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Management's Review

Activities
Nuevolution A/S is a Danish biopharmaceutical company focused on developing drug treatments for human
disease within oncology and chronic inflammatoty diseases.

Nuevolution A/S is the inventor of Chemetics®, a patent protected drug discovery platform, which enables
efficlent discovery of hovel small molecule (tablet based) drug candidates,

The Chemetics® platform provides access to screening of trillions of molecules and efficient optimization of
drug properties In the process of identifying the drug candidate.

Our efforts are leveraged by a proven and highly efficient drug discovery engine, and backed by a skilled and
dedicated team of employees, world-class academic and corporate expert advisers catalyzing our ambition to
deliver new medicines to patients.

Development in activities and financial matters

On the ordinary shareholders meeting held 7 November 2017, it was decided to change the financial year to
follow the calendar year. Therefore, this annual report is the first for the fiscal year 1 January to 31 December
2018, The comparative figures In the income statement and statement of cash flow are the ones presented in
the last annual report covering the 6 months perlod 1 July to 31 December 2017.

The result for the period 1 January - 31 December 2018 shows a loss of TDKK 64,310 compared to loss of TDKK
41,696 for the period 1 July - 31 December 2017. Management considers the result to be satisfactory,

For further details of the Company, its activities and the development during the financial year 2018, please
refer to the Annual Report 2018 of the Parent Company, Nuevolution AB (publ). The Annual Report 2018 for
the Parent Company is available on www.nuevolution.com.

Going concern

To the extent that the current working capital and income from existing and possibly new collaborations may
not be sufficient to fund the company's operations (going concern), a funding risk may arise. For further
information on financial risk, see note 18.

As set out in note 24 the company has received a letter of comfort from the parent company, hence we have
presented the financial statements under the going concern assumption.

Subsequent events
21 February 2019: A Nuevolution BET-BD1 selective inhibitor shows potential anticancer effect with
immunotherapy in a mouse model of colorectal cancer,

28 February 2019: Almirall-Nuevolution collaboration achieves key pre-clinical milestone in partnership for
Dermatology Diseases. The positive result triggered a contractual milestone payment to Nuevolution of DKK
7.5 million (EUR 1 million).

9 May 2019: Nuevolution’s BET-BD1 selective Inhibitor and candidate compound, NUE20798, shows positive
effect on disease scoring and biomarker levels In an atoplc dermatitis (eczema) mouse model.
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Directors' and Management's Statement on the Annual Report

Today the Board of Directors and Executive Management have discussed and approved the annual report of
Nuevolution A/S for the financial year 1 January to 31 December 2018.

The Board of Directors and the Executive Management declare that the financial statements have been
prepared in accordance with International Financial Reporting Standards (IFRS) as adopted by the EU and
additional disclosure requirements in the Danish Financial Statement Act, and give a fair view of the Company’s
financial position and results of operations.

Management's Review for Nuevolution A/S provides a fair view of the development of the Company’s
operations, cash flow, financial position, results of operations and describes material risks and uncertainties
facing the Company.

We recommend the adoption of the annual repor}va the Annual General Meeting.

Copenhagen, 22 May 2019

EXECUTIVE MANAGEMENT

ntonius Berkien

CBO
BOARD OF DIRECTORS
/27 : -y
Stig Lokke Pedersen Lars Henriksson Sgren Lemopius

Chairman of the Board

(_/ . e /}7%/1/@44

Jutta Heim  Jeanette Wood
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Independent auditors' report
To the shareholder of Nuevolution A/S

Opinion

We have audited the financial statements of Nuevolution A/S for the financial year 1 January ~ 31 December 2018,
which comprise Income statement, statement of comprehensive income, statement of financial position,
statement of changes in equity, statement of cash flows and notes, including accounting policies. The financial
statements are prepared in accordance with International Financial Reporting Standards as adopted by the EU and
additional requirements of the Danish Financlal Statements Act.

In our opinion, the financial statements give a true and fair view of the financial position of the Company at 31
December 2018 and of the results of the Company's operations and cash flows for the financial year 1 January ~ 31
December 2018 In accordance with International Financial Reporting Standards as adopted by the EU and
additional requirements of the Danish Financial Statements Act.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (1SAs) and additional
requirements 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 our report. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Independence

‘We are independent of the Company in accordance with the Internationa! Ethics Standards Board for Accountants'
Code of Ethics for Professional Accountants (IESBA Code) and additional requirements applicable in Denmark, and
we have fulfilled our other ethical responsibilities in accordance with these rules and requirements.

Statement on the Management's review
Management is responsible for the Management's review.

- Our opinion on the financial statements does not cover the Management's review, and we do not express any
assurance conclusion thereon, '

In connection with our audit of the financial statements, our responsibility is to read the Management's review
and, In doing so, consider whether the Management's review is materially inconsistent with the financial
statements, or our knowledge obtained during the audit, or otherwise appears to be materially misstated,

Moreover, 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 conclude that the Management's review Is in accordance with the

financlal 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's review,
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Independent auditors’ report

Management's responsibilities for the financial statements

Management is responsible for the preparation of financial statements that give a true and fair view in accordance
with International Financial Reporting Standards as adopted by the EU and additional requirements of 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.

In preparing the financial statements, Management is responsible for assessing the Company's ability to continue
as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of
accounting in preparing the financial statements unless Management either intends to liquidate the Company or
to cease operations, or has no realistic alternative but to do so.

Auditor's responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance as to 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 additional requirements applicable in Denmark 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 decisions of users taken on the basis of the financial
statements.

As part of an audit conducted in accordance with ISAs and 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 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 for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations or the override of internal control.

¥ 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

Company's internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and

related disclosures made by Management.

Conclude on the appropriateness of Management's use of the going concern basis of accounting in preparing
the financial statements and, based on the audit evidence obtained, whether a 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, we are required to draw attention in our auditor's
report to the related disclosures in the financial statements 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.
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Independent auditors’ report

P> Evaluate the overall presentation, structure and contents of the financial statements, including the note
disclosures, and whether the financial statements represent 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 internal control that we

identify during our audit.

Copenhagen, 22 May 2019

ERNST & YOUNG

Godkendt Revislonspartnerselskab

CVRno.307002 28

Public Accountant
mne35503
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Income statement

DKK '000

Revenue

Research and development expenses
Sales, general and administrative expenses

Operating expenses
Other operating income
Operating result

Financial income
Financial expenses

Result before tax
Corporate tax

Result for the period

Distribution of the period's result

Net loss attributable to shareholder of the Company

Statement of comprehensive income

Net result for the period
Other comprehensive income

Total net comprehensive result for-the period

Distribution of the period's result

Net comprehensive loss attributable to shareholder of the Company
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1 Jan. - 1 Jul, ~

31 Dec. 2018 31 Dec, 2017

Note (12 months) (6 months)
4 8,125 3.698
57,12 -66.172 -41.349
6,7,12 -12.786 -6.732
~78.958 -18.081

8 1.708 116
~69.125 -44.267

9 240 231
10 -925 -410
-69.810 -44,446

11 5,500 2,750
~64.310 -41.696

-64.310 -41.696

-64,310 -41.696

0 0

-64.310 -41.696

~64.310 -41.696




Statement of financial position

DKK'000

ASSETS
"Non-current assets
Other fixtures, fittings, tool and equipment
Leasehold improvement
Income tax receivable
Leasehold deposits

Total non-current assets

Current assets

Trade recelvable

Income tax receivable

Other current receivables and prepayments
Cash and cash equlvalents

Total current assets

TOTAL ASSETS

EQUITY AND LIABILITIES
Share capital

Share premium

Retained earning

Total shareholders' equity

Lease liabilities

Total non-current liabilities

Current liabilities

Current portion of long-term lease liabilities
Trade payables

Payables, Parent Company

Other current liabilitles

Prepayments from collaboration partners
Deferred income

Total current liabilities
Total liabilities

TOTAL EQUITY AND LIABILITIES
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31 December

31 December

Note 2018 2017
12 2.974 3,896
12 788 899
11 2.750 2,750

1.305 1,284

7.817 8.829

13 1.316 435
11 5.500 3,650
14 1.847 2,819
22 61.228 59.980
69.891 66.884

77.708 75.713

15 16.500 16.500
171.011 100.496

122,621 -58.210

64,890 58.786

17 1.317 2.125
1,317 2.125

17 903 1.040
16 2,340 4.602
16 392 475
16 6,484 4.913
8 1,382 1.479
4 0 2.293
11.501 14.802

12.818 16.927

77.708 75.713
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Statement of cash flows

DKK '000 : 1 Jan, - 1Jul. -
31 Dec, 2018 31 Dec. 2017
Note (12 months) (6 months)

Operating activities
Loss before tax -69.810 -44.446
Adjustment for depreciation of plant and equipment 12 1.354 696
Adjustment for non-cash effect of the share-based payments 21 ~101 142
Financial income -240 -231
Financial expenses 925 410
Cash flow before change in working capital -67.872 -43.429
Change In working capital ' 19 -3.073 -7.749
Cash flow from operations -70,945 -51.178
Interest received 79 224
Interest paid 764 -403
Corporate tax paid/received 3.650 5.500
Cash flow from operating activities -67.980 45,857

Investing activities

Investments in plant, equipment, fittings and tools 19 -191 -903
Investments in financial assets -21 0
Cash flow from investing activities -212 -903

Financing activities

New share issue 15 0 38.945
Capital contribution ' 15 70.515 0
‘Repayments of lease liabilities 20 -1.075 -561
Cash flow from financing activities 69.440 38.384
Net change in cash . ' 1.248 ~8.376
Cash and cash equivalents, beginning of period ' 59,980 68.356
Cash and cash equivalents, en_d.pf peﬂod_ 22 61.228 59.980

Accounting Policy
The cash flow statement is presented using the indirect method and shows cash flows from operating, investing and
financing activities as well as the cash and cash equivalents at the beginning and end of the financial period.

