrative personnel. Skilled workers, laboratory
technicians and other technicians comprises skilled workers,
laboratory technicians and other technicians. Process
operators comprises operators and unskilled workers.

Employee turnover

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

Growth in number of employees, organic

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

Growth in number of employees, acquisitions

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

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

Training costs

Training costs are the costs of seminars and internal and
external training courses, translated into Danish kroner
at the rates of exchange on the transaction date.

Occupational health and safety

Absence

Absence is stated as absence due to the employee’s
own illness, including pregnancy-related sick leave and
occupational accidents. The rate of absence is calculated
as the number of days of absence as a percentage of
the total number of normal working days in one year,
less holidays and public holidays.

Occupational accidents and diseases

Occupational accidents is defined as the number of re-
ported work-related accidents resulting in at least one
day’s absence after the day of the accident. Occupational
diseases is the number of reported new cases of work-
related diseases. The consequences of occupational
accidents and occupational diseases are measured by
recording the work situation once the result of the
incident has stabilised, e. g. whether the employee has
returned to his/her previous job.

Knowledge

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

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

Users of the CRM system
The number of users of the CRM system at year-end.

Users retrieving documents from LUNA

The number of users searching for or retrieving documents
from Novozymes' global electronic archives (LUNA). m
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The Novozymes Group

Profit and loss account

Net turnover
Production costs
Gross profit

Sales and distribution costs

Research and development costs
Administrative costs

Licence fees and Other operating income, net
Operating profit

Financial income
Financial costs
Profit before tax
Corporation tax

Profit including minority interests

Equity minority interests
Net profit

Proposed dividend per share

Earnings per share
Earnings per share, diluted

16

Note
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2003
DKK million

5,803
2,799
3,004

730
749
587

44
982

223
190
1,015

280
735

726

DKK 3.15

DKK 10.30
DKK 10.24

2002
DKK million

5,642
2,734
2,908

729
713
575

56
947

131
178
900

253
647

644

DKK 2.25

DKK 8.90
DKK 8.88



The Novozymes Group

Statement of shareholders’ equity

Share Other compre-
capital  hensive income
DKK million DKK million
Shareholders’ equity at January 1, 2003 754 196
Net profit
Dividend:
Dividend paid
Proposed dividend, gross
Proposed dividend relating to own
participating interests
Own participating interests:
Purchase of own participating interests
Sale of own participating interests
Currency translation of investments in
subsidiaries, etc. (282)
Value adjustment of hedging instruments (14)
Other adjustments
Shareholders’ equity at December 31, 2003 754 (100)
Shareholders’ equity at January 1, 2002 754 427
Net profit
Dividend:
Dividend paid
Proposed dividend, gross
Proposed dividend relating to own
participating interests
Own participating interests:
Purchase of own participating interests
Sale of own participating interests
Currency translation of investments in
subsidiaries, etc. (237)
Value adjustment of hedging instruments 6
Other adjustments
Shareholders’ equity at December 31, 2002 754 196

Own partici-
pating interests
DKK million

(630)

(392)

(1,018)

(a45)

(185)

(630)

Purchase and sale of own participating interests during the year have no effect on tax.

Retained
earnings
DKK million

3,673

726

(238)

19

109
4,289

3,176

644

(170)

15
3,673

Reference is made to Note 15 concerning own participating interests and average number of shares.

Proposed
dividend
DKK million

162

(162)
238

219

146

(146)
170

162

Total

DKK million

4,155

726

(162)

(392)

(282)
(14)
109

4,144
4,058
644

(146)

(185)

(237)

15
4,155
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The Novozymes Group

Balance sheet

Assets

Completed IT development projects
Acquired patents, licences and know-how

Goodwill

Development projects in progress and payments
on account for intangible fixed assets

Intangible fixed assets

Land and buildings
Production plant and machinery
Other equipment

Tangible fixed assets under construction and
payments on account for tangible fixed assets

Tangible fixed assets

Other securities and participating interests

Financial fixed assets

Total fixed assets

Raw materials and consumables
Work in progress

Finished goods

Stocks

Trade debtors

Amounts owed by related parties
Tax receivable

Deferred tax receivable

Other debtors

Debtors

Securities

Cash at bank and in hand

Total current assets

Total assets

18

Note

Dec. 31, 2003
DKK million

97
312
125

534

1,877
1,090
342

474
3,783

4,317

168
297
652
1,117

865
57
202
24
365
1,513
115
571

3,316

7,633

Dec. 31, 2002
DKK million

118
297
117

20
552

1,996
1,211
368

410
3,985

37
37

4,574

194
339
785
1,318

821
27
240
31
341
1,460
166
832

3,776

8,350



Liabilities and shareholders’ equity

Share capital

Other comprehensive income
Own participating interests
Retained earnings

Proposed dividend

Total shareholders’ equity

Minority interests

Provisions for pension commitments and similar obligations
Provisions for deferred tax

Other provisions

Total provisions

Credit institutions
Amounts owed to related parties
Total non-current liabilities

Credit institutions

Trade creditors

Amounts owed to related parties
Tax payable

Other creditors

Total current liabilities

Total liabilities

Total liabilities and shareholders’ equity

Note

20

Dec. 31, 2003
DKK million

754
(100)
(1,018)
4,289
219
4,144

31

20
874
20
914

1,072
23
1,095

373
208
70

67
731
1,449

2,544

7,633

Dec. 31, 2002
DKK million

754
196
(630)
3,673
162
4,155

93

57
997
25
1,079
1,863
1,863
204
255
74

47
580
1,160
3,023

8,350
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The Novozymes Group

Cash flows and financial resources

Note
Net profit

Reversals of items with no effect on cash flow 28
Corporation tax paid

Interest received

Interest paid

Cash flow before change in working capital

Change in working capital:

(Increase)/decrease in trade debtors and other debtors
(Increase)/decrease in stocks

Increase/(decrease) in amounts owed to related parties, net
Increase/(decrease) in trade creditors and other creditors
Cash flow from operating activities

Investments:

Purchase of intangible fixed assets 10
Sale of tangible fixed assets

Purchase of tangible fixed assets 11
Acquisition of activities 31
Purchase of minority shares

Cash flow from investing activities

Free cash flow

Financing:

Non-current loan repayments

Net lending to joint ventures

Sale of shares in Novo Nordisk A/S
Purchase of own participating interests, net
Dividend paid

Cash flow from financing activities

Net cash flow
Unrealised gain/(loss) on currencies and securities
included in cash and cash equivalents

Net change in cash and cash equivalents

Cash and cash equivalents at January 1
Cash and cash equivalents at December 31 29

Undrawn committed credit facilities 30
Financial resources at 31 December

2003
DKK million

726

806
(262)

137
(178)

1,229

(143)

147

139
1,374

(500)

52
(388)
(162)
(998)

(198)

6

(192)

628
436

3,000
3,436

2002
DKK million

644

921
(313)

92

(140)
1,204

(367)
(272)

(606)

575

(185)
(146)
(368)

207

14

221

407
628

2,500
3,128

The figures in the statement of cash flows cannot be derived directly from the consolidated accounts. The reason is that for each

year, in order to present the statement of cash flows, the balance sheet at the beginning of the year is converted at the exchange

rate at the end of the same year. This eliminates the changes in cash flows due to exchange rate fluctuations.
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The Novozymes Group

Notes and other data

Financial notes

1 — Segmented data
2 — Net turnover
3 — Employee costs
4 — Fees to statutory auditors
5 — Depreciation, amortisation and write-downs
6 — Licence fees and Other operating income, net
7 — Financial income
8 — Financial costs
9 — Tax
10 — Intangible fixed assets
11 — Tangible fixed assets
12 — Financial fixed assets
13 — Other debtors
14 — Securities
15 — Shareholders’ equity
16 — Minority interests
17 — Provisions for deferred tax
18 — Other provisions
19 — Credit institutions — non-current
20 — Credit institutions — current
21 — Share-based remuneration
22 — Foreign currencies in the balance sheet
23 — Derivative financial instruments in the Group
24 — Contingent liabilities and pending litigation
25 - Joint ventures
26 — Related party transactions
27 — Grants
28 — Reversals of items with no effect on cash flow
29 — Cash and cash equivalents
30 - Expiration date for undrawn
committed credit facilities
31 — Acquisition of activities

