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2015 In brief

+61%

NET SALES

Key figures

+33%

OPERATING RESULT BEFORE
RESTRUCTURING COSTS

Product launches

(SEK thousands) 2015 2014

Net sales 13,268 8,252

Operating result before

f -13,753  -20,471
restructuring costs
Restructunpg costs 6,071 0
(non-recurring)
Equity/assets ratio (%) 52 75
Acid test ratio (%) 124 195

Established subsidiary in the US

In January 2015 Genovis founded the subsidiary Ge-
novis Inc. in the US to strengthen marketing initiatives
and to come closer to customers in the North Ameri-
can market.

Reorganization to focus fully on the
enzyme market

Genovis carried out a reorganization by discontinuing
operations in the subsidiary GeccoDots as of Septem-
ber 30, 2015 and selling the intellectual property rights
behind the Nanomotus project to the inventors against
future royalties.

During the year Genovis launched three new
products: FabRICATOR®Z, GingisKHAN™ and
GingisKHAN™Fab kit. FabRICATOR®Z is a
follow-up to FabRICATOR?, which is primarily mar-
keted to customers in the pharmaceutical industry
for preclinical research. GingisKHAN™ is mainly
aimed at customers in the pharmaceutical industry
for characterization of antibody-based drugs and
GingisKHAN™Fab kit, which is a further develop-
ment of GingisKHAN™, targets new business areas
mainly in the biopharma industry.

New projects

Genovis presented data from the mAbCHECK project
at an international conference. The system is based on
Genovis’ enzymes combined with CapSenze’s unique
technology and Bruker’s cutting-edge expertise in mass
spectrometry. Genovis’ enzymes will be marketed in
formats specially designed to be used as consumables
for instruments from CapSenze.

New service concept

Genovis introduced a new service concept through
which customers can order antibody fragmentation
with “Smart Enzymes,” thereby opening a new market
niche for the Company’s products.



Genovis in brief

Business concept

Marketing and sales

Genovis’ business concept is to develop,
produce and market tools for the develop-
ment of new medications and diagnostics
for customers in the pharmaceutical and
biotech industries.

Products

Genovis’ products are enzymes marketed under the
name “Smart Enzymes.” The products are consumables
used by customers to process antibodies and other

proteins, as well as to split them into smaller fragments.

To date, the products have been marketed primarily
for characterization of biologics. Customers use the
enzymes in small quantities for analysis of a large
number of samples, as well as in larger quantities

for production of antibody fragments, which are
required in several different studies in preclinical drug
discovery.

Product development

Genovis has developed all of its own products in-
house. The company has well-equipped facilities

in which to conduct eflicient product development

in the early research phase, as well as subsequent
development of production processes and the final
product format. An important cornerstone and
competitive advantage is collaboration with academic
groups that focus on characterizing new enzymes.
Just as valuable is the customer relationship that
enables product development to meet customer needs.
Genovis’ products do not require regulatory approval
and new products can therefore be launched as soon as
development is completed.

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

US, and efficient deliveries are important cornerstones
of Genovis” customer offering. Genovis’ subsidiary
Genovis Inc. has handled sales in the US since January
2015, while personnel stationed in Lund, Sweden,
handle all sales and marketing in Europe.
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Message from the CEO

I look back with great satisfaction at the pro-
gress Genovis made in 2015. Sales jumped 61 percent
to SEK 13.3 million, while gross margin improved
from 58 percent to 82 percent. What we are seeing is
the impact of several strategic decisions taken in 2014
and 2015. One key strategy was to get closer to our
customers to further develop Genovis’ business in the
future. This was also the main reason that we took the
decision to reduce sales through distributors and switch
to direct sales. Direct contact with the customer is cru-
cial for Genovis’ continued growth because good custo-
mer relationships provide us with real-time knowledge
about the market and enable development of product
concepts that are in demand and can generate revenue

for continued growth.

I am extremely pleased that we can deliver pro-
ducts to all customers in both the US and European
markets within 24 hours. Fast delivery is essential to
be able to compete with distribution from market-
leading companies. Also important is the ability to
provide quick and good support to our customers

in these markets during office hours. I am convinced
that the capital and hard work that we invested in
our US subsidiary, Genovis Inc., in 2015 will serve
as the foundation for additional strong growth in
the US moving forward. Compared with 2014, sales
increased in the US by 75 percent. In Europe, sales
increased by 32 percent and in the rest of the world,
especially in Asia, by 126 percent, though growth in

Asia is from very low levels.

In 2015 we launched three new products: in March we
launched GingisKHAN, an enzyme that our custo-
mers had requested. Orders for the product flowed

in immediately after the launch, demonstrating our
extensive understanding of what the market needs in
terms of new products as well as the strong confidence
that our customers have in us and our products. In
May we launched FabRICATOR Z, which works on a
type of antibody that is commonly used in analytical
and diagnostic procedures. In December we launched
GingisKHAN Fab Kit, which provides simplified

and more effective insulation from antibody fragments.
We are extremely pleased to note that the products
launched in 2015 contributed to more than 10 percent
of total sales revenues for the year.

There are many areas in which our existing products
are not used today, such as systems for measuring
product quality in real time during production of
antibodies. Such a system has been developed in
Lund and Genovis will deliver the enzymes for the
system. In this case Genovis is working with part-
ners to bring the product to market. Other growth
areas are analysis technologies where our products
are not currently used, but where improved and
simplified analysis technologies are clearly needed.
For example, our enzymes could be used in NMR,
crystallography or production of antibody frag-
ments for diagnostic tests.

Laying the foundation for continued rapid growth
requires initiatives to expand the sales organization,
which will enable more contacts with existing and
new customers. We will further expand the sales or-
ganization in 2016 in the geographic markets where
we have the majority of our sales to drive growth



furcher, but we will also address untapped markets
moving forward. Asia accounted for

about five percent of Genovis’ sales in 2015 and of-
fers considerable growth potential for our

products. Priority countries in Asia are Japan, South
Korea and Singapore. These countries are relatively
developed markets with customer segments that

fit our product portfolio and provide a clear growth
opportunity. Other countries in Asia are also of
interest and will initially be developed with carefully
selected partners. I expect that in 2017 we will have
a sales organization in place that can handle at least
three times the sales we achieved in 2015.

I would like to take this opportunity to thank all
of the employees at Genovis in 2015 who, with
great dedication and expertise, helped to develop
Genovis into a company that can compete on a
global market with unique products and superior
customer service. Interaction with customers will
continue to guide how we conduct business — every
day! This strategy applies to our products, customer
care, support and delivery, as well as the simplicity
of ordering our products. Our main focus is to solve
challenges for our customers in a better way than
our competitors do and I am convinced that we
have the right strategy to optimally increase value
for Genovis® shareholders moving forward.

I would also like to extend a warm thank you to all of
our shareholders for their involvement and support in
2015. I promise that I will work to ensure that 2016
will be an equally successful year for the company.

Fredrik Olsson
President and CEO

Fredrik Olsson took over as President and CEO
of Genovis in May 2015.



This is Genovis

Genovis was founded with a vision of new
medications and care for people who cur-
rently do not have the opportunity to live a
healthy life.

Can brand new drugs be developed to treat
diseases that we currently consider to be incurable?
Can improved diagnostics and more individualized
treatment increase the chances for a healthier life?
Can development time be reduced and safety
increased in the process required to develop a

new drug or diagnostic? Can these objectives be
accomplished sustainably 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.

Business concept

Genovis’ business concept is to develop, produce and
market innovative tools for developing new drugs and
diagnostics for customers in the pharmaceutical and
biotech industries.

Product development

All enzymes have been developed in-house. The com-
pany has well-equipped facilities in which to conduct

efficient product development in the early development
phase, as well as subsequent development of production
processes and the final product format. An important
cornerstone and competitive advantage of Genovis’
product development is collaboration with academic
groups that focus on characterizing new enzymes. Just
as valuable is the customer relationship that enables
product development to meet customer needs. Deve-
lopment expenses include materials, staff and meetings
with researchers and customers, as well as costs for
patents and new patent applications, which provide a
strategic competitive advantage for the Company.

Production

Existing products are produced both in-house and

by subcontractors in cases where this strategy results
in more cost-effective volume production. Even at
relatively low volumes, production is cost-effective and
provides good margins on the products. Genovis car-
ries out both the final steps in production of specialty
products and quality control in-house. In order to
develop the business model and guarantee deliveries,
as well as to ensure production, Genovis intends to
initiate production in another geographic location.

A more long-term goal is to implement processes for
GMP*-approved production, so that Genovis can
handle such production in custom-made projects orde-
red by customers.

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

and health foods.



Goals

Overarching goals

b Establish Genovis’ products as the solution

of choice in all analyses, from early discovery
of new drug candidates to production of
commercial antibody-based drugs.

Establish the enzyme products in both auto-
mated analysis processes and as production
tools for various antibody fragments.

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

Goals 2016-2018

Financial targets
b Positive operating profit 2017.

b Annual organic sales growth of
at least 25% beginning in 2018.

Sales and marketing targets
b At least three product launches in 2016.

P Establish sales in markets that are not cur-
rently active, with a special focus on the
Asian markets.

P Establish FabRICATOR® and the other
enzymes as quality control tools in produc-
tion of materials intended for clinical trials.



Strategy

To successfully establish Genovis’ products in the market and to achieve the set objectives
in both the short term and the long term, it is important for Genovis to attract skilled em-
ployees. Genovis will be an attractive workplace by being an innovative company that takes
advantage of staff expertise and offers each individual the opportunity to influence the work
situation and professional development.

Operational strategy Sales and marketing strategy

b Genovis will always be able to deliver high b Spread brand recognition for the Company

quality by building up cost-effective, reliable
and sustainable production.

New product concepts will be generated th-
rough effective and creative product develop-
ment with a focus on enzymes that enhance
the customer's business model, preferably in
direct collaboration with the customer when
appropriate. Priority projects include deve-
lopment of products for automated format,
products for high-volume analyses in “clone-
selection” processes and applications that
require larger volumes of enzymes.

By working close to the frontlines of research
and by nurturing relationships with prestigi-
ous research groups, as well as by acti-

vely seeking new technologies through the
acquisition of intellectual property or other
innovative companies, over the long term Ge-
novis will also be able to offer its customers
innovations combined with high quality.

and the product through direct sales in the
largest geographic markets. To reach new
customers and markets, sales should also be
possible through co-marketing agreements
with partners in various geographic markets.

Work closely with customers to implement
the enzymes in analysis procedures from
drug discovery, through clinical trials to
production control of the customer's drug
candidate throughout its lifetime.

Facilitate effective product launches by priori-
tizing continuing education for key customers
and distributors.

Publish results from the Company’s in-house
development work and from collaborations
with

reference customers on the website and, if
possible, in scientific journals,

online forums and newsletters.

Present the Company at conferences

and meetings that are important for the
Company’s customer segment from a scien-
tific and commercial viewpoint.
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Genovis’ offering to the customer

Customers

Currently, Genovis’ primary customers are pharmaceu-
tical companies and biotech companies, as well as cont-
ract research companies and contract manufacturing
companies. The majority of these customers develop
and produce antibodies as drugs. The properties of a
new drug must be characterized in a variety of ways
while it is under development and customers currently
use Genovis' products to identify and characterize
novel drug candidates.

Products

In 2015 Genovis marketed seven different enzymes in
a variety of product formats. Products can be ordered
from a standard range or as custom-made products.
Customers use these products to analyze antibody mo-
lecules. Genovis’ enzymes enable customers to conduct
faster analyses with higher quality than competing
technologies can offer. The products are divided into
proteases, a group of enzymes that catalyze the break-
down of the bonds between amino acids in proteins
and which for Genovis involves products that split an
antibody into smaller fragments, and glycosidases, a
group of enzymes that hydrolyze glycoside bonds, for
which Genovis” products cut off the sugar molecules
that are attached to the antibody.

