D G=NOVIS

2017 ANNUAL REPORT




© Genovis AB 2018
Design and production: LANGE LEVE Kommunikation AB. [www.langeleve.se]
Photo: Adam Haglund, Apeléga [www.apeloga.se]



Contents

The Genovis Group 2017 ...c.c.ooviiuciiiiniriiiiiriccieeeeeeee s 4
Message from the CEO ....ccovviiiioininieiiininiiecinieccneneicceneeeicenenen 6
OPCIAIONS ..ttt ettt ettt ettt st 8
7 questions for Genovis’ specialiSts .......cccovererererirrerecrinniecinenenenene 10
PrOAUCES vveveiiriiieieiete ettt 12
Other functions in the organization .........c.coeceeeervveecenneccnnenene. 14
Goal and Strategy ........ccoccuiiiiriiiiiiicccc e 16
Patents and trademarks .....c.cooveveuioinnieiinnicccc e 17
The Genovis share ......cccoeoivieineiiniicc e 18
FINANCIAL INFORMATION

Administration Report ..........cococeeerinieveinnieieirinnecenneeenenenenne 20
Corporate gOVEINANCE FEPOLT....iuiuirueuirieriiienieteieueseesesiere e 26
Genovis’ Board of DIFeCtors .......e.cueerrueueeinniereririnierereenenereeseneenenene 31
Chief Executive Officer Genovis AB.......cccccveineiinenniniinincccen, 32
Proposed appropriation of Profits ........ccccceevuevevccririerecrinnercrenennenenen. 33
Consolidated financial statements ............cccccveeneinenininneneenen. 34
INCOME STATEMENT. c..cuviuiiiiiiiiiiiciieiece e 34
Balance sheet ..o 35
Statement of cash HOWS ...c.c.evvvieieiininiicirnccccccc e 37
Statement of changes in equity ........coccveiririrciiiiiiiciiicccee 38
INOLES vttt ettt 40
Auditors' TEPOTT .......ccoovuiuiiiiiciiiicic s 58

Genovis 2017 Annual Report



The Genovis Group 2017

Genovis offers unique tools that contribute to the development of future therapies and
has applied its knowledge and imagination to become established as a natural partner
for companies in the industry. The Company operates globally and markets 11 enzymes
called SmartEnzymes™ that are available in different product formats, as well as
GlyCLICK™, a product for specific labeling of antibodies.

Our global presence

Genovis’ enzymes are in a market that covers the entire
life science and biotech supply industry. The Parent
Company in Lund handles sales in the European mar-
ket, as well as development, application and support,
production, marketing and sales, and administration.
North America is managed by the subsidiary Genovis
Inc., which is represented in both Cambridge, Mas-
sachusetts and San Diego, California. The San Diego
office handles orders, logistics and warechousing. In
Asia Genovis works both with direct sales and with

distributors who are familiar with the local market.

Sales

24000 -
Sales increased sharply in 2017 and were equally strong 22000
at the beginning and the end of the year. All product 20000
categories grew, new product launches resulted in 18 000
immediate sales and customers began using estab- 16 000
lished protein analysis products at an early clinical 14,000
phase. Consolidated net sales increased by 23 percent 12000
compared with 2016 and the revenue stream consisted 10000
of both new customers and repeat orders from more 8000
established customers. Sales were driven by increased 6000
demand in the entire industry where there is a need for
better and more reliable analytical methods regarding 2(3117 2?127 2%?7 2%147

both choice of antibody and the entire process leading

to a new drug. Sales 2017, rolling twelve months (SEK thousand)

Five Year Summary 2017 2016 2015 2014 2013
Net sales (SEK thousand) 22,867 18,542 13,268 8,252 8,912
Operating income (SEK thousand) (7,835) (14,770) (19,824) (20,463) (15,985)
Equity/assets ratio (%) 69 71 52 77 80
Acid test ratio (%) 237 224 124 195 420
Equity (SEK thousand) 18,188 15,545 8,822 14,583 33,085
Equity/share (SEK) 0.31 0.33 0.29 0.68 0.76
Number of employees 17 14 13 16 14
Dividend per share (SEK) 0 0 0 0 0

No. of shares at year-end 60,294,162 55,294,162 36,862,775 21,845,652 15,780,757




+23%

NET SALES

Product launches

In April 2017 Genovis initiated sales of GlyCLICK™, a
product for specific labeling of antibodies. GlyCLICK™
is the first of a series of products based on a technol-
ogy platform in which Genovis” unique GlycINATOR
enzyme is combined with SiteClick™ technology from
Life Technologies. The product will be marketed for
preclinical research, with the opportunity for several
potential clinical applications moving forward.

Genovis expanded its enzyme portfolio and launched
yet another unique enzyme for antibody analysis,
FabALACTICA™, which is a robust enzyme with
specific activity affecting IgG1 antibodies. The simpli-
fied protocol and unique specificity make FabALAC-
TICA appropriate to use for daily controls of antibody
products by Genovis’ existing and growing customer
base. Unlike other similar enzymes on the market,
FabALACTICA does not require additives, which sub-
stantially simplifies analysis and interpretation of data.

FabALACTICA is patent pending.

Development of new biological drugs and research for
better treatments for serious diseases require new tools.
Through close contact with customers, Genovis came
to understand that the field of O-glycan analysis poses
major challenges and has worked intensively to develop

+47 %

OPERATING PROFIT/LOSS

tools that can help researchers and the pharmaceutical
industry to understand O-glycans and provide quality
control using a better, more convenient method.

In May 2017 the Company launched three unique
enzymes for O-glycan analysis: OpeRATOR™ is a
unique protease that cleaves proteins at the exact site
of a certain type of glycan. OglyZOR™ and SialEXO™
have improved performance compared with other
similar enzymes on the market. Al enzyme products for
O-glycan analysis were developed in-house at Genovis and

are patent pending.

Agreements

Genovis signed distribution agreements with the Chi-
nese companies Beijing Zhongyuan Ltd. and Shanghai
Titan Scientific Ltd. for sales in the Chinese market,
as well as a distribution agreement with Allianz
Bioinnovation for the Indian market. As a result of
these agreements Genovis has expanded its presence

in some of the world’s largest and most exciting mar-
kets, China and India. Both the Chinese and Indian
biopharmaceuticals markets are undergoing strong
growth.

Directed share issue

Genovis carried out a directed share issue that raised
SEK 11.5 million for the Company before issue ex-
penses.

* Genovis has a license for SiteClick™ from Life Technologies Corporation. The SiteClick™ brand belongs to Life Technologies Corporation.
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Genovis delivers — commercial and scientifically

Looking back, 2017 was yet another eventiul year for Genovis. During the year we
continued to launch unique new products at a rapid pace, while we also established a
presence in some of the most attractive markets in the world. In addition, we can now see
that our products are used throughout the value chain, from discovery all the way to quality
control of drugs in clinical phase trials. Our sales have never been higher. Sales growth

for the Tull year was 23 percent., Our gross margin continues to be high and stable, while
our operating result has significantly improved. This achievement clearly confirms that our
business model delivers. Genovis is therefore now positioned as a leading innovator of
enzyme-based solutions for development of tomorrow's medications.

A long-term and sustainable business
Genovis’ business model has a long-term and sustainable
focus based on two primary strategies that together

are the drivers of our success — continuing to launch
unique new products, thereby growing the product
portfolio, and deliberately working to encourage
customers to use our products in several stages farther
along on the drug development value chain.

We will therefore continue to be creative and develop
unique new high-value products for our customers. The
new products are mainly aimed at customers who work
in the discovery phase or in preclinical development. In
this phase most of our customers are both curious and
willing to test new analytical methods to address the
clear needs and challenges related to analyzing biologi-
cal drugs. As a result we often rapidly achieve sales of
the newly launched products, which is a clear stamp
of quality demonstrating that we contribute innovation
to the drug development process. We also work on
introducing our existing products to customers in other
parts of the value chain, especially in production and
quality control for clinical use.

Five new products during the year
In 2017 we added an impressive five unique new prod-
ucts to our product portfolio. FabALACTICA™, for
the analysis of therapeutic antibodies, was developed in
close collaboration with the analysis department of the
French pharmaceutical company LFB, which published
a scientific article after the launch describing the
advantages of the new product. The article also showed
how FabALACTICA could be combined with FabRI-
CATOR for new and simplified analytical methods.

In the spring we also launched GlyCLICK®, which
is a product for which parts of the technology were
licensed from Life Technologies, which is part of

Thermo Fisher. Having a world-leading company
choose to partner with us is a clear stamp of quality.
With GlyCLICK, we enter a new business area —
antibody labeling — and show that our enzymes can

be used for applications other than just quality control.
Together with researchers at Copenhagen University
Hospital, Genovis has shown that the GlyCLICK
technology has several advantages compared with
traditional antibody marking technology when imag-
ing cancer tumors in preclinical models. Uptake of
the labeled antibodies into the tumor was five times
higher compared with the established technology,
which shows that there is also clear incentive to use the
technology in clinical practice, for example to create
antibody-drug conjugates (ADCs), a kind of guided
missile in which cytotoxin is linked to antibodies for
use in cancer treatment.

We also launched three glycan analysis products. In
simple terms, they can be described as sugar molecules
that are attached to proteins and they have important
biological functions. Some of these glycans are difficult
to analyze using established technologies and our new
enzymes have received considerable attention from
both academia and industry. Sales also took off faster
than expected and we will allocate more resources to
continue product development in this field.

Entry into clinical phase

In addition to launching new products at a fast pace,
we are working on introducing our products in more
parts of the value chain, especially in clinical produc-
tion and analysis. With the launch of GlyCLICK in
2017 we gained more opportunities in clinical phase.
The large volumes can be found here, since the prod-
ucts will be needed throughout the active life span of
the drug. More products combined with scientific pa-
pers promote our success and are important for estab-



lishing close relationships with customers in this phase.
During the year we achieved a breakthrough and our
products are now used at an early clinical phase. We
will apply this strategy to achieve both broader and
deeper growth in relation to our customers.

An increasingly global business

In addition to continuing to grow in our established
markets in Europe and North America, our objec-

tive for the year has been to establish our innovative
products in important Asian markets. Generally speak-
ing, biopharmaceuticals are undergoing rapid growth
in Asian markets, which are becoming increasingly
important for Genovis. During the year we signed dis-
tribution agreements with partners in China and India.
We are also seeing higher sales, albeit starting from low
levels. While it is still difficult to say anything about
expectations, we believe these agreements are critical
for future growth and our ambition is to add more
agreements in 2018 in important future markets.

Organization for continued growth

In 2016 we took a strategic decision to develop and
adapt our organization to strengthen our business
model and accelerate the pace of product and applica-
tion development. This new organizational structure
has proven to be successful. The ability to address
current and future challenges with our high level of
knowledge and innovative products is a key component
of our strategic marketing, brand-building and sales
efforts. We now have a dedicated team that works on
developing more applications and providing first-class
support to our customers.

In 2017, we also further developed our systematic
quality management procedures in production, which
is a requirement to be well-positioned for customers
who want to use our clinical phase products. For this
customer group, being a reliable reagent supplier is a
critical factor for success. We have invested in mass
spectrometry, which is an established technique for
qualitative and quantitative analysis. This advantage
enables us to raise our level of knowledge in relation
to our customers, while allowing us to demonstrate
practical applications of new and established products.
We can therefore provide direct recommendations and
strengthen our customer relationships.

In addition to investments in quality manage-
ment systems and production capacity, we will need to

review our human resource management moving fOl‘-
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ward. To cope with the growing interest in our prod-
ucts and our presence in more markets, Genovis will
need to hire more staff in the future in both Europe
and the US, and we intend to strengthen the organiza-
tion primarily in marketing, sales and production.

Continued focus on success

As we leave 2017 behind, we will continue to work

in line with our established strategy. The year has

been successful largely as a result of the joint efforts
and dedication of all of our employees — thank you

so much! Our goal is now to keep the momentum
going — to launch high-value products for our custom-
ers, while maintaining and developing a foothold in
clinical production and establishing a presence in new
markets. Internally, we will work more extensively with
quality management and continue to hone our skills in
all areas of the business.

Genovis is currently a strong brand that stands out
because we have deliberately chosen to do things in our
own way, which is highly valued and appreciated by
our customers. As [ see it, 2017 clearly confirms that
Genovis has the ability to deliver — commercially and
scientifically. Our business has proven to be sustainable

and we expect that it will continue to generate growth
for a long time to come.

I would like to take this opportunity to thank
all of our shareholders for their
support during the year and
I look forward to 2018 with 4
great confidence and commit-
ment as we continue to build

Genovis.

Fredrik Olsson
Chief Executive Officer



Operations

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

Genovis offers a broad product portfolio of enzymes,
SmartEnzymes™, aimed at companies that develop
biologicals and biosimilars within the growing segment
of immunotherapy, targeting common therapy areas
such as cancer, inflammatory diseases and autoimmune
diseases. A biosimilar is a medicinal product that is
similar to an already approved biological drug, but that
is not identical. Both completely new biological drugs
and biosimilars must be analyzed and characterized
biochemically, preclinically and clinically.

