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Peter Vermeeren
Chairman of the Board

Pierre Mottet
IBA Chief Executive Officer

What are the highlights of the past year?

It is important to remind you of a few
facts in order to better understand the 2005 results.
In 2003, we decided to refocus our business on
cancer diagnosis and therapy. It is a decision that
had to be made. This was the field where we could
most contribute and that we should focus on. In our
industry, more than others, know-how and cutting edge
technologies are indispensable. \We must constantly
innovate. We therefore invest 8% of our turnover
on R&D. 2004 was a pivotal year during which the
reorganization was implemented. It was also a year
where profits were higher than expected in spite of
a weak dollar. In this context, | would say that 2005
was a year of consolidation: consolidation of positive
financial results and of our expansion strategy.

Regarding the expansion strategy, would you say
that the goals set have been met?

We had set two main goals for 2005: to
achieve two-digit growth, at least similar to 2004, and
strengthen our profitability following the reorganization.
With a 13% increase in turnover, for a total of EUR 137
million, and a net profit higher than the previous year
under similar conditions, the first objective was met.
However, more importantly, the Company has shown
great stability, which is essential for our clients and
shareholders. The second objective, resulting from the
2003 strategy, was to expand our Molecular Imaging
network in the United States. We completed three
acquisitions and therefore doubled the number of FDG
production centers on the American continent. With
the acquisition of Schering’s FDG business in Europe
and the scheduled opening of our center in Delhi, we
will become the worldwide leader in the field.

Has the year been as positive in other segments?

Overall, it was also a very good year in
terms of radioisotope production equipment sales,
as we doubled the number of orders compared with
2004. Notably with an order for research equipment
in Nantes (France) and an integrated radioisotope
production center for Vietnam.

It was a remarkable year in the dosimetry segment
and the outlook is very promising. Results achieved
in that segment favorably influenced the overall
outlook. Forecasts are therefore very positive in this
field. Finally, our industrial activity yielded satisfactory
results and we are confident it will remain stable in the
upcoming months.



On the downside, things are not as clear-cut regarding
proton therapy and hadron therapy. The year was
disappointing as, like our competitors, we did not
record any orders for new centers. However, we
responded to a number of requests for proposals
and are confident that orders will come through in
the upcoming months. In spite of this, 2005 was a
very busy year, with the simultaneous construction of
three Proton Therapy centers. IBA was successful in
meeting such a difficult challenge. A center is already
operational in China. Two others will be completed this
year in Korea and Florida. Finally, we have received
some good news in the Optivus lawsuit, regarding an
intellectual property dispute. The judge dismissed the
case in first instance. Optivus has filed an appeal.

What is the current status of the IBA share?

P. Vermeeren : Since 2003, our share has tripled in
value, although each shareholder received EUR 3.1 per
share after selling part of our business. In 2005, we
noted renewed interest from the institutional world for
our shares. In short, our share value has grown in a
continuous and stable manner. | think that one of IBA's
main assets for shareholders is an increased stability
compared with the past. Indeed, 65% of our revenue
no longer depends on large orders. This foundation
enables us to implement an audacious strategy with
our cutting edge products.

What is the outlook in the short and
medium term?

For the short term, | have identified two
major challenges. In the field of Molecular Imaging,
we must finalize the integration of the acquisitions
within the group. In Proton Therapy, we must win the
various bids we have placed. Stakes are very high, and
IBA cannot afford to lose out.

For the medium term, our confidence level is very high.
Identifying and treating cancer with the technology we
develop is essential and some formerly developing
countries are naturally investing more and more in this
field. The South-East Asian market is booming and
IBA already has a very strong presence there. South
America will also join the trend, with a few years delay
compared to Asia. Europe, which has always been
on the leading edge, is betting on Hadron Therapy,
a natural evolution from Proton Therapy. We have

been working in this field for many years and are
currently able to offer a cutting edge product. Another
encouraging fact is the improved reimbursement
conditions in the United States for patients treated by
Molecular Imaging and Proton Therapy.

Major growth perspectives then?

Undeniably. And the challenge is
great. As mentioned previously, we have to innovate
constantly to maintain our leading position in the
market. What we have achieved to date is therefore
attributable to the unparalleled dedication of our
personnel for a broadly shared cause. Beyond the
growth and the bottom line, it is the feeling that we
are all working for a fundamental cause, to fight illness,
and in particular, cancer, one of the worst that prevails,
which incites us to go the extra mile at all times.
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As approved by the General Meeting
of shareholders on March 29, 2006

In 2005, IBA consolidated its strategy to refocus on
cancer diagnosis and treatment.

Net results are positive for the second year running,
in spite of major losses in the Brachytherapy business
and no new orders for Proton Therapy systems. In
addition, this year, the dollar only had a negligible
effect on operating results.

Technology & Equipment

Radioisotope Production & Distribution

Since the disposal of its Sterilization & lonization
business, IBA's reporting is organized into two primary
business segments. Figures for 2004 included a third
segment, the Sterilization & lonization (S&I) business
for the period from January 1 to June 14, 2004 included.
Summary of activity within IBA's business segments

¢ RadioisotopeProduction &Distribution composed
of a) production and distribution services for F-18
(F-18 fluorodeoxyglucose—a radiopharmaceutical
used in medical imaging) and b) the development

As of 2005, consolidated accounts are published in
accordance with IFRS (International Financial Reporting
Standards), including comparative data relating to the
previous financial year.

(EUR "000) (EUR "000) (%)
90,386 82,731 9.3%
45,713 37,100 23.2%

of advanced brachytherapy products used in the
treatment of prostate cancer;

¢ Technology & Equipment forming the technology
foundation of the Company’'s many businesses,
encompassing the development, manufacture,
marketing and services of medical and industrial
particle accelerators for imaging, therapy, dosimetry
or sterilization and ionization.



Breakdown of Sales by Business Segment

2005

Radioisotopes = 34 %
() Technology & Equipment = 66 %
Total sales in 2005: EUR 136.1 million

The Radioisotopes area comprises the activities of
production and distribution of radio-pharmaceutical
agents, mainly FDG-fluorodeoxyglucose, a radio-
pharmaceutical product used in medical imaging to
detect many diseases (mainly cancer) often at a very
early stage.

Radioisotope Production & Distribution

2004

Radioisotopes = 31 %
@ Technology & Equipment = 69 %
Total sales in 2004: EUR 119,8 million

The summary income statement for this activity is
provided in the table below. Radioisotopes (mainly
FDG) account for over 99% of sales, whereas the drop
in REBIT is due to the Brachytherapy activity.

(in EUR "000) 2005 % 2004 % % Change
Revenue 45,713 100.0% 37,100 100.0% 23.2%
FDG + related business 45,464 99.5% 36,947 99.6% 23.1%

Brachytherapy 249 0.5% 153 0.4% 62.7%
REBITDA 1,889 4.1% 1,440 3.9% 31.2%
REBIT -4,545 -9.9% -3,431 -9.2% nm

Pro forma, results above are presented after allocation of corporate overhead.

REBITDA: Operating result before provisions, depreciation and amortization of assets, taxes and financial expense.

REBIT: Operating result before, taxes and financial expense.



FDG - RabioPHARMACEUTICAL PrRODUCTS

As areminder, FDG is the principal radiopharmaceutical
agent used in Positron Emission Tomography (PET)
imaging. This imaging technology analyzes cell
metabolism and is used to aid in the diagnosis and
monitoring of disease (primarily cancer).

2005 was highlighted by a strong increase in the
number of IBAFDG production and distribution centers
in the US with the acquisition of four new companies
representing a total of seven new FDG centers:
New Mexico Positron LP and Lubbock West Texas
Positron LLC acquired in January 2005, Pharmalogic
LLC acquired in August 2005 and the Cyclo-Tech LLC
company acquired in October 2005. At the end of
2005, the American network encompassed 14 FDG
production centers located in: Romeoville, lllinois;
Sterling and Richmond, Virginia; Somerset, New
Jersey; Orlando, Florida; Morgantown, West Virginia;
Gilroy, California; Lubbock, Texas; Alburquergue, New
Mexico; Albany and Hauppauge, New York; Boston,
Massachusetts and Cleveland, Ohio. In December
2005, IBA also acquired a minority share in a center in
Montreal, Canada.

In early 2005, IBA constituted a joint venture with
Schering AG to extend its FDG network in ltaly. This
came in the wake of a similar partnership in 2003 to
cover the UK market. At the end of 2005, IBA owned
two operational FDG production and distribution
centers in Europe, in Lyon, France and Milan, Italy. Two
additional centers are under construction in Italy (Rome
and Udine) and two others in the UK (Dinnington and
Guilford) that should open in 2007. As set forth below,
the relationship with Schering was modified in 2006.
The opening of the two Belgian centers, Bruxelles
(Woluwé, which is a joint venture with the Cliniques
Universitaires Saint-Luc of the Université Catholique
de Louvain) and Gent, was delayed for administrative
reasons due to the numerous authorizations required.
FDG production should start at these two facilities in
2006.

Another important event is the major acquisition,
announced late in February 2006, by a consortium
created between IRE (Institut National des

Radioéléments) and IBA, of the European FDG division
and Radiopharmaceutical CIS Biointernational business
of Schering AG. This transaction also includes the CIS-
US and Japan operations. This major transaction took
place for a symbolic Euro. This operation enables IBA
to have direct or indirect stakes in 19 FDG production
and distribution centers, including those previously
held in partnership with Schering.

In June 2005, IBA set up a Medical Advisory Board
with six leaders in the field of radiopharmaceutical
science to create a link between the biomedical
research community and IBA. This Board is actively
involved in the planning and development of initiatives
by advising IBA's management.

IBA also entered into partnerships, through its Eastern
Isotopes subsidiary, with the Molecular Insight
Pharmaceuticals Inc. company to develop a new TEP
marker (I-124 MIBG) for the diagnosis and treatment
planning of various neuroendocrine malignancies.

Sales resulting from FDG production and distribution
and associated products grown grew by 23.1% in
2005 to reach EUR 45.5 million compared with EUR
36.9 million in 2004. This strong growth stems from
the addition of 7 production and distribution centers in
the US and an increase in the number of doses sold
(+44%, including additional volume from the 7 new
centers). However, this increase was compensated
by a drop in the average sales price per FDG dose
by approximately 9%. The reduction of the average
price in 2005 was slightly less than in 2004 and should
stabilize in 2006 following the new reimbursement
rules issued by the CMS (Centers for Medicare and
Medicaid Services) for FDG in the US that are more
favorable.

BRACHYTHERAPY

Brachytherapy is the treatment of cancer using
sources of radioactivity that are implanted directly
into the tumor. IBA initially invested in brachytherapy
technology in 2000 with the purchase of a minority
share in RadioMed Corporation, a company based
in  Tyngsboro, Massachusetts (USA). RadioMed's
RadiocoilTM implant is superior to that of standard,



currently available, products, rice-sized seeds.
Radiocoil, the coil-wire based brachytherapy product
offers many advantages—stability of the implant,
ultrasound visibility that enables precise placement of
the implant, and a less invasive, less traumatic delivery
system.

In addition, IBA pursued the development of a second
application for its wire technology, a non-radioactive
marker (Visicoil®) to be used in radiotherapy, more
specifically IGRT (Image-guided radiation therapy). This
product was launched to market at the end of 2003,
but results in 2004 and in 2005 are not yet significant.
Brachytherapy revenues were marginal in 2005,
totaling EUR 0.25 million. The company was facing
some issues in setting up the industrial production of

This business segment includes proton therapy,
dosimetry and particle accelerator based solutions
(cyclotrons, rhodotrons, dynamitrons...).

While 2004 was marked by several orders for E-beam
& X-Ray solutions and a major order in proton therapy;
2005 was marked by orders of molecular imaging
systems such as a new generation cyclotron for
research in Nantes, France (70 MeV — mega-electron-
volt) or a radioisotope production center in Vietnam.
2005 was also a very busy year with the installation of

(in EUR "000) 2005
Proton therapy 27,190
Other accelerators 35,165
Dosimetry 28,031

Pro forma, results above are presented after allocation of corporate overhead.

implants in 2004 and 2005 that were only addressed in
October 2005. In 2005, only 3 patients were therefore
treated with Radiocoil implants for prostate cancer,
against ten in 2004.

Given the amount of investments to date, market
competitiveness and the technical issues the
Company is facing in setting up the production
process, IBA is considering using third-party capital to
pursue this activity. The intensive commercial launch
of the product will only start again once a financial or
commercial partner is found.

A decision is expected for the first half of 2006.

systems (especially in the field of proton therapy) sold
in the previous years.

In 2005, revenues for the Technology and Equipment
segment amounted to EUR 90.4 million, compared
with EUR 82.7 million in 2004, an increase by of 9.3%
mainly due to proton therapy. The contribution of sales
and services from the businesses that comprise the
Technology & Equipment segment, as well as the
principal components of the income statement related
to this segment as a whole, are as follows:

% 2004 % Change
30.1 % 18,991 23.0 % 43.2 %
38.9 % 37,405 452 % -6.0 %
31.0 % 26,335 31.8% 6.4 %

REBITDA: Operating result before provisions, depreciation of assets and amortization of goodwill, taxes and financial expense.

REBIT: Operating result before, taxes and financial expense.



ProToN THERAPY

Although no new proton therapy center was sold in
the world in 2005, IBA remains the global leader by
far with over 50% in market share. IBA is still the
only company that can boast proton therapy centers
approved by authorities in the European Union (CE
marking), US (FDA), and China (SDA) and is working to
get approval from authorities in South Korea (KFDA).

Basedonits successin the field of Proton therapy, since
2005, IBA has extended its offer and also offers heavy
ion (Carbon) therapy systems. This therapy shows
promising results for the treatment of radioresistant
and variable geometry tumors.

In 2005, IBA completed the installation of the
WanJie proton therapy center in China and pursued
the implementation of proton therapy centers sold
in previous years, i.e. to the Florida Proton Therapy
Institute in Jacksonville, Florida and to the National
Cancer Center (NCC) of Seoul in South Korea.

As a reminder, IBA recognizes revenue for the sale
of its proton therapy systems on a percentage of
completion basis, to the extent that they are reasonably
certain. Therefore, the four contracts noted above are
expected to continue to provide revenues into 2007
for NCC and Florida.

Sales and services within the Company’s proton
therapy business increased by 43.2% compared with
the previous year to EUR 27.2 million in 2005.

For the WandJie contract, the last 10% installment
still has not been paid in spite of the system'’s
commissioning at the beginning of the year and the
center’s operational success, due to financial issues
the client is facing in other industrial activities. IBA
intends to use all required means to recover this debt
has, however, decided to make a provision for possible
bad debt or EUR 1.8 million in 2005.

Since August 2002, Optivus Technology, Inc. (Optivus)
and IBA have been involved in a legal battle over
several issues linked to Proton therapy. In early
January 2005, the United States District Court for

the Central District of California dismissed Optivus'
claim for unfair competition. By a decision of March
13, 2005, the same court declared the invalidity of
two of the five patents which Optivus is claiming
to have been counterfeited by IBA. In June 2005,
Optivus desisted from its claims against IBA in first
instance, but in August 2005, Optivus lodged an
appeal. IBA is continuing to maintain that the suit of
Optivus for counterfeit of patent is without foundation
and is intending to defend its interests vigorously.
The Company has not established a reserve for this
matter. This dispute is also detailed in the “"Contingent
Liabilities” note.

CycLoTrRONS AND ELECTRON BEAM ACCELERATORS

In 2005, sales of PET cyclotrons picked up with 9
machines sold compared to 5 in 2004. 2005 was also
marked by more exceptional orders, such as a BNCT
(Bore Neutron Capture Therapy) accelerator that is a
new technique to treat rare and fatal cancers. The BNCT
system was sold mid 2005 to be installed in Japan
where the first patients should be treated in 2007.

In fall 2005, IBA also sold a new generation cyclotron
for cancer research, a high energy cyclotron (70 MeV
— mega-electron-volt) to be installed in the university
hospital center CHU in Nantes, France. Finally IBA
remains the leader in the SPECT cyclotron market with
a 30 MeV cyclotron sold at the end of 2005 in Vietnam.

In the field of electron beam accelerators (Rhodotrons
and Dynamitrons type E-beam & X-ray industrial
accelerators), 2004 was an exceptional year with 54
machines sold. In 2005, two Rhodotrons were sold,
one to a German company for industrial applications and
the other to an Asian manufacturer to sterilize medical
products by electron beam who had already ordered 3
Rhodotrons in 2004.

Sales and services within the Company’'s particle
accelerator business dropped by 6% to EUR 35.2
million in 2005, compared with EUR 37.4 million in
2004. The decrease mainly results from the sale of
the Scandiflash AB subsidiary at the end of 2005 (see
«Transfers & Disposal» below). A record level of orders
was however received, (more than EUR 40 million),



forecasting a growth in revenue for 2006.

DoSIMETRY

Dosimetry includes equipment and services to
measure radiation dosage in a medical environment.
IBA's specialized dosimetry products provide essential
quality assurance tools for radiotherapy (therapeutic
dosimetry) and radiation equipment (diagnostic
dosimetry).

Dosimetry accounted for 31% of the total Technology
& Equipment segment in 2005.

In diagnostic dosimetry, Scanditronix-Wellhofer (IBA's
subsidiary in the dosimetry field) was awarded the
title of vendor of the year by Siemens for the second
consecutive year. The geographical coverage of this
activity also expanded with the opening of a new office
in Beijing China to operate in this growing market. In
therapeutic dosimetry, Scanditronix-Wellhéfer and

the Swedish company RaySearch Laboratories AB
entered into and agreement to develop new IMRT
(Intensity Modulation Radio Therapy) quality assurance
products. The first product should be launched early
in 2007. Also, in 2005, IBA successfully launched
the MatriXX product on a global level. MatriXX was
developed jointly by IBA and the Turin Institute of
Nuclear Physics (INFN) in Italy, as advanced dosimetry
dedicated to quality assurance and control in IMRT
(Intensity Modulation Radio Therapy).

IBA estimates the global dosimetry market at more
than EUR 110 million in 2005 and forecasts a growth
of 510 7% a year over the next few years. IBA is still
the global leader in the field of dosimetry.

Sales and services within the Company's Dosimetry
business increased by 6.4% to EUR 28 million in 2005,
compared with EUR 26.3 million in 2004.

Breakdown of Consolidated Sales for IBA's Five Business Segments

2005

Brachytherapy = 0%

@ Proton Therapy = 20%
Dosimetry = 21%
Accelerators = 26%

@ Molecular Imaging = 33%

2004

Brachytherapy = 0%
@ Proton Therapy = 16%

Dosimetry = 22%

Accelerators = 31%

. Molecular Imaging = 31%
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INCOME STATEMENT

Consolidated sales, which include the variation in
work in progress for the sale of equipment, internal
construction of fixed assets, and other operating
income, increased EUR 16.3 million, or 13.6%, to
EUR 136.1 million in 2005, compared with EUR 119.8
million in 2004. This increase is mainly due to a strong
increase in Proton Therapy (+43.2%), in Molecular
Imaging (+23.1%), an increase by more than 6.0% in
Dosimetry, compensated by a 6% drop for Cyclotrons
and Electron Beam Accelerators.

The gross margin for 2005 was EUR 43.8 million,
compared with EUR 42.3 million a year earlier, or an
increase of 3.6%. This gross margin, expressed as a
percentage of sales actually decreased from 35.3%
to 32.2%. This negative trend is mostly due to the
contribution, in 2004, of inventory margin capitalization
generated by the order of a Proton Therapy system in
Florida for EUR 3.9 million. Without this non-recurrent
effect on the 2004 results, the gross margin would
have grown by EUR 5.4 million.

Selling, general and administration (SG&A) expenses
increased by EUR 4.4 million to EUR 31.1 million in
2005, i.e. 16.7%, compared with EUR 26.6 million in
2004. This increase is mainly due to an expansion of the
sales force in Molecular Imaging and Proton Therapy
and costs linked to the acquisitions and integration of
new FDG production and distribution centers on the
US. As mentioned above, provisions for possible bad
debts were recognized for EUR 2.8 million in 2005, for
clients of radiopharmaceutical products in the US and
proton therapy in Wanjie, China.

Research and development (R&D) expense was EUR
9.7 million in 2005 compared with EUR 8.7 million in
2004, i.e. an increase by EUR 1 million or 12%. This
increase reflects IBA's policy to remain at the cutting
edge of its main technologies.

Recurring income amounted to EUR 3.1 million in
2005, compared with EUR 7.1 million in 2004, i.e.
a decrease by EUR 4 million or 56.3%. Excluding
provisions for possible bad debt for EUR 2.8 million

and taking into account EUR 3.9 million in one-time
inventory margin effect for the Proton Therapy system
in 2004, the recurring income would have increased
by EUR 2.7 million (84 %).

In 2005, other operating expenses amounted to EUR

4.6 million and break down as follows:

e EUR 4.4 million of charges resulting from the
exceptional amortization of the Belgium assets
linked to the Fleurus site;

e EUR 1.5 million in expenses resulting from the
Optivus dispute, as discussed below;

e The profit, EUR 1.3 million, is mainly constituted by
the income from the joint venture with Schering AG
in ltaly. The operation was initiated by the sale of
50% of IBA's stake in its subsidiary IBA Rl Italy.

