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• AMRI acquires 100% ownership of Organichem Corporation.

• AMRI announces 3½-year natural products research
collaboration with Eli Lilly and Company.

• AMRI receives two milestone payments from customers for
contributions to projects.

• AMRI repurchases 959,032 shares of AMRI common stock at a
total cost of $13.5 million.

• Arthur J. Roth elected to AMRI Board of Directors, bringing
35 years of finance and accounting experience.

• High throughput screening technology initiated at AMRI’s
Bothell Research Center.

• AMRI named for the fourth consecutive year to the Forbes list
of Top 200 Companies.

• AMRI named for the second consecutive year to the Fortune
list of 100 Fastest-Growing Companies.

• AMRI’s Organichem subsidiary opens new employee center.
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ear Shareholder:

Welcome to the Albany Molecular Research, Inc. 2003 annual
report, which highlights our fifth year as a public company.
Fittingly, our report focuses on progress, opportunity and
leadership.  In what has become a more
challenging business environment, AMRI
continues to succeed, evolve and plan for
the future.  As we look back on 2003, AMRI
has come through a challenging period
stronger than ever.

One of the year’s highlights was our
acquisition of 100% of Organichem
Corporation, providing AMRI with commer-
cial cGMP manufacturing capacity and
specialized production capabilities in the
areas of cytotoxic compounds and con-
trolled substances.  Already, a number of
chemical development and smaller-scale
cGMP projects have transitioned from
AMRI’s laboratories into Organichem’s
manufacturing facility, bringing with them the pull-through
revenue generally associated with larger-scale projects.

While the Organichem acquisition expanded our clinical trial
supply and commercial manufacturing capabilities, we also took
significant steps in 2003 to enhance our capabilities at the
earliest stages of drug discovery.  We began a 3 ½-year natural
products-based drug discovery research collaboration with Eli
Lilly and Company, through which we acquired all of Lilly’s
natural products materials and assets.  These are now the
exclusive property of AMRI and available for use both with
external customers as well as internal screening projects.  In
tandem with this collaboration, we established a new, state-of-
the-art high throughput screening facility in Bothell, WA.  AMRI
now has the expertise and technologies to screen up to tens of
thousands of natural product or synthetic compounds for
biological activity against disease targets.  More details about
this exciting screening operation are provided later in this
report.

Also noteworthy is the fact that during the year, AMRI received
two milestone payments totaling $170,000 from customers for
contributions to projects.  In this case, the payments were for

work done separately by our chemical
development and computer-assisted drug
discovery groups.  Though these particular
awards may be modest, they illustrate the
high quality science being practiced at AMRI
and the significant contributions that our
scientists can—and do—make on projects
for our customers.  We view these as the
first of possibly many more to come.

Looking at our financial performance for
2003, I believe that AMRI came through one
of the pharmaceutical industry’s most
difficult and challenging years ever with
solid results.  Total revenue, including both
AMRI and Organichem, was $196.3 million.*

Net income for the year was $31.2 million.
We generated $46.3 million in cash from operations.  Our full
year EPS was $0.96 per share, including $0.05 of non-recurring
items (a $1.4 million expense in the first quarter related to our
relocation from Iowa, and a purchase accounting expense of
$1.0 million recorded during the first three quarters of 2003
related to the acquisition of Organichem).  We invested $13.5
million in the repurchase of almost one million AMRI shares,
bringing  total stock repurchases of over two million shares
since September of 2001.  We have continued to make signifi-
cant investments in research and technology initiatives, with
the goal to strengthen our chemistry services platform, and to
put us in a position to leverage the strong drug discovery
research engine that AMRI scientists represent.  In the last five
years, AMRI has invested more than $230 million in technolo-
gies, facilities and equipment.  Even so, at year end, AMRI
continued to maintain a strong cash position, with $124.6
million in cash and investments.

*AMRI began consolidating its financial results with Organichem in 2003.  From January 1 through February 11, 2003 our consolidated financial results
reflect 75% ownership of Organichem.  As of February 12, 2003, the date of our purchase of the remaining 25% ownership, our financial results reflect
100% ownership of Organichem.
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In what has become a more
challenging business environment,

AMRI continues to succeed, evolve and
plan for the future.
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We accomplished a lot in a year in which budgetary pressures
continued to plague the industry, resulting in a slowdown in
chemistry outsourcing by pharmaceutical and biotechnology
companies.  During the year, new competition from low-cost
Third World-based companies began to make an impact on
customer demand, signaling a significant change in the
outsourcing market and the competitive environment.

We believe, however, that challenge also presents opportunity.
During the last thirteen years, AMRI has become a world leader
in chemistry outsourcing for drug discovery and development.
The broad, comprehensive nature of our integrated technology
platform has diversified our sources of
revenue, providing some measure of
business stability and protection in a
fluctuating market.  Our strategy of
achieving vertical integration across
the pharmaceutical R&D continuum is
working.

Nevertheless, challenges remain, and
we intend to continue to evolve with
the changing environment to ensure
that our competitive position remains strong.  Having the right
people in place to lead our scientific teams through the
challenges ahead is critical.  Early in 2004, we announced a
restructuring of several research departments, in which
responsibility for AMRI’s broad contract chemistry business was
consolidated under the direction of Senior Vice President for
Chemistry Michael P. Trova, Ph.D., who has been with the
company since 1995.  Responsibility for AMRI’s technology
platforms and discovery R&D initiatives was united under
industry veteran Bruce J. Sargent, Ph.D., who assumed the
position of vice president, discovery research and development.
In addition to discovery investments, parallel product develop-
ment investments are being pursued on the manufacturing side
of our business.