GENOVIS’ PROTEASES

Genovis’ proteases
b FabRICATOR® (IdeS)
P FabRICATOR®Z (IdeZ)
b GingiskHAN™ (KGP)
P FabULOUS® (SpeB)

FabRICATOR is a unique enzyme that cleaves
antibodies into two parts--a F(ab’)2-fragment and

an Fc fragment--with extremely high precision.
FabRICATOR Z also cleaves a specific type of mouse
IgG quickly and more effectively than FabRICATOR
and the other enzymes on the market. FabULOUS

is an enzyme that cleaves an antibody into three
parts. The product is a complement to FabRICATOR.
By using the two products together, the custo-

mer gets a fast method to characterize the “hinge
region” of an antibody, which is important in many
antibody drug conjugate (ADC) drug candidates.
GingisKHAN™ is an enzyme that cleaves human
antibodies into three parts. The product comple-
ments FabRICATOR® and FabULOUS?, but can also
be used in studies of the different parts of the anti-
body separately, which makes the

product unique.

FabRICATOR®

FabRICATOR Z

AN

GingisKHAN"



Genovis’ glycosidases
b 1gGZERO® (EndoS)
P GlycINATOR® (EndoS2)

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

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

when developing production processes for antibo-

dy-based drugs.

Knowledge

Because of their direct involvement in both the
discovery and development of Genovis’ SmartEnzymes,
Genovis employees have extensive knowledge of
both the enzymes’ activity and their applications.
Through close customer contact and customer
meetings, Genovis offers customers the opportunity
to benefit from the available expertise regarding the
company’s enzymes, as well as applications related to
the development of biopharmaceuticals. Specialists
at Genovis often assist customers with interpreting
and evaluating research findings to best analyze the

quality of biological drugs using Genovis’ enzymes.

By engaging in direct discussions with our customers,
Genovis acquires important information regarding
biologics and the best way to analyze them. This close
interaction with specialized customers provides us with
an important overview of the market and its needs.
This extensive knowledge about the specific activities of
the enzymes combined with a broad understanding

of the applications used for more efficient drug
development is unique for Genovis.

Support

In addition to the physical product, Genovis provides
global deliveries and technical support within 24
hours. During product development, Genovis

places great emphasis on ensuring that the customer
experience is as positive as possible, which means
that the products must be robust, easy to use and
stable during shipping and storage. Genovis also
offers development of customized methods and when
Genovis’ products are established in routine processes,
the result is long-term customer relationships, since
pharmaceutical production is regulatory-driven

and once processes and procedures are established
customers are reluctant to change them.

GENOVIS’ GLYCOSIDASES

FabULOUS®

IgGZERO®

GlycINATOR®



Sales

Sales 2015

Consolidated net sales rose to SEK 13,268k
(8,252k), an increase in sales of
61 percent compared with 2014.

Genovis’ revenue stream is generated by both new
customers and through repeat orders from more esta-
blished customers. About 51 percent of orders in 2015
were placed by new customers. Established customers
have volumes in excess of SEK 500,000 per year in
order value. Customers use the products in research
and development. Genovis faces a challenge in this seg-
ment, while also facing a great opportunity to substan-
tially increase sales. The challenge and the opportunity
can be found in new product formats that can become
an alternative to analyses carried out in high volumes
(thousands of tests per week) in processes within clone-
selection. The next challenge is to convince customers
to integrate FabRICATOR and the other enzymes in
clinical development and finally in production of phar-
maceuticals. Then the business model can be developed
and include agreements for a given annual production,
deliveries for back-up of spare parts and guaranteed
production from at least two sources. The target group
includes fewer customers, but the total value of orders
per customer is significantly higher.

Geographic markets

North America remains the Group’s largest market
with 64 (59) percent of sales, followed by Europe at 31
(38) percent. Other countries account for 5 (3) percent
of sales. The subsidiary Genovis Inc. handles all sales
and marketing in the North American market and the
rest of the world is handled from Sweden.

Competitors

In the US, Genovis’ product FabRICATOR®
encountered competition from Promega and its pro-
duct IdeS Protease. However, other products compete
to some extent with older technology and according
to Genovis, are mainly marketed by companies within
the FisherScientific group, GE Healthcare, BioRAD,
Prozyme and New England Biolabs, which are among
the major players in the market today. From Genovis’
perspective, these companies are not just competitors
several could be excellent partners for continued com-
mercialization of Genovis' products.
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Competitive advantages

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

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

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

P higher yield
P better precision

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

P the technology makes it possible to carry out
completely new applications in a new market



Market

Genovis sells products that are reagents for the Life Sci-
ence industry within the segment drug development,
primarily for analysis and characterization of protein-
based drugs. This niche market amounted to about
USD 16 billion annually in 2011, with an estimated
annual growth rate of about 11 percent for the period
2011-2016". Genovis’ customers use technologies such
as HPLC and mass spectrometry for their analyses. If
we look at these two methods, sales figures for reagents
for the analyses are expected to rise by about 10 percent
annually during the same period!.

Market drivers

The underlying driver is the development of new
antibody-based biologics based on antibodies to treat a
variety of diseases. Common therapeutic areas include
cancer, as well as inflammatory and autoimmune di-
seases. Antibody-based drugs, diagnostics and research
tools have become established as state-of-the-art tech-
nology and the market is enjoying steady growth. Cur-
rently, more than 600 antibody-based drug candidates
are in development and about 370 of them are in clini-
cal trials. The market for currently approved antibody-
based drugs alone was estimated at USD 45 billion in
2011 and the number of products is expected to grow.
Since 1986, about 30 monoclonal antibodies (mAbs)
have been approved and six of twelve best-selling drugs

in 2012 were mAbs. In 2020, patents with a commer-
cial value of USD 67 billion are expected to expire and
the industry is therefore now making generic drugs,
known as biosimilars.

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

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

2. The biosimilars market is estimated to grow
to about USD 3 billion by 2023.

3. Second-generation mAbs - the market is
estimated to grow to about USD 9 billion by
2023:

a. Antibody Drug Conjugates, known as ADC
drugs, are being commercialized; at least 34 candi-
dates are currently in clinical development.

b. Bispecific antibody-based drugs are being develo-
ped; at least 12 candidates are currently in clinical
development.

c. Antibody fragments and antibody-like proteins are
being developed; at least 13 candidates are cur-
rently in clinical development.

Screening phase Development of D F
of antibody cell for production of production
candidates of antibody process

of material for
toxicological studies

D Genovis enzyme products on the way in D Genovis enzyme products today

Production Release of
of material fo material
clinical use for sale

Genovis' products are currently used in the preclinical portion of the development of a new drug. They are mainly used to characterize selected candidates and
to analyze the choice of cell type that will produce the antibody. Genovis strives to offer products for characterization in all phases of the development of new
drugs, including products used in processes that perform thousands of tests per week, requiring automated analyses to carry out as many tests as possible, as
well as in quality control in commercial production. The Company’s top-priority R&'D project addresses all steps in the development process, paving the way
Jor broader use and greater market potential for the products.

1. LIFE SCIENCES & ANALYTICAL REAGENTS MARKET APPLICATIONS.
CURRENT TRENDS, OPPORTUNITIES & GLOBAL FORECASTS (2011 - 2016)
MarketsandMarkets 2012



(Genovis share

Genovis shares have been traded since September 14, 2006, on NASDAQ First North
Stockholm under the ticker symbol GENO. The share price at the end of the period was SEK
2 and the market value was SEK 73.7 million. NASDAQ First North is an alternative market,
operated by the various exchanges within NASDAQ. Consensus is the Company’s Certified

Advisor.

Share capital

Shareholder value

On December 31, 2015 share capital was SEK
9,215,693.75 and the number of shares was
36,862,775. The quota value is SEK 0.25.

Warrants

In June 2014, the Company issued 450,000 warrants
subscribed for by Fredrik Olsson, CEO, and Sarah Fre-
driksson, chairman of the board. Each warrant entitles
the holder to subscribe for 1.35 shares. Subscription for
new shares based on warrants may take place during
the period from April 1, 2017 through June 30, 2017.
Assuming full exercise of the warrants, share capital
will increase by about SEK 151,875, corresponding to
a dilution effect of approximately 1.6 percent of the
total number of shares and votes in the Company.

Dividend policy

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

Analysts who follow Genovis

Redeye AB

Shareholder information

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

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

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

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

Share performance

Genovis

w— GENOViS === OMX Stockholm PI
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= OMX Stockholm Pharmaceuticals & Biotechnology PI traded (thousands)
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Major shareholders as of December 31, 2015

Name Holdings Votes (%)
Mikael Lonn 8,327,102 22.59
LMK Forward AB 3,654,654 9.91
Hansa Medical AB 3,641,441 9.88
Nordnet Pensions-

férsakring AB 2,393,355 6.49
Aduno AB 2,243,518 6.09
Forsakrmgsaktlebolaget 666,162 181
Avanza Pension

Erik Walldén AB 639,760 1.74

Source: Euroclear Sweden AB



Shareholding by size December 31, 2015

Holdings Number of Number of Holdings Market value
shareholders shares (%) (SEK thousand)
1-5,000 1,720 2,138,995 5.80 4.3
5,001 - 20,000 330 3,371,287 9.15 6.7
20,001 - 100,000 124 4,900,186 13.29 9.8
100,001 - 500,000 21 3,752,982 10.18 7.5
500,001 - 9 22,699,324 61.58 45.4
Total 2,204 36,862,775 100 73.7
Source: Euroclear Sweden AB
Share capital development
Year Transaction Change in Change in Total equity Total number Quota
shares share capital of shares value
1999 Company founded 1,000,000 100,000 100,000 1,000,000 0.10
2000 Rights issue 256,000 25,600 125,600 1,256,000 0.10
2001 Bonus issue 0 376,800 502,400 1,256,000 0.40
2001 Rights issue 313,640 125,456 627,856 1,569,640 0.40
2002 Rights issue 247,750 99,100 726,956 1,817,390 0.40
2003 Rights issue 186,000 74,400 801,356 2,003,390 0.40
2005 Rights issue 900,000 360,000 1,161,356 2,903,390 0.40
2006 Rights issue 2,902,650 1,161,060 2,322,416 5,806,040 0.40
2006 Rights issue 2,902,947 1,161,179 3,483,595 8,708,987 0.40
2008 Rights issue 2,177,246 870,898.40 4,354,493.20 10,886,233 0.40
2009 Rights issue 3,180,233 1,272,093.20 5,626,586.40 14,066,466 0.40
2009 Rights issue 7,033,233 2,813,293.20 8,439,879.60 21,099,699 0.40
2009 Non-cash issue 1,690,140 676,056 9,115,935.60 22,789,839 0.40
2009 Rights issue 1,800,000 720,000 9,835,93.60 24,589,839 0.40
2010 Rights issue 16,532,038 6,612,815.20 16,448,750.80 41,121,877 0.40
2011 Rights issue 28,115,243 11,246,097.20 27,694,848 69,237,120 0.40
2012 Consolidation 1:10 -62,313,408 -24,925,363.20 2,769,484.80 6,923,712 0.40
2012 Rights issue 3,461,856 1,384,724.40 4,154,227.20 10,385,568 0.40
2012 Directed rights issue 1,450,000 580,000 4,734,227.20 11,835,568 0.40
2013 Rights issue 3,945,189 1,5678,075.60 6,312,302.80 15,780,757 0.40
2013 Rights issue 5,260,252 2,104,000.80 8,416,403.60 21,041,009 0.40
2013 Rights issue, directed 804,643 321,857.20 8,738,260.8 21,845,652 0.40
2015 Reduction share 0 -3,276,847.80 5,461,413 21,845,652 0.25
capital
2015 Rights issue 14,563,768 3,640,942 9,102,355 36,409,420 0.25
2015 Directed rights issue 453,355 113,338.75 9,215,693.75 36,862,775 0.25



Administration Report

Administration Report

OPERATIONS

Genovis is a global company that offers enzyme
products that facilitate development and quality
control of biologics to customers in the pharma-
ceutical and medical technology industries. The
Company markets several enzyme products (“Smar-
tEnzymes”) in innovative product formats all over
the world.

