


Glossary

Biotechnology In vitro
Interdisciplinary science combining medicine, technology, Latin = within glass
and biology, thereby transforming biological findings into Describes a processin a test tube in a laboratory environment.
technological applications. Biotechnology is usually divided
into five areas: green (agriculture), red (drug development), Imaging
blue (aquatic organisms), white (industry), and grey (waste Pertains to visualization and making something visible.
management). Also included is food science, especially
functional foods, and bioinformatics for biotechnology. Imaging techniques in medicine
Closely related areas include biomaterials, medical devices,
and gene technology. X-ray To make something visible using electromagnetic
waves that have wavelengths shorter than visible light.
Nanotechnology CT Computed Tomography —Three-dimensional x-ray.
Pertains to a technology that can be measured in nanometers- MRI Magnetic Resonance Imaging — Digital imaging
Nanotechnology is used in electronics and materials diagnostics using computerized magnetic technology.
technology, as well as in chemical and biological applications. PET Position Emission Tomography — measures the
distribution of a radioactive substance in an organ.
Nano SPECT Measures and provides three-dimensional analyses of
Nano- is a prefix 10?, or one billionth; for example, as used the distribution of a radioactive substance in an organ.
in nanometer (nm). Optikal Imaging technique using light from fluorescent
substances to visualize tissues and organs.
Proteins Upconverting Used as contrast agents for optical imaging.

Proteins are the principal components of all living things. Ultrasound Use of sound of wavelengths less than 17
=T ) millimeters for imaging purposes.

Preclinical research

Preclinical studies refer to the pharmaceutical research that
takes place before a medication has adequate documentation
to begin human trials.
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Genovis in brief

GENOVIS IN BRIE-

Genovis’ business concept is to develop, produce and market innovative technologies
that facilitate and enable development of new treatment methods and diagnostics for
customers in the medical device and pharmaceutical industries.

The Group consists of Genovis AB and the fully owned subsidiary Eijdo Research AB. Genovis develops and sells
innovative technologies from two unique product portfolios. The first involves nanotechnology in new contrast agents
and the second consists of unique enzymes (protein engineering portfolio) that facilitate development and quality
control of drugs.

Research and development have largely dominated the company’s business activities. Over the past two years commer-
cialization of products from the protein engineering portfolio has begun and today, sales and customer-based develop-
ment projects account for an increasingly important part of the business. Customers who work with development of
biologics, new diagnostic methods and basic research have discovered that Genovis products facilitate the development
process and contribute to improved production and quality control of, for example, antibody-based drugs. Customers
today are in pharmaceutical and biotech companies, as well as academic groups.

Genovis also conducts several research and development projects focused on design, production and characterization of
nanostructures as contrast agents in medical imaging. The target audience is customers with an interest in drug
development and medical devices both in the life Science industry and in academic research.

The projects are mainly in-house, but are also run with external funding and through collaborations with research
groups, including at Lund University. In 2012 the company plans to launch product concepts that are developed
specifically for preclinical medical imaging. Subsidiary operations in 2011 solely involved assisting the parent in
product development of nanostructures as contrast agents in these projects.

* Preclinical studies refer to the pharmaceutical research that takes place before a medication has adequate documentation to begin human trials.

Marketplace

Genovis shares have been listed since 2006 and are traded on NASDAQ OMX First North under the ticker
symbol GENO.

Five-year summary, SEKk

2011 2010 2009 2008 2007
Net sales 2,856 1,596 986 380 256
Other operating income 741 2,368 192 81 76
Operating expenses (17,343) (15,197) (13,731) (25,881) (12,387)
Operating loss (13,745) (11,234) (12,553) (25,420) (12,056)
Net loss for the year (13,608) (11,292) (17,558) (27,149) (8,578)
Equity 18,010 15,232 10,858 6,677 19,399
Total assets 21,441 17,818 14,760 15,019 22,464
Solidity 84% 85% 74% 44% 87%
Number of employees at the end of the period 12 10 10 12 12
Earnings per share (0.24) (0.33) (1.17) (2.65) (0.99)

Equity per share 0.26 0.37 0.72 0.61 223
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Year at a glance

YEAR A A GLANCE

Revenue rose during all four quarters compared with the same period the previous year, demonstrating an
increase, on a rolling twelve month basis, of between 80 percent and 100 percent over the year compared
with 2010. Major pharmaceutical companies and several of the leading biotechnology companies that
develop drugs based on antibody molecules became Genovis customers during the year. Several of these
companies have published scientific papers demonstrating the benefits of Genovis products.

Product launch

In April, Genovis launched the Fragl T™ Kit, a scalable and eflicient technology for producing antibody
fragments with extremely high yield and short process time. The product is a further development of Genovis’
unique technology and targets customers in pharmaceutical, biotech and diagnostics companies that develop
antibody-based drugs and analyses.

License

In February, Genovis acquired an exclusive license for a new technology that uses so-called upconverting
nanoparticles as contrast agents in optical biomedical imaging. Genovis acquired the license from Lumito, a
LUAB company, including an option to acquire the technology in its entirety.

Rights issue

During the spring Genovis completed a rights issue that was subscribed at over 90 percent and raised about
SEK 18m before issue expenses.
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CEO COVIVENT S

Many great things hap-
pened at Genovis in 2011,
but what stands out most
are the growing demand for
our products from the pro-
tein engineering portfolio
and the fact that we are see-
ing more new customers
and an increase in con-
sumption by our key cus-
tomers. The positive trend
has been clear over the past
two years. | see it as an ac-
knowledgement that our

strategy of marketing prod-

ucts from our protein engi-
neering portfolio to a select group of customers is now
starting to deliver. We have experienced seasonal variations,
with higher sales during the second half of the year. Since
Genovis’ commercial development is still in its early stages,
it can be difficult to draw any conclusions from this; the
variations over the year may simply be due to the timing of
our new product launches and marketing activities. The
reason that our financial result for the twelve-month period
was about SEK 2 million less than 2010 is partly due to our
expanded work force and partly because the majority of the
research support from the EU’s seventh framework pro-
gramme, LUPAS, was disbursed in 2010, and research sup-
port from LMK to Sentinel Node was paid in 2010. The
item Other revenue, which mainly consists of research sup-
port, totaled SEK 2.4 million in 2010 and SEK 0.7 million
in 2011. If we only look at revenue, expressed as net sales in
relation to operating expenses before depreciation, the re-
sult and margin improved steadily compared with 2010
and 2009.

Revenue is primarily generated from the sale of products
from the protein engineering portfolio. We launched new
products in 2011 and focused our marketing activities on
customers in the pharmaceutical industry. These customers
have developed new methods and results that they are now
publishing in scientific articles, which increase awareness
about the products within the sector. We see a clear effect of
this through an increased demand for our products. During
the year we strengthened the protein engineering portfolio
by developing new product formats that will be launched in



2012. We also expanded the patent portfolio with a new
application for a protein that could potentially further
strengthen the product group. Our goal is to continue to
increase sales of products from the protein engineering
portfolio at the same pace over the upcoming year. To
achieve this goal we have invested in production processes
for a partially external production and also strengthened
our team in production/quality control and sales. Overall,
the costs under the heading raw materials and consumables
in the income statement increased during the year, due to
increased royalty expenses, which of course rise as sales in-
crease. If we look at the other costs under this heading, they
have not increased despite a sharp increase in production
volumes, suggesting that we streamlined the organization
and reduced production costs per produced unit of volume.
In 2012 we will focus on our distribution channels and
marketing strategy to ensure that we reach a larger part of
our target group and more key customers from a global per-
spective, as cost-effectively as possible.

The goal in 2011 for the product group nanoparticles as
contrast agents was to formulate product concepts that can
be launched directly on the preclinical market, which does
not require regulatory approval. We had further decided to
invest development resources in the LUPAS and Sentinel
Node projects, which are both financed in part with exter-
nal research funding. During the year we showed that we
can offer nanostructures that provide contrast in preclinical
imaging with technologies such as optical imaging, mag-
netic resonance imaging, SPECT or PET as well as ultra-
sound, with one and the same nanostructure. Moreover, we
demonstrated that we can mark stem cells and follow them
after transplantation. We also showed that the particles
have low toxicity and that they do not affect stem cell devel-
opment. In the Upconversion project, which was initiated
in conjunction with our purchase of the license rights for
the technology in early 2011, we proved that Genovis’ sur-
face coating of upconverting crystals provides stable nano-
structures and confirmed that these nanostructures work as
contrast agents in optical imaging. In spring 2012 the proj-
ect will proceed to a preparatory commercialization phase
when we will verify the product concept internally and ref-
erence customers will test and evaluate the technology.

The Sentinel Node project has generated many excellent
results and just recently the first years' efforts culminated

with an article in the Journal of Nuclear Medicine, which
was recently published. Genovis designs various particles
that are used as multimodal contrast agents to detect nodes
using various imaging methods. Genovis is collaborating on
this project with several groups at Lund University with the
different imaging techniques. Developments in the Sentinel
Node project are resulting in new data that also provide
support and new ideas for Genovis’ product development.
LUPAS now has about one year left and the project is now
completely focused on nanoparticles as contrast agents to
examine the plaque that arises in the brain as a result of
Alzheimer’s disease.

In 2011 we chose to primarily dedicate our sales resources
to the protein engineering portfolio and therefore have not
yet marketed or launched nanostructures in the same way.
A few customers have purchased particles for marking of
stem cells and T-cells and published the results in scientific
journals. We have also received inquiries about custom-
made nanostructures. Our nanoportfolio has strengthened
because we focused on reference projects and developed the
actual product format at the same time that the first cus-
tomers, our early adopters, presented their results. Based on
this combination, our focus on commercialization and
business development in 2012 will be clearly customer-
driven. The strategy for commercialization of nanostruc-
tures is primarily to seek agreements with partners in in-
strumentation and/or contrast agents in preclinical imaging.
Via the right partner we can carry out a common launch of
the products and in such a way reach distribution channels
to customers faster than through direct sales.

Looking back at 2011, I can summarize the year with the
pleasure of seeing our products receive recognition, which
in turn makes me curious about what lies ahead in 2012. 1
would like to warmly thank our various partners for their
cooperation during the year. Succeeding with interdisci-
plinary cooperation while implementing product launches
and promoting business development requires a great team.
Hard work and creativity have flowed during the year and I
am pleased and proud to be able to work with Genovis’
talented personnel who make it all possible!

Lund March
Sarah Fredriksson, CEO



Goal and strategy

GOAL AND STRATEGY

Vision

Can brand new drugs be developed to treat diseases that we currently consider to be incurable? Can improved diagnos-
tics and more individualized treatment increase the chances for a healthier life? Can development time be reduced and
safety increased in the process for developing new drugs or diagnostics? Can these objectives be accomplished sustain-

ably and economically, so that anyone who needs these drugs will have access to them?

Of course we hope that the answer to all of these questions is yes. Genovis works under this vision, not to solve all these
challenges alone, but to develop innovative technologies that can become one of the thousands of pieces of the puzzle
needed before the vision can become more than just a vision.




Goal and strategy

Business concept

Genovis’ business concept is to develop, produce and market innovative technologies that facilitate and enable develop-
ment of new treatment methods and diagnostics for customers in the medical device and pharmaceutical industries.

Today Genovis is working with products from two innovative product portfolios: the protein engineering portfolio and the
nano portfolio. The company has developed product concepts and production methods based partly on internal inventions
and partly on licenses to patented technology. The nano portfolio is under development, entering into an early commercial
stage, and is not yet generating any revenue, while products from the protein engineering portfolio have been launched as a
tool for development and quality control of antibody-based drugs. The products launched from the protein engineering
portfolio comprise various reagents packaged as laboratory equipment coupled with knowledge about how to use the
products. They are packaged in different formats to enable customers to easily use the product as a tool in their specific
applications. Today, customers are mainly pharmaceutical and biotech companies.

Goals and strategies

Overarching goals

* To create long-term value for Genovis’ shareholders through results that generate a dividend for
shareholders and that also generate funds for continued innovative development of the company.

* To become one of the world-leading players in the market for nanostructures as contrast agents
in biomedical imaging.

* To establish products from the protein engineering portfolio as the solution of choice in quality
control during production of antibody-based drugs.

Objectives for 2012

* To substantially increase sales of protein engineering portfolio products in the markets in Europe
and the United States, and to expand sales to other geographic markets.

* To launch nanostructures for preclinical imaging and establish sales via partners.

* To demonstrate proof-of-concept in the Sentinel Node R&D project.

Strategy

In order to achieve the established goals in both the long and short term, Genovis will work with focused direct sales
and customer support to key customers. To reach new customers and markets, sales will also be available through
distributors or through co-marketing agreements with partners in different geographic markets.

Genovis will always be able to deliver high quality by building up cost-effective, reliable and sustainable production.
New product concepts will be generated through effective and creative product development with a focus on products
that enhance the customer’s business model.

By working close to the frontlines of research and by actively seecking new techniques through the acquisition of
intellectual property or other innovative companies, Genovis will also over the long term be able to offer its customers
innovations within both product groups.

To successfully establish Genovis products on the market and to achieve the set objectives, it is important Genovis to
attract skilled employees. Genovis will be an attractive workplace by being an innovative company that takes advantage
of staff expertise and offers all employees the opportunity to influence their work situation and professional develop-
ment.



Sales and focus on customer support

SALES AND FOCUS ON CUSTOMER SUPPORT

In 2011, sales of products from the protein engineering portfolio increased by 160 percent, mainly because Genovis
dedicated more resources to working with customers and launched products that meet the customer needs and demand.

Genovis’ sales are carried out both directly to end customers and in cooperation with distributors, who in turn market
the products to customers on different regional markets. Distributors are currently represented in the US, Europe and
Asia. The largest market for Genovis' products is the US, which accounts for about 60 percent of sales.
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Sales (SEK) of protein engineering portfolio products Sales (SEK) rolling 12 months

Revenue by geographic area, SEK thousand

2011 2010 2009
Europe 1,066 688 352
USA 1,716 714 582
Asia 75 194 53
Total 2,857 1,596 987

MARKET

Protein engineering portfolio — clear customer benefits drive market demand

The Life Science industry drives the market for these types of products in the quest to discover new biological drugs to
treat a variety of diseases. Common therapeutic areas are cancer, inflammatory and autoimmune diseases. Antibody-
based drugs, diagnosis methods, and research tools are established state-of-the-art technologies, and the market enjoys
stable development. Currently, more than 600 antibody-based drug candidates are in development and about 300 of
them are in clinical trials. The market for currently approved antibody-based drugs alone was estimated at USD 32
billion in 2008 and the number of products is expected to grow. In diagnostics, antibody-based reagents are crucial
because many biomarkers are detected using antibodies; antibodies also play a significant role as reagents in research.
The first patents on antibody-based drugs will expire in the coming years. The industry is preparing to make biogeneric
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drugs, also known as biosimilars or biobetters. The type of pharmaceutical company that focuses on biosimilars will
constitute an important sector for Genovis moving forward. Currently, Genovis’ primary customers are pharmaceutical
companies and biotech companies, as well as contract research companies and contract manufacturing companies.

Genovis’ customers are developing so-called monoclonal antibodies as drugs. During this process, the products need to
be characterized in many different ways and customers use Genovis products, FabRICATOR® and IgGZERO™, in
several processes:

* to characterize the drug candidates
* to develop production protocols

* to carry out quality control during production

Other products in the market, similar to Genovis’ product FabRICATOR®, are used to create fragments of antibodies in
what is traditionally referred to as antibody engineering. The competing products differ substantially from FabRICATOR®
and they do not have the performance necessary to be used in the three processes listed above. Genovis has shown that
FabRICATOR?® is excellent for these applications and has therefore opened up a brand new market. To estimate the value
of this newly discovered market potential at this early stage, Genovis has based its calculations on an estimate of the
number of potential customers and their annual consumption, taking trends in antibody-based drug development into
account. Based on conservative assumptions, such an estimate gives a market potential for FabRICATOR? in the range of
USD 10-20 million. It should be added that the market for products like FabRICATOR?® is growing as the market for use
of antibody-based drugs increases. There is also great potential for additional market segments if in the future such
products are also integrated as components in production processes.

For other products used for antibody engineering, in other applications than those on which Genovis focuses, the market
is estimated at about USD 10 million and FabRICATOR® can compete well there for about 30 percent of the market.

