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Letter to Shareholders

Dear Shareholder:

Welcome to our
2004 annual
report.  Whether
you are a share-
holder, customer,
employee or
someone just
interested in
knowing more

about AMRI, we are pleased to update
you on our progress.

Albany Molecular Research, Inc. began
operations as a business in 1991.  Since
that time we have had many ups and
downs.  The health care research
industry has experienced significant
change and evolution.  Today, AMRI
employs about 800 scientists, engineers,
other professionals and support person-
nel, and generated revenues of $170
million in 2004.  Much of our growth
and success is due to many of the
changes in our industry over the years.
At the same time, change can also
present new challenges, and we are well
aware of that climate in recent times.
In challenge, however, we see opportu-
nity.  So as we move forward in 2005,
we have endeavored to adapt our
business model to the changing dynam-
ics within the space we operate, while at
the same time trying to anticipate what
the future may look like in our industry.

In many respects, we may look back
and view 2004 as a year of transition,
from what we were in our first decade
or so to what we are becoming in that
next phase of AMRI’s evolution.
Although challenged by a changing
business climate and market for our
services, we have continued to make
steady forward progress in positioning

our company more strongly for the
future.  In these pages, we are pleased
to share some of that progress.

During the course of this report, in an
effort to illustrate the performance of
our business, we highlight contract
revenue according to three components:
large scale manufacturing, which today
is primarily revenue from our
Organichem subsidiary; development &
small scale manufacturing, which
includes chemical process development,
analytical services, and small scale
cGMP manufacturing; and discovery
services, which includes medicinal and
combinatorial chemistry, discovery
libraries, biosciences and computer-
assisted drug discovery.  AMRI has
established a brand of high quality and
first class performance in each of these
areas.

The breakout of contract revenue
components also highlights the unique-
ness of our company—no competitor
occupies space in each of these three
components.  Indeed, AMRI’s inte-
grated chemistry services platform
provides our customers with a breadth
and depth of services simply unmatched
in the industry, it affords our sharehold-
ers a level of protection when cyclical
demand weakens in one area; and it
allows both to realize flow-through
synergies as projects move from one
stage to the next.  Many of our custom-
ers have leveraged the breadth of our
chemistry services platform; numerous
projects exist where customer com-
pounds have moved from our laborato-
ries into manufacturing.  Moreover, in a
year in which discovery services revenue
was down, development and small scale
manufacturing increased, highlighting

the value of our diverse chemistry
platform.

The theme of this year’s annual report
is “transition”—2004 was a year of
transition for our company; a year in
which we set the stage for our future,
which we believe will entail greater
things to come.  Early in the year, we
restructured, organizing the business
into our chemistry services platform,
which encompasses the contract
services business; and our biotech/drug
discovery platform, which includes our
proprietary research and drug discovery
initiatives.   This report highlights our
restructuring in greater detail.

During 2004, AMRI made considerable
progress in establishing our offshore
research centers in Singapore and
India.  Recently, we announced the
opening of our Singapore Research
Centre.  Singapore offers a highly
skilled workforce, significant cost
savings over comparable U.S. opera-
tions and has other positive benefits,
such as strong respect for intellectual
property and support for life sciences
from the government.  In India, we are
well into the process of establishing a
research center in Hyderabad.  In both
of these locations, our goal is to
establish and grow the AMRI brand.
We are pleased to share more on our
offshore initiatives in this annual report.

As I write this in early 2005, we believe
we are beginning to see a slow turn for
the positive in the chemistry
outsourcing business climate.  Many
positive factors are emerging.  We have
renewed medicinal chemistry contracts
with four major pharmaceutical
companies and new inquiries are
increasing in the discovery sector,



“We believe we are
beginning to see a slow
turn for the positive in
the chemistry
outsourcing business
climate.”

Sincerely,

Thomas E. D’Ambra, Ph.D.
Chairman, President &
Chief Executive Officer

*An integral part of virtually every major phase of drug discovery and development.

primarily from biotechnology compa-
nies.  While it might take some time
before we see growth in discovery
services, we are seeing early and
encouraging signs.

Our small scale development and
manufacturing business continues to be
solid, and helped sustain us through a
challenging year. Later in this report, we
highlight this component of our services
business.  New large scale manufactur-
ing projects other than our older long
term supply agreements increased 41%
during the year, a sign of a diversifying
customer base.  Our goal is to create
less reliance on one or two major
customers at Organichem.  Notably, we
are currently manufacturing nine
customer compounds which are in
Phase III clinical trials.  Commercial
supply agreements are already in place
for two of these compounds, should
these drugs receive FDA approval.
Additionally, we are developing a line of
our own niche generic products, an
initiative that is also highlighted later in
this report. Overall for our chemistry
services business, we project modest
revenue increases in 2005.  This is
significant in that it brings to an end
the period of revenue declines of the
recent past.