For the same period in 2004, restated under IFRS,
expenses linked to this item amounted to EUR 0.6
million and were constituted by costs related to the
Optivus lawsuit in the amount of EUR 3.1 million,
mostly offset by the reversal of impairment from
previous periods.

All impacts of the Sterilization division (including non-
operational effects different from those set forth under
BE GAAP) are summarized in the «Profit for the period
from discontinued operations» item.

IBA recorded a financial result of EUR 7.3 million in
2005. This can be explained as follows:

e On the one hand, under IFRS, income of EUR 8.4
million that was accounted for directly in equity, in
accordance with Belgian standards was transferred
to the income statement. The income statement
for 2004 was restated in the same way and shows
a similar expense of EUR 7.4 million partially
compensated by an exchange gain of EUR 3.6
million resulting from funds generated from the sale
of the S&I business. These impacts should not occur
again in the future given the financial reorganization
implemented this year;

¢ on the other hand, financial expenses of EUR 1.1
million for 2005, mainly including interest paid on
finance leases for FDG-production equipment.



Tax charges recorded for the 2005 fiscal year amounted
to EUR 2.4 million and include deferred tax liabilities
that do not have an impact on the Group’s cash flow,
for EUR 1.4 million. The remaining EUR 1.0 million
represents the current tax expenses for the year.

The profit, after adjustment for the group’s share in
equity accounted companies as well as the Swedish
subsidiary sold at the end of the year, amounts to
EUR 3.0 million, compared with EUR 7.1 million
restated under IFRS in the previous year, that in turn
included results linked to the S&l business, for EUR
8.6 million.

CONSOLIDATED BALANCE SHEET AND
CasH FLow STATEMENT

It should be noted that following the Company’s
revaluation of its markets and strategy, IBA reduced
its shareholder equity by EUR 76.4 million, equivalent
to EUR 3.10 per share, that were distributed to
shareholders on February 1, 2005 reducing available
cash by the same amount. The Company’s total
equity was therefore reduced to EUR 103.9 million on
December 31, 2005.

The following movements of goodwill, intangible fixed
assets and property, plant annd equipment should be
noted:

e Goodwill increased by EUR 13.5 million, from one
year to the other. It amounted to EUR 31.1 million
at December 31, 2005, compared with EUR 17.6
million a year earlier.

¢ Intangible fixed assets that amounted to EUR 1.4
million at the end of 2004 increased to EUR 4.6
million at the end of 2005.

¢ Net property, plant and equipment at December 31,
2005 amounted to EUR 33.9 million, compared with
EUR 27.7 million at the end of 2004.

These movements are mainly due to acquisitions and

investments that took place in 2005 in the field of

Radiopharmaceutical product production (FDG).

The Company’s net cash position from one year to
the other, after distribution of EUR 76.4 million to
shareholders, went from EUR 119.2 million to EUR
18.3 million at December 31, 2005.

The cash used for investing activities in 2005 was over
EUR 31 million in 2005.

StaTUTORY AccounTs oF IBA S.A. AND APPROPRIATION
of THE REsuLT

In 2005, lon Beam Applications S.A. reported a net loss
of EUR 7.8 million, compared with a net profit of EUR
10.5 million in 2004. Sales & Services increased by
13.6% to EUR 62.1 million, against EUR 54.6 million in
2004, mainly due to the continuing revenue recognition
on proton therapy systems, in particular in Florida. The
operating result reached break-even. The reported loss
for the year is due to currency translation adjustments
on loans in US dollars between businesses within the
Group and due to losses resulting from the integration
of the accounts of IBA SA’'s US branch into the statutory
accounts. This branch became a subsidiary during the
second half of 2005. Following a reorganization of
its loans and the incorporation of the US branch as a
subsidiary, such losses should not occur in 2006

The 2005 statutory accounts show a loss carried
forward. In accordance with article 96 &8 6 of the
Company Act, the Board of Directors justifies the
application of the going concern accounting rules by
the existence of sufficient cash flow and equity to
implement its plans and remain profitable, as in 2004.

The Board of Directors will propose to the General
Meeting of Shareholders that the loss for the year be
carried forward.

In 2005, R & D charges amounted to EUR 9.7 million,
compared with EUR 8.7 million in 2004. These vast
investments resulted in the following technological
breakthroughs over the period:

- I'mRT MatriXX product launch welcomedin Dosimetry
market;

- signature of partnership agreement with RaySearch
Laboratories to develop dosimetry solutions for the
IMRT market;

-upgrade to 150 microamperes launched for C18/9
cyclotron, making IBA the global leader in the field of
PET accelerators;



- presentation of FDG synthesis module to be launched
to market in fiscal year 2006.

In addition, the company has pursued its endeavors in
the fields it has identified as having the most potential,
in particular Proton Therapy and E-Beam/X-Ray.

Over the period, IBA pursued its policy to extend its
network of radiopharmaceutical marker production
and distribution both in the US and Europe and
consolidated its policy to refocus on cancer diagnosis
and treatment. This was embodied by the following
operations, already mentioned above, but further
detailed below:

AcauisiTion oF RApIOPHARMACEUTICAL IVIARKER
ProbucTion AnD DisTtriBUTION COMPANIES IN THE US

- On January 19, 2005, IBA announced the acquisition
of New Mexico Positron, LP and Lubbock West Texas
Positron, LLC, two companies active in the field of
PET marker production and distribution. Facilities,
including the cyclotrons, are located in Albuguerque,
New Mexico and Lubbock, Texas.

- On August 31, 2005, IBA announced the acquisition
of four new PET marker production and distribution
centers belonging to Pharmalogic, LLC, a US-based
company. Facilities, including the cyclotrons, are
located in Albany and Long Island (New York), Boston
(Massachusetts) and Totowa (New Jersey).

- On November 2, 2005, IBA announced the acquisition
of Cyclo-Tech, LLC, a company based in Cleveland,
Ohio, USA, including its PET marker production and
distribution center, equipped with a cyclotron.

Following these acquisitions, IBA's network includes
21 cyclotrons, 18 of which are in the USA.

NEw AND STRENGTHENED PARTNERSHIPS IN EUROPE AND
AsiA

- Capital increase in UK Radiopharma Ltd joint venture:
In August 2003, IBA announced the formation of a
joint venture with Schering Health Care to supply
FDG to the NHS and private healthcare sector in the

UK. The initial investment amounted to EUR 364,000.
In 2004, IBA (with its partner) increased its capital by
EUR 296,000 to enable the company to start building
the center and purchase an IBA cyclotron of the 18/9
type. In 2005, additional capital was issued for EUR
378,000.

- On February 1, 2005, IBA announced that Schering
SpA (Segrate, Italy) and IBA entered into a partnership
to supply FDG (fluorodeoxyglucose F-18) in Italy. In
time, the joint venture, named Radioisotopi Italia SRL,
will supply FDG from three centers. Two additional
facilities in Rome and Udine (Friuli) will complement
the current IBA production and distribution center in
Milan, that is an integral part of the joint venture. To
complete this operation, IBA initially sold 50% of its
Italian subsidiary to Schering, resulting in a EUR 1.3
million gain in IBA's income statement.

- Early in 2005, IBA, jointly with SBI (Société Belge
d'Investissement) entered into a partnership with an
Indian partner to build an FDG center in New Delhi,
India. The center should start producing FDG in
2006. IBA invested over EUR 1 million in capital in
the venture.

-In December 2005, IBA acquired a minority share
amounting to 48% in a center located in Montreal,
Canada. The investment amounted to approximately
EUR 900,000.

DisposaLs

The Technology & Equipment business segment also

encompassed two companies, Scandiflash AB and

Scanditronix Magnet AB, both based in Sweden. One

was sold at the end of 2005 and the other early in 2006.

These two companies were part of the Scanditronix

group acquired at the end of 1998.

- Scandiflash operates in the field of Radiography-Flash
for the defense industry;

- Scanditronix Magnet operates in the field of magnets
and coils for particle accelerators.

These two companies were sold, as their activities
had little in common with IBA’s core activities, in the
scope of IBA's strategy to focus on cancer diagnosis
and therapy. The transfer of these assets had no
significant effects on the Group's consolidated
accounts in 2005.



These two companies were sold, as their activities
had little in common with IBA's core activities, in the
scope of IBA's strategy to focus on cancer diagnosis
and therapy. The sale of these assets had no significant
effects on the Group’s consolidated accounts.

ORGANIzATION OF THE COMPANY AND CORPORATE
GOVERNANCE

We refer to the «Corporate Governance, Management
& Control» section of the Annual Report, in particular
concerning procedures set forth in article 523 of the
Companies Act.

REMUNERATION FOR ADDITIONAL SERVICES RENDERED BY
THE STATUTORY AUDITORS

PricewaterhouseCoopers Reviseurs d'Entreprises,
auditor of the statutory accounts of IBA S.A., and

auditor of the consolidated accounts of IBA, the
Company, provided the following services during the
year, in addition to the services provided for within its
mandate:

¢ A review of the first half 2005 consolidated financial
statements, remunerated by fees of EUR 114,192.

Other advisory services, remunerated by fees of EUR
370,194, mainly services related to taxation, mergers
and acquisitions and compliance with IFRS standards.

Companies with which PricewaterhouseCoopers
Reviseurs d'Entreprises has a related party relationship
have provided advisory service, mainly services related
to taxation. These services were remunerated by fees
of EUR 172,272.

The distribution of the capital of IBA as of December 31, 2005 is as follows:

Belgian Anchorage

Belgian Leverage

IRE (Institut des Radioéléments)
Sopartec

uCL

IBA Investments SCRL (¥)

Float

(*) AtD

In previous years, several stock option plans reserved
for IBA personnel were launched, within the limits
of the authorized capital and with a withdrawal of
the right of preference of the existing shareholders,
to encourage loyalty and motivate employees by

6,383,632 25.70%
2,300,000 9.26%
878,660 3.54%
770,185 3.10%
532,885 2.15%
29,183 0.12%
13,947,998 56.15%

allowing them to benefit from increases in the value
of the Company'’s shares. A new plan was launched in
2005, which gave rise to the issue of 90,000 options
with an exercise price of EUR 6.37.



IBA is exposed to a certain number of risks in the
field in which it operates. A list of the most significant
risks is provided below. This list should in no way be
deemed comprehensive.

AUTHORIZATIONS

Proton therapy equipment provided by IBA is subject
to marketing authorization as medical equipment.
This authorization is required in every country where
IBA wants to install such a system. In 2005, IBA had
authorization to market its products in the United
States (FDA), the European Union (CE) and China
(SDA). These authorizations can be subject to review
by the relevant authorities due to technological
changes in IBA's equipment. IBA is also waiting for a
marketing authorization for its Proton therapy system
in South Korea.

Similarly, Radioisotope production and distribution is
subject to stringent regulations to which the Company
must comply with on a permanent basis or it may no
longer be able to deliver its products.

HeaLTHCARE COVERAGE:

The intervention of the relevant bodies involved
in healthcare coverage for the reimbursement of
diagnosis by PET scanner or in the treatment of certain
illnesses for which IBA equipment is built for is subject
to review. The attitude of these bodies in terms of
healthcare coverage will have a direct impact on the
volume of product orders placed with IBA. The level of
intervention and healthcare coverage of such bodies
varies according to each country and differences can
be major.

INsurRANCE COVERAGE FOR DELIVERED PRODUCTS AND
THOSE TO BE DELIVERED

Usage of the company’s products means that it is
exposed to certain liability claims. It subscribes an
insurance policy deemed sufficient for coverage of any
damage resulting from equipment. In countries such as
the US, where any incident can give rise to a legal action
in which the company could be involved, the risk that
a patient, unhappy with the treatment received with

IBA equipment, involves IBA in the lawsuit, cannot be
excluded. There is no way the Company can guarantee
that its insurance coverage will be sufficient to protect
it from such risks or that it will always be possible to be
covered against such risks at a reasonable cost.

ExcHANGE Risks

The Company is exposed to currency exchange risks
when entering into certain agreements in foreign
currencies or when investing abroad. The Company
endeavors to implement all necessary financial
instruments to limit such risks.

The Company’s objectives and policy in terms of risk
management as well as exposure to pricing, credit,
liquidity and cashflow risks are detailed in the notes to
the consolidated accounts.

Reuiance on CERTAIN EMPLOYEES

Since the Company'’s inception, the number of highly
qualified employees has sharply increased. However,
it is possible that potential departures of key personnel
with a specific expertise could temporarily affect a
segment of the business.

ReLIANCE oN A SPeciFic CLIENT oR A LimiteED NUMBER OF
ORDERS

Overall, IBA is diversified and operates on several
continents.

Regarding its equipment, especially its Proton therapy
systems, the Company depends on a limited number
of orders per year, which are generally completed
over several financial years. An additional order or an
order less, or an order placed for a different product
than planned at the beginning of the year is typical in
this field and can have a significant impact on several
financial periods. On the contrary, the time required
to complete the order book gives the Company good
visibility for its activities over several months.

INTELLECTUAL PROPERTY (PATENTS)

The Company owns intellectual property rights. Some
of these rights result from know-how linked to certain
employees or production processes and are not
protected by patents. The Company files patents, but
there is no guarantee that these patents will be broad-



ranging enough to protect the Company’s intellectual
property rights and prevent the competition from
having access to a similar technology. The Company
cannot guarantee that the departure of certain
members of its personnel wouldn’t negatively impact
its intellectual property rights.

CowmpeTiTion AND Risk oF Rapib ProbucT
OBSOLESCENCE

Currently, IBA has no direct competitor covering all
the markets in which it operates. In certain markets
however, it is competing with players that include the
largest corporations in the world. The competitors
have large commercial networks and major financial
means compared to IBA.

It is also possible that a new revolutionary cancer
treatment is discovered and renders IBA's current
range of products obsolete. However, a relatively
lengthy period of time is required to develop and
market a new therapy.

PeNALTIES AND GUARANTEES

Some contracts stipulate guarantees or penalties
that generally amount to a few percentage points of
the contract’s amount. Such clauses only apply to a
limited number of contracts. To date, IBA has never
made a payment to a client on these grounds, for the
equipment it manufactures, but it cannot be excluded
that such a guarantee or penalty clause is exercised
by a client.

DispuTES

IBA is directly involved in a dispute with Optivus
technology as set forth in the «Contingent Liabilities»
note. There is no way to predict the outcome of
this dispute. However, IBA continues to maintain
that Optivus' claims were and are without merit and
therefore no provisions for liabilities and charges were
made to this regard on December 31, 2005.

On February 23, 2006, IRE (Institut National des
Radioéléments, based in Fleurus, Belgium) and IBA
jointly confirmed that the consortium they created
entered into an agreement for the acquisition of the

EuropeanFDGdivisionand Radiopharmaceutical CISBio
international business of Schering AG. This transaction
also includes the CIS US and Japan operations. CIS
bio provides a wide range of diagnosis and treatment
products for the detection, treatment and follow up,
used in several essential medical fields (oncology,
cardiology, rheumatology and endocrinology). the
company counts over 750 employees and recorded a
turnover of approximately EUR 120 million in 2005.

In the scope of the consortium, IRE will hold 80.1%
of CIS bio International; IBA's stake will amount to
19.9%. In addition, IBA will take control of Schering
AG's European FDG division (ltaly, Germany, United
Kingdom and Spain) and will work jointly with CIS bio
to distribute its products in Europe.

The company is confident that it its revenues will grow
in 2006. This forecast is based on the following:

1. An equipment order book of EUR 54.6 million at
the end of 2005, and a possible Proton therapy
contract;

2. FDG market growth estimates and expected impact
of the Schering FDG business acquisition;

3. Expected increase in market share in the field of
dosimetry.

Based on its loss carried forward position, the
company is not in a statutory position to pay dividends
in 2006. After 2006, the company could however
consider reimbursing additional portions of capital to
its shareholders, should forecasts mentioned above
be confirmed.
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The Board of Directors includes nine members. The
Articles of Association and the Charter require a
balance in the composition of the Board of Directors
between independent directors, internal directors and
directors representing the shareholders.

The Board of Directors must always be made up of
at least one-third independent directors and one-
third directors presented by the Managing Directors
(hereafter referred to as «Internal Directors»). Internal
Directors include two directors responsible for the day-
to-day management of the Company with the position
of Managing Directors.

The Board of Directors meets as and when it is
necessary, but at least four times a year. The most
significant subjects that are debated include the
situation of the markets, the strategies employed
(especially regarding acquisitions during the period),
technological developments, financial evolution, as
well as matters concerning human resources. Reports
on the subjects discussed by the Board of Directors
are communicated in advance to directors so that they
may exercise their expertise in full knowledge of the
facts. During the year 2005, the Board of Directors
met seven times, always under the chairmanship of
Mr. Peter Vermeeren. Attendance levels of directors
on the Board is very high, a large majority of them
attended all Board Meetings. Only eight absences
were reported for the Meetings as a whole, i.e. an
absence rate under 13%.

The composition of the Board of Directors at March
31, 20086, consisted of the following 9 people:

Peter Vermeeren, 65 years

Chairman of the Board of Directors of IBA since May
2004. Director since May 2000.

Start of mandate: May 10, 2000 renewed on May12,
2004.

Formerly Executive Vice-President of Mallinckrodt
and Executive Vice-President of ADAC.

President of Machnet BV Groningen (NL).

Jean Stéphenne, 55 years

Director since May 2000.

Start of mandate: May 10, 2000 renewed on May12,
2004.

Since 1998, President and Managing Director of
GlaxoSmithKline Biologicals, Belgium.

Other mandates: Director for Société Belge des
Bétons, Fortis and Nanocyl.

Diego du Monceau de Bergendal, 55 years

Director since March 2002. Director of ING Belgium
and Foyer Finance.

President of the Management Committee of E-
Capital. Vice Chairman of Quest for Growth. Vice
Chairman of Continal Bakeries (NL). Director of WE
International.

Formerly Vice Chairman and Managing Director of the
GIB Group.

Pierre Scalliet, 53 years

Director since May 2005

Start of mandate: May 11, 2005 renewal presented at
Meeting of May 10, 2006.

Director of UCL Cancer Center

Professor in Clinical Oncology at UCL.

(1) Presented as candidates for the position of independent directors
when they were elected, not excluding the fact that other directors
also satisfy the independence criteria.

The mandates of Messrs. Jean Stéphenne and Peter
Vermeeren were renewed at the Ordinary General
Meeting of May 14, 2004 and will expire at the
ordinary General Meeting of 2008 deciding on the 2007
accounts. Mr. Peter Vermeeren was also nominated



as Chairman of the Board, Nomination Committee and
Remuneration Committee. Mr. Diego du Monceau
was nominated as director at the General Meeting
of Shareholders of May 8, 2002. He is chairman of
the Audit Committee. The mandate of Mr. Diego
du Monceau will terminate at the ordinary General
Meeting of May 10, 2006.

Pierre Scalliet's mandate started at the Ordinary
General Meeting on May 11, 2005 and will expire
at the Ordinary General Meeting of May 10, 2006.
The renewal of his mandate for a three year term as
Independent Director will therefore be presented at
the Meeting.

The nomination of SPRL JJ Verdickt represented by its
manager, Mr. Jean-Jacques Verdickt, as Independent
Director will be presented to the General Meeting
on May 10, 2006. Mr. Jean-Jacques Verdickt was an
employee of Fortis Banque for most of his career, as
well as a member of the Board . Until 2003, he was
Chairman of the Union Wallonne des Entreprises. He
is currently CEO of the Magotteaux group, chairman
of AWEX (Agence Wallonne a [|'Exportation) and
director for Techspace Aero, Alcatel Bell, Euroclear
Bank, Business Solution Builders and «lI’Agence pour
le Commerce Extérieur». Mr. Jean-Jacques Verdickt
satisfies all conditions set forth not only in article 524
para. 4 of the Companies Act, but also all additions
conditions set forth in the Charter.

Over the period, all independent directors have fully
satisfied the independence criteria as set forth in the
Charter.

Pierre Mottet, 44 years

Chief Executive Officer

Managing Director since February 2000.

Start of mandate: May 10, 2000 renewed on May 12,
2004.

Also Vice Chairman of the Board of Directors of
Agoria, Vice Chairman of the Board of Directors of E-
Capital and member of the Management Committee
of the FEB (Belgian Federation of Enterprises).

Yves Jongen, 58 years

Founder of IBA and Chief Research Officer, Managing
Director since 1991.

Start of mandate: May 29, 1998 renewed on May 14,
2003.

Before the creation of IBA in 1986, Director of

the Cyclotron Research Center at the Université
Catholigue de Louvain (UCL).

Eric de Lamotte, 49 years

Director since February 2000.

Start of mandate: May 10, 2000 renewed on May12,
2004.

Company Director

Formerly Chief Financial Officer (1991-2000) of IBA

(2) In accordance with the definition set forth in the Charter for «Internal
Director»

Mr. Pierre Mottet is Managing Director and Chief
Executive Officer. His mandate was renewed at the
Ordinary General Meeting of Shareholders on May 14,
2004 and will expire at the Ordinary General Meeting
of 2008 deciding on the 2007 accounts. Mr. Yves
Jongen is Managing Director and Chief Research
Officer. His mandate was renewed at the Ordinary
General Meeting of Shareholders on May 14, 2003
and will expire at the Ordinary General Meeting of
2007 deciding on the 2006 accounts. As Managing
Directors, Messrs Mottet and Jongen are responsible
for the day-to-day management of the Company.

