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Management's report

The board of directors and the managing director have today presented the annual report of Vivostat
A/S for the financial year 1 May 2019 to 30 April 2020.

The annual report has been presented in accordance with the Danish Financial Statements Act.

We consider the accounting policies used appropriate, and in our opinion the annual accounts provide a
true and fair view of the company's assets and liabilities and its financial position at 30 April 2020 and
of the company's results of its activities in the financial year 1 May 2019 to 30 April 2020.

We are of the opinion that the management'’s review includes a fair description of the issues dealt with.
We recommend that the annual report be approved by the general meeting.

Allerad, 17 September 2020

Managing Director

Sven Lange

Board of directors

Tyge Korsgaard Sven Lange John Riis Mortensen
Chairman
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Independent auditor's report

To the shareholders of Vivostat A/S

Opinion

We have audited the annual accounts of Vivostat A/S for the financial year 1 May 2019 to 30 April 2020,
which comprise accounting policies, profit and loss account, balance sheet and notes. The annual
accounts are prepared in accordance with the Danish Financial Statements Act.

In our opinion, the annual accounts give a true and fair view of the company's assets, liabilities and
financial position at 30 April 2020 and of the results of the company's operations for the financial year 1
May 2019 to 30 April 2020 in accordance with the Danish Financial Statements Act.

Basis for opinion

We conducted our audit in accordance with international standards on auditing and the additional
requirements applicable in Denmark. Our responsibilities under those standards and requirements are
further described in the below section “Auditor’s responsibilities for the audit of the annual accounts”.
We are independent of the company in accordance with international ethics standards for accountants
(IESBA's Code of Ethics) and the additional requirements applicable in Denmark, and we have fulfilled
our other ethical responsibilities in accordance with these standards and requirements. We believe that
the audit evidence obtained is sufficient and appropriate to provide a basis for our opinion.

The management's responsibilities for the annual accounts

The management is responsible for the preparation of annual accounts that give a true and fair view in
accordance with the Danish Financial Statements Act. The management is also responsible for such
internal control as the management determines is necessary to enable the preparation of annual
accounts that are free from material misstatement, whether due to fraud or error.

In preparing the annual accounts, the management is responsible for evaluating the company's ability to
continue as a going concern, and, when relevant, disclosing matters related to going concern and using
the going concern basis of accounting when preparing the annual accounts, unless the management
either intends to liquidate the company or to cease operations, or if it has no realistic alternative but
to do so.

Auditor’s responsibilities for the audit of the annual accounts

Our objectives are to obtain reasonable assurance about whether the annual accounts as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
including an opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with international standards on auditing and the additional
requirements applicable in Denmark will always detect a material misstatement when it exists.
Misstatements may arise due to fraud or error and may be considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions made by users on
the basis of the annual accounts.
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Independent auditor's report

As part of an audit conducted in accordance with international standards on auditing and the additional
requirements applicable in Denmark, we exercise professional evaluations and maintain professional
scepticism throughout the audit. We also:

. Identify and assess the risks of material misstatement in the annual accounts, whether due to
fraud or error, design and perform audit procedures in response to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than the risk of not detecting a
misstatement resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

o Obtain an understanding of the 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.

. Evaluate the appropriateness of accounting policies used by the management and the
reasonableness of accounting estimates and related disclosures made by the management.

. Conclude on the appropriateness of the management’s preparation of the annual accounts being
based on the going concern principle and, based on the audit evidence obtained, whether a
material uncertainty exists related to events or conditions that may raise significant doubt
about the company's ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to the related
disclosures in the annual accounts or, if such disclosures are inadequate, to modify our opinion.
Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report.
However, future events or conditions may cause the company to cease to continue as a going
concern.

. Evaluate the overall presentation, structure and contents of the annual accounts, including the
disclosures in the notes, and whether the annual accounts reflect the underlying transactions
and events in a manner that gives a true and fair view.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in the
internal control that we identify during our audit.

Statement on the management's review

The management is responsible for the management’s review.

