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The Genovis Group in brief

Genovis is a global company offering unique tools
that contribute to the development of future
therapies. The Company markets several enzyme
products known as SmartEnzymes in innovative
product formats that facilitate quality control of
biopharmaceuticals. The organization consists

of Genovis AB and the wholly owned subsidiary
Genovis Inc.

Business concept

Genovis will apply its knowledge and imagination
to design and provide innovative tools for the
development of the drugs of the future.

Marketing and sales

Proximity to customers, readily available and skilled
support, local warehouses both in Europe and the

US, and efficient deliveries are important cornerstones
of Genovis’ customer offering. Genovis’ subsidiary
Genovis Inc. has handled sales in the US since January
2015, while personnel stationed in Lund, Sweden,
handle all sales and marketing in Europe.
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Five Year Summary 2016 2015 2014 2013 2012
Net sales (SEK thousand) 18,542 13,268 8,252 8,912 6,080
Operating profit/loss (SEK thousand) (14,770) (19,824) (20,471) (15,985) (20,181)
Equity/assets ratio (%) 71 52 76 80 75
Acid test ratio (%) 224 124 195 420 211
Equity (SEK thousand) 15,545 8,822 14,583 33,085 13,633
Equity/share (SEK) 0.33 0.29 0.68 0.76 1.15
Number of employees 14 13 16 14 14
Dividend per share (SEK) 0 0 0 0 0
No. of shares at year-end 55,294,162 36,862,775 21,845,652 15,780,757 11,835,568




Highlights of 2016

+40%

NET SALES

Launch of new proprietary
technology

Genovis entered into a license agreement with Life
Technologies and in October 2016 launched a new
proprietary technology platform to label antibodies,
GlyCLICK™. The technology is aimed at customers
who work with preclinical imaging and next-genera-
tion antibody-based drugs, known as Antibody Drug
Conjugates (ADCs). The product,

which is a kit consisting of GlycINATOR® and Life
Technologies* SiteClick™ technology, is expected

to be launched in April 2017. The product broadens
Genovis’ product portfolio and provides custom-

ers with a precise and accurate method for labeling
antibodies, which is something that the industry
has been demanding.

New product launches

In 2016 Genovis launched two new products — a
further development of FabULOUS that is marketed
under the name FabULOUS®Fab kit, and a new en-

zyme, GingisREX. GingisREX® is aimed at customers

within the entire proteomics market and can be used
for proteins in general, unlike other products, which
are used solely for modifying antibodies.

+43%

* Adjusted for legal
fees/reimbursement
from insurance company
and non-recurring costs

OPERATING PROFIT/LOSS

Cooperation Agreement

Genovis signed a strategic cooperation agreement with
Alphalyse A/S that will provide access to Alphalyse’s
expertise in mass spectrometry, while Alphalyse will
have the opportunity to offer its customers analyses
based on Genovis’ unique enzymes for antibodies and
other pharmaceutical proteins.

Settled litigation

In June, Genovis reached a settlement in the patent
dispute with Promega Corporation and entered into a
royalty-based global licensing agreement regarding the
patent involved in the dispute.

Rights issue

In May, Genovis carried out a rights issue that was
oversubscribed by 10 percent. The rights issue raised
about SEK 23 million before issue expenses for the
Company.

* Life Technologies is a wholly owned subsidiary of Thermo Fisher Scientific.



Message from the CEO

Strong sales growth and strategically
positioned for new opportunities
Looking back, 2016 was yet another eventful and
successful year. I believe this is because Genovis
operates in a global market that is both growing
and open to new possibilities. During the year we
continued to develop and expand our product
portfolio. We are pleased to report that all product
categories are growing and new product launches
generate sales right from the start. This consolidates
our good and close relationships with our custom-
ers, while strengthening us for the future. I also
consider the fact that we managed to transform a
protracted conflict into a new business opportunity
as one of the greatest achievements of the year and
we have now set our sights on further expansion.
The way we work and the products we offer are
both truly unique, providing us with excellent vis-
ibility in a market where essentially all participants
are global giants. We have an extremely important
role to play here. Since we are not a pharmaceutical
company, we do not face the classic challenges and
opportunities of that sector. Instead, our business is
based on our ability to work with all pharmaceutical
companies and without their inherent risks. Geno-
vis’ tools are needed in all pharmaceutical develop-
ment, regardless of whether or not the pharmaceu-
tical companies successfully develop new drugs.
Our uniqueness is based on our ability to act as a
provider to all successful projects, where biophar-
maceuticals in particular are strong performers.

Strong sales growth

Our sales have substantially increased over the past
nine consecutive quarters and ended 2016 on a very
strong note. Our robust growth during the year is
primarily organic. Our strategy of direct sales in key
markets in the US and Europe is a success factor.
We have built new relationships and strengthened
established ones, enabling our organization to
constantly evolve with customer needs. This growth
is driven by increased demand throughout the
industry, which has a need to simplify and improve
analytical methods for existing and new antibody

formats. For the full year sales grew by 40 percent
and our gross margin is at a high stable level.

We see continued strong demand for our products,
especially from global pharmaceutical companies
that are increasingly focused on biopharmaceuti-
cals. The need for effective and reliable analytical
methods will therefore continue to be strong. We
have proven that we are able to develop products
that the market demands. Genovis has established
itself as a potential partner for several of these com-
panies. We are a respected brand in the industry
and we are currently well-positioned to continue
to deliver and develop our knowledge into more
products and expand to more markets with new
and existing customers.

New products meet new needs

In 2016 we launched two products that have already
proven to be commercially viable and are generating
revenue. The FabULOUS Fab kit enables customers to
quickly and easily cleave and purify intact Fab frag-
ments in preclinical research for a variety of analyses.
Genovis expanded its product portfolio with GingisREX™.
Previous products have focused on modification of
antibodies, while GingisREX can be used for proteins
in general. In 2016 Genovis also entered into a very
important agreement with Life Technologies to launch
GlyCLICK™, a new technology for labeling antibod-
ies. We have thereby expanded our portfolio with a
completely new type of product that enables develop-
ment of a new and complementary business area. The
agreement with Life Technologies is a clear stamp

of approval for the quality of Genovis’ expertise and
technology. Glyclick has already attracted interest from
our customers and we are currently preparing for the
product rollout in the second quarter of 2017.

Broader and deeper

Our products to date have mainly been used in pre-
clinical research. The introductions of FabULOUS®Fab
kit and GlyCLICK™ have paved the way for an array
of new growth opportunities. Our objectives are to
achieve both broader and deeper growth in relation to
our customers. We have now learned that customers



also use our products for critical analyses in clinical
production. This is a major inroad into a new segment
of the market, though I would like to underscore that
much remains to be done and to develop with respect
to the discovery phase. I view this as proof of the great
potential of our products and the confidence our cus-
tomers place in our knowledge. Deeper relationships
and continued close interaction with our customers are
the easiest and smartest strategies for generating sales.
We will continue to pursue our objective of
geographic growth. A few strategically important
markets in Asia are particularly attractive. Procedures in
Japan are quite different from those in Europe and the
US. Because of the major differences in both culture
and business models, finding the right partner is more
important than taking a direct sales approach. We
are evaluating potential partners with respect to their
expertise, portfolios and network of contacts, with the

goal of creating a natural pathway to new customers.

Development of our business

For us, customer relationships are the most important
aspect of Genovis’ activities. Our customers appear to
be extremely satisfied and we receive very few com-
plaints. We also find that many customers now contact
us directly to ask if we can help solve a problem. The
level of scientific expertise among our customers is ex-
tremely high and direct contact with Genovis™ product
developers and application specialists is highly
appreciated. We reorganized in 2016 and strength-
ened the organization in order to increase the pace

of product and application development. One major
reason our customers choose us is because our offer-
ing includes more opportunities for interaction. Our
employees share the same background, knowledge and
language as our customers. We need to become even
better at showing how to use our products in practice.
This is particularly relevant from a sales and market-
ing perspective, but also for our support and product
development. We have therefore formed an application
group that works closely with the sales and marketing
organization to further encourage sales and we have

now set our sights on continued expansion.

Moving forward

As I look to the future, I do so with great anticipation.
The license agreement with Life Technologies offers
exciting new opportunities, and we are planning new
product launches in 2017. The area that I believe holds
great promise for the future is glycan analysis (sugar
molecules that are attached to proteins). Just as

with proteins, understanding of glycans will be
important for understanding biological processes

and ultimately for curing serious diseases. Given

our knowledge of enzymes, I believe that we will be
able to develop and offer new tools for customers

who are currently struggling with old methods

for analyzing the importance of glycans.

I would like to thank all of our shareholders for their
continued support in 2016. With a cutting edge offer,
talented employees and an agile organization, I expect
that 2017 will be an eventful and challenging year.

Fredrik Olsson
Chief Executive Officer




Operations

Business concept Genovis will apply its knowledge and
Imagination to design and provide innovative tools for the
development of the drugs of the future.

Genovis offers unique tools that contribute to the
development of future therapies and has applied its
knowledge and imagination to become established

as a natural partner for companies in the industry.

The company operates globally and markets “SmartEn-
zymes,” which are seven enzymes in different product
formats. In addition to this product, Genovis also
provides customers with knowledge and support, where
specialists at Genovis assist customers with interpreting
and evaluating research findings to best analyze the
quality of biological drugs using Genovis’ enzymes.

Currently, Genovis’ primary customers are pharma-
ceutical companies and biotech companies, as well

as contract research companies and contract manu-
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facturing companies. The majority of these custom-
ers develop and produce new biopharmaceuticals.
The properties of a new drug must be characterized
in a variety of ways while it is under development
and Genovis’ strategic business development priori-
tizes several areas of application for customers:

P processes to develop production protocols for
drugs on track for clinical development

P quality control during commercial production

of drugs

P processes for developing large quantities of
antibody fragments

P screening processes with a large quantity of
analyses per project
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GENOVIS TODAY

The road from research to new drugs

It takes between 10 and 20 years to develop a new drug and when Genovis’ enzymes are included in the antibody analysis and selec-
tion package, the probability is high that the enzyme will be included in the journey all the way to the release of a new drug. If Genovis’
enzymes are included in the preclinical phase, there is a lock-in effect because drug companies are reluctant to change a well-estab-
lished analytical method. While fewer customers are in preclinical and clinical phases, the value of their orders is substantially higher.



Overarching goals

4

Genovis will increase knowledge about
biological processes that enable new and
effective treatments and medicines.

Genovis will establish its products as the
solution of choice in all analyses, from early
discovery to production of tomorrow’s
medications.

Genovis will create long-term shareholder
value through results that generate both
dividends for shareholders and funding for the
continued innovative development of

the Company.

Goals 2017-2019

Financial Targets

4

>

Genovis will achieve positive operating
profit in 2018.

Genovis will achieve annual organic sales growth
of at least 25 percent beginning in 2019.

Operational objectives

4

Genovis will launch at least three products
in 2017.

Genovis will establish sales in markets that are
not currently active, with a special focus on the
Asian markets

Genovis will establish FabRICATOR® and
the other enzymes as quality control tools
in production of materials intended for
clinical trials.

Operational strategy

P Genovis will offer innovation combined with
high quality by working close to the frontlines
of research and by nurturing relationships
with prestigious research groups, as well as
by actively seeking new technologies through
the acquisition of intellectual property or
companies.

P Genovis will work closely with customers to
implement the enzymes in analysis proce-
dures from drug discovery, through clinical
trials to production control of the customer's
drug candidate throughout its lifetime.

P Genovis will be an innovative company and
an attractive workplace that takes advantage
of staff expertise and offers all employees the
opportunity to influence their work situation
and professional development.



From research to finished product
IN the customer’s hand

Genovis develops tools that help to increase knowledge of biological processes with the
goal of helping to accelerate the development of effective new drugs. Genovis is currently
an established partner to all leading global pharmaceutical companies. This position is
based on the expertise found within the Company.

“The allure of development is that the results
are rarely obvious. New interpretations and
methods are needed to solve problems. "

Malin Mejare, PhD
VP Research & Development,

Development employed at Genovis since 2006
The development group focuses on searching for enzyme must have a certain performance, and be able to
and identifying new enzymes and other potential be produced and purified. An initial characterization of
new products. Development is carried out both enzyme activity is carried out and production methods
in-house and in collaboration with a variety of com- are explored. Once determined, the work moves on to
mercial and university-based research groups. In the application group.
many cases the work is guided based on customer In 2016 the development group worked on de-
demand. Through close collaboration between the veloping GingisREX, the latest addition to Genovis’
Company’s customers and its support units, Geno- product portfolio. As a result we broadened our
vis gains good insight into the daily activities of its knowledge regarding characterization and analysis
customers and an understanding of their needs. of proteins, and not just with respect to antibodies.

In the first step toward developing a new product, This work will be pursued in greater depth during
the group evaluates whether a new enzyme discovery the year with the help of an investment in a mass
has the potential to be developed into a product. The spectrometry instrument.

“Through our “application notes” we
communicate that Genovis is an interesting
company with many exciting products.”

Helén Carlsson Nyhlén, PhD
VP Application Development & Support,
employed at Genovis since 2016.

Application development

'The application group works on developing new prod- The application group also handles customer support
ucts and learning more about existing products. cases through channels such as LiveChat and the
The group is responsible for adapting the new Genovis website. This service enhances customer
products by making them user-friendly and robust relationships, provides insight into their needs and
for the market. Their job includes formulating strengthens knowledge about existing products. This
“application notes” that describe how customers knowledge will help to further develop the use and
can use products in a variety of applications and format of existing products while enabling Genovis

analysis flows. to provide effective professional customer support.



“We look forward to a continued high pace of production
with new enzymes in the product portfolio."

VP Production, employed at Genovis since 2009

Production

Linda Andersson, MS

Quality and delivery reliability are the watchwords
in production. In order to deliver robust, high-
quality products, it is important for production to
work closely with the development team and the
application group. All product launches are pre-
ceded by pilot production, which is then scaled
up. The purpose of this process is to determine the
formulation of the product and to plan production
with a focus on improving efficiency and keeping
production costs down.

“Our technology for labeling antibodies, GlyCLICK ™, has enormous
potential for both existing customers and their colleagues."