On the drug discovery side, we moved
forward considerably in 2004.  After
extensive testing, our CNS program,
highlighted in last year’s annual report,
is closer to yielding an Investigational
New Drug candidate, the first step in
the FDA approval process.  Moreover,
we are preparing to take this compound

into clinical trials—perhaps as soon as
early next year.  In addition, as part of
our reorganization, we closely reviewed
all of our research initiatives, cutting
costs in an effort to invest our R&D
dollars most wisely.  Part of our R&D
program includes collaborative
research, and already in 2005 we
announced a collaboration that provides

us with opportunities to receive mile-
stone payments and royalties, while also
generating fee-for-service revenue and
other near term payments.

Going forward, there is much to suggest
that the future will bring a return to
growth to AMRI:  Our diversified and
integrated global chemistry services
platform, now with a variety of cost
models; a growing infrastructure
devoted exclusively to proprietary drug
discovery; a strong balance sheet and
reputation as a leader in our industry—
and, of course, the cyclical nature of
pharmaceutical R&D spending, which
we believe will turn on the upswing in
the near future.  Through it all, we have
invested significantly in and improved
our financial infrastructure, as part of
our Sarbanes Oxley compliance activi-
ties.  Although a major drain of time,
cost and energy, we are stronger
for this.

In closing, I would once again like to
thank the many employees at Albany
Molecular Research for their hard
work, dedication and contributions in
2004.  Through their efforts, and with
the support of our shareholders and
other stakeholders, we can and will
achieve a successful future.
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Financial Data
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2004 2003
(Loss) earnings per diluted share, as reported ($0.37) $0.95

Asset impairment charges (1)
BMS warrant issuance expense (2)
Mount Prospect restructuring charges (3)
Equity investment impairment charge (4)
Purchase accounting expense (5)
Abandonment costs (6)

Earnings per diluted share, as adjusted

* Reconciliation of Net Income and Diluted Earnings Per Share As Reported to Net Income and Diluted Earnings Per Share As Adjusted

2004 2003
Net (loss) income, as reported ($11,691) $30,864

Asset impairment charges (1)
BMS warrant issuance expense (2)
Mount Prospect restructuring charges (3)
Equity investment impairment charge (4)
Purchase accounting expense (5)
Abandonment costs (6)

Net income, as adjusted

$26,054
$  2,108
$  1,757
$  1,300

—
—

$19,528

—
—
—
—

651
912

$32,427

$0.81
$0.07
$0.06
$0.04

—
—

$0.61

—
—
—
—

$0.02
$0.03
$1.00



Summary Consolidated Financial DatSummary Consolidated Financial DatSummary Consolidated Financial DatSummary Consolidated Financial DatSummary Consolidated Financial Dataaaaa
(In thousands, except per share data)

AS OF AND FOR THE YEAR ENDED DECEMBER 31,
CONSOLIDATED STATEMENTS OF
INCOME DATA:

Contract revenue
Recurring royalties

Total revenue
 Cost of contract revenue
Write-down of library inventories

Total cost of contract revenue
Technology incentive award
Research and development
Selling, general and administrative
Property and equipment impairment
Goodwill impairment
Intangible asset impairment
Restructuring charge

Total costs and expenses
(Loss) income from operations

Equity in loss of unconsolidated affiliates
Interest income, net
Minority interest in consolidated subsidiaries
Loss on equity investment
Other income, net
(Loss) income before income tax expense

Income tax expense

Net (loss) income

2004

$144,667
51,682

196,349
101,753

—
101,753

5,183
22,466
20,318

—
—
—
—

149,720
46,629

(372)
785
133

—
403

47,578

16,714

$30,864

$    0.97

$    0.95

31,880

32,366

$124,628
146,639
174,609
390,945

53,129
301,935

$121,554
47,973

169,527
96,932

5,974
102,906

4,789
23,887
22,812

4,728
14,494

3,541
1,184

178,341
(8,814)

(65)
317

—
(1,274)

(18)
(9,854)

1,837

$(11,691)

$   (0.37)

$   (0.37)

31,627

31,627

$133,749
145,753
179,765
376,892

48,603
295,476

2003 2002 2001 2000
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Basic (loss) earnings per share

Diluted (loss) earnings per share

Weighted average common shares outstanding, basic

Weighted average common shares outstanding, diluted

CONSOLIDATED BALANCE SHEET DATA:

Cash, cash equivalents and investments
Property and equipment, net
Working capital
Total assets
Long-term debt, less current maturities
Total stockholders’ equity