Our opinion on the annual accounts does not cover the management’s review, and we do not express
any kind of assurance opinion on the management’s review.
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Independent auditor's report

In connection with our audit of the annual accounts, our responsibility is to read the management’s
review and in that connection consider whether the management’s review is materially inconsistent
with the annual accounts or our knowledge obtained during the audit, or whether it otherwise appears
to contain material misstatement.

Furthermore, it is our responsibility to consider whether the management's review provides the
information required under the Danish Financial Statements Act.

Based on the work we have performed, we believe that the management's review is in accordance with
the annual accounts and that it has been prepared in accordance with the requirements of the Danish
Financial Statement Acts. We did not find any material misstatement in the management'’s review.

Risskov, 17 September 2020

Martinsen
State Authorised Public Accountants
Company reg. no. 32 28 52 01

Seren Anthon Pedersen
State Authorised Public Accountant
mne10154
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Company information
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Management commentary

The Annual Report of Vivostat A/S has been prepared in accordance with the provisions of the Danish
Financial Statements Act applying to enterprises of reporting class B and the accounting Standard on

small enterprises as well as selected rules applying to reporting class C.

The annual Report has been prepared under the same accounting policies as last year.

Main activity

The Company’s main activities are to develop, produce and market the Vivostat System. Vivostat was
established in 2000 and manufactures equipment and articles to stop bleeding and promote healing
processes associated with hospitalizations. The products are used in a variety of contexts, among
others during surgery and for the treatment of chronic wounds. "The raw material” is the patient's own
blood from which a fibrin sealant or a platelet enriched fibrin product is recovered during a
centrifugation process utilizing proprietary technology. 98% of revenue comes from exports to mainly
Europe.

Development in activities and financial matters

The income statement of the Company for 2019/20 shows a result of DKK 3.407.028, which is
DKK1.057.795 higher than the previous year. The Corona crisis has led to lower revenue for Vivostat in
March and April, as elective surgeries, where Vivostat's equipment is used, have been postponed in
hospitals

During the financial year, Vivostat had “other operating income” of DKK 372.500. This covers a grant
from the EU Commission (Horizon 2020) for a feasibility study on Vivostat's new product, Obsidian
ASG®. Vivostat has successfully developed Obsidian ASG® to prevent leakages in connection with
surgery in the gastrointestinal tract. The Obsidian product line seals and heals biologically using the
patient's own blood Studies indicate that the use of Obsidian ASG® reduces the leakage rate by more
than 50%.

In the financial year, Vivostat has experienced uncertainty and challenges related to regulatory affairs.
Vivostat's Notified Body during 20 years, the British LRQA (Lloyds Register Quality Assurance), ceased to
function as Notified Body in September 2019 as a consequence of Brexit. Vivostat had just renewed its
CE certificate for another 3 years, but no longer had a certifying body. Despite major bottleneck
problems in the Notified Bodies market, Vivostat has now managed to secure a new Notified Body.

Management expects that the coming financial year (2020/21) will also be affected by the Corona crisis
as elective surgeries are not yet back on previous levels. Despite a likely catch up effect in the second
half of the financial year uncertainty remains about the consequences for Vivostat, but even with
conservative budget assumptions, Vivostat will still generate a positive cash flow.
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Accounting policies

The annual report for Vivostat A/S has been presented in accordance with the Danish Financial
Statements Act regulations concerning reporting class B enterprises. Furthermore, the company has
decided to comply with certain rules applying to reporting class C enterprises.

Changes in the accounting policies
The item “Staff costs” has been reclassified so that certain types of expenses previously recognised
under “Staff costs” will, in the future, be recognised under the item “Other external charges”.

The change in classification has no effect on the net profit or loss for the year, nor on the statement of
financial position, neither for the current financial year, nor the previous financial year. The
comparative figures have been adjusted in accordance with the reclassification.

Except for the above, the accounting policies for the financial statements remain unchanged from last
year, and the annual accounts are presented in Danish kroner (DKK).