In 2015 the organization comprised Genovis AB
and the wholly owned subsidiaries Genovis Inc. and

FINANCIAL OVERVIEW

GeccoDots AB. Genovis Inc. handles all sales and
marketing of enzyme products on the North Ameri-
can market and Genovis AB handles sales and mar-
keting in the rest of the world. Genovis AB handles
all administration for the Group. In 2015 Genovis
carried out a reorganization and all operations in
the subsidiary GeccoDots ended on September 30,
2015.

Revenue

Consolidated net sales rose by 61 percent to SEK
13,268k (8,252k). Other operating income for the full
year amounted to SEK 9,255 (1,782) and largely com-
prises the insurance reimbursement associated with the
ongoing patent dispute in the US.

Operating loss

The consolidated operating loss was SEK 19,824k
(loss: 20,471k). Non-recurrent expenses

of SEK 6 million resulting from

the winding up of the subsidiary GeccoDots had a
negative impact on the operating result.

Net financial items
Net financial items amounted to SEK -34k (140k).

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

The Group has a deferred tax asset that arises
from the parent company. The deferred tax asset at
year-end was SEK 1,718k (1,718k).
Investments

Consolidated capital expenditure for the full year
totaled SEK 1,686k

(3,043k) of which SEK 189k (1,240k) is attributable to
property, plant, and equipment, primarily labora-

tory equipment/computers and SEK 1,497k (1,803k)

is attributable to investments in intangible fixed

assets.

Financial position and equity/assets ratio
Shareholders’ equity at year-end was
SEK 8,822k, for an equity/assets ratio of 52% (75%).

Cash flow

Consolidated cash flow for the full year totaled SEK
1,364k (208k). Cash flow from financing activities
totaled SEK 14,167k (27,444k) and is attributable to
the rights issues in 2014 and 2015.

Equity

For information on trading of shares in the Company,
number of shares and class of shares, as well as the
rights in the Company associated with these shares,
please refer to the section on the Genovis share on

pages 16-17.
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Key figures parent company 2015 2014 2013 2012 2011
Net sales 10,720 8,159 8,882 6,080 2,666
Operating profit/loss -17,166 -14,843 -11,048 -16,121 -11,242
Equity/assets ratio (%) 55 76 80 75 86
Return on equity (%) neg neg neg neg neg
Return on total capital (%) neg neg neg neg neg
Acid test ratio (%) 125 195 420 211 315
Dividend per share SEK 0 0 0 0 0

Definition of key figures

Equity/assets ratio

Adjusted shareholders’ equity as a percentage of balance sheet.

Return on equity

Earnings after financial items as a percentage of average adjusted capital.

Return on total capital
average total assets.

Operating income plus interest income as a percentage of

Acid test ratio

Current assets excluding inventory as a percent of current liabilities.

SALES GROWTH

Consolidated net sales rose to SEK 13,268k
(8,252k), an increase in sales of 61 percent compa-
red with 2014. North America remains the Group’s

PRODUCTS

largest market with 64 (59) percent of sales, follo-
wed by Europe at 31 (38) percent.
Other countries comprise 5 (3) percent of sales.

Genovis’ product selection comprises FabRICATOR®
(IdeS), FabRICATOR®Z (IdeZ), GingisKHAN™
(KGP), FabULOUS® (SpeB), IeGZERO® (EndoS),
and GlycINATOR® (EndoS2) FabRICATOR is a
unique enzyme that cleaves antibodies into two parts
a F(ab’)2-fragment and an Fc fragment with extremely
high precision. FabRICATOR Z also cleaves a specific
type of mouse IgG quickly and more effectively than
FabRICATOR and the other enzymes on the market.
FabULOUS is an enzyme that cleaves an antibody into
three parts. The product is a complement to FabRI-
CATOR. By using the two products together, the
customer gets a fast method to characterize the “hinge
region” of an antibody in detail, which is important
in many antibody drug conjugate (ADC)

drug candidates. IgGZERO is a protein

that can specifically cleave sugar molecules that are
found naturally on antibodies for “glycan analysis.”
GlycINATOR is another enzyme that can rapidly
cleave sugar molecules from an antibody. By using
IgGZERO in combination with GlycINATOR it is
possible to carry out a relatively simple quantitative
analysis of high-mannose molecules on antibodies.
Mannose is a particularly important parameter to
understand and handle when developing production
processes for antibody-based drugs. GingisKHAN is
an enzyme that cleaves human antibodies into three
parts. The product complements FabRICATOR and
FabULQUS, but can also be used in studies of the
different parts of the antibody separately, which makes
the product unique.
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KEY EVENTS DURING THE YEAR

New Chief Executive Officer

Fredrik Olsson took over as President and CEO of Ge-
novis in connection with the Annual General Meeting
on May 5, 2015, at which time Sarah Fredriksson step-
ped down as CEO at her own request and took over as
the new chairman of the Board.

US subsidiary

In January 2015 Genovis founded the subsidiary Ge-
novis Inc. in the US, to intensify marketing initiatives
and to have a presence among customers in the North

American market.

Reorganization to focus fully

on the enzyme market

Genovis reorganized, discontinued operations in

the subsidiary GeccoDots and sold the intellectual
property rights behind the Nanomotus project to the
inventors against future royalties.

Ongoing litigation

Genovis AB is involved in litigation in the US.

In November 2014 Genovis filed a lawsuit against
Promega Corporation for patent-infringement
regarding one of Promega’s products.

PRODUCTION

Product launches

During the year Genovis launched three new
products: FabRICATOR®Z, GingisKHAN™ and
GingisKHAN™Fab kit. FabRICATOR®Z is a follow-
up to FabRICATOR?®, which is primarily marketed to
customers in the pharmaceutical industry for preclini-
cal research. GingisKHAN™ is mainly aimed at custo-
mers in the pharmaceutical industry for characteriza-
tion of antibody-based drugs and GingisKHAN™Fab
kit, which is a further development of GingisKHAN™,
targets new business areas mainly in the biopharma
industry.

New service concept

Genovis introduced a new service concept through
which customers can order antibody fragmentation
with “Smart Enzymes,” thereby opening a new market
niche for the Company's products.

New projects

Genovis presented data from the mAbCHECK project
at an international conference. The system is based on
Genovis’ enzymes combined with CapSenze’s unique
technology and Bruker’s cutting-edge expertise in mass
spectrometry. Genovis’ enzymes will be marketed in
formats specially designed to be used as consumables
for instruments from CapSenze.

Even at relatively low volumes, production is
cost-effective and provides good margins on the
products. Genovis has chosen to outsource the first
step in production. Genovis carries out both the

final steps in production of specialty products and
quality control in-house. One long-term objective
is to be able to offer customers GMP* certified
production.

INNOVATION AND PRODUCT DEVELOPMENT

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

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

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

pharmaceuticals, food and health foods.
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The Company had 13 (16) employees on December 31,
2015. For both periods all employees were in the parent
company. For information on remuneration guidelines
for senior executives adopted at the 2015 AGM, please

ENVIRONMENTAL IMPACT

refer to the Corporate Governance Report on page 27.
Please see note 7 regarding remuneration paid to senior

executives in 2015.

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

ntal Code. The Company has the necessary permits.

RISK MANAGEMENT

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

Research and development

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

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

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

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

Protection of intellectual property

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



Administration Report

FINANCIAL RISK MANAGEMENT

Financial risks primarily refer to currency and
interest rate risks, as well as credit risk. The Group
Executive Board has ultimate responsibility for
managing the Group’s financial risks, as well as for
developing financial risk management methods
and principles. The main financial risks to which
the Group is exposed are currency risk, credit and
counterparty risk.

Currency risk

The majority of the Group's expenses are denominated
in SEK. Group revenue, however, is largely dependent
on other currencies, primarily USD. The effects of
exchange rate fluctuations on profit and equity are cal-
culated based on known volumes and results denomi-
nated in the foreign currency.

Currency Net volume Impact of 5%
estimated 2015, SEK  currency fluctuation
exchange rate, thousands in SEK thousand
2016

USD 8.20 8,479 +/- 424
EUR 9.46 4,157 +/- 208

Sensitivity analysis

Genovis’ financial performance is affected by a number
of external factors. The table below shows how changes
to some of the factors that are important for Genovis
could have affected the Group’s net income for 2015.

Change in profit/loss before tax SEK
Price change +/-3% 398,055
Cost of goods sold +/- 3% 73,775
Payroll costs +/- 3% 400,378
Interest +/- 3% 1,011

Capital risk

Capital risk is the risk that the Group’s capital struc-
ture is inefficient, or the risk that the Group must
terminate its operations. The Group’s goal regarding
capital structure is to secure Genovis’ ability to conti-
nue to conduct its operations so that it can generate a
return for shareholders and value for other stakehol-
ders, as well as to maintain an optimal capital structure
so that the cost of capital can be reduced. To optimize
the capital structure, the Group can—with shareholder
approval-issue new shares, buy back shares, pay divi-
dends or increase/decrease loans. The capital structure
is regularly revised. On December 31, 2015 consoli-
dated shareholders' equity was SEK 8,822 (14,583k)
and Genovis AB’s sharcholders’ equity was SEK 8,745k
(14,578k).

Liquidity risk

Liquidity risk consists of the risk that the Group
cannot obtain funds to meet its obligations. Consoli-
dated cash and cash equivalents including short-term
investments amounted to SEK 2,052k (5,688k) at year-
end. The existing working capital and the rights issue,
which was proposed by the Board and is subject to
approval at the AGM on May 12, 2016, are suficient
to run the Company for the next twelve-month period.
The rights issue is fully guaranteed by written subscrip-
tion agreements and guarantees.
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EVENTS AFTER THE END OF THE PERIOD

Genovis AB signed a strategic cooperation agre-
ement with Alphalyse A/S that will provide access

to Alphalyse’s expertise in mass spectrometry, while
Alphalyse will have the opportunity to offer its custo-
mers analyses based on Genovis’ unique enzymes for
antibodies and other pharmaceutical proteins.

OUTLOOK

Genovis launched a new enzyme, GingisREX, and is
now focusing on customers throughout the proteomics
market. The products that Genovis has launched to
date have solely been used for modification of anti-
bodies, while GingisREX can be used for proteins in
general.

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

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

INTRODUCTION

The Group consists of Genovis AB and the wholly
owned subsidiaries Genovis Inc. and GeccoDots AB.
During the year Genovis carried out a reorganization
and all operations in the subsidiary GeccoDots ended
on September 30, 2015. The Group had thirteen em-
ployees on December 31, 2015. They are all employed

by Genovis AB, which is responsible for centrally coor-
dinating business and finance functions. The projects
in the Group are mainly conducted in-house, but they
can also be pursued as collaborations with research
groups, including at Lund University.

