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Statement by the General Partner

The General Partner has today discussed and approved the annual report of Nordic Biotech Opportunity
Fund K/S for the financizal year 1 January - 31 December 2016.

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

It is our opinion that the financial statements give a true and fair view of the Limited Partnership's
linancial position at 37 December 2016 and of the results of the Limited Partnership's aperations for
the financial year 1 January - 31 December 2016,

Further, in our opinicn, the Management's review gives a fair review of the matters discussed in the
Management's review.

We recommend thal the annual report be approved at the annual general meeting.

Copenhagen, 24 March 2017
On behalf of the general partner, Nordic Biotech Gereral Partner ApS:

Florian Schonhartin g
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Independent auditor's report
To the Limited Partners and the Genera! Partner of Nordic Biotech Opportunity Fund K/S

Opinion

We have audited the financial statcments of Nordic Biotech Opportunity Fund 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 apinion, the financial statements give a true and fair view of the financial position of the Limited
Partnership at 31 December 2016 and of the results of the Limited Partnership’s operations far the
financial year 1 January - 31 December 2016 in accordance with the Danish Financial Statements Act.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs) and additional
requirements applicable in Denmark. Qur responsibilities under those standards and requirements are
further described in the "Auditor’'s responsibilities for the audit of the financial statements” seclion of
our report. We are independent of the Limited Partnership in accordance wilh the International tthics
Standards Board for Accountants' Code of Ethics [or Prafessional Accountants (IESBA 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.

Managemcent'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 cantrol as Management
determines is necessary to cnable the preparation of financial statements that are free from material
misstatement, whether due to fraud or errer,

In preparing the financial statements, Management is respansible for assessing the Limited
Partnership's ability to cantinue 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 Limited Partnership or to cease operations, or has no
realistic alternative but to do so.

Auditor's responsibilities for the audit of the financial slatements

Our objectives are Lo obtain reasanable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issuc 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 regquirements applicable in Denmark will always
detect a material misstatement when it exists. Misstatemenls can arise from fraud or error and are
considered material if, individually or in Lhe agyregate, 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 1S/s and additional requirements applicable in
Denmark, we exercise professional judgement and maintain professional 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. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations or the override of
internal control,
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Independent auditor's report

Opinion (continued)

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 Limited Partnership's internal contral.

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 ar conditions that may cast significant doubt an the Limited
Partnership's ability to continue as a going concern. If we conclude that a material uncertainty
exists, we are reguired 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. Qur conclusion is
based on the audit evidence obtained up to the date of our auditor's report. However, future events
or conditions may cause the Limited 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 3 manner that gives a true and fair view.

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

Statement on the Management'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 respansibility is to read the Management's
review and, in daing 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 our procedures, we conclude that 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.

Copenhagen, 24 March 2017

ERNST & YQUNG
Godkendt Revisionspartnerselskab
CVRno.307002 23

(i
Anders Flymer-Dindler

State Authorised
Public Accountant
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Management's review

Operating review

Principal activities

The Limited Partnership was cstablished on 37 January 2008 as a venture capital limited partnership
focusing exclusively on follow-on investments in portfolio companies of Nordic Biotech K/S,

AL 37 December 2016, the portfolio of the Limited Partnership included three investments nol yet
disposed of by the Limited Partnership. These are further described below.
Recognition and measurement uncertainties

The Limited Partnership measures all of its investments at fair value in accordance with the valuation
guidelines recommended by Invest Eurcpe (currently the IPEV valuation guidelines). The valuationsin
the annual report are subject to inherent uncertainty because they, among others, are based on
assumptions that are to a wide extent judgmental.

The Limited Partnership’s investment in Forward Pharma A/S has been valued based on the stock price
of publically traded ADS representing shares in Forward Pharma A/S.
Financial review

The income statement for 2016 shows a loss of DKK 214,538 thousand against a profit of DKK 16,131
thousand last year, and the balance sheet at 31 December 2016 shows equity of DKK 1,721,861
thousand.