Cash flows from operating activities are stated as the Company’s profit or loss before tax, adjusted for financial
income and expenses non-cash operating items, changes in working capital, paid financial expenses and received

income taxes.

Cash flows from investing activities comprise payments related to acquisitions and divestment of companies and
activities as well as purchases and sales of property, plant and equipment and financlal fixed assets.

Cash flows from financing activities comprise changes in the Company’s share capital and related costs, as well as
the raising and repayment of loans and instalments on interest-bearing debt. Also recognized are cash flows in the

form of lease payments made on assets held under finance lease,

Cash and cash equivalents comprise cash and bank balances.
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Statement of changes in equity

Share Share Retained Total
DKK '000 capital premium Earnings equlty
Equity at 1 January 2018 16.500 100.496 -58.210 58.786
Result for the period 0 0 -64.310 -64.310
Total comprehensive income 0 0 -64.310 ~-64.310
Transactions with owner
Capital contribution 0 70.515 0 70.515
Share based payments 0 0 -101 -101
Total transaction with owner 0 70.515 : -101 70414
Total changes in equity 0 70.515 -64.411 6.104
Equity at 31 December 2018 16.500 171.011 -122.621 64.890
Share Share Retained Total
DKK '000 capital premium Earnings equity
Equity at 1 July 2017 16,000 62.051 -16.656 61.395
Result for the year 0 0 -41.696 -41,696
Total comprehensive income 0 0 -41.,696 -41.696
Transactions with owners
Share Issue ' 500 38.445 0 38,945
Share-based payments 0 : 0 142 142
~ Total transaction with owners 500 38.445 142 39.087
Total changes in equity 500 38.445 -41.554 -2.609
Equity at 31 December 2017 . 16.500 100.496 -58.210 58,786

There are no limitations concerning distribution of share premium account.

Accounting Policy
Direct costs associated with the capital increase are accounted for as a reduction of the gross proceeds received
from the capital increase and recorded through shareholders’ equity.

Nuevolutlon A/S - Annual Report 2018 12




Note 1: Company information

Nuevolution A/S (the “Company”} is a limited liability company incorporated and domiciled in Denmark.
The reglstered office is at Rgnnegade 8, 2100 Copenhagen, Denmark.

Nuevolution is a biopharmaceutical company focused on developing treatments for human diseases within
oncology and Inflammatory diseases. Nuevolution is the sole inventor of Chemetics®, a drug discovery plat-
form which enables efficient discovery of novel chemical small molecule leads for specific Indications. Nue-
volution has applied the Chemetics® platform to deliver leads for pharmaceutical partners and since late
2012 used its platform for own drug development effort, creating its own pipeline of programs, Through
creation of a collection of more than 40 trillion small molecule and macrocyclic compounds (“Synthetic Bio-
logics”), Nuevolution has established [tself as a leading party In the field of small molecule lead discovery,

Note 2: Significant accounting policies

The financial statement for the year ended 31 December 2018 were authorized for approval at the Annual
General Meeting to be held on 22 May 2019, with a resolution of the Board of Directors on 22 May 2019
for approval.

BASIS FOR PREPARATION

The Annual Report for the Company has been prepared In accordance with the International Financial Re-
porting Standards (IFRS) as adopted by the European Union (EU) at 31 December 2018 and additional Da-
~ nish disclosure requirements for annual reports for accounting class B entities.

This note sets out the company’s accounting policies that relate to the financial statements as a whole.
Where an accounting policy is specific to one financial statement item, the policy Is described in the note
to which it relates.

The Annual Report is presented in DKK as the Company is registered in Denmark and has DKK as functional
currency. All values are rounded to the nearest thousand DKK,

CHANGES OF ACCOUNTING POLICIES, INCLUDING PRESENTATION AND IMPLEMENTATION OF FINANCIAL
REPORTING STANDARDS

On the ordinary shareholders meeting held 7 November 2017, It was decided to change the financial year
1o follow the calendar year. Therefore, this annual report is the first for the fiscal year 2018 contains in-
come statement and cash flow for the period 1 January to 31 December 2018. The comparative figures in
the income statement and statement of cash flow are the ones presented in the last annual report cover-
ing the 6 months period 1 July to 31 December 2017,

Previously reimbursed expenses (2018: TDKK 395, 2017: TDKK 512) and government grants (2018: TDKK
1.708, 2017: TDKK 116) have been presented as revenue. Since neither reimbursed expenses nor govern-
ment grants meet the characteristics of revenue from contract with customers, reimbursement of ex-
penses has been reclassified and set-off against related costs and income from government grants has be

Nuevolution A/S — Annual Report 2018
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reclassifled to other operating income. The reclassification has no impact on the net result, financial posi-
tion or cash flow. The comparative figures in the income statement have heen restated retrospectively.

NEW STANDARDS AND INTERPRETATIONS

The Company has for the first time applied standards and interpretations, which are effective for the finan-
cial year 2018:

e |FRS 9 Financial Instruments.

e |FRS 15 Revenue from contract with customers.

¢ Amendment to IFRS 2 Classification and measurenient of share based-payment transactions
¢ |FRIC 22 Foreign Currency Transactions and Advance Consideration

e Annual improvements to IFRS Standards 2014 - 2016

Adoption of IFRS 9 Financial instruments requires an update of the accounting policy for possible impair-
ment of trade recelvables and other financlal assets. From 1 January 2018, the company has adopted the
expected loss model which changes the timing of when an impairment loss will be recognized. Neither the
former model for impairment of financlal assets nor adoption of the new expected loss model lead to
recognition of impairment losses,

The accounting policy for IFRS 9 Financial Instruments is presented in connection with the relevant notes.

The company applied IFRS 15 Revenue from contract with customers using the modified retrospective
method which means that the comparative figures not are restated. Implementation of IFRS 15 has not re-
sulted in any difference In income statement, which means that implementation is expected to have limited
- Impact on comparability with comparative periods. For a detailed description of the Company's accounting

- principles for revenue from contract with_custome‘rs,.pleése see note 4.

Except of the adoption of IFRS 9 and IFRS 15 the accounting policies are consistent with those applied to
the Annual Report for 2017, prepared in accordance with the International Financial Reporting Standards
(IFRS) as adopted by the EU.

None of the new standards and interpretations has impacted recognition and measurement for the repori-
ing period.

NEW STANDARDS EFFECTIVE FROM 2019

IASB has issued IFRS 16 "Leases", which is effective for accounting periods beginning 1 January 2019, The
Company plans to adopt the new standard on the required effective date by using the modified retrospec-
tive method, which means that comparative figures for prior periods is not restated. The Company has op-
erational lease agreements for office premises, affected by the implementation of iFRS 16,

The standard requires that all leases be recognized in the balance sheet with a corresponding lease liability,
except for short leases and minor assets. Leased assets are amortized over the lease term, and payments
are allocated between instalments on the lease liabilities and interest expense, classified as financial items.

The Company has evaluated the impact on the financlal statements and the most significant impact will be
the recognition of new assets and liabilities for Its operating lease of office facilities. In addltion, the nature

Nuevolutlon A/S — Annual Report 2018
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of the expenses related to those leases will now change as IFRS 16 replaces the stralght-line operating
lease expense with a depreciation charge for right of use assets and interest expense on lease liabilities.

On 1 January 2019, the Company is expected to recognize a lease liability related to the Company’s prem-
ises in Copenhagen of approximately DKIC 12,5 million and an asset representing the right to use the pre-
mises during the lease term (i.e. the right to use asset) of approximately DKK 12,5 million, The lease agree-
ment is an open-ended agreement. The lease agreement can be cancelled with a notice of six months.
Nuevolution do not expect to cancel the agreement within a foreseeable period. The lease liability and cor-
responding value of the right to uses assets has been estimated for a five-year period. Applying the modi-
fied retrospective approach, the expected accumulated effect on equity and total assets at 1. January 2019
approximates DKK 0 million and DKK 12.5 million, respectively. Following the implementation, the Com-
pany will separately recognize the interest expense in the lease liabllity and the depreciation on the right to
use the Company’s premises in Copenhagen. The implementation of IFRS will in the first year reduce the
operating expenses of approximate DKK 0.1 million and increase the financial expenses of approximate
DKK 0.3 million. The net result and equity will be reduced with DKK 0.2 million. The cash flow will not be
affected by the implementation of IFRS 16.