The IgGZERO™ products can be used for a specific analysis, glycan analysis, in the three processes listed above.
Competing products are available on the market in the form of the enzyme PNGASE, Endo H and Endo F, but
IgGZERO™ stands up very well in the competition and can be used with FabRICATOR?® to enable more analyses
to be carried out in less time, even in production control. There is a demand for more enzymes that can be used
specifically in glycan analysis and Genovis is actively working to develop more products that can meet this demand.

Marketing strategy

To achieve the protein engineering portfolio targets, Genovis will work according to the marketing strategy briefly

described below:

* Genovis will disseminate the brand for the Company and its products via distributors and resellers in the
countries where they exist, and otherwise using its own resources.

* Genovis will work with customers to implement the products in analysis procedures from screening,
via clinical trials to production control of the customer’s drug candidate throughout its life span.

*  Genovis will facilitate effective product launches by prioritizing continuing education for customers
and distributors.

* Genovis will publish results from in-house development work and from collaborations with reference customers,
on the Company website and if possible in scientific journals, web-based forums and newsletters.

* Genovis will present the company at conferences and meetings that are important within antibody engineering
from a scientific and commercial viewpoint.

t
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Market

Nano portfolio — growing market segment

The medical imaging market contains several segments. The segment of immediate priority for Genovis is the preclini-
cal market. Time-to-market for new drugs is long. Before a substance is approved for drug development, it must be
selected and lab tested to determine if it is a promising candidate. This long, expensive project normally requires about
USD 800 million and takes about 12 months to complete. The project’s processes must be as efficient as possible to be
able to stay within budget. At the same time, regulatory authorities are increasing requirements pertaining to demon-
strating the drug’s mode of action. One way to meet these new requirements while increasing efficiency is to improve
candidate evaluation methods.

The new imaging technologies have potential to:

* Increase efficiency in the early drug development phase by evaluating the drug candidate’s
efficacy and mode of action at an early stage.

* Improve interpretation of results from preclinical tests in animal models, which facilitates
preparations prior to clinical assessment in humans.

* Reduce the number of animals handled in preclinical research.

Is the preclinical market ready for new contrast agents?

To be successful with the launch of nanoparticles as contrast agents the customer must have access to imaging equip-
ment, whether it be an MRI, optical camera or other equipment. The infrastructure must therefore be in place inter-
nally at the customer or at a service company that can carry out the actual imaging study for the customer. A crucial
factor for successful commercialization for Genovis is that there must be a sufficiently large base of installed imaging
instruments on the market.

In 2002 the National Institutes of Health (NIH) in the United States published a strategic plan for operations in which
one of the key points was the need to track biological processes in live animals through molecular imaging. The Food
and Drug Administration (FDA) subsequently expressed increased interest in molecular and preclinical imaging in
“Critical Path to New Medical Products Initiative,” published in 2003. The driving forces in market grew and became
more pronounced, leading to increased demand, particularly for equipment, which spurred instrument manufacturers
to develop new imaging variants for animals based on the systems that already exist for humans. Today there is a
selection of commercial equipment for all imaging modalities designed specifically for imaging of animals. The optical
systems for imaging studies in animal models have a longer history in the market and are the most common today.
Ultrasound equipment is also available for preclinical studies. One clear trend is to further integrate instruments, e.g.
PET and MRI in a single instrument. A customer survey conducted by HT Stec (www.htssec.com) in 2010 - 2011, the
majority of respondents said that multimodality was desirable, either in a combined instrument or by carrying out a
series of studies with different instruments.

Frost & Sullivan estimated that the US market for preclinical imaging equipment was worth USD 271 million in 2009
and is expected to grow to about USD 670 million in 2016 (U.S. Preclinical Animal Imaging Systems Market, Nov
2010). The US market comprises about 50 percent of the global market. The equipment is relatively expensive (SEK 1

— 15 million per instrument). Optical equipment is least expensive, and MRI the most expensive. MRI, PET/SPECT,
and optical imaging each account for more than 20 percent of the market, while primarily CT and ultrasound account
for the rest of the market The market for contrast agents intended for preclinical systems is estimated at about USD 120
million and is currently dominated by contrast agents for optical imaging, followed by contrast agents for PET/SPECT,
MRI, and ultrasound. With new nanostructures as contrast agents, completely new applications will also become
possible, which will also drive growth. Forecasts for the next five to ten years show strong growth of about 15 percent
annually.

In summary, Genovis believes there are now plenty of arguments and that the timing is right to launch nanostructures
in the form of contrast agents on the preclinical market.
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Market

Market for clinical applications

New imaging techniques will also be used in clinical practice to a larger extent. The market for clinical contrast agents
is already a multi-billion market. Genovis has no intention of aiming for the clinical market at this time, except for the
early phase Sentinel Node research project (see the Research and Development section). The purpose of the Sentinel
Node project is to facilitate surgery and diagnostics in breast cancer and malignant melanoma. According to the
American Cancer Society, about 1.3 million women worldwide are diagnosed with breast cancer annually. Malignant
melanoma is one of the fastest growing cancers and according to the Swedish Cancer Society it afflicts over 2,500
people annually in Sweden alone. Curing such cancers often requires surgery and analysis of the tumor and its possible
spread as part of the treatment. In these steps, contrast agents in the form of multimodal nanoparticles have the
potential to make a great difference.

Marketing strategy

Genovis has chosen to focus on two strategically different types of nanoparticles: magnetic particles for multimodal
imaging and nanoparticles based on a new type of contrast for optical imaging called upconverting technology.
Customers can be found in universities and research institutes, major pharmaceutical and biotechnology companies,
and companies that provide research services. Genovis will launch products consisting of nanoparticles intended for the
application in question, dosing recommendations and image interpretation support. This product strategy is intended to
assist the customer, as well as in marketing campaigns targeting various customer groups.

Genovis’” market strategy for magnetic multimodal particles is to directly target those customers who now use this new
technology for preclinical applications. Initially the products will be presented at conferences, through direct customer
visits, and by marketing Genovis products in scientific forums and articles, via the internet and news media. In the
longer term, the goal is to build distribution channels via the most active instrument manufacturers in the field.
Manufacturers of MRI instruments for the preclinical market have in recent times begun to launch integrated instru-
ments in which MRI and PET are combined in a single instrument. Completely new instruments are also being
developed for the preclinical market. For example, in September 2009 Bruker BioSpin and Philips announced in a joint
press release that they would design and produce a new instrument for “Magnetic Particle Imaging” (MPI). The launch
is expected sometime in 2011. In autumn 2010, Bruker BioSpin and Aspect announced the results of a collaboration
with a new product that is a smaller, less expensive and simpler MRI instrument intended for preclinical studies.

The equipment needed for optical imaging in the preclinical setting is marketed by 15 different companies, some of the
largest of which are Caliper, VisEn and GE Healthcare. The newest instruments combine CT in the optical instru-
ments. Approximately 3,000 instruments are installed, with about 800 added annually. Genovis primarily focuses on
the customer group that uses this type of instrument. These customers can be found in universities, large biotech and
pharmaceutical companies, as well as service companies that carry out preclinical research. To reach these customers,
Genovis uses the same strategy as for multimodal particles, though the primary goal here is to establish an alliance as
soon as possible with one of the major instrument manufacturers in order for the technology to reach the market faster.
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The genovis offer

THE GENOVIS OFFER

Nanoparticles and services for biomedical imaging

Genovis has developed a series of nanostructures for use as contrast agents in medical imaging. The products are used
today in the various research and development projects that the company conducts in-house and in collaboration with
other actors. Some sales to early reference customers have begun, with a focus on the preclinical market. Customers and
partners can choose from nanoparticles from a small standard range, or custom-made products or services that may
include the entire chain from nanostructure design to preclinical study. The product group was further developed in
2011 and was supplemented by new technology (upconverting technology) that provides the ability to make nano-
particles with good contrast for optical imaging/image. Over the past months the first scientific papers describing the
use of Genovis’ nanostructures have been published. These articles describe results from imaging studies carried out by
the Company’s early customers and results from the Sentinel Node project collaboration, which Genovis is participating
in together with the Department of Medical Radiation Physics at Lund University.

Magnetic particles for multimodal imaging
Competition

Genovis competes with companies that, like Genovis, produce magnetic nanoparticles for various applications in
biomedicine. When it comes to imaging applications, several established companies (e.g., GE Healthcare, Bracco, and
Bayer Schering Pharma) currently work with traditional contrast agents and lead development of new contrast agents in
which nanostructures for clinical applications might be part of the solution. Several smaller companies under develop-
ment (e.g., Miltenyi, Chemicell, AMAG, and Ocean Nanotech) are active on the preclinical and clinical markets. A
clear division can be seen between companies that previously worked with conventional contrast agents and those that
for the past few years have produced magnetic particles of various sizes, which now want to enter the preclinical
imaging market. Genovis will initially compete with this type of company for market share for individual applications.

Genovis’ strategic competitive advantages are:

* Genovis has a stable production platform that provides particles with high contrast in MRI.

* Genovis can offer the customer multimodality through markers for PET/SPECT,
optical imaging, and ultrasound.

* By combining the protein engineering portfolio with the nanostructures, Genovis can offer a general
technique to create targeted nanoparticles with a robust production protocol and high yield. With this
approach the customer can use an array of different biomarkers combined with Genovis” products.

15



The genovis offer

Nanoparticles with upconverting technology

Optical imaging is a technique that makes it possible to visualize progress in tissue right down to the molecular level.
The dominant methods in the field are SPECT and PET which use radionuclides as markers. In the past, optical
technology has demonstrated lower resolution and less sensitivity in deep tissue than PET and SPECT, but the upcon-
verting technology substantially improves both properties. Since optical imaging is simpler and less expensive, and does
not rely on radionuclides, the current trend is already toward a sharp increase in optical methods. Moreover, the
upconverting nanoparticles are not at all as toxic as other optical contrast agents (e.g., quantum dots). With the
improved performance provided by upconverting technology, optical imaging will win new market share. The technol-
ogy is relatively new compared with PET, but in recent years a clear trend can be seen in the scientific literature
pertaining to the use of the technology in imaging studies.

Competition

Companies that market nanoparticles or reagents for optical imaging include Life Technologies, Nanoco Technologies,
and Ocean Nanotech. These companies offer several optical markers that are used in multiple applications such as
microscopy and preclinical imaging.

Genovis’ competitive advantages

With the new upconverting technology and the nanoparticles used as contrast for this purpose, Genovis gains several
strategically important competitive advantages:

* Genovis also has exclusive license rights to the method of detection in animal models.

* By combining the protein engineering portfolio with the nanostructures, even in this case, Genovis can offer a
general technique to create targeted nanoparticles with a robust production protocol and high yield. With this
approach the customer can use an array of different biomarkers combined with Genovis” products.

* Genovis has previously developed both coating and methods for preclinical use, making it possible to
launch this new technology on the market relatively quickly.

Protein engineering portfolio

Products in the protein engineering portfolio include
enzymes and proteins and can be ordered from a standard
product line or as custom-made products. Customers use the
products for a) antibody fragmentation/antibody engineering,
b) screening of new pharmaceutical substances and ¢) quality
control in development and production of new antibody-
based drugs. These products enable customers to conduct
faster analyses with higher quality than competing technolo-
gies can offer.

Genovis has developed several product concepts in which the
active components are either FabRICATOR® or [gGZERO™.
This illustration shows how the enzyme is bound to a fixed
carrier packed in a column. The sample containing the

antibody may flow through, where it is cleaved into two
parts. The Genovis website, www.genovis.com, features
presentations of all products.
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FabRICATOR

The genovis offer

FabRICATOR®

FabRICATOR?® is a genetically modified enzyme that cleaves antibodies into two parts; a Fab fragment and an Fc
fragment. In contrast to other techniques in the market place, FabRICATOR?® cleaves all antibodies at exactly the same
site in a very short time, and each antibody is cleaved only once. FabRICATOR® is also sold as a kit that enables
customers to cleave and isolate the desired component in less than one hour—compared with other methods that can
take up to 24 hours to achieve the same results.

IgGZERO™

IgGZERO™ is a unique protein that specifically cleaves off the naturally occurring sugar molecules on antibodies.
Removing the sugar molecules can improve the performance of the antibody in various applications. The most impor-
tant commercial application is the so-called glycan analysis in which the sugar molecules are cleaved from the antibody,
analyzed separately, and used for characterization of antibodies. [IgGZERO™ can also help wash away antibody
molecules from primary cells.

Competition

In the antibody engineering product group, Genovis’ FabRICATOR® competes in part with products based on older
technology. As the company perceives it, these products are primarily marketed by PIERCE (part of the Fisher Scientific
Group), GE Healthcare, Bio-RAD, New England Biolabs and Invitrogen, a few of the major companies in the market
today. [gGZERO™ competes with glycosidase enzyme from Prozyme, New England Biolabs and Sigma-Aldrich.

Specialized competitors use several sales channels, while large global enterprises mainly work with direct sales. From
Genovis’ perspective, these companies are not just competitors—several could be excellent partners for continued
commercialization of Genovis products.

Genovis’ competitive advantages

Genovis has a strong competitive advantage through the Company’s exclusive rights—it is the only company that
currently offers products containing the new enzymes FabRICATOR® and IgGZERO™. Genovis products also have
several application-specific competitive advantages compared with competing technology:

Higher yield
e Better precision
* Saves time compared with competing technology

e Makes it possible to carry out completely new applications in a new market

Using FabRICATOR? to cleave the antibody

\ Ny | RESUTS into smaller parts provides improved analysis
With ~c;% > , e ) | R—é_ results faster, saving both time and money for
2 // : = pharmaceutical companies.

. J [

\

"~ — : RESULTS
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¢ » TIME
1 HOUR 72 HOURS
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Production

PRODUCTION

Protein engineering portfolio

Even with relatively low volumes, production is cost-effective and provides good margins on the products. In 2011,
production volumes for the protein products increased and Genovis decided to outsource production of both FabRICA-
TOR® and IgGZERO™. Genovis carries out quality control, as well as the final steps in production of the specialty
products under in-house. All products are packaged and shipped from the company’s offices in Lund. A more long-term
goal is to develop processes for GMP*-approved production, so that Genovis can handle such production in custom-
made projects ordered by customers.

*Good Manufacturing Practice is a regulatory framework that governs manufacturing, including packing, of pharmaceuticals,

Jood and health foods.

Nano portfolio

In principle, nanomaterial can be manufactured in two ways. In the a top-down reduction process, a large chunk of
material is broken into smaller bits until only nanometer-sized parts remain In the reverse bottom-up process, chemical,
electrical, or physical energies are used to build new material, one atom or molecule at a time. Genovis uses the latter
method: first it builds an iron oxide core of 5-50 nanometers and then builds on other molecules, layer by layer, to a
final size of 25 to 120 nanometers. Production of nanostructures is a challenge when it comes to quality control and
production processes, partly because the properties of the material differ from how the same material behaves in our
natural environment, and partly because what is produced is so small. A positive factor is that large production volumes
can be managed on relatively small surfaces, which means that Genovis’ current infrastructure and capacity is also
adequate on a larger scale. Genovis has developed its own production processes and now has the goal of developing
more automated production of nanoparticles in order to further reduce production costs over the long term.




Research & development

STRONG FOCUS ON PRODUCT DEVELOPMENT
AND LAUNCHES

Protein engineering portfolio

In early 2011, Genovis launched in Fragl T™ Kit, a scalable and efficient technology for producing antibody frag-
ments with extremely high yield and short process time. The product is a further development of Genovis’ unique
technology and targets customers in pharmaceutical, biotech and diagnostics companies that develop antibody-
based drugs and analyses.

The development projects in the protein engineering portfolio consist of new product formats and completely new
enzymes. The goal is to launch at least one new product format in 2012.

Nano portfolio

Genovis is developing two product concepts for launch on the preclinical market.

Imaging of stem cells

In order to see what happens to a stem cell in the body after transplantation of the cell, the cell must be marked
somehow so that it can be found in the body. Genovis will launch products that effectively label cells so they can be
tracked after transplantation using optical imaging, magnetic resonance imaging and/or ultrasound.

Targeted nanostructures

By providing products that enable the customer to use nanoparticles as targeted contrast agents, Genovis’ customers
can carry out an array of different imaging studies, for purposes such as monitoring tumor growth and spread. The
structures under development in this product group are also being used in Genovis’ two research projects, the
Sentinel Node and LUPAS projects. This product group also includes components from the Company’s antibody
engineering product group.