Sales

Current challenges include maintaining continu-
ity in production. Varying sales volumes have an
impact on inventory management and it can be
difficult to have a clear picture of the order flow. In
2016, the production processes were reviewed to
maximize the number of batches that pass qual-

ity testing. All employees participated in Lean Six
Sigma training in order to create a clearer, more ef-
ficient workflow. The next step will be to begin the
ISO 9001 certification process in the spring of 2017.

Jonathan Sjégren, PhD
VP Sales and Business Development,
employed at Genovis since 2015

Genovis has pursued a strategy based on direct sales on
key markets since 2015. Customers include all global
pharmaceutical companies that place high demands on
scientific documentation, quality and clarity within all
corporate communication channels.

Meetings with customers are critical for sales
and for Genovis’ continued product development.
The interaction with enzyme users provides a basis
for understanding customer needs and challenges,
and the sales group reports on the results of these

meetings to both the development group and the
application group. This approach provides Genovis
with opportunities to explore new potential areas of
application for existing products, as well as for new
enzymes or technologies.

In 2016 Genovis successfully established its
quality control products, which comprise a new
component in the value chain for the Company and
serve as an acknowledgement of the quality of the
products and Genovis’ knowledge within the field.



“Great products, strong patents and a patent strategy
that goes hand in hand with the company’s business
strategy provide a strong competitive edge.”

Legal Affairs/IR/Business

employed at Genovis since 2007

Susanne Ahlberg, LL.M
General Counsel,

Genovis is a Group with a subsidiary in the US,
which requires compliance with both Swedish and
US regulations and is coordinated where necessary
for the work to flow smoothly between sales teams
in Sweden and the US, as well as in the administra-
tive management of the Group.

Working with legal issues at Genovis AB ranges
over a large area. Regarding the product portfo-
lio, we note that from the time that an enzyme is
discovered until a product becomes available in
the Genovis webshop, many legal hurdles must

“The licensing agreement with Life Technologies means that we
now have a product that can be used for labeling antibodies for
more effective and targeted cancer treatments...”

Genovis Inc., USA

be overcome. Issues encountered may be related
to patents and trademarks, as well as acquisitions
and in-licensing of new enzymes. Daily business
also includes commercial contracts, insurance and
labor law issues, as well as related agreements and
disputes.

Genovis is a public company with over 2,000
shareholders and its shares are traded on Nasdaq
First North Stockholm. Ensuring that the Company
has the information procedures required for a pub-
lic and listed company is an ongoing process.

John M. Lindsay, BA

Worked as a consultant for Genovis AB in 2014
and took over as CEO of Genovis Inc. 2015

The US market is the largest market for pharmaceu-
tical development in the world. Direct sales in key
markets comprise a component of Genovis’ strategy
and in 2015 a subsidiary was established in the US.
The more than 100 North American customers ac-

count for an impressive 63 percent of Genovis’ sales.

With headquarters in Cambridge, Massachu-
setts, Genovis Inc. serves customers in both the
US and Canada. Proximity to customers, quick and

accessible support, daily and efficient deliveries

from the Company's San Diego warehouse are just a
few of the factors on which the Company’s success

is based. Genovis Inc. is headed by John M. Lindsay,
who has extensive experience helping to build up
sales and marketing operations for life science com-
panies in Europe and North America.



Patents and trademarks

Genovis gives high priority to creating a strong global brand that stands for high-quality,
innovative and customer-friendly products and Genovis is dependent on patents to protect
the Company’s unique products. The Company has several granted patents and pending
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PCT/EP2012/067841 P China, US, Japan, Korea, 2031 o
pyogenes and .
methods using it EPO Mexico, UK,
gt South Africa, New
Zealand,
A method for Australia, Canada,
analysing a sample EPO, India, Japan,
PCT/EP2014/069920 of immunoglobulin South Korea, 2034 ® ®
molecules Singapore, US
Method for analysing Australia, Canada,
for the presence or EPO, India, Japan,
PCT/EP2014/072364 absence of high South Korea, 2034 . .
mannose glycans Singapore, US
Australia, Canada,
Method for analysing g?;réla, Iﬁgg
PCT/EP2015/071771 aggregates in ! i} 2035 ‘
! Japan, South
antibody samples :
Korea, Singapore,
us
License
Exclusive license to
use IdeS for bio- EPO (divisional
PCT/EP2002/14427 technical industrial EPO, US application) 2022 .
applications.
Trademarks
Name Granted Pending
Genovis Australia, China, Switzerland, EU, Japan,
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FabRICATOR South Korea, US and Canada
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IgGZERO US, China and Canada
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FabULOUS Canada and US
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GlycINATOR South Korea and US
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GingisKkHAN Norway, Singapore and US China, South Korea
- . Canada, China, Switzerland, South Korea,
GingisREX EU, Australia and Japan Norway, Singapore and US
GlyCLICK EU Australia, China, Japan, Norway, South

Korea, Singapore, Switzerland and US




Products

Genovis markets seven different enzymes in a variety
of product formats. The products can be ordered from
a standard product line or delivered as custom-made
products. Customers use the products to analyze anti-
body molecules. Genovis” enzymes enable customers to
conduct faster analyses with higher quality than compet-

ing technologies can offer.

The products are divided into proteases and glycosidases.
Proteases are a group of enzymes that catalyze the break-
down of the bonds between amino acids in proteins and
which for Genovis involve products that split an anti-
body into smaller fragments. Glycosidases are a group
of enzymes that hydrolyze glycoside bonds, for which
Genovis’ products cut off the sugar molecules

that are attached to the antibody.

Genovis’ proteases
FabRICATOR® (IdeS)
FabRICATOR®Z (IdeZ)
GingisKHAN™ (KGP)
GingisREX ™ (Rgp)
FabULOUS® (SpeB)

vVVvVVvVew

FabRICATOR is a unique enzyme that cleaves antibod-
ies into two parts: a F(ab’) fragment and an Fc fragment,
with extremely high precision and FabRICATOR Z
also cleaves a specific type of mouse antibody quickly
and more effectively than FabRICATOR and the other
enzymes on the market. FabULOUS is an enzyme

that cleaves an antibody into three parts. The product
is a complement to FabRICATOR. By using the two
products together, the customer gets a fast method to
characterize the “hinge region” of an antibody, which
is important in many antibody drug conjugate (ADC)
drug candidates. GingisKHAN is an enzyme that
cleaves human antibodies into three parts. The product
complements FabRICATOR® and FabULOUS®, but
can also be used in studies of the different parts of the
antibody separately, which makes it unique. Gingis-
REX differs from the other enzymes in the product
portfolio since the enzyme cleaves proteins in general
and not just antibodies. The enzyme cleaves specifically
after the amino acid arginine and is highly reliable

and more precise than similar enzymes in the market.
GingisREX can be used alone or in combination with
Genovis’ other enzymes to improve analysis results for

customers.

Genovis’ glycosidases
b 1gGZERO® (EndoS)
P GIycINATOR® (EndoS49)

IgGZERO is a protein that can specifically cleave
sugar molecules that are found naturally on anti-
bodies for “glycan analysis.” GlycINATOR is another
enzyme that can rapidly cleave sugar molecules

from an antibody. By using IgGZERO in combination
with GlycINATOR it is possible to carry out a rela-
tively simple quantitative analysis of high-mannose
molecules on antibodies. Mannose is a particularly
important parameter to understand and handle

when developing production processes for anti-

body-based drugs.

Competitors

In the US, Genovis” product FabRICATOR®
encountered competition from Promega and its
product IdeS Protease. However, other products
compete to some extent with older technology
and Genovis believes they are mainly marketed by
companies within the Fisher Scientific Group, GE
Healthcare, BioRAD, Prozyme and New England
Biolabs, which are among the major players in the
market today. From Genovis’ perspective, these
companies are not just competitors—several could
be excellent partners for continued commercializa-
tion of Genovis' products.

Competitive advantages

Genovis’ exclusive intellectual property rights provide
the Company with a strong competitive advantage.
Furthermore, the customer relationships built with
key customers are important from the perspective

of competition, since frequent collaboration with
customers makes it easier to gain insight into new
trends and technological developments, as well

as an understanding of customer needs. Genovis'
products also have several application-specific com-
petitive advantages:

P higher yield
P better precision

b the technology saves a substantial amount of time
compared with competing technology

P the technology makes it possible to carry out

completely new applications in a new market
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Sales

Sales 2016

Sales increased sharply in 2016 and were equally strong
at the beginning and the end of the year. All product
categories grew and new product launches resulted

in immediate sales. Consolidated net sales increased

by 40 percent compared with 2015 and the revenue
stream consisted of new customers, as well as repeat
orders from established customers. Sales were driven by
increased demand in the entire industry where there is
a need for better and more reliable analytical methods
regarding both choice of antibody and the entire pro-
cess leading to a new drug.

Up until April 2016, the Company focused solely on
customers who work with antibodies, but since the
launch of GingisREX in April, the Company is now
targeting the entire proteomics market. Genovis in-
tends to launch more products that can be used by
the biotech and pharmaceutical industries through-
out this market.

In April 2017, Genovis launched GlyCLICK™, which is
based on a technology platform in which Genovis’
unique GlycINATOR® enzyme is combined with Site-
Click™ technology from Life Technologies. GlyCLICK
is a new technology in an expanding market for
applications in antibody development, preclinical
imaging and antibody drug conjugates (ADCs). The
first orders arrived immediately after the product
launched.

Sales by geographic area
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Geographic distribution

North America remains the Group’s largest market
with 63 percent of sales in 2016. Europe accounted

for 34 percent of sales during the same period, and
other countries 3 percent. The subsidiary Genovis Inc.
handles all sales and marketing in the North American
market and Sweden handles Europe and the rest of the
world. In 2017 Genovis will be more proactive in the
Asian markets.

Countries 2016 2015 2014 2013
Europe 6,348,854 4,165,002 3,134,919 3,251,441
North America 11,532,690 8,479,487 4,840,931 5,554,216
Other countries 660,397 624,012 276,214 106,436
Total 18,541,941 13,268,501 8,252,064 8,912,093




Market

Market potential

Genovis’ proteases are in a market that amounts to
approximately USD 100 million! and covers the entire
life science and biotech supply industry. The proteases
are used as tools in areas such as research and devel-
opment of biopharmaceuticals and biosimilars where
regulatory authorities place great demands on analysis.
Genovis has five products in this market and Market-
sAndMarkets expect the market to increase to USD
120 million in 2018.

The total market for Glycosidases amounts to USD
205 million’. Genovis has two products in this mar-
ket and Genovis’ customers mainly use glycosidases
to analyze and improve the function of drug can-
didates. The market for glycosidases is the fastest
growing market for Genovis’ products. According
to research firm MarketsAndMarket, the market is
expected to amount to USD 378 million in 2019.

Driving market forces

The underlying driver is the development of new
antibody-based biologics based on proteins, includ-

ing antibodies to treat a variety of diseases. Common
therapeutic areas include cancer, as well as inflamma-
tory and autoimmune diseases. Antibody-based drugs,
diagnostics and research tools have become established
as state-of-the-art technology and the market is enjoy-
ing steady growth. Currently, more than 600 antibody-
based drug candidates are in development and about
370 of them are in clinical trials.?

Three clear trends can be seen for the next decade that
drive demand for good analytical methods? and Genovis'
products can be used in all classes of new drugs:

1. New mAbs will be approved and the market is ex-
pected to grow to about USD 110 billion by 2023.

2. The biosimilars market is estimated to grow

to about USD 3 billion by 2023.

3. Second-generation mAbs - the market isestimated

to grow to about USD 9 billion by 2023:

a. Antibody Drug Conjugates (ADCs).
b. Bispecific antibody-based therapeutics.
c. Antibody fragments and antibody proteins.

1. MarketsAndMarkets 2015.

2. Clinical Pipeline reports and websites from Pfizer, Amgen, Genentech, Roche, Novartis,
GSK, Johnson & Johnson, Eli Lily and AstraZeneca.

3. Next Generation Antibody Market 2013-2016, Visiongain 2013

2019
USD 378M

2014
USD 205M

Market potential for glycosidases 6

2018
USD 120M

2013
USD 100M

Market potential for proteases 6

More technical driving forces

The market’s external driving forces are clear; other
drivers come from within the industry, such as regula-
tory authorities and the pharmaceutical industry.

Regulatory authorities

Drug regulatory authorities put patient safety first and
want the industry to improve its ability to understand
the process and the process parameters that give rise
to or affect the properties of biological drugs. The
FDA launched its Quality by Design (QbD) cam-
paign in 2007 as a message to industry that it wanted
biopharmaceuticals manufacturers to increase their
understanding of their processes. The result will be
more testing when developing production processes, as
well as during the actual production of the biological
medicinal product.

Pharmaceutical industry

Great advances have been made in analytical technolo-
gies since the first monoclonal antibodies for thera-
peutic use were approved in the early 1990s. When
technology is available, producers and drug regulatory
authorities become more interested in studying the
biological medicinal product in greater detail than

was previously possible. In addition to patient safety,
the pharmaceutical industry is interested in producing
high-quality drugs at the lowest possible cost.



(Genovis share

Genovis shares have been traded since September 14, 2006, on NASDAQ First North Stockholm
under the ticker symbol GENO. The share price at the end of the period was SEK 2.55 and the
market value was SEK 141 million. Nasdaq First North is an alternative market, operated by the
various exchanges within Nasdaq. Penser Bank is the Certified Advisor for the Company.

Share capital

Shareholder value

On December 31, 2016 share capital was SEK
13,823,540.50 and the number of shares was
55,294,162. The par value is SEK 0.25. On April 9,
2017, Genovis completed a directed share issue of
5,000,000 shares. After the issue has been registered at
the Swedish Companies Registration Office, there will
be 60,294,162 shares in the company and the share
capital will be SEK 15,073,540.50

Warrants

In June 2014, the Company issued 450,000 war-

rants subscribed for by Fredrik Olsson, CEO, and
Sarah Fredriksson. Each warrant entitles the holder to
subscribe for 1.43 shares. Subscription for new shares
may take place during the period from April 1, 2017
through June 30, 2017. Assuming full exercise of the
warrants, share capital will increase by about SEK
160,875, corresponding to a dilution effect of approxi-
mately 1.16 percent of the total number of shares and
votes in the Company.

Dividend policy

The Company has not paid any dividend. The Board
intends to propose a dividend when the Company
achieves good profits and positive cash flows.

Shareholder information

Financial information about Genovis is available on
the Company’s website and can be ordered from the
Company.

