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Report by the Board of Directors and President and CEO 
 
 
 
 
It is the opinion of the Board of Directors and the President and CEO of Össur hf., that these Financial Statements present all 
the information necessary to show the position of the Company at year-end, the operating results for the year and financial 
developments during the year 2001. 
 
Össur hf. designs, manufactures and sells prosthetic solutions. The Company’s headquarters are located in Iceland, but the 
Company owns and operates subsidiaries in the United States and Europe. The Company sells its products all over the world, 
but the principal market areas are the United States, Western Europe and Japan. In the year 2001, the Össur Group consisted of 
Össur hf. in Iceland, the Össur Holdings, Inc., Group in the United States, the Össur Holding, A.B., group in Sweden, and 
individual companies in Luxembourg, the Netherlands and elsewhere. During the year, work was in progress on coordinating 
the names of individual legal entities within the group, and the operation of the group in Sweden was simplified by merging the 
operations of individual companies. A company was established in the Netherlands that will take over the operations in Europe 
at the turn of the year. 
 
The total revenues of the Össur Group amounted to ISK 6.765 million, compared to ISK 3.615 million in the preceding year. This 
represents an increase in revenues of approximately 87%. Profit from the operation of the Group amounted to ISK 844 million. 
For the purpose of comparison, profit from regular operation amounted to ISK 409 million in 2000. Earnings per share amounted 
to ISK 2,57, compared to ISK 1,25 in 2000. The operating budget of the Company for 2001 projected revenues of ISK 6.100 
million over the year, and a profit of ISK 700 million. In October, estimates were revised and annual revenues projected at ISK 
6.650 million and profit at ISK 810 million. Earnings before interests, taxes, depreciation and amortization were projected at 20%, 
or approximately ISK 1.320 million. The Company’s financial reporting and budgeting will be in USD in the year 2002. The total 
assets of the Group amounted to ISK 6.006 million at year-end, liabilities were ISK 2.854 million, and equity was ISK 3.152 
million.  The equity ratio at year-end was 52%, compared to 45% the preceding year. 
 
In the course of the year the Group employed 392 employees, of which 129 were employed by the parent company in Iceland. 
Through out 2000 an average of 327 employees were employed with the Company, of which 120 were employed by the parent 
company 
 
In the course of the year, the Company acquired 4,2 million of its own shares. As a result of a temporary, but substantial, fall in 
the price of the Company’s shares, which could not be explained by changes in its operating performance, it was the opinion of 
the Board of Directors and the President and CEO that investment in its own shares was a reasonable course of action.  The 
stocks will be used, among other things, to meet stock options held by former owners and current executives of the Group’s 
companies in the U.S. and Sweden. The share price of the Company was 49,8 at year-end, compared to 66,0 at the beginning of 
the year. The market value of the Company at year-end was ISK 16,4 billion, which corresponds to a reduction of ISK 5,3 billion 
over the year. At year-end, shareholders in Össur hf. numbered 4.918, compared to 5.923 at the beginning of the year.  Two 
shareholders owned more than 10% of the shares in the Company at year-end: Mallard Holding SA, with 28,78%, and 
Kaupthing Bank hf., with 11,36%. 
 
The Board of Directors does not recommend payment of dividends to shareholders in 2002. As regards changes in the equity of 
the Company, the Board refers to the Notes attached to the Financial Statements.  
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Report by the Board of Directors and President and CEO 
 
 
 
 
The Board of Directors and President and CEO of Össur hf. hereby confirm the Consolidated Financial Statements of the Össur 
Group for the year 2001 with their signatures. 

 
 
 

Reykjavik, February 6, 2002 
 

 
Board of Directors 

 
 
 

Pétur Guðmundarson 
Chairman of the Board 

 Össur Kristinsson Gunnar Stefánsson 
 
 
 
 Heimir Haraldsson Kristján T. Ragnarsson 
  
 
 
  Sigurbjörn Þorkelsson 
  
 

 
 

President and CEO 
 
 

Jón Sigurðsson 



Consolidated statement
2001 2000* 1999 1998 1997

Growth
Net sales in terms of 2001 prices ISK millions 6.765,4 3.838,9 1.455,8 1.190,1 918,0
Employees Number 392,0 327,0 122,0 101,0 87,0
Net income before extraordinary exp. (2001 prices) ISK millions 843,9 434,5 155,8 91,1 13,3
Total assets in terms of 2001 prices ISK millions 6.006,4 5.229,9 1.995,3 614,9 538,1
EBITDA in terms of 2001 prices ISK millions 1.268,3 745,9 272,0

