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Statement by Management on the annual report

Management has today considered and approved the annual report of P/S Sunstone Biomedicinsk Venture
IIT in liquidation for the financial year 01.01.2019 - 31.12.2019.

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

In my opinion, the financial statements give a true and fair view of the Fund’s financial position at 31.12.2019
and of the results of its operations for the financial year 01.01.2019 - 31.12.20109.

I believe that the management commentary contains a fair review of the affairs and conditions referred to
therein.

I recommend the annual report for adoption at the Annual General Meeting.
Copenhagen, 29.01.2020
Executive Board

Merete Lundbye Mgller
liquidator
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Independent auditor's report

To the General Partner and shareholders of P/S Sunstone Biomedicinsk Venture III in liquidation
Opinion

We have audited the financial statements of P/S Sunstone Biomedicinsk Venture III in liquidation for the
financial year 01.01.2019 - 31.12.2019, which comprise the income statement, balance sheet, statement of
changes in equity and notes, including a summary of significant accounting policies. The financial statements
are prepared in accordance with the Danish Financial statements Act.

In our opinion, the financial statements give a true and fair view of the Fund’s financial position at 31.12.2019
and of the results of its operations and cash flows for the financial year 01.01.2019 - 31.12.2019 in accord-
ance with the Danish Financial statements Act.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs) and additional re-
quirements applicable in Denmark. Our responsibilities under those standards and requirements are further
described in the Auditor’s responsibilities for the audit of the financial statements section of this auditor’s
report. We are independent of the Fund in accordance with the International Ethics Standards Board of
Accountants' Code of Ethics for Professional Accountants (IESBA Code) and the additional requirements ap-
plicable in Denmark, and we have fulfilled our other ethical responsibilities in accordance with these require-
ments. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

Management's responsibilities for the financial statements

Management is responsible for the preparation of financial statements that give a true and fair view in ac-
cordance with the Danish Financial statements Act, and for such internal control as Management determines
is necessary to enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error.

Auditor's responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes
our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted
in accordance with ISAs and the additional requirements applicable in Denmark will always detect a material
misstatement when it exits. 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 decisions of
users taken on the basis of these financial statements.

As part of an audit conducted in accordance with ISAs and the additional requirements applicable in Denmark,
we exercise professional judgement and maintain professional scepticism throughout the audit. We also:

. Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit evi-
dence 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 for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
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. Obtain an understanding of 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 Fund’s internal control.

. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting esti-
mates and related disclosures made by Management.

. Evaluate the overall presentation, structure and content of the financial statements, including the dis-
closures in the notes, and whether the financial statements represent the underlying transactions and
events in @ 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 internal control
that we identify during our audit.

Statement on the management commentary
Liquidator is responsible for the management commentary.

Our opinion on the financial statements does not cover the management commentary, and we do not express
any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the management
commentary and, in doing so, consider whether the management commentary is materially inconsistent with
the financial statements or our knowledge obtained in the audit or otherwise appears to be materially
misstated.

Moreover, it is our responsibility to consider whether the management commentary provides the information
required under the Danish Financial statements Act.

Based on the work we have performed, we conclude that the management commentary is in accordance with
the financial statements and has been prepared in accordance with the requirements of the Danish Financial
statements Act. We did not identify any material misstatement of the management commentary.

Copenhagen, 29.01.2020

Deloitte
Statsautoriseret Revisionspartnerselskab
Central Business Registration No: 33963556

Kim Takata Mulcke
State Authorised Public Accountant
Identification number (MNE) mne10944
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Management commentary

Primary activities

P/S Sunstone Biomedicinsk Venture III invests in unlisted commercial enterprises, mainly in Northern Europe,
that use biotechnology in connection with the development of new pharmaceutical products and treatments.
Biotechnology is defined as the use of modern biotechnological methods and knowledge about biotechnolog-
ical systems for development of drugs and treatment methods. The objective is to invest in companies that
can later be sold or listed on a stock exchange.

A team of five investment professionals in Denmark is responsible for the investment management.