RESEARCH PROJECTS

Sentinel Node project

Genovis is carrying out an in vivo/imaging project in collaboration with Lund University. The project involves devel-
opment of nanostructures for use in diagnostics (in medical imaging) to identify the very small tumors that can
rapidly arise in the lymph nodes in breast cancer or malignant melanoma. Each year, about 6,800 women in Sweden
are diagnosed with breast cancer. In the past, surgeons usually removed the entire breast (now only the portion that
contains cancer is removed) and in conjunction with this procedure, several lymph nodes in the arm pit were also
removed, which led to risk for various complications. In recent times, surgeons have begun using a new breast cancer
procedure that entails more reliable diagnostics and reduces the risk of complications.

Tumor cells spread in a pattern via the lymph system and first reach a designated lymph node that functions as a
sentinel. If the sentinel node is healthy and contains no tumor cells, then the risk that the tumor has spread is very
low. In the new procedure, the surgeon uses radioactive isotopes and blue dye to locate the sentinel node, which is
then removed and examined. In most cases (65%), no metastasis occurred and the lymph nodes do not have to be
removed. The “gatekeeper gland” is known internationally as the sentinel node, which is also the working name of
the development project Genovis is conducting together with the Department of Medical Radiation Physics at Lund
University. The project is interdisciplinary, and the Company’s goal is to (i) develop a multimodal particle that can
guide surgeons, (ii) facilitate diagnosis before surgery by isolating tumor cells and healthy cells in the sentinel node,
and (iii) make patients’ lives easier via a simple, safe method. The first scientific article from the Sentinel Node
project was recently published in the Journal of Nuclear Medicine, a highly ranked journal in its field and a forum
for the exchange of clinical and scientific information for nuclear medicine practitioners. The project is financed by
the Swedish Research Council and LMK Industri AB.
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Patents & licenses

LUPAS project

Genovis is one of eight partners in the LUPAS consortium, which has received almost EUR 5 million in funding from
the EU. The goal of the project is to develop novel tools and technologies for diagnosis and treatment of Alzheimer’s
disease and neurodegenerative diseases caused by prions, an infectious protein responsible for diseases such as mad cow
disease in cattle and Creutzfelde—Jakob disease in humans. By developing new imaging methods that can visualize the
plaques formed in the brain, it will be easier to diagnose and monitor disease progress. Nanostructures are used as
contrast medium to deliver a special polymer that binds selectively to the plaque formations. Genovis’ primary role in
the project is to provide knowledge about the design and production of nanostructures, as well as to work with commu-
nications and introductory business development of the project results. LUPAS is an acronym for Luminescent Polymers
for in vivo imaging of Amyloid Signatures. See www.lupas-amyloid.cu

PATENTS AND LICENSES

Genovis’ intellectual property rights give the company exclusive rights to commercialize its projects. Patent applications
protect new discoveries in instances when the discoveries are judged to be strategically important for the commercial
potential of Genovis products.

Nano portfolio

The company’s development of technology for producing and using nanostructures is described in two international
patent applications that provide patent protection until 2023 in the countries where pending patents are granted. So far
the EU, Japan, Australia and South Korea have granted patents and patent applications are under continued interna-
tional review in PCT* phase. In January 2011 Genovis acquired a license granting exclusive rights to a patent applica-
tion describing a technology required to detect so-called upconverting particles in biological material. By combining
Genovis’ technology with the acquired license Genovis will soon be able to offer a product on the technology front. The
goal is to commercialize the technology within one year, primarily for the preclinical market, and ultimately to evaluate
the clinical potential of this technology. In addition to these patents, in 2012 Genovis will evaluate opportunities for
new patent applications based on the results that Genovis and its subsidiary Eijdo produced in-house.

Protein engineering portfolio

In May 2007, Genovis acquired a license from Hansa Medical AB to use the IdeS protein in clinical research applica-
tions. This license gives Genovis exclusive rights that provide patent protection for the FabRICATOR® products up to
2022 in Europe and the US. In 2008 Genovis submitted a new patent application to protect the products [gGZERO™
and FcDOCKER™ and this application is now also registered in PCT phase and with patent approval will provide
protection until 2029. FabRICATOR?® is a registered trademark.

*The Patent Cooperation Treaty (PCT) is an international agreement allowing the applicant to file a single application in one
language and get an international filing date, which means the application is considered as filed in all PCT contracting states,
(more than 140) on that date. (Source: Swedish Patent and Registration Office)




Genovis technology

MORE ABOUT GENOVIS TECHNOLOGY

Antibodies and enzymes

Antibodies are a special group of proteins with a central position in our immune systems; they defend us against
harmful microorganisms and viruses. The antibodies bind to foreign substances such as harmful bacteria. When the
antibody attaches to the bacteria, a series of events are triggered that cause the immune system to neutralize the
intruder. In simple terms, think of an antibody as being divided into two parts: one part recognizes the intruder—the
F(ab), part, and the other activates the
immune system—the Fc part.

Antibodies are often used to develop
targeted drugs and nanostructures; the
antibodies recognize a detail on the
cell surface or part of a structure in the
body. Sometimes only one part of the
antibody can be used, the F(ab), part.
When analyzing the structure of an
antibody, it is often simpler to break it
down into smaller components first,
since the antibody itself is a large molecule. Modifying and cleaving antibodies is known as antibody engineering,
which requires various tools. In the spring of 2007 Genovis took the opportunity to acquire the patent rights to such a
tool, an enzyme that cleaves the antibody into two parts, F(ab), and Fc. Enzymes are proteins that trigger, catalyze,
chemical reactions.

Whole antibodie Fc-part F(ab),-part

Nanotechnology in brief

Nano is a prefix that means billion and comes from the Greek nanos which means dwarf. A nanometer, nm, is one
millionth of a millimeter—about as long as beard stubble grows during the time it takes to pick up a razor. Nanotech-
nology embraces all technology in a size that is measurable in nanometers. Nanotechnology is used in electronics and
materials technology, as well as in chemical and biological applications.

Nanotechnology is not a new invention. In 1959, Richard Feynman gave his now classic speech at the California
Institute of Technology, entitled “There is plenty of room at the bottom”. He said that it should be possible to build
material at the atomic level, which is sometimes called atomic handicraft. And if were successful in practical terms,
then totally new, unexpected opportunities would arise. For example, he imagined that it would be possible for all 24
volumes of the Encyclopedia Britannica to fit the head of a pin. It took a long time before nanotechnology gained a
foothold within research and commercial applications via discoveries and inventions. A key milestone occurred in 1981
with the invention of the scanning tunneling microscope. In 1986, IBM researchers Gerd Binning and Heinrich
Rohrer received the Nobel Prize in physics for this invention. Since the size of biological molecules could also be
calculated in nanometers, nanotechnology and biotechnology go hand-in-hand, opening the brand new field of
nanomedicine in which research is rapidly growing. Nanomedicine embraces everything from new targeted drugs to
inexpensive home tests for tonsillitis and streptococcus. Diagnoses and treatments using nanostructures are under
development and fall into a research area that is called nanobiomedicine.




Genovis technology

Genovis nanostructures

Genovis nanostructures are multimodal which means that the nanoparticle has several properties, several modalities in
one and the same nanoparticle. They are built based on a solid core of a material that provides contrast for use in either
optical imaging or magnetic resonance imaging. This core can be produced in sizes between 5 and 50 nanometers. In
order for the particle to be stable in biological fluids a surface coating of a few more nanometers is required that also
serves as an attachment site for targeted components, isotopes or fluorescent molecules. In 2009 and 2010 Genovis has
developed a surface coating that provides nanoparticles with a surface that is not toxic and that provides stability and
good distribution in various organs and biological tissue. The design of nanoparticles is based on how many different
modalities the particle must carry and what it will help to image. Genovis has developed a proprietary technology
platform for flexible design and robust production processes.

Core Coating Targeted molecular and isotopic Schematic diagram of a multimodal

nanostructure intended for use as a
‘\’j

contrast agent in MRI combined with

PET. The inner core provides contrast in
Magnetic resonance imaging in brief

MRI, the right coating makes the
particle useful in biological fluids and
Core magnetic resonance (CRM) forms the foundation for MRI equipment; this

tissues, the isotope makes the particle
traceable with PET and the antibody
ensures that the particle finds the right
targets in the body.

+ +

phenomenon as been known since the 1940s. But technology based on CRM wasn’t
developed for medical imaging until the 1970s, and healthcare systems didn’t start using
MRI equipment until the 1980s. MRI equipment is used for diagnosis of disorders such
as tumors, aneurysm, eye diseases, vascular brain disorders, organ disorders, and soft
tissue disorders in certain skeletal diseases. MRI scans are also recommended as an
alternative to x-rays because the technology does not use ionized radiation.

MRI scans are made with a big tunnel-shaped electromagnet in which an object or
human body is placed for imaging. A magnetic field is generated from several smaller
coils and additional coils function as radio-wave transmitters and receivers. The
hydrogen atom is the most common atom in the human body (all water contains

hydrogen). To simplify, we could say that the MRI scan uses hydrogen nuclei to create
an image. The hydrogen
nuclei are aligned (or positioned in the opposite direc-
tion) along the strong magnetic field. Then they change
position when radio waves are directed toward the object/
body. Each time the radio waves pulsate off, the atoms
return to their starting position, while emitting new
radio waves. This action is captured on an antenna, and a
computer transforms this information into detailed
cross-section images of the interior of the object or body.
The image of the clementine was captured with MRI
equipment used by Eijdo research, a Genovis subsidiary.

The light areas contain a lot of water.

Left: picture of a clementine taken with an ordinary digital camera. Right:
picture of a clementine taken with a Genovis MRI.
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EMPLOYEES - STRATEGIC STRENGTH

The Company’s development into a growth company with market-leading products places high demands on recruitment
and development of employees with the right experience and knowledge. Genovis employees have a great breadth of
knowledge and experience; about 40% of employees hold a doctorate in subjects closely linked to Genovis' products and
projects. As part of the increased focus on sales, the Company has deliberately strengthened the sales side with staff and
will continue to do so. The right talent and effective internal procedures are essential for realizing the ambition of
providing market-leading products aimed at the global pharmaceutical and biotechnology market.

Occupational health and safety

Employee health and wellbeing is important. All employees have access to a doctor, nurse and physical therapist and are

offered regular health check

Research places high demands on the work environment and safety is therefore of the utmost importance for laboratory
operations. Occupational health and safety are integrated into the daily routine. A risk assessment is conducted prior to
laboratory projects and procedures are in place for high-risk work. The Company continuously strives to reduce environ-
mental risks. In addition the Company carries out safety rounds, as well as regular inspections of the ventilation system,
safety ventilation, and other technical equipment. Occupational health and safety policies at Genovis comply with the
requirements of the Swedish Work Environment Act to achieve a good workplace environment. A good work environ-
ment provides job satisfaction while stimulating effciency and continuous growth, and should be viewed by employees as
being natural, on a par with other workplace issues. All activities should be geared to promoting health.

Gender equality

Company also strives to facilitate the integration of career with parental responsibilities and to offer both men and women
the same opportunities for parental leave. On December 31, 2011, the Group had 12 employees, including 10 at the parent
company and 2 in Eijdo research AB, compared with 7 people at the parent company and 3 in the subsidiary during the
same period in 2010. One of the employees holds a postdoctoral position financed by the Swedish Research Council.

Average number of employees 2011 2010 2009
Totalt 9 8 3
Whereof women 7 5 5
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Share Capital

SHARE CAPITAL

Share capital in Genovis AB (publ) amounts to SEK 27,694,848, made up of a total of 69,237,120 shares, with a par
value of SEK 0.40. All shares carry equal rights to a part of the Company’s assets and profit. Cash dividends are paid
through Euroclear. To date Genovis has not paid any dividend. Each share in the Company carries one (1) vote at the
shareholders’ meeting. Each owner of shares in the Company is entitled to vote for the full amount of such shares at a
shareholders’ meeting, without any voting limitation.

Share performance and turnover

Genovis shares have been traded since September 14, 2006, on the NASDAQ OMX First North stock exchange under the
name GENO in trading blocks of 200 shares. The The share price at the end of the year was 0,30 SEK and the value of all
listed Genovis shares on December 31, 2011, was about SEK 20,1 million. NASDAQ OMX First North is an alternative
market, operated by the different exchanges within NASDAQ OMX. It does not have the legal status as an EU-regulated
market.
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1999  Formation 100,000 1,000,000 0 1,000,000 100,000 0.1

2000  New issue 25,600 0 256,000 1,256,000 125,600 0.1 4.8
2001 Stock divided 376,800 0 0 1,256,000 502,400 0.4

2001 Stock convert -200,000 200,000 1,256,000 502,400 0.4

2001 New issue 125,456 0 313,640 1,569,640 627,856 0.4 9.5
2002 New issue 99,100 0 247,750 1,817,390 726,956 0.4 11
2003 New issue 74,400 0 186,000 2,003,390 801,356 0.4 11
2005  New issue 360,000 0 900,000 2,903,390 1,161,356 0.4 6
2006  New issue 1,161,060 0 2,902,650 5,806,040 2,322,416 0.4 3.5
2006  New issue 1,161,179 0 2,902,947 8,708,987 3,483,595 0.4 7
2008  Stock convert -2,000 2,000 8,708,987 3,483,595 0.4

2008  New issue 870,898.4 0 2,177,246 10,886,233 4,354,493.20 0.4 7
2008  Stock convert 796,000 -10,090,233 10,886,233 4,354,493.20 0.4

2009  New issue 1,272,093.20 3,180,233 14,066,466 5,626,586.40 0.4 3
2009  New issue 2,813,293.2 7,033,233 21,099,699 8,439,879.60 0.4 1
2009  Non-cash issue 676,056 1,690,140 22,789,839 9,115,935.60 04 2.66
2009  New issue 720,000 1,800,000 24,589,839 9,835,93.60 0.4 1
2010  New issue 6,612,815.2 16,532,038 41,121,877 16,448,750.8 0.4 1
2011 New issue 11,246,097.2 28,115,243 69,237,120 27,694,848 0.40  0.65

Warrant program

The Company has issued 187,000 warrants. The warrants may be exercised for subscription of shares between February 28,
2012 and May 31, 2012. If all warrants are fully exercised share capital will increase by a total of SEK 96,492 through the
issuing of 241,230 shares, each at a par value of SEK 0.40.

Dividend policy

To date Genovis has not paid any dividend.
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Share Capital

OWNERSHIP
Major shareholders as of December 31, 2011

Name Share Warrants Wotes %
Mikael Lonn 15,414,931 22.26%
Nordnet Pensionsforsikring AB 4,003,226 5.78%
Forsikringsaktiebolaget, Avanza 3,648,635 5.27%
Pension

Thorbjérn Fridh 2,160,500 3.12%
Ake Svensson 1,200,000 1.73%
Martin Tisell 1,000,000 1.44%
René in 't Zandt 945,070 1.36%
Hans Géran Arlock med bolag 870,002 1.26%
Anna Gisselsson 845,070 1.22%
Medicinsk Partner i Skaraborg AB 767,801 1.11%
JP Morgan Bank 729,526 1.05%
Sarah Fredriksson 726,900 20,000 1.05%
Didrik Hamilton 655,200 0.95%
NightGlow* 558,348 0.81%
Others 35,711,911 167,000 51.58%
Total 69,237,120 187,000 100.00%

*Shareholders in NightGlow AB are Sarah Fredriksson 34%, Fredrik Olsson 33% and Susanne Nykvist 33%

Shares distributed by size, December 31, 2011

Holdings No. of shareholders No. of shares Holdings (%)
1-500 250 68,466 0.10
501 - 1,000 192 157,629 0.23
1,001 - 5,000 926 2,750,884 3.97
5,001 - 10,000 443 3,404,709 4.92
10,001 - 15,000 198 2,532,325 3.66
15,001 - 20,000 129 2,342,482 3.38
20,001 - 423 57,980,625 83.74
Total 2011-12-31 2,561 69,237,120 100.00
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Board of Directors

BOARD OF DIRECTORS

Ebba Asly Fahraeus (b 1963)
Chairman of the board - MBA

Chairman of the board since 2010 and boardmember since 2009. Has many years of expe-
rience in marketing and sales. Chief Communication Officer & Business Development
Director Aqilles Invest AB. Previous VP Sales & Marketing Anoto AB, Strategic Business
Development Manager with Raufoss United Group (Norway), international Product
Manager with Johnson & Johnson and Sales and Marketing Manager with Cederroth and
Mélnlycke.

* Current assigments include: Board Member of Apptix ASA and EQL Pharma AB
and Kornboden Kompetens AB

* Holdings: 117,500 shares.