Mr. Eric de Lamotte is a former Managing Director,
having resigned from that position on July 5, 2001.
His mandate was renewed at the Ordinary General
Meeting of Shareholders on May 14, 2004 and will
expire at the Ordinary General Meeting of 2008
deciding on the 2007 accounts.

Olivier Ralet, 48 years

Director since June 2000.

Start of mandate: June 28, 2000 renewal presented
at Meeting of May 11, 05

Law graduate.

Member of the Executive Committee of Atenor
Group SA, Belgium.



IRE (Institut National des Radioéléments)
Represented by Nicole Destexhe, 53 years

Director since 1991, renewed on May 14, 2003. Chief
Financial Officer of IRE.

The IRE (Institut National des Radioéléments)
represented by Mrs. Nicole Destexhe, its Chief
Financial Officer, Messrs. Olivier Ralet, and Gilles
Capart as other directors. The IRE's mandate
was renewed at the Ordinary General Meeting of
Shareholders on May 14, 2003 and will expire at the
Ordinary General Meeting of 2007 deciding on the
2006 accounts. The IRE's mandate was renewed at
the Ordinary General Meeting of Shareholders on
May 14, 2005 and will expire at the Ordinary General
Meeting of 2009 deciding on the 2008 accounts.

In 2004, the Remuneration Committee convened three
times under the chairmanship of Mr. Peter Vermeeren.
A report was submitted to the Board for all three
meetings. Topics included issues arising from the 2004
and 2005 bonuses, designating beneficiaries for the
2005 stock option plan, remuneration of independent
directors in 2004 and general remuneration schemes.
All members were present at all meetings, as Eric
de Lamotte only joined the Committee in September
2005.

The Remuneration Committee is constituted of
Messrs. Peter Vermeeren, Jean Stéphenne and
Eric de Lamotte. Mr. Peter Vermeeren is the chairman.
Mr. Pierre Mottet resigned from the Committee
in February 2005 but remains invited unless the
Committee is voting on the remuneration policy or
other matters related to Managing Directors.

The Nomination Committee met twice in 2005 to
analyze and establish the needs of the Board upon
expiry of mandates and make suggestions. Based on
its findings, the Board presented the nomination of
Doctor Pierre Scalliet to the 2005 General Meeting.
In 2006, the Board will propose the renewal of Pierre
Scalliet's mandate for three years as Independent

Director and the nomination of SPRL JJ Verdickt,
represented by its manager Jean-Jacques Verdickt,
as Independent Director. All members attended the
meeting.

This committee consists of five members, including
the Chairman of the Board of Directors and at least two
independent directors. The Nomination Committee
is composed of: Messrs. Peter Vermeeren, Jean
Stéphenne, Eric de Lamotte, Pierre Mottet and Yves
Jongen.

In 2005, the Audit Committee convened four times,
including two meetings with auditors and reported
each time to the Board for its meetings as a whole.
The main topics were the 2004 annual results and an
analysis of the Auditors’ Management letter, mid-year
results, follow up on implementing IFRS accounting
principles, analysis of the 2005 budget and a risk
analysis for the Company. All members were present
at all meetings.

The committee is currently composed of three
members: Messrs. Diego du Monceau, acting as
Chairman, Olivier Ralet, and Eric de Lamotte. In the
event that the ordinary General Meeting of next May 10
accepts the mandate of SPRL JJ Verdickt, represented
by its manager Mr. Jean-Jacques Verdickt, the Board
would like to nominate SPRL JJ Verdickt as member
and Chairman of the Audit Committee.

The day-to-day management as well as the
representation of the Company as regards such
management, is delegated to the two Managing
Directors: Mr. Pierre Mottet, Chief Executive Officer
and Yves Jongen, Chief Research Officer.

Mr. Pierre Mottet is primarily responsible for the
Company'’s strategic direction and day-to-day manage-
ment. The Chief Executive Officer (CEQ) is assisted
by a management team constituted of members of
the corporate team and presidents of Business Units.
Together, they constitute the Group's Management
Team.



The Chief Executive Officer, generally accompanied by
the Chief Financial Officer, made regular reports to the
Board of Directors. The Board of Directors also invited
members of the Management Team or business heads
to report on certain specific points twice: during the
yearly presentation of the budget and strategy.

In 2005, the Management Team was constituted as

follows:

- Pierre Mottet: Managing Director and Chief
Executive Officer, 44 years, based in Louvain-la-
Neuve, Belgium;

- Yves Jongen: Managing Director and Chief Research
Officer, 58 years, based in Louvain-la-Neuve,
Belgium;

- Jean-Marc Bothy: Chief Financial Officer, 41 years,
based in Louvain-la-Neuve, Belgium;

- Thierry Hazevoets: Chief of Staff, 41 years, based in
Sterling, Virginia, USA;

- Jean-Marie Ginion:President Technology Group,
56 years, based in Louvain-la-Neuve, Belgium;

- Frank Uytterhaegen: President IBA China, 52 years,
based in Beijing, China;

- Rob Plompen: President Dosimetry, 42 years, based
in Schwarzenbruck, Germany;

- Olivier Legrain: President Medical Imaging,
37 years, based in Sterling, Virginia, USA,

- Jean-Louis Bol: President Sterilization and lonization,
55 years, based in Louvain-la-Neuve, Belgium;

- Philippe Audon: President Customer Relation
Services, 51 years, based in Louvain-la-Neuve,
Belgium.

The procedure for conflict of interest in application
of Article 523 of the Companies Act was invoked
at the Board Meeting that took place on November
24, 2005. The conflict of interest with regards to IRE
(Institut National des Radio-Eléments) arose during
the decision-making process for the acquisition of
Schering’s radiopharmaceutical business by the
Company in partnership with IRE.

The conflict was reported as follows:

«Prior to starting discussions, IRE would like to make
a statement regarding a conflict of interest as set forth
in article 523 of the Companies Act. In accordance with
the law, IRE, represented by Madame Nicole Destexhe,
as well as Henri Bonet leave the Meeting room.

After discussion, the Board unanimously approved the
acquisition of Hindemith in partnership with IRE on the
following grounds:

The Board approves to the condition that the Boards
of IRE and Vorstand and Aufzichrat of Schering AG
approve the agreed signature conditions for the Master
Agreement and Closing.

The Board unanimously gives mandate to each
Managing Director with powers to delegate the
power to grant sub-delegations to sign the transfer
agreement and annexes and more generally to finalize
the purchase of Hindemith as set forth above. »

Acquisition of the Radiopharmaceutical business of
Schering AG is not scheduled to be finalized until April
30, 2006. In terms of assets, as set forth in the PR
released on February 23, in the scope of it partnership
with IRE, IBA will own 19.9% of CIS Bio International
and take control of Schering AG's European FDG
division (ltaly, Germany, United Kingdom and Spain)
and will work jointly with CIS bio for its European
distribution. As set forth in the Management Report,
this operation will also encompass the CIS-US and
Japan businesses and took place for a symbolic Euro.
This operation enables IBA to cover Europe with 19
FDG production and distribution centers, including
those previously held in partnership with Schering.
In terms of assets, IBA S.A. will take ownership of a
percentage as set forth above and at consolidated level
the impact will be constituted by integrating Schering
AG's FDG business and future revenue generated by
this integration.



A second procedure for conflict of interest in
application of Article 523 of the Companies Act was
invoked at the Board Meeting of September 12, 2005.
This conflict of interest concerned all directors, except
the two Managing Directors, to the extent that it was
regarding the remuneration of directors.

The conflict was reported as follows:

«Taking into account the conflict of interest of all
directors, except the two Managing Directors, and
therefore the absence of the above-mentioned
directors to the discussions and vote, the Board,
composed of members entitled to vote, i.e. the two
Managing Directors, unanimously approves a fixed
remuneration for directors of EUR 3,000 per half year
starting 7/1/05 increased by a share of EUR 1,000 per
day of Meeting of the Board or Committees on which
they sit.»

The impact on the assets fo the Company will be the
payment of this remuneration.

The Company has taken measures to ensure
compliance with provisions regarding insider trading by
having every director and member of the Management
Team sign a Policy regarding insider trading prevention.
In accordance with recently enforced legal provisions,
the Company is currently adopting a code of conduct
covering sensitive information and share transactions.

Principles of the Code also recommend enforcing
a specific policy regarding transactions and other
contractual ties between the Company, its affiliates,
directors and managers that are not governed by
provisions regarding conflicts of interest. Such a
policy has not yet been enforced, but in 2005, to the
best of the Company's knowledge, there were no
such transactions and other contractual ties. If such
transactions had occurred, it would have made sure
that they were performed in strict compliance with
the relation principle «at arm’s length» and were fully
transparent.

As set forth in the Charter, the Company will not
disclose individual remuneration. It believes that it this
gives no added value to shareholders and is likely to
negatively impact the Company. However, information
regarding its remuneration policy is important for
shareholders and is detailed in the Charter. In addition,
compensation actually paid in 2005 is detailed below.

8.1 DIRECTORS

Fixed compensation awarded to the members of
the Board for services rendered in 2005, amounted
to EUR 124,000. Independent directors received
no other compensation and were not designated as
beneficiaries of the 2005 stock option plan.

Managing Directors were not compensated for
attending Board meetings.



8.2 MaNAGING DIRECTORS & IMIANAGEMENT TEAM

The Board ensures that Managing Directors and
members of the Management Team are compensated
(whether directly or indirectly) in accordance with
market practices taking into account their level of
responsibility, the nature of their position and services
provided to the Company and it subsidiaries.

As set forth in the Charter, the Remuneration
Committee establishes the fixed and variable
remuneration of the Managing Directors in accordance
with principles approved by the Board. The Chief
Executive Officer reviews and establishes the fixed
and variable remuneration of the Management
Team. It was communicated and discussed by the
Remuneration Committee and the Board.

The principle of launching a 2005 stock option plan
and the total number of stock options is approved by
the Board. In 2005, the plan was basically limited to
new executives joining the Group. The Remuneration
Committee establishes the beneficiaries and number
of options allocated.

The total amount paid by the Company and its
subsidiaries to the independent directors of the
Board for functions performed or services rendered
amounted to EUR 2.5 million for fiscal year 2005,
including EUR 1.5 million of fixed remuneration and
approximately EUR 0.4 million of bonuses. To the
extent that the Company did not achieve the budget
planned in 2005 and bonuses linked to this target
were therefore not paid, the variable part paid in 2005
should not be construed as representative of the ratio
between fixed and variable remuneration targeted by
the Company.

These amounts are provided at company cost.

On December 31, 2005, the directors together held
directly 888,015 IBA shares (including 878,660 shares
owned by IRE).

At that date, independent directors still held 3,600
share options allowing them to subscribe to IBA
shares issued in the scope of the 2000, 2001 and 2002
programs.

On December 31, 2005, members of the Management
Team, including Managing Directors, held a total of
1,085,300 share options plan distributed as follows:

- 22,100 share options issued in the context of the
2000 plan at the exercise price of EUR 28.

- 120,200 share options issued in the context of the
2001 plan at the exercise price of EUR 15.70

- 563,000 share options issued in the context of the
2002 plan at the exercise price of EUR 5.11.

- 340,000 share options issued in the context of the
2004 plan at the exercise price of EUR 36.

- 40,000 share options issued in the context of the
2005 plan at the exercise price of EUR 6.37.



IBA's major shareholders—Belgian Anchorage &
Belgian Leverage, UCL, Sopartec, and IRE—have
declared that they are acting jointly and have entered
into an agreement, which expires in 2013. This
agreement provides for, among other things, sharing
of information and preferential rights for IBA shares.
The parties to this agreement hold 10,894,545 ordinary
shares as of December 31, 2005, representing 43.85
percent of the Company’s voting rights.

Under the terms of this agreement, in the event of the
issue of new shares by IBA, if one of the shareholders
does not exercise its preferential subscription right, that
right will be assigned to the other major shareholders
(and in the first place to Belgian Anchorage S.A)). If a
party to this agreement wishes to dispose of its IBA
shares, the other parties (and in the first place Belgian
Anchorage S.A.) will have a right of first refusal to
acquire these shares.

This right of first refusal is subject to certain exceptions
and does not apply specifically in the case of a share
transfer to Belgian Anchorage S.A.

There are no other relations or particular arrangements
between shareholders to the best of the Company'’s
knowledge.
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lon Beam Applications s.a. (the «Company» or the
“parent”) and its subsidiaries (together the «Group»
or "IBA") was founded in 1986 and is committed to
technological progress in the field of cancer diagnosis
and therapy and delivers efficient, dependable
solutions of a unigue precision. IBA also offers
innovative responses to improve the efficacy, hygiene
and safety of everyday life.

The Company is a limited liability company incorporated
and domiciled in Belgium. The address of its registered
office is Chemin du Cyclotron, 3, 1348 Louvain-la-
Neuve, Belgium.

The Company is listed on the pan-European stock
exchange EURONEXT,
NextEconomy market segment and belongs to the

s integrated into the

BelSmall index.

By adhering to this quality segment, IBA commits
itself to adopting certain rules that enhance the quality
of financial information provided to the market. These
include:

® Making public its consolidated press release within
three months from the end of the financial year

® Making public a half-yearly report, covering the
first six months of such financial year, within three
months from the end of the second quarter

® Publishing its half-year and annual consolidated
financial statements under IFRS as from financial
year 2005

® Subjecting its annual consolidated financial
statements to an audit performed by the its auditors
in accordance with the auditing standards set forth
by the International Federation of Accountants
(referredtoas “IFAC") or national Generally Accepted
Auditing Standards ( referred to as “GAAS"), as the
case may be

These consolidated financial statements were appro-
ved for issue by the Board of Directors on March 29,
2006.



The Group has chosen to present its balance sheet on a current/non-current basis.

The notes on pages 34 to 85 are an integral part of these consolidated financial statements.

ASSETS

Goodwill

Other intangible assets
Property, plant and equipment

Investments accounted for using the equity method and other
investments

Deferred tax assets
Other long-term receivables

Non-current assets

Inventories and contracts in progress
Accounts receivable

Other receivables

Cash and cash equivalents

Current assets

TOTAL ASSETS

13
14
14
15

31,072
4,621
33,906
1,747

16,515
3,099
90,960

28,655
36,123
3,309
43,708
111,795

202,755

17,614
1,434
27,705
1,000

18,168
391
66,312

32,240
21,401
3,563
139,594
196,798

263,110



EQUITY AND LIABILITIES

Share capital

Share premium

Treasury shares

Hedging and other reserves
Cumulative translation differences

Retained earnings

Capital and reserves attributable to Company’s equity holders

Minority interest

Total equity

Borrowings

Deferred tax liabilities
Provisions

Other long-term liabilities

Non-current liabilities

Borrowings

Other short-term financial liabilities
Accounts payable

Current income tax liabilities

Other payables

Current liabilities

Total liabilities

TOTAL EQUITY AND LIABILITIES

16
16
16
17
17
17

18
11
19
20

18
21

22

34,883
198,887
-256

331

905
-131,391
103,359

518

103,877

19,356
40
7,945
12,914
40,255

6,055
1,597
16,298
155
34,518
58,623

98,878

202,755

34,605
275,279
-256

745
3,052
-134,786
178,639

50

178,689

16,612
90
8,162
8,224
33,088

3,750
0
12,384
887
34,312
51,333

84,421

263,110



Sales and contract revenue
Cost of sales and contract costs

Gross profit

Selling and marketing expenses

General and administrative expenses

Research and development expenses

Other operating expenses (net)

Finance (income)/ expenses — net

Share of loss of companies consolidated using equity method

Profit before tax

Tax expense

Profit/ (loss) for the period from continuing operations

Profit for the period from discontinued operations

Profit for the year

Earnings per share from continuing and discontinued operations

(EUR per share)
- basic
- diluted

Earnings per share from continuing operations (EUR per share)

- basic
- diluted

Earnings per share from discontinued operations
(EUR per share)

- basic
- diluted

23
24
10

25

33
33

33
33

33
33

136,099
92,244
43,855

12,224
18,847
9,689
4,593
-7,314
638
5,178

2,455
2,723

325
3,048

0.12
0.12

0.1
0.11

0.01
0.01

119,831
77,480
42,351

10,368
16,255
8,650
561
5,806
330
381

1,879
-1,498

8,695
7,097

0.29
0.28

-0.06
-0.06

0.35
0.34



Balance at January 1, 2004

Other movements
Currency translation differences

Net income/(expenses)
recognized directly in equity

Profit/ (loss) for period

Total recognised income for
the period

Issue/Reduction of share capital/
premiums

Balance at December 31, 2004

Balance at January 1, 2005
excluding IAS 32/39

Impact of IAS 32/39

Balance at January 1, 2005
Cash flow hedges, net of tax
Other movements

Currency translation differences

Net income/(expenses)
recognized directly in equity

Profit/(loss) for the period

Total recognised income for
the period

Employee share options

Issue/Reduction of share capital/
premiums

Balance at December 31, 2005

34,139 | 275,153

466 126

34,605 | 275,279

34,605 275,279

34,605 275,279

278 -76,392

34,883 | 198,887

-149

-107

-107

-107

-256

-256

-256

-256

745
3,052
3,052
3,052
745 3,052
745 3,052
2,246
2,991 3,052
-2,951
-2,147
-2,951 -2,147
-2,951 -2,147
291
331 905

-135,109

-9,084

2,310
-6,774

7,097
323

-134,786

-134,786

-134,786

347

347

3,048
3,395

-131,391

144

50

50

50

468

468

468

518

174,923

-9,285
5,362
-3,923

7,097
3,174

592

178,689

178,689

2,246

180,935
-2,951
815
-2,147
-4,283

3,048
-1,235

291
-76,114

103,877



The Group has chosen to present the cash flow statement using the indirect method.

CASH FLOW FROM OPERATING ACTIVITIES
Net profit for the year 3,048 7,097

Adjustments for:

Depreciation and impairment of property, plant and equipment 9 9,987 15,264
Amortization and impairment of intangible assets 8 851 980
Write-off on receivables 14 2,900 1,759
Foreign exchange differences -9,440 6,146
Changes in fair value ((gains)/losses) on financial assets 24 1,116 -1,046
Change in provisions 19 2,415 1,042
Taxes 25 2,456 1,879
Share of result of associates and joint ventures accounted for using 10 638 330
the equity method

Other non-cash items 69 921
Net profit before changes in working capital 14,040 34,372
Accounts receivable, other receivables, and accruals -14,088 -1,141
Inventories 1,228 3,782
Accounts payable, other payables and accruals 581 -7,755
Changes in working capital -12,279 -5,114
Income tax paid -1,244 -876
Interest paid 24 1,667 3,591
Interest received 24 -1,283 -1,476

Net cash generated from operations 901 30,497



CASH FLOW FROM INVESTING ACTIVITIES
Acquisitions of property, plant and equipment
Acquisitions of intangible assets

Disposals of fixed assets

Acquisitions of subsidiaries, net of cash acquired
Acquisition of third party and equity-accounted companies

Disposals of subsidiaries and equity-accounted companies, net of
cash disposed of

Other investing cash flows

Net cash (used in)/ generated from investing activities

CASH FLOW FROM FINANCING ACTIVITIES
Proceeds from borrowings

Repayments of borrowings

Interest paid

Interest received

Capital/ Share premium increase/(decrease)
Other financing cash flows

Net cash used in financing activities

Net cash and cash equivalents at beginning of the year
Change in net cash and cash equivalents
Exchange gains on cash and cash equivalents

Net cash and cash equivalents at end of the year

26

26

16
26

17

17

-5,957
-831
209
21,194
254
371

-3,477
-31,133

8,362
-56,070
-1,667

1,283

-74,939

3,366

-68,665

139,594
-98,897
3,011
43,708

-15,062
-487
261
-7,922
-297
204,455

2,091
183,039

3,921
-116,856
=881
1,476
589

0
-114,461

39,426
99,075
1,093
139,594



1 SUMMARY OF SIGNIFICANT IFRS
GROUP ACCOUNTING POLICIES

The significant IFRS Group accounting policies that
are applied in the preparation of these Group IFRS
consolidated financial statements are set out below.

These consolidated financial statements of [BA
for the year ended December 31, 2005 have been
drawn up for the first time in compliance with IFRSs
("International Financial Reporting Standards”) and
IFRIC interpretations (“International Financial Reporting
Interpretations Committee”) adopted by the European
Union, issued and effective or issued and early adopted
as at December 31, 2005.

IBA's consolidated financial statements were prepared
in accordance with Belgian Generally Accepted
Accounting Principles (GAAP) until December 31, 2004.
These Belgian GAAP differ in some areas from IFRS.
In preparing IBA's 2005 IFRS consolidated financial
statements, management has amended certain
accounting, valuation and consolidation methods
applied in the Belgian GAAP financial statements to
comply with IFRS. The comparative figures in respect
of 2004 were restated to reflect these adjustments,
except as described in the accounting policies.

Reconciliations and descriptions of the effect of the
transition from Belgian GAAP to IFRS on the Group's
opening equity as at January 1, 2004, the equity at
December 31, 2004, the 2004 net income and cash
flows are provided in Note 4.

These consolidated financial statements have been
prepared under the historical cost convention, as
modified by the revaluation of available-for-sale
financial assets and financial assets and financial
liabilities (including derivative instruments) at fair value

through profit or loss.