New antibody formats within immunotherapy create
demand for completely new enzymes for analysis and
Genovis constantly launches new enzymes and product
formats to meet the needs of the pharmaceutical com-
panies. However, the demand is not just for enzymes
for analysis of antibodies; Genovis markets several en-
zymes for analysis of other proteins and plans to launch
additional enzymes for the entire proteomics market.

In early 2017 Genovis expanded its business area and
launched GlyCLICK™, a product for labeling antibod-
ies. GlyCLICK is a platform for labeling antibodies
with markers for preclinical imaging, as well as for
clinical production of Antibody-Drug Conjugates
(ADCs). ADCs are used for what are sometimes
referred to as targeted treatments, such as treatment

for cancer where the cytotoxin is linked to an antibody
which then transports the cytotoxin directly to the
tumor cell. Once the antibody finds and attaches to the
tumor cell, the cytotoxin is released and kills the tumor
cell without damaging surrounding cells. GlyCLICK
has high predictability and reproducibility, two prop-
erties that are extremely valuable in many different

aspects of pharmaceutical development.

Genovis’ customers

Currently, Genovis’ primary customers are pharma-
ceutical companies and biotech companies, as well as
contract research companies and contract manufactur-
ing companies. The customer list includes 24 of the 25
largest pharmaceutical companies and these custom-
ers develop and produce new biopharmaceuticals and
biosimilars. The properties of a new drug need to be

characterized in a variety of ways while it is under de-
velopment and Genovis’ enzymes can be used through-
out the chain from discovery to finished drug,

which may include:

4 Screening processes for developing large quanti-
ties of antibody fragments with a large number of
analyses per project.

P Processes to develop production protocols for
drugs on track for clinical development.

P Quality control during commercial production

of drugs.

In 2017 the first customers brought Genovis” enzymes
into early clinical phase, which represents a strategi-

cally important opportunity for Genovis to sharply in-
crease sales since the business model can be developed

to include contracts for a given annual production rate.

Trends and driving forces

The trend is clear regarding development of antibody-
based biopharmaceuticals. Currently there are more
than 400 antibody-based drug candidates in clinical
development?. By 2020, patents with a commercial
value of USD 67 billion are expected to expire and the
industry is therefore now developing biosimilars. An-
other trend is that the knowledge generated by the first
generation of antibody-based drugs is being applied to
create better varieties and completely new drugs. Three
clear trends for the next five years can be seen:

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 esti-
mated to grow to about USD 9 billion by 2023:

a) Antibody Drug Conjugates (ADCs).

b. Bispecific antibody-based drugs.

© Antibody fragments and antibody-like
proteins.



The market’s external driving forces are clear; other
drivers come from within the industry, such as regula-
tory authorities and the pharmaceutical industry. Drug
regulatory authorities put patient safety first and want
the industry to improve its ability to understand the
process and the process parameters that give rise to

or affect the properties of biological drugs. The FDA
launched its Quality by Design (QbD) campaign as a
message to industry that it wanted biopharmaceutical
manufacturers to increase their understanding of their

processes.

Market overview

Antibody-based drugs, diagnostics and research tools
have become established as state-of-the-art technology
and the market is enjoying steady growth. Genovis is a
respected brand in the industry with excellent growth
potential, in part geographically and in part through
new product launches and new combinations of previ-
ously launched products.

Proteases

Genovis’ proteases are in a market that amounts to
approximately USD 100 million' and covers the entire
life science and biotech supply industry. The proteases
are used as tools in areas such as research and devel-
opment of biopharmaceuticals and biosimilars where
regulatory authorities place great demands on analy-
sis. Genovis has six products in this market and the
research firm MarketsAndMarkets expects the market
to increase to USD 120 million in 2018.

Glycosidases

The total market for glycosidases is USD 205 million!.
Genovis has five products in this market and Genovis’
customers mainly use glycosidases to analyze and im-
prove the function of drug candidates. The market for
glycosidases is the fastest growing market for Genovis’
products. According to MarketsAndMarkets, this mar-
ket is expected to amount to USD 378 million in 2019.

Antibody labeling

The antibody labeling market is large and the portion
relating to reagents for preclinical imaging accounts
for a total of USD 500 million, with an annual growth
rate of about 6-8%. Genovis’ addressable market cur-
rently accounts for only a small portion of this market.
An additional market potential will open if pharma-
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ceutical companies implement GlyCLICK technology
in their clinical development, going all the way to

market approval. This represents tremendous opportu-
nities for licensing agreements with several of Genovis'

existing customers.

Competitive advantages

Genovis’ competitive advantages include the ability to
rapidly transform customer needs into specific products
that are in demand from customers. The relationships
that Genovis has built with key customers over the
years are invaluable, since close collaboration makes it
easier to gain insight into new trends and technological
developments, as well as an understanding of customer

needs.

Another competitive advantage is that Genovis always
provides customers with knowledge and support, where
specialists at Genovis assist customers with interpreting
and evaluating research findings to best analyze the
quality of biological drugs using Genovis’ enzymes.

Genovis' products also have several application-specific
competitive advantages:
P high yield better precision

P the technology saves substantial time compared
with competing technology

P the technology makes it possible to carry out com-
pletely new applications in a new market

Genovis’ exclusive intellectual property rights provide
the Company with a strong competitive advantage.

Competitors

In the US, Genovis has competition from Promega and
its product IdeS Protease. Other products compete

to some extent with older technology and Genovis
believes they are mainly marketed by companies within
the Fisher Scientific Group, GE Healthcare, BioRAD,
Prozyme and New England Biolabs, which are among
the major players in the market today. From Genovis’
perspective, these companies are not just competi-

tors — several could be excellent partners for continued

commercialization of Genovis' products.

1. MarketsAndMarkets 2015.
2. Clinical Pipeline reports and websites from Pfizer, Amgen, Genentech, Roche,
Novartis, GSK, Johnson & Johnson, Eli Lily and AstraZeneca.



/ questions for Genovis’ specialists

1 In what way is Genovis’ value proposition
unique?
An important point concerning Genovis’ value
proposition is that we understand what the custom-
ers do. Our highly qualified scientific staff has laid
the foundation of Genovis’ outstanding reputation.
Our products also provide faster and more specific
analytical results, thereby enabling pharmaceutical
companies to work more efficiently and accelerate the
pace of analysis. During the year, Genovis intensified
its strategy of working with direct sales to custom-
ers in priority markets and the number of customer
interactions has increased both through conferences
and direct customer meetings. The researchers at
biopharmaceutical companies and universities who use
Genovis products are highly educated and accustomed
to scientific seminars with subsequent discussions, for
which reason we focused on several technical presenta-
tions for customers in the US, Europe and Asia. This
interaction with enzyme users provides a basis for
understanding customer needs and challenges, which
is crucial for ongoing product development at Genovis.
Overall, given its unique customer offering, Genovis is
viewed as a natural partner for global pharmaceutical
companies.

How do the customers use the enzymes?
Many of our customers develop protein-based
drugs — drugs based on proteins such as antibodies or

other therapeutic proteins. These drugs are large and
complex molecules where small variations can make a
difference, for example regarding how active a medi-

cine is.

In order to understand how they work and why some
drugs are more effective than others, it is important to
analyze the structure of the drug, which can be done
using enzymes as analytical tools. The advantage of en-
zymes compared with other analytical methods is that
they have a gentle action that has no effect on the drug
itself. The enzymes can be used in several different
aspects of drug development: in early research to screen
for potential drug candidates, in production to see
whether it is possible to produce a stable product and in
clinical trials to measure efficacy in stability studies, as
well as in the release (approval) of drugs.

What exactly are enzymes?

Enzymes are proteins that trigger various bio-
logical reactions/chemical processes. Enzymes are
naturally present in the human body where they drive
various processes in organs and tissues to enable them
to function and to repair damage. They also break
down nutrients in the digestive process and help to
protect against bacteria and viruses. Enzymes can also
be found in various products and chemical processes
outside the human body, such as in foods, detergents
and cosmetics.

“The allure of development is that the results can

rarely be taken for granted. New interpretations
and methods are needed to solve problems.”

Malin Mejare, PhD VP Research & Development




What are the properties of enzymes?

There are numerous enzymes and their properties
can vary greatly. One property that they share is that
they all act as biological catalysts — they trigger dif-
ferent reactions and processes. For example, they can
split an antibody or break down the food we eat. In
drug development, it is important that an enzyme has
a clear and consistent function that repeats every time
the enzyme is used. For example, FabRICATOR® can
only cleave an antibody at one specific site. The unique
function of an enzyme is called its specificity.

How do you discover new enzymes?

At Genovis we receive input for our enzyme
development from both academia and our customers.
Customers often describe a need, and we then try to
identify enzymes with the requested function. Some-
times, during development, we discover new enzymes
with unique actions that can be used in new contexts
or for new applications. When Genovis identifies and
develops a new enzyme, ideally customers will have the
opportunity to test it and provide feedback. Authorities
increasingly require pharmaceutical companies to pro-
vide a detailed description of how protein-based drugs
are constructed and what effect this has on the efficacy
and side effects profile of the drug. Such requirements
increase demand for Genovis products, which can be
used to show exactly how they are structured.

How can enzymes be turned into unique

products? Science can design and modify
enzymes, but nothing can beat the enzymes that
already exist in nature. Genovis searches for enzymes

with unique properties and places them in a context

where they have a clear function. Development of
GingisKHAN® is an example of an enzyme that was
already known and where Genovis developed and
produced it to meet a specific existing need among
customers — to improve analyses of antibody-based
drugs. There are many enzymes that are not yet known
or fully explored so there are many new discoveries to
be made.

How are enzymes packaged?

We develop our products with the aim of mak-
ing them easy to use in the lab. Enzymes can easily be
freeze-dried and packaged in small vials. The specific-
ity is illustrated in both the name and the packag-
ing. Product packaging is important for reaching the
customer. It has to be easy to handle and adapted to
the lab environment, while the design must also be eye-
catching. Genovis’ graphic expression draws attention
and is greatly appreciated by those who work with the
enzymes in the laboratory.

“The fascinating part of
development at Genovis
involves understanding

customer needs and finding
the right tools to meet them.”

Rolf Lood, PhD Director of Enzyme Discovery

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

Jonathan Sjégren, PhD VP Sales and Business Development
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Products

Genovis markets eleven enzymes in various product

formats that can be divided into proteases and glyco-
sidases, as well as one product for labeling antibodies.
All products can be ordered from a standard product

line or delivered as custom-made products.

Proteases

Proteases are a group of enzymes that catalyze the
breakdown of the bonds between amino acids in pro-
teins and which for Genovis involve products that split
an antibody into smaller fragments.

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

an Fc fragment, with extremely high precision and
FabRICATOR®Z also cleaves a specific type of mouse
antibody. FabRICATOR?® is an enzyme that cleaves an
antibody into three parts. The product is a complement

to FabRICATOR. GingisKHAN is an enzyme that

cleaves human antibodies into three parts. The product
complements FabRICATOR and FabULOUS, but can
also be used in studies of the different parts of the an-
tibody separately, which makes it unique. GingisREX”
differs from the other enzymes in the product portfolio
since the enzyme cleaves proteins in general.

In 2017 Genovis launched a new protease,
FabALACTICA™ with specific activity affecting hu-
man IgGl antibodies. The simplified protocol and
unique specificity make FabALACTICA appropriate to
use for daily controls of antibody products by Geno-
vis’ existing and growing customer base. Unlike other
similar enzymes on the market, FabALACTICA does
not require additives, which substantially simplifies
analysis and interpretation of data.

PROTEASES
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Glycosidases

Glycosidases are a group of enzymes that hydrolyze
glycoside bonds, for which Genovis’ products cut off
the sugar molecules that are attached to the antibody.
IgGZERO® and GlycINATOR?® are enzymes that spe-
cifically cleave sugar molecules that are found naturally
on antibodies.

In May 2017 the Company launched three unique
enzymes for O-glycan analysis: OpeRATOR™ is a
unique protease that cleaves proteins at the exact site
of a certain type of glycan. OglyZOR™ and SialEXO™
have improved performance compared with other
similar enzymes on the market. O-glycan analysis is
particularly challenging for researchers who work with
new types of biopharmaceuticals and existing tools on
the market pose a limiting factor for those who work
in this field. Consequently Genovis worked inten-

GLYCOSIDASES

/\

sively to develop tools that can help researchers and
the pharmaceutical industry to understand O-glycans
and provide quality control using a better and more
convenient method.

Antibody labeling

In 2017 Genovis launched GlyCLICK™, a product for
specific labeling of antibodies. GlyCLICK is a new
technology in an expanding market for applications
in antibody development, preclinical imaging and
antibody-drug conjugates (ADCs). Antibody-drug
conjugates are used in an emerging new treatment
method for cancer that combines targeted treat-
ment with cytotoxic strength. GlyCLICK™ is based
on a technology platform in which Genovis’ unique
GlycINATOR® enzyme is combined with SiteClick™
technology from Life Technologies.

