INVITATION TO SUBSCRIBE FOR SHARES IN
KARO PHARMA AKTIEBOLAG
Please note that the subscription rights are expected to have an economic value.
In order not to lose the value of the subscription rights, the holder must either:



exercise the subscription rights received and subscribe for new shares no later than 29 May 2018, or
no later than 25 May 2018, sell any subscription rights received which the holder does not intend to
exercise for subscription for new shares. Please note that for purposes of selling subscription rights a
legal person must have a so-called Legal Entity Identifier (LEI) and a natural person must have a socalled National ID (NID), please refer to section “Terms and conditions - Important information on
subscription of shares without subscription rights”.

Note that shareholders with nominee-registered shareholdings subscribes for new shares through the
respective nominee.
Distribution of the Prospectus and the subscription for shares in Karo Pharma is subject to restrictions in
certain jurisdictions, please refer to “Important information”.

346665-v5A

Joint Global Coordinators

IMPORTANT INFORMATION
INFORMATION TO INVESTORS
This prospectus (the “Prospectus”) has been prepared in connection with the forthcoming rights issue in Karo Pharma Aktiebolag of not more than 54,777,594 new shares
issued with preferential rights for existing shareholders (the “Offer”).
“Karo Pharma”, the “Company” or the “Group” refers to, depending on the context, Karo Pharma Aktiebolag, with registration number 556309-3359, the group in which
Karo Pharma Aktiebolag is the parent company or a subsidiary in the Group. “Joint Global Coordinators” refers to Skandinaviska Enskilda Banken AB (publ) (“SEB”) and
Swedbank AB (publ) (“Swedbank”), who acts as financial advisers to the Company in connection with the Offer.
A separate prospectus in Swedish has been approved and registered by the Swedish Financial Supervisory Authority (Sw. Finansinspektionen) in accordance with Chapter
2, Sections 25 and 26 of the Swedish Financial Instruments Trading Act (Sw. lagen 1991:980 om handel med finansiella instrument). Approval and registration does not imply
that the Swedish Financial Supervisory Authority guarantees that the factual information is correct or complete.
The Prospectus has been prepared in Swedish and English language versions. In the event of discrepancies between the versions, the Swedish version shall prevail.
The Prospectus and the Offer according to the Prospectus are governed by Swedish law. Disputes in connection with the Prospectus, the Offer and related legal relations
shall be settled exclusively by a Swedish court, whereby the Stockholm District Court shall be the first instance.
No measures have been, or will be, taken by Karo Pharma which would permit the shares to be offered to the general public in any jurisdiction other than Sweden.
In countries other than Sweden that are also members in the European Economic Area (“EEA”) and that have implemented Directive 2003/71/EC of the European
Parliament and of the Council (the “Prospectus Directive”), an offer of securities may only be made in accordance with exceptions in the Prospectus Directive and every
relevant implementation measure (including measures for implementation of the Prospectus Directive).
No subscription rights in the Offer, paid and subscribed shares (“BTA”) or new shares subscribed for in the Offer have been, or will be, registered under the United States
Securities Act of 1933 as amended (the “Securities Act”) and may not be offered, subscribed , utilised, pledged, sold, resold, delivered or transferred, directly or indirectly, in
or to the United States.
Nor does the Offer apply to persons residing in the Australia, Canada, Japan, Hong Kong, Switzerland, Singapore, South Africa, New Zealand or any other country where
such participation requires additional prospectuses, registration measures or other measures beyond those required by Swedish law. Accordingly, the Prospectus, marketing
materials or other materials attributable to the Offer may not be distributed in or to any jurisdiction where distribution or the Offer in accordance with the Prospectus
requires such measures or breaches the regulations of such jurisdictions. Subscription of shares and acquisition of securities in the Offer in violation of the above limitations
may be invalid. Persons who receive copies of the Prospectus must inform themselves of and comply with such restrictions.
Measures contrary to the restrictions may constitute breach of applicable securities legislation. Karo Pharma reserves the right, in its sole discretion, to cancel the
subscription of shares which Karo Pharma or its contractors consider may include an infringement or a breach of laws, regulations or provisions in any jurisdiction.
PRESENTATION OF FINANCIAL INFORMATION
Parts of the Company’s annual reports for the financial years 2017 (pages 24-51), 2016 (pages 22–47) and 2015 (pages 20–39) and interim report for the first quarter of 2018
(pages 10-16), which have been prepared in accordance with International Financial Reporting Standards, as adopted by the European Union (“IFRS”), are incorporated by
reference and form part of the Prospectus.
Some financial and other information presented in the Prospectus have been rounded off to make the information more accessible for the reader. Accordingly, the tables
contained in the Prospectus may, when added up, not correspond exactly to the subtotal quoted.
Unless otherwise expressly stated, no information in the Prospectus has been audited or reviewed by the Company’s auditor.
FORWARD-LOOKING INFORMATION AND RISK FACTORS
The Prospectus includes certain forward-looking statements. Forward-looking information is all statements in the Prospectus that do not relate to historical facts and events,
as well as statements related to the future, including expressions such as “consider”, “assess”, “expect”, “can”, “will” “want”, “should” “plan”, “appreciate”, “known to” or
similar expressions that identify information as a forward-looking. This applies in particular to statements and opinions in the Prospectus concerning future results, financial
position, cash flow, plans and expectations of the Company’s operations, future growth and profitability, and general economic and regulatory environment as well as other
factors affecting the Company. Forward-looking statements are based on current estimates and assumptions, which have been made to the best of the Company’s
knowledge. Such statements are subject to risks, uncertainties and other factors that may cause actual results, including the Company’s financial position, cash flow and
profitability, to deviate significantly from the results which are the basis of, expressly or indirectly, or described in, the statements, or imply that the expectations which are
the basis of, expressly or indirectly, or described in, the statements are not fulfilled or turn out to be less advantageous compared to the results which are the basis of,
expressly or indirectly, or described in the statements. The Company’s operations are exposed to a number of risks and uncertainties that may cause a future-oriented
statement to be incorrect or an estimate or calculation to become incorrect. Potential investors should therefore not attach undue confidence to the forward-looking
information herein, and potential investors are encouraged to read the following sections of the Prospectus: “Summary”, “Risk factors”, “Market description”, “Karo Pharma
before the acquisition”, “The acquisition of the LEO Portfolio”, “Selected financial information” and “Comments to the financial information”, which include a more detailed
description of the factors that may have an impact on the Company’s operations and the market in which the Company operates.
Neither the Company nor the Joint Global Coordinators can provide any guarantees as to the accuracy of the forward-looking statements made herein or as to the actual
occurrence of any predicted developments. In light of these risks, uncertainties and assumptions, it is possible that future events mentioned in the Prospectus may not occur.
In addition, forward-looking statements and forecasts attributable from external parties’ investigations referred to in the Prospectus may turn out to be incorrect. Factors
that may adversely affect the Company’s future performance and development compared from what is stated in forward-looking information include, but is not limited to,
those described in the section “Risk Factors”, the Company expressly disclaims all obligations to update these forward-looking statements to reflect any changes in its
expectations or any changes to events, conditions or circumstances on which such statements are based, unless such obligation is triggered by the law or Nasdaq Stockholm’s