These financial statements are prepared on an
accruals basis and on the assumption that the entity
is a going concern and will continue in operation in the
foreseeable future.

The preparation of financial statements in accordance
with IFRS requires the use of certain critical
accounting estimates. It also requires management
to exercise judgment in the process of applying the
Company’s accounting policies. The areas involving
a higher degree of judgment or complexity, or areas
where assumptions and estimates are significant to
the consolidated financial statements are disclosed in
Note 3.

New standards, amendments and interpretations
to existing standards have been published that
are mandatory for the Group’s accounting periods
beginning on or after January 1, 2006.The Group has
not early adopted these standards and is currently
assessing the impact of such standards and IFRIC
interpretations.

The parent and all the subsidiaries that it controls are
included in the consolidation.

1.3.1 SuBSIDIARIES

Assets and liabilities, rights and commitments, income
and charges of the parent and its subsidiaries that it
controls exclusively are consolidated in full. Control is
the power to govern the financial and operating policies
of an entity so as to obtain benefits from its activities.
It is presumed to exist when the IBA Group holds at
least 50%, plus one share of the entity’s voting power;
these presumptions may be rebutted if there is clear
evidence to the contrary. The existence and effect of
potential voting rights that are currently exercisable or
convertible are considered when assessing whether
the Group controls an entity.



Consolidation of a subsidiary takes place from the
date of acquisition, which is the date on which control
of the net assets and operations of the acquiree is
effectively transferred to the acquirer. From the date
of acquisition, the parent (the acquirer) incorporates
into the consolidated income statement the financial
performance of the acquiree and recognizes in the
consolidated balance sheet the acquired assets and
liabilities (at fair value), including any goodwill arising
on the acquisition. Subsidiaries are de-consolidated
from the date on which control ceases.

The following eliminations are made on consolidation:

e the carrying amount of the parent’s investment in
each subsidiary and the parent’s portion of equity of
each subsidiary are eliminated;

® minority interests in the net assets of consolidated
subsidiaries are identified and presented in the
consolidated balance sheet separately under the
caption “Minority interests” within equity;

e the portion of the result of the fully consolidated
subsidiaries attributable to shares held by entities
outside the Group is presented in the consolidated
income statement under the caption «Result
attributable to minority interests»;

e intra-group balances and transactions and unrealized
gains and losses on transactions between Group
companies are eliminated in full.

Consolidated financial statements are prepared using
uniform accounting policies for like transactions and
other events in similar circumstances.

1.3.2 ASSOCIATES

An associate is an entity in which the investor has
significant influence, but which is neither a subsidiary
nor ajoint venture (see next sub-section) of the investor.
Significant influence is the power to participate in the
financial and operating policy decisions of the investee
but not to control those policies. It is presumed to exist
when the investor holds at least 20% of the investee's
voting power but not to exist when less than 20% is

held; these presumptions may be rebutted if there is
clear evidence to the contrary.

All associates are accounted for using the equity
method: the participating interests are separately
included in the consolidated balance sheet (under the
caption “Investments in associates”) at the closing
date at an amount corresponding to the proportion
of the associate’s equity (as restated under IFRS),
including the result for the year. Dividends received
from an investee reduce the carrying amount of the
investment.

The portion of the result of associates attributable to
the Group is included separately in the consolidated
income statement under the caption «Share of the
profit/ (loss) of associates».

Unrealized profits and losses resulting from
transactions between an investor (or its consolidated
subsidiaries) and associates are eliminated to the
extent of the investor's interest in the associate.

1.3.3 JOINTLY CONTROLLED ENTITIES
Similarly as for associates, the equity method is used
for the entities over which joint control is exercised
(i.e. joint ventures) by the Group.

1.3.4 TREATMENT OF GOODWILL OR NEGATIVE GOODWILL
Business combinations are the bringing together of
separate entities or businesses into one reporting
entity. A business is a set of activities and assets
applied and managed together in order to provide a
return or any other economic benefit to its investors.
It consists of inputs, processes and outputs used to
generate revenues. In all business combinations,
one entity (the acquirer) obtains control that is not
transitory of one or more other entities or businesses
(the acquiree).

All business combinations (acquisition of businesses)
that arose as from January 1, 2004 are accounted for by
applying the purchase method. The acquirer measures



the cost of the business combination at the acquisition
date (the date on which the acquirer obtains control
over the net assets of the acquiree) and compares
it with the fair value of the acquiree's identifiable
net assets, liabilities and contingent liabilities. The
difference between the two represents goodwill (if
this difference is positive) or negative goodwill (if this
difference is negative).

For all business combinations that arose before
January 1, 2004, no retrospective restatement to fair
value has been made. Goodwill that was reported in
the Belgian GAAP financial statements at December
31, 2003 is kept unchanged in the IFRS opening
balance sheet, subject to an impairment test.

Goodwill is not amortized under IFRS but instead is
tested for impairment:

e at January 1, 2004 for any goodwill that was already
present in the Belgian GAAP financial statements;

e annually subsequently (or more frequently if
circumstances require it).

Negative goodwill is recognized as a profit under
IFRS.

1.3.5 AcQuISITION OF MINORITY INTERESTS

The excess of the acquisition cost of minority interests
over the balance of these minority interests in the
balance sheet is deducted from equity («economic

entity model»).
USD 1.1843
SEK 9.4097
GBP 0.6882
CNY 9.5535

1.3.6 TRANSLATION OF FINANCIAL STATEMENTS OF FOREIGN
OPERATIONS

All assets (including goodwill) and liabilities, both

monetary and non-monetary, are translated at the

closing rate. Income and expenses are translated

at the rate of the date of the transaction (historical

exchange rate) or at an average rate for the month.

The principal exchange rates that have been used are
as follows (see table below):

Recognition as an intangible asset is required when
(1) it is identifiable, i.e. it is separable (i.e., it can be
sold, transferred or licensed), or where it arises from
contractual or other legal rights (2) it is probable that
future economic benefits attributable to the asset will
flow to IBA (3) IBA can control the resource and (4) the
cost of the asset can be measured reliably.

Intangible fixed assets are carried at acquisition cost
less any accumulated amortization and less any
accumulated impairment loss.

Cost includes the fair value of the consideration given
to acquire the asset and any costs directly attributable
to the transaction, such as relevant professional fees or
non-refundable taxes. Indirect costs as well as general
overheads are not included. Expenditure previously
recognized as an expense is not included in the cost
of the asset.

1.2457 1.3564 1.2438
9.28565 9.0108 9.1274
0.6842 0.7071 0.6788

10.2227 11.2127 10.3182



Costs arising from the research phase of an internal
project are expensed as incurred. Costs arising from
the development phase of an internal project (product
development project or IT project) are recognized as
an asset when IBA can demonstrate: its technical
feasibility, its intention to complete the developments,
how the intangible asset will generate probable future
economic benefits (for example, the existence of a
market for the output of the intangible asset or for the
intangible asset itself), the availability of resources to
complete the development, and its ability to measure
the attributable expenditure reliably. Maintenance
costs, as well as the costs of minor upgrades whose
objective is to maintain (rather than increase) the
level of performance of the asset, are expensed as
incurred.

The above recognition criteria are fairly strict and are
applied prudently.

No borrowing cost is included in the acquisition cost of
the intangible fixed assets. The cost of the intangible
assets is allocated on a systematic basis over the
useful life of the asset, using the straight-line method.
The applicable useful lives are mentioned in the table
below.

Amortization commences only when the asset is
available for use, in order to achieve a proper matching
of costs and revenue.

Product development costs

IT development costs relating to major software (e.g.: ERP)
Other software

Concessions, patents, licenses, know-how, trademarks and

3 years except if a longer useful life (however not exceeding
5 years is justified

5 years
3 years

3 years except if a longer useful life is justified

other similar rights

Goodwill

Tangible fixed assets are carried at acquisition cost
less any accumulated depreciation and less any
accumulated impairment loss.

Cost includes the fair value of the consideration given
to acquire the asset (net of discounts and rebates) and
any directly attributable cost of bringing the asset to
working condition for its intended use (inclusive of
import duties and taxes). Directly attributable costs are
the cost of site preparation, delivery, installation costs,
relevant professional fees, and the estimated cost of
dismantling and removing the asset and restoring the
site (to the extent that such a cost is recognized as a
provision).

Not amortized but tested for impairment at least annually

No borrowing cost is included in the acquisition cost of
the tangible fixed assets.

The depreciable amount is allocated on a systematic
basis over the useful life of the asset, using the
straight-line method. The depreciable amount is the
acquisition cost, except for vehicles. For vehicles, it is
the acquisition cost less the residual value of the asset
at the end of its useful life.



The applicable useful lives are:

Land
Office buildings
Industrial buildings

Cyclotrons and vaults

Laboratory equipment
Other technical equipment
Hardware

Furniture and fittings

Vehicles

Repair or maintenance costs which restore, rather than
increase, the standard of performance of the asset are
expensed as incurred.

1.5.1 LEASE TRANSACTIONS

A finance lease, which transfers substantially all the
risks and rewards incident to ownership is recognized
as an asset and a liability at amounts equal to the fair
value of the leased assets or, if lower, the present value
of the minimum lease payments (= sum of capital and
interest portions included in the lease payments).
Lease payments are apportioned between the finance
charge and the reduction of the outstanding liability.
The depreciation policy for leased assets is consistent
with that for similar assets owned.

1.5.2 INVESTMENT PROPERTIES
Investment properties are carried at acquisition cost

less any accumulated depreciation and less any
impairment loss.

An impairment loss is recognized when the carrying
amount of an asset exceeds its recoverable amount,

Not depreciated
33 years
33 years

15 except in rare and specific circumstances,
where a different useful life is justified

5 years

5to 10 years

3 to 5 (5 for major mainframes)
5to 10 years

2 to 5 years

which is the higher of its fair value less costs to sell
(corresponding to the cash that IBA can recover
through sale) and its value in use (corresponding to
the cash that IBA can recover if it continues to use
the asset).

When possible, the tests have been performed on
individual assets. When however it is determined that
assets do not generate independent cash flows, the
test is performed at the level of the cash-generating
unit (CGU) to which the asset belongs (CGU = the
smallest identifiable group of assets that generates
inflows that are largely independent from the cash
flows from other CGUs).

Goodwill arising on a business combination is allocated
among the group’s CGUs that are expected to benefit
from synergies as a result of the business combination.
This allocation is based on management'’s assessment
of the synergies gained and is not dependent on the
location of the acquired assets.

Goodwill (and the related CGU) is tested for
impairment annually, since they are not amortized (or
more frequently if circumstances require it), even if no
indication of impairment exists. Other intangible and
tangible fixed assets/ CGUs are tested only if there is
an indication that the asset is impaired.



Any impairment loss is first charged against goodwill.
Any impairment loss exceeding the book value of
goodwill is then charged against the other CGU's fixed
assets only if their recoverable amount is below their
net book value. Reversals of impairment losses (other
than on goodwill) are recorded if justified.

Inventories are measured at the lower of cost and net
realizable value at the balance sheet date.

The cost of inventories comprises all costs incurred
in bringing inventories to their present location and
condition, including indirect production costs but
excluding borrowing costs. Administrative overheads
that do not contribute to bringing inventories to their
present location and condition, selling costs, storage
costs and abnormal amounts of wasted materials are
not included in the cost of inventories.

The standard cost method is used. When the standard
cost of an item of inventory at period-end does not
approximate its actual cost, it is adjusted to its actual
cost.

The allocation of fixed production overheads to the
production cost of inventories is based on the normal
capacity of the production facilities.

The cost of inventories that are ordinarily
interchangeable is assigned by using the weighted
average cost formula. The same cost formula is used
for all inventories that have a similar nature and use to
the entity.

Net realizable value is the estimated selling price in the
ordinary course of business less the estimated costs
of completion and the estimated costs necessary to
make the sale (e.g. sales commissions).

IBA books a write-down when the net realizable value
at balance sheet date is lower than the cost.

IBA applies the following policy for write-down on

slow-moving items:

¢ if no movement after 1 year: write-off over 3 years;

¢ if movement occurs at any point in time: reversal of
the previous write-off.

Revenue arising from the sale of goods is recognized
when an entity transfers the significant risks and
rewards of ownership and collectibility of the related
receivable is reasonably assured.

The transaction is not a sale and revenue is not
recognized when: (1) IBA retains an obligation for
unsatisfactory performance not covered by normal
warranty provisions; (2) the receipt of revenue from
a particular sale is contingent on the derivation of
revenue by the buyer from its sale of the goods; (3)
the buyer has the power to rescind the purchase for
a reason specified in the sales contract; and (4) IBA is
uncertain about the probability of return.

Revenue is normally recognized when the buyer
accepts delivery, and installation and inspection
are complete. However, revenue is recognized
immediately upon the buyer's acceptance of delivery
when installation is simple in nature.

Revenue from the rendering of services is recognized
by reference to the state of completion of the
transaction at the balance sheet date using rules
similar to those for construction contracts (see next
section): revenue is recognized at the same rhythm as
the costs are incurred. Unless it is clear that the trend
for the occurrence of the costs is not linear, revenue
are spread evenly over the period of the services.

The recognition criteria are applied to the separately
identifiable components of a single transaction wheniitis
necessary to reflect the substance of the transaction.



Interest income is recognized using the effective
yield method. Royalties are recognized on an accrual
basis in accordance with the substance of the relevant
agreement. Dividends relating to year N are recognized
when the shareholder’s right to receive payment is
established (i.e. in year N+1).

Contract costs comprise:

e direct and indirect production costs (same as for
inventories above);

e such other costs as are specifically chargeable to the
customer under the terms of the contract; and

e costs incurred in securing the contract if they can be
separately identified and measured reliably and if it is
probable that the contract will be obtained.

When the outcome of a construction contract (i.e.
estimation of the final margin) can be estimated
reliably, contracts in progress are measured at
production cost, increased, according to the stage of
completion of the contract, by the difference between
the contract price and production cost (“percentage-
of-completion” method). The stage of completion is
determined based on actual costs incurred to date
compared to the estimated costs to completion
(costs that do not reflect the work performed such
as commissions and royalties are excluded for this
calculation). The percentage of completion is applied
on a cumulative basis.

When the outcome of the contract cannot be estimated
reliably, revenue is recognized only to the extent of
costs incurred that it is probable will be recovered;
contract costs are recognized as an expense as
incurred. When it is probable that total contract costs
will exceed total contract revenue, the expected loss
are recognized as an expense immediately.

The IBA Group presents as an asset the gross amount
due from customers for contract work for all contracts
in progress for which costs incurred plus recognized

profits (less recognized losses) exceeds progress
billings. Progress billings not yet paid by customers
and retention are included within ‘trade and other
receivables’.

The IBA Group presents as a liability the gross amount
due to customers for contract work for all contracts
in progress for which progress billings exceed costs
incurred plus recognized profits (less recognized
losses).

Should financial guarantees be given to third parties
in relation to a contract and these guarantees involve
a financial risk for IBA, a financial liability would be
recognized.

Receivables after and within one year are recognized
initially at fair value and subsequently measured at
amortized cost, i.e. at the net present value of the
receivable amount. Unless the impact of discounting
is material, the nominal value is taken. Receivables are
written down, when receipt of all or part is uncertain
or doubtful.

Receivables are written down when receipt of all or
part is uncertain or doubtful.

As general guideline, IBA applies the following policy
for write-downs on bad/ doubtful debts:

® 25% after 90 days overdue;
* 50% after 180 days overdue;
® 75% after 270 days;

* 100% after 360 days.

An individual assessment of the recoverability of the
receivables is however made, and exceptions to the
above general guideline are made if justified.



From January 1, 2004 to December 31, 2004

Term deposits, investments in interest bearing
securities and in shares were measured at amortized
cost, subject to impairment being recorded where the
realizable value of the asset was below its carrying
amount.

From January 1, 2005
Following the application of IAS 39, the Group

classifies its financial assets in the following
categories: loans and receivables and available-for-
sale financial assets.

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that are
not quoted in an active market and with no intention
of trading.

Term deposits are classified as loans and receivables
under |AS 39. Investments in interest bearing
securities, as well as investments in shares (other than
shares in subsidiaries, joint ventures and associates)
are accounted for as available-for-sale financial assets.
They are recorded at fair value with gains and losses
reported in equity, until they are impaired or sold, at
which time the gains or losses accumulated in equity
are recycled into the income statement.

Where there are indicators of impairment, all financial
assets are subject to an impairment test. The indicators
should provide objective evidence of impairment as a
result of a past event that occurred subsequent to the
initial recognition of the asset. Expected losses as a
result of future events are not recognized, no matter
how likely.

Cash balances are recorded at their nominal value. Cash
equivalents are short-term, highly liquid investments
with a maturity date not exceeding three month as from
acquisition date. Cash and cash equivalents include
bank overdrafts.

Ordinary shares are classified under the caption “share
capital”.

Treasury shares are deducted from equity. Movements
on treasury shares do not affect the income
statement.

Charges to be deferred are the prorated amount of
charges incurred during the current or prior financial
periods but which relate to one or more subsequent
periods; accrued income are the prorated amount of
income which relates to the current or prior periods but
which will only be received in subsequent periods.

Capital grants are recorded under deferred income.
The grants are recognized as income at the same rate
as the depreciation of the related fixed assets.

A provision is recognized only when:

¢ |[BA has a present obligation to transfer economic
benefits as a result of past events;

® it is probable (more likely than not) that such a
transfer will be required to settle the obligation; and

® a reliable estimate of the amount of the obligation
can be made.

When the impact is likely to be material (for long-term
provisions), the amount recognized as a provision
is estimated on a net present value basis (discount
factor). The increase in provision due to the passage
of time is recognized as an interest expense.

A present obligation arises from an obligating event
and may take the form of either a legal obligation or a



constructive obligation (a constructive obligation exists
when IBA has an established pattern of past practice
that indicates to other parties that it will accept certain
responsibilities and as a result has created a valid
expectation on the part of those other parties that it
will discharge those responsibilities). An obligating
event leaves IBA no realistic alternative to settling the
obligation, independently of its future actions.

Provisions for decommissioning costs, for restoring
sites are recorded as appropriate in application of the
above.

Provisions for future operating losses are strictly
prohibited.

If IBA has an onerous contract (the unavoidable costs
of meeting the obligations under the contract exceed
the economic benefits expected to be received under
it), the present obligation under the contract are
recognized as a provision.

A provision for restructuring is only recorded if IBA
demonstrates a constructive obligation to restructure
at the balance sheet date. The constructive obligation
should be demonstrated by: (a) a detailed formal plan
identifying the main features of the restructuring; and
(b) raising a valid expectation to those affected that it
will carry out the restructuring by starting to implement
the plan or by announcing its main features to those
affected.

1.17.1 PENSIONS

Premiums paid in relation to a defined contribution
plan are expensed as incurred. Defined contribution
plans are post-employment benefit plans under which
IBA pays fixed contributions into a separate entity (a
fund) and will have no legal or constructive obligation
to pay further contributions if the fund does not hold
sufficient assets to pay all employee benefits relating

to employee service in the current and prior periods.

Plans other than defined contribution plans are
defined benefit plans. Unfunded obligations arising
from a defined benefit plan are provided for using the
Projected Unit Credit Method (an actuarial valuation
method). Unfunded obligations arising from other long-
term or post-employment benefits are also provided
for using the Projected Unit Credit Method.

IBA does not have any defined benefit plans as at
December 31, 2005 and at December 31, 2004.

1.17.2 STOCK OPTION PLANS (SHARE BASED PAYMENTS)
Share-based payments cover transactions to be settled
by shares, share options or other equity instruments
(granted to employees or other parties); or in cash
or other assets (cash-settled transactions) when the
amount payable is based on the price of the entity’s
shares.

All transactions involving share-based payments are
recognized as assets or expenses, as appropriate.

Equity-settled share-based payment transactions are
measured at the fair value of the goods or services
received at the date on which the entity recognizes
the goods and services. If the fair value of goods
or services cannot be estimated reliably (such as
employee services), the entity should use the fair
value of the equity instruments granted. Equity-settled
share-based payments are not re-measured.

Cash-settled share-based payments are measured at
the fair value of the liability. IBA does not have such
plans.

The comprehensive method as well as the liability
method is used. Deferred taxes are recorded on the
temporary differences arising between the carrying
amount of the balance sheet items and their tax base,



using the rate of tax expected to apply when the asset
is recovered or the liability is settled.

There are three exceptions to the general principle
that deferred taxes are provided on all temporary
differences. Deferred taxes are not to be provided on:

e goodwill that is not amortized for tax purposes;

e initial recognition of an asset or liability in a transaction
that is not a business combination and that affects
neither accounting profit nor taxable profit; and

® investments in subsidiaries, branches, associates
and joint ventures (deferred taxes should only be
recognized when IBA has control over the distribution
and it is likely that dividends will be distributed in the
foreseeable future).

A deferred tax asset is recognized for all deductible
temporary differences to the extent that it is probable
that taxable profit will be available against which the
deductible temporary difference can be utilized. The
same principles apply to recognition of deferred tax
assets for unused tax losses carried forward. Prudence
is applied when making this assessment.

Deferred taxes are calculated at the level of each
fiscal entity in the Group. IBA is able to offset deferred
tax assets and liabilities only if the deferred balances
relate to income taxes levied by the same taxation
authority.