* Genovis has a license for SiteClick™ from Life Technologies Corporation.
The SiteClick™ brand belongs to Life Technologies Corporation.
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Other functions in the organization

Production Even at relatively low volumes, production is cost-effective and provides

good margins on the products. To date, Genovis has chosen to outsource the first step
in production, while carrying out both quality control and the final steps in production
of specialty products in-house. In 2018 Genovis will gradually take over all production
in its own premises and implement quality management measures in compliance with
ISO 9001 for production. A long-term objective is to be able to offer customers GMP-

certified” production.

“In 2018 we will focus on increased
production volumes”

In 2017 Genovis continued to deliver new products to
the market, which entailed increased pressure on pro-
duction. In 2018, we are equipping ourselves to meet
the increased demand for our products, which means
we need to be able to produce larger volumes. This year
we will manage a larger proportion of production in-
house. We will focus on quality and delivery reliability
to meet this exciting challenge.

Linda Andersson, MSc VP Production
The groups at Genovis work in close collaboration to
deliver high-quality robust products. We receive input
from the sales and marketing group regarding the
format of the products that customers demand and we
develop new products and product formats together
with the Development and Application group.

Development and applications Product and application
development are important to strengthen the customer offering and

financial benefit.

Helén Carlsson Nyhlén, PhD VP Application Development & Support

The application group works on developing new prod-
ucts and learning more about existing products. The
group is responsible for adapting the new products by
making them user-friendly and robust for the market.
Their job includes formulating “application notes” that
describe how customers can use products in a variety of
applications and analysis flows.

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

"Working with applications continually provides us
with increased knowledge of Genovis’ products,
which we communicate to the customers.”

The application group also handles customer support
cases through channels such as LiveChat and the
Genovis website. This service enhances customer
relationships, provides insight into their needs and
strengthens knowledge about existing products. This
knowledge will help to further develop the use and
format of existing products while enabling Genovis to
provide effective professional customer support.

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



Administration Genovis strives to achieve lean and cost-effective administrative
processes. The Group consists of Genovis AB and the wholly owned subsidiaries, Genovis

Inc. and GeccoDots AB*. The Group had seventeen employees on December 31, 2017.
They are all employed by Genovis AB, which is responsible for centrally coordinating

administrative functions.

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

Working with legal issues at Genovis AB spans a large
area. Genovis is a group with a subsidiary in the US,
which means that both Swedish and US regulations
must be followed and coordinated in areas required for
a smooth workflow between sales teams in Sweden and
the US, as well as in the administrative management of
the Group. Regarding the product portfolio, we note
that from the time that an enzyme is discovered until

a product becomes available in the Genovis webshop,

Susanne Ahlberg, LL.M General Counsel

many legal hurdles must be overcome. Issues encoun-
tered may be related to patents and trademarks, as well
as acquisitions and in-licensing of new enzymes. Daily
business also includes commercial contracts, insur-
ance and labor law issues. One important task involves
monitoring and ensuring compliance with the disclo-
sure procedures that Nasdaq First North Stockholm
requires for a public and listed company.

Genovis Inc., USA The US market is one of the largest markets for pharmaceutical
development in the world and in 2015, Genovis opened a subsidiary in the US with its
headquarters in Cambridge, Massachusetts. Proximity to customers, quick and accessible
support, daily and efficient deliveries from the Company's San Diego warehouse are just

John M. Lindsay, BA Took over as CEO of Genovis Inc. in 2015

In-depth discussions with customers on trends for anti-
body characterization and close collaboration with the
team in Lund are constantly underway. This promotes
development of new product formats and performance
requirements for new enzyme development. One clear
example of this is the most recent launch of enzymes
for analysis of

Genovis 2017 Annual Report

a few of the factors for success. Genovis Inc. is headed by John M. Lindsay, who has
extensive experience helping to build up sales and marketing operations for life science
companies in Europe and North America.

“The dedicated team at Genovis Inc. works hard
to build close relationships with significant
decision-makers in BioPharma accounts.”

O-glycans, where existing tools on the market

have been a limiting factor for researchers and the
pharmaceutical industry. To meet this need, the team
in Lund worked intensively to develop tools that can
help those who work in this field to understand O-
glycans and provide quality control using a better and
more convenient method.

* All activities of the subsidiary GeccoDots ended on September 30, 2015.
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Goal and strategy

Overarching goals

P Increase knowledge about biological pro-
cesses that enable new and effective treat-
ments and medicines.

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

b Create long-term shareholder value through
results that generate both dividends for
shareholders and funding for the continued
innovative development of the Company.

Goals 2018-2019

Financial objectives
b Positive EBITDA on a quarterly basis during
individual quarters.

P Annual organic sales growth of
at least 25 percent

Operational objectives
b At least three product launches in 2018.

b Establish partner/distributor agreements in
additional markets in Asia.

) Establish FabRICATOR® and the other en-
zymes as quality control tools in production
of materials intended for clinical trials.

Operational strategy

4

Offer innovation combined with high qual-
ity through internal development by working
close to the frontlines of research and by
nurturing relationships with prestigious re-
search groups, as well as by actively seeking
new technologies through the acquisition of
intellectual property or companies.

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.

Be an innovative company and an attractive
workplace that takes advantage of staff ex-
pertise and offers all employees the opportu-
nity to influence their work situation and
professional development.



Patents and trademarks

Genovis prioritizes creating a strong global brand that stands for high-quality, innovative and
customer-friendly products and is largely dependent on patents to protect the Company’s
unique products. The Company continually evaluates the commercial value of the patents
and only maintains those that strengthen the Company's business model and have a

commercial value.
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Endoglycosidase Australia, Erazﬂz Cana_da,
urasia, India,
PCT/ from streptococ- Japan,
- Israel, South 2031 .
EP2012/067841 cus pyogenes and | China, New }
S Korea, Mexico and
methods using it. Zealand, South Africa
USA, EPO
PCT/ New streptoccocal
EP2017/052463 proteases PCT ®
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License
Exclusive license
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PCT/EP2002/14427 biotechnical EPO, US L 2022 [ )
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industrial
applications.
Trademarks
Name Granted Pending
Genovis Australia, China, Switzerland, EU, Japan, South
Korea, Norway, Singapore and US
Australia, China, EU, Japan, South Korea, US
FabRICATOR and Canada
EU, Australia, Japan, South Korea, US, China
IgGZERO and Canada
FabULOUS EU, China, Japan, Australia, Canada and US
GchINATOR EU, Australia, China, ij&lspan, South Korea and
. EU, US, Australia, Norway, Singapore, Canada,
GIngISKHAN China, South Korea and Japan
. EU, Australia, Japan, US, Switzerland, South . :
GingisREX Korea and Canada China, Norway and Singapore
Australia, US, Japan, Norway, Canada, China,
ZapNINE South Korea, Singapore and Switzerland
GlyCLICK EU, Singapore, Japan China, Norway, South Korea, Switzerland
and US
Australia, China, Japan, Norway, South
FabALACTICA EU Korea, Singapore, Switzerland and US
Australia, China, Japan, Norway, South
OpeRATOR EU Korea, Singapore, Switzerland and US
Australia, China, Japan, Norway, South
leyZOR EU Korea, Singapore, Switzerland and US
SialEXO EU Australia, China, Japan, Norway, South

Korea, Singapore, Switzerland and US
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(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 3.24 and the market value was SEK 195 million. Nasdaq First North is an alternative
market, operated by the various exchanges within Nasdaq. Penser Bank is the Certified

Advisor for the Company.

Share capital

Share performance

On December 31, 2017 share capital was
SEK 15,073,540.50 and the number of shares was
60,294,162. The par value is SEK 0.25.

Dividend policy

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

Shareholder information

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

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

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

Shareholder value

Genovis’ management works continuously to develop
and improve financial information about Genovis in
order to provide 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.

In 2017 Genovis purchased analyses from Aktiespara-

rna/Analysguiden and Redeye AB, and also purchased
services from BioStock, a news and analysis agency that

presents listed Nordic Life Science companies.

Genovis

= Genovis == OMX Stockholm PI

=== OMX Stockholm Pharmaceuticals & Biotechnology PI
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Major shareholders as of December 31, 2017

Name Number of -y otes (%)
shares
Mikael Lénn 12,490,653 20.72
Hansa Medical AB 5,712,161 9.47
Aduno AB 3,605,302 5.98
Eg;:ir:)er:sférsékring AB 2,689,066 4.46
Selequity Partners AB 2,415,020 4.01
Zaramant AB 1,305,000 2.16

Source: Euroclear Sweden AB
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Shareholding by size December 31, 2017

Holdings Number of Number of Holdings Market value

shareholders shares (%) (SEK thousand)

1-5,000 1,833 2,458,370 4.08 7,965

5,001 - 20,000 423 4,339,286 7.20 14,059

20,001 - 100,000 195 8,359,449 13.86 27,085

100,001 - 500,000 42 9,027,449 14.97 29,249

500,001 - 13 36,109,608 59.89 116,995

Total 2,506 60,294,162 100.00 195,353

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

1999 Company founded 1,000,000 100,000 100,000 1,000,000 0.10
2000 Rights issue 256,000 25,600 125,600 1,256,000 0.10
2001 Bonus issue 0 376,800 502,400 1,256,000 0.40
2001 Rights issue 313,640 125,456 627,856 1,569,640 0.40
2002 Rights issue 247,750 99,100 726,956 1,817,390 0.40
2003 Rights issue 186,000 74,400 801,356 2,003,390 0.40
2005 Rights issue 900,000 360,000 1,161,356 2,903,390 0.40
2006 Rights issue 2,902,650 1,161,060 2,322,416 5,806,040 0.40
2006 Rights issue 2,902,947 1,161,179 3,483,595 8,708,987 0.40
2008 Rights issue 2,177,246 870,898.40 4,354,493.20 10,886,233 0.40
2009 Rights issue 3,180,233 1,272,093.20 5,626,586.40 14,066,466 0.40
2009 Rights issue 7,033,233 2,813,293.20 8,439,879.60 21,099,699 0.40
2009 Non-cash issue 1,690,140 676,056 9,115,935.60 22,789,839 0.40
2009 Rights issue 1,800,000 720,000 9 835 93.60 24,589,839 0.40
2010 Rights issue 16,532,038 6,612,815.20 16,448,750.80 41,121,877 0.40
2011 Rights issue 28,115,243 11,246,097.20 27,694,848 69,237,120 0.40
2012 Consolidation 1:10 (62,313,408) (24,925,363.20) 2,769,484.80 6,923,712 0.40
2012 Rights issue 3,461,856 1,384,724.40 4,154,227.20 10,385,568 0.40
2012 Directed rights issue 1,450,000 580,000 4,734,227.20 11,835,568 0.40
2013 Rights issue 3,945,189 1,578,075.60 6,312,302.80 15,780,757 0.40
2013 Rights issue 5,260,252 2,104,000.80 8,416,403.60 21,041,009 0.40
2013 Directed rights issue 804,643 321,857.20 8,738,260.8 21,845,652 0.40
2015 Rights issue 14,563,768 3,640,942 9,102,355 36,409,420 0.25
2015 Directed rights issue 453,355 113,338.75 9,215,693.75 36,862,775 0.25
2016 Rights issue 18,431,387 4,607,846.75 13,823,540.50 55,294,162 0.25
2017 Directed rights issue 5,000,000 1,250,000 15,073,540.50 60,294,162 0.25

Genovis 2017 Annual Report

19



20

Administration Report

Administration Report

OPERATIONS AND STRUCTURE

Genovis offers unique tools that contribute to the
development of future therapies and has applied its
knowledge and imagination to become established as
a natural partner for companies in the industry.

The Company operates globally and markets “Smart-
Enzymes,” which are 11 enzymes in different product
formats, as well as GlyCLICK™, a product for specific
labeling of antibodies. In addition to this product,
Genovis also provides customers with knowledge and
support, where specialists at Genovis assist customers
with interpreting and evaluating research findings

to best analyze the quality of biological drugs using
Genovis’ enzymes.

Currently, Genovis’ primary customers are pharmaceu-
tical companies and biotech companies, as well as

The road from research to new drugs

contract research companies and contract manufac-
turing companies. The majority of these customers
develop and produce new biopharmaceuticals. The
properties of a new drug must be characterized in a
variety of ways while it is under development and
Genovis’ strategic business development prioritizes
several areas of application for customers:

P Processes to develop production protocols for
drugs on track for clinical development.

P Quality control during commercial production

of drugs.

P Screening processes for developing large quantities
of antibody fragments with a large number
of analyses per project.

It takes between 10 and 20 years to develop a new drug and when Genovis’ enzymes are included in the antibody analysis and

selection package, the enzyme can be included in the journey all the way to the release of a new drug. While fewer customers are in
preclinical and clinical phases, the value of their orders is substantially higher. In 2017 the organization comprised Genovis AB and
the wholly owned subsidiaries Genovis Inc. and GeccoDots AB. Genovis Inc. handles all sales and marketing of enzyme products
on the North American market and Genovis AB handlles sales and marketing in the rest of the world. Genovis AB handles all admin-

istration for the Group. Operations in the subsidiary GeccoDots ended in September 30, 2015.