rule book for issuers. All subsequent written and oral statements about the future attributable to the Company or to persons acting on its behalf are made entirely subject to
the uncertainty factors mentioned above and found elsewhere in the Prospectus, including those specified in the section “Risk Factors “.
INDUSTRY AND MARKET INFORMATION
The Prospectus includes industry and market information from third parties, as well as statistics and calculations from industry reports and studies, market surveys, publicly
available information and commercial publications. Such statements are identified by reference to the source.
Certain information regarding the market shares and other statements in the Prospectus, including the industry within which the Company operates and the Company’s
position in relation to its competitors, is not based on published statistics or information from independent third parties and therefore lacks source references. Such
information and such statements also reflect the Company’s best estimates based on information obtained from industry and business organisations and other contacts
within the industry in which the Company competes and information published by the Company’s competitors. The Company believes that such information and such
statements are useful for investors’ understanding of the industry in which the Company operates and the Company’s position within the industry. However, the Company
has no access to the facts and assumptions which are behind these figures and the market information as well as other information collected from publicly available sources.
Nor has the Company made any independent verifications of information on the market provided via third parties, the industry or official publications. Even though the
Company believes that its internal analyses are reliable, these were not verified by any independent source and the Company cannot guarantee their accuracy.
The Joint Global Coordinators accept no liability for the accuracy of any market or industry information in the Prospectus. The Company confirms that the information
provided by third parties has been accurately reproduced and, as far as the Company is aware and have been able to ascertain from information published by such sources,
no information has been omitted which would render the reproduced information to be incorrect or misleading.
FINANCIAL ADVISER
When preparing the Prospectus, the Company’s financial advisers SEB and Swedbank have relied on information provided by the Company and as all the information in the
Prospectus originates from the Company, the Joint Global Coordinators disclaim all liability in relation to the shareholders of the Company and other direct or indirect
financial consequences as a result of investment or other decisions based entirely or partly on information contained in the Prospectus.
With regard to the Offer, the Joint Global Coordinators represent the Company and no other party. The Joint Global Coordinators are not responsible to any party other
than the Company for the provision of advice in connection with the Offer or any other matter to which reference is made in the Prospectus.
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CERTAIN DEFINITIONS
In the Prospectus, among others the following definitions are used:
“Karo Pharma” or the “Company” means, depending on the context, Karo Pharma Aktiebolag (registration number 556309-3359)or the group in which Karo Pharma is the
parent company.
The “Offer” means the offer to subscribe for shares in Karo Pharma according to the Prospectus.
“Euroclear” means Euroclear Sweden AB (registration number 556112-8074).
“Joint Global Coordinators” means SEB and Swedbank.
The “Group” means Karo Pharma and its subsidiaries.
“Nasdaq Stockholm” means, depending on the context, the regulated market Nasdaq Stockholm or Nasdaq Stockholm AB.
The “Prospectus” means this prospectus.
“SEK”, “DKK”, “EUR”, “NOK” and “USD” means Swedish kronor, Danish kronor, euros, Norwegian kronor and American dollars. “k” means thousand, “m” means millions and
“bn” means billion.
“SEB” means Skandinaviska Enskilda Banken AB (publ) (registration number 502032-9081).
“Swedbank” means Swedbank AB (publ) (registration number 502017-7753).
See also the section “Glossary” for certain other terms used in the Prospectus.
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The Offer
Each share held in Karo Pharma on the record date entitles the holder to one (1)
subscription right. Two (2) subscription rights entitle the holder to subscribe for one (1) new
share(s). Unless all shares have been subscribed for by virtue of subscription rights, the
board of directors shall decide that allocation of shares without subscription rights shall
take place within the maximum amount of the issue. Such allocation shall primarily be
made to those who have also subscribed for new shares by virtue of subscription rights and
has applied to subscribe for new shares without the support of subscription rights. If
allotment to these cannot be fully realised, allocation shall be made pro rata to the number
of new shares subscribed for by subscription rights (and insofar this cannot be done, by
drawing of lots). Allocation shall in other hand be made to other parties who have
subscribed for subscription without the support of subscription rights. If allotment to these
cannot be fully realised, allocation shall be pro rata to the number of new shares subscribed
for by subscription rights (and insofar as this cannot be done, by drawing of lots). Thirdly,
allocation shall be made to those who have guaranteed the Offer in their capacity as
guarantors and in accordance with the terms of each guarantor’s underwriting undertaking.
Upon full subscription of the Offer, 54,777,594 new shares will be issued, which will provide
the Company with approximately SEK 1,315m before issue costs.
Subscription price: SEK 24.00 per share
Record date: 9 May 2018
Subscription period: 14-29 May 2018
Information regarding the share
Karo Pharma shares are traded on Nasdaq Stockholm, Mid Cap, under the ticker KARO.
ISIN code share: SE0007464888
ISIN code subscription right: SE0011204809
ISIN code paid subscribed share (BTA): SE0011204817
Subscription by exercise of subscription rights and payment
Subscription with subscription rights is effected through simultaneous cash payment during
the subscription period 14-29 May 2018.
Trading in subscription rights
Trading in subscription rights takes place from and including 14 May 2018 to and including
25 May 2018.
Trading in BTA
Trading in BTA takes place from and including 14 May 2018 to and including the day when
the share capital increase has been finally registered with the Swedish Companies
Registration Office (Sw. Bolagsverket), which is expected to occur on or around 8 June 2018.
Subscription without preferential rights and payment
Application for of subscription of shares without preferential rights shall be made on the
application form “Subscription without subscription rights” which can be obtained from
Karo Pharma at (www.)karopharma.se, from SEB at (www.)sebgroup.com/prospectuses and
from Swedbank at (www.)swedbank.se/prospekt. Allotted shares shall be paid in cash
according to the instructions on the settlement note sent as confirmation of allotment.
Nominee-registered accounts shall instead notify the nominee and pay allotted shares as
instructed by the nominee.
Subscription commitments and underwriting undertakings
Anders Lönner, working chairman of the board of directors, board members Per-Anders
Johansson, through his company Nomic AB, and Håkan Åström as well as the shareholder
and the nomination committee member Leif Edlund, who jointly represent approx. 17.8 per
cent of the share capital in Karo Pharma before the Offer, have undertaken through
subscription commitments to subscribe fully for their pro rata shares in the Offer. In
addition to the subscription commitments, Anders Lönner, Leif Edlund and Håkan Åström
have, through underwritings, undertaken to subscribe for shares in an amount of approx.
SEK 1,081m in the Offer. Leif Edlund has committed to subscribe for shares equivalent to an
amount of SEK 350m, Håkan Åström has committed to subscribe for shares equivalent to an
amount of SEK 50m, and Anders Lönner has committed to subscribe for shares for the
remaining amount. For their underwriting undertakings of approximately 82.2 per cent of
the Offer, the guarantors will receive a compensation of 2.5 per cent on the guaranteed
amount, corresponding to a total of approximately SEK 27m. In total, SEK 1,315m in the
Offer is covered by subscription commitments or underwriting undertakings, which
represents 100 per cent of the Offer. The subscription commitments and underwriting
undertakings have not been secured through pre-transaction, bank guarantee or similar
arrangements.
FINANCIAL INFORMATION
Interim Report for the period January - June 2018
19 July 2018

