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WHAT WE DO
Recipharm provides tailor-made services to pharmaceutical companies 
to meet their individual requirements. Our comprehensive services 
cover the entire lifecycle of a pharmaceutical product – from drug 
substance through to commercial manufacturing – and this means we 
can support our customers in getting products to market in a time and 
cost-efficient way.

WE ARE 
RECIPHARM
Since our inception in Sweden in the mid-1990s, we have grown 
into a leading global pharmaceutical contract development and 
manufacturing organisation (CDMO). We now employ more 
than 6,000 people and focus on supporting pharmaceutical 
companies with our full-service offering, taking products from 
drug substance through to early development and commercial 
production.

Recipharm’s expanding network of facilities and partnerships 
offers our customers access to markets across Europe, North 
America, Asia and beyond. Despite our growing global footprint, 
we continue to conduct our business according to our core values 
and deliver value for money with each customer's needs firmly at 
the heart of everything we do. That’s the Recipharm way.

DEVELOPMENT  
& TECHNOLOGY

We offer pharmaceutical develop-
ment services from seven of our 
global facilities, drawing on a 
range of proprietary technologies 
and intellectual property (IP). We 
have four Centres of Excellence 
focused on drug substances, 
inhalation products, oral solids 
and analytical services.

MANUFACTURING 
SERVICES

We offer seamless tech transfer 
from our development facilities 
and provide commercial supply 
of a wide range of formulations 
including semi-solids, solids, 
steriles and inhalation
technologies.

The business area consists 
of two segments: Steriles & 
Inhalation and Solids & Others.

Recipharm in brief
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 Operating 
assets in over 
20 facilities in 
a total of 10 
countries.

Pharmaceutical companies 
are increasingly focusing their 
internal resource on their core 
areas of expertise and as a result 
are relying more and more on 
outsourced service providers, 
such as Recipharm. In addition, 
they are also looking to simplify 
their supply chain by engaging 
a fewer number of partners and 

6,374
NET SALES (SEKm)

6,806
NUMBER OF EMPLOYEES

987
EBITDA (SEKm)

A GLOBAL LEADER MANAGING COMPLEXITY

instead sourcing more services 
from their preferred providers, 
promoting consolidation 
across the industry. With our 
global reach and broad range 
of capabilities, we are ideally 
placed to manage complexity 
for our customers and this 
affirms our position as a global 
leader in the CDMO space.

M

D

  Manufacturing services

  Development services
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Year in Brief

YEAR IN BRIEF

Recipharm maintains leadership as serialisation 
becomes a requirement in Europe 
Throughout 2018 Recipharm continued to take a
proactive approach to its serialisation preparations.
We successfully connected to the European Hub, 
delivered our first serialised batch to Europe ahead 
of the EU Falsified Medicines Directive (FMD) 
enforcement deadline and enrolled our customers  
on its platform.

Recipharm completes acquisition of inhalation 
contract manufacturing business  
Recipharm completed the acquisition of Sanofi’s 
inhalation contract manufacturing business in 
Holmes Chapel, UK. This includes development and 
manufacturing capabilities for novel respiratory 
products, complements the inhalation development 
expertise offered by the Recipharm team in Research 
Triangle Park, North Carolina. 

2 Recipharm Annual Report 2018

While many stakeholders in the 
pharma industry are campaigning 
for a ‘soft’ exit from the EU, there 
is a risk that the complexity of the 
regulatory landscape will increase 
dramatically if a ‘hard’ Brexit takes 
place. Consequently, we are preparing 
for all eventualities. 
– Thomas Beck, Senior Vice President, 
Quality Management at Recipharm



YEAR IN BRIEF

2018 2017

Net sales 6,374 5,332

EBITDA 987 730

Operating profit, adjusted 425 231

Net profit 159.9 -160.0

Sales growth 20% 14.0%

EBITDA margin 15.5% 13.7%

Operating margin, adjusted 6.7% 4.3%

Dividend per share 1.25 0

Net debt to equity 0.7 0.7

Earning per share, adjusted 2.43 1.10

Employees (FTE) 4,822 4,575

KEY FIGURES

Recipharm completes Kaysersberg 
expansion
Following an EUR 18 million investment at 
the beginning of the year we announced that 
the new blow-fill-seal line was operational 
ahead of schedule in Kaysersberg, 
France. The new equipment increases our 
manufacturing capacity by 200 million 
unidoses per year which can be expanded  
to 800 million.

Recipharm to prepare the closing of the  
Ashton-under-Lyne facility
The decision to close was taken following a 
strategic review of the operation which has 
not been profitable for several years. 

Recipharm invests in Brexit 
preparations 
Recipharm established a dedicated 
taskforce to effectively manage the Brexit 
transition and ensure minimal impact 
on our operations. We are recruiting 
additional laboratory and regulatory staff 
to meet potential increased requirements 
for analytical work and release testing 
and are now well positioned to overcome 
any challenges associated with the UK’s 
departure from the EU.

End-to-end development offering
During the year, we have reorganised our 
global Development Services business with 
Centres of Excellence in Europe, the US 
and India. The new organisation enables us 
to better combine resources and identify 
value-creating synergies to manage 
complex development projects for our 
customers throughout the value chain.

OnDosis and Recipharm partner to 
advance ADHD treatment
We entered an agreement with Swedish 
life science company, OnDosis for the 
formulation development of a novel ADHD 
treatment regime for the US market. 
The treatment will leverage OnDosis’ 
proprietary technology which integrates 
micro-units of oral drugs and individualised 
dosing in a handheld device.

 Steriles & Inhalation 41% 
 Solids & Others 44% 
 Development & Technology 15%

 Steriles & Inhalation 45% 
 Solids & Others 36% 
 Development & Technology 19%

SALES SPLIT PER 
SEGMENT 2018

EBITDA PER 
SEGMENT 2018
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CEO statement

HIGHLY SUCCESSFUL  
YEAR DELIVERS ON  
OUR PROMISES
It is pleasing to report on a very positive 
year for Recipharm. We benefited from 
our major expansion investments in 
previous years and achieved positive 
developments throughout the business 
to deliver on our promises. In summary 
– Recipharm created substantial 
economic value for its shareholders, 
customers and employees.

Our financial performance
By all accounts, 2018 was a great year – with every 
quarter setting new records in terms of sales and 
EBITDA. Our net sales increased by 20 per cent to 
SEK 6.4 billion, which puts our revenue target of at 
least SEK 8 billion by 2020 within reach. Organic 
growth of 11.6% per cent, an EBITDA margin of 
15.5% per cent and a strengthening of our balance 
sheet creates a sound platform for continued 
profitable growth. I am particularly pleased with our 
double-digit organic growth, which is fantastic in the 
tough CDMO market. 

Recipharm’s strong financial position is due to 
improved profitability and cash flow, and reduced 
debt. Our position opens up new and exciting  
opportunities going forward. 

Positive developments around the world
We saw strong growth in India during the year as we 
overcame market volatility and focused on integrating 
our latest acquisition from 2017. We continued to 
increase the use of our Indian development and 
analytical services for the benefit of European 
and US customers and are well on the way to fully 
consolidating our Indian operations into the rest of 
our business.

In Europe, our material expansion in the Steriles 
& Inhalation segment with new lyophilisation and 
blow-fill-seal capacities in Germany, France and Italy, 
were completed, and commercial deliveries began in 
all three countries.

The US remains a huge potential market for us. We 
are still interested in the right kind of acquisitions 
but are increasingly looking at expanding our sales 
presence in the country by drawing on our existing 
capacities in India and Europe, which are already 

FDA-approved for the US market. Such a sales focus 
would involve lower risk than establishing new capa-
bilities in the US.

Acquisitions and supply arrangements
During the year, we acquired a UK commercial scale 
inhalation contract manufacturing business and 
facility from Sanofi with over 450 specialist employ-
ees. The acquisition complements our existing US 
development capabilities in the area to ensure a 
full-service inhalation development and manufac-
turing offering. This is an excellent combination that 
draws on niche technological capabilities to offer 
customers novel respiratory products.

In 2018, we fully implemented the supply arrange-
ment with Roche that began at the end of 2017. 
The arrangement is a model for how to seamlessly 
implement and integrate such agreements into our 
business. The associated facility in Spain is now a 
profitable independent unit and an important part of 
the Group in terms of our capabilities.

I think we can expect to enter into more conven-
tional acquisitions and customer supply arrangements 
in the future – to add new technologies and unique 
offerings based on customer need. There are plenty 
of good opportunities out there and we intend to  
continue to be a consolidator in the CDMO industry.

Streamlining our operations
We continued to streamline our operations, as we 
increasingly draw on our global presence and value-
creating synergies. This includes initiatives aimed 
at efficiency and continuous improvement, such as 
Operational Excellence as well as initiatives designed 
to extend compliance or promote sustainability.

We took the difficult decision to close our facility in 
Ashton-under-Lyne in the UK at the end of the year. 
Despite our best efforts to make the unit profita-
ble in recent years, it was still under-performing 
which left us with no other option than closure. The 
decision is obviously regrettable, particularly for the 
140 employees affected, but we will do what we can 
to find good solutions for the affected employees, 
including opportunities at other Recipharm compa-
nies or elsewhere. An unexpected positive develop-
ment was the reversal of our decision to close the 
Höganäs facility during the year following increased 
customer demand for specific services provided 
by the unit. I wish to express my gratitude for the 
commitment our Höganäs employees have shown 
during this period. It is excellent news that we can 
retain the facility’s highly skilled employees within 
the company.
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HIGHLY SUCCESSFUL  
YEAR DELIVERS ON  
OUR PROMISES

A global Development Services offering
During the year, we have reorganised our global 
development business with Centres of Excellences. 
Our new development organisation is enabling us 
to better combine our resources in Europe, the US, 
India and Israel, identifying value-creating synergies 
to manage complex development projects for our 
customers. This is a clear example of how Recipharm 
draws on its position as a leading global CDMO to 
strengthen its business and unique customer offering.
We still have work to do, but our team has made  
great progress during the year and the work will be 
completed in 2019. Importantly, I expect our develop-
ment business to provide an increasing stream of  
new business to our manufacturing services.

Continuing to develop our sustainability work
A number of our facilities were certified to the ISO 
14001 environmental management system during the 
year – including our facilities in Brescia and Masate in 
Italy as well as in Uppsala, Sweden. Our aim is to certify 
all operations within two years of being acquired.

A notable sustainability achievement included 
securing a 100 per cent renewable energy supply for 
our operations in Bengaluru, India. Half of the unit’s 
energy is now sourced from off-site solar power and 
half from an on-site biomass boiler that is fuelled by 
waste rice husks. I believe that Bengaluru can be a 
sustainability role model for our other facilities to 
show how we can mitigate our environmental impacts 
and exceed stakeholder expectations. 

We continued to enhance our sustainability reporting 
during the year, which is reflected in the greater detail 
we provide in this Annual Report. I see this as an 
ongoing process as sustainability continues to become 
an increasingly natural part of our work at all levels – 
from top management and throughout Recipharm.

The principles of the UN Global Compact continue to 
be the foundation of our sustainability work, and we 
have been active in the Swedish UN Global Compact 
committee during the year. The sustainability 
challenges we face include applying the same 
standards to our units around the world. 

Looking forward to further success in 2019
Recipharm is in a very strong position and I see 
many exciting opportunities to further develop as we 
continue the same strategic course. We will further 
benefit from growth in India and our new capacities in 
Europe, and we will continue to refine our operations 
and evaluate acquisition opportunities. Our new end-
to-end inhalation service offering has already attracted 

interest from customers and I believe this area will 
provide significant new opportunities going forward.

Of course, there are challenges ahead in the form of 
uncertainty surrounding Brexit and international trade 
wars. But I believe we are well-positioned to support 
our customers and cope with such challenges. 

Our current situation is quite a turnaround from last 
year following improvements throughout the business. 
I greatly appreciate the contributions of our individual 
employees and I am incredibly proud of the dedication 
and hard work that has been shown throughout 
the Group. This really highlights the importance 
of our strategy to ‘Employ excellent people’ as our 
employees are fundamental to Recipharm’s success.  
I look forward to continuing our success together.

Thomas Eldered, CEO

Recipharm is in a very 
strong position and I see 
many exciting opportunities 
to further develop.
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Our market

THE RISE OF OUTSOURCING 
AND DEMAND FOR CDMOS 
The introduction of new therapies, an ageing population and an increased demand for 
treatments in emerging markets, such as India, have paved the way for CDMOs to offer 
highly-skilled capabilities and increased capacity to customers. 

The market 
As pressure on drug manufacturers to reduce the
rising cost of healthcare increases,  pharmaceutical 
companies are looking for ways to get drugs to 
market as quickly and efficiently as possible. As a 
result, many have chosen to refocus their operations 
on their core areas of expertise and approach CDMOs 
to provide other capabilities and more capacity. 

The global CDMO market is expected to grow at 
a CAGR of 6.0% to reach USD 93 billion by 2022 
(Visiongain, June 2018), while the growth is expected 
to be significantly higher in emerging markets. With 
more breakthrough therapies entering the market to 
address unmet medical needs, and big pharma selling 
off assets reducing inhouse resource and capabilities, 
the demand for CDMO services has never been higher.

The benefits of outsourcing
While traditionally pharmaceutical companies have 
invested internally to meet new demands and incorpo-
rate new technologies into their offering, we are now 
seeing a shift. By relying on a network of third-party 
providers, companies are able to approach supply and 
demand with a greater degree of flexibility, quickly 
reacting to changes and scaling operations to meet 
market needs. This in turn generates operational cost 
savings and reduces the requirement for companies 
to invest in new equipment and technologies. In addi-
tion, CDMOs can offer highly specialised expertise and 
knowledge that pharmaceutical companies do  
not possess inhouse. 

6 Recipharm Annual Report 2018

CDMOs can offer highly
specialised expertise
 that pharmaceutical

companies do not always 
possess inhouse.



Growth of the one-stop-shop
As pharmaceutical companies continue to refine 
their infrastructures and focus on key  competencies, 
the demand for full-service providers capable of 
 catering for the full life cycle of a drug product is 
rising. Customers are increasingly keen to work with 
a smaller number of suppliers who can offer a wide 
range of services and a global footprint. 

At Recipharm, we offer development and manufact-
uring services that allow our customers to take their 
project from drug substance to early stage product 
development through to commercial manufacture in 
a seamless way. By managing project complexity, we 
can reduce time to market, costs and risk. 

Future outlook
At present, the CDMO market is highly fragmented 
with many small to mid-sized players. The current 
market trend is for large CDMOs to acquire niche 
service providers in order to expand their capabili-
ties and coordinate an efficient supply chain for 
 customers. There are too many companies catering 
for small parts of the supply chain and it is simply not 
sustainable, particularly as big pharma look for ways 
to consolidate their supplier base and small and mid-
sized companies look for additional capacity. With this 
in mind it is likely we will continue to see consolidation 
across the marketplace.

As we move forward, CDMOs will continue to be 
a  valuable resource for pharmaceutical companies, 
allowing them to overcome new challenges, drive 
down costs, reduce timelines, and access the expertise 
required to get new chemical entities (NCEs) to market. 

Introduction Strategy & targets SustainabilityMarket Operations Annual report
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Sales & marketing
Clinical  
studies

Material for  
clinical studies

Discovery
Formulation 
development

Preclinical 
development

Manufacturing 
& packaging

Supply chain 
services

Services typically outsourced to a CDMO

MANUFACTURINGPRECLINICAL 
DEVELOPMENT

CLINICAL STUDIES SALES & MARKETING

An extensive service offering allows CDMOs to support pharmaceutical companies with managing  
a product’s transition from a laboratory environment to full-scale commercialisation.

Services 
offered by 
Recipharm
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FEW
Complexity (service/manufacturing)

MANY

LARGER 
COMPANIES >$500M
Comprehensive CDMO/ 

technology 
service offering

Larger global 
footprint

Consolidators

SMALLER 
COMPANIES  

< $50M
Local

Lower 
development

Limited customer 
base

NICHE 
TECHNOLOGY 
COMPANIES

Innovation-driven
 companies

Limited customer 
base

MID TO LARGE 
COMPANIES

Regional CDMOs

Capacity-driven 
companies

Limited customer 
base

Of the 284 CDMOs, 37 are considered global, i.e. 
their manufacturing and/or business development 
activities span multiple continents. Most CDMOs 
focus on serving their immediate regional market.

 Global 13% 
 Europe 61%

There are 34 CDMOs with revenues in excess of 
USD 100 million, which represent 12 per cent of  
all CDMOs.

 USD <25m 54% 
 USD 25-49m 21%
 USD 50-99m 13%

 USD 100-249m 7% 
 USD 250-499m 2%
 USD >500m 3%

The 34 CDMOs with revenues of over USD 100 
million account for 63 per cent of the industry 
revenue, although they represent just 12 per cent 
of all CDMOs. CDMOs with revenues under USD  
50 million account for 75 per cent of all CDMOs, 
but just 22 per cent of industry revenues.

 USD <25m 12% 
 USD 25-49m 11%
 USD 50-99m 14%

MARKET SEGMENTATION

 North America 21% 
 Japan 4%

 USD 100-249m 16% 
 USD 250-499m 18%
 USD >500m 29%

Source: PharmSource Trend Report 2018, based on Contract Dose Manufacturing market,  
consisting of 284 CDMOs with total revenue USD 20 billion.
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EXPANDING OUR  
CUSTOMER BASE
As part of our ambition to be a leading CDMO, we continue to expand our customer 
base by refining and building on our comprehensive range of services, optimising 
our technical expertise by utilising various technologies, and drawing on our proven 
capabilities in pharmaceutical development and manufacturing.

Our customer base
Our market offering fulfils the wide-ranging require-
ments of both big pharma and small to mid-sized 
companies alike.

Big pharma customers, which account for a signifi-
cant proportion of our sales, typically partner with us 
for high volume manufacturing projects and demand-
ing product maintenance requirements. They are 
also increasingly interested in solutions that involve 
Recipharm taking full responsibility for a project and 
providing support to their global supply chains.

There is considerable potential for growth in our 
existing small and mid-sized customer base, which 
includes both niche specialty pharmaceutical compa-
nies and virtual companies that often lack capabilities 
and inhouse capacity. Such customers can benefit 
from our full-service offering. We are also winning 
new business through our ability to provide  support 
from very early on in the development process, 
including drug substance development and manu-
facturing. Thanks to our knowledge of the complete 
product life cycle, we are well positioned to stream-
line the product’s journey to market avoiding common 
hurdles along the way.

Enhanced customer relations
In recent years, we have more than doubled the  
size of our sales team to ensure we have a commer-
cial sales presence in our European markets, India, 
Israel and in the US. As part of a strategic effort, 
we have also established closer customer contact 
with our account managers who have been able to 
improve processes and ultimately create greater 
customer value.

A loyal and diversified customer base
Our customer base now comprises of over several 
hundreds companies and continues to grow. We are 
further diversifying this by expanding our offering 
with new technologies and services.

Working in an industry with high transfer costs 
and a complex regulatory landscape, our customers 
understand the importance of carefully choosing a 
reliable partner. Customers also value our compre-
hensive full-service solutions which can efficiently 
meet their specific requirements.

Expanding customer base
In 2018, we acquired an inhalation CDMO business 
from Sanofi in Holmes Chapel, UK, expanding our 
inhalation development services through to com-
mercial manufacturing. This has created a number 
of good opportunities for cross-selling between the 
existing services offered from the acquired operations 
and our development and manufacturing capabilities. 

INCREASED CUSTOMER 
DIVERSIFICATION
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 Customer A
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 Other

 Big pharma 45%
 Small & mid-size pharma 16%
 Generic companies 26%
 Emerging pharma 2% 
 Other customers 11%

CUSTOMER SEGMENT AS  
SHARE OF SALES
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Strategy

A ROBUST STRATEGY  
FOR THE FUTURE
The pharmaceutical industry continues to undergo tremendous change, driven 
by a combination of new scientific technology and innovation, mounting price 
pressures and an increased volume demand in emerging markets. Recipharm’s 
strategic objectives and targets are aimed at capitalising on this growth potential. 
Our long-term objectives and financial targets are guided by our six strategic 
pathways, which are designed to generate growth and profitable returns. 

1 Supplying innovative expertise 
The key factors that allow us to 

meet customer expectations are 
extensive pharmaceutical knowledge 
accumulated throughout our long 
history, including efforts to extend 
our offering with specific technologies 
to make it more comprehensive. This 
provides us with a competitive advan-
tage to meet increasing customers’ 
expectations in quality and lead-time. 

2A global Development  
Services offering 

Supporting customers in developing 
new products and market access 
allows us to generate sustainable 
organic growth and helps to secure 
recurrent manufacturing services.

 Our newly restructured 
Development Services organisa-
tion combined with a global supply 
footprint appeals to all kinds of 
customers, from emerging companies 
to specialty pharma but also large 
pharmaceutical companies. 

3Increasing our share of the 
value chain 

We develop our service offering in line 
with customer needs and create value 
for them. 

By combining services such as API 
and formulation development with 
 clinical and commercial supply, we 
accelerate the development process and 
simplify supply chains. Additionally, we 
assist with regulatory support,  leading 
to further improvements of time-to-
market for commercial launches in 
multiple countries and regions.

4Consolidating the CDMO 
industry 

We have successfully completed 
over sixteen company acquisitions 
and asset-backed manufacturing 
partnerships to date. This proven track 
record demonstrates our ability to 
influence and drive consolidation across 
the CDMO industry. The consolidation 
trend allows us to continue and build 
on our existing capabilities with new 
assets that complement our current 
product and service offering.

Our acquisition targets include 
competitors but also new outsourcing 
agreements with pharmaceutical com-
panies who wish to externalise their 
manufacturing of some products asso-
ciated with the transfer of manufactur-
ing assets – a so-called asset-backed 
manufacturing partnership.

5Streamlining operations 
At every stage of a project, 

we strive to optimise operations, 
effectively utilise resources and 
maximise efficiency by implementing 
lean methods throughout the 
organisation. 

Recently, Recipharm made a stra-
tegic decision to close of the Ashton 
under-Lyne facility. We also divested 
the rights to the ThyroSafe® product 
outside the US market but will con-
tinue to manufacture the product for 
the acquirer.

6Employing excellent people 
Operating in a competitive 

environment, supplying highly 
demanding customers, needs talented 
people. It is vital to attract, develop 
and retain excellent individuals. 
We promote internally and nurture 
potential through a strong employee 
development programme. This creates 
exciting opportunities for our people to 
develop their skills, excel and grow in 
the organisation.

As an example, we have started an 
international assignments program in 
cooperation with Business France and 
the French Ministry for Foreign Affairs. 
Within the scope of this program, 
four young assignees were placed at 
Recipharm facilities during 2017 and 
2018 in Sweden, India and the UK, 
holding different functions. This pro-
gram will be extended in 2019.

OUR SIX STRATEGIC PATHWAYS
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MISSION
Our mission is to offer expertise and facilities 
in the deve lopment, production and supply of  

pharma ceuticals to demanding customers for global use. 

OBJECTIVES

FINANCIAL TARGETS

STRATEGIC PATHWAYS

OUR OPERATIONS

VISION
Our vision is to be acknowledged as the best-in-class  
provider of contract development and manufacturing  

solutions to the pharmaceutical industry by our customers,  
employees and other stakeholders.

DEVELOPMENT & TECHNOLOGY

Pharmaceutical development services
Intellectual property

MANUFACTURING SERVICES

Steriles & Inhalation 
Solids & Others

To be a world-leading 
supplier of CDMO services 

To be the first choice of 
our target customers

To maintain a solid 
financial performance

Annual sales should  
exceed SEK 8 Bn by 2020

EBITDA margin should  
be at least 16 per cent 

Net debt to equity should  
be less than 0.8 

A dividend return of  
30–50 per cent profit after tax

 1. 
Supplying innova-

tive expertise 

 2.
A global 

Development 
Services offering

 3. 
Increasing our 

share of the value 
chain

4. 
Consolidating the 
CDMO industry 

 5. 
Streamlining 
 operations 

 6. 
Employing excellent 

people 

RELIABILITY PROFESSIONALISM ENTREPRENEURSHIP TENACITY

OUR VALUE PROPOSITION

 1. 
Pharmaceutical 

expertise

 2.
Managing  

complexity

 3. 
Full service  

offering

4. 
Risk 

control

 5. 
Good value  
for money

CORE VALUES

Introduction Strategy & targets SustainabilityMarket Operations Annual report

11Recipharm Annual Report 2018



Strategy

FINANCIAL PERFORMANCE
Our achievements during 2018 positions us well to explore further opportunities. 
Leverage ratios will continue to improve during 2019, following increased profit and 
reduced capex. Net sales grew by 20 per cent in 2018 and we expect to continue to 
show good growth in 2019, towards reaching our SEK 8 billion sales target in 2020. 
EBITDA at 15.5% did not quite meet our target of 16% in 2018, we are more confident 
of this in 2019. 

With net sales of SEK 6.4 
billion, corresponding to a 
growth of 20 per cent, we 
remain on track to achieve 
our 2020 sales target. 

The Board proposes 
1.25 dividend. 

Net debt in relation to 
equity was 0.7 in relation 
to the target of below 0.8. 

The EBITDA margin of 
15.5 per cent for 2018 
fell short of the target 
margin of 16 per cent.

TO BE A WORLD-LEADING  
SUPPLIER OF CDMO SERVICES
This is measured by market  
share based on revenue.

TO BE THE FIRST CHOICE OF  
OUR TARGET CUSTOMERS
This is measured via  
independent research.

TO MAINTAIN A SOLID  
FINANCIAL PERFORMANCE
This is measured by the  
financial metrics detailed above.

FINANCIAL TARGETS AND RESULTS 

ANNUAL SALES
SHOULD EXCEED 
SEK 8 BILLION 

BY 2020

EBITDA 
MARGIN SHOULD 
BE HIGHER THAN  

16 PER CENT

NET DEBT 
TO EQUITY 

SHOULD BE LESS 
THAN 0.8

A DIVIDEND 
RETURN OF 

30–50 PER CENT 
PROFIT 

AFTER TAX

SEK/share SEK/share SEK/share

4.76.4 5.3

16.015.5 13.7

0.40.7 0.7

1.501.25 0

billion SEK billion SEK billion SEK

OUR 
OBJECTIVES

RESULTS
2016

RESULTS
2017

RESULTS
2018
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MERGERS AND  
ACQUISITIONS
ACTIVITY CONTINUES

In recent years we have seen a lot 
of consolidation across the contract 
services market, driven by two main 
factors. Firstly, as the cost of R&D work 
increases, big pharma companies are 
refocusing their internal resource on 
their core capabilities and as a result 
have begun selling off assets and 
facilities that fall outside of that. The 
second is that CDMOs are acquiring 
competitors or complementary 
companies in order to fulfil demand for 
more services. 

Industry consolidation
Consolidation allows CDMOs to provide integrated 
 service offerings across the entire pharmaceutical 
development cycle from discovery to commercialisa-
tion and lifecycle management. Larger CDMOs can 
also draw on economies of scale and offer compre-
hensive services to create value for their customers. 
In addition, pharmaceutical companies themselves 
influence the trend towards greater consolidation by 
favouring strategic partnerships that can simplify 
their own supply chain and reduce the number of 
CDMOs they do business with.

Our M&A strategy 
At Recipharm we have been using M&As to grow in -
organically and diversify our service offering for cus-
tomers, as well as broaden our geographic presence, 
and add even more technical expertise to the team. 

We constantly identify and evaluate prospective 
acquisitions that will enhance our competitiveness and 
bring value to our customers and our business. Ideal 
targets will allow us to enter new geographic territo-
ries, provide access to new technologies, allow us to 
develop new customer relationships or enhance one of 
our existing service offerings.  

Our routines and processes have been developed 
over many years, providing us with the expertise 
required to minimise disruption and integrate quickly. 
Recipharm’s excellent reputation makes us an 
attractive partner for acquisitions and asset backed 
manufacturing agreements. Our decentralised model 
is also an attractive feature for management as we 
empower acquired companies to manage their own 
business in an entrepreneurial way while simultane-

ously benefitting from the strength of the Group and 
the Recipharm global brand.

Our public listing and transparency also enhance 
our ability to complete transactions by providing 
access to the right financing. This ensures we can 
access the targets we wish to secure.

Acquisitions at Recipharm
Following the acquisition of Kemwell’s pharmaceutical 
business located in Bengaluru, India and the trans-
action with Roche in Leganes, Spain we entered 2018 
with a strong foundation. 

This year we completed a transaction with Sanofi 
which saw us acquire an inhalation business in Holmes 
Chapel, UK. The business which includes development 
and manufacturing capabilities for novel respiratory 
products complementing the inhalation development 
expertise offered by the Recipharm team in Research 
Triangle Park, North Carolina. The new site added 450 
employees. 

We see a number of opportunities to continue our 
acquisition strategy into the future and aim to grow 
both organically and inorganically in 2019.

Strategic investments
Recipharm Venture Fund will continue to evaluate 
potential strategic investments where we can benefit 
from a close relationship with the investment target 
as a customer. With our new global development 
service organisation, we see great opportunities to 
further expand this investment model and add new 
important customers. 

We see a number of 
opportunities to continue  

our acquisition strategy into 
the future and aim to grow 

both organically and 
inorganically 

in 2019.
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CREATING VALUE 
FOR OUR CUSTOMERS AND SHAREHOLDERS

Recipharm’s way of doing business aims to deliver customised solutions 
that meet the unique needs of each customer. By drawing on our extensive 
pharmaceutical expertise, full service offering and global presence, we offer 
services that allow customers to focus on what they do best. This creates  
long-term value for our customers, partners and stakeholders.

Our way of doing business
The Recipharm business model is designed for 
success. Our decentralised organisation promotes 
entrepreneurship with stand-alone operating compa-
nies that are guided by a central management team. 
This decentralised approach enables local flexibility 
and decision making, putting the customer and their 
unique needs at its core.

OUR VALUE PROPOSITION

2 3
MANAGING  

COMPLEXITY
FULL SERVICE  

OFFERING

1
PHARMACEUTICAL  

EXPERTISE

4
RISK  

CONTROL

5
GOOD VALUE  
FOR MONEY

Comprehensive expertise
Over many years and through numerous acquisitions, 
Recipharm has developed comprehensive pharma-
ceutical expertise and advanced skills that allow us to 
manage complexity.

Our full-service offering means we can speed up 
time to market and mitigate the risks associated with 
supply chain management. Our seamlessly integrated 
services help us to be efficient, meaning our customer 
can be sure they get good value for money.

WE OFFER ACCESS TO:

• A broad range of technologies including  
special areas like lyo philisation and  

blow-fill-seal technology (BFS)

• Proprietary technologies 

• Efficient technical transfers 

• CMC regulatory support

WE SIMPLIFY AND IMPROVE  
EFFICIENCY THROUGH OUR: 

• Geographic footprint i.e. manu facturing 
options beyond  Europe, e.g India

• Global compliance including 
 Brazil, Japan and the US

• Technical experience and  
supply chain routines

WE REDUCE OUR CUSTOMERS'  
SUPPLIER BASE BY PROVIDING:

• Project management 

• Supply of drug substance through  
to finished product

• Drug development through to  
marketing authorisation

• Product maintenance

WE MANAGE OUR  
CUSTOMERS RISK BY:

• Delivering on promises

• Maintaining a financially robust company

• Meeting and maintaining quality  
and compliance standards

• Offering dual sourcing options

WE PROVIDE  
EXCELLENT VALUE BY:

• Driving innovation  

• Managing serialisation  
requirements

• Adjusting performance to  
customer needs

14 Recipharm Annual Report 2018
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Operations

MANUFACTURING 
SERVICES 
FULL SERVICE OFFERING CREATES VALUE

Recipharm’s global manufacturing platform provides access to a wide range 
of technologies, expertise and capabilities. A seamless progression from our 
development offering to our manufacturing operations ensures products can  
be efficiently supported throughout the whole project life cycle. 

Beyond our commitment to regulatory compliance 
and delivering high-quality services, our value 
 proposition differentiates us from our  competitors. 
Our integrated service offering means we can 
manage complexity for our customers, reduce risk in 
their supply chain and provide good value for money.  

All Recipharm’s facilities continuously implement 
efficiency improvements according to Lean princi-
ples, which ultimately generate value. Our operations 
are run in accordance with current good manufac-
turing practice (cGMP) and we use well-established 
quality systems as well as perform regular supplier 
audits.

Full service offering 
Our comprehensive manufacturing services allow 
us to manage and coordinate a range of complex 
projects for our customers. Smaller pharmaceutical 
companies appreciate our ability to handle the entire 
product industrialisation process and provide flexible 
production. Big pharma customers value our manu-
facturing capacity and expertise in extending the life 
cycle of mature products.

An important part of Recipharm’s integrated 
 solution is to offer a wide range of  supplementary 
services including: 
• Regulatory services – Our dedicated team of 

 regulatory experts specialises in developing 
 documentation packages to support new submis-
sions, re-registrations and other variations.

• Supply chain services – Through  
our global supplier network and supply chain 
expertise, we offer online solutions for vendor- 
managed inventory (VMI) to facilitate customer 
stock and distribution activities.

• Active lifecycle management services – By combin-
ing our manufacturing and development expertise, 
Recipharm offers services to extend the life cycle 
of mature products.

• Analytical services – We also offer a range of  
analytical services including stability studies,  
analytical method development and full EU  
gateway release and testing services. 

Serialisation
At Recipharm we have taken a proactive approach to 
complying with global serialisation requirements and 
supporting anti-counterfeiting measures. Following 
a EUR 35 million investment during the period 
 2016-2018, we achieved full serialisation compliance 
for the US well ahead of the regulatory deadline. 
This year we have already released our first serial-
ised products to the European market ahead of the 
EU FMD deadline in February 2019. Fifteen  facilities 
and 66 of our lines are now fully equipped with 
 state-of-the-art equipment and the appropriate 
software is in place to handle serialisation require-
ments. In parallel we have enrolled our customers to 
subscribe to this additional service that will deliver 
long term incremental revenues to Recipharm.

One business area – two segments
Our manufacturing services business area consists  
of two segments: Steriles & Inhalation and  
Solids & Others.

Steriles & Inhalation 
The Steriles & Inhalation segment covers sterile 
technologies including liquid ampoules, lyophilisa-
tion, blow-fill-seal technology and inhaled formu-
lations. Steriles & Inhalation is a growth area that 
is currently experiencing increased demand due to 
a large number of new products and limited market 
capacity.

Solids & Others
The Solids & Others segment includes tablets, 
 capsules and semi-solids. Despite increasing compe-
tition in this area, there are still excellent business 
opportunities. We continue to invest in more efficient 
facilities and niche areas, such as sustained release, 
hormones and high containment – to differentiate 
ourselves and capture new business in this segment.
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 Steriles & Inhalation 45% 
 Solids & Others 36%

 Steriles & Inhalation 41% 
 Solids & Others 44%

 Steriles & Inhalation 48% 
 Solids & Others 28%

 Steriles & Inhalation 39% 
 Solids & Others 45%

SHARE OF GROUP EBITDASHARE OF GROUP SALES

STERILES & INHALATION SOLIDS & OTHERS

Key ratios 2018 2017 2018 2017

Sales, SEKm 2,556 2,126 2,784 2,222

EBITDA, SEKm 497 391 390 251

EBITDA margin 19.4% 18.4% 14% 11.3%

Sales growth 20% 10% 25% 18%

Steriles & Inhalation financial performance 2018
Sales increased by SEK 430 million, an increase of 20 per cent, 
mainly due to the capacity expansion for lyophilised and BFS 
products, the acquisition of the inhalation business from Sanofi 
and improved productivity and demand in the sterile site in India.

Solids & Others financial performance 2018
Excluding acquisitions and currency effects, sales increased 
by SEK 562 million mainly due to higher general demand and 
the new manufacturing contract in Spain.

20172017 20182018

In May 2014, Recipharm started 
construction of a new building to expand 
production capacities at its Wasserburg 
facility. Established in 1974, the site has 
a long history of producing products in 
vials and ampoules for pharmaceutical 
companies. The enhanced premises, 
inaugurated in May 2018, is now a centre 
of excellence for lyophilisation with highly 
automated, state-of-the-art equipment, 
housing a 300-strong team offering 

the world – is also utilised on site. 
The new production building, which 

authorities approved as GMP compliant in 
April 2017, is also accredited according to  
the environmental management system  
ISO 14001, the occupational health and 
safety management system ISO 45001 and 
the energy management system ISO 50001.

Recipharm’s largest investment to date has 
enabled the company to significantly grow 
its production and packaging capacities in 
preparation for future market development. 

industry-leading levels of service to 
customers. 

Lyophilisation, also known as freeze-
drying, is a process used for preserving 
material by removing the water from the 
sample. It involves first freezing the sample 
and then drying it under a vacuum, at very 
low temperatures.

With demand for lyophilisation expected 
to increase in the coming years, Recipharm 
intends to be at the forefront of this market. 
It is expected that 25% of biotechnology 
and pharmaceutical products will be 
lyophilised in the coming future. The number 
of biopharmaceuticals being developed and 
manufactured has increased significantly 
in recent years. Currently, more than 50% 
of the drugs in clinical pipeline comprise of 
biologics and it is estimated that biologics 
will contribute 52% of the top 100 product 
sales by 2022.

In response to this predicted growth, 
Recipharm invested €32 million in the 
Wasserburg facility located near Munich in 
Germany. The construction of the modern 
facility with fully automated loading and 
unloading and innovative, large-scale 
freeze-drying technology also provided the 
opportunity to replace existing equipment.  
A movable crimping machine - the first in 

CASE

References
1. Lyophilization Equipment and Services Market - 

Segmented by Technology
2. Evaluate pharma

Lyophilisation is a fast-growing 
technology and Recipharm 
is one of the few CDMOs with 
the capability to make such a 
significant commitment to this 
dose form and our financial 
stability sets us apart from  
our competitors.

Lyophilisation leadership 
meets customer demand 
via major facility expansion

– Thomas Eldered, CEO of Recipharm
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DEVELOPMENT & 
TECHNOLOGY
VALUE THROUGH PHARMACEUTICAL EXPERTISE

This year we restructured our development business 
to ensure a seamless end-to-end offering to our 
customers, giving them an easy and comprehensive 
access to all of our development capabilities.  

Our global teams develop drugs with scale-up and 
commercial production in mind. This means we are 
well positioned to overcome drug development and 
manufacturing hurdles and manage complexity for our 
customers.

With the establishment of four Centres of Excellence, 
Recipharm offers a continuum from drug substance 
to drug product out of its seven global development 
facilities in Europe, the US, India and Israel.

Global Drug Substance Development
Our highly experienced team develops active drug 
substances or APIs (active pharmaceutical ingredi-
ents). Using synthetic chemistry, the team explores 
different processes and develops the best route to 
form a  chemical molecule. This centre specialises also 
in scale-up production and provides industrialisation 
of the new drug substance, from small milligrams 
scale to commercial batches up to 5 kg. 

Global Oral Solid & Specialty Formulation 
Development
Assembling complementary experts, the team provides 
a wide range of development services in oral solid forms 
for both immediate and extended/sustained release, 
semi-solids, liquids and sterile injectables; from proto-
typing up to clinical phases and commercial scale-up. 
Recipharm’s experts develop the optimal formulation 
by finding the best excipients, making sure the product 
can be manufactured in a reproducible manner whilst 
meeting all regulatory standards of quality. 