URL: www.genovis.com
Email: info@genovis.com

Phone: +46 (0)46-10 12 30

Genovis’ management works continuously to develop

and improve financial information about Genovis in
order to equip both current and future shareholders
with the information necessary to evaluate the com-
pany as fairly as possible. This effort includes actively
participating at meetings with analysts, investors and
the media.

Analysis services

Genovis purchases analysis services from the Swedish
Shareholders' Association/Analysguiden and Redeye AB.

Share performance

Genovis
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Major shareholders as of December 31, 2016

Name Holdings Votes (%)
Mikael Lonn 12,490,653 22.59
Hansa Medical AB 5,712,161 10.33
LMK Forward AB 5,226,698 9.07
Aduno AB 3,773,020 6.82
Nordnet

Pensionsforsékring AB 2,655,425 3.79
Forsékringsaktiebolaget 1,616,455 3.40

Avanza Pension

Source: Euroclear Sweden AB



Shareholding by size December 31, 2016

Holdings Number of Number of Holdings Market value

shareholders shares (%) (SEK thousand)

1-5,000 1,636 2,180,554 3.95 5.6

5,001 - 20,000 374 3,829,672 6.93 9.7

20,001 - 100,000 175 7,554,456 13.66 19.3

100,001 - 500,000 39 8,108,761 14.66 20.7

500,001 - 9 33,620,719 60.80 85.7

Total 2,233 55,294,162 100 141

Source: Euroclear Sweden AB
Share capital development
Year Transaction Change in Change in Total equity Total Par
shares share capital number of value
shares

1999 Company founded 1,000,000 100,000 100,000 1,000,000 0.10
2000 Rights issue 256,000 25,600 125,600 1,256,000 0.10
2001 Bonus issue 0 376,800 502,400 1,256,000 0.40
2001 Rights issue 313,640 125,456 627,856 1,569,640 0.40
2002 Rights issue 247,750 99,100 726,956 1,817,390 0.40
2003 Rights issue 186,000 74,400 801,356 2,003,390 0.40
2005 Rights issue 900,000 360,000 1,161,356 2,903,390 0.40
2006 Rights issue 2,902,650 1,161,060 2,322,416 5,806,040 0.40
2006 Rights issue 2,902,947 1,161,179 3,483,595 8,708,987 0.40
2008 Rights issue 2,177,246 870,898.40 4,354,493.20 10,886,233 0.40
2009 Rights issue 3,180,233 1,272,093.20 5,626,586.40 14,066,466 0.40
2009 Rights issue 7,033,233 2,813,293.20 8,439,879.60 21,099,699 0.40
2009 Non-cash issue 1,690,140 676,056 9,115,935.60 22,789,839 0.40
2009 Rights issue 1,800,000 720,000 9,835,93.60 24,589,839 0.40
2010 Rights issue 16,532,038 6,612,815.20 16,448,750.80 41,121,877 0.40
2011 Rights issue 28,115,243 11,246,097.20 27,694,848 69,237,120 0.40
2012 Consolidation 1:10 (62,313,408) (24,925,363.20) 2,769,484.80 6,923,712 0.40
2012 Rights issue 3,461,856 1,384,724.40 4,154,227.20 10,385,568 0.40
2012 Directed rights issue 1,450,000 580,000 4,734,227.20 11,835,568 0.40
2013 Rights issue 3,945,189 1,578,075.60 6,312,302.80 15,780,757 0.40
2013 Rights issue 5,260,252 2,104,000.80 8,416,403.60 21,041,009 0.40
2013 Directed rights issue 804,643 321,857.20 8,738,260.8 21,845,652 0.40
2015 Rights issue 14,563,768 3,640,942 9,102,355 36,409,420 0.25
2015 Directed rights issue 453,355 113,338.75 9,215,693.75 36,862,775 0.25
2016 Rights issue 18,431,387 4,607,846.75 13,823,540.50 55,294,162 0.25
2017 Share issue not registered 5,000,000 1,250,000 15,073,540.50 60,294,162 0.25
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OPERATIONS AND STRUCTURE

Genovis is a global company offering unique tools
that contribute to the development of future
therapies. The Company markets several enzyme
products known as SmartEnzymes in innovative
product formats that facilitate quality control of

biopharmaceuticals.

FINANCIAL OVERVIEW

In 2016 the organization comprised Genovis AB and
the wholly owned subsidiary Genovis Inc. Genovis
Inc. handles all sales and marketing of enzyme
products on the North American market and Geno-
vis AB handles sales and marketing in the rest of the
world. Genovis AB handles all administration for the
Group.

Revenue

Consolidated net sales rose by 40 percent to SEK
18,542k (13,268k). Other operating income for the full
year amounted to SEK 5,798k (9,255k) and includes
the insurance reimbursement associated with the
settled patent dispute in the US.

Operating profit/loss (EBIT)

The consolidated operating loss was SEK 14,770k (loss:
19,824k). Excluding legal fees and reimbursement from
the insurance company, as well as non-recurring costs
of SEK 6,036k in 2015, the operating result was a loss
of SEK 7,168k (loss: 12,926k).

Net financial items
Net financial items amounted to SEK -132k (-34k).

Taxes
The parent company Genovis reports a loss in the
income tax calculation, for which reason no income
tax is paid at this time.

The Group has a deferred tax asset that
arises from the parent company. The deferred tax
asset at the end of the year amounted to SEK 1,718k
(1,718k), equivalent to a loss-carryforward of about
SEK 7.8 million, which is expected to be utilized
in the foreseeable future. The Company's total tax
loss amounts to SEK 161 million.

Investments

Consolidated capital expenditure totaled SEK 1,437k
(1,686k) of which SEK 10k (189k) is attributable to
property, plant, and equipment, primarily laboratory
equipment/computers and SEK 1,427k (1,497k) is at-
tributable to investments in intangible fixed assets.

Financial position and equity/assets ratio
Shareholders’ equity at year-end was

SEK 15,545k, for an equity/assets ratio of 71 percent
(75 percent).

Cash flow

Consolidated cash flow amounted to SEK 2,229k
(1,364k). Cash flow from financing activities totaled
SEK 19,741k (14,167k) and is largely attributable to the
rights issues carried out in 2016 and 2015.

Equity

For information on trading of shares in the Company,
number of shares and class of shares, as well as the
rights in the Company associated with these shares,
please refer to the section on the Genovis share on
pages 18—19.
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Key figures parent company 2016 2015 2014 2013 2012
Net sales 14,196 10,720 8,159 8,882 6,080
Operating profit/loss (15,180) (17,166) (14,843) (11,048) (16,121)
Equity/assets ratio (%) 73 55 76 80 75
Acid test ratio (%) 233 125 195 420 211
Dividend per share SEK 0 0 0 0 0

Definition of key figures

Equity/assets ratio

Adjusted shareholders’ equity as a percentage of balance sheet.

Acid test ratio

Current assets excluding inventory as a percentage of current liabilities.

SALES GROWTH

Consolidated net sales rose to SEK 18,542k (13,268k),
an increase in sales of 40 percent compared with 2015.
North America remains the Group’s largest market

PRODUCTS

with 63 (64) percent of sales, followed by Europe at
34 (30) percent. Other countries account for 3 (6)
percent of sales.

Genovis develops unique enzymes that are mar-
keted under a common brand, SmartEnzymes.
Currently the Company has seven different enzyme
products for use in the development and analysis
of biopharmaceuticals. All products provide faster
analyses with higher quality than competing prod-
ucts can offer. The products can be ordered from a
standard range or as custom-made products.

In October Genovis launched GlyCLICK™, a new
proprietary technology platform for labeling anti-
bodies. The technology is aimed at customers who

work with preclinical imaging and next-generation
antibody-based drugs, known as Antibody Drug
Conjugates (ADCs). The product, which is a kit
consisting of GlycINATOR® and Life Technologies™
SiteClick™ technology, is expected to be launched
during the second quarter of 2017. The product
broadens Genovis’” product portfolio and provides
customers with a precise and accurate method for
labeling antibodies, which is something that the
industry has been demanding.

* Life Technologies is a wholly owned subsidiary of Thermo Fisher Scientific. The SiteClick™ brand belongs to Life Technologies Corporation.
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KEY EVENTS DURING THE YEAR

Product launches
Genovis launched a further development of FabULOUS®.
The new product is being marketed under the name
FabULOUS®Fab kit.

Genovis launched GingisREX®, a new enzyme
aimed at customers throughout the proteomics market.
The products that Genovis has launched to date have
solely been used for modification of antibodies, while
GingisREX can be used for proteins in general.

Cooperation Agreement

Genovis signed a strategic cooperation agreement with
Alphalyse A/S that will provide access to Alphalyse’s
expertise in mass spectrometry, while Alphalyse will
have the opportunity to offer its customers analyses
based on Genovis’ unique enzymes for antibodies and
other pharmaceutical proteins.

PRODUCTION

License agreements

Genovis has entered into a license agreement with Life
Technologies, a wholly owned subsidiary of Thermo
Fisher Scientific, and will launch GlyCLICK™, a unique
new method for labeling antibodies, in the spring.

New Certified Adviser
Genovis has signed an agreement with Penser Bank AB
for its services as Certified Adviser.

Settled litigation

In June, Genovis reached a settlement in the patent
dispute with Promega Corporation and entered into a
royalty-based global licensing agreement regarding the
patent involved in the dispute.

Rights issue

In May, Genovis carried out a rights issue that was over-
subscribed by 10 percent. The rights issue raised about
SEK 23 million before issue expenses for the Company.

Even at relatively low volumes, production is
cost-effective and provides good margins on the
products. To date, Genovis has chosen to outsource
the first step in production, while carrying out both
quality control and the final steps in production

of specialty products in-house. In 2017 Genovis
will implement quality management measures in
compliance with ISO 9001 for production and a
long-term objective is to be able to offer customers

GMP-approved* production.

INNOVATION AND PRODUCT DEVELOPMENT

Product development is important to strengthen
the customer offering and thereby ensure future
organic growth. By developing new products and

new formats of existing products, Genovis strives to
develop products and services that offer customers
both good results and financial benefit.

*Good Manufacturing Practice (GMP) is a regulatory framework that governs manufacturing, including packing, of pharmaceuticals, food and health foods.
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The Company had 14 (13) employees on December
31, 2016. All employees were in the parent company.
For information on remuneration guidelines for

senior executives adopted at the 2016 AGM, please

ENVIRONMENTAL IMPACT

refer to the Corporate Governance Report on page
29. Please see note 7 regarding remuneration paid

to senior executives in 2016.

The Group’s environmental policy is the starting
point of Genovis” environmental management
program. Genovis AB engages in activities that are
subject to notification or require a permit under the
Environmental Code. The Company has the neces-

RISK MANAGEMENT

sary permits. Environmental impact consists mainly
of emissions to water, air emissions and the environ-
mental effects of energy use and waste production.
These activities were conducted during the year in
accordance with applicable permits and conditions.

Research and development

Genovis’ future growth is largely dependent on the
Company's ability both to successfully develop new
product formats from existing products as well as to
develop successful new products that meet customer
needs. Development of new products is expensive and
it is impossible to guarantee that newly developed
products will be commercially successful. In order

to maximize the return on its development efforts,
Genovis has a planning process to ensure that the
Company gives priority to the right choices regarding,
for example, future product launches.

Product liability and liability for damages
Genovis cannot rule out the possibility that the Com-
pany could be subject to claims for product liability

and other legal issues. Such claims could involve large
amounts and considerable legal costs. Genovis cannot
give assurance that its activities will not be subject to
compensation claims. The Company has a comprehen-
sive insurance policy to cover the property and liability
risks (e.g. product liability) to which it is exposed.

Protection of intellectual property

To ensure a return on its investments, Genovis actively
claims its rights and closely monitors the activities of
its competitors. The Company protects its intellectual
property rights through legal processes if necessary.
Genovis has an insurance program that covers the
Company's intellectual property rights.
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FINANCIAL RISK MANAGEMENT

Financial risks primarily refer to currency and interest
rate risks, as well as credit risk. Group Management has
ultimate responsibility for managing the Group’s finan-
cial risks, as well as for developing financial risk manage-
ment methods and principles. The main financial risks
to which the Group is exposed are currency risk, credit
and counterparty risk.

Currency risk

The majority of the Group's expenses are denominated
in SEK. Group revenue, however, is largely dependent
on other currencies, primarily USD. The effects of
exchange rate fluctuations on profit and equity

are calculated based on known volumes and results

denominated in the foreign currency.

Currency estimated Net volume Impact of 5%
exchange rate, 2017 2016, SEK  currency fluctuation

thousands in SEK thousand
USD 8.50 11,852 +/-579
EUR 9.46 5,924 +/-296

Sensitivity analysis

Genovis’ financial performance is affected by a number
of external factors. The table below shows how changes
to some of the factors that are important for Genovis
could have affected the Group’s net income for 2016.

Change in profit/loss before tax SEK
Price change +/- 3% 556,258
Cost of goods sold +/- 3% 44,428
Payroll costs +/- 3% 322,506

+/- 2% 2,631

Interest

Capital risk

Capital risk is the risk that the Group’s capital struc-
ture is inefficient, or the risk that the Group must
terminate its operations. The Group’s goal regarding
capital structure is to secure Genovis’ ability to con-
tinue to conduct its operations so that it can generate a
return for shareholders and value for other stakehold-
ers, as well as to maintain an optimal capital structure
so that the cost of capital can be reduced. To optimize
the capital structure, the Group can—with shareholder
approval-issue new shares, buy back shares, or in-
crease/decrease loans. The capital structure is regularly
revised. On December 31, 2016 consolidated share-
holders' equity was SEK 15,545 (8,822k) and Genovis
AB’s shareholders” equity was SEK 15,177k (8,745k).

Liquidity risk

Liquidity risk consists of the risk that the Group
cannot obtain funds to meet its obligations. Consoli-
dated cash and cash equivalents including short-term
investments at the end of the twelve-month period
amounted to SEK 4,281k (2,052k). The Board believes
that the Group’s current liquidity, taking into account
the rights issue of April 9, 2017 and expected revenues,
is sufficient to run the Company over the next twelve
months.
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EVENTS AFTER THE END OF THE PERIOD

Genovis launched a new product, GlyCLICK™. The
product is the first of a series based on a technology
platform in which Genovis’ unique GlycINATOR en-
zyme is combined with SiteClick™ technology from
Life Technologies. GlyCLICK is a new technology in
an expanding market for applications in antibody
development, preclinical imaging and antibody

drug conjugates (ADCs). The market for biopharma-
ceuticals is large and many pharmaceutical compa-
nies are looking for new and improved technologies
that link chemotherapy to antibodies.