This report highlights three other important members of our
leadership team:  Patricia Ellis, vice president of quality and
regulatory affairs; Bruce Molino, Ph.D., senior director of
medicinal chemistry; and Kenton Shultis, vice president and
general manager at our wholly owned subsidiary, Organichem
Corporation.

AMRI’s goals remain to grow contract revenues to more
significant achievements, while also leveraging our strong
talent base, resources and know-how in ways which could yield
greater return through ownership of technology that we help
create and outlicense.  With a decrease in Allegra royalties
expected in 2004, AMRI continues to focus on technology and
research initiatives that may one day yield even greater returns.

As an example of one such initiative, later in this report, we
highlight a promising internal research program at AMRI.  This
research targets new treatments for disorders of the central
nervous system.  Though there is no guarantee that any of the

compounds AMRI is working with will
ever make it to the market, we are
enthusiastic about the potential that
success in this area could bring.  This
project is also a good example of the
kinds of things AMRI is doing on its own
to bring value both to potential collabo-
rators and shareholders.

I mentioned earlier that 2003 marked
our fifth year as a public company.

During that time, AMRI’s total revenues have increased 338%,
contract revenues increased 519%, net income increased 126%,
cash flow from operations increased 254%, and cash and liquid
investments grew 423%.  As we look forward, our challenge is
to continue navigating through this difficult period and return to
the days of significant growth.  As I look at today, I remain
enthusiastic that AMRI can achieve its objectives, because of our
people, our strategy, and all of the things taking place.  I can
assure you that AMRI is making forward progress in a number of
areas, and I remain optimistic that we can achieve a bright
future.  As we look back, AMRI has come a long way from the
day five years ago when we became a publicly traded company.
With the right people, a good strategy, and cutting-edge
technologies in place, we firmly believe that we are well
positioned for the future.

Sincerely,

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

Our strategy of achieving
vertical integration across
the pharmaceutical R&D

continuum  is working.
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Expanding Contract Services
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hile much of this year’s annual report focuses on new
research initiatives, AMRI continues to maintain a healthy
chemistry-based drug discovery and development services
business, through which the company derives contract revenue
from customers.  AMRI provides its customers in the pharma-
ceutical and biotechnology industries with access to chemistry
services, problem-solving expertise and innovative technology
platforms, with the goal of helping them to discover and
develop high quality new drug candidates for their R&D
pipelines.  In 2003, AMRI derived nearly $145 million in contract
revenue from its chemistry services business, including $79.1
million in contract revenue from Organichem Corporation, our
wholly owned subsidiary.

AMRI’s core chemistry business encompasses discovery and
medicinal chemistry, combinatorial chemistry/parallel synthesis,
computer-assisted drug design, chemical development,
analytical services, cGMP synthesis and commercial manufactur-
ing.  In recent years, the company has complemented its core
chemistry services by acquiring or developing related bio-
science technologies, such as biocatalysis, fermentation and
drug metabolism services.  Unique among companies in this
sector, AMRI provides a comprehensive continuum of chemistry
services and technologies, from discovery to product launch, all
fully integrated.  Over the last twelve years, AMRI has evolved
into a world leader in chemistry outsourcing, working with a
growing list of collaborators and partners around the world.  In
2003, AMRI worked with 119 different customers, including 40
new customers.

This past year marked AMRI’s first year of full integration with
Organichem Corporation, which manufactures active pharma-
ceutical ingredients and intermediates for clinical and
commercial use.  AMRI had held a minority interest in
Organichem since 1999.  With the completed purchase in
February 2003, AMRI gained a manufacturing site that has
undergone tens of millions of dollars in recent renovations,
improvements and additions, making it a thoroughly modern
pharmaceutical production facility.  From a customer and
technology standpoint, Organichem’s large-scale manufacturing
capabilities fit perfectly with AMRI’s existing chemical develop-
ment and cGMP laboratories, allowing AMRI to offer customers
a seamless technology transfer as projects move from preclini-
cal and early stage clinical trials to later stage clinical trials and

product launch.  Several projects, in fact, have already moved
from AMRI’s smaller-scale laboratories to Organichem, where
they are managed by an experienced leadership team and
subject to AMRI’s rigorous standards for quality control.

It was a busy year on many fronts for Organichem.  Highlights
include the opening of a second high potency suite for manu-
facturing cytotoxic and other highly potent compounds, and the
progression of two compounds being manufactured at
Organichem into late-stage clinical trials.  Moreover, under
AMRI’s stewardship, Organichem’s operating margins improved
significantly during the year, thanks to cost savings from
restructuring programs, acquisition synergies, and a more
favorable product mix.

AMRI has also expanded its core chemistry services by anticipat-
ing and adapting quickly to trends in the industry.  As demand
for chemical development and cGMP manufacturing increased
in recent years, we expanded our analytical service offerings to
include physical characterization capabilities, including poly-
morph assessment and salt form selection.  These properties are
important to study as drug formulation or dosage form is being
considered.  The expansion into such areas provides customers
with additional complementary services as they advance their
compounds through the R&D pipeline, and helps AMRI realize
additional revenue opportunities.

In the face of international competition, AMRI’s core chemistry
services business continues to evolve, whether through
leveraging existing technologies, or expanding into new and
complementary areas.  AMRI remains committed to providing
innovation and the highest quality science and service to its
customers, which over the long term has helped drive share-
holder value and made AMRI the leader in chemistry
outsourcing.