Summary and key figures 2003-1999

Companies in the Novozymes Group

Page

22
23
23
23
23
24
24
24
24
25
26
27
27
27
27
28
28
28
29
29
29
32
33
34
34
35
35

36

36
36

37

38

Data and notes concerning Environmental
and Social Responsibility and Knowledge

Data for Environmental and Social Responsibility

and Knowledge

32 — Water allocated to primary source
33 — Internally generated energy
allocated to primary source
34 — Treated wastewater for irrigation
35 — Total waste volume by disposal method
36 - CO, emissions by internally and externally
generated energy
37 - Global warming, CO,-equivalents
38 — Employee statistics
39 — Percentage of women by job category
40 - Job creation
41 — Rate of absence by job category
42 — Consequences of occupational accidents
43 — Consequences of occupational diseases
44 — Distribution of users of CRM

Page

39

41

41
41
41

41
41
41
42
42
42
42
42
42
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The Novozymes Group

Notes

Note 1 - Segmented data

Primary segment — Business activities

2003

DKK million
Net turnover 5,542
Research and development costs (719)
Operating profit before depreciation
and amortisation (EBITDA) 1,470
Operating profit (EBIT) 976
Financial items, net
Profit before tax
Equity minority interests
Net profit
Segment fixed assets 3,940
Segment assets 6,261
Segment liabilities 1,019
Fixed asset investments 396
Depreciation and amortisation 494
[tems with no effect on cash flow 776
EBITDA margin % 26.5
EBIT margin % 17.6
Total number of employees at year-end 3,681

Secondary segment - Geographical distribution

DKK million 2003
Turnover

Denmark 217
Rest of Europe, Middle East and Africa 2,428
North America 1,702
Asia Pacific 1,044
Latin America 412
Total 5,803
Segment assets

Denmark 4,204
Rest of Europe, Middle East and Africa 295
North America 1,084
Asia Pacific 1,022
Latin America 116
Total 6,721

22

Enzymes

2002

DKK million

5,437

(690)

1,449
937

4,267
6,674

964

453
512
899

26.7
17.2

3,584

2002

188
2,266
1,714
1,070

404
5,642

4,207
370
1,128
1,217
122
7,044

Microorganisms Group, total

2003 2002 2003 2002

DKK million DKK million DKK million DKK million

261 205 5,803 5,642

(30) (23) (749) (713)

35 30 1,505 1,479

6 10 982 947

33 47)

1,015 900

9) 3)

726 644

377 307 4,317 4,574

460 370 6,721 7,044

30 27 1,049 991

99 167 495 620

29 20 523 532

30 22 806 921

13.4 14.6 25.9 26.2

2.3 49 16.9 16.8

191 154 3,872 3,738
DKK million 2003 2002

Additions of fixed assets

Denmark 222 263
Rest of Europe, Middle East and Africa 16 124
North America 175 124
Asia Pacific 77 104
Latin America 5 5
Total 495 620

The Group's business activities comprise enzymes and

microorganisms. The enzymes business segment, which

consists of technical enzymes, food enzymes and feed

enzymes, cannot be divided up further as some production
facilities are shared. In addition, research and development

concerning more effective methods of production is primarily

conducted jointly.



Note 1 - Segmented data (continued)

The Group's business activities are allocated to geographical
markets on the basis of the Group’s turnover and segment
assets. The geographical distribution of turnover is based on
the country in which the customer is domiciled. With a number
of strategic customers, central deliveries are made to specified
locations and the final recipient is unknown. The stated
geographical distribution of turnover may therefore vary
significantly from year to year if the delivery destination for
these strategic customers changes.

Note 2 — Net turnover

DKK million 2003 2002
Technical enzymes 3,493 3,400
Food enzymes 1,413 1,482
Feed enzymes 636 555
Microorganisms 261 205
Total net turnover 5,803 5,642

Of which percentage sale to
the two principal customers 22% 22%

The two principal customers are in two different business areas.

Note 3 — Employee costs

DKK million 2003 2002
Wages and salaries 1,377 1,350
Pensions — defined-contribution plans 85 69
Pensions — defined-benefit plans 16 17
Other social security costs 104 110
Other employee costs 79 81
Total employee costs 1,661 1,627

Recognised in the profit and loss account
under the following functions:

Production 715 661
Sales and distribution 296 292
Research and development 388 376
Administration 288 298

1,687 1,627

Recognised in the assets as:
Change in employee costs included in stocks (26) -
Total employee costs 1,661 1,627

Note 3 - Employee costs (continued)

DKK million 2003 2002

Geographical distribution:

Denmark 1,039 968
Rest of Europe, Middle East and Africa 147 134
North America 333 368
Asia Pacific 108 120
Latin America 34 B
Total employee costs 1,661 1,627

Average number of
employees in the Group 3,814 3,629

Number of employees outside Denmark
as a percentage of total number of employees  45% 45%

Geographical distribution of employees, see Note 38.

Note 4 - Fees to statutory auditors

DKK million 2003 2002

Fees to the auditors elected by

the Annual Meeting of Shareholders:

Total fees to

PricewaterhouseCoopers 15 12
Ernst & Young

of which pertaining to audit by
PricewaterhouseCoopers 7 7
Ernst & Young 1 1

Note 5 - Depreciation, amortisation and write-downs

DKK million 2003 2002

Recognised in the profit and loss account
under the following functions:

Production 365 391
Sales and distribution 29 30
Research and development 85 71
Administration 44 40
Total depreciation, amortisation

and write-downs 523 532

Of which amortisation of goodwill at DKK 12 million in 2003
is included in Sales and distribution, against DKK 6 million in
2002.
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The Novozymes Group

Notes

Note 6 - Licence fees and Other operating income, net

DKK million

Other operating income, net
Licence fees

Total licence fees and

Other operating income, net

Note 7 - Financial income

DKK million

Interest income

Gain on securities, etc., net
Foreign exchange gain, net
Total financial income

Note 9 - Tax

At January 1, 2003
Currency adjustment

Tax on equity postings

Tax on the profit for the year

Paid on account for 2003

Refunded tax relating to previous years
Paid for the year

Tax at December 31, 2003

Tax receivable/deferred tax receivable
Tax payable/deferred tax

24

2003

34
10

44

2003

136

81
223

2002

31
25

56

2002

91

40
131

Note 8 - Financial costs

DKK million

Interest costs

Loss on securities, etc., net
Other financial costs

Total financial costs

Interest costs including capitalised
financing interest

Capitalised financing interest during
the year under Tangible fixed assets

Capitalised financing interest has been calculated using an

interest rate of 3.2% for 2003.