SUMMARY
The Prospectus summary consists of information requirements organised in
various items (the “Items”). These Items are numbered in sections A-E (A.1–E.7).
The summary set forth in this Prospectus contains all of the Items which are
required of a summary for the relevant type of securities and issuer. Since
certain points are not applicable to all types of prospectuses, there are gaps in
the numbering of the Items. Even if it is required that an Items is included in the
summary for the relevant securities and issuer, it is possible that no relevant
information can be provided regarding the Item in question. In such cases, the
information has been replaced with a brief description of the Item together with
the indication “Not applicable”.
SECTION A - INTRODUCTION AND WARNINGS
A.1

Introduction
and warning

A.2

Financial
intermediari
es

This summary should be read as an introduction to the Prospectus. Any
decision to invest in the securities should be based on a consideration by the
investor of the Prospectus as a whole. Where a claim relating to the
information in the Prospectus is brought before a court, the plaintiff investor
might, under the national legislation of Member States, have to bear the costs
of translating the Prospectus before the judicial proceedings are initiated. Civil
liability may only attach to those persons who produced the summary,
including any translations thereof, but only if the summary is misleading,
inaccurate or inconsistent with other parts of the Prospectus or if, together
with other parts of the Prospectus, it fails to provide key information to help
investors when considering investing in such securities.
Not applicable. Financial intermediaries are not entitled to use the Prospectus
for subsequent re-sale or final placement of shares.