Genovis has a license for SiteClick™ from Life Technolo-
gies Corporation. The SiteClick™ brand belongs ro Life
Technologies Corporation.

OUTLOOK

In accordance with the authorization granted by
the Annual General Meeting on May 12, 2016, the
Board of Directors of Genovis resolved to carry
out a directed share issue of 5,000,000 shares to

a small group of qualified investors. The subscrip-
tion price was SEK 2.30 per share. The rights issue
raised SEK 11.5 million for the Company before
transaction costs. After the rights issue the to-

tal number of shares and votes in the Company
amount to 60,294,162 and the share capital is SEK
15,073,540.50.

Although the Life Science field is relatively indepen-
dent of business cycles, periods of uncertainty can
influence our customers’ appetite to invest in new
technology. With all development projects proceed-

ing according to plan, Genovis is positioned to make
additional advances with respect to both new products
and sales.
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Corporate Governance Report

INTRODUCTION

The Group consists of Genovis AB and the wholly
owned subsidiary Genovis Inc. The Group had four-
teen employees on December 31, 2016. They are all
employed by Genovis AB, which is responsible for cen-

trally coordinating business and finance functions. The
projects in the Group are mainly conducted in-house,
but they can also be pursued as collaborations with
research groups, including at Lund University.

EXTERNAL AND INTERNAL REGULATION

Genovis AB is a Swedish public limited company
in which governance, management and control

are divided among the shareholders, the Board

of Directors, the chief executive officer and senior
management. Governance of the Company is based
on Genovis’ articles of association, the Swedish

Companies Act, the rules and recommendations re-

SHAREHOLDERS

sulting from the Company's listing on NASDAQ First
North Stockholm, and other applicable laws and
regulations. Genovis does not belong to the group

of companies required to follow the Swedish Code

of Corporate Governance as of July 1, 2008, but the
Board of Directors intends to gradually become
compliant with the code.

At year-end 2016 Genovis had about 2,200 share-
holders according to Euroclear Sweden AB. Genovis’
share capital at year-end was SEK 13,823,540.50 and
the total number of shares was 55,294,162. Genovis’
market capitalization amounted to SEK 141 mil-

ANNUAL GENERAL MEETING 2016

lion at December 31, 2016. The Company’s largest
shareholder is Mikael Lonn, who represents 22.59
percent of the total number of shares and votes in
the company. Genovis’ shareholder structure, share
performance, etc., are presented on pages 18-19.

Genovis’ Annual General Meeting was held on May 12,
2016, in Lund where 34 percent of the number of shares
and voting rights were represented. Board members
Jacob Engellau, Mikael Lénn and Mérten Winge were
present. Lena Mértensson Wernrud and Kenth Petersson
were not present. The CEO and the Company’s auditors
were also present. At the Meeting Jacob Engellau, Kenth
Petersson, Mikael Lonn and Lena Mirtensson Wernrud
were re-elected, and Marten Winge was elected to serve
on the Board of Directors. Mdrten Winge was elected to
be the Chairman of the Board.

Resolutions

* Adoption of the balance sheet and income state-
ment for parent company and the Group.

¢ The Board and the Chief Executive Officer were
discharged from liability.

* The AGM resolved to approve remuneration
to the Board of Directors in the amount of SEK

75,000 to Board members and SEK 150,000 to
the Chairman of the Board.

* The AGM approved the Board’s proposal for
guidelines for remuneration to the Chief Execu-
tive Officer and other senior executives.

The Meeting resolved to approve the Board’s
proposal to conduct a preferential rights issue

of shares in which two (2) existing shares entitle
the holder to subscription for one (1) new share
at a subscription price of one Swedish krona

and twenty-five 6re (SEK 1.25). As a result of this
decision share capital could increase by a maxi-
mum of SEK 4,607,846.75 through the issuance
of up to 18,431,387 shares.

* The Meeting resolved to approve authoriza-
tion to issue shares with or without preferential
rights for existing shareholders. As a result of
this resolution, share capital could increase by
a maximum of SEK 3,500,000 through the issu-
ance of a maximum of 14,000,000 new shares.
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OVERVIEW OF CORPORATE GOVERNANCE IN THE GENOVIS GROUP

Nomination Committee

The task of the Nomination Committee is to

put forward proposals regarding the election

of Chairman of the Annual General Meeting,
election of the Chairman and other members

of the Board, appointment of auditors and fees
paid to the Directors and the Auditors. The
2016 Annual General Meeting resolved that the
Committee for the 2017 AGM will consist of
representatives of the four largest shareholders
as of September 30, 2016. The Nomination
Committee shall appoint a chairman from among
its members. It is incumbent upon the Chairman
of the Board to convene the Nomination
Committee. Should a shareholder decline to
participate in the Nomination Committee,

the right to appoint a representative shall be
transferred to the next largest shareholder

not represented in the committee. If deemed
appropriate as a result of ownership changes,
the Nomination Committee shall invite additional
shareholders to join the Nomination Committee,
though the total number of members may

not exceed five. In the event a member of the
Nomination Committee leaves the Committee
before its work is completed, the Chairman of
the Board, if the Nomination Committee deems
necessary, shall invite the same shareholder

or, if the latter is no longer one of the major
shareholders, the shareholder next entitled,

in terms of size of shareholding, to appoint a
replacement. Such a change shall be announced
on the company’s website.

General Meeting

The General Meeting of Shareholders is the high-
est decision-making body. At the General Meet-
ing, shareholders exercise their voting rights in
accordance with Swedish corporate legislation
and Genovis’ Articles of Association. The General
Meeting elects the Company’s Board of Directors
and auditor. The tasks of the General Meeting
also include adopting the Company’s balance
sheets and income statements, deciding on

the allocations of earnings in the Company and
deciding on discharging the members of the
Board and the CEO from liability. The General
Meeting also decides on remuneration to the
Board of Directors, auditors’ fees and remunera-
tion guidelines for senior executives.

Board of Directors

The Board of Directors is the Company’s highest
administrative body under the General Meeting.
The Board of Directors is charged with the

organization of the Company and management of

its operations. In addition, the Board shall ensure
that the organization in respect of accounting,
management of funds and the Company's finan-
cial position also includes satisfactory control.
Under the Articles of Association, Genovis’
Board of Directors is to consist of a minimum of
three and a maximum of ten Directors, with a
maximum of five deputies. Directors are elected
annually at the Annual General Meeting for a
one-year term up until the close of the following
AGM. The AGM also appoints the Chairman of
the Board. The role of the Chairman of the Board
is to lead the work of the Board and to ensure
that it fulfills its duties. The guidelines for the
work of the Board of Directors are based on the
rules of procedure, which also regulate the al-
location of work between the Board of Directors,
the Chairman of the Board and the CEO, whose
powers are clarified in a special CEO briefing.

President and CEO

The CEO is responsible for ensuring that the
ongoing management is handled in accordance
with the guidelines and instructions

provided by the Board. The CEO shall ensure,
through satisfactory control systems, that the
Company complies with laws and regulations,
as well as NASDAQ Stockholm First North Rules
for Issuers. Moreover, the CEO shall ensure that
the Board receives factual, detailed and relevant
information necessary for the Board to make
informed decisions. In addition, the CEO pursues
a continuous dialogue with the Chairman of

the Board and keeps the Chair informed about
the performance and financial position of the
Company and the Group.

External auditors

The Company must have one auditor with or
without a deputy auditor, or one registered

public accounting firm. The appointment as
auditor shall apply until the close of the General
Meeting, which is held during the fourth financial
year after the election of the auditor. Where

the same auditor is reappointed, the Meeting
may determine that the appointment shall apply
until the close of the Annual General Meeting
held during the third financial year after the
appointment of the auditor. The 2016 Annual
General Meeting appointed the auditing company
PricewaterhouseCoopers AB to serve as Genovis’
auditors for the period until the close of the 2020
Annual General Meeting.
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NOMINATION COMMITTEE

The Nomination Committee conducts an evalu-
ation of the Board and its work. As a basis for its
proposals for the 2017 Annual General Meeting, the
Nomination Committee has assessed whether the
current Board is appropriately composed and fulfills
the demands made on the Board by the Company’s
current and future position in the market. The Board
members have responded to a questionnaire that
served as the basis for the Committee’s work. The
Nomination Committee’s proposal for a new Board
of Directors is submitted with the notice of the
upcoming Annual General Meeting.

BOARD OF DIRECTORS

The Nomination Committee for the 2017 Annual
General Meeting consists of the following represen-
tatives of the largest shareholders:

¢ Mikael Lénn

* Goran Arvidsson, appointed by Hansa Medical AB
* DPeter Ragnarsson, appointed by LMK Forward AB
* Gunnar Bergstedt, appointed by Aduno AB

Mikael Lénn was appointed to serve as Chairman of
the Nomination Committee for the 2017 AGM.

The statutory Board meeting was held on May 12,
2016 and the Board held nine formal meetings in
2016. During the year the Board had five directors.
Other officers participate as needed during board
meetings as reporters or in administrative roles. The
Company's auditor reports to the Board of Directors

every year based on an examination of accounts,

AUDIT COMMITTEE

and provides its assessment of internal controls. In
addition to follow-up and reporting on ongoing
business and profitability, the work of the Board has
included questions about strategic development

and direction, investments in product development
and new product concepts, financial issues and the
Company’s IP rights.

Genovis does not have an Audit Committee; these issues
are ultimately decided by the entire Board of Directors.

FINANCIAL REPORTING

The Board monitors the quality of financial report-
ing by issuing instructions to the CEO and by estab-
lishing requirements for the contents of the reports
on financial conditions that are regularly submitted
to the Board. The Board considers, and ensures

the quality of financial reporting, such as interim

EXTERNAL AUDITORS

reports and the annual accounts, and has delegated
to senior management the task of ensuring the
quality of press releases containing financial con-
tent and presentation materials for meetings with
the media, shareholders and financial institutions.

Principal auditor at PricewaterhouseCoopers AB is
authorized auditor Magnus Willfors and co-auditor
is authorized auditor Sofia Gotmar-Blomstedt. Nei-
ther Magnus Willfors nor Sofia Gétmar-Blomstedt
hold any shares in the Company. PricewaterhouseC-
oopers AB has received compensation for services

other than auditing. Page 42 , note 5 of the consoli-
dated financial statements discloses the full remu-
neration to the auditors for the past two years. The
auditors were represented at two board meetings

during the year.



OPERATING ACTIVITIES
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The CEO has overall responsibility for the Genovis
Group and strategic issues. The Board is responsible
for ensuring that there is an effective system for
internal control and risk management, while the

responsibility to work with these issues has been
delegated to the CEO. Authorities and responsi-
bilities in the organization are defined in policies,
guidelines and descriptions of responsibilities.

SHARE/SHARE PRICE-RELATED INCENTIVE PROGRAM

In June 2014, the Company issued 450,000 warrants
subscribed for by Fredrik Olsson, CEO, and Sarah
Fredriksson. Each warrant entitles the holder to sub-
scribe for 1.43 shares. Subscription for new shares
may take place during the period from April 1, 2017

through June 30, 2017. Assuming full exercise of
the warrants, share capital will increase by about
SEK 160,875, corresponding to a dilution effect of
approximately 1.16 percent of the total number of
shares and votes in the Company.

COMPENSATION OF SENIOR EXECUTIVES

The 2016 Annual General Meeting adopted guide-
lines for remuneration to senior executives that
essentially entail the following.

The fixed remuneration to the management and the
Chief Executive Officer should be competitive and
based on the individual area of responsibility and
performance. Incentive-based remuneration will be
limited and linked to predetermined measurable
criteria designed to promote long-term value creation
for the Company. Incentive-based remuneration may
not exceed a maximum of 25% percent of the fixed
salary and will be set per financial year. The Board will
consider on a yearly basis whether or not to propose a
share-related or market value-related incentive program
to the Annual General Meeting. Management and the
CEO are entitled to a defined-contribution pension.

FEES TO AUDITORS

For the CEO the notice period is 3 months for the
Company and 3 months for the individual. For man-
agement personnel the notice period is 6 months

for the Company and 3 months for the individual.
Moreover, assuming that the Company gave notice of
termination, in certain cases the CEO may be offered
12 months of severance pay. The total remuneration
paid to senior executives in 2016 was SEK 1,231k
(3,612k).

The Board of Directors may depart from these guide-
lines if there are particular reasons in an individual
case. Please see note 7 for

additional information.

The Board of Directors proposes that the 2017 AGM
resolve in favor of
unchanged remuneration guidelines for

senior executives.

PricewaterhouseCoopers AB is the Company’s audi-
tor. “Audit assignments” refer to the audit of the
annual report and accounting records, as well as the
administration of the Company by the Board of Di-
rectors and the Chief Executive Officer, other tasks
incumbent on the Company's auditor and advice or
other assistance resulting from observations made

during audits or the performance of such tasks.

Other assignments mainly refer to consultancy
services related to auditing and taxation issues. Fees
for auditing assignments in 2016 amounted to SEK
189k (171k) and fees for other assignments totaled
SEK 145k (136k).
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RELATED-PARTY TRANSACTIONS

Genovis board member and principal owner Mikael
Lonn, who holds a 22.59 percent stake in Genovis,
owns 12.24 percent of the shares in Redeye, for
which Mikael Lénn is also a board member. Ge-
novis has purchased analysis services during the
twelve-month period from Redeye for a total of SEK

330k. Genovis has repaid loans and paid SEK 64k in
interest to director Kenth Petersson and SEK 65k in
interest to Mikael Lonn. The guarantee fee of SEK
483k was paid to Mikael Lénn for the guarantee in
the rights issue that was completed in June 2016.

INTERNAL CONTROL AND RISK MANAGEMENT

IN FINANCIAL REPORTING

Internal control

Internal control of financial reporting is an integral
part of corporate governance within the Genovis
Group. It comprises procedures to safeguard the
Group’s assets and ensure the accuracy of the financial
reporting, thereby protecting the shareholders’ invest-
ment in the Company.