Development in activities and finances
The Fund’s administration was taken over by Sunstone Capital A/S on 1 January 2010 followed by another

transfer within Sunstone to Sunstone Life Science Ventures A/S on 1 May 2016.
The Fund was taken under voluntary liquidation with effect from 15 July 2016.

The result for the year showed a loss of DKK 14,396k influenced by realised and unrealised net loss on
investments of DKK 13,943k.

Development in selected portfolio companies:

F2G Ltd: Located in Manchester, UK, is a drug development company focused on the development of novel
agents to treat serious fungal diseases. F2G has obtained a EUR 24 million loan from European Investment
Bank’s (EIB) InnovFin — Infectious Diseases Finance Facility’ (IDFF) run under Horizon 2020. This is expected

to allow the company to complete clinical development and file for marketing authorization in 2023.

Santaris Pharma (acquired by Roche 2013): Sunstone is chairing the Sellers’ Committee whose sole purpose
is to ensure the purchaser’s compliance with the Share Purchase Agreement signed in September 2013
between Purchaser Hoffman La Roche (Roche) and the 54 Sellers, among which Sunstone was the largest
single shareholder. During 2019 the Fund received two minor milestone payments from Roche, which was
distributed to the LP’s. Further milestone payments are very uncertain, but Sunstone is expecting final and

last update from Roche in February 2020, when the agreement with Roche expires.

Zymenex Holding (asset acquired by Chiezi 2013): Zymenex' lead compound Lamzede (formerly "Lama-
zyme") for the treatment of the rare disease alpha-mannosidosis was evaluated by EMA in 2017 and subse-
quently was granted marketing authorization in 2018. The grant triggered a EUR 10 million milestone pay-
ment from Chiesi Pharmaceutici to Zymenex's former shareholders (distributed in 2018). Chiesi has now
launched Lamzede in several European countries and has initiated price negotiations with the relevant au-
thorities in these countries. To our knowledge none of the negotiations have been finalized, however, we can
see that Lamzede is listed in several European countries at prices below the threshold that will trigger addi-

tional milestone payments to Zymenex’ shareholders.
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Uncertainty relating to recognition and measurement

When preparing the annual report, the General Partner, in accordance with legislative provisions, makes
accounting judgments and estimates, which form the basis of the annual report. The accounting judgments
and estimates made by the General Partner are described in the paragraph “Management’s significant ac-
counting judgments and estimates” under accounting policies to which we refer. Such estimates are made
on the basis of assumptions, which the General Partner considers reasonable and realistic, but which are
uncertain by nature.

Unusual circumstances affecting recognition and measurement
Except for the fair value adjustment on investments, the annual report is not influenced by unusual circum-
stances.

Events after the balance sheet date
No events have occurred after the balance sheet date to this date, which would influence the evaluation of

this annual report.
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Income statement for 2019

Other external expenses

Operating profit/loss

Income from other fixed assets investments

Other financial expenses

Profit/loss for the year

Proposed distribution of profit/loss
Retained earnings

2019 2018

Notes DKK'000 DKK'000
1 (450) (822)
(450) (822)

(13,943) 3,891
(3) (2)

(14,396) 3,067

(14,396) 3,067

(14,396) 3,067
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Balance sheet at 31.12.2019

2019 2018

Notes DKK'000 DKK'000

Other receivables 2 0 18,203
Receivables 0 18,203
Cash 97 124
Current assets 97 18,327

Assets 97 18,327
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Balance sheet at 31.12.2019

2019 2018

Notes DKK'000 DKK'000

Contributed capital 10,003 10,003
Retained earnings (9,930) 8,299
Equity 73 18,302
Other payables 24 25
Current liabilities other than provisions 24 25
Liabilities other than provisions 24 25
Equity and liabilities 97 18,327

Contingent liabilities 3
Related parties with controlling interest
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Statement of changes in equity for 2019
Contributed Retained
capital earnings Total
DKK'000 DKK'000 DKK'000
Equity beginning of year 10,003 8,299 18,302
Ordinary dividend paid 0 (3,833) (3,833)
Profit/loss for the year 0 (14,396) (14,396)
Equity end of year 10,003 (9,930) 73

The stated contributed capital represents the limited partners” total equity contributions.