EXTERNAL AND INTERNAL REGULATION

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

are divided among the shareholders, the Board

of Directors, the chief executive officer and senior
management. Governance of the Company is based
on Genovis’ articles of association, the Swedish
Companies Act, the rules and recommendations re-

SHAREHOLDERS

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

of companies required to follow the Swedish Code

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

At year-end 2015 Genovis had about 2,200 sharehol-
ders according to Euroclear Sweden AB. Genovis’ share
capital at year-end was SEK 9,215,693.75 and the total
number of shares was 36,862,775. Genovis’ market
capitalization amounted to SEK 73.7 million at De-

ANNUAL GENERAL MEETING 2015

cember 31, 2015. The Company’s largest shareholder is
Mikael Lonn, who represents 22.59 percent of the total
number of shares and votes in the company. Genovis’
shareholder structure, share performance, etc., are
presented on pages 16-17.

Genovis’ Annual General Meeting was held on May

5, 2015, in Lund where 41.5 percent of the number of
shares and voting rights were represented. Board mem-
bers Jacob Engellau, Kenth Petersson, Mikael Lonn and
Lena Mértensson Wernrud were present. Erik Walldén
was not present. The CEO and the Company’s auditors
were also present. At the Meeting Jacob Engellau, Kenth
Petersson, Mikael Lonn and Lena Martensson Wernrud
were re-elected, and Sarah Fredriksson was elected to
serve on the Board of Directors. Sarah Fredriksson was
elected to serve as Chairman of the Board.

Resolutions

* Adoption of the balance sheet and income
statement for parent company and the Group.

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

* The AGM resolved to approve remuneration
to the Board of Directors in the amount of SEK
75,000 to Board members and SEK 150,000
to the Chairman of the Board.

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

* The Meeting resolved to reduce share capital
by SEK 3,276,847.80 for allocation to the un-
restricted fund.

* The Meeting resolved to approve the Board’s
proposal to conduct a preferential rights issue in
which three (3) existing shares entitle the holder to
subscription for two (2) new shares at a subscrip-
tion price of SEK 1. As a result of this decision
share capital could increase by a maximum of SEK
3,640,942 through the issuance of a maximum of
14,563,768 shares.
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* The Meeting decided on a directed rights issue
to the guarantors of the rights issue on the same
terms as the rights issue. As a result of this resolu-
tion share capital could increase by a maximum of
SEK 113,338.75 through the issuance of a maxi-
mum of 453,355 shares. Payment for the issuance

shall be by set-off.

Sverige Aktiesparares Riksforbund, which represents 176

¢ The Meeting resolved to approve authorization to
issue shares with or without preferential rights for
existing shareholders. As a result of this resolution,
share capital could increase by a maximum of SEK
1,850,000 through the issuance of a maximum of
7,400,000 shares.

Sverige Aktiesparares Riksforbund, which represents 176

shares, expressed reservations against the resolution.

shares, expressed reservations against the resolution.

OVERVIEW OF CORPORATE GOVERNANCE IN THE GENOVIS GROUP

Nomination Committee

The task of the Nomination Committee is to

put forward proposals regarding the election

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

of the Board, appointment of auditors and

fees paid to the Directors and the Auditors.

The 2015 Annual General Meeting resolved

that the Nomination Committee for the 2016
Annual General Meeting would be composed of
representatives for the four largest shareholders
as of September 30, 2015, who are not members
of the Board. Should a shareholder decline

to participate on the Nomination Committee,

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

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

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

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

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

General Meeting

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

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

Board of Directors

The Board of Directors is the Company’s highest
administrative body under the General Meeting.
The Board of Directors is responsible for the
organization and management of the Company.
Under the Articles of Association, Genovis’
Board of Directors is to consist of a minimum of
three and a maximum of ten Directors, with a
maximum of five deputies. Directors are elected
annually at the Annual General Meeting for a
one-year term up until the close of the following
AGM. The AGM also appoints the Chairman of
the Board. The role of the Chairman of the Board
is to lead the work of the Board and to ensure
that it fulfills its duties. The guidelines for the
work of the Board of Directors are based on the
rules of procedure, which also regulate the al-
location of work between the Board of Directors,
the Chairman of the Board and the CEO.

President and CEO

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

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

External auditors

The company must have one auditor with or
without a deputy auditor, or one registered
public accounting firm. The appointment as
auditor shall apply until the close of the General
Meeting, which is held during the fourth financial
year after the election of the auditor. Where

the same auditor is reappointed, the Meeting
may determine that the appointment shall apply
until the close of the Annual General Meeting
held during the third financial year after the
appointment of the auditor. The 2012 Annual
General Meeting appointed the auditing company
PricewaterhouseCoopers AB to serve as Genovis’
auditors for the period until the close of the 2016
Annual General Meeting.
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NOMINATION COMMITTEE

The Nomination Committee conducts an evalua-
tion of the Board and its work. As a basis for its
proposals for the 2016 Annual General Meeting, the
Nomination Committee has assessed whether the
current Board is appropriately composed and fulfills
the demands made on the Board by the Company’s
current and future position in the market. The Board
members have responded to a questionnaire that
served as the basis for the Committee’s work. The
Nomination Committee’s proposal for a new Board
of Directors is submitted with the notice of the
upcoming Annual General Meeting.

AUDIT COMMITTEE

The Nomination Committee for the 2016 Annual
General Meeting consists of the following represen-
tatives of the largest shareholders:

¢ Mikael Lénn

e Goran Arvidsson, Hansa Medical AB
* Gunnar Bergstedt, Aduno AB

e Erik Walldén

Mikael Lonn was appointed to serve as Chairman of
the Nomination Committee for the 2016 AGM.

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

FINANCIAL REPORTING

The Board monitors the quality of financial re-
porting by issuing instructions to the CEO and by
establishing requirements for the contents of the
reports on financial conditions that are regularly
submitted to the Board. The Board considers and
ensures the quality of financial reporting, such as

EXTERNAL AUDITORS

interim reports, the year-end report and the annual
report, and has delegated to senior management
the task of ensuring the quality of press releases
containing financial content and presentation mate-
rials for meetings with the media, shareholders and
financial institutions.

Principal auditor at Ohrlings PricewaterhouseCoo-
pers AB is authorized auditor Magnus Willfors and
co-auditor is authorized auditor Sofia Gétmar-Blom-
stedt. Neither Magnus Willfors nor Sofia Gétmar-
Blomstedt hold any shares in the Company. Price-

OPERATING ACTIVITIES

waterhouseCoopers AB has received compensation
for services other than auditing. Page 43, note 5 of
the consolidated financial statements discloses the
full remuneration to the auditors for the past two
years. The auditors were represented at two board
meetings during the year.

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

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

REMUNERATION TO THE BOARD OF DIRECTORS

The 2015 Annual General Meeting resolved that
a total of SEK 450k would be paid in Board fees,

including SEK 150k to the Chairman and SEK 75k to

each of the other Board members not employed by
the Group.
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Name Position Year of birth Elected Directors' fee (SEK)

Sarah Fredriksson Chairman of the 1968 2015 150,000
Board

Jacob Engellau Board member 1963 2011 75,000

Kenth Petersson Board member 1956 2011 75,000

Mikael Lénn Board member 1949 2014 75,000

Lena Martensson Wernrud Board member 1954 2014 75,000

SHARE/SHARE PRICE-RELATED INCENTIVE PROGRAM

In June 2014, the Company issued 450,000 warrants
subscribed for by the President and Vice President.
Each warrant entitles the holder to subscribe for

1.35 shares. Subscription for new shares based on
warrants may take place during the period from

April 1, 2017 through June 30, 2017. Assuming full
exercise of the warrants, share capital will increase
by about SEK 151,875k, corresponding to a dilu-
tion effect of approximately 1.6 percent of the total
number of shares and votes in the Company.

REMUNERATION FOR SENIOR EXECUTIVES

The 2015 Annual General Meeting adopted gui-
delines for remuneration to senior executives that
essentially entail the following.

The fixed remuneration to the management and

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

For the CEO the notice period is 12 months for the
company and 6 months for the individual. For mana-

gement personnel the notice period is 6 months for the

Company and 6 months for the individual. Moreover,
assuming that the Company gave notice of termina-
tion, in certain cases the CEO may be offered 12
months of severance pay. The total remuneration paid
to senior executives in 2015 was SEK 3,612k (3,963).

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

See note 7 for additional information.

The Board of Directors proposes that the 2016 AGM
resolves to adopt the following guidelines for
remuneration of senior executives.

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. Incentive-based remuneration will be
limited and linked to predetermined measurable criteria
designed to promote long-term value creation for the
Company. Incentive-based remuneration may not exceed
a maximum of 25% percent of the fixed salary and will
be set per financial year. The Board will consider on a
yearly basis whether to propose a share-related or market
value-related incentive program to the Annual General
Meeting. The Annual General Meeting makes the deci-
sions regarding such incentive programs.

Management and the CEO are entitled to a defined-

contribution pension.

For the CEO the notice period is 3 months for the com-
pany and 3 months for the individual. For management
personnel the notice period is 6 months for the company
and 3 months for the individual. Moreover, assuming
that the company gave notice of termination, in certain
cases the CEO may be offered severance pay equivalent
to the CEO’s monthly pay for 12 months including
benefits. The Company's undertaking in relation to
senior executives and the chief executive may amount

to a maximum of SEK 1,419,336 in 2016. The Board of
Directors may depart from these guidelines if there are

particular reasons in an individual case.



Administration Report — Corporate Governance

FEES TO AUDITORS

Ohrlings PricewaterhouseCoopers AB is the
Company’s auditor. “Audit assignments” refer to the
audit of the annual report and accounting records,
as well as the administration of the Company by the
Board of Directors and the Chief Executive Officer,
other tasks incumbent on the Company's auditor

RELATED-PARTY TRANSACTIONS

and advice or other assistance resulting from ob-
servations made during audits or the performance
of such tasks. Other assignments refer mainly to
consultancy services related to auditing and taxa-
tion issues. Fees for auditing assignments in 2015
amounted to SEK 156k (185k) and fees for other
assignments totaled SEK 137k (265k).

Genovis has purchased analysis services from

Redeye for a total of SEK 405k during the period.
Genovis board member and principal owner Mikael
Lonn, who holds a 22.59 percent stake in Genovis,
owns 19.25 percent of the shares in Redeye, for
which Mikael Lonn is also a board member. A gua-
rantee fee of SEK 263k was paid to Mikael Lénn and
relates to the guarantee entered into in connection

with the rights issue with subscription period May

18 to June 1, 2015. In addition, Genovis paid interest
to Mikael Lénn totaling SEK 26k. The loan provided
bridging financing at an interest rate of 5.5 percent
and was repaid in 2015. In addition, in December
2015 Genovis raised loans from directors Mikael
Lonn and Kenth Petersson totaling SEK 2 million at
an interest rate of 5.5 percent.

INTERNAL CONTROL AND RISK MANAGEMENT

IN FINANCIAL REPORTING

Internal control

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

The Genovis Group’s organization is designed to
quickly respond to changes in the market. Operational
decisions are thus made at the company level, while
decisions on strategy, focus, acquisitions and overall
financial issues are made by Genovis’ Board of Direc-

tors. The CEO regularly reports to the Board to increase
awareness, transparency and control of the Company's
accounting, financial reporting and risk management.

Risk assessment

Risk assessment is based on the Group’s financial
objectives. The overarching financial risks are defined
and are largely industry-specific. By conducting risk
analyses based on the consolidated balance sheet and
income statement, Genovis identifies the key risks that
may threaten the achievement of business and financial
objectives.
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Sarah Fredriksson (b. 1968)
Chairman of the Board

Sarah Fredriksson completed her
postgraduate education in 1999
with the oral defense of her doctoral
dissertation at the Department of
Applied Biochemistry, Lund
University. That same year she founded Genovis.
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.