$71,688
51,139

122,827
41,313

—
41,313

5,107
7,096

12,897
—
—
—
—

66,413
56,414

2,795
3,108

—
—
93

62,410

22,686

$39,724

$    1.22

$    1.19

32,632

33,309

$129,537
72,518

163,133
302,736

5,281
282,147

$60,334
41,675

102,009
34,946

—
34,946

4,165
4,290

12,194
—
—
—
—

55,595
46,414

1,130
6,650

—
—

127
54,321

19,707

$34,614

$    1.05

$    1.01

33,065

34,154

$135,865
59,756

155,276
284,059

5,930
263,761

$39,874
29,226
69,100
23,356

—
23,356

2,921
2,435
7,966

—
—
—
—

36,678
32,422

552
4,521

—
—

187
37,682

14,089

$23,593

$    0.78

$    0.74

30,363

32,063

$152,024
30,914

161,335
238,566

120
228,533

(1) Asset impairment charges include charges related to the impairment of natural product and chemical library inventories, goodwill and related
fixed assets and intangible assets.

(2) BMS warrant issuance expense includes the charge related to the fair value of warrants issued to Bristol-Myers Squibb (BMS) in connection
with the transfer of intellectual property from BMS to AMRI.

(3) Mount Prospect restructuring charges include costs related to the closure and relocation of operations from our Mount Prospect facility.

(4) Equity investment impairment charge includes an impairment of an equity investment in a privately owned drug discovery company.

(5) Purchase accounting expense includes costs associated with the company’s acquisition of Organichem, Inc.

(6) Abandonment costs include the write-off of leasehold improvements due to the termination of the company’s lease at its Coralville, IA facility and
the resulting abandonment of these improvements.



Diversified Chemistry Services Platform Brings Value
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ince its incorporation in 1991, AMRI has built a large and
successful business around chemistry outsourcing, that in

2004 generated $122 million in revenue.  Strategically,
diversification of our chemistry services platform has enabled
us to provide services throughout the drug discovery and
development process.  As market trends shape outsourcing
decisions by the many companies we serve, AMRI continues to
position itself to be a contributor in an evolving economic
climate.

While enjoying significant growth
during the first decade of our existence,
2004 saw the culmination of several
challenging trends for our services
business.  Contract revenues were down
each quarter when compared to the
prior year; in part due to a decrease in
outsourcing spending by our customers but also impacted by
the emergence of less expensive, low cost offshore competi-
tion.  Even as we confronted the challenges of a softening
2004, signs began pointing to a shift in demand from discov-
ery services to an increase in revenue from our development
and small scale manufacturing services, which include chemi-
cal process development, analytical services, and small scale
cGMP manufacturing.

This trend illustrates the value of our broad and diverse
chemistry services platform.  While pricing pressures within
the industry contributed to weakened demand for discovery
services in 2004, demand for chemical development and early
stage cGMP chemical manufacturing services increased, as
pharmaceutical and biotechnology companies worked to move
their preclinical and clinical compounds closer to market.

Long-term FTE contracts in discovery services contributed to
much of our growth during the late 1990s and early 2000s.
Chemical development and small scale manufacturing services
helped sustain us through a difficult period in 2004.  Despite a
decline in total contract revenue of 16% in 2004 compared to
2003, contract revenue for development and small scale
manufacturing in 2004 remained about the same as 2003. On
a quarterly basis, however, the trend in the second half of
2004 was promising (see graphs on page 7).

In 2005, we are forecasting continued growth in this compo-
nent of our chemistry services business—which, importantly,
is the entry point for development compounds moving toward
clinical trials, putting us in a position to capture additional
development and/or analytical business as these compounds

work their way through the development process.  Moreover,
development and clinical trial supplies manufacturing bring
the likelihood of repeat business if the compounds move
forward in clinical trials.  Equally important, this component
of our business feeds into our large scale manufacturing
component: many projects begun in our chemical development
laboratories have moved into larger scale manufacturing at
Organichem.  As these projects move from the laboratory into

large scale manufacturing, both the
quantities and revenue opportunities
increase.  Organichem is currently
producing nine customer compounds
in Phase III clinical trials, and already
has contracts in place to manufacture
two of these compounds commercially,
should these drugs receive FDA
approval.

Longer term, we project a return to increased spending for
discovery chemistry outsourcing projects.  In looking forward,
however, we believe that the demand for discovery capabilities
will continue to evolve, and therefore AMRI continues to
adapt as well.  Expanded technologies such as high through-
put screening, natural products drug discovery and a suite of
compound collections, have helped to position us as a more
strategic partner than we may have been viewed in the past.

We believe that 2005 will bring a return to growth.  Clearly,
the increasing vertical integration and widening of our
chemistry services platform helped us weather a difficult
period in the industry, and promises to be a key element in
returning our company to growth.

S

The demand for discovery
capabilities will continue to
evolve, and therefore AMRI
continues to adapt as well.