Operational performance
Cash provided by operating activities (2001 prices) ISK millions 1.012,7 485,6 262,4 92,8 38,0
 - as ratio to total debt % 36,1 30,0 67,0 24,5 10,0
 - as ratio to income  1,2 1,1 1,7 1,0 2,9

Working capital from operating activit. (2001 prices) ISK millions 1.053,0 716,8 210,3 131,9 46,1
 - as ratio to long-term debt and stockholders´equity % 27,3 24,6 19,2 30,9 11,9
 - as ratio to investment, current maturities, dividends  1,2 0,1 2,7 2,4 0,7

Liquidity and solvency
Acid-test ratio  1,2 1,1 1,5 1,7 1,3
Current ratio  1,9 1,5 2,2 2,7 2,3
Equity ratio % 52,5 44,6 78,6 35,7 23,2

Asset utilization and efficiency
Net sales pr. employee in terms of 2001 prices ISK millions 17,3 11,7 11,9 11,8 10,6
Total assets turnover 1,3 1,1 1,1 2,2 1,8
Inventory turnover, finished products 4,9 8,4 7,0 6,2 6,0
Grace period granted Days 44 50 40 39 41

Profitability
Return on total assets % 19,0 8,2 22,9 22,2 4,6
Return on common equity % 32,4 9,0 44,7 77,3 12,8
Operating profit as ratio to net sales % 15,8 16,5 16,1 14,7 5,0
Net income before taxes as ratio to net sales % 15,1 12,9 16,6 12,5 4,0
Net income for the year as ratio to net sales % 12,5 11,3 10,7 7,7 1,4

Market
Year-end market value ISK millions 16.356,4 21.677,1 8.477,5
Price/earnings ratio  19,4 53,0 60,8
Price/book ratio  5,2 10,1 6,1
Number of shares Millions 328,4 328,4 211,9
Earnings per share, EPS ISK   2,57 1,25 0,66

* Key figures for the year 2000 have been calculated using net income before extraordinary expenses.

Key figures
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Auditor’s Report 
 

 
 
 
To the Board of Directors and Shareholders of Össur hf. 
 
 
We have audited the accompanying Consolidated Balance Sheets of Össur hf. and subsidiaries as of December 31, 2001, and 
the related Consolidated Statements of Income and Cash Flows for the year then ended.  These Financial Statements are the 
responsibility of the Company’s management.  Our responsibility is to express an opinion on these Financial Statements based 
on our audit.  The Financial Statements of the foreign subsidiaries of Össur hf. were audited by Deloitte & Touche member 
firms. 
 
We conducted our audit in accordance with International Standards on Auditing.  Those standards require that we plan and 
perform the audit to obtain reasonable assurance about whether the Financial Statements are free of material misstatement.  An 
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the Financial Statements.  An 
audit also includes assessing the accounting principles used and significant estimates made by management, as well as 
evaluating the overall Financial Statement presentation.  We believe that our audit provides a reasonable basis for our opinion. 
 
In our opinion, based on our own audit and the audit reports on the Financial Statements of the foreign subsidiaries of Össur 
hf., the Consolidated Financial Statements give a true and fair view of the financial position of Össur hf. and subsidiaries as of 
December 31, 2001 and of  the results of their operations and their cash flows for the year then ended in accordance with 
generally accepted accounting principles applied on a consistent basis. 
 
 
 

 
Reykjavík, February 6, 2002 

 
 

Deloitte & Touche hf. 
 

 
 
 

Heimir Þorsteinsson 
State Authorized Public Accountant 

 
 
 
 

Þorvarður Gunnarsson 
State Authorized Public Accountant 

 
 

 
 



 

Notes 2001 1/10-31/12 01 2000
Operating revenues

Net sales ................................................................... 6.685,1 1.797,4 3.603,0
Other income ........................................................... 80,3 15,2 11,5

6.765,4 1.812,6 3.614,5

Operating expenses

Cost of goods sold ................................................. 2.480,9 659,3 1.407,0
Sales and marketing expenses .............................. 1.248,7 370,6 555,1
Research and development expenses .................. 498,7 125,2 276,6
General and administrative expenses ................... 1.470,3 304,1 779,5

5.698,6 1.459,2 3.018,2

Operating profit .......................................................... 1.066,8 353,4 596,3

Net interest

Interest income/(expenses) ................................... 21 (47,7) (34,5) (130,9)

Income before taxes ................................................... 1.019,1 318,9 465,4

Taxes

Income tax ................................................................ 16 (175,2) (34,0) (56,2)

