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ANNUAL GENERAL MEETING
AND OTHER INFORMATION
The Annual General Meeting of Karo Pharma (publ) will be held on
Thursday May 12, 2016 at 4:00 p.m. at Hotel Diplomat, Strandvägen 7a
in Stockholm, Sweden. The notice to attend the Annual General Meeting is available through Karo Pharmas’s www.karopharma.se/stamma.

RIGHT TO ATTEND

Entitled to attend the Annual General Meeting are those who are
both registered shareholders in the share register held by Euroclear
Sweden AB at the record date Friday May 6, 2016 and have notified
the company of their intention to attend the general meeting no
later than on May 6, 2016.
Notification to attend the meeting shall be submitted in writing
including name, personal identification number or corporate identity
number, address, email address and phone number, to the address
Karo Pharma AB, att: Henrik Palm, Nybrokajen 7, S-111 48 Stockholm,
Sweden, or via e-mail to henrik.palm@karopharma.se. Shareholders
whose shares are nominee registered must, in order to be entitled to
participate in the meeting, temporarily register their shares in their
own name. Such registration must be completed no later than Friday
6, 2016, which means that shareholders must notify their nominee
well in advance of this date.

OTHER INFORMATION
UPCOMING FINANCIAL REPORTS
Interim report January–March		
Interim report January–June		
Interim report January–September
2016 Year-end report		

May 12, 2016
July 15, 2016
October 27, 2016
February 16, 2017

Financial reports, press releases, notification to extra general
meeting and other information are available on Karo Pharma’s website
www.karopharma.com from time of publication. Karo Pharmas’s
financial reports and press releases can be subscribed to and downloaded from the website. Karo Pharma employs electronic distribution
as the main distribution channel for financial reports. The annual
report is mailed to shareholders and other stakeholders who have
specifically requested this. Printouts of interim reports are mailed
upon request.
For further information, please contact Henrik Palm, CFO, phone
+46 (0)8-608 60 76, or e-mail: contact@karopharma.se.

Karo Pharma is a healthcare company that develops and markets
products to pharmacies, grocery stores and directly to healthcare.
The share is listed on Nasdaq Stockholm.
➤ KARO BIO IS CHANGING ITS NAME TO KARO PHARMA (PUBL) IN 2016 TO GIVE THE GROUP A NAME THAT BETTER REFLECTS THE
COMBINATION OF THE OPERATION’S PROJECTS AND SALE OF PRODUCTS IN THE MARKET. THE NAME CHANGE WAS APPROVED BY
AN EXTRAORDINARY GENERAL MEETING ON MARS 16, 2016.

THE YEAR IN BRIEF
• IN FEBRUARY Anders Lönner was appointed Exe
cutive Chairman and Maria Sjöberg CEO.
• IN APRIL the company acquired a product near to
market against common cold for MSEK 20.
• IN JUNE two new share issues were completed raising
a total of MSEK 250 before transaction costs.
• IN SEPTEMBER Apropharm AS and DnE Sweden
AB were acquired for MSEK 100. The companies are
selling healthcare products to pharmacies and their
annual turnover is approximately MSEK 50.
• IN OCTOBER Swereco Group was acquired for MSEK
250. The group markets medical products to pharmacies and medical care and had in 2014 a turnover of
approximately MSEK 150.

• IN OCTOBER 90 % of MedCore AB was acquired for
MSEK 18. MedCore markets licensed medtech products to pharmacies and hospitals in the Nordic
region with an annual turnover of approximately
MSEK 50.
• IN DECEMBER the rights to Allevo was acquired for
approximately MSEK 60. Allevo is a well-established
product line for weight management with an annual
turnover of approximately MSEK 60.
•N
 ET SALES amounted to MSEK 69.1 (30.1).
•L
 OSS BEFORE TAX amounted to MSEK -78.4 (-59.3).
•L
 IQUID ASSETS amounted to MSEK 76.4 (51.6)

Financial data
MSEK
Net sales
Selling expenses
Operating expenses
– of which R&D expenses
Period loss
Earnings per share (SEK)
Cash flow from operating activities
Cash and cash equivalents at the period end

2015
69.1
–40.5
–103.5
–35.0
–78.2
–1.57
–52.2
76.5

2014
30.1
–
–89.5
–68.6
–59.3
–0.09
–46.3
51.6

2013
47.0
–
–69.3
–52.5
–22.1
–0.04
–33.4
22.8

2012
33.2
–
–132.9
–107.9
–98.3
–0.21
–127.8
54.1

2011
–
–
–231.2
–189.3
–226.6
–0.49
–198.3
158.5
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BUSINESS IDEA
The company’s business idea is to add additional
projects and products through acquisition of companies and product rights. A further development of the
acquired companies by reducing costs and creating
synergies between them, will be important to achieve
financial success.
FINANCIAL TARGETS
Karo Pharma's aims to create a profitable company
with increased shareholder value.
STRATEGY
The company's operations, in addition to the existing
three drug development projects, will be broadened
through the acquisition of:
• innovative projects with low development risk and
short time to market as well as;
•established businesses with products and stable
earnings potential
The company shall have an increased commercial
focus and explicit risk management by:
• Risks should be shared with others
• Efficient organization with high competence
• Aim for growth, both organically and through
acquisitions and alliances
• The Nordic market is a priority
4
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BUSINESS MODEL
Karo Pharma's business model includes drug development, product development and marketing of products.
New products will be added to the company primarily through acquiring companies with products
and product rights that are to be sold through its own
channels and/or through distributors and partners.
Karo Pharma’s business model within drug development is to enter into licensing agreements. To enable
this, the company must be able to show convincing
preclinical data that our drug compounds address
unmet medical needs while having a clear commercial
potential.
Types of revenue in a potential out-license agreement for a project in preclinical or early clinical phase:
• Upfront payment
• Milestone payments - fixed payments when certain
milestones in the development of the project is
achieved
• Royalties - percentage compensation based on sales
once the product reaches the market

CHAIRMAN'S
STATEMENT
Year 2015 was busy for Karo Pharma. The company's
strategy was supplemented from being a preclinical
research company to a company with product development and marketing of products. Projects with low
development risk and short time to market have been
acquired. As a part of the new strategy and to better reflect our business, we change our name to Karo Pharma.
Karo Pharma is an exciting turnaround company with
innovative projects and good preconditions for a positive
cash flow. Karo Pharma’s lower costs and products on the
market combines into a unique blend for the future.
In 2015, Karo Pharma acquired several companies with
established brands in their portfolios, including over-thecounter medicines, healthcare products and medical devices. It is important to note that the research operations
are increasingly virtual, which means that Karo Pharma
operates more near-market projects through outsourcing. This reduces costs significantly.
From January 2015, Pfizer runs according to plan the
continued development of RORgamma, which means
that the project has taken yet another step forward. Karo
Pharma may receive more than 200 million dollars when
Pfizer reaches certain development and sales milestones
in the project. In addition, Karo Pharma is entitled to
royalties on sales of future drugs. Regarding Karo Pharma’s development of drugs, we must, in order to enter
into licensing agreements, be able to show convincing
preclinical data for our drug development projects that
address unmet medical needs and simultaneously show a
clear commercial potential. Our selected drug candidates
within the cancer and multiple sclerosis projects address
important medical needs. The aim for our cancer and
multiple sclerosis projects is to find partners for further
development. The hope was to get an agreement last year.
Our CEO Maria Sjöberg, now devotes full time to this task.

Anders Lönner, Executive Chairman of the Board.

Karo Pharma aims to add additional projects through
acquiring companies and product rights. A continued
development of the acquired companies, and to create
synergies between them, is another factor for economic
success. In Sweden, there is a large number of interesting
development projects where Karo Pharma can create
value through its international network and experience
of running development projects.
This aggressive strategy may result in some financial commitments, but is expected to ultimately lead
to increased shareholder value. In order to strengthen
the company's financial and operational capacity, the
Board of Directors of Karo Pharma decided to implement
a rights issue. Karo Pharma is an interesting alternative for shareholders who want to invest in healthcare.
Strengthened finances allow us to act in the long term
and improve our position in the ongoing commercial
discussions.
Stockholm, April 2016
Anders Lönner, Executive Chairman of the Board
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HEALTHCARE
PRODUCTS
MARKET
The market for health care products sold through
pharmacies and directly to health care is large and
consists of a wide range of products. It contains,
among other things, non-prescription and prescription
drugs, technical medical devices and instruments,
consumables, diagnostics and instruments. In addition
to categorization by product, therapeutic areas such as
diabetes, cardiovascular and infection are also used to
categorize products. This means that there is a number
of different submarkets of different size, competitive
level and undergoing different trends.
Pharmacies

Most European countries have regulations for retail
trade in pharmaceuticals. The rules apply primarily to
who gets to own and operate pharmacies. More liberal
regulations may limit requirements to requiring that
responsible personnel have pharmaceutical education and that sale of prescription drugs are allowed in
other retail trade. In Scandinavia, pharmacy chains,
dominates the market. Purchasing usually undergoes
well-structured processes.
Healthcare

Healthcare operations in the Nordic countries are conducted both by the public and the private sector, both
mainly tax funded. Purchasing are also here conduct6
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ed in well-structured processes and often regulated by
law, such as the Public Procurement Act in Sweden.
Trends

Prescription drugs account for a majority of the pharmaceutical market, but the market for non-prescription drugs displays stronger growth and is expected
to account for 13 per cent of the total market in 2018.
Several factors are driving the growth of the pharmaceutical market. The Nordic countries have an aging
population, which puts pressure on health services
and increases the demand for drugs and medical aids.
Changes in lifestyle increases widespread diseases,
which increases the demand for drugs targeting for
example cardiovascular disease, diabetes and cancer.
The current technology development also means that
more patients can be diagnosed which is driving the
development of new products and pharmaceuticals.
There is also an increased health trend, where more
and more people make informed choices regarding diet
and health. More people are choosing over-the-counter
options for treatment and prevention, instead of prescription drugs. In recent years it has also been a shift
from medicines to other personal care products.
Average consumption of personal care products per
person in the Nordic region in 2014 was 327 SEK in
Denmark, 473 SEK in Sweden, 744 SEK in Finland and
957 SEK in Norway.

Compression socks are not only
used in health care but also increasingly popular in sports.

OPERATIONS
Karo Pharma markets and sells healthcare products to
pharmacies and health care, predominantly in Sweden and the other Nordic countries. In 2015, several
businesses and brands were acquired expanding the
product portfolio to an annual revenue of over SEK
300 million. The company will have two main focuses
in healthcare; Retail and Hospital Supply. The focus in
the two fields is to offer products that can help people
improve their health and simplify their everyday life.
Retail covers over-the-counter drugs and personal care
products that are sold directly to consumers through
pharmacies and retailers. Hospital Supply includes
products sold to the public health sector and pharmacies.
In 2015, Karo Pharma acquired several companies
with well-established brands in their product portfolios. The spread now covers over-the-counter drugs,
medical license products, medical devices and products in weight management.
The acquisition of Apropharm was the first major
step to establish Karo Pharma in the retail segment.
The company has a turnover of approximately SEK 50
million, mostly in Norway and Sweden, with a product
portfolio which includes the throat relief tablet Triolif.
This was followed by the acquisition of Swereco with
a turnover of approximately SEK 150 million, which
resulted in a significantly greater activity in the phar-

macy area for Karo Pharma. Along with Swereco came,
among other brands, Mabs (compression stockings)
and Dosett (medicine storage and dose dispensing).
The products are CE marked demonstrating that they
meet the standard for a Medical Devices CE marking 1.
A further step was taken in December when Karo
Pharma acquired the brand Allevo with a product
range in weight control. The products are well established in the Nordic markets, with annual sales exceeding SEK 60 million.
The acquisition of MedCore was the basis of Karo
Pharma's sales in Hospital Supply. The company started in 2000 and currently represents approximately 25
companies with innovative products in anesthesia/
critical care, diabetes, and surgery. The portfolio is focused on technical medical devices that provide something new to the healthcare industry in technology,
safety and cost effectiveness. The turnover amounts to
approximately SEK 50 million on an annual basis.
Sales in the two product areas is handled by a smaller market organization and most products are also
available for sale over the Internet. Karo Pharma intends to add more products to its portfolio and expects
that sales and marketing can remain being handled
with a smaller organization.

Karo Pharma Annual Report 2015 |
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RESEARCH AND
DEVELOPMENT
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RORGAMMA
In 2010, Karo Pharma initiated the project RORgamma,
based on research showing that the nuclear receptor
RORgamma may play a decisive role in the development
of autoimmune diseases. In December 2011, Karo Pharma
concluded a licensing agreement and research collaboration with Pfizer regarding RORgamma to discover and
develop new compounds for the treatment of autoimmune diseases. Since year-end 2014/2015, Pfizer conducts
the development work in-house. Karo Pharma is entitled
to milestone payments when the project reaches various
milestones, for a total value in excess of 200 million dollars as well as royalties on sales, while Pfizer has all other
rights to all products resulting from the project.
ERBETA
The estrogen receptor (ER) is activated by the hormone
estrogen and regulates a number of functions in the body.
Estrogen has a number of positive effects, but its medical
use has been limited due to increased risk of breast and
uterus cancer as well as blood clots.
These risks are mainly linked to the ERalpha receptor
subtype, while ERbeta, which Karo Pharma helped to
discover in the 1990s, appears to mediate the beneficial
effects of estrogen.
Multiple sclerosis (MS) - Potential to halt the disease
Since 2011, multiple sclerosis is Karo Pharma’s main focus
in the CNS area. The reason for focusing on MS is that
ERbeta agonists in preclinical models have demonstrated
high efficacy in the repair processes and reconstruction of the myelin sheaths that surround and insulate
nerves and are necessary for efficient conduction of

nerve impulses. If treatment with ERbeta agonists proves
capable of repairing damaged myelin in patients this will
represent a significant breakthrough in the care of MS
patients, where damaged myelin leads to symptoms of
the illness and disability. ERbeta agonists seem to offer a
new way to halt or even reverse disease progression and
treat the progressive forms of MS. They may also have
beneficial effects on non-core symptoms of MS such as
improvement in cognition and sleep disturbances and
also positive effects on mood. Proof-of-concept have been
demonstrated in an animal model of MS.
Cancer – A new possibility to treat multiple types of cancer
Our most advanced compound within the ERbeta program is KB9520, which is in preclinical development.
The compound have shown good efficacy in different
forms of cancer. In these disease models, the treatment
has demonstrated to significantly reduce tumor size due
to the substance’s anti-proliferative and pro-apoptotic
effects. Karo Pharma’s development strategy is to initially
focus on rare forms of cancer with the later possibility to
expand to other cancer forms.
COLD
In 2015, Karo Pharma acquired a market close product
that relieves and prevents common cold progress by
strengthening the body's own defenses to fight the cold
virus. The product is based on research at Sweden’s Umeå
University and utilizes the enzyme glucose oxidase in
combination with glucose to prevent rhinovirus infections, and other viral and bacterial pathogens.
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THE SHARE
AND OWNERS
In October, Swereco Group was acquired, and the purchase price
was paid in shares. In total, 2,551,218 shares were issued to the
shareholders of Swereco Group, whereby the total number of shares
increased to 49,544,121. In November, 90 per cent of MedCore AB
was acquired, with the purchase price paid in shares. In total, 381,634
shares were issued to the shareholders of MedCore AB, whereby the
total amount of shares increased to 49,925,755 shares.

NOTERING

Karo Pharma´s share is listed on NASDAQ Stockholm since 1998.
SHARE DEVELOPMENT AND TRADING

In 2015, Karo Pharma´s share price increased by 155 per cent from
13.30 SEK to 33.90 SEK. During the same period OMX Stockholm
Pharmaceuticals & Biotechnology increased by 5.8 per cent. In total,
turnover amounted to 80 million shares, implying that total share
capital traded 1.6 times. Karo Pharma estimates that trading in shares
on other markets is negligible.

SHARES AND SHARE CAPITAL

At December 31, 2015, Karo Pharma´s share capital amounted to
19,970 kSEK, an increase with 6,445 kSEK from the previous year. The
number of shares decreased during 2015 to 676,263 from 49,925,755,
mainly due to the consolidation of shares. The share has a par value
of 0.40 SEK.
The average number of shares in 2015 was 41,891,824.

SHAREHOLDERS

The numbers of shareholders was 12,141 at the beginning of the year
and 16,146 at the end of 2015. A list of the larger shareholders can be
found on the opposite page. At year-end, the ten largest shareholders
held 29.6 (31.2) per cent of the total numbers of shares. Foreign owners held 12 (15) per cent of the share capital. Shareholders with 500
shares or less accounted for 2.9 (3.3) per cent of shares.

DIVIDEND POLICY

The Board of Directors does not intend to propose any dividends until
the company generates healthy profits and cash flows. Karo Pharma
has not paid dividends since it was founded in 1987.

RIGHTS ISSUE AND CONSOLIDATION

Karo Pharma completed two rights issues to existing shareholders of
250 MSEK before transaction costs. In the rights issues, 249,914,516
shares were issued at a price of 1.00 SEK.
In August, a consolidation of shares 1:20 was carried out, where
20 shares were consolidated into 1. The consolidation, decreased the
number of shares from 939,850,060 to 46,992,903. The ISIN code,
was changed to SE007464888.

COMMUNICATION WITH FINANCIAL MARKETS

Karo Pharma strives for an open dialogue with current and potential
shareholders and to provide the outside world a good insight into and
understanding of the business. In each interim report, we describe
the current status of all pipeline projects and operations in general. In
2015, Karo Pharma also arranged open conference calls in connection
with all interim reports. Recorded versions of those calls are available
on the website.

