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“The 2010 achievements confirm that PHARMAQ is
on the offensive. Our market leadership in Norway
was further strengthened. We saw a very convincing
introduction and penetration of the Chilean market
for our new ISA vaccine. And our financial results
strengthened significantly. It was an excellent year for
the company, and the Board would like to thank all

employees for these and other achievements.”

Svein Rennemo was elected Chairman of the board of
PHARMAQ AS in January 2009. His other directorships:
Chair of the board of StatoilHydro ASA, Integrated
Optoelectronics AS and Tomra Systems ASA

Svein Rennemo
Chairman of the Board
Y PHARMAQ AS
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PHARMAQ - a brief overview

PHARMAQ is recognized as the world’s leading pharma-
ceutical company specializing in aguaculture where the
main products are vaccines for farmed fish. The Norwegian
company was established in 2004, and since November
2008 the major shareholders in PHARMAQ are Orkla ASA
and Kverva Holding AS. The remaining shares of the
company are held by PHARMAQ's management and
employees. The total number of employees in PHARMAQ
is 124.

In Norway, PHARMAQ's Oslo office comprises administra-
tion, research and development, regulatory affairs, intellec-
tual property rights, sales and marketing. All PHARMAQ's
fish vaccines are manufactured at the factory at Overhalla in
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Norway. Since the establishment, 14 new fish vaccines have
been developed and introduced in different markets.

Internationally PHARMAQ is represented through its sub-
sidiaries in Chile, the United Kingdom and its representation
office in Ho Chi Minh City, Vietnam. In other markets
PHARMAQ operates through an extensive network of
distributors and wholesalers.

The company has established its own PHARMAQademy®.
In addition to providing for development of our own staff,
this initiative has become an important arena for meeting
the aquaculture industry, nationally and internationally.
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"We are doing extensive research
on sea lice and how to prevent
this threat to the industry."

PHARMAQ's successful contribution to improved fish health
in 2010 was possible only through the joint efforts of our
world class employees and the company’s ability to respond
to the products required in different markets. Looking back
at the year behind us, | feel proud.

The comprehensive and complex issues in research, develop-
ment and production of a new product are well illustrated
by last year's introduction of vaccines for Chile. Across the
company different PHARMAQ teams were working twenty
four-seven to produce a vaccine for the Chilean market,

a market run down by Infectious Salmon Anemia (ISA). In
the shortest possible time we developed a vaccine so trust-
worthy that the majority of Chilean salmon farmers started
to use our product. The passion, enthusiasm and dedica-
tion the entire team has demonstrated for the industry, is
humbling for a CEO. In this report you can read more about
the Chilean salmon industry and how it is getting back on
its feet again with the help of PHARMAQ Chile.

The entire organisation is taking pride in supplying premium
products and value added services to our global customers.

36.8% @ Orkla ASA
,0 /0

36,8% . Kverva AS

‘ PHARMAQ employees

26,4%

This makes it possible for PHARMAQ to stay in the forefront
of our business through significant investments in research
and development to meet new disease challenges facing
the global fish farming industry. Right now, for instance,
we are doing extensive research on the next generation of
sea lice products to reduce this threat to the industry. At
the same time we are investing extensively in new vaccine
products for salmon, pangasius and seabass among other
aquaculture species.

As we are preparing to move into new aquaculture
markets to cover new species, we have decided to expand
the company. We are planning for a 15 per cent growth of
the company, an expansion which will not only benefit
PHARMAAQ), but also our customers and the industry.

We are proud of the contribution we make to safe and
healthy seafood.

Together — We make aquaculture progress

Morten Kr. Nordstad

CEO
PHARMAQ Holding AS
PHARMAQ AS
PHARMAQ AS Chile Ltda. PHARMAQ Ltd.

PHARMAQ Vietnam
Representative office
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FEBRUARY

PHARMAQ's first sales of fish vaccines to the Spanish
fish farming industry. PHARMAQ has identified this
market as a major part of its expansion in the
Mediterranean

PHARMAQYs first ISA vaccine ALPHA JECT® micro 1 ISA
received a Provisional Marketing Authorisation from
the Chilean authorities

The sea lice product AMX®, received a Marketing
Autorisation from the Chilean authorities

The multi-component ISA vaccine ALPHA JECT® 5-1

from PHARMAQ received a Provisional Marketing
Authorisation from the Chilean authorities

Finishing the successful field trial of the first pangasius
vaccine in Vietnam

NOVEMBER

PHARMAQ and the Norwegian School of Veterinary
Science identified the virus causing cardiomyopathy
syndrome (CMS) of Atlantic salmon

—

DECEMBER

The vaccine ALPHA DIP® Vibrio against vibriosis in
seabass received a Marketing Authorisation by the
Greek authorities
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PORTRAIT

We visit our General Manager of PHARMAQ Chile, Bernd Wrege

PHARMAQ Chile
ten years after

Since PHARMAQ's establishment in Chile ten years
ago, we have put pride in our contribution in helping
the fish farming industry to overcome its many
challenges related to fish health.