Tax in the profit Tax payable/
and loss account (tax receivable)

DKK million DKK million
(193)

280 330

280 127
(396)

134

(262)

280 (135)
(202)

67
(135)

2003

177

13
190

178

2002

137
27
14

178

140

Deferred tax/
(deferred tax

receivable)

DKK million

850

(24)
874
850



Note 9 - Tax (continued)

Tax can be broken down into:
Current tax on the profit for the year
Change in deferred tax

Adjustments relating to previous years
Tax on the profit for the year

Computation of effective tax rate:
Statutory corporation tax rate in Denmark
Non-tax deductible costs

Deviations in foreign subsidiary companies’
Other adjustments

Effective tax rate

Note 10 - Intangible fixed assets

tax rates

2003
DKK million

319
(69)
30
280

30.0%
0.3%
(3.7%)
1.0%
27.6%

Completed IT
development
projects
DKK million
Cost at January 1, 2003 186
Currency adjustment (2)
Acquisition of activities -
Additions during the year -
Transfer (to)/from other items 20
Cost at December 31, 2003 204
Amortisation and write-downs at January 1, 2003 68
Currency adjustment (1)
Amortisation and write-downs for the year 40
Amortisation and write-downs at Dec. 31, 2003 107
Book value at December 31, 2003 97
Cost at January 1, 2002 -
Currency adjustment -
Acquisition of activities -
Disposals during the year -
Transfer (to)/from other items 186
Cost at December 31, 2002 186
Amortisation and write-downs at January 1, 2002 -
Currency adjustment -
Amortisation and write-downs for the year -
Amortisation and write-downs eliminated on
disposals during the year -
Transfer (to)/from other items 68
Amortisation and write-downs at Dec. 31, 2002 68
Book value at December 31, 2002 118

Acquired patents, Goodwill  Development projects
licences and in progress and pay-
know-how ments on account for
intangible fixed assets
DKK million DKK million DKK million
433 124 20
(1) (11) .
59 30 -
3 - —
= = (20)
494 143 0
136 7
) (M
48 12
182 18
312 125
289 43 -
@ @) =
149 88 -
(M = =
- - 20
433 124 20
111 1
3 =
29 6
(M =
136 7
297 117 20

2002
DKK million

214
39

253

30.0%
0.2%
(2.3%)
0.2%
28.1%

Total

DKK million

211
4)

100

307

534
332
(amn
237
(1)

206
763

21

552
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The Novozymes Group

Notes

Note 11 — Tangible fixed assets

Land and Production Other Tangible fixed assets
buildings plant and equipment  under construction
machinery and payments on

account for tangible
fixed assets

DKK million DKK million DKK million DKK million
Cost at January 1, 2003 2,998 3,728 1,072 410
Currency adjustment (161) (164) (46) (15)
Acquisition of activities - 4 3 1
Additions during the year 12 21 22 340
Disposals during the year (42) (82) (39) -
Transfer (to)/from other items 94 166 45 (262)
Cost at December 31, 2003 2,901 3,673 1,057 474
Depreciation and write-downs at January 1, 2003 1,002 2,517 704
Currency adjustment (43) (95) (31)
Depreciation and write-downs for the year 97 246 80
Depreciation and write-downs eliminated on
disposals during the year (40) (81) (36)
Transfer (to)/from other items 8 4) (2)
Depreciation and write-downs at Dec. 31, 2003 1,024 2,583 715
Book value at December 31, 2003 1,877 1,090 342 474
Cost at January 1, 2002 3,158 3,900 1,263 512
Currency adjustment (246) (185) (54) (20)
Acquisition of activities 2 8 5 1
Additions during the year 9 31 26 301
Disposals during the year (1) (194) (102) -
Transfer (to)/from other items 76 168 (66) (384)
Cost at December 31, 2002 2,998 3,728 1,072 410
Depreciation and write-downs at January 1, 2002 993 2,531 771
Currency adjustment 91) (102) (38)
Depreciation and write-downs for the year 100 265 132
Depreciation and write-downs eliminated on
disposals during the year - (173) 97)
Transfer (to)/from other items - 4) (64)
Depreciation and write-downs at Dec. 31, 2002 1,002 2,517 704
Book value at December 31, 2002 1,996 1,211 368 410

Of which commitments to third parties concerning investments in fixed assets as of December 31, 2003
amount to DKK 16 million, compared with DKK 27 million at December 31, 2002.

DKK million 2003 2002

Geographical distribution:

Denmark 2,204 2,157
Rest of Europe, Middle East and Africa 81 88
North America 798 911
Asia Pacific 668 794
Latin America 32 35
Book value at December 31 3,783 3,985
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Total

DKK million

8,208
(386)

8

395
(163)

43

8,105

4,223
(169)
423

(157)
2
4,322

3,783

8,833
(505)
16
367
(297)
(206)
8,208

4,295
(231)
497

(270)
(68)
4,223

3,985



Note 12 - Financial fixed assets

DKK million

Cost at January 1

Additions during the year
Disposals during the year
Transfer (to)/from other items
Cost at December 31

Book value at December 31

Note 13 — Other debtors

DKK million

Interest income
Public authorities
Deposits

Prepaid expenses
Hedging instruments
Other debtors

Total other debtors at December 31

Note 14 - Securities

DKK million

Shares
Total securities at December 31

At original acquisition cost

2003

37

17

)
(52)

2003

26
17
71
188
54
365

2003

115
115

115

2002

2002

10
35
26
54
119
97
341

2002

166
166

166

Note 15 — Shareholders’ equity

DKK million

Shareholders’ equity is distributed

as follows at nominal value:
A share capital — 10,748,720
shares of DKK 10

B share capital — 64,690,112
shares of DKK 10

Share capital at December 31

2003

107

647
754

2002

107

647
754

Each A share gives entitlement to 10 votes, while each B share

gives entitlement to one vote.

Number of shares in circulation
Number of shares at January 1

Purchase of own participating interests

Sale of own participating interests
Number of shares at Dec. 31

Own participating interests — B shares

DKK million

Cost

Cost at January 1
Additions during the year
Disposals during the year
Cost at December 31

Nominal value

Nominal value at January 1
Additions during the year
Disposals during the year
Nominal value at December 31

2003

630
392

1,018

37

23
(1)
59

71,759,232 72,888,832
(2,271,500) (1,132,300)

28,050
69,515,782 71,759,232

2,700

2002

445
185

630

26

1"

37

27



The Novozymes Group

Notes

Note 15 — Shareholders’ equity (continued)

2003 2002

Number of shares

Number of shares at January 1
Additions during the year 2,271,500 1,132,300
Disposals during the year (28,050) (2,700)
Number of shares at December 31 5,923,050 3,679,600

3,679,600 2,550,000

Percentage of share capital
Percentage of share capital

at January 1 4.9% 3.4%
Additions during the year 3.0% 1.5%
Disposals during the year (0.0)% (0.0)%
Percentage of share capital

at December 31 7.9% 4.9%

Of the holding of 5,923,050 own participating interests,
4,095,075 have been used to hedge share options.

Acquisitions of own participating interests during the year took
place primarily to hedge share options.

Weighted average number of
outstanding A and B shares
excluding holding of own B shares: 70,460,530 72,336,740
Weighted average number of

outstanding A and B shares (diluted)

excluding holding of own B shares

and including options in-the-money: 70,865,925 72,559,388

Note 16 — Minority interests

DKK million 2003 2002
Minority interests at January 1 88 105
Currency translation 2) (14)
Purchase of minority shares (59)

Share of net profit 2 3
Dividend paid (3) (1)
Minority interests at December 31 31 93
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Note 17 — Provisions for deferred tax

DKK million

Intangible fixed assets
Tangible fixed assets

Unrealised profit on intercompany sales

Write-down for doubtful debtors
Indirect production costs
Retaxation balance

Capitalised interest

Provisions

Other

Total provisions for deferred
tax at December 31

Note 18 — Other provisions

DKK million

Other provisions at January 1
Currency translation

Additions during the year

Utilisation during the year

Other provisions at December 31

Other provisions broken

down between current and
non-current liabilities:

Current liabilities

Non-current liabilities

Other provisions at December 31

2003

13
20

2002

21
25



Note 19 — Credit institutions — non-current

DKK million 2003 2002

Unsecured loans and other non-current

loans with terms between 2005 and 2013

at an interest rate of 2.4-2.5%, excluding

the amounts falling due within one year 1,072 1,863
Credit institutions at December 31 1,072 1,863

The debt is payable within the following

periods as from the balance sheet date:

Between 1 and 2 years 515 296
Between 2 and 3 years - 1,010
Between 3 and 4 years - -
Between 4 and 5 years - -
After 5 years 557 557
Credit institutions at December 31 1,072 1,863

The debt is denominated in the following currencies:

DKK 1,057 1,557
EUR 12 10
usD 3 296
Credit institutions at December 31 1,072 1,863

The interest on outstanding loans will be adjusted in 2004.