PRICE
SHARE
PRICE PERFORMANCE
DEVELOPMENT
Karo Bio

Traded number of shares
in 1000s per month
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THE LARGEST SHAREHOLDERS ON FEBRUARY 29, 2016

OWNERSHIP STRUCTURE FEBRUARY 29, 2016

Owner

Number
of shares

Holding in % of
capital and votes

The insurance company, Avanza Pension

4 813 608

9.64

Lönner, Anders

2 412 596

4.83

JP Morgan Bank Luxembourg

2 267 185

4.54

501 – 1 000

Nordnet Pensionsförsäkring AB

1 753 786

3.51

1 001 – 2 000

Nomic AB

1 332 592

2.67

2 001 – 5 000

1 441

Holding, number
of shares

Number of
shareholders

Number
of shares

Holding as a
% of share

1 – 250

7 308

618 022

1.24%

251 – 500

2 222

848 153

1.70%

2 107

1 652 109

3.31%

1 688

2 560 570

5.13%

4 731 924

9.48%

Robur Försäkring

884 681

1.77

5 001 – 10 000

682

5 033 374

10.08%

Capman Life Science IV Fund LP

444 516

0.89

10 001 – 20 000

354

5 038 670

10.09%

351 143

0.70

20 001 – 50 000

221

6 949 664

13.92%

Handelsbanken Liv

333 882

0.67

50 001 – 100 000

54

3 674 860

7.36%

Protem Wessman AB

322 223

0.65

100 001 – 250 000

26

3 902 197

7.82%

14 916 212

29.88

250 001 –

10

14 916 212

29.88%

16 113

49 925 755

100.00%

Skandia, Försäkrings

Total 10 largest shareholders
Total other shareholders

35 009 543

70.12

Total 2016-02-29

49 925 755

100.00

Summa 2016-02-29

SHARE CAPITAL DEVELOPMENT
YEAR

Transaction

Increase in
no. of shares

Accumulated
no. of shares

Total share
capital (SEK)

Issue amount
(SEK)1)
-

-

3 943 586

39 435 860

1998

Stock split 2: 1

3 943 586

7 887 172

39 435 860

-

1998

New issue - IPO

1 050 000

8 937 172

44 685 860

96 600 000

1998

New issue - IPO

240 000

9 177 172

45 885 860

22 080 000

2000

New issue in kind

2 206 198

11 383 370

56 916 850

699 759 830

2000

New issue – private placement

600 000

11 983 370

59 916 850

196 868 448

2000

Exercise of stock options

15 731

11 999 101

59 995 505

78 655

2001

Exercise of stock options

26 970

12 026 071

60 130 355

134 850

2002

Exercise of stock options

26 586

12 052 657

60 263 285

132 930

2003

Rights issue

4 821 850

16 874 507

84 372 535

118 578 253

2003

Exercise of stock options

3 547

16 878 054

84 390 270

17 735

2004

Exercise of stock options

12 011

16 890 065

84 450 325

60 055

2004

Rights issue

11 260 043

28 150 108

140 750 540

90 737 898

2004

Rights issue

2 815 010

30 965 118

154 825 590

22 684 468

2005

Reduction of share capital

Capital structure January 1, 1998

0

30 965 118

61 930 236

-

46 447 677

77 412 795

154 825 590

263 413 134

0

77 412 795

38 706 398

-

38 706 397

116 119 192

58 059 596

387 160 784

2005

Rights issue

2006

Reduction of share capital

2007

Rights issue

2009

Rights issue

38 706 397

154 825 589

77 412 794

150 241 238

2010

Rights issue

232 238 383

387 063 972

193 531 986

290 926 058

2012

Reduction of share capital

2012

Rights issue

2014

Rights issue

2014

New issue

2015

Rights issue

2015

Rights issue

2015

New issue

2015

Reverse stock split

2015
2015

0

387 063 972

7 741 279

-

108 883 397

495 947 369

9 918 838

28 249 177

165 315 789

661 263 158

13 225 263

69 300 606

15 000 000

676 263 158

13 525 114

7 050 000

13 480 392

689 743 550

13 794 719

-

249 914 510

939 658 060

18 792 954

249 914 516

200 000

939 858 060

18 796 954

4 000

-892 865 157

46 992 903

18 796 954

-

Rights issue

2 551 218

49 544 121

19 817 430

-

Rights issue

381 634

49 925 755

19 970 082

-
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FIVE-YEAR OVERVIEW
Group
(Amounts in MSEK unless otherwise stated)

2011

2012

2013

2014

Net sales

0.0

33.2

47.0

30.1

69.1

Cost of sales

0.0

0.0

0.0

0.0

-40.5
-26.7

2015

Income statement

0.0

0.0

0.0

0.0

Administrative expenses

-40.8

-25.1

-20.4

-21.0

-27.2

R&D expenses

-189.3

-107.9

-52.5

-68.6

-35.0

-231.1

-99.8

-22.3

-59.4

-74.9

-226.6

-98.3

-22.1

-59.2

-78.2

Selling expenses

Operating profit
Profit after tax
Balance sheet
Total fixed assets

5.6

3.7

4.5

4.1

481.3

Other current assets

7.4

19.9

13.0

4.9

84.7

Liquid assets

158.5

54.1

22.8

51.6

76.5

Total current assets

165.9

74.0

35.8

56.5

161.2

Total assets

171.5

77.7

40.3

60.6

642.5

Equity

364.6

115.9

45.9

23.8

40.9

Long-term liabilities

0.0

0.0

0.0

0.0

56.3

Short-term liabilities

55.6

31.8

16.5

19.7

221.6

Total equity and liabilities

171.5

77.7

40.3

60.6

642.5

Cash flow from operating activities

-198.3

-127.8

-33.4

-46.3

-52.2

Cash flow from investing activities

-49.5

88.2

23.9

-1.5

-220.8

Cash flow from financing activities

-33.9

23.9

4.3

76.6

297.9

Cash flow for the year

-281.7

-15.7

-5.2

28.8

24.9

-202.6

-128.0

-35.6

-47.8

-52.5

67.6

59.1

59.1

67.5

56.7

68

51

40

39

72

Cash flow

Operating cash flow
Key figures
Equity, %
Average number of employees

12
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Group
2011

2012

– Average number of shares

-9.04

-3.92

– Number of shares at year end

-9.04

-3.92

– Average number of shares

-8.08

-5.11

– Number of shares at year end

-8.08

-5.11

4.62

2013

2014

2015

-0.70

-1.67

-1.58

-0.69

-1.60

-1.57

-1.12

-1.35

-1.06

-1.12

-1.29

-1.05

1.83

0.75

1.11

7.30

22.83

5.44

11.35

11.16

33.90

Average number of shares

25 062

25 062

31 772

35 472

41 892

Average number of shares including warrants

25 078

25 062

31 772

35 472

41 892

Number of shares at year end

25 062

25 062

31 886

36 975

49 926

Number of shares at year end including warrants

25 062

25 062

31 886

36 975

49 926

Data per share
Earnings per share (SEK):

Operating cash flow per share (SEK):

Equity per share, year end
Share price at year end
Number of shares (millions)

The number of shares for 2011-2014 have been adjusted for the bonus element in the rights
issue according to IAS 33 Earnings per share and adjusted for the reverse stock split.

DEFINITIONS
NUMBER OF SHARES AT YEAR-END

Weighted-average number of shares outstanding during the year.
NUMBER OF SHARES AT YEAR-END, INCLUDING
WARRANTS

Number of shares, including warrants, outstanding during the year.
EQUITY PER SHARE

Equity per share during the year.
AVERAGE NUMBER OF SHARES

Weighted-average number of shares outstanding during the year

AVERAGE NUMBER OF SHARES, INCLUDING WARRANTS

OPERATING CASH FLOW PER SHARE

Weighted-average number of shares, including warrants, outstanding during the year.

Cash flow from operating activities and cash
flow from investments in equipment and
licenses per share.

LIQUID ASSETS

EARNINGS/LOSS PER SHARE

Cash and bank balances and short-term
investments with a maturity of less than 90
days.

Earnings/loss in relation to the number of
shares.
EQUITY

OPERATING CASH FLOW

Cash flow from operating activities and cash
flow from investments in machines, equipment and licenses.

Equity as a percentage of total assets.
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ADMINISTRATION REPORT
The Board of Directors and the CEO of Karo Bio AB (publ), registration
number 556309-3359 and domiciled in Huddinge, Sweden, hereby
presents its annual report regarding the operations of the Group and
the Parent Company for the fiscal year beginning January 1 and ending December 31, 2015. In 2016, the Group and the Parent Company
changed its name to Karo Pharma AB, which is why this name is used
in the administration report.
OPERATIONS
Karo Pharma is a healthcare company with a growing portfolio Health
Care products for healthcare and pharmacy, and a research and development unit.
In Healthcare, the company has two main focuses - Retail and Hospital Supply. The focus of the two business areas is to offer products
that can help people improve their health and simplify their everyday
life. Retail includes non-prescription medicines and personal care
products that are sold directly to consumers through pharmacies and
retail stores. Hospital Supply includes products that are sold to public
health care and pharmacies.
The products are sold in the Nordic countries, with exports to another ten countries. The Health Care portfolio is being built up, which
is mainly achieved through acquisitions. In 2015, the company made
five acquisitions of companies and products rights, of which several contained several products. Karo Pharma intends to continue to
acquire companies and product rights with the goal of adding at least
two new business projects per year.
In the research and development unit, there are four development
projects: a cold product in late stage clinical development, and pharmaceutical projects in the preclinical phase, one of which is licensed
by Pfizer.
Karo Pharma was founded in 1987 and has been listed on NASDAQ
Stockholm since 1998.
Healthcare – Significant events during 2015 and current status
The company markets and sells Health Care products primarily in
Sweden and the other Nordic countries. In 2015, several companies
and brands were acquired, resulting in Karo Pharma´s product portfolio growing to annual revenues of over 300 MSEK.
In August, an important step to establish the retail segment was
taken through the acquisition of Norwegian Apropharm AS and Swedish DnE Sverige AB, for approximately 100 MSEK. The companies have
a combined turnover of approximately 50 MSEK annually. The product
portfolio consists mainly of pharmaceutical products in Norway and
Sweden. In December 2015, a newly registered non-prescription drug
for sore throat was launched, Triolif.
In October, Swereco Group AB was acquired for approximately 250
MSEK. The company has a turnover of approximately 150 MSEK, main-

ly to pharmacies, resulting in a substantial expansion of Karo Pharma’s
operations in this area. With Swereco, came among other brands
Mabs (compression stockings) and Dosett (medicine containers). The
products are CE marked, demonstrating that they meet the standard
for Medical Devices class 1. In December, another step was taken when
the brand Allevo, with a product range in eight control, was acquired
from Cederroth. The products are well established in the Nordic countries, with annual sales exceeding 60 MSEK.
In October, the foundation for the operation within Hospital Supply
was laid with the acquisition of MedCore of 18 MSEK, most of which
was paid in shares. The company was founded in 2000 and currently
represents approximately 25 companies with innovative products
in anesthesia/ critical care, diabetes, and surgery. The portfolio is
focused on medical devices that provide care something new in
technology, safety and cost effectiveness. The revenue amount to
approximately 50 MSEK on an annual basis.
Sales in the two products areas are handled by a smaller market organization. Most products are also available for sale over the internet,
via web shops. Karo Pharma intends to add further products into its
portfolio, and anticipates that sales and marketing also in the future
can be done with a smaller organization.
Research and development
– Current status and significant events 2015
Significant events during 2015 and current status for each of Karo
Pharma´s projects are described briefly below. Karo Pharma´s
research and development is conducted mainly through a virtual
organization.
RORgamma
Recent research reveals that the nuclear receptor RORgamma may
play a critical role in the development of autoimmune diseases, such
as rheumatoid arthritis and psoriasis. In 2010, Karo Pharma initiated a
research program within RORgamma, based on research that shows
that this nuclear receptor may play a decisive role in the development
of autoimmune diseases. In December 2011, Karo Bio entered a research collaboration and licensing agreement with Pfizer for RORgamma to discover and develop new compounds for the treatment of
autoimmune diseases. Since the turn of 2014/2015, Pfizer conducts
development work in-house. Karo Pharma is entitled to milestone payments when the project reaches various milestones, for a total value
excess of 200 MSEK and royalties on sales, while Pfizer has all other
rights to products resulting from the project.
ERbeta
The estrogen receptor (ER) is activated by the estrogen hormone and
regulates a number of functions in the body. Estrogen has a number of
positive effects, but its medical use has been limited by an increased
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risk of developing breast and uterus cancer as well as thrombosis.
These risks are primarily linked to the receptor subtype ERalfa, while
the ERbeta receptor that Karo Pharma was instrumental in discovering in the 1990s, appears to mediate many of the positive effects of
estrogen.
Karo Pharma's work in the ERbeta-field has resulted in a
world-leading platform with several promising ERbeta-selective compounds. These substances have slightly varying properties and may
thus be suitable for different indications
– ERbeta MS
Karo Pharma´s development project for ERbeta focused on autoimmune disease multiple sclerosis (MS), represents a new treatment
principle for the disease, which is strongly demanded but also places
high requirements on demonstrating how the principle works and can
be influenced. In preclinical models, ERbeta agonists have demonstrated
protective and reparative effects on the myelin sheaths that surround
nerve cells, and are necessary for efficient conduction of nerve impulses.
If treatment with ERbeta agonists proves capable of repairing damaged
myelin also in patients, this will represent a significant breakthrough in
the treatment of MS, where damaged myelin is what leads to symptoms
of disease and disability. Karo Pharma has with one of its ERbeta candidate obtained proof-of-concept in an animal model for the disease.
– ERbeta cancer
Karo Pharma´s most advanced compound within ERbeta program
is KB9520, which is in preclinical development. The substance has in
models shown good efficacy for various forms of cancer. In these disease models, the treatment has demonstrated to significantly reduce
tumor size due to the substance's anti-proliferative and pro-apoptotic
effects.
Common cold
In April 2015, Karo Pharma acquired a product close to the market
which act by relieving and preventing cold process by strengthening
the body´s own defenses to fight the cold virus. The product is based
on research at Umeå University, and utilizes enzyme glucose oxidase
in combination with glucose to prevent rhinovirus infections, and
other viral and bacterial pathogens.
Key events after the end of fiscal year 2015
The Board of Directors proposed a right issue to existing shareholders of approximately MSEK 250 before issue costs. Agreements to
bond were obtained, equivalent to 100 per cent of the issue, whereof
Chairman of the Board Anders Lönner accounted for over 97 per cent.
The Board of Directors also proposed an over-allotment option of 30
MSEK.
The Board of Directors also proposed to change the company name
to Karo Pharma AB. The purpose is to give the company a name that
better reflects the combination of drug development projects and
sales of products in the market. An Extra General Meeting on March 16,
2016, approved the proposals.
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Organization
In addition to the parent company Karo Pharma AB, the Group consists of the wholly owned subsidiaries Karo Pharma AS, DnE Sverige
AB, Swereco Group AB, Tanomed AB, Karo Pharma Research AB and
Karo Bio Discovery AB, and subsidiary MedCore AB. Karo Pharma
Research AB and Karo Bio Discovery, none of which currently is
conducting operations. The head office, which in early 2016 moved
to Stockholm, where in 2015 located in Huddinge, also the site of the
company´s operations.
The management team consists of three people: the executive
chairman, the CEO and Chief Financial Officer. At February 4, 2015,
Anders Lönner was appointed executive chairman and Maria Sjöberg
was appointed CEO.
At the end of the year, Karo Pharma had 64 (24) permanent employees, of whom 51 (-) were engaged in distribution and marketing,
1 (18) were engaged in research and development. 1 (2) in business
development and patents, and 11 (4) had administrative duties.
Results and financial positions
Group consolidated net sales increased to MSEK 69.1 (30.1). Since
September 2015, the revenue primarily consists of product sales in the
acquired companies.
Expenses for sold goods during 2015 amounted to MSEK 40.5 (-).
Selling expenses amounted to MSEK 26.7 (-). Research and development, which previously were responsible for most of the costs,
decreased to MESK 35.0 (68.6). Non-recurring costs and expenses
associated with the acquisition are charged to earnings of MSEK 24.3
(-). These consisted mainly of acquisition-related costs, facility costs
associated with relocation, inventory write-downs and other restructuring. Operating total expenses amounted to MSEK 103.5 (89.5).
Operating profit and net profit amounted to MESK -74.9 (-59.5),
respectively MSEK -78.2 (-59.3).
Investments
Investments amounted to MSEK 446.8 (1.5), of which acquisitions
accounted for MSEK 372.1 (0) and consisted primarily of the acquisition of Apropharm AS, DNE Sverige AB, MedCore AB, and Swereco
AB. Net investments in intangible assets amounted to MSEK 74.4 (0),
where the acquisition of the brand Allevo accounted for the majority.
Cash flow and financial position
Cash flow from operating activities amounted to MSEK -52.2 (-46.3).
Cash and cash equivalents amounted to MSEK 76.4 (51.6) at year end.
The equity ratio amounted to 55.7 (67.5) per cent.
Equity and share data
In May 2015, two new share issues to existing shareholders were
conducted of a total of MSEK 250 before transaction costs. A total
of 249,914516 shares were issued at a price of SEK 1.00. In August, to
get a more appropriate number of shares, a consolidation of shares
1:20 was carried out, where 20 shares were consolidated into 1. The
consolidation, decreased the number of shares from 939,850,060 to

46,992,903. The ISIN code, was changed to SE007464888.
In October, the acquisition of Swereco Group AB was paid with
2,551,218 new shares. The shares were issued to the shareholders of
Swareco Group, whereby Karo Pharma´s total number of shares increased to 49,554,121 shares. In November, 90 per cent of MedCore AB
where acquired, the purchase price was paid in shares. In total, 381,634
shares were issued to the shareholders of MedCore AB, whereby the
total amount of shares increased to 49,925,755 shares.
Total equity amounted to MSEK 364.6 (40.9) after taking the period
loss into account, corresponding to SEK 7.30 (1.11) per share. Loss per
share amounted to SEK -1.57 (-1.60)
Parent Company
The parent company's reported revenues amounted to MSEK 3.9
(30.1). Income after financial items amounted to MSEK -61.7 (-59.3).
The parent company´s cash and other short-term investments at
year-end amounted to MSEK 68.7 (51.5).
Guidelines for remuneration to senior executives
The Board of Karo Pharma proposes that the Annual General Meeting
on May 12, 2016 resolves the following guidelines for determining
salaries and other remuneration to senior executives of Karo Pharma,
to be applied until the AGM is held in 2017.
The proposed guidelines are largely the same as those approved by
the 2015 AGM.
General information
Karo Pharma will apply remuneration levels and terms of employment
that are necessary to recruit and retain a competent management
with the capacity to achieve established business goals.
As a result, competitiveness shall be the overriding principle in relation to the salary and other remuneration of executive management.
Fixed salary
A fixed salary will be paid for work performed in a satisfactory manner.
Variable remuneration
In addition to fixed salary, variable remuneration may be offered to
reward clearly goal-related achievements by simple and transparent
mechanisms. The executive management's remuneration under incentive programs will be based on the extent to which business goals are
achieved.
Karo Pharma's commitments under incentive programs shall be
limited in relation to the fixed annual salary and shall not exceed 40
per cent of the fixed annual salary, before taking into account social
security charges, for each executive during the relevant period. The
remuneration under incentive programs shall include pension and
vacation benefits according to vacation legislation, and is thus not
pensionable. The total maximum variable remuneration at 40 per cent
of current fixed annual salary levels in 2015, including social security
charges, would amount to MSEK 1.4.