SECTION B - ISSUER AND GUARANTORS
B.1

B.2

B.3

Company
name and
commercial
name
Registered
office, type
of company,
legislation
and country
Current main
business

The Company’s name (and commercial name) is Karo Pharma Aktiebolag,
registration number 556309-3359.

The Company is a Swedish public limited company incorporated in Sweden.
The registered office of the Company is in Stockholm. Karo Pharma’s
operations are carried out in accordance with Swedish law and the Company
is governed by the Swedish Companies Act (Sw. aktiebolagslagen).
Karo Pharma has a product range that creates positive cash flows and
profitability through the sale of well-established products and brands within
Specialty Pharma. The ambition is to add additional products and brands
through acquisition of companies, product rights as well as cooperation with
other pharmaceutical and development companies. An additional factor for
economic growth is based on developing the companies further and realising
synergies.

2 Invitation to subscribe for shares in Karo Pharma Aktiebolag

B.4
a

Trends in the
industry

Through the acquisition of the LEO portfolio, Karo Pharma is taking the next
step toward becoming a more pure Specialty Pharma company. Thanks to the
increased focus on pharmaceuticals, which will represent around 80 per cent
of the Company’s future sales, the Company has good prospects for further
improving profitability.
The following trend prevails in the industry in which the Company operates:
Increased average age
Europe has ageing populations and historically, the Scandinavian population
has among the highest life expectancy in the world1), 3), primarily driven by
reduced mortality in the average and retirement ages.2) The increased mean
age in society increases the need for healthcare and thus also the demand for
medicines.3)
1) Eurostat, “Population structure and ageing”, 2017.
2) The Public Health Agency of Sweden, 2016.
3) Nordic Medico-Statistical Committee, “Health statistics for the Nordic countries”, 2017.

B.5

Group
structure

B.6

Shareholders
with
mandatory
reporting
shareholding
(>5% of the
number of
shares)
Selected
historical
information

B.7

Karo Pharma is the parent company of the Group, which consists of 13 directly
and indirectly owned subsidiaries. Currently, registration matters are ongoing
regarding the formation of a subsidiary in Finland and a subsidiary in
Denmark, as well as a merger between Karo Pharma Oslo AS and Karo Pharma
Norge AS (previously named Weifa ASA).
As per the date of the Prospectus, the Company has two shareholders with
mandatory reporting shareholdings. Anders Lönner holds 12 216 345 shares
representing approximately 11.2 per cent of the number of shares and votes
in the Company and Avanza Pension holds 7 605 266 shares, representing
approximately 6.9 per cent of the number of shares and votes in the
Company. As per the date of the Prospectus, there are no other physical or
legal persons who hold five per cent or more of the shares or votes.
Historical information regarding Karo Pharma’s financial development for the
financial years 2017, 2016 and 2015, is stated below and have been prepared
in accordance with International Financial Reporting Standards, as adopted by
the EU (“IFRS”) and for the period 1 January - 31 March 2018 and for the
comparable period 1 January - 31 March 2017, prepared in accordance with
IAS 34 Interim Reporting. The financial information regarding the financial
years 2017, 2016, and 2015 has been collected from Karo Pharma’s Annual
Reports for 2017, 2016 and 2015, which are audited.
The information for the period 1 January - 31 March 2018 and for the
comparative period 1 January - 31 March 2017 is from the Interim Report for
the period 1 January - 31 March 2018.
Certain financial information presented in the Prospectus has been rounded
off to make the information more easily accessible to the reader. Accordingly,
figures in some tables may, when added up, not correspond exactly to the
subtotal quoted.
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CONSOLIDATED PROFIT AND LOSS STATEMENT IN SUMMARY
2018

2017

2017

2016

2015

Jan-Mar

Jan-Mar

Jan-Dec

Jan-Dec

Jan-Dec

Unaudited

Unaudited

Audited

Audited

Audited

267,063

139,333

657,606

347,261

69,095

-115,493

-64,540

-315,703

-198,536

-40,494

151,571

74,793

341,904

148,725

28,601

Distribution costs

-74,036

-34,653

-198,609

-112,787

-26,718

Administration costs

-14,355

-7,565

-43,650

-28,689

-27,150

-400

-1,361

-4,355

-5,259

-34,957

776

213

-15,385

27,583

-14,639

-88,016

-43,366

-262,000

-119,152

-103,464

25,395

12,313

61,744

21,937

6,743

Amount in SEKk
Net sales
Cost of goods sold
Gross profit
Operating expenses

Research and development costs
Other operating income and expenses
Total operating expenses
of which depreciation and write-offs