Revaluation of the above loans to market value at December
31, 2003 would not have entailed a value adjustment.

Note 20 - Credit institutions — current

DKK million 2003 2002
Credit institutions 135 204
Loans with amounts falling

due within one year 238 -
Credit institutions at December 31 373 204

The debt is denominated in the following currencies:

CNY - 96
DKK 52 1
EUR 1 -
JPY 58 67
usD 262 39
Other - 1
Credit institutions at December 31 373 204

Note 21 — Share-based remuneration

Allocation of share options to the Management, managerial
and other staff is tied to results in achieved profits and share-
holder value goals. The purpose of the share option schemes is
to ensure common goals for the Management, employees and
shareholders, and to attract and retain employees.

In 2003 share options were allocated to the Management,
managerial and other staff. The maturity period of the options
is eight years, and each option gives the holder of the option
the right after three years to purchase one share at a nominal
value of DKK 10 per share option.

The Management has previously been allocated share options
with a maturity period of between six and eight years, which
after three years give the holder of the option the right to pur-
chase one share with a nominal value of DKK 10 per share op-
tion. Previously, share options with a maturity period of eight
years have been allocated to other managerial staff. After
three years, the options give the right to purchase one share
with a nominal value of DKK 10 per share option.

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

All share options concerning 2003 are issued at an exercise
price equal to the listed price for Novozymes' shares at January
1, 2003. Previously the options were issued at an exercise price
equal to the listed price for the company’s shares at the time
that the options were issued, or at the time that the option
scheme was announced.

At December 31, 2003 the Group's outstanding Novo Nordisk
A/S options amounted to 577,960, with an average exercise
price of DKK 185 per share of DKK 2 and a market value of DKK
34 million. These options are hedged by the Group’s holding of
Novo Nordisk A/S shares, which are recognised at an average
exercise price. The Management and other managerial staff
have exercised 29,040 Novo Nordisk A/S options in 2003.

The Group is obliged to divest 8,250 shares at DKK 1 million
to Novo A/S with regard to options allocated to employees
who were transferred to Novo A/S in connection with the
Demerger. The shares shall be divested at a time when the
options for these employees can be exercised, and Novozymes
A/S is committed to reimburse expenses equivalent to the
value of the shares at the time of the transition of the employees
to Novo A/S. Of these shares, 1,050 were divested in 2003, so
that the liability at December 31, 2003 totals 6,900 shares.
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Note 21 - Share-based remuneration (continued)

Share options in Novozymes A/S

The

Management

Outstanding at January 1, 2002 356,400
Allocated regarding 2002 25,700

Options exercised in 2002
Resignations in 2002
Outstanding at December 31, 2002 382,100

Allocated regarding 2003 51,600
Options exercised in 2003 (6,300)
Resignations in 2003
Outstanding at December 31, 2003 427,400

Outstanding programme 1997 1,100
Outstanding programme 1998 1,400
Outstanding programme 1999 3,300
Outstanding programme 2000 7,000
Outstanding programme 2000 312,200
Outstanding programme 2000

Outstanding programme 2001 25,100
Outstanding programme 2001

Outstanding programme 2002 25,700
Outstanding programme 2003 51,600

Outstanding at December 31, 2003 427,400

Other
managerial
staff

676,900

237,850
(2,400)
(26,900)

885,450

512,000
(21,750)
(41,350)

1,334,350

10,300
28,100
43,300

279,000
237,900

223,750
512,000
1,334,350

Other Total
staff

926,750 1,960,050

482,575 746,125
(2,400)

(43,800) (70,700)
1,365,525 2,633,075

1,016,750 1,580,350
(28,050)

(48,950) (90,300)
2,333,325 4,095,075

1,100

11,700

31,400

50,300

312,200

279,000

263,000

852,650 852,650
463,925 713,375
1,016,750 1,580,350
2,333,325 4,095,075

Exercise price Remaining

per option
in DKK

156 **

169

160 **

148
117

156 **

97

64
101
101
101
150
159
186
169
148

term to
maturity

0 N OO U1 w s DM WN

Market value
in DKK
million*

o M N O

36
19
17
41
47
131
303

* The market value is calculated on the basis of the Black-Scholes model for valuation of options. For 2003, as of December 31,
2003, the calculation is based on a dividend per share of DKK 3.15 and a volatility of 24.7%. The risk-free interest is assessed at
2.9%, and the expected period of maturity is fixed at one year after the expiry of the binding period.

** The exercise price is an average of several option schemes.
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Note 21 - Share-based remuneration (continued)

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

Number of Novozymes A/S shares Board of Management Total
Directors
Share portfolio at January 1, 2002 13,655 81,331 94,986
Purchase of shares during the year 1,383 2,200 3,583
Share portfolio at January 1, 2003 15,038 83,531 98,569
Purchase of shares during the year 697 9,141 9,838
Sale of shares during the year - (7,208) (7,208)
Share portfolio at December 31, 2003 15,735 85,464 101,199

The share portfolio had a market value of DKK 14.6 million at the beginning of the year, while the market value was DKK 21.8 million
based on the listed prices at year-end 2002 and year-end 2003 respectively.

Holdings, exercise and allocations of Novozymes A/S share options for the Management

Number of share options in Novozymes A/S Options at Exercised Allocated Options at Market value,
January 1, during during December 31, DKK million
2003 the year the year 2003
Steen Riisgaard 115,000 (5,000) 15,600 125,600 13.2
Per Falholt 66,300 (1,300) 9,000 74,000 7.8
Per Mansson 66,400 - 9,000 75,400 7.9
Peder Holk Nielsen 66,650 - 9,000 75,650 8.0
Arne W. Schmidt 67,750 - 9,000 76,750 8.1
Holdings of share options 382,100 (6,300) 51,600 427,400
2003 2002
DKK million DKK million
Total remuneration to the Management 18 17
Total remuneration to the Board of Directors 2
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Note 22 - Foreign currencies in the balance sheet
The table below shows the Group’s assets and liabilities in foreign currency at December 31, 2003, calculated as the total of each
company'’s assets and liabilities in a currency other than the company’s own. The table also shows the financial instruments used to

hedge these assets and liabilities.

Hedging of assets and liabilities in foreign currency

Assets

in DKK
Million
CHF -
EUR 371
JPY 95
usb 574
Other 287

1,327

Liabilities Net assets
in DKK in DKK
306 (306)

52 319

29 66

659 (85)

91 196
1,137 190

Contracted finan-
cial instruments
in DKK

97

(319)
(41)

(263)

Net assets

with transaction

risk in DKK

(209)

25

(85)

196

(73)

Net assets

with transaction

risk in currency

(44)

443

(14)

Exchange rate at
December 31, 2003
(for 100 units)

477.40
744.46

5.57
595.76

Transaction risk is the possibility of gains/losses on transactions which are open on the balance sheet date as a result of subsequent
exchange rate changes. The gains/losses will be recognised in the profit and loss account.