Net income before extraordinary expenses ............. 843,9 284,9 409,2

Extraordinary expenses

Goodwill charged to cost ....................................... 0,0 0,0 (7.171,9)

Net income/(loss) for the year .................. 843,9 284,9 (6.762,7)

for the Years 2001 and 2000
Consolidated Income Statements 

Consolidated Statements

All amounts in millions of ISK 6



Consolidated Balance Sheets

Assets

Notes 31.12.2001 31.12.2000

Fixed assets

Intangible assets
Goodwill/deferred tax asset .......................................... 4 2.122,0 1.751,8 
Other intangible assets ................................................. 5 31,1 32,9 

2.153,1 1.784,7 
Operating fixed assets 6

Buildings and sites ........................................................ 303,8 233,1 
Other operating fixed assets ........................................ 605,3 437,8 

909,1 670,9 
Investments

Share of equity in affiliated companies ...................... 13,2 0,0 
Long-term securities ..................................................... 8 118,5 158,5 

131,7 158,5 

Total fixed assets 3.193,9 2.614,1 

Current assets

Inventories 9   
Raw materials and work in process ............................. 369,4 258,6 
Finished products ......................................................... 649,5 354,3 

1.018,9 612,9 
Short-term receivables

Accounts receivable ..................................................... 10 1.016,9 875,5 
Other receivables ........................................................... 157,9 109,4 

1.174,8 984,9 
Cash and cash equivalents

Marketable securities..................................................... 11 46,7 265,2 
Cash ................................................................................. 572,1 338,2 

618,8 603,4 

Total current assets 2.812,5 2.201,2 

Total assets 6.006,4 4.815,3 

Consolidated Statements

All amounts in millions of ISK 7



December 31, 2001 and 2000
                                                                                           

Liabilities and equity

Notes 31.12.2001 31.12.2000

Stockholders' Equity 12,13

Common stock ..................................................................... 324,2 328,4 
Additional paid-in capital .................................................. 2.813,1 7.660,6 
Statutory reserve ................................................................ 15,2 15,2 
Other equity (negative) ...................................................... 0,0 (5.942,9)

Total stockholders´equity 3.152,5 2.061,3 

Liabilities

Long-term liabilities 15
Credit institutions .......................................................... 1.461,4 1.293,7 
Long-term notes ............................................................ 5,2 91,2 
Other long-term liabilities ............................................. 374,4 557,4 

1.841,0 1.942,3 
Current maturities of long-term debt .......................... (506,5) (770,3)

Total long-term liabilities 1.334,5 1.172,0 

Current liabilities
Accounts payable.......................................................... 355,8 290,1 
Current maturities, as above......................................... 506,5 770,3 
Accrued taxes payable.................................................. 16 81,5 11,2 
Other current liabilities.................................................. 575,6 510,4 

Total current liabilities 1.519,4 1.582,0 

Total liabilities 2.853,9 2.754,0 

Total liabilities and stockholders´equity 6.006,4 4.815,3 

Consolidated Statements

All amounts in millions of ISK 8



Consolidated Statements of Cash Flows 
for the Years 2001 and 2000

Notes 2001 2000

Cash flows from operating activities

Net income/(loss) for the year .......................................... 843,9 (6.762,7)

Depreciation and amortization...................................... 5,6 201,5 106,1 
Indexation and exchange rate differences.................. 64,9 134,5 
Calculated inflation adjustment.................................... (85,4) (9,0)
Deferred income tax........................................................ 122,5 56,2 
Other non-cash items..................................................... (94,4) (2,1)
Goodwill charged to cost.............................................. 0,0 7.171,9 

Working capital from operating activities 1.053,0 694,9 

Changes in operating assets and liabilities
Inventories, increase...................................................... (268,5) (33,6)
Accounts receivable, increase..................................... (484,9) (200,1)
Current liabilities, (decrease) increase......................... 713,1 (4,0)

Net cash provided by operating activities 1.012,7 457,2 

Cash flows from investing activities

Purchase price of fixed assets ........................................... (263,4) (136,5)
Sales price of fixed assets .................................................. 15,4 25,0 
Share investments .............................................................. (94,0) (5.795,5)
Long-term securities and other receivables, changes ... 47,1 953,6 

Net cash used in investing activities (294,9) (4.953,4)

Cash flows from financing activities

Borrowings of long-term debt ........................................... 0,0 1.162,0 
Payments on long-term debt ............................................. (569,4) (20,5)
Purchases of treasury stock .............................................. (265,1) 0,0 
Paid-in capital ...................................................................... 0,0 3.779,8 
Exercised share options ..................................................... 47,6 0,0 