Implementation of IFRS 16 will require the Company to make more extensive disclosures than under IAS
17.

FOREIGN CURRENCY TRANSLATION

On Initial recognition, foreign currency transactions are translated at the exchange rate at the transaction
date. Receivables, liabilities and other monetary items denominated In foreigh currency that have not been
settled at the balance sheet date are translated at closing rates. Foreigh exchange differ'ence_s between the
rate of exchange at the date of the transaction and the rate of exchange at the date of payment or the bal-
ance sheet date, respectively, are recognised in the income statement under financial items.

SEGMENT REPORTING

An operating segment is a component of a company whose operating results are regularly reviewed by the
Company’s CEO, to make decisions about resources to be allocated to the segment and assess its perfor-
mance. Nuevolution A/S is managed and operated as one business unit, which is reflected in the organiza-
tional structure and Internal reporting. No separate lines of business or separate business entities have
been identified with respect to any of the product candidates or geographical markets and no segment in-
formation is currently disclosed in the internal reporting. Accordingly, it has been concluded that it is not
relevant to disclose any segment information in the financial statement for the company.

Nuevolution A/S — Annual Report 2018
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Note 3: Critical accounting estimates and judgements

In preparing the annual financial statements, management makes various accounting judgments and estl-
mates and define assumptlons, which form the basis of recognition, measurement and presentation of the
company’s assets and llabilities.

The estimates and assumptions applied are based on historical experlence, the most recent information
available at the reporting date, and other factors that management cansiders reasonable under the cir-
cumstances.

The basis for judgments and informaticn can by nature be inaccurate or incomplete, and the company is
subject to uncertainties, which can result in an actual outcome that deviates from estimates and defined
assumptions. It may be necessary in the future to change previous estimates and judgments as a result of
supplementary information, additional knowledge and experience or subsequent events.

In applying the company’s accounting policles described in note 2, management has exercised critical ac-
~counting judgements and estimates, which significantly influence on the amounts recognized in the finan-
cial statements,

The accounting estimates or Judgements which are relevant to the Management Board in the preparation
of the Financial Statements are described in note 4 Revenue from contracts with customers, 5 Research
and development expenses and 11 Corporate and deferred tax.

Nuevolution A/S — Annual Report 2018
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Note

4

Revenue and deferred income

1Jan. - 1l -
31 Dec, 2018 31 Dec. 2017
DKK '000 (12 months) (6 months)
Recognition of upfront payments (transferred over time) 2,293 3.698
Milestone payments (at a point in time) 4,714 0
Contract work (transferred over time) ' 1,118 0
Total 8.125 3.698
Ravenue split by Geographical Area
Denmark 0 0
USA 8,125 3,698
Total . 8.125 3.698

Revenue ls based on a contract with two partners in the perlod 1 January - 31 December 2018 and one partner In the perlod 1 July -
31 December 2017:

Customer 1 86% 100%
Customer 2 14% 0%

Balance Sheet
31 December 31 December

2018 2017*
Contract liabilities (deferrad revenue) from contracts with customers racognized on the balance
sheat:
Balance at beginning of period 2,293 5.991
Recognized In the Income statement ’ 2,293 -3.698
Balance at end of perlod 0 2.293
Expected timing of recognition of contract liabilities in the income statement:
Current 0 2,293
Total contract liabilities 0 2.293

! Comparative figures for 2017 has been prepared In accordance with 1AS 18,

The future recognition in the Income statement Is based on the current assessment.

Contract liabilities represent the aggregated amount of the transaction price allocated to the performance ohligations that are
unsatisfied at the end of the reporting perlod, Contract llabilltles presented as current relates to performance obligations, Nuevolution
expects to satisfy during the coming 12 months, whereas the non-current portion of contract obligations represent performance
obligations, Nuevalution expects to satisfy after the coming 12 months.
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Note

Accounting Policy

Revenue

Revenue comprises the falr value of the conslderation received or recelvable for sales of exclusive license rights and Income derived
from contract research and other services, Revenue Is measured net of value added tax, dutles, etc, collected on hehalf of a third
party and discounts,

Revenue comprises the fair value of the consideration received or recelvable for sales of exclusive license rights and income derived
from contract research and other services, Revenue is measured net of discounts, value added tax, duties, etc, collected on behalf of a
third party.

In determining the approprlate amount of revenue to be racognlzed as It fulfils tts obligations under each of Its agreements, the
company performs the following fiva steps:

(1) Identification of the promised services in the contract;

{1} determination of whether the promised services are petformance obllgations Including whether they are distinct in the context of
the contract;

(1) measurement of the transaction price, including the constraint on variable consideration;

(Iv) allocation of the transaction price to the performance obligations; and

(v} recognltion of revenue when {or as) the company satlsfles each performance obligation.

As part of the accounting for these arrangements, the company must develop assumptlons that require judgement to determine the
stand-alone selling price for each performance abligation Identifled in the contract. The company uses kay assumptions to determine
the stand-alone selling price, which may include forecasted revenue, development timelines, and probabllities of tachnical and
regulatory success.

Licenses of Intellectual Property:

If the license to the company’s Intellectual property is determined to be distinct from the other performance obligations identified In
an out-licensing arrangement, the company recognlzes revenue from non-refundable, up-front fees allocated to the license when the
license Is transferred to the licensee and the licensee 1s able to use and benefit from the license, For licenses that are bundled with
other promises, the company utilizas judgement to assess the nature of the combined performance obligation to determine whether
the combined performance obligation Is satlsfied over time or at a polnt In time and, If over time, the appropriate method of
measuring progress for purposes of recognizing revenue from non-refundable, up-front fees, The company evaluatas the measure of
progress each reporting period and, if necessary, adjusts the measure of performance and related revenue recognition,

Milestone Payments: )

At the inception of each arrangement that includes development milestone payments, the company evaluates whether the milestones
are considered probable of belng reached and estimates the amount to be Included In the transactlon price using the most likely
amount method, I it Is probable that a significant revenue reversal would not occur, the assoclated milestone value Is included in the
transaction price, Milestone payments that are not within the control of the company or the licensee, such as regulatory approvals,
are not consldered probable of being achleved untit those approvals are recelved. The transactlon price Is then allocated to each
performance obligation on a relatlve stand-alone selling price basis, for which the company recognlizes revenue as or when the
performance obligations under the contract are satisfled, At the end of each subsequent reporting period, the company re-evaluates
the probabillity of achievement of such development milestones and any relatad constraint, and If necessary, adjusts its estimate of
the overall transaction price. Any such adjustments are recorded on a cumulative catch-up basis, which would affect revenue in the
pertod of adjustment.,

Contract work

Revenue from contract research and licenses that do not transfer the tight of ownershlp to an intanglble asset are recognized over
time In line with the executlon and transfer of the services, The percentage of completion Is made up based on the stage of
completlon on each Individual work in progress.
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Slgnificant License and Collaboration Agreements

Amgen
In October 2016, Nuevelutlon entered into a research collaboration with Amgen, a mult! target research collaboration in which Amgen
has an exclusive option to obtaln all rights to successfully developed programs.

During early discovery stage, Nuevolution covers all own cost. When Amgen decldes to make a contractual opt-in, they will take over
all cost including Nuevolution’s cost. At contractual licensing, Amgen obtains ownership of the program and pays an upfront licensing
fee of minimum USD 10 million depending on development stage at licensing. Further development and sales milestones equal up to
USD 400 million per program plus tlered royalties on generated sales in case milestones are successfully reached.

In 2018 Amgen has made an opt-In to two programs under the agreement,

" Following the opt-In Nuevolution Is relmbursed for all cost incurred on a non-refundable basls, why revenue Is recognized in full as
cost are Incurred and Involced, Future potentlal milestone payments Including potentlal license of programs are outslde the
company's control why no revenue has been recognlzed,

Almirall

In December 2016, Nuevolution entered Into a license agreement with Spanish pharmaceutlcal company Almirall, for Nuevolution’s
RORyt inhibitor program,

In this global strategic collaboration for RORyt development and commerciallzation, Aimirall obtalned a license to develop treatments
* for Inflammatory skin diseases, such as psorlasls, and for psorlatic arthritis, the latter an Inflammatory disease that affects the spine
and other skeletal parts. All other developmental therapeutic Indicatlon rights remain with Nuevolution,

Through this collaboration, Nuevolution recelved, bafore Spanish withholding tax, EUR 11.2 million as an upfront license payment,
Upon successful development of this program, the company may recaive up to a further EUR 442 million In development and sales
milestone payments as well as tlered royalties on future net sales,

The received upfront license payment Is non-refundable why revenue has been recognlzed In full. Future potential milestone
payments are outslde the company's control why no revenue has been recognized.