Recognition and measurement in general

Income is recognised in the profit and loss account concurrently with its realisation, including the
recognition of value adjustments of financial assets and liabilities. Likewise, all costs, these including
depreciation, amortisation, writedown, provisions, and reversals which are due to changes in estimated
amounts previously recognised in the profit and loss account are recognised in the profit and loss
account.

Assets are recognised in the balance sheet when the company is liable to achieve future, financial
benefits and the value of the asset can be measured reliably.

Liabilities are recognised in the balance sheet when the company is liable to lose future, financial
benefits and the value of the liability can be measured reliably.

At the first recognition, assets and liabilities are measured at cost. Later, assets and liabilities are
measured as described below for each individual accounting item.

Certain fixed asset investments and liabilities are measured at amortised cost, by which method a
fixed, effective interest is recognised during the useful life of the asset or the liability. Amortised cost
is recognised as the original cost with deduction of any payments and additions/deductions of the
accrued amortisation of the difference between cost and nominal amount. In this way capital losses
and capital profits are spread over the useful life.

At recognition and measurement, such predictable losses and risks are taken into consideration, which
may appear before the annual report is presented, and which concerns matters existing on the balance
sheet date.
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Accounting policies

Translation of foreign currency

Transactions in foreign currency are translated by using the exchange rate prevailing at the date of the
transaction. Differences in the rate of exchange arising between the rate at the date of transaction and
the rate at the date of payment are recognised in the profit and loss account as an item under net
financials.

Debtors, creditors, and other monetary items in foreign currency are translated by using the closing
rate. The difference between the closing rate and the rate at the time of the occurrence or the
recognition in the latest annual accounts of the amount owed or the liability is recognised in the profit
and loss account under financial income and expenses.

Income statement

Gross profit

Gross profit comprises the revenue, costs og sales, other operating income and external costs.

Revenue is recognised in the income statement if delivery and passing of risk to the buyer have taken
place before the end of the year and if the income can be determined reliably and inflow is
anticipated. Recognition of revenue is exclusive of VAT and taxes and less any discounts relating
directly to sales.

Lease income comprises income from the lease of property and from overhead costs collected and is
recognised in the income statement for the period relating to the lease payment. Income from the
heating account is recognised in the statement of financial position as a balance with lessees.

Costs of sales includes costs for the purchase of raw materials and consumables less discounts and
changes in inventories.

Other operating income comprise accounting items of secondary nature in proportion to the principal
activities of the enterprise, including gains on disposal of intangible and tangible fixed assets.

Other external costs comprise costs for sales, advertisement, administration, premises and loss on
debtors.

Staff costs

Staff costs include salaries and wages including holiday allowances, pensions and other costs for social
security etc. for staff members. Staff costs are less public reimbursements.

Depreciation, amortisation and writedown
Depreciation, amortisation and writedown comprise depreciation on, amortisation of and writedown
relating to intangible and tangible fixed assets respectively.
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Accounting policies

Research and development costs
Research and development costs comprise costs, salaries and wages and depreciation directly or
indirectly attributable to the consolidated research and development activities.

Research costs are recognised in the profit and loss account in the year they are incurred. Clearly
defined and identifiable development projects are recognised as intangible fixed assets provided that
the technical utilisation, sufficient resources, and a potential market or a development opportunity can
be demonstrated, and provided that it is the intention to produce, market or utilise the project. It is,
however, a condition that a connection between the costs incurred and future earnings exists. Lack of
official approvals, customer approvals and other uncertainties will often imply that the requirements
for recognition as an asset are not met and that development costs therefore are expensed as incurred.

Net financials

Net financials comprise interes, additions and reimbursements under the Danish tax prepayment
scheme, etc. Financial income and expenses are recognised in the profit and loss account with the
amounts that concerns the financial year.

Tax of the results for the year

The tax for the year comprises the current tax for the year and the changes in deferred tax, and it is
recognised in the profit and loss account with the share referring to the results for the year and directly
in the equity with the share referring to entries directly on the equity.

The company is subject to the Danish legislation concerning compulsory joint taxation with the Danish
group enterprises.