DISCOVERY PREKLINISK FAS
/\ /\

KLINISK (FAS I/11/111) GODKANT LAKEMEDEL
/\ /\

FINANCIAL OVERVIEW

Revenue

Consolidated net sales rose by 23 percent to SEK
22,867k (18,542k). Other operating income for the full
year was SEK 23k (5,798k). Operating income for 2016
included the insurance reimbursement associated with
the settled patent dispute in the US.

Costs

Consolidated expenses for the full year declined by
SEK 7,489 to SEK 32,042k (39,531k). Operating
expenses are allocated as follows: raw materials and

consumables SEK 2,366k

(1,481k), personnel costs SEK 13,230k (10,750k) and
other external expenses SEK 14,630k (26,006k). Other
external costs for full-year 2016 included attorney fees
related to the settled patent dispute. Personnel costs
increased in 2017 in part because of new hires; Genovis
had seventeen employees in 2017, compared with
fourteen in 2016. In addition, fees to the entire Board
of Directors are recognized as salary in 2017, compared
with previous years when many Board members chose
to invoice their fees.
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Operating profit/loss (EBIT)
The operating loss was SEK 7,834k (loss: 14,769k),
which is an improvement of SEK 6,935k.

Comprehensive income

Comprehensive income for the full year was a loss of
SEK 8,112k (loss: 15,018k). Earnings per share, based
on a weighted average of the number of outstanding
shares, totaled SEK -0.14 (-0.32). Earnings per share
is calculated by dividing comprehensive income by the
weighted average number of shares during the year.

Net financial items
Net financial items totaled SEK -91k (-132k).

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

the end of the year amounted to SEK 1,718k (1,718k),
equivalent to a loss-carryforward of about SEK 7.8 mil-
lion, which is expected to be utilized in the foreseeable
future. The Company's total tax loss is SEK 169m.

Investments

Consolidated capital expenditure totaled SEK 1,763k
(1,437k), of which SEK 455k (10k) relates to property,
plant, and equipment, primarily attributable to labora-
tory equipment, where the largest investment relates
to a mass spectrometer that provides Genovis with in-
creased capacity for development, production, market
ing and support. Investments in intangible assets total

SEK 1,308k (1,427k).

Cash flow and financial position

Consolidated cash flow was SEK 636k (2,229k). Cash
flow from financing activities totaled SEK 10,755k
(19,741k).

Consolidated cash and cash equivalents amounted to
SEK 4,918k (4,281k). Taking into account the private
placement in April 2017, which raised SEK 11,500k
for the Company before issue expenses, along with
expected revenue, the Board believes that the existing
working capital is sufficient to run the Company over
the next twelve months.

The Parent Company does not have any interest-
bearing liabilities. Only the Group has interest-bearing
liabilities.

Total shareholders” equity for the Group was SEK
18,187k (15,545k) after taking the result for the period
into account. Equity per share based on the weighted
average of the number of outstanding shares (basic and
diluted) was SEK 0.31 (0.33) and the Group’s equity
ratio was 69 (71) percent.

Share capital and share performance

For information on trading of shares in the Company,
number of shares and class of shares, as well as the
rights in the Company associated with these shares,
please refer to the section on the Genovis share on
pages 18—19.

Key figures Parent Company 2017 2016 2015 2014 2013
Net sales 18,182 14,196 10,720 8,159 8,882
Operating profit/loss (8,240) (15,180) (17,166) (14,843) (11,048)
Equity/assets ratio (%) 77 73 55 76 80
Acid test ratio (%) 248 233 125 195 420
Dividend per share SEK 0 0 0 0 0

Definition of key figures

Equity ratio

Adjusted shareholders’ equity as a percentage of balance sheet.

Acid test ratio

Current assets excluding inventory as a percentage of current liabilities.

Genovis 2017 Annual Report
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SALES GROWTH

Consolidated net sales in 2017 rose to SEK 22,867k
(18,542k), an increase in sales of 23 percent compared

PRODUCTS

with 2016. The US is still the Group’s largest market,
followed by the European market.

Genovis develops unique enzymes that are marketed
under a common brand, SmartEnzymes. The Compa-
ny currently has 11 different enzyme products for use
in the development and analysis of biopharmaceuticals,
as well as GlyCLICK®, a product for specific labeling
of antibodies. All products provide faster analyses with
higher quality than competing products can offer.

KEY EVENTS DURING THE YEAR

Products can be ordered from a standard range or as
custom-made products.

GlyCLICK" is a kit consisting of GlycINATOR® and Life
Technologies’ SiteClick™. Life Technologies is a wholly
owned subsidiary of Thermo Fisher Scientific. The Site-
Click™ brand belongs to Life Technologies Corporation.

Product launches

Genovis initiated sales of GlyCLICK™, a product for
specific labeling of antibodies, and launched another
unique enzyme for antibody analysis, FAbALACTICA™,
as well as three unique enzymes for glycan analysis.
OpeRATOR™ is a unique protease that cleaves proteins
at the exact site of a certain type of glycan. OglyZOR™
and SialEXO™ have improved performance compared
with other similar enzymes on the market and together
with OpeRATOR offer a unique and cutting edge op-
tion in the field of glycan analysis.

PRODUCTION

Agreements

Genovis signed distribution agreements with the Chi-
nese companies Beijing Zhongyuan Ltd. and Shanghai
Titan Scientific Ltd. for sales in the Chinese market, as
well as a distribution agreement with Allianz Bioinno-
vation for the Indian market.

Directed share issue

Genovis carried out a directed share issue that raised
SEK 11.5 million for the Company before issue ex-
penses.

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

in-house. In 2018 Genovis will gradually take over all
production in its own premises and implement

quality management measures in compliance with ISO
9001 for production. A 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 prod-
ucts and services that offer customers both good results
and financial benefit.

*Good Manufacturing Practice (GMP) is a regulatory framework that governs manufacturing, including packing, of pharmaceuticals, food and health foods.
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The Company had 17 (14) employees on December 31,
2017. All employees were in the Parent Company for
both periods. For information on remuneration guide-
lines for senior executives adopted at the 2017 AGM,

ENVIRONMENTAL IMPACT

please refer to the Corporate Governance Report on
page 26. Please see note 7 regarding remuneration paid

to senior executives in 2017.

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 Environ-

mental 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 appli-
cable 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

Genovis 2017 Annual Report

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

Protection of intellectual property

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

Financial risks primarily refer to currency and interest
rate risks, as well as credit risk. Group Management
has ultimate responsibility for managing the Group’s
financial risks, as well as for developing financial risk
management methods and principles. The main finan-
cial 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. The Group’s revenue, however, is largely
dependent on other currencies, primarily the USD and
the EUR. The effects of exchange rate fluctuations on
profit and equity are calculated based on known vol-
umes and results denominated in the foreign currency.
The calculation below is an assumption of the impact
of a 5% change in the exchange rate on sales, which
the Company experienced in 2017.

Currency Net volume Impact on earnings/
Estimated 2017, SEK equity in SEK thousand
exchange rate, thousand of a 5% currency
2018 fluctuation
USD: 8.50 11,915 +/- 596
EUR: 9.46 9,526 +/-476

Maturity analysis

Genovis’ financial performance is affected by a number
of external factors. The table below shows how changes
in some of the factors that are important for Genovis
could have affected the Group’s net income for 2017.

Change in profit/loss before tax SEK
Price change +/- 3% 686,018
Cost of goods sold +/- 3% 70,977
Payroll expenses +1- 3% 396,895
Interest +1-2% 1,813

Capital risk

Capital risk is the risk that the Group’s capital struc-
ture is inefficient, or the risk that the Group must
terminate its operations. The Group’s goal regarding
capital structure is to secure Genovis’ ability to con-
tinue to conduct its operations so that it can generate a
return for shareholders and value for other stakehold-
ers, as well as to maintain an optimal capital structure
so that the cost of capital can be reduced. To optimize
the capital structure, the Group can — with share-
holder approval — issue new shares, buy back shares,
or increase/decrease loans. The capital structure is
regularly revised. On December 31, 2017 consolidated
shareholders' equity was SEK 18,188k (15,545k) and
Genovis AB’s shareholders’ equity was SEK 17,692k
(15,177k).

Liquidity risk

Liquidity risk consists of the risk that the Group can-
not obtain funds to meet its obligations. Consolidated
cash and cash equivalents at year-end amounted to
SEK 4,918k (4,281k). Taking into account the private
placement in April 2017, which raised SEK 11,500k
for the Company before issue expenses, along with
expected revenue, the Board believes that the existing
working capital is sufficient to run the Company over
the next twelve months. Interest-bearing liabilities for
credit institutions are shown below.

. . S
Maturity analysis &
® ®
c,«°°Q'\ ¢°°1 & &
Interest-bearing liabilities, qg" q’o" Q'be(\ Q°°\°
SEK thousand v v
Maturity date up to 1 year from
the balance sheet date. 352 135 ) )
Maturity date between 1 and 5 1,755 ) ) .

years from the balance sheet date.
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EVENTS AFTER THE END OF THE PERIOD

Genovis signed a distribution agreement with Chayon gaged in the sale and distribution of several products
Laboratories Inc. for the South Korean market. for drug development and has a technically oriented
To meet the need for development of biologicals Ge- sales strategy similar to the successful strategy that
novis has chosen to partner with Chayon Laboratories, Genovis developed in the European and American
which is headquartered in Seoul. The company is en- markets.

OUTLOOK

Although the Life Science field is relatively indepen- ing according to plan, Genovis is positioned to make
dent of business cycles, periods of uncertainty can additional advances with respect to both new products
influence our customers’ appetite to invest in new and sales. Taken together, volume growth is expected
technology. With all development projects proceed- to be positive in 2018.

Genovis 2017 Annual Report
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Corporate Governance Report

INTRODUCTION

The Group consists of Genovis AB and the wholly
owned subsidiaries, Genovis Inc. and GeccoDots AB*.
The Group had seventeen employees on December 31,
2017. They are all employed by Genovis AB, which

is responsible for centrally coordinating business and fi-
nance 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.

* All activities of the subsidiary GeccoDots ended on
September 30, 2015.

EXTERNAL AND INTERNAL REGULATION

Genovis AB is a Swedish public limited company in
which governance, management and control are divid-
ed among the shareholders, the Board of Directors, the
chief executive officer and senior management. Gover-
nance of the Company is based on Genovis’ articles of
association, the Swedish Companies Act, the rules and
recommendations resulting from the Company's listing

SHAREHOLDERS

on NASDAQ First North Stockholm, and other appli-
cable 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 2017 Genovis had about 2,506 share-
holders according to Euroclear Sweden AB. Genovis’
share capital at year-end was SEK 15,073,540.50 and
the total number of shares was 60,294,162. Genovis’
market capitalization amounted to SEK 195 million at

2017 ANNUAL GENERAL MEETING

December 31, 2017. The Company’s largest shareholder
is Mikael Lonn, who represents 20.72 percent of the
total number of shares and votes in the company.
Genovis’ shareholder structure, share performance,
etc., are presented on pages 18-19.

Genovis’ Annual General Meeting was held on May
11, 2017, in Lund where 24.6 percent of the number of
shares and voting rights were represented. Board mem-
bers Jacob Engellau, Mikael Lonn, Lena Mértensson
Wernrud, Kenth Petersson and Mérten Winge were
present. The CEO and the company’s auditors were
also present. At the Meeting Jacob Engellau, Kenth Pe-
tersson, Mikael Lénn, Lena Mértensson Wernrud and
Marten Winge were re-elected to serve on the Board of
Directors. Mérten Winge was elected to be the Chair-
man of the Board.

Resolutions

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

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

* The AGM resolved to approve remuneration to the
Board of Directors in the amount of SEK 75,000

to Board members and SEK 150,000 to the Chair-
man of the Board.

* The AGM approved the Board’s proposed guide-
lines for remuneration to the Chief Executive
Officer and other senior executives.

¢ 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
2,750,000 through the issuance of a maximum of
11,000,000 new shares.
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OVERVIEW OF CORPORATE GOVERNANCE IN THE GENOVIS GROUP

Nomination Committee

The task of the Nomination Committee is to

put forward proposals regarding the election

of Chairman of the Annual General Meeting,
election of nthe Chairman and other members
of the Board, appointment of auditors and fees
paid to the Directors and the Auditors. The
2017 Annual General Meeting resolved that the
Nomination Committee for the 2018 AGM will
consist of representatives of the four largest
shareholders as of September 30, 2017. The
Nomination Committee shall appoint a chairman
from among its members. It is incumbent upon
the Chairman of the Board to convene the
Nomination Committee. Should a shareholder
decline to participate in the 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.
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General Meeting

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

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

Board of Directors

The Board of Directors is the Company’s highest
administrative body under the General Meeting.
The Board of Directors is charged with the orga-
nization of the Company and management of its
operations. It is also the Board’s duty to ensure
that the organization in charge of accounting and
the management of assets is subject to satisfac-
tory control. Under the Articles of Association,
Genovis’ Board of Directors is to consist of a
minimum of three and a maximum of ten Direc-
tors, 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 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 CEQ

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

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

External auditors

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

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

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

The Nomination Committee conducts an evaluation of
the Board and its work. As a basis for its proposals for
the 2018 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 re-
sponded to a questionnaire that served as the basis for
the Committee’s work.