Carina Schmidt (b 1958)

Board member - Master of Engineering

Boardmember since 2008. CEO of Athera Biotechnologies a company within the Karolin-
ska Development portfolio. She has experience from 25 years in industry, both as an em-
ployee and owner-manager mainly in business development, international marketing and
product management within the Life Science area. Lecturer at Umea University "Entrepre-
neurship in Biotechnology”

e Current assigments include: Boardmember of Grasp Bioscience and Biobusiness
Partners Scandinavia. Member of the investmentcommitte of Innovationsbron
Region Mitt.

* Holdings: None

Nicklas Gerhardsson (b 1965)

Board member - M.S. in business Administration and Economics

Board member since 2001. CEO at Mobile Loyalty Europe AB. Previously CEO of Aim-
point AB. Has held various positions at Ericsson between 1995 and 2005 in product plan-
ning, product management and sales including head of product management in Japan and
Sales Director of Ericsson Mobile Platforms in Lund. Has extensive experience in interna-
tional sales and business development

¢ Current assigments include: Board member in Mobile Loyalty Europe AB.

* Holdings: 199,000 shares
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Kenth Petersson (b 1961)
Board member - BA

Board member since 2011. Kenth Petersson has previously worked as an analyst and has
extensive experience in the biotechnology industry. He is currently working as a business
angel and principal owner of a number of biotech companies.

¢ Current assigments include: Chairman of the Board in AlphaBeta AB, Biocrine AB,
Spiber Technologies AB and Science Pacific AB. Member of the Board in Alligator
Bioscience AB and Biolnvent AB.

* Holdings: None

Jacob Engellau (b 1963)
Board member - MD

Board member since 2011. Jacob Engellau works as senior physician at the Department of
Oncology, Skine University Hospital and is Associate Professor of Oncology at Lund Uni-
versity.

* Current assigments include: None

* Holdings: None

Thomas Laurell (b 1961)

Board member - Masterter of Engineering, PhD in Engineering

Boardmember of Genovis since 2008. Professor in Medical and Chemical Microsensors at
Lund Institute of Technology. Thomas Laurell has more than 20 years of experience in re-
search and development with focus on nanobiomedical and Lab-On-A-Chip technologies.

* Current assigments include: Boardmember of AcouSort AB, Picology AB,
ISET AB, ScandiCandy AB and Scandi Fastighet AB.

* Holdings: 35,000 shares.

Board of Directors

Name Position Year of birth Elected Shares
Ebba Asly Fihracus Chairman of the board 1963 2009 117,500
Jacob Engellau Board member 1963 2011 0
Nicklas Gerhardsson Board member 1965 2001 199,000
Thomas Laurell Board member 1961 2007 35,000
Kenth Petersson Board member 1961 2011 0
Carina Schmidt Board member 1958 2007 0
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Senior Executives and Auditors

SENIOR EXECUTIVES AND AUDITORS

Sarah Fredriksson (b 1968)
CEO

Sarah Fredriksson completed her postgraduate education in 1999 with the oral defense of
her doctoral dissertation at the Department of Applied Biochemistry, Lund University.
Through her postgraduate studies and in part while studying engineering with a focus on
biotechnology, Ms. Fredriksson has acquired extensive experience in laboratory work in
the sector for which Genovis’ products are mainly intended. She has published several
scientific articles and is the author of several patent applications.

* Current assigments include: Boardmember of Eijdo research AB, Sparbankstiftelsen
Skines Riskkapitalstiftelse, Lund University Board of Directors, member of the
Board of Biomedical, Medical and Public Health Education at Lund University
and member of the advisory board of the Nanometer Consortium (Lund).

* Holdings in Genovis AB: 726,900 shares and 20,000 warrants. Sarah Fredriksson owns
34% of the shares in NightGlow AB whose total holding amounts to 598,948 shares.

Fredrik Olsson (b 1971)
COO0

Fredrik Olsson has an MS from the Faculty of Engineering at Lund University and has
been employed at Genovis AB since 2002. He has published several scientific articles and
is the author of several patent applications.

¢ Current assigments include: Board member of NightGlow AB

* Holdings in Genovis AB: 20,000 shares and 30,000 warrants. Fredrik Olsson owns
33% of the shares in NightGlow AB whose total holding amounts to 598,948 shares.

PricewaterhouseCoopers AB
Auditor for Genovis since 2008.

Magnus Willfors
Authorized Public Accountant

Head accountant

Sofia Gotmar Blomstedt
Authorized Public Accountant
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Corporate governance report

CORPORATE GOVERNANCE REPORT

Swedish Code of Corporate Governance

Genovis does not belong to the group of companies required to follow the Swedish Code of Corporate
Governance as of July 1, 2008. The Board of Directors intends to gradually become compliant with the code.

Shareholders’ Meeting

The 2012 Annual General Meeting will be held on March 20, 2012, in Lund. Shareholders who are
listed in a printout of the shareholders’ register produced by Euroclear Sweden AB (formerly VPC AB) on
March14, 2012, and have notified the Company of their intention to attend the Annual General Meeting
by March14, 2012 at the latest are entitled to participate in the Annual General Meeting.

It is not possible to participate by teleconference. Shareholders who wish to vote at the meeting but who
are not able to personally attend may designate an alternate by authorization in writing. Each qualified
voter may vote for all owned and represented shares at the meeting without limitation on the number of
votes. The principle shareholder of Genovis is Mikael Lonn, whose holdings as of December 31, 2012,
totaled 22,26 percent of capital and votes in the Company. A list of the largest shareholders can be found
on page 25. The agenda will appear in the summons which will be issued six weeks before the Annual
General Meeting at the earliest and four weeks before the meeting at the latest. The general meeting will
be held in Swedish. All board members and auditors will participate at the general meeting unless they are
unable to attend.

Nomination Committee

The 2011 Annual General Meeting resolved that the Nomination Committee for the 2012 Annual Gen-
eral Meeting would be composed of representatives for the four largest shareholders as of September 30,
2011, who are not members of the board. The Nomination Committee shall appoint a chairman among
themselves. It is incumbent upon the Chairman of the Board to convene the Nomination Committee.
Should a shareholder decline to participate in the Nomination Committee or leave the committee before
its work is completed, the next largest sharcholder not represented in the Nomination Committee shall
have the right to appoint a representative.

If as a result of ownership changes the nomination committee could invite additional shareholders to the
Nomination Committee, however the total number of members should not exceed five. If a member of
the committee has to leave before its work is completed, the committee shall, urge the sharcholders or, if
the shareholder is no longer one of the major shareholders, the next-largest shareholder to appoint a re-
placement. Such amendments shall be announced on the company website.

The Nomination Committee for the 2012 Annual General Meeting comprises: Mikael Lonn, Jérgen
Wettbo, Torbjérn Fridh and Hans-Géran Arlock.
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Work of the Board of Directors

The composition of Genovis’ Board of Directors was structured to effectively support and monitor corporate
management. The AGM elects the members of the Board of Directors. During the year there were six direc-
tors. Other officers participate as needed during board meetings as reporters or in administrative roles. The
Board of Directors held 14 meetings during the year. The Company’s auditor reports to the Board of Direc-
tors every year based on an examination of accounts, and provides its assessment of internal controls. The
Company’s auditor participated at two board meetings during the year. The guidelines for the work of the
Board of Directors are based on the rules of procedure, which also regulate the allocation of work between
the Board of Directors, the Chairman of the Board and the CEO, whose powers are clarified in a special
CEO briefing. The rules of procedure contain regulations for the number of ordinary Board Meetings and
which issues will be dealt with at the ordinary Board Meetings. In addition to follow-up and reporting on
ongoing business and profitability, the work of the Board has included questions of strategic development
and direction, investments in research and development, as well as financial issues. Board members com-
pleted a questionnaire to evaluate the Board’s work. The evaluation has served as a foundation for the work
of the Nomination Committee.

The Board of Directors will propose the following remuneration guidelines
for senior executives at the AGM.

These guidelines are valid for employment agreements entered into after the guidelines are approved by the
AGM, and for amendments made afterward to existing employment agreements. The basic principle is that
remuneration and other terms of employment for the management and CEO will be competitive to ensure
that Genovis AB can attract and retain senior executives.

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

Policy for variable remuneration
No one will receive variable remuneration.

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 regard-
ing such incentive programs.

Conditions for non-monetary benefits, pensions, termination, and severance pay

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

Termination and severance pay

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

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

In 2012 the number of directors will be increased from one to two persons in addition to CEO. The Com-
pany’s obligation to the senior executives and CEO is estimated to cost a total of SEK 3,598,060.
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Audit Committee

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

Executive team

The CEO is responsible for the Company’s strategic and business development, and directs and coordinates
daily operations. The CEO has a brief approved by the Board of Directors; this brief regulates the CEO’s tasks
and duty to report to the Board. The CEO appoints managers for the business areas. The executive team

consists of CEO Sarah Fredriksson and COQ Fredrik Olsson.

Executive meetings are normally held once a month and are led by the CEO. Decisions are made at the meet-
ings regarding matters pertaining to the entire Group, and mission-critical areas, strategies, and business plans
are followed up.

Internal control

The Board of Directors has ultimate responsibility for implementing an effective system for internal control
and risk management at Genovis. The operations managers, at the direction of the CEO, are responsible for
ensuring that risk management, management, and control comply with the Board of Directors” guidelines.
Responsibilities and powers are defined at all units and levels in the brief concerning signatory authority.
Operating units are fixed and documented flowcharts are available for all important processes. The Group has
a reporting system that is used by the entire Group. The regulations described, together with laws and other
external regulations, constitute the control environment and provide the basis for the Group’s internal control
and risk management. Every year a detailed timeline is adopted for reporting on budget and results, including
the executive team’s review of budget and results with the operating units. The budget process is conducted
in the fall. At the beginning of each new quarter, a new updated quarterly forecast is drawn up. Every month
the Board of Directors receives a written report about the Company’s earnings and financial position. In ad-
dition, legal reporting is conducted every quarter. Quarterly financial statements include more comprehen-
sive reporting to the Board of Directors.

Compensation of the Board of Directors and senior executives

Remuneration to the Board of Directors
Compensation for the Board of Directors amounts to SEK 80,000 to the Chairman of the Board, and
SEK 50,000 to the remaining Board members who are not employed at Genovis.

Compensation of senior executives

Sarah Fredriksson has an annual salary of SEK 900,000 and is entitled to a pension corresponding to the ITP
plan. She may terminate her contract with 6 months’ notice and the Company may terminate her contract with
12 months’ notice. If the Company terminates her employment, Sara Fredriksson is entitled to severance pay
corresponding to 12 months’ salary. In addition, the employment contract contains a non-compete clause.

Fredrik Olsson has an annual salary of SEK 696,000 and is entitled to a defined contribution pension. In case
of termination by either the Company or Fredrik Olsson, the notice period is 6 months. The employment
contract contains a non-compete clause.
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ADMINISTRATION REPORT

The Board of Directors and CEO of Genovis AB (publ), corporate identity number 556574-5345, based in
Lund, hereby submits the annual report and consolidated financial statements for the parent company and the
Group for the fiscal year January 1, 2011 — December 31, 2011.

Operations

Research and development have largely dominated the company’s business activities. Over the past two
years commercialization of products from the protein engineering portfolio has begun and today, sales
and customer-based development projects account for an increasingly important part of the business.
Customers who work with development of biologics, new diagnostic methods and basic research have
discovered that Genovis products facilitate the development process and contribute to improved pro-
duction and quality control of, for example, antibody-based drugs. Customers today are in pharmaceu-
tical and biotech companies, as well as academic groups.

Genovis also conducts several research and development projects focused on design, production and
characterization of nanostructures as contrast agents in medical imaging. The target audience is cus-
tomers with an interest in drug development and medical devices both in the life Science industry and
in academic research. The projects are mainly in-house, but are also run with external funding and
through collaborations with research groups, including at Lund University. In 2012 the company plans
to launch product concepts that are developed specifically for preclinical medical imaging. Subsidiary
operations in 2011 solely involved assisting the parent in product development of nanostructures as
contrast agents in these projects.

*Preclinical studies refer to the pharmaceutical research that takes place before a medication has adequate
documentation to begin human trials.

Products

Nanoparticles and services for biomedical imaging

Genovis has developed a series of nanostructures for use as contrast agents in medical imaging. The prod-
ucts are used today in the various research and development projects that the company conducts in-house
and in collaboration with other actors. “Pre-launch” sales have begun to some extent, with a focus on the
preclinical market. Customers and partners can choose from nanoparticles from a small standard range,
or custom-made products or services that may include the entire chain from nanostructure design to
preclinical study. The product group was further developed in 2011 and was supplemented by new tech-
nology (upconverting technology) that provides the ability to make nanoparticles with good contrast for
optical imaging/image. Over the past months the first scientific papers describing the use of Genovis’
nanostructures have been published. These articles describe results from imaging studies carried out by
the Company’s customers and results from the Sentinel Node project collaboration, which Genovis is
participating in together with the Department of Medical Radiation Physics at Lund University.

Protein engineering portfolio

Products in the protein engineering portfolio include enzymes and proteins and can be ordered from a
standard product line or as custom-made products. Customers use the products for a) antibody fragmen-
tation/antibody engineering, b) screening of new pharmaceutical substances and ¢) quality control in
development and production of new antibody-based drugs. These products enable customers to conduct
faster analyses with higher quality than competing technologies can offer.

Product launches during the year

Genovis launched the FragIT™ Kit, a scalable and efficient technology for producing antibody fragments
with extremely high yield and short process time. The product is a further development of Genovis
unique technology and targets customers in pharmaceutical, biotech and diagnostics companies that de-
velop antibody-based drugs and analyses.
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Sales

During 2011, sales of products from the protein engineering portfolio increased by 160% compared with
2010. Genovis has focused on working with more resources in relation to customers and introduced product
improvements, as well as clearer communication about the different applications. Genovis’ sales are carried
out both directly to end customers and in cooperation with distributors, who in turn market the products to
companies on different regional markets. Distributors are currently represented in the US, Europe and Asia.
The largest market for Genovis' products is the US, which accounts for about 60 percent of sales.

Production

Even with relatively low volumes, production is cost-effective and provides good margins on the products. The
improvements that Genovis plans for future production will primarily focus on achieving more automated
production of nanoparticles. In 2011 production volumes for protein products have increased and Genovis has
chosen to outsource part of production. A more long-term goal is to develop processes for GMP*-approved
production, so that Genovis can handle such production in custom-made projects ordered by customers.

*Good Manufacturing Practice is a regulatory framework that governs manufacturing, including packing, of phar-
maceuticals, food and health foods.

Development projects

Development projects: protein engineering portfolio

Development of new concepts within the protein engineering portfolio during the year mainly focused on
products for use within production of antibody fragments and for separation of the various fragments. A
product launched in April provided customers with a scalable process with retained high yield and faster
process time. In the fall, Genovis submitted a patent application together with a research group at Lund
University for a brand new enzyme in the same category as Genovis product [gGZERO™. Development of
new products in the protein engineering portfolio will continue, in part through new product concepts from
FabRICATOR® and IgGZERO™, as well as brand new products based on FcDOCKER™ and the newly

added enzyme that is under development.

Development projects: imaging

Before Genovis can launch its nanoparticles as contrast agents in preclinical imaging, reference studies must
be carried out as proof of concept and as marketing materials. Reference studies are also used as a basis for
developing the right kind of product so customers gain maximum benefit from their investment. Genovis
conducts such reference projects in-house. One of the projects shows how nanoparticles can be used as mark-
ers in cells, which for various reasons are transplanted into an animal model. They can be stem cells, white
blood cells or tumor cells that the customer wishes to track, for example in the brain, the blood stream or in
tumor tissue. The nanoparticles make the cells detectable by MRI (magnetic resonance imaging), allowing
their spread and movement in the body to be followed in real time. Genovis also supports customer projects
in which the customer uses Genovis’ products for medical imaging e.g., in stem cell research. The goal of the
reference projects for 2012 is that, supported by results from studies, the company will implement focused
launches to a group of customers larger than the early reference customers who have tested the products so
far. The launch involves new products and applications intended for preclinical imaging.