The current Danish corporate tax is allocated among the jointly taxed companies in proportion to their
respective taxable income (full allocation with reimbursement of tax losses).

The balance sheet

Intangible fixed assets

Development projects, patents, and licences

Development costs comprise e.g. salaries, wages, and amortisation which directly and indirectly refer
to the development activities.

Clearly defined and identifiable development projects are recognised as intangible fixed assets
provided that the technical feasibility, sufficient resources, and a potential market or a development
opportunity can be demonstrated, and provided that it is the intention to produce, market or utilise the
project. It is, however, a condition that the cost can be calculated reliably and that a sufficiently high
degree of certainty indicates that future earnings will cover the costs for production, sales, and
administration. Other development costs are recognised in the profit and loss account concurrently
with their realisation.
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Accounting policies

Development costs recognised in the balance sheet are measured at cost with deduction of accrued
depreciation and writedown.

After completion of the development work, capitalised development costs are amortised on a straight
line basis over the estimated financial useful life. Usually, the amortisation period is 10 years.

Patents and licenses are measured at cost with deduction of accrued amortisation. Patents are
amortised on a straight-line basis over the remaining patent period, and licenses are amortised over the
contract period, however, for a maximum of 10 years.

Gain and loss from the sale of development projects, patents, and licenses are measured as the
difference between the sales price with deduction of sales costs and the book value at the time of the
sale. Gain or loss are recognised in the profit and loss account as other operating income or other
operating expenses respectively.

Tangible fixed assets

Tangible fixed assets are measured at cost with deduction of accrued depreciation and writedown.

The basis of depreciation is cost with deduction of any expected residual value after the end of the
useful life of the asset. The amortisation period and the residual value are determined at the
acquisition date and reassessed annually. If the residual value exceeds the book value, the amortisation
discontinues.

If the amortisation period or the residual value is changed, the effect on amortisation will in the future
be recognised as a change in the accounting estimates.

The cost comprises the acquisition cost and costs directly attached to the acquisition until the time
when the asset is ready for use.

Depreciation takes place on a straight line basis and based on an evaluation of the expected useful life
and the residual value of the individual assets:

Useful life Residual value
Technical plants and machinery 5-10 years 0
Other plants, operating assets, fixtures and furniture 3-5 years 0

Minor assets with an expected useful life of less than 1 year are recognised as costs in the profit and
loss account in the year of acquisition.

Profit or loss deriving from the sales of tangible fixed assets is measured as the difference between the
sales price reduced by the selling costs and the book value at the time of the sale. Profit or losses are
recognised in the profit and loss account as other operating income or other operating expenses.
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Accounting policies

Writedown of fixed assets

The book values of both intangible and tangible fixed assets are subject to annual impairment tests in
order to disclose any indications of impairment beyond those expressed by amortisation and
depreciation respectively.

If indications of impairment are disclosed, impairment tests are carried out for each individual asset or
group of assets respectively. Writedown takes place to the recoverable amount, if this value is lower
than the book value.

Financial fixed assets
Deposits

Deposits are measured at amortised cost and represent rent deposits, etc.

Inventories

Inventories are measured at cost on basis of measured average prices. In case the net realisable value
is lower than the cost, writedown takes place at this lower value.

The cost for trade goods, raw materials, and consumables comprises the acquisition cost with the
addition of the delivery costs.

The cost for manufactured goods and works in progress comprises the cost for raw materials,
consumables, direct wages, and indirect production costs. Indirect production costs comprise indirect
materials and wages, maintenance of and depreciation on machinery, factory buildings and equipment
applied during the production process, and costs for factory administration and factory management.
Borrowing costs are not recognised in cost.

The net realisable value for inventories is recognised as the market price with deduction of completion
costs and selling costs. The net realisable value is determined taking into consideration the
negotiability, obsolescence, and development of the expected market price.

Receivables

Receivables are measured at amortised cost which usually corresponds to face value. In order to meet
expected losses, they are written down for impairment to the net realisable value.

Accrued income and deferred expenses

Accrued income and deferred expenses recognised under assets comprise incurred costs concerning the
next financial year.