BOARD OF DIRECTORS

The Nomination Committee for the 2018 Annual Gen-
eral Meeting consists of the following representatives of
the largest shareholders:

¢ Mikael Lénn
* Gunnar Bergstedt, appointed by Aduno AB
* Erik Walldén
¢ Torbjorn Frid

Mikael Lénn was appointed to serve as Chairman of
the Nomination Committee for the 2018 AGM.

The statutory Board meeting was held on May 11, 2017
and the Board held six formal meetings in 2017 during
which the minutes were recorded. During the year

the Board had five directors. Other officers participate
as needed during board meetings as reporters or in
administrative roles. The Company's auditor reports to
the Board of Directors every year based on an exami-

AUDIT COMMITTEE

nation of accounts, and provides its assessment of in-
ternal controls. In addition to follow-up and reporting
on ongoing business and profitability, the work of the
Board has included questions about strategic develop-
ment and direction, investments in product develop-
ment and new product concepts, financial issues and
the Company’s IP rights.

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

FINANCIAL REPORTING

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

EXTERNAL AUDITORS

of financial reporting, such as interim reports and the
annual accounts, and has delegated to senior manage-
ment the task of ensuring the quality of press releases
containing financial content and presentation materials
for meetings with the media, shareholders and financial
institutions.

Principal auditor at PricewaterhouseCoopers AB is
authorized auditor Sofia Gétmar-Blomstedt. Sofia
Gotmar-Blomstedt does not hold any shares in the
Company. PricewaterhouseCoopers AB has received

OPERATING ACTIVITIES

compensation for services other than auditing. Page
44, note 5 of the consolidated financial statements dis-
closes the full remuneration to the auditors for the past
two years. The auditors were represented at one board
meeting 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 responsibil-

ity to work with these issues has been delegated to the
CEO. Authorities and responsibilities in the organiza-
tion are defined in policies, guidelines and descriptions
of responsibilities.
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COMPENSATION OF SENIOR EXECUTIVES

The 2017 AGM adopted remuneration guidelines for
senior executives that essentially entail the following.

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

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

The Chief Executive Officer is the only senior executive
and his total remuneration was SEK 1,280k (1,231k)
in 2017.

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

The Board of Directors proposes that the Annual
General Meeting on May 17, 2018 should adopt the
following guidelines for remuneration to senior

executives.

FEES TO AUDITORS

Fixed remuneration policy

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

Variable remuneration policy

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 maxi-
mum 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 decisions regarding such
incentive programs.

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

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

Termination and severance pay

For the CEO and senior executives the notice period is 6
months for the Company and 6 months for the indi-
vidual. In addition the CEO is entitled to a maximum of
12 months of severance pay including benefits.

The Board of Directors may depart from these guidelines

if there are particular reasons in an individual case.

PricewaterhouseCoopers AB is the Company’s auditor.
“Audit assignments” refer to the audit of the annual
report and accounting records, as well as the adminis-
tration of the Company by the Board of Directors and
the Chief Executive Officer, other tasks incumbent on
the Company's auditor and advice or other assistance
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resulting from observations made during audits or the
performance of such tasks. Other assignments mainly
refer to consultancy services related to auditing and
taxation issues. Fees for auditing assignments in 2017
amounted to SEK 171k (189k) and fees for other as-
signments totaled SEK 49k (145k).
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RELATED-PARTY TRANSACTIONS

Genovis’ board member and principal owner Mikael
Lénn, who holds a 20.72 percent stake in Genovis,
owns 12.24 percent of the shares in Redeye AB, for
which Mikael Lonn is also a board member. Genovis

purchased issuance advisory and analysis services from
Redeye AB for a total of SEK 1,033k in 2017. The
transactions took place on market terms.

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

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

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

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

* Holdings in Genovis: 60,000

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

Board member of Genovis since
2011. Jacob Engellau is a physician
at the Department of Oncology
, Skine University Hospital, and

associate professor of oncology at Lund University.

* Other directorships and positions:
Chairman of the board of Jacob & Lena Engellau
AB

* Holdings in Genovis: Holdings via company

44 440 shares.

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

Board member of Genovis since
2011. Kenth Petersson has previ-
ously worked as an analyst and has
extensive experience in the biotech
industry. For the past 15 years he
has worked as a business angel and principal owner of a
number of biotech companies.

* Other directorships and positions of trust: Chair-
man of the Board of AlphaBeta AB, Biocrine AB,
Spiber Technologies AB and Science Pacific AB.
Board member of Alligator Bioscience AB.

* Holdings in Genovis: 49,998 shares.
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Lena Martensson
Wernrud (b. 1954)

Board member - Associate Professor

Board member of Genovis since
2014. Lena Mirtensson 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 experience in the medical technology and pharma-
ceutical industries at companies such as Gambro AB,
Pharmacia and AstraZeneca. She has been a member of
steering groups between AZ and smaller biotech
companies and universities.

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

* Holdings in Genovis: None

Mikael Lonn (b. 1949)
Board member - MD

Board member of Genovis since
2014. Mikael Lonn is a doctor and
entrepreneur who has served as

a business leader in a number of
industries, though mainly in health
care. He has extensive experience with financial invest-
ments, solid experience providing advisory services and
actively participating on the board of directors for a
number of startup and growth companies, and experi-
ence from large county and municipal-owned organiza-
tions.

e Other directorships and positions: Chairman of the
Board of LOX Container Technology AB and
Anti-Snore Partner Sweden. Board member of
PRIMA Barn- och Vuxenpsykiatri Holding AB,
PRIMA Barn- och Vuxenpsykiatri Stockholm AB,
Vizendo AB, Dicel AB, Sturebadet Health AB,
Redeye AB/Redhold AB, Mikael Lénn AB,
Sdiptech AB, Professionell dgarstyrning i Sverige
AB, Professionell dgarstyrning PAAB 1I, ScilLife
Clinic AB and Skogsigarna Mellanskog Ekonomisk

Forening.

* Holdings in Genovis: 12,490,653 shares.
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CHIEF EXECUTIVE OFFICER GENOVIS AB

Fredrik Olsson (b 1971)
Chief Executive Officer

Fredrik Olsson has an MSc in
Engineering from Lund Institute of
Technology and has been employed
at Genovis AB since 2002 with
primary responsibility for product
development and production. Fredrik Olsson has
extensive experience with production processes from the
food and biotech industries. Much of his work has
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 Genovis Inc. and GeccoDots AB

* Holdings in Genovis: 57,203.
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Proposed appropriation of profits

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

Proposal for treatment of accumulated loss

The following funds are at the disposal of the Annual General Meeting: SEK
Accumulated loss, SEK (147,894,123)
Profit/loss for the year, SEK (8,239,827)
Share premium reserve 158,751,947
Comprehensive income 2,617,997
Carry forward to new account 2,617,997
The Board of Directors proposes that no dividend be Regarding the financial performance and position
paid for financial year 2017. 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 17, 2018.

Genovis 2017 Annual Report
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STATEMENT OF COMPREHENSIVE INCOME

Parent Parent
Group Group Company Company
(SEK) Note 2017 2016 2017 2016
Net sales 2 22,867,266 18,541,941 18,181,680 14,195,824
Change in inventory, finished goods 1,317,195 422,339 1,317,195 422,339
Other operating income 3 23,039 5,797,650 0 5,797,309
Raw materials and consumables (2,365,890) (1,480,928) (2,683,919) (1,480,928)
Other external costs 4,5,6 (14,630,682) (26,006,770) (10,336,616) (22,139,517)
Staff costs 7 (13,229,835) (10,750,202) (13,229,835) (10,750,202)
Depreciation, amortization and impairment of
plant, property, and equipment
and intangible assets 8 (1,609,143) (1,293,933) (1,280,749) (1,224,805)
Other operating expenses (207,371) (233) (207,371) 0
Total operating expenses (32,042,921) (39,532,066) (27,738,490) (35,595,452)
Operating profit/loss (7,835,421) (14,770,136) (8,239,615) (15,179,980)
Profit/loss on financial investments
Interest income 285 330 285 330
Interest expense (90,930) (131,876) (497) (129,702)
Profit/loss before tax (7,926,066) (14,901,682) (8,239,827) (15,309,352)
Tax on profit/loss for the year 9 (22,466) (129,331) 0 0
PROFIT/LOSS FOR THE YEAR (7,948,532) (15,031,013) (8,239,827) (15,309,352)
Other comprehensive income
Items that may be
reclassified to profit or loss
Translation of foreign subsidiary (164,601) 12,777
TOTAL COMPREHENSIVE INCOME FOR (8,113,133) (15,018,236) (8,239,827) (15,309,352)
THE YEAR
Total comprehensive income for the year
attributable to
parent company shareholders (8,113,133) (15,018,236)
Earnings per share basic and diluted 10 (0.14%) (0.32%)
Average number of shares 58,692,491 46,589,486

*Earnings per share is calculated by dividing comprehensive income by the weighted average number of shares during the year. There is no dilution effect.



BALANCE SHEET

Group Group Parent Parent
Company Company
2017 2016 2017 2016
(SEK) Note Dec. 31 Dec. 31 Dec. 31 Dec. 31
ASSETS
Noncurrent assets
Intangible assets 11
Patents and licenses 4,042,221 3,437,959 4,042,221 3,437,959
Total intangible assets 4,042,221 3,437,959 4,042,221 3,437,959
Property, plant and equipment 12
Equipment, tools, fixtures, and fittings 3,021,947 1,083,507 841,708 963,504
Total property, plant and equipment 3,021,947 1,083,507 841,708 963,504
Noncurrent financial assets
Participations in Group companies 13 0 0 100,009 100,009
Total noncurrent financial assets 0 0 100,009 100,009
Deferred tax assets 14 1,718,000 1,718,000 1,718,000 1,718,000
Total noncurrent assets 8,782,168 6,239,466 6,701,938 6,219,472
Current assets
Inventories
Finished goods 3,169,510 1,503,362 3,169,510 1,503,362
Total inventories 3,169,510 1,503,362 3,169,510 1,503,362
Current receivables
Accounts receivable 15 4,089,893 4,568,804 1,443,202 942,928
Receivables from Group companies 0 0 2,240,115 4,902,284
Other receivables 16 595,328 488,538 556,909 488,440
Prepaid expenses and accrued income 17 4,750,887 4,769,991 4,833,387 4,658,869
Total current receivables 9,436,108 9,827,333 9,073,613 10,992,521
Cash and cash equivalents 18 4,917,690 4,281,297 4,031,762 2,052,733
Total current assets 17,523,308 15,611,992 16,274,885 14,548,616
TOTAL ASSETS 26,305,476 21,851,458 22,976,823 20,768,088
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BALANCE SHEET

Group Group Parent Parent
Company Company
(SEK) Note DE(?. 13-1, 033.13? 03213-1, Dgt?. 13?
EQUITY AND LIABILITIES
Equity
Share capital 19 15,073,541 13,823,541 15,073,541 13,823,541
Additional paid-in capital 157,930,935 120,880,007 0 0
Total restricted equity 15,073,541 13,823,541
Share premium reserve 0 0 158,751,947 149,247,252
Accumulated loss (146,694,676)  (104,117,432)  (147,894,123)  (132,584,771)
Other comprehensive income (174,600) (9,999) 0 0
Profit/loss for the year (7,948,532) (15,031,013) (8,239,827) (15,309,352)
Total unrestricted equity 2,617,997 1,353,129
Total equity attributable to
parent company shareholders 18,186,668 15,545,104 17,691,538 15,176,670
Noncurrent liabilities
Due to credit institutions 20 1,755,377 0 0 0
Total noncurrent liabilities 1,755,377 0 0 0
Current liabilities
Accounts payable 1,332,477 1,551,736 1,332,477 1,551,736
Due to credit institutions 20 351,528 134,776 0 0
Liabilities to Group companies 0 0 100,000 100,000
Other liabilities 461,247 367,638 220,074 175,916
Accrued expenses and deferred income 21 4,218,179 4,252,204 3,632,734 3,763,766
Total current liabilities 6,363,430 6,306,354 5,285,285 5,691,418
TOTAL EQUITY AND LIABILITIES 26,305,476 21,851,458 22,976,823 20,768,088
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STATEMENT OF CASH FLOWS