While AMRI’s mission is to grow revenues and margins from
its chemistry services business, a dual goal is to expand and
broaden its technologies to leverage the high value contribu-
tions and capabilities of its outstanding scientific team.  Two
initiatives which exemplify this strategy are described in the
following pages.  We invite you to visit our website at
www.albmolecular.com to learn more about our full range of
chemistry services.

In 2003, AMRI derived nearly
$145 million in contract revenue from

its chemistry services business.
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AMRI has expanded its
core chemistry services by
anticipating and adapting

quickly to trends in
the industry.



High throughput screening is a
method for identifying biologically

active compounds from a large
collection—up to hundreds of
thousands of samples or more.P

Targeting the “Lock & Key”
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harmaceutical researchers often use a “lock and key”
metaphor to describe the interplay between biology and
chemistry that leads to the development of drugs for various
diseases.  A biological target is the lock, or so the metaphor
goes, and chemicals are the keys, meaning that chemistry
is important for developing compounds with the right
3-dimensional structure and physical properties to activate
or deactivate that drug target—whichever is required to
treat the disease process.

High throughput screening is a modern and
important tool used to sift through many
compounds and find chemical “keys” for a
particular biological “lock.”   This process
usually identifies weak hits that have
some affinity for the target, but have
a long way to go before being
considered as a potential new
product.  Conducted early in the
drug discovery process, high through-
put screening is a method for identify-
ing biologically active compounds from
a large collection—up to hundreds of
thousands of samples or more.  Often the
goals at this stage of research are to find
different structural classes of active com-
pounds, and to allow the project team flexibility
in selecting the best compounds for a lead optimization
program.

Expanding into high throughput screening was a logical
extension of AMRI’s existing medicinal chemistry lead optimiza-
tion expertise and natural products technologies.  Over the last
few years, AMRI has invested resources to obtain diverse
chemical collections, which today number over 300,000
synthetic small molecules and purified or partially purified
compounds obtained from natural product sources.  Customers
have often inquired as to whether AMRI could provide drug
screening.  Now, with the ability to test and analyze up to tens
of thousands of samples per day, AMRI’s new screening technol-
ogy provides both an additional capability to its customers and
collaborators and facilitates access to all of AMRI’s diverse
chemical collections.

A Strategic Expansion

While the expansion into high throughput screening was a key
element of implementing the company’s strategic plan, an
important factor in ensuring a successful entry into the field was

AMRI’s research collaboration begun in 2003
with Eli Lilly and Company.  As part of this initial

3½-year collaboration, AMRI acquired
ownership of Eli Lilly’s natural products

drug source collection and libraries,
which consists of over 110,000 purified

and pre-separated natural products
screening samples, plus related

databases and advanced technol-
ogy that makes identification of

active hits fast, efficient and reliable.
The newly acquired collection from

Lilly strongly complements AMRI’s
already existing natural product-based

collections.  As part of the collaboration,
AMRI agreed to screen samples from its

collections for biological activity against drug
targets provided by Lilly.  AMRI could receive

milestone or royalty payments on compounds
Lilly selects for advancement, as well as ownership of novel
technology not chosen for development by Lilly.

 Work on the Lilly collaboration is well underway.  Using robotics
and sophisticated screening technologies, AMRI can simulta-
neously test hundreds of samples for biological activity, using
assays that contain the protein or enzyme drug targets involved
in a particular therapeutic activity.  As part of this process, AMRI
scientists often use mammalian cell lines, in which the genes
that express specific human proteins are cloned into appropri-
ate expression systems for in vitro testing.  Sometimes, the
assays may measure the ability of a compound to bind to a
cell-based receptor.  In gene reporter assays, for example,
technology is now widely practiced which allows a cell to glow,

(continued on page 8)
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The screening team at
AMRI’s Bothell Research Center

Back row, left to right:
Mei Bai, Macarena Irigoyen, Ph.D.,

and Matthew Peach.

Front row, left to right:
Midori Clarke, Grant Carr, Ph.D.,

and Svetlana Dobritsa, Ph.D.



Targeting the “Lock & Key”

or luminesce, in response to activation of the receptor.  Other
detection technologies measure fluorescence, as well as low
level radioactivity emitted by radiolabeled reference agents.

When screening hundreds of thousands of samples, usually only
a few hundred, or even less, may survive to the next round of
testing, which includes follow-up testing to eliminate false
positives and gain more information about a compound’s
interaction with the target.  Other screens focus further on
selectivity.  Testing results are used by medicinal chemists, who
are working to optimize a lead series in terms of activity,
selectivity, and other important properties.  Counter or control
screens help eliminate unwanted characteristics in active
compounds; secondary screens help define structure activity
relationships.  This entire process may reduce the number of
viable compounds down to only the few most promising leads.

Natural Products Technologies

AMRI’s screening technology is complemented by diverse
chemical collections, which today include over 300,000
synthetic small molecules and purified or partially purified
natural product-derived samples.  Natural products are an
important source of novel chemical structures typically not seen
in synthetic chemical collections.  Natural products also
represent a proven source of drugs already on the market, and
are ideal in areas such as cancer, infectious diseases and
possibly in targets that involve protein-protein interactions.
When coupled with screening, AMRI’s extensive collection of
purified and partially purified natural products collections, along
with follow-up technologies in purification, separation and
structure elucidation, are a powerful combination for potential
new collaborations.  In addition, these collaborators may also

access AMRI’s synthetic small molecule collections, or provide
their own libraries, for screening.