Available funds

Available funds comprise cash at bank and in hand.
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Accounting policies

Equity

Reserve for development costs

The reserve for development costs comprises recognised development costs less related deferred tax
liabilities. The reserve cannot be used as dividends or for covering losses. The reserve is reduced or
dissolved if the recognised development costs are amortised or abandoned. This is done by direct
transfer to the distributable reserves of the equity.

Dividend
Dividend expected to be distributed for the year is recognised as a separate item under equity.

Proposed dividend is recognised as a liability at the time of approval by the annual general meeting
(time of declaration).

Corporate tax and deferred tax

Current tax receivable and tax liabilities are recognised in the balance sheet at the amount calculated
on the basis of the expected taxable income for the year adjusted for tax on previous years' taxable
income and prepaid taxes. Tax receivable and tax liabilities are set off to the extent that legal right of
set-off exists and if the items are expected to be settled net or simultaneously.

According to the rules of joint taxation, Vivostat A/S is unlimited, jointly and severally liable towards
the Danish tax authorities for the total corporation tax, including withholding tax on interest, royalties
and dividends, arising within the jointly taxed group of companies.

Deferred tax is measured on the basis of all temporary differences in assets and liabilities with a
balance sheet focus.

Deferred tax assets, including the tax value of tax losses eligible for carry-over, are recognised at the
value at which they are expected to be realisable, either by settlement against tax of future earnings
or by set-off in deferred tax liabilities within the same legal tax unit.

Deferred tax is measured based on the tax rules and tax rates applying under the legislation on the
balance sheet date and prevailing when the deferred tax is expected to be released as current tax.

Liabilities

Liabilities are measured at amortised cost which usually corresponds to the nominal value.
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Income statement 1 May - 30 April

All amounts in DKK.

2019/20 2018/19
Gross profit 11.311.339 11.475.823
Staff costs -7.057.117 -6.681.592
Depreciation, amortisation and writedown relating to tangible
and intangible fixed assets -806.060 -2.383.421
Operating profit 3.448.162 2.410.810
Other financial income 16.815 0
Other financial costs -57.949 -61.577
Pre-tax net profit or loss 3.407.028 2.349.233
Tax on ordinary results 0 0
Net profit or loss for the year 3.407.028 2.349.233
Proposed appropriation of net profit:
Dividend for the financial year 0 1.500.000
Transferred to retained earnings 3.407.028 385.965
Transferred to other statutory reserves 0 463.268
Total allocations and transfers 3.407.028 2.349.233
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Statement of financial position at 30 April

All amounts in DKK.

Assets
Note 2020 2019
Non-current assets
3 Completed development projects, including patents and
similar rights arising from development projects 938.668 866.288
Total intangible assets 938.668 866.288
Production plant and machinery 85.757 75.044
5 Other plants, operating assets, and fixtures and furniture 1.269.611 787.312
Total property, plant, and equipment 1.355.368 862.356
6 Deposits 206.864 202.898
Total investments 206.864 202.898
Total non-current assets 2.500.900 1.931.542
Current assets
Raw materials and consumables 2.868.373 2.635.048
Manufactured goods and trade goods 2.949.796 2.823.440
Total inventories 5.818.169 5.458.488
Trade debtors 4.079.182 5.519.459
Deferred tax assets 2.200.000 2.200.000
Other debtors 555.582 189.135
Accrued income and deferred expenses 248.079 252.380
Total receivables 7.082.843 8.160.974
Available funds 8.013.975 5.737.019
Total current assets 20.914.987 19.356.481
Total assets 23.415.887 21.288.023
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Statement of financial position at 30 April

All amounts in DKK.

Equity and liabilities

Note 2020 2019
Equity
7 Contributed capital 2.000.000 2.000.000
8 Reserve for development expenditure 732.162 1.013.667
9 Retained earnings 18.513.096 14.824.563
10 Proposed dividend for the financial year 0 1.500.000
Total equity 21.245.258 19.338.230
Liabilities other than provisions
Bank debts 1.206 26.367
Trade payables 832.953 758.798
Other payables 1.336.470 1.164.628
Total short term liabilities other than provisions 2.170.629 1.949.793
Total liabilities other than provisions 2.170.629 1.949.793
Total equity and liabilities 23.415.887 21.288.023
11 Contingencies
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Notes

All amounts in DKK.