Parent Parent

Group Group Company Company
(SEK) Note 2017 2016 2017 2016
Operating activities
Operating profit/loss (7,937,646) (14,770,136) (8,239,616) (15,179,980)
Adjustment for items not affecting cash flow 22 1,280,749 1,306,711 1,280,749 1,224,805
Change in working capital 23 (1,697,978) (2,480,140) (58,372) (8,360,518)
Interest received 285 330 286 330
Interest paid (497) (131,876) (497) (129,702)
Cash flow from operating activities (8,355,087) (16,075,111) (7,012,450) (17,445,065)
Investing activities
Contribution to subsidiary 0 0 0 0
Acquisition of subsidiary 0 0 0 0
Acquisition patent (1,307,538) (1,427,053) (1,307,539) (1,427,053)
Acquisition of property, plant and equipment (455,677) (10,364) (455,677) (10,364)
Acquisition of short-term investment 0 0 0 0
Cash flow from investing activities (1,763,215) (1,437,417) (1,763,216) (1,437,417)
Financing activities
Rights issue for the year 24 10,754,695 17,241,365 10,754,695 17,241,365
New loans 0 5,500,000 0 5,500,000
Amortization of loans 0 (3,000,000) 0 (8,000,000)
Cash flow from financing activities 10,745,695 19,741,365 10,754,695 19,741,365
Total cash flow after
financing activities 636,393 2,228,837 1,979,029 858,883
Cash and cash equivalents, Jan. 1 4,281,297 2,052,460 2,052,732 1,193,850
Exchange rate difference in cash and cash
equivalents
Cash and cash equivalents, Dec. 31 18 4,917,690 4,281,297 4,031,761 2,052,733
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CHANGES IN EQUITY

GROUP
Other
Additional Accumu- compre- Total

Share paid-in lated hensive Profit/loss equity
(SEK) capital capital loss income for the year
Opening balance
as of January 1, 2016 9,215,694 126,719,786 (107,185,116) (22,776) (19,905,613) 8,821,975
Appropriation of profits
as resolved by AGM (19,905,613) 19,905,613 0
Rights issues 4,607,847 18,431,387 23,039,234
Issue costs (1,297,869) (1,297,869)
Reversal of statutory reserve (5,839,779) 5,839,779 0

Total comprehensive

income for the year 12,777 (15,031,013) (15,018,236)

Closing balance as of

December 31, 2016 13,823,541 120,880,007 (104,117,432) (9,999) (15,031,013) 15,545,104

Appropriation of profits

as resolved by AGM (15,031,013) 15,031,013 0

Reclassification from issuances
2015 and 2016

Rights issues 1,250,000 10,250,000 11,500,000
Issue costs (745,303) (745,303)

27,546,231  (27,546,231)

Total comprehensive income for the

(164,601)  (7,948,532) (8,113,133)
year

Closing balance as of

December 31, 2017 15,073,541 157,930,935 (146,694,676) (174,600) (7,948,532) 18,186,668

The Company has not paid or proposed any dividend.
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PARENT COMPANY

Share

Share Statutory premium Accumulated Profit/loss for
(SEK) capital reserves reserve loss the year Total equity
Opening balance 9,215,694 5,839,779 132,113,734 (118,424,172)  (20,000,378) 8,744,657
as of January 1, 2016
Appropriation of profit/loss
as resolved by AGM (20,000,378) 20,000,378 0
Rights issue 4,607,847 18,431,387 23,039,234
Issue costs (1,297,869) (1,297,869)
Reversal of statutory (5,839,779) 5.839,779 0
reserve
Total comprehensive (15,300,352)  (15,309,352)
income for the year
Closing balance as of
December 31, 2016 13,823,541 0 149,247,252 (132,584,771) (15,309,352) 15,176,670
Appropriation of profit/loss
as resolved by AGM (15,309,352) 15,309,352 0
Rights issue 1,250,000 10,250,000 11,500,000
Issue costs (745,305) (745,305)
Total comprehensive (8,239,827) (8,239,827)
income for the year . N
Closing balance as of 15,073,541 0 158,751,947 (147,894,123)  (8,239,827) 17,691,538

December 31, 2017

The Company has not paid or proposed any dividend.
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NOTE 1 ACCOUNTING POLICIES

GENERAL INFORMATION

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

IERS 15 governs the recognition of revenue. The principles on which IFRS 15
is based will provide users of financial statements with more useful informa-
tion about the company's revenue. Under this increased disclosure requirement,
information must be provided on the revenue’s nature, timing and uncertainty
in connection with revenue recognition, as well as cash flows arising from
customers with contracts. According to IFRS 15 revenue should be recognized
when the customer assumes control of the sold goods or service and is able to
use or benefit from the goods 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. Implementation of IFRS 15 will not materially
affect how the Group reports revenue and consequently, there is no need for a
transition method.

IFRS 9 - Financial Instruments

IFRS 9 Financial Instruments is replacing IAS 39 Financial Instruments:
Recognition and Measurement. The new standard differs significantly from the
current standard IAS 39. The standard contains new principles for classifica-
tion and measurement of financial assets. Measurement is based partly on the
company’s “business model” (purpose of holding the asset), and partly on the
“contractual cash flows” of the instrument. The Group has evaluated the effects
of the introduction of IFRS 9 and has determined that there are no significant
differences between the new standard and the Group’s current principles for
either classification and measurement of financial instruments, or impairment
of doubtful accounts receivable. Genovis has chosen to apply the standard
commencing on January 1, 2018. On each balance sheet date, the company will
assess the credit risk for accounts receivable and calculate a loss reserve.



IFRS 16 — Leases

Genovis has chosen to apply IFRS 16 commencing on January 1, 2018. IFRS
16 replaces the IFRS standards that currently regulate accounting for leas-

ing — specifically IAS 17, IFRIC 4, SIC-15 and SIC-27. Many of the judgments
required under IFRS 16 are required already today under IAS 17 for financial
leases. The challenge of IFRS 16 is that a much greater variety of contracts are
now covered by these judgements and estimates, including leases that are capi-
talized as assets and liabilities in the balance sheet, with the effect that the cost
in the income statement is allocated to depreciation of operating income and
interest expense in net financial items. The Company is applying the simplified
approach for the transition.

The standard requires assets and liabilities arising from all leases, with some
exceptions, to be recognized on the balance sheet. This model reflects that,

at the start of a lease, the lessee obtains the right to use an asset for a period

of time and has an obligation to pay for that right. In the income statement,
depreciation is reported separately from interest expense attributable to the lease
liability. As a result of the transition to IFRS 16, the Company's other external
costs will decrease, financial expenses will increase and the balance sheet will
increase. The Group will apply IFRS 16 retroactively as well as the simplifica-
tion rule regarding short-term leases. Consequently, this will not have a signifi-
cant effect on the recalculation of 2017. No other IFRSs or IFRS Interpreta-
tions Committee (IFRIC) interpretations that have not yet gone into effect are
expected to have any significant 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 execu-

tive management regularly assess the deferred tax and intangible assets. The
Parent Company has a deferred tax asset amounting to SEK 1,718k (1,718k)

at the end of the period, corresponding to a loss carryforward of SEK 7,809k.
Valuation of loss carryforwards and the Company’s ability to utilize unused tax
losses is based on the assumption that taxable profit will be generated by the
company in the foreseeable future. The Company has had a steady increase in
sales of about 25% in recent years and senior management believes that sales
will continue to increase, in part because of increased resources in the US and
in part because of the establishment in Asia with distributors and partners. The
valuation of intangible assets is reviewed at least annually or more frequently if
there are indications that an impairment may have occurred.

Consolidated cash and cash equivalents at year-end amounted to SEK 4,918k
(4,281k). Taking into account the private placement in April 2017, which raised
SEK 11,500k for the Company before issue expenses, along with expected
revenue, the Board believes that the existing working capital is sufficient to

run the Company over the next twelve months and moving forward. Should
the conditions change, measures to raise additional capital may be considered.
With shareholder approval, Genovis can issue new shares, buy back shares, or
increase/decrease loans. The capital structure is regularly revised. On Decem-
ber 31, 2017 consolidated shareholders' equity was SEK 18,187k (15,545k) and
Genovis AB’s shareholders’ equity was SEK 17,692k (15,177k).
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CONSOLIDATED ACCOUNTS

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

eliminated on consolidation.

Subsidiaries are accounted for using the purchase method. Under this method,
an acquisition of a subsidiary is treated as a transaction in which the Group
indirectly acquires the subsidiary's assets and assumes its liabilities and contin-
gent liabilities. Consolidated cost is established through an acquisition analysis
in conjunction with the acquisition. The analysis establishes the cost of the par-
ticipations or business and the fair value, on the acquisition date, of acquired
identifiable assets and assumed liabilities and contingent liabilities. The cost for
the subsidiary’s shares and operations comprises the sum of fair values at the
acquisition date for paid assets, incurred or assumed liabilities and for issued
equity instruments submitted as payment in exchange for the acquired net
assets, plus the transaction costs directly attributable to the acquisition. In the
case of business combinations where the acquisition cost exceeds the net value
of the acquired assets and liabilities, as well as any contingent liabilities, the
difference is reported as goodwill. When the difference is negative it is recog-
nized 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 subsidiaries have been changed where necessary
to ensure consistency with the policies adopted by the Group.

FOREIGN CURRENCIES

Functional currency

The functional currency is the currency of the primary economic environments
in which the companies operate. The Parent Company’s functional currency is
SEK, as is the reporting currency for the Parent Company and the Group.

Foreign currency translation

Transactions denominated in foreign currencies

Transactions denominated in foreign currency are translated to the functional
currency at the exchange rates prevailing at the transaction date. Monetary
assets and liabilities in foreign currency are converted to the functional cur-
rency using the rate prevailing at the end of the reporting period. Exchange rate
differences arising on translation are recognized in profit or loss for the year.
Exchange gains and losses on operating receivables and liabilities are included
in operating profit or loss, while exchange differences on financial receivables

and liabilities are recognized among financial items.

Translation of foreign operations

The assets and liabilities of foreign operations are translated from the foreign
operation's functional currency to the Group's reporting currency, SEK, at for-
eign exchange rates prevailing at the balance sheet date. Revenues and expenses
of foreign operations are translated to SEK at the average rate prevailing at each
of the transaction dates. Translation differences arising in the translation of

foreign operations are recognized in other comprehensive income.



INVENTORIES

Inventory is valued, applying the first in, first out (FiFO) principle, at the

lower of cost or net realizable value. Production date has also been taken into
account. Cost includes material, labor and other manufacturing costs. Finished
goods have a shelf-life of about 1-2 years. Genovis never delivers goods with less
than 25 percent of total shelf-life remaining.

STATEMENT OF CASH FLOWS

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

and bank deposits.

NOTE 2 NET SALES

Sales are based on a measure called net sales, which excludes revenues that are
not attributable to sales of products and services. Management considers the
business from a product perspective where operations only comprise one seg-
ment* that is used to make strategic decisions. The segment comprises unique
enzymes that facilitate development and quality control of biopharmaceuticals,
as well as one product for specific antibody labeling. Reference is made to the
financial statements concerning primary segment reporting. Income is recog-
nized in the income statement provided that all significant risks and rewards
related to owning the goods have been transferred to the customer. Revenues
for services are recognized in the income statement when the assignment is
completed since the services Genovis provides involve a very short period of
time. Sales are carried net of VAT.

The information presented relating to revenues, assets and investments refers
solely to the specified geographic area.

Group Group Parent Parent
Revenue 2017 2016 Company Company
2017 2016
Sweden 360,274 214,279 360,274 214,279
Other countries 22,506,992 18,327,662 17,821,406 13,981,545
Total 22,867,266 18,541,941 18,181,680 14,195,824
Assets
Sweden 7,064,168 4,521,466 4,883,929 4,401,463
Total 7,064,168 4,521,466 4,883,929 4,401,463
Investments
Sweden 1,763,216 1,437,417 1,763,216 1,437,417
Total 1,763,216 1,437,417 1,763,216 1,437,417

*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. Operating segments are reported in a manner consistent with the internal reporting provided to the
chief operating decision maker. At Genovis this function has been identified as the Group’s CEO.
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NOTE 3 OTHER REVENUE

Insurance revenue 2016 relates to the settled patent dispute in the US.

Grou Grou Parent Parent

201‘.; 2012 Company Company

2017 2016

Exchange gains 0 699,600 0 699,600

Insurance reimburse- 0 5,097,691 0 5,097,691
ment

Other 23,039 359 0 18

Total 23,039 5,797,650 0 5,797,309

NOTE 4 RELATED PARTY TRANSACTIONS

Genovis’ board member and principal owner Mikael Lénn, who holds a 20.72
percent stake in Genovis, owns 12.24 percent of the shares in Redeye AB, for
which Mikael Lénn is also a board member. Genovis purchased issuance ad-
visory and analysis services from Redeye AB for a total of SEK 1,033k in 2017.
The transactions took place on market terms.

NOTE 5 AUDITORS’ FEES

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

audits or the performance of such tasks.

Group Group Parent Parent
2017 2016 Company Company
2017 2016

PwC
Auditing assignments 171,000 189,450 171,000 189,450
Non-audit assignments 0 0 0 0
Tax services 0 41,500 0 41,500
Other services 49,250 103,100 49,250 103,100
Total 220,250 334,050 220,250 334,050



NOTE 6 LEASES

A lease under which the risks and rewards incidental to ownership of a noncur-
rent asset are substantially transferred to the Group is classified as a finance
lease. At the commencement of the lease period, finance leases are recognized
in the balance sheet at the lower of the fair value of the asset and the present
value of the minimum lease payments. Equivalent payment obligations, less
financial expenses, are included in the balance sheet items long-term borrow-
ing and short-term borrowing. Each lease payment is divided into interest and
amortization of the liability. The interest is recognized in the income state-
ment and allocated to each period so as to produce a constant periodic rate of
interest on the remaining balance of the liability. Noncurrent assets held under
finance leases are depreciated over the useful life of the asset or the lease period,
whichever is shorter, unless it can be established with reasonable certainty that
ownership is transferred to the lessee at the end of the lease term.

