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Florian SchOnharting

Copenhagen,24 March 2017
Onbehalf of the GeneralPartner, Nordic BiotechGeneralPartner ApS:

Statement by the GeneralPartner
TheGeneralPartner has today discussedandapproved the annual report of NordicBiotech K/S for the
financial year' January - 31 December2016.

Theannual report hasbeen preparedin accordancewith the DanishFinancialStatementsAct.

It Isour opinion that the financial statements give a true and fair view of the Limited Partnership's
financial position at 31 December2016 and of the results of the Limited Partnership'soperations for
the financial year 1 January - 31 December2016.

further, in our opinion, the Management'sreview gives a fair reviewof me matters discussedin the
Management's review.

We recommendthat the annualreport be approvedat the annual general meeting.
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Auditor's responsibiliLies for the audit of the financial statements

Our oQjec.tives 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 additional requirements applicable in Denmark will always
detect a material misstatement when it exist'). 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. \ftre exercise professional judgement and mainlain profession a! skepticism 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. Thp. risk of not

Emphasis of matter in the financial statements

We draw attention to note 2 in the financial statements. which reflects that the fair value of the Limited
Partnership's investment in Aditech Pharma AG (Investment in subsidiary) is associated with
considerable uncertainty. We have not modified our opinion in respect of this matter.

Basis for opinion

We conducted our audit in accordance with Intemational Standards on Auditing (ISAs) 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 are independent of the Limited Partnership in accordance with the International Ethics
Standards Board tor Accountants' Code of Ethics for Professional Accountants (lESBA Code) and
additional requirements applicable in Denmark. and we have fulfilled our other ethical responsibilities in
accordance with these rules and requirements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Managemenl'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 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 Limited
Partnership'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 statP.ments unless
Management either intends to liquidate the Umited Partnership or to cease operations, or has no
realistic altemative but to do so.

Opinion

We have audited the financial statements of Nordic Biotech K/S for the financial year 1 January-
31 December 2016. which comprise an income statement. balance sheet. statement of changes in
equity and notes. including 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 financial position of the Limited
Partnership at 31 December 2016 and of the result" of the Limited Partnership's operations for the
financial year 1 January - 31 December 2016 in accordance with the Danish Financial Statements Act.

To the limited partners and the General Partner of Nordic Biotech K/S

Independent auditors' report

lI.ordicBiotech K/S
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Anders Flymer-Oindler
State Authorised
Public Accountant

Copenhagen. 24 March 2017
ERNST & YOUNG
GodkendtRevisionspartnerselskab
CVR no. 30 70 0228a.~~

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 form of assurance conclusion thereon.

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

Moreover, it is our responsibility 10 consider whether the Management's review provides the information
required under the Danish Financial Statements Act.

Based on our procedures. we conclude thai the Management's review 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's review.

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 conlrol 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 Limited Partnership'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 01 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 limited
Partnership'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 rnodifv our opinion. Our conclusion is
based on the audit evidence obtained up to the date of our auditor's report. However. future events
OJ conditions may cause the Limite<! Partnership to cease to continue as a going concern.

... 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.

Nordic Biotech K/S
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Mazanti-Anoersen Korse Jensen
Amaliegade 1D, 1256 Copenhagen, Denmark

Nordea
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Osteologix Holdings PLC

Osteologix Holdingshasbeendedicated to oeveloplnqdrugs for treating diseasesof bone andcartilage.
The company and its subsidiariesare undergoing solvent liquidation.

RosePharma A/S

RosePharma is or has bccn dedicated to develOpingcertain indications for ghrelin and GLP·1.The
Limited Partnership haswritten off its investment in RosePharma.

Investments

Operations

Nordic BiotechGeneralPartner ApS participates in the Limited Partnership asa yel1l~ralpartner and
managesthe Limited Partnership in this capacity. Further, the Limited Partnership hasconcludedan
advisory agreement with NordicBiotech AdvisorsApSpursuant to which NordicBiotechAdvisorsApS
attends to the daily operation of the Limited Partnership.

Financial review

The incomestatement for 2016 showsa lossof DKK1,098,813 thousandagainst a profit of DKK
317,378 thousand last year, and the balancesheet at 31 December2016 showsequity of DKK
2.266.804 thousand.