Pension benefits
The terms of the executive management's pension benefits shall
be competitive taking into account what is generally applicable to
equivalent executives on the market and shall be based on defined
contribution pension schemes or accede to the Swedish ITP plan. The
pension benefits shall be based on a retirement age of 65 years.
Non-monetary benefits
The executive management's non-monetary benefits (such as car
and health care benefits) should facilitate the performance of their
work and be equivalent to what is considered reasonable in relation to
market practice and the benefit for the company.
Dismissal and severance pay
Dismissal and severance pay shall not exceed 12 monthly salaries in
total for each executive.
The executives to whom the remuneration guidelines apply
The above guidelines shall apply to the CEO of Karo Pharma AB and
executives that report directly to the president as well as presidents of
Karo Pharma's subsidiaries.
Information on remuneration previously
resolved upon that has not fallen
At present, there is no remuneration that has not fallen due that deviates from guidelines decided at previous AGMs.
Consultancy fees paid to board members
Going market rates may be paid to Board members for consultancy
work carried out for the company beyond the framework of their
commitment to the Board.
Deviation from the guidelines under special circumstances
The Board may par from the guidelines in certain cases if there are
special reasons for doing so.
Information regarding the Karo Pharma share
At December 31, 2015, there were a total of 49,925,755 outstanding
shares with a deviate value of SEK 0.40. The shares carry one vote
each and are entitled to equal part of the company´s distributable
earnings.
There are no limitations to the transferability of the Karo Pharma
shares due to legal constraints or by regulations in the company bylaws. To the best of Karo Pharma's knowledge, no agreements have
been entered into between any shareholders, which could limit the
transferability of shares.
There is no shareholder that alone controls 10 per cent or more of
the total number of shares of Karo Pharma.
Authorization to issue new shares
The general meeting in 2015 authorized the Board of Directors to,
before the general meeting in 2016, at one or more occasions issue
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shares. The number of shares that may be issued pursuant to the
authorization shall not exceed 10 per cent of the registered share
capital, at the time of issue resolution. Issues may be made with or
without deviation from the shareholders preferential rights and with
or without non-cash issue, or set-off or other conditions.
The purpose of the authorization is to increase the company´s financial flexibility and to facilitate acquisitions with payment in shares.
If the Board decides on a new share issue deviating from the shareholders preferential rights, may the reason be of raising new capital
and/or new strategic shareholders for the company and/or acquisitions of other companies or businesses. In case of deviation from the
shareholders preferential right, the basis for the issue shall be made on
market terms. Other conditions may be determined by the Board.
In 2015, the Board exercised the mandate on two occasions. The
first time at the acquisition of Swereco Group AB when 2,551,218
shares were issued, corresponding to 5.4 per cent of the total shares,
and the second time at the acquisition of MedCore AB when 381,634
shares were issued, corresponding to 0.8 per cent of the share capital.
Going concern
Implemented and ongoing rights issues and acquisitions are deemed
sufficient to finance the current scope of operations for a considerable
time.
Corporate governance report
Karo Pharma's corporate governance report is available at the company website www.karopharma.com and is also included in this Annual
Report.
System for internal control and risk management
The Group's systems for internal control and risk management regarding the consolidated financial reports are described in the section
internal control and risk management regarding financial reporting in
Karo Pharma's corporate governance report.
Future development
The company´s Board of Director has a stated goal of creating a
profitable company and an increasing shareholder value. The company´s operations, in addition to the three existing drugs projects,
shall be broadened through aggressive investments in acquisitions
of: (i) innovative projects with low development risk and short time to
the market; (ii) established business with products that have a stable
earning potential. The aim is to make Karo Pharma a company with
positive cash flow and an attractive product portfolio, already in 2016.

RISKS
The Group´s operations can be affected by many different events.
Described below are the principal risks that are considered essential
for operations because they could have a significant impact on the
financial position, performance, and/or reputation. The risks are not
listed in any particular order or priority. Other risks, that is unknown
for Karo Pharma or not considered essential, could have similar impact
on the business.
Commercial risks and operational risks
The Group´s operations can be affected by many different events.
Described below are the principal risks that are considered essential
for operations because they could have a significant impact on the
financial position, performance, and/or reputation. The risks are not
listed in any particular order or priority. Other risks, that is unknown
for Karo Pharma or not considered essential, could have similar impact
on the business.
Commercial risks and operational risks
Karo Pharma is dependent on supplies from various vendors for product
sales. Incorrect, delayed or missing deliveries means that the Group´s
delivery is delayed, deficient or incorrect. Karo Pharma mitigates this risk
by working with several suppliers.
Launch of products
A launch of a new health care product can take time and involve substantial investments, especially in sales and marketing, warehousing
of products prior to launch, as well as other expenses. There is a risk
that new product launches fail for various reasons. Examples can be to
failure to demonstrate advantages over other products, or intellectual
property rights being undermined.
Competitors and pricing
The market for healthcare products is characterized by competition.
Karo Pharma´s products may be subjected to price pressure. There
is therefore a risk that Karo Pharma cannot retain current margins on
its products. New products from competitors may result in increased
future competition and lower sales of Karo Pharma´s products.
Some of Karo Pharma´s products is purchased by, or subsides by a
third party, such as private insurance companies and the public sector.
Changes relating to such organizations’ extent, efforts, policies and
ability to influence pricing and demand for pharmaceutical products
can entail negative commercial and financial effects of Karo Pharma.
Economic growth prospects
The healthcare industry is to some extent affected by the general economic development and Karo Pharma believes that the company in
that respect is no different from the rest of the industry. An economic
downturn could reduce demand, which may adversely affect the
company´s business, earnings, and financial position.
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The ability to retain and recruit key personnel
The company is largely dependent in a small number of key individuals. A loss of any of these can have a negative financial and commercial effects for Karo Pharma.
Uncertainty regarding future clinical trials
Before sales of new products can take place, the company or its partners, in some cases, have to demonstrate the potential products are
safe and effective for the treatment of humans in the therapeutic indication. There can be no guarantee that the clinical trials can demonstrate sufficient safety and efficacy to obtain necessary regulatory
approvals, neither that they will result in marketable products.
Risks in research and development
There is no guarantee that Karo Pharma's research and development
will result in commercial success. There is no guarantee that Karo
Pharma obtains approvals on its clinical trials applications or that the
clinical trials conducted by Karo Pharma, whether independently or in
collaboration with its partners, can demonstrate sufficient safety and
efficacy to obtain the necessary approvals from regulatory authorities,
neither that they will result in marketable products.
It cannot be excluded that the approval process at regulatory level
will involve requirements for extended documentation and thereby increasing costs and introducing delays in the projects, or even
discontinuation of projects. Increased total development costs and
development time of a project could result in an increased project risk
and reduce the product's potential to successfully reach the commercial stage or reduce the time from product launch to patent expiry.
Public authority risks
It is not guaranteed that the Group´s operations will not be subject
to restrictions from public authorities, neither the Group obtains the
necessary regulatory approvals in the future.
Acquisition-related risks

can be fully or partially absent. Integration of acquisitions may involve
organizational changes that in the short term may delay the implementation of plans and objectives.
Governance
There is a risk that Karo Pharma´s control, accounting, and information systems may prove insufficient for the planned growth and
further investment may be necessary. If Karo Pharma proves to be unable to manage and control growth effectively, it could have negative
commercial and financial effects for the company.
Economic and financial risks
Goodwill and product rights
Karo Pharma reports significant values of goodwill and product rights.
Goodwill is the only intangible assets recognized with an indefinite
useful life. Product rights are amortized mainly linearly and the calculated utilization period are presented in the Group's Note 13.
Impairment tests are reviewed continuously. Significant impairment
may occur in the future, for various reasons, such as adverse market
conditions, either on company specific, whole industry or more generally. This may have an adverse effect on Karo Pharma´s earnings and
financial position.
Currency risks
Some of Karo Pharma´s purchases and sales are made in foreign
currencies. Even the milestones in the agreement with Pfizer is
contracted in foreign currency. Following this affected the Group´s
future sales and operating profit of exchange rate changes. The
company´s financial policy aims to identify and reduce financial risks,
thus avoiding large short-term fluctuations in earnings and cash flow.
Therefore account current decisions on any currency hedging. There
can be no assurance that the company´s currency hedging, if decided
upon, gives full protection against exchange rate changes that lead to
a negative impact on the company´s sales and operating profit.

Possibility of acquisition and financing
A large part of Karo Pharma´s growth strategy is based in acquisitions and the company's business model requires acquisition as the
company´s focus in a greater extents lies on sales and marketing of
healthcare products and not on the development of such products.
Karo Pharma has little experience to create value through acquisitions,
but has core competencies to identify, execute and integrate acquisitions. There is no guarantee that Karo Pharma will be able to continue
to find suitable acquisition candidates and/or finding the necessary
financing for future acquisitions on acceptable terms.

Financing
The company may in the future have to turn to the capital market
for additional funding. Both the size and timing of the company´s
potential future capital requirements will depend on a number of
factors, including opportunities to enter into collaboration or licensing
agreements and the progress made in research and development
projects. There is a risk that the required financing of operations will
not be available at the right time and at reasonable cost.

Integration
Acquisitions generally results in risks at the initiation of other activities. In addition to company-specific risks, the acquired company
relationship with key personnel, customers and suppliers can be
adversely affected. There is also a risk that the integration processes
may take longer or be more costly than expected. Expected synergies

The Board of Directors proposes that the available non-restricted
equity of SEK 359,757,654 is carried forward. The company's loss for
the financial year and the financial position per December 31, 2015,
are presented in the attached financial statements and accompanying
notes which are integral parts of this Annual Report.

PROPOSED APPROPRIATION OFF LOSS
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CONSOLIDATED INCOME STATEMENTS AND
INCOME STATEMENTS FOR THE PARENT COMPANY
GROUP

KSEK

Not

Net sales

1

Cost of goods sold
Gross profit
Other operating income and expenses

PARENT COMPANY

2015

2014

2013

2015

2014
30 060

69 095

30 060

47 029

3 923

–40 494

-

-

-

-

28 601

30 060

47 029

3 923

30 060

2–5

Cost of sales

–26 718

-

-

-

-

Administrative expense

–27 150

–21 014

–20 434

–25 354

–21 088

–34 957

–68 593

–52 529

–34 851

–68 607

–14 639

92

3 676

–141

92

–103 464

–89 515

–69 287

–60 346

–89 603

–74 863

–59 455

–22 258

–56 423

–59 543

78

Research and development expenses
Other operating income and expenses

6

Operating profit
Income from financial investments

-

-

-

-

Write-down of shares in group companies

15

-

-

-

–5 000

-

Interest income and similar items

7

75

186

198

18

186

Interest expense and similar items

8

–509

–13

–18

–281

–2

–434

173

180

–5 263

262

–75 297

–59 282

–22 078

–61 686

–59 281

Income from shares in group companies1)

Profit after financial items
Tax

9

–2 894

-

-

-

-

NET PROFIT

10

–78 191

–59 282

–22 078

–61 686

–59 281

–77 632

–59 282

–22 078

–61 686

–59 281

–559

-

-

-

-

–1.57

–1.60

–0.69

Profit attributable to:
Parent company shareholders
Non-controlling interests
Earnings per share attributable to parent company shareholders

11

– Based on the weighted average number
outstanding shares
1)

Refers to KB Odenplans properties in its entirety

GROUP AND PARENT COMPANY STATEMENT
OF COMPREHENSIVE INCOME
GROUP

KSEK

Net income
Other comprehensive income for the year,
net of tax translation differences
TOTAL COMPREHENSIVE INCOME FOR THE YEAR

Not

PARENT COMPANY

2015

2014

2013

2015

2014

–78 191

–59 282

–22 078

–61 686

–59 281

–315

-

-

-

-

–78 506

–59 282

–22 078

–61 686

–59 281

–77 947

–59 282

–22 078

–61 686

–59 281

–559

-

-

-

-

Total comprehensive income attributable to:
Parent company shareholders
Non-controlling interests
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CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
AND BALANCE SHEETS FOR THE PARENT COMPANY
ASSETS (KSEK)
31 December

GROUP

Not

PARENT COMPANY

2015

2014

2013

2015

2014

-

NON-CURRENT ASSETS
Intangible assets
Licenses and similar rights

13

239 481

-

-

73 965

Goodwill

13

236 174

-

-

-

-

475 655

-

-

73 965

-

5 701

4 050

4 500

1 372

3 921

150

Total intangible assets
Tangible fixed assets
Equipment

14, 21

Financial assets
Participations in Group companies

15

Other financial assets
Total non-current assets

-

-

-

397 788

21

14

-

21

14

481 377

4 064

4 500

473 145

4 085

-

CURRENT ASSETS

Current receivables
Raw materials and consumables
Merchandise inventory
Accounts receivable
Derivative instruments

28

Other receivables
Receivables from group companies
Prepaid expenses and accrued income

Cash and cash equivalents

16

17

Total current assets
TOTAL ASSETS

6 977

-

-

-

35 825

-

-

6 575

-

32 121

483

6 463

631

483

-

-

144

-

-

5 265

1 413

2 609

589

1 332

-

-

-

124

-

4 482

3 052

3 776

1 382

3 052

84 670

4 948

12 992

9 301

4 867

76 490

51 609

22 799

68 732

51 549

161 160

56 557

35 791

78 033

56 416

642 537

60 621

40 291

551 179

60 501

SHAREHOLDER’S EQULTY AND LIABILITIES (KSEK)

GROUP

31 December

Not

SHAREHOLDER’S EQULTY

18

Share capital

2015

PARENT COMPANY

2014

2013

2015

2014

19 970

13 525

9 919

19 970

13 525

1 473 614

1 079 562

1 006 818

-

-

Share premium reserve, restricted

-

-

-

-

-

Total non-restricted equity (Parent Company)

-

-

-

19 970

13 525

Other contributed capital

Share premium reserve (Parent Company)
Accumulated loss (incl. Group profit/loss for the year)
Non-controlling interests
Profit/loss for the year (Parent company)

Total non-restricted equity (Parent company)
Total shareholder’s equity

-

-

-

492 867

98 815

–1 130 127

–1 052 180

–992 898

–71 423

–12 142

1 124

-

-

-

-

-

-

-

–61 686

–59 281

-

-

-

359 758

27 392

364 581

40 907

23 839

379 728

40 917

LIABILITIES

Non-current liabilities
Deferred tax liabilities

19

Liabilities to Group companies
Other non-current liabilities

20

Total non-current liabilities

31 740

-

-

-

-

-

-

-

15 315

90

21 026

18

-

26

18

52 766

18

-

15 341

18

29 379

3 715

3 657

2 128

3 715

-

-

-

2 500

-

166 616

1 700

7 206

140 899

1 480

Current liabilities
Accounts payable
Payables to Group companies
Other current liabilities

21

Accrued expenses and deferred income

22

29 195

14 281

5 589

10 583

14 281

Total current liabilities

225 190

19 696

16 452

156 110

19 476

TOTAL SHAREHOLDER’S EQUITY AND LIABILITIES

642 537

60 621

40 291

551 179

60 501

Provided guarantees
Chattel mortages
Pledged assets
Contingent liabilities

23

48 784

-

-

-

-

3 965

-

-

-

-

500

-

-

-

-
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CONSOLIDATED STATEMENTS OF CASH FLOWS AND
CASH FLOW STATEMENTS FOR THE PARENT COMPANY
								
KSEK

Not

GROUP

PARENT COMPANY

2015

2014

2013

2015

2014

–74 863

–59 455

–22 258

–56 423

–59 543
1 804

Operating activities
Operating loss before financial items
Items note effecting cash flow
Depreciation and amortization

5

Other

Financial income received

24

Dividends received
Financial items paid

24

Cash flow from operating activities
before changes in working capital

3 153

1 867

1 434

1 828

4 996

25

-

1 478

25

–66 714

–57 563

–20 824

–53 117

–57 714

77

184

151

20

183

-

-

-

-

78

–399

–13

–18

-

–2

–67 036

–57 392

–20 691

–53 097

–57 455

Changes in working capital
Changes in merchandise inventory
Changes in current operating receivables
Changes in accounts payable

–5 923

-

-

–6 575

-

1 201

8 046

–763

2 137

7 997

330

57

79

–1 586

57

19 217

2 959

–12 014

11 533

3 124

–52 211

–46 330

–33 389

–47 588

–46 277

–261

–1 483

–2 245

–137

–1 416

–6

–14

-

–6

–14

–220 570

-

-

–234 515

-

Other short-term investments

-

-

–25 904

-

-

Sale and redemption of other short-term investments

-

-

52 000

-

-

–220 837

–1 497

23 851

–234 568

–1 430

249 919

84 748

-

249 919

84 748

-

-

7 665

-

-

Transaction costs rights issue

–17 545

–8 111

–3 3521)

–17 545

–8 111

Obtaining loans

67 055

-

-

67 055

-

Installment of loans

–1 500

-

-

-

-

297 929

76 637

4 313

299 429

76 637

24 881

28 810

–5 225

17 183

28 930

Changes in other current operating liabilities
Cash flow from operating activities
Investing activities
Investments in equipment
Investments in other financial assets
Investments in subsidiaries

12, 15

Cash flow from investing activities
Financing activities
Rights issue
Portion of proceeds from rights issue received in 2013

Cash flow from financing activities
CASH FLOW FOR THE YEAR
Cash and cash equivalents at the beginning of the year

17

51 609

22 799

28 024

51 549

22 619

Cash and cash equivalents at the end of the year

17

76 490

51 609

22 799

68 732

51 549

1)

22

Paid during the year.

| Karo Pharma Annual Report 2015

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
GROUP

KSEK
Balance at January 2013

Noncontrolling
interests

Total

Share capital

Other capital

Retained
earning

7 741

1 008 996

–970 820

-

45 917

-

-

–22 078

-

–22 078

Profit/loss for the year
Transactions with shareholders
Issuance of new shares (net after deduction of transaction-related costs) 1)

2 178

–2 178

-

-

0

Total transactions with shareholders

2 178

–2 178

0

0

0

Balance at January 1, 2014

9 919

1 006 818

–992 898

-

23 839

-

-

–59 282

-

–59 282

Profit/loss for the year
Transactions with shareholders
Issuance of new shares (net after deduction of transaction-related costs)

3 606

72 744

-

-

76 350

Total transactions with shareholders

3 606

72 744

0

0

76 350

Balance at January 1, 2015

13 525

1 079 562

–1 052 180

-

40 907

-

-

–77 947

–559

–78 506

Profit/loss for the year
Transactions with shareholders
Non-controlling interests

-

-

-

1 683

1 683

Issuance of new shares in business combinations

270

19 730

-

-

20 000

Issuance of new shares in business combinations

1 020

130 820

-

-

131 840

4

-

-

-

4

153

16 130

-

-

16 283

Issuance of new shares in revered split
Issuance of new shares in business combinations
Issuance of new shares (net after deduction of transaction related costs)