63,555

31,427

79,904

29,573

-74,863

-15,208

-12,007

-59,053

-9,735

-434

Profit before tax

48,347

19,420

20,851

19,838

-75,297

Tax

-1,184

1,930

-6,346

75,718

-2,894

Profit for the period

47,163

21,350

14,505

95,556

-78,191

47,164

21,352

14,516

95,556

-77,632

-1

-2

-11

-

-559

2018

2017

2017

2016

2015

31 Mar

31 Mar

31 Dec

31 Dec

31 Dec

Unaudited

Unaudited

Audited

Audited

Audited

2,976,131

1,420,213

2,923,110

1,432,012

475,655

Inventories

14,945

12,537

14,498

12,297

5,701

Fixed financial assets

76,974

9,465

79,686

37,801

21

Other current assets

311,539

179,640

285,968

169,390

84,670

Cash and cash equivalents

295,189

166,110

838,586

121,346

76,490

3,674,778

1,787,965

4,141,848

1,772,846

642,537

1,876,744

1,104,374

1,586,515

717,012

364,581

Deferred tax liability

83,332

57,467

89,537

59,371

31,740

Long-term liabilities

1,456,374

505,489

1,452,623

539,883

21,026

Short-term liabilities

258,328

120,635

1,013,172

456,580

225,190

3,674,778

1,787,965

4,141,848

1,772,846

642,537

Operating profit
Financial net

Profit for the period attributable to:
Shareholders of parent company
Non-controlling interest

CONSOLIDATED BALANCE SHEET IN SUMMARY

Amount in SEKk
Assets
Intangible assets

Total assets
Equity and liabilities
Equity

Total equity and liabilities

4 Invitation to subscribe for shares in Karo Pharma Aktiebolag

CONSOLIDATED CASH FLOW IN SUMMARY
2018

2017

2017

2016

2015

Jan-Mar

Jan-Mar

Jan-Dec

Jan-Dec

Jan-Dec

Unaudited

Unaudited

Audited

Audited

Audited

63,815

39,264

90,186

5,654

-67,036

-22,287

-4,393

-56,667

-41,772

14,825

Cash flow from the operating activities

41,528

34,871

33,519

-36,118

-52,211

Cash flow from investment activities

-2,057

14,967

-1,245,815

-995,927

-220,837

Cash flow from financing activities

-590,540

-5,026

1,931,054

1,076,402

297,929

Cash flow for the period

-551,068

44,812

718,759

44,357

24,881

Amount in SEKk
Cash flow from operating activities before
change in working capital
Change in working capital

KEY FINANCIAL RATIOS
The following table contains alternative key financial ratios that have not been
defined in accordance with IFRS. The Company estimates that these key ratios
provide a better understanding of the Company’s economic trends. Unless
otherwise stated, these ratios have not been audited and should not be
considered individually or as an alternative to performance key ratios that
have been prepared in accordance with IFRS. In addition, the key ratios, as the
Company has defined them, should not be compared to other key ratios with
similar names used by other companies. This is because key ratios are not
always defined in the same way, and other companies can calculate them
differently than the Company.

Amounts in SEKk
Net sales1
Net sales growth2
Gross profit

3

Gross margin

2

Operating expenses
EBITDA

3

2

EBITDA margin2
Earnings before tax

3

Earnings per share (SEK)

1, 4

Cash flow from operating activities

3

Cash and cash equivalents at the end of the
period3
Equity ratio2

2018

2017

2017

2016

2015

Jan-Mar

Jan-Mar

Jan-Dec

Jan-Dec

Jan-Dec

Unaudited

Unaudited

Audited

Audited

Audited

267,063

139,333

657,606

347,261

69,095

91.7%

69.3%

89.4%

402.6%

129.9%

151,571

74,793

341,904

148,725

28,601

56.8%

53.7%

52.0%

42.8%

41.4%

-88,016

-43,366

-261,999

-119,152

-103,464

88,950

43,740

141,648

51,510

-68,120

33%

31%

22%

15%

neg

48,347

19,420

20,851

19,838

-75,297

0.45

0.29

0.17

1.42

-1.73

41,528

34,871

33,519

-36,118

-52,211

295,189

166,110

838,586

121,346

76,490

51.1%

61.8%

38.3%

40.4%

56.7%

1. Defined according to IFRS.
2. Alternative ratio (not audited).
3. From the Company’s accounts (these constitute alternative key ratios).
4. Consideration of the bonus issue element in the issue of new shares and that outstanding warrants did
not entail any dilution effect.

Invitation to subscribe for shares in Karo Pharma Aktiebolag 5

FINANCIAL DEFINITIONS
Key financial ratios
Net sales growth

Definition
Percentage change of
net sales in the past
period compared to the same period
the previous year.

Purpose
The key ratio is relevant to analyse the sales development and
the Company’s ability to generate revenues.

Gross margin

Gross profit in relation to
net sales.

Gross margin is used to show the Company’s margin before
impact of costs such as distribution costs and administration
costs and expenses for research and development.

EBITDA

Operating profit before writedowns and depreciation

The key ratio shows the underlying result of the operations net
of the effect of depreciation and write-downs and provides a
picture of profit generated from the day-to-day activities.

EBITDA margin

EBITDA in relation to
net sales

EBITDA margin is used to measure operating profitability.

Equity ratio

Equity in relation to
balance sheet total

The equity ratio is relevant for investors and other stakeholders
who want to assess the Company’s financial stability and ability
to survive in the long term.