The results for the year are significantly impacted by the negalive fair value adjustment of the Limited
Partnership’s investment in Forward Pharma A/S amounting to DKK 274 million.
Operations

Nordic Biotech General Partner ApS participates in the Limited Partnership as a general partner and
manages the Limited Partnership in this capacity. Further, the Limited Partnership has concluded an
advisory agreement with Nordic Biotech Advisers ApS pursuant to which Nordic Biotech Advisors ApS
allends o the daily operation of the Limited Partnership.

Investments

Rose Pharma A/S

Rose Fharma is or has been dedicated to developing certain indicaticns for ghrelin and GLP-1. The
Limited Partnership has written off its investment in Rose Pharma.

Osteologix Holdings PLC

Osteologix Holdings has been dedicated to developing drugs for treating diseases of bone and cartilage.
The company and its subsidiaries are in the process of having entered into solvent liquidation,

Forward Pharma A/S

Forward Pharma is a Danish company founded in 2005 in Copenhagen, Denmark, with an active
NASDAQ based ADS programme. The Limited Partnership is focused on the immunomodulatory
compound dimethyl fumarate for the treatment of immune diseases.
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Management's review

Operating review

Outlook

The Limited Partnership continues to hold one or more companies with up-side potential and the Limited
Partnership intends to continue its efforts to realise its remaining assets at optimal value.

Commercial and financial risks

The Limited Partnership is, among others, dependent on the continued services of Nordic Biotech
General Partner ApS and Nardic Biotech Advisors ApS and the developments in the US capital market.

Events after the balance sheet date

The value of the investment in Forward Pharma A/S at 37 December 2016, DKK 1,120,545 thousand, is
based on the stock price of Nasdaq traded ADS representing shares in Forward Pharma at 31 December
2016. The share price of Forward Pharma has increased significantly in the first two months of 2017,
Reference is made to note 2 for information on the fair value at 28 February 2017,
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Financial statements for the period 1 January - 31 December

Income statement

Note DKK'00Q 2016 2015
Other external costs =107 -106

3 Fair value adjustment of investment in associates -214,426 16,238
Operating profit/loss -214,533 16,132
Financial expenses .5 1
Profit/loss for the year -214,538 16,131

Recommended appropriation of profit/loss
Retained earnings -274,538 16,131

-214,538 16,131
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Financial statements for the period 1 January - 31 December

Balance sheet

Nete DKK'OCO 2018 20158

ASSETS
Fixed assets
3 Investments

Investments in asscciates 1,120,545 1,334,971
1,120,545 1,334,971

Total fixed assets 1.1 ZO,bg 1,334,871

Non-fixed assets

Cash in bank 1,397 1,538

Total non-fixed assets 1,397 1,638

TOTAL ASSETS 1,121,942 1,336,509

EQUITY AND LIABILITIES

Equity

4 Limited partnership capital 102,680 102,680
Reserve for fair value adjustments 0 0
Retained earnings 1.019,181 ’1,233,7'151
Total equity 1.121.861 1,336,399
Liabilities
Current liabilitics
Other payables 81 110

~ 81 110

Total liabilities 81 110
TOTAL EQUITY AND LIABILITIES 1,121,942 1,336,509

o |

Aceounting policies
2 Events after the balance sheet date
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Financial statements for the period 1 January - 37 December

Statement of changes in equity

Limited Reserve for
Partnership fair valug Retained
DKK' D00 capital adjustments egmings Tatal
Balance at 1 January 2015 102,680 0 1,217,588 1,320,268
Profit/loss for the year 0 0 16,131 16,131
Balance at 1 January 2016 102,680 0 1.233,719 1,336,399
Profit/loss for the year 0 0 -214,538 -214,538
Balance al 31 December 2016 102,680 0 1.019.181 1.121.861
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Financial statements for the period 1 January - 31 December

Notes to the financial statements

Accounting policies

The annual report of Nordic Biotech Oppaortunity Fund K/S for 2016 has been prepared in accordance
with the provisions applying to reperting class B enterprises under the Danish Financial Statements Act,

Effective 7 January 2016, Lhe Company has adopted act no. 738 of 1 June 2015. This implies changes
in the recognition and measurement in the following area:

1. Fair value adjustment of investments

Re 1: Positive fair value adjustments on investments must now be booked directly on a separate reserve
on equity in accordance with section 471 of the Danish Financial Statements Act. Previously, positive fair
value adjustments on the investments were booked in the profit and loss in accordance with section 38
of the Danish Financial Statements Act.