Leases in which a significant share of the risks and benefits of ownership are
retained by the lessor are classified as operating leases. Payments made during
the lease term (less any incentives from the lessor) are recognized as expenses on
a straight-line basis over the lease term.

Rent for premises pertains to the premises of the parent company and the sub-
sidiary, Genovis Inc. The parent company has a nine-month period of notice.
In the event of early termination of the contract prior to the expiration date of
Sept. 30, 2018, the remaining amount of the cost of rent shall be paid to the
landlord. Genovis Inc. has a lease that runs until

March 31, 2018.

Group Group Parent Parent
Cost for the year 2017 2016 Company Company
2017 2016
Car leases 0 0 89,551 72,340
Rent for premises 2,020,438 1,796,963 1,986,397 1,763,965
Total 2,020,438 1,796,963 2,075,948 1,836,305
Future_ payment Group Parent Parent
com_mltments, Group 2017 2016 Company Company
nominal value 2017 2016
Car leases
Within 1 year 0 0 62,376 11,850
Between 1 and 5 years 0 0 114,356 0
More than 5 years 0 0 0 0
Rent for premises
Within 1 year 2,012,792 1,801,179 1,980,028 1,801,672
Between 1 and 5 years 40,980 43,609 0 0
More than 5 years 0 0 0 0
Total 2,053,772 1,844,788 2,156,760 1,813,522
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NOTE 7 PERSONNEL

All employees of the Parent Company are covered by a pension plan. The pen-
sion plan is administered by Collectum or individual choice, depending on the
date that employment began, and is classified as a defined contribution pension
plan. In a defined contribution plan, fixed payments are made to a separate
entity, after which there are no legal or formal obligations to pay additional
fees. Contributions for pension insurance are recognized as an expense in the

income statement as incurred.

Parent Parent
Average number of Group Group
employees 2017 2016 Company Company

2017 2016

Total 16 12 16 12
Women 11 9 11 9
Salaries and remunera-
tion
Board and CEO 1,524,194 1,033,150 1,524,194 1,033,150
Other employees 7,477,904 6,026,168 7,477,904 6,026,168
Total salaries 9,002,098 7,059,318 9,002,098 7,059,318

Social security expenses 2,458,341 2,023,339 2,458,341 2,023,339

Pension costs CEO 206,388 197,910 206,388 197,910
Pension costs, other 933,494 856,999 933,494 856,999
employees

Total social security

charges and pension 3,598,223 3,078,248 3,598,223 3,078,248
costs

Other personnel costs 612,487 612,636 612,487 612,636
Total 13,212,808 10,750,202 13,212,808 10,750,202

Remuneration and other benefits for the Board, CEO and senior

executives
Basic salary/ Pension

Board fees costs Total
Marten Winge, Chairman
of the Board 150,000 0 150,000
Jacob Engellau 75,000 0 75,000
Mikael Lénn, Board member 75,000 0 75,000
Kenth Petersson 75,000 0 75,000
Lena Martensson Wernrud 75,000 0 75,000
Fredrik Olsson,
Chief Executive Officer 1,074,194 206,388 1,280,585
Total 1,524,194 206,388 1,730,582

In 2017 the Board was composed of 4 men and 1 woman. In 2016 the Board
was composed of 4 men and 1 woman. Group Management consists only of
the Chief Executive Officer, a man. There are no pension terms and conditions
other than the customary.
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REMUNERATION GUIDELINES FOR SENIOR EXECUTIVES AS
RESOLVED AT THE 2017 ANNUAL GENERAL MEETING

Fixed remuneration policy

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

Variable remuneration policy

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 to propose a share-related or
market value-related incentive program to the Annual General Meeting. The
Annual General Meeting makes the decisions regarding such incentive pro-
grams.

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

Termination and severance pay

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

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

NOTE 8 DEPRECIATION, AMORTIZATION
AND IMPAIRMENT

Grou Grou Parent Parent
201'; 2012 Company Company
2017 2016
Amortization patent,

brands and licenses (703,276) (610,614) (7083,276) (610,614)

Amortization equipment,
tools, fixtures and fittings (905,867) (683,319) (577,473) (614,191)
Total (1,609,143) (1,293,933) (1,280,749)  (1,224,805)
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NOTE 9 INCOME TAX

All tax deemed payable on reported earnings, adjustment of previous years’ tax
and deferred tax is reported in the income statement. The Group uses the bal-
ance sheet method to calculate deferred tax assets and liabilities. Under the bal-
ance sheet method, the calculation is based on tax rates as of the balance sheet
date as applied to temporary differences between the reported and tax value of
an asset or liability, as well as tax loss carryforwards. Reported income taxes es-
sentially only include deferred tax as the Group does not report tax profits. The
deferred tax asset in the Parent Company as of Dec. 31, 2017, is SEK 1,718k
(1,718k) corresponding to a loss carryforward of SEK 7,809k. The Company's
unutilized loss carryforward as of Dec. 31, 2017 amounts to SEK 169,319k
(161,119k). Deferred tax assets are recognized in the balance sheet only to the
portion of value that can probably be utilized in the foreseeable future, against
which the temporary differences can be utilized.

Tax on reported loss is attributable to taxes on subsidiaries in the US. The
change in the US tax rate (from 35% to 21%) will not have any effect in 2017,
but will have an effect in the future.

Grou Parent Parent

2012 Group 2016 Company Company

2017 2016

Profit/loss before tax (7,926,066) (14,901,682) (8,239,827) (15,309,352)

Tax at nominal tax rate,
22% (22)

Tax effect from non-
deductible items

(1,743,735)  (3,275,559)  (1,812,762)  (3,368,057)

8,727 10,238 8,727 10,238

Tax effect of tax assets
that are not assigned a 1,712,541 3,135,990 1,804,035 3,357,820
value

Tax on reported

. (22,466) (129,331) 0 0
earnings
Reversal of deferred tax
due to loss for tax 0 0 0 0
purposes
Deferred tax 0 0 0 0

NOTE 10 EARNINGS PER SHARE

Basic earnings per share is calculated by dividing comprehensive income at-
tributable to the shareholders of the Parent Company by the weighted average
number of outstanding shares during the period.

Group Group

2017 2016

Profit/loss for the year, SEK (8,113,133) (15,018,236)
Weighted average number of outstanding shares 58,692,491 46,589,486
Number of shares at year-end 60,294,162 55,294,162
Basic earnings per share, SEK (0.14) (0.32)



NOTE 11 - INTANGIBLE ASSETS

Patent

The Group’s expenditures for patents are capitalized when fulfilling the prereq-
uisites of being entered as intangible assets, in accordance with IAS 38. Patents
have a limited useful life and are therefore recognized at cost less accumulated
amortization. The amortization period begins when the patent has commercial-
ized, i.e., launched as a new product or application. An amortization period of
10 years for patents is justified because most of them have at least this duration
with the option for extension.

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

Grou Parent Parent

Patents and licenses Group 2017 2012 Company Company

2017 2016

Sg’:tn'”g 6,799,562 5,372,508 6,799,562 5,372,508

Solt_j/dlsposed of 0 0 0 0
during the year

Acquisition/capitalization 1,307,539 1,427,054 1,307,539 1,427,054

Closing

8,107,101 6,799,562 8,107,101 6,799,562
cost

Opening accumulated
depreciation
Disposals 0 0 0 0

Depreciation/amortization
for the year

(3,361,603) (2,750,989)  (3,361,603) (2,750,989

(703,276)  (610,614) (703,276) (610,614)

Closing accumulated

depreciation (4,064,879) (3,361,603)  (4,064,880)  (3,361,603)

Opening accumulated

. . 0 0 0 0
impairment

Disposals 0 0 0 0
_Clos[ng accumulated 0 0 0 0
impairment

Carrying amount 4,042,222 3,437,959 4,042,221 3,437,959
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NOTE 12 - PROPERTY, PLANT AND EQUIPMENT

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

Property, plant, and equipment are 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

Of depreciation and amortization for the year, SEK 328,394 (69,128) relate to
leases. Cost of acquisition is SEK 2,856,787 and the carrying amount at the
end of the period is SEK 2,180,239.

E_quipment, to_ol_s, Group 2017 Group Co:;'::; Cor?!?af:;
fixtures, and fittings 2016 2017 2016
Cocf’set”ing 6,706,453 6,696,089 6,267,945 6,257,581
Purchases 2,912,464 10,364 455,677 10,364
Disposals (327,389) 0 0 0
S('::ing 9,201,528 6,706,453 6,723,622 6,267,945

Opening accumulated

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

Depreciation on

. 259,232 0 0 0
disposals

Depreciation/amortization

for the year (905,867)  (683,319) (577,473) (614,191)

Closing accumulated
depreciation

Carrying amount 3,021,947 1,083,507 841,708 963,504

(6,269,481) (5,622,946)  (5,881,914)  (5,304,441)

NOTE 13 - PARTICIPATIONS IN GROUP COMPANIES

Parent Parent

Company Company

2017 2016

Opening cost of acquisition 22,477,863 22,477,863

Acquisitions for the year 0 0

Forgiven receivable 0 0

Shareholders’ contributions for the year 0 0

Closing accumulated cost 22,477,863 22,477,863

Opening accumulated impairment (22,377,854) (22,377,854)

Impairment for the year 0 0

Closing accumulated impairment losses (22,377,854) (22,377,854)

Carrying amount 100,009 100,009

Name Re_gistered Company Shar_e- Number  Carrying
office reg. no. holding of shares amount

Genovis Inc. Delaware, USA 100% 1,000 9

GeccoDots AB Malmo 556779-7286 100% 1,000 100,000
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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 is SEK 169m.

Grou Grou Parent Parent

201'; 2012 Company Company

2017 2016

Taxloss carryforwardsin 4 748690 1718000 1,718,000 1,718,000
Sweden

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

NOTE 15 FAIR VALUE OF FINANCIAL
INSTRUMENTS IN THE GROUP

The Group does not hold any derivatives at this time. The Group's financial
instruments consist primarily of accounts receivable, cash and cash equivalents,
liabilities to credit institutions relating to leasing contracts, and accounts pay-
able and are recognized in accordance with the trade date principle. Accounts
receivable are amounts due from customers for goods sold or services rendered
in the ordinary course of business. They are included in current assets, except
for items with maturities greater than 12 months after the reporting date,
which are classified as noncurrent assets. 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 receiv-
able are reported under operating expenses. The fair value of accounts receivable
corresponds to the carrying amount. The credit quality of receivables with no
provision is considered to be good.

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

Carrying amount Fair value
Financial assets
Accounts receivable 4,089,893 4,089,893
Other receivables 595,328 595,328
Cash and cash equivalents 4,917,690 4,917,690
Financial liabilities
Noncurrent liabilities to credit institutions 1,755,377 2,067,377
Accounts payable 1,332,477 1,332,477
Other liabilities 812,775 500,775
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Accounts receivable are entered at the amounts by which they are expected to
be paid, after individual assessment As of December 31, 2017, accounts receiv-
ables of SEK 2,251,142 were past due. No need for impairment was considered
to be present since the overdue receivables relate to a number of customers

who have not previously had any difficulties paying. The fair value of accounts
receivable corresponds to the carrying amount. The credit quality of receivables
with no provision is considered to be good.

Below is an age analysis of these trade receivables:

2017
Less than 3 months 1,947,653
3 to 6 months 247,545
> 6 months 55,944
Total overdue 2,251,142
NOTE 16 OTHER RECEIVABLES
Grou Grou Parent Parent
Balance, December 31 20 1’; 20 12 Company Company
2017 2016
Recoverable VAT 444,341 478,980 444,341 478,980
Other 150,987 9,558 112,568 9,460
Total 595,328 488,538 556,909 488,440
NOTE 17 PREPAID EXPENSES AND
ACCRUED INCOME
Group Group Parent Parent
Company Company
2017 2016 2017 2016
Marketing 0 68,228 0 0
Trade shows/confer- 79.404 49,079 79,404 0
ences
License fee sales 175,770 175,545 175,770 175,545
support system
Insurance 313,505 352,477 313,505 352,477
Rent 538,012 480,749 538,012 480,749
nsurance reimburse- 3,457,000 3,457,000 3,457,000 3,457,000
Other items 187,196 186,913 269,696 193,098
Total 4,750,887 4,769,991 4,833,387 4,658,869

NOTE 18 CASH AND CASH EQUIVALENTS

Cash and cash equivalents on the balance sheet and the statement of cash flows
consist of cash in banks.

Grou Grou Parent Parent

Balance, December 31 20 1’; 20 12 Company Company
2017 2016

Bank deposits 4,917,690 4,281,297 4,031,762 2,052,733
Total 4,917,690 4,281,297 4,031,762 2,052,733
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NOTE 19 SHARES

All shares are issued and fully paid.