The Genovis Group’s organization is designed to
quickly respond to changes in the market. Opera-
tional decisions are thus made at the company level,

while decisions on strategy, focus, acquisitions and

overall financial issues are made by Genovis’ Board of
Directors. The CEO regularly reports to the Board to
increase awareness, transparency and control of the
Company's accounting, financial reporting and risk

management.

Risk assessment

Risk assessment is based on the Group’s financial
objectives. The overarching financial risks are defined
and are largely industry-specific. By conducting risk
analyses based on the consolidated balance sheet and
income statement, Genovis identifies the key risks that
may threaten the achievement of business and financial
objectives.



GENOVIS’ BOARD OF DIRECTORS

Administration Report — Corporate Governance

Marten Winge (b. 1959)
Chairman of the Board - MSc

Board member of Genovis since
2016. Marten has worked with
international commercialization of

new technologies in the life sciences
and is currently active as CEO of
Medical Vision AB. He has previously served as CEO of
Proxeon A/S (Odense, Denmark) and several companies
in the Doxa Group and BroGripen AB. Mirten runs his
own consulting firm, Winge Management, and has
founded and sold several companies.

* Other directorships and positions: Chairman of
the Board of Winge Management AB and Cray
Innovation AB. Deputy board member of EmVe
Properties Holding AB.

* Holdings in Genovis: 60,000

Jacob Engellau (b. 1963)
Board member — MD, PhD

Board member of Genovis since
2011. Jacob Engellau is a physician
at the Department of Oncology

, Skane University Hospital, and
associate professor of oncology at

Lund University.

* Other directorships and positions of trust:
No other assignments.

* Holdings in Genovis: Holdings via company

44,440 shares.

Kenth Petersson (b. 1956)
Board member — B.A.

Board member of Genovis since
2011. Kenth Petersson has previ-
ously worked as an analyst and has

*E / / extensive experience in the biotech
! / . £ industry. For the past 10 years he
has worked as a business angel and principal owner of a
number of biotech companies.

* Other directorships and positions: Chairman of
the board of AlphaBeta AB, Biocrine AB, Spiber
Technologies AB and Science Pacific AB.

Board member of Alligator Bioscience AB.

* Holdings in Genovis: 49,998 shares.

Lena Martensson
Wernrud (b. 1954)

Board member - Associate Professor

Board member of Genovis since
2014. Lena Martensson Wernrud is
active as senior director, pipeline
sourcing, at LeoPharma AS, partner
in PULS, and runs her own consulting firm, Martens-
son Innovative Partner. She has 30 years of manage-
ment-level experience in the medical technology and
pharmaceutical industries at companies such as Gambro
AB, Pharmacia and AstraZeneca. She has been a
member of steering groups between AZ and smaller
biotech companies and universities.

e Other directorships and positions:
Board member of Oncorena Holding AB
and Oncorena AB.

* Holdings in Genovis: None

Mikael Lonn (b. 1949)

Board member - MD

Board member of

Genovis since 2014. Mikael Lénn
has previously worked as a physician
at Sodersjukhuset in Stockholm and
is now active as an entrepreneur and
business leader, mainly in health
care. He has extensive experience from counseling

and active participation on the board of directors for

a number of start-up and growth companies, as well

as experience from large county and municipal-owned
organizations.

* Other directorships and positions: Chairman of the
board of LOX Container Technology AB, Anti-
Snore Partner Sweden AB, PRIMA Barn och
Vuxenpsykiatri Stockholm AB, PRIMA Barn and
Vuxenpsykiatri Holding AB. Board member of
Oral Care Holding SWE AB, PRIMA Vuxen
psykiatri Stockholm AB, Vizendo AB, Dicel AB,
Sturebadet Quality Care AB, Sturebadet Health
Strategy AB, Redeye AB/Redhold AB, Mikael
Lonn AB, Sdiptech AB, Professionell dgarstyrn-
ing i Sverige AB, SciLife Clinic AB and Skog-

sigarna Mellanskog Ekonomisk forening.

* Holdings in Genovis: 12,490,702 shares.
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CHIEF EXECUTIVE OFFICER GENOVIS AB

Fredrik Olsson (b 1971)
Chief Executive Officer

Fredrik Olsson has an MSc in
Engineering from Lund Institute of
Technology and has been employed
at Genovis AB since 2002 with
primary responsibility for infrastruc-
ture, product development and production. Fredrik
Olsson has extensive experience in production processes
from the food and biotech industries. Much of his work
involved establishing processes and quality systems for

various industry-specific standards as well as general
systems.

Fredrik Olsson has also co-authored several scien-
tific publications and patents.

* Other directorships and positions: Board
member of Genovis Inc.

* Holdings in Genovis: 14,900 shares and
90,000 warrants in Genovis.
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Proposed appropriation of profits

Genovis AB (publ.), corporate identity no. 556574-5345

The Board of Directors and CEO propose that unrestricted equity be

treated as follows: SEK
Accumulated loss, SEK (132,584,771)
Profit/loss for the year, SEK (15,309,352)
Share premium reserve 149,247,252
Comprehensive income 1,353,129
Carry forward to new account 1,353,129

The Board of Directors proposes no dividend be financial statements. The income statements and
paid for fiscal year 2016. Regarding the financial balance sheets will be presented to the Annual
performance and position in general of the Group General Meeting on May 11, 2017.

and parent company, please refer to the following



STATEMENT OF COMPREHENSIVE INCOME

Parent Parent
Group company Group company
(SEK) Note 2016 2016 2015 2015
Net sales 2.3 18,541,941 14,195,824 13,268,501 10,719,730
Change in inventory, finished goods 422,339 422,339 169,952 169,952
Other operating income 4 5,797,650 5,797,309 9,254,739 10,805,413
Raw materials and consumables (1,480,928) (1,480,928) (2,629,108) (2,129,488)
Other external expenses 5.6 (26,006,770) (22,139,517) (21,493,276) (18,521,424)
Personnel costs 7 (10,750,202) (10,750,202) (13,345,938) (13,325,003)
Depreciation, amortization and impairment of
plant, property, and equipment
and intangible assets 8 (1,293,933) (1,224,805) (5,049,258) (4,875,811)
Other operating expenses (233) 0 0 (8,996)
Total operating expenses (39,532,066) (35,595,452) (42,517,580) (38,860,722)
Operating profit/loss (14,770,136) (15,179,980) (19,824,388) (17,165,627)
Profit/loss on financial investments
Impairment of participations in subsidiaries 13 0 0 0 (2,804,906)
Interest income 330 330 378 167
Interest expense (131,876) (129,702) (34,086) (30,012)
Profit/loss before tax (14,901,682) (15,309,352) (19,858,096) (20,000,378)
Tax on profit/loss for the year 9 (129,331) 0 (47,527) 0
PROFIT/LOSS FOR THE YEAR (15,031,031) (15,309,352) (19,905,623) (20,000,378)
Other comprehensive income 12,777 (22,766)
TOTAL COMPREHENSIVE INCOME FOR (15,018,236) (15,309,352) (19,928,389) (20,000,378)
THE YEAR
Total comprehensive income for the year
attributable to parent company shareholders (15,018,236) (19,928,389)
Basic earnings per share 10 (0.32) (0.66)
Diluted earnings per share (0.32) (0.66)
Average number of shares excl. warrants 46,589,486 30,064,155
Average number of shares incl. warrants 47,232,986 30,265,965



BALANCE SHEET

Group Parent Group Parent
company company
2016 2016 2015 2015
(SEK) Note Dec. 31 Dec. 31 Dec. 31 Dec. 31
ASSETS
Noncurrent assets
Intangible assets 11
Patents and licenses 3,437,959 3,437,959 2,621,520 2,621,520
Total intangible assets 3,437,959 3,437,959 2,621,520 2,621,520
Property, plant and equipment 12
Equipment, tools and installations 1,083,507 963,504 1,756,462 1,567,331
Total property, plant and equipment 1,083,507 963,504 1,756,462 1,567,331
Financial assets
Participations in Group companies 13 0 100,009 0 100,009
Deferred tax assets 14 1,718,000 1,718,000 1,718,000 1,718,000
Total financial assets 1,718,000 1,818,009 1,718,000 1,818,009
Total noncurrent assets 6,239,466 6,219,472 6,095,982 6,006,860
Current assets
Inventories
Raw materials and consumables 1,503,362 1,503,362 960,435 960,435
Total inventories 1,503,362 1,503,362 960,435 960,435
Current receivables
Accounts receivable 4,568,804 942,928 2,270,814 704,665
Receivables from Group companies 0 4,902,284 0 1,747,057
Other receivables 15 488,538 488,440 452,445 449,557
Prepaid expenses and accrued income 16 4,769,991 4,658,869 5,082,120 4,923,072
Total current receivables 9,827,333 10,992,521 7,805,379 7,824,351
Cash and bank balances 17 4,281,297 2,052,733 2,052,460 1,193,850
Total current assets 15,611,992 14,548,616 10,818,274 9,978,636
TOTAL ASSETS 21,851,458 20,768,088 16,914,256 15,985,496




BALANCE SHEET

Group Parent Group Parent
company company
(SEK) Note Di((:). 13? 053.13? 03213? Dgg 13?
EQUITY AND LIABILITIES
Equity
Share capital 18 13,823,541 13,823,541 9,215,694 9,215,694
Additional paid-in capital 120,880,007 0 126,719,786 0
Statutory reserve 0 0 0 5,839,779
Total restricted equity 134,703,548 13,823,541 135,935,480 15,055,473
Share premium reserve 0 149,247,252 0 132,113,734
Accumulated loss (104,140,208)  (132,584,771)  (107,185,116)  (118,424,172)
Profit/loss for the year (15,018,236) (15,309,352) (19,928,389) (20,000,378)
Total unrestricted equity (119,158,444) 1,353,129  (127,113,505) (6,310,816)
Total equity attributable to
parent company shareholders 15,545,104 15,176,670 8,821,975 8,744,657
Noncurrent liabilities
Liabilities to credit institutions 19 0 0 134,776 0
Total noncurrent liabilities 0 0 134,776 0
Current liabilities
Accounts payable 1,551,736 1,551,736 945,112 945,112
Liabilities to credit institutions 19 134,776 0 45,506 0
Liabilities to Group companies 0 100,000
Other liabilities 367,638 175,916 2,367,189 2,291,002
Accrued expenses and deferred income 20 4,252,204 3,763,766 4,599,698 4,004,725
Total current liabilities 6,306,354 5,591,418 7,957,505 7,240,839
TOTAL EQUITY AND LIABILITIES 21,851,458 20,768,088 16,914,256 15,985,496




STATEMENT OF CASH FLOWS

Group Parent Group Parent
company company

(SEK) Note 2016 2016 2015 2015
Operating activities
Operating profit/loss (14,770,136) (15,179,980) (19,824,388) (17,165,627)
Adjustment for items not affecting cash flow 21 1,306,711 1,224,805 5,025,956 4,875,811
Change in working capital 22 (2,480,140) (3,360,518) (1,285,161) (277,284)
Interest received 330 330 378 167
Interest paid (131,876) (129,702) (34,086) (30,012)
Cash flow from operating activities (16,075,111) (17,445,065) (16,117,301) (12,596,945)
Investing activities
Contribution to subsidiary -5,132,236
Acquisition of subsidiaries 0 0 0 9
Acquisition of concessions, patents, licenses, (1,427,053) (1,427,053) (1,496,753) (564,737)
goodwill, etc.
Acquisition of property, plant and equipment (10,364) (10,364) (189,233) (293,317)
Acquisition of short-term investment 0 0 5,000,000 5,000,000
Cash flow from investing activities (1,437,417) (1,437,417) 3,314,014 (990,299)
Financing activities
Rights issue for the year 17,241,365 17,241,365 14,166,995 14,166,995
New loans 5,500,000 5,500,000 0 0
Amortization of loans (3,000,000) (3,000,000) 0 0
Cash flow from financing activities 19,741,365 19,741,365 14,166,995 14,166,995
Total cash flow after
financing activities 2,228,837 858,883 1,363,708 579,751
Cash and cash equivalents, Jan. 1 2,052,460 1,193,850 688,752 614,099
Exchange rate difference in cash and
cash equivalents
Cash and cash equivalents, Dec. 31 4,281,297 2,052,733 2,052,460 1,193,850




CHANGES IN EQUITY
GROUP

Share Additional Accumulated Profit/loss for
(SEK) capital paid-in capital loss the year Total equity
(235’195”'”9 balance per January 1, 8,738,261 132,898,050 (105,004,278)  (22,048,663) 14,583,370
Appropriation as resolved by AGM (22,048,663) 22,048,663 0
Rights issue 3,754,281 11,262,842 15,017,123
Issue costs (850,129) (850,129)
Reduction of share capital (8,276,848) 3,276,848 0
Reversal of statutory reserve (6,178,264) 6,178,264 0
Total comprehensive income (19,928,389) (19,928,389)
for the year
Closing balance as of
December 31, 2015 9,215,694 126,719,786 (107,185,116) (19,928,389) 8,821,975
Appropriation as resolved by AGM (19,928,389) 19,928,389 0
Rights issues 4,607,847 18,431,387 23,039,234
Issue costs (1,297,869) (1,297,869)
Reversal of statutory reserve (5,839,779) 5,839,779 0
;I'otal comprehensive income (15,018,236) (15,018,236)
or the year
Closing balance as of
December 31, 2016 13,823,541 120,880,007 (104,140,208) (15,018,236) 15,545,104
PARENT COMPANY
Share
Share Statutory premium Accumulated Profit/loss for
(SEK) capital reserve reserve loss the year Total equity
Opening balance per 8,738,261 12,018,043 121,701,020 (105,872,758) (22,006,526 14,578,040
January 1, 2015
Appropriation as
resolved by AGM (22,006,526) 22,006,526 0
Rights issue 3,754,281 11,262,842 15,017,123
Issue costs (850,128) (850,128)
Reduction of share capital (8,276,848) 3,276,848 0
Reversal of statutory (6,178,264) 6,178,264 0
reserve
Total comprehensive (20,000,378)  (20,000,378)
income for the year
Closing balance as of
December 31, 2015 9,215,694 5,839,779 132,113,734 (118,424,172) (20,000,378) 8,744,657
Appropriation as
resolved by AGM (20,000,378) 20,000,378 0
Rights issue 4,607,847 18,431,387 23,039,234
Issue costs (1,297,869) (1,297,869)
Reversal of statutory (5,839,779) 5,839,779 0
reserve
Total comprehensive (15,309,352)  (15,309,352)
income for the year
Closing balance as of
December 31, 2016 13,823,541 0 149,247,252 (132,584,771) (15,309,352) 15,176,670

The Company has not paid or proposed any dividend.