Consequently, the change is made in accordance with section 1 of the executive order on transitional
provisions' The fair value of the investments at 31 December 2015 has been used as deemed cost at

1 January 2016. The change does not have an impacl on the income statement or the balance sheet for
2016 or the comparative ligures.

Apart from the above new and changed presentation and disclosure requirements, which follow from
act. no. 738 of 1 June 2015, the accounting policies arc consistent with those of last year.
Reporting currency

The financial statements are presented in Danish kroner.

Foreign currency translation

On initial recognition, transactions denominated in foreign currencies are translated at the exchange
rates at the transaction date. Foreign exchange differences arising between lhe exchange rates at the
transaction date and at the date of payment are recognised in the income statement as financial income
or financial expenses.

Receivables and payables and other monetary items denominated in foreign currencies are translated at
the exchange rates at the balance sheet date. The difference between the exchange rales at the balance
sheet date and at the date at which the reccivable or payable arose or was recognised in the latest
financial statements is recognised in the income statement as linancial income or financial expenses.

Income statement

Other external expenses

Other external expenses include fees to the General Partner (Nordic Biotech General Partner ApS), audit
fees and other costs,

Fair value adjustment of investment in associates

The item includes the year's negative fair value adjustment of investments in associates.

Financial incorme and expenses

Financial income and expenses are recagnised in the income statement at the amounts that relate to the
financial reparting period. The items comprise interest income and expenses,

! The executive order on Lransitiona) provisions based in connection with application of certain provisions in the
Danish Financial Statements Act, as amended by 2ct no, 738 of 1 Junc 2075 regarding amendments to the Danish
Financial Statements Act and @ number of other acts,

11
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Financial statements for the period 1 January - 31 December

Notes to the financial statements
Accounting policies (continued)

Tax

As the individual limited partners include their profit or loss from e Limited Partnership in their
respective income statements, the financial statements do not include taxes.

Balance sheet

Investments in associates

On initial recognition, investments in associates are measured at cost. Investments in associates are
subsequently measured al fair value. Negative fair value adjustments for the year are recognised in the
income statement under “Fair value adjustment of investment in associates”, positive fair value
adjustments for the year are recognised on a separate reserve on equity.

Cash in bank

Cash comprises bank balances.

Other payables

QOther payables are measured at net realisable valuc.

Cvents after the balance sheet date

The value of the investment in Forward Pharma A/S at 31 December 2016, DKK 1,120,545 thousand, is
based on the stock price of Nasdaq traded ADS representing shares in Forward Pharma at 31 December
2016, The stock price at 31 December 2076 amounted to 15 USD per share and the DKK/USD rate
amounted to 7.05477.

In January 2017, Forward Pharma A/S agreed to enter into a settlement and license agreement with
Biogen which caused the stock price to increase in value. The fair value of the investment at 28
February 20717 amounted ta DKK 2,033,661 thousand.

Investments
Investments in
DKK'0OCD associates
Cost at 1 January 2016 101,534
Reclassification (New deemed cost) 1,233,437
Cost at 31 December 2016 1.334.971
Value adjustments at 1 January 2016 1,233,437
Reclassification (New deemed cosl) -1,233,437
Exchange rate adjustment 35,702
Value adjustments for the year -250,128
Value adjustments at 31 Decemnber 2016 214,426
Carrying amount at 31 December 2016 1,120,545

12
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Financial statements for the period 1 January - 31 December

Notes to the financial statements

DRK'0O0 2016 2015

4 | imited partnership capital
The Limited Partnership capital consists of the foliowing:

101,652,720 A-kommanditist shares of DKK 1.00 each 101,853 101,653
1,026,795 B-kommanditist shares of DKK 1.00 ecach 1.027 1,027
102,680 102,680

13
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