4 998

227 372

-

-

232 370

Total transactions with shareholders

6 445

394 052

0

1 683

402 180

BALANCE AT DECEMBER 31, 2015

19 970

1 473 614

–1 130 127

1 124

364 581

1)

All shares are registered with the companies’ registration office in January 2013

THE PARENT COMPANY´S STATEMENT OF CHANGE IN EQUITY
PARENT COMPANY

KSEK
Amount at January 1, 2014
Total profit/loss

Share
capital

On-going
rights issue

Restricted Non-restricted
reserve
reserve

On-going
rights issue

Accumulated
loss

Loss of
the year

9 919

0

0

Total

26 071

0

9 942

–22 084

23 848

-

-

-

-

-

-

–59 281

–59 281

3 606
-

-

-

72 744

-

-

-

76 350

-

-

–

-

-22 084

22 084

0

13 525

0

0

98 815

0

-12 142

–59 281

40 917

-

-

-

-

-

-

–61 686

–61 686

Transactions with shareholders
Issuance of new shares
(net after deduction of transaction-related costs)
Treatment of loss
AMOUNT AT DECEMBER 31, 2014
Total profit/loss
Transactions with shareholders
Issuance of new shares in business combinations

270

-

-

19 730

-

-

-

20 000

Issuance of new shares in business combinations

1 020

-

-

130 820

-

-

-

131 840

4

-

-

-

-

-

-

4

Issuance of new shares in business combinations

153

-

-

16 130

-

-

-

16 283

Rights issues
(net after deduction of transaction-related costs)

4 998

-

-

227 372

-

-

-

232 370

-

-

-

–

-

–59 281

59 281

0

19 970

0

0

492 867

0

–71 423

–61 686

379 728

Issuance of new shares in revered split

Treatment of loss
AMOUNT AT DECEMBER 31, 2015

See note 18 for further information.
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ACCOUNTING AND VALUATION PRINCIPLES
THE GROUP
Statement of compliance
The consolidated financial statements of Karo Pharma have been prepared in accordance with the Swedish Annual Accounts Act, RFR 1 Supplementary Accounting Regulations for Groups, International Financial
Reporting Standards (IFRS) and statements concerning interpretation
published by IFRIC as adopted by the European Union. The statements
have been prepared on a historical cost basis, except for financial assets
available for sale and financial assets and liabilities at fair value through
profit and loss.
CHANGES IN ACCOUNTING PRINCIPLES AND INFORMATION
New accounting standards, amendments and
interpretations applied to the Group
No standards, amendments and interpretations applied by the Group for
the first time for the financial year beginning January 1, 2015 has a material effect on the consolidated financial statement.
New standards and interpretations not yet in force
but will be applied in future periods
A number of new standards and interpretations will come into effect for
fiscal years beginning after January 1, 2015 and have not been applied in
preparing these financial statements. None of these are expected to have
a material impact on the consolidated financial statements with exception
of the following below:
IFRS 9 "Financial instruments" addresses the classification, measurement and recognition of financial assets and liabilities. It replaces
parts of IAS 39, which deals with classification and valuation of financial
instruments. IFRS 9 retains a mixed valuation approach, but simplifies
this approach in some respects. There will be three valuation categories
for financial assets, amortized cost, fair value through other comprehensive income and fair value in the income statement. How an instrument
should be classified depends on the company's business model and the
instrument characteristics.
Investments in equity instruments should be recognized at fair value
in the income statement but there is also a possibility that upon initial
recognition reporting instrument at fair value through other comprehensive income. No reclassification to the income statement will then be at
the disposal of the instrument. IFRS 9 also introduces a new model for
calculating loan loss reserves based on expected losses. For financial
liabilities do not change the classification and valuation except in cases
where a liability is recognized at fair value through profit or loss based
on the fair value option. Changes in value attributable to changes in
credit risk shall then be reported in other comprehensive income. IFRS 9
reduces the requirements for application of hedge accounting by 80-125
criterion is replaced with demands for economic relationships between
hedging instruments and hedged items and hedging ratio should be the
same as used in risk management. Even hedge documentation changed
little compared with that drawn up under IAS 39. The new model for calculating loan loss reserves based on expected losses which can result in
earlier recognition of credit losses. The standard is effective for fiscal years
beginning January 1, 2018. Earlier application is permitted. The standard is
not yet adopted by the EU. The Group has not yet evaluated the impact of
the introduction of the standard.
IFRS 15 "Revenue from contracts with customers" regulates how the
accounting for revenue should be made. The principles that IFRS 15 is built
on shall provide users of financial statements more useful information
about the company's revenue. The expanded disclosure requirements
means that information about the type of revenue, the date of settlement,
uncertainties related to revenue recognition and cash flow attributable to
the company's customer contract should be submitted. A revenue should
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in accordance with IFRS 15, be recognized when the customer obtains
control over sold goods or services and are able to use and receive the
benefits of the product or service. IFRS 15 supersedes IAS 18 Revenue
and IAS 11 Construction Contracts and related SIC and IFRIC. IFRS 15 shall
enter into force on January 1, 2018. Early application is permitted. The
standard is not yet adopted by the EU. The Group has not yet assessed
the effects of the introduction of the standard.
IFRS 16, "Leases" is published by the IASB in January 2016. The standard regulates the accounting of leases and will replace IAS 17 "leases"
and related interpretations IFRIC 4, SIC-15 and SIC-27. The standard requires assets and liabilities relating to all the leases, with some exceptions,
are recognized in the balance sheet. This report is based on the view that
the lessee has a right to use an asset for a specific period of time and at
the same time an obligation to pay for that right. The accounts of the
lessor will essentially be unchanged. The standard is applicable to fiscal
years beginning on January 1, 2019 or later. Early application is permitted.
The EU has not yet adopted the standard. The Group has not yet assessed
the impact of IFRS 16t . No other of the IFRS or IFRIC interpretations not
yet in force is expected to have any material impact on the Group.
Accounting Standards
The consolidated financial statements have been prepared under the
historical cost, except for certain financial instruments valued at fair value.
Amounts are expressed in thousands (thousands of Swedish kronor) unless otherwise stated. MSEK stands for million Swedish kronor. Amounts
or figures in parentheses indicate comparative figures for 2014 and 2013.
Significant estimates and assessments for accounting purposes of
preparation of financial statements requires certain critical accounting
estimates. It also requires management to make certain judgments when
applying the company's accounting policies. Estimates and judgments
are continually evaluated and based on historical experience and other
factors, including expectations of future events that are believed to be
reasonable under the circumstances.
The areas involving a higher degree of judgment or complexity, or
areas where assumptions and estimates are significant to the financial
statements, are relating to valuation of tax loss carryforwards and the
decision to expense or capitalize development costs. For further information, see below for the respective accounting and valuation principles and
note 9.
The consolidated financial statements
The consolidated financial statements comprise the financial statements
of Karo Pharma AB and its subsidiaries at December 31 each year. The
financial statements of subsidiaries are prepared for the same reporting
year as the Parent Company, using consistent accounting policies. All
intra-group transactions, income and expenses, profits and losses and
balance sheet items resulting from intra-group transactions are eliminated in full in the consolidated financial statements.
A subsidiary is a company over which the Parent Company has a
controlling influence. The Group controls a company when exposed to
or has the right to variable returns from its holdings in the company and
have the ability to affect yields though their influence in the company. A
subsidiary is included in the consolidated financial statements as of the
date of the acquisition, being the day on which the Parent Company obtains controlling influence, until that date where the controlling influence
ceases.
Acquisitions and goodwill
Acquisitions are recognized with the acquisition accounting method. The
acquisition is considered to be a transaction by which the Group indirectly
acquires the assets of the subsidiary and assumes its liabilities and other
obligations. The purchase value of an acquisition consists of the fair value

of the assets provided, equity instruments issued and liabilities incurred
or assumed at the date of exchange. Identifiable assets acquired and
liabilities and contingent liabilities assumed in a business combination are
initially valued at fair value on the acquisition date. The excess of the cost
of acquisition over the fair value of the Group’s share of the identifiable
net assets acquired is recognized as goodwill.
Goodwill is reported as an asset in the balance sheet. If the difference
is negative it is recognized directly in the income statement. Shareholders’ equity in the subsidiary is entirely eliminated upon acquisition. The
Group’s equity comprises the equity in the Parent Company and equity
in the subsidiaries earned after the acquisition. Goodwill is reviewed for
impairment annually or more frequently if events or changes in circumstances indicate that the carrying value may not be recoverable. When
the recoverable amount is less than the carrying value, an impairment loss
is reported. The recoverable amount is defined as the higher of an asset’s
fair value less costs of disposal and its value in use.
When a transaction is regarded as an asset acquisition, the individual
identifiable assets and liabilities assumed are identified and recognized.
The acquisition value is allocated to the individual assets and liabilities by
virtue of their relative fair values at the acquisition date. An asset acquisition does not give rise to goodwill.
Product rights
Valuation of product rights depends on certain assumptions. These
assumptions refer to forecasts of future sales, subscription grants and
expenses for each product. In addition, assumptions are made regarding
discount rates, product life and royalty rates. The maximum amortization
time of product rights that are applied in the group is 15 years. It cannot
be ruled out that the valuation of product rights may need to be reassessed, which may affect the consolidated financial condition and results.
The Group examines regularly whether impairment exists for product
rights. At December 31, 2015, the value of product rights amounted to
MSEK 239.5.
Foreign currency translation
The consolidated financial statements are presented in Swedish Kronor
(SEK), which is the functional currency of the company’s operations.
Transactions in foreign currencies are initially recorded at the functional
currency rate ruling on the date of the transaction. Monetary assets and
liabilities denominated in foreign currencies are translated at the functional currency rate of exchange ruling on the balance sheet date. Any
differences in the rate of exchange arising from the translation are recognized in the income statement. Non-monetary assets and liabilities that
are valued at cost are recognized at historical rates of exchange, i.e. at the
rates of exchange on the respective transaction dates. Items measured at
fair value are translated at the rate of exchange on the valuation date.
Revenue recognition
Revenue is recognized to the extent that it is probable that the economic
benefits will flow to the Group and the revenue can be reliably measured.
Goods
Sales of goods are recognized when the significant risks and rewards are
transferred from seller to buyer in accordance with the terms of sale. Sales
are recognized net of VAT and discounts. A small portion of sales are to
external wholesalers. Revenues are adjusted for the value of expected
returns, which are based on historical data for returns.
Revenue from strategic research collaborations
Karo Pharma may receive four types of revenues from its strategic
collaborative research projects: upfront payments, research funding,
milestone payments and royalties. The specific recognition criteria for the
different types of revenue described below must be met before revenue

is recognized.
Compensation received for research collaborations, and that intends liabilities in particular in the agreement that Karo Pharma has not yet done,
is amortized over the term under the contract during which Karo Pharma
fulfilling commitments.
Milestone payments are triggered when a certain result has been
achieved or a certain event has occurred, e.g. when compounds enter or
pass a major step in the development process, as defined in the research
collaboration agreement. These steps are usually linked to significant
decision points in the partner’s drug development process. A milestone
payment is accounted for when all requirements specified in the research
collaboration agreement for earning the milestone are met. Royalty
payments are based on the sale of finished partnered pharmaceutical
products in the market. Royalty payments are accounted for when they
are reported by the partner.
Other revenue
Revenue from out-licensing agreements other than research and development collaborations can be either in the form of upfront payments that
is recognized as revenue when the conditions for receiving them are fulfilled, or as license maintenance fees that are allocated over the duration
of a specified license period. Karo Pharma may also receive compensation
for services provided, which is recognized as revenue when contractual
terms are met.
Government grants and other public funding are recognized as other
operating income in the income statement over the period necessary to
match the grant to the cost that it is intended to compensate.
Interest income is recognized on a time proportion basis using the
effective interest method. Interest income is recognized as a financial item
and not included in operating profit and loss.
Taxes
Income tax
Income tax comprises current and deferred taxes. Income tax is recognized in the income statement in respect of items recognized in the income statement, and recognized directly in equity when the tax is related
to items recognized directly in equity.
Deferred tax is calculated as the difference between, on the one hand,
the tax base of assets and liabilities and, on the other hand, their carrying
amounts in the financial statements (temporary differences). Deferred tax
is calculated based on the tax rates estimated to apply to settlement of
the tax. As required by IAS 12 Income Taxes, deferred tax liabilities are recognized for all taxable temporary differences using the liability method.
Deferred tax assets are recognized only to the extent that it is probable
that future taxable profit will be available against which unused tax losses
and deductible temporary differences can be balanced. As Karo Pharma
historically has reported losses, deferred tax assets are recognized only
when there is convincing evidence that sufficient taxable profits will be
available.
Value added tax (VAT)
Revenues, expenses and assets are recognized net of VAT. The net
amount of VAT recoverable from, or payable to, the Tax Agency is included as part of receivables or payables in the balance sheet.
Intangible assets
Acquired intangible assets are reported as assets in the balance sheet.
Intangible assets acquired separately are initially recognized at acquisition
cost. The cost of intangible assets in an acquisition is recognized at fair
value on the date of the acquisition. Following initial recognition, intangible assets are carried at cost less any accumulated amortization and any
accumulated impairment losses.
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Internally generated intangible assets are not capitalized and expenditure for these is charged against profits in the year in which the expenditure is incurred, with the exception of capitalized development costs (see
below).
The period of use of all intangible assets of the Group have been
assessed to be finite. Intangible assets with finite use, are amortized over
their economic life and assessed for impairment whenever there is an indication that the intangible asset may be impaired. The amortization period and amortization method for an intangible asset is reviewed at least
at each financial year-end. Changes in the expected period of use or the
expected pattern of consumption of future economic benefits embodied in the asset is accounted for by changing the amortization period or
method, as appropriate, and treated as changes in accounting estimates.
The amortization expense is recognized in the income statement in the
expense category consistent with the function of the intangible asset.

Investments and other financial assets
Financial investments in the scope of IAS 39 Financial Instruments:
Recognition and Measurement are classified as either financial assets at
fair value through profit and loss, loans and receivables, held to maturity
investments, or financial assets available for sale. When financial assets
are recognized initially, they are measured at fair value plus directly attributable transaction costs, except for financial assets at fair value through
profit and loss for which attributable transaction costs are included in the
income statement. The classification of a financial asset is determined at
initial recognition.
Loans and receivables are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active market. Such
assets are carried at amortized cost using the effective interest method.
Gains and losses are recognized in income when the loans and receivables are derecognized or impaired.

Research and development costs
Costs regarding development activities shall, as stipulated by IAS 38
Intangible Assets, be capitalized and reported in the balance sheet if
certain criteria are met, while research costs are expensed as incurred. An
intangible asset arising from development expenditure is recognized only
when the Group can demonstrate the technical feasibility of completing
the intangible asset so that it will be available for use or sale; its intention
to complete and its ability to use or sell the asset; how the asset will generate future economic benefits; the availability of resources to complete;
and the ability to reliably measure the expenditure during the development. To date the Group has expensed all development costs as incurred
since the recognition criteria for capitalization have not been met.

Currency forward contracts
Karo Pharma may hedge known future cash flows in foreign currencies
from large currency rate fluctuations as provided in the company’s financial policy. In this respect, a certain level of assurance must exist in order to
consider possible transactions and related cash flows. Currency hedging
is accomplished through currency forward contracts. In accordance
with IAS 39, all derivatives are to be measured at fair value defined as
market value by Karo Pharma. The derivatives which can be used by the
company do not qualify for hedge accounting in accordance with IAS 39.
The classification of these instruments provides for them to be reported in
the balance sheet at fair value with changes in fair value included in other
operating income and expenses in the income statement.

Property, plant and equipment
Property, plant and equipment are stated at historical cost less accumulated depreciation and any accumulated impairment losses. Historical
cost includes, in addition to the purchase price, expenses directly related
to bringing the asset into use. The difference between cost and estimated
residual value is depreciated on a straight-line basis over the useful life of
the assets.
The carrying values of property, plant and equipment are reviewed for
impairment when events or changes in circumstances indicate that the
carrying value may no longer be recoverable. The assets’ residual values
and useful lives are reviewed, and adjusted if appropriate, at each financial
yearend.

Inventories
Inventories are valued by using the first-in, first-out method (FIFO), at the
lower of cost and net realizable value on the balance sheet date. Homogeneous groups of goods are valued collectively.