The Chilean fish farmers have been introduced to as much
as eleven new fish vaccines from PHARMAQ and we have
restlessly offered our customers service in growing the
Chilean fish farming industry.

In Chile the fish farming industry grew at a neck breaking
speed, and at the most productive level more than 400.000
tonnes of Atlantic salmon were exported to the US, Japan
and EU.

The conditions for growing farmed salmon in Chile are
favourable. The long coast line accessible for farming
combined with stable water temperatures and experienced
workers are some of the success factors to this industry.
Nevertheless, wherever we find aquaculture activities there
are constant challenges of diseases threatening the industry.

Recession

In Chile the most challenging situation occurred by mid
2007. The Atlantic salmon industry was struck by the
devastating disease caused by the Infection Salmon Anemia
virus (ISAv). This led the industry into a deep recession from
which it is now slowly recovering. However, in hindsight it
seems obvious that the industry grew too fast, and regula-
tions were not in place to handle the biological conditions.

General Manager of PHARMAQ Chile, Bernd Wrege,
believes that without the PHARMAQ ISA vaccines intro-
duced in 2010, the recovery of the Chilean Atlantic salmon
industry would have been slower than expected today.

saludss Cordiales

Although the ISA-virus was well known and had already
been affecting the salmon fish farming industries in coun-
tries such as The Faroe Islands, Canada, Scotland and
Norway back since the early nineties, the current EU-regula-
tions did not allow ISA-vaccines as a measure in controlling
this disease. The consequence was that development of ISA
vaccines was not given first priority.

To the Chilean industry the consequence of the ongoing
ISA outbreaks was a reduced Atlantic salmon production to
nearly 130.000 tonnes in 2010.

“No one saw this tragedy coming, and when it did, nor we
or the industry were prepared. There were no vaccines on
the market which could perform successfully, so PHARMAQ

General Manager of PHARMAQ Chile, Bernd Wrege 4
i 4 Vaccination team in Chile

PHARMAQ
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" We have to deliver quality to
keep the industry sustainable”

I
FACTS

PHARMAQ Chile has seven employees of
which five are veterinarian by education

» PHARMAQ Chile handles both import,
storage and distribution of their own
products in addition to sales and
customer services

» The sea lice product AMX® is included
in PHARMAQ Chile's broad portfolio of
products
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immediately initiated a comprehensive ISA vaccine project
with the objective of introducing efficient vaccines,” says
Bernd Wrege.

Market leader

Luckily, PHARMAQ had researched the ISA-virus in 2001 and
2002 and at that time arrived at a “proof of concept” for a
vaccine. This led to PHARMAQ already possessing valuable
information about the virus when the disease broke out in
Chile, and the important decision to take action was made.

“Everyone involved at PHARMAQ put all efforts as a team
into the vaccine project. It was a race against time, and
normally the time frame in developing a vaccine would have
been longer, but the industry could not wait,” says Wrege.

It took less than two years for the hard working team to
reach the goal, and PHARMAQ Chile could finally offer
the two ISA-vaccines tailor made for the Chilean Atlantic
salmon. Although other pharmaceutical companies had
already launched their own ISA vaccines, PHARMAQ
immediately became market leader with over 80 per cent
of the industry preferring their vaccines.

"I think what makes our vaccines so special, is that we have
never believed in vaccine development as a “quick fix”. We
have to deliver quality to keep the industry sustainable,”
Bernd Wrege says.

And so PHARMAQ did. The company now enjoys a unique
position in the Chilean market as a result of the success with
the ISA-vaccines, and PHARMAQ is conceived as the most
serious company of its business.

Pleasant challenges

“Fish health management and governmental regulations
are key drivers to a continued and controlled growth of the
Atlantic salmon industry in our country, as elsewhere.

| believe the industry has learned a very valuable lesson and
see vaccination as an investment, not only as a cost. With
this in mind we are sure the industry will be back to the
2008-production level by 2014 or 2015", says Bernd Wrege.

He states the cooperation with the Norwegian head office
has been exemplary throughout the years PHARMAQ has
been present in Chile.