Generics: CrGenerics: CrGenerics: CrGenerics: CrGenerics: Creating Opportunityeating Opportunityeating Opportunityeating Opportunityeating Opportunity

n addition to expanding our broad chemistry services
platform in 2004, we continued to make progress in

bringing forth new product opportunities at both ends
of the product cycle.  Along with significant R&D
investment in search of potential new prescription drug
opportunities, we also are developing a line of niche
generic active ingredients.  The initiative capitalizes
on our process development expertise, as well as our
unique position in niche markets such as controlled
substances and high potency manufacturing at our large
scale manufacturing subsidiary, Organichem Corpora-
tion.  Where others may copy an expired patented
process, AMRI scientists have the skills and capabilities
to develop new or improved processes and use technol-
ogy to gain an edge in this highly competitive field.

For this initiative, we have carefully targeted generic
compounds where we believe significant barriers to
market entry exist for potential competitors.  For
example, our expertise and capabilities in developing
and manufacturing controlled substances and highly
potent compounds make us well-suited to work in both
of these areas but present significant challenges for
companies not licensed or equipped to handle these
types of manufacturing projects.

Generics represent a large potential market, with U.S.
sales of generic pharmaceuticals totaling $16 billion in
2003, according to the Generic Pharmaceutical
Association.  By definition, generic drugs have lost their
exclusivity as a result of patent expiration.  Over the
next several years, many drugs are scheduled to come
off patent.  As these compounds become generic, we
hope to leverage our development and manufacturing
expertise to develop products and forge collaborative
relationships that provide a steady and growing stream
of manufacturing revenue from this line of business.

I
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Reorganization Sharpens Focus
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ince its inception, AMRI has maintained both an
integrated chemistry services business along with a

growing internal R&D component.  Additionally, through the
years, we have acquired and developed unique proprietary
technologies.  Early in 2004, we restructured our research
departments, in recognition of the continued evolu-
tion of our business.  AMRI’s mission in building
a growing and successful chemistry services
business was to create a stable platform
environment that would provide an opportu-
nity to leverage investments in proprietary
technologies and new drug discovery and
create further opportunities from the
upside potential that these investments may
bring.  As this dual strategy has matured,
the diverging needs and goals of each
segment served as a natural catalyst to
realign the organization for its next phase of
growth.

Chemistry Services PlatfChemistry Services PlatfChemistry Services PlatfChemistry Services PlatfChemistry Services Platformormormormorm

Under the reorganization, Kenton L.
Shultis, vice president and general
manager at Organichem and a 25-
year pharmaceutical industry
veteran, oversees our manufacturing
operations.  He is joined by Michael
P. Trova, Ph.D., our senior vice
president of chemistry and a mem-
ber of our management team since
1995, who was tapped to head up our small scale chemistry
services, as well as our offshore initiatives.

While customer services remain the backbone of our business,
tight pharmaceutical industry budgets and an increase in
offshore R&D outsourcing have impacted our contract
services.  Therefore, in addition to restructuring, during 2004
we also sought out cost-saving initiatives, as we elected to
consolidate chemical development, analytical and bioscience
technologies at our Illinois-based Mount Prospect Research
Center into our upstate New York facilities, for an estimated
$5 million in pre-tax annual cost savings.  The closing of this
facility also brought our biosciences technologies in closer
proximity to our traditional chemistry research groups in
Albany.

As we begin a new year and after the challenges of 2004, we
believe that our chemistry services platform presents growth
opportunities in the near-term.  In 2005, we expect an end to

a period of decline and foresee modest growth, as industry
spending on chemical outsourcing stabilizes, as our chemical
development and small scale cGMP manufacturing business
feeds projects into large scale manufacturing at Organichem,

and as our offshore locations begin to allow us to provide a
portfolio of chemistry services at various cost

models.

Biotech/Drug DiscoBiotech/Drug DiscoBiotech/Drug DiscoBiotech/Drug DiscoBiotech/Drug Discovvvvvery Platfery Platfery Platfery Platfery Platformormormormorm

While focused on returning our chemistry
services platform to growth in the near
term, we also believe that our proprietary
technologies and expanding internal drug
discovery portfolio have exciting long-term
potential—particularly due to progress

made in 2004.

With the reorganization, AMRI’s proprietary
discovery technologies and drug
discovery initiatives were placed
under the leadership of Bruce J.
Sargent, Ph.D., who joined our
management team in 2001 from
Knoll Ltd., the U.K.-based division
of BASF-Pharma, where he was head
of chemistry and managed research
initiatives in several therapeutic
areas.  Dr. Sargent is responsible for
our operations in natural products
technologies, drug discovery screen-

ing, discovery collaborations, internal research investments,
and biosciences.

The goal of our proprietary drug discovery platform is to
generate advanced drug candidates and other novel intellec-
tual property, which we can license to a commercialization
partner in exchange for licensing fees and downstream
revenue opportunities.