Janssen Biotech
In October 2015, Nuevolution entered into a multitarget collaboration with Janssen Blotech, Inc,

WIthin the framework of the collaboration, Nuevolution will apply its drug discovery platform Chemetics® to discover and advance
drug candidates against drug targets of interest to Janssen. Under the terms of the agreement, Nuevolution will recelve an upfront
payment, research funding and will be eligible to milestone payments upon achlevement of specified research, development and
commarclal milestones. In additlon, Nuevolution will be entitled to recelve certain royalty payments on net-sale of products that may
be commercialized as a result of the collaboration.

. In January 2018, Janssen exercised Its optlon to license one of the research programs under the multl-target collaboration in the
therapeutic area of antl-Infactives, Nuevolution recelved an Initial license fee of USD 0,75 million,

In connection with the licence Nuevolution have fulfilled all requirements, why the license fee and earlier payments are all non-
refundable. As a result revenue has beeh recognized In full. Future potential milestone payments are outside the company's control
why ho revenue has been recognized.

Management's judgments and estimates

Nuevolution's partner agreements Include several components such as up-front payments, relmbursed costs, license paymants,
development and sales milestones and royalty. In assessing revenue recognition Nuevolution assesses whether obligatlons are met, If
payments are non refundable, If future events are In or outside Nuevolutlons control, to assess if revenue should be recognized In full,
over time or not recognized at the current point In time,

For the year ended 31 December 2018, Nuevolution has not recognized any revenues from future payments under the collaboration
agreement with Almirall, Amgen or Janssen,
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5 Research and development expenses

1Jan, - 1Jul, -

31 Dec, 2018 31 Dec, 2017

DKK ‘000 (12 months) (6 months}
Employee beneflt expenses 30,910 13.802
External expenses 34327 27.383
Depraclation 1.330 676
Total 66.567 41.861
Relimbursed expenses from collaboratlon partners -395 -512
Net research and development expenseas 66.172 41.349

Accounting Policy
Research and development expenses are Incurred in the Company for In-house research and development activities as well as
numerous research and development collaborations and alllances with third partles.

Research and development expenses malnly comprise the costs for active ingredient discovery, clinical studies, research and
development actlvities in the areas of application technology and engineering, field trials, patents, regulatory approvals and approval
extensions, In addition research and development expenses also Include wages and salaries, share-based compensation, and other
employae related cost, cost of premises, lawyer, depreciation etc. related to the research and development staff,

For accounting purposes, research expenses are defined as costs incurred for current or planned investigations undertaken with the
prospect of gaining new sclentiflc or technlcal knowledge and understanding, Development expenses are defined as costs incurred for
the application of research findings or speciallst knowledge to plans or deslgns for the production, provision or development of new or
substantially Improved products, services of processes, respectively, prior to the commencement of commerclal production or use.

Devalopment expenses that are directly attributable to the development of Identiflable assets controlled by the company are reported
as Intanglble assets when the following criteria are met:

1) It Is technically possible to complete the intangible asset so that It can be used or sold

2) The company's intentlon 1s to complete the asset and to use or sell it

3) There are prerequisites to use or sell the asset

4) It can be shown how the asset can genérate probable future economic benefits

5) Appropriate technical, financial and other resources to complete the development and to use or sell the asset are avallable

6) expenses that are attributable to assets during its development can be reliably calculated

Relmbursed expenses related to prdject under collaboration agreements are involced to the partners and are set-off agalnst research
and development expenses.

All research and development expenses are recognized in the income statement [n the period In which they Incur,

Nuevolutlon A/S - Annual Report 2018 20




Note

Management's judgments and estimates
Research costs cannot be capitalized,

Patent costs are normally defined as an Intangthle asset and must be capitalized.

The conditlons for capitalization of development costs are closely defined: an intangible asset must be recognized If, and only If, there
Is reasonable certainty of recelving future cash flows that will cover an asset’s carrylng amount, Since our own development projects
are often subject to regulatory approval procedures and other uncertalnties, the conditions for the capitalization of costs Incurred
before receipt of approvals are not normally satisfied,

The recoverable value of our patents Is closely connected to our development projects hence a possible capitallzation of patent cost
will follow the possible capltalization of our developments projects.

Manhagement assess on a continuous basls, whether there Is reasonable certainty of recelving future cash flows that will cover the
development costs Incurred regarding our own development projects, As the currently ongolng projects are subject to regulatory
approval procedures and other uncertainties, the conditions for the capltalization of costs have not been satisfied as at 31 December
2018 and comparative periods,

6 Sales, general and administration expenses
1Jan, - 1 ul, ~
31 Dec, 2018 31 Dec. 2017
DKK '000 (12 months) (6 months)
Employee benefit expenses 8,066 3.412
External expenses 4,696 3,300
Depreclation 24 20
Total 12,786 6,732
Accounting Policy
Sales, general and administrative expenses include wages and salarles, share-based compensation, and other personnel related
expenses, office costs, cost of premises, audlt, lawyer, depreciation etc. related to management, sales, human resources, Informatlon
technology, and the finance departments.
7 Staff expenses
1Jan. - Ldul. -
. ) 31 Dec, 2018 31 Dec. 2017
DKK '000 {12 months) (6 months)
Wages & salarles . 35,809 15,260
Bonus 0 -126
Share-based payment -101 141
Penslon (Definad contribution) 1.047 385
Other soclal security costs 313 126
Other personnel costs o 1.908 1428
Total : 38.976 17.214
Staff costs are recognized as follows:
Research and development expenses 30.910 13.802
Sales, general and administration expenses 8.066 3.412
Total staff cost 38,976 17.214
1 Jan, - 1 Jul. -
31 Dec. 2018 31 Dec, 2017
DKK '000 (12 months) (6 months)
Management (Wages & salaries) 7.276 2,963
Management (Bonus) 0 -126
Management (Pension - Defined contributlon) 317 121
Management (Other soclal securlty costs) 11 a4
Total 7,604 2,962
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1 Jan, - 1 Jul, -
31 Dec. 2018 31 Dec. 2017
(12 months) {6 months)

Emplovees;
Average number of FTE 49 48
Number of FTE end of year 49 47

Members of the management have contracts of employment contalning standard terms for management members of Danish
companies, Including the perlods of notlce that both parties are required to give and competition clauses, If a contract of employment
of a member of the company's management Is terminated by the company without misconduct on the part of such member, the
member of the company's management Is entitled to compensation, which, depending on the circumstances, may amount to a
maximum of 6-12 months' remuneratlon, In the event of a change of control the compensation can amount up to 12 months'
remuneratlion,

Accounting Policy

Staff costs
Staff expenses comprise of wages and salarles for staff engaged In research, development, sales, marketing, adminlstration and
management, The item also comprise all staff-related costs.

Short-term remuneration
Remunaration of employees in form of salaries, bonuses, shara-based payments, paid vacation, paid sickness absence, etc. and
pension are recognized when the relevant services are recelved,

Retirement benefit

Post-employment pension and other remuneration are classifled as defined-contributlon or defined-benefit pension plans, The
company has only defined-contribution pension plans. For defined-contribution plans, the company pays fixed contribution to a
separate, Independent legal entry and does not have any obligation to pay additional contributlon, The company's earnings are
charged with expenses in llne with the benefits belng earned, which normally coincldes with the time when the premium is pald,

Share-based payments

Share-based incentlve programs, under which management and employees may choose to buy shares in the parent company (equity
schemes), are measured at falr vatue of equity instruments at grant date and recognized In the Income statement over the perlod of
the employee’s earning the right to buy the shares, The balancing item is recognlzed directly In shareholder equity. The fair value of
the share-based payment Is determined using a combination of a Black-Scholes mode! and a Monte-Carlo simulation model. Please
refer to Note 21 for further detalls,

Other operating income

1Jan, - LJul, -

31 Dec, 2018 31 Dec, 2017

DKK '000 (12 months) {6 months)
Government grant 1,708 116
Total 1,708 116

Accounting Policy

Other operating Income comprises research funding from government grant, Research funding is recognized in the period when the
research actlvities have been performed and when there Is reasonable assurance that the grants will be recelved, Grants for research
and davelopment costs, which are recognized directly in the income statement are recognized under other operating Income as the
grants are consldered to be cost refunds and not as such revenue,

Prepald grants are recognized In the balance sheet as prepayments of government grants at par value on recelpt and Is transferred to
the income statement concurrently with the related expenses occur,
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9
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Financial income

1 Jan, - 1 Jul, -

31 Dec, 2018 31 Dec, 2017

DKK '000 (12 months) {6 months)
Interest Income- 11 0
Forelgn exchange galn 229 231
Total 240 231

Accounting Policy
Financial Income Include interest income, realized and unrealized gains on transactions in foreign currencles, Financlal income are
recoghized In the Income statement at the amounts that relate to the reporting perlod.