* Other directorships and positions: Board
member of SwedenBio, board member of
Sparbankstiftelsen Skane's Riskkapitalstiftelse,
board member of SwedNanoTech and member
of the Nanometer Structure Consortium
Advisory Board (Lund).

* Holdings in Genovis: 72,324 shares and 360,000
warrants in Genovis. Sarah Fredriksson owns 34% of
BumbleFish AB, which owns 35,891 shares in Genovis.

Mikael Lonn (b. 1949)

Board member - MD

Board member of Genovis since
2014. Mikael Lonn has previously
worked as a physician at Soder-
sjukhuset in Stockholm and is
now active as an entrepreneur and

business leader, mainly in health care. He has extensive
experience providing consultancy services and has acti-
vely participated on the board of directors for a number
of startup and growth companies, as well as experience
from large county council and municipal-owned organi-
zations.

* Chairman of the board of LOX Container Techno-
logy AB, Anti-Snore Partner Sweden AB, PRIMA
Barn— och Vuxenpsykiatri Stockholm AB, PRIMA
Barn och Vuxenpsykiatri Holding AB and ScilLife
Clinic AB. Board member of Oral Care Holding
SWE AB, PRIMA Vuxen psykiatri Stockholm AB,
Vizendo AB, Dicel AB, Sturebadet Quality Care
AB, Sturebadet Health Strategy AB, Redeye AB/
Redhold AB, Mikael Lénn AB, Sdiptech AB,
Professionell dgarstyrning i Sverige AB and
Skogsigarna Mellanskog Ekonomisk férening.

* Holdings in Genovis: 8,327,102 shares.

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

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

, Skane University Hospital, and
associate professor of oncology at Lund University.

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

* Holdings in Genovis: Holdings via company
29,627 shares.

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

Ordinary board member of Genovis
W since 2011. Kenth Petersson has
TN / / previously worked as an analyst and
*b i / 1 é, has extensive experience in the
biotech industry. For the past 10
years he has worked as a business angel and principal
owner of a number of biotech companies.

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

* Holdings in Genovis: 33,332 shares.

Lena Martensson

Wernrud (b. 1954)

Board member - Associate Profes-
sor

Board member of Genovis since
2014. Lena Martensson Wernrud is
active as senior director, pipeline

sourcing, at LeoPharma AS, partner in PULS, and runs
her own consulting firm, Martensson Innovative
Partner. She has 30 years of management-level expe-
rience in the medical technology and pharmaceutical
industries at companies such as Gambro AB, Pharmacia
and AstraZeneca. She has been a member of steering
groups between AZ and smaller biotech companies and
universities.

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

* Holdings in Genovis: None.
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CHIEF EXECUTIVE OFFICER

Fredrik Olsson (b 1971)
Chief Executive Officer

? Fredrik Olsson has an MSc in

i Engineering from Lund Institute of
N < Technology and has been employed
%/, ; \ at Genovis AB since 2002 with
LR primary responsibility for infrastruc-
ture, product development and production. Fredrik
Olsson has extensive experience in production processes
from the food and biotech industries. Much of his work
involved establishing processes and quality systems for
various industry-specific standards as well as general
systems. Fredrik Olsson has also co-authored several

scientific publications and patents.

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

* Holdings in Genovis: 14,900 shares and 90,000
warrants in Genovis. Fredrik Olsson owns 33%
of BumbleFish AB, which owns 35,891 shares in
Genovis.
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Proposed appropriation of profits

Genovis

B (publ.), corporate identity no. 556574-5345

The Board proposes that the Annual General Meeting resolve to dissolve the statutory reserve of SEK 5,839,779

to reduce the accumulated loss.

Proposal for treatment of accumulated loss SEK
Accumulated loss, SEK -118,424,172
Profit/loss for the year -20,000,378
Share premium reserve 132,113,734
Reversal of statutory reserve 5,839,779
Total accumulated profit/loss -471,037
The Board of Directors and CEO propose that the accumulated loss be treated SEK
as follows:

-471,037

Carry forward to new account

The Board of Directors proposes no dividend be paid
for fiscal year 2015.

Regarding the financial performance and position

in general of the Group and parent company, please
refer to the following financial statements. The income
statements and balance sheets will be presented to the
Annual General Meeting on May 12, 2016.

The Board of Directors and the Chief Executive Of-
ficer ensure that the consolidated accounts have been
prepared in accordance with the International Finan-
cial Reporting Standards (IFRSs) as adopted by the EU
and give a true and fair view of the Group’s financial

Sarah Fredriksson
Chairman of the Board

Jacob Engellau

Fredrik Olsson
Chief Executive Officer

AUDITOR’S SIGNATURE
Our Audit Report was submitted on April 21, 2016.

PricewaterhouseCoopers AB

Magnus Willfors
Authorized public accountant, Principal auditor

Mikael Lonn

position and results of operations. The financial sta-
tements of the Parent Company have been prepared
in accordance with generally accepted accounting
principles in Sweden and give a true and fair view of
the Parent Company's financial position and results of
operations.

The Administration Report of the Group and the parent
company provides a fair overview of the development

of the Group's and the parent company's operations,
position and results of operations and describes material
risks and uncertainties facing the parent company and
the companies included in the Group.

Lund, April 20, 2016

Kenth Petersson Lena Mirtensson Wernrud

Sofia Gétmar-Blomstedt
Authorized public accountant



STATEMENT OF COMPREHENSIVE INCOME

Parent Parent
Group company Group company
(SEK) Note 2015 2015 2014 2014
Net sales 2.3 13,268,501 10,719,730 8,252,064 8,158,621
Other operating income 4 9,254,739 10,805,413 1,781,713 3,846,480
Raw materials and consumables -2,459,156 -1,959,536 -3,430,130 -1,506,162
Other external expenses 5.6 -21,493,276 -18,521,424 -12,582,561 -11,261,548
Personnel costs 7 -13,345,938 -13,325,003 -13,185,543 -12,962,595
Depreciation, amortization and impairment of plant,
property, and equipment
and intangible assets 8 -5,049,258 -4,875,811 -1,274,323 -1,085,400
Other operating expenses 0 -8,996 -32,384 -32,384
Total operating expenses -42,.347,628 -38,690,770 -30,504,941 -26,848,089
Operating loss -19,824,388 -17,165,627 -20,471,164 -14,842,988
Profit/loss on financial investments
Impairment of participations in subsidiaries 13 0 -2,804,906 0 -5,600,000
Interest income 378 167 156,506 155,957
Interest expense -34,086 -30,012 -16,005 -1,495
Profit/loss before tax -19,858,096 -20,000,378 -20,330,663 -20,288,526
Tax on profit/loss for the year -47,527 0 0 0
Deferred tax on loss for the year 9 0 0 -1,718,000 -1,718,000
LOSS FOR THE YEAR -19,905,623 -20,000,378 -22,048,663 -22,006,526
Other comprehensive income -22,766 0 0 0
oAk COMPREHENSIVE INCOME FOR THE 19,028,380  -20,000,378 -22,048,663 -22,006,526
Total comprehensive income for the year attributable
to
parent company shareholders -19,928,389 -22,048,663
Basic earnings per share 10 -0.66 -1.02
Diluted earnings per share -0.66 -1.01
Average number of shares excl. warrants 30,064,155 21,538,104
Average number of shares incl. warrants 30,265,965 21,796,854



BALANCE SHEET

Group Parent Group Parent
company company
2015 2015 2014 2014
(SEK) Note Dec. 31 Dec. 31 Dec. 31 Dec. 31
ASSETS
Noncurrent assets
Intangible assets 11
Patents and licenses 2,621,520 2,621,520 5,434,083 2,568,269
Total intangible assets 2,621,520 2,621,520 5,434,083 2,568,269
Property, plant and equipment 12
Equipment, tools and installations 1,756,462 1,567,331 2,307,171 1,907,912
Total property, plant and equipment 1,756,462 1,567,331 2,307,171 1,907,912
Financial assets
Participations in Group companies 13 0 100,009 0 100,000
Receivables from Group companies 0 0 0 3,150,154
Deferred tax assets 14 1,718,000 1,718,000 1,718,000 1,718,000
Total financial assets 1,718,000 1,818,009 1,718,000 4,968,154
Total noncurrent assets 6,095,982 6,006,860 9,459,254 9,444,335
Current assets
Inventories
Raw materials and consumables 960,435 960,435 865,420 843,311
Total inventories 960,435 960,435 865,420 843,311
Current receivables
Accounts receivable 2,270,814 704,665 1,879,152 1,879,152
Receivables from Group companies 0 1,747,057 0 0
Other receivables 15 452,445 449,557 538,664 193,659
Prepaid expenses and accrued income 16 5,082,120 4,923,072 1,131,250 1,098,068
Total current receivables 7,805,379 7,824,351 3,549,066 3,170,879
Current investments 0 0 5,000,000 5,000,000
Cash and cash equivalents 17 2,052,460 1,193,850 688,752 614,099
Total current assets 10,818,274 9,978,636 10,103,238 9,628,289
TOTAL ASSETS 16,914,256 15,985,496 19,562,492 19,072,624




BALANCE SHEET

Group Parent Group Parent
company company
2015 2015 2014 2014
(SEK) Note Dec. 31 Dec. 31 Dec. 31 Dec. 31
EQUITY AND LIABILITIES
Equity
Share capital 18 9,215,694 9,215,694 8,738,261 8,738,261
Not yet registered share capital 0 0 0 0
Additional contributed capital 126,719,786 0 132,898,050 0
Statutory reserve 0 5,839,779 0 12,018,043
Total restricted equity 135,935,480 15,055,473 141,636,311 20,756,304
Share premium reserve 0 132,113,734 0 121,701,020
Accumulated loss -107,185,116 -118,424,172 -105,004,278 -105,872,758
Profit/loss for the year -19,928,389 -20,000,378 -22,048,663 -22,006,526
Total non-restricted equity -127,113,505 -6,310,816  -127,052,941 -6,178,264
Total equity attributable to
parent company shareholders 8,821,975 8,744,657 14,583,370 14,578,040
Noncurrent liabilities
Liabilities to credit institutions 19 134,776 0 180,282 0
Total noncurrent liabilities 134,776 0 180,282 0
Current liabilities
Accounts payable 945,112 945,112 986,269 930,714
Liabilities to credit institutions 19 45,506 0 45,506 0
Other liabilities 2,367,189 2,291,002 289,235 289,235
Accrued expenses and deferred income 20 4,599,698 4,004,725 3,477,830 3,274,635
Total current liabilities 7,957,505 7,240,839 4,798,840 4,494,584
TOTAL EQUITY AND LIABILITIES 16,914,256 15,985,496 19,562,492 19,072,624
MEMORANDUM ITEMS
Pledged assets None None None None
Contingent liabilities None None None None