THE PERIOD 1 JANUARY - 31 MARCH 2018 COMPARED TO THE PERIOD 1
JANUARY - 31 MARCH 2017
The net sales in the first of quarter 2018 increased to SEK 267.1m (139.3). The
gross margin amounted to 56.8 (53.7) per cent for the period. The operating
profit amounted to SEK 63.6m (31.4). Investments amounted to SEK 2.1m in
the first quarter of 2018 compared to a positive investment amount of SEK
15.0m for the first quarter of 2017. The cash flow from operating activities
amounted to SEK 41.5m (34.9).
THE FINANCIAL YEAR 2017 COMPARED TO THE FINANCIAL YEAR 2016
The net sales of the Group in 2017 increased to SEK 657.6m compared to SEK
347.3m in 2016, equivalent to a net sales growth of 89.4 per cent. The gross
margin was 52.0 per cent in 2017 compared to 42.8 per cent in 2016.
Operating profit amounted to SEK 79.9m in 2017 compared to SEK 29.6m in
2016. Investments amounted to SEK 1,245.8m in 2017 compared to SEK
984.9m in 2016. Cash flow from operating activities amounted to SEK 33.5m
in 2017, an increase from SEK -36.1m in 2016.
THE FINANCIAL YEAR 2016 COMPARED TO THE FINANCIAL YEAR 2015
The group’s net sales in 2016 increased to SEK 347.3m compared to SEK
69.1m in 2015, equivalent to a growth in net sales of 402.6 per cent. The gross
margin was 42.8 per cent in 2016 compared to 41.4 per cent in 2015.
Operating profit amounted to SEK 29.6m in 2016 compared to SEK -74.9m in
2015. Investments amounted to SEK 984.9m in 2016 compared to SEK 481.6m
in 2015. Cash flow from operating activities amounted to SEK -36.1m in 2016,
an increase from SEK -52.2m in 2015.
SIGNIFICANT EVENTS DURING THE HISTORICAL FINACIAL PERIOD
The period 1 January – 31 March 2018
 Sale of shares in Oasmia at a value of SEK 17.8m
The financial year 2017
 Acquisition of Weifa at a net investment cost of SEK 1,322.7m, where
the essential asset item was the product rights of SEK 775.6m and
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goodwill of SEK 792.3m. The acquisition of Weifa resulted in
restructuring costs of SEK 28m
Milestone-compensation of SEK 17.9m from Pfizer
Loss of SEK 10.5m at the sale of shares in Oasmia
Two completed rights issues during the financial year 2017, which
contributed the company with SEK 965.1m in cash after transaction
costs

The financial year 2016
 Acquisition of BioPhausia at a net investment cost of SEK 973.8m,
where the essential asset item was product rights at a value of SEK
429.4m and goodwill of SEK 493.6m
 The Company discontinued providing research activities and will
instead use partners to develop projects and account for the research
costs
 Sale of the cancer project KB 9520, which affected the operating
profit positively by SEK 28.9m
 Positive effected earnings by SEK 75m as a result of an accrued tax
receivable attributable to the parent company’s tax loss carryforwards
 The rights issue completed in April 2016 contributed the Company SEK
279.6m in cash
SIGNIFICANT EVENTS AFTER 31 MARCH 2018
On 4 April 2018 Karo Pharma completed the acquisition of a product portfolio,
including an associated contract, from LEO Pharma A/S (the “LEO Portfolio”).
On 7 May 2018, a prosecutor filed an application for summons against the
Company’s chairman of the board of directors Anders Lönner regarding
aggravated insider trading. The prosecutor further claims that the Company
shall be ordered a corporate fine amounting to SEK 1m; that SEK 2,724,037 is
forfeitured; and that Anders Lönner is banned from business activities for a
period of 3 years.
On 9 May 2018, the board of directors resolved to repurchase own shares
with support from the authorisation granted by the annual general meeting
held on 3 May 2018.
Apart from as set out in this section, since 31 March 2018 no significant
changes have taken place in relation to the Company’s financial position or its
position in the market.
The planned rights issue will affect capital structure and indebtedness through
an increase in equity of around SEK 1,265m (issued amount SEK 1,315m minus
issue costs of around SEK 50m).
Issue amount
Issue guarantee
Other issue costs
Net additional capital

1,314.7
-27.0
-22.5
1,265.2

The capital added to the company in the rights issue will be used to amortise
Invitation to subscribe for shares in Karo Pharma Aktiebolag 7

part of the loans raised in connection with the acquisition of the business
from LEO Pharma A/S. This would entail a composition of liabilities and equity
as follows:
SEKk
Total short-term interest bearing liabilities

31 March 2018
1,128,551
0

With guarantee
Secured1

1,128,551
0

Without guarantee or security
Total long-term interest bearing liabilities

1,938,443
0

With guarantee
Secured1

1,938,443
0

Without guarantee or security
Total equity

3,163,806
65,733

Share capital
Other additional capital

3,098,074

1) Security for the short-term and long-term liabilities consist of pledged shares, pledged
brands and corporate mortgages.