Financial expenses

1 Jan, - 1Jul, -

31 Dec. 2018 31 Dec, 2017

DKK '000 {12 months) (6 months)
Interest expenses 189 39
Leasing Interest 84 52
Bank fees and other financlal expenses 127 66
Foreign exchange loss 525 253
Total 925 410

Accounting Policy

Financial expenses include interast expenseas, interest expeanses relating to finance lease payments, bank fees or alike and realized and
unrealized losses on transactions In forelgn currencles. Financlal Interest expenses are recognlzed in the Income statement according
to the effective Interest mathod and other financial expenses are recognized In the income statement at the amounts that relate to
the reporting period,

Corporate and deferred tax
Taxation - income statement

1 Jan, - 1 Jul, -

31 Dec. 2018 .31 Dec, 2017

DKK '000 (12 months) {6 months)
Loss for the year -69.810 44,446
Tax rate 22,0% 22,0%
Tax on loss for the year : 15,358 9,778
Tax value of non-deductible expenses 17 -2
Tax on share based payment 21 -31
Utilizatlon of tax credit o 5.500 2,750
Adjustment of deferred tax -8,709 2,804
Accounting estimate for utllization of tax losses -6.645 -12,549
Total 5.500 2,750
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Taxation - balance sheet

DKK '000

Taxation - recognition of income tax receivable in the balance sheet
Balance at beglnning of perlod

Tax credit for the year

Recelved tax credit for the year

Balance at end of period

Recognized in the balance sheet as follows:
Non-current income tax receivablas
Current Income tax receivable

Total income tax receivable

DKK '000

Component of the deferred tax asset are as follows:
Tanglble fixaed assats

Net payments under finance lease

Capitallzed R&D costs

Prepayments

Deferred income

Share-based payments

Tax loss carry-forward

Unrecognized deferred tax asset

31 December

31 December

2018 2017
6,400 9.150
5.500 2.750

-3.650 -5,500
8.250 6.400
2,750 2.750
5,500 3,650
8.250 6.400

31 December

31 December

2018 2017
-383 -607
488 696
~10.986 -3.426
640 282

0 -504
-8.520 8,499
-98.870 92,226
~117.631 -104.284
117,631 104.284
0 0

Corporate tax for the year Includes a tax credit for research and development at the applicable tax rate under the Danlsh Corporate

Income Tax Act.

The cdmpany has In previous years generated tax losses. As It Is still uncertaln whether deferred tax assets can be utllized, the assets
has not been recognized in the annual report. Deferred tax assets not recognized for the period 1 January - 31 Decemiber 2018 were

TDKK 117,631 (1July 2017 - 31 December 2017: TDKK 104,284),

According to current tax legislation, tax loss carry-forward can be carrled forward Indefinitely.

Nuevolution A/S - Annual Report 2018

24




Note

Accounting Policy

Income tax

Tax for the year, which includes current tax on the year's taxable income and the year's deferred tax adjustments, Is recognized In the
Income statement as regards the portion that relates to the net result for the year and Is taken directly to aquity as regards the
portion that relates to entries directly In equity or other comprehensive Income, respectively.

In assessing current tax for the year, the applicable tax rates and legislation on the statement of financial position date are used,
Nuevolution A/S has a corporate Income tax year running from 4 July to 30 June.

The company recognizes tax credits relating to research and development costs In accordance with the Danish corporate tax act at the
corporate income tax rate (22% for both 2018 and 2017) based on total research and development cost of up to DIKK 25 milllion,

In assessing current tax for the year, the applicable tax rates and legislation on the statement of financial position date are used,

Income tax receivable

Current tax assets for the current and prior periods shall be measuread at the amount expected to be recovered from the taxation
authoritles, using the tax rates and tax laws that have been enacted or substantively enacted by the end of the reporting period. Tax
assets that [s expected to be recovered within 12 months Is reported as current Income tax recelvable and tax assets that Is expected
to be recovered after 12 month is reported as non-current income tax receivable,

Deferred taxes

Deferred tax Is measured according to the statement of balance sheet llabllity method on all temporary differences batween the
cartylng amount and the tax base of assets and llabilitles, The deferred tax Is stated based on the planned utilization of the individual
asset and the settlement of the individual liability, respectively,

Deferrad tax assets, including the tax value of tax losses carry-forward, are recognized in the balance sheet at the value at which they
are expected to be utilized, either through elimination against tax on future earnings or through a set-off agalnst deferred tax
liabllitles.

IVlanagement's judgments and estimates

The Company racognizes deferred tax assets relating to tax losses carried forward when management assess that these tax assets can
be offset against positive taxable Income [n the foreseeable future. The assessment is made at the reporting date and is based on
relevant information, taking Into account any impact from restrictlons In utilization in local tax legislation.

The assessment of future taxable income is based on financlal budgets approved by management as well as management’s
expectations regarding the operational development In the following years. Based upon this assessment no deferred tax assets
relating to tax losses carried forward have been recognized as at 31 December 2018.
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Tangible fixed assets

DKK'000

Cost at 1 January 2018
Additions

Disposals

Cost at 31 Dacember 2018

Depreclation and Impairment at 1 January 2018
Depreclation and impairment for the year

Disposals

Depreciation and impairment at 31 December 2018
Carrying amount at 31 Dacember 2018

Hereof leased tools and equipment

Depreclation and impalrment expenses are recognizad as follows;

Research and development expenses
Sales, general and administration expenses
Total depreciation and impalrment expenses

Cost at 1 July 2017
Additlons

Disposals

Cost at 31 December 2017

Depreciation and Impalrment at 1 July 2017
Deprectation and Impairment for the period
Disposals

Depreclation and impairment at 31 December 2017
Carrying amount at 31 December 2017

Hereof leased tools and equipment

Depteclatlon and Imbalrment expenses are recognized as follows:

Research and development expenses
Sales, general and administration expenses
Total depreciation and Impairment expenses

All assets are located In Denmark
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Other fixtures,
fittings, tool and Leasehold
equipment improvement Total
27.445 10,148 37.593
301 20 321
-2.558 0 2,558
25.188 10,168 35.356
23.549 9,249 32.798
1.223 131 1.354
-2,558 0 ~2.558
22,214 9,380 31.594
2.974 788 3.762
2,205 0 2,205
1.216 114 1.330
7 17 24
1.223 131 1.354
26,767 9.607 36.374
678 541, 1.219
0 0 0
27.445 10.148 37.593
22,900 9,202 32.102
649 47 696
0 0 0
23.549 9,249 32,798
3,896 899 4,795
3.291 0 3.291
649 27 676
0 20 20
649 a7 696
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Accounting Policy
Tangible fixed assets
Tanglble fixed assets are measured at cost less accumulated depreclation and Impalrment losses,

Leased tanglble fixed assets qualifylng for assets held under finance lease contracts are measured as acquired fixed assets. The
Management has assessed that the purchase optlon will be utilized,

Cost comptises the purchase price, costs directly allocated to the acquisltion, and costs for preparation untli the date when the asset Is
avallable for use,

Cost of assets held under finance lease contracts are measured as the lower of fair value and the present value of future lease payments,
calculated on the Internal discount rate.

Depreclation Is calculated on a stralght-line basls based on the following expected useful life:

Year
Leasehold Improvements ) 5-10
Other fixtures and fittings, tools and equipment 3-5

The resldual value Is determlned at the time of acquisltlon and are reassessed every year, Where the resldual value exceeds the carrying
amount of the asset, no further depreciation charges are recognised, In case of changes In the resldual value, the effect on the
depraciation charges Is racognised prospectlvely as a change in accounting estimates.

Impalrment of fixed assets

Fixed assets are revlewed at the statement of financlal position date to determine whether there are any Indications of Impalrment,
Where there Is Indication of impalrmant, an Impalrment test Is made for each Individual asset or group of assets, respectlvely, generating
independent cash flows, The assets are writien down to the higher of the value in use and the net selling price of the asset or group of
assets (recoverable amount) If It s lower than the carrylng amount.
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13 Trade receivables

31 December

31 December

DKK '000 2018 2017
Trade recelvables, gross value 1.316 435
Trade recelvables, Impalred 0 0
Total 1.316 435
Age analysis of trade recelvables:

- Not yet due 964 435
- Overdue by between 1 and 179 days 352 0
- Overdue by between 180 and 360 days , 0 0
Total receivables with credit risk exposure 352 0

No loss on recelvables has been recognized during the reporting perlods.

Accounting Policy

Classification and measurement

Under IFRS 9, the Company initially measures a financlal asset at Its fair value, Subsequently, the Company measures
Its financlal assets held based on the following measurement categories; Those to be measured at fair value (either
through other comprehensive income or through profit or loss) and those to be measured at amortised cost. The
classification Is based on Nuevolution’s business model for managing the assets and the contractual terms of the cash
flows.

The new classification and measurement of Nuavolutlon’s financial assets are as follows:

Receivables

Recelvables from collaboratlion partners and other recelvables are designated as receivables and are Initially
measured at falr value or transaction price and subsequently measured in the balance sheet at amortized cost, which
generally corresponds to nominal value less expected provision for credit loss, This is consistent with prior periods
classification.