Global Inhalation Formulation Development
Inhalation of drugs is an effective way of achieving 
therapeutic concentrations locally in the lungs or 
nasal passages while limiting systemic exposure. 
Developing such drug products requires highly spe-
cialised formulation and characterisation expertise in 
order to ensure effective and quality product devel-
opment. Our dedicated team effectively supports 
development of inhaler, nebuliser and nasal dosage 
forms for new chemical entities and generics, from 
preformulation studies up to cGMP clinical material 
and commercial transfers.

Global Analytical Development
Analytic methods and testing are intended to 
 establish the identity, purity, physical character-
istics and potency of drug substances and drug 
products. Methods are developed to support drug 
testing against specifications during development, 
manufacturing and quality release operations, as 
well as during long-term stability studies. Our global 
 analytical team develop effective methods and pro-
vide efficient platforms to meet the quality objectives 
required at each stage of drug development whilst 
ensuring they are optimised with regards to time and 
cost efficiency during the commercial life cycle. 

The new global organisation allows us to better 
 combine our resources and capabilities to manage 
complex projects for our customers and we are 
already seeing benefits. We continue our efforts to 
strengthen a very comprehensive and integrated 
offering and provide an increasing stream of new 
products to our manufacturing business.

A drug substance is an active 
pharma ceutical ingredient which is 
developed and pro duced accord-
ing to strictly controlled quality 

conditions, which is known as Good 
Manufacturing Practice (GMP).

A drug product will be developed 
and formulated in a way that it can 

fulfil the decided criteria for the 
future drug to be tested and manu-

factured for commercial sales.

Before the new drug can be  
app roved and allowed to be  

commercially sold, it needs to be 
extensively tested in clinical trials.

DRUG SUBSTANCE DRUG PRODUCT CLINICAL SUPPLY
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Development & Technology financial performance 2018
Sales increased by SEK 61 million, an increase of 7 per 
cent, mainly due to an increase in demand for development 
services and a positive volume trend for our own products. 

Key ratios 2018 2017

Sales, SEKm 935 874

EBITDA, SEKm 204 192

EBITDA margin 21.8% 21.9%

Sales growth 7% 17%

SHARE OF GROUP EBITDASHARE OF GROUP SALES

20172017 20182018

19%16%15% 23%

In November 2018, Recipharm partnered 
with AstraZeneca spin-out, OnDosis, 
for the formulation development of its 
novel ADHD treatment regime for the US 
market. The project, which is managed 
out of the Recipharm Centre of Excellence 
in Oral Solids, is underway at Pessac in 
France. Focused on leveraging OnDosis’ 
technology, the project aims to improve 
patient re-assurance and compliance by 
offering more flexibility and treatment 
individualisation for users. 

OnDosis is a Swedish life science 
start-up which is working to develop new 
prescription treatment regimens using 

handheld devices that integrate medicines 
with technology capable of intelligent 
dosing and digital activities. 

The project Recipharm is working on 
with OnDosis focuses on the treatment 
of ADHD. The global ADHD market is 
estimated to be worth around 10 billion 
USD and there continues to be strong 
demand for new solutions that can help 
patients to better manage the condition. 

OnDosis’ proprietary technology 
combines medicines formulated as 
microgranules or pellets with a handheld 
device that allows for fine-tuned, accurate 
dosing. Successful development of the 
combined product will give ADHD patients 
more flexibility to reduce the number 
of required doses per day, as well as 
combat some of the traditional problems 
associated with regularly changing the 
required dose to cater for factors such 
as growth in children. By delivering 
medicines orally as formulated micro units 
in a handheld device the whole treatment 
regime becomes more convenient for the 
patient. 

In addition, the technology could 
also allow doctors and hospitals to send 
and receive data to keep track of what 
patients are taking and when, as well as 
electronically change their dosage. The 
individualisation of the device has the 
potential to decrease risk for diversion and 
abuse, which is an increasing problem with 
controlled substances.

Martin Olovsson, CEO of OnDosis says, 
“ADHD is a disease area with a significant 
unmet medical need. Currently patients 

are often required to take multiple 
tablets a day and dosing needs to be 
regularly reviewed and manually adjusted. 
OnDosis’ technology could essentially 
improve dosage accuracy and automate 
changes to dosing to make treatment 
more convenient for patients. Moreover, 
OnDosis’ technology support healthcare in 
improving control over these substances."

“We have only chosen one partner for 
this project, so it was vital to select a 
CDMO that was experienced in formulating 
and developing microparticles and capable 
of not only meeting our requirements 
but advising the team on how best to 
approach the project. The process of 
developing particles needs to be tailored 
per application, it’s not a one size fits 
all approach. The Recipharm team has 
demonstrated that they’re not only highly 
capable but also keen to add value and 
take the product to the next level." 

We are very proud to be able to 
work with OnDosis on such an 
important project. We believe 
our excellent capabilities in drug 
formulation using coated pellets 
will be a very valuable asset as we 
move forward.

OnDosis and Recipharm 
partner to advance novel 
treatment regimen for ADHD

CASE

– Bernard Pluta,  
President, Development Services, Recipharm
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Sustainability

SUSTAINABILITY
Recipharm takes a 
responsible approach to all 
aspects of our operations. 
We continuously aim to 
mitigate our impact and 
take advantage of any 
opportunities to make 
improvements. At Recipharm 
we believe that high ethical 
standards, accountability and 
good stakeholder relations 
create long-term benefits. 
This approach should be 
a guiding principle for all 
our decisions, policies and 
activities. 

1Long-term success requires 
Recipharm to use natural resources 

in a sustainable manner and to con-
tinuously find ways to reduce our 
environ mental impact. Our first focus 
area is therefore to reduce greenhouse 
gas emissions by targeting energy 
 consumption and transport.  

ECONOMIC VALUESUPPLIER ASSESSMENT  
AND MONITORING

FOCUS AREAS

We have identified three focus areas going forward. More information about
 the rationale behind our priorities is included in our GRI Appendix.

REDUCED GREENHOUSE  
GAS EMISSIONS

Long-term success requires Recipharm 
to use natural resources in a sustainable 

manner and continuously reduce our 
environmental impact.

To be able to operate success fully, it is impor-
tant that Recipharm have good relations with 
business partners and ensure sustainable and 

ethical conduct among suppliers.

Good corporate governance in  
accordance with the owners' interests 

and delivering value to our stake holders, 
such as customers and employees.

Continued focus on  
sustainable business practices
In 2016, we committed to  improving 
our sustainability work, this led to 
Recipharm’s first sustainability report in 
2017. This year we continue to develop 
our reporting to ensure that we give a 
detailed overview of the activities within 
the Recipharm Group. The report covers 
all operating companies within the Group, 
except where explicitly stated. As a 
result of the growth in our operations 
and the resulting scope of our respon-
sibility, some indicators in the report 
have changed significantly between 
2017 and 2018. 

In 2016 we conducted our sustain-
ability materiality analysis, including 
stakeholder dialogues, and identified 
three focus areas going forward: 

2   The second focus area is supplier  
assessment and monitoring. Good 

relations with suppliers and other 
business partners are important for 
Recipharm to be able to operate suc-
cessfully. As part of this, it is important 
that we work closely with companies to 
ensure sustainable and ethical conduct.

3The third focus area is economic 
value. Good corporate governance 

means that the company is managed in 
accordance with the owners' inter-
ests, but also that Recipharm delivers 
value for other stakeholders. Effective 
management and control mechanisms 
encourage external confidence in the 
company and ultimately its ability to 
deliver good results. 

Recipharm has assigned to United 
Nations Global Compact and acknowl-
edges the ten principles concerning 
human rights, anti-corruption, labour 
and environment. The ten principles 
in UN Global Compact also serve as 
basis for identifying areas for further 
improvement. 
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About the sustainability report 
Recipharm’s 2018 sustainability report 
has been prepared in accordance 
with the Swedish legal requirements 
including the Annual Accounts Act. The 
Statutory Sustainability report and 
Recipharm’s Sustainable Report can be 
found on pages 20-31.

Recipharm also reports sustainability 
information in accordance with the Global 
Reporting Initiative (GRI) Standards 
and this report has been prepared in 
accordance with the GRI Standards: 
Core option. This report also serves as 
Recipharm's Communication on Progress 
Report to the UN Global Compact. 

All of Recipharm’s GRI Appendix with 
GRI-index and associated reporting 
information is available on Recipharm's 
website www.recipharm.com/
sustainability/

Objectives and results 2018 
During 2016, we carried out stakeholder 
dialogues on sustainability with some of 
our main shareholders, customers and 
employees. Together with a materiality 
analysis, these discussions were used 
as the basis for setting our objectives 
and priorities. These will remain our key 
focus areas for 2019.

1 Reduce Recipharm’s  
environmental impact

The overall objective was to reduce the 
amount of greenhouse gas emissions 
per employee by at least 4 per cent. 
The total greenhouse gas emissions 
increased throughout the year due to 
our growth, specifically the addition of 
emissions from our new plant in Leganes, 
Spain. However, the relative amount 
of greenhouse gas emissions in 2018 
amounted to 14.3 tonnes per employee, 
a reduction of 2 per cent. The reduction 
has been driven by energy efficiency 
improvements. Initiatives to reduce the 
CO2 emissions have been taken at sev-
eral locations, read more on page 26. 

A second objective for the year was 
to continue developing Recipharm's 
environmental management system to 
gradually certify all operating compa-
nies according to ISO 14001. The goal 
was to achieve ISO 14001 certification 
at Recipharm’s manufacturing facilities 
in Uppsala, Masate and Brescia. This 
has been achieved with all three sites 
now being certified according to  
ISO 14001.

Objective 2019: The long-term aim is 
to reduce our environmental impact and 
show continuous year-on-year improve-
ments as a result of the actions we take. 

The new target for 2019 is to reduce 
the amount of greenhouse gas emiss-
ions per employee by at least 3 per 
cent. The second target is to continue 
to implement environmental manage-
ment systems according to ISO 14001 
at Recipharm’s manufacturing facilities 
in India and all other units that are  
not  currently certified according to  
ISO 14001.

2Supplier management
This year the target was to conduct 

40 additional on-site supplier reviews 
in accordance with the Supplier Code of 
Conduct. With the aim of to improve our 
monitoring of suppliers’ compliance, in 
2018, a total of 71 suppliers have been 
audited in connection to quality audits 
which is an increase of 11 per cent. In 
addition, almost 800 suppliers have 
acknowledged the Supplier Code of 
Conduct in writing. 

Objective 2019: Recipharm’s long-
term goal for managing the sustainabil-
ity of our suppliers is to establish a clear 
overview of all their operations in rela-
tion to the Supplier Code of Conduct. 
The target for 2019 is to conduct 40 
additional on-site reviews at suppliers.

3Develop internal governance
Recipharm’s internal control and 

business conduct guidelines have been 
developed to guide our processes for 
review, communication and training. 
The objective for 2018 was to further 
develop our governance policies and 
to strengthen procedures to prevent 
corruption. Some progress has been 
achieved in 2018, but there are still 
further improvements to be made. A 
project team was formed in the second 
half of 2018 to drive this forward and 
tangible actions are expected in 2019. 

Objective 2019: Guidelines will be 
further developed around processes for 
review, communication and training. 
Procedures for prevention of corrup-
tion will be strengthened and work to 
develop internal processes to align with 
the UN Global Compact will continue.

As a summary, while some progress has 
been made toward the objectives for 
2018 there is still more to do. The prior-
ity areas remain the same also for 2019. 

As a summary, the objectives for 
2018 have largely been met. The 
 priority areas remain the same 
also for 2019. Tangible improve-

ment targets for the sustainability 
 performance regarding Environment 
and Supplier Management have been 

set for 2019.

To reduce the amount of green house 
gas emissions per employee by at 
least 3 per cent. To achieve ISO 

14001 certification at Recipharm’s 
manufact uring operations in 

Uppsala, Masate and Brescia and 
start working on ISO 14001 for 

remaining operations in Italy and 
the activities in India.

REDUCE RECIPHARM'S  
ENVIRONMENTAL  

IMPACT

-3%

To have conducted 40 additional 
on-site reviews at suppliers in scope 

for the Supplier Code of Conduct.

SUPPLIER  
MANAGEMENT

Guidelines will be further developed 
around processes for review, com-

munication and training. Procedures 
for prevention of corruption will be 

strengthened. Work to develop inter-
nal processes to align with  

UN Global Compact will continue.

DEVELOP INTERNAL 
GOVERNANCE

OBJECTIVES 2019
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As a decentralised company with relatively small Group-level functions,  
Recipharm’s company-wide culture is reflected through its entrepreneurial spirit,  
local accountability and its management model.

Entrepreneurial spirit  
and local accountability 
Entrepreneurship is the value that differentiates 
our company culture from other companies in the 
industry. We promote entrepreneurship by creating a 
culture of local autonomy and accountability, as well 
as allowing decentralised decision making through 
flat managerial structures in many of our operating 
companies. 

Management model 
Our Global Policy document sets out a clear manage-
ment model and guidelines for operating companies, 
whilst appreciating that one size does not fit all. This 
allows our operating companies to work in the way 
that best suits their needs and market conditions. 

The Global Policy includes Recipharm’s vision, 
mission and long-term objectives, as well as the 
 governing principles for operating companies, 
including the delegation of authorities. It also com-
prises a framework for other Group policies, such as 

OUR COMPANY CULTURE

 financial reporting, financial audits, purchasing and 
our Code of Conduct. This allows General Managers 
within our operating companies to work with a high 
degree of managerial freedom within a clearly defined 
framework.

Internal compliance to the Global Policy and the 
Code of Conduct is reviewed on an annual basis. 

Strengthening our culture  
through synergies 
We are increasingly drawing on synergies between 
our growing number of operating companies around 
the world. This helps us to implement common ways 
of working that add value throughout the company 
and contribute toward a shared company culture. 
For example, we have established a company-wide 
network in areas such as procurement and lean man-
ufacturing to promote cooperation, share knowledge 
and spread best practices throughout the Group. We 
also promote cross-unit employment opportunities by 
advertising internally as well as externally.  

Sustainability
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Employee competence and commitment is crucial to 
Recipharm's future success. We value the knowledge and 
 collective industry experience of our employees, and we encour-
age personal develop ment and initiatives for information sharing. 
At Recipharm, the exchange of professional skills and knowledge 
is similar to that of a small company, but within an international 
network and brand. 

Strategic competencies, positions and special areas critical 
for Recipharm's success are identified. Employee development 
is therefore in line with the role and needs of the company. 
Individual performance and development reviews should gener-
ally be carried out on an annual basis and adequate training and 
development of people is ensured at a local level.

Acquisitions – transferring culture 
Newly acquired companies are quickly integrated into our 
business by working on three key areas – reporting, policy and 
management. In addition, helping the new employees to under-
stand and embrace the Recipharm culture is a natural phase of 
integrating new companies. 

Maintaining our culture 
As we grow and become increasingly global, maintaining 
our  culture of entrepreneurship, local accountability and our 
decentralised management model continues to be an ongoing 
challenge – but remains important. In a competitive industry 
increasingly focused on cost, our culture is what differentiates 
us, helps us to attract and retain employees, and ultimately 
promotes the success of our local operating companies and the 
Group as a whole. 

Employees health and safety 
Recipharm is a safe and pleasant workplace. All our  companies 
have detailed employee and safety manuals to ensure we 
comply with all the relevant labour and safety requirements 
and ensure staff are working in accordance with these. These 
are locally adopted to fit with applicable legislation and prac-
tices in the country of operation. All employees have the right 
to join trade unions, and we work actively with unions on health 
and safety issues where they are active. 55 (61) per cent of 
Recipharm’s employees are also currently covered by collective 
bargaining agreements.  

Recipharm's facilities normally have an occupational health 
and safety system certified according to OHSAS 18001 or similar 
standard. Today, 18 (10) operating companies out of 26 repre-
senting 69% (38%) have this in place. This certification will 
gradually be moved to the new ISO 45001 standard. The occu-
pational health and safety systems govern methods and proce-
dures for risk management, reporting of hazards, incidents and 
accidents and the management of health and safety matters.

Safety is a key priority in Recipharm. Employees are 
instructed to interrupt operations or to leave work situations 
when health and safety hazards are detected. Recipharm 
also provides additional health initiatives. In some countries, 
 wellness grants (i.e. for physical exercise) are available.  
The majority of operating companies also provide access  
to occupational healthcare. Methods vary according to local 
practices and can be based on site or provided through an 
external service provider.

44 (56) per cent of the total workforce is represented by 
formal joint management – worker health and safety commit-
tees that help monitor and advise on occupational health and 
safety programs. These committees are chaired by the General 
Manager or other Senior Managers of the respective operating 
companies. Meetings are normally held quarterly but can differ 
depending on company operations. 

OUR EMPLOYEES

NUMBER OF  
FACILITIES

WOMEN

27
2017: 26

42%
2017: 41%

TOTAL NUMBER 
OF EMPLOYEES

MEN

6,806
2017: 5,630

58%
2017: 59%

Recipharm operates in a competitive 
environment, and we need talented 
people. It is vital to attract, develop and 
retain excellent individuals.
Diversity and equality are essential to 
our business behaviours.
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During the year, a total of 150 (182) work-related 
accidents were reported. Most involved minor inju-
ries among manufacturing facility employees. The 
accident rate (number of accidents in relation to total 
number of scheduled working hours per 500 employ-
ees) in 2018 was 1.01 which is considered to be low. 

When introducing new equipment, manufactur-
ing processes and new chemical compounds, a risk 
 assessment is mandatory. Based on this assessment, 
relevant procedures, instructions and protective 
measures are put in place. Employees are also properly 
trained for the operations they conduct. All operating 
companies have reporting systems for employees to 
actively monitor work-related incidents and accidents 
and take corrective actions in the event incidents 
and/or accidents occur. This is communicated to all 
 employees concerned. Recipharm's management 
approach for health and safety also applies to workers 
who are not employees but whose work or workplace 
is controlled by the organisation such as, contractors, 
self-employed personnel and agency workers. 

Equality and diversity 
To treat all employees, job applicants, customers 
and others equally is a prerequisite for our business 
behaviours. Recipharm's Code of Conduct states that 
discrimination based on gender, gender identity or 
expression, ethnicity, religion or belief, disability, 
sexual orientation, or age must not occur. In recruit-
ment and succession planning, we look for a mixture 
of the best qualifications, experience and perspective. 
At the same time, we also consider diversity to ensure 
a good mix of backgrounds.

Of Recipharm’s 6,806 employees, 42 (41) per cent 
are women and 58 (59) per cent men.

Number of employees 2018 2017

Permanent 5,633 4,589

Temporary 1,173 1,041

We promote entrepreneurship 
by creating a culture of local 
autonomy and accountability 

allowing decentralised 
decision making.
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Why did you choose to work for Recipharm?
When Roche announced plans to exit our manufacturing site 
in Leganés, not only my job but all my working possibilities 
seemed to hit rock bottom. Since Recipharm took over 
the site, they have given me the chance to continue my 
professional career and take on new challenges within the 
pharmaceutical industry, always with a positive attitude and 
refreshed business perspective… For that, I’m very grateful. 

What does a typical day look like?
We are new arrivals to the “CDMO” space, so we are adapting 
our daily routine and taking on new activities. We face a 
very demanding environment where multiple tasks need to 
be handled at the same time, hence the high tech-science 
aptitude and the knowledge of a truly experienced team 
become essential. It is challenging, but it is also extremely 
rewarding from a professional perspective. A sense of 
team spirit can be felt throughout the plant, with our team 
exhibiting versatility and a positive approach to challenges.

Have you been able to grow at Recipharm?
It’s been less than two years since we joined the company, 
but it is clear to me that Recipharm values my contribution 
to the business. From the very beginning they have 
acknowledged my background as a Microbiology PhD and I 
am able to exchange my knowledge with other colleagues 
around the world. This collaborative way of working and 
Recipharm’s global network helps me to keep up to date 
with the latest science and provide harmonised solutions to 
customers. Recipharm also trusted my talent and has given 
me additional responsibility due to the way I have overcome 
challenges. I now lead the Quality Control department within 
my team and have an oversight of all laboratory activities. 
My role is not only a matter of microbiology today, but also 
physical-chemistry and materials.

Tell us about working at Recipharm
Working at Recipharm is an inspiring career with lots of 
opportunities to progress and grow. As part of the team 
at Recipharm in Uppsala, I have worked with lean tools 
for a number of years with good results. We implement 
a flow line management concept which focuses on the 
customer and ensure we have common goals throughout 
the organisation from manufacturing to shipping. This 
then leads to increased robustness and delivery. 

Have you been able to grow at Recipharm?
I started my career at Recipharm as an Operator and 
then became a Quality Coordinator. When the company 
started to implement lean production methods I found 
my calling and was given the opportunity to gain more 
experience with new tools across different areas. 
Today I work as a group manager and I am part of the 
LEAN OPEX network at Recipharm. The network gives 
me the opportunity to continue to develop by sharing 
experiences with other sites. By setting goals and 
discussing challenges we can continue to develop the use 
of lean tools.

What characterises the Recipharm culture?
We care about each other, help each other and support 
each other when it comes to prioritising work. The thing 
I like most about the Recipharm Uppsala team is that 
we are committed and interested in both our work and 
the rest of the team. I am very grateful for my time at 
Recipharm and look forward to many more years as an 
employee.

Manuel San Mauro 
QC Section Head at Recipharm in Leganés, Spain

Mikaela Winter 
Group Manager at Recipharm in Uppsala, Sweden

Working at Recipharm is an inspiring  
career with lots of opportunities to  
progress and grow.

 

Recipharm’s global network helps 
me to keep up to date with the latest 
science and provide harmonised 
solutions to customers.
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ENVIRONMENT

Recipharm's greatest environmental 
impact is a result of energy 
consumption, emissions and waste 
at its manufacturing and laboratory 
facilities. Emissions from transport 
and travel also contribute to the 
company's environmental impact. 

Environmental management system 
Recipharm's facilities have the relevant environmental 
permits required by law in each country. All facili-
ties are actively monitored, and no deviations were 
noted in 2018. We are committed to ensuring that all 
our operating companies have environmental man-
agement systems certified to ISO 14001 standards. 
Our goal is to certify newly acquired facilities to ISO 
14001 within two years of them being incorporated 
into the Group. In 2018, certification was achieved in 
Masate and Brescia in Italy, as well as in Uppsala in 
Sweden. In 2019, initial work for the Indian opera-
tions in Bengaluru, Karnal and Paonta Sahib will also 
be conducted with the aim of being well progressed 
in implementing environmental management system 
according to ISO14001. 

Energy and greenhouse gas emissions 
Reducing energy consumption and greenhouse gas 
(GHG) emissions are Recipharm's most important envi-
ronmental objectives. We report our GHG emissions 
and how we manage our environmental impact in the 
annual CDP Climate Change questionnaire. Responding 
to CDP supports further improvements in our environ-
mental and climate work and provides us with feed-
back on our climate reporting and actions. Recipharm’s 
CDP reporting in 2018 was graded at level C. The CDP 
data for 2019 will be submitted in May 2019. In 2018, 
Recipharm's direct and indirect carbon emissions 
amounted to 68,989 (66,495) tonnes. This is equiv-
alent to 14.3 (14.5) tonnes per employee, a reduction 
of 2 per cent. Direct emissions are primarily a result of 
heating of our manufacturing and development facil-
ities and from company owned vehicles. Our indirect 
emissions are a result of energy use in our manu-
facturing and development facilities, which mostly 
relates to electricity consumption. Indirect GHG emis-
sions also include transport emissions related to our 
suppliers and intercompany transportation. 

The increase in total GHG emissions in 2018 was 
primarily a result of the company’s growth. Still, the 
emissions per employee reduced. This is primarily 
because of more efficient energy use in the manufac-
turing plants. One key initiative has been to change to 
solar energy for electricity generation at our manu-
facturing plant in Bengaluru, India. Long-term, our 
most important measures to reduce GHG emissions 
will be related to energy consumption in our facilities. 
Projects to reduce energy use have also been intro-
duced in several operating companies. 

The table shows total amount of waste generated and waste 
defined as hazardous. 

The water used is municipal water and ground water from own 
sources. Most of the consumption is used in production pro-
cesses in one specific facility in Italy.

The table shows Recipharm's total amount of green house 
gas emissions and emissions per SEKm of sales. 

2018 2017

Water 1,751,790 m3 1,949,297 m3

Of which own sources 1,142,648 m3 1,233,896 m3

2018 2017

Waste 10,293 tonnes 7,468 tonnes

Of which hazardous waste 5,463 tonnes 5,245 tonnes

GREENHOUSE GAS EMISSIONSWATER AND WASTE 

Emissions per SEKm sales
Total emissions
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Water and waste 
In 2016, we began to compile water and waste data 
for all our manufacturing and development facili-
ties. Our process wastewater is predominantly from 
cleaning equipment. The quantity of drug residues in 
our wastewater is small and all Recipharm facilities 
are authorised to release wastewater into normal 
sewage systems for processing in treatment plants. 
The exception is in India, where we operate our own 
local water treatment plants and recirculate the water 
by using it for irrigation. 

The availability of fresh water is generally good in 
the locations where Recipharm operates. The excep-
tion is again India, where the availability of fresh 
water varies year on year. In India, Recipharm uses 
ground water which is pre-treated on sites before use 
in manufacturing, thus impacting the municipal fresh 
water as little as possible. 

Where organic solvents are being used, emissions 
undergo pre-treatment. Consequently, the direct emis-
sions of organic solvents are small. All units comply 
with their respective environmental permits by a wide 
margin. Solvent emissions in 2018 amounted to 1,733 
(1,625) tonnes, with plants in Uppsala and Paderno 
Dugnano accounting for most of the emissions. 

Acquisitions 
Environmental due diligence is one of the most impor-
tant activities when Recipharm is considering acqui-
sition candidates. Due diligence reviews are primarily 
conducted through reviews of material provided by the 
seller, but when required more information is collected 
through on-site investigations including sampling of 
soil, water and other areas as relevant. Recipharm 
uses external expertise for these investigations.

Recipharm builds on commitment to eliminating environmental issues and 
prioritising social engagement in India Recipharm is actively working to create a 
sustainable energy profile and boost community engagement in Bengaluru, India.

Recipharm has signed a 10-year 
agreement for solar energy at the 
Bengaluru plant. In combination with the 
use of hydro power sources, 12,000,000 
kWh per annum of power are now being 
secured through these means. In 2018, 
the plant reduced its CO2 emissions by 
approximately 10,800 metric tonnes, with 
these changes expected to take full effect 
during 2019. Electricity currently accounts 
for approximately half of Bengaluru’s 
energy use, primarily for the ventilation 
systems required to control the facility’s 
indoor environments. Heat generation for 
manufacturing processes accounts for the 

CASE

CORPORATE SOCIAL RESPONSIBILITY IN INDIA

Social engagement 
Recipharm has been working closely 
with employees at Bengaluru to deliver 
education and skills workshops in 
mathematics, science and computer science 
in local schools. The organisation has also 
established an academic excellence awards 
programme for its employees’ children. 
In 2018, Recipharm also supported the 
community in Bengaluru by working with 
local government schools to provide basic 
amenities and healthcare. Projects funded 
by Recipharm’s donations include:
• Construction of toilets and hand wash 

facilities
• Construction of a government school 

kitchen as part of a free mid-day 
meal scheme provided by local state 
government

• Distribution of school desks, computers 
and uniforms

• Organisation of a health awareness camp 
for local residents in Teppada Begur village

• Promoting study and education with 
financial incentives for local villages 
whose schools have excelled in public 
examinations

Recipharm will continue to support the 
development of amenities and facilities, while 
working to instigate long-term, sustainable 
change in the Bengaluru community. 

Skill development programme
As part of the Skill India Initiative, 
Recipharm has recruited students from 
rural areas onto a development scheme to 
deliver training in areas of pharmaceutical 
manufacturing, packing, engineering and 
warehousing. Established in 2016, the three-
year programme will see successful students 
awarded a BVoc (Bachelor of Vocational 
Education) degree in pharmaceutical 
manufacturing. 

remaining energy usage, achieved via the 
combustion of biomass pellets. The use of 
biofuels in boiler operation has eliminated 
the use of fossil fuels in the region of 940 
metric tons and has reduced 2,900 tons of 
CO2 emissions per year. 

The Bengaluru plant works on a concept 
of zero discharge. The facility has in-house 
waste water treatment capabilities, with 
treated water being used for internal site 
gardening.

As part of its green initiatives, 
Recipharm has also planted over 4,000 
trees in the local community and in the 
areas surrounding nearby schools. 
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RESPONSIBLE BUSINESS 
AND CORPORATE 
GOVERNANCE
Recipharm understands its operations can affect people's lives and health. This 
means that, in addition to complying with laws and regulations, our business 
must also be conducted in a responsible and ethical manner.

 Operating costs 53% 
 Employee wages and benefits 35% 
 Payments to providers of capital 2% 
 Payments to government 3% 
 Economic value retained 7%

DIRECT ECONOMIC VALUE  
GENERATED AND DISTRIBUTED

Net sales in 2018 totalled SEKm 6,374 (5,332).
The diagram shows how much was reinvested
and distributed to Recipharm's stakeholders.

Governance and business ethics 
Our business ethics are managed by our ethical 
guidelines – our Code of Conduct. The guidelines 
cover all aspects of business ethics and relations with 
 employees, customers, suppliers, authorities, com-
petitors and other stakeholders. The Code of Conduct 
also covers Recipharm’s policies on anti-corruption 
and human rights. Our guidelines explicitly prohibit 
any interference that aims to create undue advantage 
for Recipharm, or for individual employees. 

During the year, deviation from the Code of Conduct 
was reported from one of the operating companies in 
Sweden. Appropriate corrective measures have been 
taken. None of Recipharm’s other operating compa-
nies reported deviations from the Code of Conduct. 

As part of our 2019 sustainability objectives, we 
will continue to develop the model for how we monitor 
our Code of Conduct. The focus will be on implemen-
tation, monitoring and employee training. We also 
follow ongoing developments concerning anti-corrup-
tion legislation and will continue to strengthen the 
organisation and our competence to ensure necessary 
adaptation. One example is to further develop our 
internal process for whistleblowing. 

UN Global Compact 
Recipharm assigned to the United Nations Global 
Compact (UNGC) in 2016. This means that Recipharm 
is committed to promoting the UNGC's ten prin-
ciples on human rights, labour, environment and 
anti-corruption. Our commitment includes support 
for all internationally recognised principles on human 
rights, ILO core conventions, the Rio Declaration 
on Environment and Development, and the United 
Nations Convention Against Corruption and we con-
tinue to develop our work around these principles. 

Supplier requirements 
Our suppliers provide active ingredients, raw mate-
rials and packaging materials, as well as machine 
and laboratory equipment. We also have agreements 
with service providers. To enable us to maintain our 
commitments to customers and other stakeholders, 
we place prominence on safety, quality, price, perfor-
mance and the ability to deliver.

Recipharm’s Supplier Code of Conduct was launched 
in 2016, covering business ethics, labour practices, 
anti-corruption, human rights and environmental 
 management. We strive to ensure that suppliers 
actively endorse the requirements of the Supplier  
Code of Conduct, and we began the communication and 
 follow-up of the Code in 2016. 

For direct materials, Recipharm has more than  
700 different suppliers. The larger proportion of these 
suppliers are located in Europe, but the supplier base 
in total is global. Suppliers to the pharmaceutical 
industry work under well-defined quality criteria and 
many are covered by the pharmaceutical industry's 
quality system, Good Manufacturing Practice (GMP). 

Sustainability
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OUR VALUES

• We create trust by always  
delivering on promises 

• We deliver with quality and  
in time 

• We are honest and always follow 
our Code of Conduct

• We are innovative and creative 
in finding ways to develop and 
improve our business

• We are open to change but respect 
that it can take time to achieve

• We have a “can do” attitude and 
always take on challenges with  a 
mindset that nothing is too difficult

• We maintain a high level of com-
petence to deliver a return on 
investment to our stakeholders  

• We are flexible, service minded 
and always looking for the best 
solutions

• We learn from our mistakes

• We show respect – to customers, 
peers, partners and managers

• We show commitment in 
everything we do 

• We are committed to reaching 
our goals 

• We are persistent and we will not 
give up easily 

• If we encounter an obstacle, we 
try harder to find a solution

RELIABILITY TENACITYENTREPRENEURSHIPPROFESSIONALISM

Operations are normally automated with low labour 
intensity. During 2018 there has been no significant 
change in the supply chain. 

There are legal requirements for us to make regular 
quality audits of our suppliers to verify their com-
pliance with GMP requirements. In connection with 
these audits, compliance with our Supplier Code of 
Conduct is reviewed. If necessary, specific audits 
focusing on sustainability matters will be conducted. 
The Code has been communicated to 1,611 suppliers, 
whereof 777 have accepted the code. There have not 
been any specific sustainability audits in 2018, but 71 
number of suppliers have been reviewed in connection 
to quality audits. 

Through our Supplier Code of Conduct Recipharm 
requires that suppliers provide a safe working envi-
ronment, including any company-provided living 
quarters, protecting employees from overexposure to 
chemical, biological and physical hazards and having 
programs in place to prevent or mitigate catastrophic 
releases of chemicals and other identified major 
risks. Recipharm also requires that suppliers  identify 
and assess emergency situations and minimize 
their impact by implementing emergency plans and 
response procedures. Safety information regarding 
hazardous materials should be available to educate, 
train and protect workers from hazards.

Introduction Strategy & targets SustainabilityMarket Operations Annual report
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Our role in society 
Recipharm engages in social initiatives relevant to our 
operations and in response to local priorities within 
the surrounding communities of our facilities. Our 
internal guidelines for ethical behaviour – the Code of 
Conduct – govern which activities local companies can 
engage in. We take responsibility and operate within 
the framework of competition law in all our activities. 

The Recipharm Code of Conduct complements this 
legislation and prohibits partnerships or agreements 
with competitors regarding price, terms or other 
areas. We operate in a strictly regulated market, 
where all our products and services are subject to 
regulation and requirements regarding ingredients, 
preparation and quality control. 

Recipharm takes advantage of funding opportuni-
ties from local authorities in the countries in which it 
operates. Since 2017 Recipharm, in collaboration with 
Business France, runs an internship program, which 
in 2018 has provided four French graduates with year-
long internships, including two in Sweden, one in India 
and one in the UK.

Risk analysis 
Recipharm’s management of environmental, human 
rights and anti-corruption risk is continuously developed 
in accordance with new regulations on sustainability 
reporting. 

A risk analysis of sustainability has been carried out 
to supplement the materiality analysis conducted in 
2016. Sustainability related risks present both financial 
and repu tational risks to the company and need to be 
managed. Most risks are believed to be in the manufac-
ture and supply of products, where manufacturing inter-
ruptions may impact delivery performance and supply 
reliability. Manufacturing and development operations 
are also associated with environmental impact and the 
risk of accidents. 

Recipharm's operations are subject to regulatory 
approvals in several areas. According to legislation, all 
factories must have a manufacturing license to produce 
pharmaceuticals and the corresponding conditions are 
required for development laboratories depending on the 
extent of the development work being carried out. The 
operation also requires local environmental permits - 
the extent of these varies depending on the business 
and legislation in each country. Finally, all products 
require the necessary regulatory approvals in the 
countries in which they are to be sold. It is the Market 
Authorisation Holder (MAH), our customer, that has the 
responsibility for this but Recipharm must comply with 
the terms of the registrations. 

We are delighted to present the 
2018 award to Bryan Brooks. 
This research will help to build 
a greater understanding of the 
impact of certain contaminants 
on the environment and could 
potentially provide invaluable 
guidance on how to reduce any 
negative effects

– Lars Backsell,  
Chairman of the Board of Recipharm

RECIPHARM’S ELEVENTH INTERNATIONAL 
ENVIRONMENTAL AWARD WINNER About Recipharm’s International 

Environmental Award              
Since Recipharm was founded in 1995, our 
environmental agenda has been a central 
part of the way we do business. It is our 
belief that transparency, cooperation and 
encouragement are necessary if we are to 
achieve sustainable development. In order 
to promote this belief, we introduced an 
international environmental award in 2008 
for the best environmental practice or 
innovation within the pharmacy and health 
care industries or academia.

Dr. Bryan 
Brooks

Recipharm grants its 2018 International 
Environmental Award to Dr. Bryan Brooks, 
Distinguished Professor in Environmental 
Science and Biomedical Studies at Baylor 
University in Waco, Texas.

Dr. Brooks' transdisciplinary research 
includes understanding and managing 
human activities and environmental 
stressors across levels of  biological 

organization, particularly in  rapidly 
urbanizing regions. His current research 
with students focuses on water quality 
and water reuse, comparative toxicology 
and pharmacology, sustainable molecular 
design, environmental public health, and 
the ecology and toxicology of harmful algal 
blooms.
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Recipharm actively works with quality systems within 
the framework of GMP and maintains  environmental 
management systems at the facilities. In October 
2018, following a routine audit, the UK Medicines 
and Healthcare Products Regulatory Agency 
(MHRA) restricted the manufacturing licence for five 
 non-critical highly potent products supplied from the 
Recipharm facility located in Ashton, UK. This was due 
to deficiencies in certain manufacturing procedures 
which represented a potential cross contamination 
risk. Remediation plans have been endorsed by the 
MHRA and are being executed. The issue is expected to 
be resolved during the first half of 2019.

 Risks associated with business ethics are also 
 identified in the risk analysis. Additionally, suppliers 
present risks, both in terms of supply reliability and 
business ethics.

Recipharm's responsibility in relation to stakeholders 
such as customers, owners and employees requires the 
company to manage its risks correctly. The risks vary 
between different geographies. As Recipharm continues 
to expand, the need for new knowledge and monitoring 
activities increases. Recipharm’s mitigation of sustaina-
bility risks includes the following: 
• Recipharm continuously evaluates supply interruption 

risks in the operating companies. In several cases, 
mitigation plans are also requested by and presented 
to customers

• Risks for environment and work safety are addressed 
within the ISO 14001 and OHSAS 18001/ISO 45001 
systems

• Suppliers are managed within the framework of the 
Supplier Code of Conduct and quality audits. The 
scope of these reviews is continuously developed

• Risks regarding business ethics are addressed through 
adequate routines for communication, follow-up and 
control to ensure the correct implementation of, and 
compliance with, the company's Code of Conduct. 

THE AUDITOR’S REPORT ON THE  
STATUTORY SUSTAINABILITY REPORT
To the general meeting of Recipharm AB (publ.), corporate, identity number 556498-8425 

Engagement and responsibility
The Board of Directors is responsible for the statu-
tory sustainability report for 2018 as defined above, 
and that it has been prepared in accordance with the 
Annual Accounts Act.

The scope of the audit
Our examination of the statutory sustainability 
report has been conducted in accordance with FAR ś 
auditing standard RevR 12 The auditoŕ s report on the 
 statutory sustainability report. This means that our 
examination of the statutory sustainability report is 
different and substantially less in scope than an audit 

conducted in accordance with International Standards 
on Auditing and generally accepted auditing standards 
in Sweden. We believe that the examination has pro-
vided us with sufficient basis for our opinion.