Net cash provided by financing activities (786,9) 4.921,3 

Net increase in cash and cash equivalents ......... (69,1) 425,1 
Cash from purchased subsidiaries ...................... 24,8 53,5 
Effects of foreign exchange adjustments ............ 59,7 0,0 
Cash and cash equivalents at beginning of year 603,4 124,8 

Cash and cash equivalents at end of year .......... 618,8 603,4 

Notes: Statement of cash flows ........................... 24 

Adjustments to reconcile net income (loss) to 
net cash provided by operating activities

Consolidated Statements

All amounts in millions of ISK 9



Notes to the Financial Statements

Operations

Summary  of Accounting Policies

1. The Financial Statements of the Össur Group have been prepared in accordance with the Act on Financial Statements
and generally accepted accounting standards in Iceland. They have been prepared, for the most part, in accordance
with the same accounting principles as for the preceding year. Changes in accounting policies are described in the
chapter regarding comparison to the previous year.

Össur hf. designs, manufactures and sells prosthetic solutions. The principal products manufactured by the Company
include liners, sockets, prosthetic feet, prosthetic knees and various components used for the manufacture of artificial
limbs. The principal market areas of the Company are North America, Western Europe and Japan, which are served
by companies in the United States, Sweden and the Netherlands, in addition to the Iceland-based parent company.

The production and assembly of the Company’s products was conducted in four places in 2001: at Össur North
America Inc., in Aliso Viejo, California, which manufactures and assembles prosthetic feets; at Össur Engineering,
Inc. in Albion, Michigan, which manufactures prosthetic knees, at Mauch, Inc. in Dayton, Ohio, which also
manufactures prosthetic knee, and at Össur hf. in Iceland, which manufactures sockets and components. In addition,
orthotic devices are manufactured at Össur Nordic, A.B. in Uppsala, Sweden, and, finally, the parent company runs a
prosthetic workshop in Iceland.

Sales, distribution and services in the United States and Western Europe were handled by Össur North America, Inc.,
the Nordic countries by Össur Nordic, A.B., while other markets were mostly serviced by Össur hf. in Iceland and
Össur North America, Inc. Starting in January 2002, Össur Europe B.V. will be responsible for sales, distribution
and service in Europe. In the course of the year, the organization of the company’s sales was changed both in Europe
and the United States, and products are now sold directly to customers rather than through distribution companies.

A new and changed organization for operations and the companies within the Group took effect in 2002. The
Technical division will manage all R&D and manufacturing. The Prosthetic division will handle international
marketing, product management and sales to markets other than the United States and Western Europe. Localized
marketing, sales distribution and services will be handled by three independent sales companies, Össur North
America, Inc., California, Össur Europe, B.V., Netherland, and Össur Nordic, A.B., Sweden.

The Financial Statements of the Icelandic companies within the Group have been prepared using historical cost
accounting, adjusted for the effects of general price level changes. Operating results are presented at the average
price level and amounts in the Balance Sheet at the year-end price level. The adjustment is based on an 8,61%
increase in the Official Consumer Price Index during the year. The net book value of fixed assets and intangible
assets has been revalued by restating the cost and depreciation to the end of the year 2001. Fixed assets and
intangible assets added or sold during the year have been revalued based on term of ownership. The effect of general
price level changes on monetary assets and liabilities at the beginning of the year, as well as their changes during the
year, have been calculated and entered as income amounting to ISK 85,4 million. Revaluation of fixed assets and the
calculated inflation adjustment have been posted to the revaluation reserve account in the Balance Sheet under
Stockholders’ Equity. Monetary assets and liabilities indexed or denominated in foreign currencies are presented at
year-end price level or at the year-end exchange rate.
  
The Financial Statements of other companies within the Group have been prepared using historical cost accounting.
Operational items are presented in Icelandic currency (ISK) at the average price level for the year, and Balance Sheet
items are presented in ISK at the year-end exchange rate. Translation difference of foreign companies is posted to
other equity.

10



Notes to the Financial Statements

Comparison to The Previous Year

2. Comparative figures from the previous year have not been adjusted for the effects of general price level changes.
Substantial changes were made in the operation of the Group over the year 2000, with investments in new companies
taking place in April, late October and late November. In the profit and loss account of Össur for the year 2001, all
subsidiaries are in full operation.