STATEMENT OF CASH FLOWS

Group Parent Group Parent
company company

(SEK) Note 2015 2015 2014 2014
Operating activities
Operating profit/loss -19,824,388 -17,165,627 -20,471,164 -14,842,988
Adjustment for items not affecting cash flow 21 5,025,956 4,875,811 1,274,323 1,085,400
Change in working capital 22 -1,285,161 -277,284 -3,135,995 -2,604,532
Interest received 378 167 156,506 155,957
Interest paid -34,086 -30,012 -16,005 -1,495
Cash flow from operating activities -16,117,301 -12,596,945 -22,192,335 -16,207,658
Investing activities
Contribution to subsidiary 0 -5,132,236 0 -6,782,037
Acquisition of subsidiaries 0 -9 0 0
C\vci:lﬁl;iii:t.ion of concessions, patents, licenses, good- -1,496,753 -564,737 -1,802,875 -1,072,380
Acquisition of property, plant and equipment -189,233 -293,317 -1,240,381 -912,992
Acquisition of short-term investment 5,000,000 5,000,000 -2,000,000 -2,000,000
Cash flow from investing activities 3,314,014 -990,299 -5,043,256 -10,767,409
Financing activities
Rights issue for the year 14,166,995 14,166,995 27,218,129 27,218,129
New loans 0 0 225,788 0
Cash flow from financing activities 14,166,995 14,166,995 27,443,917 27,218,129
Total cash flow after
financing activities 1,363,708 579,751 208,326 243,062
Cash and cash equivalents, January 1 688,752 614,099 480,426 371,037
Exchange rate difference in cash and cash equiva-
lents
Cash and cash equivalents, December 31 2,052,460 1,193,850 688,752 614,099




CHANGES IN EQUITY

GROUP
Not yet reg. Additional Total
Share Share contributed Accumula- Loss for the sharehol-
(SEK) capital capital capital ted loss year ders’ equity

Opening balance

6,312,303 2,104,101 129,672,912  -89,151,765 -15,852,513 33,085,038
per January 1, 2014

Appropriation of profits as

resolved by AGM -15,852,513 15,852,513 0
Rights issue 2,425,958 -2,104,101 3,438,536 3,760,393
Issue costs -213,398 -213,398

Total comprehensive income
for the year

December 31, 2014 8,738,261 0 132,898,050 -105,004,278 -22,048,663 14,583,370

-22,048,663  -22,048,663

Appropriation of profits

as resolved by AGM -22,048,663 22,048,663 0
Rights issues 3,754,281 11,262,842 15,017,123
Issue costs -850,129 -850,129
Reduction of share capital -3,276,848 3,276,848 0
Reversal of statutory reserve -6,178,264 6,178,264 0

Total comprehensive income

-19,928,389  -19,928,389
for the year

Closing balance per

December 31, 2015 9,215,694 0 126,719,786 -107,185,116 -19,928,389 8,821,975
PARENT COMPANY
Not yet Share Total
Share reg.Share  Statutory premium Accumula- Loss for the sharehol-
(SEK) capital capital reserve reserve ted loss year ders’ equity

Opening balance

6,312,303 2,104,101 12,018,043 118,475,882 -90,196,817 -15,675,941 33,037,571
per January 1, 2014

Appropriation of profits

as resolved by AGM -15,675,941 15,675,941 0
Rights issue 2,425,958 -2,104,101 3,438,536 3,760,393
Issue costs -213,398 -213,398

Total comprehensive in-

-22,006,526  -22,006,526
come for the year

Closing balance per

December 31, 2014 8,738,261 0 12,018,043 121,701,020 -105,872,758 -22,006,526 14,578,040
Appropriation of profits ~
as resolved by AGM 22,006,526 22,006,526 0
Rights issue 3,754,281 11,262,842 15,017,123
Issue costs -850,128 -850,128
Reduction of share -3,276,848 3,276,848 0
capital
Reversal of

-6,178,264 6,178,264 0

statutory reserve

Total comprehensive in-

-20,000,378  -20,000,378
come for the year

Closing balance per

December 31, 2015 9,215,694 0 5,839,779 132,113,734 -118,424,172 -20,000,378 8,744,657

The Company has not paid or proposed any dividend.




NOTE 1 ACCOUNTING POLICIES

GENERAL INFORMATION

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

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

period January 1 - December 31 for income statement items and Decem-
ber 31 for balance sheet items. Assets and liabilities are recognized at cost.
Investments in Group companies are measured at cost. In cases where the
carrying amount of the investment exceeds the recoverable amount (see

section below on “Impairment losses”) an impairment loss is recognized.

New standards and interpretations not yet
adopted by the Group

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

IFRS 15 replaces IAS 18 “Revenue” and IAS 11 “Construction contracts” and
related SICs and IFRICs. IFRS 15 enters into force on January 1, 2018. Early
adoption is permitted. The Group has not yet assessed the impact of the
introduction of the standard.

None of the other IFRS and IFRIC interpretations that have not yet entered
into force are expected to have a material impact on the Group.

KEY ESTIMATES AND ASSESSMENTS

The preparation of financial statements in accordance with IFRS requires
management to perform estimates and assumptions that affect the income
statement, balance sheet and other disclosures. Assumptions, assessments and
estimates are reviewed on a regular basis. The actual outcome may diverge from
these assumptions, assessments and estimates. The Board and executive mana-
gement regularly assess the deferred tax and intangible assets Valuation of loss
carryforwards and the Company’s ability to utilize unused tax losses is based
on the assumption that future taxable profit will be generated by the company
in the foreseeable future. The valuation of intangible assets is reviewed at least




annually or more frequently if there are indications that an impairment may
have occurred. Expenditure on development activities, whereby the research
results or other knowledge is applied to accomplish new products, is recognized
as an asset in the balance sheet, to the extent it is expected to provide future
economic benefits.

CONSOLIDATED ACCOUNTS

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

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

by the Group.

FOREIGN CURRENCIES

Functional currency

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

REVENUE RECOGNITION

Consolidated net sales consist of sales of reagents and services for characteriza-
tion of biologics. Income is recognized in the income statement provided that
all significant risks and rewards related to owning the goods have been trans-
ferred to the customer. Revenues for services are recognized in the income state-
ment when the assignment is completed. Sales are carried net of

VAT and discounts.



In the future, Genovis may license out its technology; in 2015 the Company
did not have any license revenues. Financial income consists of interest income
on bank deposits. Interest income is recognized as financial income and is not

included in operating income.

GOVERNMENT GRANTS

Government grants are recognized at fair value when there is reasonable as-
surance that the grant will be received and the conditions attached to the grant
will be fulfilled. Government grants relating to costs are recognized in profit or
loss. The income is recognized in the same period as the costs that the grants
are intended to compensate. Government grants relating to the purchase of
assets reduce the carrying value of the asset. Grants affect recognized earnings
over the asset's useful life by reducing depreciation.

LEASES

Operating leases

A lease is classified as an operating lease when it does not transfer substantially
all the risks and rewards incidental to ownership. For operating leases, lease
payments are expensed in the income statement over the lease term starting
from initial use, which may differ from what is actually paid for leasing during
the year.

Financial leasing
The Group has no financial leasing contracts.

CLASSIFICATION OF ASSETS AND LIABILITIES

Noncurrent assets consist of amounts expected to be recovered or paid more
than twelve months after the balance sheet date. Current assets and liabilities
consist of amounts that are expected to be recovered or paid within twelve
months of the balance sheet date.

INTANGIBLE ASSETS

Product development

Research costs are expensed as incurred. Under Genovis” application of IAS 38,
expenditures are reported as assets only when a new product or a new product
application has reached such a degree of development that it is entering into an
industrialization process — equivalent to being intended to be launched as an
independent product or as an integrated part of an existing product. Up until
that point, all such expenditures are expensed on a running basis. Development
expenditures that previously have been expensed are not carried forward in

the subsequent period. Depreciation plans are initiated in connection with the
commercialization of the various products. The cost for internally generated
intangible assets includes all expenditures that can be directly attributed to

the asset. This mainly refers to salaries and other employment-related costs of
personnel directly involved with the development of the product or application,
as well as for external services.

Patents

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




Intangible assets are amortized over their estimated useful lives as follows:
Patents 10 years

PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment, consisting of laboratory equipment, other
equipment and computer equipment, are reported at cost less accumulated
depreciation. Depreciation is based on the cost, useful life and possible residual
value of the assets. The residual values and useful lives of the assets are reviewed
on each balance sheet date and adjusted if necessary. Gains and losses on dives-
titures are determined by comparing

proceeds with carrying amount and recognized through profit or loss.

Property, plant, and equipment are depreciated over the estimated useful
life of the assets, based on cost as follows.

Laboratory equipment 10 years

Computer equipment 3 years

Other equipment 5 years

IMPAIRMENT LOSSES

Assets are tested for impairment whenever events or changes in circumstances
indicate that the carrying value may not be recoverable. The amount by which
the carrying amount of the asset exceeds its recoverable amount is then recogni-
zed as an impairment loss, which is the higher of net realizable value and value
in use. When calculating value in use, future cash flows are discounted using a
discount rate that reflects the current market view of risk-free interest and risk
specific to the asset. Recoverable value of intangible assets with indefinite useful
lives and intangible assets not yet ready for use is calculated annually.

INVENTORIES

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

FINANCIAL INSTRUMENTS

The Group does not hold any derivatives at this time. The group’s financial
instruments consist primarily of accounts receivable, cash and cash equiva-
lents, and accounts payable.

Accounts receivable

Accounts receivable are amounts due from customers for goods sold or services
rendered in the ordinary course of business. They are included in current assets,
except for items with maturities greater than 12 months after the reporting
date, which are classified as noncurrent assets.

Accounts receivable are reported at the amount expected to be recei-

ved less doubtful receivables, assessed on an individual basis. Accounts
receivable are recognized initially at fair value and in subsequent periods
measured at amortized cost. The expected maturity of accounts receivable
is short, so they are recognized at their non-discounted nominal value.
Impairments, if any, on accounts receivable are reported under operating

expenses.



Cash and cash equivalents
Cash and cash equivalents on the balance sheet consist of cash and short-term
investments with banks.

Accounts payable

Accounts payable are reported at the amount the Company plans to pay to the
supplier in order to settle the debt. Accounts payable are recognized initially
at fair value and subsequently measured at amortized cost using the effective
interest method.

REMUNERATION TO EMPLOYEES

Pensions

All employees of the parent are covered by a pension plan. The pension plan is
administered by Skandia or Collectum, depending on the date that employ-
ment began, and is classified as a defined contribution pension plan. In a defi-
ned contribution plan, fixed payments are made to a separate entity, after which
there are no legal or formal obligations to pay additional fees. Contributions for
pension insurance with Skandia or Collectum are recognized as an expense in
the income statement as incurred.

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 recognized against equity are reported against
equity. The Group uses the balance sheet method to calculate deferred
tax assets and liabilities. Under the balance sheet method, the calculation
is based on tax rates as of the balance sheet date as applied to temporary
differences between the reported and tax value of an asset or liability, as
well as tax loss carryforwards. Reported income taxes only include defer-
red tax as the Group does not report tax profits. Deferred tax assets are
recognized to the extent that it is probable that future taxable profit will
be available against which the temporary differences can be utilized.

SEGMENT REPORTING

A segment is a distinguishable component of the Group that either provides
products or services within a particular economic environment and that is
subject to risks and opportunities that are different from other segments. Ope-
rating segments are reported in a manner consistent with the internal reporting
provided to the chief operating decision maker. At Genovis this function has
been identified as the Group’s CEO. Corporate management has determined
that Genovis” business consists of only one operating segment, which is used
to take strategic decisions. Corporate management assesses the business from a
product perspective, where the operating segment comprises unique enzymes
that facilitate development and quality control of biological drugs.

STATEMENT OF CASH FLOWS

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

EARNINGS PER SHARE

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




NOTE 2 NET SALES

Sales are based on a measure called net sales, which excludes revenues that are
not attributable to sales of products and services. Genovis’ business operations
encompass only one operating segment, development and marketing of reagents
and services for medical research and reference is made to the income state-
ments and balance sheets concerning primary segment reporting. No informa-
tion is available about revenues from each product and service since Genovis
has only one operating segment that comprises a group of similar products and
services and the cost of producing the information would be unreasonable. The
information presented relating to revenues, assets and investments refers to the

specified geographic area.