Opinion
A statutory sustainability report has been prepared. 

Stockholm, April 8, 2019
Ernst & Young AB

Jennifer Rock-Baley
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ADMINISTRATION REPORT

The Board of Directors and CEO of Recipharm AB (publ), 
corporate identification number 556498-8425, with its 
registered office in Stockholm, Sweden, hereby submit the 
annual report and consolidated annual accounts for the 2018 
financial year. The annual report was approved by the Board 
of Directors for publication 8 April 2019 and will be presented 
to the Annual General Meeting for approval on 13 May 2019. 

GROUP BUSINESS AND STRUCTURE
Recipharm AB (publ) is since April 3 2014 a listed company 
at Nasdaq Stockholm. The Parent Company Recipharm AB 
(publ) includes a branch in Great Britain in addition to direct 
subsidiaries. The consolidated annual accounts are prepared 
by Recipharm AB (publ) and its subsidiaries. The reporting 
currency is SEK.

Recipharm supplies pharmaceutical manufacturing  services 
to pharmaceutical companies and provides them with devel-
opment services and technology in the drug development 
phase. Customers vary in size, from large international phar-
maceutical companies, to small pharmaceutical or biotech 
companies. Recipharm monitors and reports the business 
in three segments, Manufacturing Services - Steriles & 
Inhalation, Manufacturing Services - Solids & Others and 
Development & Technology (D&T). 

NET SALES AND PROFIT
Consolidated net sales for the financial year reached SEK 
6,374 million (5,332). Sales increased in Steriles & Inhalation 
by SEK 430 million (20 per cent) to SEK 2,556 million, mainly 
due to the capacity expansion for lyophilised- and Blow-fill-
seal products, the acquisition in Holmes Chapel and improved 
productivity and demand in the sterile site in India. Sales in 
Solids & Others increased by SEK 562 million (25 per cent) 
to SEK 2,784 million, mainly attributable to higher general 
demand and the new manufacturing contract in Spain. Sales 
from the segment D&T increased by SEK 61 (7 per cent) to 
SEK 935 million. The growth was driven by an increase in 
demand for Development services and a positive volume 
trend for own products. During the year Recipharm acquired 
an inhalation-CDMO in Holmes Chapel, Great Britain. Sales, 
as part of Recipharm’s sale in 2018, were SEK 170 million. 

Other operating income increased with SEK 102 million to 
SEK 285 million (183). These revenues consist of profit from 
the divestment of product rights to Thyrosafe, royalty income, 
costs being reinvoiced and currency effects on operating 
receivables and liabilities. The increase was primarily due to 
the profit from the divestment of Thyrosafe product rights.

For the financial year, operating profit totaled SEK 405 million 
(-9). The underlying increase was driven by capacity  expansion 
in Steriles & Inhalation, the new manufacturing contract in 
Spain as well as improved results for D&T, driven by higher 
prices and improved productivity. Operating profit increased for 
all segments. Steriles & Inhalation increased operating profit by 
SEK 62 million to SEK 227 million, mainly due to volume growth 
within Blow-fill-seal and freeze-dry technologies. The operating 
profit within Solids & Others increased by SEK 282 million to 
SEK 87 million, where non-recurring items affected the profit by 
SEK -101 million (-240). The underlying increase was primarily 
driven by higher sales, the new manufacturing contract in Spain 

and improved productivity in several facilities. Operating profit 
for D&T increased by SEK 108 million to SEK 216 milion, where 
non-recurring items affected the profit by SEK 96 million (0). 
Increased capacity utilization within development  services, 
price increases and a continuing strong demand for own 
 products compensated for lower royalty income. 

The EBITDA1) margin to Sales increased from 13.7 per cent 
to 15.5 per cent. The increased EBITDA-level was mainly 
attributable to the capacity expansion within Steriles & 
Inhalation, the new manufacturing contract in Spain as well 
as increased profit for D&T because of increased prices and 
improved productivity. Profitability, calculated as the return 
on operating capital, was 4.1 per cent (-0.1). The increase is 
mainly due to the increase in profit. 

Consolidated profit after financial items reached SEK 229 
million (-121). The increase is mainly related to the factors 
outlined above though negatively affected by increased 
interest costs and currency effects on external loans as well 
as an impairment of an investment in a US pharmaceutical 
technology company. 

The effective tax rate was 30 per cent (32), lower than last 
year mainly due to one-off items. 

Net sales for the Parent Company amounted to SEK 127 
million (119). The net profit amounted to SEK -82 million 
(-248), an increase of SEK 166 million. The increase in net 
profit was mainly due to an increase of Group contributions 
and dividends from subsidiaries but was at the same time 
negatively affected by an impairment charge of shares and 
receivables on subsidiaries with discontinuing operations and 
an increase in interest costs.  

LIQUIDITY, FINANCING AND CASH FLOW
At 31 December 2018 the Group’s cash and cash equivalents 
were SEK 681 million (771). The unutilised portion of the 
bank overdraft facility of total SEK 4,500 million (4,000) was 
SEK 1,135 million (835). 

The Group’s businesses are financed by equity of SEK 
5,337 million (4,548) as well as non-current loans of SEK 
4,443 million (4,154) and current loans of SEK 29 million (39). 

Consolidated cash flow totaled SEK -100 million (72). This 
figure includes SEK 364 million (351) from operating activ-
ities, SEK -1,137 million (-1,585) from investing activities, 
and SEK 674 million (1,306) from financing activities. The 
decrease in cash outflow from investing activities is due to 
lower cash flow for acquisitions made as well as for invest-
ments in property, plant and equipment. The decrease in 
cash flow from financing activities is mainly a consequence 
of lower levels of new loans as well as positive cash flow from 
the new share issue in June. 

The Group’s equity/assets ratio was 42 per cent (42).  
The net debt/equity ratio for the Group was times 0.7 (0.7). 

The Parent Company’s cash and cash equivalents totaled 
SEK 114 million (72) at year-end. In addition, the Company 
can utilise the Group’s bank overdraft facility of SEK 2,000 
million (2,000) of which SEK 1,135 million (835) was unuti-
lised at year-end, a bank loan facility of SEK 2,500 million 
(2,000), as well as an additional bank credit of SEK 208  
million (264). Cash flow totaled SEK 42 million (-293). For  
the financial year, cash flow from operating activities 

1) APM: Alternative Performance Measures, refer to financial definitions on page 96.
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totaled  SEK -120 million (-369), SEK -542 million (-1,400) 
from investing activities and SEK 704 million (1,476) from 
 financing activities.

Net debt to EBITDA1) was 3.8 (4.7), a decrease due to 
improved profit from capacity expansions, new manufactur-
ing contract and acquisitions.  

CAPITAL INVESTMENT
The Group’s gross investment in property, plant and equip-
ment during the financial year totaled SEK 474 million (548), 
excluding business acquisitions. Investments primarily 
involved replacements, as well as new projects and expan-
sion of capacity, such as current investment in serialisation 
equipment amounting SEK 123 million. Acquisition of intangi-
ble assets totaled SEK 32 million (48). 

The Parent Company’s gross investments amounted to 
SEK 95 million (124) in non-current assets, the increase is 
related to serialisation equipment.

SIGNIFICANT EVENTS DURING THE YEAR
Management has continuously focused on creating oppor-
tunities for growth and making the business more efficient. 
During the year Recipharm acquired the remaining 26 per 
cent of the shares in Nitin Lifesciences Limited in India. The 
purchase price was SEK 379 million of which SEK 72 million 
was paid through 558 261 newly issued Recipharm shares. 
The acquisition was made in two steps, the cash part was  
paid in January and the second part paid by shares was  
closed in June. 

Recipharm initiated during the year a transformation of 
Recipharm’s Development Services, forming a new global 
development organisation. This global organisation  contains 
a total of 400 employees across six countries united to 
deliver a comprehensive development offering.

Recipharm acquired during the year a CDMO in Holmes 
Chapel, Great Britain. The acquisition contained the assets 
and business for a consideration of SEK 447 million. 
Supplementary considerations may be made in 2020 and 
2021, subject to superior development of the business. The 
additional purchase consideration, based upon level of sales 
of Sanofi products, has a fair value of SEK 23 million. The 
company is also guaranteed a refund to secure a certain 
profit margin. The refund is measured at fair value and 
amounts to SEK 32 million. The facility, which includes devel-
opment and manufacturing capabilities for novel respiratory 
products, complements the inhalation development exper-
tise offered by the Recipharm team in Research Triangle 
Park, North Carolina. 

Recipharm performed in June a direct share issue of 
4,000,000 Class B shares at subscription price of SEK 127 
per share. Through the issue, Recipharm received proceeds 
amounting to SEK 508 million before transaction costs.  

In June Recipharm signed an agreement with SERB SA 
on a divestment of its rights to its potassium iodide product 
Thyrosafe except for the US territory. The total consideration 
amounted to SEK 97 million with SEK 61 million paid upon 

closing and SEK 36 million later, conditional upon reaching 
certain product development milestones. SERB will accord-
ing to the agreement have an option to acquire the US rights 
at a later stage.

Recipharm announced in December that it would initiate 
a process to explore the discontinuance of operations at 
its solid dose manufacturing facility in Ashton-under-Lyne, 
Great Britain. The decision to initiate this process has been 
taken following a strategic review of the operation which has 
not been profitable for several years. The facility employs 
approximately 140 people. Estimated non-recurring costs 
associated with the decision to discontinue operations 
 consist of restructuring costs, tech-transfer costs and 
 provisions for onerous contracts. These costs amount to  
SEK 117 million and are charged to the 2018 results.

RESEARCH AND DEVELOPMENT
Recipharm’s research and development (R&D) activities 
focus on the pharmaceutical development of new products 
as well as the improvement of existing products and pro-
cesses to achieve greater efficiency and customer benefit. 
Many product projects are conducted as assignments for 
internal and external customers. Costs for the development 
of products and production processes are expensed as they 
arise. During the year SEK 24 million (20) has been capital-
ised as an intangible asset.

THE ENVIRONMENT
Our vision is for Recipharm to be a shining example with 
regard to the environment. Environmental efforts are vital to 
Recipharm and are an integral part of day-to-day work.

Recipharm has resolved for all operating subsidiaries in 
the Group to obtain ISO 14001 environmental certification. 
All companies are already there or are working towards 
certification. Several Recipharm companies are also certified 
according to OHSAS 18001 for the work environment. 

The impact of the Recipharm Group on the external 
environment results from our activities as a pharmaceutical 
manufacturer. The direct impact consists of air and water 
emissions from manufacturing processes that involve gas, 
solvents and effluent containing pharmaceutical residuals. 
The indirect impact consists of emissions from transport to 
and from our sites and through energy consumption. Every 
company monitors its environmental impact using its own 
environmental management system and continuously works 
to follow up and improve its operations with respect to the 
environment. 

During the year, Recipharm complied with environmental 
legislation as well as the conditions in all permits. Out of the 
Swedish operations the manufacturing facilities in Stockholm 
and Uppsala have operations requiring a permit according 
to the Swedish Environmental Code, while the other have 
operations requiring registration. In the opinion of the 
Company, there are no environmental liabilities for future 
decontamination.

1) APM: Alternative Performance Measures, refer to financial definitions on page 96.
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SUSTAINABILITY REPORT
Recipharm has, in accordance with the Annual Accounts 
Act, prepared the statutory sustainability report which was 
approved for issue by the Board of Directors. Information 
meeting the Swedish legal requirements on  sustainability 
reporting, the Statutory Sustainability report and 
Recipharm's Sustainable Report, is found on pages 20-31.

PERSONNEL
In 2018, the average number of employees (correspond-
ing to full-time positions) was 4,822 (4,575), an increase 
of 5 per cent (56), mainly an effect from the acquisitions. 
Women accounted for 40 per cent (39) of personnel. At year-
end, approximately 6,800 (5,630) full time equivalents are 
employed in the Group, an increase related to the acquisi-
tions. Please see Note 10 for additional information about 
personnel. 

Recipharm’s Swedish business has held AFS 2000:1  
and OHSAS 18001 work environment certifications for  
many years. 

At the Annual General Meeting on 14 May 2018 it has been 
decided to start a share saving program directed to the 
employees. For more information please see Note 32.

OUTLOOK
Over the coming years the pharmaceutical industry is 
expected to increase the share of production and develop-
ment provided by other companies. The market for CDMOs is 
expected to grow more than the underlying pharmaceutical 
industry. Recipharm’s sales target is to achieve SEK 8 billion 
or more by 2020. The focus for the business will be a com-
bination of growth and efficiency activities. There are good 
opportunities for organic growth within both business areas, 
Manufacturing services and D&T. In addition to organic 
growth in existing operations, several contracting projects 
are already underway and are expected to sustain healthy 
sales growth in coming financial years. One part of the 
efficiency program is to end less profitable contracts, which 
can improve the organic growth a little but also create better 
conditions for higher profit margin. Capacity investment for 
manufacturing of freeze-dried products and blow-fill-seal 
was finalised during 2018 and will result in further organic 
growth in the coming years. Acquisitions of competitors or 
large portfolio contracts with big pharmaceutical compa-
nies are also expected to be an important growth factor. 
Recipharm’s target is an EBITDA margin to Net sales of 16 
per cent or more. In total, operating profit and profitability 
are expected to improve in future years.  

ALLOCATION OF PROFIT
The following earnings of the parent company are available 
to the AGM (SEK):

Share premium reserve  4,109,193,388

Retained earnings -113,948,947

Loss for the year -81,958,778

Total 3,913,285,663

Share dividend 84,244,590

Earnings carried forward 3,829,041,073

Total 3,913,285,663

With reference to Companies Act 18:4 the Board is of the 
opinion that the dividend proposed above is justifiable on 
both the company and the Group level with regard to the 
demands on the company and the Group equity imposed by 
the type, scope and risks of the business and with regard 
to the companý s and the Group financial strength, liquidity 
and overall position.
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The growing CDMO market is attracting strong suppliers, 
and the competition may have a negative impact on profit 
margins. Through continuous improvement of business pro-

cesses and customer relationships, Recipharm creates value 
for customers, thereby improving its competitive edge.

Any significant product defect caused by Recipharm would 
damage the Company image and customer confidence. All 
subsidiaries operate in accordance with current good man-
ufacturing practice and with Recipharm’s own high quality 

standards. Every Recipharm facility is inspected periodically 
by regulatory authorities as well as by Recipharm’s own team 
of regulatory experts.

Acquisitions expose the Company to different types of risk: 
financial, commercial and operational. Before the Board 
decides to make an acquisition, due diligence in line with the 
risk entailed by each acquisition, as well as a management 

team assessment, are always performed. To secure  
successful integration of newly acquired businesses, 
Recipharm follows well-established internal procedures. 

Key personnel usually have extensive experience and 
expertise within fields that are important for Recipharm. It is 
important to ensure and develop expertise so that Recipharm 

continues to have the right expertise. Recipharm works with 
succession planning programs for leading positions to ensure 
continued access to such expertise.

Recipharm has relatively little foreign currency exposure on 
net income. The difference between inflows and outflows by 
currency is well-balanced in operational activities. Recipharm 
has therefore chosen not to hedge currency flows against 
price fluctuations. However, extra exposure may arise in 

connection with acquisitions or similar. Recipharm usually 
tries to limit any currency risk associated with acquisitions 
by financing the acquisition as far as possible in the local 
currency. 

Recipharm only accepts creditworthy counterparts in  
financial transactions and, when needed, uses a system for 
managing overdue invoices. Long-term contracts and cus-

tomers’ dependence on their CDMO suppliers are important 
factors that reduce credit risk. Recipharm has many finan-
cially solid customers and few credit losses. 

Operations are partly financed through borrowing. 
Fluctuations in interest rates directly influence the finan-
cial results. Recipharm aims to maintain a balanced loan 

portfolio of short- and long-term borrowings, with interest 
rates normally linked to official interbank rates. No specific 
hedging is done. 

External capital exposes Recipharm to some liquidity 
risks. Refinancing risk is the risk that the company cannot 
refinance its loans when desired or raise new financing in 
the market when the need arises. Recipharm has a long-
term loan facility which is dependent of the achievement on 
certain covenants. If these covenants are not met the lender 
may renegotiate or execute an earlier termination. The 

current loan facility amounts to SEK 4.5 billion. In addition 
to the financial covenants (which are based on Net Debt to 
EBITDA and Interest ratio) the Groups' target is having a Net 
Debt to Equity of a maximum of 0.8 . For 2018 Recipharm has 
met these targets with a headroom. For a detailed descrip-
tion of the current financing we refer to note 41.  

In a more competitive market, it is becoming more difficult 
to attract and retain key competencies. Recipharm has a 
strong emphasis on leadership training, career planning and 

creating attractive workplaces. In general, Recipharm has 
low employee turnover, especially for key persons.

A significant portion of Recipharm’s business comes from 
a limited number of customers. The large customers have 
several contracts, as each site has its contract with the 
customer. Contracts are sometimes terminated, by the 
customer or by Recipharm, for renegotiation of terms. 2017 
was the first year when a large contract has been terminated 
since the start of the Company in 1995, previously this only 

occurred for a few small and mid-sized contracts. Through 
a strong emphasis on increasing the number of customer 
relationships, Recipharm decreases its dependence on a 
small number of customers. During 2013, the three largest 
customers accounted for 61 per cent of the Group sales. 
During 2018 this was reduced to 27 per cent, partly due to 
the acquisitions throughout the years.

Many countries are implementing different activities to 
increase competition and decrease the costs for pharmaceu-
ticals. Recipharm uses normally price adjustment formulas 

in the contracts, in relation to changes in the manufacturing 
costs. In the past, prices have normally fluctuated between 
zero and inflation.

Sales of products for which Recipharm owns product rights 
account for 10 per cent of consolidated sales. A stoppage 
or disruption in the supply chain would affect sales of these 
products in the market.  

Recipharm has identified the following types of risks; market-related risks,  
risks related to internal processes and financial risks.

MARKET-RELATED RISKS

RISKS RELATED TO INTERNAL PROCESSES

FINANCIAL RISKS (SEE ALSO NOTE 41, SENSITIVITY ANALYSIS)

RISKS

COMPETITION

PRODUCT DEFECTS

ACQUISITION 
PROJECTS

DEPENDENCE ON 
KEY PERSONNEL

CURRENCY RISK

CREDIT RISK

INTEREST-RATE 
RISK

LIQUIDITY AND  
REFINANCING 
RISK

BUILDING & MAIN-
TAINING EXPERTISE

CUSTOMER 
DEPENDENCE

CUSTOMER COST 
PRESSURE 

DEPENDENCE ON 
CONTINUOUS 
SUPPLY 
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CORPORATE GOVERNANCE REPORT 

GENERAL
Recipharm AB (publ) is a Swedish public limited company 
with its registered office in Stockholm, Sweden. Recipharm’s 
corporate governance is based on the Swedish Companies 
Act, the Company’s articles of association, the obligations 
that accompany listing on the NASDAQ Stockholm, the 
Swedish Code of Corporate Governance (the “Code”) and 
other applicable laws and regulations. Corporate govern-
ance comprises a regulatory and decision making system for 
managing a company’s business in an effective, controlled 
manner. The aim is to meet the owners’ requirements in 
terms of the return on capital invested. 

In Sweden, corporate governance has traditionally been 
regulated by legislation. In addition, the self-regulatory 
bodies of trade and industry have continually presented 
various stipulations relating to corporate governance. For 
detailed information on the Code visit www.bolagsstyrning.
se. Recipharm aims for a high standard through a clear 
and simple management system and guiding documents. 
Management, leadership and control of Recipharm are 
divided between the shareholders at the annual general 
meeting (the “AGM”), the Board of Directors, the CEO, and 
the auditors in accordance with the Swedish Companies Act 
and the company’s articles of association. Increased trans-
parency provides good insight into the company’s opera-
tions, which contributes to effective control.

RECIPHARM’S APPLICATION OF THE CODE
Recipharm has applied the Code since the listing on NASDAQ 
Stockholm on 3rd April 2014. No deviation from the Code 
occurred during 2018. The Board of Directors has chosen 
not to set up a specific audit function for internal audit. The 
Board of Directors will evaluate the need to set up a specific 
audit function annually.

SHAREHOLDERS
As of 31 December 2018 the share capital amounted to SEK 
33,887,896.5 spread over 67,775,793 shares, each with a 
quota value of SEK 0.50. There are three series of shares in 
Recipharm: shares of series A (10 votes per share), shares of 
series B (1 vote per share), and shares of series D (1 vote per 
share). In total there are 15,222,858 shares of series A and 
52,182,935 shares of series B and 370,000 shares of series D. 
The shares of series A are subject to an offer of first refusal 
clause included in the articles of association. The number 
of shareholders amount to about 5,300. As of December 
31 2018, shareholders who directly, or indirectly, represent 
at least 10 per cent of the total amount of the votes in the 
company are: Flerie Participation AB, 38.7 per cent and Cajelo 
Invest Limited, 37.2 per cent. The foreign owners represented 
about 7.3 per cent of the votes. For more information regard-
ing Recipharm’s share and ownership structure, please refer 
to the Section “The Recipharm Share”, on pages 94-95.

SHAREHOLDERS’ MEETING AND THE AGM
Under the Companies Act, the shareholders’ meeting is a 
company’s highest decision-making body. The company’s 
AGM adopts the income statement and balance sheet, elects 
the Board of Directors and auditors, establishes fees and 
deals with other matters laid down in legislation or in the 
Code. At the AGM, the shareholders have the opportunity to 

ask questions to the management, the Board of Directors 
and the auditors. Recipharm’s articles of association do not 
contain any restrictions on how many votes each share-
holder may cast at a shareholders’ meeting. Neither, do 
the articles of association contain specific provisions on the 
appointment and dismissal of directors or amendment of the 
articles of association.

AGM 2018
The AGM 2018 was held 14th May 2018. The following deci-
sions were made at the AGM:
• The retained earnings were carried forward. 
• The proposed fees to the Board of Directors, its commit-

tees and the auditor were approved.
• Lars Backsell, Carlos von Bonhorst, Anders G. Carlberg, 

Marianne Dicander Alexandersson, Thomas Eldered, 
Helena Levander and Wenche Rolfsen were re-elected 
as board members. Tony Sandell declined re-election. 
Lars Backsell was re-elected as Chairman of the Board of 
Directors. Ernst & Young AB was re-elected as auditor.

• The Board of Directors’ proposal in respect of guidelines 
for remuneration of senior executives was adopted.

• The Annual General Meeting resolved to implement a 
share savings program for the Group’s employees. 

• To ensure delivery of shares to participants in accordance 
with Recipharm’s share saving programs, the Board of 
Directors was authorised to decide on new issue of shares 
of series D. 

• The AGM resolved to authorise the Board of Directors to 
carry out new issues of shares and/or issues of convertible 
bonds in accordance with the presented proposal.

The minutes and other documents from the above general 
meeting are available on Recipharm's website www.reci-
pharm.com.

AGM 2019
The 2019 AGM will be held at 15:00 on Monday 13th May 
2019 at Ingenjörsvetenskapsakademien, Grev Turegatan 16 
in Stockholm.

NOMINATION COMMITTEE
Recipharm’s 2018 AGM resolved that the Recipharm nom-
ination committee shall consist of four members – one 
representative for each of the three largest shareholders in 
terms of votes on the last banking day of September wish-
ing to appoint a member of the nomination committee and 
the Chairman of the board. The three largest shareholders 
in terms of votes refer in this instruction to the three largest 
shareholders in terms of votes registered and grouped by 
Euroclear Sweden AB as of the last banking day of September. 
The composition of the committee shall be announced at 
least six months prior to the AGM. The nomination committee 
represents the company’s shareholders and is responsible 
for preparing and presenting proposals to the AGM regarding 
Chairman of the board, the Board of Directors, fees to be paid 
to the Chairman of the board and other board members and 
remuneration for committee work, election of and fees to 
auditors and deputy auditors (where applicable) for decisions 
on principles for the structure of the nomination committee as 
well as for the Chairman of the AGM. 
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BOARD MEMBER
Independent in relation to 

company and management
Independent in relation 

to large shareholders
Presence at  

board meetings
Presence in the 

remuneration committee
Presence in the  

audit committee 

Lars Backsell No No 12/15 2/2 6/6

Carlos von Bonhorst Yes Yes 15/15

Marianne Dicander Alexandersson Yes Yes 13/15 2/2

Anders G. Carlberg Yes Yes 13/15 6/6

Thomas Eldered No No 15/15

Helena Levander Yes Yes 13/15 6/6

Wenche Rolfsen   Yes Yes 12/15

Tony Sandell 1) Yes Yes 5/5

Olle Christensson Yes Yes 15/15

The nomination committee for the upcoming AGM com-
prises Axel Calissendorff (Flerie Participation AB), Johan 
Lannebo (Lannebo fonder), Ossian Ekdahl (First National 
Pension Fund) and Lars Backsell (Chairman of the board). 
Axel Calissendorff was appointed as Chairman of the 
 nomination committee. All shareholders have been given  
the opportunity to contact the nomination committee with 
proposals, e.g. for board members, for further evaluation 
within the context of the nomination committee’s work. 

The nomination committee held six meetings. As a basis 
for its evaluation of the composition of the board the nomi-
nation committee had access to the evaluation carried out 
by the board and was also given opportunity to meet the 
members of the board individually. Based on this evaluation 
and the opportunity to take into account suggestions for 
new board members, the nomination committee draws up a 
proposal for a new board which is made public in conjunction 
with the invitation to the AGM. 

The AGM appoints auditors annually. When auditors are to 
be elected the audit committee assists the nomination com-
mittee with producing a proposal. The current auditor, Ernst 
& Young AB, was first elected at the AGM in 2004.

THE BOARD OF DIRECTORS
The board’s responsibilities and duties
At the constituent board meeting the board decides on the 
rules of procedure and work methods for the board, any 
other bodies that the board may establish including the CEO 
as the framework for financial reporting, instructions and 
policies regarding functions and authorities.

Composition of the board
According to the company articles of association, the board 
shall have a minimum of three members and a maximum 
of eight members with no AGM-appointed deputies. The 
board has one employee representative. Coming from 
different backgrounds and with a wide range of experience, 
the directors have the knowledge required to perform their 
board duties, including issues relating to strategy,  executive 
management and structural development. Individual direc-
tors also provide valuable assistance to management in 
facilitating contacts with key clients and on issues relating to 
politics, economics, accounting and finance, law, organisa-
tion and marketing. 

Each board member’s age, education, work experience, 
mainly assignments, election year and holdings of Recipharm 
shares are presented on pages 92-93.

Chairman of the board
The Chairman of the board is in charge of the work that 
takes place by the board, and to make sure that the board 
is meeting its commitments in accordance with the Swedish 
Companies Act and the work plan established by the 
board. Continual contact with the CEO shall ensure that the 
Chairman of the board monitors the company’s development 
and ensures that the board receives the information required 
in order to be able to meet its commitments. The Chairman 
of the board shall also represent the company in matters 
concerned with ownership. The Chairman of the board does 
not participate of the operational work in the company. He is 
also not included in the company management. Lars Backsell 
has been Chairman of the board since 2007.

 
Board fees
The 2018 AGM established that the fees will amount to SEK 
1,765,000 in total, of which SEK 400,000 will be paid to the 
Chairman and SEK 220,000 will be paid to each of the other 
directors who are not employees of the company. The AGM 
also resolved that a fee of SEK 70,000 will be paid to the 
Chairman of the audit committee and SEK 45,000 each to 
the other members. A fee of SEK 35,000 will be paid to the 
Chairman of the remuneration committee and SEK 25,000 to 
the other member.

The work of the board 
In 2018 the board held 15 meetings, including a statutory 
meeting following the AGM on 14th of May 2018. The minutes 
of these meetings represent documentation of decisions 
taken. The regular board meetings are prepared jointly by 
the Chairman of the board and the CEO of the company. 
Before each board meeting the board receives written mate-
rial as a basis for discussions and decisions that will be dealt 
with. One or more members of the executive management 
take part in the board meetings in order to report on matters 
within their specific areas. 

At every regular board meeting an update is given on the 
business situation and financial monitoring. Other matters 
dealt with during the year include the economic trend, com-
petence needs, organisation and acquisitions. These reports 
are compiled by the CEO and the Chief Financial Officer. The 
company’s auditor was present at the meeting at which the 
year-end financial statements were discussed. This gave the 
Board of Directors and the auditor the opportunity to discuss 
the business accounting and audit.

1) Tony Sandell was present for the first five board meetings of 2018 but declined re-election at the AGM 2018.
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Committees of the board
The board has established an audit committee and a 
 remuneration committee. The members of the committees 
are elected amongst the board members for one year at a 
time. The committee members are appointed at the consti-
tuent board meeting. 

Audit committee
The audit committee consists of Anders G Carlberg 
(Chairman), Helena Levander and Lars Backsell. The board 
requires that at least one member shall be independent and 
have competence in accounting or auditing. The committee 
has held six meetings in 2018. Continuous dialogue has been 
held with the elected auditor, and the auditor has partici-
pated in all committee meetings when deemed relevant. 
They have also held meetings with the auditor. Matters that 
have been discussed under 2018 include review of risk analy-
ses, internal financial reporting, review of results by AGM 
elected auditors audit of the operations, impairment tests, 
financing structure and matters concerning internal control.

Remuneration committee
The remuneration committee consists of Lars Backsell 
(Chairman) and Marianne Dicander Alexandersson. The 
remuneration committee has met two times during 2018. 
Matters that have been processed during 2018 include: 
review of remuneration to senior executives; and drafting 
guidelines for senior executives; and an evaluation of the 
CEO’s performance during the year; and a proposal of a 
compensation package for the CEO.

 
Assessment of the board’s work
In accordance with the board’s rules of procedure, the board 
continually assesses its work through open discussions in the 
board and through a board evaluation in the form of a survey 
amongst board members. The results of the annual board 
evaluation are submitted to the nomination committee.  
The nomination committee has also had individual meetings 
with board members in order to ask questions regarding  
the board’s activity.

Auditors
The company’s auditor, Ernst & Young AB, was first elected 
on the AGM in 2004. The current period runs until the end 
of the AGM 2019. Jennifer Rock-Baley is the responsible 
auditor since 2016. During the year the auditor has, in 
addition to auditing the financial statements for the com-
pany, also reviewed the interim report for the third quarter. 
As described in the section “The work of the board”, the 
auditor has also met the board at the board meeting where 
the approval of the annual financial report took place. For 
information regarding remuneration to auditor, please refer 
to note 9 on page 65.

INTERNAL CONTROL OVER FINANCIAL REPORTING
Internal control of financial reporting is based on the 
 control environment established by the board and  executive 
management. Control environment refers to – among 
other things – the values and the culture that exist within 
Recipharm, but also the organisational structure, responsi-
bilities and powers defined and communicated to everyone 
concerned within the company. It also includes components 
such as the competence and experience of the company’s 
employees and a number of governing documents such as 
policies and manuals. The internal control over financial 
reporting is to ensure that internal and external reporting 

is accurate and relevant, that it is established in accordance 
with law and applicable accounting standards and other 
requirements for reporting. 

Recipharm’s board is responsible for the existence of 
effective systems for monitoring and controlling the com-
pany’s operations, including risk management, and to make 
sure that the company complies with laws and regulations 
that apply to its activities. The board is also responsible for 
the company’s internal control over financial reporting. 

Furthermore, the internal control over financial reporting 
is for example focused on ensuring effective and reliable 
processing of invoices to customers, customer credit, foreign 
exchange and investment. The board annually evaluates  
the need to establish a specific internal audit function.  
The  evaluation resulted in a conclusion that the internal  
control also going forward should be an integrated part  
of the Group's finance function.

 
Control environment
The Recipharm board has established rules of procedure 
which are resolved upon annually at the constituted board 
meeting. These rules forms the basis of the work of the 
board and for effective management of the risks to which 
the business is exposed. The board annually updates and 
establishes the board’s rules of procedure, CEO instruc-
tions and authorisation arrangement. The framework for 
Recipharm’s internal control system consists of the com-
pany’s Global Policy, which addresses for example material 
relations within the Group, goals, management philosophy, 
the board’s working methods, responsibilities and authority, 
quality and environment and the company’s other policies. 
Recipharm’s policies and other governing documents are 
considered to constitute the foundation of a well-functioning 
internal control.

Information and communication
Information on Recipharm’s steering documents such as 
policies, guidelines and routines is provided to the persons 
concerned. Significant policies and guidelines are updated as 
needed, but at a minimum on an annual basis, and communi-
cated to the staff concerned. Financial reporting issues are  
also discussed at meetings at which the Group’s  financial 
officers meet. For external communication Recipharm 
 follows its established policies.

Monitoring
Within Recipharm the income statement and balance sheet 
are monitored along with certain key ratios, at both Group 
and segment level. In addition to the financial reporting, a 
follow-up of the internal control work and risk inventory is 
made. The board receives updates of the financial outcome 
of the Group.

Disclosure of information to the stock market
In accordance with the commitments incumbent upon 
Recipharm as a listed company, Recipharm provides the 
stock market with information on the Group’s financial 
position and development. The information is provided in 
the form of interim reports and an annual report, which are 
published in Swedish and English. In addition to financial 
information, Recipharm also issues press releases of news 
and events and also gives presentations for shareholders, 
financial analysts and investors both in Sweden and abroad. 
The information published is also made available on the  
company’s website, www.recipharm.com. 
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RESOLUTION IN RESPECT OF GUIDELINES FOR  
REMUNERATION OF SENIOR EXECUTIVES

At the Annual General Meeting on 14th May 2018 it was 
resolved to adopt the following guidelines for remunera-
tion and other terms of employment for senior executives. 
These guidelines for remuneration of senior executives 
include salary and other terms for the CEO and other senior 
executives in Recipharm. Other senior executives are those 
who, besides the CEO, constitute the Group management. 
The opinion of Recipharm is that remuneration shall be paid 
according to competitive terms, which enables senior execu-
tives to be recruited and retained. 

Remuneration of senior executives may consist of basic 
salary, annual bonus, pension, other benefits and share-
based incentive programs. The remuneration of the CEO 
and other senior executives shall be based on factors such 
as duties, expertise, experience, position and performance. 
Furthermore, the relationship between basic salary and 
annual bonus shall be proportionate to employees’ respon-
sibilities and duties. The annual bonus shall be linked to 
pre-determined criteria designed to promote the company’s 
creation of value in the long-term. The remuneration shall 
not discriminate on grounds of gender, ethnic background, 
national origin, age, disability, religion or other irrelevant 
factors. 

In addition to salary, the CEO and other senior execu-
tives are generally entitled to an annual bonus of up to 40 
per cent of the base salary, annual pension equivalent of 
up to 35 percent of annual salary or according to collective 
agreements and sick pay equivalent to 75-90 per cent of 
the monthly salary during the first 3-6 months of a period 
of sickness. The CEO and other senior executives generally 
have the right to health insurance and company car as well 
as other benefits in accordance with local practice. When 
possible, the pension arrangements shall be in accordance 
with current collective agreements. In addition to the bonus, 
approved share or share-price related incentive programs 
may be added. 

Regarding senior executives, provided that collective 
agreements do not state otherwise, the employee and the 
employer have a mutual notice period of up to six months. 
In addition to salary during the notice period, severance pay 
of up to six months of salary may occur. Senior executives 
residing outside Sweden may receive other remuneration 
or benefits that are competitive in the country of their 
 residence, preferably equivalent to those of other senior 
executives residing in Sweden. 

The board members are paid fees determined by the 
 general meeting. Board members elected by the share-
holders’ meeting shall, in specific cases, receive a fee for 
services within their respective areas of expertise, which do 
not constitute work of the board. 

These services shall be remunerated according to market 
terms, which shall be approved by the board. The board shall 
be entitled to deviate from the guidelines in individual cases 
if there are special reasons for doing so.