The following changes have been made in accounting principles from prior year:

On the basis of IAS 21 and 39, the exchange-rate difference of a foreign loan taken to finance the acquisition of US
subsidiaries is entered to equity against the exchange-rate adjustment of the operation and assets of the subsidiaries,
since the loan was taken as a hedge against net investment in a foreign entity. The exchange-rate loss, net of taxes
and purchasing power gain, is ISK 71,4 million. 

In the Consolidated Statements of Cash Flows, the effects of foreign exchange adjustment of the cash flows
statements of foreign subsidiaries are shown as a separate reconciliation item, in accordance with IAS 7.

Comparison figures from the 2000 Financial Statements have been adjusted for the acquisition of subsidiaries in late
2000. Expenses appeared in the course of finalisation of contracts, which formed a part of the investment cost in
respect of the subsidiaries, and should have been charged to extraordinary expenses as depreciation of goodwill in
the Financial Statements for 2000. As a result, extraordinary expenses in the Income Statement 2000 and current
liabilities in the Balance Sheet December 31, 2000 have been increased by ISK 84,2 million.

On December 12, 2001, new legislation was enacted amending the Annual Accounts Act, effective from January 1,
2001. According to the new legislation, companies will no longer include the impact of price-level changes in the
accounts; i.e. the so called calculated inflation adjustment has been discontinued. The Act includes a transitional
provision permitting companies to take account of general price-level changes in the preparation of financial
statements for fiscal years starting in 2002 and 2003. The financial statements for 2001 take account of the impact of
price-level changes on the Icelandic companies within the Group. If this had not been done, the profits for the year
2001 would have been lower by ISK 84,2 million.

Other accounting policies relating to individual items in the Financial Statements are specified in the following notes.

11



Notes to the Financial Statements

The Group

3.

Ownership
Össur Holding, AB................................................................................................................................ 100%
    Össur Nordic, AB.............................................................................................................................. 100%
    Össur Nordic, AS............................................................................................................................... 100%
    PI Protesindustri, AB......................................................................................................................... 100%
    PI Medical, ApS................................................................................................................................ 100%
Mega Hali Med, AB.............................................................................................................................. 100%
    PI Medical, AB.................................................................................................................................. 100%
    Protese Industri Medical, AS............................................................................................................. 100%
Össur Holdings, Inc............................................................................................................................... 100%
    Össur Engineering, Inc...................................................................................................................... 100%
    Century XXII Engineering, Inc......................................................................................................... 100%
    Össur North America, Inc.................................................................................................................. 100%
    Mauch, Inc......................................................................................................................................... 100%
    Össur USA, Inc.................................................................................................................................. 100%
Össur Holding, S.a.r.l............................................................................................................................ 100%
OR Capital, Inc...................................................................................................................................... 100%
Össur stoðtæki hf................................................................................................................................... 90%
Össur UK, Ltd....................................................................................................................................... 100%
Össur Europe, BV.................................................................................................................................. 100%

The Consolidated Financial Statements of the Össur Group pertain to the following subsidiaries: 

At the beginning of the year, Össur hf. participated in the establishment of the company Eirberg ehf. Össur’s
ownership is 48.75%, which is entered in the accounts by the equity method. Össur’s share in the year’s earnings,
ISK 2.2 million, is entered in the profit and loss account with other income.

The Consolidated Financial Statements have been prepared in conformity with the cost method of accounting.
When ownership in subsidiaries is less than 100%, the minority interests share of the subsidiaries income or loss and
stockholders equity is stated separately in the calculation of the Groups income or loss and stockholders equity. The
minority interest in Össur stoðtæki hf. is minimal and is not recorded separately in the Financial Statements.

One of the purposes of Consolidated Financial Statements is to show only the net revenues, expenses, assets and
liabilities of the Group as a whole. Hence, intergroup transactions have been eliminated within the Group in the
presentation of the Consolidated Financial Statements. Unrealized gain in inventories resulting from intergroup
transactions has been eliminated and the calculated income taxes of the Group adjusted accordingly.

12



Notes to the Financial Statements

Intangible Assets

4.