In January 2011, Genovis acquired exclusive rights to a patent application describing a technology that can
detect so called upconverting particles in biological material. By combining proprietary technology with the
acquired license, Genovis can also relatively quickly offer a product on the technology front in optical imag-
ing. The goal was to commercialize the technology within one year, primarily for the preclinical market, and
ultimately to evaluate the clinical potential of this technology. During the year, Genovis demonstrated the
successful combination of its technology with the upconverting nanocrystals, and further tested the new
nanostructures as a contrast medium for optical imaging. The results are extremely promising and in 2012
the project will focus on business development of the concept, as well as commercial technological develop-
ment toward product concept and testing by reference customers.



Research project with external financing

Sentinel Node project

The Sentinel Node project is interdisciplinary and the goal for Genovis is to produce a multimodal particle
that will be used to diagnose (using medical imaging) extremely small tumors that may quickly spread to
nodes, as seen in breast cancer and melanoma. Tumor cells are spread via the lymphatic system according to
a certain pattern. The first lymph node to receive this drainage is the “gatekeeper” or “sentinel” node — which
is also the name of the development project that Genovis is conducting in collaboration with the Department
of Medical Radiation Physics at Lund University. During the period the project focused on how much senti-
nel node imaging can be improved by optimizing the design of the nanostructures. The final goal of the
project is to produce a contrast agent that can be used both for diagnostics and as an aid during surgery. The
project is financed by the Swedish Research Council and LMK Industri AB.

LUPAS project

LUPAS is an EU project within the Seventh Framework Programme. Its goal is to develop novel tools for
diagnosis and therapy for Alzheimer’s disease and for neurodegenerative diseases caused by prions, an infec-
tious protein that causes diseases such as mad cow disease in cattle and Creutzfeldt—Jakob disease in humans.
Developing new imaging methods that can visualize plaques formed in the brain will make it easier to diag-
nose and monitor disease progress. Nanostructures are used as contrast medium to deliver a special polymer
that binds selectively to the plaque formations. Genovis primary role in the project is to provide knowledge
about the design and production of nanostructures, as well as to work with communications and introduc-
tory business development of the project results. The short-term project goal is to produce preclinical market
products and the long-term goal is to identify new diagnostic methods and medications. The project is ex-
pected to close by late 2012/early 2013. The LUPAS project and its results are presented on the LUPAS
website, www.lupas-amyloid.eu.

Organization

Genovis' organization consists of Genovis AB and the fully owned subsidiary Eijdo Research AB.

On December 31, 2011, the Group had twelve employees: ten in the parent company and two in the subsidiary,
compared with 2010, when the Group had ten employees, with seven in the parent company and three in the
subsidiary. An employee of the parent company holds an 80%-position as an industry-based doctoral student;
this part is funded by the Swedish Research Council. The parent company’s operations include executive man-
agement, central administration, research and development, production, sales management, and support.

Genovis’ subsidiary Eijdo research AB

Eijdo is a CRO (contract research organization) company, which means that it conducts preclinical studies in
magnetic resonance imaging (MRI). The studies may involve measurement of materials ex vivo (e.g., relaxation
times for magnetic contrast agents) in cell cultivations or in animal models. Eijdo research owns an MRI ma-
chine that is appropriate for clinical conditions and has access to all necessary infrastructure. In preparation for
the launch of new products in 2012, Genovis has mainly used the subsidiary for internal product development
together with the parent’s development group.

Eijdo had two full-time employees on December 31, 2011. The team has cutting-edge expertise in physics,
biology and biochemistry, which is necessary for dealing with preclinical magnetic resonance (MR) studies, as
well as extensive experience of contrast media research.

The subsidiary has current assets amounting to SEK 572k SEK, liabilities of SEK 466k and shareholders” equity
of SEK 112k. During the year the subsidiary had revenues of SEK 190k and expenses of SEK 2,123k. The par-
ent company provided the subsidiary with a total of SEK 1,960k in the form of a shareholders’ contribution.

Reclassification

Goodwill attributable to the acquisition of Eijdo Research was reclassified as acquired technology, which is
included in the balance sheet item Patents and licenses. The reason for reclassification was to take into ac-
count the use and focus of Eijdo’s activities, as described above. As a result of this reclassification, goodwill
decreased by SEK 4,100k, of which SEK 3,803k is attributable to the balance sheet item Patents and licenses
and SEK 303k (corresponding to scheduled depreciation from the time of acquisition to the current year) to
shareholders’ equity. Depreciation according to plan had a negative impact on earnings of SEK 410k. The
correction was not considered to be material enough to warrant complete application of TAS 8.
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Related-party transactions

No related-party transactions occurred during the period other than fees/salary to the chairman of the board,
directors, CEO and senior executives.

Warrant program

The Company has issued 187,000 warrants. The warrants may be exercised for subscription of shares be-
tween February 28, 2012 and May 31, 2012. If all warrants are fully exercised share capital will increase by
a total of SEK 96,492 through the issuing of 241,230 shares, each at a par value of SEK 0.40.

Events after the end of the period

The first scientific article from the Sentinel Node project has been published in the Journal of Nuclear Medi-
cine, a highly ranked journal in its field and a forum for the exchange of clinical and scientific information
for nuclear medicine practitioners.

The Board of Directors of Genovis has decided to hold the Annual General Meeting earlier on March 20,
2012. On February 21 the notice convening the AGM appeared in Post och Inrikes Tidningar and an ad was
published in Dagens Industri.

The Interim Report for January-March, which would have been announced on April 26, was postponed, and
the new publication date is May 22. The Interim Report for January-June, which was to be announced on
August 23, was postponed and the new publication date for the report is September 6.

The Board of Directors has proposed that the AGM resolve on the following matters:

¢ To decrease the number of shares in the Company by consolidating the shares in the ratio 1:10,
which entails that every ten shares will be consolidated into one share.

* To adopt a rights issue to existing shareholders in which two (2) existing shares entitle the holder to
subscription for one (1) new share at a subscription price of SEK 3.50/ share. As a result of this
resolution share capital could increase by a maximum of SEK 1,384,742.40 through the issuance of up

to 3,461,856 shares.

¢ To adopt a rights issue aimed at LMK Ventures AB. As a result of this resolution share capital could
increase by a maximum of SEK 580,000 through the issuance of up to 1,450,000 shares. Allotment
may only occur on condition that the issue under point two is fully subscribed.

¢ To authorize the Board, on one or more occasions until the next annual meeting, with or without
preferential rights for shareholders, to issue new shares, convertible bonds or warrants. New shares may
be paid for in cash and/or in kind or set-off or on other terms.

Sales

Net sales for the year amounted to SEK 3,597k (3,963k), including SEK 2,856k (1,595k) attributable to
revenues from sales and SEK 741k (2,368k) attributable to research support for projects in the nanoparticle
portfolio. Net sales during the fourth quarter amounted to SEK 1,506k (1,198k) including SEK 1,071k
(630k) attributable to sales and SEK 435k (568k) attributable to research support for projects in the nanopar-
ticle portfolio. Research support decreased because the majority of support for the LUPAS project was paid
in 2010.

Performance

The operating result for the year dropped by SEK 2,512k to a loss of SEK 13,746k (loss: 11,234k) and loss
after net financial items to SEK 13,758k (loss: 11,334k). Comprehensive income for the year fell SEK 2,316k
to SEK -13,608k (-11,292k). For the fourth quarter the operating loss was SEK 3,956k (loss: 3,297k) and
loss after net financial items was 3,956k (loss: 3,311k) and comprehensive income was SEK -3,837k (loss:
3,301k). The lower operating result for the period is due to increased personnel costs and decreased research
Support.



Cash and financial position

The Group’s cash and cash equivalents at year-end amount to SEK 7,563k (4,074k). Share capital
amounted to SEK 27.7m at year-end. The total number of shares was 69,237,120 with a par value
of SEK 0.4. Total shareholders’ equity for the Group was SEK 18,010k after taking the net loss for
the period into account. Earnings per share, based on a weighted average of the number of out-
standing shares, totaled SEK -0.20 (-0.33), with SEK -0.05 (-0.08) for the fourth quarter. The
Group’s equity ratio at the end of the period was 84% and equity per share was SEK 0.27 (0.37),
based on fully diluted shares at year-end. Interest-bearing liabilities totaled SEK 245k (425k). Dur-
ing the year, loans were amortized for a total of SEK 180k.

The Group has a deferred tax asset arising from the parent company that amounted to SEK 3,128k
(2,870Kk) at the end of the period and is equivalent to a loss-carryforward of about SEK 11.9 million,
which is expected to be utilized in the foreseeable future. The Company’s total tax loss is SEK 87m.

Liquidity in the company is deemed to be sufficient to carry on business for the next twelve months,
taking into account increased revenues and the Board’s proposal that the AGM resolve on a rights
issue of SEK 12.1m. The proposal is supported by sharecholders holding a total of 28 percent of
shares and votes. The issue is fully guaranteed by written subscription agreements and guarantees.
Subscription commitments amount to 22.3 percent of the subscription amount. Guarantees have
been provided by the Company’s principal shareholder Mikael Lonn and LMK Ventures AB. The
Board also proposes that the AGM resolve on a directed rights issue to LMK Ventures Ltd, which
may result in a capital infusion of an additional SEK 5m.

Sales of products from the protein engineering portfolio are steadily rising; in 2011 the increase was 160
percent. The number of customers is also growing, with ten major pharmaceutical companies that are
now paying customers. This achievement shows that the products from the protein portfolio have a com-
mercial value and development of more products and new applications will be introduced in 2012.
Genovis will hire one more person in 2012 in order to maintain the current rate of development.

The results from Genovis development of multimodal nanoparticles as contrast medium have
proved to be highly encouraging. The first scientific article from the Sentinel Node project has been
published in the Journal of Nuclear Medicine, a highly ranked journal in its field. In light of devel-
opments in 2011, Genovis is optimistic about initiating sales of nanoparticles as a contrast medium
in bioimaging and a launch is planned for 2012.

In early 2011, Genovis acquired the rights to a technology in which upconverting nanoparticles are
used as contrast agents within optical imaging. The technology has evolved over the years and efforts
to develop a commercial product have begun.

In order to maintain the current pace of growth in sales of existing products from the protein port-
folio and of new products in optical imaging, the Company requires additional capital and has
therefore proposed a rights issue to finance the plan, which will allow the organization to focus on
its targets. See also the section on Liquidity risk.

Investments

Consolidated capital expenditure during the period totaled SEK 870k (534k) of which SEK 226k
(117k) is attributable to property, plant, and equipment, primarily computers, and SEK 644k
(415k) is attributable to investments in intangible fixed assets.

Environmental information

The parent company reported a facility for type F operations (Safety level 1) for closed use of ge-
netically modified microorganisms to the Swedish Work Environment Authority. An examination
process relating to the Company’s operations in compliance with the Swedish Environmental Code
has been initiated.

The Company has a permit to run the facility to professionally produce pharmaceutical substances
using biochemical processes on an experimental, pilot, or laboratory scale and also, through chemi-
cal reactions, to professionally produce organic or inorganic substances on an experimental, pilot,
or laboratory scale or other non-industrial scale.
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Market place and ownership structure

Genovis shares are traded on NASDAQ OMX FirstNorth under the short name GENO. The number of
shares on December 31 was 69,237,120 and the number of stockholders 2,561. NASDAQ OMX First North
is an alternative market, operated by the various exchanges within NASDAQ OMX. It does not have the
same legal status as an EU-regulated market. Companies on First North are subject to the rules of First North
and not the legal requirements for admission to trading on a regulated market. An investment in a company
traded on First North is riskier than an investment in a listed company.

Major shareholders as of December 31, 2011

Name Share Warrants Wotes %
Mikael Lonn 15,414,931 22.26%
Nordnet Pensionsforsikring AB 4,003,226 5.78%
Forsikringsaktiebolaget, Avanza Pension 3,648,635 5.27%
Thorbjérn Fridh 2,160,500 3.12%
Ake Svensson 1,200,000 1.73%
Martin Tisell 1,000,000 1.44%
René in 't Zandt 945,070 1.36%
Hans Géran Arlock med bolag 870,002 1.26%
Anna Gisselsson 845,070 1.22%
Medicinsk Partner i Skaraborg AB 767,801 1.11%
JP Morgan Bank 729,526 1.05%
Sarah Fredriksson 726,900 20,000 1.05%
Didrik Hamilton 655,200 0.95%
NightGlow* 558,348 0.81%
Others 35,711,911 167,000 51.58%
Total 69,237,120 187,000 100.00%

*Shareholders in NightGlow AB are Sarah Fredriksson 34%, Fredrik Olsson 33% and Susanne Nykvist 33%

Financial risks

Forecast uncertainty

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

Currency risk
The majority of the Company’s expenses are denominated in SEK. Company revenues may depend on other
currencies to a great extent going forward.

Credit risk

Credit risk entails exposure to losses if a counterparty to a financial instrument cannot meet its commit-
ments. 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 Company’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. According to the
Company’s forecasts and projections, this is not likely to occur during 2012-2013. The Board of Directors has
proposed that the AGM resolve on rights issue for SEK 12.1m. The issue is fully guaranteed by written subscription
agreements and guarantees. Subscription commitments amount to 22.3 percent of the subscription amount. Guar-
antees have been provided by the Company’s principal shareholder Mikael Lonn and LMK Ventures AB. The
Board also proposes that the AGM resolve on a directed rights issue to LMK Ventures Ltd, which may result in a
capital infusion of an additional SEK 5m.

Cash flow risk

Company management is aware of the importance of minimizing tied up capital, including in inventory and
accounts receivable. In the runup to the anticipated increase in activity in 2012, the Company will focus on
maintaining a desirable low level of tied up capital.

Compensation of senior executives

Please see note 7 for guidelines for compensation of senior executives.

Work of the Board of Directors

The composition of Genovis’ Board of Directors was structured to effectively support and monitor corpo-
rate management. During the year the Board of Directors had six members elected at the shareholders
meeting. Other officers participate as needed during board meetings as reporters or in administrative roles.
The Board of Directors held 14 ordinary meetings during the year. The Company’s auditor reports to the
Board of Directors every year based on an examination of accounts, and provides its assessment of internal
controls. The Company’s auditor participated at two board meetings during the year. The guidelines for
the work of the Board of Directors are based on the rules of procedure, which also regulate the allocation
of work between the Board of Directors, the Chairman of the Board and the CEO, whose powers are
clarified in a special CEO briefing. The rules of procedure contain regulations for the number of ordinary
Board Meetings and which issues will be dealt with at the ordinary Board Meetings. In addition to follow-
up and reporting on ongoing business and profitability, the work of the Board has included questions of
strategic development and direction, investments in research and development, as well as financial issues.

The 2011 Annual General Meeting resolved that the Nomination Committee for the 2012 Annual Gen-
eral Meeting would be composed of representatives for the four largest shareholders as of September 30,
2011, who are not members of the board. The Nomination Committee shall appoint a chairman among
themselves. It is incumbent upon the Chairman of the Board to convene the Nomination Committee. If
any owner declines to participate on the Nomination Committee, the right to appoint a representative
shall go to the next largest shareholder not represented on the Nomination Committee. If deemed appro-
priate 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. If a member
of the Nomination Committee were to leave before its work is completed, if the Nomination Committee
deems it appropriate, the Nomination Committee shall urge the same shareholder or, if this shareholder is
no longer one of the major shareholders, the next-largest sharecholder, to appoint a replacement. Such a
change shall be announced on the company’s website.

The members of the Nomination Committee for the 2011 AGM are Mikael Lonn, Jérgen Wettbo, Torb-
jorn Fridh and Hans-Géran Arlock.

Genovis does not have an Audit Committee; these issues are ultimately decided by the entire Board of
Directors. Board members completed a questionnaire to evaluate the Board’s work. The evaluation has
served as a foundation for the work of the Nomination Committee. Genovis does not belong to the group
of companies that are required to follow the Swedish Code of Corporate Governance as of July 1, 2008.
The Board of Directors intends to gradually become compliant with the code.
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Parent company

The parent company’s operations include executive management, central administration, research and development,
production, sales management, and support. Net sales during the period totaled SEK 3,407k (3,818k) and loss after net
financial items was SEK 14,300k (loss: 11,195k). An impairment charge of SEK 1,960k (2,107k) had a negative impact
on the parent company income statement. Net capital expenditure totaled SEK 870k (532k). Liquidity at the end of the
period was SEK 7,034k (3,615k). As at December 31 the parent company had 10 (7) employees.