The Board of Directors’ proposal for guidelines to apply 
until the next Annual General Meeting
The Board of Directors’ proposal to be presented at the 
Annual General Meeting 2019 is that the current guidelines 
for remuneration and other terms of employment for senior 
executives shall remain unchanged.
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FIVE YEAR SUMMARY

2018 2017 2016 2015 2014

Profit & Loss summary (SEKm)

Net turnover 6,373.7 5,331.9 4,678.3 3,389.4 2,569.3

EBITDA (EBIT before depreciation & amortisation) 987.4 729.7 749.3 509.8 399.3

Operating profit (EBIT) 405.2 -8.7 384.3 274.2 272.1

Financial income 23.5 26.0 8.5 64.4 9.3

Financial expense -199.9 -138.7 -95.9 -29.0 -65.4

Profit before tax 228.9 -121.4 296.9 309.6 216.1

Net profit/loss for the year 159.9 -160.0 196.6 215.1 160.2

Net profit/loss for the year, attributable to parent 
company shareholders 159.4 -170.5 188.7 215.3 -

Balance sheet summary (SEKm)

Non-current assets 9,093.2 8,505.2 7,107.6 3,870.9 3,614.6

Cash and cash equivalents 681.4 770.9 695.8 534.2 404.5

Total assets 12,715.9 11,731.0 9,830.5 5,696.7 5,403.7

Equity, total 5,337.1 4,874.0 5,130.1 2,740.5 2,131.3

Equity attributable to non-controlling interest -0.1 325.5 343.1 0.2 -

Interest-bearing liabilities 4,471.9 4,193.2 2,589.7 1,717.1 1,568.2

Non-interest-bearing liabilities 2,906.9 2,663.8 2,076.2 1,239.1 1,704.2

Operating capital 9,127.6 8,296.3 7,024.0 3,923.4 3,295.0

Net debt 3,790.5 3,422.3 1,893.9 1,182.9 1,163.7

Cash Flow (CF) summary (SEKm)

CF from operating activities 363.5 351.4 342.1 428.8 254.2

CF from investing activities -1,137.0 -1,585.4 -2,033.1 -420.5 -1,456.8

CF from financing activities 673.5 1,306.3 1,834.4 132.9 -1,405.4

Total cash flow -100.0 72.3 143.4 141.1 202.8

Share information (1000)

Average number of shares, basic 65,714 63,218 56,875 45,606 34,605

Average number of shares, diluted 68,173 64,576 57,302 45,680 39,656

Number of shares at year-end 67,776 63,218 63,218 46,325 40,689

Key measures

Operating margin 6.4% -0.2% 8.2% 8.1% 10.6%

Return on equity 3.1% -3.2% 5.0% 8.8% 11.4%

Return on operating capital 4.7% -0.1% 7.0% 7.6% 12.4%

Interest coverage ratio 2.1 0.1 4.1 11.7 4.3

Net debt/Ebitda 3.8 4.7 2.5 2.3 2.9

Debt/equity ratio 0.84 0.86 0.50 0.63 0.74

Net debt/equity ratio 0.71 0.70 0.37 0.43 0.55

Equity/assets ratio 42.0% 41.5% 52.2% 48.1% 39.4%

Earnings per share 2.43 -2.70 3.32 4.72 4.63

Earnings per share after dilution 2.43 -2.70 3.32 4.72 4.13

Equity per share 78.75 71.95 75.72 59.16 52.38

APM: Alternative Performance Measures, see financial definitions on page 96.
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CONSOLIDATED STATEMENT 
OF PROFIT OR LOSS

SEKm Note 2018 2017

Operating income

Net sales 2, 3, 4 6,373.7 5,331.9

Other operating income 7, 45 284.6 182.7

6,658.3 5,514.6

Operating expenses   

Raw materials and consumables 8 -1,839.4 -1,660.4

Other external costs 3, 9 -1,520.3 -1,350.3

Employee benefits expense 10 -2,228.9 -1,909.5

Depreciation, amortisation and impairment of   

property, plant and equipment and intangible assets 11 -580.8 -533.1

Other operating expenses 12 -83.3 -69.7

Share of profit in participations 45 -0.4 -0.3

Operating profit for continuing operations 4 405.2 -8.7

Interest income and similar revenues 13 23.5 26.0

Interest expenses and similar costs 14 -199.9 -138.7

Net financial income/expense -176.3 -112.7

Profit before tax 228.9 -121.4

Current tax 15 -69.0 -38.6

Profit for the year 159.9 -160.0

OTHER COMPREHENSIVE INCOME:

Items that may be reclassified subsequently to profit or loss

Translation differences 101.0 -35.9

Gains from fair value valuation of financial instruments -5.4 35.6

Deferred tax relating to items that may be reclassified 1.2 -7.8

Total items that may be reclassified subsequently to profit or loss 96.8 -8.1

Items that will not be reclassified to profit or loss

Actuarial losses on pensions 0.2 3.1

Deferred tax relating to items that will not be reclassified 0.6 0.9

Total items that will not be reclassified to profit or loss 0.7 4.0

Total other comprehensive income 97.6 -4.1

Comprehensive income for the year 257.4 -164.1

Profit for the year attributable to:

Parent Company shareholders 159.4 -170.5

Non-controlling interest 0.5 10.5

159.9 -160.0 

Comprehensive income for the year attributable to: 

Parent Company shareholders 253.2 -160.0

Non-controlling interest 4.2 -4.0

257.4 -164.1 

Earnings per share before dilution (SEK) 16 2.43 -2.70

Earnings per share after dilution (SEK) 16 2.43 -2.70

Dividend per share (SEK) 1) 1.25 –

1) Suggested to the Annual General Meeting
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CONSOLIDATED STATEMENT
OF FINANCIAL POSITION

SEKm Note 2018-12-31 2017-12-31

ASSETS

Non-current assets

Intangible non-current assets

Product rights 17 278.7 295.0

Goodwill 18 2,598.4 2,486.4

Customer relations 18 2,268.4 2,360.7

Corporate brands 18 130.5 125.1

Software 19 37.5 48.3

Investment in progress intangible assets 20 53.9 38.6

 5,367.3 5,354.1

Property, plant and equipment

Land and buildings 21 1,110.2 901.6

Leasehold improvements 22 12.5 8.7

Plant and machinery 23 1,534.7 1,171.8

Equipment, tools, fixtures and fittings 24 291.4 218.4

Construction in progress 25 463.1 583.8

 3,411.8 2,884.3

Financial non-current assets

Participations in associated companies and joint venture 24 28.9 19.2

Other investments held as non-current assets 26, 41 201.2 156.7

Deferred tax asset 15 84.0 91.0

 314.0 266.9

Total non-current assets 9,093.2 8,505.2

Current assets

Inventories 27 1,317.6 1,006.4

Accounts receivable 28 1,262.7 1,054.7

Tax asset  71.2 126.0

Other receivables 29 186.2 165.2

Prepaid expenses and accrued income 30 103.7 102.6

 2,941.3 2,454.9

Cash and cash equivalents 31 681.4 770.9

Total current assets 3,622.7 3,225.8

TOTAL ASSETS 12,715.9 11,731.0
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SEKm Note 2018-12-31 2017-12-31

EQUITY 32

Share capital 33.9 31.6

Other paid-in capital 4,592.2 4,026.5

Reserves 161.5 68.4

Profit brought forward 549.6 422.0

Equity attributable to Parent Company shareholders 5,337.1 4,548.5

Equity attributable to Non-Controlling interest -0.1 325.5

TOTAL EQUITY 5,337.1 4,874.0

LIABILITIES  

Non-current liabilities

Interest-bearing liabilities 41 4,443.3 4,154.5

Provision for pensions 33 301.4 277.5

Other provisions 34 322.1 230.7

Deferred tax liability 15 856.9 920.5

Other non-current liabilites 35 47.1 21.6

 5,971.0 5,604.8

Current liabilities

Interest-bearing liabilities 41 16.3 16.9

Overdraft facility 41 12.3 21.8

Accounts payable 36 836.5 614.4

Tax liabilities 31.0 72.5

Other liabilities 37 90.3 99.9

Accrued expenses and prepaid income 38 421.5 426.8

 1,407.9 1,252.2

TOTAL LIABILITIES 7,378.8 6,857.0

TOTAL EQUITY AND LIABILITIES 12,715.9 11,731.0

CONSOLIDATED STATEMENT
OF FINANCIAL POSITION, CONT.
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CONSOLIDATED STATEMENT  
OF CHANGES IN EQUITY

SEKm
Share

capital

Additional
paid-in
capital Reserves 1)

Retained
earnings incl.

profit/loss
for the year

Equity attribut-
able to  Parent

company 
shareholders

Non  
Controlling  

Interest
Total  

Equity

Equity at 31 December 2016 31.6 4,026.5 62.2 666.9 4,787.0 343.1 5,130.1

Profit/loss 2017 -170.5 -170.5 10.5 -160.0

Other comprehensive income 2017 6.4 4.0 10.4 -14.5 -4.1

Total comprehensive income 2017 6.4 -166.5 -160.1 -4.0 -164.1

Transactions with owners: 

  Share-based incentive program 15.6 15.6 15.6

  Dividend -94.0 -94.0 -94.0

Non-Controlling Interest -13.6 -13.6

Equity at 31 December 2017 31.6 4,026.5 68.4 422.0 4,548.5 325.5 4,874.0

Effect from IFRS 15 and 9 2.6 2.6 2.6

Profit/loss 2018 159.4 159.4 0.5 159.9

Other comprehensive income 2018 93.1 0.7 93.8 3.8 97.6

Total comprehensive income 2018 93.1 160.1 253.2 4.2 257.4

Transactions with owners: 

  New share issue 2) 2.3 565.7 568.0 568.0

  Share-based incentive program 13.7 13.7 13.7

Non-Controlling Interest -48.9 -48.9 -329.8 -378.7

Equity at 31 December 2018 33.9 4,592.2 161.5 549.6 5,337.1 -0.1 5,337.1

1)  Including translation differences. For specification of Reserves refer to note 32. 
2)  Transaction costs for new share issues are included in reported numbers and amount to SEK 11.6 million. 

For more information refer to note 32 Equity. 
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CONSOLIDATED CASH FLOW STATEMENT

SEKm Note 2018 2017

OPERATING ACTIVITIES

Profit before tax 228.9 -121.4

Adjustments for items not affecting cash 46 569.2 727.8

Income taxes paid -150.5 -150.6

Cash flow from operating activities before changes in working capital 647.6 455.7

Cash flow from changes in working capital

Change in inventories -190.5 -39.8

Change in operating receivables -145.2 -150.7

Change in operating liabilities 51.5 86.1

Cash flow from operating activities 363.5 351.4

INVESTING ACTIVITIES

Acquisition of property, plant and equipment -422.2 -548.2

Disposal of property, plant and equipment 5.4 5.8

Acquistion of intangible assets -32.1 -48.1

Disposal of intangible assets 60.7 –

Acquisition of subsidiaries/operations, net of cash acquired -754.0 -974.7

Acquisition of financial assets -19.7 -20.2

Divestment of financial assets 24.9 –

Cash flow from investing acivities -1,137.0 -1,585.4

FINANCING ACTIVITIES

Dividend paid to parent company shareholders – -94.0

New share issue 508.0 –

Change in overdraft facility -10.2 -4.0

Loans raised 760.0 1,790.6

Repayment of borrowings -584.3 -386.2

Cash flow from financing activities 673.5 1,306.4

Total cash flow for the year -100.0 72.3

Cash and cash equivalents at beginning of year 770.9 695.8

Translation difference on cash and cash equivalents 10.6 2.7

Cash and cash equivalents at end of year 681.4 770.9

Interest received 2.4 5.5

Interest paid -115.5 -94.2
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PARENT COMPANY INCOME STATEMENT

SEKm Note 2018 2017

Operating income

Net sales 3 127.2 118.6

Other operating income 7 8.7 6.8

135.8 125.4

Operating expenses  

Other external costs 3, 9 -120.4 -108.8

Employee benefits expense 10 -106.7 -93.1

Depreciation, amortisation and impairment of property,  
plant and equipment and intangible assets 11 -14.7 -8.1

Other operating expenses 12 -3.4 -3.3

Operating profit/loss -109.3 -87.9

Profit/loss on financial items

Profit/loss on participations in Group companies 42 -118.7 -30.1

Group contributions received 13 287.1 161.3

Interest income from Group companies 13 86.9 67.7

Other interest income and similar revenues 13 102.8 70.1

Group contributions paid 14 -77.6 -251.7

Interest expense to Group companies 14 -0.3 -0.1

Other interest expenses and similar costs 14 -251.1 -177.8

Net financial income/expense 29.0 -160.7

Profit/loss after financial income and expenses -80.3 -248.6

Current tax 15 -1.6 0.5

Profit/loss for the year -82.0 -248.1

OTHER COMPREHENSIVE INCOME:

Items that may be reclassified subsequently to profit or loss

Translation difference -0.7 0.2

Comprehensive income/loss for the year -82.7 -247.9
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PARENT COMPANY BALANCE SHEET

SEKm Note 2018-12-31 2017-12-31

ASSETS

NON-CURRENT ASSETS

Intangible non-current assets

Product rights 17 – –

Software 19 7.3 12.0

7.3 12.0

Property, plant and equipment

Plant and machinery 23 173.8 –

Equipment, tools, fixtures and fittings 24 – 4.8

Construction in progress 25 80.4 164.3

254.2 169.0

Financial non-current assets

Participations in Group Companies 42 5,154.5 4,982.6

Participations in associated companies and joint venture 25 22.0 13.0

Receivables from Group companies 43 1,955.3 1,727.4

Other securities held as non-current assets 26, 41 3.6 1.8

Deferred tax receivable  0.9 2.5

7,136.3 6,727.3

TOTAL NON-CURRENT ASSETS 7,397.8 6,908.3

CURRENT ASSETS

Current receivables

Accounts receivable 28 – 0.6

Receivables from Group companies 43 1,517.4 1,030.3

Tax assets 4.6 6.6

Other receivables 29 5.9 7.8

Prepaid expenses and accrued income 30 11.1 10.2

1,539.1 1,055.7

Cash and cash equivalents 31 113.7 72.0

TOTAL CURRENT ASSETS 1,652.8 1,127.7

TOTAL ASSETS 9,050.7 8,036.0
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PARENT COMPANY BALANCE SHEET, CONT.

SEKm Note 2018-12-31 2017-12-31

SHAREHOLDERS EQUITY AND LIABILITIES 32

Equity

Share capital 33.9 31.6

Restricted reserves 2.0 2.0

35.9 33.6

Non-restricted equity

Share-premium reserve 4,109.2 3,543.5

Profit or loss brought forward -113.8 120.4

Profit for the period -82.0 -248.1

3,913.4 3,415.7

TOTAL SHAREHOLDERS EQUITY 3,949.2 3,449.3

Untaxed reserves

Accumulated accelerated depreciation 44 1.0 1.0

 1.0 1.0

Non-current liabilities

Interest-bearing liabilities 41 4,384.8 4,093.1

Provision for pensions 33 4.3 1.7

Other non-current liabilities 35 0.5 0.5

4,389.7 4,095.3

Current liabilities

Accounts payable 36 18.1 28.5

Liabilities to Group companies 43 656.5 421.0

Other liabilities 37 2.8 2.6

Accrued expenses and prepaid income 38 33.4 38.3

710.8 490.4

TOTAL SHAREHOLDERS EQUITY AND LIABILITIES 9,050.7 8,036.0
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STATEMENT OF CHANGES IN EQUITY, PARENT COMPANY

SEKm
Share 

capital
Statutory

reserve
Develop- 

ment fund

Share 
premium 
reserve

Retained 
earnings

Profit/ 
loss for  

the year
Total

equity

Equity at 31 December 2016 31.6 2.0 2.5 3,543.5 103.1 92.8 3,775.4

Allocation of profit/loss 92.8 -92.8

Profit/loss 2017 -248.1 -248.1

Other comprehensive income 2017 0.2 0.2

Provision for development fund -2.5 2.5

Transactions with owners

  Share-based incentive program 15.9 15.9

  Dividend -94.0 -94.0

Equity at 31 December 2017 31.6 2.0 - 3,543.5 120.4 -248.1 3,449.3

Allocation of profit/loss -248.1 248.1

Profit/loss 2018 -82.0 -82.0

Other comprehensive income 2018 -0.7 -0.7

Transactions with owners

  New share issue 1) 2.3 565.7 568.0

  Share-based incentive program 14.5 14.5

Equity at 31 December 2018 33.9 2.0 – 4,109.2 -113.8 -82.0 3,949.2

1)  Transaction costs for new share issues are included in reported numbers and amount to SEK 11.6 million. 
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PARENT COMPANY CASH FLOW STATEMENT

SEKm Note 2018 2017

OPERATING ACTIVITIES

Profit before tax -80.3 -248.6

Adjustments for items not affecting cash flow 46 -58.4 152.9

Income taxes paid -2.0 -2.9

Cash flow from operating activities before changes in working capital -140.8 -98.5

Cash flow from changes in working capital:

Change in operating receivables -122.4 -337.0

Change in operating liabilities 142.7 66.3

Cash flow from operating activities -120.4 -369.2

INVESTING ACTIVITIES

Acquisition of subsidiaries/associated companies 42 -133.0 –

Loans to subsidiaries, new loans -570.3 -36.2

Loans to subsidiaries, repayments 186.9 85.4

Dividends received 85.3 81.6

Group contribution, received – 118.2

Group contribution, paid – -45.8

Shareholders' contribution, paid -14.2 -1,484.1

Acquisition of property, plant and equipment -95.2 -118.0

Acquisition of financial assets -1.8 -1.7

Disposal of shares, subsidiaries – 0.9

Cash flow from investing acivities -542.3 -1,399.7

FINANCING ACTIVITIES

New share issue 508.0 –

Dividend, paid – -94.0

Loans raised 756.5 1,773.2

Repayment of borrowings -560.0 -203.1

Cash flow from financing activities 704.5 1,476.1

Total cash flow for the year 41.7 -292.8

Cash and cash equivalents at beginning of year 72.0 364.8

Translation difference in cash and cash equivalents – –

Cash and cash equivalents at end of year 113.7 72.0

Interest received 86.5 67.2

Interest paid -121.8 -91.0
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NOTES

Recipharm AB (publ.) and its subsidiaries (together, the “Group”) 
 manufacture pharmaceuticals and perform contract development services 
for pharmaceutical companies. The Group has production plants in Europe, 
the US and India. The parent company is a public liability company regis-
tered in Sweden and headquartered in Stockholm, Sweden. The address of 
the head office is Drottninggatan 29, PO Box 603, SE-101 32 Stockholm. 

The Annual Report has been approved by the Board of Directors for 
publication on 8 April 2019 and will be presented to the Annual General 
Meeting for approval on 13 May 2019.

NOTE 1 ACCOUNTING POLICIES
All amounts in millions SEK. 

Basis for preparation of the Report
The consolidated accounts were prepared in accordance with Inter-
national Financial Reporting Standards (IFRS) and interpretations 
issued by the International Financial Reporting Interpretations 
 Committee (IFRIC) valid 31 December 2018 and endorsed by the 
European Commission for application within the European Union (EU). 
Recommen dation RFR 1 Supplementary Accounting Rules for Groups, 
issued by the  Swedish Financial Reporting Board, was also applied. For 
disclosure about new standards and amendments applied as from Jan-
uary 1, 2018, see subheading, “Changes in accounting policies.” The 
comparison year has not been restated in relation to the adoption of 
IFRS 9 “Financial instruments” and IFRS 15, “Revenue from Contracts 
with Customers”. Restate is attributed to the retroactive adjustments 
made in relation to the adoption of IFRS 9 and 15, measured and pre-
sented as required by IFRS. 

The Annual Report was prepared taking into account historical acquisi-
tion values except for financial instruments that are valued at fair value 
or amortised cost.

Assets and liabilities are classified as current assets or current liabili-
ties when settled within twelve months from closing day. Cash and cash 
equivalents are reported as current assets. Other assets are reported as 
non-current assets and other liabilities as non-current liabilities.

Preparing reports in compliance with IFRS requires the use of some 
important estimates for accounting purposes. In addition, management 
must make certain assessments when applying the Group’s account-
ing policies. Those areas entailing a high degree of assessment, that 
are complex or that are areas in which assumptions and estimates are 
 material to the consolidated accounts are specified under “Accounting 
judgements and critical estimates and assessments” in this Note.

Reporting in the parent company
The parent company prepared its annual report as per the Swedish 
Annual Accounts Act and Recommendation RFR 2 issued by the Swedish 
Financial Reporting Board. Consequently, in its annual report for the legal 
entity, the parent company applies all IFRS’s and interpretations endorsed 
by the EU as far as possible within the framework of the Annual Accounts 
Act and with due regard to the connection between accounting and 
 taxation. The parent company and the Group apply the same accounting 
policies, as described in this Note. When the parent company’s accounting 
policy deviates from the Group’s, it is described below:

Anticipated dividends
Anticipated dividends from subsidiaries are recognised if the parent 
company has the sole right to determine the size of the dividend and 
the parent company has determined this before publishing its financial  
statements.

Group and shareholders’ contributions
Group and shareholder contributions are recognised in accordance with 
RFR 2 Accounting for Legal Entities. Group contributions received by the 
parent company from a subsidiary are recognised as dividends. Group 
contributions made by the parent company to a subsidiary are recog-
nised as a financial expense. Group contributions made are normally a 
tax-deductible expense, and Group contributions received are normally 
taxable income. Shareholders’ contributions paid are recognised by the 

parent company as an increase in “Participations in Group companies”. 
Impairment testing of the shares is required in such cases, particularly  
if the contribution is intended to cover a loss. This test adheres to 
 normal rules for measuring the asset’s value. Shareholders’ contribu-
tions received are recognised by the recipient in non-restricted equity. 
However, if the shareholders’ contribution has been paid in conjunction 
with a new share issue and the contribution constitutes a prerequisite 
for the shares being fully subscribed at an advantageously low price, the 
contribution shall be allocated to the share premium reserve.

Untaxed reserves
The parent company recognises untaxed reserves in the form of 
 accelerated depreciation of tangible assets. Because of the relationship 
between accounting and taxation, the deferred tax on untaxed reserves 
is recognised as part of the untaxed reserves.

Holdings in Group companies
The parent company reports all holdings in Group companies at acquisi-
tion value after deductions for any accumulated write-downs.

Joint venture and associated companies
Joint ventures and associated companies are accounted for in accord-
ance with the accrued acquisition value.

Leasing as a lessee and lessor
The parent company classifies all leases as operating leases.

Financial instruments
With regard to the connection between accounting and taxation IFRS 
9 is not applied in the parent company, and financial instruments are 
reported at acquisition cost. Convertible bonds are recognised in the 
parent company at amortised cost.

Share-based incentive program
The share-based incentive program is reported in accordance with IFRS 2.  
When applying RFR 2 there are no relevant exceptions to IFRS 2. Conse-
quently, for participants employed by the parent company, personnel 
expense is reported as an employee benefits expense with the corre-
sponding entry in equity, which is similar to the accounting policy for 
the Group. For employees in subsidiaries to which the parent company 
has the obligation to deliver any vested shares, the personnel expense 
is instead reported as an increase in shares in relevant subsidiaries. The 
corresponding entry is the same as for own employees, in equity.  

Consolidated accounts
The consolidated accounts comprise the parent Company Recipharm 
AB and those companies in which Recipharm AB at year-end directly or 
indirectly controlled more than 50 percent of the total voting rights or 
in some other way had a controlling influence. The consolidated annual 
accounts were prepared in compliance with IFRS 10 on consolidated 
accounts and using acquisition accounting. A subsidiary is included in the 
consolidated accounts from the date on which the controlling influence is 
transferred to the Group until the date on which the controlling influence 
ceases.

The cost of an acquisition consists of the fair value of the assets pro-
vided as consideration, equity instruments issued and liabilities incurred 
and assumed at the date of transfer. The surplus, consisting of the dif-
ference between the acquisition cost and the fair value of the Group’s 
interest in acquired identifiable net assets, is recognised as goodwill. 
If the acquisition cost is less than the fair value of the net assets of the 
subsidiary acquired, the difference is recognised directly in the income 
statement. Costs associated with acquisitions are recognised in the 
period in which they arise.

A joint venture is a joint arrangement whereby the parties that have 
joint control have rights to the net assets of the arrangement. An associ-
ated company is a company in which the owner company has a signifi-
cant influence, meaning a direct or indirect holding of at least 20 per 
cent of the votes. Holdings in joint ventures and associated  companies 
are recognised using the equity method. The respective holding is 
 initially recognised at cost. Subsequently, the carrying amount of the 
investment is increased or decreased with the Group’s share of the 
arrangement’s or associated company’s results after the acquisition 
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date. The Group’s share of the results from joint ventures and associ-
ated companies is included in the consolidated operating result.

All intra-group transactions, that is, income, expenses, receivables, lia-
bilities and unrealised gains, as well as Group contributions, have been 
eliminated. Where necessary, the accounting policies of a subsidiary 
have been adjusted to ensure consistent reporting within the Group.

Segment reporting
Operating segments are reported in a way that matches the internal 
reporting submitted to the highest executive decision-maker. The high-
est executive decision-maker is the function responsible for allocating 
resources and assessing the results of the operating segments. In this 
context, the Group has identified the Group’s CEO and Group manage-
ment as the highest executive decision-maker. The segments are 
 Manufacturing Solids & Others, Manufacturing Steriles & Inhalations, 
Development & Technology and Other. The manufacturing segments 
essentially consist of contract manufacturing of pharmaceuticals. The 
Development & Technology segment provides services to pharmaceuti-
cal companies in the drug development phase for new pharmaceuticals. 
Each operating company is placed in one of the aforementioned segments 
based on type of business. Net sales, earnings and assets are totaled 
based on type of business. Liabilities are not allocated by segment. In the 
segment reporting IFRS is the prevailing accounting standard. 

Translation of foreign currencies
Functional currency and reporting currency
Items included in the financial reports for the different units in the 
Group are measured in the currency used in the business environment 
in which each company primarily operates (functional currency). The 
Swedish krona (SEK) is used in the consolidated accounts as well as in 
the parent company’s accounts. SEK is the parent company’s functional 
and reporting currency.

Transactions and balance items
Transactions in foreign currency are translated into the functional 
 currency at the exchange rates prevailing on the transaction date. 
 Foreign exchange gains and losses resulting from the payment of such 
transactions or in the translation of monetary assets and liabilities in 
foreign currencies at the closing rate of exchange are recognised in the 
income statement.

Group companies
The earnings and financial position of foreign subsidiaries that have a 
different functional currency are translated into the Group’s reporting 
currency as follows.

i)    assets, liabilities and equity are converted to the closing rate.

ii)    revenues and expenses are converted to the average exchange rate, 
and

iii)   all exchange rate differences that occur are to be reported as a   
separate part of in other comprehensive  income.

Tangible fixed assets
Property, plant and equipment are recognised at acquisition cost, less 
accumulated depreciation during the estimated useful life, and less any 
impairment losses. Straight-line depreciation applies to all property, 
plant and equipment as follows.

Land and buildings 25–40 years 
Leasehold improvements 8–20 years 
Machinery and equipment 3–15 years

The residual value and useful life of assets are tested at the end of each 
reporting period and adjusted as necessary.

An asset’s carrying amount is restated at its recoverable amount if the 
asset’s carrying amount exceeds its assessed recoverable amount. 
Gains and losses on the disposal of property, plant and equipment are 
determined by comparing the proceeds of the disposals with the carry-
ing amounts and are recognised in the income statement.

Borrowing costs directly attributable to the purchase, design or pro-
duction of an asset that takes a considerable amount of time to com-
plete for use or sale are capitalised as part of the acquisition cost of the 
asset. At the end of the reporting period, the capitalised borrowing costs 
amounted to SEK 0.0 million (0.1).

Intangible assets
Intangible assets are recognised at acquisition cost, less accumulated 
amortisation during the estimated useful life, and less any impairment 
losses. Straight-line amortisation applies to all intangible assets from 
the time the asset is put into service as follows.

Product rights 8–20 years  
Customer contracts 2–15 years 
Patents and other intellectual property rights 5–15 years

For corporate brands, the economic life is assessed as indefinite. Any 
indication of impairment results in an assessment of the asset’s carrying 
amount. If an asset’s carrying amount exceeds its estimated recovera-
ble amount, the asset is written-down at its recoverable amount. Gains 
and losses on the disposal of intangible assets are determined by com-
paring the proceeds of the disposal and the carrying amounts and are 
recognised in the income statement.

Development costs
Development of own product rights is carried out by the Group’s produc-
tion companies and development companies on behalf of the subsidiary 
RPH Pharmaceuticals AB. Expenditure for development activities is capi-
talised as an intangible asset if it is probable that they will lead to future 
economic benefits, and impairment are made on an ongoing basis. If the 
accumulated expenditure is not considered to give economic benefits, 
the project is interrupted and the sum is expensed directly.

Goodwill
Goodwill is the amount by which the acquisition value exceeds the fair 
value of the Group’s portion of the acquired subsidiary’s identifiable net 
assets at the time of acquisition. Goodwill on the acquisition of subsidi-
aries is recognised as an intangible asset. Goodwill is tested annually 
in order to identify any impairment requirements and is recognised 
at acquisition value reduced by accumulated impairment. Impairment 
recognised on goodwill is never reversed. Profit or loss following the 
disposal of a unit includes the residual carrying amount of the goodwill 
related to the unit. Goodwill is allocated to cash-generating units when 
testing for impairment.

This allocation takes place between the cash-generating entities or 
groups of cash-generating entities, determined according to the Group’s 
operating segments that are expected to benefit from the business 
 combination in which the goodwill item arose.

Financial instruments
Financial instruments recognised on the balance sheet include, on the 
assets side, cash and cash equivalents, financial receivables, accounts 
receivable and loan receivables. The liabilities side includes accounts 
payable and borrowings.

Recognition in and derecognition from the statement of financial position
A financial asset or financial liability is recognised in the statement of 
financial position when the company becomes party to the contractual 
conditions of the instrument. An account receivable is recognised in the 
statement of financial position when the invoice has been sent. A lia-
bility is recognised when the counterparty has performed a service or 
supplied a product and there is a contractual obligation to pay, even if 
the invoice has not yet been received. Accounts payable are recognised 
when the invoice is received.

A financial asset is removed from the statement of financial position 
when the rights in the contract are realised, expire or the company loses 
control of them. The same applies to components of a financial asset. 
A financial liability is removed from the statement of financial position 
when the commitment in the contract has been fulfilled or is otherwise 
extinguished. The same applies to components of a financial liability.

A financial asset and a financial liability are only offset and recognised 
at a net amount in the statement of financial position when a legal right 
allows the amounts to be to offset and there is an intention to settle the 
items with a net amount or simultaneously realise the asset and settle 
the liability.

Acquisitions and disposals of financial assets are recognised at the 
transaction date, which is the date on which the company undertakes to 
acquire or dispose of the asset.
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Classification and measurement
Financial assets and liabilities are classified in different categories for 
subsequent recognition and measurement as per the principles that 
apply to each category. The instruments are categorised based on the 
Group’s business model for managing the asset and the asset’s contrac-
tual cash flow characteristics. Management determines the category of 
each instrument upon initial recognition.

Financial assets measured at amortised cost
Consist of accounts receivable, other current receivables, endowment 
assurance, deposits, other non-current receivables and cash and cash 
equivalents. The majority of the Group’s financial instruments refer to 
accounts receivable attributable to deliveries of goods. Accounts receiv-
able are recognised initially at fair value and subsequently at amortised 
cost less provisions for impairment, if any. An accounts receivable is 
recognised on the balance sheet when the invoice has been sent. A provi-
sion is made for impairment of accounts receivable based upon expected 
credit losses for the remaining terms. The size of profit-taking equals the 
difference between the asset’s carrying amount and its estimated fair 
value.

Endowment assurance is attributable to a defined benefit pension plan, 
but is recognised on gross basis as a financial asset as it doesn’t meet 
the criteria for a plan asset for pensions. 

Cash and cash equivalents include cash and investments in securities 
with maturities shorter than three months and minimal value risk as well 
as bank balances, excluding the unutilised portion of the Group’s bank 
overdraft facility. The utilised portion of the bank overdraft facility is 
recognised on the balance sheet among current liabilities.

Financial assets measured at fair value through other 
comprehensive income
Consist of non-current investment in listed shares in operations related 
to the Group. The shares are measured at fair value with profit or loss 
from the revaluation reported as other comprehensive income.

Financial liabilities measured at amortised cost
Consist of liabilities to credit institutions, convertible bonds, accounts 
payable and other current liabilities. 

Liabilities to credit institutions consist of loans from credit institutions 
allocated to non-current and current part. Non-current liabilities relate 
to liabilities with due dates more than 12 months from closing date and 
current liabilities relate to liabilities due within 12 months from closing 
date. Loans from credit institutions are measured at acquisition cost 
net of transaction cost. Thereafter loans from credit institutions are 
measured at amortised cost. Any difference between the (net) amount 
received and the replacement value is recognised in the income state-
ment distributed over the period of the loan, using the effective interest 
method. This is calculated so that a constant effective interest rate is 
achieved throughout the period of the loan.

Convertible bonds are recognised in the Group in accordance with IAS 
32, as a liability component (net of transaction costs) and an equity 
component. The liability component earns interest at a market rate 
according to the effective interest method, which is recognised in the 
income statement.

Accounts payable are recognised initially at their nominal amounts and 
subsequently at amortised cost, which is normally regarded as equiva-
lent to the nominal amounts because their maturity is usually short. 
Accounts payable are recognised when the invoice is received.

Financial liabilities measured at fair value through profit and loss
Consist of a derivative in a subsidiary signed in order to minimise the 
risks linked to a lease for the associated production facility. The deriva-
tive is measured at fair value with the effect from revaluation reported 
in profit and loss as a financial income or expense. 

Financial assets and liabilities held for trading as well as those that were 
initially assigned by management to the category measured at fair value 
through profit or loss. A financial asset or liability is classified as held-
for-trading if it is:

• acquired mainly for the purpose of being sold or repurchased in the 
short term,

• included in a portfolio of identified financial instruments managed 
together and for which there is a recent pattern of short-term prof-
it-taking or

• a derivative classified as held-for-trading except when used for hedge 
accounting.

Assets in this category are measured on an ongoing basis at fair value 
with changes in value recognised in the income statement.

Other investments held as non-current assets
Other investments held as non-current assets include endowment insur-
ance, investments in shares and convertible bonds as well as depos-
its. Profit or loss from revaluation is reported as other comprehensive 
income.

Cash and cash equivalents and investments in securities
Cash and cash equivalents include cash and investments in securities 
with maturities shorter than three months and minimal value risk as well 
as bank balances, excluding the unutilised portion of the Group’s bank 
overdraft facility. “Investments in securities” refers to other investments 
maturing in less than one year. Cash, cash equivalents and investments 
in securities are measured at fair value, and changes in value are recog-
nised in the income statement. The utilised portion of the bank overdraft 
facility is recognised on the balance sheet among current liabilities.

Accounts payable
Accounts payable are recognised initially at their nominal amounts and 
subsequently at amortised cost, which is normally regarded as equiv-
alent to the nominal amounts because their maturity is usually short. 
Accounts payable are recognised when the invoice is received.

Current liabilities to credit institutions
Current liabilities to credit institutions consist of the current part of 
non-current loans from credit institutions. 

Other financial liabilities
Financial liabilities are recognised initially at accrued value, net after 
transaction costs. Borrowings are measured subsequently at amortised 
cost. Any difference between the (net) amount received and the replace-
ment value is recognised in the income statement distributed over the 
period of the loan, using the effective interest method. This is calculated 
so that a constant effective interest rate is achieved throughout the 
period of the loan.

Inventories
Inventories are recognised at the lower of acquisition cost and net real-
isable value. The acquisition cost is determined as a weighted aver-
age value of the products acquired. The acquisition cost consists of raw 
materials, direct labor, shipping and other direct costs as well as indirect 
production costs. Net realisable value is the estimated selling price, less 
applicable variable selling costs.

Equity
Equity is allocated to various classes such as share capital, other paid-in 
capital, reserves and balanced profits, including earnings for the year. 
The change in equity can refer in part to all the income and expenses 
for the year, that is, transactions that have increased or reduced equity 
through the statement of comprehensive income. Transaction costs that 
may be directly attributed to issues of new shares or options are recog-
nised net after tax in shareholders’ equity as a deduction from the issue 
proceeds.

Employee benefits
Short-term employee benefits
Short-term benefits to employees are posted in the period in which they 
are earned.

Remuneration after termination of employment
The parent company and the Swedish subsidiaries primarily have 
defined-contribution occupational pension plans. The parent company 
has a defined-benefit pension solution, but it is not significant to the 
amount. The foreign subsidiaries in Germany, France, Italy and India 
have defined-benefit pension plans.

Defined contribution plans
Pension plans in which a company’s commitments are limited to the fees 
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the company has undertaken to pay are classified as defined-contribu-
tion plans. In such cases, the size of an employee’s pension depends on 
the fees the company has paid into the pension plan or to an insurance 
company and the capital return on those fees. Consequently the employee 
bears the actuarial risk and investment risk. The company’s commitments 
concerning fees paid to defined-contribution plans are recognised as a 
cost in the income statement at the same rate as they are earned by the 
employees performing services for the company during a period.

Defined benefit plans
The Group’s net commitments for defined-benefit plans are calculated 
separately for each plan by estimating the future benefit that each 
employee has earned through employment both in the current period 
and previous periods; this benefit is discounted to its present value. The 
discount rate is the market interest rate on first-class corporate bonds 
with a maturity corresponding to the Group’s pension commitments. The 
calculation is performed by a qualified actuary using the projected unit 
credit method. In addition, the fair value of any plan assets is calculated 
as of the end of the reporting period. When establishing the current 
value of the obligation and the fair value of plan assets, actuarial profits 
and losses may arise. These arise either as a result of the actual out-
come deviating from previously made assumptions or by those assump-
tions changing. Actuarial profits and losses that occur during the calcu-
lation of the Group’s obligations for various plans are recognised in other 
comprehensive income during the period in which they occur. The car-
rying amounts of pensions and similar commitments recognised on the 
balance sheet correspond to the present value of those commitments 
at the end of the reporting period, less deductions for the fair value of 
any plan assets. If the calculation results in a net asset for the Group, 
the carrying amount of the asset is limited to the net present value of 
future refunds from the plan or reduced future contributions to the plan. 
When the payments in a plan improve, the proportion of the increased 
payments attributable to the service of employees during previous peri-
ods is recognised as a staff cost in the income statement distributed on 
a straight-line basis over the average period until the payments are fully 
earned. If the payments are fully earned, a cost is recognised immedi-
ately. Net interest calculated on management assets and pension lia-
bilities is recognised as a financial cost or revenue.

Salaried employees are covered by the ITP plan which is collective-based 
and encompasses employers in a variety of industries. Under the ITP 
plan, newly employed salaried employees are offered a premium-based 
solution (ITP 1) negotiated by the Confederation of Swedish  Enterprise 
and the Swedish Federation of Salaried Employees in Industry and 
 Services (PTK). Those already employed retain the older ITP plan  
(ITP 2). The pension in the ITP 2 plan is a defined-benefit obligation 
secured via insurance with Alecta.

Termination benefits
Termination benefits are paid when an employee is given notice before 
the normal retirement date or when an employee voluntarily resigns in 
exchange for such benefits. The Group recognises severance pay when 
demonstrably committed either to giving employees notice based on a 
formal plan with no possibility of reversal or to paying termination bene-
fits as a result of an offer made to encourage voluntary resignations.

Provisions
Provisions are recognised when the Group has or can be regarded 
as having a commitment as a result of past events and it is probable 
that payments will be required to fulfil the commitment. An additional 
 prerequisite is that the amount to be paid can be estimated reliably. The 
amount recognised as a provision is the best estimate of the expendi-
ture required to settle the present obligation at the end of each report-
ing period. Provisions are measured at present value, when material. 
Restructuring provisions are recognised when the Group has adopted 
a detailed formal plan for the restructuring and has either started the 
implementation of the plan or communicated its main features to those 
affected by the restructuring. Provisions for onerous contracts are 
 recognised when it is probable that the costs for fulfilling the contract 
with a customer are higher than the expected economic benefit. 

Contingent liabilities
A contingent liability is recognised whenever there is a possible obliga-
tion arising from past events and whose existence is confirmed only by 
one or more uncertain future events, or there is an obligation not recog-

nized as a liability or provision because it is not clear that resources will 
be disbursed.

Revenue recognition
IFRS 15, “Revenue from Contracts with Customers” is a principle-based 
model of recognising revenue from customer contracts. It has a five-
step model that requires revenue to be recognised when control over 
goods and services is transferred to the customer.

Revenue in the Group arises from sales of goods and services, with 
 customers principally consisting of international pharmaceutical com-
panies. Revenue includes the fair value of goods and services sold 
 excluding value-added tax and discounts and, in the Group, after elimi-
nation of intercompany sales. Most service sales are made to customers 
to whom Recipharm also sells goods. Revenue is recognised as follows:

Sale of goods
The majority of Recipharms contracts with customers relates to  contract 
manufacturing of pharmaceutical products with no additional services, 
where revenue is recognised in conjunction with delivery when the risk 
and ownership are transferred to the buyer. This means after internal 
analysis, approval and delivery from inventory. In some cases, agree-
ments contain an agreement that Recipharm shall be  responsible for 
the freight. This cost is borne by Recipharm and then invoiced to the 
 customer. Revenue is recognised for manufacturing contracts, for which 
the control of the assets during the entire manufacturing process is 
held by the customer and where the value of the assets increases as 
Recipharm processes the product. For these contracts the revenue is 
reported similarly as for sales of services, that is over time, as the asset 
value is enhanced. Judgment are applied when determining the appro-
priate revenue milestones that best reflect the progress of completion.

Sale of services
Sales of services are performed both on an ongoing basis and at a fixed 
price. For projects on an ongoing basis, revenue is reported based on 
time spent. For projects at a fixed price, an assessment is made of the 
time spent and the degree of completion. An anticpated loss on a service 
assignment is reported immediatley as a cost.

Other revenue
Other revenue consists of exchange rate differences that occur during 
the revaluation of operative assets and liabilities, and reduced profits 
from the sale of fixed assets.

Interest income
Interest is recognised as revenue using the effective interest method.

Dividend income
Dividend income is recognised when the right to receive payment is 
established.