Depreciation and amortization of non-current assets
Property, plant and equipment and intangible non-current assets are
depreciated and amortized, using a straight-line depreciation and amortization method, over their estimated useful life based on the asset’s cost
as per the following schedule.
Year
Licences
Laboratory equipment
Leasehold improvements, IT equipment and other equipment

3–10
4–7
4

Land and buildings

25

Product rights

15

Impairment of non-current assets
At each reporting date the Group assesses whether there is an indication
that an asset may be impaired. If any such indication exists, Karo Pharma
makes an estimate of the asset’s recoverable amount. Where the carrying
amount of an asset exceeds its recoverable amount, the asset is considered impaired and is written down to its recoverable amount.
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Short-term investments
Short-term investments consist of investments in money market instruments, highly liquid bonds with maturities of less than five years and
investments in highly liquid fixed income mutual funds. Short-term investments are classified as financial assets at fair value through profit or loss
(financial assets held for trading purposes). This entails that the assets are
stated at fair value in the balance sheet, defined as market value.
Changes in fair value are included in financial items in the income
statement. Acquisitions and dispositions of short-term investments are
reported as of the transaction day, the day when Karo Pharma is committed to buy or sell the asset.
Fair value estimation of financial instruments measured in the balance
sheet at fair value
When the group value on financial instruments at fair value, fair value is
determined using a valuation hierarchy. The different levels are defined as
follows:
• Level 1: quoted prices (unadjusted) in active markets for identical
assets or liabilities.
• Level 2: inputs other than quoted prices included in level 1 that are
observable for the asset or liability, either directly (as prices) or indirectly (derived from process).
• Level 3: inputs for the asset or liability that are not based on observable market data (unobservable inputs).
According to Karo Pharma's financial policy, funds shall be invested in
financial instruments classified as level 1. The fair value of such financial instruments, traded in active markets, is based on quoted market prices on
the balance sheet date. A market is regarded as active if quoted prices are

readily and regularly available from an exchange, dealer, broker, industry
group, pricing service, or regulatory agency, and those prices represent
actual and regularly occurring market transactions on an arm's length
basis. For further information, see note 28.
Trade and other receivables
Trade receivables, which generally have 30 day terms, are recognized and
carried at original invoice amount less an allowance for any uncollectible
amounts. Write-downs are made when there is objective evidence that
Karo Pharma will not be able to collect the debts.
Cash and cash equivalents
Cash and cash equivalents in the balance sheet consist of cash and bank
balances and short-term investments with the acquisition remaining
maturity of 90 days. Other investments are recognized as financial assets
at fair value through profit or loss.
See Note 16 and Note 28 for additional information on the classification
of the company's investments.
In the Group´s cash flow cash and cash equivalents consists according
to the definition above. The cash flow statements for each year show
direct cash flows from investing and financing activities. Operating cash
flow is based on the indirect method.
Provisions
Provisions are recognized when the Group has a legal or constructive obligation as a consequence of a past event, and it is probable that an outflow of resources embodying economic benefits will be required to settle
the obligation, and that a reliable estimate can be made of the amount of
the obligation. The expenses relating to any provision is presented in the
income statement net of any reimbursement.
Contingent liabilities
A contingent liability is a possible obligation that arises from past events
and whose existence is confirmed only by one or more uncertain future
events or when there is a commitment not recognized as a liability or provision because it is unlikely that an outflow of resources will be required.
Pensions and other post-employment benefits
Salaried employees in Sweden are secured by the ITP 2 plan’s defined
benefit pension obligations for retirement and family pension by insurance in Alecta. In accordance with an announcement (UFR 3) from the
Swedish Financial Reporting Council, this arrangement is considered a
defined benefit multi-employer plan. For the financial year 2015 the Company had no access to information in order to account for its proportionate share of the plan´s obligations, plan assets and costs, which meant
that the plan has not been possible to account for as a defined benefit
plan.
The pension plan ITP 2, which is secured though insurance an Alecta
is recognized as a defined contribution plan. The premium for the
defined benefit retirement and family pension is individually calculated
and is dependent on factors including salary, previously earned pension
an expected remaining working lives. Expected charges for the nest
reporting period for ITP 2 insurance with Alecta amounted to MSEK 0,2
(2015: MSEK 1.0). The Group´s share of the total contributions to the plan
amounts to 0.003 per cent (2014: 0.006 per cent).
The collective consolidation level is the market value of Alecta´s assets
as a percentage of the insurance obligations calculated according to
Alecta´s actuarial methods and assumptions, which are not consistent
with IAS 19. The collective consolidation level is normally allowed to vary
between 125 and 155 per cent. If Alecta´s collective consolidation level is
below 125 per cent or above 155 per cent action must be taken in order
to create conditions for the consolidation to return to normal range. At
low consolidation, a measure can be to raise the agreed price for new and

expansion of existing benefits. At high consolidation, a measure can be to
introduce premium reductions. At the end of 2015, Alecta´s surplus in the
form of collective consolidation level was 153 per cent (2014: 143 per cent).
Termination benefits are payable when employment is terminated
before the normal retirement date, or whenever an employee accepts
voluntary redundancy in exchange for these benefits. Karo Pharma
recognizes termination benefits when it is demonstrably committed to
either terminating the employment with current employees according
to a detailed formal plan without possibilities of withdrawal; or providing
termination benefits as a result of an offer made to encourage voluntary
redundancy.
Leasing
A financial lease transfers substantially all the risks and benefits incidental
to ownership of the leased asset to Karo Pharma. All other lease contracts
are considered operating leases.
Financial leases are capitalized at the inception of the lease at fair value
of the leased property or, if lower, at the present value of the minimum
lease payments. Thus, the equipment under lease is recorded as an asset
and the net present value of future minimum lease payments is recorded
as a liability. Lease payments are apportioned between finance charges
and reduction of the lease liability so as to achieve a constant rate of interest on the remaining balance of the liability. Finance charges are charged
directly against income. Financial leases are capitalized at the inception
of the lease at fair value of the leased property or, if lower, at the present
value of the minimum lease payments. Thus, the equipment under lease
is recorded as an asset and the net present value of future minimum
lease payments is recorded as a liability. Lease payments are apportioned
between finance charges and reduction of the lease liability so as to
achieve a constant rate of interest on the remaining balance of the liability.
Finance charges are charged directly against income.
Capitalized leased assets are depreciated over the shorter of the
estimated useful life of the asset and the lease term, if there is no reasonable certainty that the Karo Pharma Group will obtain ownership by the
end of the lease term. Property, plant and equipment are depreciated as
described under the heading Depreciation and amortization of non-current assets.
Operating lease payments are recognized in the income statement
over the lease term in the period they relate to.
Stock option program
Karo Pharma currently has no share-based incentive programs.
Segment reporting
Operating segments are reported in a manner consistent with the internal
reporting provided to the chief operating decision maker. The chief operating decision-maker is the function responsible for allocating resources
and assessing performance of the operating segments’ result. See note
29.
THE PARENT COMPANY
The annual report of the Parent Company is prepared in accordance with
the Swedish Annual Accounts Act and in compliance with the Swedish
Financial Accounting Standards Council’s Recommendation RFR 2 and
statements from the Financial Accounting Standards Council. The Parent
Company’s accounting and valuation principles are the same as the
Group’s with the exception for leasing. In the Parent Company, all leasing
contracts are reported as operating leases.
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NOTES
NOTE 1 NET SALES
Since September 2015, the turnover mainly of product sales in acquired companies.
Net sales for 2014 and 2013 consist of research payments for collaboration projects.

NOTE 2 PERSONNEL AND REMUNERATION TO MEMBERS OF THE BOARD AND EXECUTIVE MANAGEMENT
AVAREGE NUMBER OF EMPLOYEES

2015
Number of
employees
12

Sweden
Norway

2014
Men

Number of
employees

7

391)

54

30

6

5

Total

72

42

WAGES, SALARIES, OTHER REMUNERATION
AND SOCIAL SECURITYY EXPENSES

2015

Parent company

2013
Men

Number of
employees

Men

21

40

22

-

-

-

-

-

-

-

-

21

40

22

Group

Board and CEO

39

2014

Wages,
Salaries, other
remuneration

Social security
expenses
(of which
pension costs)

Wages,
Salaries, other
remuneration

6 3372)

1 766

3 572

2013
Social security
expenses
(of which
pension costs)

Wages,
Salaries, other
remuneration

1 461

2 976

(613)

(464)

Social security
expenses
(of which
pension costs)
1 477
(424)

Other employees
Parent company

16 224

8 181

29 888

(2 784)

11 693

23 996

(3 545)

11 529
(3 090)

Affiliated company
Sweden
Norway
Total

4 205
1 317
28 083

1 509

-

-

-

(496)

-

-

-

-

225

-

-

-

(50)

-

-

-

-

11 681

33 460

13 154

26 972

13 006

(3 943)

(4 009)

-

(3 514)

At year-end, the number of employees were 24. 2) Of wages, Salaries, other remuneration, KSEK 2,899 (2142 and 1993) refers to the President.

1)

Remuneration to board members
The Board consists of five Board members elected by the annual general
meeting (AGM).
The Chairman of the Board receives annual remuneration of KSEK 420,
each Board member who is not paid as an employee or consultant by
the company receives KSEK 150 based on the decision at the 2015 annual
general meeting.
In 2015, a total of KSEK 1 170 (818 and 1200, respectively) was paid in
Board members’ fees. Board members are reimbursed for direct expenses
such as travel costs. All committee work is done by the full Board, and thus
no specific committee fees are paid.
In 2015, a total of KSEK 2282 was paid to the chairman for serving as
chairman of the board.
In 2015, one board member received KSEK 98 in compensation for
consulting services.
Two of the Board members has in 2014 performed certain consultancy
services to Karo Pharma outside the normal board work, which included advice in preclinical projects, representing an invoicing value totaling KSEK 297.
Total expensed compensation for 2015 for each member of the Board is
specified in the table on the next page.
Remuneration to executive management
The Board of directors has decided that the full Board should carry out
the tasks that are to be performed by the compensation committee and
thus deal with all matters regarding executive management compensation
and benefits.
The guidelines for remuneration of the executive management adopted
by the AGM 2015, as well as the Board’s proposal for guidelines to be adopted by the AGM 2016, are included in the Administration report.
Below is a description of the application of the guidelines in 2015.
Members of the executive management are paid a fixed monthly salary,
and some executives have received other benefits in 2015, such as health
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care insurance. In 2015, one member of executive management has participated in a bonus program. Executive management is entitled to pension
benefits in accordance with the nationwide ITP Plan as are all other Swedish employees, unless otherwise stated. Pension benefits are based on a
retirement age of 65 years and paid as long as the retiree lives. Paid salary
including bonus qualifies for pension benefits. The ITP Plan provides for no
pension benefits for annual salaries currently exceeding KSEK 1,743. Executive management has also been eligible to participate in companywide
share-based incentive programs that occur from time to time. Karo Pharma
currently has no such programs. No allocation was made in 2015. See note
27 Stock Option Programs for further information. At year-end 2015, the
executive management consisted of, in addition to the CEO, two (three)
persons, whereof one (two) women. They are Anders Lönner, Executive
Chairman and Henrik Palm, CFO and responsible for personnel matters. On
February 4, 2015 Maria Sjöberg was appointed new CEO.
Agreements regarding severance pay
The CEO has a notice period of six months and is entitled to six months’
salary as severance pay if employment is terminated by the company. Other members of executive management have a notice period of six months
and are not entitled to severance pay.
Transactions with related parties
Karo Pharma has not granted any loans, guarantees, or surety to or for the
benefit of any of its Board members, executive management or auditors.
In 2015, the company received a short-term loan, MESK 67, from Anders
Lönner, Chairman of the Board, on market interest terms, for financing
of the acquisition of Allevo. Anders Lönner received a commission fee of
MESK 7 for acquisitions during 2015. The compensation amounted to 1.9%
of the acquisition purchase price relating Apropharm AS / DnE Sweden AB,
Swereco Group AB and AB MedCore. Anders Lönner also received MESK
12.7 for guarantee commitment in rights issues in 2015.

Remuneration and other benefits during the year to the
board of directors an executive management 2015
KSEK

Board remuneration/
Base salary

Variable
salary

Other
benefits

Share-based
remuneration

Other
remuneration

Pension
expense

Total

Board of Directors
Anders Lönner

420

-

-

2 2821)

-

-

2 702

Göran Wessman

150

-

-

-

15

-

165

Per-Anders Johansson

150

-

-

-

47

-

197

Thomas Hedner

150

-

-

98

8

-

256

Jean Lycke (member since AGM 2015)

113

-

-

-

-

-

113

Christer Fåhraeus (member since AGM 2015)

37

-

-

-

12

-

49

Sibylle Lenz (member since AGM 2015)

37

-

-

-

12

-

49

Per Bengtsson, CEO until January 2015

1 389

-

-

-

437

221

2 047

Maria Sjöberg, CEO since February 2015

1 510

-

-

-

474

392

2 376

Other members of Executive management (2 persons)

2 138

400

8

-

797

487

3 830

6 094

400

8

2 380

1 802

1 100

11 784

Executive management

Total

In addition to this compensation, Anders Lönner received a total of MESK 19.7 in commissions and compensation for underwriting rights issues. For further information see the text under the
heading Transactions with related parties on the previous page.

1)

Remuneration and other benefits during the year to the
board of directors an executive management 2014

Board remuneration/
Base salary

Variable
salary

Other
benefits

Share-based
remuneration

Anders Lönner (Chairman since AGM 2014)

315

-

-

Göran Wessman (Chairman until AGM 2014))

218

-

-

KSEK

Other
remuneration

Pension
expense

200

-

-

515

-

22

-

240

Total

Board of Directors

Per-Anders Johansson

-

-

-

47

-

197

113

-

-

97

35

-

245

Sibylle Lenz

150

-

-

-

47

-

197

Christer Fåhraeus

150

-

-

-

47

-

197

37

-

-

-

12

-

49

Per Bengtsson, CEO

2 142

-

-

-

1 250

464

3 856

Other members of Executive management (3 persons)

3 268

-

8

-

1 988

773

6 037

Total

6 543

0

8

297

3 448

1 237

11 533

Thomas Hedner (member since AGM 2014)

Anders Waas (member since AGM 2014)
Executive management

Comments to the table:
• Other benefits refer mainly to company car benefits and health care insurance.
• Pension expense refers to the expense that affected earnings as recognized in accordance with IAS 19 for the year. See Accounting and valuation principles and note 3 for further disclosures concerning the terms and conditions of pension benefits.
• Amounts included in its entirety (ie the amount that was expensed in 2015). Per Bengtsson worked as CEO for a month in 2015 and severance for six months was paid.

NOTE 3 PENSION COSTS
Commitments for retirement and family pension under the ITP plan are secured through an insurance arrangement with Alecta Pension insurance (Alecta). Premiums regarding pension insurance with Alecta total KSEK 745 (1052 and 949, respectively) for the year and premiums to other pension institutions under the ITP plan total KSEK 3 196 (2 958 and 2 564, respectively).
Alecta’s surplus may be allocated to the insurance holders and the insured. At year-end, Alecta’s surplus in the form of total consolidation level amounted to 153 per cent (143 and 148, respectively). The total consolidation level is defined as the market value of Alecta’s assets as a percentage of the actuarial commitments determined as per Alecta’s assumptions, which are different
from IAS 19 employee benefits. Please refer to Accounting and valuation principles for additional information on pensions.

NOTE 4 OPERATING EXPENSES BY TYPE
Operating expenses are distributed on expense type as follows.
Group
Note

Parent company

2015

2014

2013

2015

2014

–3 153

–1 867

–1 434

–1 829

–1 804

Personnel costs

–43 313

–46 091

–39 869

–29 468

–46 091

Facilities costs

–9 420

–6 242

–7 873

–7 732

–6 242

External costs

–32 939

–35 407

–23 787

–21 176

–35 558

Depreciation

Other operating income and expenses

6

–14 639

92

3 676

–141

92

–103 464

–89 515

–69 287

–60 346

–89 603
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NOTE 5 DEPRECIATION AND AMORTIZATION
Depreciation and amortization costs are allocated to the company’s functions and types of assets as follows.
Group
Note

2015

2014

Parent company
2013

2015

2014

Function
Costs of sales
Administrative costs
Research and development costs

1 304

-

-

-

-

90

211

233

90

211

1 758

1 656

1 201

1 738

1 593

3 152

1 867

1 434

1 828

1 804

Type of asset
Licenses

13

775

-

-

-

-

Equipment

14

2 377

1 867

1 434

1 828

1 804

3 152

1 867

1 434

1 828

1 804

NOTE 6 OTHER OPERATING INCOME AND EXPENSES
Group

Parent company

2015

2014

2013

2015

2014

–513

92

117

–141

92

-

-

3 559

-

-

Impairment of product rights

–3 590

-

-

-

-

Acquisition costs

–10 536

-

-

-

-

-

-

-

-

-

–14 639

92

3 676

–141

92

Exchange gains and losses, net
Income from acquisition of KB Odenplan Fastigheter 1)

Other
1)

Net after transaction costs, see the Administration report, page 19.

NOTE 7 INTEREST INCOME AND OTHER SIMILAR INCOME
Group

Interest income, capital gains/losses and dividends from short-term investments
Fair value gains and losses

2015

2014

75
75

Parent company
2013

2015

2014

186

333

18

186

-

–135

-

-

186

198

18

186

NOTE 8 INTEREST EXPENSE AND OTHER SIMILAR EXPENSES
Interest expense and other similar expenses for the Group amounted to KSEK 509 (13 and 18, respectively) relates of interest charges on banking accounts and financial leasing (see also note
20). For the Parent company, the entire amount of KSEK 281 (2) refers to interest charges on accounts payable.

NOTE 9 TAXES
In December 31 2015, there were tax losses of approximately MSEK 2 285 (2211) in the Group and MSEK 2 285 (2 211 and 2 143, respectively) in the parent company. Deferred tax assets attributable to tax loss is only included based on the extent that probably will be utilized. Deferred tax assets attributable to tax loss included only to the extent that they probably will be utilized.
The Parent Company´s unused tax losses impacted in 2013 primarily to the acquisition of Odenplan KB but also of the 2013 results. For Swedish limited companies, there are no temporal limitation on the ability to utilize tax losses.
Group

RECONCILIATION BETWEEN ACTUAL AND NOMINAL TAX

Parent company

2015

2014

2013

2015

2014

–78 192

–59 282

–22 078

–61 686

–59 281

Tax at nominal tax rate 22.0 % (22,0 % and 26.3 % respectively)

10 842

13 042

4 857

13 571

13 042

Tax effect from deductible items not recorded as expenses

3 909

1 847

-

3 910

1 847

-

-16

–26 620

-

–16

Tax effect from other non-deductible items

–2 035

-16

758

–1 111

–16

Tax effect of losses for which no deferred tax assets are recognized

–15 770

–14 857

-

–16 370

–14 857

160

-

21 005

-

-

–2 894

0

0

0

0

Reported loss before tax

Tax effect from non-deductible items not recorded as revenue 1)

Tax effect of previously unrecognized loss carryforwards
Tax on reported loss
Current tax in 2015 amounted to 2 894 thousand and deferred tax 1)

Refers to KB Odenplans properties in its entirety.