Most notably, in our central nervous system neurotransmitter
reuptake inhibitor program, some of our more advanced
compounds are undergoing pharmacology studies in animals
and are poised to enter advanced preclinical development.
In fact, we expect to file an Investigational New Drug applica-
tion with the U.S. Food and Drug Administration and initiate
a Phase I clinical trial with one of these compounds
by early 2006, as long as continuing biological evaluation
remains promising.  In other, earlier stage programs, we have
identified several promising compounds from our natural

S

After the challenges of 2004,
we believe that our chemistry
services platform presents
growth opportunities in the
near-term.



products-based collections that may be good
starting points for a discovery program, and are
now selecting biologically active compounds for a
medicinal chemistry lead optimization program.

Since 2000, our investment in internal drug
discovery has increased significantly.  Along with
this investment, we have increased the number of
internal R&D projects and established a more
formal infrastructure to select, monitor and evaluate
these programs, and help balance the risk involved in
going forward with programs in specific therapeutic areas.

StrStrStrStrStrategic Pategic Pategic Pategic Pategic Partnerartnerartnerartnerartnershipsshipsshipsshipsships

Entering into research collaborations and relationships
with strategic partners who possess complementary
technologies or capabilities is also a key aspect of our
internal drug discovery platform.  In these relationships,
prior investments we have made in natural products
technologies, high throughput screening and our diverse
compound collections will be important components.
Early in 2005 we entered into one such relationship: a
two-year collaboration with Alcon Research, Ltd. to
discover and develop ophthalmic pharmaceuticals.  Under
the agreement, we are screening portions of our natural
product libraries for potential lead compounds, and also
providing fee-for-service custom chemical synthesis services.
In addition to fees for library access and research payments,
we may receive downstream revenue opportunities in the form
of milestone payments based on the
achievement of certain development and
regulatory benchmarks, as well as royalty
payments on net sales of any commercial
products developed pursuant to the
agreement.

The continuing evolution of our
complementary chemistry services and
biotechnology platforms allows us to tap a
breadth of technologies as well as the talent
and expertise of a large staff. Such syner-
gies bring the potential to yield greater
opportunity, as customer contacts present a
variety of options for working together.  As
we execute our business plan, we remain committed to
maintaining and growing our leading position as a chemistry
services provider while simultaneously capitalizing on our own
portfolio of technologies and internal research, and the upside
that these investments will bring.
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AMRI Launches Global Chemistry Services Platform

Singapore provides an
environment that
respects and protects
intellectual property.

fter thoroughly analyzing the value
and feasibility of establishing

operations in several different countries
around the world, we initiated the
process of creating offshore research
centers in Singapore and India in 2004,
representing the first step in a strategic
move to globalize our services platform.

Our goals in establishing these offshore
facilities include providing customers
with a range of competitive pricing,
accessing new markets, and positioning
AMRI for the future.  Under the
leadership of Michael P. Trova, Ph.D.,
our offshore locations will enable us to
offer a greater menu of services and
cost models, and position us to capital-
ize on an expected return to growth in
outsourcing discovery chemistry by the
pharmaceutical industry over the next
several years.  Further, both Singapore
and India are strategically positioned
geographically to serve areas with
burgeoning biotechnology and pharma-
ceutical industries—such as Japan,
Australia, Korea and the Pacific Rim.

Setting the StSetting the StSetting the StSetting the StSetting the Standarandarandarandarandard in Singapord in Singapord in Singapord in Singapord in Singaporeeeee

During the first quarter of 2005, we
became the first chemistry-based
healthcare R&D company to establish
operations in Singapore.  When fully
operational, our wholly owned subsid-
iary, Albany Molecular Research
Singapore Research Centre, Pte. Ltd., is
expected to offer a range of chemistry
services, including medicinal and
combinatorial chemistry, process
research, scale up chemistry services,
analytical services and, eventually,
cGMP manufacturing of active pharma-
ceutical ingredients. 

Singapore has identified biotechnology
as a high value, strategic long term
growth industry, paving the way for a
business-friendly regulatory and
economic environment.  We are uniquely
positioned to serve that growth industry
by providing chemistry services to
support drug discovery and develop-
ment.  Importantly, as a long time
signatory to the World Patent Treaty,
Singapore provides an environment that
respects and protects intellectual
property, enabling our scientists to
conduct sensitive and cutting-edge
research on behalf of our customers.
Moreover, an excellent educational
system should provide a steady influx of
qualified scientists to help us meet our
growth targets while maintaining high
scientific standards.

To help establish operations in
Singapore, four AMRI scientists,
including site manager Jolicia F.
Gauuan, Ph.D., relocated to Singapore
from Albany.  At the start-up phase, our
Singapore operations are housed in
leased laboratory facilities that have
already allowed us to begin work on
customer projects while we build out
a more permanent home.  Plans are
underway to quickly outfit 45,000
square feet of laboratory space in
Science Park III near the Biopolis,
a major biotechnology focal point in
Southeast Asia.  This permanent facility,
which will ultimately be capable of
holding up to 200 employees, should
accommodate our future growth needs
for several years.  We have hired
employees in Singapore and chemistry
operations were initiated in March.