B.8

Selected pro
forma
accounts

The purpose of the consolidated pro forma accounts is to report the
hypothetical impact of the acquisition of the LEO Portfolio and the loan
financing resulting from the acquisition on Karo Pharma’s financial position if
the acquisition had been completed on 31 March 2018. In this pro forma
accounting, only the pro forma balance sheet is included, since the acquisition
only relates to certain specific assets in operations that formed part of the
former owner’s larger integrated operations and therefore there is no
separate historical financial information with separate accounting of results or
where associated assets, liabilities and obligations are available. This means it
is impossible to prepare a pro forma profit and loss account that gives a fair
picture.
Karo Pharma applies International Financial Reporting Standards, as adopted
by the EU (“IFRS”) in its financial statements. The pro forma accounts are
prepared in accordance with Karo Pharma’s accounting principles as described
in the annual report for 2017. Accounting principles and calculation bases
remain unchanged compared to those applied in the annual report for 2017.
The pro forma accounts have been based on Karo Pharma’s group balance
sheet as per 31 March 2018 which is prepared according to IFRS/IAS 34 and
forms part of the interim report for the first quarter 2018, which is
incorporated in the prospectus by reference. The acquired assets were
purchased in EUR and have been converted, in the pro forma accounts, to SEK
at acquisition price (10.2816). The financing raised in connection with the
acquisition of the assets has been partly raised in EUR and in such part has
been recognised at the rate of the closing date rate according to the
Riksbank’s rate of exchange per 31 March 2018 (10.2931). Pro forma
adjustments have been made to reflect the acquisition of the LEO Portfolio
from LEO Pharma and the loan financing in connection with the acquisition.
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On 1 March 2018, Karo Pharma announced that the company had concluded
an agreement with LEO Pharma A/S to acquire a product portfolio with
associated agreements, constituting, among others, a platform for
distribution. On 4 April the acquisition of the LEO Portfolio from LEO Pharma
A/S was completed at a price of SEK 2,673.7m. The transaction costs
connected to the acquisition have been estimated at SEK 0.5m and have been
adjusted in the pro forma balance sheet under acquisition-related
adjustments.
BALANCE SHEET 31 MARCH 2018

Amount in SEKk

Karo Pharma

Acquired
assets

2,976,131

2,673,216

Acquisitionrelated
adjustments

Effect of loan
financing

Total

Assets
Intangible assets

(B)

5,649,347

14,945

Inventories

14,945
0

Deferred tax asset
Other fixed
financial assets

76,974
3,068,050

Total fixed assets

Other current
assets
Cash and cash
equivalents

2,673,216

0

311,539

Total current
assets
TOTAL ASSETS

Equity and
liabilities

76,974

-487

5,741,266

(C)

(A)

311 052

295,189

-2,673,216

2,627,812

(D)

249,784

606,728

-2,673,216

-487

2,627,812

560 836

3 674 778

0

-487

2,627,812

6,302,103

(G)

Equity

1,876,744

Total equity

1,876,744

-8,463
0

(C)

-8,463

1,868,281
0

1,868,281

Deferred tax
liability
Long-term
liabilities
Short-term
liabilities

1,456,374

10,363

(C)

310,724

(E)

1,777,461

258,328

-2,387

(C)

2,317,088

(F)

2,573,028

Total liabilities

1,798,034

0

7,976

2,627,812

4,433,822

TOTAL EQUITY
AND LIABILITIES

3,674,778

0

-487

2,627,812

6,302,103

(A)

83,332

83,332

Notes to pro forma assets and liabilities per 31-03-2018
The purchase price consists of cash payment of a total of SEK 2,673m.

(B)

The acquired assets consist of products rights and goodwill. No purchase price
allocation has been prepared yet, and accordingly no allocation between product
rights and goodwill has been done. The estimated useful period for the product
rights is 15 years.

(C)

Acquisition-related costs arising before the acquisition and therefore affecting the
pro forma balance sheet with a reduction of equity, increase of long-term liabilities
and reduction of tax liability. These acquisition-related costs consist of costs of
rearrangement of loans of SEK 10,363k and costs directly attributable to the
acquisition, primarily legal advice, of SEK 487k. The tax effect on these acquisitionrelated costs is estimated at SEK 2,387k.
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(D)

B.9

B.1
0
B.1
1

Earnings
forecast
result
Auditor’s
remark
Insufficient
working
capital

Effect cash and cash equivalents from loan financing
Raising of new loans
Arrangement fee
Total:

2,666.7
-38.9
2,627.8

(E)

Raising of new loans long-term part SEK 331.7m minus arrangement fee which is
expensed over the term of the loan SEK 21m.

(F)

Raised short-term loans SEK 2,255m + short-term part of long-term loan of SEK 80m
- arrangement fee which is accrued over the term of the loan of SEK 17.9m. Shortterm raised loans total SEK 2,255m. The Company intends to raise bond loans in the
amount of SEK 1,000m. The company also intends to carry out a rights issue which
will raise a total capital addition of SEK 1,265m after deduction for issue costs.

(G)

Equity and liabilities are not adjusted for the imminent rights issue.

Not applicable. The Prospectus does not contain any earnings forecast.