AMRI’s high throughput screening operation offers customers
and collaborators a number of advantages, including access to
the company’s compound collections and follow-up medicinal
chemistry, biocatalysis or fermentation; and expertise with
specific types of biological assays.

The screening group works in a new and modern facility
containing a large laboratory designed for drug discovery, high
throughput screening and assay development; a biochemistry
laboratory for secondary screening; and a tissue culture labora-
tory for growth and maintenance of mammalian cell lines.
Grant Carr, Ph.D., a veteran in the field of high throughput
screening, leads the drug screening team.

AMRI’s unique ability to leverage diverse chemical collections
(including natural products), state-of-the-art biological screen-
ing, and strong chemistry expertise provide a high value to
collaborators in a competitive drug discovery marketplace.
Through integrated initiatives and technologies, AMRI is
pursuing collaborations and partnerships that drive higher-value
relationships, and the return that these relationships can bring.

AMRI’s screening technology
is complemented by diverse chemical
collections, which today include over

300,000 synthetic small molecules and
purified or partially purified natural

product-derived samples.
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High Throughput Screening

— Grant Carr, Ph.D.

We generate high quality data from which
chemists can make well-informed decisions.

9

Director, Bioactivity Screening
Bothell Research Center



n his twenty-plus years working in the pharmaceutical
industry, Bruce Molino has witnessed several evolutions in the
field of medicinal chemistry.

Developments in molecular biology, DNA sequencing and the
new fields of genomics and proteomics have helped to define
many novel therapeutic targets.  Structure-based drug design,
high throughput biological screening and combinatorial
chemistry are newer technologies, or applications of existing
technologies, and have placed an emphasis on working
“smarter” and speeding up drug discovery.  At the same time,
medicinal chemists are expected to address potential short-
comings of new compounds—including drug metabolism, oral
bioavailability and other aspects of pharmacokinetics—much
earlier in the drug discovery process.  “Simply identifying a
potent and selective small molecule for your biological target
of interest is no longer enough,” explains Dr. Molino.  “The other
properties of your molecule, including drug metabolism and
toxicology, must also be considered earlier in the drug discov-
ery cycle to identify the most robust clinical development
candidate.”

It is clearly a challenge for which he is well prepared.  As senior
director of medicinal chemistry, Dr. Molino supervises much of
AMRI’s internal R&D projects, including important efforts in the
immunology and central nervous system therapeutic areas.  In
one project, his team is trying to develop improved versions of
an existing drug, one without current and limiting side effects.
The job requires a lot of problem-solving—and patience.
“Everyday you have to ask yourself, with whatever program that
you’re working on, ‘What progress have I made? What obstacles
have we overcome?’” he says.

At an early age, Dr. Molino displayed a strong work ethic and
an urge to overcome obstacles, taking classes by day at Rutgers
University and working the graveyard shift at a nearby chemical
manufacturing facility to help fund his education. At the time,
becoming a chemistry major was the furthest thing from his
mind.  “Quite honestly, it was a good paying job,” he says of his
experience at the DuPont manufacturing facility in New Jersey.
But the experience coincided with his first classes in chemistry
at Rutgers.  “Many of the things that people would find boring
in chemistry class really excited me because I got to see it
firsthand working in a plant,” he recalls.

After earning his bachelor’s degree, he landed a job at Mobil
Research and Development in Princeton, NJ.  A year later, he
left to pursue a Ph.D. in organic chemistry at the University of
Maryland.  He began his pharmaceutical industry career in 1984
at the Rorer Group, which eventually became Rhone-Poulenc
Rorer (now Aventis).  During his eleven years there, he rose
through the ranks of the fast-growing company and worked
in a number of therapeutic areas, including cardiovascular,
gastrointestinal and inflammation.  He led a team of eight
medicinal chemists that took a potential treatment for arterial
thrombosis (i.e., blood clotting) from conception to clinical
trials in less than four years.

Dr. Molino joined AMRI in 1998 as assistant director of medicinal
chemistry.  Despite coming in at the management level, his first
assignment was working in the laboratory on a customer
project.  “One of the short-term expectations was that I could
make a contribution at the bench, doing chemistry and making
molecules,” recalls Dr. Molino, who adds that the hands-on
approach helped him to better understand the company’s
business model.  In 2000, he was promoted to director of
medicinal chemistry.  During his tenure, he supervised work for
DuPont Pharmaceuticals (later acquired by Bristol-Myers Squibb
Company).  In 2002, he was promoted to senior director and
also took on responsibility for managing AMRI’s developing
internal discovery research projects.  His ultimate goal at AMRI,
he says, is “to be part of an effort that identifies novel small
drug molecules that entice potential partners to join AMRI in
the development and commercialization of safe and effective
therapeutic agents.”

As his team works through the formidable problems encoun-
tered when developing new medicines, Bruce Molino, with
over two decades of industry experience behind him, provides
the leadership to pull them through.

Bruce Molino, Ph.D.

I
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“Every day you
have to ask yourself,
‘What progress have

I made?’”
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Leveraging Assets to Build Value
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One of AMRI’s internal research
initiatives targets the development
of novel treatments for a variety of

neurological and psychiatric disorders. 
fflictions of the central nervous system (CNS) such as

Attention Deficit Hyperactivity Disorder, depression and anxiety
affect millions of people worldwide.  In the United States, the
American Psychiatric Association estimates that approximately
eight million children are plagued with some form of mental
disorder, with Attention Deficit Hyperactivity
Disorder (ADHD) being the most frequently
diagnosed condition.  Further, the Associa-
tion estimates that about 17 million
Americans have depression.  In 2003,
antidepressants generated $10.9
billion in U.S. sales, an increase of
11.9 percent from the previous
year, making it the third largest
therapeutic class of prescription
drugs, according to IMS Health. 