NOTE 1 ACCOUNTING POLICIES

GENERAL INFORMATION

Genovis AB’s (publ) (Genovis) consolidated financial statements have been
prepared in accordance with the Swedish Annual Accounts Act (AAA), In-
ternational Financial Reporting Standards (IFRS) issued by the International
Accounting Standards Board (IASB) and interpretations of the International
Financial Reporting Interpretations Committee (IFRIC) as approved by the
European Commission for application within the EU. In addition, RFR 1
Supplementary Accounting Rules for Groups, issued by the Swedish Financial
Reporting Board, have been applied.

The parent company has prepared its annual report in accordance with the
Swedish Annual Accounts Act and the Swedish Financial Reporting Board’s
recommendation RFR 2 “Accounting for Legal Entities.” The consolidated
and annual accounts are specified in Swedish kronor and refer to the

period January 1 - December 31 for income statement items and Decem-

ber 31 for balance sheet items. Assets and liabilities are recognized at cost.
Investments in group companies are measured at cost. In cases where the
carrying amount of the investment exceeds the recoverable amount (see
section below on “Impairment losses”) an impairment loss is recognized.

New standards and interpretations not yet

adopted by the Group

IFRS 15 “Revenue from Contracts with Customers” governs the recognition of
revenue The principles on which IFRS 15 is based will provide users of financial
statements with more useful information about the company's revenue. The
expanded disclosure obligation means that information must be provided on
the nature, timing and uncertainty of revenue and cash flows arising from an
entity’s contracts with customers. According to IFRS 15, revenue is recognized
when a customer obtains control of a good or service and thus has the ability to
direct the use and obtain the benefits from the good or service.

IFRS 15 replaces IAS 18 “Revenue” and IAS 11 “Construction contracts” and
related SICs and IFRICs. IFRS 15 enters into force on January 1, 2018. Early
adoption is permitted. The Group has not yet assessed the impact of the intro-
duction of the standard. None of the other IFRS and IFRIC interpretations
that have not yet entered into force are expected to have a material impact on

the Group.

KEY ESTIMATES AND ASSESSMENTS

The preparation of financial statements in accordance with IFRS requires
management to perform estimates and assumptions that affect the income
statement, balance sheet and other disclosures. Assumptions, assessments and
estimates are reviewed on a regular basis. The actual outcome may diverge
from these assumptions, assessments and estimates. The Board and executive
management regularly assess the deferred tax and intangible assets Valuation
of loss carryforwards and the Company’s ability to utilize unused tax losses is
based on the assumption that taxable profit will be generated by the company
in the foreseeable future. The valuation of intangible assets is reviewed at least
annually or more frequently if there are indications that an impairment may
have occurred. Expenditure on development activities, whereby the research
results or other knowledge is applied to accomplish new products, is recognized
as an asset in the balance sheet, to the extent it is expected to provide future
economic benefits.




CONSOLIDATED ACCOUNTS

Genovis’ consolidated accounts comprise the parent Genovis AB and the sub-
sidiary Genovis Inc. Subsidiaries are fully consolidated from the date on which
control is transferred to the Group. They are deconsolidated from the date that
control ceases. Intra-group profits and dealings are eliminated on consolidation.

Subsidiaries are accounted for using the purchase method. Under this
method, an acquisition of a subsidiary is treated as a transaction in which
the Group indirectly acquires the subsidiary's assets and assumes its liabili-
ties and contingent liabilities. Consolidated cost is established through an
acquisition analysis in conjunction with the acquisition. The analysis estab-
lishes the cost of the participations or business and the fair value, on the
acquisition date, of acquired identifiable assets and assumed liabilities and
contingent liabilities. The cost for the subsidiary’s shares and operations
comprises the sum of fair values at the acquisition date for paid assets,
incurred or assumed liabilities and for issued equity instruments submitted
as payment in exchange for the acquired net assets, plus the transaction
costs directly attributable to the acquisition. In the case of business com-
binations where the acquisition cost exceeds the net value of the acquired
assets and liabilities, as well as any contingent liabilities, the difference is
reported as goodwill. When the difference is negative it is recognized di-
rectly in the income statement. The financial statements of subsidiaries are
consolidated from the date of the acquisition until the date when control
ceases. Accounting policies of subsidiaries have been changed where nec-
essary to ensure consistency with the policies adopted by the Group.

FOREIGN CURRENCIES

Functional currency

The Group's functional currency is SEK, which is also the reporting currency.
Transactions in foreign currencies are translated into the functional currency at
the rate prevailing on the transaction date. Receivables and liabilities denomi-
nated in foreign currencies are translated at the exchange rate on the balance
sheet date, and unrealized exchange gains and losses are included in earnings.
Exchange differences relating to operating receivables and liabilities are re-
ported as other operating income (expenses). Exchange differences on financial
assets and liabilities are reported as other financial items.

INVENTORIES

Inventory is valued, applying the first in, first out (FiFO) principle, at the lower
of cost or net realizable value. Cost includes material, labor and other manufac-
turing costs.

STATEMENT OF CASH FLOWS

The cash-flow statement is prepared in accordance with IAS 7, Statement of
cash flows, indirect method. Reported cash flow only includes transactions
entailing receipts or disbursements. Cash and cash equivalents consist of cash

and bank deposits.



NOTE 2 NET SALES

Sales are based on a measure called net sales, which excludes revenues that are
not attributable to sales of products and services. Management considers the
business from a product perspective where operations only comprise one seg-
ment* that is used to make strategic decisions. The segment consists of unique
enzymes that facilitate development and quality control of biopharmaceuticals
and reference is made to the financial statements concerning primary segment
reporting. Income is recognized in the income statement provided that all
significant risks and rewards related to owning the goods have been transferred
to the customer. Revenues for services are recognized in the income statement

when the assignment is completed. Sales are carried net of VAT and discounts.

The information presented relating to revenues, assets and investments

refers solely to the specified geographic area.

Parent Parent
Revenue G;%‘;z G;%:g company company
2016 2015
Sweden 214,279 151,753 214,279 151,753
Europe 6,134,575 4,013,249 6,134,575 3,928,670
North America 11,532,690 8,479,487 7,186,573 6,015,295
Other countries 660,397 624,012 660,397 624,012
Total 18,541,941 13,268,501 14,195,824 10,719,730
Assets
Sweden 15,903,425 16,914,256 20,768,088 15,985,496
Total 15,903,425 16,914,256 20,768,088 15,985,496
Investments
Sweden 1,437,417 1,685,986 1,437,417 858,054
Total 1,437,417 1,685,986 1,437,417 858,054

NOTE 3 RELATED PARTY TRANSACTIONS

Genovis board member and principal owner Mikael Lénn, who holds a 22.59
percent stake in Genovis, owns 12.24 percent of the shares in Redeye, for
which Mikael Lonn is also a board member. Genovis has purchased analysis
services during the twelve-month period from Redeye for a total of SEK 330k.
Genovis has repaid loans and paid SEK 64k in interest to director Kenth
Petersson and SEK 65k in interest to Mikael Lénn. The guarantee fee of SEK
483k was paid to Mikael Lonn for the guarantee in the rights issue that was
completed in June 2016.

YA segment is a distinguishable component of the Group that either provides products or services within a
particular economic environment and that is subject to risks and opportunities that are different from other seg-
ments. Operating segments are reported in a manner consistent with the internal reporting provided to the chief

operating decision maker. At Genovis this function has been identified as the Group’s CEQO.




NOTE 4 OTHER REVENUE

For 2015 grants received relate to research support from VINNOVA. Govern-
ment grants are recognized at fair value when there is reasonable assurance
that the grant will be received and the conditions attached to the grant will be
fulfilled. Government grants relating to costs are recognized in profit or loss.
The income is recognized in the same period as the costs that the grants are
intended to compensate. Government grants relating to the purchase of assets
reduce the carrying value of the asset. Grants affect recognized earnings over
the asset's useful life by reducing depreciation. Personnel hired refers to person-
nel that the discontinued subsidiary GeccoDots AB hired from the parent.

Parent Parent

Group Group company company

2016 2015 2016 2015

Exchange gains 699,600 67,029 699,600 0

Grants received 0 480,000 0 480,000

Eersonnel hired, 0 0 0 1,617,703
intra-Group

Insurance reimburse- 5,007,691 8707,582  5007,691  8707,582

ment
Other 359 128 18 128
Total 5,797,650 9,254,739 5,797,309 10,805,413

NOTE 5 AUDITORS’ FEES

Audit assignments refers to the audit of the annual report and accounting
records as well as the administration of the Company by the Board of Direc-
tors and the Chief Executive Officer, other tasks incumbent on the Company's
auditor and advice or other assistance resulting from observations made during
audits or the performance of such tasks.

Growp  Grow o BOL ey
2016 2015

PwC
Audit assignment 189,450 171,300 189,450 156,300
Non-audit assignments 0 0 0 0
Tax services 41,500 6,500 41,500 6,500
Other services 103,100 130,000 103,100 130,000

Total 334,050 307,800 334,050 292,800



NOTE 6 OPERATING LEASES AND RENT

A lease is classified as an operating lease when it does not transfer substantially
all the risks and rewards incidental to ownership. For operating leases, lease
payments are expensed in the income statement over the lease term starting
from initial use, which may differ from what is actually paid for leasing dur-
ing the year. The Group has no financial leasing contracts. Rent for premises
pertains to the premises of the parent company and the subsidiary, Genovis
Inc. The parent company has a 9-month period of notice. In the event of early
termination of the contract prior to the expiration date of Sept. 30, 2018, the
remaining amount of the cost of rent shall be paid to the landlord. Genovis Inc.
has a lease that runs until March 31, 2018.

Group Group Parent Parent

Cost for the year 2016 2015 company company
2016 2015

Car leases 0 0 72,340 72,772
Rent for premises 1,796,963 2,083,930 1,763,965 1,590,730
Total 1,796,963 2,083,930 1,836,305 1,663,502
Future payment obligations, Group Parent company
Car leases
Within 1 year 0 0 11,850 46,668
Between 1 and 5 years 0 0 0 11,667
More than 5 years 0 0 0 0
Rent for premises
Within 1 year 1,801,179 1,796,532 1,801,672 1,766,292
Between 1 and 5 years 43,609 37,800 0 0
More than 5 years 0 0 0 0

Total 1,844,788 1,834,332 1,813,522 1,824,627




NOTE 7 PERSONNEL

All employees of the parent are covered by a pension plan. The pension

plan is administered by Collectum or individual choice, depending on the

date that employment began, and is classified as a defined contribution

pension plan. In a defined contribution plan, fixed payments are made to a

separate entity, after which there are no legal or formal obligations to pay

additional fees. Contributions for pension insurance are recognized as an

expense in the income statement as incurred.

Parent Parent
Average number of Group Group compan compan
employees 2016 2015 2012;’ 201;
Total 12 14 12 14
Women 9 10 9 10

Salaries and
remuneration:

Board and CEO 1,033,150 2,077,431 1,033,150 2,077,431
Other senior executives 0 299,572 0 299,572
Other employees 6,026,168 6,559,546 6,026,168 6,559,546
Total salaries 7,059,318 8,936,549 7,059,318 8,936,549

Social security expenses 2,023,339 2,475,455
Pension costs, CEO 197,910 661,329

Pension costs, other

. . 0 67,846
senior executives

Pension costs, other

856,999 909,754
employees

2,023,339 2,475,455

197,910 661,329
0 67,846
856,999 909,754

Total social security

charges and pension 3,078,248 4,114,384 3,078,248 4,114,384
costs

Other personnel costs 612,636 295,005 612,636 274,070
Total 10,750,202 13,345,938 10,750,202 13,325,003

Remuneration and other benefits for the Board, CEO and

senior executive

e
Chairman of the Board 150,000 0 150,000
Other Board members 300,000 0 300,000
Chief Executive Officer 1,033,150 197,910 1,231,060
Other senior executives 0 0 0
Total 1,483,150 197,910 1,681,060

In 2016 the Board was composed of 4 men and 1 woman. In 2015 the Board

was composed of 3 men and 2 women. Group Management consists only of

the Chief Executive Officer, a man. There are no pension terms and conditions

other than the customary.



REMUNERATION GUIDELINES FOR SENIOR EXECUTIVES AS
RESOLVED AT THE 2016 ANNUAL GENERAL MEETING

Fixed remuneration policy

The fixed remuneration to the management and the Chief Executive Officer
should be competitive and based on the individual area of responsibility and
performance.

Policy for variable remuneration

Incentive-based remuneration will be limited and linked to predetermined mea-
surable criteria designed to promote long-term value creation for the Company.
Incentive-based remuneration may not exceed a maximum of 25% percent of

the fixed salary and will be set per financial year.

The Board will consider on a yearly basis whether or not to propose a share-
related or market value-related incentive program to the Annual General
Meeting. The Annual General Meeting makes the decisions regarding such

incentive programs.

Pensions
Management and the CEO are entitled to a defined-contribution pension.

Termination and severance pay

For the CEO the notice period is 3 months for the Company and 3 months for
the individual. For management personnel the notice period is 6 months for
the Company and 3 months for the individual. Moreover, assuming that the
Company gave notice of termination, in certain cases the CEO may be offered
12 months of severance pay.

The Board of Directors may depart from these guidelines if there are particular
reasons in an individual case.