Hedging of investments in foreign subsidiaries

Million

BRL
CHF
CNY
EUR
JPY
usD
Other

Net investment in
foreign subsidiaries
in DKK

79
425
661

89
101
935
144

2,434

Contracted finan-
cial instruments
in DKK

(286)

(70)
(536)

(892)

Net assets
with translation
risk in DKK

79
139
661

89

31
399
144

1,542

Net assets
with translation
risk in currency

38
29
915
12
561
67

Exchange rate at
December 31, 2003
(for 100 units)

207.22
477.40
72.21
744.46
5.57
595.76

Translation risk is the possibility of gains/losses arising from translation of net assets in subsidiaries as a result of subsequent
exchange rate changes. The gains/losses will be recognised directly in Other comprehensive income under Shareholders’ equity.
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Note 23 - Derivative financial instruments in the Group

Contract amount
based on
agreed rates

DKK million

Forward exchange contracts,
net sales

DKK/CHF 396
DKK/GBP 9
DKK/USD 122
JPY/DKK 297
SEK/DKK 69

893

Forward currency options,

net sales

USD/DKK 623
623

Currency swaps for
equity hedging

CHF/DKK 275
JPY/DKK 38
JPY/DKK 45
USD/DKK 423

781

Currency swap for

interest hedging

EUR/DKK 500
500

Currency loan for

equity hedging

usb 263
263

Interest rate swap for

currency loan hedging

USD/USD 352
352

Forward Rate Agreement
DKK 100
100

3,512

Gain/(loss) on
revaluation to
market value
December 31, 2003

52
52

(12)
(12)

25
25

202

Of which
included in
2003 profit and
loss account

Ty o= N =

Charged directly to shareholders’
equity December 31, 2003

To equity
hedging

25
25

152

Deferred transfer
to profit and loss
account gain/(loss)

52
52

(12)
(12)

42

Interest
margin
p.a.

1.7%
4.9%
4.7%
0.1%

(1.6%)

Maturity
periods

Jan.—Feb. 2004
Jan. 2004
Jan.—Oct. 2004
Jan.—Dec. 2004
June 2004

Jan.—Dec. 2004

Sept. 2008
May 2004
April 2005
Nov. 2005

Dec. 2005

June 2004

June 2004

June 2004

The deferred gains and losses on forward exchange contracts and currency options at December 31, 2003 relate to the hedging of
anticipated future sales in the hedged currencies. The deferred gains and losses will be transferred from shareholders’ equity to the
profit and loss account as these anticipated future sales are realised.
All deferred gains and losses on forward exchange contracts and currency options at December 31, 2002 have been transferred
from shareholders’ equity to the profit and loss account in 2003.
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Note 23 - Derivative financial instruments in

the Group (continued)

The Group’s expected future net cash flows in major currencies
are hedged as follows:

Number of
Currency months hedged
JPY 12
usD 12

As the financial instruments are entered into with major
creditworthy banks, they are not considered to be subject to
credit risk.

Note 24 - Contingent liabilities and pending litigation

DKK million 2003 2002

Contingent liabilities

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

Within 1 year 34 30
Between 1 and 2 years 28 22
Between 2 and 3 years 22 17
Between 3 and 4 years 17 15
Between 4 and 5 years 15 14
After 5 years 72 85
Total contingent liabilities at December 31 188 183

Of which commitments at December 31, 2003 to related
parties amount to DKK 74 million. The above rental and
leasing commitments are related to non-cancellable oper-
ational leasing contracts.

The following amounts have been recognised

in the consolidated profit and loss account in

respect of operational leasing and rentals: 51 47
DKK million 2003 2002
Other contingent liabilities

Contractual obligations relating to investments

in tangible fixed assets, etc. to third parties 18 97

Other guarantees and commitments to
related parties 94 59

Other guarantees and commitments in
the Group 205 214

34

Pending litigation

Novozymes is a party to an arbitration case in which it is
claimed by Danisco A/S that Novozymes has unlawfully appro-
priated certain lipase-related inventions. Novozymes evaluates
its position in this case as positive and unchanged. At the time
of presenting the Annual Report for 2002, an arbitration ruling
was expected at the end of 2003 or start of 2004. It is now
expected at the end of 2004.

In addition, Novozymes is engaged in certain other legal
proceedings. In the opinion of the Board of Directors and
Management, settlement or continuation of these proceedings
will not have a material effect on the Group’s financial position.

Liability for the debts and obligations of Novo Nordisk A/S
As a consequence of the Demerger of Novo Nordisk A/S into
two companies, Novo Nordisk A/S and Novozymes A/S are
jointly and severally liable in accordance with Section 136,
subsection 3 of the Danish Companies Act for debt and
obligations arising after January 1, 2000, but pertaining to the
period before January 1, 2000, which cannot be clearly
attributed to either Novo Nordisk A/S or Novozymes A/S.
Liability will be distributed proportionally between the two
companies.

Note 25 - Joint ventures

Novozymes A/S has interests in two joint ventures, namely
two houseowners’ associations run as jointly controlled entities
with Novo Nordisk A/S. The objects of the associations are the
operation and maintenance of common facilities.

Novozymes' share of the net profit, assets and liabilities of the
two joint ventures is included in the Consolidated Accounts on
a pro rata basis as follows:

DKK million 2003
Fixed assets 42
Current assets 60
Total assets 102
Non-current liabilities (75)
Current liabilities (27)
Total liabilities (102)
Net profit 0

Novozymes A/S has assumed no material contingent liabilities
in connection with its interests in these joint ventures.



Note 26 - Related party transactions

Related parties are considered to be the Novo Nordisk Foundation,
Novo A/S, the Novo Nordisk Group, and the houseowners’
associations that cooperate with the Novo Nordisk Group,

the directors of these entities, and the Board of Directors and
Management of Novozymes A/S, together with their immediate
families. Related parties also include companies in which the
above persons have significant interests. Minority shareholders
in subsidiaries are also considered related parties.

The Novozymes Group has had the
following transactions with related parties:

DKK million 2003 2002
(Purchase)/ (Purchase)/
sale sale

Novo A/S (parent company)
Stakeholder service and facilitation (10) 9)

Novo Nordisk Group (sister companies)

IT services provided by NNIT A/S (104) (98)
Services provided by
Novo Nordisk Servicepartner A/S (139) (153)
Services provided by
Novo Nordisk Engineering A/S (37) (37)
Total (280)  (288)

Purchase of materials for production

from Novo Nordisk A/S (54) (52)
Other services provided by

Novo Nordisk A/S (32) (42)
Total (366)  (382)
Services provided to the Novo Nordisk Group 75 78
Sale of materials for production

to the Novo Nordisk Group 80 56
Total 155 134
Sale of equipment to the Novo Nordisk Group - 30

Minority shareholders
Transactions with minority
shareholders in subsidiaries 37 49

There have been no material transactions with the Novo Nordisk
Foundation or with any director of Novozymes A/S, Novo A/S,
the Novo Nordisk Foundation or the Novo Nordisk Group, other
than intercompany transactions eliminated in the Consolidated
Accounts and normal remuneration. The remuneration of the
Board of Directors and Management is presented in Note 21.

2003 2002
Debtors/  Debtors/

DKK million (creditors) (creditors)
Novo A/S (1 (1
The Novo Nordisk Group (36) (36)
Houseowners’ associations (25) (31)
Minority interests (1) (1)

Note 27 — Grants

During the financial year the Novozymes Group has received
grants for research and development of DKK 41 million,
compared with DKK 44 million in 2002. Of this, DKK 38 million
has been recognised in the profit and loss account under Licence
fees and Other operating income, net, and DKK 3 million in the
balance sheet under Other debtors.

Grants includes payments from the US Department of Energy
for research and development costs defrayed by Novozymes in
connection with the development of enzymes for the production
of fuel ethanol.

Note 28 — Reversals of items with no effect on cash flow

DKK million 2003 2002
(Gain)/loss on sale of fixed assets 3 (6)
Write-down for doubtful debtors (5) 9
Corporation tax 280 253}
Depreciation, amortisation and write-downs 523 532
Unrealised (gain)/loss on securities, etc., net - 27
Unrealised foreign exchange (gain)/loss (14) 14
Interest income and interest costs 40 46
Other items with no effect on cash flow (21) 46
Reversals of items with

no effect on cash flow 806 921
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Note 29 - Cash and cash equivalents

Cash and cash equivalents consist of cash at bank and in hand, securities and current credit institutions.