The results for the year are significantly impactedby the fair value adjustment of the limited
Partnership's investment in Aditech PharmaAGand Ii fair value aC!justmentof the Limited Partnership's
investment in Forward PharmaAlS, which in aggregate amounted to a negativeDKK1.099 million for
2016.

Recognition andmeasurement uncertainLies

The Limited Partnershipmeasuresall of its investments at fair value in accordancewith the valuation
guidelines recommendedby Invest Europe (currently the IPEVvaluation guidelines).The valuations in
the annual report are sul?jectto inherent uncertainty becausethey, amongothers, are basedon
assumptionsthat to a wideextent arejudgmental.

'V'lhJlethe limited Partnership's investment 111 Forward PharmaAlS has beenvaluedbasedon the stock
price or publically traded ADSrepresenting shares in ForwardPharmaAlS, the Limited Partnership's
investment in Aditech PharmaAGhasbeen determined using commonly appliedvaluation techniques
for unquoted entitles. includinga discountedcash flow (DCF)model that is basedon a number of
assumptions regarding future events for which hlstoricat data is scarce. Consequently,the valuation of
Limited Partnership's investment in Aditech PharmaAG in the annual report is sul:!jectto material
uncertainty. Reference ismadeto note 2 for more details.

The fair value adjustment of the Limited Partnership's investment in Aditech PharmaAGamounted to
DKK853 million in 2016.

Principal activities

The Limited Partnership is 1:1 venture capital Limited Partnership established in 2001 and focusingon
early stage investments, restructurings andspinoffs in the biotech industry.

At 31 December2016. the portfolio of the Limited Partnership included four investments not yet
disposedof by the Limited Partnership. Theseare further describedbelow.

Operating review

Management's review

Nordic Biotech K/S
Annual report 2016EY
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Events after the balancesheet date
The value of the investment in Forward PharmaAJSat 31 December2016. DKK1.283.123 thousand. is
basedon the stock price of Nasdaqtraded ADSrepresenting shares in ForwardPharmaat 31 December
2016. Theshare price of Forward Pharmahas increasedSignificantly in the first two months of 2017.
Reference ismadeto note 3 for information on the fair value at 28 February 2017.

Commercial and financial risks

The Limited Partnership is. amongothers. dependent on the continued servicesof NordicBiotech
GeneralPartner ApSandNordic BiotechAdvisors ApSand the developmentsin the UScapital market.

Outlook

The Limited Partnership continues Lahold a portfolio of companieswith up-sidepotential and the
LimitP.dPartnership intends to continue its efforts to realise its remainingassetsat optimal value.

Aditecb PharmaAG

Aditech PharmaAGhasdevelopedcertain intellectual property rights. someof which have been
transferred to Forward PharmaAfS againstpotential paymentsof royalty etc.

Forward PharmaA/S

Forward Pharma is a Danishcompany founded in 2005 in Copenhagen.Denmark.with an active
NASDAQbasedADSprogram.The company is focused on the immunomodulaLorycompounddimethyl
fumarate for the treatment of immune diseases.

Operating review

Management's review

xordrc Biotech K/S
Annual report 2016EY
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Financial statements for the period 1 January - 31 December

lncome statement

Note DKK'OOO

Other external costs
4 Fair value adjustment of investments in subsidiary and

associates

Operating profit/loss
Financial expenses

Profit/loss for the year

20t6
-144

-1,098,668

-212

317,590

-1,098,812
-1

377,378
0

Recommended appropriation of profit/loss
Retained earnings

-1,098,813 377,378

-1,098,813 377,378
-1,098,813 377,378

8



1 Accounting policies
2 Material uncertainties regarding recognition andmeasurement
3 Eventsatter the balancesheet date
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EQUITYANDLIABILITIES
Equity

5 Limited partnership capital 38',240 381.240
Reservefor fair value adjustments 0 0
Retainedearnings 1.885,564 2,984,377
Total equity 2.266.804 3,365.617
Liabilities