2019/20 2018/19
1. Staff costs
Salaries and wages 6.469.746 6.210.620
Pension costs 508.202 404.135
Other costs for social security 23.290 19.882
Other staff costs 55.879 46.955
7.057.117 6.681.592
Average number of employees 10 9
2.  Other financial costs
Other financial costs 57.949 61.577
57.949 61.577
30/4 2020 30/4 2019
3. Completed development projects, including patents and
similar rights arising from development projects
Cost opening balance 20.565.857 20.102.589
Additions during the year 684.380 463.268
Cost end of period 21.250.237 20.565.857
Amortisation and writedown opening balance -19.699.569 -17.599.569
Amortisation for the year -612.000 -2.100.000
Amortisation and writedown end of period -20.311.569 -19.699.569
Book value end of period 938.668 866.288
The development expenditure relates to development of new products.
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Notes

All amounts in DKK.

30/4 2020 30/4 2019
Production plant and machinery
Cost opening balance 1.399.151 1.334.909
Additions during the year 33.493 64.242
Cost end of period 1.432.644 1.399.151
Depreciation and writedown opening balance -1.324.107 -1.280.620
Depreciation for the year -22.780 -43.487
Depreciation and writedown end of period -1.346.887 -1.324.107
Book value end of period 85.757 75.044
Other plants, operating assets, and fixtures and furniture
Cost opening balance 9.283.085 9.192.124
Additions during the year 653.579 90.961
Cost end of period 9.936.664 9.283.085
Depreciation and writedown opening balance -8.495.773 -8.255.839
Depreciation for the year -171.280 -239.934
Depreciation and writedown end of period -8.667.053 -8.495.773
Book value end of period 1.269.611 787.312
Deposits
Cost opening balance 202.898 200.773
Additions during the year 3.966 2.125
Cost end of period 206.864 202.898
Book value end of period 206.864 202.898
Contributed capital
Contributed capital opening balance 2.000.000 2.000.000

2.000.000 2.000.000
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Notes

All amounts in DKK.

10.

11.

Reserve for development expenditure

Reserve for development expenditure opening balance
Transferred from retained earnings
Transferred to retained earnings

Retained earnings

Retained earnings opening balance

Profit or loss for the year brought forward

Transferred to reserve for development expenditure
Transferred from reserve for development expenditure

Proposed dividend for the financial year

Dividend opening balance
Distributed dividend
Dividend for the financial year

Contingencies

Contingent assets

30/4 2020 30/4 2019
1.013.667 836.305
533.817 177.362
-815.322 0
732.162 1.013.667
14.824.563 14.152.692
3.407.028 385.965
-533.817 285.906
815.322 0
18.513.096 14.824.563
1.500.000 1.000.000
-1.500.000 -1.000.000
0 1.500.000

0 1.500.000

Total amount of accumulated tax deficit is DKK 92.908.708. The total deferred tax asset due to
tax loss come to DKK 20.439.916. Only part of this amount has been booked as deferred tax

asset.

Contingent liabilities

The company has entered into tenancy agreement with six months notice.

Joint taxation

With Vivostat Holding ApS, company reg. no 37291242 as administration company, the company is

subject to the Danish scheme of joint taxation and unlimitedly, jointly, and severally liable,

along with the other jointly taxed companies, for the total corporation tax.
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Notes

All amounts in DKK.

11.

Contingencies (continued)

Joint taxation (continued)

The company is unlimitedly, jointly, and severally liable, along with the other jointly taxed
companies, for any obligations to withhold tax on interest, royalties, and dividends.

The total tax payable under the joint taxation scheme totals DKK 0 tousand.

Any subsequent adjustments of corporate taxes or withholding tax, etc., may result in changes in
the company's liabilities.
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