Exploiting Biotech SynerExploiting Biotech SynerExploiting Biotech SynerExploiting Biotech SynerExploiting Biotech Synergiesgiesgiesgiesgies
in Indiain Indiain Indiain Indiain India

In addition to our expansion in
Singapore, significant work is in
progress to establish an AMRI research
center in Hyderabad, India, an emerging
technology metropolis located in South
Central India.  Like Singapore, India

A

Jolicia F. Gauuan, Ph.D.
Singapore

Rajesh A. Shenoy, Ph.D.
India



Our offshore locations will enable us to
offer a greater menu of services and
cost models.

provides a number of benefits, including
an increasingly business-friendly
environment, particularly for organiza-
tions engaged in research and
technology; access to
highly trained scientists;
and an offshore cost
basis.

To date, we have
established a subsidiary,
Albany Molecular
Research
Hyderabad Re-
search Centre, Pvt.
Ltd., and obtained
leased laboratory
space in the ICICI
Knowledge Park, a
community of
technology and
research-focused
organizations, both
academic and
industrial, estab-
lished by one of India’s largest banks and the government
of Andhra Pradesh.  Current areas of research emphasis
in the Park include biotechnology, pharmaceutical technol-
ogy and specialty chemicals, providing opportunities for
potential synergies or collaborative relationships.  Site
manager Rajesh Shenoy, Ph.D. and other key members of our
scientific team have relocated, or will be relocating, to India
from Albany to establish operations and recruit scientific and
support staff.  Eventually, our plans in India include occupying
a stand alone research center capable of housing up to 200
scientists in the SP Biotech Park, which is located near the
ICICI Knowledge Park in Hyderabad.

Chemistry at the Highest LChemistry at the Highest LChemistry at the Highest LChemistry at the Highest LChemistry at the Highest Leeeeevvvvvelelelelel

In both Singapore and India, we intend to maintain the strong
AMRI brand, providing only the highest level of chemistry
research and services.  We are encouraged by the preliminary
positive response we have received to our offshore initiatives
from pharmaceutical and biotechnology companies.

We envision our
offshore locations

growing over the next
few years, with the

expectation of being able to
offer our customers a broader

range of services, resources and
cost models.  Our efforts will

benefit local communities
too, providing employees in
these areas with increased
technical skills, career
growth, and leadership
opportunities.

Importantly, our new
offshore presence also

provides the ability to
establish an interna-

tional foothold to
access business in
emerging pharma-
ceutical/biotechnol-
ogy markets, to
compete more
favorably and
directly with

competitors who
have built their

business models strictly
on price, and to realize

opportunities for pull-through
revenue as customers select from a

mix of U.S.- and offshore-based services.  Ultimately, we
anticipate this expansion will help lead to a return to growth
in our U.S.-based operations as well, by tapping into a large
customer base in this region that may derive benefit from
many of the services and technologies we provide and practice
in the U.S. that we do not plan to offer offshore.

As healthcare R&D continues to globalize, and as we make the
strong AMRI brand available to customers from a global
resources perspective, we project our chemistry services
platform to grow again due in part to our offshore efforts.
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Mark Frost, Chief Financial Officer

M

“We’re in the
midst of an
evolution.”

ark Frost knows how to turn challenge into
opportunity.

“I enjoy taking on challenging roles where you deal with
change,” he admits.

After graduating from Colgate University with a degree in
international relations and
economics, he contemplated a
career in the foreign service.
Instead, he chose a finance
position at General Electric,
where he immediately found his
leadership abilities tested.  Within
his first ten months on the job, he
was responsible for moving an entire accounting and finance
office from Syracuse to North Carolina.  “This is a 22-year
old kid coming out of school getting thrust into that situa-
tion,” he recalls.  “You learn very quickly whether you can
develop the leadership and managerial skills necessary
to handle high pressure situations.”

He succeeded, and went on to spend 14 years at General
Electric, moving into positions of increasing responsibility and
prominence.  After spending time on the corporate audit staff
and at GE Medical Systems, he was given his first high profile,
CFO role—deputy managing director and chief financial

officer of GE Capital’s joint venture in Thailand.  “I saw the
chance to start up GE Capital’s business in Thailand as a
phenomenal opportunity,” he says, noting that during the

1990s GE Capital was
one of the most rapidly
growing divisions within
the company.  There,
Mark helped grow the
business to half a billion
dollars and pioneered a
number of unique debt
offerings.  After three
years, he moved to GE

Capital’s Groupe Sovac Financial Services operation in
France.  The positions in Thailand and France gave him first-
hand international experience in business—experience that
will benefit AMRI as it expands globally.  After GE, he became
vice president of finance for Smith & Nephew Endoscopy, a
global medical device division of S&N PLC, where he oversaw
all financial aspects of the business.