6 Non-current liabilities
Payablesto related parties 350 146

350 146
Current liabilities
Other payables 133 190

133 190
Total liabilities 483 336
TOTAL EQUITYANDLIABILITIES 2,267.287 3,365,953

984,140 1.837.270
1.283,123 1,528.661

2.267.263 3.365.931

2.267.263 3.365.931

24 22

24 22

2.267.287 3.365,953

Total fixed assets

Non-fixed assets
Cash in bank

Total non-fixed assets

TOTALASSETS

4 Investments
Investments in subsidiary
Investments in associates

Fixed assets

Balance sheet

Financial statements for the period 1 January - 31 December

NordicBiotech K/S
Annualreport 2016E

20152016Note DKK'OOO
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Statement of changes in equity
Limited Reservefor

partnership fair value Retained
DKK'OOO capital adjustments earnings Total

Balanceat 1 January 2015 381,240 0 2,666.999 3.048.239
Profit/loss for the year 0 0 317.378 317.378

Balance lit 1 January 2016 381,240 0 2.984.3/ / 3,365,617
Profit/loss for the year 0 0 -1.098.813 -1,098,813

Balance at 31 December 2016 381,240 0 1.885,564 2,266,804

Financial statements for the period 1 January - 31 December

Nordic Biotech K/S
Annual report 2016EY
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I Ihe executive order 011 transrtional provisions basedin connection with application of certain provisions in [he
DanishFinancialStatements Act. asamendedby act no. 738 of 1 June 2015 regarding amendmentsto the Danish
FinancialStatementsAct and a numberof other acts.

Fair value adjustment of investments in subsidiary and associates

The item includesthe year's negative fair value adjustment of investments in subsidiaryand associates.

Other external costs

Other external costs include fees to the GeneralPartner (Nordic BiotechGeneralPartner ApS). audit
fees and other costs.

Foreign currency translation

On initial recognition, transactions denominated in foreign currencies are translated at the exchange
rates at the transaction date. Foreignexcnanqedifferences arismq between the exchangerates at the
uansactlon date andat the date of payment are recognised in the incomestatement asfinancial income
or tinancial expenses.

Receivablesand payablesandother monetary items denominated in foreign currencies are translated at
the exchanqe rates at the balancesheet date. The difference betweenthe exchangerates at the balance
sheet date and at the date at which the receivableor payable aroseor was recognisedin the latest
financial statements is recognisedin the income statement as financial incomeor financial expenses.

Reporting currency

The financial statements are presented in Danishkroner.

Income statement

1 Accounting policies

The annual report of NordicBiotech K/S for 2016 has beenprepared in accordancewith the provisions
applying to reporting classB enterprises under the DanishFinancialStatements Act.

Pursuant to Section110 of the DanishFinancialStatements Act. the Limited Partnershiphasnot
prepared consolidatedfinancial statements.

Effective 1 January 2016, the Companyhasadopted act no. 738 of 1 June 2015. Tilis implieschanges
in the recognition andmeasurement in the following area:

1. Fair value adjustment of investments

Re 1; Positive fair value adjustments on investmentsmust now be bookeddirectly on a separate reserve
on equity in accordancewith section 41 of the DanishFinancialStatements Act. Previously.positive fair
value adjustments on the investmentswere booked in the profit and loss in accordancewith section 38
of the DanishFinancialStatements Act.

Consequently.the changeismade in accordancewith section 1 of the executiveorder on transitional
provislonst.Tne fair value of the investments at 31 December2015 hasbeenusedasdeemedcostas of
1 January 2016. The Changedoesnot havean impact on the incomestatement or the balance sheet for
2016 or the comparative figures.

Apart from the abovenew and changedpresentation and disclosurerequirements, which fnllow from
act. no. 73B of 1 June 2015, the accounting policiesare consistentWith those of last year.

Notes to the financial statements

Financial statements for the period 1 January - 31 December

Nordic Biotech K/S
Annual report 2016EY
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3 Events after the balance sheet date

The value of the investment in Forward PharmaA/S at 31 December2016. DKK1.283.123 thousand, is
basedon the stock price of Nasdaqtraded ADSrepresenting shares in ForwardPharmaat 31 December
2016. Thestock price at 31 December2015 amounted to 15 USDper shareand the DKKlUSDrate
amounted to 7.05477.