Payables after and within one year are measured at
amortized cost, i.e. at the net present value of the
receivable amount. Unless the impact of discounting
is material, the nominal value is taken.

Accrued charges are the prorated amount of charges

which will be paid in a subsequent financial period
but which relate to a prior financial period; deferred
income are the prorated amount of income received
during the current or prior financial periods but which
relates to a subsequent

Foreign currency transactions are converted into the
functional currency of the Group entity party to the
transaction using the exchange rates prevailing at the
dates of the transactions. Foreign exchange gains
and losses resulting from the settlement of such
transactions and from the conversion at the period-
end exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognized in
the income statement.

Exchange differences arising in consolidation on
monetary items that form part of the reporting entity’s
net investment in a foreign entity (i.e. when settlement
is neither planned nor likely to occur in the foreseeable
future) are recorded in equity if the following two
conditions are met: (1) the loan is made in either
the functional currency of the reporting entity or the
foreign operation; and (2) the loan is made between
the reporting entity and a foreign operation.

From January 1, 2004 to December 31, 2004
Derivative financial instruments were measured at

fair value with changes in fair value recognized in the
income statement, except for specific transactions
that were entered into to hedge foreign exchange
risks, for which hedge accounting was applied under
Belgian GAAP.

From January 1, 2005

Derivatives are accounted for at fair value as from the
date the contracts are entered into. Changes in the
fair value of derivative transactions are accounted for
through income statement unless the derivatives are




designated as Cash Flow hedges under IAS 39. The
Group designates certain derivatives as either hedges of
the fair value of recognized assets or liabilities (fair value
hedges) or hedges of the cash flow variability of highly
probable forecasted transactions (cash flow hedges) or
hedges of net investments in foreign operations.

The Group documents at the inception of the transaction
the relationship between the hedging instruments and
the hedged item as well as its risk management objective
and strategy for undertaking various hedge transactions.
The Group also documents its assessment, both at
hedge inception and on an ongoing basis, of whether
the derivatives that are used in hedging transactions are
highly effective in offsetting changes in fair values or
cash flows of hedged items.

A) FAIR VALUE HEDGES

Changes in the fair value of derivatives that are
designated and qualify as fair value hedges are
recorded in the income statement, together with any
changes in the fair value of the hedged asset or liability
that are attributable to the hedged risk.

B) CASH FLOW HEDGES

The effective portion of changes in the fair value of
derivatives that are designated and qualify as cash
flow hedges are recognized in equity. The gain or
loss relating to the ineffective portion of the hedge is
recognized immediately in the income statement.

Amounts accumulated in equity are recycled in the
income statement in the periods when the hedged
item affects profit or loss (for example, when the
forecast sale that is hedged takes place).

When a hedging instrument expires or is sold, or
when a hedge no longer meets the criteria for hedge
accounting, any cumulative gainorloss existingin equity
at that time remains in equity and is recognized when
the forecast transaction is ultimately recognized in the
income statement. When a forecasted transaction
is no longer expected to occur, the cumulative gain

or loss that was reported in equity is immediately
transferred to the income statement.

c) NET INVESTMENT HEDGES

Certain derivative instruments do not qualify for hedge
accounting. Such derivatives are recognized at fair
value on balance sheet, with changes in fair value
recognized in the income statement.

D) DERIVATIVES THAT DO NOT QUALIFY FOR HEDGE
ACCOUNTING

Certain derivative instruments do not qualify for hedge

accounting. Such derivatives are recognized at fair

value on balance sheet, with changes in fair value

recognized in the income statement.

Abusiness segmentis a group of assets and operations
engaged in providing products or services that are
subject torisks and returns that are different from those
of other business segments. A geographical segment
is engaged in providing products or services within a
particular economic environment that is subject to risks
and returns that are different from those of segments
operating in other economic environments.

2 DESCRIPTION OF FINANCIAL RISK
MANAGEMENT POLICIES

The Group's activities expose it to a variety of financial
risks: mainly market risk (including currency risk), credit
risk, liquidity risk and interest rate risk. The Group’s
overall financial risk management program focuses
on the unpredictability of financial markets and seeks
to minimize potential adverse effects on the Group'’s
financial performance. The Group uses derivative



financial instruments to hedge certain risk exposures.
Financial risk management is carried out by a central
treasury department (Group Treasury) under policies
approved by the Audit Committee of the Board of
Directors. These policies provide written principles for
overall financial risk management, as well as written
policies covering specific areas, such as foreign
exchange risk, use of derivative financial instruments
and non-derivative financial instruments, and investing
excess liquidity. Group Treasury identifies, evaluates
and hedges financial risks in close co-operation with
the Group’s operating units.

2.1.1 MARKET RISK

a) Foreign exchange risk

The Group operates internationally and is exposed to
foreign exchange risk arising from various currency
exposures, primarily with respect to the US Dollar
and Swedish Krona. Foreign exchange risk arises
from future and committed commmercial transactions,
recognized financial assets and liabilities and net
investments in foreign operations.

To manage foreign exchange risk arising from future
and committed commercial transactions, recognized
assets and liabilities denominated in a currency
different from the entity's functional currency, entities
in the Group use foreign currency forward contracts,
transacted with Group Treasury. Group Treasury is
responsible for hedging the net position in each foreign
currency by using forward currency contracts entered
into with banks when possible and appropriate.

For segment reporting purposes, each subsidiary
designates contracts with Group Treasury as fair value
hedges or cash flow hedges, as appropriate. External
foreign exchange contracts are designated at Group
level as hedges of foreign exchange risk on specific
assets, liabilities or committed or future transactions
on a gross basis.

The Group’s general hedging policy is to hedge any
confirmed sales contracts denominated in a foreign
currency as well as expected net operational cash flows
when they can be reasonably predicted. Appropriate
documentation is prepared in accordance with IAS
39. The CFO approves and the CEO is informed of
significant hedging transactions, with reporting to the
audit committee twice a year.

Inter-company loans denominated in foreign currencies
are entered into to finance certain subsidiaries and
expose the Group to fluctuations in exchange rate.

The Group has certain investments in foreign
operations, whose net assets are exposed to foreign
currency translation risk. Currency exposure arising
from the net assets of the Group’s foreign operations
is managed primarily through borrowings denominated
in the relevant foreign currencies.

b) Other market risks

The Group is exposed to securities risk because of
commercial paper held by the Group in the context
of its excess cash management. Risk is mitigated by
selection of commercial paper and limitation of the
investment maturity.

2.1.2 CREDIT RISK

The Group has no significant exposure to credit risk.
The Company policy for large contracts is to get
appropriate letters of credit issued prior to delivery
of the equipment. The Company has also a general
agreement with the Belgian national export credit
insurance institution (OND) that foresees systematic
coverage of all large equipment transactions.

2.1.3 LiauipITy RISK

Prudent liquidity risk management implies maintaining
sufficient cash and marketable securities and the
availability of funding through an adequate amount of
outstanding credit facilities. Due to the dynamic nature
of the underlying businesses, Group Treasury aims to



maintain flexibility in funding by keeping credit lines
available.

2.1.4 CAsH FLOW AND FAIR VALUE INTEREST RATE RISK

As the Group has no significant interest-bearing
assets, the Group's income and operating cash flows
are substantially independent of changes in market
interest rates.

Please refer to Note 1.22 of these financial
statements.

The fair value of financial instruments traded in active
markets (such as publicly traded derivatives and
securities) is based on quoted market prices at the
balance sheet date. The quoted market price used for
financial assets held by the Group is the current bid
price; the appropriate quoted market price for financial
liabilities is the current ask price.

The nominal value less estimated credit adjustments
of trade receivables and payables are assumed to
approximate their fair values. The fair value of financial
liabilities for disclosure purposes is estimated by
discounting the future contractual cash flows at the
current market interest rate that is available to the
Group for similar financial instruments.

3 CRITICAL ACCOUNTING ESTIMATES
AND JUDGMENTS

The Group makes estimates and assumptions
concerning the future. The resulting accounting
estimates will, by definition seldom equal the related
actual results. The estimates and assumptions that
have a significant risk of causing a material adjustment
to the carrying amounts of assets and liabilities within
the next financial year are discussed below.

(a) Income taxes

The Group has accumulated net operating losses
useable to offset future taxable profits essentially
in Belgium, Sweden, and the US amounting to EUR
132 million at December 31, 2005. The Company has
recognized deferred tax assets amounting to EUR
16.5 million. The valuation of this asset depends on
a number of judgmental assumptions regarding the
future probable taxable profits of different group
subsidiaries in different jurisdictions. These estimates
are made prudently in the limit of the best current
knowledge. Where circumstances should change
and the final tax outcome would be different from the
amounts that were initially recorded, such differences
will impact the income tax and deferred tax provisions
in the period in which such determination is made.

In order to mitigate this risk and given the rapid
evolution of the technical environment in which the
IBA group operates, estimated taxable profits beyond
a horizon of 4 years are not considered.

(b) Provision for decommissioning costs

The production of FDG (Radioisotope segment) in the
USA, in France, in Italy and in Belgium generates some
radiation and causes the contamination of the facilities
of the production sites. This situation may require the
Group to incur restoration costs to comply with the
regulations in these various jurisdictions and to settle
any legal or constructive obligations.

Analysis and estimates are performed by the Group,
together with its legal advisers, in order to determine
the probability, timing and amount involved with
probable required outflow of resources.

In this context, provisions for decommissioning costs in
relation to the sites where radioisotopes are produced
have been recognized where an obligation exists to
incur these costs. These provisions are measured at
the net present value of the best estimate of the costs
that will need to be incurred.



In the US, an amount of approximately USD 1.1 million
is classified as restricted cash, in order to meet these
legal obligations in some specific States (lllinois &
California).

At December 31, 2005 the amount of such provisions
amounts to EUR 2.6 million.

(c) Revenue recognition

Contracts in progress are valued at their cost of
production, increased by income accrued by reference
to the percentage of completion of the contract
activity at the balance sheet date to the extent that it is
probable that the economic benefits associated with
the contract will flow to the Group. Such probability
requires some judgment. When some judgmental
criteria change from those used for the recognized
revenues, the Group’s income statement is impacted.

When appropriate, the Company revises its estimated
margin at completion to take into account the
evaluation of a residual risk that it may be subject to,
for a certain number of years. When the final outcome
of the uncertainties differs from the initial estimates,
the Group’s income statement is impacted.

Belgian GAAP figures

s

Acquisition of minority interests
Goodwill

Foreign exchange differences
Provisions

Tangible fixed assets

Intangible assets

N o oA WwN

Capital grants
Other

Total restatements

IFRS figures

4 IMPACT OF THE TRANSITION TO
IFRS

The following reconciliations provide a quantification of
the effect of the transition to IFRS at January 1, 2004
and December 31, 2004. The tables below reconcile
Belgian GAAP numbers as reported in the 2004
consolidated financial statements and IFRS numbers
reported as 2004 comparatives in these 2005 IFRS
yearly consolidated financial statements.

The table below gives the reconciliation for the
consolidated opening equity at January 1, 2004, the
consolidated 2004 result and the consolidated equity
at December 31, 2004.

181,012 6,227 -2,670 184,569
0 0 -6,913 -6,913

0 1,324 0 1,324

0 -6,146 6,146 0

-2,374 2,376 0 2
-689 979 0 290
-334 546 0 212
-2,700 1,536 =329 -1,493
-136 255 579 698
-6,233 870 -617 -5,880
174,779 7,097 -3,187 178,689



The main impacts are commented upon below:

4.1.1 AcQuisITION OF MINORITY INTERESTS

The excess of the acquisition cost of minority interests
in 2004 over the balance of these minority interests in
the balance sheet (EUR 6.9 million) has been presented
as goodwill in the Belgian GAAP consolidated financial
statements. In the absence of any specific guidance
under IFRS 3 on such transactions, IBA has applied the
economic entity model in its IFRS consolidated financial
statements and has deducted the excess amount from
equity (referring to the exposure draft relating to the
accounting of business combinations - phase Il).

4.1.2 TREATMENT OF GOODWILL

Under IFRS, goodwill is not amortized any more but
is tested for impairment yearly. Impairment tests
carried out do not indicate any impairment of existing
goodwill. The amortization charge reversed from the
Belgian GAAP 2004 consolidated financial statements
amounts to EUR 1.3 million.

An additional goodwill amortization charge of EUR 2.2
million recorded in the Belgian GAAP 2004 financial
statements and relating to the discontinued operation
S&l is also reversed in the IFRS consolidated financial
statements. This reversal does not impact the 2004
IFRS income statement since it has an opposite effect
on the gain on the disposal of S&l.

4.1.3 FOREIGN EXCHANGE DIFFERENCES ON LONG-TERM
INTER-COMPANY LOANS

Exchange differences arising on inter-company loans

that are considered as permanent financing have

been directly recorded in equity in the Belgian GAAP

consolidated financial statements.

In accordance with the tightened definition of a net
investment in a foreign operation given in IAS 21
“The Effects of Changes in Foreign Exchange Rates”
(revised in 2003), some of these exchange differences
have to be reclassified into the income statement.
This reclassification, which does not impact the total

equity, leads to the recognition of an additional charge
of EUR 6.1 million in the 2004 income statement.

4.1.4 Provisions

Criteria for recognizing a provision under IAS 37 are
generally stricter than under Belgian GAAP. Under
Belgian GAAP, the probability that the entity will incur
charges as a result of a past event is sufficient to
recognize a provision. Under IFRS, an obligation (legal
or constructive) to incur charges as a result of a past
event needs to exist in order to recognize a provision.

Provisions for decommissioning relating to the
discontinued operation S&l (EUR 2.4 million) were
however recognized under IFRS in the opening
balance sheet, and were reversed in the 2004 income
statement, following the disposal of S&lI, with no
impact on closing equity.

4.1.5 TANGIBLE FIXED ASSETS

While depreciation rates used in the Belgian GAAP
financial statements are generally in line with the
useful life of the tangible fixed assets, some of these
rates have been adjusted under IFRS to better reflect
economic reality. The overallimpactis an increase (EUR
0.3 million impact on closing equity) of the carrying
amount of the assets concerned (mainly cyclotrons).

IBA has elected not to capitalize borrowing costs
under IFRS. Therefore, the carrying amount of the
borrowing costs relating to S&l that are capitalized
under Belgian GAAP (EUR 0.4 million) has been
reversed in the opening equity and in the 2004 income
statement further to the sale of S&lI, with no impact on
the closing equity.

4.1.6 INTANGIBLE ASSETS

IBA has been adopting a prudent approach in respect
of the accounting of R&D costs in its Belgian GAAP
financial statements, expensing the costs incurred in
the income statement.

In accordance with |IAS 38 “Intangible Assets”,
research costs as well as maintenance costs and costs



of upgrades whose objective is to maintain (rather
than increase) the level of performance of the asset
have been expensed as incurred. Only development
costs that meet the strict recognition criteria under
IAS 38 have been capitalized and amortized over their
useful life as from the date the asset is available for
use (positive impact of EUR 0.5 million on the 2004
income statement).

In accordance with IFRS, the carrying amount of the
start-up costs that had been capitalized under Belgian
GAAP has been reversed in the opening equity (EUR
0.2 million).

4.1.7 CAPITAL GRANTS

Capital grants are presented net of tax in equity in the
Belgian GAAP financial statements, while they are
presented under deferred income in accordance with
IFRS.

4.1.8 FIRST-TIME ADOPTION EXEMPTIONS

IFRS 1 “First-time adoption of IFRS" prescribes as a
general rule the retrospective application to all periods
presented of those standards and IFRIC interpretations
effective at the reporting date (December 31, 2005 for
IBA). Ithoweveralsoallowsthe use of some exemptions
to this general principle. IBA's Board of Directors has
elected to use the following exemptions:

a) Business combinations

The Group has applied the business combinations
exemption in IFRS 1. Business combinations that
arose before the transition date (January 1, 2004) are
not restated (assets and liabilities of the subsidiaries
acquired before that date are not restated to their fair
value at the acquisition date retrospectively);

b) Cumulative translation differences exemption

The cumulative translation difference (CTD) at the
transition date (debit balance of EUR 33.3 million) is
set to zero. It is reclassified into the retained earnings
so that there is no global impact on equity. The
CTD that appears in the IFRS consolidated financial

statements only includes fluctuations between the
EUR and the foreign currencies in which financial
statements of foreign subsidiaries are denominated
as from January 1, 2004.

c) Exemption from restatement of comparatives
for IAS 32 and IAS 39

The Group elected to apply this exemption. No

restatement of the 2004 comparative numbers is

made with respect to IAS 32 and IAS 39 standards on

financial instruments. These standards are applied as

from January 1, 2005 onwards.

d) Share-based payment transaction exemption
No restatement is done in relation to equity-settled stock
option plans whose grant date is before November 7,
2002. Moreover, the impact of the 2004 stock option
plan on the 2004 financial statements is immaterial and
is only reflected in the 2005 financial statements.

4.1.9 IMPAIRMENT TESTS AT THE TRANSITION DATE

Assets and goodwill have been tested for impairment in
accordance with IAS 36 “Impairment of Assets” at the
IFRS opening balance sheet date (i.e. January 1, 2004).

The Discounted Cash Flow (DCF) method was used
in order to estimate the value of the identified cash
generating units (CGU). This method calculates the
present value of a business by discounting the relevant
future cash flows back to their present value using an
appropriate discountrate. Significantassumptions such
as long-term growth rates and discount rates are made
in preparing these DCF; although these are believed to
be appropriate, changes in these assumptions could
changes the outcomes of these impairment reviews.

The cash flow projections were based on financial
budgets approved by management covering a five-year
period. The assumed growth rate for each CGU does
not exceed the long-term average for the business in
which the CGUs operate.

No impairment was identified at January 1, 2004.



4.1.10 CASH FLOW STATEMENT

The Company's cash flow statement for the year
ended December 31, 2005 and the comparative
for the year ended December 31, 2004 have been
prepared following IFRS requirements. The only
significant difference observed in comparison with the
presentation adopted for the preparation of the previous
financial statements presentation is constituted by the
transfer of the interest received, interest paid and
foreign exchange impacts on deferred taxes from
operating cash flow to financing cash flow and foreign
exchange differences.

Since the exemption from restating 2004 comparatives
for IAS 32 and IAS 39 has been opted for under IFRS
1.36A, reconciliation has been carried out for equity at
the date of adoption of IAS 32 and IAS 39. Therefore,
equity at December 31, 2004 under IFRS without IAS
32 and IAS 39 is reconciled with equity at January 1,
2005 under IFRS with IAS 32 and IAS 39, as below :

Equity under IFRS at December 31, 2004 178,689
Effect of adoption of IAS 32 and IAS 39 2,246
Equity under IFRS at January 1, 2005 180,935

The adjustment of EUR 2.2 million reflects the fair value
of derivative instruments used to hedge the exchange
rate risk on cash flows related to USD denominated
contracts.

5 SEGMENT INFORMATION

On the basis of its internal financial reporting to the
Board of Directors on the one hand and the main
source of risk and profitability for the Group, on the
other hand, IBA has identified that:

e the information per business segment represents its
primary segment reporting format;

e the information per geographical segment represents
its secondary segment reporting format.

At December 31, 2005, the Group reports its figures
under two main business segments: (1) Technology
and equipments and (2) Radioisotopes.

¢ Technology & Equipment forming the technology
foundation of the Company's many businesses,
including the development, manufacture, and service
of medical and industrial particle accelerators, proton
therapy systems, and a wide range of dosimetry
products and solutions in radiation therapy.

¢ Radioisotope Production & Distribution composed
of production and distribution services for FDG (F-18
fluorodeoxyglucose a radiopharmaceutical used in
medical imaging) and the development of advanced
brachytherapy products used in the treatment of
prostate cancer;

The tables on the next two pages provide details of
the income statement for each segment. Any inter-
segment sales are contracted at arms’ length.



Net sales
Inter-segment sales

External sales

Segment result

Unallocated expenses

Financial income

Share of loss of companies consolidated using equity method
Profit before tax

Tax expense

Profit for the period from discontinued operations

PROFIT FOR THE PERIOD

Segment assets

Investments in equity accounted companies allocated to a segment
Non-allocated assets

TOTAL ASSETS

Segment liabilities
Non-allocated liabilities
TOTAL LIABILITIES

OTHER SEGMENT INFORMATION

Capital expenditure

Depreciation and impairment on PPE

Amortization on intangible assets

Non-cash expenses other than depreciation and amortization

Headcount at year-end

90,386

90,386

9,863

97,842

97,842

61,747

61,747

757
966
425
3,314
463

45,713

45,713

-5,393

-638

80,933
1,214

82,147

37,245

37,245

29,929

8,940

425

318
418

136,099
0
136,099

4,470
-5,968
7,314
-638
5,178
-2,455
325
3,048

178,775
1,214
22,766
202,755

98,992
404
99,396



Net sales
Inter-segment sales

External sales

Segment result

Unallocated expenses

Financial expense

Share of loss of companies consolidated using equity method
Profit before tax

Tax expense

Profit from the period from discontinued operations

PROFIT FOR THE PERIOD

Segment assets

Investments in equity accounted companies allocated to a segment
Non-allocated assets

TOTAL ASSETS

Segment liabilities
Non-allocated liabilities
TOTAL LIABILITIES

OTHER SEGMENT INFORMATION

Capital expenditure

Depreciation and impairment on PPE

Amortization on intangible assets

Non-cash expenses other than depreciation and amortization

Headcount at year-end

82,789
-568
82,731

13,403

172,206

172,206

57,068

57,068

1,536
493
329

-1,367
443

37,151
51
37,100

-410

-330

54,236
512

54,748

22,271

22,271

4,101

4,281

364

-181
345

119,940
-109
119,831

12,993
-6,476
-5,806
-330
381
-1,879
5215
7,097

226,442
512
36,156
263,110

79,339
5,132
84,471



The Group’s business segments operate in two main specific risks associated with the business activities in

geographical areas, the United States and the Rest of a given geographical zone.
the World.