Tax
Total tax consists of current tax and deferred tax. Taxes are  recognised 
in the income statement except when the underlying transaction is 
recognised in other comprehensive income, whereby the related tax 
effect is recognised in other comprehensive income. Current tax is tax 
to be paid or refunded for the current year. Adjustments to current tax 
attributable to prior periods also belong here. Deferred tax is calculated 
using the balance sheet method starting with the temporary differences 
between the recognised and taxable values of assets and liabilities. The 
amounts are computed based on how the temporary differences are 
expected to be evened out, while applying the tax rates and tax rules 
in effect or announced at the end of the reporting period. Deferred tax 
assets in deductible temporary differences and tax loss carry-forwards 
are recognised only to the extent it is likely that they will lead to reduced 
tax payments in the future.

Leasing as lessee
Financial leases, that largely transfer to the company all risks and 
 benefits regarding the leased asset that are associated with ownership, 
are recognised as an asset in the consolidated balance sheet starting 
from the date the agreement is entered into. The asset is then measured 
at the object’s fair value or at the present value of the minimum lease 
payments for the lease term, whichever is lower. Transfers of lease pay-
ments are divided into financial costs and reductions (amortisation) of 
the financial liability in such a way as to achieve a constant interest rate 
on the stated liability. The financial costs are charged to income. Assets 

Notes
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associated with financial leases are depreciated over the estimated 
 useful life or the duration of the lease, whichever is shorter.

Leasing contracts in which all risks and benefits associated with ownership 
essentially accrue to the lessor are classified as operating leases. Fees for 
operating leases are recognised as costs in the income  statement and dis-
tributed on a straight-line basis over the term of the contract.

Share-based payments
Since 2014 Recipharm has, on an annual basis, invited its employees to 
participate in five different share-based incentive programs under which 
employees use their own money to acquire shares at market price. Each 
of these programs has a three-year term and the program participants 
receive one saving share for each share acquired. Senior executives also 
receive performance shares based on outcomes compared with result 
targets. The cost of the fair value of the assets on allotment date is dis-
tributed over the vesting period and is recognised as employee benefits 
expense against equity. The fair value of the share is the market price 
on the allotment date adjusted for the discounted value of future share 
dividends that are not paid to the employee. At every reporting period, 
 Recipharm reviews its assessment of the number of shares that are 
expected to be vested based on non-market-related vesting conditions. 
When the original estimates are changed, Recipharm recognises the 
change in profit or loss with the corresponding adjustment in equity. In 
addition, the Group establishes provisions for the social security con-
tributions that are expected to be paid. These are expensed in profit 
or loss over the vesting period. The provisions are regularly tested to 
ensure that they correspond to the fair value of the shares on the bal-
ance-sheet date

Dividend
The dividend to Parent Company shareholders is recognised as a liabil-
ity in the consolidated balance sheet in the period when the dividend is 
approved by Parent Company shareholders.

Earnings per share
Earnings per share is calculated as Profit for the year attributable to 
Parent Company shareholders divided by average number of shares for 
the period. When calculating earnings per share after dilution the aver-
age number of shares is adjusted with total number of potential shares, 
and profit for the year attributable to Parent Company shareholders is 
adjusted with interest expenses attributable to potential shares.

Cash flow statements
Cash flow statements are prepared using the indirect method. Recognised 
cash flow comprises transactions that include disbursements and receipts. 
In addition to cash and bank balances, cash and cash equivalents consists 
of current investments in securities that, on the one hand, are exposed to 
an insignificant risk of changes in value and, on the other:

• are traded on an open market for known amounts, and

• have an original term of less than three months.

Accounting judgements  and  critical estimates  and  assess-
ments In preparing the annual accounts
The Board of Directors and Company management makes accounting 
estimates and assumptions that affect the carrying amounts at the end of 
the reporting period of assets and liabilities as well as of contingent liabil-
ities. Recognised revenues and costs are also affected by these estimates 
and assessments. Accounting estimates and assessments are evaluated 
on an ongoing basis, based on past experience and other factors, includ-
ing expectations of future events deemed reasonable under prevailing 
circumstances. Actual outcomes may deviate from these accounting esti-
mates. Company management and the Board have discussed the devel-
opment, choices and disclosures regarding the Group’s critical accounting 
policies and estimates.

Critical judgements in applying the Group’s accounting policies
Acquisitions
In connection with acquisitions, Recipharm makes an assessment of 
whether the acquisition is to be regarded as a business combination, as 
defined in IFRS 3 Business Combinations, or an acquisition of an asset. In 
a business combination all identifiable assets and liabilities are accounted 
for at fair value. Differences between the acquisition cost and the fair 
value of the identifiable assets and liabilities will be recognised as good-
will. When a transaction is defined as the acquisition of an asset, indi-

vidual assets and associated liabilities are identified and recognised. The 
purchase price is allocated to the individual assets and liabilities based on 
their respective fair values as of the acquisition date. The acquisition of an 
asset does not give rise to goodwill.

Critical estimates and assessments
Impairment test of goodwill, customer contracts and corporate brands
Every year, the Group conducts an impairment test of goodwill, customer 
contracts and corporate brands in accordance with the description in Note 
18. The recoverable amount for cash-generating units has been agreed 
based on their utility value. In order to estimate utility value, certain esti-
mates and assessments have been carried out.

Product rights
Valuation of product rights includes certain assumptions. These assump-
tions are in respect of expected future sales revenues, costs and margins 
for each product. The assumptions also include the discount rate and the 
lifespan of products. The depreciation periods used by the Recipharm 
Group for product rights are between 8 and 20 years. As of 31  December 
2018, the value of the Group’s product rights amounted to SEK 278.7 
 million (295.0).

Deferred tax
In the preparation of the financial statements Recipharm estimates 
income tax for each of the taxing jurisdictions in which Recipharm oper-
ates, as well as any deferred taxes based on temporary differences. 
Deferred tax assets which primarily relate to tax loss carry-forwards and 
temporary differences are recognised if future taxable income is expected 
to allow for the recovery of those tax assets. Further information regard-
ing tax is outlined in Note 15. 

Defined benefit plans
Provisions and costs for defined-benefit pension plans depend on 
assumptions made in conjunction with actuarial calculations. Actuarial 
assumptions include assessments of and assumptions for the discount 
rate, expected yield on plan assets, expected development for inflation, 
salary increases, employee turnover, fatalities, etc. The discount rate is 
the market interest rate on first-class corporate bonds with a maturity 
corresponding to the Group’s pension commitments. Expected yield on 
management assets is based on historical yield on non-current assets. 
Inflation assumptions are based on analyses of external market data. The 
salary increase assumptions are based on anticipated salary increase 
trends. Employee turnover is based on historical figures for employee 
turnover within each subsidiary. Mortality assumptions are based on 
 official statistics. The Group’s defined benefit pension plans come from 
subsidiaries in Germany, France, Italy and India. Further information 
regarding defined benefit pension plans is outlined in Note 33.

Provisions
Provisions for restructuring include an assessment of the costs of 
restructu ring measures, including rental costs for the remaining part of 
the rental period, increase of employee benefit expense due to termi-
nation of an of an estimated number of services at an assessed average 
cost as well as estimated additional expenses for hired temporary staff. 
Provisions for onerous contracts include an assessment of the quantities 
produced and the related costs in order to fulfil each respective onerous 
contract. Provisions for severance pay include estimates of the number of 
employees and the length of time over which severance pay will be paid. 

New standards and interpretations
Changes in accounting policies 
Two new IFRS standards are effective as from January 1, 2018, IFRS 
9, “Financial instruments” and IFRS 15, “Revenue from Customer 
 Contracts.” The following table illustrates the impact of the implemen-
tation of IFRS 9 and IFRS 15 on equity and other balance sheet items at 
the transition date of January 1, 2018.

IFRS 9 Financial instruments
This standard refers to the recognition of financial assets and liabilities 
and replaces IAS 39 Financial Instruments: Recognition and Meas-
urement. Similar to IAS 39, financial assets are classified into various 
 categories, of which some are measured at amortised cost and others 
at fair value. IFRS 9 introduces categories other than those in IAS 39. 
Under IFRS 9, financial instruments are recognised on the basis of their 
contractual cash flows and the business model under which they are 
held. IFRS 9 also adds a new expected loss impairment model for finan-
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cial assets. The aim of the new model is to recognise a credit loss earlier 
than under IAS 39. For financial liabilities, IFRS 9 largely corresponds to 
IAS 39. Changed criteria for hedge accounting could lead to more finan-
cial hedging strategies meeting the requirements for hedge accounting 
under IFRS 9 than under IAS 39. IFRS 9 Financial Instruments applies 
from 1 January 2018 and the standard is applied by the Group and the 
Parent Company.

Recipharm has analysed the effects of introducing the new standard. The 
new policies for financial asset classification and measurement are based 
on an analysis of the business model in which the asset is held and the 
cash-flow characteristics of the asset. The analysis shows that the new 
policies will not have any material effect on Recipharm’s financial state-
ments. All financial assets that are currently measured at fair value are 
expected to continue being measured at fair value. The Group assesses 
that loans and accounts receivable will also continue to meet the 
 criteria for measurement at amortised cost. The Group has applied the 
 simplified approach for recognising expected credit losses for accounts 
receivable. This means that the expected credit loss for the remaining 
term to  maturity will be taken into account. The conclusion is that the 
provision at 1 January 2018 will increase SEK 0.9 million, with the effect 
that deferred tax liability will decrease SEK 0.3 million.

Effect on equity at 1 January 2018 from applying IFRS 9

SEKm

Accounts receivable -0.9

Deferred tax liability -0.3

Net effect on Equity (Retained earnings) -0.6

Recipharm has applied IFRS 9 retrospectively. This means that the 
cumulative change in the transition to IFRS 9 has been recognised in 
retained earnings at 1 January 2018 and that comparative figures will 
not be restated. The year’s impact on expected credit losses for the 
remaining maturity of accounts receivable amounted to SEK -0.8  million, 
of which the effect that deferred tax liability decreases by SEK 0.2 
 million and the profit for the year was affected by SEK -0.6 million.                                                               

Effect on equity at 31 January 2018 from applying IFRS 9

SEKm

Accounts receivable -1.7

Deferred tax liability -0.5

Net effect on Equity (Retained earnings) -1.2

IFRS 15 Revenue from Contracts with Customers
This standard supersedes all previously issued standards and interpreta-
tions that address revenue with a single model for revenue recognition. 
The standard is based on the principle that revenue should be recog-
nised when promised goods or services are transferred to customers, 
meaning when control is passed to the customer, either over time or 
at a point in time. The revenue reflects the consideration to which the 
 company expects to be entitled in exchange for those goods or services.

IFRS 15 becomes effective for annual periods beginning on or after  
1 January 2018. The standard, including changes from 2016, has been 
applied retrospectively with the overall effect of an adjustment of the 
opening retained earnings at 1 January 2018. 

Most of Recipharm’s contracts with customers pertain to the manu-
facture of pharmaceuticals with no associated services, for which the 
revenue is recognised when the goods are delivered, and when risk and 
ownership are also transferred to the buyer. The means after internal 
analysis approval and delivery from inventories. The Group also has 
a smaller number of short-term contracts for development services 
or laboratory services that are recognised during the period in which 
they are performed. These services will not be impacted by the transi-
tion to IFRS 15. In one of the markets, manufacturing contracts exist 
for which control of the assets is held by the customer throughout the 
entire  manufacturing process, and the value of the assets increases as 
 Recipharm processes the product. For these contracts, the  conclusion 
is that the revenue under IFRS 15 should be recognised over time, 
 entailing slightly earlier recognition compared with current accounting 
policies.

This change essentially has no material effect on either revenue or oper-
ating profit. The expected effects of the transition to IFRS 15 are sum-
marised and explained below.

Effect on equity at 1 January 2018 from applying IFRS 15

SEKm

Inventories -25.3

Accounts receivable 30.2

Deferred tax liability 1.7

Net effect on Equity (Retained earnings) 3.2

Recipharm has applied the standard retroactively to all contracts not 
completed by 1 January 2018. This means that the cumulative change in 
the transition to IFRS 15 has been recognised in retained earnings at  
1 January 2018 and that comparative figures has not been restated.

Effect on equity at 31 December 2018 from applying IFRS 15

SEKm

Inventories -14.4

Accounts receivable 15.2

Deferred tax liability 0.2

Net effect on Equity (Retained earnings) 0.5

In 2018, this had an effect of SEK 0.8 million, of which deferred tax 
decreased by SEK 0.2 million and the profit for the year affected by SEK 
0.5 million.

IFRSs that have not yet entered into force or been approved by 
the EU and that have not been adopted early by the Group.
A number of new or amended IFRSs have not yet entered into force and 
have not been adopted early for the preparation of the financial state-
ments for the Group and the parent company. The IFRSs that may affect 
the Group’s and the parent company’s financial statements are described 
below. No other new standards, amended standards or IFRIC interpreta-
tions that had been published as at 31 December 2018 are expected to 
have an effect on the Group’s and the parent company’s financial state-
ments.

The following new standards, amendments and revisions to  existing 
standards had been published by the balance-sheet date of 31  December 
2018.

• IFRS 16 Lease agreements

• IFRIC 23 Uncertainty over Income Tax Treatments

IFRS 16 Leasing 
The standard will supersede IAS 17 and the related interpretations  
IFRIC 4, SIC-15 and SIC-27 from 1 January 2019. Under the new 
 standard,  lessees must recognise the obligation to make lease payments 
as a lease liability in the balance sheet. The right to use underlying asset 
during the lease term is recognised as asset. Depreciation of the asset 
is  recognised in profit or loss,as it interest on the lease liability. Lease 
payments made are recognised partly as payments of interest, partly 
as amortisation of the lease liability. The standard includes voluntary 
exemptions for leases with term of 12 months or less, and where the 
underlying asset has a low value. 

The parent company will apply the exemption in RFR 2 regarding leases. 
The parent company’s accounting policies for leases will subsequently 
remain unchanged.

Accounting for lessees
The standard requires assets and liabilities arising all leases, with same 
exceptions, to be recognised on the balance sheet. This model reflects 
that, at start of a lease, the lessee always obtains the right to use an 
asset for a period of time and has an obligation to pay for that right. 
The main types of assets leased by the Company are, in the order of 
 materialty, real estate, plant and machinery, vehicles and equipment.

Accounting for lessors The accounting for lessors will be based on the 
same classification as of an operating or finance lease under IAS 17.  

Notes
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This means that if the Company, as a lessor, substantially retains the 
ownership rights and obligations of the asset then the lease is classified 
as an operating lease. On the contrary, the lease is classified as a finance 
lease if the ownership rights and obligations of the asset are transferred 
to the lessee. This application only applies to the parent company.

Impact at transition
The standard is effective for annual periods beginning on or after 
 January 1, 2019. The Company will apply the practical expedient under 
IFRS 16 to not reassess whether a contract is, or contains, a lease. 
Therefore, the Company will apply the standard to contracts previ-
ously identified as leases or as containing a lease a lease under IAS 17 
and IFRIC 4. The Company will elect to implement the standard using 
the cumulative catch-up method. There will be no restated information 
 presented for previous years. 

At transition, the Company, as a lessee, will recognise lease liability for 
leases previously classified as operating leases. The weighted average 
incremental borrowing rate to be applied to lease liabilities at the transi-
tion date is estiated to 4,3%. Right-of-use assets will for most contracts 
be recognised based on the amount equal to the related lease liability.

A reclassification will be made in the income statement, where the 
 operating leasing cost that was previously included in operating profit as 
operating expenses is now instead reported as depreciation and financial 
expenses in net financial items. The timing of the cash flows will not be 
impacted. The reported amortisation of lease liabilities will, however, be 
reported as from effective date as financing cash flows and not operat-
ing cash flows as prior to 2019. The impact of this reclassification is in 
2019 estimated to be SEK 90 million. The minimum lease payments for 

operating lease contracts at December 31, 2018, was SEK 348 million. 
This amount was reduced by the impact of discounting of SEK 31 million, 
the low-value lease agreements of SEK -0.7 million and the short-term 
 contracts of SEK 4 million. There are no advance payments, resulting in 
an estimated lease liability of SEK 312 million for January 1, 2019.

Opening balance sheet impact of IFRS 16 (discounted)

SEKm

”Right of Use” - assets 312

Lease liabilities, current -85

Lease liabilities, non-current -227

Estimated profit and loss impact of IFRS 16 during 2019 (discounted)

SEKm

Operating expense decreases -90

Depreciation increases  84

Impact of discounting increases 11

Deferred tax decreases -1

Net profit decreases -4

IFRIC 23 Uncertainty over Income Tax Treatments
This pronouncement clarifies the accounting for uncertainties over 
income tax treatments. IFRIC 23, effective date January 1, 2019, is 
 estimated to not have a material impact on the Company’s financial 
statements.

NOT 2 NET SALES
Distribution of net sales

GROUP 2018 2017

Pharmaceutical manufacturing 5,396.6 4,260.0

Product sales 667.0 580.8

Service sales 311.7 491.0

SEKm 6,373.7 5,331.9

Disaggregation of revenue Jan - Dec 2018

REVENUE RECOGNITION MFG-SI MFG-SO D&T
Disc.  

Operations Total

Pharmaceutical manufacturing Revenue recognised at point in time 2,502.2 2,596.8 229.9 5,328.9

Pharmaceutical manufacturing Revenue recognised over time 67.7 67.7

Product sales Revenue recognised at point in time 667.0 667.0

Total sales of products 2,502.2 2,664.5 667.0 229.9 6,063.6

Service sales Revenue recognised over time 17.4 49.0 245.3 311.7

Total sales of services 17.4 49.0 245.3 311.7

Total net sales 2,519.6 2,712.7 912.2 229.9 6,373.7

For pharmaceutical manufacturing and product sales invoices are 
issued after internal quality approval, in connection with the risk being 
 transferred to the customer. Terms of delivery vary, in some cases the 
customer is responsible for the freight, meaning the risk is transferred at 
the time when the goods is made available for shipment, in other cases 
Recipharm is responsible for the freight, meaning the risk is  transferred 
at the time when the goods has reached its destination. Invoices for 
services are issued at the time the service has been provided and a 
report is sent to the customer, or in accordance with milestones agreed 
in advance with the customer. Guarantees towards the customers could 
vary from contract to contract, however most commonly this relates 
to a repayment or providing new products. In most cases customer 
complaints should be received within ten working days from receipt of 
product of service, but longer periods occur. Provision for sales returns 
is calculated based upon knowledge of historic outcome and amounts to 

SEK 0.8 million (-). Recipharm only accepts creditworthy counterparts 
in financial transactions and, when needed, uses a system for  managing 
overdue invoices. Long-term contracts and customers’ dependence 
on their CDMO suppliers are important factors that reduce credit risk. 
 Recipharm has many financially solid customers and few credit losses. 
Payment terms for issued invoices vary from 1 to 3 months. The pro-
vision for expected credit losses is calculated initially based on historic 
data, meaning the actual share of of accounts receivable -per interval  
of due dates - that resulted in confirmed losses. To this is added a 
 percentage corresponding to our expectations of future credit losses. 
Structured by interval, the following percentages have been applied 
(within brackets); invoices overdue 1-30 days (0.25%), 31-60 days 
(0.50%), 61-90 days (1.00%) and invoices overdue more than 91 days 
(2.25%). At year-end the total provision for expected credit losses 
amount to SEK 1.7 million.
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Related party transactions

Group Parent Company

SEKm TYPE OF SERVICE 2018 2017 2018 2017

Operating income

B&E Participation AB Administrative services – 0.2 – 0.2

Empros Pharma AB Development services 0.1 1.3 – –

Pharmanest AB Development services 2.6 3.7 – –

Inject Pharma AB Development services 2.9 2.1 – –

SVS Portugal Development services 0.2 0.2 – –

Operating expenses

SVS Portugal Development services 3.1 2.7 – –

Accounts receivable

Empros Pharma AB Development services – 0.4 – –

Accounts payable

SVS Portugal Development services 0.9 1.2 – –

Purchase and sales within the Group  

PARENT COMPANY, SEKm 2018 2017

Sales to Group companies 127.2 115.5

Purchases from Group companies -36.0 -34.2

“Sales to Group companies” mainly consist of services from Group 
 functions and development services in conjunction with customer 
 projects.

NOTE 3 RELATED PARTY TRANSACTIONS
Group and parent company

RELATED COMPANY RELATED PARTY RELATIONSHIP

B&E Participation AB Indirect majority owners  
Lars Backsell and Thomas Eldered. 

Empros Pharma AB Indirect majority owner Thomas Eldered.

Inject Pharma AB Joint venture,  
member of the board Carl-Johan Spak

Pharmanest AB Associated company,  
member of the board Carl-Johan Spak

SVS Portugal Joint venture

Operating agreements with related parties
2018
During the year Recipharm Pharmaceutical Development AB and 
 Recipharm Pessac SAS have provided development services to Empros 
Pharma AB.

During the year Recipharm Pharmaceutical Development AB has 
 provided development services to Pharmanest AB and Inject Pharma AB.

During the year Recipharm Karlskoga AB has provided development 
 services to Pharmanest AB.

During the year Lusomedicamenta S.A has provided development 
 services to SVS Portugal and purchased development services from  
SVS Portugal.

Notes

CONTRACT ASSETS AND CONTRACT LIABILITIES 2018 2017

GROUP

Contract assets 10.1 10.6

Contract liabilities 9.7 5.2

0.4 5.4

Revenue from commitment in previous year 0.7 1.1

Contract assets and contract liabilities are part of segment D&T and 
regard services such as clinical studies and evaluation of product 
 formulations. Income is recognised continously, both for cost plus 
 contract and at fixed price based on the degree of completion of mile-
stones. Income is generated from a large number of orders with lower 
values. There are no customer guarantees related to the contract assets 
and contract liabilities. The same accounting principle is used during the 
year for evaluating the level of completion. No contract balances have 
been impaired during the year.
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SEKm

2018

MFG-SI MFG-SO D&T
Others &  

Eliminations Total
Discontinuing 

operations

Non- 
recurring 

items Total

External sales 2,519.7 2,712.7 912.2 -0.8 6,143.8 229.9 6,373.7

Internal sales 36.4 71.3 22.8 -140.6 -10.1 10.1

Operating profit before depreciation 
and amortisation 496.8 390.4 204.3 -98.9 992.6 -5.3 -1.3 986.1

Depreciation and amortisation -270.2 -197.5 -81.2 -10.3 -559.2 -559.2

Impairment -3.0 -3.0 -18.7 -21.7

Operating profit/loss 226.6 192.9 120.1 -109.2 430.5 -5.3 -20.0 405.2

Goodwill 1,347.3 679.3 571.7 2,598.4 2,598.4

Non-current assets 4,289.7 2,821.3 1,619.9 353.7 9,084.5 8.6 9,093.2

Total assets 5,815.5 4,531.1 2,174.2 -175.7 12,345.1 370.8 12,715.9

Capital expenditure 140.7 145.0 43.6 145.3 474.6 0.0 474.6

SEKm

2017

MFG-SL MFG-SO D&T
Others &  

Eliminations Total
Discontinuing  

operations

Non- 
recurring 

items Total

External sales 2,095.6 2,140.1 853.0  5,088.7 243.2  5,331.9

Internal sales 30.1 82.1 20.9 -148.3 -15.2 15.2   

Operating profit before depreciation 
and amortisation 390.8 251.0 191.7 -82.1 751.4 -21.8 -205.3 524.3

Depreciation and amortisation -226.0 -174.0 -82.9 -3.6 -486.5 -7.6  -494.1

Impairment -2.4 -1.9  -4.3  -34.6 -39.0

Operating profit/loss 164.8 74.6 106.8 -85.7 260.6 -29.5 -239.9 -8.7

Goodwill 1,278.1 661.7 546.6  2,486.4   2,486.4

Non-current assets 2,606.4 2,130.7 1,585.0 2,169.3 8,491.4 13.8  8,505.2

Total assets 4,028.8 3,411.1 2,184.1 1,775.9 11,399.9 331.1  11,731.0

Capital expenditure 270.7 159.0 51.3 117.9 598.9   598.9

NOTE 4 SEGMENT REPORTING 
For control purposes Recipharm is separated into three segments: 
 Manufacturing Steriles & Inhalation (MFG-SI), Manufacturing Solids 
and Others (MFG-SO) and Development and Technology (D&T).  The 
 business segment MFG-SI includes manufacturing of products on behalf 
of  pharmaceutical companies and covers sterile and inhalation technolo-
gies including liquid vials and ampoules, lyophilisates, blow-fill-seal 
products and inhalation. The business segment has changed name in 
2018. The business segment MFG-SO includes manufacturing of  products 
on behalf of pharmaceutical companies and covers tablets, capsules, 

semi-solids and non-sterile liquids. The business segment D&T provides 
 pharmaceutical development services. It also includes patents, tech-
nologies and product rights and sales of own products  through distribu-
tors. Discontinued operations and non-recurring items are reported sepa-
rately. The segment reporting is based on the structure the management 
follow the business.  Transactions between segments are based on same 
conditions as for external customers. During the year Recipharm has had 
one customer for which net sales is more than 10 per cent of the Group’s 
net sales. Net sales to this customer is reported in segment MFG-SI and is 
SEK 648 million for 2018.

Net sales and fixed assets, geographical area

Group Parent company

Net sales Non-current assets Net sales

2018 2017 2018 2017 2018 2017

Sweden 1,432.5 1,456.9 1,546.7 1,398.7 63.1 63.1

Italy 1,241.9 1,079.1 1,935.3 1,927.4 17.9 14.6

France 1,074.8 975.0 788.8 765.0 17.4 15.4

India 702.8 617.9 2,394.2 2,412.1 4.4 4.9

Spain 634.3 220.8 160.8 142.1 7.5 3.3

Portugal 574.0 530.8 953.5 1,004.0 6.6 6.1

Germany 435.4 334.8 768.9 785.2 5.7 7.0

Other 278.0 116.5 544.8 70.6 4.5 4.2

SEKm 6,373.7 5,331.9 9,093.2 8,505.2 127.2 118.6
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NOTE 5 BUSINESS COMBINATIONS
Sanofi Holmes Chapel
On June 13 2018 Recipharm announced the signing of the agreement to 
acquire Sanofi Holmes Chapel, a successful CMO-business with several 
clients. The acquisition was completed on October 1 2018.

The acquisition of Sanofi's manufacturing centre and business located 
in Holmes Chapel provides Recipharm with a solid platform to take 
 further advantage of the growing respiratory drug market. It also adds 
additional inhalation commercial drug product manufacturing capabili-
ties, complementing services already offered by Recipharm's inhalation 
development facility in the US.

The purchase price was SEK 446.8 million and was paid in cash. 
 Transaction costs amount to SEK 14.8 million. The consolidated state-
ment of profit and loss for the period includes net sales of SEK 169.9 
 million and EBITDA of SEK 50.9 million attributable to Holmes Chapel. 

As a part of the acquistion an additional consideration will be paid for the 
inventories. This will be paid in full during 2019. The additional consid-
eration for inventories has an estimated fair value of SEK 114.8 million, 
based on discounted future payments. Discount rate used is 10.0 per 
cent, based on WARA-analysis (weighted average return on assets). 
Supplementary considerations may be made in 2020 and 2021, subject 
to superior development of the business. The earn-out consideration is 
measured at fair value, calculated based on the best estimate of future 
sales of Sanofi products, and amounts to SEK 22.8 million. The company 
is also guaranteed a refund to secure a certain profit margin. The refund 

is measured at fair value and amounts to SEK 31.8 million. The  earn-out 
consideration and the refund are calculated with a discount rate of 
13.8 per cent based on a WARA-analysis. Recipharm's net sales for the 
year, calculated as if the company was acquired at the beginning of the 
 financial year, would have been SEK 6,904 million and operating profit 
SEK 484 million. The business is carried out in the entity Recipharm  
HC Ltd. 

Assets and Liabilities in the acquired company were: 1)

SEKm
Carrying 
amount

Fair value 
adjustment 2)

Fair value
in the 
Group

Intangible assets - 129.3 129.3

Property, plant and equipment 323.2 323.2

Provisions 5.7 5.7

Net identifiable assets and 
liabilities 317.5 129.3 446.8

Purchase consideration 446.8

1)  The purchase price allocation has not been finalized and consequently the fair 
value adjustment presented above is preliminary. The purchase of inventory 
and related liability is not included in the table.

2)  Fair value adjustment consist of goodwill of SEK 49 million and customer 
 relations of SEK 80 million. The recognised value of goodwill represents the 
 combined value of synergies, employee competence and experience. 
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NOTE 6 INFORMATION ABOUT SUBSIDIARIES
The consolidated financial statements of Recipharm Group include: 

NAME PRINCIPAL ACTIVITIES

% equity interest

2018-12-31 2017-12-31

Sweden
Recipharm Höganäs AB Manufacturing 100% 100%
Recipharm Karlskoga AB Manufacturing 100% 100%
Recipharm Karlskoga Fastighets AB Manufacturing 100% 100%
Recipharm OT Chemistry AB Development services 100% 100%
Recipharm Pharmaceutical Development AB Development services 100% 100%
Recipharm Stockholm AB Manufacturing 100% 100%
Recipharm Strängnäs AB Manufacturing 100% 100%
Recipharm Strängnäs Fastighets AB Manufacturing 100% 100%
Recipharm Uppsala AB Manufacturing 100% 100%
Recipharm Venture Fund AB Development services 100% 100%
RPH Iberia AB Holding company 100% 100%
RPH Pharmaceuticals AB IP 100% 100%

France
Kaysersberg Pharmaceuticals S.A.S. Manufacturing 100% 100%
Recipharm Fontaine S.A.S. Manufacturing 100% 100%
Recipharm Monts S.A.S. Manufacturing 100% 100%
Recipharm Participations S.A.S. Manufacturing 100% 100%
Recipharm Pessac S.A.S. Development services 100% 100%

Germany
Recipharm Verwaltungs GmbH Manufacturing 100% 100%
Wasserburger Arzneimittelwerk GmbH Manufacturing 100% 100%

Great Britain
Recipharm HC Ltd Manufacturing 100% –
Recipharm Holdings Ltd Holding company 100% 100%
Recipharm Ltd Manufacturing 100% 100%
Recipharm Properties Ltd Manufacturing 100% 100%
Recipharm Pharma Ltd IP 100% –

India
Nitin Lifesciences Ltd Manufacturing 100% 74%
Recipharm Holding India Private Ltd Holding company 100% 100%

Recipharm Lifesciences India Private Ltd Holding company 100% 100%
Recipharm Pharmaservices Private Ltd Manufacturing 100% 100%

Israel
Recipharm Israel Ltd Development services 85% 85%

Italy
Biologici Italia Laboratories S.r.l. Manufacturing 100% 100%
Edmond Pharma S.r.l. IP 100% 100%
LIO Immobiliare S.r.l. Manufacturing 100% 100%
Liosintex S.r.l. Manufacturing 100% 100%
Mitim S.r.l. Manufacturing 100% 100%
Pharmnew S.r.l Holding company 100% 100%
Recipharm Italia S.p.A. Manufacturing 100% 100%

the Netherlands

Recipharm Participation B.V. Holding company 100% 100%

Portugal
Davi II Farmacêutica S.A. IP 100% 100%
Lusomedicamenta S.A. Manufacturing 100% 100%

Spain
Recipharm Parets SL Manufacturing 100% 100%
Recipharm Leganés S.L.U. Manufacturing 100% 100%

Switzerland
Recipharm AG (dormant) Development services 100% 100%

USA
Recipharm (Americas) Inc. Holding company 100% 100%
Recipharm Inc. IP 100% 100%

Recipharm Laboratories Inc. Development services 100% 100%
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Entity with significant influence over the Group
Flerie Creations AB holds 15.8% of the shares and 38.7% of the votes in 
Recipharm AB (publ), Cajelo Invest Ltd holds 11.3% of the shares and 
37.2% of the votes in Recipharm AB (publ). 

Associate
Pharmanest AB
Pharmanest is pharmaceutical company specialised in developing 
 products for local pain relief in obstetrics and gynecology. The  company 
is based in Stockholm (Sweden). The Group has a 17.5% interest in 
 Pharmanest AB (17.5%) but holds a board position and thereby a 
 significant influence. As of December 31 December, Recipharm ś interest 
amounted to SEK 5.2 million (5.2) and its share of the associated  
companý s results for the year amounted to SEK +0.0 million (0.5).

Joint venture in which Recipharm Group is a joint venturer
SVS Portugal
SVS Portugal (Sociedade de services de engenharia de  industria 
 famaceutica LDA) offers pharmaceutical technical services, for 
instance validation services, as well as other services such as repara-
tion of  pharmaceutical equipment. The company is situated in Lisbon 
 (Portugal). Recipharm Group has a 50% interest in SVS Portugal (2017 
50%).  Recipharm ś interest in SVS Portugal in 2018 amounted to SEK 
2.8  million (3.5) and its share in the companý s results for the year 
amounted to SEK 1.0 million (0.9).

Inject Pharma AB
Inject Pharma AB performs research and development within pharma-
ceuticals. The company is based in Nacka (Sweden). Recipharm has a 
50% interest in Inject Pharma AB (2017 50%). Recipharm ś interest in 
Inject Pharma AB in 2018 amounted to SEK 12.2 million (12.3) and its 
share in the companý s results for the year amounted to SEK -0.4 million 
(-0.3).

No additional information is provided regarding these associated 
 companies and joint ventures since they aren't significant for the  
reporting company. 

NOTE 7 OTHER OPERATING INCOME

GROUP 2018 2017

Capitalised work for own account 4.6 7.7

Foreign exchange gains on operating  
receivables and liabilities 27.9 12.1

Capital gains on sale of intangible assets  
and property, plant and equipment 96.3 0.7

Insurance compensation 2.2 3.9

Reversal of bad debt – 2.9

Reinvoicing of expenses, packaging  
and scrap material 77.7 48.4

Received refund of previously  
paid expenses 12.1 5.9

Additional purchase consideration 6.7 –

Royalties 23.2 57.1

Investment grants 1.0 1.5

Discounts – -0.1

Compliance gains – 0.6

Rental income 0.1 0.1

Reversed provisions 2.5 1.5

Contributions 0.8 1.6

Contribution to R&D projects 1.0 3.1

Share of result in joint venture SVS Portugal 2.5 1.4

Other income 26.0 34.3

SEKm 284.6 182.7

PARENT COMPANY 2018 2017

Capitalised work for own account 2.4 2.4

Foreign exchange gains on operating  
receivables and liabilities 4.6 2.9

Other income 1.7 1.5

SEKm 8.7 6.8

NOTE 8 RAW MATERIALS AND CONSUMABLES 

GROUP 2018 2017

Purchase cost for used inventory 1,794.8 1,614.1

Write-down on inventory 72.1 76.9

Reversed write-down on inventory -27.5 -30.6

 SEKm 1,839.4 1,660.4
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NOTE 9 OTHER EXTERNAL COSTS

GROUP 2018 2017

Costs of premises 78.6 131.5

Property costs 54.9 50.0

Rental fixed assets 26.1 19.5

Energy costs 166.3 128.5

Expendable equipment and  
consumable supplies 217.7 173.3

Repairs and maintenance 203.9 155.9

Transport costs 26.2 23.4

Travel costs 28.3 25.0

Advertising and PR 18.4 20.2

Royalty 6.4 17.4

Other costs of sales 4.0 6.7

Office costs 27.3 21.1

Corporate insurance and other costs of risk 19.1 14.7

Administration costs 43.2 30.2

Temporary staff 161.9 187.8

Consultant fees 274.9 229.2

Service fees 17.4 17.7

Other costs 145.7 98.2

SEKm 1,520.3 1,350.3

PARENT COMPANY 2018 2017

Costs of premises 6.9 6.8

Property costs 0.4 0.3

Expendable equipment and  
consumable supplies 3.4 4.9

Repairs and maintenance 0.3 0.3

Travel costs 8.1 7.2

Advertising and PR 7.1 7.9

Royalty – 0.7

Other costs of sales 0.3 0.3

Office costs 2.2 2.3

Corporate insurance and other costs of risk 5.9 4.2

Administration costs 6.4 4.7

Temporary staff 6.2 3.3

Consultant fees 25.1 21.3

Service fees 0.5 0.4

Other services 32.9 30.9

Other costs 14.7 13.2

SEKm 120.4 108.8

Lease payments attributable to operating leases (SEKm)

GROUP, SEKm 2018 2017

Leasing costs for the financial year 104.7 90.9

Estimated payments within 1 year 94.1 93.5

Estimated payments within 2-5 years 226.1 193.1

Estimated payments after 5 years 27.9 68.7

PARENT COMPANY, SEKM 2018 2017

Leasing costs for the financial year 4.9 1.5

Estimated payments within 1 year 3.7 0.9

Estimated payments within 2-5 years 6.3 0.7

Estimated payments after 5 years – –

Operating leases mainly relate to rented factory and office premises. 
No significant new leases have been entered into during the year. The 
Group has no assets that are sublet.     
     

Fees and remuneration to auditors 

GROUP 2018 2017

Ernst & Young

Audit engagement 9.0 7.0

Audit business outside the audit engagement 0.4 0.2

Tax consulting 0.2 1.6

Other services 1.5 0.6

11.1 9.4

Other statutory auditors

Audit engagement 0.9 1.7

SEKm 0.9 1.7

PARENT COMPANY 2018 2017

Ernst & Young

Audit engagement 3.4 2.5

Audit business outside the audit engagement 0.2 –

Tax consulting – 0.1

Other services – 0.3

SEKm 3.6 2.9

“Audit engagement” refers to the statutory audit, that is, work neces-
sary to produce the auditors’ report, as well as audit advice provided in 
connection with the audit engagement.
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NOTE 10 PERSONNEL
GROUP
Average number of employees 
Calculation based on hours of attendance paid in relation to normal 
working hours.

2018 2017

Sweden
Women 425 435
Men 375 385
Total 800 820

France
Women 412 383
Men 380 359
Total 792 742

Germany
Women 201 180
Men 129 117
Total 331 297

Great Britain
Women 115 63
Men 131 70
Total 246 133

India
Women 171 189
Men 1,307 1,308
Total 1,478 1,497

Israel
Women 7 6
Men 5 6
Total 12 12

Italy
Women 285 264
Men 240 236
Total 525 500

Portugal
Women 126 105
Men 117 105
Total 243 210

Spain
Women 179 161
Men 172 165
Total 351 326

USA
Women 24 19
Men 21 19
Total 45 38

Total
Women 1,945 1,805
Men 2,877 2,770
Total average number of employees 4,822 4,575
 

PARENT COMPANY
Average number of employees
Calculation based on hours of attendance paid in relation to normal 
working hours.