Ordinary dividend comprises of distributions of proceeds from realised investments distributed to the limited

partners.
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Notes

1. Other external expenses

The Fund had no employees during the financial year. All administrative work is performed by Sunstone Life
Science Ventures A/S. No salary or remumeration has been paid to the general partner, apart from fees in
connection with investment activities.

2. Other receivables
Other receivables represents receivables from sale of investments.

3. Contingent liabilities
At the balance sheet date, the Fund has no obligations to make further investments in portfolio companies
or otherwise assumed any other obligations towards the portfolio companies.

4. Related parties with controlling interest
The General Partner is Sunstone LSV General Partner BI ApS, Copenhagen.



P/S Sunstone Biomedicinsk Venture III in liquidation 12

Accounting policies

Reporting class
This annual report has been presented in accordance with the provisions of the Danish Financial Statements
Act governing reporting class B.

The Fund is taken under voluntary liquidation and assets and liabilities are stated of their approximated fair
values.

The accounting policies applied for this annual report are consistent with those applied last year.
The description of accounting policies reflects the Fund’s special activity as venture fund.
The annual report is presented in DKK 1,000

Income tax
The annual report does not include current or deferred tax due to the corporate form.

Material uncertainty related to recognition and measurement
When preparing the Fund’s annual report, Management makes accounting judgments and estimates, which

form the basis of the presentation, recognition and measurement of the Fund’s assets and liabilities. In
particular, the accounting judgments and estimates made by Management relate to the Fund’s other receiv-
ables, which, among other things, include receivables from sale of investments. In some cases the receivables
include the value for potential payments which will be triggered if certain milestones are met. When meas-
uring the fair value of such receivables, the Management assesses in particularly the possibility of achieving

the milestones.

Recognition and measurement
Assets are recognised in the balance sheet when it is probable as a result of a prior event that future economic
benefits will flow to the Fund, and the value of the assets can be measured reliably.

Liabilities are recognised in the balance sheet when the Fund has a legal or constructive obligation as a result
of a prior event, and it is probable that future economic benefits will flow out of the Fund, and the value of
the liabilities can be measured reliably.

On initial recognition, assets and liabilities are measured at cost. Measurement subsequent to initial recog-
nition is effected as described below for each financial statement item.

Anticipated risks and losses that arise before the time of presentation of the annual report and that confirm
or invalidate affairs and conditions existing at the balance sheet date are considered at recognition and
measurement.

Income is recognised in the income statement when earned, whereas costs are recognised by the amounts
attributable to this financial year.
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Accounting policies

Foreign currency translation

On initial recognition, foreign currency transactions are translated applying the exchange rate at the trans-
action date. Receivables, payables and other monetary items denominated in foreign currencies that have
not been settled at the balance sheet date are translated using the exchange rate at the balance sheet date.
Exchange differences that arise between the rate at the transaction date and the one in effect at the payment
date or the rate at the balance sheet date are recognised in the income statement as financial income or
financial expenses. Exchange rate adjustments relating to investments in portfolio companies are recognised
in the income statement together with fair value adjustments concerning the investments.

Income statement
Other external expenses
Other external expenses include administation costs.

Income from other fixed asset investments
Income from other fixed asset investments comprises realised gains/losses from divestments as well as
unrealised value adjustments from revaluation and write-down of investments in portfolio companies.

Other financial expenses
Other financial expenses comprise interest expenses, realised and unrealised capital losses on transactions
in foreign currencies which do not relate to exchange adjustments of investments in portfolio companies.

Balance sheet

Receivables

Receivables are measured at amortised cost, usually equalling nominal value less write-downs for bad and
doubtful debts.

Cash
Cash comprises bank deposits.

Other financial liabilities
Other financial liabilities which comprise other payables are measured at amortised cost.