In January 2017, ForwardPharmaAlS agreed to enter into a settlement and licenseagreementwith
Biogenwhich caused the stock price to increase in value. Thefair value of the investment at
28 February 2017 amounted to DKK2,328.723 thousand.

2 Material uncertainties regarding recognition andmeasurement

The Limited Partnership measuresthe investment in Aditech PharmaAG (investment in subsidiary)at
fair value, ct. the IPEVvaluation guidelines.

The fair value of the investment in Aditech PhannaAGis determined using commonlyappliedvaluation
techniques, including the discountedcash now (OCF)modelwhich discountsexpectedfuture cash flows
to present value. Expectedfuture cash flows are basedon a number of assumptionsregarding future
events tor which historical data is scarce.Suchassumptions include the likelihoodof successful
development of the prooocts. patent rights. expected revenueand rate of return. The determination of
the fair value is therefore subject to material uncertainty.

Payables

Payablesare measuredat net realisablevalue.

Cash in bank

Cashcomprisesbank balances.

Investments in subsidiary and associates

On initial recognition. investments in subsidiary and associatesare measuredat cost. Investments in
subsidiariy andassociatesare subsequentlymeasuredat tair value. Negativefair value adjustmentSfor
thH year are recognised in the incomestatement under "Fair value adjustment of investments in
subsidiaryand associates". positive fair value adjustments for the year are recognisedon aseparate
reserve on equity.

The fair value is basedon stock exchangequotation or principles corresponding to those recommended
by Invest Europe (currently the IPEVvaluation guidelines).

Tax

As the individual limited partners include their profit or lossfrom the Limited Partnership in their
respective incomestatements. the financial statements do not include taxes.

Balancesheet

Financial income and expenses

Financial incomeand expensesare recognisedin the income statement at the amounts that relate to the
financial reporting period. The items comprise interest incomeand expenses.

Accounting policies (continued)

Notes to the financial statements

Financial statements for the period 1 January - 31 December

NordicBiotechK/S
Annualreport2016EY
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6 Long-term liabilities

Of the long-term liabilities, DKK0 falls due for payment after more than 5 years after balancesheet
date.

Whenthe classA limited partners and the classB limited partners havereceivedtheir respectiveshares
of the total capital, including a return of 10%p.a. (hurdle rate), the excesscapital shall bedistributed
betweenthe classA limited partners on the one hand and the class B limited partners and the General
Partner. Nordic BiotechGeneralPartner ApS,on the other hand at the ratio of 80 to 20,
notwithstanding whether the pro rata of classA to classB capital or the sizeof the classA or classB
capital has changeddue to increasein the capital.

The GeneralPartner shall receive0.1%of the excesscapital. cf. the 80 to 20 distribution ratio between
the classA and class B limited partners describedabove.

381.240381.240

380,040
1,200

380.040
1,200

20152016DKK'OOO

5 Limited partnership capital

The Limited partnership capital consists of the following:

380,040.000 A-kommanditist sharesof DKK1.00 each
1,200.000 B-kommanditist sharesof DKK1.00 each

Investment in subsidiary comprisethe Limited Partnership's investment in Aditech Pharrna AG.

Notes to the financial statements

4 Investments
Investmem Investments

DKK'OOO in subsidiary in associates Total

Cost at 1 January 2016 14,077 147,511 161.588
Reclassification(Newdeemedcost) 1,823,193 1.381,150 3,204,343
Costat 31 December2016 1,837,270 1,528,661 3.365,931
Value ac!justmentsat 1January 2016 1,823,193 1,381,150 3,204,343
Reclassification(Newdeemedcost) -1.823,193 -1,381,150 -3,204,343
Exchangerate adjustment 31,355 40.882 72,237
Value ac!justmentsfor the year -884.485 -286.420 -1,170,905
Value ac!justmentsat 31 December2016 -853.130 -245,538 -1,098,668

Carrying amount at 31 December2016 984,140 1,283,123 2,267,263

Financial statements for the period 1 January - 31 December

Nordic Biotech K/S
Annual report 201 6
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