2018 2017

Sweden

Women 32 28

Men 32 32

Total 64 60

Senior management

GROUP 2018 2017

Members of the Board, including CEO 9 9

of whom women 3 3

Other members of senior management 20 31

of whom women 6 5

PARENT COMPANY 2018 2017

Members of the Board, including CEO 9 9

of which women 3 3

Other members of senior management 9 11

of which women – –

Salaries, other remunerations and social security contributions

GROUP 2018 2017

Board of Directors, CEO and Senior Mana-
gement

Salaries 73.8 51.3

Variable remuneration 11.4 7.9

Pension expenses 9.6 6.7

SEKm 94.8 65.8

Other employees

Salaries and remuneration 1,468.6 1,269.5

Pension expenses 88.0 77.4

SEKm 1,556.6 1,347.0

Social security contributions 448.2 391.1

Other employee benefits expense 134.1 107.9

Total Board of Directors, CEO and  
other employees 2,233.6 1,911.8

Of which remuneration to the Board and mem-
ber of senior management, reported as Other 
external costs 4.8 2.3

No variable remuneration is paid to members of the Board or the 
Group's CEO. Other senior executives are generally entitled to an annual 
bonus of up to 40 per cent of the base salary, based on the outcome of 
financial targets and achievement of individual goals. The company and 
CEO have a mutual period of notice of six months. In the case of ter-
mination by the company, no severance pay is payable. The company 
and other senior executives have a mutual period of notice of four to six 
months. In case of termination by the company, other senior executives 
could be entitled to a severance pay of up to six months salary. 
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HOLDINGS OF SHARES, THOUSAND 2018 2017

Chairman, indirect via Cajelo Invest Ltd 7,651.9 7,651.9

Other members of the board 73.6 92.7

CEO, indirect via Flerie Participation AB 10,681.9 12,241.0

Other management staff 101.7 151.9

SEKm 18,509.0 20,137.5

PARENT COMPANY 2018 2017

CEO

Salary Thomas Eldered 3.4 3.2

Variable remuneration – –

Pension expenses 1.2 0.4

SEKm 4.6 3.7

Chairman of the Board

Fixed remuneration Lars Backsell 0.5 0.5

Variable remuneration – –

Pension expenses – –

SEKm 0.5 0.5

Other members of the Board

Anders G Carlberg 0.3 0.2

Tony Sandell – 0.2

Marianne Dicander Alexandersson 0.2 0.2

Carlos von Bonhorst 0.2 0.2

Helena Levander 0.3 0.2

Wenche Rolfsen 0.2 0.2

SEKm 1.2 1.3

Total Board of Directors and CEO

Salaries and remuneration 5.2 5.0

Pension expenses 1.2 0.4

SEKm 6.3 5.5

Senior management (9)

Salaries and remuneration 21.6 16.4

Variable remuneration 3.1 0.1

Pension expenses 4.7 4.1

SEKm 29.4 20.6

Other employees

Salaries and remuneration 34.8 31.8

Pension expenses 9.2 8.7

SEKm 44.0 40.5

Social security contributions 18.6 15.9

Tax on pension expenses 3.5 3.2

Other employee benefits expense 9.8 9.7

Total Board of Directors, CEO and other 
employees 111.5 95.4

Of which remuneration to the Board and mem-
ber of senior management, reported as Other 
external costs 4.8 2.3

The company has no pension commitments to the Board of Directors.

NOTE 11  DEPRECIATION, AMORTISATION AND  
IMPAIRMENT OF PROPERTY, PLANT,  
EQUIPMENT AND INTANGIBLE ASSETS 

GROUP 2018 2017

Product rights 30.6 27.9

Customer relations 212.2 201.1

Software 16.9 14.8

Investment in progress, intangible assets 3.1 -2.0

Buildings and land improvements 65.2 -2.5

Leasehold improvements -4.1 6.7

Plant and machinery 213.1 181.8

Equipment, tools, fixtures and fittings 40.4 32.6

Construction in progress 3.4 2.5

SEKm 580.8 533.1

The amounts above include impairment of buildings and land improve-
ments of 2.2 (-), impairment of plant and machinery of 4.7 (25.0), as 
well as impairment of leasehold improvements of - (5.2). Also included 
is reversal of impairment of leasehold improvements of -5.2 (-), reversal 
of impairment of buildings and land improvements of - (-1.7), as well as 
reversal of impairment of equipment, tools, fixtures and fittings of - (-1.3).  

PARENT COMPANY 2018 2017

Software 4.7 6.8

Plant and machinery 10.0 –

Equipment, tools, fixtures and fittings – 1.3

SEKm 14.7 8.1

NOTE 12 OTHER OPERATING EXPENSES

GROUP 2018 2017

Exchange losses on receivables and  
liabilities in operations 16.5 25.2

Loss on sale of property, plant and equipment 1.7 0.2

Excise duties 41.0 39.5

Other operating expenses 24.1 4.8

SEKm 83.3 69.7

PARENT COMPANY 2018 2017

Exchange losses on operating receivables and 
liabilities in operations 3.4 3.3

SEKm 3.4 3.3

NOTE 13  INTEREST INCOME AND SIMILAR REVENUES

GROUP 2018 2017

Interest income, external 2.9 5.5

Exchange rate differences 2.8 15.6

Gains from disposal of financial assets 17.4 3.3

Other financial income 0.4 1.5

SEKm 23.5 26.0

PARENT COMPANY 2018 2017

Interest income, external 0.5 0.1

Interest income affiliates 86.9 67.7

Exchange rate differences 102.3 70.0

Group contribution, received 287.1 161.3

SEKm 476.8 299.1

Group contributions were received from RPH Pharmaceuticals AB, Reci-
pharm Uppsala AB, Recipharm Karlskoga AB, Recipharm Venture Fund AB, 
Recipharm Höganäs AB, Recipharm Strängnäs Fastighets AB, Recipharm 
Strängnäs AB, RPH Iberia AB and Recipharm Karlskoga Fastighets AB. 
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NOTE 14  INTEREST EXPENSES AND SIMILAR COSTS

GROUP 2018 2017

Interest expenses, external 138.6 109.8

Other financial expenses 22.9 28.0

Exchange rate differences 9.6 1.0

Write-down financial asset 28.8 –

SEKm 199.9 138.7

PARENT COMPANY 2018 2017

Interest expense, external 119.9 92.8

Other financial expenses 22.6 27.8

Exchange rate differences 108.7 57.4

Group contribution, paid -77.6 251.7

SEKm 328.8 429.7

Interest expense affiliates 0.3 0.1

Group contributions were paid to Recipharm Stockholm AB, Recipharm 
Pharmaceutical Development AB, and Recipharm OT Chemistry AB. 
Write-down was made of an investment in a US pharmaceutical tech-
nology company. 

NOTE 15 TAX ON PROFIT FOR THE YEAR 

GROUP, SEKm 2018 2017

Current tax in profit for the year -157.6 -136.8

Adjustment for tax attributable to prior years 1.5 8.5

Total current tax -156.1 -128.4

Deferred tax on temporary differences recognised 87.1 89.7

Total deferred tax 87.1 89.7

Total tax expense recognised -69.0 -38.6

Deferred tax recognised in other comprehensive income 1.1 -6.9

Reconciliation of total effective tax

Net profit before tax 22.0% 228.9 22.0% -121.4

Tax at the rate valid for the Parent Company -50.4 26.7

Effect of different tax rates in foreign subsidiaries -21.2 -16.8

Tax effect of non-deductible expenses -46.2 -1.8

Tax effect on non-taxable income 10.4 8.4

Increase in tax loss carry-forwards without capitalisation as deferred tax asset -8.5 -62.1

Utilisation of loss carry-forwards previously not capitalised 49.0 0.3

Tax attributable to prior years -10.7 5.6

Effect of changes in tax rates or tax regulations 8.5 1.0

Total effective tax 30.1% -69.0 31.8% -38.6

PARENT COMPANY, SEKm 2018 2017

Current tax in profit for the year – –

Adjustment for tax attributable to prior years – 0.5

Total current tax – 0.5

Deferred tax on temporary differences recognised -1.6 –

Total deferred tax -1.6 –

Total tax expense recognised -1.6 0.5

Reconciliation of total effective tax

Net profit before tax 22.0% -80.3 -248.6

Tax at the rate valid for the Parent company 17.7 22.00% 54.7

Tax effect of non-deductible expenses -45.5 -24.3

Tax effect on non-taxable income 18.8 18.4

Tax attributable to prior years – –

Increase in tax loss carry-forwards without capitalisation of deferred tax asset  – -48.3

Utilisation of loss carry-forwards previously not capitalised 7.5 –

Total effective tax 22.0% -1.6 0.2% 0.5
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Deferred tax

GROUP, SEKm 2018-12-31 2017-12-31

Specification to deferred tax as-
sets/-liabilities

Tangible fixed assets 10.1 18.1

Taxable deficit 6.1 10.3

Accounts receivable 6.7 1.7

Inventories 3.8 4.4

Pension liabilities 49.2 47.5

Accrued expenses 8.2 9.0

Total deferred tax assets 84.0 91.0

Tangible fixed assets -117.9 -106.4

Customer contracts -639.3 -715.0

Product rights -63.9 -55.0

Financial assets -7.0 -6.6

Untaxed reserves -21.2 -26.4

Interest-bearing liabilities -7.5 -10.0

Pension liability – -0.9

Total deferred tax liabilities -856.9 -920.5

Deferred tax assets/-liabilities, net -772.9 -829.5

CHANGES OF DEFERRED TAX IN TEMPORARY 
DIFFERENCES AND TAX DEFICIT 2018 2017

Opening balance -829.5 -709.4

Recorded within net profit for the period 87.1 89.7

Allocated directly to equity 1.1 -6.9

Acquisition of subsidiaries – -200.5

Adjusted purchase price allocation -20.8 3.9

Translation differences -10.8 -6.4

Closing balance -772.9 -829.5

Tax losses for which no deferred tax asset is reported amount to  
SEK 42.0 million (230.6). There are no due date for the current tax 
losses in the Group.

NOTE 16 EARNINGS PER SHARE
Before dilution
Earings per share before dilution is calculated by dividing the profit 
attributable to parent company shareholders with a weighted average 
number of ordinary shares outstanding during the period.

2018 2017

Profit attributable to parent company  
shareholders before dilution (SEK thousand) 159,380 -170,492

Weighed average number of ordinary  
shares outstanding (thousand) 65,714 63,218

Earings per share before dilution  
(SEK thousand) 2.43 -2.70

After dilution
To calculate earnings per share after dilution, the weighed average  
number of ordinary shares outstanding is adjusted for the dilution  
effect of all potential ordinary shares.

2018 2017

Profit attributable to parent company  
shareholders (SEK thousand) 159,380 69,408

Earings effect, potential shares  
(SEK thousand) 40,230 40,774

Profit attributable to parent company  
shareholders after dilution (SEK thousand) 199,610 110,182

Weighed average number of ordinary  
shares outstanding (thousand) 65,714 63,218

Potential shares (attributable to convertible 
bond and share-based incentive program) 2,459 1,358

Weighed average number of ordinary  
shares for calculating earnings per share 
after dilution (thousand) 68,173 64,576

Earings per share after dilution  
(SEK thousand) 2.43 -2.70

NOTE 17 PRODUCT RIGHTS

GROUP, SEKm 2018-12-31 2017-12-31

Opening acquisition cost 452.4 446.4

Purchases 3.1 1.5

Adjusted purchase price allocation – 7.6

Reclassifications 4.4 –

Sales/ Disposals -1.5 –

Translation differences 12.0 -3.1

Closing accumulated acquisition cost 470.4 452.4

Opening amortisation according to plan -157.5 -125.1

Amortisation for the year according to plan -30.6 -29.9

Sales/ Disposals 0.7 –

Translation differences -4.3 -2.5

Closing accumulated amortisation -191.7 -157.5

Carrying amount 278.7 295.0

PARENT COMPANY, SEKm 2018-12-31 2017-12-31

Opening acquisition cost 0.2 0.2

Closing accumulated acquisition cost 0.2 0.2

Opening amortisation according to plan -0.2 -0.2

Closing accumulated amortisation -0.2 -0.2

Carrying amount – –
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NOTE 18 GOODWILL, CUSTOMER RELATIONS  
AND CORPORATE BRANDS
Goodwill 
Goodwill has arisen in conjunction with the following acquisitions; 
 Wasserburg in 2010 (Germany), Corvette and Lusomedicamenta in 2014 
(Italy and Portugal), OnTarget Chemistry AB in 2015 (Sweden), Mitim 
Srl, Nitin Lifesciences and Kemwell in 2016 (Italy, India and Sweden) in 
2016, Kemwell India in 2017 and Holmes Chapel in 2018 (Great Britain). 

In addition there are intangible assets with unspecified amortisation 
 periods in the form of corporate brands, which arose in 2014 in con-
junction with the acquisition of Corvette (Italy) and Lusomedicamenta 
(Portugal). Otherwise, the Group has no intangible assets that are not 
systematically amortised.

Goodwill Corporate Brands

GROUP, SEKm 2018-12-31 2017-12-31 2018-12-31 2017-12-31

Opening acquisition cost 2,486.4 2,063.9 125.1 121.5

Acquired in connection with business combinations 50.0 450.6 – –

Adjustment of purchase price allocation 20.8 -7.4 – –

Translation difference 41.2 -20.8 5.4 3.6

Closing accumulated acquisition cost 2,598.4 2,486.4 130.5 125.1

Carrying amount 2,598.4 2,486.4 130.5 125.1

Impairment testing of Goodwill and Corporate Brands

Goodwill Corporate Brands

GOODWILL AND CORPORATE BRANDS PER SEGMENT 2018-12-31 2017-12-31 2018-12-31 2017-12-31

Manufacturing Services Steriles & Inhalation 1,347.3 1,278.1 – –

Manufacturing Services Solids & Others 679.3 661.6 47.3 45.3

Development and Technology 571.7 546.6 83.2 79.8

SEKm 2,598.4 2,486.4 130.5 125.1

Impairment testing consists of comparing the carrying amount before 
test with a recoverable amount that is calculated by determine the value 
in use based on financial forecasts. The financial forecasts are based on 
budgets for coming years adopted by Group management and the Board 
of Directors. For subsequent years (up to the fifth year), the  person 
responsible for the particular business prepares financial forecasts that 
are approved by the CEO. An estimated growth rate for the  markets 
is used for subsequent years. In conjunction with these forecasts, the 
 person responsible for the business also assesses how the  market 
is developing. The financial forecasts serve as a foundation for cash 
flow forecasts, which are discounted using a discount rate before tax. 
The latter consists of a weighted average return on equity and cost of 
loans. The return on equity is based on a riskfree interest rate (10-year 
 government bonds in EUR or SEK) plus a risk premium. The cost of the 
loan consists of an estimated interest-margin based on the parent com-
paný s borrowings and conditions in the credit market

2018 2017

MS-SI MS-SO D&T MS-SL MS-SO D&T

Discount rate, % 8.2 8.2 8.2 8.3 8.3 8.3

Growth rate after  
5 years, % 3.0 1.5 3.0 3.0 1.5 3.0

The Group carried out is annual impairment test during the forth quarter 
2018. The cash generating unit consists of the three segments respec-
tively which report goodwill. In general, management sees continued 
stable development and a healthy growth rate for all segments. The dis-
count rate before tax is estimated at 8.2 per cent (8.3) and the annual 
growth rate after five years is estimated at 3 per cent (3) per annum for 
the segments Steriles & Inhalation and D&T, and 1.5 per cent (1.5) for 
Solids & Others. As a result of this test, Group management found no 
need for impairment as the value in use is equal to or higher than the 
carrying amount. A sensitivity analysis was also performed, in which  
the discount rate was increased by one percentage point, the gross 
 margin was decreased by one percentage point and the growth rate  
was decreased by one percentage point. This caused no change in the 
conclusion. 

Customer relations

GROUP, SEKm 2018-12-31 2017-12-31

Opening acquisition cost 2,923.4 2,416.8

Acquired in connection with  
business combinations 79.3 504.9

Adjustment of purchase price allocation – -2.4

Translation difference 59.4 4.1

Closing accumulated acquisition cost 3,062.0 2,923.4

Opening amortisation according to plan -562.6 -357.4

Amortisation for the year according to plan -212.2 -201.1

Adjustment of purchase price allocation – 5.1

Translation difference -18.8 -9.3

Closing accumulated amortisation -793.6 -562.6

Carrying amount 2,268.4 2,360.7
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NOTE 19 SOFTWARE

GROUP, SEKm 2018-12-31 2017-12-31

Opening acquisition cost 110.4 89.2

Purchases 2.7 4.2

Acquired in connection with business combi-
nations – 1.8

Reclassifications 1.9 21.2

Sales/ Disposals – -8.7

Translation difference 2.7 2.8

Closing accumulated acquisition cost 117.7 110.4

Opening amortisation according to plan -62.1 -54.1

Sales – 8.7

Amortisation for the year according to plan -16.9 -14.8

Translation difference -1.2 -1.7

Closing accumulated amortisation -80.2 -62.1

Carrying amount 37.5 48.3

PARENT COMPANY, SEKm 2018-12-31 2017-12-31

Opening acquisition cost 35.8 44.3

Purchases – 0.2

Scrapping – -8.7

Closing accumulated acquisition cost 35.8 35.8

Opening amortisation according to plan -23.8 -25.7

Scrapping – 8.7

Amortisation for the year according to plan -4.7 -6.8

Closing accumulated amortisation -28.5 -23.8

Carrying amount 7.3 12.0

NOTE 20 INVESTMENT IN  
PROGRESS INTANGIBLE ASSETS

GROUP 2018-12-31 2017-12-31

Opening acquisition cost 38.6 27.8

Purchases 23.7 20.1

Reclassifications -5.9 -7.6

Impairment -3.1 -2.0

Translation difference 0.6 0.3

SEKm 53.9 38.6

Impairment tests carried out do not indicate a need for impairment. For 
more information about impairment testing, refer to Note 18 Goodwill, 
customer relations and corporate brands.

NOTE 21 LAND AND BUILDINGS

GROUP, SEKm 2018-12-31 2017-12-31

Opening acquisition cost 1,241.3 954.5

Purchases 40.0 27.0

Impairment -0.5 -0.3

Acquired in connection with  
business combinations 178.0 100.4

Reclassifications 27.2 136.8

Translation difference 42.3 22.9

Closing accumulated acquisition cost 1,528.8 1,241.3

Opening depreciation according to plan -339.7 -265.1

Depreciation for the year according to plan -64.7 -67.9

Impairment -0.5 2.0

Reclassifications – -1.2

Translation difference -13.6 -7.5

Closing accumulated depreciation -418.5 -339.7

Carrying amount 1,110.2 901.6

Of which carrying amount on Land 145.1 132.1

Finance leases

GROUP, SEKm 2018-12-31 2017-12-31

Carrying amount 64.3 61.7

RECONCILIATION BETWEEN GROSS INVESTMENT 
AND THE PRESENT VALUE OF MINIMUM LEASE 
PAYMENTS: Gross Present  

Estimated payments within 1 year 4.7 4.7

Estimated payments within 2-5 years 18.9 18.1

Estimated payments after 5 years 58.7 32.9

Total future payments for  
non  terminable sublease object: 82.3 55.7

Financial lease refers to the production facility in Masate, Italy, in which 
the subsidiary Biologici operates. There are no contingent rents in the 
profit for the period. There are no material restrictions in the lease 
agreement. 

NOTE 22 LEASEHOLD IMPROVEMENTS

GROUP, SEKm 2018-12-31 2017-12-31

Opening acquisition cost 22.0 18.2

Purchases – 0.4

Reclassifications – 3.6

Translation difference 0.4 -0.2

Closing accumulated acquisition cost 22.4 22.0

Opening depreciation according to plan -13.3 -7.1

Depreciation for the year according to plan -1.1 -1.5

Reversal impairment 5.2 -5.2

Translation difference -0.7 0.5

Closing accumulated depreciation -9.9 -13.3

Carrying amount 12.5 8.7
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NOTE 23  PLANT AND MACHINERY

GROUP, SEKm 2018-12-31 2017-12-31

Opening acquisition cost 2,204.3 1,577.6

Purchases 105.6 69.2

Acquired in connection with business combi-
nations 87.8 192.2

Reclassifications 336.6 375.5

Sales/ Disposals -33.7 -16.9

Impairment – -23.1

Translation difference 64.9 29.7

Closing accumulated acquisition cost 2,765.2 2,204.3

Opening depreciation according to plan -1,032.5 -863.3

Sales/disposal 9.7 9.0

Depreciation for the year according to plan -195.4 -157.1

Impairment -4.7 -1.9

Reclassifications 1) 15.7 -0.1

Translation difference -23.2 -19.2

Closing accumulated depreciation -1,230.4 -1,032.5

Carrying amount 1,534.7 1,171.8

Finance leases

GROUP, SEKm 2018-12-31 2017-12-31

Carrying amount 21.6 34.5

RECONCILIATION BETWEEN GROSS INVESTMENT 
AND THE PRESENT VALUE OF MINIMUM LEASE 
PAYMENTS:

Gross 
investment

Present  
value

Estimated payments within 1 year 9.2 8.5

Estimated payments within 2-5 years 31.9 27.4

Total future payments for non  terminable 
sublease object: 41.1 35.9

Financial lease refers to some production equipment taken over from 
previous owners of Recipharm Pessac S.A.S. There are no contingent 
rents in the profit for the period. There are no material restrictions in the 
lease agreement. 

PARENT COMPANY, SEKm 2018-12-31 2017-12-31

Opening acquisition cost – –

Purchases 45.5 –

Reclassifications 150.4 –

Closing accumulated acquisition cost 195.8 –

Opening depreciation according to plan – –

Depreciation for the year according to plan -10.0 –

Reclassifications 1) -12.0 –

Closing accumulated depreciation -22.0 –

Carrying amount 173.8 –

NOTE 24 EQUIPMENT, TOOLS, FIXTURES AND FITTINGS

GROUP, SEKm 2018-12-31 2017-12-31

Opening acquisition cost 618.3 554.6

Purchases 21.3 30.3

Acquired in connection with business combi-
nations 3.4 3.4

Sales/ Disposals -6.0 -3.5

Impairment – 1.3

Reclassifications 1) 79.8 17.8

Translation difference 26.9 14.5

Closing accumulated acquisition cost 743.6 618.3

Opening depreciation according to plan -399.9 -358.0

Sales/ Disposals 5.5 2.5

Depreciation for the year according to plan -41.8 -33.9

Impairment 1.4 –

Reclassifications 1) 0.5 0.0

Translation difference -17.9 -10.6

Closing accumulated depreciation -452.2 -399.9

Carrying amount 291.4 218.4

Book value of assets under financial leases 0.0 0.0

PARENT COMPANY, SEKm 2018-12-31 2017-12-31

Sales/Disposals 16.8 18.5

Reclassifications -16.8 –

Sales/Disposals – -1.7

Closing accumulated acquisition cost – 16.8

Opening depreciation according to plan -12.0 -12.5

Sales/ Disposals – 1.7

Depreciation for the year according to plan – -1.2

Reclassifications 12.0 –

Closing accumulated depreciation – -12.0

Carrying amount – 4.8

NOTE 25 CONSTRUCTION IN PROGRESS

GROUP, SEKm 2018-12-31 2017-12-31

Opening acquisition cost 583.8 669.7

Purchases 271.4 459.2

Acquired in connection with  
business combinations 62.6 1.6

Reclassifications -460.0 -555.1

Impairment -3.4 -2.5

Translation difference 8.7 10.9

Closing accumulated acquisition cost 463.1 583.8

Borrowing costs have been capitalised and constitute 0.0 SEK million 
(0.1) of carrying amount for construction in progress. Interest rate used 
is 3.7% (2.5%). 

PARENT COMPANY, SEKm 2018-12-31 2017-12-31

Opening depreciation according to plan 164.3 46.4

Purchases 49.7 117.9

Reclassifications -133.6 –

Closing accumulated acquisition cost 80.4 164.3
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NOTE 26 OTHER INVESTMENTS HELD AS FIXED ASSETS

GROUP 2018-12-31 2017-12-31

Endowment insurance 73.2 61.4

Shares, listed 45.2 55.5

Share joint venture 23.7 14.0

Participations in associated companies 5.2 5.2

Other equities 0.3 17.1

Other long-term receivables 67.3 8.2

Deposits 15.2 14.4

SEKm 230.1 175.9

PARENT COMPANY 2018-12-31 2017-12-31

Endowment insurance 3.5 1.7

Other equities 0.1 0.1

Share joint venture 22.0 13.0

SEKm 25.6 14.8

Investments in listed shares are recognized at level 1. Fair value  
measurement is based on quoted prices on an active market. Reported 
holdings in other equities are measured at fair value in level 3. Since 
no official market prices are available acquisition cost is used as 
 approximation. Endowment insurance is mainly attributable to the  
 German and Swedish defined-benefit pension plans and are measured 
at  amortised cost. Carrying amount of the patricipations in joint ven-
ture Inject Pharma Sweden AB (Reg. No. 559002-1464) amounted to 
SEK 20.9 million (12.3) and  in SVS Portugal (Sociedade de servicos de 
engenharia de industria farmaceutica LDA, reg. nr 507613155) to SEK 
0.4 million (1.7).

Carrying amount of the patricipations in associated company 
 Pharmanest AB (Reg. No. 556785-1158) amounted to SEK 5.2 million 
(5.2). Investments in associates and joint ventures are recognised in 
Group accounts in accordance with the equity method and in Parent 
company at amortised cost.

NOTE 27 INVENTORIES

GROUP 2018-12-31 2017-12-31

Raw material and consumables 629.2 542.0

Products in process 325.2 234.3

Finished goods and goods for resale 458.2 294.5

SEKm 1,412.6 1,070.8

Write-down / obsolescence reserve:

Raw material and consumables -51.2 -29.7

Products in process -17.3 -16.0

Finished goods and goods for resale -26.5 -18.7

SEKm -95.0 -64.4

Total 1,317.6 1,006.4

Inventories recognised at net realisable value 140.6 254.5

NOTE 28 ACCOUNTS RECEIVABLE

GROUP, SEKm 2018-12-31 2017-12-31

Accounts receivable, gross before bad debt 
provisions 1,280.8 1,064.9

Bad debt provisions at beginning of year -10.2 -12.7

Impairment for the year -9.4 -1.2

Reversal of unutilised reserve 1.5 3.7

Accounts receivable, net after bad debt 
provision 1,262.7 1,054.7

Accounts receivables in SEK 247.1 233.5

Accounts receivables in EUR 768.1 589.4

Accounts receivables in GBP 97.3 37.2

Accounts receivables in USD 33.2 84.6

Accounts receivables in CHF – 1.5

Accounts receivables in INR 108.2 108.5

Accounts receivables other currency 8.8 –

1,262.7 1,054.7

Account receivables by age

< 3 months 1,205.8 903.3

3-6 months 40.2 108.9

> 6 months 34.8 53.8

1,280.8 1,066.0

Out of total balance for accounts receivable at 31 December 2018, 
approximately 30 per cent is related to the five largest customers. Of 
these five customers two have a credit rating of AA and two have a credit 
rating of A. For one of the five customers an official credit rating isn't 
available, but it's still considered to have a satisfactory creditworthiness. 
Out of total balance for accounts receivable at 31 December 2017 less 
than SEK 3 million have been confirmed a credit loss in 2018. The Group 
had no received collateral for outstanding accounts receivable.

NOTE 29 OTHER RECEIVABLES

GROUP 2018-12-31 2017-12-31

Receivables from employees 2.6 1.3

VAT receivables 153.1 95.1

Expected payments from customer/supplier 20.6 47.5

Other receivables 9.9 21.3

SEKm 186.2 165.2

PARENT COMPANY 2018-12-31 2017-12-31

VAT receivables 5.9 5.2

Other receivables – 2.6

SEKm 5.9 7.8
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NOTE 30  PREPAID EXPENSES AND ACCRUED INCOME

GROUP 2018-12-31 2017-12-31

Prepaid rent 12.7 15.0

Prepaid annual fees 6.4 4.5

Prepaid insurance premiums 9.2 7.0

Accrued income 35.8 40.3

Prepaid taxes 0.2 14.3

Prepaid live insurance 1.0 0.9

Maintenance fees 4.2 1.4

Bonus 0.2 0.7

Prepaid life insurance – 0.6

Prepaid IT licenses 5.4 0.7

Prepaid consulting fees 0.9 4.0

Prepaid registration fees 2.1 0.6

Other prepaid expenses 25.6 12.6

SEKm 103.7 102.6

PARENT COMPANY 2018-12-31 2017-12-31

Prepaid rent 0.9 0.9

Prepaid annual fees 0.2 –

Prepaid insurance premiums 4.5 2.4

Maintenance fees 0.4 –

Prepaid pensions – 0.6

Prepaid IT licenses 3.8 –

Prepaid consultancy fees 0.3 3.8

Other prepaid expenses 1.0 2.5

SEKm 11.1 10.2

NOTE 32 EQUITY
GROUP

NUMBER OF ISSUED SHARES (THOUSANDS) 2018-12-31 2017-12-31

Ordinary shares, of each 0,5 SEK 67,775,793 63,217,532

NUMBER OF SHARES, CHANGE IN THE YEAR A-shares B-shares D-shares Total

Number of shares as of 31 December 2017 15,222,858 47,624,674 370,000 63,217,532

New share issue 4,000,00  4,000,000

New share issue 558,261 558,261

Number of shares as of 31 December 2018 15,222,858 52,182,935 370,000 67,775,793

In order to secure delivery of shares to participants in the Share-based incentive programs the company holds 10 121 B-shares (120 661) 
and 370 000 D-shares (370 000), corresponding to 0.56 per cent (0.76) of share capital. Quotient value for own shares amount to SEK 
190,060.50 (245,330.50).

The largest shareholders were as follows: 

2018-12-31 2017-12-31

(% OF SHARE CAPITAL AND VOTES): Share capital Votes Share capital Votes

Flerie Participation AB 1) 15.8 38.7 19.4 40.3

Cajelo Invest Ltd 1) 11.3 37.2 12.1 38.0

Lannebo Fonder 8.8 2.9 8.9 2.8

Första AP-fonden 5.9 2.0 6.1 1.9

Fjärde AP-fonden 5.7 1.9 6.2 1.9

Kemfin Holdings Private Limited 5.0 1.7 5.7 1.8

The number of shareholders were 5,346 (5,510) and foreign shareholders hold 22.1 (11.0) per cent of the share capital and 7.3 (3.5) percent 
of the votes.

NOTE 31 CASH AND CASH EQUIVALENTS

GROUP 2018-12-31 2017-12-31

Bank balances 586.6 737.5

Money market funds 94.8 33.4

SEKm 681.4 770.9

Money market funds invest in debt instruments with short maturity and 
minimal risk, measured at fair value in level 2. 

PARENT COMPANY, SEKm 2018-12-31 2017-12-31

Bank balances 113.7 72.0
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Share-based incentive program
There are three share-based incentive programs ongoing, which are 
described below. In order to participate in the program, the  participants 
must use their own funds to acquire during the first year class B shares 
in Recipharm (“Savings Shares”) for the Nasdaq Stockholm market 
price. For each acquired share, each employee receives a share. There 
are also performance shares for top management, which is based on 
Recipharm share performance versus peers. The administration and 
 purchasing of the shares in these share savings programs is  managed 
using an external provider according predefined principles by the 
 remuneration committee. 

The Annual General Meeting on 28 April 2016 resolved to issue a new 
share-based incentive program aimed at the employees. 563  employees, 
which was approximately 21 per cent of the employees, subscribed 
for the program. Provided that all fulfill their participation for the full 
period, the cost is estimated to SEK 17.2 million (estimation based on 
share price at grant date of SEK 118.25 and share price at closing date 
31 December 2018 of SEK 113.20) during a three year period and the 
number of new shares may amount to approximately 200 000. The latter 
assumes full allocation of performance shares as well.

The Annual General Meeting on 10 May 2017 resolved to issue a new 
share-based incentive program aimed at the employees. 662  employees, 
which was approximately 16 per cent of the employees, subscribed 
for the program. Provided that all fulfill their participation for the full 
period, the cost is estimated to SEK 21.7 million (estimation based on 
share price at grant date of SEK 123,00 and share price at closing date 
31 December 2018 of SEK 113.20) during a three year period and the 
number of new shares may amount to approximately 225 000. The latter 
assumes full allocation of performance shares as well.

The Annual General Meeting on 14 May 2018 resolved to issue a new 
share-based incentive program aimed at the employees. 374 employees, 
which was approximately 7 per cent of the employees, subscribed for the 
program. Provided that all fulfill their participation for the full period, the 
cost is estimated to SEK 20.5 million estimation based on share price at 
grant date of SEK 134.20 and share price at closing date 31 December 
2018 of SEK 113.20) during a three year period and the number of new 
shares may amount to approximately 190 000. The latter assumes full 
allocation of performance shares as well.

The first share-based incentive program was issued in 2014 and was 
finalised in 2017. The cost for the program amounted to SEK 10.6 million 
based on share price at the end date of SEK 108.00 per share, corre-
sponding to 66 585 shares. The second share-based incentive program 
was issued in 2015 and was finalised in 2018. The cost for the program 
amounted to SEK 21.2 million based on share price at the end date of 
SEK 119.20 per share, corresponding to 110,311 shares. 

Share-based incentive programs

2015-2018 2016-2019 2017-2020 2018-2021 Total

Number of 
savings-shares 
at beginning of 
year 87,337 95,188 31,957 – 214,484

Number of  
purchased  
savings-shares 3,742 72,156 42,026 117,924

Number of  
matured  
savings-shares -91,081 -91,081

Number of 
savings- shares 
at end of year – 95,188 104,113 42,026 241,327

The cost for the year for all share-based incentive programs amount 
to SEKm 15.1 (14.2) of which SEKm 13.7 (15.2) is personnel expense 
 calculated in accordance with IFRS 2 and reported against equity and 
SEKm 1.4 (-1.0) is a reserve for social security cost.

Convertible bond
Recipharm issued in 2016 senior unsecured convertible bonds amount-
ing to SEK 981 million. The bonds may be converted into new Class B 
shares of the company. The bonds were issued and will be redeemed at 
100%, of their principal amount, unless previously redeemed,  converted 
or purchased and cancelled, and mature on 6 October 2021. The Bonds 
will carry a coupon of 2.75% per annum, payable in arrears on 6 April 
and 6 October each year, with the first interest payment date being 
6 April 2017. The conversion price was set at SEK 181.955 per share 
which represent a 30% premium over the volume-weighted average 
price of the Recipharm Class B share on Nasdaq Stockholm between 
launch and pricing of the Offering 29 September 2016. Settlement and 
delivery of the Bonds was executed 6 October 2016. Convertible bonds 
are  recognised in the Group separated into a liability component (net 
of transaction costs) and an equity component. The transaction costs, 
including advisor fees and other costs, was less than SEK 20 million.  
The equity component amounts to SEK 46.0 million.

Dividends
The Group's dividend policy stipulates that dividend should be based 
upon the Group's profit-development, taking into consideration future 
development opportunities and the financial position. Our long-term goal 
is a stable development for dividends, amounting to 30-50 per cent of 
profit after tax for the previous year. The board of directors proposes to 
the Annual General Meeting 2019 a dividend of SEK 1.25 per share (no 
dividend was paid in 2018).

Allocation of profit/loss 

The following earnings of the parent company are available to the AGM 
(SEK).

Share premium reserve 4,109,193,388

Retained earnings -113,948,947

Profit for the year -81,958,778

Total 3,913,285,663

Share dividend 84,244,590

Earnings carried forward 3,829,041,073

Total 3,913,285,663

With reference to Companies Act 18:4 the Board is of the opinion that 
the dividend proposed above is justifiable on both the company and the 
Group level with regard to the demands on the company and the Group 
equity imposed by the type, scope and risks of the business and with 
regard to the companý s and the Group's financial strength, liquidity and 
overall position.

Specification of  
reserves 

Translation 
reserve

Fair value 
reserve Total reserves

Closing balance 31  
December 2016 63.3 -1.1 62.2

Translation differences 
on translation of foreign 
operations -21.4 -21.4

Financial instruments, 
measured at fair value 35.6 35.6

Financial instruments, 
measured at fair value, 
deferred tax -7.8 -7.8

Closing balance  
31 December 2017 41.8 26.6 68.4

Translation differences 
on translation of foreign 
operations 97.3 97.3

Financial instruments, 
measured at fair value -5.4 -5.4

Financial instruments, 
measured at fair value, 
deferred tax 1.2 1.2

Closing balance  
31 December 2018 139.1 22.4 161.5
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Capital management
According to Board policy, the Grouṕ s financial objective is to have a 
solid financial position to help retain the trust of investors, lenders and 
the market, and also to serve as a foundation for continued satisfactory 
growth. Investments should only be in financial securities and similar 
with minimum or no risk. 

2018-12-31 2017-12-31

Financial liabilities 4,471.9 4,193.2

Less liquid funds -681.4 -770.9

Net debt 3,790.5 3,422.3

Total equity 5,337.1 4,874.0

Net debt/equity ratio:  
(Net debt / Total equity) 0.71 0.70

The change in net debt is mainly due to new loans related to acquisitions 
during the year. Neither the parent company nor any of the subsidiaries 
have any external capital demands.

Parent company's equity
Reconciliation of opening and closing balance for the parent  company's 
equity components are accounted above in a separate statement of 
changes equity, after the balance sheet of the parent company.

NOTE 33 PROVISION FOR PENSIONS 
GROUP

Defined benefit pension plans occur in the subsidiaries in Germany, 
France and Italy as well as in India and Sweden (reported below as Other 
countries). 

2018-12-31 2017-12-31

Defined net obliga-
tion / net asset

Defined net obliga-
tion / net asset

Germany 190.8 176.4

France 72.1 69.1

Italy 24.6 23.0

Other countries 14.0 9.0

SEKm 301.4 277.5

SEKm
Germany France Italy Other countries

2018-12-31 2017-12-31 2018-12-31 2017-12-31 2018-12-31 2017-12-31 2018-12-31 2017-12-31

Opening balance 176.4 159.6 69.1 60.9 23.0 24.3 9.0 –

Acquired in connection with  
business combinations 5.4

Current period service costs 7.4 6.2 4.7 4.0 0.6 0.9 2.3 2.1

Interest costs 3.5 3.1 1.1 0.8 0.3 0.3

Revaluation of the defined net  
obligation / net asset:  

Actuarial gains and losses due to  
changes in demographic assumpt. 1.5 -0.5 -0.4 3.9 1.0 -0.5

Actuarial gains and losses due to  
changes in financial assumptions -1.5 -1.0 -0.7 -0.5

Service costs related to previous periods 3.9

Effect from changes in exchange rates 7.6 5.0 1.9 1.9 1.0 0.7 0.0 -0.2

Payments to the pension plan –  
from the employer 2.7 1.7

Payments from the pension plan -4.3 -0.9 -3.3 -1.7 -0.9 -2.8

Closing balance 190.8 176.4 72.1 69.1 24.6 23.0 14.0 9.0
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ACTUARIAL ASSUMPTIONS:

Germany France Italy

2018-12-31 2017-12-31 2018-12-31 2017-12-31 2018-12-31 2017-12-31

Average life expectancy after retirement,  
men and women respectively 21.5/24.8 19.3/23.4 16.4/20.9 16.4/20.9 14.9/19.3 14.9/19.3

Employee turnover rate 3.0% 3.0% 5.0% 5.0% 3.0% 3.0%

Financial assumptions: 

Discount rate 1.9% 1.9% 1.5% 1.5% 1.6 1.3%

Annual salary increase 3.0% 3.0% 1.5% 1.5% 1.5 1.5%

Retirement age 65 - 67 65 - 67 65 65 66 66

Length of employment in order to  
obtain maximum compensation 25 25 30 30 – –

Tax rate 29.13% 28.08% 33.33% 33.33% 34.00% 34.00%

Germany
The defined benefit plan provides retirement and survivors' pensions. 
The amount of the granted benefit depends on the number of benefit- 
entitled years of service as well as on a salary-dependent increment or 
on the benefit-entitled income respectively. Only a few beneficiaries may 
recieve additional disability benefits. A smaller portion of the provision 
relates to a jubilee payments plan which grants employees additional 
monthly payments on reaching every new 5 years working anniversary. 