NOTE 8 DEPRECIATION, AMORTIZATION
AND IMPAIRMENT

Parent Parent
Group Group company company
2016 2015 ot o
Amortization patent,
bronds and Ii(F:)enses (610,614)  (578,889) 610,614) (511,486
Amortization equipment,
tool and instaugﬁopns (683,319)  (739,942) 614,191)  (633,898)
Impairment patents, 0 (3,730,427) 0 (3,730,427)

brands and licenses

Total (1,293,933) (5,049,258)  (1,224,805)  (4,875,811)




NOTE 9 INCOME TAX

All tax deemed payable on reported earnings, adjustment of previous years’ tax
and deferred tax is reported in the income statement. Tax effects from items
recognized against equity are reported against equity. The Group uses the bal-
ance sheet method to calculate deferred tax assets and liabilities. Under the bal-
ance sheet method, the calculation is based on tax rates as of the balance sheet
date as applied to temporary differences between the reported and tax value of
an asset or liability, as well as tax loss carryforwards. Reported income taxes
only include deferred tax as the Group does not report tax profits. Deferred tax
assets are recognized in the balance sheet only to the portion of value that can
probably be utilized in the foreseeable future, against which the temporary dif-
ferences can be utilized. The deferred tax asset in the parent as at Dec. 31, 2016,
is SEK 1,718k (1,718k) corresponding to a loss carryforward of SEK 7,809k.
The Company's unutilized loss carryforward as at Dec. 31, 2016 amounts to
SEK 165m (146m). Tax on reported loss has been calculated at 22 percent.

Parent Parent
Group 2016 Group 2015 company company
2016 2015

Reported loss before tax  (14,888,906) (19,858,096) (15,309,352)  (20,000,378)

Tax at nominal tax rate,
22% (22)

Tax effect from non-

(3,275,559)  (4,368,781)  (3,368,057)  (4,400,083)

deductible items 10,238 650,838 10,238 649,882
Tax effect of tax assets

that are not assigned a 3,135,950 3,670,416 3,357,820 3,750,201
value

Tax on reported loss (129,331) (47,527) 0 0
Reversal of deferred tax

due to loss for tax 0 0 0 0
purposes

DEFERRED TAX 0 0 0 0

NOTE 10 EARNINGS PER SHARE

Basic earnings per share is calculated by dividing net income attributable to
the shareholders of the parent by the weighted average number of outstanding
shares during the period.

Group Group

2016 2015

Loss for the year, SEK (15,018,236) (19,928,389)
Weighted average number of outstanding shares 46,589,486 30,064,155
Number of shares at year-end 55,294,162 36,862,775

Basic earnings per share, SEK (0.32) (0.66)



NOTE 11 - INTANGIBLE ASSETS

Product development

Research costs are expensed as incurred. Under Genovis’ application of IAS 38,
expenditures are reported as assets only when a new product or a new product
application has reached such a degree of development that it is entering into an
industrialization process — equivalent to being intended to be launched as an
independent product, or as an integrated part of an existing product. Up until
that point, all such expenditures are expensed on a running basis. Development
expenditures that previously have been expensed are not carried forward in the
subsequent period. Depreciation plans are initiated in connection with the com-
mercialization of the various products. The cost for internally generated intangible
assets includes all expenditures that can be directly attributed to the asset. This
mainly refers to salaries and other employment-related costs of personnel directly
involved with the development of the product or application, as well as for exter-
nal services.

Capitalized develop- Grou Parent Parent
meFr)lt costs P Group 2016 2012 company company
2016 2015

Opening cost 0 5,909,642 0 5,909,642

Disposals 0 (5,909,642) 0 (5,909,642)

Closing cost 0 0 0 0

gpe”'”.g acoumulated 0 (376,000) 0 (376,000)
epreciation

Disposals 0 376,000 0 376,000

Closing accumulated

depreciation/amortiza- 0 0 0 0

tion

Opening accumulated 0 (5,533,642) 0 (5533,642)

impairment

Disposals 0 5,533,642 0 5,533,642

_CIOS|_ng accumulated 0 0 0 0

impairment

Carrying amount 0 0 0 0

Patent

The Group’s expenditures for patents are capitalized when fulfilling the
prerequisites of being entered as intangible assets, in accordance with IAS
38. Patents have a limited useful life and are therefore recognized at cost
less accumulated amortization. The amortization period begins when the
patent is commercialized. An amortization period of 10 years for patents is
justified because most of them have at least this duration with the option
for extension.

Assets are tested for impairment whenever events or changes in circumstances
indicate that the carrying value may not be recoverable. The amount by which
the carrying amount of the asset exceeds its recoverable amount is then recog-
nized as an impairment loss, which is the higher of net realizable value and val-
ue in use. When calculating value in use, future cash flows are discounted using
a discount rate that reflects the current market view of risk-free interest and risk




specific to the asset. Recoverable value of intangible assets with indefinite useful
lives and intangible assets not yet ready for use is calculated annually.

Grou Grou Parent Parent

Patents and licenses 2012 2012 company company
2016 2015

Opening cost 5,372,508 10,714,020 5,372,508 4,957,057
Sold/disposed of 0 (6,838,264) 0 (3,879,712

during the year
Acquisition/capitalization 1,427,054 1,496,752 1,427,054 4,295,163

Closing

cost 6,799,562 5,372,508 6,799,562 5,372,508

Opening accumulated
depreciation

Disposals 0 1,634,475 0 (1,324,077)

(2,750,989) (3,806,575)  (2,750,989) (915,426)

Depreciation/amortization

for the year (610,614)  (578,889) (610,614) (511,486)

Closing accumulated
depreciation/amortiza- (3,361,603) (2,750,989) (3,361,603) (2,750,989)

tion

Opening accumulated 0 (1,473,362) 0 (1,473,362
impairment

Disposals 0 1,473,362 0 1,473,362
_Closi_ng accumulated 0 0 0 0
impairment

Carrying amount 3,437,959 2,621,519 3,437,959 2,621,519

NOTE 12 - PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment, consisting of laboratory equipment, other
equipment and computer equipment, are reported at cost less accumulated
depreciation. Depreciation is based on the cost, useful life and possible residual
value of the assets. The residual values and useful lives of the assets are reviewed
on each balance sheet date and adjusted if necessary. Gains and losses on
divestitures are determined by comparing proceeds with carrying amount and
recognized through profit or loss. Property, plant, and equipment are depreci-
ated over the estimated useful life of the assets, based on cost as follows.

Laboratory equipment 10 years
Computer equipment 3 years
Other equipment 5 years

Equipment, tools and Group Group cor:?::; conlﬁ:ae:;
installations 2016 2015 2016 2015
gf:t”'”g 6,696,080 6,506,856 6,257,581 5,064,264
Purchases 10,364 189,233 10,364 293,317
Closing cost 6,706,453 6,696,080 6,267,045 6,257,581

Opening accumulated

derociation (4,939,627) (4,199,685) (4,690,250)  (4,056,352)

Depreciation/amortization

for the year (683,319) (739,942) (614,191) (633,898)

Closing accumulated
depreciation/amortization

Carrying amount 1,083,507 1,756,462 963,504 1,567,331

(5,622,946) (4,939,627) (5,304,441)  (4,690,250)




NOTE 13 - PARTICIPATIONS IN GROUP COMPANIES

Parent Parent
company company
2016 2015
Opening cost 22,477,863 19,672,948
Acquisitions for the year 0 9
Forgiven receivable 0 504,906
Shareholders’ contributions for the year 0 2,300,000
Closing accumulated cost 22,477,863 22,477,863
Opening accumulated impairment (22,377,854) (19,572,948)
Impairment for the year 0 (2,804,906)
Closing accumulated impairment losses (22,377,854) (22,377,854)
Carrying amount 100,009 100,009
Name Re_gistered Company Shar_e- !-Iold- Carrying
office regd. no. holding ings amount
Genovis Inc. Delaware, USA 100% 1,000 9
GeccoDots AB Malmé 556779-7286 100% 1,000 100,000

NOTE 14 DEFERRED TAX ASSET/LIABILITY

The Company reports a deferred tax asset relating to unused tax loss carryfor-
wards; the deferred tax asset arises from the parent. The Group’s deferred tax
assets at the end of the period amounted to SEK 1,718k (1,718k), equivalent to
a loss carryforward of about SEK 7.8 million. Deferred tax assets are recognized
in the balance sheet only to the portion of value that can probably be utilized in
the foreseeable future. The Group’s total tax loss amounts to SEK 165 million.

Parent Parent

Group Group company company

2016 2015 2016 2015

Taxloss carryforwards in 4 748 690 1718000 1,718,000 1,718,000
Sweden

Total 1,718,000 1,718,000 1,718,000 1,718,000

NOTE 15 OTHER RECEIVABLES

Grou Grou Parent Parent

Balance, December 31 2012 2012 company company
2016 2015

Recoverable VAT 478,980 452,248 478,980 449,482
Other 9,558 197 9,460 75

Total 488,538 452,445 488,440 449,557




NOTE 16 PREPAID EXPENSES AND

ACCRUED INCOME

Parent Parent

Group Group company company

2016 2015 2016 2015

Marketing 68,228 0 0 0

Trade shows/confer- 49,079 240,224 0 73,260

ences

License fee sales 175545 202,354 175,545 202,354
support system

Insurance 352,477 465,049 352,477 465,049

Rent 480,749 441,573 480,749 441,573

::Z‘;;ance reimburse- 3,457,000 3,500,000 3,457,000 3,500,000

Other items 186,913 232,920 193,008 240,836

Total 4769,091 5082120 4,658,869 4,923,072

NOTE 17 CASH AND CASH EQUIVALENTS

Cash and cash equivalents in the balance sheet and the statement of cash flows

include only bank deposits.

Group Group Parent Parent

Balance, December 31 2016 2015 company company
2016 2015

Bank deposits 4,281,297 2,052,460 2,052,733 1,193,850
Total 4,281,297 2,052,460 2,052,733 1,193,850

NOTE 18 SHARES

Holdings Par value Shares
As of December 31, 2015 0.25 36,862,775
Rights issue registered June 20, 2016 0.25 17,172,107
Rights issue registered June 28, 2016 0.25 1,259,280
As of December 31, 2016 0.25 55,294,162

NOTE 19 LIABILITIES TO CREDIT INSTITUTIONS

Liabilities to credit institutions relate in their entirety to the present value of

estimated future lease payments.

Parent Parent
Group 2016 Group 2015 company company
2016 2015
Noncurrent interest-bearing liabilities
Maturity between 1 and 0 134,776 0 0
5 years
Total 0 134,776 0 0
Current interest-bearing liabilities
Maturity within 1 year 134,776 45,506 0 0
Total 134,776 45,506 0 0



NOTE 20 - ACCRUED EXPENSES AND

DEFERRED INCOME

Royalties relate to acquisition of patent rights for [gGZERO (EndoS) and
GlycINATOR (EndoS49). The patent gives the inventors the right to royalties

on Genovis® patent-related sales during the term of the patent.

Parent Parent
Group Group company company
2016 2015 Do P
Accrued payroll related 1,890,451 2,027,288 1,890,451 2,027,288
expenses
Royalties 134,101 58,258 134,101 58,258
Legal expenses 51,475 1,392,000 51,475 1,392,000
Grants 0 206,743 0 206,743
Board fees 492,825 197,130 492,825 197,130
Other items 1,683,350 718,279 1,194,914 123,306
Total 4,252,202 4,599,698 3,763,766 4,004,725
NOTE 21 ITEMS NOT AFFECTING CASH FLOW
Parent Parent
Group Group company company
2016 2015 Do P
Ejr?rec'am”/ Amortiza- 1,293,933 1,318,831 1,224,805 1,145,384
Exchange rate difference 12,778 (23,302) 0 0
Impairment losses 0 3,730,427 0 3,730,427
Total 1,306,711 5,025,956 1,224.805 4,875,811
NOTE 22 CHANGE IN WORKING CAPITAL
Parent Parent
Group Group company company
2016 2015 o P
Inventories (542,927) (95,015) (542,927) (117,124)
Accounts receivable and ;54 954y (4056313)  (3,243,100)  (2,906,415)
other receivables
Accounts payable and 84,741 3,066,167 425509 2,746,255
other payables
Total (2,480,140) (1,285,161)  (3,360,518) (277,284)




NOTE 23 FAIR VALUE OF FINANCIAL
INSTRUMENTS IN THE GROUP

The Group does not hold any derivatives at this time. The Group's financial
instruments consist primarily of accounts receivable, cash and cash equivalents,
and accounts payable and are recognized in accordance with the trade date
principle. Accounts receivable are amounts due from customers for goods sold
or services rendered in the ordinary course of business. They are included in
current assets, except for items with maturities greater than 12 months after
the reporting date, which are classified as non-current assets. Accounts receiv-
able are recognized initially at fair value and in subsequent periods measured at
amortized cost. The expected maturity of accounts receivable is short, so they
are recognized at their non-discounted nominal value. Impairments, if any, on
accounts receivable are reported under operating expenses.

Operating liabilities are recognized at cost. Accounts payable are reported
at the amount the company plans to pay to the supplier in order to settle
the debt. Accounts payable are recognized initially at fair value and subse-
quently measured at amortized cost using the effective interest method.

Carrying amount Fair value
Financial assets
Accounts receivable 4,568,804 4,568,804
Other receivables 5,258,529 5,258,529
Cash and bank balances 4,281,297 4,281,297
Financial liabilities
Noncurrent liabilities to credit institutions 0 0
Accounts payable 1,551,736 1,551,736
Other liabilities 4,754,618 4,754,618

Accounts receivable are entered at the amounts by which they are expected to be
paid, after individual assessment, less doubtful receivables that have been indi-
vidually assessed. As of December 31, 2016, accounts receivable of SEK 3,084k
were past due, of which SEK 55.9k were reserved as doubtful receivables. No
additional need for impairment was considered to be present since the overdue
receivables relate to a number of customers who have not previously had any dif-
ficulties paying. Aging of these accounts receivable is presented below.

2016
Less than 3 months 1,382,527
3 to 6 months 1,701,845
Total overdue 3,084,372

NOTE 24 POST-BALANCE SHEET EVENTS

Genovis launched a new product, GlyCLICK™.

In accordance with the authorization granted by the Annual General Meeting
on May 12, 2016, the Board of Directors of Genovis resolved to carry out a
directed share issue of 5,000,000 shares to a small group of qualified investors.
The subscription price was SEK 2.30 and the Company raised SEK 11.5 mil-
lion. After the issue has been registered at the Swedish Companies Registration
Office, there will be 60,294,162 shares in the company and the share capital
will be SEK 15,073,540.50.



NOTE 25 RISK FACTORS

A number of factors beyond the control of the Company may affect its profits
and financial position, together with several factors whose effects can be influ-
enced by the actions of the Company. The risk factors listed below do not claim
to be complete, nor are the risks ranked in order of significance.