“| feel like the Chilean part of PHARMAQ is a big part of the
company. The people working in PHARMAQ in Norway and
in other parts of the world do excellent work, and | would
like to thank everyone who has worked so hard for us to
move forward in this recession,” says the manager.

There are still challenges ahead in Chile, but this time of a
more pleasant kind for the company.

“As our vaccines are so requested, we sometimes struggle
to deliver enough as the demand is huge. However, we are
working on getting on top of it now,” Bernd Wrege says.
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Facts and Figures

2010

PHARMAQ's position in the global market place for vaccines
and therapeutic products for the salmonid farming industry
has never been stronger than at year end 2010. Through
the introduction of the company’s ISA vaccines in Chile and
a further increase in vaccine sales to the Norwegian fish
farming industry, 50 percent of the salmonids on a global
scale were vaccinated with a PHARMAQ vaccine in 2010.

PHARMAQ's market leading position in Norway is mainly
based on the growing success of the micro dose vaccine
ALPHA JECT micro® 6 with 110 million salmon vaccinated
with this product in 2010, a 70 per cent volume increase
from 2009. In terms of total market, 278 million Norwegian
salmon and trout were vaccinated last year, of which

57 per cent were injected with a PHARMAQ vaccine.

Efficient and safe vaccines against ISA are prerequisite in the
recovery of the Chilean industry. PHARMAQ's ISA vaccines
for Chile, ALPHA JECT® micro 1 ISA and ALPHA JECT® 5-1
became the preferred and leading products within the ISA
vaccine segment in 2010. The Chilean customers trust in our
products, and services made it possible for the company to
close a total sales of 107 million vaccine doses in 2010.

ALPHA JECT® 2-2 remains a firm favourite with the Scottish
salmon industry. Of a total of around 50 million fish
vaccinated in Scotland and Ireland in 2010, almost 32
million were vaccinated with this vaccine. The fact that
ALPHA JECT® 2-2 retains such a strong market position

is a testament to the quality and consistency of this tried
and tested product.

In 2010 approximately 17 per cent of revenues were
ploughed back into research and development. This enabled
PHARMAQ to bring forward a broad R&D project portfolio
making the company well positioned for further growth
both through a solid product pipeline and the introduction
of new high quality health products to the global fish
farming industry.

Global figures; the number of salmonids
vaccinated in sea water farming

Year PHARMAQ Total Global
in million in million market share

Source: PHARMAQstatistics (2010)

PHARMAQ sales per product segment
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PHARMAQ revenue split by region 2010
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WORKING FOR PHARMAAQ
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Meet some of our employees around the wor,

NAME: Vo Thanh Tung

SITUATED IN: PHARMAQ Vietnam
POSITION: Clinical Development Manager
EDUCATION: Bio-technology, BSc.

Interests:

| enjoy singing karaoke, and | like travelling, visiting and learning
about new technology in aquaculture. | also enjoy team building
activities.

What are your main responsibilities in PHARMAQ?

I work with clinical documentation for PHARMAQ products in
Vietnam. | plan and follow up Wet lab and Diagnostic lab activities
in order to support sale and R&D activities.

Who are you most dependent on in PHARMAAQ to get your
work done?

The PHARMAQ Vietnam office is a part of the PHARMAQ strategy
to be truly global. Together with the Director for PHARMAQ Asia
and lab operators in both Vietnam and Norway, | plan and conduct
clinical trials for pangasius in Vietnam.

What makes PHARMAQ a great place to work?
In PHARMAQ we share knowledge and my ideas are listened to.

Describe a normal day at work:

Normally, my colleagues and | start the day sharing news, and
then | check my e-mails. My schedule depends on the annual team
objective. Last year we were focused on the ALPHA JECT® Panga 1
field trial, where | conducted and wrote reports. This was the first
vaccine field trial in Vietnam, so nobody fully knew how to execute
this. Most of my working time I spend completing trials, and | also
plan for wet lab and diagnostic lab operations.

NAME: Maria Kildal Hanum_
SITUATED IN: PHARMAQ Norway
POSITION: Process engineer
EDUCATION: Bio engineer

Interests:
I spend most of my spare time with my boyfriend and son.
Additionally, in 2011 we will expand our family as | am pregnant.

What are your main responsibilities in PHARMAQ?

My main responsibilities are to be in charge of the filtration, and
implementing the new filtration unit. | also work with SAP super
user production, and | contribute to the daily operations of the
fish vaccine production.

Who are you most dependent on in PHARMAAQ to get your
work done?