The beneficiaries' benefit claims are protected by the German Occupa-
tional Pensions Plan Act. Hence the company is obliged to adjust pen-
sions in payment to compensate depreciation. The entity is not obliged 
to fund the defined benefit plan by seperating assets.

The financial risks of the benefit plan are covered by a reinsurance 
 contract for the most part. As this Capital Insurance is not hedged in 
case of a bankruptcy it is not considered as a plan asset.

France
Benefits are related to a one-time termination pay when the employee 
retires. There is no mandatory or regulatory framework related to fund-
ing of pension plan. For one of the french entities a long-service bonus 
is payable after 10 years of employment. The french entities have inher-
ited their plan assets from their former owners. Since the take-over by 
Recipharm, neither of the two companies have cashed-out additional 
amounts to these external plan assets. Recipharm Pessac, acquired in 
2014, received funds from their seller in order to finance payment of 
future retirement bonus. 

Italy
The italian provision covers termination indemnities payable to the 
employees, when they leave the company. This deferred compensa-
tion is substantially a portion of the employee compensation which is 
deferred to the date of termination of the employment. In accordance 
with the Italian severance pay statutes, this deferred compensation is 
yearly accrued and it is payable immediately upon leaving, regardless 
of the reason for termination. Advances can be given to the employees 
under specific circumstances. The provision correspond to the amount 
that the employee would have been entitled to, less any advances, if the 
employee had left at the balance sheet date. The yearly cost accrued 
approximates 1/13th of annual wages and the liability brought forward 
from prior year is revalued based on a cost of living index, set out by 
the Government. Since 2007 all employees have to communicate if the 
accrual has to be paid to an external fund. The fund becomes the only 
obliged to the payment of the cumulated amount at the retiring date. In 
that case, the Entity is obliged only for the leaving indemnity cumulated 
before the employee's choice.

Sweden
Salaried employees are covered by the ITP plan which is collective- 
based and encompasses employers in a variety of industries. Under the 
ITP plan, newly employed salaried employees are offered a premium- 
based solution (ITP 1) negotiated by the Confederation of Swedish 
Enterprise and the Swedish Federation of Salaried Employees in Indus-
try and Services (PTK). Those already employed retain the older ITP 
plan (ITP 2). The pension in the ITP 2 plan is a defined-benefit obligation 
secured via insurance with Alecta. Alectá s collective funding ratio was 
142% (154%) at the end of 2018. As per UFR 10 (statement issued by 
the Swedish Financial Reporting Board) this is a multi-employer bene-
fit-based plan. These benefits as per ITP 2 are therefore recognised as a 
defined-contribution plan. Recipharms share of the total contributions to 
the plan amounts to 0,0837% (0,0740) and Recipharms share of of the 
total number of active participants is 0,0707% (0,0749). The expected 
premiums for 2019 for ITP 2 plans with Alecta amount to SEK 13.5 mil-
lion (14.6). The parent company has a defined-benefit pension scheme 
secured by endowment assurance. The pension scheme is reported as a 
defined-benefit pension plan with valuation changes reported in accord-
ance with IAS 19, and is included in Other countries with SEKm 4.3 (1.7).

DEFINED CONTRIBUTION PLANS 2018 2017

Expenses for defined contribution pension 
plans 81.3 70.6

81.3 70.6
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NOTE 35 OTHER NON-CURRENT LIABILITIES

GROUP 2018-12-31 2017-12-31

Liability to customer regarding received 
inventories 11.3 10.9

Social security contribution share-based 
incentive program 4.7 2.8

Additional purchase consideration 22.8 –

Other non-current liabilities 8.3 7.9

SEKm 47.1 21.6

Additional purchase consideration is measured at fair value and 
 calculated with a discount rate of 13.8 per cent, based on a 
 WARA-analysis.
 

PARENT COMPANY 2018-12-31 2017-12-31

Social security contribution share-based 
incentive program 0.5 0.5

SEKm 0.5 0.5

NOTE 34 OTHER PROVISIONS

GROUP 2018-12-31 2017-12-31

Redundancy pay 28.2 7.9

Complaints 6.5 3.5

Restructuring 169.2 148.7

Onerous contracts 83.4 63.6

Local taxes 1.0 0.8

Provision for transactions with employees 4.8 0.5

Environmental provision 18.2 –

Other provisions 10.8 5.6

SEKm 322.1 230.7

2018-12-31
Opening 
balance

New  
provisions

Acquired in 
connection 

with business 
combinations

Releases 
(paid)

Reversals, unu-
sed amounts

Changes due  
to discount 

rate or time 
effect

Total provision
(closing 

 balance)

Redundancy pay 7.9 28.8 -6.6 -1.4 -0.5 28.2

Complaints 3.5 3.3 0.0 -0.5 0.2 6.5

Restructuring 148.7 59.1 -37.1 -1.6 169.2

Onerous contracts 63.6 25.8 -6.0 83.4

Local taxes 0.8 1.0 -0.7 -0.1 1.0

Provision for transactions with employees 0.5 0.1 4.3 -0.1 4.8

Environmental provision 18.6 -0.4 18.2

Other provisions 5.6 6.0 -0.8 10.8

SEKm 230.7 124.1 22.9 -14.1 -39.1 -2.4 322.1

New provisions for restructuring costs refer to the discontinuing of manufacturing operations in Ashton-under-Lyne, but also to an additional provision 
for the discontinuing of manufacturing operations in Stockholm. During the year it was decided to keep the manufacturing operations in Höganäs, and 
the restructuring provision from last year was reversed. Provision for onerous contracts refers to the period 2018 to 2020 until expected plant closure 
in Stockholm and Ashton-under-Lyne. Provisions related to the discontinuing of operations have been reported in Statement of profit and loss as Raw 
materials and consumables, SEKm 2.2 (19.1), Other external costs, SEKm 34.0 (100.5), Employee benefits expense, SEKm 26.8 (85.7) and SEKm 23.0 
(-) as Other operating expenses.

2017-12-31
Opening 
balance

New  
provisions

Acquired in 
connection 

with business 
combinations

Releases 
(paid)

Reversals, unu-
sed amounts

Changes due  
to discount 

rate or time 
effect

Total provision
(closing 

 balance)

Redundancy pay – 7.9 7.9

Complaints 3.0 1.6 -1.1 3.5

Restructuring 47.7 144.8 -43.7 148.7

Onerous contracts – 63.6 63.6

Local taxes 0.2 0.8 -0.2 0.8

Provision for transactions with employees – 0.5 0.5

Other provisions 5.3 1.5 -1.2 0.1 5.6

SEKm 56.2 220.6 – -45.0 -1.2 0.1 230.7
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NOTE 36 ACCOUNTS PAYABLE

GROUP 2018-12-31 2017-12-31

Accounts payable, SEK 90.7 99.1

Accounts payable, EUR 398.0 339.8

Accounts payable, GBP 209.3 60.3

Accounts payable, INR 93.2 92.1

Accounts payable, USD 43.8 19.9

Accounts payable in other currencies 1.5 3.2

SEKm 836.5 614.4

PARENT COMPANY 2018-12-31 2017-12-31

Accounts payable, SEK 9.4 9.0

Accounts payable, EUR 6.2 18.4

Accounts payable, GBP 2.3 0.8

Accounts payable, USD 0.1 0.2

Accounts payable in other currencies 0.1 0.2

SEKm 18.1 28.5

NOTE 37 OTHER LIABILITIES

GROUP 2018-12-31 2017-12-31

Liabilities to employees 14.5 11.9

Employee withholding taxes 23.8 16.3

VAT 34.2 23.9

Purchase consideration payable, subsidiaries – 30.2

Other liabilities 17.8 17.5

SEKm 90.3 99.9

PARENT COMPANY 2018-12-31 2017-12-31

Liabilities to employees 0.3 0.3

Employee withholding taxes 2.1 1.7

Other liabilities 0.4 0.6

SEKm 2.8 2.6

NOTE 38  ACCRUED EXPENSES AND PREPAID INCOME

GROUP 2018-12-31 2017-12-31

Holiday pay liability and working reduction 113.8 107.5

Social security contributions 78.7 74.2

Profit sharing and bonuses 44.4 28.6

Other employee benefits expense 17.7 23.8

Restructuring reserve – 1.0

Accrued interest expense 14.2 14.6

Accrued taxes 19.6 21.5

Deferred income 14.8 17.7

Accrued real property expense 2.0 0.4

Accrued financial expense 1.0 2.4

Accrued energy costs 13.4 12.2

Accrued audit fees 5.0 4.3

Accrued grants received from customers 2.4 –

Accrued consulting costs 6.0 8.8

Accrued expenses - other financial costs 9.0 6.5

Accrued discounts and contributions 10.2 3.0

Accrued insurances fees 1.1 0.7

Other accrued expense 68.2 99.5

SEKm 421.5 426.8

Of the restructuring reserve in 2017 SEK 1.0 million refers to the 
cost-saving and streamlining programme within the segment Solids and 
Others in Sweden that was implemented in 2016. 

PARENT COMPANY 2018-12-31 2017-12-31

Holiday pay liability and working reduction 4.7 4.7

Social security contributions 3.8 3.8

Profit sharing and bonuses 2.6 1.8

Other employee benefits expense – 0.1

Accrued interest expense 13.0 14.6

Accrued taxes 3.0 5.1

Accrued financial expense 2.5 1.2

Accrued audit fees 1.8 0.9

Other accrued expense 2.0 6.2

SEKm 33.4 38.4

NOTE 39 PLEDGED ASSETS

Group Parent company

2018-12-31 2017-12-31 2018-12-31 2017-12-31

Floating charges 75.0 75.0 – –

Property mortgage – 11.8 – –

Guarantee, other 42.7 1.4 – –

 SEKm 117.7 88.2 – –



Notes

80 Recipharm Annual Report 2018

NOTE 40 CONTINGENT LIABILITIES

Group Parent company

2018-12-31 2017-12-31 2018-12-31 2017-12-31

Guarantees for Recipharm Uppsala AB, Corp.id.no. 556695-5752 – 50.5 – 50.5

Claim from employee – 3.0 – –

Guarantee, other 51.4 0.4 51.4 –

SEKm 51.4 53.9 51.4 50.5

NOTE 41  FINANCIAL ASSETS AND LIABILITIES

GROUP

     Fair value Carrying amount

2018-12-31 2017-12-31 2018-12-31 2017-12-31

Financial assets

Financial assets measured at fair value through other compre-
hensive income     

Non-current investment in listed shares 45.2 55.5 45.2 55.5

Other non-current receivables 31.8 – 31.8 –

Financial assets measured at amortised cost     

Other securities held as non-current assets 124.2 101.2 124.2 101.2

Other receivables 58.7 81.4 58.7 81.4

Cash and cash equivalent, bank balances 681.4 770.9 681.4 770.9

SEKm 941.3 1,008.9 941.3 1,008.9

Financial liabilities

Financial liabilities measured at fair value through profit and 
loss

Derivative1) 5.1 5.4 5.1 5.4

Additional purchase consideration 22.8 – 22.8 –

Financial liabilities measured at amortised cost

Interest-bearing liabilities, non-current component2) 4,460.0 4,176.4 4,438.2 4,149.0

Interest-bearing liabilities, current component3) 28.6 38.7 28.6 38.7

Other liabilities 37.8 52.0 37.8 52.0

SEKm 4,554.3 4,272.6 4,532.5 4,245.2

Other securities held as non-current assets include the following significant items (with corresponding credit rating in brackets); Endowment assurance of SEK 46.0 mil-
lion (AA), endowment assurance of SEK 23.7 million (A+), receivable for purchase consideration of SEK 34.9 million (B). The remaining amount of other securities held 
as non-current assets as well as other receivables are held against several smaller entities for which we, based upon history and knowledge of  the counterparts, believe 
their creditworthiness to be satisfactory. Consequently, no provision for credit losses is reported. Bank balances are placed in several different banks with high credit 
ratings; 64 per cent, or SEK 375 million, is placed in banks with a credit rating of A-AA, and 29 per cent, or SEK 173 million, is placed in banks with a credit rating of A-2/
BBB. No bank used has a credit rating lower than B.

1) The derivate refers to a collar signed in an Italian subsidiary to minimise the interest rate risk linked to a lease for the associated production facilities.

Nominal amount, EUR millions 7.1

Base rate Euribor 3M

Floor / Cap 1%/5%

Spread 0.67%

Period through March 2029

2)  Interest-bearing liabilities, non-current component includes the Convertible Bond that was issues in October 2016.

3)  Interest bearing liabilities, current component refers to the portion of interest-bearing liabilities that will be repaid during 2019 (2018) as well as to the utilised 
 portion of the Group account facility. 
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Financial assets and liabilities measured at fair value in the 
 balance sheet, 31 december 2018

Level 1 Level 2 Level 3 Total

Financial assets

Other non-current 
 securities 45.2 73.2 82.8 201.2

45.2 73.2 82.8 201.2

Financial liabilities

Derivatives 5.1 5.1

Purchase consideration 22.8 22.8

5.1 22.8 27.9

   

PARENT COMPANY

     Fair value Carrying amount

2018-12-31 2017-12-31 2018-12-31 2017-12-31

Financial assets

Financial assets measured at amortised cost

Other securities held as non-current assets 3.6 1.8 3.6 1.8

Receivables from Group companies, non-current 1,955.3 1,727.4 1,955.3 1,727.4

Receivables from Group companies, current 1,408.3 952.7 1,408.3 952.7

Other receivables 5.6 7.7 5.6 7.7

Cash and cash equivalent, bank balances 113.7 72.0 113.7 72.0

3,486.5 2,761.5 3,486.5 2,761.5

Financial liabilities

Financial liabilities measured at amortised cost

Interest-bearing liabilities, non-current component1) 4,384.8 4,093.1 4,384.8 4,093.1

Interest-bearing liabilities, current component – – – –

Liabilities to Group companies, current 651.4 413.4 651.4 413.4

Other liabilities 0.3 0.3 0.3 0.3

SEKm 5,036.5 4,506.7 5,036.5 4,506.7

1) Interest bearing liabilities, non-current component refers to the convertible bond that was issued in October 2016.

The Group's financial liabilities and maturity structure1)

2018-12-31 Currency
Nom. 

Amount <1 month
>1<3  

months
>3<12  
months >1<5years >5 years Total

Bank loan2) SEK 1,340.3 3.0 5.9 26.7 1,479.9 1,515.5

Bank loan2) EUR 200.0 4.7 9.4 42.1 2,275.1 2,331.3

Bank loan SEK 4.5 0.0 1.5 3.0 4.5

Bank loan  EUR 1.0 1.0 0.5 7.2 1.7 10.4

Convertible bond SEK 1,000.0 27.5 1,048.1 1,075.6

Bank overdraft facility EUR 1.2 12.3 12.3

Derivative EUR 0.5 5.1 5.1

Financial leasing SEK 7.0 0.2 0.4 1.8 4.9 7.3

Financial leasing EUR 8.7 2.4 1.8 5.6 45.2 42.6 97.7

SEKm 23.6 19.5 113.9 4,854.9 47.7 5,059.7

Accounts payable 836.5 395.2 252.2 189.1 836.5

Other liabilities 37.8 33.4 0.5 3.8 37.8

SEKm 452.1 272.2 306.9 4,854.9 47.7 5,933.9

1)  The table includes forecasted future nominal interest payment and, consequently does not correspond to the net book value in the balance sheet. In instances where 
future interest payments are unknown estimates are based upon interest- and currency rates at closing day. 

2)  To the bank loans there are two covenants as part of the loan agreement, which are: Net debt/operating profit before depreciation and amortisation and Interest 
cover ratio. The ratios for earnings are based on the last twelve months. Recipharm is within the acceptable limits for these covenants. Interest rates are based upon 
relevant IBOR plus margin. Interest periods vary from 3 to 6 months.

Financial assets and liabilities measured at fair value in the       
balance sheet, 31 december 2017

Level 1 Level 2 Level 3 Total

Financial assets

Other non-current 
 securities 55.5 61.4 39.8 156.7

SEKm 55.5 61.4 39.8 156.7

Financial liabilities

Derivatives 5.4 5.4

SEKm 5.4 5.4



Notes

82 Recipharm Annual Report 2018

The Group's financial liabilities and maturity structure1)

2017-12-31 Currency
Nom. 

Amount <1 month
>1<3  

months
>3<12  
months >1<5 years >5 years Total

Bank loan2) SEK 1,165.0 8.9 27.3 1,266.3 1,302.4

Bank loan2) EUR 200.0 16.1 48.3 2,146.5 2,210.9

Bank loan SEK 10.5 1.5 4.5 4.5 10.5

Bank loan  EUR 2.6 6.3 0.2 8.4 10.5 25.4

Convertible bond SEK 1,000.0 27.5 1,082.5 1,110.0

Bank overdraft facility EUR 1.7 16.8 16.8

Derivative EUR 0.5 5.4 5.4

Financial leasing SEK 7.5 0.2 0.4 1.8 4.9 7.4

Financial leasing EUR 8.9 2.0 1.0 4.9 33.6 46.1 87.5

SEKm 25.3 28.0 122.8 4,548.7 51.5 4,776.3

Accounts payable 614.4 407.1 183.9 23.5 614.4

Other liabilities 52.0 24.6 0.4 27.0 0.0 52.0

SEKm 457.0 212.3 173.2 4,548.8 51.5 5,442.7

1)   The table includes forecasted future nominal interest payment and, consequently does not correspond to the net book value in the balance sheet. In instances  
where future interest payments are unknown estimates are based upon interest- and currency rates at 31 December 2017.

2)  To the bank loans there are two covenants as part of the loan agreement, which are: Net debt/operating profit before depreciation and amortisation and Interest 
cover ratio. The ratios for earnings are based on the last twelve months. Recipharm is within the acceptable limits for these covenants. Interest rates are based upon 
relevant IBOR plus margin. Interest periods vary from 3 to 6 months.

Overdraft facilities

2018-12-31 2017-12-31

Overdraft facilities amount to:

Group 2,208.3 2,264.0

Parent company 2,000.0 2,000.0

Sensitivity analysis
The purpose with this analysis is to present risks and effects how 
changes in interest and currencies affect the companies result and 
equity.

Interest risk
The table shows the effects on net interest income over the next 
12-month period of an interest rate increase of 1 per centage point (100 
basis point) given the interest-bearing assets and liabilities at the end of 
the reporting period.

CURRENCY  
(INTEREST-BEARING ASSETS AND  LIABILITIES) 2018-12-31 2017-12-31

Total effect on profit/loss before tax -44.7 -41.9

Currency risk
The table below shows the effect of a 10 per cent appreciation in SEK 
for the financial year considered, all other factors remaining unchanged 
(such as, interest rates). The table shows only the impact for the curren-
cies with significant currency flows, mainly EUR and GBP. During these 
financial years, no hedging was done to influence these figures, so that 
similar figures (with the opposite sign) would be posted in the event of a 
10 per cent depreciation.

2018-12-31 2017-12-31

Effect on net profit, subsidiaries 
outside Sweden -24.9 -19.8

Other effect on equity, subsidiaries  
outside Sweden -596.1 -605.1

Effect on net profit, parent company  
financial items 197.5 190.8

Other effect on equity, parent company -262.3 -201.6

 SEKm -685.8 -635.6

The items listed above are the main items affecting the currency risk 
on equity. The currency risk linked to accounts payable and receiva-
bles is not deemed significant, because a 10 per cent change in the 
exchange rate of the net flow is minor during the outstanding credit 
period between invoicing and payment. That currency risk is therefore 
not included in the table above. Effect on net profit, subsidiaries outside 
Sweden, includes the effect on operating profit, interest rates and taxes, 
based on the full year profit. Other effect on equity, subsidiaries outside 
Sweden, includes the other effect on subsidiaries equity, end of the year. 
Effect on net profit, parent company financial items, includes the effect 
on cash and interest bearing debt in foreign currencies, end of the year.
Other effect on equity, parent company, includes internal receivables 
and debts to subsidiaries outside Sweden in foreign currencies, end of 
the year.

Significant exchange rates applied in the financial statements

COUNTRY Currency

Average exchange rates Closing day rates

2018 2017 2018-12-31 2017-12-31

EURO EUR 10.2567 9.6326 10.2753 9.8497

UK GBP 11.5928 10.9896 11.3482 11.1045

USA USD 8.6921 8.5380 8.9710 8.2322

India INR 0.1271 0.1313 0.1282 0.1286
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NOTE 42 PARTICIPATIONS IN GROUP COMPANIES

PARENT COMPANY, SEKm 2018-12-31 2017-12-31

Opening acquisition cost 5,411.3 3,836.7

Purchase of new shares 239.1 1,138.9

Share-based incentive program -2.2 7.1

Group/Shareholders' contributions  
to subsidiaries -7.6 343.7

Loan conversion into shares – 85.7

Divestment of shares – -0.9

Closing accumulated acquisition cost 5,640.6 5,411.3

Opening impairment losses -428.7 -326.7

Impairment for the year -57.4 -102.0

Closing accumulated impairment losses -486.1 -428.7

Carrying amount 5,154.5 4,982.6

During the year, Group contribution was paid to three subsidiaries, 
 Recipharm Stockholm AB, Recipharm Pharmaceutical Development AB 
and Recipharm OT Chemistry AB. Shareholders' contribution was paid to 
Recipharm Stockholm AB to strengthen equity. Impairment of the value 
of the shares for this company was made in the parent company, as an 
increased share value could not be seen as reasonable in view of the 
subsidiaries financial situation and projected results. 

Specifications of participations in subsidiaries directly held by parent company

COMPANY CORP. ID NO. REGISTERED OFFICE
No of 

 participations
% 

owned

2018-12-31 2017-12-31

Carrying
amount

Carrying
amount

Recipharm Stockholm AB 556666-8249 Stockholm, Sweden 122,849 100% 1.8 2.3

Recipharm Strängnäs AB 556666-8231 Strängnäs, Sweden 103,081 100% 0.4 0.3

Recipharm Venture Fund AB 556666-2697 Stockholm, Sweden 400,000 100% 0.4 0.4

Recipharm Karlskoga AB 556662-4366 Karlskoga, Sweden 121,475 100% 1.6 2.0

Recipharm Karlskoga Fastighets AB 556657-8315 Stockholm, Sweden 100,000 100% 0.1 0.1

Recipharm Höganäs AB 556666-2606 Höganäs, Sweden 104,030 100% 0.3 0.6

Recipharm Participation SAS 498 592 757 000 13 Monts, France 19,386 100% 4.5 4.6

Recipharm Holdings Ltd. 8174911 Manchester, Great Britain 1,013,485 100% 163.1 1.6

Recipharm AG CH-270.3.010.655-3 Basel, Switzerland 3,000 100% – –

RM 2959 Vermögensverwaltungs  
GmbH HRB 182 656 Wasserburg, Germany 36,856 100% 1.8 2.1

RPH Iberia AB 556805-3234 Stockholm, Sweden 58,168 100% 1.4 1.4

Recipharm Pharmaceutical   
Development AB 556825-0095 Solna, Sweden 57,767 100% 0.9 1.4

RPH Pharmaceuticals AB 556731-7226 Stockholm, Sweden 1,689 100% 0.3 0.8

Recipharm Strängnäs Fastighets AB 556885-6842 Strängnäs, Sweden 50,000 100% 0.1 0.1

Recipharm Italia S.p.A. 06258250965 Milan, Italy 4,945,089 100% 917.6 918.1

Lusomedicamenta S.A. 507150473 Lisbon, Portugal 1,602,073 100% 1,017.0 1,017.0

Recipharm Pessac S.A.S. 807 679 386 Pessac, France 4,055 100% 1.4 1.9

Recipharm Uppsala AB 556695-5752 Uppsala, Sweden 1,000,000 100% 690.5 690.3

Recipharm (Americas), Inc 27-3497567 Triangle Park, USA 1,000 100% 2.0 0.5

Recipharm Participation B.V. 855609254 Amsterdam, Netherlands 1 100% 2,348.6 2,303.5

Recipharm OT Chemistry AB 556761-5439 Uppsala, Sweden 1,256 100% 0.8 33.3

SEKm 5,154.5 4,982.6

Specification of income from shares in subsidiaries

PARENT COMPANY 2018-12-31 2017-12-31

Impairment of shares in subsidiaries -204.0 -111.6

Received dividends 85.3 81.6

SEKm -118.7 -30.0

Impairment of shares in subsidiaries relate to subsidiaries with 
 discontinuing operations as well as subsidiaries with accumulated losses. 
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NOTE 43 RECEIVABLES FROM AND LIABILITIES TO GROUP 
COMPANIES

PARENT COMPANY 2018-12-31 2017-12-31

Loan, non-current part Kaysersberg Pharma-
ceuticals S.A.S. 102.8 –

Loan, non-current part Recipharm Monts 
S.A.S. 20.6 –

Loan, non-current part Recipharm Fontaine 
S.A.S. 9.8 –

Loan, non-current part Recipharm  
Strängnäs AB 7.9 9.6

Loan, non-current part RPH Iberia AB 13.9 18.5

Loan, non-current part Recipharm  
Verwaltung GmbH 197.8 211.8

Loan, non-current part Wasserburger  
Arzneimittelwerk GmbH 419.2 426.5

Loan, non-current part Recipharm  
Pessac S.A.S. 61.7 82.7

Loan, non-current part Recipharm Parets S.L. 107.2 54.7

Loan, non-current part Recipharm Leganés S.L. 73.1 –

Loan, non-current part Recipharm Italia S.p.A. 490.6 627.5

Loan, non-current part Recipharm Ltd 0.0 –

Loan, non-current part Recipharm  
Properties Ltd 0.0 9.0

Loan, non-current part Recipharm HC Ltd 293.0 –

Loan, non-current part  Recipharm  
Participation S.A.S 121.0 153.4

Loan, non-current part Recipharm  
OT Chemistry AB 3.9 5.4

Loan, non-current part Recipharm  
Americas Inc 0.0 31.4

Loan, non-current part Recipharm  
Laboratories Inc. 0.0 37.9

Loan, non-current part Mitim Srl 32.9 58.9

SEKm 1,955.3 1,727.4

Loan in SEK are subject to interest corresponding to Stibor 6M + 4%

Loan in EUR are subject to interest corresponding to Euribor 6M +2-4%

Loan in GBP are subject to interest corresponding to RBS + 4%

Loan in USD are subject to interest corresponding to Fed Funds Rate + 4%

2018-12-31 2017-12-31

Receivables from Group companies 98.3 67.8

Current component of non current  
receivables from Group companies 308.2 119.8

Accrued interest, Group companies 9.4 9.8

Other current receivables from Group  
companies 567.6 310.3

Receivables cash-pool 533.9 522.6

Total current receivables from Group 
companies 1,517.4 1,030.0

Accounts payable 4.5 6.3

Liabilities Cash-pool 152.3 151.1

Other liabilities 499.7 263.6

Total other liabilities 656.5 421.0
 

NOTE 44 UNTAXED RESERVES

PARENT COMPANY 2018-12-31 2017-12-31

Accumulated accelerated depreciation 
 intangible assets 1.0 1.0

SEKm 1.0 1.0

NOTE 45 SHARE OF RESULT IN PARTICIPATIONS

GROUP 2018-12-31 2017-12-31

Share of result joint venture Inject Pharma 
Sweden AB -0.4 -0.3

Share of result associated company  
Pharmanest AB -0.0 –

SEKm (reported as Operating expenses) -0.4 -0.3

Share of result joint venture SVS Portugal 1.0 0.9

Share of result associated company 
 Pharmanest AB – 0.5

SEKm (reported as Other operating 
income) 1.0 1.4
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NOT 46 CASH FLOW
Items not affecting cash flow

GROUP 2018 2017

Depreciation, amortisation and impairment of 
assets 610.8 533.1

Gain/loss on sale of of non-current assets -119.0 -0.5

Provisions for pensions and similar obligations 106.8 194.8

Unrealised translation difference -28.8 1.5

Share of earnings of associated companies -0.6 -1.1

SEKm 569.2 727.8

                                     Non cash-flow

CHANGE IN INTEREST-BEARING LIABILITIES
Opening Balance 

2018 Cash Flow
Translation  
difference Revaluation

Closing Balance 
2018

Bank loans 3,143.3 174.1 86.8 6.2 3,410.3

Convertible bond 940.1 15.1 955.2

Overdraft facility 16.8 -5.3 0.7 12.2

Derivative 8.2 0.2 -3.4 5.1

Financial leasing 84.7 -3.3 7.5 89.0

SEKm 4,193.2 165.5 95.3 18.0 4,471.9

Items not affecting cash flow

PARENT COMPANY 2018 2017

Depreciation, amortisation and impairment  
of assets 14.7 8.1

Gain/loss on sale of of non-current assets 184.0 111.6

Provisions for pensions and similar obligations 18.1 13.9

Gains from disposal of financial assets -85.3 -81.6

Unrealised translation difference -209.5 90.5

Share of earnings of associated companies 19.5 10.5

SEKm -58.4 152.9

                                     Non cash-flow

CHANGE IN INTEREST-BEARING LIABILITIES
Opening Balance 

2018 Cash Flow
Translation  
difference Revaluation

Closing Balance 
2018

Bank loans 3,107.6 196.5 85.1 6.2 3,395.4

Convertible bond 985.5 3.9 989.4

SEKm 4,093.1 196.5 85.1 10.1 4,384.8

NOT 47 EVENTS AFTER CLOSING DATE
Recipharm AB (publ) announced on February 14 that all fifteen of its 
facilities outlined in its investment plan are now fully prepared for drug 
serialisation and have delivered serialised batches within Europe ahead 
of the February 9th deadline. Recipharm decided on February 20 to 
 discontinue the operations in Ashton-under-Lyne, UK.
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The undersigned hereby assure that the consolidated accounts and annual report were prepared as per International Financial 
Reporting Standards (IFRS) as adopted by the EU, and generally accepted accounting principles, respectively and provide a true 
and fair view of the development of the Grouṕ s and parent companý s position and performance, and that the administration 
report provides a true and fair view of the development of the Group̀ s and parent companý s operations, position and perfor-
mance as well as describes material risks and uncertainties faced by the companies that are part of the Group. The income 
 statements and balance sheets of the parent company and the Group are subject to adoption by the Annual General Meeting  
on 13 May 2019.

Stockholm, 8 April 2019

Thomas Eldered
CEO

Lars Backsell
Chairman

Carlos von Bonhorst
Board member

Anders G Carlberg
Board member

Olle Christenson
Board member,  

employee representative

Marianne Dicander Alexandersson
Board member

Helena Levander
Board member

Wenche Rolfsen
Board member

Our audit report is issued 8 April 2019

 

Ernst & Young AB

Jennifer Rock-Baley
Authorised public accountant
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AUDITOR'S REPORT

To the general meeting of the shareholders of Recipharm AB 
(publ), corporate identity number 556498-8425 

REPORT ON THE ANNUAL ACCOUNTS AND CONSOLIDATED 
ACCOUNTS
Opinions 
We have audited the annual accounts and consolidated accounts of 
Recipharm AB (publ) except for the corporate governance statement 
on pages 37-39. The annual accounts and consolidated accounts of the 
company are included on pages 33-86 in this document.

In our opinion, the annual accounts have been prepared in accord-
ance with the Annual Accounts Act and present fairly, in all  material 
respects, the financial position of the parent company as of 31st 
December 2018 and its financial performance and cash flow for the 
year then ended in accordance with the Annual Accounts Act. The con-
solidated accounts have been prepared in accordance with the Annual 
Accounts Act and present fairly, in all material respects, the financial 
position of the group as of 31st December 2018 and their financial 
performance and cash flow for the year then ended in accordance with 
International Financial Reporting Standards (IFRS), as adopted by the 
EU, and the Annual Accounts Act. Our opinions do not cover the corpo-
rate governance statement on pages 37-39. The statutory administra-
tion report is consistent with the other parts of the annual accounts 
and consolidated accounts.

We therefore recommend that the general meeting of sharehold-
ers adopts the income statement and balance sheet for the parent 
 company and the group.

Our opinions in this report on the annual accounts and consolidated 
accounts are consistent with the content of the additional report 
that has been submitted to the parent company's audit committee in 
accordance with the Audit Regulation (537/2014) Article 11.

Basis for Opinions
We conducted our audit in accordance with International Standards on 
Auditing (ISA) and generally accepted auditing standards in  Sweden. 
Our responsibilities under those standards are further described in 
the Auditor’s Responsibilities section. We are independent of the 
 parent company and the group in accordance with professional  ethics 
for accountants in Sweden and have otherwise fulfilled our ethical 
 responsibilities in accordance with these requirements. This includes 
that, based on the best of our knowledge and belief, no prohibited 
 services referred to in the Audit Regulation (537/2014) Article 5.1 have 
been provided to the audited company or, where applicable, its parent 
 company or its controlled companies within the EU.

We believe that the audit evidence we have obtained is sufficient and 
appropriate to provide a basis for our opinions.

Key Audit Matters
Key audit matters of the audit are those matters that, in our profes-
sional judgment, were of most significance in our audit of the annual 
accounts and consolidated accounts of the current period. These mat-
ters were addressed in the context of our audit of, and in forming our 
opinion thereon, the annual accounts and consolidated accounts as 
a whole, but we do not provide a separate opinion on these matters. 
For each matter below, our description of how our audit addressed the 
matter is provided in that context. 

We have fulfilled the responsibilities described in the Auditor’s respon-
sibilities for the audit of the financial statements section of our report, 
including in relation to these matters. Accordingly, our audit included 
the performance of procedures designed to respond to our assessment 
of the risks of material misstatement of the financial statements. The 
results of our audit procedures, including the procedures performed to 
address the matters below, provide the basis for our audit opinion on 
the accompanying financial statements. 

Revenue Accounting
Description How our audit addressed this key audit matter

Revenues for 2018 amounted to 6 658 MSEK generated from the sale 
of goods and services. Principles for revenue recognition are described 
in Note 1. Revenues from the sales of products are recognised when 
they are delivered, which is when the risk and control is  transferred 
to the customer, and the sale of services is recognised in the period 
in which they are performed. Revenue recognition in some cases 
requires the Company to make estimations for various forms of 
 volume-based rebates and risks of return. Given that elements of 
 revenue recognition contain judgements made by the Company,  
we have assessed this to be a key audit matter.

Our review has included performing analytical procedures, review of 
contracts and sample testing of accruals in connection with the financi-
al statements to evaluate the relevance in accounting for revenue. We 
have particularly focused on the review of more comprehensive and 
complex contracts. 

We have audited the Company’s assessment of contracts with complex 
conditions attached to the volume-based rebates and returns.
We have assessed whether the information disclosed in the financial 
statements is appropriate.

Goodwill - Valuation 
Description How our audit addressed this key audit matter

Goodwill accounted for 2 598 MSEK in the Statement of Financial 
 Position for the group as of 31 December 2018, corresponding to  
20,4 % of the Company’s total assets. Goodwill have arised through 
acquisitions made by the Company. 

As stated in Note 1, an impairment test is performed annually, or 
whenever there is an indication of impairment. Goodwill is allocated to 
cash-generating units and in the case the carrying value exceeds the 
estimated recoverable amount, the asset is amortised to its recove-
rable amount. Note 18 shows that the recoverable amount consists 
of an estimated value in use and that the assessment of the value 
in use is based on the Group’s five-year business forecast for each 
cash- generating unit. Central key assumptions in these calculations 
are future growth, gross profit and discount rate. The Company’s 
determination of the key assumptions are based on a reflection of past 
experiences and projections of the future.

As a result of the assessments and assumptions required in determi-
ning the value in use, we have assessed the valuation of goodwill as a 
key audit matter.

In our audit, we evaluated the Company’s process for performing the 
impairment test. We have examined how the cash-generating units 
are identified against established criteria and compared this to how 
the Company internally monitors goodwill. We have evaluated the 
 Company’s valuation methods and calculation models and made com-
parisons with historical results and the accuracy of previous forecasts. 
Furthermore, we have, with help from our internal valuation experts, 
assessed the reasonableness of the assumptions and performed a 
 sensitivity analysis for changes in these assumptions as well as asses-
sed the reasonableness of the discount rate and long-term growth. 

We have assessed whether the information disclosed in the financial 
statements is appropriate.
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Purchase price allocation
Description How our audit addressed this key audit matter

During 2018 the Company acquired the manufacturing site in Holmes 
Chapel (United Kingdom).

Allocation of purchase price is made by identifying acquired assets 
and liabilities and valuing them at fair value based on valuation models 
applicable for the asset. After allocation to identifiable assets and 
liabilities, the remainder of the purchase price has been allocated to 
goodwill. As the process of identifying and valuing assets and liabilities 
in acquisition analyses includes assessments and complex valuation 
models, we have assessed this to be a particularly significant area in 
the audit.

In our audit we have evaluated and reviewed the company’s proces-
ses for preparing the acquisition analysis and the allocation of any 
surplus values. We have, among other things, evaluated the compa-
ny’s choice of valuation methods for identifiable assets and liabilities 
and reconciled the data in the models to underlying documentation. 
Furthermore we have, with support from our valuation experts, 
assessed the reasonableness in the key assumptions regarding, for 
example, discount rate, future cash flows and future growth. Our 
audit procedures have also consisted of a review of both the purchase 
agreement and the closing balance sheet at the acquisition date. 

Finally we have evaluated the appropriateness of the disclosures 
made in the financial statements.

Other Information than the annual accounts and  
consolidated accounts
This document also contains other information than the annual 
accounts and consolidated accounts and is found on pages 88-98. The 
Board of Directors and the Managing Director are responsible for this 
other information. 

Our opinion on the annual accounts and consolidated accounts does 
not cover this other information and we do not express any form of 
assurance conclusion regarding this other information.

In connection with our audit of the annual accounts and consolidated 
accounts, our responsibility is to read the information identified above 
and consider whether the information is materially inconsistent with 
the annual accounts and consolidated accounts. In this procedure we 
also take into account our knowledge otherwise obtained in the audit 
and assess whether the information otherwise appears to be materi-
ally misstated.

If we, based on the work performed concerning this information, con-
clude that there is a material misstatement of this other information, 
we are required to report that fact. We have nothing to report in this 
regard.

Responsibilities of the Board of Directors and the Managing 
Director
The Board of Directors and the Managing Director are responsible for 
the preparation of the annual accounts and consolidated accounts 
and that they give a fair presentation in accordance with the Annual 
Accounts Act and, concerning the consolidated accounts, in accord-
ance with IFRS as adopted by the EU. The Board of Directors and 
the Managing Director are also responsible for such internal control 
as they determine is necessary to enable the preparation of annual 
accounts and consolidated accounts that are free from material mis-
statement, whether due to fraud or error.