Yet despite the great demand for
treatments in this area, many
existing therapies on the market
possess significant limitations such as
slow onset of action, short duration,
adverse interactions with other drugs, or
unwanted side effects.  Some current drugs
are even classified as controlled substances.
While pharmaceutical companies have in
recent years developed new drugs that reduce some of these
problems, much opportunity remains in this area for new
therapeutics or improvements to existing treatments.

One of AMRI’s internal drug discovery research initiatives
focuses on the development of novel treatments for a variety
of neurological and psychiatric disorders.  Through a 2001
agreement with Bristol-Myers Squibb, AMRI acquired the patent
rights to a series of novel compounds with potentially broad
applications in the CNS area.  AMRI scientists collaborated in
the discovery of these compounds in projects with the DuPont
Pharmaceuticals Company, which was purchased by Bristol-
Myers Squibb in 2001.  While the initial portfolio of intellectual
property that AMRI received from Bristol-Myers Squibb included
several hundred proprietary compounds, AMRI has since
expanded the portfolio to nearly 700 compounds in order
to seek drugs for a number of CNS indications. 

Neurotransmitter Reuptake Inhibitors

AMRI’s proprietary compounds work by regulating reuptake of
the brain’s neurotransmitters: norepinephrine,

dopamine, and serotonin.  Neurotransmitters
are chemical signals released by nerve

endings of neurons, which transmit
impulses across synapses (gaps) to

other neurons.  In a process that both
regulates the signal and conserves

neurotransmitters, some of the
neurotransmitter is recaptured

back into the initial (pre-synaptic)
nerve endings in a process
known as “reuptake,” where it

can be stored and reused.  AMRI’s
compounds can prevent or inhibit

the reuptake process of one or more
of these neurotransmitters from

occurring, resulting in higher levels of
the neurotransmitter in the synapse and

augmenting the neurotransmitter signal.
Selective augmentation can be therapeutically

beneficial and the basis to treat a number of
                        CNS conditions.

Many commercial drugs primarily block reuptake of just one
neurotransmitter—i.e., dopamine, serotonin or norepinephrine. 
Ritalin® (methylphenidate), the popular ADHD medication,
blocks reuptake of dopamine.  Prozac® (fluoxetine) and Zoloft®
(sertraline), used to treat depression and anxiety, selectively
block reuptake of serotonin.  Strattera® (atomoxetine), another
ADHD treatment, more selectively inhibits reuptake of norepi-
nephrine.  Newer compounds selectively inhibit reuptake of
two neurotransmitters.  The new antidepressant Cymbalta®
(duloxetine), for instance, inhibits both serotonin and norepi-
nephrine reuptake.  AMRI believes its capability to cost
effectively design and produce improved compounds with
optimized potency and selectivity may offer some novel
solutions to provide improved drugs in the CNS area.

A

(continued on page 14)



AMRI’s proprietary compounds work
by blocking the recapture by the neuron
of specific neurotransmitters (such as
norepinephrine, shown above) in the brain,
thereby prolonging the duration during
which these neurotransmitters are available
to bind at appropriate receptors.

The potential exists to
develop more effective

drugs for patients
suffering from CNS

disorders, and to reduce
some of the adverse

side effects that
beset many current

CNS drugs.

CNS Proprietary Technology
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Potency & Selectivity

AMRI’s portfolio includes compounds that possess unique
potency and selectivity profiles for each
of the three neurotransmitter reuptake
transporters, as well as compounds with
the potential to become dual or even
triple action reuptake inhibitors, which
act on two or three transporters simulta-
neously.  While AMRI’s research in this
area is at an early preclinical stage and
much work remains, preliminary results
suggest that one or more of these
compounds may possess a profile worthy
of further evaluation.  For example,
compounds that regulate reuptake of
dopamine and norepinephrine appear to
be most effective in treating ADHD or
depression.  Early preclinical testing
suggests that some of AMRI’s proprietary
compounds may offer potential improve-
ments over current ADHD treatments. 
By exhibiting high potency for norepi-
nephrine, along with an optimum
dopamine activity relative to current
drugs on the market, some of these test
compounds could eventually become
effective treatments for ADHD, with
advantages over existing agents. 
Possibilities also exist to develop medi-
cines with more favorable dosage requirements, such as once a
day dosing. 

In addition to blocking reuptake of norepinephrine, compounds
in AMRI’s emerging patent estate also possess potency and
selectivity for inhibiting reuptake of serotonin or dopamine. 
Selective serotonin reuptake inhibitors, or SSRIs, which are often
used to treat depression and anxiety, can cause adverse side
effects such as gastrointestinal difficulties and sexual dysfunc-
tion.  AMRI has a number of compounds in its collection that
may offer treatments for depression, anxiety and related
disorders without the unwanted side effects, by better and
more selectively targeting the desired transporters and avoiding
those transporters that mediate the unwanted effects. 

Further, compounds that act as dual or triple inhibitors may
offer more effective treatment options for certain CNS disor-
ders.  Several compounds in AMRI’s collection act as dual
inhibitors and block reuptake of both serotonin and norepi-
nephrine, offering improved treatment options for patients
suffering from depression.  Compounds that inhibit dopamine
along with either norepinephrine or serotonin—another form
of dual inhibitor—may be used in the treatment of Parkinson’s
disease.  Triple inhibitors could be unique additions to therapy
and may also have applications in the area of depression, and

AMRI has several compounds that
demonstrate triple inhibition potential.