Financial overview, parent company

2011 2010 2009 2008 2007
Sales (SEKk) 2,666 1,450 849 344 332
Operating loss (SEKK) (11,242) (8,991) (12,519) (25,476) (12,055)
Equity/assets ratio (%) 86 87 73 45 87
Return on total capital (%) neg neg neg neg neg
Return on total capital (%) neg neg neg neg neg
Acid test ratio (%) 315 227 39 6 40
Dividens/share (SEKk) 0 0 0 0 0

Definition of key financial indicators

Equity/assets ratio Adjusted stockholders’ equity as a percentage of balance sheet

Return on equity Earnings after financial items as a percentage of average adjusted capital.
Return on total capital Operating income plus interest income as a percent of average total assets.
Acid test ratio Current assets excluding inventory as a percent of current liabilities.

Proposal for treatment of accumulated loss

The following funds are at the disposal of the Annual General Meeting:
Loss brought forward, SEK (81,010,212)
Loss for the year, SEK (14,300,454)
Share premium reserve 73,280,468
Total accumulated loss (22,030,198)

The Board of Directors and CEO propose that the accumulated loss be treated as follows:

Carry forward to new account (22,030,198)

Dividends
The Board of Directors proposes no dividend for fiscal year 2011. Regarding the Company’s financial performance and
position in general, please refer to the income statements and balance sheets and related accounting policies and notes.
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INCOME STATEMENT

Parent Parent
Group Company Group Company
(SEK) Not 2011 2011 2010 2010
Net sales 2,3 2,856,083 2,666,054 1,596,019 1,450,053
Other operating income 4 740,523 740,523 2,368,054 2,368,054
Raw materials and consumables (1,167,968) (1,167,968) (794,801) (791,739)
Other external costs 5,6 (6,396,782) (5,611,613) (5,990,646) (5,407,164)
Personnel costs 7 (8,347,683) (7,012,054) (7,238,980) (5,598,324)
Depreciation, amortization and write-downs 8 (1,309,830) (737,180) (1,103,414) (941,581)
Other operating expenses (120,008) (120,008) (69,808) (69,808)
Total operating expenses (17,342,271) (14,648,823) (15,197,649) (12,808,616)
Operating profit/loss (13,745,665) (11,242,246) (11,233,576) (8,990,509)
Result from financial investments
Write-downs of shares in group companies (3,046,117) (2,107,356)
Interest income 3,410 3,051 0 0
Interest expense (15,788) (15,142) (100,012) (97,634)
Profit/loss before tax (13,758,043) (14,300,454) (11,333,588) (11,195,499)
Tax on profit for the year 9 150,080 0 42,080 0
NET PROFIT/LOSS FOR THE YEAR (13,607,963) (14,300,454) (11,291,508) (11,195,499)
TOTAL COMPREHENSIVE INCOME (13,607,963) (14,300,454) (11,291,508) (11,195,499)
Profit/loss for the year attributable to the
shareholders of the parent company (13,607,963) (11,291,508)
Earnings per share 10 (0,24) (0,33)
Avarage number of shares 57,522,435 34,233,528
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BALANCE SHEET

Group Parent Group Parent
Company Company

(SEK) Not 2011-12-31 2011-12-31 2010-12-31 2010-12-31
ASSETS
Fixed assets
Intangible assets 11
Patents and licens 3,923,017 3,923,017 3,822,786 3,822,786
Goodwill - - 4,106,495 -
Other intangible asset 3,285,195* - - -
Total intangible assets 7,208,212 3,923,017 7,929,281 3,822,786
Tangible assets 12
Equipment, tools, fixtures and fittings 1,390,185 944,352 1,519,702 911,703
Total tangible assets 1,390,185 944,352 1,519,702 911,703
Financial assets
Participation in group companies 13 - 3,609,475 - 4,695,773
Deferred tax assets 14 3,127,957 3,028,000 2,870,200 3,028000
Total financial assets 3,127,957 6,637,475 2,870,200 7,723,773
Total fixed assets 11,726,354 11,504,844 12,319,183 12,458,262
Current assets
Inventories
Raw materials and consumables 396,965 396,965 545,047 545,047
Total inventories 396,965 396,965 545,047 545,047
Current receivables
Accounts receivable - trade 877,439 877,439 797,065 791,065
Other receivables 272,643 239,584 14,456 -
Prepaid expenses and accrued income 15 604,889 595,239 68,616 41,964
Total current receivables 1,754,971 1,712,262 880,137 833,029
Cash and bank balances 16 7,563,491 7,034,454 4,073,873 3,615,542
Total current assets 9,715,427 9,143,681 5,499,057 4,993,618
TOTAL ASSETS 21,441,781 20,648,525 17,818,240 17,451,880

*See Reclassification comments on page 35
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BALANCE SHEET

Group Parent Group Parent
Company Company

(SEK) Not 2011-12-31 2011-12-31 2010-12-31 2010-12-31
EQUITY AND LIABILITIES
Equity
Share capital 17 27,694,848 27,694,848 16,448,751 16,448,751
Other extra capital 84,477,498 - 79,034,924 -
Statutory reserv - 12,018,043 - 12,018,043
Total restricted equity 112,172,346 39,712,891 95,483,675 28,466,794
Share premium reserve - 73,280,468 - 67,837,727
Loss brought forward (80,554,038) (81,010,212) (68,959,882) (69,814,713)
Profit/loss for the year (13,607,963) (14,300,454) (11,291,506) (11,195,499)
Total non-restricted equity (94,162,001) (22,030,198) (80,251,388) (13,172,485)
Total equity attributable to the
shareholders of the parent company 18,010,345 17,682,693 15,232,287 15,294,309
Long-term liabilities
Liabilities to credit institutions 18 64,546 64,546 304,546 304,546
Total long-term liabilities 64,546 64,546 304,546 304,546
Current liabilities
Liabilities to credit institutions 18 180,000 180,000 120,000 120,000
Accounts payable - trade 648,234 537,505 563,489 328,168
Other liabilities 131,421 103,5505 12,356 12,356
Accrued expenses and deferred income 19 2,407,235 2,080,276 1,585,562 1,392,501
Total current liabilities 3,366,890 2,901,286 2,281,407 1,853,025
TOTAL EQUITY AND LIABILITIES 21,441,781 20,648,525 17,818,240 17,451,880
MEMORANDUM ITEMS
Pledged assets None None None None
Coningent liabilities None None None None
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CASH FLOW STATEMENT

Group Parent Group Parent
Company Company

(SEK) Not 2011 2011 2010 2010
Operating activities
Operating profit/loss (13,745,665) (11,242,246) (11,233,575) (8,990,509)
Adjustments for non-cash items 20 1,309,830 737,180 1,103,414 941,581
Change in working capital 21 299,053 257,110 (254,652) (648,988)
Interest paid 3,410 3,051 - -
Interest received (15,788) (15,142) (100,012) (97,634)
Cash flow from operating activities (12,149,160) (10,260,047) (10,484,825) (8,795,550)
Investing activities
Acquisition of subsidiary - (1,959,819) - (2,107,356)
Acquisition of concessions, patents, licences and simi-
lar rights (644,297) (644,297) (415,748) (415,748)
Purchase of property, plant and equipment (225,763) (225,763) (117,947) (117,947)
Cash flow from investing activities (870,060) (2,829,879) (533,695) (2,641,051)
Financing activities
New share issue - cash 16,688,838 16,688,838 15,666,237 15,666,237
Repayments of loans (180,000) (180,000) (990,000) (990,000)
Cash flow from financing activities 16,508,838 16,508,838 14,676,237 14,676,237
Cash flow for the period 3,489,618 3,418,912 3,657,717 3,239,636
Cash and cash equivalents at the beginning of the year 4,073,873 3,615,542 416,156 375,906
Cash and cash equivalents at the end of the year 7,563,491 7,034,454 4,073,873 3,615,542



CHANGES IN EQUITY
GROUP

Other extra Loss brought  Net profit/loss
(SEK) Share capital capital forward for the year Total equity

Opening balance at January 1,
2010 9,835,935 69,981,503 (51,401,657) (17,558,225) 10,857,556

Appropriation of profits as
resolved by the annual general

meeting (17,558,225) 17,558,225 0
New share issues 6,612,816 9,919,222 16,532,038
Issue expenses (865,801) (865,801)
Total comprehensive income (11,291,506) (11,291,506)

Closing balance as of
December 31, 2010 16,448,751 79,034,924 (68,959,882) (11,291,506) 15,232,287

Appropriation of profits as

resolved by the general meeting (11,291,506) 11,291,506 0
New share issues 11,246,097 7,028,759 18,274,856
Issue expenses (1,586,185) (1,586,185)
Reclassification of intangible

assests (302,650)* (302,650)
Total comprehensive income (13,607,963) (13,607,963)
Closing balance as of

December 31, 2011 27,694,848 84,477,498  (80,554,038) (13,607,963) 18,010,345

*See Reclassification comments on page 35

MODERBOLAGET
Share

Share Statutory premium Loss brought  Net profit/loss
(kronor) capital reserve reserve forward for the year Total equity
Opening balance at January 1,
2010 9,835,935 12,018,043 58,784,307 (52,280,502) (17,534,211) 10,823,572
Appropriation of profits as
resolved by the general
meeting (17,534,211) 17,534,211 0
New share issues 6,612,816 9,919,222 16,532,038
Issue expenses (865,802) (865,802
Net profit/loss for the year (11,195,499) (11,195,499)
Closing balance as of
December 31, 2010 16,448,751 12,018,043 67,837,727  (69,814,713)  (11,195,499) 15,294,309
Appropriation of profits as
resolved by the general meeting (11,195,499) 11,195,499 0
New share issues 11,246,097 7,028,759 18,274,856
Issue expenses (1,586,018) (1,586,018)
Net profit/loss for the year (14,300,454) (14,300,454)
Closing balance as of
December 31, 2011 27,694,848 12,018,043 73,280,468 (81,010,212) (14,300,454) 17,682,693
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NOTE 1 GENERAL ACCOUNTING POLICIES

The consolidated accounts of Genovis AB (publ) (Genovis) have been prepared
in compliance with the Swedish Annual Accounts Act, International Financial
Reporting Standards (IFRS) issued by the International Accounting Standards
Board (IASB) and interpretations by the International Financial Reporting Inter-
pretations Committee (IFRIC) that have been approved by the European Com-
mission for application within EU. Furthermore, the Supplementary Accounting
Rules for Corporate Groups (RFR 1 of the Swedish Financial Accounting Stan-
dards Council) have been applied. the parent company’s annual accounts have
been prepared in compliance with the Swedish Annual Accounts Act and Recom-
mendation RFR 2, Accounting for Legal Entities, of the Swedish Financial Ac-
counting Standards Council. the consolidated and annual accounts, which are
specified in SEK thousands, refer to January 1 — December 31 for income state-
ment items and December 31 for balance sheet items.

The Group

There are no IFRSs or IFRIC interpretations that are effective for the first time
for the financial year beginning on or after January 1, 2011, that would be ex-
pected to have a material impact on the group.

Consolidated accounts

The group accounts cover the parent company and the subsidiary Eijdo research
AB. With subsidiary is meant a legal entity in which Genovis owns or disposes of
more than 50% of the votes or owns shares in the legal entity and has the right to
take decisions on its own based on a legally binding agreement or any other pro-
vision. Intra-group profit and other dealings in the group are eliminated in the
group accounts. IAS 21 is applied for receivables from foreign group companies
in foreign currency and when the transaction represents a permanent part of the
financing of the group companies concerned.

Subsidiaries are reported pursuant to acquisition accounting, which means that
the acquisition of a subsidiary is treated as a transaction whereby the group indi-
rectly acquires a subsidiary’s assets and takes over its liabilities and contingent li-
abilities. The consolidated cost is determined through an acquisition analysis re-
lated to the acquisition. This analysis partly determines the cost of the shares or
operation, partly the fair value of the acquired identifiable assets at the acquisi-
tion date, and liabilities and contingent liabilities taken over. The cost of

the subsidiary shares and operations is the fair value at the transfer date of assets,
liabilities that have arisen or have been taken over, and issued equity instruments
submitted as payment in exchange for the acquired net assets, and transaction
expenses directly attributable to the acquisition. For business combinations where
the acquisition costs exceed the net value of the acquired assets and liabilities
taken over and contingent liabilities taken over, the difference is reported as
goodwill. When negative, the difference is reported directly in

the Income Statement. Subsidiary financial statements are included in the Con-
solidated Accounts from acquisition date to the date the controlling influence
ceases. The accounting principles for subsidiaries

have, where applicable, been amended to guarantee the consistent application of
the group’s principles.

Segment Reporting

A segment is an identifiable part of the group in accounting terms, which either sup-
plies products or services within a specified economic area, which is exposed to risks
and opportunities that differ from other segments. Operating segments are reported
in a manner that is consistent with internal reporting as submitted to the chief operat-
ing decision-maker. In the group, this function has been identified as the CEO. Cor-
porate management has determined that Genovis’ business consists of only one oper-
ating segment, which is used to make strategic decisions. Corporate management
assesses the business from a product perspective, where the operating segment is di-



vided into two business areas, the protein engineering portfolio and the nano portfo-
lio. The protein engineering portfolio includes unique enzymes that facilitate devel-
opment and quality control of drugs. The nano portfolio includes nanotechnology in
new contrast agents.

Revenue recognition

Consolidated revenue consists of sales of goods and services. Revenues are recog-
nized when the essential risks and benefits associated with ownership have been
transferred to the buyer. Revenue from service assignments are reported to the
Income Statement when the assignment is completed. Revenue is not reported to
accounts if it is considered probable that the economic rewards will not flow to
the group. If there is significant uncertainty regarding payment, associated ex-
penses or the risk of returns, and if the seller retains its commitment to ongoing
management, usually associated with ownership, no revenue is recognized.
Genovis’ net sales comprise sales of reagents. Revenue is recognized at the time of
delivery of reagent to the customer, in accordance with the terms of delivery. The
sales are reported net after VAT, discounts and ex-change rate differences for sales
in foreign currency. This revenue is reported as other income and is allocated to
the lease period. Probably Genovis in the future will license out used technique.
The company has not had any license income in 2011. In 2011 Genovis invoiced
Lund University for a doctoral position.

Accounting for government grants
Government grants are recognized as Other operating income in the income state-
ment over the same period as the expenses that the grants are intended to cover.

Foreign currency-denominated receivables and payables

Foreign currency-denominated receivables and payables are valued at the closing
rate and unrealized exchange rate effects are included in earnings. The Group’s
functional currency is SEK, which is also the reporting currency. Operations-re-
lated foreign exchange gains and losses are included in Operating profit/loss,
while financial exchange effects are reported as financial items.

Leasing

If a significant part of the risks and benefits related to ownership is kept by the
lessor, the leasing is classified as operational leasing. Payments during the period
are expenses in the income statement linearly over the lease period. The group has
no financial lease contracts.

Borrowing costs
Borrowing costs are reported in the period they refer to.

Taxes

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 being re-
ported against equity are reported against equity. the group uses the balance sheet
method to calculate deferred tax assets and liabilities. the balance sheet method
implies that the calculation is based on tax rates as of the balance sheet date as ap-
plied to temporary di$erences between the reported and tax value of an asset or li-
ability, as well as tax loss carry-forwards. An individual assessment of the situation
for companies in each country is made. Reported income taxes only include de-
ferred tax as the Company does not report tax profits.

Classification of assets and liabilities

Tangible assets and long-term liabilities refer to amounts expected to be received
or paid more than twelve months after the balance sheet date. Current assets and
current liabilities refer to amounts expected to be received or paid within twelve
months from the balance sheet date.
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Research and Development

Expenses for research are recorded as they arise. Genovis application of IAS 38
implies that expenditures should be recorded as assets only when a new product or
a new product application has reached such a degree of development that it is enter-
ing into an industrialization process — equivalent to being intended to be launched
as an independent product alternatively as an integrated part of an existing product.
Up until that point, all such expenditures are expensed on a running basis. Develop-
ment expenditures that previously have been expensed are not carried forward in the
subsequent period. Depreciation plans are initiated in connection with the market
launch of the various products. Acquisition value of internally worked up intangible
assets comprises all such expenses that could be assigned directly to the asset. ! is
applies mainly to salaries and other employment related expenses for personnel tak-
ing a direct part in the work of developing the product or the application, as well as
expenses for external services.

Patents

The Group’s expenditures for patents are capitalized when fulfilling the prerequi-
sites of being entered as intangible assets, in accordance with IAS 38. Patents have
a limited useful life and are therefore recorded at acquisition value less accumulated
depreciation. The depreciation period starts when the patent is commercialized.