These days, he spends his time contributing to a strategy
to return AMRI to growth and increase shareholder value.
“There’s a big opportunity here,” he says.  “We’re in the midst
of an evolution.  We had rapid growth, hit some bumps in the
road, and now we’re resetting the path the company needs to
take.”  A key component of this strategic planning process is
looking closely at the company’s investments, in order to drive
better returns in the future.

Other items high on Mark’s list are helping to establish the
company’s offshore initiatives, with the goal of increasing
revenue from contract chemistry services; and leveraging the
company’s Sarbanes Oxley compliance activities to improve
efficiency, which will positively impact the bottom line and
help drive future earnings growth.  Already, these activities
have helped the company strengthen its internal controls and
finance/accounting function.  As a result of this review, for
example, work is underway on improving the Organichem
inventory process.  Future goals to drive shareholder value
include helping the business maximize the value of its assets,
establishing a more robust strategic valuation process, and
improving relations with the investment community.

At AMRI, he sees a company with a strong balance sheet,
outstanding people and a great reputation within the industry.
“The building blocks are here,” he says.
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Karen Matteo, Assistant Director, Quality Assurance

“No product goes into
humans until it meets
AMRI’s quality
specifications.”

Karen Matteo pays close attention to detail.

As manager of quality assurance (or “QA”) at Organichem,
AMRI’s large scale manufacturing subsidiary, Karen super-
vises a team responsible for ensuring that all products are
manufactured according to customer quality expectations and
in compliance with
U.S. Food and Drug
Administration (FDA)
regulations.

Working in such a
highly regulated
environment, Karen
knows the importance
of being meticulous when producing batches of active phar-
maceutical ingredients for human clinical trials or commercial
use.  “Detail and documentation are very important,” she says.
“Proper documentation of all aspects of batch production,
interactions of temperature, stirring time, and other data is
required and must be thoroughly reviewed and coordinated
with analytical documentation.  No product goes into humans
until it meets AMRI’s quality specifications.”  To ensure high
quality, each product goes through several checks and verifica-
tions during the production process, as well as a thorough
review and verification by Karen’s QA group.

Recently promoted to
assistant director of QA,
Karen supervises sixteen
people and oversees the
ongoing integration of
Organichem’s processes with
those of AMRI.  Being a part
of AMRI, she says, has
presented her with greater

opportunities and challenges.  “One of the most exciting
aspects of working with the quality assurance team is the
opportunity to interact with our many customers,” she says.
Another important aspect of her position is facilitating
problem-solving and coordinating the efforts of the quality
team to meet the needs of customers, both internal and
external.

Karen brings thirty years of experience to AMRI.  She worked
at Sterling Drug Co., first as a chemist in the analytical
laboratory, followed by nearly nine years testing finished dose
products in accordance with government regulations.  A
position as QA coordinator for about four years followed.  She
then became manager of Sterling’s analytical laboratory.
When Sterling moved its operations to Pennsylvania in 1991,
Karen opted not to relocate.  Eventually, she joined the quality
department at Nycomed (later Nycomed-Amersham), coordi-
nating the validation of processes and equipment.

As a leader, her ongoing challenge is to ensure that her staff
remains abreast of QA policies and procedures—an essential
task when operating several projects under the FDA’s
stringent cGMP (current Good Manufacturing Practices)
procedures, which are often updated to reflect advances in
production equipment and systems.  Karen’s group may be
simultaneously involved in as many as 30 manufacturing
projects, each with different demands.  On top of that, she
participates in 30 to 40 customer audits every year and an
FDA audit approximately every two years.  “The quality
assurance team must be prepared at all times to produce for
customers or the FDA any and all documentation that
supports active pharmaceutical ingredient manufacturing,”
she says.  “QA plays a major role ensuring that we comply
with regulatory requirements.”

In Karen’s world, consistency and documentation of methods
used to produce materials for human clinical trials and
commercial products is vital.  Considering what’s at stake,
that’s a very good thing.
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David Hunt, Ph.D., Director, Analytical Quality Services

“It is critical that the
materials are safe and
made to customer
specifications.”

A
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fter years of
developing

novel fungicides and
insecticides, David
A. Hunt, Ph.D. now
uses his consider-
able skills as an
organic chemist to
discover new
pharmaceuticals.
 
With 25 years of
industry experience—including positions at Union Carbide,
Cyanamid, and Catalytica Pharmaceuticals, David joined
AMRI’s chemical development team in 2001 and now over-
sees the company’s analytical quality services department,
which provides analytical chemistry support during the
manufacture of clinical trial materials, intermediates, and
commercial active pharmaceutical ingredients, including
controlled substances and cytotoxic compounds targeted for
chemotherapy applications.