Future Opportunities

AMRI’s enthusiasm and optimism over
the potential usefulness of this series of
compounds is tempered somewhat by
the magnitude of the task at hand.  Many
pitfalls lie along the complex road to
discovery and development of any new
prescription drug.  The risks of failure are
very substantial and many programs do
not have a positive outcome.  But when
successful, the return and value can be
outstanding.  Still, with several options
for targeting various neurotransmitters,
as well as different combinations of
neurotransmitters, AMRI’s goal is to
optimize several lead candidates with
different selectivity profiles and seek to
advance one or more of these com-
pounds on the pathway to clinical trials. 
Along the way, AMRI intends to pursue
licensing agreements or partnerships
that would result in further development
and commercialization of any clinical or

therapeutic compounds that result from this program.  In the
end, the potential exists to develop more effective drugs for
patients suffering from CNS disorders, reduce some of the
adverse side effects that beset many current CNS drugs, and
further grow and diversify AMRI’s revenue stream.

It is far too early to determine whether this specific project,
while exciting, will be successful.  And history shows us that a
majority of drug discovery projects ultimately fail.  However,
AMRI already has most of the chemical tools and technologies
needed to apply to projects such as this, and is leveraging those
assets to add value to its efforts.

AMRI’s proprietary compounds
may have utility for a number

of CNS indications:

Attention Deficit
Hyperactivity Disorder (ADHD)

Anxiety

Depression

Post-Traumatic Stress Disorder

Eating disorders

Obsessive-Compulsive Disorder

Nicotine addiction

Panic attacks

Parkinsonism

Obesity

Narcolepsy

Cocaine addiction

Neuropathic pain

Urinary incontinence

Leveraging Assets to Build Value
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CNS Proprietary Technology

Chart 1: AMRI’s proprietary
compounds block reuptake of

norepinephrine and dopamine
 with unique potency,

as compared to current drugs
on the market.

Chart 2: AMRI’s proprietary
compounds block reuptake of
norepinephrine and serotonin

with unique potency,
as compared to current

drugs on the market.

*SSRI:  Selective Serotonin Reuptake Inhibitor

  SNRI:  Serotonin Norepinephrine Reuptake Inhibitor



Patricia Ellis
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As vice president of quality and regulatory affairs at AMRI,
Patricia Ellis enjoys the mixture of science and business that her
position affords—and she is well-schooled in both areas.

After earning a degree in chemistry at Russell Sage College in
1969, she began her career as an analytical scientist at Sterling
Drug, Inc. in Rensselaer, NY.  While at Sterling, she was tapped
to take on a management role and worked her way up through
the ranks, eventually taking responsibility for all quality control
and regulatory operations and overseeing manufacturing
facilities in Puerto Rico, England and Rensselaer.  Along the way,
she earned a master’s degree in management from Rensselaer
Polytechnic Institute.

In 1999, Ellis was part of an eight-member management team
that purchased the former Sterling manufacturing facility in
Rensselaer (owned by Nycomed-Amersham at the time) and
formed Organichem Corporation.  The buyout, backed by and
financed by AMRI and several banks, provided Ellis with an
opportunity to work in a more entrepreneurial environment
after three decades in big pharma.  Moreover, taking ownership
at Organichem provided her with one of her toughest chal-
lenges to date.  “As an owner, all of a sudden you’re responsible
for 250 people, instead of ten as a manager,” she says.  “I
learned volumes about leadership.”

When AMRI acquired 100% of Organichem in 2003, Ellis stayed
on to manage quality and regulatory affairs at the facility.  Soon
after, her role was expanded to include oversight of all AMRI
quality and regulatory operations.  In this larger role, she
maintains several key responsibilities, including managing
compliance with the U.S. Food and Drug Administration’s (FDA)
cGMP (current Good Manufacturing Practice) guidelines, as well
as working extensively with customers.  Ellis oversees FDA
inspections of AMRI’s facilities roughly every two years, along
with as many as 40 customer audits annually.

Despite responsibility for quality control and regulatory affairs
at multiple AMRI facilities and a demanding audit schedule, Ellis
never loses sight of her customer focus.  “We’re their quality
department when we’re manufacturing for them,” she explains.
“We represent the customer’s interests.”  Serving as the

company’s liaison with the FDA is another extremely high
priority.  “We’re fortunate to have a good relationship with the
FDA.  You don’t get that by accident.  You get it through
integrity,” she observes.

With 35 years of industry experience, Ellis is passionate about
quality and a strong proponent of teamwork.  “Quality must be
instilled in everyone.  When new systems are developed,
representatives from quality, manufacturing, regulatory, and
R&D all need to establish collective values right from the
beginning,” she says.  A current focus is to integrate all of the
quality and analytical systems at AMRI and Organichem into one
seamless unit, so that quality processes flow more naturally as
manufacturing projects move from the clinical to commercial
phase.

With a staff of 80 people, Ellis has ample opportunities to put
her leadership skills to work.  Among the things she has learned
through the years about leadership is the importance of
building trust and confidence, focusing on results, making sure
people know that their contribution is important, and dealing
effectively with difficult issues.  “You have to be able to talk
about tough issues.  Get out of the blame game and change
that into a willingness to be accountable,” she says.  “Business
is about relationships.  It’s about your integrity in those relation-
ships, and leveraging people’s strengths.”