Intangible assets are depreciated as follows;

Patents 10 years
Capitalized development expenditure 5 years

Goodwill

Goodwill is the difference between the cost of a business combination and the
fair value of the acquired assets, liabilities taken over and contingent liabilities.
Goodwill is measured at cost less potential accumulated impairment. Goodwill is
allocated to cash-generating units, and is no longer amortized, but subject to
yearly impairment tests.

Tangible assets

Tangible assets, consisting of laboratory equipment, other equipment and
computer equipment are recorded at acquisition value less accumulated de-
preciation. Depreciation is based on the acquisition value, 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 carry-
ing amount and recognized through profit or loss.

Depreciation is made straight-line according to plan over the useful life as
outlined below.

Laboratory equipment 10 years
Computer equipment 3 years
Other equipment 5 years
Write-down

Assets are assessed with respect to depreciation whenever events or changes in
circumstances indicate that the accounted value is not recoverable. Depreciation
will be made by the amount for which the accounted value of the asset exceeds its
recovery amount, which is the higher of the net realizable value and the value in
use. When estimating value in use, future cash flows are discounted at an interest
rate considering the market’s assessment regarding interest without risks and risk
associated with the particular asset. Recoverable values of goodwill and other in-
tangible assets with indefinite useful lives and intangible assets not yet ready for
use are calculated yearly.



Inventories

Inventories are valued, applying the first-in, first-out principle (FIFO), at acquisi-
tion value or net realizable value, whichever is lower. le acquisition value includes
material, labor costs and other manufacturing ex-penses.

Pensions

All employees of the parent are covered by a pension plan. The pension plan is
administered by Skandia 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. Contribu-
tions for pension insurance with Skandia are recognized as an expense in the in-
come statement as incurred.

Provisions

A provision is recorded when there is a commitment as the result of an event. An
outflow of resources will probably be needed to settle the commitment and to en-
sure that the amount can be assessed in a reliable way.

Financial instruments
Genovis has no financial derivatives. The Group’s financial instruments consist
mainly of accounts receivable, liquid assets and accounts payable.

Accounts receivable

Accounts receivable are reported net after provision for bad debts. Provisions
for bad debts are based on an individual assessment in view of expected bad
debt losses. Accounts receivable are amounts due from customers for goods
sold or services rendered in the ordinary course of business. If payment is
expected within a year or less, they are classified as current assets. If not, they
are taken up as noncurrent assets.

Liquid assets
Liquid assets consist of cash and bank balances. there is no other liquidity (current
investments).

Liabilities

Liabilities are classified as other financial liabilities, which means they are initially
recognized at the amount received less transaction costs. After the acquisition
date loans are valued at amortized cost using the effective interest method. Non-
current liabilities have an expected maturity exceeding one year, while current
liabilities have a maturity of less than one year.

Accounts payable

Accounts payable are reported at the amount the company plans to pay to the
supplier in order to terminate the debt situation. Accounts payable are recognized
initially at fair value and subsequently measured at amortized cost using the effec-
tive interest method.

Cash Flow statement

Cash flow statement has been prepared in accordance with the indirect method.
The recorded cash flow only comprises transactions entailing in-payments or dis-
bursements. Cash and bank balances are regarded as liquid assets.

Critical astimates and assessments when applying the group’s accounting policies
To enable accounting in accordance with generally accepted accounting principles,
estimates and assessments that affect the income statement and balance sheet and
supplementary disclosures must be done. Actual outcome may differ from previ-
ously made assessments.

Research & Development constitute an important part of Genovis' activities. The
definition of the part being expensed on a running basis as ” Research & Develop-
ment costs” versus the part beeing capitalized as ”Capitalized expenditure for devel-
opment work” is crucial for the distribution of costs in the income state-ment and
their distribution over a period of time. this definition is based on the classification
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that “Capitalized expenditure for development work” only comprises expenses for
such a process that is intended to be launched, directly or indirectly, onto the mar-
ket. Until then, all expenditures are expensed on a running basis. A further crucial
prerequisite for capitalization is that the expected revenue exceeds the costs.
Another area, where incorrect estimates and assessments might entail the risk of
adjustments of accounted asset values, is mainly related to the value of “Deferred
tax asset”. The accounted value is based on the assumption that fiscal profits will be
generated in the company in the foreseeable future.

Parent company

General Accounting Principlesr

The annual accounts for the parent company Genovis AB have been prepared in
accordance with the Annual Accounts Act as well as the recommendation RFR 2
”Accounting for legal entities”. A more detailed description of the accounting
principles is given in “the Group’s Accounting Principles”. The below descrip-
tions only cover actual differences.

Investments in Group Companies

Investments in group companies are valued at acquisition cost. When the reported
value of the investment exceeds the recoverable amount (please see the section "De-
preciation” above), depreciation is made.

NOTE 2 INFORMATION BY GEOGRAPHIC AREA

Genovis’ business consists of only one operating segment, which is used to make
strategic decisions. Corporate management assesses the business from a product per-
spective, where the operating segment is divided into two business areas, the protein
engineering portfolio and the nano portfolio. The protein engineering portfolio in-
cludes unique enzymes that facilitate development and quality control of drugs. The
nano portfolio includes nanotechnology in new contrast agents.

Corporate management evaluates the operating segment based on a measure called
net sales. This measure excludes revenues that are not attributable to sales of products
and services.

Corporate management also evaluates sales from a geographic perspective classified as
the Nordic countries, Rest of Europe, North America, Asia and the Rest of the World.
The information presented relating to operating segment income refers to the geo-
graphical areas grouped according to location of customers.

Parent Parent
Group Company Group Company
2011 2010 2011 2010

Revenue
Sweden 236,137 302,287 46,137 156,321
Denmark 51,930 4,975 51,930 4,975
Others 56,091 - 56,062 -
Scandinavia 344,158 307,262 154,129 161,296
Germany 192,977 101,837 192,977 101,837
Netherlands 162,791 85,907 162,791 85,907
France 160,182 84,531 160,182 84,531
Others 205,684 108,544 205,684 108,544
Total Europe 1,065,792 688,081 875,792 542,115
USA 1,715,509 713,666 1,715,509 713,666
Asia 74,782 194,272 74,782 194,272
Total 2,856,083 1,596,019 2,666,054 1,450,053

Assets

Europe 21,441,781 17,818,240 20,648,525 17,451,880
Total 21,441,781 17,818,240 20,648,525 17,451,880



Investments
Europe 870,060 533,695 870,060 533,695
Total 870,060 533,695 870,060 533,695

NOTE 3 TRANSACTIONS WITH RELATED PARTIES

In 2011 there has been no transactions with related parties in addition to Note 7.

NOTE 4 OTHER REVENUE

Grants received relates to research support for projects in the nanoparticle
portfolio and research support from the Swedish Research Council for an
industry-based doctoral student.

Group Parent Company
2011 2010 2011 2010
Exchange profit 45,655 43,391 45,655 43,391
Received contributions 656,860 2,324,663 656,860 2,324,663
Other 38,008 - 38,008 -
Total 740,523 2,368,054 740,523 2,368,054

NOTE 5 AUDIT FEE

An audit assignment includes the audit of the annual accounts, the accounting
records and the administration of the board of directors and the managing
director, other duties incumbent on the company’s auditors to perform, as well
as advice or other assistance resulting from observations made during the audit
or completion of such other duties. Everything else is considered as non-audit

assighments.
Group Parent Company
2011 2010 2011 2010
PwC
Audit assignment 366,000 418,996 340,000 418,996
Non-audit assignments 0 0 0 0
Tax consultancy 0 0 0 0
Other assignments 122,612 16,816 122,612 16,816
Total 488,612 435,812 462,612 435,812

NOTE 6 OPERATIONAL LEASING AND RENT

Rent for premises pertains to the parent company’s premises in Lund and the
subsidiary’s premises in Malma.

Group Parent Company

Cost for the year 2011 2010 2011 2010
Rent for premises 1,770,163 1,369,443 1,559,539 1,225,917
Total 1,770,163 1,369,443 1,559,539 1,225917
Future payment commitments, face value Group Parent Company
Rent for premises

Within 1 year 1,932,532 1,721,908
Between 1 and 5 years 1,173,306 1,173,306
Totalt 3,105,838 2,895,214
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NOTE 7 PERSONNEL

Group Parent Company
Average number of
employees 2011 2010 2011 2010
Total 9 8 8 6
Whereof women 7 5 6 4

Salaries and remuneration

Board and CEO in Sweden 1,293,585 1,026,000 1,293,585 1,026,000

Other leading executives 596,656 532,375 596,656 532,375
Other employees 3,721,897 3,093,667 2,831,628 1,994,079
Total salaries 5,612,138 4,652,042 4,721,869 3,552,454
Social security charges 1,690,060 1,755,352 1,408,910 1,355,950
Pension costs CEO 248,189 268,908 248,189 268,908
Pension costs other leading

executives 132,765 118,461 132,765 118,461
Pension costs others 580,058 412,529 419,883 270,964

Total social security
charges and pension costs 2,651,072 2,555,250 2,209,747 2,014,283

Other personnel costs 84,473 31,688 80,438 31,587
Total 8,347,683 7,238,980 7,012,054 5,598,324

Share related remuneration

The Company issued 187,000 warrants, each of which entitled the holder to
subscribe for 1.01 new shares in the Company at an issue price equivalent to SEK
17.20. The warrants may be exercised for subscription of shares between Febru-
ary 28, 2012 and May 31, 2012. If all warrants are fully exercised share capital
will increase by a total of SEK 96,492 through the issuing of 241,230 shares, each
at a par value of SEK 0.40.

The outstanding warrants do not entail any dilution of earnings per share since a
conversion to shares would result in improved reported earnings per share.

Remuneration and other benefits during the year (SEK)

Basic salary/Board fee Pension costs Total
Chairman of the board 80,000 0 80,000
Other members of the board 250,000 0 250,000
CEO 963,585 248,189 1,211,774
Other leading executives* 596,656 132,765 729,421
Total 1,890,241 380,954 2,271,195

*Executive means the person together with the CEO that served as Group Execu-
tive in 2011

No pension plan other than the customary present. The board was composed in

2011 by 4 men and 2 women and 2010 of 4 men and 2 women. The manage-
ment team consists of one man and one woman.
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Remuneration guidelines for senior executives

The Board of Directors will propose the following remuneration guidelines for
senior executives at the AGM

These guidelines are valid for employment agreements entered into after the guide-
lines are approved by the AGM, and for amendments made afterward to existing
employment agreements. The basic principle is that remuneration and other terms
of employment for the management and CEO will be competitive to ensure that
Genovis AB can attract and retain senior executives.

Policy for fixed remuneration

The fixed remuneration to the management and the Chief Executive Officer should
be competitive and be based on the individual areas of responsibility and perfor-
mance.

Policy for variable remuneration

No one will receive variable remuneration. 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.

Conditions for non-monetary benefits, pensions, termination,
and severance pay

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

Termination and severance pay

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

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

Commitment to senior executives in 2012

In 2012 the number of directors will be increased from one to two persons in addition
to CEO. The Company’s obligation to the senior executives and CEO is estimated to
cost a total of SEK 3,598,060.
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NOTE 8 DEPRECIATION

Group Parent Company
2011 2010 2011 2010
Patents and licens (954,716) (558,812) (544,066) (558,812)
Plant and machinery (355,114) (544,602) (193,114) (382,769)
Total (1,309,830) (1,103,414)  (737,180)  (941,581)

NOTE 9 INCOME TAX

Since the parent company reported a loss in the income tax calculation, there is no
income tax at this time. The Company reports a deferred tax asset relating to the
parent’s unused tax loss carryforwards, the deferred tax in the parent as at Dec. 31,
2011, is SEK 3,028k (3,208k) corresponding to a deficit reduction of SEK
11,894k. The Company’s unutilized loss carryforwards as at Dec. 31, 2011
amount to SEK 87,113k (75,914k).

Group Parent Company

2011 2010 2011 2010
Reported loss before tax (13,758,043)  (11,333,588) (14,300,454) (11,195,499)
Tax at nominel tax rate, 26,3% (3,618,365) (2,980,734) (3,761,019) (2,944,416)
Tax effect from non-deductable 814,767 606,987 814,767 597,837
items
Tax effect of losses for wich 2,803,598 2,373,746 2,946,252 2,346,579
no deferred tax assets are
recognized
Tax on reported loss 0 0 0 0
Deferred tax 150,080 42,080
Deferred tax 150,080 42,080

NOTE 10 EARNINGS PER SHARE

Earnings per share is calculated as profit for the year in relation to the weighted
average of the number of shares outstanding during the year. The warrants give
no dilution effect in these calculations for the period 2010-2011, since their con-
version would increase earnings per share for those years. Data per share is calcu-
lated based on the following number of shares.

Group Group

2011 2010

Earnings assignable to the shareholders of the parent company (13,607,963) (11,291,508)
Balanced average number of outstanding ordinary shares 57,522,435 34,233,528
Earnings per share before dilution (SEK per share) (0.24) (0.32)
Number of shares at the end of the year 69,237,120 41,121,877

Share-based payment
Reference to note 7
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NOTE 11 INTANGIBLE FIXED ASSETS

Capitalized expenditure for research Group Parent Company

and development 2011 2010 2011 2010
Acquisition value brought forward 5,909,642 5,909,642 5,909,642 5,909,642
Acquisition value carried forward 5,909,642 5,909,642 5,909,642 5,909,642
Accumulated depreciation brought forward (376,000) (372,000) (372,000) (372,000)
Accumulated depreciation carried forward (376,000) (372,000) (372,000) (372,000)
Accumulated write down brought forward (5,533,642)  (5,533,642)  (5,533,642)  (5,533,642)
Accumulated write down carried forward (5,533,642) (5,533,642) (5,533,642) (5,533,642)
Carrying amount 0 0 0 0
Patents and licenses 2011 2010 2011 2010
Acquisition value brought forward 6,145,929 5,730,181 6,145,929 5,730,181
Acquisition/capitalization 644,297 415,748 644,297 415,748
Acquisition value carried forward 6,790,226 6,145,929 6,790,226 6,145,929
Accumulated depreciation brought forward (1,765,362) (1,206,550) (1,765,362) (1,206,550)
Depreciation for the year (544,066) (558,812) (544,066) (558,812)
Accumulated depreciation carried forward ~ (2,309,428) (1,765,362) (2,309,428) (1,765,362)
Accumulated write-downs brought forward (557,781) (557,781) (557,781) (557,781)
Accumulated write-downs carried forward (557,781) (557,781) (557,781) (557,781)
Carrying amount 3,923,017 3,822,786 3,923,017 3,822,786
Goodwill 2011 2010 2011 2010
Acquisition value brought forward 4,106,495 4,106,495 0 0
Reclassification (4,106,495)* 0 0 0
Acquisition value carried forward 0 4,106,495 0 0
Accumulated depreciation brought forward 0 0 0 0
Accumulated depreciation carried forward 0 0 0 0
Carrying amount 0 4,106,495 0 0
Other intangible asset 2011 2010 2011 2010
Acquisition value brought forward 0 0 0 0
Reclassification 4,106,495* 0 0 0
Acquisition value carried forward 4,106,495 0 0 0
Accumulated depreciation brought forward 0 0 0 0
Adjusted depreciation last year (410,650) 0 0 0
Depreciation for the year (410,650) 0 0 0
Accumulated depreciation carried forward (821,300) 0 0 0
Carrying amount 3,285,195 0 0 0

*See Reclassification comments on page 35
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NOTE 12 TANGIBLE FIXED ASSETS

Equipment, tools, Group Parent Company
fixtures and fittings 2011 2010 2011 2010
Acquisition value

brought forward 4,267,793 4,790,084 3,432,424 3,954,715
Acquisitions 225,763 117,947 225,763 117,947
Disposal (166) (640,238) 0 (640,238)
Acquisition value

carried forward 4,493,390 4,267,793 3,658,187 3,432,424
Accumulated depreciation

brought forward (2,748,091)  (2,841,620)  (2,520,721)  (2,776,084)
Depreciation on disposal 0 638,131 0 638,131
Depreciation for the year (355,114) (544,602) (193,114) (382,768)
Accumulated depreciation

carried forward (3,103,205) (2,748,091) (2,713,835) (2,520,721)
Carrying amount 1,390,185 1,519,702 944,352 911,703

NOT 13 PARTICIPATIONS IN GROUP COMPANIES

Parent Company

2011 2010
Acquisition value brought forward 6,803,129 4,695,773
Shareholders accession 1,959,819 2,107,356
Acquisition value carried forward 8,762,948 6,803,129
Accumulated write-downs brought forward (2,107,356) 0

Write-down for the year

(3,046,117) (2,107,356)

Accumulated write-downs carried forward
Carrying amount

Name Seating Org.nr

(5,153,473)  (2,107,356)
3,609,475 4,695,773

Owners Number  Carrying
share of shares amount

Eijdo Research AB Malmo  556779-7286

100% 100,000 3,609,475

NOT 14 DEFERRED INCOME TAXES RECOVERABLE

The Company reports a deferred tax asset relating to unused tax loss carryfor-
wards, the deferred tax asset arises from the parent. The deferred tax asset relating
to the Group amounts to SEK 3,128k (2,870k) corresponding to a deficit reduc-
tion of SEK 11,894k. Deferred tax assets are recognized in the balance sheet only
to the portion of value that can probably be utilized in the foreseeable future.
Deferred tax liabilities on acquired noncurrent assets amount to SEK 980k. The
Company’s total tax loss amounts to SEK 87,116k.