NOTE 10 NET INCOME
In 2015, 99% of the profit attributable to parent company shareholders and the remainder to non-controlling interests. In 2014 and 2013 the entire net income attributable to parent company's
shareholders.
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NOTE 11 EARNINGS PER SHARE
Earnings per share is calculated as profit for the year in relation to weighted average number of outstanding shares during the year. Data per share is calculated based on the following number
of shares. The number of shares each year before the rights issue have been adjusted for the bonus element of these rights issues in accordance with IAS 33 Earnings per share and adjusted for
the reverse share stock split.
NUMBER OF SHARES OUTSTANDING (000)

2015

2014

2013

Weighted-average during the year

41 892

35 472

31 772

At year-end

49 926

36 975

31 886

NOTE 12 ACQUISITIONS
I In August, Karo Pharma acquired Norwegian Apropharm AS and Swedish DnE Sweden AB for approximately MSEK 100. The two companies have a combined turnover of approximately MSEK
50 annually. The product portfolio consists mainly of pharmaceutical products in Norway and Sweden. A newly registered prescription drug for sore throat, Triolif, was launched in December
2015. In October, Karo Pharma acquired Swereco Group AB for MSEK 250. The company has sales of approximately MSEK 150 on an annual basis preferably to pharmacies, among others
consisting of products with the brands Mabs (medical compression stockings) and Dosett (medicine containers). In October, Karo Pharma also acquired MedCore AB for MSEK 18, mostly paid in
the form of new shares. By representing about 25 companies, MedCore sells mainly medical devices in anesthesia/critical care, diabetes, and surgery to the health care for approximately MSEK
50 annually.
Goodwill is attributable to the employees and the profitability of the acquired businesses and acquired platform and sales organization in Sweden and Norway. No part of recognized goodwill is
expected to be tax deductible.
If the acquisition had been implemented January 1, 2015 a consolidated pro forma shows revenues and earnings at December 31, 2015 to MSEK 233 and MSEK -92. The acquired operations
contributed with revenues of MSEK 65.2 and a net profit of MSEK 16.5 for the period September 1 to December 31 2015.
Acquisition calculations are preliminary until the final allocation between goodwill and other intangible assets are determined.
Acquired assets,
Real value (KSEK)

Swereco Group AB

MedCore AB

Apropharm AS /
DnE Sverige AB

Consideration

250 000

16 353

105 748

Product rights

100 100

3 500

48 500

Intangible assets

8 326

2 000

3 621

Deferred tax assets

6 7101)

-

-

Material assets

3 720

849

185

Accounts receivable and other receivable

46 352

23 289

9 876

Accounts payable and other liabilities

–20 811

–24 851

–5 815
–10 670

Deferred tax liabilities

–26 8351)

–770

Long-term liabilities

–28 500

–3 224

-

975

604

812

90 037

1 397

46 508

-

–1 647

-

159 963

16 603

59 240

250 000

16 353

105 748

Cash and cash equivalents
Non-controlling interests
Goodwill
Total
1)

Tax assets and liabilities have been offset in the balance sheet for Swereco Group AB

Impact on cash flow from the acquisition of operations in 2015
(ksek)
Consideration

372 101

Paid through offset issue

–148 353

Cash and cash equivalents in acquired companies

–2 390

Sum impact on cash flow

221 358

NOTE 13 GOODWILL, PRODUCTS, LICENSES AND SIMILAR RIGHTS
Licenses and similar rights consist of exclusive rights to technologies licensed in 2001 from Duke University in Durham, North Carolina, USA and licensed from the University of California, San
Francisco regard to scientific rights that were acquired in 1996. In 2007, a follow-up investment of KSEK 3 460 was made in a license from Duke University, in accordance with existing agreements. The value of product rights of the three acquired operating companies amounted to MSEK 165.9. In addition, rights to a cold spray and to the brand Allévo was acquisitioned in 2015 to a
total value of MEUR 78.0. This year's impairment of the rights of MSEK 3.6 is attributable to increased project costs after the acquisition of the cold spray.
Group

Parent company

2015

2014

2013

2015

2014

Licenses and
similar rights

Licenses and
similar rights

Licenses and
similar rights
74 719

Licenses and
similar rights

Goodwill

Sum

Licenses and
similar rights

Opening balance acquisition cost

33 779

-

33 779

33 779

33 779

74 719

Increase through business combination

165 917

236 174

417 091

-

-

-

-

Acquisition

78 024

-

59 434

-

-

73 965

-

–231

-

–231

-

-

-

-

Closing balance accumulated cost value

Translation difference

277 489

236 174

510 073

33 779

33 779

148 684

74 719

Opening balance depreciation

–33 779

-

–33 779

–33 779

–33 779

–74 719

–74 719

–648

-

–648

-

-

-

-

This year's depreciations
This year's impairment
Translation difference

–3 590
9

-

9

-

-

-

-

Closing balance accumulated depreciation

–38 008

-

–34 418

–33 779

–33 779

–74 719

–74 719

Closing residual value

239 481

236 174

475 655

0

0

73 965

0
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NOTE 14 EQUIPMENT, BUILDINGS AND LAND
Group
2015

Opening acquisition cost
Increase through business combination
Acquisition
Sales and disposals
Translation difference
Closing balance accumulated cost value
Opening balance depreciation
Sales and disposals
This year's depreciations
Translation difference
Closing balance accumulated depreciation
Closing residual value

Parent company
2014

2013

2015

2014

Equipment

Buildings
and Land

Sum

Equipment

Equipment

Equipment

Equipment

74 989

-

74 989

73 707

75 408

66 489

65 215

2 623

2 139

4 762

-

-

-

-

267

-

267

1 424

2 164

137

1 416

–22 487

-

–22 487

–142

–3 865

–14 093

–142

–12

-

–12

-

-

-

-

55 380

2 139

57 519

74 989

73 707

52 533

66 489

–70 939

-

–70 939

–69 207

–71 637

–62 568

–60 899

20 895

-

20 895

135

3 864

12 623

135

–1 747

–27

–1 774

–1 867

–1 434

–1 216

–1 804

0

-

0

-

-

-

-

–51 791

–27

–51 818

–70 939

–69 207

–51 161

–62 568

3 589

2 112

5 701

4 050

4 500

1 372

3 921

Laboratory equipment with a book value in the Group amounted to SEK 0 (129 and 184) were financed by financial leases.

NOTE 15 PARTICIPATION IN GROUP COMPANIES
Parent company

Opening balance acquisition cost

2015

2014

4 400

5 680

Acquisition

402 638

-

Liquidation

-

–1 280

407 038

4 400

Opening balance depreciation

–4 250

–5 530

Depreciation

–5 000

-

-

1 280

–9 250

–4 250

397 788

150

Closing balance acquisition cost

Liquidation
Closing balance accumulated depreciation
Net book value

Domicile

Reg.no.

Holding

No. of shares

Book value

Karo Pharma Research AB

Name

Huddinge, Sweden

556588-3641

100

1 000

100

Karo Bio Discovery AB

Huddinge, Sweden

556880-1541

100

50 000

50

Boden, Sweden

556757-3158

100

1 803

15 000
255 000

Tanomed AB
Swereco Group AB

Stockholm, Sweden

556767-3784

100

157 011

MedCore AB

Stockholm, Sweden

556470-2065

90.85

43 005 531

18 353

DnE Sverige AB

Stockholm, Sweden

556906-0105

100

1 000

28 084

Karo Pharma AS

Oslo, Norway

913 913 914

100

Sum shares and participations in Group companies

8 831

81 201

43 225 176

397 788

NOTE 16 PREPAID EXPENSES AND ACCRUED INCOME
Group
2015

2014

2013

2015

2014

Prepaid rent

1 593

1 222

1 182

1 208

1 222

Prepaid insurance

145

325

389

105

325

Prepaid licenses and other IT related expenses

68

1 133

1 762

68

1 133

Other

32
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2 676

372

443

-

372

4 482

3 052

3 776

1 381

3 052

NOTE 17 CASH AND CASH EQUIVALENTS
Group
Amount at December 31

Parent company

2015

2014

2013

2015

-

-

-

-

-

Cash and bank balances

76 490

51 609

22 799

68 732

51 549

Cash and cash equivalents

76 490

51 609

22 799

68 732

51 549

Short-term investments with maturities of less than 90 days

NOTE 18 SHAREHOLDER´S EQUITY
Share capital consists of 49,925,755 shares (36,974,688 and 31,885,613, respectively) with
a par value of SEK 0.04 (0.02 and 0.02, respectively). In April 2015, a new share issue was
carried out in order to acquire Tanomed AB, which resulted in 13,480,392 new shares. During
June 2015 a new share issue with preferential rights for existing shareholders was carried
out resulting in 249,914,510 new shares. In total, this resulted in an increase in share capital
from KSEK 5,268 to KSEK 18,793. In total, the share issues generated KSEK 232,374, in net
proceeds after transaction costs of KSEK 17,545. In August 2015, a share issue to Anders
Lönner of 200,000 new shares was carried out in order to achieve a number of shares for
each shareholder evenly divisible by 20, in order to implement the reverse stock split of 1:20

2014

which the EGM decided on August 7, 2015. After completion of the consolidation of shares,
total number of shares amounted to 46,992,903. In October 2015, a new share issue was
carried out in order to acquire Swereco Group. In November 2015, a new share issue was
carried out in order to acquire MedCore AB.
The total process resulted in an increase in share capital from KSEK 1,173 to KSEK 19,970.
At year-end, there were no outstanding warrants. No warrants were exercised during 2013
or 2014.
In accordance with the Board’s policy for dividend, the Board of directors will propose to
the annual general meeting to be held on 12 May 2016, that no dividend shall be paid for the
financial year 2014.

NOTE 19 DEFERRED TAXES
Amounts regarding deferred tax assets and liabilities in the balance sheet include:
MSEK

2015

2014

Deferred tax assets to be paid after more than 12 months

4 876

-

Deferred tax assets to be paid within 12 months

1 467

-

6 343

-

35 182

-

Deferred tax assets:

Deferred tax liabilities:
Deferred tax liabilities to be paid after more than 12 months
Deferred tax liabilities to be paid within 12 months

2 901

-

38 083

-

Offsetting

–6 343

-

Reported deferred tax liability

31 740

-

Deferred tax assets and liabilities reported in the balance sheet relate to the following:
2015
MSEK
Intangible fixed assets
Untaxed reserves
Other
Tax assets and liabilities, net

2014

Receivables

Liabilities

Net

Receivables

Liabilities

Net

6 343

33 655

–27 312

-

-

-

-

4 349

–4 349

-

78

–78

-

-

-

6 343

38 083

–31 739

-

-

-

Changes in deferred taxes is as follows:
MSEK

Intangible
assets

At December 31, 2014

Untaxted
Reserves

Other

Sum

-

-

-

0

Acquisitions of operations

–27 312

–4 349

–78

–31 739

At December 31 , 2015

–27 312

–4 349

–78

–31 739

NOTE 20 LONG-TERM LIABILITIES
Long-term liabilities in the balance sheet consists mainly of liabilities to credit institutions. None of the long-term debt mature later than five years after closing date.
Group
Amount at December 31
Within five years
After five years

2015

2014

21 026
21 026

Parent company
2013

2015

2014

18

-

26

18

-

-

-

-

18

-

26

18
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NOTE 21 OTHER CURRENT LIABILITIES
Group
Amount at December 31

Parent company

2015

2014

2013

2015

Short-term loans

92 292

-

-

74 055

2014
-

Short-term debt for the purchase of product rights

65 539

-

-

65 539

-

Tax liabilities

2 621

-

-

-

-

Unearned revenue

1 039

-

5 297

384

-

Other

5 125

1 700

1 909

921

1 480

166 616

1 700

7 206

140 899

1 480

NOTE 22 ACCRUED EXPENSES AND DEFERRED INCOME
Group
Amount at December 31
Accrued employee related expenses
Deferred income

Parent company

2015

2014

2013

2015

2014

11 753

10 876

4 093

4 803

10 876

-

-

330

-

-

4 439

-

-

-

-

Accrued research and development expenses

1 372

2 243

633

1 372

2 243

Other

11 631

1 162

533

4 408

1 162

29 195

14 281

5 589

10 583

14 281

Accrued return expenses relating to the expiry date

NOTE 23 CONTINGENT LIABILITIES
In 2013, Karo Pharma was awarded a research grant of MUSD 0.5 from the National MS
Society with conditional repayment. In the event that Karo Pharma manages to out-license
the ERbeta project, MS Society is entitled to 20 per cent of what Karo Pharma from time to
time receives in the form of milestone payments and similar payments up to a cumulative
amount of five times the financing provided corresponding to MUSD 2.5.
Karo Pharma’s collaboration agreements with former partners Abbot Laboratories and
Bristol-Myers Squibb remain in effect. The agreements have varying terms in the event that
one of the parties wishes to conclude its active participation.
Certain situations stipulate mutual rights of participation in the other party’s future
revenue from a concluded collaboration or compound surrendered. Regarding the agreement with Bristol-Myers Squibb and the compound KB2115 (eprotirome), Karo Pharma is
obligated to pass on part of its future revenue from the compound to Bristol-Myers Squibb,
both in the form of one-time payments from a licensing partner and in the form of royalty
payments on future product sales.

Pursuant to agreements with a handful of external partners, they are entitled to royalty
and/or milestone payments attributable to Karo Pharma’s future revenues. One agreement
gives the counterparty the right to receive a milestone payment and royalty payments
attributable to Karo Pharma’s future US-related revenues from the thyroid receptor area.
These payments constitute, in full, a limited share of Karo Pharma’s future revenue in this
area. Another agreement gives the counterparty the right to royalty payments of 5 per cent
attributable to Karo Pharma’s future revenue from certain indications within the GR area.
Karo Pharma has also entered into an agreement with staff to waive salary under 2013 in
exchange for certain compensation in the event that the company have reported net profits
by the end of 2017. At maximum, this can amount to MSEK 3.1 including social security
contributions.

NOTE 24 ADDITIONAL INFORMATION ON CASH FLOW STATEMENTS
Group

Interest received
Interest paid
Income taxes paid

Parent company

2015

2014

2013

2015

2014

77

184

446

20

184

–451

–2

–3

-

–2

-

-

-

-

-

NOTE 25 OPERATING LEASING
Leasing costs for the year amounted to KSEK 7,242 (4,063 and 5,538, respectively) for the Group and KSEK 5,489 (4,125) for the Parent Company. Future minimum lease payments on noncancelable lease contracts fall due as follows. Most contracts state lease payments that are either linked to inflation or based on flexible interest rates. The leasing agreements relate to laboratory and office space and laboratory equipment.

Group
Amount at December 31
Within one year
Later than one, but within five years
Later than five years
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Parent company

2015

2014

2013

2015

4 624

4 064

4 062

880

2014
4 119

10 538

4 064

8 120

826

4 064

-

-

-

-

-

15 162

8 128

12 182

1 706

8 183

NOTE 26 INTER-COMPANY PURCHASES AND SALES
Karo Pharma AB did not purchase any servicies from subsidaries in 2015, 2014 or 2013.

NOTE 27 REMUNERATION TO AUDITORS
Group
GROUP AND PARENT COMPANY (KSEK)

2015

Parent company

2014

2013

2015

2014

PwC
-Auditing commission

855

410

485

500

410

-Auditing in addition to the audit commission

355

104

131

355

104

29

9

35

28

9

-

-

-

-

-

1 239

523

651

884

523

Liabilities and
accounts receivable

Financial assets that
may be sold

Total

-Tax guidance
-Other assignments
Total

NOTE 28 FINANCIAL INSTRUMENTS AND RISKS AS WELL AS SENSITIVY ANALYSIS
FINANCIAL INSTRUMENTS PER CATEGORY
31 December 2015
Assets on the balance sheet
Accounts receivable and other receivables (excluding accrued receivables)

32 121

–

32 121

Cash and cash equivalents

76 490

–

76 490

Total

108 611

0

108 611

Other
financial
liabilities

Total

Liabilities on the balance sheet
Borrowing

33 683

30 143

Short liabilities to related parties

74 055

74 055

Accounts payable and other liabilities excluding non-financial debt

94 918

94 918

202 656

199 116

Liabilities and
accounts receivable

Financial assets that
may be sold

Total

Total

31 December 2014
Assets on the balance sheet
Accounts receivable and other receivables (excluding accrued recivables)

483

–

483

Cash and cash equivalents

51 609

–

51 609

Total

52 092

0

52 092

Other
financial
liabilities

Total

31 December 2014
Liabilities on the balance sheet
Liabilities regarding financial leasing

137

137

Accounts payable and other liabilities excluding non-financial debt

3 715

3 715

Total

3 852

3 852

Maturity analysis
31 December 2015

Less then 12
months

Between 1
and 5 years

Total
contractual
cash flows

Carrying
value assets/
liabilities

Accounts payable and other liabilities excluding non-financial debt

94 918

-

94 918

94 918

Borrowing

86 610

22 280

108 890

107 738

Total financial liabilities

181 528

22 280

203 808

202 656
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FINANCIAL RISKS
Karo Pharma, like any other business enterprise, is exposed to various
risks that change over time. The relevant risks for Karo Pharma can be
broken down into commercial risks and financial risks. Karo Pharma’s
financial policy determines allocation of responsibility for the finance
operations, which financial risks the company is willing to assume
and guidelines for how such risks are to be reduced and managed.
Financial risk management is centralized and is the responsibility of
the chief financial officer. The policy, which is reviewed and approved
annually by the Karo Pharma Board of directors, is developed to control and manage the following risks:
• Foreign currency risk
• Funding risk
• Liquidity risk
• Interest rate risk
• Credit risk in investments
FOREIGN CURRENCY RISKS
Changes in foreign currency rates have an impact on Karo Pharma’s
earnings and equity in different ways:
• E
 arnings are affected when revenues and expenses are denominated in different currencies – transaction risk
• E
 arnings are affected when assets and liabilities are denominated
in different currencies – translation risk
Operational currency risks
Karo Pharma operates in an international industry. Most of the company’s revenues have been denominated in US dollar and approximately
64 (83 and 84, respectively) per cent of expenses are incurred in
Swedish krona. The remainder of Karo Pharma’s expenses is mainly
denominated in euros, British pounds (GBP) and US dollars (USD).
This leads to an exposure to currency fluctuations, a combination of
translation and transaction risks. Karo Pharma’s reporting currency is
Swedish krona.
The table on the next page indicates the effect on Karo Pharma’s
revenues and operating result, if the Swedish krona is strengthened by
10 per cent. Both translation and transaction risks have been considered. The total effect on the operating result would be MSEK -3.3 (-1.1
and -3.4, respectively).
At year-end 2015, there were no active forward contracts. At yearend 2013, the total nominal value of existing currency forward contracts was MSEK 5.5, with an average time to maturity of 0 months.
At year- end 2013, the unrealized gain on these contracts amounted
to MSEK 0.1. There were no active currency forward contracts at 2015,
2014 or 2013, and the operating losses for these years have not been
affected by any matured currency forward contracts.
Financial currency risks
Risks in financial flows related to liabilities and investments is reduced
by making investments in Swedish krona, unless an investment using a
foreign currency would serve as a hedge of an existing exposure.
Funding risk
The risk that the company will not have access to necessary financing
at all times is defined as funding risk. From time to time, the company
has raised additional funds in the capital market to secure sufficient
funds for the operations and stability of the company. The aim is to
always have sufficient capital for at least 12 months of operations. A
recurring review of funding needs is carried out in combination with
an assessment of capital market developments to evaluate financing
strategies. For further information, see under the headline continued
operations in the Administration report.
The equity credit facility entered into in connection with the new
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share issue in 2010 was adjusted during the third quarter of 2011 so
that it could be utilized at the then current share price, which is not
possible at the prevailing share price. The mandate to utilize the credit
facility will be annually submitted to the Annual General Meeting. The
option to utilize the equity credit facility expired in the fourth quarter,
2013.
Liquidity risk
Liquidity risk refers to the risk that the company will not have sufficient monetary assets readily available to pay current foreseen or
unforeseen expenditures. The risk is associated with the supply and
maturity of short-term investments and the risk that there is no market for a specific instrument that the company intends to sell. Liquidity
risk is managed by structuring the maturities of investments based on
cash flow forecasts and also by limiting investments in bonds with low
liquidity on the second-hand market. Weighted remaining duration
of short-term investments was 0 months (0 and 3 respectively) at
year-end.
Interest rate risk
Interest rate risk is the risk that a change in interest rates will cause a
negative impact on the value of interest-bearing assets. In accordance
with policy, investments are made with variable terms and maturities. The immediate impact on short-term investments if the interest
rate would decrease by one percentage is 0 per cent (0 and 0.22,
respectively) or MSEK 0 (0 and 0.1, respectively). The interest-bearing
short-term borrowing is mainly attributable to a loan from Anders
Lönner of about MSEK 74 that mature during the second quarter in
2016. Other short-term borrowings is primarily attributable to a bank
loan of MSEK 27, where the short-dated part amounts to MSEK 6. If
interest rates would change instantaneously +/- 1 percentage point
would Karo Pharma`s profit after tax change of +/- MSEK 0.3 (0) on
an annual basis, given the loan amount and interest rate bonds that
existed on December 31, 2015.
Credit risk in investments
Credit risk refers to the risk that Karo Pharma will not receive payment
for an investment. The credit risk is divided into an issuer’s risk and a
counterparty risk. Issuer’s risk is the risk that the securities, which Karo
Pharma owns, will lose their value because the issuer cannot meet its
commitments in the form of interest payments and payments on the
due date. Counterparty risk is the risk that the party that from which
Karo Pharma buys investments from or sells investments to cannot
provide securities or fails to make payments as agreed.
The policy manages credit risk by regulating which parties Karo
Pharma can do business with and what credit ratings are required for
investments. There is no material concentration of credit risks.
Fair value of assets and liabilities
Short-term investments comprise investments in money market
instruments, highly liquid bonds with maturities of less than five years
and investments in highly liquid fixed income mutual funds. These
assets are classified as financial assets at fair value through profit and
loss. This entails that the assets are stated at fair value in the balance
sheet, defined as market value. Changes in fair value are included in
financial items in the income statement.
Karo Pharma’s financial instruments are traded in active markets
with readily and regularly available quoted market prices which
represent actual and regularly occurring market transactions on an
arm’s length basis. Thus, these are classified as level 1 according to
IFRS 7. The fair value of Karo Pharma’s financial assets measured at
fair value through profit and loss, defined as the quoted price in the
market, amounts to MSEK 0 (0 and o, respectively). For other assets
and liabilities, book value corresponds to market value.