I am dependent on all the parts of production towards the down-
stream processing. Filtration is a process between fermenting and
formulating, so | work closely with the whole production unit for
fish vaccine. | am also dependent of regulatory, R&D and QA/QC

among others.

What makes PHARMAQ a great place to work?
PHARMAQ has a great work environment, with varied and
interesting work tasks. | also have friendly and skilled colleagues.

Describe a normal day at work:

The day usually starts with a lot of office work, mostly e-mails,
revision and preparation of new SOPs, protocols and regulations.
Lately I have worked quite a lot with validation and introduction of
the new filtration unit. It has taken quite some time to learn how to
use, create procedures and qualify the filtration equipment before it
goes into use.
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‘ We take a closer look at what it takes to develop viral vaccines

Crucial for Aquaculture

Without viral vaccines there would be no PHARMAQ.
The skillful scientists and technicians at the Virus Tech
department are behind some of the most innovative
vaccines within aquaculture.

Virus Tech is the centre of development of vaccine com-
ponents against viruses at PHARMAQ. The department’s
seven employees work on projects and in teams, and
develop vaccines against the continually emerging viral
diseases in aquaculture.

Manager of Virus Technology, Anne Aas-Eng, says the Virus
Tech department at PHARMAQ is a substantial part of the
company value chain.

“All our product development happen in projects, and our
project leaders follow the vaccines all the way from attaining
isolates through to the end of the production,” she says.

The department’s main tasks range from isolating and char-
acterizing new virus isolates to identifying the best possible
vaccine compositions, and to develop efficient processes for
production of the viral components.

PHARMAQ released their first virus vaccine in 1996, contain-
ing protection against Infectious Pancreatic Necrosis (IPN).
Today, this component is included in most of the company’s
salmon vaccines, and it is part of the standard vaccines

used in Norway, UK, Ireland and Chile. From working with
different fish virus in the past two decades, Virus Tech has
built a unique competence in its field. Together with other
PHARMAQ departments, Virus Tech constantly seeks further
improvements in processes, technologies and products. The

department’s valuable competence was essential when both
the Pancreas Disease (PD)-vaccine and the Infectious Salmon
Anemia (ISA)-vaccine were developed within the short time

period between 2006 and 2010.

Time consuming processes

At the end of 2009, PHARMAQ Virus Tech, together with a
group at the Norwegian School of Veterinary Science, was
the first in the world to genetically describe the virus that
causes CMS, Cardio Myopathy Syndrome, in salmon. Since
then, Virus Tech has worked cautiously with the virus, and
recently Virus Tech managed to get electron microscopy
pictures of this new virus for the very first time.

“Development of virus vaccines is complex work which
takes time. But when we have breakthroughs like we had
with CMS, the job is extremely rewarding. It was really fun
that we were the ones who described the genome of this
very unusual virus, and this is a great starting point for us
to develop a vaccine,” says the Virus Tech manager.

Development of vaccines is a time consuming process for
everyone involved. Meticulous testing and growing of
viruses, with the best combination of virus isolates and cell
lines, takes time. Usually it takes years from a virus is
discovered, to a vaccine is in place.

“It is often hard for the industry to understand why it
takes so long. The industry was maybe a bit ‘spoilt” in the
beginning, as most of the previous diseases were caused
by bacteria and not virus. These were easier to develop
vaccines against, while the different type of virus we face
now are more challenging,” says Aas-Eng.

10

Chile and the ISA-vaccine

One of the more challenging viruses in the last decade was
the ISA-virus in Chilean aquaculture. In 2007 the Atlantic
salmon industry in Chile was hit by the dreaded virus, and by
the end of 2010 the production was dramatically reduced.
However, within less than two years PHARMAQ and Virus
Tech developed a high quality vaccine which quickly made
the company the market leader in the South-American
country. You can read more about this in “PHARMAQ Chile
ten years after - a success story” on page 4 and 5.

“In the future, viral diseases will continue to play a major
role in aquaculture. This industry operates with large
monocultures of fish, where diseases can spread easily.
But the nature of this profession is to constantly face
challenges, and here at Virus Tech we are ready for them,”
says Aas-Eng.