Current credit institutions
Cash at bank and in hand
Cash and cash equivalents at December 31

Cash at bank and in hand and securities with
remaining term to maturity less than three months at December 31

Note 30 - Expiration date for undrawn committed credit facilities

The current term to expiration of the undrawn committed credit facilities exceeds one year.

Note 31 - Acquisition of activities

2003
DKK million

(135)

571
436

571

2002
DKK million

(204)

832
628

832

The group acquired two activities in 2003. The total acquisition cost is DKK 123 million. The accumulated effect of the activities ac-

quired is DKK 39 million in annual turnover.

The acquired assets and goodwill constitute the following:

Paid in cash and purchase costs
Total acquisition cost

Fair value of acquired net assets
Goodwill

Assets and liabilities resulting from the acquisition of activities comprise the following:

Intangible fixed assets

Tangible fixed assets

Stocks

Receivables and accrued income
Liabilities

Fair value of acquired net assets

Goodwill on acquisition of activities
Total acquisition cost

Less:

Cash at bank and in hand of acquired activities
Cash payments on acquisition of activities

36

2003
DKK million

123
123

89
34

59

12
16
@)
89

34
123

123

2002
DKK million

272
272

184
88

149
16
10
19
(10)
184

88
272
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Summary and key figures 2003-1999

Profit and loss account

Net turnover

Research and development costs
EBITDA*

Operating profit

Financial items, net

Profit before tax

Net profit

Balance sheet

Fixed assets

Current assets

Total assets

Share capital
Shareholders’ equity
Current liabilities
Non-current liabilities

Net interest-bearing debt*

Investments and cash flows

Cash flow from operating activities
Cash flow from investing activities, net
Of which investments in tangible

fixed assets, net

Free cash flow

Cash flow from financing activities
Net cash flow

Key figures

Sales outside Denmark as a percentage
of net turnover

Research and development costs
as a percentage of net turnover
EBITDA margin*

Operating profit margin*

Net profit margin

Effective tax rate*

Equity ratio*

Return on equity*

ROIC*

%

%
%
%
%
%
%
%
%

2003
DKK million

5,803
749
1,505
982
33
1,015
726

4,317
3,316
7,633

754
4,144
1,449
1,095

802

1,374
(574)

(389)

800
(998)
(198)

96.3

12.9
25.9
16.9
12.5
27.6
543
17.5
15.0

2002
DKK million

5,642
713
1,479
947
(47)
900
644

4,574
3,776
8,350

754
4,155
1,160
1,863
1,126

1,181
(606)

(334)
575
(368)
207

96.7

12.6
26.2
16.8
11.4
28.1
49.8
15.7
13.1

2001
DKK million

5,271
678
1,396
904
33)

871
602

4,780
3,673
8,453

754
4,058
1,283
1,917
1,376

1,160
(673)

(450)
487
(653)
(166)

97.7

12.9
26.5
17.2
11.4
30.7
48.1
15.0
12.0

2000
DKK million

5,033
645
1,316
825
(120)
705
483

4,586
3,755
8,341

754
3,962
2,390

927
1,342

1,038
(383)

(383)

655
(987)
(332)

98.5

12.8
26.1
16.4

9.6
31.3
47.5
13.2

9.8

1999
DKK million

4,501
607
1,166
687
(85)
602
410

4,584
3,504
8,088

754
3,344
1,034
2,790
1,919

796
(566)

(566)
230
(548)
(318)

98.1

13.5
25.9
15.3

9.1
31.9
41.3
13.6

8.4

The consolidated accounts for 1999 are derived from the annual accounts of the former Novo Nordisk Group and are based on the

historical operating results, assets and liabilities in the enzyme business.

* For definitions please refer to the inner cover.
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Companies in the Novozymes Group

Group companies

Novozymes Australia Pty. Ltd.

Novozymes Austria GmbH

Novozymes Belgium BV

Novozymes Latin America Ltda.
Novozymes (China) Biotechnology Co. Ltd.
Novozymes (China) Investment Co. Ltd.
Novozymes (Shenyang) Bioprocessing Co. Ltd.
Suzhou Hongda Enzyme Co. Ltd.
Novozymes A/S

Novozymes Bioindustrial A/S

Novozymes Bioindustrial China A/S
Novozymes Biopolymer A/S

Novozymes Biopolymer Holding A/S
Novozymes Biologicals France S.A.
Novozymes France S.A.

Novozymes Deutchland GmbH
Novozymes South Asia Pvt. Ltd.
Novozymes ltalia S.r.!.

Novozymes Biologicals Japan Ltd.
Novozymes Japan Ltd.

Novozymes Property Ltd.

Novozymes Malaysia Sdn. Bhd.
Novozymes Mexico, S.A. de C.V.
Novozymes Mexicana, S.A. de C.V.
Novozymes Netherlands B.V.

Enzymes S.A. (Pty) Ltd.

Novozymes Korea Limited

Novozymes Singapore Pte. Ltd.
Novozymes Spain S.A.

Novozymes Biopharma AB

Novozymes Switzerland AG

Novozymes Switzerland Bioprocessing AG
Novozymes Switzerland Holding AG
Novozymes Enzim Dis Ticaret Limited Sirketi
Novozymes UK Ltd.

Novozymes North America, Inc.
Novozymes Biologicals, Inc.

Novozymes Biotech, Inc.

Novozymes US, Inc.

Joint ventures

Smarmosen houseowners’ association
Hallas Park houseowners' association

@® Production

W Sales & Marketing

A Research & Development
* Other
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Country

Australia
Austria
Belgium
Brazil

China
China
China
China
Denmark
Denmark
Denmark
Denmark
Denmark
France
France
Germany
India

Italy

Japan
Japan
Japan
Malaysia
Mexico
Mexico
Netherlands
South Africa
South Korea
Singapore
Spain
Sweden
Switzerland
Switzerland
Switzerland
Turkey

UK

USA

USA

USA

USA

Country
Denmark
Denmark

Activity

Activity

*

*

AUD
EUR
EUR
BRL
CNY
CNY
CNY
CNY
DKK
DKK
DKK
DKK
DKK
EUR
EUR
EUR
INR
EUR
JPY
JPY
JPY
MYR
MXN
MXN
EUR
ZAR
KRW
SGD
EUR
SEK
CHF
CHF
CHF
TRL
GBP
usb
usb
usb
usb

Issued share capital/
paid-up capital

500,000
36,337
18,600

23,601,906
859,058,400
816,449,373

9,069,311

34,769,000

754,388,320
1,000,000
729,700,000

510,000

510,000

650,000
45,735

255,646

50,000,020
10,400
30,000,000
300,000,000
2,843,000,000
6,666,414

338,100

338,100
18,000

100
3,300,000,000
2,000,000
360,607
28,001,000
5.000,000
2.500,000
3.000,000
21,000,000,000
1,000,000
17,500,000
3,000,000
1,000
115,387,497

Percentage of
shares owned

100
100
100
100
100
100
100

62
100
100
100
100
100
100
100
100
100
100
100

60
100
100
100
100
100

49
100
100
100
100
100
100
100
100
100
100
100
100
100

Proportion of ownership interest

50
50
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Data for Environmental and Social Responsibility and Knowledge

Note
ENVIRONMENT
Consumption of resources
Water 32
Internally generated energy 33
Externally generated energy
Energy, total
Raw materials
Packaging

Efficiency
Eco-Productivity Index (EPI), water
Eco-Productivity Index (EPI), energy

Wastewater

Volume 34
CoD

Nitrogen

Phosphorus

Biomass

Volume, NovoGro®
Volume, NovoGro 30
Nitrogen

Phosphorus

Waste

Non-hazardous waste

Hazardous waste

Waste, total 35
Percentage of total waste recycled

Emissions to air
Ozone-depleting substances, HCFCs
Co, 36

SO

2

NO,
Environmental impact potentials

Global warming 37
Ozone layer depletion

Acidification

Environmental compliance

Breaches of regulatory limits, groundwater

Breaches of regulatory limits, other

Accidental releases of GMOs

Accidental releases with significant environmental impact
Complaints

Animals for testing
Animals for testing

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

1,000 m?
tons
tons
tons

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

tons
tons
tons
%

kg

1,000 tons
tons

tons

1,000 tons CO,-eqyv.
kg CFC,,-eqv.
tons SO,-eqv.

no.
no.
no.
no.
no.

no.