Taxable benefits in relation to the purchase of shares in other companies ........................................... 1.812,5 
Calculated tax credit because of carry-forward losses .......................................................................... 347,6 
Calculated tax credit because of eliminated gain in inventories within the Group ............................... 43,9 
Tax liabilities ........................................................................................................................................ (82,0)

2.122,0 

Goodwill /deferred tax asset are explained, on the one hand, by taxable benefits relating to the purchase of shares
in other companies in excess of the recorded book value of their stockholders’ equity and, on the other hand, by
calculated tax credit due to operational losses. Tax liabilities of some of the subsidiaries are deducted from the
calculated tax asset.  The amount is further specified as follows in millions of ISK:

According to the tax law in force in California and the United States, the purchase price of shares in excess of the
book value of stockholders’ equity is deductible over a period of 15 years if the purchase complies with specified
conditions. Thus the subsidiary Össur Holdings Inc. will have a tax deduction available for the next 14 years on
profits amounting to ISK 5.846 million. The Company’s plans estimate sufficient annual profits to make use of the
taxable benefits; thus 30% of the amount has been capitalized, despite the fact that the tax percentage for the United
States and California is closer to 40%. The amount will be charged as income tax in the Income Statement over the
next 14 years. Accordingly, ISK 129,8 million was charged as income tax in the Income Statement for the year
2001, and the remaining balance amounts to ISK 1.812,5 million.

At the year-end 2001 the Group had a carry-forward loss, which can be used in following years. The calculated
taxable benefits thereof, ISK 347,6 million, have been capitalized. This is offset by the tax liabilities of the Group,
which are estimated to be paid over the next few years; calculated tax liabilities amounting to ISK 82,0 million are
deducted from the calculated tax credit.

In preparing the Consolidated Financial Statements, accumulated gains in inventories resulting from intergroup
transactions amounting to ISK 244 million were eliminated. This has effect on the calculated income tax of the
Group, and an adjustment of ISK 73,2 million is made in the Consolidated Financial Statements to account for this.
At the end of the year this calculated tax asset is reduced to ISK 43,9 million due to reduction of the income tax rate
from 30% to 18% as of January 1, 2002. The changes amount to ISK 29,3 million which is charged as income tax in
the Income Statement.

13



Notes to the Financial Statements

5.

Development cost and other intangible assets are further specified as follows in millions of ISK:

Cost at January 1. ................................................................................................................................. 63,3 
Previously amortized ............................................................................................................................ (30,4)
Book value at January 1. ....................................................................................................................... 32,9 
Revaluation and exchange rate difference during the year ................................................................... 5,4 
Additions during the year, cost ............................................................................................................. 0,9 
Amortized during the year .................................................................................................................... (8,1)
Book value at December 31. ................................................................................................................. 31,1 

Research and development expenses..................................................................................................... 3,1 
General and administrative expenses..................................................................................................... 5,0 

8,1 

Fixed Assets and Depreciation

6.

Buildings............................................................................................................................................... 3%
Automobiles ......................................................................................................................................... 10-48%
Machinery and equipment .................................................................................................................... 12-20%
Fixtures and office equipment .............................................................................................................. 15-33%

Fixed assets, revaluation and depreciation are specified as follows in millions of ISK:

Buildings Machinery Fixtures & office

and sites Automobiles & equipment equipment Total

Total value January 1. ................ 258,0 20,3 516,1 290,8 1.085,2 
Previously depreciated ............... (24,9) (5,4) (253,0) (131,0) (414,3)
Book value January 1. ................ 233,1 14,9 263,1 159,8 670,9 

Revaluation / exchange rate
difference during the year........... 52,0 2,3 45,8 29,5 129,6 
Purchases during the year .......... 31,1 19,9 148,3 123,6 322,9 
Sales during the year .................. 0,0 (10,5) (9,7) (0,7) (20,9)
Depreciation during the year ...... (12,4) (4,2) (94,4) (82,4) (193,4)
Net book value Dec. 31. ............. 303,8 22,4 353,1 229,8 909,1 

Other intangible assets include, on the one hand, capitalized development expenses of previous years and, on the
other hand, the cost of obtaining patents for the products manufactured by the Company. These assets are amortized
by 10-20% annually.  All research and development costs incurred during the year are expensed.

Depreciation of fixed assets is calculated on a straight-line basis.  The following rates are used:

The amortization of other intangible assets, classified by operational category, are specified as follows in millions of
ISK:

14



Notes to the Financial Statements

Cost of goods sold ................................................................................................................................ 72,7 
Sales and marketing expenses ............................................................................................................... 7,4 
Research and development expenses..................................................................................................... 25,2 
General and administrative expenses .................................................................................................... 88,1 

193,4 

7. At year-end the official insurance value of the Group’s assets is specified as follows:

Insurance value Book value
2.135,5 1.928,0

Investments

8.

Inventories 

9.

Short-term Receivables

10.

Marketable Securities 

11.

Fixed assets and inventories .......................................................................................

Inventories are valued at cost/manufacturing cost or market value, whichever is lower, after taking into consideration
obsolete and defective goods.

Finished products have been reduced in the Consolidated Financial Statements by unrealized gain from intergroup
transactions. 