CURRENCY EFFECTS (MSEK)
Sensitivity analysis
Effect on consolidated revenues and operating result before hedging transactions, when
the Swedish krona strengthens by 10 per cent.

Revenues

Operating
profit/loss

USD

–0.1

–0.2

Euro

–0.4

–1.3

GBP

-

–0.3
–1.5

Currency

NOK

–1.8

Other

–0.2

0

Total

–2.4

–3.3

NOTE 29 SEGMENT INFORMATION
Based on the information that is processed by the Group’s management team and used to make strategic decisions, Karo Pharma’s operations consists
of a single operating segment, namely development and sales of products to pharmacies and health care. When evaluating the business and in strategic
discussions and decisions, no break- downs are made of the business in additional operating segments. Development of Karo Pharma’s drug projects is an
integrated process in Karo Pharma´s operations.
The following table shows the revenues and assets by geographic area.
Group
2015

2014

2013

Sweden

43 810

5 793

960

Norway

25 051

-

-

234

24 267

46 069

69 095

30 060

47 029

Sweden

373 637

4 064

4 500

Norway

107 740

-

-

-

-

-

481 377

4 050

4 500

KSEK
Revenues

Rest of the world
Non-current assets

Rest of the world

NOTE 30 TRANSACTIONS WITH RELATED PARTIES
Karo Pharma has no transactions with related parties as defined in IAS 24 related Party disclosures to disclose other than those named in note 2
regarding remuneration to members of the Board and executive management.

NOTE 31 SIGNIFICANT EVENTS AFTER THE END OF THE FISCAL YEAR
The Board proposed a rights issue to existing shareholders of approximately MSEK 250 before transaction costs. Underwriting agreements were obtained,
equivalent to 100 per cent of the issue, of which the Chairman Anders Lönner accounted for over 97 per cent. The Board also proposed an over allotment
option of MSEK 30.
The Board further proposed a name change of the company to Karo Pharma AB. With the aim to give the company a name that better reflects the combination of the operations’ projects and sales of products on the market.
To resolve on the proposals, the Board called an Extraordinary General Meeting, on March 16, 2016, at 15:00 in Karo Pharma´s premises at Novum Research
Park (8th floor, elevator E), Hälsovägen 7, Huddinge. The AGM resolved on the issues in accordance with the proposals.
The company also holds 99.4 per cent of the shares in MedCore and has initiated the redemption of the remaining shares in MedCore, so-called
compulsory purchase.
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The Board of Directors and the CEO declare that the consolidated
financial statements have been prepared in accordance with IFRS as
adopted by the EU and give a true and fair view of the Group’s financial
position and results of operations. The annual report has been prepared
in accordance with generally accepted accounting principles and give a
true and fair view of the Parent company's financial position and results
of operation. The statutory Administration report for the Group and

the Parent company provides a fair review of the development of the
Group’s and the Parent company’s operations, financial position and
results of operations and describes material risks and uncertainties facing the parent company and the companies included in the Group. The
income statements and balance sheets will be presented for the annual
general meeting on May 12, 2016 for adoption.

HUDDINGE APRIL 20, 2106

Maria Sjöberg
CEO

Anders Lönner
Executive chairman

Thomas Hedner
Board member

Per-Anders Johansson
Board member

Göran Wessman
Board member

Jean Lycke
Board member

OUR AUDIT REPORT WAS ISSUED APRIL 20, 2016
PricewaterhouseCoopers AB

Mikael Winkvist
Authorized Public Accountant
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AUDITOR’S REPORT
To the annual meeting of the shareholders of Karo Pharma AB (publ),
corporate identity number 556309-3359
REPORT ON THE ANNUAL ACCOUNTS
AND CONSOLIDATED ACCOUNTS
We have audited the annual accounts and consolidated accounts of
Karo Pharma AB (publ) for the year 2015. The annual accounts and consolidated accounts of the company are included in the printed version of
this document on pages 18–38.
Responsibilities of the Board of Directors and the Managing Director
for the annual accounts and consolidated accounts
The Board of Directors and the Managing Director are responsible for
the preparation and fair presentation of these annual accounts and consolidated accounts in accordance with International Financial Reporting
Standards , as adopted by the EU, and the Annual Accounts Act, and for
such internal control as the Board of Directors and the Managing Director determine is necessary to enable the preparation of annual accounts
and consolidated accounts that are free from material misstatement,
whether due to fraud or error.
Auditor’s responsibility
Our responsibility is to express an opinion on these annual accounts
and consolidated accounts based on our audit. We conducted our audit
in accordance with International Standards on Auditing and generally
accepted auditing standards in Sweden. Those standards require that
we comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance about whether the annual accounts and
consolidated accounts are free from material misstatement.
An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the annual accounts and consolidated accounts. The procedures selected depend on the auditor’s judgement, including the assessment of the risks of material misstatement of
the annual accounts and consolidated accounts, whether due to fraud
or error. In making those risk assessments, the auditor considers internal
control relevant to the company’s preparation and fair presentation of
the annual accounts and consolidated accounts 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. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of accounting
estimates made by the Board of Directors and the Managing Director,
as well as evaluating the overall presentation of the annual accounts and
consolidated accounts.
We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.
Opinions
In our opinion, the annual accounts have been prepared in accordance
with the Annual Accounts Act and present fairly, in all material respects,
the financial position of the parent company as of 31 December 2015 and
of its financial performance and its cash flows for the year then ended in
accordance with the Annual Accounts Act. The consolidated accounts

have been prepared in accordance with the Annual Accounts Act and
present fairly, in all material respects, the financial position of the group
as of 31 December 2013 and of their financial performance and cash flows
for the year then ended in accordance with International Financial Reporting Standards, as adopted by the EU, and the Annual Accounts Act.
The statutory administration report is consistent with the other parts of
the annual accounts and consolidated accounts.
We therefore recommend that the annual meeting of shareholders
adopt the income statement and balance sheet for the parent company
and the income statement and financial position of the group.
Report on other legal and regulatory requirements
In addition to our audit of the annual accounts and consolidated
accounts, we have also audited the proposed appropriations of the company’s profit or loss and the administration of the Board of Directors and
the Managing Director of Karo Pharma AB for the year 2015.
Responsibilities of the Board of Directors and
the Managing Director
The Board of Directors is responsible for the proposal for appropriations
of the company’s profit or loss, and the Board of Directors and the Managing Director are responsible for administration under the Companies
Act.
Auditor’s responsibility
Our responsibility is to express an opinion with reasonable assurance on
the proposed appropriations of the company’s profit or loss and on the
administration based on our audit. We conducted the audit in accordance with generally accepted auditing standards in Sweden.
As a basis for our opinion on the Board of Directors’ proposed appropriations of the company’s profit or loss, we examined whether the
proposal is in accordance with the Companies Act.
As a basis for our opinion concerning discharge from liability, in
addition to our audit of the annual accounts and consolidated accounts,
we examined significant decisions, actions taken and circumstances of
the company in order to determine whether any member of the Board of
Directors or the Managing Director is liable to the company. We also examined whether any member of the Board of Directors or the Managing
Director has, in any other way, acted in contravention of the Companies
Act, the Annual Accounts Act or the Articles of Association.
We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinions.
Opinions
We recommend to the annual meeting of shareholders that the profit be
appropriated in accordance with the proposal in the statutory administration report and that the members of the Board of Directors and the
Managing Director be discharged from liability for the financial year.
Stockholm on April 20, 2016
PricewaterhouseCoopers AB
Mikael Winkvist
Authorized Public Accountant
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CORPORATE GOVERNANCE REPORT
Introduction
The Board of Directors of Karo Pharma hereby submits the corporate
governance report for 2015, compliant with the Annual Report Act
(ÅRL 6 chapter 8 §) and the Swedish Code of Corporate Governance
(“the Code”) (available at www.corporategovernanceboard.se). Karo
Pharma has applied the Code since July 1, 2008.
The corporate governance report has been reviewed by the company’s auditor, in accordance with the Annual Reports Act. It does not
constitute a section of the formal annual report documentation.
The Group consists of the Parent Company, Karo Pharma AB, and
the subsidiaries, Karo Pharma AS, DnE Sweden AB, Swereco Group AB,
Tanomed AB, MedCore AB, Karo Pharma Research AB and Karo Bio
Discovery AB. The subsidiaries conduct no operations.
Deviation from the Code
Karo Pharma comply with the Code’s principle of “comply or explain”
and in 2015, Karo Pharma had a deviation to report, in terms of code
rule 9.1 that the Board of Directors shall establish a remuneration committee.
The Board of Directors has, based on its size and composition,
determined that the remuneration committee and the audit committee
tasks are best performed by the Board of Directors as a whole and have
deviation from code rule 9.1 that the Board of Directors should establish
a remuneration committee.
Shareholders
Karo Pharma AB’s shares have been listed on the NASDAQ Stockholm
exchange since 1998. As per December 31, 2015, the number of shareholders were 16,146 (12,141). According to the shareholder list provided
by Euroclear Sweden AB as per December 31, 2015, Försäkringsaktiebolaget Avanza Pension had accumulated shareholdings of 9.4 (9.1)
per cent, Anders Lönner 4.8 (2.7) and JP Morgan 4.4 (5.6) per cent. The
ten largest shareholders held 29.6 (31.6) per cent of the total number of
shares. The proportion of foreign shareholders amounted to 12 (15) per
cent. A proportion of 2.9 (3.3) per cent of shareholders held 500 shares
or fewer.
There are no limitations that apply to the transferability of Karo
Pharma shares due to either legal restrictions or the Articles of Association. To the best of Karo Pharmas’s knowledge, no agreements exist
between any shareholders that could possibly limit the transferability of
shares. No single shareholder controls more than 10 per cent of the total
number of shares in Karo Pharma.
No breaches of the listing agreement or good practice on the stock
market according to resolutions from the Exchange’s disciplinary
committee or the Swedish Securities Council disciplinary committee
occurred during the financial year.
Information regarding outstanding shares in Karo Pharma
On December 31, 2014, the company had a total of 676,263,159 shares
with a par value of SEK 0.02. Each share carries entitlement to one vote
and carries the same right to share in the company’s assets and profits.
In May, new share issues were conducted to existing share- holders, which in total of 229,914,516 of shares were issued at SEK 1.00,
corresponding to a total issue proceeds of approximately SEK 230
million before issue costs. The issue increased the number of shares to
939,858,060.
To get a more appropriate number of shares a consolidation of shares
was carried out in August where 20 shares were consolidated into one.
In connection with this, there was a minor issue of equalization shares to
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facilitate the transaction. The merger and the issue of shares, minimized
the number of shares from 939,858,060 to 46,992,903.
In October, Swereco Group was acquired where the consideration
was paid in shares. A total of 2,551,218 shares were issued to the
shareholders of Swereco Group’s, whereby the total number of shares
increased to 49,544,121 shares.
In November the company acquired 90 percent of MedCore AB
where the purchase price was paid in shares. A total of 381,634 shares
were issued to the shareholders of MedCore AB, whereby the total
number of shares increased to 49,925,755 shares.
On December 31, 2015, the total number of shares amounted to
49,925,755. The quota value was SEK 0.40.
General Meeting of the Shareholders
The highest decision-making body is the general meeting of the
shareholders, where the shareholders exercise their influence in the
company. Shareholders wishing to participate in the general meeting of
shareholders, either in person or via a representative, must have their
names entered in the shareholders’ register maintained by Euroclear
Sweden AB no later than five weekdays before the general meeting and
must report their intention to attend to the company in accordance with
the notice.
Notice of a general meeting of shareholders is given through notices
in the press and the company website (www.karopharma.com). The
annual general meeting shall be held within six months from the end of
the financial year. At the annual general meeting, shareholders vote on
proposed resolutions regarding such matters as the election of members of the Board of Directors and, where appropriate, the auditors, the
manner of appointment of the Nomination Committee and discharge
from responsibility for the members of the Board of Directors and CEO
for the past year. Resolutions are also adopted regarding the preparation of the financial statements, the allocation of profit or treatment of
loss, the fees for the Board of Directors and auditors, and guidelines for
remuneration to the CEO and other members of the executive management team.
Annual General Meeting 2015
The Board gave the Annual General Meeting (AGM) an account of their
work during the year and on corporate governance issues in general.
The CEO informed the AGM about the Group’s development and position, and commented on financial results for 2014.
The AGM approved the financial statements for 2014, decided on
the handling of the Company loss and discharged the members of the
Board from liability. The AGM decided that no dividend would be paid.
The AGM authorized the Board to – on one or several occasions and
until the next AGM – decide on the issuance of shares corresponding to
a maximum of 10 per cent of the registered share capital. The objective
of this authorization is to increase the company´s financial flexibility and
to facilitate acquisition with payment in shares.
The Nomination Committee’s Chairman informed on the work during
the year and reported the reasons for the suggested proposals. In
accordance with the proposal, Anders Lönner (re-election) was elected
Chairman, and Thomas Hedner (re-election), Per-Anders Johansson (re-elected), Göran Wessman (re-elected) and Jean Lycke (new
election) were elected as Board members. The AGM resolved on the
election of auditor and remuneration to the Board and auditor in accordance with the Nomination Committee’s proposal.
The minutes of the AGM held on April 29, 2015 are available at Karo
Pharma’s website (www.karopharma.com).

NOMINATION
COMMITTEE

GENERAL MEETING
AND SHAREHOLDERS

EXTARNAL
AUDITORS

REMUNERATION
COMMITTEE 1)

BOARD OF
DIRECTORS

AUDIT
COMMITTEE 1)

CEO &
MANAGEMENT TEAM

FINANCE, IT &
HUMAN RESOURCES

MARKET &
SALES

RESEARCH &
DEVELOPMENT

IMPORTANT EXTERNAL AND INTERNAL RULES, REGULATIONS
AND POLICIES AFFECTING CORPORATE GOVERNANCE
Important internal rules,
regulations and policies

Important external rules
and regulations

• Articles of Association

• Swedish Companies Act

• The Board of Directors’ work procedure

• Swedish Book-keeping Act

• Instructions for the CEO including instructions regarding financial reporting

• Swedish Annual Accounts Act

• Instructions to the respective Board
committees
• Information policy

• NASDAQ Stockholm's Rule Book
for Issuers
• Swedish Code of Corporate
Governance

• Insider policy
• Financial policy
• Risk management policy
• Financial manual
• Code of Conduct and provisions
regarding business ethics

1)

All of the committee's tasks are handled by the whole Board
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EXECUTIVE MANAGEMENT
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ANDERS LÖNNER (1945)
BOARD MEMBER AND CHAIRMAN SINCE
2014
Education: MSc.Pol. Sci. In 2014, nominated
Honorary Doctor of Medicine at Karolinska
Institutet.
Primary Experience: Previously CEO and
President Meda AB and before CEO Astra
Läkemedel with responsibility for, among
other things, Astra´s Nordic subsidiaries,
CEO Karo Bio AB and President.
Other assignments: Chairman of Ålstens
Gård AB. Board member of BEAMPOINT
AB, Sunda Sweden AB, Apotixa Aktiebolag,
Board alternate of Aktiebolaget Spännet.
Numbers of shares: 2 412 596

THOMAS HEDNER (1949)
BOARD MEMBER SINCE 2014
Education: M.D., Ph.D and MBA
Primary Experience: Professor in clinical
pharmacology at the faculty of medicine at
Gothenburg University at the department for
Innovation and Entrepeneurship. Founder of
several biomedical start-ups such as Blood
Pressure AB, DuoCort AB and Laccure AB.
Other assignments: Chairman of Medical Manual Europé AB. Board member of
Smartsun AB, Intorp Säteri AB, Santio
Forsk- ning AB, Blood Pressure AB and
Fastighets- aktiebolaget Bogesund.
Number of shares: 221 504

JEAN LYCKE (1964)
BOARD MEMBER SINCE 2015
Education: Engineering, Marketing Management and Management.
Primary Experience: Former Chairman
of Tanomed AB, and several other senior
positions in life science. Jean has a long
background in business development in the
pharmaceutical industry.
Other assignment: Board member and CEO
of Emerentia Gruppen AB. Board member of
BioResonator Good Eye AB, Santax Nordic
A/S and Intellego Technologies AB.
Number of shares: 34 161