The sales presented below are based on the location
These geographical segments have been determined of customers whereas segment balance sheet items
on the basis of the economic and political context, the are based on the location of assets.

degree of proximity of the business activities and the

SALES 75,102 60,997 136,099
Segment assets 92,131 92,895 185,026
Investments accounted for using equity method 952 262 1,214
Non-allocated assets 16,515
TOTAL ASSETS 202,755
Capital expenditure 26,901 4,681

SALES 57,810 62,021 119,831
Segment assets 65,036 179,394 244,430
Investments accounted for using equity method 0 512 512
Non-allocated assets 18,168
TOTAL ASSETS 263,110

Capital expenditure 1,767 4,045



6 LIST OF SUBSIDIARIES AND EQUITY-
ACCOUNTED UNDERTAKINGS

At December 31, 2005 the IBA Group consists of
IBA S.A. and a total of 34 companies and associated
companies in 11 countries.

IBA Radiolsotopes S.A.

IBA Pharma S.A.

IBA Pharma Invest S.A.

IBA Participations SPRL

IBA Investment SCRL

IBA Corporate Services S.A.

lon Beam Medical Appliance Technology Service Co. Ltd.
IBA Radio Isotopes France S.A.
Scanditronix Wellhofer GmbH

IBA International Ltd

IBA Molecular Imaging (India) Pvt. Ltd.
MediFlash Holding A.B.

Scanditronix Wellhofer A.B.
Scandiflash A.B.

IBA Advanced Radiotherapy A.B. (formerly Gyrab Internat. A.B.)

Scanditronix Magnet A.B.

Scanditronix Wellhofer North America Inc.
IBA Proton Therapy Inc.

Radiation Dynamics, Inc.

IBA Radiolsotopes Inc.

RadioMed Corporation

Eastern Isotopes Inc.

IBA USA Inc. (formerly IBA G.P)

New Mexico Positron LP

Lubbock West Texas Positron LLC
Pharmalogic PET Services of NJ L.L.C.
Pharmalogic PET Services of MA L.L.C.
Pharmalogic PET Services of NY L.L.C.
Cyclotech L.L.C.

IBA Molecular Montreal Holding Corp.

Of these 28 are fully consolidated and 6 are accounted
for using the equity method. The Group has elected
not to use the proportional method for any of the joint
subsidiaries.

BELGIUM 95% -
BELGIUM 100%

BELGIUM 100% 100%
BELGIUM 100% -
BELGIUM 100% -
BELGIUM 100% -
CHINA 100% -
FRANCE 100% -
GERMANY 100% -
HUNGARY 0% -100%
INDIA 61.90% +61.90%
SWEDEN 100% -
SWEDEN 100% -
SWEDEN 0% -100%-
SWEDEN 100% -
SWEDEN 100% -
USA 100% -
USA 100% -
USA 100% -
USA 100% -
USA 100%

USA 100% -
USA 100%

USA 100% 100%
USA 100% 100%
USA 100% 100%
USA 100% 100%
USA 100% 100%
USA 100% 100%
USA 100% 100%



Beta Process & Research S.A. BELGIUM 49.9% -
Betaplus Pharma S.A. BELGIUM 40%

Pharmalogic Pet Services of Montreal Cie CANADA 48% 48%
IBA Radiolsotopes ltalia S.r.L. ITALY 50% -50%
UK Radiopharma Ltd. UNITED KINGDOM 50% -
PetLing L.L.C. USA 40% -

7 BUSINESS COMBINATIONS
AND OTHER CHANGES IN THE
COMPOSITION OF THE GROUP

During 2005, IBA acquired new centers for tracers
production and distribution in the United States of
America, through the acquisition of Lubbock \West
Texas position LLC (January 2005). New Mexico
Positron LP (January 2005), Pharmalogic LLC (August
2005) and Cyclotech LLC (October 2005). The facilities,
including cyclotrons, are located in Albuguerque (New
Mexico), Lubbock (Texas), Cleveland (Ohio), Haverhill

Details of net assets acquired and goodwiill are as follows:

Purchase consideration:

— Cash paid

— Deferred consideration

— Direct costs relating to the acquisition
Total purchase consideration

Fair value of net assets acquired
Goodwill (Note 8.1)

(Massachusetts), Albany (New York) and Totowa
(New Jersey).

The acquired businesses contributed revenues of EUR
3.8 million and net loss of EUR 0.7 million to the Group
for the period from their respective acquisition dates
to December 31, 2005. The goodwill is attributable
to the significant synergies expected to arise after the
Group's acquisition of the entities.

9,345
2,955
369
12,669
1,245
11,424



The assets and liabilities arising from the acquisitions are as follows:

Cash and cash equivalents 268 268
Customer lists and other intangible assets (Note 8) 2,321 18
Property, plant and equipment (Note 9) 11,049 5,901
Inventories 65 35
Receivables 2,333 2,316
Payables -2,335 -2,294
Borrowings -8,819 -8,819
Other net assets/(liabilities) -1,577 -318
Net deferred tax liabilities (offset from deferred tax assets) -2,030 0
Net assets acquired 1,245 -2,893
Purchase consideration settled in cash 9,345
Cash and cash equivalents in subsidiaries acquired -268
Net cash outflow on acquisition 9,077

This net cash outflow can also be summarized as follows :

Enterprise value of subsidiaries acquired 21,194
Cash and cash equivalents in subsidiaries acquired -268
Borrowings of subsidiaries acquired -8,819
Deferred consideration -2,955
Other -75
Net cash outflow on acquisition 9,077

In December 2005, the Group also acquired a minority interest in a tracers production and distribution center in
Montreal.



The result of discontinued operations is set out in the
table below. In 2005, it corresponds to the sale of
the Swedish accelerators entity, Scandiflash, while in

2004, it corresponded to the sale of the Sterilization
and lonization business of the Group.

Revenues 2,017 70,019
Expenses 1,846 60,416
Profit before tax of discontinued operations 171 9,603
Income tax expense 49 2,875
Profit after tax of discontinued operations 122 6,728
Capital gain 242 1,867
Adjustments to amounts previously presented under discontinued operations -39 0
Profit from discontinued operations 325 8,595

7.2.1 DisposAL oF S&I BUSINESS

On March 25, 2004, IBA announced the signing with
PPM Ventures and PPM America Capital Partners of a
preliminary agreement for the transfer of its Sterilization
& lonization activities at a company value of USD 311.5
million. This was followed by the definitive conclusion
of this agreement on June 14, 2004 and by payment
of the net price of debts and liquidities left in the
company. The proceeds of this sale were in particular
used to repay in advance the loan of USD 115 million
taken out with a bank syndicate. The Group, which, at
the closing of the 2003 financial year had a net debt
of EUR130.3 million, showed, as of June 30, 2004,
positive net cash of EUR120 million.

The net impact of the S&I activity on IBA's income
statement is reported for the period from discontinued
operations” and amounts to a profit of EUR 8.6
million.

7.2.2 DisposAL ofF 50% oF IBA RabiolsoTopes ItaLiA
S.R.L.

Early in 2005, IBA sold 50% of its investment in
IBA Radioisotopes ltalia S.r.L. to one of the main
players in the pharmaceutical industry, Schering AG.
This transaction was carried out in the context of
the expansion of the existing joint-venture structure
between IBA and Schering AG in the field of FDG
production in Europe. Furthermore, a profit amounting
to EUR 1.3 million was generated on the sale of the
50% share of the entity to Schering AG. This disposal
was not considered as a discontinued operation.

7.2.3 DisposAL oF ScaNDIFLASH A.B.

In December 2005, the Group disposed of its Swedish
entity, Scandiflash, as part of its strategy to re-focus
on its core business. The sale generated a capital gain
of EUR 0.2 million.



8 GOODWILL AND OTHER INTANGIBLE ASSETS

Movements of goodwill are detailed as follows.

At January 1, 2004

Additions through business combinations
Disposals through sale of business
Currency translation differences

At December 31, 2004

At January 1, 2005

Additions through business combinations (Note 7.1)
Currency translation differences

At December 31, 2005

Goodwill that arose in connection with an acquisition is
allocated to the cash-generating units (CGU) concerned
and an impairment test is carried out annually on the
CGU's fixed assets (including goodwvill).

Additions to goodwill in both 2005 and 2004 were

December 31, 2004
December 31, 2005

Discount rate applied

Long-term growth rate

87,799
1,010
-72,558
1,363
17,614

17,614
11,424

2,034
31,072

allocated to the Radioisotopes business segment,
while the disposal in 2004 related to the sale of the
S&l business.

A summary per business segment of the allocation of
the carrying amount of goodwill is as follows:

3,794 13,819 17,614

3,742 27,331 31,072
10.93% 10.20%

3.00% 2.30%



The recoverable amounts of subsidiaries’ fixed assets
have been determined on the basis of their value in use.
These values in use have been calculated on the basis
of the latest business plans of IBA as approved by the
management in the framework of the 5-year strategic
plan. The cash flows beyond the 5-year period have
been extrapolated using growth rates shown in the
table above. Impairment testing uses gross budgeted

Gross carrying amount at January 1, 2004
Additions

Disposals

Transfers

Changes in consolidation scope

Currency translation differences

Gross carrying amount at December 31, 2004

Accumulated amortization at January 1, 2004
Additions

Disposals

Transfers

Changes in consolidation scope

Currency translation differences

Accumulated amortization at December 31, 2004

Net carrying amount at January 1, 2004
Net carrying amount at December 31, 2004

5,731
163

-3,895
82
2,088

4,822
452

12
-3,414
76
1,948

909
140

operational margins estimated by management on the
basis of past performance and future development
prospects. Discount rates used reflect the specific
risks in relation to the segments in question.

On the basis of these assumptions, no impairment
has been identified on goodwill either at December
31, 2005 or at December 31, 2004.

1,800 0 3,446
249 469 57

0 -64

0 91
-800 0 -1,976
-4 46
1,245 469 1,600
194 0 2,566
219 18 291

0 -31

0 0 -7

-1 0 -1,241

0 0 22

402 18 1,600
1,606 0 880
843 451 0



Gross carrying amount at January 1, 2005 2,088 1,245 469 1,600

Additions 471 23 303 34

Additions through business combinations 2,372

Transfers 541 -8 0 282

Changes in consolidation scope 20 0 0 9

Currency translation differences 43 16 0 42

Gross carrying amount at December 31, 2005 3,163 1,276 772 4,339

Accumulated amortization at January 1, 2005 1,948 402 18 1,600

Additions 292 243 86 230

Additions through business combinations 51

Transfers -26 25 0 -13

Changes in consolidation scope 0 0 0 7

Currency translation differences 31 1 0 34

Accumulated amortization at December 31, 2005 2,245 671 104 1,909

Net carrying amount at January 1, 2005 140 843 451 0

Net carrying amount at December 31, 2005 918 605 668 2,430

The majority of the intangible assets relate to software, For details of impairment testing, see Note 8.1. No
licenses for tracers production and distribution, and impairment has been identified on intangible assets
customer lists recognized through purchase accounting either at December 31, 2005 or December 31, 2004.

on the acquisitions made by the Group.



9 PROPERTY, PLANT AND EQUIPMENT

Gross carrying amount at January 1, 2004
Additions

Disposals

Transfers

Changes in consolidation scope

Currency translation differences

Gross carrying amount at December 31, 2004
Accumulated depreciation at January 1, 2004
Additions

Disposals

Transfers

Changes in consolidation scope

Currency translation differences

Accumulated depreciation at December 31, 2004

Net carrying amount at January 1, 2004
Net carrying amount at December 31, 2004

Gross carrying amount at January 1, 2005
Additions

Additions through business combinations
Disposals

Transfers

Changes in consolidation scope

Currency translation differences

Gross carrying amount at December 31, 2005
Accumulated depreciation at January 1, 2005
Additions

Additions through business combinations
Disposals

Transfers

Changes in consolidation scope

Currency translation differences

Accumulated depreciation at December 31, 2005

Net carrying amount at January 1, 2005

Net carrying amount at December 31, 2005

94,898
291

13

129
-81,830
1,561
15,036
22,594
1111
4

0
17,791
157
6,067

72,304
8,969

10,757

8,969
8,141

158,069
1,676
-352
3,707
-134,136
1,947
30,911
71,230
9,065
-266
-b4
-65,347
809
15,437

86,839
15,474

30,911
4,227
11,550
-247
-1,245
-616
3,081
47,661
15,437
6,371
3,275
-101
-665
-234
1,454
25,637

15,474
22,024

12,584
883
520
-46
-3,953
213
8,735
9,444
1,346
-394
17
-2,943
171
7,299

3,140
1,436

8,735
1,105
621
643
110
24
523
10,207
7,299
1,173
445
615
-158
11
418
8,551

1,436
1,656

83,771
11,816
0
-3,837
-92,069
2,141
1,821
28,928
2,839

0

0
-32,582
810

-5

1,826
2,085



Other property, plan and equipment mainly include
assets under construction. There is no property, plant

and equipment subject to restrictions on title.

IBA holds the following assets under financial lease contracts:

Gross book value 4,356
Accumulated depreciation 2,366
Net book value 1,990

4,236 21,264 10,867
1,976 5,798 3,219
2,260 15,466 7,648

Details of lease payments on finance liabilities related to leased assets are set out in Note 18.2.

As set out in Note 8.1, an impairment test was carried
out in respect of the non-current assets on the date of
transition and at December 31, 2005 and at December
31, 2004 to verify that the book values of property,
plan and equipment, intangible assets and goodwill
are supported by their recoverable amounts.

The key assumptions used for calculation of the values
in use at the end of 2005 are set out in Note 8.1. On
the basis of this test, impairment of EUR 3.9 million
(included in additions to depreciation) was identified
on property, plant and equipment belonging to the
Radioisotopes segment at December 31, 2005. No
impairment charge was recognized in 2004.



10 INVESTMENTS ACCOUNTED FOR USING THE EQUITY METHOD AND OTHER

INVESTMENTS

Investments accounted for using the equity method
Other investments
TOTAL

The list of equity-accounted companies is given in Note 6.2.

At January 1

Share of (loss)/profit
Acquisitions

Other movements

At December 31

1,525
222
1,747

823
-638
1,807
-467
1,625

823
178
1,000

1,136
-330
289
-272
823



Details of the Group's interest in its principal associates, all of which are unlisted, were as follows:

UK Radiopharma Ltd. UK 4,373 3,638 0 -582 50.0%
Beta Process & Research S.A. Belgium 566 1 0 -45 49.9%
Betaplus Pharma S.A. Belgium 2,364 2,427 80 -601 40.0%
IBA Radiolsotopi Italia S.r.L. Italy 4,972 4,221 885 -68 50.0%
Pharmalogic Pet Services of Canada 3,277 2,277 68 -89 48.0%
Montreal Cie.

PetLinq L.L.C. USA 487 60 101 -260 40.0%
UK Radiopharma Ltd. UK 970 331 0 -582 50.0%
Beta Process & Research S.A. Belgium 645 85 0 -188 49.9%
Betaplus Pharma S.A. Belgium 2,337 1,799 45 -401 40.0%

The Group holds 50% of the shares in IBA Radioisotopi Italia and UK Radiopharma Ltd. The assets and liabilities
of these joint ventures (consolidated by equity method) are detailed below:

Assets

Non-current assets 6,382 419
Current assets 2,963 551
TOTAL 9,345 970
Liabilities

Non-current liabilities 6,782 0
Current liabilities 977 331
TOTAL 7,759 331
Net assets 1,586 639
Revenue 885 0
Expenses -1,535 -582

Loss after tax -650 -582



11 DEFERRED TAXES

Deferred Tax assets :

- Deferred tax asset to be recovered after more than 12 months
- Deferred tax asset to be recovered within 12 months

TOTAL

Deferred Tax liabilities :

- Deferred tax liability to be recovered after more than 12 months
- Deferred tax liability to be recovered within 12 months

TOTAL

Deferred tax assets :

At January 1, 2004

Credited/(charged) to the income statement (Note 25)
Disposal of subsidiary

Offset

Exchange differences

At December 31, 2004

Credited/(charged) to the income statement (Note 25)
Offset

Exchange differences

At December 31, 2005

Deferred tax liabilities :

At January 1, 2004

(Credited)/charged to the income statement (Note 25)
Offset

Exchange differences

At December 31, 2004

Acquisition of subsidiary

Offset

Charged to equity

At December 31, 2005

16,442
73
16,515
40
0
40
1,875 80
-56 86
12,956
-452
3,684 5
18,007 161
-1,284 -88
-2,030
1,749
18,472 -1,957
452 650
-556
-452
-4
0 90
2,030
-2,030
-50
0 40

18,168
0
18,168

90

920

1,955
30
12,956
-452
3,679
18,168
-1,372
-2,030
1,749
16,515

1,102
-656
-452

90
2,030
-2,030
-60

40



Deferred income tax assets are recognised for tax At December 31, 2005, deferred taxes have not

loss carry-forwards to the extent that the realisation been recognized on the balance sheet for tax losses
of the related tax benefit through the future taxable carried forward, for a total of EUR 85.8 million (EUR
profits is probable. Note 3 explains the estimates and 95.2 million in 2004). These tax losses do not have an
judgements IBA used in making this assessment. expiry date.

12 OTHER LONG-TERM RECEIVABLES

Loans to joint ventures 2,420
Long-term receivables on contracts in progress 203 265
Receivables on disposal of subsidiaries 239
Other receivables 237 126
TOTAL 3,099 391

13 INVENTORIES AND CONTRACTS IN PROGRESS

Raw material and supplies 5,421 6,105
Finished products 3,536 3,686
Work in progress 10,035 12,446
Contracts in progress 10,272 10,567
Write-off on inventories -609 -664
Inventories and contracts in progress 28,655 32,240
Costs to date and recognized profits 81,375 58,753
Less : progress billings -71,103 -48,186
Contracts in progress 10,272 10,567
Gross amount due to customers for contract work (Note 22) 14,002 15,815

Work in progress relates to production of inventory for which a client has not yet been secured, while contracts in
progress relate to production for specific clients from whom advances have already been secured.



14 ACCOUNTS RECEIVABLE AND OTHER RECEIVABLES

The analysis of the accounts receivables and other receivables is as follows:

Amounts invoiced to customers in relation to Contracts in progress, but for
which payment has not yet been received at the balance sheet date

Other trade receivables
Impairment of doubtful receivables (-)
TOTAL

At December 31, 2005, an impairment charge of
EUR 2,900 thousand was recognized in the income
statement, of which EUR 1,100 thousand was
recognized generally on the basis of Group accounting
policies while the remaining EUR 1,800 thousand
was recognized on the receivable for a Protontherapy
contract in China (Wanjie).

Other receivables mentioned on the balance sheet
mainly include prepaid expenses and accrued
income.

12,443

27,814
-4,134
36,123

6,457

16,633
-1,689
21,401



15 CASH AND CASH EQUIVALENTS

Cash at bank and in hand

Restricted cash

Short-term bank deposits and commercial paper

TOTAL

Cash and cash equivalents decreased by EUR 96

million, of which EUR 75.2 million was due to the

reimbursement of share premiums to shareholders

(EUR 3.1 per share).

16 SHARE CAPITAL AND SHARE OPTIONS

Opening balance at January 1, 2004
Share options exercised

Capital reduction

Other

Closing balance at December 31, 2004
Share options exercised

Capital reduction

Other

Closing balance at December 31, 2005

24,528,843
113,610

24,642,453
200,000

24,842,453

In January 2005, IBA paid out EUR 76.4 million in share
premiums to its shareholders. Of this amount, EUR
1.2 million is still outstanding at December 31, 2005.

At December 31, 2005, 56.1% of IBA's shares were
publicly listed on Euronext. Full details of the Group’s

22,307
17,386
99,901
139,594

At December 31, 2005, the effective interest rate on

short-term bank deposits and commercial paper was
respectively 3.19% and 2.49% (1.42% and 2.03%
in 2004). These short-term deposits and commercial

papers have an average maturity of less than 30 days.

34,139
466

34,605
278

34,883

275,279

275,279

-76,392

198,887

-256

-256

-256

309,162
466

0

0
309,628
278
-76,392
0
233,514

shareholders are set out in the section on Share
evolution and Shareholders on page 97 of this annual

report.



During the period ended 31 December 2005, IBA had
5 equity-settled share-based payment arrangements
with employees, 1 new arrangement being entered
into during 2005.

16.2.1 OpT1ioNS GRANTED AFTER NOVEMBER 7, 2002

The details of the arrangements entered into are
described below.