Number of shares Par value Shares
As of December 31, 2016 0.25 55,294,162
Rights issue registered April 26, 2017 0.25 5,000,000
As of December 31, 2017 0.25 60,294,162

NOTE 20 LIABILITIES TO CREDIT INSTITUTIONS

Liabilities to credit institutions relate in their entirety to the present value of estimat-
ed future lease payments. Leasing contracts lack variable fees, there is no possibility
of extending the agreements, but there is an option to acquire the lease objects.

Parent Parent
Group 2017 Group 2016 Company Company
2017 2016
Noncurrent interest-bearing liabilities
Maturity between 1 and 1,755.377 0 0 0
5 years
Total 1,755,377 0 0 0
Current interest-bearing liabilities
Maturity within 1 year 351,528 134,776 0 0
Total 351,528 134,776 0 0

NOTE 21 - ACCRUED EXPENSES AND
DEFERRED INCOME

Royalties relate in part to the acquisition of patent rights for [IgGZERO (En-
doS), GlycINATOR (EndoS49) and FabALACTICA (IgdE). The patent gives
the inventors the right to royalties on Genovis’ patent-related sales during the
term of the patent. In part royalties for SiteClick™; Genovis has a license for
SiteClick™ from Life Technologies Corporation. The SiteClick™ brand belongs
to Life Technologies Corporation.

Grou Grou Parent Parent

20 1‘; 20 12 Company Company

2017 2016

Accrued payroll-related 2,337,189 1,890,451 2,337,189 1,890,451
expenses

Royalties 129,687 134,101 129,687 134,101

Legal expenses 0 51,475 0 51,475

Board fees 591,390 492,825 591,390 492,825

Prepaid lease revenue 337,924 1,013,752 337,924 1,013,752

Other items 821,989 669,598 236,544 181,162

Total 4,218,179 4,252,202 3,632,734 3,763,766

NOTE 22 ITEMS NOT AFFECTING CASH FLOW

Grou Grou Parent Parent

20 1'; 20 12 Company Company

2017 2016

Amortization 1,280,749 1,293,933 1,280,749 1,224,805
Exchange rate difference 0 12,778 0 0
Impairment losses 0 0 0 0
Total 1,280,749 1,306,711 1,280,749 1,224,805
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NOTE 23 CHANGE IN WORKING CAPITAL

Group Group Parent Parent

Company Company

2017 2016 2017 2016

Inventories (1,666,148) (542,927) (1,666,148) (542,927)

Accounts receivable and

. 139,221  (2,021,954) 1,990,975 (3,243,100)
other receivables

Accounts payable and

other payables (171,051) 84,741 (378,199) 425,509

Total (1,697,978)  (2,480,140) (53,372)  (3,360,518)
NOTE 24 RIGHTS ISSUE FOR THE YEAR

Grou Grou Parent Parent

201’; 2012 Company Company

2017 2016

Issue proceeds 11,500,000 23,039,234 11,500,000 23,039,234
Set-off 0 (4,500,000) 0 (4,500,000)
Issue costs (745,305) (1,297,869) (745,305) (1,297,869)
Total 10,754,695 17,241,365 10,754,695 17,241,365

NOTE 25 POST-BALANCE SHEET EVENTS

After the end of the financial year, until the signing of the annual report, the
Company signed a distribution agreement with Chayon Laboratories Inc. for
the South Korean market.

NOTE 26 RISK FACTORS

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

OPERATING RISKS

Technology-related risks

'The technology is under constant development, which means a risk is present
that the technology or various applications of the technology may not work as
expected. Furthermore, there is a risk that development could take significantly
longer than expected and would therefore generate development expenditure

at an accelerating pace. Corporate management’s strategy has therefore chosen
to divide development into smaller stages and milestones and evaluate the out-
come 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 capac-
ity, which could affect the timing of the market launch of these products. Genovis
strives to reduce production-related risks by expanding its own production.

Key personnel

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

Patents and intellectual property

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

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

Distributors and dealers

Genovis is dependent to some extent on distributors who market the company’s
products in their respective markets. To avoid the negative consequences associ-
ated with unsuccessful marketing by these distributors, Genovis avoids signing
agreements for exclusive sales as far as is possible, which always allows the op-
portunity 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. The Group’s
revenue, however, is largely dependent on other currencies, primarily the USD
and the EUR.  The calculation below is an assumption of the impact of a

5% change in the exchange rate on sales, which the Company experienced in
2017.

Currency Estimat- Net volume Impact on earnings/

ed exchange rate, 2017, SEK equity in SEK thousand of a 5%

2018 thousand currency fluctuation

USD: 8.50 11,915 +/- 596

EUR: 9.46 9,256 +/- 476
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.
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Interest risk

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

Liquidity risk

Liquidity risk consists of the risk that the Group cannot obtain funds to meet
its obligations. Consolidated cash and cash equivalents including short-term
investments at the end of the twelve-month period amounted to SEK 4,918k
(4,281k). Taking into account the private placement in April 2017, which raised
SEK 11,500k for the Company before issue expenses, along with expected rev-
enue, the Board believes that the existing working capital is sufficient to run the
Group over the next twelve months. The Company prepares cash flow reports
on an ongoing basis to ensure that the Company has cash and cash equivalents
to run the business over the next 12-month period. Interest-bearing liabilities
for credit institutions are shown below.

Grou Grou Parent Parent
Interest-bearing liabilities, SEK 201'; 2012 Company Company
thousand 2017 2016
Noncurrent interest-bearing
liabilities
Maturity date up to 1 year from B _
the balance sheet date. 352 135
Maturity date between 1 and 5 1755 ) B _
years from the balance sheet date ’
Other current liabilities
Maturity within 1 year 1,793,724 1,919,374 1,552,551 1,727,652

Cash flow risk

The Board’s financial objective is to have a financial position that helps to retain
the trust of investors, lenders and the market, while serving as a stable founda-
tion for continued development of the business. Senior management is aware of
the importance of minimizing tied up capital, including in inventory and ac-
counts receivable. In the run-up to the anticipated increase in activity in 2018,
the Company will focus on maintaining a desirable low level of tied up capital.
The Company prepares cash flow forecasts on an ongoing basis to ensure that
the Company has cash and cash equivalents to run the business over the next
12-month period.

NOTE 27 APPROPRIATION OF PROFITS

The Board of Directors and CEO propose

that unrestricted equity be treated as SEK
follows:

Accumulated loss, SEK (147,894,123)
Profit/loss for the year, SEK (8,239,827)
Share premium reserve 158,751,947
Comprehensive income 2,617,997



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
position and results of operations. The financial state-
ments 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.

Lund April 19, 2018

Marten Winge Mikael Lonn

Chairman of the Board

Jacob Engellau

Fredrik Olsson
Chief Executive Officer

AUDITOR’S SIGNATURE
Our Audit Report was submitted on April 20, 2018

PricewaterhouseCoopers AB

Sofia Gétmar-Blomstedt
Authorized public accoun-
tant
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The Administration Report of the Group and the par-
ent company provides a fair overview of the develop-
ment of the Group's and the parent company's opera-
tions, position and results of operations and describes
material risks and uncertainties facing the parent
company and the companies included in the Group.

The annual accounts and consolidated accounts have
been approved for the Board to issue on April 19, 2018.
The consolidated income statement and balance sheet
and the Parent Company’s income statement and bal-
ance sheet will be presented for adoption at the Annual
General Meeting to be held on May 17, 2018.

Kenth Petersson Lena Mirtensson Wernrud
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Auditors' report

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

Report on the annual accounts
and consolidated accounts

Opinions
‘We have audited the annual accounts and consolidated accounts
of Genovis AB for 2017.

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, 2017 and of its financial performance and its
cash flow for the year then ended in accordance with the Annual
Accounts Act. The consolidated accounts have been prepared in
accordance with the Annual Accounts Act and present fairly, in
all material respects, the financial position of the Group as of

31 December 2017 and of their financial performance and cash
flow for the year then ended in accordance with International
Financial Reporting Standards (IFRS), as adopted by the EU,
and the Annual Accounts Act. The statutory administration
report is consistent with the other parts of the annual accounts

and consolidated accounts.

We therefore recommend that the annual meeting of sharehold-
ers adopt the income statement and balance sheet for the parent

company and the Group.

Basis for opinions

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

bilities in accordance with these requirements.

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

ficient and appropriate to provide a basis for our opinions.

Information other than the annual accounts

and consolidated accounts

This document also contains other information than the
annual accounts and the consolidated financial accounts
and can be found on pages 1-19. The Board of Directors and
the Chief Executive Officer are responsible for this other

information.

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

statement of assurance regarding this other information.

In connection with our audit of the annual accounts and
consolidated accounts, it is our responsibility to read the
information identified above and consider whether the infor-

mation is materially inconsistent with the annual accounts

and consolidated accounts. In this procedure, we also take
into account our knowledge otherwise obtained in the audit
and assess whether the information otherwise appears to be

materially misstated.

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

nothing to report in this regard.

Responsibilities of the Board of Directors and the Chief
Executive Officer

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

ment, whether due to fraud or error.

In preparing the annual accounts and consolidated accounts,
the Board of Directors and the Chief Executive Officer are
responsible for the assessment of the ability of the Company
and the Group to continue as a going concern. They disclose,
as applicable, matters related to the ability to continue as a
going concern and using the going concern basis of account-
ing. The going concern basis of accounting is, however, not
applied if the Board of Directors and the Chief Executive
Officer intend to liquidate the company, cease operations or

have no realistic alternative but to do so.

Auditor’s responsibility

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

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

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

consolidated accounts.

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

throughout the audit. We also:



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

override of internal control.

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

effectiveness of the company’s internal control.

e Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and
related disclosures made by the Board of Directors and,

where applicable, the Chief Executive Officer.

e  Conclude on the appropriateness of the Board of Direc-
tors’ and the Chief Executive Officer’s use of the going
concern basis of accounting in preparing the annual
accounts and consolidated accounts. We also draw a
conclusion, based on the audit evidence obtained, as to
whether any material uncertainty exists related to events
or conditions that may cast significant doubt on the
company’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, the latter is
required to draw attention in the auditor’s report to the
related disclosures in the annual accounts and consoli-
dated accounts or, if such disclosures are inadequate,
to modify the opinion about the annual accounts and
consolidated accounts. Our conclusions are based on the
audit evidence obtained up to the date of the auditor’s
report. However, future events or conditions may cause a

company to cease to continue as a going concern.

e Evaluate the overall presentation, structure and content
of the annual accounts and consolidated accounts, in-
cluding the disclosures, and whether the annual accounts
and consolidated accounts represent the underlying
transactions and events in a manner that achieves fair

presentation.

e Obtain sufficient and appropriate audit evidence regard-
ing the financial information of the entities or business
activities within the group to express an opinion on the
consolidated accounts. We are responsible for the direc-
tion, supervision and performance of the group audit.

We remain solely responsible for our opinions.
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We must inform the Board of Directors of, among other
matters, the planned scope and timing of the audit. We must
also inform the Board of Directors of significant audit find-
ings during the audit, including any significant deficiencies

in internal control that the auditor identified.

Report on other legal and regulatory requirements

Opinions

In addition to our audit of the annual accounts and consoli-
dated accounts, we have also audited the administration of
the Board of Directors and the Chief Executive Officer of
Genovis AB for 2017 and the proposed appropriations of the

Company’s profit or loss.

We recommend to the general meeting of shareholders that
the loss be dealt with in accordance with the proposal in the
statutory administration report and that the members of
the Board of Directors and the Chief Executive Officer be
discharged from liability for the financial year.

Basis for opinions

We conducted the audit in accordance with generally ac-
cepted auditing standards in Sweden. Our responsibilities
under those standards are further described in the Auditor’s
Responsibilities section. We are independent of the parent
company and the Group in accordance with professional
ethics for accountants in Sweden and have otherwise fulfilled
our ethical responsibilities in accordance with these require-

ments.

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

ficient and appropriate to provide a basis for our opinions.

Responsibilities of the Board of Directors and the Chief
Executive Officer

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

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

position in general.

The Board of Directors is responsible for the company’s
organization and the administration of the company’s affairs.
‘This includes, among other things, continuous assessment

of the Company’s and the Group’s financial situation and
ensuring that the company's organization is designed so that
the accounting, management of assets and the company’s

financial affairs otherwise are controlled in a reassuring
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manner. The Chief Executive Officer shall manage the
ongoing administration according to the Board of Directors’
guidelines and instructions and among other matters take
measures that are necessary to fulfill the company’s account-
ing in accordance with law and handle the management of

assets in a reassuring manner.

Auditor’s responsibility

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

the Chief Executive Officer in any material respect:

e has undertaken any action or been guilty of any omission

which can give rise to liability to the company, or

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

Association.

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

Companies Act.

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

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

As part of an audit in accordance with generally accepted
auditing standards in Sweden, we exercise professional judg-

ment and maintain professional skepticism throughout the

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

accordance with the Companies Act.
Malmé April 20, 2018
PricewaterhouseCoopers AB

Sofia Gétmar-Blomstedt

Authorized public accountant
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