2003

4,196
718
2,172
2,890
251
11

110
108

3,113
1,430
195
30

334
95
1,083
430

9,355
835
10,190
11.8

3,516
249
827
657

255
141
1,287

1,456

2002

4,080
686
2,135
2,821
247

105
113

2,725
1,424
144
20

369
113
1,323
540

8,674
1,107
9,781

10.4

4,757
223
709
604

231
190
1,132

1,712
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Data for Environmental and Social Responsibility and Knowledge

SOCIAL

Employee statistics
Employees, total

Women

Men

Rate of employee turnover
Average age

Seniority

Training costs
Average spent per employee

HEALTH AND SAFETY

Rate of absence

Accidents with absence
Occupational diseases

Frequency of occupational accidents
Frequency of occupational diseases

KNOWLEDGE

Processes and technology
New products

Active patent families

Customers
Users of CRM

Employees and organisation
Users retrieving documents in LUNA

40

Note

38
39

40

41
42
43

44

no.
%
%
%
years
years

DKK

%
no.
no.

no.
no.

no.

no.

2003

3,872
343
65.7

4.3
39.4
8.8

6,121

3.1
44
17

7.1

2.7

791

611

2,207

2002

3,738
33.7
66.3

5.8
39.1
8.5

5,978

2.8
55
13

9.2

2.2

760

592

1,972
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Notes

Note 32 - Water allocated to primary source

2003 2002
1,000 m* 1,000 m?

Drinking water 2,688 2,824
Industrial water 1,275 1,016
Steam 233 240
Water, total 4,196 4,080

Note 33 - Internally generated energy
allocated to primary source

2003 2002
1,000 GJ 1,000 GJ

Gas oil 73 32
Heavy fuel oil 180 161
Light fuel oil 12 16
Natural gas 453 477
Internally generated energy, total 718 686

Note 34 - Treated wastewater for irrigation

2003 2002
1,000 m* 1,000 m?

Volume 682 542
Nitrogen, tons 43 22
Phosphorus, tons 5 2

Note 35 - Total waste volume by disposal method

2003 2002

Tons Tons
Incineration 4,783 3,777
Landfilling 3,750 4,345
Recycling 1,201 1,017
Other 456 642
Waste, total 10,190 9,781

Note 36 — CO, emissions by internally
and externally generated energy

2003

2002

1,000 tons 1,000 tons

Internally generated energy 47
Externally generated energy 202
CO, emissions, total 249

Note 37 - Global warming, CO,-equivalents

2003

43
180
223

2002

1,000 tons 1,000 tons

Internally generated energy 47
Externally generated energy 202
Ozone-depleting substances 6
CO,-equivalents, total 255

Note 38 - Employee statistics

2003
No.
Women 1,330
Men 2,542
Employees, total 3,872
Full-time employees 3,629
Part-time employees 243
Employees, total 3,872
Denmark 2,120
Rest of Europe, Middle East and Africa 292
North America 625
Asia Pacific 657
Latin America 178
Employees, total 3,872
Senior management 119
Management 420
Professional 969
Administrative 495
Skilled workers, laboratory technicians
and other technicians 713
Process operators 1,156
Employees, total 3,872

43
180

231

2002
No.

1,258
2,480
3,738

3,517
221
3,738

2,069
286
577
630
176

3,738

108
353
939
479

711

1,148
3,738
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Notes

Note 39 - Percentage of women by job category

2003 2002

% %

Senior management 12.6 10.2
Management 26.0 25.5

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

Note 40 - Job creation

2003 2002
No. No.
Growth in number of employees, organic 120 168
Growth in number of employees, acquisitions 14 95
Terminations 153 200
Note 41 — Rate of absence by job category
2003 2002
% %
Senior management, Management,
professional and administrative 1.6 1.5
Skilled workers, laboratory technicians,
other technicians and process operators 4.8 43

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

Note 42 - Consequences of occupational accidents

2003 2002

No. No.

Return to normal job 39 54
Out of work or early retirement 1 1
Case pending 4 0
Occupational accidents, total 44 55
Total days of absence 570 1,039
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Note 43 - Consequences of occupational diseases

2003 2002
No. No.

Return to normal job 6 6
Return to a different job in the
same department 2 2
Transfer to a different job in
another department 7 1
No longer employed by Novozymes
but still able to work 1 1
Out of work or early retirement 0 2
Case pending
Occupational diseases, total 17 13
Total days of absence 36 445
Note 44 - Distribution of users of CRM

2003 2002

No. No.

Sales & Marketing 439 425
Research & Development 118 144
Other 54 23
Users of CRM 611 592
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Share information

Share information

The Novozymes share in 2003

The price of the Novozymes B share closed the year at
DKK 215.50, up DKK 67.50 or 46% from the beginning
of the year. This positive performance came despite
unfavourable exchange rate movements for Novozymes,
especially in the case of the USD.

The Novozymes share performed 24 percentage
points better than the Copenhagen Stock Exchange’s
KFX blue-chip index, which climbed 22% during the
year and was favoured particularly strongly by the
performance of the A.P. Mgaller-Meersk share. Relative
to other relevant stock indices the trend was again for
the Novozymes share to gain more than the average.

In September 2003 Dow Jones Sustainability Indexes
again named Novozymes as the listed healthcare/
biotechnology company with the greatest capacity,
both in Europe and worldwide, to generate long-
term shareholder value by seizing opportunities and
managing risks deriving from economic, environmental
and social factors.

Novozymes' market capitalisation at the end of the year
was DKK 16.2 billion. The share was the 13th most
traded on the Copenhagen Stock Exchange, placing

it midway up the KFX index. Share turnover was fairly
stable during the year. On an average day over 146,000
shares were traded, equivalent to 1.8% of the value of
trading in all KFX shares.

Novozymes invested DKK 392 million in share buy-
backs in 2003, and holdings of own shares comprised
7.9% of its total share capital at year-end.

Novozymes’ B share in 2003 - relative share price
performance versus relevant indexes

— Novozymes A/S B

— KFX index

— Dow Jones STOXX Sustainability Index
Dow Jones Chemicals Europe

Relative share price development
170
160
150
140
130
120
110
100
90
80

70
Dec-02  Feb-03  Apr-03  Jun-03  Aug-03  Oct-03  Dec-03

Share-related key ratios

2003 2002
Share price (DKK)

— high 225.00 184.00
- low 125.00 134.50

— year-end 215.50 148.00

Year-end market capitalisation
and turnover (DKK billion)

— A shares 2.3 1.6
— B shares 13.9 9.6
— total 16.2 11.2
Turnover, all trades 6.3 4.7

No. of shares, average
(million)
— diluted 70.9 72.6

No. of shares, year-end (million)

— issued 75.4 75.4
— outstanding 69.5 71.8
— diluted 70.7 71.9

>
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Share information

2003 2002

Shares not strategically
owned (free float)

— all shares 74.5% 74.9%
— B shares 86.8% 87.3%
Key figures

Earnings per share,

diluted (DKK) 10.24  8.88
Cash flow from operating activities

per share, diluted (DKK) 19.39 16.28
Dividend per share (DKK) 3.15 2.25
Year-end dividend yield (%) 1.5 1.5

The way in which “No. of shares - diluted” is calculated
has been changed from previous years, see the account-
ing policies on page 10. The figures for 2002 have been
restated.