Nature of the arrangement

Date of grant

Number of instruments granted
Exercise price

Share price at the date of grant
Contractual life (years)

Settlement

Expected volatility

Expected option life at grant date (years)
Risk-free interest rate

Expected dividend (dividend yield)
Expected departures (grant date)

Fair value per granted instrument determined at the grant date

Valuation model

As per the transition provisions in IFRS 2, options
granted before November 7, 2002 and not yet vested
at January 1, 2005 are not amortized through the
income statement. Details of these option plans are
given separately in section 16.2.2.

Grant of share
options

December 14, 2005

Grant of share
options

December 6, 2004

90,000 886,000
6.37 6.36
7.13 4.68

6 6
Shares Shares
52.04% 31.76%
4.5 4.5
3.04% 2.96%
0% 0%
0% 0%
3.51 0.95

Black & Scholes

Black & Scholes



The entity uses the Black & Scholes model to value
options with no vesting conditions other than time. The
expected volatility for the share option arrangements
is based on historical volatility determined by the
statistical analysis of daily share price movements
over the past year. The fair value of the shares for
the arrangements in which shares are granted was
based on the average quoted share price for the 30
days preceding the grant date. No dividend payments
are expected since the Group is not in a position
to distribute any, due to its tax loss position, and
consequently, the measurement of the options’ fair
value did not consider dividends.

September 30, 2010 6.36
September 30, 2011 6.37
TOTAL

A charge of EUR 0.3 million was recognized in the
financial statements (before taxes) for share-based
payment transactions with employees. As mentioned
in the note on the transition to IFRS, this amount
includes the proportional charge for the 2004 share-
based payment scheme which was not booked in the
2004 income statement

The share options outstanding at December 31, 2005
have the following expiry dates and exercise prices.

The movements in the share options can be summarized as follows:

Outstanding at January 1 6.36
Granted 6.37
Forfeited (-)

Outstanding at December 31 6.36

Exercisable at year-end

886,000 6.36 886,000
90,000
976,000 886,000
886,000 0
90,000 6.36 1,000,000
6.36 -114,000
976,000 6.36 886,000
0 0



16.2.2 OrT1ioNSs GRANTED BEFORE NOVEMBER 7, 2002

The share options outstanding at December 31 and not accounted for under IFRS 2 have the following expiry dates
and exercise prices:

February 28, 2009 28.00 167,148 28.00 167,148
December 31, 2010 15.70 260,525 15.70 260,525
August 31, 2012 5.11 1,158,890 5.11 1,833,110
TOTAL 1,586,563 2,260,783

The movements in these share options can be summarized as follows:

Outstanding at January 1 8.02 2,260,783 7.69 3,632,629
Forfeited (-) 5.11 -474,220 6.93 -1,184,199
Exercised (-) 5.11 -200,000 4.34 -113,610
Lapsed (-) 4.29 -74,037
Outstanding at December 31 9.26 1,586,563 8.02 2,260,783

Exercisable at year-end 1,586,563 2,260,783



17 RESERVES

Hedging and other reserves
Cumulative translation differences

Retained earnings

Hedging and other reserves include legal reserves.

In terms of the Companies Code, the legal reserve
must amount to at least 10% of the share capital of
the company. Until such time as this level is attained,
a top slice of at least one-twentieth of the net profit for
the year (determined according to Belgian accounting
law) must be allocated to forming this reserve fund.
The current level of the legal reserve is sufficient in
terms of the statutory requirement.

18 BORROWINGS

Non-current

Bank borrowings (Note18.1)
Financial lease liabilities (Note 18.2)
Other borrowings (Note 18.3)
TOTAL

Current

Bank borrowings (Note 18.1)
Financial lease liabilities (Note 18.2)
TOTAL

331 745
905 3,052
-131,391 -134,786

The hedging reserve includes changes in the fair value
of financial instruments used to hedge cash flows of
transactions that have not yet occurred.

Cumulative translation differences include differences
related to the conversion of financial statements
of consolidated entities whose functional currency
is not the euro. They also include foreign exchange
differences arising on long-term loans that form part
of the Group’s net investment in foreign operations as
per IAS 21.

701 2,711
13,589 9,478
5,066 4,423
19,356 16,612
1,020 1,039
5,035 2,711

6,055 3,750



Current
Non-current
TOTAL

Movements on bank borrowings can be detailed as follows:

Opening amount

Disposal of borrowings via subsidiaries disposed of
New borrowings

Repayments of borrowings

Reclassifications

Currency translation differences

Closing amount

The maturities of bank borrowings are detailed as follows:

One year or less

Between one and two years
Between two and five years
Over five years

TOTAL

701
1,020
1,721

1,020
632

60
1,721

2,711
1,039
3,750

117,329
-7,387
3,655
-112,854
20

2,987
3,750

1,039
1,670
965
76
3,750



The effective interest rates for bank borrowings at the balance sheet date were as follows:

5.45% 4.35% 5.40% 4.93%

The carrying amounts of the Group's borrowings are denominated in the following currencies:

EUR 1,625 3,607
SEK 196 243
TOTAL 1,721 3,750

Undrawn borrowing facilities are as follows:

Floating rate

— expiring within one year 106
— expiring beyond one year 16,873 12,501
TOTAL 16,979 12,501

The facilities expiring within one year are annual facilities subject to review at various dates during 2006. The other
facilities have been arranged to help finance the proposed expansion of the Group's activities in Europe.



Minimum lease payments on finance lease liabilities are as follows:

Not later than one year
Later than one year and not later than five years

Later than five years

Future finance charges on finance leases (-)

Present value of finance lease liabilities

The present value of lease liabilities is as follows:

Not later than one year

Later than one year and not later than five years
Later than five years

TOTAL

6314
12,463

2,891
21,668
-3,044
18,624

5,035
11,218
2,371
18,624

The carrying amounts of the lease liabilities are denominated in the following currencies:

EUR
usb
TOTAL

The average interest rate paid on lease liabilities at December 31, 2005 was 7.88% (6.85% in 2004)

1,281
17,343
18,624

3,122
2,809
8,399
14,330
-2,141
12,189

2,711
2,678
6,800
12,189

1,466
10,723
12,189

Other liabilities relate to an industrial development revenue bond held in the Unites States, maturing in 2009.



19 PROVISIONS

At January 1, 2005 2,210
Additions (+) 341
Wirite-backs (-)

Utilizations (-)

Reclassifications

Currency translation difference 63
Total Movement 404
At December 31, 2005 2,614

1,984 2,600 1,368 8,162
2,600 0 51 2,992
-27 -629 -21 577
-797 -950 -41 -1,788
87 0 -1,170 -1,082

© 197 =18 238
1,854 -1,281 -1,194 -218
3,838 1,319 174 7,945

Provisions for decommissioning costs in relation to the
Group sites where radioisotopes are produced have
been recognized where an obligation exists to incur
these costs. These provisions are measured at the net
present value of the best estimate of the costs that
will need to be incurred. More information on these
provisions is included in Note 3 of this report.

Provisions for guarantees cover warranty and potential
termination losses on machines sold to clients.

Provisions for litigation at December 31, 2005 mainly
relate to the potential tax litigation in Sweden for which
a provision of EUR 1.3 million was recognized in 2004.
At December 31, 2004, the provisions were related to
the sales of the S&I business, all of which were used
or reversed during 2005.

Other provisions included an amount of 1.2 million
which was reclassified to other long-term liabilities at
December 31, 2005.



20 OTHER LONG-TERM LIABILITIES

Advances received from local government
Liabilities towards shareholders

Deferred payments on acquisitions
TOTAL

As mentioned earlier, the Group reimbursed EUR 76.4
million to its shareholders in January 2005. Of this
amount, EUR 1.2 million still remain unclaimed.

Deferred payments on acquisitions include the long-
term portion of amounts to be paid on the acquisitions
made by the Group.

21 OTHER SHORT-TERM FINANCIAL
LIABILITIES

The Group's policy for use of financial instruments is
detailed in Note 1.22 on Group accounting policies and
Note 2 on financial risk management.

As mentioned in Note 4.2 on the transition to IFRS
32 and IAS 39, these standards have been applied
starting from January 1, 2005.

The amount of EUR 1,597 thousand recognized on
the balance sheet represents the fair value of forward
exchange contracts (EUR 1,526 thousand) and options
(EUR 71 thousand) to hedge future commercial cash
flows that are mainly in USD and to a small extent in
SEK. These contracts have a maturity of one year or
less, at December 31, 2005.

Some of these financial instruments are designated
as hedging instruments as they hedge specific
exchange rate risks that the Group is exposed to.
Hedge accounting has been applied to these contracts

9,183 8,224
1,174 0
2,657 0
12,914 8,224

as they have been proved to be effective as per
IAS 39. For these cash flow hedges, movements
are recognized directly in equity and released to the
income statement to offset the income statement
impact of the underlying transactions. A loss of EUR
706 thousand has thus been recognized directly
in equity (under hedging and other reserves) as per
December 31, 2005.



22 OTHER PAYABLES

Amounts due to customers under construction contracts
(or advances received from contract work)

Social liabilities

Accrued expenses

Deferred revenue

Capital grants

Other

TOTAL

23 OTHER OPERATING EXPENSES (NET)

Other operating expenses can be detailed as follows:

Depreciation and amortization
Litigation fees

Capital gains

Other

TOTAL

Depreciation and amortization at December 31, 2005
relate to the impairment charge booked on the assets
of linked to IBA's subsidiary in Fleurus. In 2004, they
were related to reversals of impairment, following the
sale of the S&l business.

14,002 15,815
3,643 3,641
4,666 3,992

809 0
1,151 1,492

10,346 9,372

34,518 34,312
3,971 -2,595
1,497 3,156
-1,301 0

426 0
4,593 561

Litigation fees relate to expenses on the Optivus
dispute detailed in Note 27.

Capital gains relate to the sale of 50% of the Group's
investment in its subsidiary in Milan, detailed in Note
7.2.2.



24 NET FINANCIAL (INCOME)/EXPENSES

The various items comprising the financial (income)/expenses are as follows:

Interest received on receivables -1,283 -1,174
Interest paid on debts 1,667 1,799
Net foreign exchanges gains and losses -8,963 5,068
Changes in fair value of derivatives 1,116 -1,046
Others 148 1,158
TOTAL -7,314 5,806

25 INCOME TAXES

The tax charge for the year breaks down as follows:

Current taxes 1,084 2,465
Deferred Taxes 1,372 -586
TOTAL 2,455 1,879

The tax charge on IBA's result before taxes differs from the theoretical amount that would have resulted from
application of the average applicable tax rates to the profits of the consolidated companies. The analysis is as
follows:

Profit before taxes 5,178 381
Taxes calculated on the basis of national tax rates 1,380 0
Unrecognized deferred taxes 1,351 1,791
Deferred tax adjustments 135 -586
Write-down of previously recognized deferred tax assets 1,237

Utilization of previously unrecognized tax losses -1,711 -696
Other tax charges included other than corporation tax 65 1,371
Reported tax charge 2,455 1,879
Theoretical tax rate 26.6% 0%

Effective tax rate 47.2% 493.2%



26 CASH FLOW STATEMENT

New borrowings at December 31, 2005 mainly include
the financial lease liabilities assumed as part of the
business acquisitions carried out by the Group during
the year.

Other investing cash flows mainly include loans to
joint-ventures, deferred receivables on disposal of
entities and movements on capital grants

Other financing cash flows mainly include deferred
payments still to be made on the business acquisitions
of the Group.

27 CONTINGENT LIABILITIES

The Group is currently involved in certain legal
proceedings. The risks that these disputes might
occasion are either judged to be insignificant or
unguantifiable or, when potential damages are
quantifiable, adequately covered by provisions. The
development of the disputes in progress at the end of
the 2004 period, and the principal disputes in progress
at December 31, 2005, are presented in this note.

DispuTe wiTH OPTIVUS TECHNOLOGY

On August 7, 2002, Optivus Technology, Inc. (Optivus)
filed a complaint against IBA in the United States
District Court for the Central District of California,
claiming that IBA's proton beam therapy system
(PBTS) infringes five patents licensed by Optivus and
seeks an injunction against continuing infringement
and treble damages against IBA («claim for patent
infringement»). On August 30, 2002, Optivus filed
an amended complaint to include, in addition to the
patent infringement claims, allegations of statutory
unfair competition, and intentional interference

with prospective economic damage, and claiming
substantial compensatory and punitive damages
(«claim for unfair competition»). In January 2003,
Optivus filed a second amended complaint to include
Loma Linda University Medical Center (LLUMC) as a
named plaintiff in the case.

IBA filed an answer to the Optivus and LLUMC
complaints, denying all claims; seeking a declaratory
judgment by the Court as to the validity of the patents;
and seeking a declaratory judgment by the Court that
IBA's PBTS did not infringe the patents. IBA's strategy
was successful. In early January 2005, the Court
dismissed Optivus’ claim for unfair competition and by
a decision of March 13, 2005, the same court declared
the invalidity of two of the five patents.

Claims to be submitted to a jury were therefore limited
to deciding whether the three remaining patents were
valid and counterfeit by IBA. IBA managed to convince
Optivus to dismiss all pending claims. In return, IBA
agreed to the same. The claim pending in first instance
has accordingly been dismissed without prejudice. The
settlement between the parties nevertheless allowed
Optivus to lodge an appeal against the decisions of
January 2005 and March 2005. This appeal was
lodged in August 2005. In principle, a resolution is not
expected before the second half of 2006. In any event,
the parties have also agreed that a new district court
trial before a jury could only be filed if the magistrate in
charge of the appeal would reverse the January 2005
or March 2005 decisions in whole or in part.

IBA continues to maintain that Optivus’ claims were
and are without merit. Consequently as of December
31, 2005, the Company has not established a reserve
for this matter.

DispuTe witH THE GROUP’S FORMER CHIEF OPERATING
OFFICER

On August 28, 2003, the Company terminated the
contract of employment of its former Chief Operating
Officer («COOn»). In accordance with the terms of his



contract of employment, he is entitled to the payment
of a sum equivalent to six months salary upon
execution by the parties of a waiver to their rights
under the contract. A reserve was established in the
accounts for this purpose. To date, the parties failed
to reach an agreement to execute this discharge
due to a dispute regarding the number of stock
options the former COO was entitled to, and their
conditions of exercise. This dispute was submitted
to arbitration. In the award pronounced on January
27, 2005, the arbiter upheld IBA's argument and
considered that the former COO was entitled only
to the sum corresponding to the six months’ salary
and to the 275,000 options, which he could claim
on the date of rupture of his contract. The claims of
the former COO to obtain 475,000 additional options
and to obtain additional damages were dismissed.
The arbiter also stated that, on condition that these
options were exercised before March 31, 2005, for
an amount of 200,000 options, the former COO could
claim payment of the sum of EUR 3.1 per share
allocated to the shareholders in application of the
decision taken at the general shareholders’ meeting
on November 9 to reduce the additional paid-in capital
by this amount per share. This was carried out by way
of a deed dated March 22, 2005. Furthermore, the
75,000 options not yet exercised by the former COO
will only be exercisable as per the rules of the plan.
Finally, in the award pronounced on July 18, 2005,
the arbiter limited the consulting fees of the former
COO to be contractually paid by the company to USD
285,000, whereas the former COO had claimed over
USD 640,000. This dispute is now closed.

DispuTe witH THE ComPANY OUTRIGGER AND TWO IBA
EmpLOYEES RESPONSIBLE FOR THE IT DEPARTMENT

As a result of the sale of the Sterilization and lonization
division, two IBA S&I employees (currently Sterigenics)
in charge of the IT Department have invoked breach
of their employment contract following a change in
control. They are both shareholders of the Outrigger
Systems Company that transferred the ownership of

software, for the computer management of certain
Sterilization centers, to IBA. These employees
and their company are claiming sums of more than
USD 2,300,000 covering the cost of breach of their
employment contract along with accelerated payment
for the software.

At the time of the transfer by IBA of its Sterilization and
lonization division, the company had agreed with the
purchaser that this dispute would be taken over and
managed by the purchaser. By way of indemnification,
the company had agreed to bear liability up to a
maximum of USD 2,000,000. This indemnification is
however, included in the deductible amount of USD
4,000,000 beyond which no claim may be formulated
against IBA.

Sterigenics confirmed that it proceeded with a
transaction in the scope of this dispute in February
2006, the amount of which is unknown to the Company.
As part of this transaction, the two employees also
exercised all 350,000 options they were granted in the
scope of the 2002 stock option plan.

OTHER DISPUTES

Apart from the tax dispute pending with the Swedish
tax authority for which a provision of EUR1.3 million
has been recognized, already mentioned in the
management report, no dispute significant enough
to feature under this heading has arisen during the
financial year.



28 COMMITMENTS

The Group has a number of non-cancellable operating leases relating to vehicles and office space rental.

Total future minimum lease payments under non-cancellable operating leases are as follows:

Not later than one year 2,950 2,774
Later than one year and not later than five years 5,641 6,410
Later than five years 1,265 2,225
TOTAL 9,856 11,409

Total lease payments included in the income statement
in 2005 amounted to EUR 2,458 thousand (EUR 2,089
thousand in 2004)

At December 31, 2005, IBA possesses financial this amount, EUR 24.1 million covers guarantees given
guarantees for EUR 31.5 million given by Group by the parent company to cover its subsidiaries’ lease
entities as securities for debts or commitments. Of liabilities and bank borrowings

29 RELATED PARTY TRANSACTIONS

A list of subsidiaries and equity-accounted companies is given in Note 6.

Details of IBA's shareholders at December 31, 2005 are as follows:

Belgian Anchorage 6,383,632 25.70%
Belgian Leverage 2,300,000 9.26%
IRE (Institut des Radioéléments) 878,660 3.54%
Sopartec 770,185 3.10%
UCL 532,885 2.15%
IBA Investments SCRL (¥) 29,183 0.12%
Float 13,947,998 56.15%

TOTAL 24,842,543 100.00%



IBA's major shareholders—Belgian Anchorage, UCL,
Sopartec, and IRE—have declared that they are acting
jointly and have entered into an agreement, which
expires in 2013. This agreement provides for, among
others, sharing of information and preferential rights
for IBA shares. The parties to this agreement hold
10,894,545 ordinary shares as of December 31, 2005,
representing 43.85% of the Company’s voting rights.

Under the terms of this agreement, in the event of the
issue of new shares by IBA, if one of the shareholders
does not exercise its preferential subscription right, that
right will be assigned to the other major shareholders
(and in the first place to Belgian Anchorage S.A)). If a
party to this agreement wishes to dispose of its IBA
shares, the other parties (and in the first place Belgian
Anchorage S.A.) will have a right of first refusal to
acquire these shares.

This right of first refusal is subject to certain exceptions
and does not apply specifically in the case of a share
transfer to Belgian Anchorage S.A.

29.3.1 DIRecTORS

Fixed compensation awarded to the members of the
Board for services rendered in 2005, amounted to
EUR 124 thousand. Independent directors received
no other compensation and were not designated as
beneficiaries of the 2005 stock option plan. Managing
Directors were not compensated for attending Board
meetings.

29.3.2 MANAGING DIRECTORS AND MANAGEMENT TEAM
The total amount paid by the Company to the
independent directors of the Board for functions
performed or services rendered amounted to EUR
2.3 million for 2005, including 1.9 million fixed
remuneration and approximately EUR 0.4 million of
bonuses.

At December 31, 2005, the directors held 888,015
IBA shares (including 878,660 shares owned by the
IRE).

At that date, independent directors still had 3,600
options allowing them to subscribe to IBA shares and
issued in the scope of the 2000, 2001 and 2002 stock
option plans.

At December 31, 2005, members of the Management

Team, including Managing Directors, held a total of

1,085,300 stock options distributed as follows:

- 22,100 options issued in the context of the 2000 plan
at the exercise price of EUR 28.

- 120,200 options issued in the context of the 2001
plan at the exercise price of EUR1 5.70

- 563,000 options issued in the context of the 2002
plan at the exercise price of EUR 5.11.

- 340,000 options issued in the context of the 2004
plan at the exercise price of EUR 6.36.

- 40,000 options issued in the context of the 2005 plan
at the exercise price of EUR 6.37.

30 EVENTS AFTER THE BALANCE
SHEET DATE

On February 20, 2006, IBA received two grants

from the Walloon Regional Authority for Scientific

Research through two agreements signed with Ms.

Marie-Dominique Simonet, the Walloon Minister for

Research, New Technologies and External Relations)

governing the awarding of two grants to help finance

its scientific research.

e The first agreement, for EUR 5.7 million, covers the
financing of Proton Therapy research.

® The second agreement, for EUR 0.7 million, covers
the financing of research for solutions in the field of
E-Beam / X-Ray industrial accelerators used for the
sterilization of medical and food products.

On February 23, 2006, IRE and IBA announced that
the consortium they formed had signed a purchase
agreementfortheacquisitionofScheringAG's European
FDG and CIS bio international radiopharmaceutical



business. The transaction includes CIS US and
Japan operations. CIS bio International offers a
comprehensive range of diagnostic and therapeutic
products for detection, treatment and monitoring
in  major medical fields (oncology, cardiology,
rheumatology and endocrinology). It has about 750
employees and generated sales of approximately EUR
120 million in 2005.