EM picture of PMCV
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CMS is a serious disease in Atlantic salmon
affecting mainly large fish close to slaughter

The virus causing CMS was characterized

at the genome level in 2010

The virus was named Piscine Myocarditis

Virus (PMCV)

The virus is member of a virus family never

found in vertebrates before

Because the genome is now characterized, we can
use convenient techniques to study and monitor
the occurrence of PMCV

The work leading to identification and characteri-
sation of PMCV is published in Journal of Virology.
Haugland et al. J.Virol., 2011 (Epub ahead of print)
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The PHARMAQ
2011 calendar-

We® )

Strengthen our presence in the Mediterranean
region including Spain and other EU countries

Establish PHARMAQ Turkey as a new
subsidiary company to PHARMAQ

Approval of PHARMAQ Vietnam as a
subsidiary company to PHARMAQ by
the Vietnamese authorities

Launch of the first ever fish vaccine
in the Vietnamese market

Vietfish conference, including
PHARMAQademy® seminar

Provide best services and solutions to our
Chilean customers and continue as the

Arrange two international PHARMAQademy® preferred provider of ISA vaccines

seminars in Chile addressing fish health
L —
management and new products
The PHARMAQademy® Inverness seminar

T celebrates its 20th anniversary

Completion of Norwegian field trials with
PHARMAQ's pancreas disease vaccine and
seven-component ISA vaccine

Aquanor exhibition in Trondheim including
PHARMAQademy® scientific seminar

Continued focus in further improvement
of bath treatment against sea lice for
establishment of best practice in all
markets affected

Strategic focus for premium fish health solutions

Key elements of the PHARMAQ strategy:

v v Vv Vv v Vv

to be a global provider of fish health products, focusing on vaccines, parasiticides and fungicides
to further strengthen our portfolio of vaccines for farmed fish

expand to new farmed species

supply vaccines and fish health product through our own subsidiaries or selected distributors
cooperate with key research institutes

investigate new business opportunities by licences, alliances and acquisitions
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WORKING FOR PHARMARQ
Meet some of our employees around the wo

NAME: Terje Ting_;bra

SITUATED IN: PHARMAQ Norway

POSITION: Clinical Scientist

EDUCATION: M.sc. Immunology / Fish health biology

Interests:
I spend a lot of my spare time doing sports such as running,
kayaking, fly fishing, trekking and other outdoor activities.

What are your main responsibilities in PHARMAQ?
Planning, implementing and reporting laboratory trials, in addition
to field trials. I also work with clinical support to various projects.

Who are you most dependent on in PHARMAQ to get your
work done?

| depend on all my colleagues. Project teams consist of people
from various functions such as virology, bacteriology, formulations,
production, QA/QC, regulatory and sales. Our close co-operation
and team-work is essential for success.

What makes PHARMAQ a great place to work?

PHARMAQ is a “state of the art” company within its field. The
organization is dynamic, decisions are made quickly, and a high
degree of quality is maintained. Competent and enthusiastic
colleagues with lots of humour makes the working environment
inspiring and fun.

Describe a normal day at work:

My normal day at work includes office-, laboratory- and field activi-
ties. Some days | attend project meetings, plan studies, and write
protocols or reports at the office. Other days, | follow up field trials
at commercial fish farms or perform laboratory studies at various
research facilities around the country. | consider the variation of
tasks as one of the main benefits of my position in PHARMAQ.

NAME: Ewa Franus

SITUATED IN: PHARMAQ UK

POSITION: Quality Manager and Pharmacist
EDUCATION: Pharmacist

Interests:

I have been living in Hampshire in England for the past three years
with my partner and two gorgeous Alaskan Malamutes. | am also
part time step-mum for a 13-year-old girl and an 11-year old boy.

I have always been a very active person, and | like lots of out-door
activities.

What are your main responsibilities in PHARMAQ?

I am responsible for Quality Control and maintenance of a quality
system at PHARMAQ Ltd. GMP facility. | am also in charge of the
on-site pharmacy where | prepare extemporaneous medication in
accordance with an individual veterinary prescription.

Who are you most dependent on in PHARMAQ to get your
work done?

We have only 10 people working at PHARMAQ Ltd office so we are
more or less dependent on each other all the time. From a quality
point of view | need to work closely with the Production Manager
and our qualified people both in the UK and in Norway.

What makes PHARMAQ a great place to work?

In PHARMAQ | feel | am part of a team, I'm a name, not just a
number. | feel | have something to contribute to the company. If
| have a question there is always someone who is willing to help.

Describe a normal day at work:

It is difficult to answer this question as each day is so different.
Sometimes there are more work within a Quality Control area, like
lots of goods-in, IR testing and Artwork approval, and sometimes
I spend more time in front of the computer.
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PHARMAQ BUSINESS IDEA

We provide environmentally sound, safe and efficacious health
products for the global aquaculture industry through targeted
research and the commitment of dedicated people

PHARMAR

www.pharmag.no