Depreciation is calculated as a fixed annual percentage of revalued cost price, based on the ownership during the
year. It is charged off to expenses at the average price level for the year. Depreciation, classified by operational
category, is specified as follows in millions of ISK:

Accounts receivable are valued at cost plus incurred interest and exchange rate difference, less a provision for
doubtful receivables amounting to ISK 125,9 million. This provision is deducted from the appropriate Balance
Sheet items and does not represent a final write-off. The increase of the provision for doubtful receivables during the
year ISK 101,3 million is entered in the income statement.  

Marketable securities consist of mutual fund shares and are valued at the year-end exchange rate. The securities are
readily liquidated.

Long-term securities are intended for the future growth and expansion of the Group. Long-term securities are
recorded at purchase price adjusted due to price level changes.

The Group owns buildings situated in California, USA.
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Notes to the Financial Statements

Stockholders' equity

12. Common stock is as follows:
Shares Ratio Nominal value

324,2 98,7% 324,2 
4,2 1,3% 4,2 

328,4 100% 328,4 

13. Changes in stockholders’ equity are as follows:  

Additional Statutory Other
Common stock paid-in capital reserve Equity Total

Stockholders' equity as of 
January 1, 2001.......................... 328,4 7.660,6 15,2 (5.942,9) 2.061,3 
Tax impact of prior year
adjustment................................... 9,4 9,4 
Purchases of treasury stock .......... (6,4) (258,7) (265,1)
Exercised share options ............... 2,2 45,4 47,6 
Revaluation of fixed assets ........ 15,7 15,7 
Translation difference of 
shares in foreign companies........ 525,1 525,1 
Calculated infl. adjustments........ (85,4) (85,4)
Net income for the year .............. 843,9 843,9 
Transferred  from additional
paid-in capital and balanced 
against losses............................... (4.634,2) 4.634,2 0,0 

324,2 2.813,1 15,2 0,0 3.152,5 

Stock Option Contracts and Obligations to Increase Share Capital

14.

Total common stock at the end of year.............................................
Treasury stock at the end of year......................................................

The Group has entered into stock option contracts with Directors, employees and other parties related to the
operations; furthermore, a portion of the purchase price of companies purchased by the Group has been contingent
upon the achievement of specified results. These contracts contain an obligation to increase share capital in the
future.

The accounting principle has been employed of entering the difference between market price and option price on the
contract date as an increase in the acquisition price of the companies acquired by the Group, or charging the
difference proportionally over the term of the contract until the first option date of the contract. In cases where the
market price on the contract date has been equal to or lower than the option price, no entry has been made.

Shares issued and outstanding at year-end numbered a total of 328.441.000. The nominal value of each share is
ISK 1.
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Notes to the Financial Statements

Contract rate / conditions 2002 2003 2004 2005-6 Total

3,125 / conditional...................... 429,0 429,0 429,0 0,0 1.287,0 
24,0 / conditional........................ 189,6 189,6 189,6 189,6 758,4 
46,0 / conditional........................ 0,0 0,0 0,0 1.000,0 1.000,0 
58,5 / conditional........................ 400,0 400,0 400,0 400,0 1.600,0 
73,7 / conditional........................ 0,0 0,0 0,0 3.550,0 3.550,0 

1.018,6 1.018,6 1.018,6 5.139,6 8.195,4 

Long-term Debts

15.

Remaining balance
Long-term debts in foreign currencies:

1.757,5 
83,5 

1.841,0 

Aggregated annual maturities are as follows:

In 2002 ................................................................................................................................................. 506,5 
In 2003 ................................................................................................................................................. 496,6 
In 2004 ................................................................................................................................................. 798,1 
In 2005.................................................................................................................................................. 39,8 

1.841,0 

Number of shares (in Thousands)

Loans in  USD ......................................................................................................................................
Loans in ISK .........................................................................................................................................

Long-term debts are recorded in terms of the year-end price level. Long-term debts, classified by currency, are
specified as follows in millions of ISK:

At year-end 2001, the total outstanding shares in Össur hf. amounted to 328.441.000. According to the Articles of
Association of the Company, the Board of Directors is authorised to issue up to 10.000.000 shares for the purposes
of the above contracts. The listed market price per share at year-end 2001 was 49,8.

There are also agreements in effect relating to the purchase of Swedish subsidiaries in 2000 providing for the
delivery of a balance amounting to 1.648.800 shares in the years 2002-2004 to the sellers subject to certain
conditions. The Company will utilise its own shares to meet these agreements. The debt is entered into the accounts
of the parent company.