Parent Parent
Revenue G;();:g G;%:g company company
2015 2014
Sweden 151,753 334,140 151,753 263,840
Europe 4,013,249 2,800,779 3,928,670 2,791,567
North America 8,479,487 4,840,931 6,015,295 4,827,000
Other countries 624,012 276,214 624,012 276,214
Total 13,268,501 8,252,064 10,719,730 8,158,621
Assets
Sweden 16,914,256 19,562,492 15,985,496 19,072,624
Total 16,914,256 19,562,492 15,985,496 19,072,624
Investments
Sweden 1,685,986 3,043,256 858,054 1,985,372
Total 1,685,986 3,043,256 858,054 1,985,372

NOTE 3 RELATED PARTY TRANSACTIONS

Genovis has purchased analysis services from Redeye for a total of SEK 405k
during the period. Genovis board member and principal owner Mikael Lonn,
who holds a 22.59 percent stake in Genovis, owns 19.25 percent of the shares in
Redeye, for which Mikael Lénn is also a board member. A guarantee fee of
SEK 263,175 was paid to Mikael Lonn and relates to the guarantee entered
into in connection with the rights issue with subscription period May 18 to
June 1, 2015. In addition, Genovis paid interest to Mikael Lénn totaling SEK
25,767. The loan provided bridging financing at an interest rate of 5.5 per-
cent and was repaid in 2015. In addition, in December 2015 Genovis raised
loans from directors Mikael Lénn and Kenth Petersson totaling

SEK 2 million at an interest rate of 5.5 percent.




NOTE 4 - OTHER REVENUE

Grants received relate to research support from VINNOVA. The project plan
was followed in 2015 and the final report will be submitted in 2016. Person-
nel hired refers to personnel hired by the subsidiary GeccoDots AB from the

parent.

Parent Parent
Group Group company company
2015 2014 2015 2014
Exchange gains 67,029 474,816 0 476,891
Grants received 480,000 1,306,800 480,000 481,800
Personnel hired, 0 0 1,617,703 2,887,692

intra-Group
Insurance reimburse- 8,707,582 0 8,707,582 0

ment

Other 128 97 128 97
Total 9,254,739 1,781,713 10,805,413 3,846,480

NOTE 5 FEES FOR AUDITORS

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

Group Growp Ry
2015 2014 2015 2014

PwC
Audit assignments 171,300 200,000 156,300 185,000
Non-audit assignments 0 0 0 0
Tax services 6,500 900 6,500 900
Other services 130,000 265,090 130,000 265,090

Total 307,800 465,990 292,800 450,990




NOTE 6 - OPERATING LEASES AND RENT

Rent for premises relates to premises occupied by the parent company and the
subsidiaries Genovis Inc. and GeccoDots. Both the parent and subsidiary com-
panies have a 9-month period of notice; in the event of eatly termination of the
contract prior to the expiration date of Sept. 30, 2018, the remaining amount of
the cost of rent shall be paid to the landlord. Genovis Inc. has a lease that runs
until March 31, 2018.

Grou Grou Parent Parent

Cost for the year 20 12 20 12 company company
2015 2014
Car leases 0 0 72,772 60,606
Rent for premises 2,083,930 1,619,924 1,590,730 1,406,763
Total 2,083,930 1,619,924 1,663,502 1,467,369
Futu!'e payment obligations, Group Parent company
nominal value
Car leases
Within 1 year 0 0 46,668 46,668
Between 1 and 5 years 0 0 11,667 58,335
More than 5 years 0 0 0 0
Rent for premises
Within 1 year 1,796,532 1,877,792 1,766,292 1,524,807
Between 1 and 5 years 37,800 0 0 0
More than 5 years 0 0 0 0
Total 1,834,332 1,877,792 1,824,627 1,629,810
NOTE 7 PERSONNEL

Average number of Group Group cori?:f:; co:‘:::;
employees 2015 2014 2015 2014
Total 14 14 14 14
Women 10 10 10 10
Salaries and remunera-
tion:
Board and CEO 2,077,431 1,751,102 2,077,431 1,601,102
Other senior 299,572 860,444 299,572 860,444
executives
Other employees 6,559,546 6,073,422 6,559,546 6,073,422
Total salaries 8,936,549 8,684,968 8,936,549 8,534,968
Social security charges 2,475,455 2,490,658 2,475,455 2,443,528
Pension costs, CEO 661,329 551,128 661,329 551,128
Pension costs, other 67,846 205205 67,846 205,205

senior executives

*Senior executive refers to the person who together with the CEO comprised executive management
during the period Jan. 1, 2015-May 5, 2015 and consisted of one man and one woman during that
period. Subsequently executive management consisted solely of the CEO, a man. There are no pension
terms and conditions other than the customary.




Pension costs, other

909,754 909,754 909,754 909,754
employees
Total social security
charges and pension 4,114,384 4,156,745 4,114,384 4,109,615
costs
Other personnel costs 295,005 343,830 274,070 318,012
Total 13,345,938 13,185,543 13,325,003 12,962,595

Remuneration and other benefits for the Board, CEO and senior
executives

ey P o
Chairman of the Board 150,000 0 150,000
Other Board members 300,000 0 300,000
Chief Executive Officer 1,852,431 532,214 2,384,645
Other senior executives* 299,572 54,600 354,172
Total 2,602,003 586,814 3,188,817

In 2015 the Board was composed of 3 men and 2 women. In 2014 the Board
was composed of 4 men and 1 woman.

REMUNERATION GUIDELINES FOR
SENIOR EXECUTIVES AS RESOLVED AT THE 2015 ANNUAL
GENERAL MEETING

Fixed remuneration policy

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

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

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

such incentive programs.

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

Termination and severance pay

For the CEO the notice period is 12 months for the Company and 6 months
for the individual. 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 offered
12 months of severance pay.

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




NOTE 8 DEPRECIATION, AMORTISATION
AND IMPAIRMENT

Parent Parent

Group Group company company

2015 2014 2015 2014

Amortization patent, 578,889  -530,840 511,486  -448,880
brands and licenses

Amortization equipment, 739 945 _743 483 633898  -636,520
tool and installations

Impairment patents, -3,730,427 0 -3730427 0
brands and licenses

Total -5,040,258 -1,274,323  -4875811  -1,085,400

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 company’s unused tax loss carryforwards. The deferred tax asset
in the parent as at Dec. 31, 2015, is SEK 1,718k (1,718k) corresponding to a loss
carryforward of SEK 7,809k. The Company's unutilized loss carryforward as

at Dec. 31, 2015 amounts to SEK 146m (129m). Tax on reported loss has been
calculated at 22 (22) percent.

Parent Parent
Group 2015 Group 2014 company company
2015 2014

Reported loss
before tax

Tax at nominal tax rate -4,368,781 -4,472,746 -4,400,083 -4,463,476

-19,858,096 -20,330,663 -20,000,378 -20,288,526

Tax effect from non-

deductible items 650,838 1,236,116 649,882 1,235,956

Tax effect of tax assets
that are 3,670,416 3,236,630 3,750,201 3,227,520
not assigned a value

Tax on reported loss -47,527 0 0 0

Reversal of deferred tax

due to loss for tax 0 -1,718,000 0 -1,718,000
purposes
Deferred tax 0 -1,718,000 0 -1,718,000

NOTE 10 EARNINGS PER SHARE

Basic earnings per share is calculated as net income attributable to the share-
holders of the parent in relation to the weighted average number of outstanding
shares during the period.

Group Group

2015 2014

Loss for the year, SEK -19,928,389 -22,048,663
Weighted average number of outstanding shares 30,064,155 21,538,104
Number of shares at year-end 36,862,775 21,845,652

Basic earnings per share, SEK -0.66 -1.02




NOTE 11 - INTANGIBLE ASSETS

Capitalized develop- Grou Parent Parent

mer:1t costs P Group 2015 2012 company company
2015 2014

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

Disposals -5,909,642 0 -5,909,642 0

Closing 0 5,909,642 0 5,900,642

cost

Opening accumulated -376,000  -376,000 -376,000  -376,000

depreciation/amortization

Disposals 376,000 0 376,000 0

Closing accumulated

depreciation/amortiza- 0 -376,000 0 -376,000

tion

Opening accumulated -5,533,642 -5533,642  -5533,642  -5533,642

impairment

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

Closing accumulated 0 -5533,642 0 -5533642

impairment

Carrying amount 0 0 0 0

Grou Grou Parent Parent

Patents and licenses 20 12 20 12 company company
2015 2014

Opening cost 10,714,020 8,911,145 4,957,057 3,884,677

Sold/disposed of -6,838,264 0 -3879,712 0

during the year

Acquisition/capitalization 1,496,752 1,802,875 4,295,163 1,072,380

gc"‘;f'"g 5,372,508 10,714,020 5,372,508 4,957,057

Opening accumulated -3,806,575  -3,275,735 -915,426 -466,546

depreciation/amortization

Disposals 1,634,475 0 -1,324,077 0

Depreciation/amortization 575 859 530840 ~ -511,486  -448,880

for the year

Closing accumulated

depreciation/amortiza- 2,750,989 -3,806,575 -2,750,989 -915,426

tion

Opening accumulated 1,473,362 -1,473,362  -1,473,362  -1,473,362

impairment

Disposals 1,473,362 0 1,473,362 0

Closing accumulated 0 -1,473,362 0 -1,473362

impairment

Carrying amount 2,621,519 5,434,083 2,621,519 2,568,269




NOTE 12 - PROPERTY, PLANT AND EQUIPMENT

Equipment, tools and Grou Parent Parent
in(;tarl)lation,s Group 2015 2012 company company

2015 2014
Co(f;"'”g 6,506,856 5,266,475 5,964,264 5,051,272
Purchases 189,233 1,240,381 293,317 912,992
g')‘:'“g 6,696,080 6,506,856 6,257,581 5,064,264

Opening accumulated

S L -4,199,685 -3,456,202 -4,056,352 -3,419,832
depreciation/amortization

Depreciation/amortization

-739,942 -743,483 -633,898 -636,520
for the year
Closing accumulated
depreciation/amortiza- -4,939,627 -4,199,685 -4,690,250 -4,056,352
tion
Carrying amount 1,756,462 2,307,171 1,567,331 1,907,912

NOTE 13 - PARTICIPATIONS IN GROUP COMPANIES

Parent company Parent company

2015 2014
Opening cost 19,672,948 14,072,948
Acquisitions for the year 9 0
Forgiven receivable 504,906 0
Shareholders’ contributions for the year 2,300,000 5,600,000
Closing accumulated cost 22,477,863 19,672,948
Opening accumulated impairment -19,572,948 -13,972,948
Impairment for the year -2,804,906 -5,600,000
Closing accumulated impairment -22,377,854 19,572,048
losses
Carrying amount 100,009 100,000
Name Re_gistered Company Shar_e- H_ol- Carrying

office reg. no. holding dings amount

Genovis Inc. Delaware, USA 100% 1,000 9
GeccoDots AB  Malmd 556779-7286 100% 1,000 100,000

NOTE 14 - DEFERRED TAX ASSET/LIABILITY

The Company reports a deferred tax asset relating to unused tax loss carryfor-
wards; the deferred tax asset arises from the parent. The Group’s deferred tax
assets at the end of the period amounted to SEK 1,718k (1,718k), equivalent to
a loss carryforward of about SEK 7.8 million. Deferred tax assets are recognized
in the balance sheet only to the portion of value that can probably be utilized in
the foreseeable future. The Group’s total tax loss amounts to SEK 146 million.