Impairment

The adoption of IFRS 9 has changed the Company’s accounting for impalrment losses for financial assets by replacing
IAS 39's incurred loss approach with a forward-looking expected credit loss approach. Undér IFRS 9, the Company is

required to record an allowance for expected credit losses for all loans and other debt financial assets not held at fair
value through profit and loss, Expected credit losses are based on the difference between the contractual cash flows
due in accordance with the contract and all the cash flows that the Company expects to receive,

For recelvables with collaboration partners and other receivables, the Company has applled the standard’s simplified
approach and has calculated expected credit losses based on lifetime expected credit losses, No provision for
expected credit losses have been recognized given that the Company has not recognized any of credit losses over the
past financlal years and do not expect to incurre such, Asthe contract assets relate to the partnerships, the credit risk
is based on an individual assessment,
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14 Other current receivables and prepayments

DKK '000

VAT
Prepayments
Other financlal assets

Total

Accounting Policy

31 December

31 December

2018 2017
670 1,362
967 1.050
210 407

1.847 2,819

Other current receivables and prepayments are measured at fair value, and subsequently at amortized cost using the

effective Interest method less impairment,

Prepayments recognized under assets comprise expenses incurred relating to subsequent financlal periods.

Prepayments are measured at cost.

15 Share capital

Balance at 1 January 2018

Balance at 31 December 2018

Balance at 1 July 2017
New share issue

Balance at 31 December 2017

Balance at 1 July 2016
Capital reduction
New share issue

Balance at 30 June 2017
Balance at 1 July 2015
New share issue
Balance at 30 June 2016
Balance at 1 July 2014

New share Issue
Balance at 30 June 2015

Balance at 1 July 2013
Balance at 30 June 2014

Share Capital

No. of shares DKK '000
16,500,000 16.500
16.500.000 16.500
16.000.000 16.000

500,000 500
16.500.000 16.500
285,725.299 285,725
-270.174.674 -270.175
449.375 449
16.000.000 16.000
285.725,298 285,725
1 0

285.725,299 285,725

225,725,298 225,725
60,000,000 60.000

285,725,298 285,725

225.725.298 225,725

225.725.298 225,725

The share capital consists of 16.500.000 shares of DKK 1 nominal value, The share capital is fully pald up. All shares are

owned by Nuevolution AB (publ), Rgnnegade 8, Copenhagen.
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Trade payables and other current liabilities
31 December 31 December

DKK '000 2018 2017
Trade payable 2,340 4,602
Payables, Parent Company 392 475
Other current liabilities 6.484 4,913
Total 9.216 9.990

Accounting Policy
Trade creditors are measured at falr value, and subsequently at amortized cost using the effective interest method.
Carrying amount for Trade creditor is presumed to correspond to the fair value since it Is by nature short-term,

Other liabllitles are measured at amortized cost, which usually corresponds to the hominal value.

Present value adjustment Is not performed since the duration is short,

Lease liabilities

The Company has finance leases for varlous items of tanglble assets. Futures mihimum lease payments under leases
together with the present value of the net minimum lease payments are as follows:

. 31 December 31 December
DKK '000 2018 2017

Non-current lease Habilitles 1.317 2.125
Current portion of long-term lease liablilities 903 1.040
Total ' 2.220 3.165
Finance lease obligations ,

31 December 2018 31 December 2017

Minimum  Present value Minimum - Present value
DKK ‘000 payments  of payments payments  of payments
0-1 year 958 903 1221 1.040
1-2 years 942 915 912 860
2-5 years 411 402 1.299 1.265
> b years 0 0 0 0
Total minimum lease payments - 2,311 2.220 3.332 3,165
Less amounts representing finance charges 91 0 167 0
“Total _ , . 2,220 2.220 3.165 3.165

The company has entered into rent contracts, which all can be terminated at maximum of 6 months notice. Annual
rent payment of TDKK 2,868 (2017: TDKK 1,409), where TDKK 2,495 (2017: TDKK 1,226) is included in research and
development expenses and TDKK 373 (2017: TDKK 183} is Included in sales, general and administrative expenses. The
company has an operational lease agreement of minor assets with an annual payment of TDKK 43 (2017: TDKK 0),
where TDKK 37 (2017: TDKK 0} is included in research and development expenses and TDKK 6 (2017; TDKK 0) is
included in sales, general and administrative expenses,

Accounting Policy

Finance lease liabllities regarding assets held under financial leases are recognized in the statement of financial
position as liabilitles and measured, at the inception of the lease, at the lower of fair value and present value of future
lease payments, calculated by reference to the interest rate implicit in each lease,

On subsequent recognlilion, lease liabilltles are measured at amortized cost, The difference between present value
and nominal value of lease payments is recognized In the statement of comprehensive income over the term of the
lease as a financial expense.
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Financial risk management and financial instruments

The objective of Nuevolution A/S's financial management policy is to reduce the company's risk to fluctuations in currency exchange
rates, interest rate risk and credi risk, The Board of Directors has adopted a policy for managling financlal risks within the company.
The Board of Directors is responstble for the company's long-term flnancing strategy as well as any acquisition of capital, The
management of financial risks In the day-to day operations is handled by the CFO together with the CEO.

Capital management
The Board of Directors of Nuevolution A/S monitors the Company's capital structure and financlal management, decides on matters
relating to acquisitions, Investments and financing and continuously monitors the Company's exposure to financial rlsks.

Nuevolution A/S defines the capital as equity reported In the balance sheet, the capital in 2018 amou'nting to TDKK 64,890 (58,786).

The Company monltors capital utilization using various key ratios, such as net debt, return on capital employed and equity/assets
ratio.

The company is not subject to external capital requirements,

Liquidity and financing risk
it Is Nuevolutions aim to have adequate capital in relation to the underlying operation and research and development projects, so
that It Is always possible to provide sufficient capital to support operations and the company's long-term objactives,

The current cash position will sustain the company’s operations throughout 2019, However, the current cash posltion may not fully
sustaln operations for an additlonal 12 months, as per the date of this report, without reducing the current and planned level of
operations, Nuevolution is engaged In partnering discussions which Include up-front payments, and may be eligible to milestone
payments under current collaboration agreements, As an alternative to these discusslons, the Board of Directors and Management

- may also consider reducing the planned level of operations and thereby reduce cost and the Board of Directors and Management

may furthermore conslder evaluating the need for alternative funding beyond partner income through either equity, loans or a mix
hereof. Further reference is made to note 24,
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Below Is a term-based analysls of the company's financlal position:

31 December 2018
DKK '000
Carrylng
Maturitles 0-1 year 1-2 years 2-5 years >5 years Total amount
Measured at amortized cost
Lease liabllities 958 411 0 0 1.369 2,220
Trade payables 2,340 0 0 0 2,340 2,340
Payables, Parent Company 392 0 0 0 392 392
Other current llabllitles 6,484 0 0 0 6.484 6.484
Total financial liabilities 10.174 411, 0 0 10.585 11.436
Measured at amortized cost
Cash 61,228 0 0 0 61.228 61.228
Trade receivables 1.316 0 0 0 1.316 1.316
Leasehold deposits 0 0 0 1.305 1,305 1.305
Other current receivables 880 0 0 0 880 880
Total financial assets 63.424 0 0 1.305 64,729 64,729
Net ~53.250 431 0 ~1.305 -54.144 ~53,293
31 December 2017
DKK '000 .
Carrying
Maturities 0-1year 1-2 years 2-5 years >5 years Total amount
Measured at amortized cost
Lease liabllitles - 1121 ’ 912 1.299 0 3.332 3.165
Trade payables 4,602 0 0 0 4,602 4,602
Payables, Parent Company 475 : 0 0 0 475 475
. |Other current liabllities 4.913 0 0. 0 4,913 4,913
' Total financial liabilities 11,111 912 1.299 0 13,322 13,155
Measured at amortized cost
Cash 59.980 0 0 0 59.980 59.980
Trade recelvables 435 0 0 0 435 435
Leasehold deposits . . 0 0 0 1.284 1.284 1.284
Other current recelvables .1.769 0 0 0 1,769 1.769
Total financlal assets 62,184 0 0 1,284 63,468 63,468
Net -51.073 912 1.299 ~1.284 -50.146 ~50,313
Currency risk

As Nuevolution have income and expenses in different currencies, the company Is subject to currency risk. Increase or decrease in
the exchange rate of foreign currencies can affect the company’s result and cash position posttively or negatively, Nuevolution
recelves upfront and milestone payments from its partners in USD and EUR,

Assets and Liabilities In foreign Currency

The most significant cash flows are In EUR and USD. Overall, Nuevolution hedges its currency exposure primarily by matching
Income and expenses in the same currency. In addition Nuevolution Is not using hedging Instruments such as derlvatives or future
contracts,
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Based on the amount of assets and liabilities denominated In EUR and USD as of 31 December 2018, a 10% change In both EUR to
DKK exchange rate and USD to DKK exchange rate respectively will impact our net financlal items, net result and equity by

approximately:

Percentage
. change in Impact of
DKK 1000 Net currency| exchange rate change in
Cash position Recelvables Liabilities exposure Y exchange rate
81 December 2017
EUR 5 0 -144 139 10% -14
usD 56 1.299 -128 1,227 10% 123
31 December 2017
EUR 2.939 0 -154 2,785 10% 279
UsD 6 417 -1,167 -744 10% -74

" The analysis assumes that all other variablés, In particular Interest rates, remain constant,

Interest Rate Risks

Nuevolution’s interest rate risks are linked to leasing contracts and bank deposits, The Interest rate for both Interest-bearing debt
and bank deposits are floating. An Increase of the Interest rate of 1% would impact the financlal result by an amount of TDKK 506
{2017: TDKK 711) with a corresponding Impact on the equity.