Group Parent Company
2011 2010 2011 2010
Attributable to tax loss
carry-forwards in Sweden 4,108,000 3,028,000 3,028,000 3,028,000
Income tax liability
regarding surplus value (980,043) (157,800)
Total 3,127,957 2,870,200 3,028,000 3,028,000



NOT 15 PREPAID EXPENSES AND ACCRUED INCOME

Group Parent Company

Total as of December 31 2011 2010 2011 2010
Contributions 303,748 - 303,748 -
Web page 100,000 - 100,000 -
License fee sales system 56,988 56,988

Insurance 53,516 - 53,516 -
Other items 90,637 68,616 80,987 41,964
Total 604,889 68,616 595,239 41,964

NOTE 16 LIQUID ASSETS

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

include only bank deposits.

Group Parent Company

Total as of December 31 2011 2010 2011 2010
Total bankbalances 7,563,491 4,073,873 7,034,454 3,615,542
Total 7,563,491 4,073,873 7,034,454 3,615,542
NOTE 17 SHARE CAPITAL

Number of shares Par value Shares
As of December 31, 2010 41,121,877
New issuing

Sub-registered 20110517 0.4 11,995,862
Registered 20110817 0.4 16,119,381
As of December 31, 2011 0.4 69,237,120

NOTE 18 INTEREST-BEARING LIABILITIES

All the company’s long-term liabilities are so-called conditional loans.

Whereof falling due within 5 years 244,546 (424,546).

Group Parent Company

2011 2010 2011 2010
Long-term interest-bearing
liabilities 64,546 304,546 64,546 304,546
Total 64,546 304,546 64,546 304,546
Current interest—bearing
liabilities 180,000 120,000 180,000 120,000
Total 180,000 120,000 180,000 120,000
Total interest-bearing 244,546 424,546 244,546 424,546

liabilities
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NOTE 19 ACCRUED EXPENSES AND DEFERRED INCOME

Royalty expense relates to the license agreement dated 2007 for patents and
licensing of biotechnological industrial applications for a group of bacterial

surface proteins. The license was acquired from Hansa Medical and includes a

royalty on Genovis’ sales through 2012.

Group Parent Company
2011 2010 2011 2010
Accrued salary-related
expenses 1,617,704 1,368,132 1,394,064 1,175,071
Royalty expense 416,212 0 416,212 0
Other items 373,319 217,430 270,000 217,430
Total 2,407,235 1,585,562 2,080,276 1,392,501

NOTE 20 ITEMS NOT AFFECTING CASH FLOW

Group Parent Company
2011 2010 2011 2010
Depreciation and
amortization 1,309,830 1,103,414 737,180 941,581
Total 1,309,830 1,103,414 737,180 941,581

NOTE 21 CHANGE IN WORKING CAPITAL

Group Parent Company

2011 2010 2011 2010
Inventories 148,082 174,515 148,082 174,515
Accounts receivable and
other receivables (874,834) (103,193) (695,650) (58,193)
Accounts payable and other
liabilities 1,025,805 (325,974) 804,678 (765,310)
Total 299,053 (254,652) 257,110 (648,988)

NOTE 22 FAIR VALUE AND CARRYING AMOUNT OF
FINANCIAL INSTRUMENTS IN THE GROUP

Recognized initially at fair value and in subsequent periods measured at amor-

tized cost. Genovis is not in the possession of any security or similar assets and

hence confronts no valuation problems. Genovis has not owned any financial

derivatives during the year. Other financial instruments (mainly accounts receiv-

able and accounts payable) are recorded in accordance with the trade day princi-

ple. Receivables are entered at the amounts by which they are expected to be paid,

after individual assessment. Operating liabilities are recorded at acquisition value.

Carrying amount Fair value
Financial assets
Accounts receivable 877,439 877,439
Other receivables 272,643 272,643
Cash and bank balances 7,563,491 7,563,491
Financial liabilities
Liabilities, credit institute 64,546 64,546
Accounts payable 648,234 648,234
Other liabilities 131,421 131,421



As per 2011-12-31 accounts receivable of 392,996 sek is due but without need
for down-write. These accounts receivable concerns customers who earlier
haven’t had any difficulties in paying. Age analysis of these accounts receivables
shows below.

2011
Less than 3 months 354,877
3 to 6 months 38,119
Total due 392,996

NOTE 23 SIGNIFICANT EVENTS AFTER CLOSING DAY

The first scientific article from the Sentinel Node project has been published in the
Journal of Nuclear Medicine, a highly ranked journal in its field and a forum for the
exchange of clinical and scientific information for nuclear medicine practitioners.

'The Board of Directors of Genovis has decided to hold the Annual General Meeting
earlier on March 20, 2012. On February 21 the notice convening the AGM ap-
peared in Post och Inrikes Tidningar and an ad was published in Dagens Industri.

The Interim Report for January-March, which would have been announced on
April 26, was postponed, and the new publication date is May 22. The Interim
Report for January-June, which was to be announced on August 23, was post-
poned and the new publication date for the report is September 6.

The Board of Directors has proposed that the AGM resolve on the following

matters:

* To decrease the number of shares in the Company by consolidating the
shares in the ratio 1:10, which entails that every ten shares will be consoli-
dated into one share.

* To adopt a rights issue to existing shareholders in which two (2) existing
shares entitle the holder to subscription for one (1) new share at a subscrip-
tion price of SEK 3.50/ share. As a result of this resolution share capital
could increase by a maximum of SEK 1,384,742.40 through the issuance
of up to 3,461,856 shares.

* To adopt a rights issue aimed at LMK Ventures AB. As a result of this
resolution share capital could increase by a maximum of SEK 580,000
through the issuance of up to 1,450,000 shares. Allotment may only occur
on condition that the issue under point two is fully subscribed.

¢ To authorize the Board, on one or more occasions until the next annual
meeting, with or without preferential rights for shareholders, to issue new
shares, convertible bonds or warrants. New shares may be paid for in cash
and/or in kind or set-off or on other terms.

NOTE 24 RISK FACTORS

A number of factors beyond the control of the company may affect its profits and
financial position, together with several factors whose effect can be influenced by
the actions of the company. The risk factors listed below do not claim any com-
pleteness, neither are the risks ranked after their importance.

Business-related risks

Technique-related risks

Technique is continuously being developed and hence there is a risk that the
technique or various applications thereof do not function as expected. A further
risk is that development takes considerably longer than antici-pated and conse-
quently generates development expenditures in an accelerating pace. the strategy
of the management has therefore been to break up the development into smaller
stages and subgoals and to evaluate the outcome of each stage before starting the
following.
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Market

Genovis operates in a market featuring a continuous flow of new products. A
failed or misdirected introduction in the market may delay expected revenues and
that the company will not reach their financial goals. By working close to the
customers and together with strategic partners, the risks of considerable setbacks
in the market establishing are minimized.

Competition
The present competitors of Genovis are considerably larger, their historical business
accounts are longer and they are financially stronger than Genovis.

Production-related risk

Genovis will be dependent on external production capacity, which may affect
the development and market introduction of the company. Genovis aims at
reduce the risks in the production chain by signing agreements with producers
experienced in production in similar businesses.

Key positions

Genovis' business is dependent on a few people holding key positions. The future
development of the com-pany hinges to a large degree on its capability in attract-
ing and retaining quali” ed personnel. If one or a few of these key people were to
leave Genovis this would have, at least in the short run, a negative effect on the
potential of the company to reach its projected development goals.

Patents and intellectual property

It is essential for the company to protect its technique by means of patents and
other intellectual property and thus keep its technical lead. the company has a
patent strategy aimed at protecting the most vital parts of its technology. It can-
not be guaranteed, however, that Genovis will be able to protect its obtained
patents, nor that submitted patent applications will be granted. There is a further
risk that new technologies will be developed, which may evade or replace the
patents of the company. The company’s opinion is today that its own technology
does not trespass into the intellectual property of other companies. In spite there-
of, guarantees cannot be given that the obtained patents of the company may not
be judged as trespassing into the patents or intellectual property of someone else.

Distributors and resellers

Genovis is dependent to a large extent on distributors marketing the Company’s
products on their respective markets. Termination of one or more of these alli-
ances or if these distributors should not succeed with mar-keting could have
negative consequences for Genovis' business, earnings and financial position.

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 or-
ders and cash flow forecast could negatively affect the Group’s earnings, liquidity,
and continued operations.

Currency risk
The majority of the Company’s expenses are denominated in SEK. Company
revenues may depend on other currencies to a great extent going forward.



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 Company’s exposure to a change in interest rates. The
Company believes that the current situation is not affected by any material in-
terest rate risk.

Liquidity risk

Liquidity risk consists of the risk that the Group cannot obtain funds to meet its
obligations. According to the Company’s forecasts and projections, this is not
likely to occur during 2012-2013. The Board of Directors has proposed that the
AGM resolve on rights issue for SEK 12.1m. The issue is fully guaranteed by writ-
ten subscription agreements and guarantees. Subscription commitments amount
to 22.3 percent of the subscription amount. Guarantees have been provided by
the Company’s principal shareholder Mikael Lonn and LMK Ventures AB. The
Board also proposes that the AGM resolve on a directed rights issue to LMK
Ventures Ltd, which may result in a capital infusion of an additional SEK 5m.

Cash flow risk

Company management is aware of the importance of minimizing tied up capital,
including in inventory and accounts receivable. In the runup to the anticipated
increase in activity in 2012, the Company will focus on maintaining a desirable
low level of tied up capital.
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The board of directors and the managing director hereby certify that, the an-
nual report is prepared in compliance with generally accepted accounting prin-
ciples in stock market companies and give a true and fair view of the company’s
financial position and results of operations and that nothing has been left out
that could affect the impression of the group and the parent company in the
annual report.

The board of directors and the managing director hereby certify that the con-
solidated accounts have been prepared in compliance with International Finan-
cial Reporting Standards (IFRS) as adopted by the EU, give a true and fair view
of the group’s financial position and results of operations and that the adminis-
tration re-port of the group gives a true and fair summary of the development
of the group’s activities, “nancial position and results of operations, and that it
describes such substantial risks and uncertain factors that the companies within
the group are to confront.

The annual accounts and the consolidated accounts have been approved for
publishing by the board of directors on March 30, 2011. the income state-
ments and the balance sheets of the group and the parent company respectively
will be subject of adoption at the annual general meeting on Maech 20, 2012

Lund March 5, 2012

Ebba Asly Fihraeus Jacob Engellau Nicklas Gerhardsson
Chairman of the board

Thomas Laurell Kenth Petersson Carina Schmidt
Sara Fredriksson

CEO

Auditor’s endorsement

Our audit opinion regarding the Swedish version is submitted on March 6,
2012. In the event of possible deviations, the Swedish version is applicable.

PricewaterhouseCoopers AB

Magnus Willfors Sofia Gotmar-Blomstedt
Authorized Public Accountant Authorized Public Accountant
Head accountant

© Genovis AB 2012 Design and production: www.dockside.se Photo: iStockphoto



AUDITOR’S REPORT

To the annual meeting of the shareholders of Genovis
AB (publ), corporate identity number 556574-5345

Report on the annual accounts and
consolidated accounts

We have audited the annual accounts and consolidated accounts
of Genovis AB (publ) for the year 2011. The annual accounts
and consolidated accounts of the company are included in the
printed version of this document on pages 33-63.

Responsibilities of the Board of Directors and the
Managing Director for the annual accounts and
consolidated accounts

The Board of Directors and the Managing Director are respon-
sible for the preparation and fair presentation of these annual
accounts and consolidated accounts in accordance with Interna-
tional Financial Reporting Standards , as adopted by the EU, and
the Annual Accounts Act, and for such internal control as the
Board of Directors and the Managing Director determine is nec-
essary to enable the preparation of annual accounts and consoli-
dated accounts that are free from material misstatement, whether
due to fraud or error.

Auditor’s responsibility

Our responsibility is to express an opinion on these annual ac-
counts and consolidated accounts based on our audit. We con-
ducted our audit in accordance with International Standards on
Auditing and generally accepted auditing standards in Sweden.
Those standards require that we comply with ethical require-
ments and plan and perform the audit to obtain reasonable assur-
ance about whether the annual accounts and consolidated ac-
counts are free from material misstatement.

An audit involves performing procedures to obtain audit evi-
dence about the amounts and disclosures in the annual accounts
and consolidated accounts. The procedures selected depend on
the auditor’s judgement, including the assessment of the risks of
material misstatement of the annual accounts and consolidated
accounts, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the
company’s preparation and fair presentation of the annual ac-
counts and consolidated accounts in order to design audit proce-
dures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the com-
pany’s internal control. An audit also includes evaluating the ap-
propriateness of accounting policies used and the reasonableness
of accounting estimates made by the Board of Directors and the
Managing Director, as well as evaluating the overall presentation
of the annual accounts and consolidated accounts.

We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinion.

Opinions

In our opinion, the annual accounts have been prepared in ac-
cordance with the Annual Accounts Act and present fairly, in all
material respects, the financial position of the parent company as
of 31 December 2011 and of its financial performance and its
cash flows for the year then ended in accordance with the An-
nual Accounts Act, and the consolidated accounts have been pre-
pared in accordance with the Annual Accounts Act and present
fairly, in all material respects, the financial position of the group
as of 31 December 2011 and of their financial performance and
cash flows in accordance with International Financial Reporting

Standards, as adopted by the EU, and the Annual 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 sharehold-
ers adopt the income statement and balance sheet for the parent
company and the group.

Disclosure of particular importance

Not effecting our statement we refer to the administration report
where it states the liquidity is assessed to be sufficient to carry on
its business activities twelve months ahead, on condition that the
annual general meeting comes to the decision of preferential
right issue, guaranteed in its entirety by written subscription ob-
ligations and guarantees.

Report on other legal and regulatory
requirements

n addition to our audit of the annual accounts and consolidated
accounts, we have examined the proposed appropriations of the
company’s profit or loss and the administration of the Board of
Directors and the Managing Director of Genovis AB (publ) for
the year 2011.

Responsibilities of the Board of Directors and the
Managing Director

The Board of Directors is responsible for the proposal for appro-
priations of the company’s profit or loss, and the Board of Direc-
tors and the Managing Director are responsible for administra-
tion under the Companies Act.

Auditor’s responsibility

Our responsibility is to express an opinion with reasonable assur-
ance on the proposed appropriations of the company’s profit or
loss and on the administration based on our audit. We conducted
the audit in accordance with generally accepted auditing stan-
dards in Sweden.

As a basis for our opinion on the Board of Directors” proposed
appropriations of the company’s profit or loss, we examined
whether the proposal is in accordance with the Companies Act.

As a basis for our opinion concerning discharge from liability, in
addition to our audit of the annual accounts and consolidated
accounts, we examined significant decisions, actions taken and
circumstances of the company in order to determine whether any
member of the Board of Directors or the Managing Director is
liable to the company. We also examined whether any member of
the Board of Directors or the Managing Director has, in any
other way, acted in contravention of the Companies Act, the An-
nual Accounts Act or the Articles of Association.

We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

Opinions

We recommend to the annual meeting of shareholders that the
loss be dealt with in accordance with the proposal in the statu-
tory administration report and that the members of the Board of
Directors and the Managing Director be discharged from liabil-
ity for the financial year.

Malmo March 6, 2012

PricewaterhouseCoopers AB

Sofia Gétmar-Blomstedt
Auktoriserad revisor

Magnus Willfors
Auktoriserad revisor
Huvudansvarig revisor
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