Under the consortium, IRE will take an 80.1% share
and IBA a 19.9% share in CIS bio International. In
addition, IBA will take over the control of Schering

31 EARNINGS PER SHARE

Basic earnings per share are calculated by dividing the

net profit attributable to equity holders of the Company

by the weighted average number of ordinary shares in

AG's European FDG business (Italy, Germany, UK and
Spain) and join forces with CIS Bio for distribution in
Europe.

The transaction has been positively received by the
employees of CIS Bio international. No other terms of
the transaction have been disclosed. IBA expect that
it will only slightly affect its recurrent operating results
for the year 2006. The closing of the transaction is
expected to occur during the first half of 2006, after the
usual legal separation steps have been completed.

issue during the period. The weighted average number
of ordinary shares excludes shares purchased by the
Company and held as treasury shares.

Weighted average number of ordinary shares in issue 24,797,948 24,618,275
Profit attributable to equity holders of the Company (EUR ‘000) 3,048 7,097
Basic earnings per share from continuing and discontinued operations 0.12 0.29
(EUR per share)

Profit/loss from continuing operations attributable to equity holders of the 2,723 -1,498
Company (EUR '000)

Basic earnings per share from continuing operations (EUR per share) 0.11 -0.06
Profit from discontinued operations attributable to equity holders of the Company 325 8,595

(EUR "000)

Basic earnings per share from discontinued operations (EUR per share) 0.01 0.35



Diluted earnings per share are calculated adjusting
the weighted average number of ordinary shares
outstanding to assume conversion of all dilutive
potential ordinary shares. The Company has only one
category of dilutive potential ordinary shares: share
options.

The calculation is performed for the share options to
determine the number of shares that could have been

acquired at fair value (determined as the average annual
market share price of the Company's shares) based on
the monetary value of the subscription rights attached
to outstanding share options. The number of shares
calculated as above is compared with the number of
shares that would have been issued assuming the
exercise of the share options.

Weighted average number of ordinary shares in issue 24,797,948 24,618,275
Weighted average number of shares under option 2,342,434 2,364,640
Average share price over period 6.77 6.07
Dilution effect from weighted number of shares under option 409,181 375,447
Weighted average number of ordinary shares for diluted earnings per share 25,207,128 24,993,722
Profit attributable to equity holders of the Company (EUR ‘000) 3,048 7,097
Diluted earnings per share from continuing and discontinued operations 0.12 0.28
(EUR per share)

Profit/(loss) from continuing operations attributable to equity holders of the 2,723 1,498
Company (EUR ‘000)

Diluted earnings per share from continuing operations (EUR per share) 0.11 -0.06
Profit from discontinued operations attributable to equity holders of the 325 8,595

Company (EUR ‘000)

Diluted earnings per share from discontinued operations (EUR per share) 0.01 0.34
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STATUTORY AUDITOR’S REPORT TO THE GENERAL SHAREHOLDERS'
MEETING ON THE CONSOLIDATED FINANCIAL STATEMENTS OF ION BEAM
APPLICATIONS S.A. AS OF AND FOR THE YEAR ENDED 31 DECEMBER 2005

In accordance with legal and regulatory requirements, we report to you on the
performance of the audit mandate that was entrusted to us.

We have audited the accompanying consolidated financial statements, as mentioned
in the attached pages 27 to 85, which have been prepared in accordance with IFRSs
as adopted by the EU. These financial statements comprise the consolidated
balance sheet of lon Beam Applications S.A. and its subsidiaries as of 31 December
2005 and the related consolidated statements of income, cash flows and changes in
shareholders’ equity for the year then ended. We have also examined the
management report on the consolidated financial statements.

It is the responsibility of the company's Board of Directors to prepare the
consolidated financial statements and to determine what information is to be included
in their management report on the consolidated financial statements.

Unqualified audit opinion on the consolidated financial statements with an
emphasis of matter paragraph

We conducted our audit in accordance with the legal requirements applicable in
Belgium and Belgian auditing standards, as issued by the "Institut des Reviseurs
d'Entreprises/Instituut der Bedrijfsrevisoren". Those professional standards require
that we plan and perform the audit to obtain reasonable assurance about whether
the consolidated financial statements are free of material misstatement.

In accordance with those standards, we considered the group’s administrative and
accounting organisation, as well as its internal control procedures. Company officials
have responded clearly to our requests for explanations and information. We
examined, on a test basis, evidence supporting the amounts in the consolidated
financial statements. We assessed the accounting principles used, the basis of
consolidation and significant estimates made by the company, as well as the overall
presentation of the consolidated financial statements. We believe that our audit
provides a reasonable basis for our opinion.
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Registre des personnes morales/Rechtspersonenregister: 0429501944 / Bruxelles-Brussel/ TVA/BTW BE 429.501.944 / ING 310-1381195-01
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In our opinion the accompanying consolidated financial statements, as mentioned in
the attached pages 27 to 85, give a true and fair view of the net worth and financial
position of the Group as of 31 December 2005 and of its results of operations and
cash flows for the year then ended, in accordance with IFRSs as adopted by the EU
and with the legal and regulatory requirements applicable to quoted companies in
Belgium.

Without qualifying our opinion, we draw attention to Note 27 to the financial
statements and to the Directors’ report, which describe the claim filed against the
company by Optivus Technology, Inc. At the date of this report, its ultimate outcome
cannot be determined and consequently no provision for liabilities and charges has
been made in the consolidated financial statements.

Additional certifications

We supplement our report with the following additional certifications which do not
modify our audit opinion on the consolidated financial statements:

+ The management report on the accompanying consolidated financial statements
deals with the information required by the law and is consistent with the
consolidated financial statements. However, we are not in a position to express
an opinion on the description of the principal risks and uncertainties facing the
companies included in the consolidation, or of their state of affairs, their forecast
development or the significant influence of certain events on their future
development. Nevertheless, we can confirm that the information provided is not
patently in contradiction with the information we have acquired in our role as
statutory auditors.

¢ In the context of our audit of the statutory financial statements of lon Beam
Applications, we ascertained that the board of directors of the company had
complied with the legal provisions applicable to cases of conflicting interest of a
financial nature. In conformity with the Companies’ Code, these transactions
have been covered explicitly in our report on the statutory financial statements of
lon Beam Applications.

11 April 2006

The statutory auditor
PricewaterhouseCoopers Reviseurs d’Entreprises / Bedrijfsrevisoren

Réviseur d'Entrepfises
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IBA S.A. financial statements are presented in a
condensed version. In accordance with the Company
Law, the full set of financial statements and the
auditor’s report are filed with the Natianal Bank of
Belgium.

These documents can also be obtained on request
from IBA's headquarters in Belgium. The auditor issued

FIXED ASSETS
Formation expenses
Intangible fixed assets
Tangible fixed assets
Land and buildings
Plant, machinery and equipment
Furniture and vehicles
Leases and similar rights
Assets under construction and advance payments
Financial assets
Affiliated companies
Other companies
Other financial assets
CURRENT ASSETS
Accounts receivable after one year
Inventories and contracts in progress
Inventories
Contracts in progress
Amounts receivable within one year
Trade debtors
Other amounts receivable
Investments
Cash at bank and in hand
Deferred charges and accrued income
TOTAL ASSETS

an unqualified audit opinion on the IBA S.A. financial
statements, with an explanatory paragraph relating
to the Optivus litigation, similar to that included in
the auditor’s report on the consolidated financial
statements.

307,383 277,217 488,226
1,070 116 409
3,157 4,194 4,429

625 729 736

82 86 117

550 548 728
1,900 1,993 2,096
838 752

303,156 272,907 483,388
302,499 272,404 480,718
311 311 899

346 192 1,771
135,715 239,681 112,240
202 1,026
87,391 94,995 73,580
15,893 14,943 21,250
71,498 80,052 52,330
25,327 23,022 25,399
20,517 13,457 12,075
4,810 9,665 13,324
15,976 98,779 4,740
5,882 20,728 7,059
937 2,157 436
443,098 516,898 600,466



SHAREHOLDERS' EQUITY
Capital

Additional paid-in capital
Reserves

Legal reserve

Untaxed reserves
Retained earnings
Capital grants
PROVISIONS AND DEFERRED TAXES
CREDITORS
Amounts payable after one year
Financial debts
Advances received on contracts in progress
Other amounts payable
Amounts payable within one year
Current portion of amounts payable after one year
Financial debts
Trade debts
Advances received on contracts in progress
Current tax and payroll liabilities
Other amounts payable
Accrued charges and deferred income
TOTAL LIABILITIES

148,040

34,883
198,887
745

542

203
-86,664
189
3,617
291,441
241,107
1,075
59,318
180,714
49,943
3,698
3,814
10,279
24,892
2,155
5,105
391
443,098

232,224

34,605
275,278
745

542

203
-78,907
503
1,774
282,900
197,385
1,288
36,934
159,163
84,663
4,213

10,210
52,460
3,749
14,031
852
516,898

220,748

34,139
275,153
745

542

203
-89,433
144
2,748
376,970
216,529
1,422
42,953
172,154
159,091
111,408

17,378
19,233
3,691
7,381
1,350
600,466



Operating income
Operating expenses (-)
Raw materials, consumables, and goods for resale
Services and other goods
Salaries, social security, and pensions
Depreciation and write-offs on fixed assets
Increase/(decrease) in write-downs on inventories,
Provisions for liabilities and charges
Other operating expenses
Operating Profit/(Loss)
Financial income
Income from financial assets
Income from current assets
Other financial income
Financial expenses (-)
Interest expense
Other financial charges
Profit/(loss) on ordinary activities before taxes
Extraordinary income (+)
Gain on sale of fixed assets
Extraordinary expenses (-)
Extraordinary depreciation and write-offs on fixed assets
Amounts written off financial fixed assets
Other extraordinary expenses
Profit/(Loss) for the period before taxes
Income taxes (-) (+)
Profit for the period (+)
Transfer to tax free reserves (-)

Profit/(Loss) for the period available for appropriation

62,054
-62,055
-19,309
-17,285
-15,596

45,128
-1,715
-1,843
-1,178
-1
12,648
531
495

11,622

-19,853

-4,165
-15,688
-7,206
314
314
-855

-855
-1,747
-10
-7,757

-1,7157

54,613
-50,022
-14,854
14,813
14,424
-4,736
-1,862
975
-308
4,591
17,479
452
1,217
15,810
-15,176
-6,125
-9,051
6,894
4,980
4,980
-1,346

-188
-1,158
10,528
-2
10,526

10,526

46,562
-59,480
-13,676
-19,363
-19,546

-4,600
-180
-1,201
914
-12,918
8,735
335
187
8,213
-19,929
-6,963
-12,966
-24,112

-65,082
-16,644
-48,123

=315
-89,194

-239
-89,433

-89,433



Loss to be appropriated (-)

Profit for the period available for appropriation
Loss carried forward (-)

Transfers to capital and reserves

Loss to be carried forward

Capital
1. Issued capital
At the end of the previous financial year
Changes during the financial year
At the end of the financial year
2. Structure of the capital
2.1. Categories of shares
e Ordinary shares without designation of face value
e Ordinary shares without designation of face value with VVPR strip
2.2. Registered or bearer shares
® Registered shares
e Bearer shares
Own shares held by
e The Company itself
® |ts subsidiaries
Share issue commitments
Following exercise of share options
* Number of outstanding share options
e Amount of capital to be issued
Maximum number of shares to be issued

Amount of non-issued authorized capital

-86,664
-7,757
-78,907

-86,664

-78,907
10,526
-89,433

-78,907

34,605
278
34,883

20,507
14,376

41

3,670

24,289

-148,370
-89,433
-68,937

58,937
-89,433

200,000

14,734,590
10,107,863

10,541,504
14,300,949

29,1883

2,562,563

2,562,563
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lon Beam Applications S.A., abbreviated as IBA.

Chemin du Cyclotron, 3 at B-1348 Louvain-la-Neuve
(Belgium). Corporate ID # 428.750.985

IBA was created for an unlimited duration on March
28, 1986, in the form of a limited liability company
under the laws of Belgium. IBA is a public company in
accordance with article 4 of Belgian Company Law.

The objective of the Company is the research,
development and acquisition of industrial property
rights for the purpose of developing, manufacturing,
and marketing applications and equipment in the
area of applied physics. It may conduct all operations
bearing on transferable securities, real estate, and
financial, commercial or industrial transactions directly
or indirectly pertaining to its company objective. It may
acquire a financial interest in the form of new capital,
merger, and subscription or in any other manner in
ventures, associations or companies with objectives
that are similar, analogous, related or useful to achieve
all or part of its company objective.

The Company’s stand-alone and consolidated accounts
are filed with the National Bank of Belgium. A copy
of IBA's articles of association, annual and bi-annual
reports and all information published for shareholders
is available from the Company’'s website (www.
iba-worldwide.com) or on request at the Company’s
headquarters.

At December 31, 2005, the issued capital of IBA
stood at EUR 34,882,955.85 and was represented by
24,842,453 shares without designation of face value,
entirely paid in, including 10,107,863 shares with
VVPR strips.

In June 2000, the Company issued 427,000 additional
share options in favor of its employees («2000 plan»).
185,778 of these share options were cancelled by
notary deed dated July 9, 2002 and 74,074 of these
share options were cancelled by notary deed dated
July 13, 2004. The majority of these share options
make it possible to subscribe to new shares at a
price of EUR 28 per share during certain periods and
according to certain terms between June 1, 2001, and
February 28, 2009. At December 31, 2005, a total of
167,148 share options were outstanding according to
the 2000 plan. None of these share options has been
exercised to date.

In October 2001, the Company issued 500,000
additional share optionsin favorof its employees («2001
plan»). 121,100 of these share options were cancelled
by notary deed dated July 9, 2002 and 118,375 of
these share options were cancelled by notary deed
dated July 13, 2004. The majority of these share
options make it possible to subscribe to new shares at
a price of EUR 15.70 per share during certain periods
and according to certain terms between December 1,
2002, and 31.12.10. At December 31, 2005, a total of
260,525 share options were outstanding according to
the 2001 plan. None of these share options has been
exercised to date.

In September 2002, the Company issued 3,000,000
additional share options in favor of its employees
(«2002 plan»). 167,650 of these share options were
cancelled by notary deed dated June 17, 2003 and
991,750 of these share options were cancelled by
notary deed dated July 13, 2004. The majority of these
share options make it possible to subscribe to new
shares at a price of EUR 5.11 per share during certain
periods and on certain terms between December 1,



2003, and August 31, 2012. 5700 share options were
exercised by notary deed dated July 13, 2004, 1790
share options were exercised by notary deed dated
October 8, 2004 and 200,000 share options were
exercised by notary deed dated March 23, 2005. At
December 31, 2005, there were therefore 1,158,890
share options officially issued.

In September 2004, the Company issued 1,000,000
additional share options in favor of its employees
(«2004 plan»). 500,000 of these share options were
offered free of charge to employees of IBA and of its
Subsidiaries in Belgium and to the Designated Persons
in accordance with the Law dated March 26, 1999
(«Free Share options») and 500,000 of these Share
options were offered at a price equivalent to 4% of the
exercise price to employees and Designated Persons
who are not subject to Law dated March 26, 1999
(«Paid Share options») . This offer is mainly addressed
to employees and Designated Persons of IBA S.A.
subsidiaries abroad, who are not subject to taxation
on allocation but on exercise. In order to reflect the
financial effort required for beneficiaries subject to the
Law dated March 26, 1999, the offer was not free of
charge but at a price approximately equal to taxation
at a marginal rate supported by beneficiaries subject
to the Law dated March 26, 1999. 496,000 Free Share
options were accepted and 390,000 Paid Share options
were subscribed. 114,100 of these share options
were cancelled by notary deed dated December 22,
2004. The majority of these share options make it
possible to subscribe to new shares at a price of EUR
6.36 per share during certain periods and on certain
terms between December 1, 2007, and September
30, 2010. At December 31, 2005, a total of 886,000
share options were outstanding according to the 2004
plan. None of these share options has been exercised
to date.

In October 2005, the Company issued 90,000 additional
share options in favor of its employees («2005 plan»).
All share options were accepted. The majority of these
share options make it possible to subscribe to new
shares at a price of EUR 6.37 per share during certain
periods and on certain terms between December 1,
2008, and September 30, 2011. None of these share
options has been exercised to date.

The real number of share options in circulation is thus
more precisely 2,562,563.

All the share options may also be exercised in the
event of a public offer for the shares of IBA or of
capital increase with preferential rights.

The extraordinary General Meeting of June 17, 2003,
authorized the Board of Directors to increase the capital
in one or more steps by a maximum amount of EUR
25,000,000. This authorization is valid for a period of 5
years, in other words until June 8, 2008. At December
31, 2005, after the launch of the 2005 stock option
plan, the authorized capital balance amounted to EUR
23,469,322.



Capital (in EUR)

02/02/00 Capital increase

e cash issue

e incorporation of reserves
06.07.00 Exercise of options from 1998 plan
07.11.00 Exercise of options from 1998 plan
14.03.01 Exercise of options from 1998 plan
10.07.01 Exercise of options from 1998 plan
09.11.01 Exercise of options from 1998 plan
09.07.02 Exercise of options from 1998 plan
14.11.04 Exercise of options from 1998 plan
09.03.04 Exercise of options from 1998 plan
13.07.04 Exercise of options from 2002 plan
08.10.04 Exercise of options from 2002 plan
23.03.05 Exercise of options from 2002 plan

Itis IBA's practice to seek patent protection for certain
aspects of its technology where a patent will provide
a commercial advantage. Additionally, the Company
maintains as trade secret a large body of know-how,
which is not patented and for which the Company
believes trade secret protection is more effective than
disclosure in a patent filing. More fundamentally, the
Company believes that it is the maintenance of its
technological lead, more than patents, which gives it
the best protection from its competitors.

IBA also secures licenses on third-party patents in
exchange for royalty payments This is the case with
the Rhodotron for example.

+ 3,700,000 24,194,825 | + 5,001,290 32,706,000
- +710

+ 169,568 24,364,393 + 727,447 33,433,447

+ 5,225 24,369,618 + 22,415 33,455,862

+ 4,225 24,373,843 + 18,125 33,473,987

+ 83,987 24,457,830 + 360,304 33,834,291

+ 14,200 24,472,030 + 60,918 33,895,209

+ 55,688 24,527,718 + 238,902 34,134,111

+ 1,125 24,528,843 + 4,826 34,138,937

+ 106,120 24,634,963 + 455,255 34,594,192

+ 5,700 24,640,663 + 7,933 34,602,125

+1,790 24,642,453 + 2,491 34,604,616

+ 200,000 24,842,453 + 278,339 34,882,955

IBA has concluded several license agreements
covering various aspects of its technology, details and
explanations of which do not fall within the scope of this
annual report. These agreements cover, for example,
the Cyclotron and Rhodotron technologies and several
components of its Proton Therapy equipment.
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IBA Share

IBA shares are quoted on the continuous market of the
Euronext Brussels. IBA is part of the Next Economy
segment and Bel Small index. It was introduced onto
the Stock Exchange on June 22, 1998, at an initial
offer price of EUR 11.90 (adjusted for a 5-to-1 stock
split in June 1999).

Price
Volume

Note : Distribution of EUR 3.10 in
9 February 2005.

At December 31, 2005, the company had no
outstanding convertible bonds or bonds with warrants.
The total number of outstanding share options in favor

of employees amounted to 2,562,563 at the end of
2005.
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The capital structure of the Company has evolved as follows during the financial year:

Belgian Anchorage S.A. M@ 6,383,632 25.7% | 6,383,632 23.3%| 6,383,632 25.9% 6,383,632 23.0%
Belgian Leverage M@ 2,300,000 9.3% | 2,300,000 8.4% | 2,300,000 9.3% 2,300,000 8.3%
Sopartec (UCL) ™ 770,185 3.6% 770,185 2.8% 770,185 3.1% 770,185 2.7%
IRE (Institut des Radioéléments)™ 878,660 3.1% 878,660 3.2% 878,660 3.6% 878,660 3.2%
UCL (Université Catholique 532,885 2,1% 532,885 1.9% 532,885 2.2% 532,885 1,9%
de Louvain) ™
Float 13,947,908 56.1% | 16,510,471 60.2% | 13,747,908 55.8% 16,894,691
60.8%
BA Investments ¥ 29,183 0.1% 29,183 1% 29,183 0.1% 29,183
0.1%
Total 24,842,453 100% | 27,405,016 100% | 24,642,453 100% 27,789,236 100%

(1) Declaration of transparency at December 31, 2004 (last declaration published).
There has been no change to the best of the Company’s knowledge at December 31, 2005.
(2) Belgian Anchorage is a company created and wholly owned by IBA Management and certain IBA employees.
(3) Belgian Leverage is a wholly owned subsidiary of Belgian Anchorage.
(4) IBA Investments is a subsidiary of IBA S.A.

General Meeting 2006: May 10, 2006 at 10:00 AM
Publication of mid-year results ending June 30, 2006: September 14, 2006
Publication of annual results ended December 31, 2006: March 15, 2007

General Meeting 2007: May 09, 2007 at 10:00 AM

Paul-Emmanuel Goethals

Director, Corporate Business Development

& Investor Relations

Phone: +32.10.47.58.16

E-mail: paul-emmanuel.goethals@iba-group.com



G00¢

val

1100/



Contact

Paul-Emmanuel Goethals

Director, Corporate Business Development
& Investor Relations

Tel.: +32 10 47 58 16

E-mail: paul-emmanuel.goethals@iba-group.com
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