Cradit Risk

Nuevolution Is exposed to credit risk and losses on our bank deposits, The credlt risk related to financlal and other receivablas is not
significant, The company do not apply hedging or use of derivatives.

Trade recelvables

The company applies the IFRS 9 simplified approach to measuring expected credit losses which uses a lifetime expected loss
allowance for all trade receivables. Historical Nuevolution did not recognize any losses on trade receivables consequently the

expected loss rate [s fixed at zero,

Other financial receivables

Other financlal recelvables primarlly comprises receivable VAT and deposit for rent (hon-current financial asset). It is the
managements judgement that this type of financial assets has a limits credit risk.

Bank Deposit

To reduce credit risk on our bank deposits, Nuevolution only places its cash deposits with highly rated financial institution.
Nuevolutlon Is currently using financlal institution with a short-term rating from S&P of at least A-1, The total value of bank deposits
amounts to TDKK 61,228 as of 31 December 2018 compared to TDKK 59,980 as of 31 December 2017,
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19 Adjustment to cash flow statement

LJan.- LJul, -
31 Dec, 2018 31 Dec. 2017
(12 months) (6 months)
DKK '000 ‘
Change in working capital:
Trade recelvables 881, -363
Other recelvables 972 -1,172
Trade payables 2,262 -2.584
Trade payables, Parent Company -83 233
Other current liabilities 1571 -906
Prepayments from collaboration partnets -97 741
Deferred Income -2,293 -3,698
-3,073 -7.749
Investment in plant, equipment, fittings and tools
Acquisition of plant, equipment, fittings and tools etc (note 12) -321 -1.219
New financlal lease agreements 130 316
Net investment in plant, equipment, fittings and tools -191 <903
20 Specification of changes in leasing liabilities
31 December 31 December
2017  Cash flows Non-cash changes 2018
Reclassifica-
DKK '000 tlons New |leases
Non-current lease liabilitles 2,125 -038 130 1317
Current lease liabllities 1.040 -1.075 938 0 903
Total liabilities from financing
activitles 8.165 -1,075 0 130 2,220
30 June . 31 December
2017  Cashflows Non-cash changes 2017
Reclassifica~
DKK '000 tlons New leases
Non-current lease liabllities 2,267 -458 316 2,125
Current lease liabllities 1.143 -561 458 0 1,040
Total llabilities from financing
activities 3.410 -561 0 316 3.165
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21 Share based payments
The following share-based payments disclosures relate to the Nuevolution AB group share-based payment
arrangements, In which Nuevolution A/S Is employing members of the Board of Directors, Executive Management, and
employees who have been granted equity-settled by the parent, Nuevolution AB, over whose shares the awards are
granted,

Warrant Program 2015/2024,

The program comprise of 5,039,254 warrants, hereof 2,636,930 Series 1 warrants and 2,403,324 Series 2 warrants, The
program has an initial term of five years. All warrants according to this warrant program have been granted, and have
vested.

The exerclse price for one ordinary share subscribed for by the exerclse of one warrant of Serles 1 is SEK 1.7.50 and the
exercise price for one ordinary share subscribed for by the exercise of one warrant of Serles 2 shall be SEK 11,25, Thus,
if all warrants are fully subscribed for, the parent company’s share capital will increase with SEK 5,039,254, The
“warrants may be exercised for subscription of shares from 31 August 2016 up until and including 31 August 2021.

Warrant Program 2016/2021
"The program comptise 493,000 warrants, hereof 480,000 Serles 1 warrants and 13,000 Serles 2 warrants, During the
period 1 July - 31 Dacember 2017, 70,000 warrants have been granted.

The exercise price for one ordinary share subscribed for by the exerclse of one warrant of Series 1 is SEK 17.50 and the
exercise price for one ordinary share subscribed for by the exercise of one warrant of Serles 2 is SEK 11.25. Each
warrant entitles to subscription of one ordinary share in the parent company. Thus, if all warrants are fully subscribed
for, the parent company’s share capltal will increase with SEK 493,000, The warrants granted to the participants are
vesting over a perlod of four years, of which one quarter of the warrants shall be deemed vested on 31 October 2017,
2018, 2019 and 2020, respectively. Warrants of serles 1 are only exercisable if the trading price of the parent
company's share on Nasdaq First North Premier or Nasdaq Stockhalm at the time of applying for subscription of shares
corresponds to at least SEK 22,975, This conditlon has been reflected when determining the falr value of the warrants
granted of series 1.

Development in the number of outstanding warrants:

2015/21 2016/21

Serie 1 Serle 2 Serle 1 Serie 2 Total
Outstanding at 1 January 2018 2.658.579 2,403.279 70.000 0 5.131.858
Granted 0 0 0 0 0
Exercised 0 0 0 0 0
Expired 0 0 0 0 0
Cancelled -21.649 -955 0 0 -22,604
Transferred - 0 0 0 0 0
Outstanding at 31 December 2018 2.636.930 2.402.324 70.000 0 5.109.254
Exercisable at 31 Decemher 2018 2.636,930 2.402.324 35.000 0 5.074.254
Weighted average remaining contractual life ' 2,67
Number of warrant held by the Board
of Directors 381.034 148,167 0 0 529.201
Number of warrant held by the
Executive Management 0 1.911.113 0 0 - 1911113
Number of warrant held by other
member of Group Management 536.912 236,978 0 0 773.890
Number of warrant held by
employees 1.718.984 106.066 70.000 0 1.895.050
Total outstanding warrants 2.636.930 2.402.324 70.000 0 5.109.254
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2015/21 2016/21

Serle 1 Serle 2 Serle 1 Serie 2 Total
Outstanding at 1 July 2017 2.667.239 2.403.279 0 0 5.070.518
Granted 0 0 70.000 0 70.000
Exercised 0 0 0 0 0
Expired 0 0 0 0 0
Cancelled -8.660 0 0 0 -8.660
Transferred 0 0 0 0 0
Outstanding at 31 Decembaer 2017 2,658,579 2.403.279 70.000 0 5.131.858
Exercisable at 31 December 2017 . 2.658.579 2,408,279 17.500 0 5.079.358
Weighted average remaining contractual life 3,67
Number of warrant held by the Board
of Directors 381.034 148,167 0 0 529,201
Number of warrant held by the
Executive Management 0 1.911.113 ) 0 1,911.113
Number of warrant held by other
member of Group Management 536,912 236.978 0 0 773,890
Number of warrant held by
employees 1.740.633 107.021 70,000 0 1.917.654
Total outstanding warrants 2,658,579 2.403.279 70.000 0 5,131,858

Warrant Program 2015/21 and 2016/2021

The fair value at the time of grant is hased on the combination of a Black-Scholes model and a Monte-Carlo simulation

model. The fair value is based on the following parameters:

Warrant Program

2016/21 2015/21
Grant date: ' 18 Dec. 2017 15 Dec, 2015
* Weighted average fair value of warrants granted: 5,78 9,53
* An option life of: : 3.7 years 5.72 years
* A volatility of: ‘ 46% 65%
* A dividend pay-out ratio of: 0% 0%
* A risk-free interest rate of: 0,20% 0,30%
* A weighted average share price of: 17,30 13,69

The expected volatility is based on the historical volatility of health care and biotech companies listed on Nasdaq Flrst -
North Premier. The exercise of the series 1 warrants is subject to a condition that the share price excises SEK 22,975,

This condition has been factored in when determining the falr value of the warrants granted.

The expected maturity is based on management estimates.

Expected dividends per share s based on historical share dividends and management's expectation about future

dividends,

The risk-free interest rate is based on five years Swedish government bonds.

If Warrant Program 2015/2021 and Warrant Program 2016/21 is fully exercised, the dilution effect will correspond to
10.6 percent and 1 percent respectively with a total dilutive effect of 11.5 percent based on the current number of

outstanding shares,

The company has no other outstanding incentlve programs.
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Effect on income statement

The falr value of warrants programs effects the income statement as follows:

1lan, - 1Jul, -
31 Dec, 2018 31 Dec, 2017
DKK '000 (12 months) (6 months)
Warrant program 2015/2021 -161 -62
Warrant program 2016/2021 60 203
~101 141

The fair value are recognized as follows!
Research and development expenses 126 52
Sales, general and administration expenses 25 89
-101 141

The costs are set-off against equity.