The following is a summary of stock option contracts and obligations to increase share capital when all conditions
have been fully met:
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Taxation

16.

2001 2000

84,1 12,3 

129,8 84,5 

(38,1) (24,6)

29,3 0,0 

(19,0) 0,0 
(10,9) (16,0)

175,2 56,2 

Commitments and Mortgages

17.

Other Issues

18.

19.

Effect of change in income tax rate on calculated tax liability at the 

parent company...........................................................................................................

Income tax effects of the elimination of unrealized inventory gains ..........................

Income tax payable in the year 2002...........................................................................

Amortized taxable benefits relating to the purchase of other companies ...................

Effect of change in income tax rate on calculated tax credit because of  

Changes in calculated tax benefits / tax liabilities in the year 2001 ...........................

eliminated gain in inventories, note 4.........................................................................

Taxes on the Group’s profits during the year have been calculated and entered in the Consolidated Financial
Statements.  Charged income tax in the Income Statement is further specified as follows in millions of ISK:

The assets of the Group carry registered liens and undertakings securing debts with a residual amount of ISK 73,9
million at year-end. The terms of loans amounting to ISK 1.227,2 million include provisions to the effect that the
Company shall not, without consulting the lender, divest itself of a substantial proportion of its fixed assets or
substantially alter its operations. In addition, the loan agreements contain terms on gearing limits.

Nine renting agreements are in place for premises in Reykjavik, the Netherlands, Sweden, the United Kingdom and
the United States. The leases expire in the years 2002-2020. The total amount of rent for the Group in the year
2001 is ISK 92,8 million.

The Company has pre-emptive purchasing rights to the property at Grjótháls 5 in Reykjavík for the duration of the
lease term.

The Group has purchased business interruption insurance intended to compensate for temporary breakdown of
operations.  The insurance amount is ISK 584,8 million.
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20.

America ................................................................................................................................................ 56%
Europe................................................................................................................................................... 35%
Other countries...................................................................................................................................... 9%

100%

Prosthetics............................................................................................................................................. 91%
Orthodics............................................................................................................................................... 5%
Other products....................................................................................................................................... 4%

100%

21. Financial income and (financial expenses) are specified as follows in millions of ISK:

2001 2000

38,5 83,6 
0,0 0,6 

38,5 84,2 

(171,6) (224,1)
85,4 9,0 

(47,7) (130,9)

22.

2001 2000
1.788,2 856,3 

595,9 182,7 
2.384,1 1.039,0 

392 327

745,2 406,8 
669,3 230,2 
236,7 131,3 
732,9 270,7 

2.384,1 1.039,0 

Interest income ...........................................................................................................
Dividends ...................................................................................................................

Cost of goods sold .....................................................................................................
Sales and marketing ...................................................................................................
Research and development..........................................................................................
General and administrative.........................................................................................

Salaries .......................................................................................................................
Salary-related expenses ..............................................................................................

Average number of positions .....................................................................................

Interest expenses and exchange rate difference .........................................................
Calculated inflation adjustment...................................................................................

The sales of the Group is specified as follows according to sales regions and product lines:

Salaries and salary-related expenses paid by the Group are specified as follows in millions of ISK:

The Group has granted loans to employees to purchase shares in the Company. The remaining balance of the loans
is ISK 3,0 million at year-end 2001.  The loans were granted for two years and are interest free.

The total fees to the Board of Directors and the President and CEO of the Group amounted to ISK 29,2 million in
2001. These persons have entered into stock option contracts regarding the purchase of 3.050.000 shares at ISK
73,70 per share. The stock options are exercisable in 2005 if specified conditions are met. No dividends, loans or
commitments have been extended to these persons. 

Salaries and salary-related expenses, classified by operational category, are specified as follows in millions of ISK:
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Notes to the Financial Statements

23.

Cash flow

24. Cash and cash equivalents in acquired companies are recorded as a separate item in the Statement of Cash Flows.

The treatment of effects of foreign exchange adjustments in the Statement of Cash flows is explained in Note 2.

The Group has entered into forward contracts in order to limit currency exchange risk. Forward contracts will be
excercised in the period January-May 2002. The total contracts value amounts to 900 thousand USD vs. ISK 93,0
million.

Taxes paid during the year amounted to ISK 23,0 million. Interest expenses in excess of interest income amounted
to ISK 125,3 million in the year 2001.

Fixed assets in the amount of ISK 57,0 million were purchased during the year, financed in full by lease agreements.
These purchases do not affect cash, and are therefore not included in the Statement of cash flows.
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