More specifically, his group develops analytical methods to
test the purity of clinical trial candidates and commercial
products manufactured by AMRI.  The group’s work also
involves the development of in-process separation methods to
identify purity levels and impurity profiles, in order to ensure a
robust and safe manufacturing process.  With a staff of nearly
70 people, he emphasizes to employees their role in helping to
get potential new therapies to the market.  “It is critical that
the materials are safe and made to customer specifications,”
he says. 
 
David grew up in Barboursville, West Virginia, attended
Marshall University and continued on to Duke University for
graduate studies.   After earning his Ph.D., he took a position
as a process research scientist at the Union Carbide Technical
Center in South Charleston, where he led a team of scientists
in developing synthetic routes for potential insecticides.  In a
period of eighteen months his group developed two novel
processes—one of these processes was ultimately scaled to
commercial levels.  Later, he spent ten years as head of
insecticide chemistry and the route-scouting group for scale-
up at American Cyanamid’s Agricultural Research Center. 
There, he led a team responsible for the discovery, develop-
ment and launch of a new crop protection product with
estimated annual sales of $300 million.
 

At AMRI, David provides the leadership and support needed
for his project teams to complete assignments with the highest
quality standards.  Among his goals going forward is to
further integrate analytical quality services with quality
control efforts at Organichem, AMRI’s large scale manufac-

turing subsidiary. 
He hopes to
increase productiv-
ity by creating
functional and
management team
synergies. 

Says David,
“Working in the analytical quality services area is kind of like
being a circus juggler. You need to be able to balance the
requirements of the customer (ultimately the patient), the
company, and the employees simultaneously.”
 
Outside the laboratory, David nurtures a life-long interest in
photography and choral singing; in fact, he once performed
“The Star-Spangled Banner” as part of an ensemble at a
Philadelphia Phillies baseball game.
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Note to Reader:

This annual report contains “forward-looking statements” within the meaning of Section 27A of the Securities Act of
1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended. These statements may be
identified by forward-looking words such as “may,” “could,” “should,” “would,” “will,” “intend,” “expect,” “anticipate,”
“believe,” and “continue” or similar words. Our actual results may differ materially from such forward-looking state-
ments as a result of numerous factors, some of which we may not be able to predict and may not be within our control.
Factors that could cause such differences include, but are not limited to, trends in pharmaceutical and biotechnology
companies outsourcing chemical research and development, the loss of, or decrease in business with, a significant
customer, sales of Allegra® (including any deviations in estimates provided by Sanofi-Aventis) and our receipt of signifi-
cant royalties from the Allegra license agreement, the risk that Allegra may be approved for over-the-counter use, the
over-the-counter sale of Claritin®, the over-the-counter sale of generic alternatives for the treatment of allergies, our and
Sanofi-Aventis’ ability to successfully enforce our respective intellectual property, patent rights and technology, including
with respect to the generic companies’ Abbreviated New Drug Application filings, our ability to commence operations in
Singapore and India on schedule and within budget, the integration and operating risks associated with our acquisition of
Organichem, our ability to successfully develop novel compounds and lead candidates in our collaborative arrangements,
our ability to take advantage of proprietary technology and expand the scientific tools available to us, the ability of our
strategic investments and acquisitions to perform as expected and any goodwill impairment related to such investments
and acquisitions, our ability to successfully complete our ongoing expansion projects on schedule, our ability to execute
our business plan for compound and chemical screening sample collections, and our ability to effectively manage our
growth. All forward-looking statements are made as of the date of this report, and we do not undertake to update any
such forward-looking statements in the future. References to “we,” “us,” and “our,” refers to Albany Molecular Research,
Inc. and its subsidiaries, taken as a whole. Readers are cautioned that these forward-looking statements are only predic-
tions and are subject to risks, uncertainties and assumptions that are difficult to predict. Therefore, actual results may
differ materially and adversely from those expressed in any forward-looking statements. Readers should review carefully
the risks and uncertainties identified under the caption “Risk Factors and Certain Factors Affecting Forward-Looking
Statements” in our annual report on Form 10-K for the year ended December 31, 2004 included with this annual report.
We do not undertake any obligation to update our forward-looking statements, except as required by applicable law.

To supplement our financial results prepared in accordance with U.S. GAAP, we have presented non-GAAP measures of
net income and earnings per share adjusted to exclude certain costs, expenses, gains and losses which management
believes are outside our core operational results. We believe presentation of these measures enhances an overall under-
standing of our historical financial performance and future prospects because we believe they are an indication of the
performance of our base business. Management uses these non-GAAP measures as a basis for evaluating our financial
performance as well as for budgeting and forecasting of future periods. For these reasons, we believe they can be useful to
investors. The presentation of this additional information should not be considered in isolation or as a substitute for net
income or earnings per diluted share prepared in accordance with GAAP.
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