Accounting Policy

Employees (including Board of Directors and Executive Management) of the company receive remuneration in the form
of share-based payments, whereby employees render services as consideration for equity Instruments (equity-settied
transactlons).

The cost of equity-settled transactions is determined by the fair value at the date when the grant Is made using an
appropriate valuation model, That cost Is recognized in employee benefits expense as presented in elther research and
development expenses or sales, general and administrative expenses, together with a corresponding Increase in equity
over the period in which the service and, where applicable, the performance conditions are fulfilled (the vesting
period). The cumulative expense recoghlzed for equity-settled transactions at each reporting date until the vesting date
reflects the extent to which the vesting perlod has expired and the company'’s best estimate of the number of equity

“Instruments that will ultimately vest. The expense or credit in the statement of profit or loss for a period represents the

movement in cumulative expense recognized as at the beginning and end of that period.

Service and non-market performance conditions are not taken into account when determining the grant date fair value
of awards, but the likelihood of the conditions belng met Is assessed as part of the company’s best estimate of the
number of equity Instruments that will ultimately vest. Market performance conditions are reflected within the grant
date fair value. Any other canditlons attached to an award, but without an assoclated service requirement, are
considered to be non-vesting conditions. Non-vesting conditions are reflected In the fair value of an award and lead to
an immediate expensing of an award unless there are also service and/or performance conditions,

The fair value of the warrants Is estimated at the grant date using a combination of a Black-Scholes mode! and a Monte-
Carlo simulation model, taking into account the terms and conditions on which the warrants were granted.

Management's Judgements and estimates

Estimating falr value for the company’s share-based payment transactions requires determination of the most
appropriate valuation model, which depends on the terms and conditions of the respective grant. This estimate also
requlires determinatlon of the most appropriate inputs to the valuation model including the expected life of the
warrants, volatility dividend pay-out ratio and risk-free interest rate and making assumptions about them, For the
measurement of the falr value of equity-settled transactlons with employees at the grant date, the company uses a
combination of a Black-Scholes model and a Maonte-Carlo simulation model for the warrant program 2015/21 and the
warrant program 2016/21,

The assumptions and models used for estimating falr value for share-based payment transactions are discussed further
above In the note 21,
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22 Pledges and guarantees
The company has no pledges nor issued any guarantees,

23 Contingent assets and liabilities
License and Collaboration Agreements
We are entitled to potential milestone payments and royalties on successful commercialization of product
developed under license and collaboration agreements with our parthers. Since the size and timing of such
payments are uncertain until the milestones are reached, the agreements may qualify as contingent assets.
Howevaer, it is impossible to measure the value of such contingent assets, and, accordingly, no such assets have
been recognized.

Disputes
The Company may, from time to time and within the framework of its operations, become involved in disputes

and other legal proceedings.

Chemgene Holding ApS and Henrlk Pedersen

In 2012, Nuevolution filed a law suit against Henrik Pedersen, a former employee of Nuevolution, as it believes
to be therightful owner of a patent family that was filed with his involvement and at a time when he was the
CSO at Nuevolution. Furthermore, Nuevolution remains interested in continuing the prosecution of a
continuation application under the patent family in accordance with an agreement that was made between the
parties in 2007, The outcome of the proceedings is not expected to adversely impact Nuevolution’s use of the
Chemetics® platform as used in practice today.

In February 2016, Nuevolution announced that the Danish Maritime and Commercial High Court (Sg- og
Handelsretten) had given a decision for one aspect of the company’s suit filed agalnst Henrik Pedersen,
acoording to which Nuevolution cannot, during pending litigation against Henrik Pedersen and Chemgene
Holding ApS, seek correction of Inventorship and assignment of ownership of the patent family presently
owned by Chemgene Holding ApS. Nuevolution decided to seek an appeal of the Maritime and Commercial
High Court’s decision to the Eastern High Court (@stre Landsret) regarding the company's right to raise the
specific question about inventorship and ownership,

On 8 December 2017, The Eastern High Court decided to revoke the Maritime and Commercial High Court’s (Sg-
og Handelsretten’s) original decision from 22 February 2016, in favor of Nuevolution’s request, and to send the
case back to the Maritime and Commercial High Court for renewed review thereby allowing Nuevolution to
seek correction of inventorship and assignment of ownership of the patent family presently controlled by
Chemgene Holding ApS.

The case is now prosecuted at the Maritime and Commercial High Court (Sg- og Handelsretten) again, and the
case Is expected to continue for a longer period of time.

The main financial risk Is presently considered to be that Nuevolution would be ordered to pay legal costs to
Henrlk Pedersen and Chemgene Holding ApS. In Denmark, the possibilities to be awarded such legal costs are
normally limited to 5 percent of the case value. When the dispute was initiated, the case value was limited to
DKK 900,000 and applying the standard guidelines used by Danish courts, the costs that the losing party would
have to reimburse the winning party for thus amount to approximately DKK 50,000,
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24

During the year, Henrik Pedersen’s US patent rights were significantly reduced in scope following a successful
interpartes review process that was filed by Nuevolution against Henrik Pedersen’s US patents at the US patent
office. The patent office found that the originally issued US patents were overly broad and invalidated one
issued patent and reduced the scope of a second issued patent significantly. This outcome may be the reason
for Henrik Pedersen recent election to discontinue payment of the annual fees for upholding his European
patent rights, which may therefore lapse during 2019,

Based on the evidence as currently known to Nuevolution, the company expects to be successful in the Danish
dispute.

Accounting Policy .

Contingent assets and liabilities are assets and liabllities that arose from past events but whose existence will
only be confirmed by the occurrence or non-occurrence of future events that are beyond Nuevolution's
control,

Contingent assets and liabilities are not to be recognized in the financial statements, but are disclosed in the
notes.

Related parties

Apart from the parent company, Nuevolution AB (publ) there are no other related parties with controlling
influence on the Company.

Nuevolution A/S's related parties comprise the parent company, the Company's board of Directors and
Management as well as relatives to these persons. Related parties also comprise companies in which the
individuals mentioned above have material interests.

The company has received a letter of support from the parent company in the amount of SEK 18.5 million
covering the period until 31 March 2020,

The company is included in the group annual report of Nuevolution AB {publ), Sweden. The group annual
report can be obtain at www.nuevolution.com

Apart from salaries-and warrants (see note 7 and 21) , there were no significant transactions with Management
or Board of Directors.
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Related party transactions

Information on transaction with related parties is stated below:

1Jan. - 1dul, -
31 Dec. 2018 31 Dec. 2017
DKK '000 (12 months) (6 months)
Group (parent) companies:
Purchase of services 1,378 830
Cost related to the Warrant Programs -101 141
Trade payables 392 A75
Related party transactions (continued)
Information on transaction with related parties is stated below: ‘
1Jan, - 1dul, -
31 Dec, 2018 31 Dec. 2017
DKK '000 (12 months) (6 months)
Related parties with significant influence:
SEB (paid interest and fees) 229 71
SEB (deposit) 6.283 54,999

During the period 1 January - 31 December 2018 there has been a capital increase in the company of TDKK
100,000 (1 July 2017 - 31 December 2017: TDKK 50,000). The parent company has issued a letter of support of

SEK 20 million to secure the operation of its subsidiary Nuevolution A/S.

In addition to the above, there were no transactions with other related parties and shareholders during the
period 1 January - 31 December 2018 and 1 July 2017 - 31 December 2017, Please also refer to note 7, 9 and

10. All transactions were made according to market conditions.

25 Significant events after the balance sheet date

21 February 2019: A Nuevolution BET-BD1 selective inhibitor shows potential anticancer effect with

Immunotherapy in a mouse model of colorectal cancer.,

28 February 2019: Almirall-Nuevolution collaboration achieves key pre-clinical mllestone in partnership for
Dermatology Diseases. The positive result triggered a contractual milestone payment to Nuevolution of DKK

7.5 million (EUR 1 million),

9 May 2019: Nuevolution’s BET-BD1 selective inhibitor and candidate compound, NUE20798, shows positive

-effect-on disease scoring and biomarker levels in an atopic dermatitis (eczema) mouse model.

Accounting Policy

tf Nuevolution obtains information after the balance sheet date, but prior to the date of the Board of Director’s
approval of the financial statements, about conditions that existed at the balance sheet date, Nuevolution
assesses If the information affects the amounts that it recognizes in the financial statements.

Nuevolution will adjust the amounts recognized In its financlal statements to reflect any adjusting events after
the balance sheet date and update the disclosures that relate to those conditions in the light of the new

information.

For non-adjusting events after the balance sheet date, Nuevolution will not change the amounts recognized in
its financial statements but will disclose the nature of the non-adjusting event and an estimate of its financial
effect, or a statement that such an estimate cannot be made, if applicable.
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