GÖRAN WESSMAN (1948)
BOARD MEMBER SINCE 2011
Education: Biomedicine and Chemistry at
Uppsala and Gothenburg Universities.
Primary Experience: Chairman of Karo
Pharma since 2011 and board member since
2014. Göran Wessman has more than thirty
years of experience from leading positions in
the pharmaceutical and medical companies,
including established Nobel Biocare, Boule
Diagnostics and Carmel Pharma. Göran
has also worked as a consultant I business
development.
Other assignments: Chairman of Vicore
Pharma Holding AB, Protem Wessman AB
och ITIN Holding AB.
Numbers of shares: 322 223
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PER-ANDERS JOHANSSON (1954)
BOARD MEMBER SINCE 2012
Education: Mechanical Engineer with a focus
on process technology.
Primary Experience: Per-Anders Johansson is active an investor through CIMON
Enterprise and has years of experience in
technology and development. Cimon Enterprise has invested in and developed several
successful companies. Johansson also has a
long industrial experience from Karlskamn
Group, Nordico and Ellos where he held
leading positions.
Other assignments: The majority owner,
chairman and CEO of Cimon AB, and commitment in most of Cimon Group´s 20 subsidiaries. Chairman of Konfekta Norden AB,
C.F.S. Medical AB, Sparbanken i Karlshamn,
Diabetes Tools Sweden AB, Mina Gubbar i
Stockholm, Finansservice AB and Normic
Förvaltnings AB. Board member of Karo
Phama Aktie- bolag, CT Intressenter AB,
PT Stabilisation AB, Joesil Sweden Holding
AB and Normic Fastigheter AB: Board alternate of M & C Holding Aktiebolag.
Number of shares: 1 332 592

MANAGEMENT

MARIA SJÖBERG (1964)
CEO
Education: Ph.D., Associate Professor
Primary Experience: CEO of Karo Pharma
since February 2014, with responsibility
for R&D operations, previously Head of
Preclinical development at Karo Pharma.
Maria Sjöberg is employed by Karo Pharma
since 2011 and has extensive experience
in the biotechnology and pharmaceutical
industry including R&D/ Production Director
SentoClone AB, Senior Scientist AstraZeneca
Biotech, Section Head/ Project Leader KaroBio AB, Group Leader Karolinska Institutet.
Number of shares: 4 370

HENRIK PALM (1958)
CFO and VICE PRESIDENT
Education: Bachelor of Business Administration, University of Gothenburg.
Primary Experience: CFO of Karo Pharma
since 2011 and Vice president since February, 2015. Henrik Palm has many years of
experience as CFO and Controller of Ericsson
Group, Elektronikgruppen BK AB and Feelgood Svenska AB.
Number of shares: 13 499
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Extraordinary General Meeting in May 2015
An extraordinary General Meeting was held on May 25 2015 to decide
on a rights issue. The AGM approved a rights issue of approximately
MSEK 230 with preferential rights for existing shareholders, which
increased the share capital by a maximum of 4,598,244.45 SEK through
the issue of maximum 229,914,516 shares. The AGM also approved the
Board's proposal to authorize the Board to decide on issuance of additional shares in the event of over-subscription of rights issue.
The AGM also authorized the Board to decide on an issue, with or
without preferential rights for existing shareholders, of an additional
maximum of 20,000,000 shares at an issue price of SEK 1.00 per
share, in order to enable the company to receive additional proceeds of
approximately MSEK 20.
Protocol from the Extraordinary General Meeting are available on
Karo Pharma`s website (www.karopharma.com).
Extraordinary General Meeting in August, 2015
On August 7, 2015, a second Extraordinary General Meeting was held to
decide on a directed share issue, amendment of the Articles of Association and the consolidation of shares in order to achieve the appropriate
number of shares.
In order to enable the consolidation of shares the AGM decided to
increase the share capital by a maximum of SEK 5,999.93 through a
new issue of a maximum of 300,000 shares, which the Board can assign to each shareholder, making the holdings divisible by 20. The limit
for the number of shares of the company was changed to a minimum
of 25,000,000 and maximum of 100,000,000 shares. The meeting
decided on reverse split of shares (1:209, whereby 20 existing shares
are consolidated into one (1) new share.
Protocol from the Extraordinary General Meeting are available on
Karo Pharma`s website (www.karopharma.com).
Annual General Meeting 2016
Karo Pharma´s Annual General Meeting 2016 is held on Tuesday, May 12,
at 16:00 at Hotel Diplomat, Strandvägen 7a, Stockholm. Shareholders
who wish to have a matter addressed at the Annual General Meeting
must submit a written request to the Board in advance of the meeting.
More information is available on Karo Pharma´s website.
Nomination Committee
The AGM 2015 decided that 2014 regulations should continue to apply
to the Nomination Committee. The Chairman of the Board shall ensure

that by the end of the third quarter each year, the company’s by voting
rights five largest shareholders or shareholder groups are offered to
appoint one representative to the Nomination Committee. Where one
or more shareholders decline to appoint a member of the Nomination
Committee, the next shareholder in turn based on ownership should be
contacted with a mandate to appoint a member to the committee.
The Chairman is the convener of the Nomination Committee. If a
member leaves the Nomination Committee before the work is completed, the Nomination Committee shall, if it deems it necessary, invite the
same shareholder, or if it is no longer one of the major shareholders, the
next shareholder in terms of size to appoint a replacement. A change of
this kind shall be announced on the company’s website.
The Nomination Committee shall prepare proposals for resolution
as regards to the election of chairman for the general meeting, the
number of Board members and Deputies, fees to the Board of Directors
and auditor, the election of Chairman of the Board and other Directors
of the Board and auditors.
The term of office for the Nomination Committee runs until the new
committee is appointed. The Nomination Committee shall not receive
remuneration, but to the extent it considers necessary have the right to
contract other resources such as external consultants as part of their
assignment at the company’s expense, and to a reasonable extent.
External Auditors
According to the Articles of Association, Karo Pharma shall engage a
registered public accounting firm as external auditor. At the 2015 AGM,
the registered public accounting firm PricewaterhouseCoopers AB was
re-elected as auditor until the AGM 2016. Since the 2008 AGM, auditor
in charge has been Authorized Public Accountant Håkan Malmström, he
has informed that because of applicable rules on auditor rotation to vacate as auditor at the AGM. Mikael Winkvist was appointed new auditor.
The auditors review the accounting records and administration of the
Parent Company and the Group on behalf of the AGM. The external audit of the accounting records of the Parent Company and the Group and
the administration of the Board of Directors and the CEO is performed
according to generally accepted auditing standards in Sweden.
The company has entrusted the auditor to review one of the interim
reports for 2015 in accordance with the Code’s statues. Information
regarding the auditors’ fee is included in Note 27 in the 2015 annual
report.

REPORT JANUARY 1 –DECEMBER 31 2015
Attendance
Attendance exordinary Board traordinary Board
1)
meetings
mettings1)

Independent in
relation to the company and executive
management

Independent in
relation to the
company´s major
shareholders

Elected

Total annual fee,
KSEK

Anders Lönner (Chairman)

2014

420

6 (6)

17 (18)

No

Yes

Thomas Hedner

2012

150

6 (6)

18 (18)

Yes

Yes

Per-Anders Johansson

2014

150

6 (6)

18 (18)

Yes

Yes
Yes

Board member

Jean Lycke

2)

2015

112,5

4 (6)

13 (18)

Yes

Yes

Göran Wessman

2011

150

6 (6)

17 (18)

Yes

Christer Fåhraeus 3)

2011

37,5

2 (2)

5 (5)

Yes

Yes

Sibylle Lenz 3)

2013

37,5

1 (2)

5 (5)

Yes

Yes

1997

0

2 (2)

5 (5)

No

Yes

Employee representative
Bo Carlsson 3) 4)

1) The figures in parentheses indicate the number of meetings held during each member’s term
2) Elected at the annual general meeting 2014
3) Left at the annual general meeting 2015
4) Employed by Karo Pharma AB
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The Board of Directors
The Board of Directors has the overall task of administering the
company’s affairs on behalf of the shareholders in the best possible
manner. The Board shall continuously assess the Group’s operations,
development and financial situation, as well as assessing its operative
management. Among its other work, the Board determines issues concerning the Group’s strategic direction and organization, business plans,
financial plans and budget, and also makes decisions regarding important agreements, major investments and commitments, in addition to
financial, information and insider and risk management policies.
The Board of Directors works according to a work procedure that is
determined annually and which governs the frequency and agenda of
Board meetings, the distribution of material for meetings and matters
to be presented to the Board as information or for resolution. The working procedure further regulates the manner in which the tasks of the
Board are divided between the members of the Board and any Board
committees. The Board has also approved instructions for the CEO,
which regulate the division of duties between the Board of Directors,
the Chairman of the Board, and the CEO, as well as defining the authorities of the CEO.
The Chairman of the Board plans the Board meetings together with
the CEO. In advance of each Board meeting, the Directors receive a
written agenda and adequate supporting documents. At each regular
Board meeting, a review of operations is conducted, which includes
developments and progress within research and development, business
development, the Group’s operating results and financial position,
financial reporting and forecasts.
The Chairman leads the work of the Board of Directors, represents
the company in ownership issues, and is responsible for the assessment
of the Board of Directors’ work. In addition, the Chairman is responsible
for on-going interaction with management and for monitoring that the
Board fulfills its duties.
According to the Articles of Association, the Board shall consist of a
minimum of five and a maximum of nine members, elected by the general meeting of shareholders, with no deputy members. The Board is
competent to make decisions when more than half of the total numbers
of Directors are present.
The work of the Board of Directors in 2015
In 2015, six regular meetings and 18 extra board meetings have been
held. At all of these meetings, the Board of Directors has been competent to make decisions. Resolutions are made after an open discussion
in the Board, led by the Chairman.
Major matters dealt with in 2015 have included rights issues to shareholders, merger of shares and the acquisition of new business.
Board Committees
Based on its size and composition, the Board has resolved that the
respective tasks of the Compensation Committee and the Audit
Committee are best conducted by the Board in its entirety, and that no
preparatory committees should be appointed, which is a deviation from
the Code rule that the Board should form a remuneration committee.
The Board in its entirety thus attends to the matters designated for
preparatory Compensation and Audit Committees according to the
Companies Act and the Code.
Compansation Committee
The Compensation Committee’s responsibilities are discharged by the
full Board. The work is governed by instructions determined annually
by the Board of Directors, and included in the work procedures for the
Board.
These include submitting proposals for guidelines for remuneration
of senior executives, proposals to the Board on the salary and other
terms of employment of the CEO, determine salaries and employment
terms for other members of the executive management and develop
proposals for incentive programs and other forms of bonuses or similar
compensation to employees. The CEO may be rapporteur on issues
relating to the Compensation Committee but does not participate in
decisions on his or her own salary and employment terms.
At the AGM, the Board proposes guidelines for determining salaries
and other compensation for the CEO and other senior executives, for

approval by the shareholders.
For further description of the employment terms for senior executives and remuneration of the Board of Directors, see the administration
report in the annual report for 2015.
Audit Committee
The Board as a whole fulfills the tasks of the Audit Committee. The
tasks follows from instructions set annually by the Board and contained
in the Board’s work procedures. These include supporting the Board in
efforts to monitor and ensure the quality of financial reporting and the
effective- ness of the Company’s internal control and risk management.
The Board continuously meets the Company’s auditors, evaluate audit work, the auditors’ independence and approve any supplementary
services the company may procure from its external auditors.
CEO and executive management team
In his role as Executive Chairman, the Chairman leads the work of
the management team where the CEO and CFO are included. The
management team has joint monthly meetings to discuss the Group´s
earnings and financial position, the status of research and development
projects, strategic issues, and the monitoring of budgets and forecasts.
The CEO is responsible for the ongoing management of the company in
accordance with the Board’s instructions and guidelines.
The CEO execute the management’s decisions in the organization,
based on the Board´s established strategy and business objectives.
Each function responsible ensures that decisions are implemented and
follows up enforcements.
The executive management team is responsible for formulating proposals regarding the Group’s overall strategies and for implementing
these, as well as dealing with matters such as acquisitions and divestments. Information about the members of the executive management
team´s age, primary education, work experience, significant assignments outside Karo Pharma, own and affiliated holdings of shares in the
company, is reported on page 43.
INTERNAL CONTROL AND RISK MANAGEMENT
REGARDING FINANCIAL REPORTING
Introduction
The Board of Directors and the CEO are responsible for internal control,
as stipulated in the Swedish Companies Act. The responsibility of the
Board is also stipulated in the Code. The Annual Reports Act includes
requirements regarding the provision of information to external parties
about the company’s system for internal control and risk management
regarding the financial reporting.
Karo Pharmas’s processes for internal control regarding the financial
reporting are designed to provide with reasonable security, quality and
correctness in the reporting. The process is designed to ensure that the
reporting is prepared in accordance with applicable laws and regulations as well as requirements for listed companies in Sweden.
One premise to achieving this is that there is a satisfactory control
environment, reliable risk assessments are conducted, the existence of
established control structures and control activities and that information, communication, as well as follow-up, all function in a satisfactory
manner.
Internal audit
The Board of Directors has assessed the need for an internal audit
function, and has concluded that no such function can be justified in
Karo Pharma at present, with consideration of the scope of operations
and the fact that the Board of Directors’ follow-up of internal control is
deemed to be sufficient to ensure the effectiveness of internal control.
The Board of Directors will reassess the need for an internal audit function when any changes arise that may cause reassessment, although at
least once per year.
The Control Environment
Karo Pharma's organization is designed to respond quickly to market
changes. Operational decisions are therefore made at corporate level.
Decisions on strategy, alignment, acquisitions and general financial
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issues are made by Karo Pharma's Board of Directors and the Group’s
Management Team. The Board's work on internal control include
internal control of financial reporting and internal control from an
operational perspective. Risk management is an integral part of the
Board's internal control whose purpose is to ensure that operations are
managed in an effective and efficient manner.
Control Structure
A clear specification of roles and responsibilities is stipulated in the
Board’s work procedures and in the instructions for the CEO and the
Board Committees, respectively. The Board of Directors has the overall
responsibility for internal control. The CEO is responsible for the system
of procedures, processes and controls that have been developed for
the ongoing operations. These include guidelines and role descriptions
for the various officers of Karo Pharma and for the regular reporting to
the Board. Policies, processes, procedures, instructions and standard formats for the financial reporting and the on-going work with
the financial administration and financial issues are documented in
Karo Pharma’s Finance manual. Procedures and activities have been
designed to handle and address significant risks which are related to
the financial reporting and which are identified in the risk analysis. In
addition to the Finance manual, the most significant, overall groupwide governance documents are the finance policy, information policy,
insider policy, and the risk management policy.
Risk Assessment
At least once a year, a review is undertaken to identify and evaluate
Karo Phrma’s risk profile. This work also involves the assessment of
the preventive measures which are to be undertaken to reduce and
prevent risks in the Group. This work includes ensuring that the Group is
sufficiently insured and also includes the preparation of decision-making documentation as regards to any possible changes in policies,
guidelines and insurance coverage.
Karo Pharma’s system for identifying, reporting and addressing risks
is an integrated part of the on-going reporting to the management
team and the Board of Directors and forms a key foundation for the
assessment of risks in terms of errors in the financial reporting.
As part of the process, items in the income statement and balance sheet where the risk of significant error is greater are identified.
For Karo Pharma cash equivalents and financial assets represents a
substantial part of Karo Pharma’s total assets and are thus a potential
source of risk in financial reporting. Furthermore, the fact that Karo
Pharma’s administration is managed by a small number of individuals
has been noted as a risk, as the dependence on a few key individuals
is significant and the possibilities of separation between duties and
responsibilities are limited. Therefore, special importance has been
placed on designing controls to prevent and identify weaknesses in
these areas.
Control Activities
The major goal of the control activities is to prevent and, at an early
stage, identify errors in the financial reporting so that these can be
addressed and corrected. There are control activities both at the overall
and more detailed levels and these are both manual and automated in
nature. Authorization in the IT system is limited according to the established authorizations and specified responsibilities.
The finance function compiles monthly financial reports in which
results and cash flows for the former period are reported and in which
budget deviations are analyzed and commented.
Follow-up is conducted via regular meetings which review and
analyze these reports, together with the line managers and project
managers. In this manner, significant fluctuations and deviations are
followed which minimizes the risk of error in the financial reporting.
The closing of the books and annual financial statement work
involves processes which add further risks for errors in the financial
reporting. This work is of a less repetitive nature and includes a number
of instances characterized by assessment. Important control activities
includes securing that there is a well-functioning reporting structure
in which the line managers and project managers report according to
standardized reporting formats, and that important income statement
and balance sheet items are specified and commented.
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Information and Communication
Karo Pharma's information and communication channels shall support
a complete and accurate financial reporting which are timely. This is
achieved by all relevant guidelines and instructions for the internal
processes which are available to all affected employees. If necessary,
regular updates and notifications of changes to accounting rules/
guidelines, reporting requirements and requirements on information
disclosure are provided.
Information operations are regulated by an information policy. For
external communication, there are guidelines that ensure that the
company meets the highest demands on accurate information to shareholders and the financial market. Karo Pharma’s communication shall
be correct, transparent, timely and simultaneous to all stakeholders. All
communication shall be conducted in accordance with NASDAQ Stockholm’s Rule Book for Issuers. The financial information shall provide a
comprehensive and clear view of the company, its operations, strategy
and financial development.
The Board of Directors adopts the annual reports, financial statements and interim reports. All reports are published on the website
(www.karopharma.com) after having been published in accordance
with stock exchange regulations. The annual report is distributed via the
company website, and is made available in print on request.
Follow-up
The Board’s review of internal control regarding financial reporting is
conducted by, among other things, reviewing the work and reports of
the Chief Financial Officer and the external auditors. This work includes
ensuring that measures have been taken regarding any deficiencies
and also includes presenting proposals for measures which have been
produced in the context of the external audit. The review is conducted
with a focus on the manner in which Karo Pharma complies with its
framework and on the basis of the existence of efficient and goal-oriented processes for risk management, operational management and
internal control.
The external auditors review, on an annual basis, selected parts of the
internal control within the framework of the statutory audit. The auditor
reports the outcome of the review to the Board of Directors and the
executive management. Significant observations are reported, as applicable, directly to the Board of Directors. In 2015, as part of the audit
of accounts, the external auditors have reviewed the internal control of
select key processes and have reported on these to the Audit Committee, the Board of Directors and the executive management.
AUDITOR’S OPINION ON THE CORPORATE
GOVERNANCE STATEMENT
To the annual meeting of the shareholders in Karo Pharma AB (publ),
corporate identity number 556309-3359.
It is the board of Directors who is responsible for the corporate governance statement for the year 2015 on pages 40-46 and that it has been
prepared in accordance with the Annual Accounts Act.
As a basis for our statement that the corporate governance report
has been prepared and is consistent with the annual report and group
financial reporting, we have read the corporate governance report
and reviewed its statutory content based on our knowledge of the
company.
In our opinion, the corporate governance statement has been prepared and its statutory content is consistent with the Annual Accounts
Act and the consolidated account reports.
Stockholm on April 20, 2016 PricewaterhouseCoopers AB

Mikael Winkvist,
Certified Public Accountant

Tel 08-608 6000
contact@karopharma.se, www.karopharma.se
Adress
Nybrokajen 7
111 48 Stockholm
SWEDEN