Parent Parent
Group Group company company
2015 2014 2015 2014

Tax loss carryforwards in
Sweden

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

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




NOTE 15 OTHER RECEIVABLES

Grou Grou Parent Parent

Balance, December 31 20 1'; 20 12 company company
2015 2014

Recoverable VAT 452,248 533,831 449,482 189,277
Other 197 4,833 75 4,382
Total 452,445 538,664 449,557 193,659

NOTE 16 PREPAID EXPENSES AND

ACCRUED INCOME

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

include only bank deposits.

Group Group Parent Parent company
2015 2014 company 2015 2014
Trade shows/ 240,224 0 73,260 0
conferences
License fee sales 202,354 167,706 202,354 167,706
support system
Insurance 465,049 347,467 465,049 341,775
Rent 441,573 464,507 441,573 381,512
Insurance 3,500,000 0 3,500,000 0
reimbursement
Other items 232,920 151,570 240,836 207,075
Total 5,082,120 1,131,250 4,923,072 1,098,068

NOTE 17 CASH AND CASH EQUIVALENTS

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

include the following:

Group Group Parent Parent

Balance, December 31 2015 2014 company company
2015 2014

Bank deposits 2,052,460 688,752 1,193,850 614,099
Total 2,052,460 688,752 1,193,850 614,099

NOTE 18 SHARES

Holdings ?,:?:Z Shares
As at December 31, 2014 0.40 21,845,652
Rights issue registered June 12, 2015 0.25 13,960,594
Rights issue registered June 29, 2015 0.25 603,174
Rights issue registered July 10, 2015 0.25 453,355
As at December 31, 2015 0.25 36,862,775




NOTE 19 LIABILITIES TO CREDIT INSTITUTIONS

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

estimated future lease payments.

Parent Parent
Group 2015 Group 2014 company company
2015 2014
Noncurrent interest-bearing liabilities
Maturity between 1 and 134,776 180,282 0 0
5 years
Total 134,776 180,282 0 0
Current interest-bearing liabilities
Maturity within 1 year 45,506 45,506 0 0
Total 45,506 45,506 0 0

NOTE 20 - ACCRUED EXPENSES AND

DEFERRED INCOME

Royalties relate to acquisition of patent rights for [gGZERO (EndoS) and
GlycINATOR (EndoS2). The patent gives the inventors the right to royalties
on Genovis’ patent-related sales during the term of the patent.

Parent Parent

Group Group company company

2015 2014 2015 2014

Accrued payroll related 2,027,288 2,102,486 2,027,288 2,102,486

expenses

Royalties 58,258 48,985 58,258 48,985

Legal expenses 1,392,000 0 1,392,000 0

Grants 206,743 89,143 206,743 189,143

Other items 915,409 1,237,216 320,436 934,021

Total 4,599,698 3,477,830 4,004,725 3,274,635
NOTE 21 ITEMS NOT AFFECTING CASH FLOW

Parent Parent

Group Group company company

2015 2014 2015 2014

E;ﬁ’rec'am”/ Amortiza- 1,318,831 1,274,323 1,145,384 1,085,400

Currency differential -23,302 0 0 0

Impairment losses 3,730,427 0 3,730,427 0

Total 5,025,956 1,274,323 4,875,811 1,085,400



NOTE 22 CHANGE IN WORKING CAPITAL

Parent Parent

Group Group company company

2015 2014 o P

Inventories 95,015  -380,919 117,124 -382,020
Accounts receivable and _, »5g 343 854,691 -2,906,415 626,740

other receivables

Accounts payable and

3,066,167 -3,609,767 2,746,255 -2,849,252
other payables

Total -1,285,161  -3,135,995 -277,284  -2,604,532

NOTE 23 FAIR VALUE OF FINANCIAL
INSTRUMENTS IN THE GROUP

Genovis has no holdings of securities or similar assets and therefore does not
have any related measurement issues. Genovis has not had any financial deri-
vatives or forward contracts during the year. Other financial instruments (pri-
marily accounts receivable and accounts payable) are recognized in accordance
with the trade date principle. Receivables are entered at the amounts by which
they are expected to be paid, afterindividual assessment. The item short-term
investments consist of investments in a fixed interest account in a bank with a
maturity of 3-6 months. Operating liabilities are recognized at cost.

Carrying amount Fair value
Financial assets
Accounts receivable 2,270,814 2,270,814
Other receivables 5,534,565 5,534,565
Cash and cash equivalents 2,052,460 2,052,460
Financial liabilities
Noncurrent liabilities to credit institutions 134,776 134,776
Accounts payable 945,112 945,112
Other liabilities 7,012,393 7,012,393

As of December 31, 2015, accounts receivables of SEK 1,291k were past due,
though without any impairment considered necessary. The overdue receivables
relate to a number of customers who have not previously had any difficulties
paying. Below is an age analysis of these trade receivables:

2015
Less than 3 months 865,868
3 to 6 months 425,326

Total overdue 1,291,194




NOTE 24 POST-BALANCE SHEET EVENTS

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

Genovis launched a new enzyme, GingisREX, and is now focusing on custo-
mers throughout the proteomics market. The products that Genovis has
launched to date have solely been used for modification of antibodies, while
GingisREX can be used for proteins in general.

NOTE 25 RISK FACTORS

A number of factors beyond the control of the Company may affect its profits
and financial position, together with several factors whose effects

can be influenced by the actions of the Company. The risk factors listed below
do not claim to be complete, nor are they ranked in order of significance.

OPERATING RISKS

Technology-related risks

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

Market

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

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

Production-related risk

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

Key personnel

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

Patents and intellectual property

It is important for the company to protect its technology through patents and
other intellectual property rights and thus retain its technological lead. The
company has a patent strategy aimed at protecting the most important parts of
the technology.



However, it cannot be guaranteed that Genovis will be able to protect the
patents and pending patent applications that have been granted. There is also

a risk that new technologies will be developed that will circumvent or replace
the company’s patents. The company believes today that its own technology
does not infringe upon the intellectual property rights of other companies.
Nevertheless, there are no guarantees that the patents granted to the Company
will not be considered an infringement of another party’s patents or other intel-
lectual property.

Distributors and dealers

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

FINANCIAL RISKS

Forecast uncertainty

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

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

Credit risk

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

Interest risk

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

Liquidity risk

Liquidity risk consists of the risk that the Group cannot obtain funds to meet
its obligations. Consolidated cash and cash equivalents including short-term
investments amounted to SEK 2,052k (5,688k) at year-end. The available
working capital is not sufficient to run the Company over the upcoming twelve-
month period. The Board of Directors believes it is possible to raise the capital
required in addition to the expected revenues through the rights issue approved
by the Board, subject to approval at the Annual General Meeting. The rights
issue is fully guaranteed by written subscription agreements and guarantees.

Cash flow risk

Company management is aware of the importance of minimizing tied up
capital, including in inventory and accounts receivable. In the run-up to the an-
ticipated increase in activity in 2016, the Company will focus on maintaining a
desirable low level of tied up capital.




Auditors’ report

To the Annual Meeting of Shareholders of Genovis AB, company reg. no. 556574-5345

Report on the annual accounts
and consolidated accounts

‘We have audited the annual accounts and consolidated ac-
counts of Genovis AB (publ) for 2015. The annual accounts and
consolidated accounts are included in the printed version of this
document on pages 32-53.

Responsibilities of the Board of Directors and
Chief Executive Officer for the annual accounts
and consolidated accounts

The Board of Directors and the Chief Executive Officer are
responsible for the preparation and fair presentation of these
annual accounts in accordance with the Annual Accounts Act
and of the consolidated accounts in accordance with Internatio-
nal 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 Chief Executive Officer determine
is necessary to enable the preparation of annual accounts and
consolidated accounts that are free from material misstatement,
whether due to fraud or error.

Auditor’s responsibility

Odur responsibility is to express an opinion on these annual
accounts 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 requi-
rements and plan and perform the audit to obtain reasonable
assurance about whether the annual accounts and consolidated
accounts 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
accounts and consolidated accounts in order to design audit
procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the
Company’s internal control. An audit also includes evaluating
the appropriateness of accounting policies used and the reasona-
bleness 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 December 31, 2015 and of its financial performance and its
cash flows for the year then ended in accordance with the Annu-
al Accounts Act. The consolidated accounts have been prepared
in accordance with the Annual Accounts Act and present fairly,
in all material respects, the financial position of the Group as of
December 31, 2015 and of their financial performance and cash
flows for the year then ended 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 Share-
holders adopt the income statement and balance sheet for the
parent company and the Group.

Disclosure of particular importance

Without prejudice to our statement, we want to draw attention
to the annual report which shows that the liquidity of the Com-
pany is not deemed to be sufficient for operations in 2016 and
therefore the Board proposed a rights issue, subject to approval
by the Annual General Meeting. This suggests that there is a
substantial element of uncertainty that raises doubts about the
Company’s ability to continue operations.

Report on other legal and

regulatory requirements

In addition to our audit of the annual accounts and consolidated
accounts, we have also examined the proposed appropriations of
the Company’s profit or loss as well as the administration of the
Board of Directors and the Chief Executive Officer of Genovis
AB (publ) for the year 2015.

Responsibilities of the Board of Directors and the Chief
Executive Officer

The Board of Directors is responsible for the proposal for
appropriations of the company's profit or loss, and the Board
of Directors and the Chief Executive Officer are responsible for
administration under the Companies Act.

Auditor’s responsibility

Our responsibility is to express an opinion with reasonable as-
surance on the proposed appropriations of the company's profit
or loss and on the administration based on our audit. We con-
ducted the audit in accordance with generally accepted auditing
standards in Sweden.

As a basis for our opinion on the Board of Directors’ proposed
appropriations of the company’s profit or loss, we examined the
Board of Directors’ reasoned statement to assess 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 Chief Executive
Officer is liable to the Company. We also examined whether any
member of the Board of Directors or the Chief Executive Officer
has, in any other way, acted in contravention of the Companies
Act, the Annual 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 audit opinion.
Opinions

We recommend to the annual meeting of shareholders that the
loss be appropriated in accordance with the proposal in the sta-
tutory administration report and that the members of the Board
of Directors and the President be discharged from liability for
the financial year.

Malmé April 21, 2016
PricewaterhouseCoopers AB
Magnus Willfors Sofia Gétmar-Blomstedt

Authorized

public accountant Authorized public accountant.

Principal auditor



Glossary

Antibody
Y-shaped proteins used by the body's immune system
to detect and identify foreign substances such as
viruses, bacteria, or parasites. Intensive research is
being carried out on the use of antibodies as medica-
tions.

In vivo
Describes processes in living cells and tissues used in
scientific experiments and clinical trials, e.g. in mouse
models.

In vitro
Latin = within glass
Describes a process in a test tube in a laboratory environ-
ment.

Biomarker
A biomarker is a biological variable that reflects a
physiological change as a result of disease, drug
treatment, or impact of some other external factor.
Examples of biomarkers currently used in clinical
practice are insulin levels, prostate-specific antigen (PSA),
and cholesterol.

Biotechnology
Interdisciplinary science combining medicine,
technology, and biology, thereby transforming biologi-
cal findings into technological applications. Biotechno-
logy is usually divided into five areas: green (agricul-
ture), red (drug development), blue (aquatic
organisms), white (industry), and grey (waste treat-
ment). Also included is food science, especially
functional foods, and bioinformatics for biotechno-
logy. Closely related areas include biomaterials, medical
devices, and gene technology.
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Enzyme
Proteins that catalyze, thus increasing or decreasing
the speed of chemical reactions

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

Proteins
Proteins are the principal components of all living
things.

Recombinant protein
A protein that is produced in a bacterial or mammalian
cell via a gene sequence that is not normally naturally
occurring in order to produce larger quantities of a
commercial product such as enzymes, growth
hormones, and antibody-based drugs.
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