Accordingly, she credits her success to others.  “No one can be
successful on their own. I’ve always worked with people who
had enough faith in me to let me try something.  You have to
have that in order to grow,” she says.  In her current position,
she is able to provide the same type of growth opportunities
that she received to many of AMRI’s up-and-coming scientists,
offering wisdom gained from over three decades on the front
lines of pharmaceutical manufacturing.



“Business is
about relationships,
and your integrity in
those relationships.”
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Kenton L. Shultis

K
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enton L. Shultis is process oriented.  As vice president and
general manager at AMRI’s Organichem subsidiary, Mr. Shultis
oversees all operations at the substantial 23-acre chemical
development and manufacturing plant.

It’s a job for which he is well suited.  During his 25-year pharma-
ceutical industry career, Shultis has helped bring nine new
drugs to market, including many commonly used antibiotics and
a major cancer medication.

Shultis began his education at the University of Wisconsin at
Green Bay, before moving to the system’s flagship campus in
Madison, where he studied chemical engineering.  It was the
height of the energy crisis, and while petroleum engineers
were in demand, “drilling for oil just didn’t interest me,” he
recalls.

What did interest him was medicine.  He prolonged the
decision to attend medical school in order to pursue a graduate
degree at the University of Minnesota.  His studies involved
developing a way to measure the impact of the buildup of
proteins and blood clots on the surface of artificial lung mem-
branes.  “There was a problem with clotting and thrombosis in
people who were on artificial lungs for a long period of time,
such as burn victims or transplant patients,” explains Shultis.
“Part of what we were interested in was, how do serum
proteins and the clotting cycle affect the oxygen permeability
of these surfaces?”

After completing a master’s degree in chemical engineering,
Shultis veered away from med school altogether and landed
at Abbott Laboratories in Chicago as a fermentation develop-
ment engineer.  He worked for two years developing processes
to make plant hormones and microbial insecticides, before
moving to Merck & Company in Rahway, NJ.  One of the
highlights of his tenure at Merck was developing a practical
method for extracting Mevacor® (lovastatin), the popular
cholesterol-lowering medication, from the fermentation broth.

After three years at Merck, he began a 14-year career at Bristol-
Myers, where he would eventually rise to oversee all of Bristol’s
chemical manufacturing pilot plant operations in Syracuse.

While there, he helped startup Bristol plants overseas and
helped develop manufacturing processes for several commer-
cial drugs, including Cefzil®, Zerit®, and TAXOL®.  Much of his
work involved developing more efficient and environmentally
friendly processes to make drugs, particularly antibiotics, then
rolling those processes out to the manufacturing plant.

While at Bristol, Shultis faced one of his toughest challenges:
developing a better process to make the powerful cancer
treatment, paclitaxel (TAXOL®), which had been derived from
the bark of the Pacific yew tree.  Because of the severely
limited supply, the drug had gone into a compassionate-use
program.  For some patients suffering from late-stage ovarian
cancer, TAXOL® was their only hope for survival.  Ultimately,
Bristol licensed technology that made it possible to create the
drug using needles from the common yew tree, a much more
abundant source.  The task of developing a final process to
make part of the paclitaxel molecule fell to Shultis and his team.
“It was difficult to make at first,” he says, “but within just a
month or two, we went from an imperfect process to some-
thing that produced a side chain of the final molecule in high
yield and high purity.”

In 1998, Shultis co-founded American Advanced Organics, a
chemistry-focused drug development company that was
acquired by AMRI in 2000.  He joined the senior management
team at AMRI and in 2003 was appointed vice president and
general manager at Organichem, where he has focused on
improving efficiency, increasing margins, and integrating the
facility with AMRI’s other operations.  Having spent his entire
career manufacturing drugs, Shultis is back at home managing a
large plant.  “This is basically what I’ve done most of my adult
life,” he says.



During his 25-year
career, Ken helped

develop manufacturing
processes for Mevacor®,

Cefzil®, Zerit®, and
TAXOL®.
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Summary Consolidated Financial Data
(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
Technology incentive award
Research and development
Selling, general and administrative

Total operating expenses

Income from operations

Other income (expense):
Equity in income (loss) of

unconsolidated affiliates
Interest income, net
Minority Interest in consolidated subsidiaries
Other income (expense), net

Total other income, net

Income before income tax expense

Income tax expense

Net income

Basic earnings per share

Diluted 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

2003 2002 2001 2000 1999

$23,384
21,444

44,828

13,848
2,132
1,827
6,873

24,680

20,148

(98)
2,000

—
(81)

1,821

21,969

8,195

$13,774

$000.51

$000.46

27,132

29,634

$023,845
15,879
34,432
88,242

168
82,920

$39,874
29,226

69,100

23,356
2,921
2,435
7,966

36,678

32,422

552
4,521

—
187

5,260

37,682

14,089

$23,593

$000.78

$000.74

30,363

32,063

$152,024
30,914

161,335
238,566

120
228,533

$60,334
41,675

102,009

34,946
4,165
4,290

12,194

55,595

46,414

1,130
6,430

—
127

7,687

54,101

19,707

$34,394

$001.04

$001.01

33,065

34,154

$135,865
59,756

155,276
284,059

5,930
263,633

$71,688
51,139

122,827

41,313
5,107
7,096

12,897

66,413

56,414

2,795
3,935

—
93

6,823

63,237

22,686

$40,551

$001.24

$001.22

32,632

33,309

$129,537
72,518

163,133
302,736

5,281
282,367

$144,667
51,682

196,349

101,753
5,183

22,466
20,318

149,720

46,629

(372)
1,109

133
403

1,273

47,902

16,714

$31,188

$      0.98

$      0.96

31,880

32,366

$124,628
146,639
173,596
392,631

53,129
302,284
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Cash Flow

1999 2000 2001 2002 2003
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$33 $34