In preparing the annual accounts and consolidated accounts, The 
Board of Directors and the Managing Director are responsible for the 
assessment of the company’s and the group’s ability to continue as a 
going concern. They disclose, as applicable, matters related to going 
concern and using the going concern basis of accounting. The going 
concern basis of accounting is however not applied if the Board of 
Directors and the Managing Director intends to liquidate the company, 
to cease operations, or has no realistic alternative but to do so.

The Audit Committee shall, without prejudice to the Board of Director’s 
responsibilities and tasks in general, among other things oversee the 
company’s financial reporting process.

Auditor’s responsibility
Our objectives are to obtain reasonable assurance about whether the 
annual accounts and consolidated accounts as a whole are free from 
material misstatement, whether due to fraud or error, and to issue an 
auditor’s report that includes our opinions. Reasonable assurance is a 
high level of assurance, but is not a guarantee that an audit conducted 
in accordance with ISAs and generally accepted auditing standards in 
Sweden will always detect a material misstatement when it exists. Mis-
statements can arise from fraud or error and are considered material 

if, individually or in the aggregate, they could reasonably be expected 
to influence the economic decisions of users taken on the basis of 
these annual accounts and consolidated accounts.

As part of an audit in accordance with ISAs, we exercise professional 
judgment and maintain professional scepticism throughout the audit. 
We also:

• Identify and assess the risks of material misstatement of the 
annual accounts and consolidated accounts, whether due to fraud 
or error, design and perform audit procedures responsive to those 
risks, and obtain audit evidence that is sufficient and appropri-
ate to provide a basis for our opinions. The risk of not detecting 
a material misstatement resulting from fraud is higher than for 
one resulting from error, as fraud may involve collusion, forgery, 
intentional omissions, misrepresentations, or the override of 
internal control.

• Obtain an understanding of the company’s internal control rel-
evant to our audit in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the company’s inter-
nal control. 

• Evaluate the appropriateness of accounting policies used and the 
reasonableness of accounting estimates and related disclosures 
made by the Board of Directors and the Managing Director. 

• Conclude on the appropriateness of the Board of Directors’ and 
the Managing Director’s use of the going concern basis of account-
ing in preparing the annual accounts and consolidated accounts. 
We also draw a conclusion, based on the audit evidence obtained, 
as to whether any material uncertainty exists related to events or 
conditions that may cast significant doubt on the company’s and 
the group’s ability to continue as a going concern. If we conclude 
that a material uncertainty exists, we are required to draw atten-
tion in our auditor’s report to the related disclosures in the annual 
accounts and consolidated accounts or, if such disclosures are 
inadequate, to modify our opinion about the annual accounts and 
consolidated accounts. Our conclusions are based on the audit 
evidence obtained up to the date of our auditor’s report. However, 
future events or conditions may cause a company and a group to 
cease to continue as a going concern.

• Evaluate the overall presentation, structure and content of the 
annual accounts and consolidated accounts, including the dis-
closures, and whether the annual accounts and consolidated 
accounts represent the underlying transactions and events in a 
manner that achieves fair presentation.

• Obtain sufficient and appropriate audit evidence regarding the 
financial information of the entities or business activities within 
the group to express an opinion on the consolidated accounts. We 
are responsible for the direction, supervision and performance of 
the group audit. We remain solely responsible for our opinions. 

We must inform the Board of Directors of, among other matters, the 
planned scope and timing of the audit. We must also inform of signifi-
cant audit findings during our audit, including any significant deficien-
cies in internal control that we identified.
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We must also provide the Board of Directors with a statement that we 
have complied with relevant ethical requirements regarding independ-
ence, and to communicate with them all relationships and other  matters 
that may reasonably be thought to bear on our independence, and 
where applicable, related safeguards.

From the matters communicated with the Board of Directors, we deter-
mine those matters that were of most significance in the audit of the 
annual accounts and consolidated accounts, including the most impor-
tant assessed risks for material misstatement, and are therefore the 
key audit matters. We describe these matters in the auditor’s report 
unless law or regulation precludes disclosure about the matter. 

REPORT ON OTHER LEGAL AND  
REGULATORY REQUIREMENTS 
Opinions
In addition to our audit of the annual accounts and consolidated 
accounts, we have also audited the administration of the Board of 
 Directors and the Managing Director of Recipharm AB (publ) for the year 
2018 and the proposed appropriations of the company’s profit or loss.

We recommend to the general meeting of shareholders that the profit 
be appropriated in accordance with the proposal in the statutory admin-
istration report and that the members of the Board of Directors and the 
Managing Director be discharged from liability for the financial year.

Basis for opinions
We conducted the audit in accordance with generally accepted auditing 
standards in Sweden. Our responsibilities under those standards are 
further described in the Auditor’s Responsibilities section. We are inde-
pendent of the parent company and the group in accordance with pro-
fessional ethics for accountants in Sweden and have otherwise fulfilled 
our ethical responsibilities in accordance with these requirements.

We believe that the audit evidence we have obtained is sufficient and 
appropriate to provide a basis for our opinions.

Responsibilities of the Board of Directors  
and the Managing Director
The Board of Directors is responsible for the proposal for appropria-
tions of the company’s profit or loss. At the proposal of a dividend, this 
includes an assessment of whether the dividend is justifiable consid-
ering the requirements which the company's and the group’s type of 
operations, size and risks place on the size of the parent company's and 
the group’s equity, consolidation requirements, liquidity and position in 
general.

The Board of Directors is responsible for the company’s organization 
and the administration of the company’s affairs. This includes among 
other things continuous assessment of the company’s and the group’s 
financial situation and ensuring that the company's organization is 
designed so that the accounting, management of assets and the com-
pany’s financial affairs otherwise are controlled in a reassuring manner. 
The Managing Director shall manage the ongoing administration accord-
ing to the Board of Directors’ guidelines and instructions and among 
other matters take measures that are necessary to fulfill the compa-
ny’s accounting in accordance with law and handle the management of 
assets in a reassuring manner.

Auditor’s responsibility
Our objective concerning the audit of the administration, and thereby 
our opinion about discharge from liability, is to obtain audit evidence to 
assess with a reasonable degree of assurance whether any member of 
the Board of Directors or the Managing Director in any material respect:

• has undertaken any action or been guilty of any omission which 
can give rise to liability to the company, or

• in any other way has acted in contravention of the Companies 
Act, the Annual Accounts Act or the Articles of Association.

Our objective concerning the audit of the proposed appropriations of 
the company’s profit or loss, and thereby our opinion about this, is to 
assess with reasonable degree of assurance whether the proposal is 
in accordance with the Companies Act.

Reasonable assurance is a high level of assurance, but is not a 
 guarantee that an audit conducted in accordance with generally 
accepted auditing standards in Sweden will always detect actions or 
omissions that can give rise to liability to the company, or that the 
proposed appropriations of the company’s profit or loss are not in 
accordance with the Companies Act.

As part of an audit in accordance with generally accepted auditing 
standards in Sweden, we exercise professional judgment and main-
tain professional scepticism throughout the audit. The examination 
of the administration and the proposed appropriations of the com-
pany’s profit or loss is based primarily on the audit of the accounts. 
Additional audit procedures performed are based on our professional 
judgment with starting point in risk and materiality. This means that 
we focus the examination on such actions, areas and relationships 
that are material for the operations and where deviations and viola-
tions would have particular importance for the company’s situation. 
We examine and test decisions undertaken, support for decisions, 
actions taken and other circumstances that are relevant to our opin-
ion concerning discharge from liability. As a basis for our opinion on 
the Board of Directors’ proposed appropriations of the company’s 
profit or loss we examined whether the proposal is in accordance with 
the Companies Act.

The auditor’s examination of the  
corporate governance statement
The Board of Directors is responsible for that the corporate govern-
ance statement on pages 37-39 has been prepared in accordance 
with the Annual Accounts Act.

Our examination of the corporate governance statement is conducted 
in accordance with FAR ś auditing standard RevU 16 The auditor ś 
examination of the corporate governance statement. This means that 
our examination of the corporate governance statement is different 
and substantially less in scope than an audit conducted in accord-
ance with International Standards on Auditing and generally accepted 
auditing standards in Sweden. We believe that the examination has 
provided us with sufficient basis for our opinions.

A corporate governance statement has been prepared. Disclosures in 
accordance with chapter 6 section 6 the second paragraph points 2-6 
of the Annual Accounts Act and chapter 7 section 31 the second para-
graph the same law are consistent with the other parts of the annual 
accounts and consolidated accounts and are in accordance with the 
Annual Accounts Act.

Stockholm, 8th April 2019 
Ernst & Young AB

Jennifer Rock-Baley 
Authorized Public Accountant
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1) Includes holdings of close relatives and legal entities.
2) Holdings from 2019-02-22.

GROUP 
MANAGEMENT

THOMAS ELDERED
Born 1960
Position: Chief Executive Officer
Education: M.Sc. in Industrial 
and Management Engineering, 
Linköping Institute of Technology, 
1985
Experience: CEO, Recipharm AB 
since 2008; Vice President, Recip 
AB 1995-2007; Factory Manager, 
Pharmacia 1990-1995
Other assignments: Chairman 
of the Board of Cobra Biologics 
Holding AB; Board member of 
Chromafora AB, Flerie Invest AB, 
Kahr Medical Ltd, Provell Pharma-
ceutical LLC, Sixera Pharma AB; 
deputy Board member of Symcel 
AB and Empros Pharma AB; 
Member of the Royal  Academy of 
Engineering Sciences (IVA)
Holding: 7,611,429 shares of 
series A and 3,070,428 shares of 
series B1)

KJELL JOHANSSON 
Born 1956
Position: President, 
 Manufacturing Services Europe
Employed since: 2011
Education: M.Sc. in Chemical 
Engineering, Lund Institute of 
Tech nology; B.Sc., Stockholm 
University 1987
Experience: Management 
consultant 2008-2011; VP Global 
Supply Chain 2004-2008; VP 
Manufacturing 1989-2004,  
AstraZeneca
Holding: 53,385 shares of  
series B1)

MARK QUICK 
Born 1966
Position: Executive Vice 
President, Corporate 
Development 
Employed since: 2006
Education: B.Sc. (Hons) in 
Industrial Studies, Nottingham 
Trent University, 1988; MBA, 
Open University, 2005
Experience: Head of Business 
Development, Celltech Manufac-
turing Services, 2000-2006
Holding: 30,189 shares of  
series B1)

JONAS LEJONTAND 
Born 1978
Position: Vice President,  
Human Resources 
Employed since: 1999
Education: B.Sc. in Human 
Resources Management, Uppsala 
University, 2004
Experience: Senior management 
Recipharm
Holding: 4,474 shares of  
series B1)

TOBIAS HÄGGLÖV 
Born 1978
Position: Chief Financial Officer
Employed since: 2018
Education: M.Sc. in Industrial 
Engineering and Business, Royal 
Institute of Technology 2004; 
M.Sc. in Science, Business 
Administration and Economics, 
Stockholm University 2004; 
Certified European Financial 
Analyst (CEFA) Holder, Stockholm 
School of Economics 2010
Experience: CFO, LEAX Group 
2017-2018; Head of Group 
Business Control, Electrolux 
2012-2017; Chief Business 
Analyst, Electrolux 2008-2012; 
Manager Investor Relations, 
Scandinavian Airlines 2007-2008; 
Strategy Consultant, Accenture 
2005-2007
Holding: 2,000 shares of  
series B2)



Introduction Strategy & targets SustainabilityMarket Operations Annual report

91Recipharm Annual Report 2018

1) Includes holdings of close relatives and legal entities.

KENTH BERG 
Born 1959
Position: Vice President 
 Business Management
Employed since: 1997
Education: Market economist 
EFL, Lund University, 1989
Experience: Leading marketing 
positions at Ivers-Lee and 
Inpac AB 1988-1997; Senior 
management Recipharm
Holding: 24,610 shares of  
series B1)

THOMAS BECK 
Born 1969
Position: Senior Vice President, 
Quality Management 
Employed since: 2010
Education: M.Sc. in Chemical 
Engineering, Royal Institute 
of Technology, Accreditation 
as Qualified Person, Uppsala 
University
Experience: Director QA/QC, 
Qualified Person Recipharm 
Stockholm 2010–2015; Associate 
Director QA AstraZeneca R&D 
2006–2010; Director QA, 
AstraZeneca Sweden Operations 
2004–2006; positions in 
Engineering, Manufacturing and 
Development at Pharmacia and 
AstraZeneca 1996-2004
Holding: 776 shares of series B1)

ERIK HAEFFLER 
Born 1967
Position: Vice President, 
 Manufacturing Services and  
Head of Sustainability 
Employed since: 2015
Education: B.A. in 
Communication Studies, 
Stockholm University 1992
Experience: EVP Supply 
Chain and Manufacturing 
2009-2014, Meda AB; Director 
European Supply Chain 2007-
2009, AstraZeneca; Various 
manufacturing and supply chain 
roles 1992-2007, AstraZeneca 
Holding: 1,200 shares of  
series B1)

JEAN-FRANÇOIS  
HILAIRE
Born 1964
Position: Executive Vice 
President, Strategy and Global 
Integration
Employed since: 2015
Education: Doctor of Pharmacy, 
University of Bordeaux, General 
Management programme at 
CEDEP (Campus INSEAD, 
Fontainebleau)
Experience: Director Manufac-
turing Network Optimisation Ab-
bott; EVP Solvay; GM Germany 
and Eastern Europe Laboratoires 
Fournier
Holding: 14,000 shares of  
series B1)

BERNARD PLUTA
Born 1964
Position: President, Development 
Services
Employed since: 2015
Education: Industrial Engineer, 
French Grande Ecole of Arts 
and Métiers ParisTech, France; 
Executive MBA, Ashridge Business 
School, UK
Experience: General Manager Re-
cipharm Pessac 2015-2017; CDMO 
Consulting 2014; Senior Director 
Strategic Alliances Teva 2011-
2013; Executive Director Ther-
amex Merck Serono 2007-2011; 
Senior Management Theramex 
2001-2006; Industrial Engineering, 
Assystem, 1990-2000
Holding: 0 shares
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BOARD OF 
DIRECTORS

ANDERS G. CARLBERG 
Born 1943
Position: Board member since 
1995; Chairman of the Audit 
Committee
Education: MBA, Lund 
 University, 1968
Experience: President and CEO 
Axel Johnson International AB 
1993-2008, Nobel Industries, JS 
Saba; Vice President SSAB
Other assignments: Chairman 
of the Board Herenco AB, Gränges 
AB; Board member of AxFast AB, 
Beijer-Alma AB, Investmentaktie-
bolaget Latour; owner of the sole 
proprietorship Närlunda Säteri
Holding: 60,008 shares of  
series B1)

LARS BACKSELL 
Born 1952
Position: Chairman of the 
Board; Board member since 
1994; Chairman of the Remuner-
ation Committee; member of the 
Audit Committee 
Education: B.Sc., Stockholm 
School of Economics, 1978; AMP 
Insead, France, 1989
Experience: CEO Recip AB 
1995-2007; Business Area Man-
ager OTC Pharmacia AB 1991-
1995; Sales Director Coloplast 
A/S 1986-1991; General Manager 
Coloplast AB 1981-1985; Control-
ler Hovås Invest 1978-1980
Other assignments: Chairman 
of the Board, B&E Participation 
AB, B&E Invest AB, Cajelo AB, 
Cajelo Invest AB, Recipharmfas-
tigheter AB, Entreprenörskaps-
forum; Board member Rohirrim 
AB and Cajelo Invest Ltd; Fellow 
of Royal Academy of Engineering 
Sciences
Holding: 7,611,429 shares of 
series A and 40,460 shares of 
series B1)

MARIANNE DICANDER  
ALEXANDERSSON 
Born 1959
Position: Board member since 
2014; member of the  
Remuneration Committee
Education: M.Sc. in Chemical  
Engineering, Chalmers Institute 
of Technology, Gothenburg, 1983
Experience: CEO Global Health 
Partner AB, Sixth Swedish 
National Pension Fund (Sjätte 
AP-fonden), Kronans Droghandel 
AB; Vice President Apoteket AB; 
 experience from quality manage-
ment and market development 
from several industry sectors
Other assignments: Founder 
and Chairman of the Board MDA 
Management AB; Chairman of the 
Board Sahlgrenska Science Park, 
Royal Swedish Academy of Engi-
neering Sciences west section; 
Board member of Camurus AB, 
Enzymatica AB, Addera Care AB, 
Promore AB, Praktikertjänst AB; 
member of the representative 
assembly of Skandia, The Dental 
and Pharmaceutical Benefits 
Agency (TLV) insights council
Holding: 4,800 shares of  
series B1)

1) Includes holdings of close relatives and legal entities.
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THOMAS ELDERED
Born 1960
Position: CEO; Board member 
since 1994
Education: M.Sc. in Industrial 
and Management Engineering, 
Linköping Institute of Technology, 
1985
Experience: CEO, Recipharm AB 
since 2008; Vice President, Recip 
AB 1995-2007; Factory Manager, 
Pharmacia 1990-1995
Other assignments: Chairman 
of the Board of Cobra Biologics 
Holding AB; Board member of 
Chromafora AB, Flerie Invest AB, 
Kahr Medical Ltd, Provell Pharma-
ceutical LLC, Sixera Pharma AB; 
deputy Board member of Symcel 
AB and Empros Pharma AB; 
Member of the Royal Academy of 
Engineering Sciences (IVA)
Holding: 7,611,429 shares of 
series A and 3,070,428 shares of 
series B1)

CARLOS  
VON BONHORST 
Born 1957
Position: Board member since 
2015
Education: Medical Doctor, Clas-
sical University, Lisbon, Portugal, 
1981
Experience: Consultant to 
the Board/top management of 
Irish, Japanese, Portuguese and 
Swiss companies; Research & 
Innovation programs advisor 
and evaluator in the fields of Life 
Sciences, Health, Nanotechnolo-
gies and Emerging Technologies 
to Belgium (Federal and Wal-
loon), French, Italian and Polish 
governments, companies and 
international institutions such 
as the European Commission, 
Sweden Bio, ARVO (US), AAAS 
(US) and EVI (BE); Owner of a 
technology transfer office;  
Former Board member of 
pharmaceutical, chemical and 
investment companies in Ireland 
and Belgium, former Corporate 
Development Director of Helsinn 
(CH)
Holding: 1,000 shares of  
series B1)

HELENA LEVANDER 
Born 1957 
Position: Board member since 
2016; member of the Audit 
Committee
Education: M.Sc. (Econ), Stock-
holm School of Economics 
Experience: Founder and CEO 
Nordic Investor Services AB; CEO 
Odin Fonder, Neonet Securities 
AB; Senior Equity Fund Manager, 
Nordea Asset Management; 
Background with SEB
Other assignments: Chair-
man of the Board Ativo Finans 
AB, Nordic Investor Services 
AB; Board member of Concor-
dia Maritime AB, Medivir AB, 
Stendörren Fastigheter AB, 
Rejlers AB; Lannebo Fonder
Holding: 3,000 shares of  
series B1)

WENCHE ROLFSEN 
Born 1952
Position: Board member since 
2016
Education: Ph.D. Pharmaceuti-
cal Faculty, Uppsala University
Experience: Adjunct Professor 
Pharmaceutical Faculty, Uppsala 
University since 2002; Head of 
Pharmacology at Pharmacia and 
Upjohn; VP clinical trials Quintiles 
Europe; CEO of Scandinavian 
Quintiles organisation
Other assignments: Chairman 
of the Board of Index Holding 
AB, BioArctic AB; Board member 
of Swedish Match AB; Board 
member and CEO of Rolfsen 
Consulting AB
Holding: 875 shares of series B1)

OLLE CHRISTENSON 
Born 1956
Position: Board member/ 
Employee representative since 
1995
Holding: 3,891 shares of  
series B1)

1) Includes holdings of close relatives and legal entities.
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The share

THE RECIPHARM SHARE 2018

The Recipharm B-share has been listed on NASDAQ Stockholm since 
April 2014. Recipharm is included in the Mid Cap segment and is 
 classi fied as a company in the Healthcare sector. Recipharm had a 
market value of SEK 7,672 million at the end of 2018. Recipharm’s 
B-share price was SEK 113.20 as of 31 December 2018. The Stockholm 
Stock Exchange had a negative development of approximately 8.5 per 
cent in 2018. The Recipharm B-share peaked at SEK 168.00 in July, 
while the lowest price of SEK 82.80 occurred in February.

Share capital and number of shares
The share capital at the end of the year was SEK 33.9 million distri-
buted on 67,775,793 shares, of which 15,222,858 are not publicly 
listed A-shares, 52,182,935 B-shares and 370,000 D-shares. D-shares 
are used for the share savings program and will be converted into 
B-shares when distributed. The class A-share has ten votes per share 
and the class B-share has one vote per share. Par value per share 
is SEK 0.50. Two new issue of shares were completed during 2018 
 generating 4,558,261 additional B-shares.

The share’s turnover
During 2018 a total of 54.8 million shares were traded at a value of 
SEK 7,090.4 million. This represents a turnover for the share stock of 
0.8 last year. An average of 914 trades in Recipharm B-shares were 
executed every day.

Dividend and dividend policy
Recipharm’s long-term dividend policy means that the divided shall 
correspond to 30-50 per cent of profit after taxes. For the business 
year 2018, the Board proposes a dividend of SEK 1.25 per share  
(no dividend was distributed for 2017), amounting to SEK 84,2 million 
equivalent to 52.7 per cent of the net profit. 

Owner structure 
At the end of 2018 Recipharm had about 5,300 shareholders, where 
the Swedish shareholders accounted to 77.9 per cent of the capital 
and 92.7 per cent of the votes. The Recipharm A-shares are owned by 
Flerie Participation AB and Cajelo Invest Limited, where the compa-
nies are owned by the founders, who are also CEO and the Chairman 
of Recipharm. 

Shareholder information 
Recipharm provides information for shareholders and the public 
through several channels. Information published in the form of annual 
reports, interim reports and press releases are regularly posted on 
www.recipharm.com. Presentation material from presentations of 
interim reports for journalists and analysts are also available for 
download. The website is the main channel for the Annual Report, for 
which reason the report is not sent to shareholders unless specifically 
requested.

SHARE DEVELOPMENT AND TURNOVER 2018.01.01–2018.12.30
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THE 10 LARGEST SHAREHOLDERS 
201812-31

SHARE ACTIVITY 2018

Date Share activity A shares B shares D shares TOTAL

Jan 1, 2018 Opening balance, number of shares 15,222,858 47,624,674 370,000 63,217,532

Jun 14, 2018 New share issue, direct 4,000,000 4,000,000

Jun 15, 2018 New share issue, payment in kind 558,261 558,261

Dec 31, 2018 Closing balance, number of shares 15,222,858 52,182,935 370,000 67,775,793

Shareholders Cap- % Vote- %

Thomas Eldered  
(Flerie Participation AB) 15.8 38.7

Lars Backsell  
(Cajelo Invest Limited) 11.3 37.2

Lannebo Fonder 8.8 2.9

Första AP-fonden 5.9 2.0

Fjärde AP-fonden 5.7 1.9

Kemfin Holdings Private Ltd 5.0 1.7

Gladiator 5.0 1.6

Didner & Gerge Fonder 3.2 1.0

SEB-Stiftelsen 3.1 1.0

Handelsbanken Fonder 3.1 1.0

Total 66.9 89.0

Other 33.1 11.0

Total 100.0 100.0

DISTRIBUTION OF SHARES  
2018-12-31

No. of shares
No. of  

shareholders Shares Shares (%)

1 - 500 3,849 608,721 0.9

501 - 1000 620 500,919 0.7

1001 - 5000 652 1,399,773 2.1

5001 - 10000 83 612,599 0.9

10001 - 50000 89 2,116,247 3.1

50001 - 53 56,976,986 84.1

Anonymous owners 5,560,548 8.2

Total 5,346 67,775,793 100.0

Ownership No. of shares Cap- % Vote- %

Swedish institutional 
owners 28,915,052 42.7 14.1

Swedish private persons 4,434,096 6.5 2.2

Foreign institutional 
 owners 5,213,596 7.7 2.5

Other shareholders 23,652,501 34.9 78.5

Anonymous owners 5,560,548 8.2 2.7

Total 67,775,793 100.0 100.0

DIVISION INTO TYPE OF OWNERSHIP 
2018-12-31
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Financial Definintions

FINANCIAL DEFINITIONS

NON-IFRS PERFORMANCE 
INDICATORS DEFINITION AND REASON FOR USE

Adjusted for non-recurring 
items

Ratio or amount for costs related to the discontinuing of manufacturing operations, as described in note 
34. 

Operating cash flow  
per share

Cash flow from operating activities (12 months) divided by the weighted average number of shares 
(12-month rolling basis)
Cash flow per share provides an indication of value; how much cash and cash equivalents each share 
generates 

Operating profit Operating profit before financial items and tax 
Operating profit shows the earnings from operations, including depreciation/amortisation and  
impairment losses

Operating margin Operating profit divided by net sales 
Measures the profitability of operations

EBITDA Profit before financial items, taxes, depreciation and amortisation, adjusted for non-recurring items
EBITDA shows operating profit, which is also used in combination with other data for measurement purposes

EBITDA margin Profit before financial items, taxes and depreciation divided by net sales 
The EBITDA margin shows operating profit in relation to net sales

Equity per share Shareholders’ equity on the balance-sheet date divided by the number of shares (balance-sheet date)
Equity per share shows the equity generated to the shareholders per share 

Equity/assets ratio Shareholders’ equity divided by total assets
The equity/assets ratio shows how much of total assets is financed using shareholders’ equity

Debt/equity ratio Interest-bearing liabilities divided by shareholder's equity 
The debt/equity ratio is an indication of financial strength, relationship between debt and equity

Net debt Interest-bearing liabilities less cash and cash equivalents
Net debt is calculated to show the net of interest-bearing liabilities and cash

Net debt/equity ratio Net debt divided by shareholders’ equity
The debt/equity ratio is an indication of financial strength, relationship between net debt and equity

Net debt in relation  
to EBITDA 

Net debt divided by EBITDA (rolling 12-month basis)
Net debt in relation to EBITDA shows the impact of and risk level for liabilities

Net margin Profit for the period divided by net sales
Net margin shows net profit for the period in relation to net sales for the period

Net sales (CER) CER:Constant Exchange Rates 
Net sales (CER) shows net sales without the impact of currency exchange rates and, in many cases, this 
comparison is a fairer measure

Operating capital  
(average)

Net debt plus shareholders’ equity (average opening and closing balance for the period)
Measures the use and efficiency of capital

Return on equity Profit for the year (12-month period) divided by average shareholders’ equity
Return on equity shows the return on the company’s equity

Return on operating capital Operating profit (12-month period) divided by average operating capital
Return on operating capital shows the return disregarding financial assets and financing

Non-interest-bearing  
liabilities 

Includes deferred tax liability
Measures non-interest-bearing liabilities

Interest-coverage ratio Operating profit plus financial income divided by financial expenses
Measures the company’s ability to cover its interest expenses

This report contains financial definitions in accordance with 
the framework applied by Recipharm for financial reporting, 
which is based on IFRS. There are also other key figures and 
performance indicators that are used to follow up, analyse and 
govern the operations, and to provide Recipharm’s stakehold-
ers with financial information on the Group’s financial position, 

earnings and performance in a consistent manner. These 
other key figures and performance indicators are regarded as 
necessary in order to monitor the development of the Group’s 
financial objectives. Here follows a list of the definitions of key 
figures and performance indicators that are used, referred to 
and presented in this report.
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NOTICE TO ATTEND THE ANNUAL GENERAL MEETING 
OF RECIPHARM AB (PUBL)

The shareholders in Recipharm AB (publ),  
reg. no. 556498-8425, are hereby invited to attend the 
annual general meeting (“AGM”) to be held on Monday 13th 
May 2019 at 15.00 at Ingenjörsvetenskapsakademien, Grev 
Turegatan 16 in Stockholm, Sweden. The notice to attend 
the AGM has been published in the Swedish Gazette  
(Sw. Post- och Inrikes Tidningar) and is also available at  
the Company’s website, www.recipharm.com. 

Notification to attend etc.
Shareholders who wish to attend the AGM must: be recorded 
in the share register kept by Euroclear Sweden AB no later 
than on Tuesday 7th May of 2019; and notify the company of 
their intention to attend the AGM at the latest by Wednesday 
8th of May 2019. Notification to participate in the AGM must 
be in writing via the booking form available on the compa-
ny’s website www.recipharm.com or by e-mail to AGM2019@
recipharm.com. Notification can also be made by telephone at 
+46-8-602 45 44. The notification shall state name, personal 
identification number/company registration number, address, 
telephone number and number of shares held; and in case 
proxy will be used, the full name of the attorney in fact. 

In order to be entitled to participate in the meeting,  
shareholders who hold their shares through nominees 
(Sw. förvaltare) must request a temporary registration of 
the shares in their own name, with Euroclear Sweden AB. 
Shareholders who wishes to obtain such registration must 
contact the nominee regarding this well in advance of 7th of 
May 2019.

Documentation etc.
The complete notice to attend the AGM, proxy forms for 
shareholders who wants to participate by proxy and other 
documentation related to the AGM is available at the com-
pany’s website, www.recipharm.com, and will be sent free 
of charge to shareholders who so request and provide their 
postal address. Such request can be sent via email or by 
mail at the addresses set out above.

Stockholm in April 2019

RECIPHARM AB (publ)

The Board of Directors



GLOSSARY

API – Active Pharmaceutical Ingredient 
– is the ingredient in a pharmaceutical 
drug that is biologically active.

Batch – a manufacturing order (or part 
thereof).

BFS - Blow-fill-seal technology -  
a manufacturing technique used to 
produce liquid-filled containers. The 
container is formed, filled, and sealed 
in a continuous process without human 
intervention, in a sterile enclosed area 
inside a machine.

Big Pharma – large companies that 
are usually active throughout the whole 
value chain, including development, 
manufacturing, marketing and sales  
of pharmaceutical products. 

Bioanalysis – chemical analysis in 
samples of biological origin e.g blood 
plasma, faeces or urine.

CAGR – Compound annual growth -  
is the mean annual growth rate of an 
investment over a specified period of 
time longer than one year.

CDMO – Contract Development and 
Manufacturing Organisation – a supplier 
of development and manufacturing ser-
vices in the pharmaceutical industry.

CDP – formerly the Carbon Disclosure Proj-
ect – runs the global disclosure system 
that enables companies, cities, states 
and regions to measure and manage 
their environmental impacts.

cGMP – Current good manufacturing 
practices – The main regulatory standard 
for ensuring pharmaceutical quality in 
human pharmaceuticals.

CMC – Chemistry, Manufacturing and 
Controls - regulatory guidance and sup-
port for the development of documents 
for a product’s Chemistry, Manufactur-
ing and Controls.

CMO – Contract Manufacturing Organ-
isation – a supplier of manufacturing 
services in the pharmaceutical industry.

Controlled release – a term meaning 
that the dosage form (eg. a tablet) is 
designed to release the active ingredi-
ent in a special way, e.g. slowly in order 
to give an extended effect.

CSR – Corporate Social Responsibility 
– a self-regulatory mechanism whereby 
a business monitors and ensures its 
active compliance with the spirit of the 
law, ethical standards and national or 
international norms.

CTM – Clinical Trial Manufacturing –  
early phase clinical testing and certifi-
cation service to meet customer require-
ments. 

DPI - Dry Powder Inhalers

Drug delivery methods – methods 
applied in order to make sure that the 
right amount of drug reaches the right 
organ at the right time. 

Emerging pharma – smaller pharma-
ceutical companies with no or few 
drugs on the market, usually with drugs 
candidates that are in the process of 
regulatory approval.

Formulation development – the 
process in which different  chemical 
substances, including the active 
 pharmaceutical ingredient, are com-
bined to a final medical product.

Generic companies – Companies that 
produce cheaper copies of non-patented 
drugs to gain market share from com-
petitors by price, i.e. they are looking 
for low manufacturing prices.

GLP – Good Laboratory Practise –  
a quality management system for the 
process and the conditions under which 
non-clinical safety studies are planned, 
performed, monitored, recorded, 
 archived and reported. 

GMP – Good Manufacturing Practise – 
the practices required in order to con-
form to the guidelines recommended 
by agencies that control authorisation 
and licensing for manufacture and sale 
of food, drug products, and active phar-
maceutical products.

GRI – Global Reporting Initiative –  
a reporting standard that helps busi-
nesses and governments worldwide 
understand and communicate their 
impact on critical sustainability issues 
such as climate change, human rights, 
governance and social well-being.

HPAPI - finished dosage form

Injectables – a drug or medicine that 
can be injected.

ILO – International Labour Organisation 
– is a United Nations agency dealing 
with labour problems, particularly inter-
national labour standards, social protec-
tion, and work opportunities for all.

IP – Intellectual Property – a term used 
for products rights including technolo-
gies, drug delivery methods and drug 
master files. IP is protected by law e.g. 
by patents. 

ISO 14001 – is an internationally  
accepted standard, which forms the 
 basis for environmental management, 
and can be used in all types of organisa-
tions in all types of industries.

Lyophilisation – freeze drying of phar-
maceuticals.

MAH – Marketing Authorisation Holder - 
is a marketing authorisation that allows 
the holder to market a specific  medicinal 
product, in one or more EU member 
states. 

MDI - Metered Dose Inhalers 

Niche pharma – Pharmaceutical  
companies focused on special areas. 

OHSAS 18000 – is an  internationally 
applied British series of standards 
 forming the basis for a work environ-
ment management system. 

OTC – Over-the-counter – drugs or 
medicines sold directly to a consumer 
without a prescription from a healthcare 
professional, as opposed to prescription 
drugs, which may be sold only to con-
sumers possessing a valid prescription.

R&D – Research and Development 
–  refers to innovative activities under-
taken by corporations or governments in 
developing new services or products or 
improving existing services or products.

Semi -solid formulations – semi-solid 
dosage formulations of pharmaceuticals, 
e.g. creams and gels. 

Small & mid-size pharma – 
 companies often focused on one or a 
few therapeutic areas (i.e. Cardiology, 
Oncology, Immunology, CNS, Metabolic, 
Inflammation, etc.)

Solid dose – solid dosage formulations 
of pharmaceuticals, e.g. tablets and 
capsules.

State-of-the-art – refers to the  
highest level of general development. 

Sustained release – or controlled 
release, the release of the API is 
controlled in order to give a sustained 
effect in the body, this can be achieved 
through a variety of formulations.

Synthesis services – services re-
lating to the production of small or 
large amounts of compounds through 
 chemical synthesis.

UNGC – UN Global Compact – is a 
 United Nations initiative to encourage 
businesses worldwide to adopt sustain-
able and socially responsible policies, 
and to report on their implementation.

US FDA – U.S. Food and Drug Adminis-
tration, the U.S. agency that controls all 
aspects of development, manufacture 
and commercialisation of pharmaceu-
tical products in the United States of 
America. 

Vials – small containers or glass bottles 
for storage of pharmaceuticals.

VMI – Vendor Managed Invento-
ry – when the supplier/manufacturer 
is  responsible for maintaining their 
customers’ inventory levels to optimise 
supply chain performance.

WHO – World Health Organisation –  
the directing and coordinating authority 
on international health within the United 
Nations’ system. 
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ADDRESSES

HEAD OFFICE
RECIPHARM AB (PUBL)
Thomas Eldered
Box 603
101 32 Stockholm
Sweden

SWEDEN
Recipharm Höganäs AB
Lena Berdén
Sporthallsvägen 6
263 34 Höganäs
Sweden

Recipharm Stockholm AB
Gunnar Hagman
Bränningevägen 12
120 54 Årsta
Sweden

Recipharm Karlskoga AB
Ingela Palmqvist
Box 410, Björkbomsvägen 5
691 27 Karlskoga
Sweden

Recipharm Strängnäs AB
Anna Renglin Lindh
Mariefredsvägen 35
645 41 Strängnäs
Sweden

Recipharm OT Chemistry AB
Helene Fehrm
Virdings allé 18
754 50 Uppsala
Sweden

Recipharm Pharmaceutical  
Development AB
Torkel Gren
Gårdsvägen 10A
169 70 Solna
Sweden

Recipharm Uppsala AB
Helene Fehrm
Rapsgatan 7
754 40 Uppsala
Sweden

RPH Pharmaceuticals AB
Chris Hirst
Gårdsvägen 10
169 70 Solna
Sweden

EUROPE
Recipharm HC Limited
Jean Stephenson
London Road
Holmes Chapel
Cheshire CW4 8BE
United Kingdom

Recipharm Ltd.
Iain Martin 
Vale of Bardsley, 
Ashton-under-Lyne
Lancashire, OL7 9RR
United Kingdom

Recipharm Fontaine S.A.S.
Pascal Prudent 
Rue des Prés-Potets
21121 Fontaine-Les-Dijon
France

Recipharm Monts S.A.S.
Mikael Ericson 
18, Rue de Montbazon
37260 Monts
France

Recipharm Pessac S.A.S.
Véronique Beaugnier
11, Avenue Gustave Eiffel
Parc Industriel Bersol I
33608 Pessac, Cedex
France

Kaysersberg Pharmaceuti-
cals S.A.S.
Yves Buelens
23, Avenue Georges  
Ferrenbach
F-68240 Kaysersberg
France

Lusomedicamenta Sociedade 
Tècnica Farmacêutica S.A. 
Antonio Barros
Estrada Consiglieri Pedros, 
69/B
Queluz de Baixo
2730-055 Barcarena
Portugal

Liosintex S.r.l.
Giorgio Bruno 
Via Mantova, 8/12
20020 Lainate (MI)
Italy

Edmond Pharma S.r.l.
Giorgio Bruno 
Strada Statale del Giovi, 
131
20037 Paderna Dugnano 
(MI)
Italy

Biologici Italia Laboratories 
S.r.l.
Giorgio Bruno 
Via F. Serpero, 2
20060 Masate (MI)
Italy

Mitim S.r.l.
Giorgio Bruno 
Via Cacciamali, 34
25125 Brescia
Italy

Recipharm Parets S.L.U
Jesús Gómez  
C/ Ramón y Cajal, 2
08150 Parets de Vallès
Spain

Recipharm Leganés S.L.U.
Stéphane Guisado
Calle Severo Ochoa 13
Leganés 28914 (Madrid)
Spain

Wasserburger  
Arzneimittelwerk GmbH
Michael Isele 
Herderstrasse 2
83512 Wasserburg
Germany

USA
Recipharm, Inc
Jim Small
Brandywine Business Center
1801 Horseshoe Pike, 
Suite 1 Honey Brook, 
PA 19344
USA

Recipharm Laboratories Inc.
Ann Flodin
511 Davis Drive, Suite 100
Morrisville, NC 27560
USA

ASIA
Recipharm Israel Ltd.
Sylvia Kachalsky 
Hamazmera 9
Ness Ziona
Israel

Recipharm Pharmaservices  
Pvt, Ltd.
Anurag Bagaria
34th km, Tumkur Road
T. Begur, Nelamangala 
Taluk
Bengaluru – 562123
India

Nitin Lifesciences Ltd.
Chetan Sobti 
92-93, SECTOR-3 
H.S.I.D.C. 
Karnal, Haryana – 132001
India
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