OPERATING RISKS

Technology-related risks

The technology is under constant development, which means a risk is present
that the technology or various applications of the technology may not work as
expected. Furthermore, there is a risk that development could take significantly
longer than expected and would therefore generate development expenditure at
an accelerating pace. Corporate management’s strategy has therefore been to di-
vide development into smaller stages and milestones and evaluate the outcome

of each step before proceeding to the next one.

Market

Genovis, which is in an early phase for sales, is active in a market with a con-
stant flow of new products. A failed or misdirected market launch could entail
the loss of anticipated revenues and the company would not achieve its financial
goals. Working closely with customers and together with strategic partners and
distributors minimizes the risk of a major setback in a market launch.

Competition
Genovis’ current competitors are significantly larger, have longer operating
histories and are financially stronger than Genovis.

Production-related risk

For some products, Genovis may become dependent on external production
capacity, which could affect the timing of the market launch of these products.
Genovis strives to reduce risks associated with production by contracting with

producers who have experience with production in similar activities.

Key personnel

Genovis’ operation depends on a few key individuals. The Company’s future
development largely depends on the ability to attract and retain skilled person-
nel. The departure of any of these key personnel from Genovis, at least in the
short term, would have a negative impact on the Company's ability to reach its
planned development targets.

Patents and intellectual property

It is important for the company to protect its technology through patents and
other intellectual property rights and thus retain its technological lead. The
company has a patent strategy aimed at protecting the most important parts
of the technology. However, it cannot be guaranteed that Genovis will be able
to protect the patents and pending patent applications that have been granted.
There is also a risk that new technologies will be developed that will circum-
vent or replace the company’s patents. The company believes today that its own
technology does not infringe upon the intellectual property rights of other
companies. Nevertheless, there are no guarantees that the patents granted to
the company will not be considered an infringement of another party’s patents
or other intellectual property.




Distributors and dealers

Genovis is dependent to some extent on distributors who market the Com-
pany’s products in their respective markets. To avoid the negative consequences
associated with unsuccessful marketing by these distributors, Genovis avoids
signing agreements for exclusive sales as far as is possible, which always allows
the opportunity to increase its presence when required.

FINANCIAL RISKS

Forecast uncertainty

Genovis is active in a relatively new market, which makes it difficult to predict
future growth of the Company's business. Deviations from forecast customer
orders and cash flow forecasts could negatively affect the Group’s earnings,
liquidity, and continued operations.

Currency risk
‘The majority of the Group's expenses are denominated in SEK. Group revenue,
however, is largely dependent on other currencies, primarily USD.

Credit risk

Credit risk entails exposure to losses if a counterparty to a financial instrument
cannot meet its commitments. The Company is of the opinion that there is no
significant credit risk in relation to any particular client or counterparty.

Interest risk
Interest risk refers to the Group's exposure to a change in interest rates. The
Company believes that the current situation is not affected by any material

interest rate risk.

Liquidity risk

Liquidity risk consists of the risk that the Group cannot obtain funds to meet
its obligations. Consolidated cash and cash equivalents including short-term
investments at the end of the twelve-month period amounted to SEK 4,281k
(2,052k). The Board believes

that the Group’s current liquidity, taking into account the rights issue of April
9, 2017 and expected revenues, is sufficient to run the Company over

the next twelve months.

Cash flow risk

Company management is aware of the importance of minimizing tied up
capital, including in inventory and accounts receivable. In the run-up to the
anticipated increase in activity in 2017, the Company will focus on maintaining
a desirable low level of tied up capital.

NOTE 26 APPROPRIATION OF PROFITS

The Board of Directors and CEO propose

that unrestricted equity be treated as SEK
follows:

Accumulated loss, SEK (132,584,771)
Profit/loss for the year, SEK (15,309,352)
Share premium reserve 149,247,252

Comprehensive income 1,353,129



The Board of Directors and the Chief Executive Officer
ensure that the consolidated accounts have been prepared
in accordance with the International Financial Reporting
Standards (IFRSs) as adopted by the EU and give a true
and fair view of the Group’s financial position and results
of operations. The financial statements of the Parent
Company have been prepared in accordance with gener-
ally accepted accounting principles in Sweden and give

a true and fair view of the Parent Company's financial
position and results of operations. The Administration
Report of the Group and the parent company provides

a fair overview of the development of the Group's and
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operations and describes material risks and uncertainties
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in the Group.

The annual accounts and consolidated accounts have
been approved for the Board to issue on April 19, 2017.
‘The consolidated income statement and balance sheet
and the parent company’s income statement and
balance sheet will be presented for adoption at the
Annual General Meeting to be held on May 11, 2017.
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Auditors' report

To the Annual Meeting of Shareholders of Genovis AB, company reg. no. 556574-

5345

Report on the annual accounts
and consolidated accounts

Opinions

We have audited the annual accounts and consolidated accounts
of Genovis Aktiebolag for 2016. The annual accounts and con-
solidated accounts of the Company are included on pages 20-55
of this document.

In our opinion, the annual accounts have been prepared

in accordance with the Annual Accounts Act and present

fairly, in all material respects, the financial position of the
parent company as of December 31, 2016 and of its financial
performance and its cash flow for the year then ended in
accordance with the Annual Accounts Act. The consolidated
accounts have been prepared in accordance with the Annual
Accounts Act and present fairly, in all material respects, the
financial position of the Group as of December 31, 2016

and of their financial performance and cash flow for the

year then ended in accordance with International Financial
Reporting Standards, as adopted by the EU, and the An-

nual Accounts Act. The statutory administration report is
consistent with the other parts of the annual accounts and

consolidated accounts.

We therefore recommend that the annual meeting of share-
holders adopt the income statement and balance sheet for

the parent company and the Group.

Basis for opinions

We conducted our audit in accordance with International
Standards on Auditing (ISA) and generally accepted auditing
standards in Sweden. Our responsibilities under those stan-
dards are further described in the Auditor’s Responsibilities
section. We are independent of the parent company and the
Group in accordance with professional ethics for accountants
in Sweden and have otherwise fulfilled our ethical respon-
sibilities in accordance with these requirements. We believe
that the audit evidence we have obtained is sufficient and

appropriate to provide a basis for our opinions.

Disclosure of particular importance

Without prejudice to our statement, we want to draw atten-
tion to the annual report which shows that the liquidity of
the Company is not deemed to be sufficient for operations
in 2017. Consequently, the Board of Directors has resolved,
in accordance with the authorization granted by the Annual
General Meeting on May 12, 2016, to conduct a directed
share issue that will provide the company with sufficient
cash and cash equivalents to survive for the next 12-month

period.

Information other than the annual accounts

and consolidated accounts

This document also contains other information than the an-
nual accounts and the consolidated financial accounts and can
be found on pages 1-15. The Board of Directors and the Chief

Executive Officer are responsible for this other information.

Our opinion regarding the annual accounts and consolidated
accounts does not cover this information, and we make no

statement of assurance regarding this other information.

In connection with our audit of the annual accounts and
consolidated accounts, it is our responsibility to read the
information identified above and consider whether the
information is materially inconsistent with the annual
accounts and consolidated accounts. In this procedure,
we also take into account our knowledge otherwise
obtained in the audit and assess whether the information

otherwise appears to be materially misstated.

If we, based on the work performed on this information,
conclude that there is a material misstatement of this
other information, we are required to report that fact.

We have nothing to report in this regard.

Responsibilities of the Board of Directors and the Chief
Executive Officer

The Board of Directors and the Chief Executive Officer are
responsible for the preparation and fair presentation of these
annual accounts in accordance with the Annual Accounts
Act and of the consolidated accounts in accordance with In-
ternational Financial Reporting Standards, as adopted by the
EU, and the Annual Accounts Act. The Board of Directors
and the Chief Executive Officer are also responsible for such
internal control as they determine is necessary to enable the
preparation of annual accounts and consolidated accounts
that are free from material misstatement, whether due to

fraud or error.

In preparing the annual accounts and consolidated ac-
counts, the Board of Directors and the Chief Executive
Officer are responsible for the assessment of the ability

of the Company and the Group to continue as a going
concern. They disclose, as applicable, matters related to
the ability to continue as a going concern and using the
going concern basis of accounting. The going concern
basis of accounting is, however, not applied if the Board
of Directors and the Chief Executive Officer intend to lig-
uidate the company, cease operations or have no realistic

alternative but to do so.



Auditor’s responsibility

Our objectives are to obtain reasonable assurance about
whether the annual accounts and consolidated accounts as

a whole are free from material misstatement, whether due to
fraud or error, and to submit an auditor’s report that includes
our opinions. Reasonable assurance is a high level of assur-
ance, but is not a guarantee that an audit conducted in accor-
dance with ISAs and generally accepted auditing standards
in Sweden will always detect a material misstatement when

it exists. Misstatements can arise from fraud or error, and are
considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic deci-
sions of users taken on the basis of these annual accounts and

consolidated accounts.

As part of an audit in accordance with ISAs, we exercise
professional judgment and maintain professional skepti-

cism throughout the audit. We also:

e Identify and assess the risks of material misstatement
of the annual accounts and consolidated accounts,
whether due to fraud or error, design and perform
audit procedures responsive to those risks and obtain
audit evidence that is sufficient and appropriate
to provide a basis for our opinions. The risk of not
detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as
fraud may involve collusion, forgery, intentional omis-
sions, misrepresentations, or the override of internal

control.

e Obtain an understanding of the company’s internal
control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on

the effectiveness of the company’s internal control.

e Evaluate the appropriateness of accounting policies
used and the reasonableness of accounting esti-
mates and related disclosures made by the Board of
Directors and, where applicable, the Chief Executive
Officer.

e Conclude on the appropriateness of the Board of
Directors’ and the Chief Executive Officer’s use of
the going concern basis of accounting in preparing
the annual accounts and consolidated accounts. We
also draw a conclusion, based on the audit evidence
obtained, as to whether any material uncertainty ex-
ists related to events or conditions that may cast sig-
nificant doubt on the company’s ability to continue

as a going concern. If we conclude that a material

uncertainty exists, the latter is required to draw atten-
tion in the auditor’s report to the related disclosures
in the annual accounts and consolidated accounts

or, if such disclosures are inadequate, to modify the
opinion about the annual accounts and consolidated
accounts. Our conclusions are based on the audit evi-
dence obtained up to the date of the auditor’s report.
However, future events or conditions may cause a

company to cease to continue as a going concern.

e Evaluate the overall presentation, structure and
content of the annual accounts and consolidated
accounts, including the disclosures, and whether the
annual accounts and consolidated accounts represent
the underlying transactions and events in a manner

that achieves fair presentation.

e Obtain sufficient and appropriate audit evidence
regarding the financial information of the entities
or business activities within the group to express an
opinion on the consolidated accounts. We are respon-
sible for the direction, supervision and performance
of the group audit. We remain solely responsible for

our opinions.

We must inform the Board of Directors of, among other
matters, the planned scope and timing of the audit. We
must also inform the Board of Directors of significant
audit findings during the audit, including any significant

deficiencies in internal control that the auditor identified.
Report on other legal and regulatory requirements

Opinions

In addition to our audit of the annual accounts and consoli-
dated accounts, we have also audited the administration of
the Board of Directors and the Chief Executive Officer of
Genovis Aktiebolag for 2016 and the proposed appropria-

tions of the Company’s profit or loss.

We recommend to the annual meeting of sharcholders
that the profit be appropriated in accordance with the
proposal in the statutory administration report and that
the members of the Board of Directors and the Chief
Executive Officer be discharged from liability for the

financial year.

Basis for opinions
We conducted the audit in accordance with generally ac-
cepted auditing standards in Sweden. Our responsibilities

under those standards are further described in the Auditor’s




Responsibilities section. We are independent of the parent
company and the Group in accordance with professional eth-
ics for accountants in Sweden and have otherwise fulfilled our

ethical responsibilities in accordance with these requirements.

We believe that the audit evidence we have obtained is suf-

ficient and appropriate to provide a basis for our opinions.

Responsibilities of the Board of Directors and the Chief
Executive Officer

The Board of Directors is responsible for the proposal for ap-
propriations of the company’s profit or loss. At the proposal
of a dividend, this includes an assessment of whether the
dividend is justifiable considering the requirements which
the company's and the Group’s type of operations, size

and risks place on the size of the parent company's and the
Group’s equity, consolidation requirements, liquidity and

position in general.

The Board of Directors is responsible for the company’s

organization and the administration of the company’s affairs.

This includes, among other things, continuous assessment
of the Company’s and the Group’s financial situation and
ensuring that the company's organization is designed so that
the accounting, management of assets and the company’s
financial affairs otherwise are controlled in a reassuring
manner. The Chief Executive Officer shall manage the
ongoing administration according to the Board of Directors’
guidelines and instructions and among other matters take
measures that are necessary to fulfill the company’s account-
ing in accordance with law and handle the management of

assets in a reassuring manner.

Auditor’s responsibility

Our objective concerning the audit of the administration,
and thereby our opinion about discharge from liability, is to
obtain audit evidence to assess with a reasonable degree of
assurance whether any member of the Board of Directors or

the Chief Executive Officer in any material respect:
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e has undertaken any action or been guilty of any omission

which can give rise to liability to the company, or

* in any other way has acted in contravention of the Com-
panies Act, the Annual Accounts Act or the Articles of

Association.

Our objective concerning the audit of the proposed ap-
propriations of the company’s profit or loss, and thereby
our opinion about this, is to assess with reasonable degree
of assurance whether the proposal is in accordance with the

Companies Act.

Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with gener-
ally accepted auditing standards in Sweden will always detect
actions or omissions that can give rise to liability to the com-
pany, or that the proposed appropriations of the company’s

profit or loss are not in accordance with the Companies Act.

As part of an audit in accordance with generally accepted
auditing standards in Sweden, we exercise professional judg-
ment and maintain professional skepticism throughout the
audit. The examination of the administration and the pro-
posed appropriations of the company’s profit or loss is based
primarily on the audit of the accounts. Additional audit
procedures performed are based on our professional judg-
ment with starting point in risk and materiality. This means
that we focus the examination on such actions, areas and
relationships that are material for the operations and where
deviations and violations would have particular importance
for the company’s situation. We examine and test decisions
undertaken, support for decisions, actions taken and other
circumstances that are relevant to our opinion concerning
discharge from liability. As a basis for our opinion on the
Board of Directors’ proposed appropriations of the com-
pany’s profit or loss we examined whether the proposal is in

accordance with the Companies Act.
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