$46
($ in millions)
Cash flow from 

Operations

Net Income

1999 2000 2001 2002 2003
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$34

$41

$31

($ in millions)
Earnings Per Share

1999 2000 2001 2002 2003

$0.46

$1.50

$1.25

$1.00

$0.75

$0.50

$0.25

$0.00

$1.50

$1.25

$1.00

$0.75

$0.50

$0.25

$0.00

$0.74

$1.01

$1.22

$0.96

Total Revenue

1999 2000 2001 2002 2003
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$69
$102

$123

$196

AMRI Contract Revenue

($ in millions)

Organichem Contract Revenue
Royalties
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Thomas E. D’Ambra, Ph.D.
Chairman of the Board,
President & Chief Executive Officer
Albany Molecular Research, Inc.

Paul S. Anderson, Ph.D.
Retired Vice President of

Drug Discovery
Bristol-Myers Squibb Company

Frank W. Haydu III
Managing Director
Valuation Perspectives, Inc.

Donald E. Kuhla, Ph.D.
Business Development Consultant
Albany Molecular Research, Inc.

Kevin O’Connor
Chief Executive Officer
Tech Valley Communications, Inc.

Arthur J. Roth
Retired Commissioner
New York State Department of

Taxation & Finance

Anthony P. Tartaglia, M.D.
Retired Dean
Albany Medical College

Left to Right: Donald E. Kuhla, Frank W. Haydu III, Paul S. Anderson, Kevin O’Connor, Arthur J. Roth, Anthony P. Tartaglia, Thomas E. D’Ambra.
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Corporate Directory

Albany Molecular Research, Inc.
21 Corporate Circle
P.O. Box 15098
Albany, NY 12212-5098
Phone: 518-464-0279  •  Fax: 518-867-4375
www.albmolecular.com

Investor Information

Albany Molecular Research, Inc. common stock is traded on the
Nasdaq National Market under the ticker symbol AMRI.

Inquiries about the transfer or exchange of shares, lost stock
certificates or changes of address should be directed to the
company’s Transfer Agent:

Mellon Investor Services LLC
P.O. Box 3315
South Hackensack, NJ 07606-1915
www.mellon-investor.com

Corporate Information

A copy of the company’s annual report on Form 10-K as filed with
the Securities and Exchange Commission has been included with
this annual report, constitutes an integral part of this annual
report and is incorporated herein by reference.

Independent  Auditors

PricewaterhouseCoopers LLP
Albany, NY 12207
www.pwc.com

General Counsel

Goodwin Procter LLP
Boston, MA 02109
www.goodwinprocter.com

Management Team

Photography by Alphonse de Klerk, J.M. Elario, Stanley Blanchard, and
The Photographers & Co.

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

David P. Waldek, CPA
Chief Financial Officer,
Treasurer & Secretary

James J. Grates
Operations

Kenton L. Shultis
Organichem

Michael P. Trova, Ph.D.
Chemistry

Bruce J. Sargent, Ph.D.
Discovery Research &
Development

Patricia Ellis
Quality Control/
Regulatory Affairs

Harold Meckler, Ph.D.
Science & Technology

Lawrence D. Jones, Ph.D.
Business Development

Barry A. Berkowitz, Ph.D.
Corporate Vice President

Brian D. Russell
Human Resources

David K. Albert
Communications
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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, and Section 21E of the Securities Exchange Act of 1934, as amended. You can identify these
statements by forward-looking words such as “may,” “will,” “expect,” “anticipate,” “believe,” “estimate” and
“continue” or similar words.  You should read statements that contain these words carefully because they
discuss our future expectations, contain projections of our future results of operations or of our financial
condition, or state other “forward-looking” information.  We believe that it is important to communicate our
future expectations to our shareholders.  However, there may be events in the future that we are not able to
accurately predict or control and that may cause our actual results to differ materially from the expectations we
describe in our forward-looking statements.  Shareholders are cautioned that all forward-looking statements are
not guarantees of future performance and involve risks and uncertainties. Actual events or results may differ
materially from those discussed in the forward-looking statements as a result of various factors, including,
without limitation, our ability to recruit and retain experienced scientists, trends in pharmaceutical and biotech-
nology companies outsourcing chemical research and development, the loss of a major customer, a decrease in
the royalties that we earn on sales of Allegra®/Telfast®, the possibility that Allegra® will be approved by the FDA
for over-the-counter sales and the potential adverse effects to our licensing revenues as a result of this determi-
nation, our failure to develop new technologies or commercial products internally or through collaborations,
including any potential developments from our CNS research, our and Aventis’ ability to successfully enforce
our respective intellectual property, patent rights and technology, including with respect to the Barr Abbreviated
New Drug Application filings, our ability to enforce our intellectual property and technology rights, 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 we expect, our ability to complete our ongoing expansion
projects on schedule and to integrate acquired companies, and our ability to manage our growth, as well as the
factors set forth under ‘‘Risk Factors and Certain Factors Affecting Forward-Looking Statements’’ in our annual
report on Form 10-K for the year ended December 31, 2003 included with this annual report and the matters
set forth in our Form 10-K generally.
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