Share information

Novozymes A/S' B shares are listed on the Copenhagen
Stock Exchange and are traded under ticker code NZYM
B and ISIN DK0010272129. They have a nominal value
of DKK 10 each.

Share capital and voting rights

Share capital %

(DKK) Votes votes

A shares 107,487,200 1,074,872,000 62.4
B shares 646,901,120 646,901,120 37.6
Total 754,388,320 1,721,773,120 100.0

The A share capital is held by Novo A/S, which is wholly
owned by the Novo Nordisk Foundation. In addition,
Novo A/S holds 8,541,280 B shares, which overall gives
Novo A/S 25.5% of the total share capital and 67.4%
of the votes, which is why Novozymes is included in the
consolidated accounts of the Novo Nordisk Foundation.
Novo A/S is domiciled in Gladsaxe, Denmark.

Novozymes' holding of own shares has been included

when calculating the numbers and percentages of votes
held.
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Breakdown of shareholders

Name % of B share % of total

capital share capital
Novo A/S, Gladsaxe, Denmark 13% 26%
Novozymes A/S, Gladsaxe, Denmark 9% 8%
Danish ATP, Hillergd, Denmark 7% 6%
Fidelity Investments, USA 6% 5%

Other institutional
investors, etc. Approx. 54% Approx. 46%
Private Approx. 11% Approx. 9%

Total 100% 100%

“Other institutional investors, etc.” includes two foreign
funds, each with just under 5% of the total share capi-
tal.

It is estimated that the number of private shareholders is
55,000, of whom 33,000 are registered by name.

Geographical distribution of shareholders

% of B share % of total

Country/region capital share capital
Denmark 50% 57%
North America 18% 15%
UK 14% 12%
Rest of Europe 9% 8%
Asia Pacific, etc. 9% 8%
Total 100% 100%

Further information about the Novozymes share can be
found at www.novozymes.com —> Investor Zone —>
Share Info.

Dividend

The Board of Directors proposes payment of a dividend
of DKK 3.15 per share for 2003, compared with DKK
2.25 per share for 2002.

Dividend is disbursed in DKK less the statutory 28%
deduction of Danish withholding tax. Shareholders
resident in certain countries are eligible for a refund of
withholding tax deducted in Denmark, subject to the
double taxation agreements in force between Denmark
and the countries concerned.



Dividend dates

Resolution adopted at the Annual
Meeting of Shareholders March 17, 2004
Last day of trading with right

to dividend for 2003

First day of trading without right
to dividend for 2003

Dividend cut-off date

Disbursement of dividend

March 17, 2004
March 18, 2004
March 22, 2004

March 23, 2004

Financial calendar

March 17, 2004 Annual Meeting of Shareholders
Bella Center, Center Boulevard 4,
2300 Copenhagen S, Denmark
April 29, 2004 First quarter 2004 Group
financial statement

First half 2004 Group financial

statement

August 4, 2004
October 27, 2004 First nine months 2004 Group
financial statement

Shareholder magazine and annual report
The shareholder magazine The Zymes is distributed to all
shareholders registered by name in connection with the
notice convening the Annual Meeting of Shareholders.
The annual report is available by contacting Novozymes
or on Novozymes' website.

Equity analysts and investor

relations guidelines

A detailed list of the equity analysts covering Novo-
zymes can be found on the company’s website at
WWW.novozymes.com —> Investor Zone —> Share Info.

The following 20 companies were covering the
company at year-end:

ABN AMRO/Alfred Berg, Alm. Brand Bars, Carnegie,
Cazenove, Citigroup/Smith Barney, Crédit Agricole
Indosuez Cheuvreux, Danske Equities, Deutsche Bank,
Enskilda Securities, GP Bgrsmaeglerselskab,
Handelsbanken Securities, HSBC, J.P. Morgan Securities,
Jyske Bank, Merrill Lynch, Nordea Securities, SG
Securities, Sydbank, UBS and Vontobel.

Novozymes' investor relations guidelines can be viewed
under Investor Zone —> Contacts.

Dialogue and contact

Visit the Investor Zone at www.novozymes.com
for information for both private and institutional
shareholders, or contact Investor Relations:

Michael Steen-Knudsen, Senior Director
Novozymes A/S

Krogshejvej 36

2880 Bagsveerd

Denmark

Tel. +45 4442 6048

Mobile +45 3079 6048

Fax +45 4442 1002

E-mail: mskn@novozymes.com

Thomas Kudsk Larsen, Manager
Novozymes North America, Inc.
77 Perry Chapel Church Road
Franklinton, NC 27525, USA

Tel. +1 919 494 3000

Fax +1 919 494 3450
E-mail: tkla@novozymes.com

Shareholder enquiries concerning dividend payments and
the Novozymes shareholder register in general (share
certificates, lost shares, etc.) should be directed to:

Nordea Bank Danmark A/S
Selskabsservice, Postboks 850, 0900 Copenhagen C,
Denmark. Tel. +45 3333 3301, fax +45 3333 1031

Registration number

Novozymes A/S is registered with the Danish Commerce
and Companies Agency under 10 00 71 27. m
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Board of Directors

Seated, from the left: Lars Bo Keppler, Ulla Morin, Henrik Gurtler. Standing, from the left: Walter Thygesen, Arne Hansen, Paul Petter Aas,
Hans Werdelin, Kurt Anker Nielsen, Jerker Hartwall

Henrik Giirtler

Born 1953, Chairman; CEO, Novo A/S

Other board positions:

Chairman: Center for Ledelse

Member: COWI A/S, Copenhagen Airports A/S (Kgben-
havns Lufthavne A/S) and Bradrene Hartmanns Fond

Paul Petter Aas
Born 1946
Senior Vice President, Norsk Hydro ASA, Norway

Arne Hansen
Born 1951, employee representative, Skilled worker

Jerker Hartwall
Born 1952

CEOQ, Karlshamns AB, Sweden

Lars Bo Kappler
Born 1962, employee representative, Technician

Ulla Morin
Born 1954, employee representative, Laboratory technician
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Kurt Anker Nielsen

Born 1945, Vice Chairman

Director

Other board positions:

Vice Chairman: Novo Nordisk A/S

Member: Coloplast A/S, DakoCytomation A/S,
ZymoGenetics, Inc., Novo A/S and TDC A/S

Walther Thygesen

Born 1950

General Manager and Regional Vice President,
Hewlett-Packard

Other board positions:

Chairman: Twinsoft A/S

Member: Thrane & Thrane A/S

Hans Werdelin

Born 1938

Director

Other board positions:

Chairman: CW Obel A/S, Fritz Hansen A/S and Publicis A/S
Vice Chairman: Skandinavisk Holding A/S and
Skandinavisk Tobakskompagni A/S

Member: Novo A/S, Lomax A/S and Laundry Systems
Group NV
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Executive Management

Seated, from the left: Anne-Marie Skov, Per Falholt. Standing, from the left: Steen Riisgaard, Peder Holk Nielsen, Per Mé&nsson, Arne W. Schmidt

Steen Riisgaard

Born 1951

President and CEO

Other board positions:

Member: Egmont Foundation, World Wide Fund for
Nature (WWF) in Denmark, and The Copenhagen
Centre, New Partnerships for Social Responsibility

Per Mansson
Born 1954
Executive Vice President and CFO, IT & Legal Affairs

Per Falholt

Born 1958

Executive Vice President and CSO
Other board positions:

Member: IT Practice A/S

Peder Holk Nielsen
Born 1956
Executive Vice President, Sales & Marketing

Arne W. Schmidt

Born 1945

Executive Vice President, Development, Production
& Quality

Besides the executive officers, the Executive Manage-
ment also includes the vice presidents responsible for
Human Resources and Stakeholder Communications:

Anne-Marie Skov

Born 1953

Vice President, Stakeholder Communications &
Sustainable Development

Mette Vestergaard

Born 1966

Vice President, Human Resources
(from February 1, 2004)
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