Not applicable. There are no remarks in the auditors’ reports.
In the Company’s assessment, the existing working capital is insufficient for
current needs in the next twelve months. In this context, working capital
means the Company’s access to financing for its ability to meet its payment
obligations in the next 12 months. As a result of the acquisition of the LEO
portfolio, the working capital deficit amounts to approximately SEK 959,811k.
Karo Pharma financed the acquisition of the LEO portfolio with a bank loan of
a total of SEK 4,232m which included refinancing of existing loans and of
which SEK 2,255m consists of two bridge loans. Through the Offer, which is
covered by subscription obligations or an issue guarantee totalling 100 per
cent, the Company is expected to provide approximately SEK 1,265m after
deduction for issue and guarantee costs. Of the proceeds from the rights
issue, SEK 1,255m will be used to repay the bridge loan. The remaining part of
the proceeds will be used to finance the working capital. If the Offer, despite
the present subscription commitments and the issuance guarantees (which
are not secured), does not bring in at least approximately SEK 959,811k,
sufficient working capital will not be available to repay the bridge loan.
Currently, Karo Pharma has no reason to assume that this will occur, but if it
were to do so, Karo Pharma will be forced to seek alternative financing for the
unpaid amount no later than 19 August 2018 (the Company can however,
extend the loan to no later than 19 November 2018) when one of the bridge
loans of SEK 1,255m becomes due for repayment. Examples of alternatives
may include additional share capital, bank financing or sale of assets, for
example sale of certain product rights or patents. The Company believes that
its possibilities of obtaining such alternative financing solutions are currently
good.
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SECTION C - SECURITIES
C.1
C.2
C.3

C.4

C.5
C.6
C.7

Securities
offered
Currency
Number of
shares and
quota value
per share
Rights
associated
with the
securities

Transfer
restrictions
Trade in
securities
Dividend
policy

The Offer comprises shares in the Company. The ISIN code of the shares is
SE0007464888.
The shares are denominated in Swedish kronor (SEK).
Karo Pharma’s share capital before the Offer amounts to SEK
43,821,592.713245, divided into 109,555,188 shares, each with a quota value
of SEK 0.399996. All shares are fully paid up.
All shares carry one vote at the general meeting. All shares have equal rights
to the Company’s assets in a liquidation event and to distribution of surplus.
The shares carry a right to dividends for the first time on the record date for
dividends which is first after the shares in the Offer have been registered with
the Swedish Companies Registration Office. The right to dividends vests in any
to persons who are registered in the share register kept by Euroclear as on the
record date determined by the general meeting. Shareholders normally have
a preferential right to subscribe for new shares, warrants and/or convertibles
in accordance with the Swedish Companies Act (Sw. aktiebolagslagen).
Not applicable. There are no restrictions to freely transfer the Company’s
shares.
The new shares will be, and the existing shares are, as of 3 April 1998, traded
on Nasdaq Stockholm.
Not applicable. Karo Pharma’s Board has not adopted any formal dividend
policy. Future dividends, if any, and the size of such dividends, depend on
among others Karo Pharma’s future operates, future prospects, result,
financial position, distributable funds, cash flow, working capital requirements
and general financial and legal restrictions.

SECTION D - RISKS
D.1

Primary risks
for the
Company
and its
market

The Company is subject to risks that are wholly or partly in the Company’s
control and that affect or may affect the Company’s operations, financial
position, results and future prospects. The risk factors set out below, which
are described in no particular order and without claiming to be exhaustive,
are considered the main risks for the Company’s future development. These
risks, which relate to the Company’s business and market, comprise:
Risks related to Karo Pharma’s products
There is a risk that users of the Company’s pharmaceutical products may be
subject to side effects. Side effects of the Company’s products may include
both identified and potential side effects, but also side effects that neither
Karo Pharma nor others can foresee. There is also a risk that the Company
may not be able to assess the extent of known side effects in advance. The
consequence of side effects may be that the products’ commercial use is
limited or prevented or that the demand for the products declines or ceases.
This may have a material adverse effect on the Company’s operations,
financial position, and results. Furthermore, Karo Pharma may be exposed to
liability claims associated with the Company’s pharmaceutical products and
the risks include, among others, a risk that a product liability claim may arise
in connection with manufacturing, marketing and sale of the Company’s
products. If any of these risks are realised, this could have a material adverse
effect on Karo Pharma’s business, financial position and result.
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Acquisitions
The acquisition of the LEO Portfolio entails integration risks. Among others,
there is a risk of problems with the use of supplied products or that current
management may be unable to handle the expanded business. Integration
may also be more costly than estimated and require so much attention from
key individuals in the Company that their focus on the day-to-day business is
affected. There is also a risk that the Company may have misjudged the value
of the LEO Portfolio.
Financing
The acquisition of the LEO Portfolio is financed partly with the issue proceeds
from the Offer, and partly with bank loans from SEB and Swedbank. The bank
loan includes repayment obligations for the Company and customary
covenants that the Company must comply with. There is a risk that the
Company may fail, in the future, to generate a sufficient cash flow for
purposes of handling the costs connected to the bank loan or that the terms
of the loan deteriorate due to factors connected with the Company, or
external factors, or that the Company may breach current terms and
obligations under the loan agreement. Inability to comply with the terms of
the loan agreement may lead to Karo Pharma being forced to repay all or
parts of the outstanding loans.
Intellectual property rights
Karo Pharma has acquired intellectual property rights developed by other
companies. The acquisition of the LEO Portfolio and also the previous
acquisitions of Weifa (name changed to Karo Pharma Norge AS) and
BioPhausia included product portfolios containing a range of brands. There is
a risk that a brand may suffer from impaired reputation, which may adversely
affect the product’s sales ability. Karo Pharma’s prospects for success depend
partly on the Company’s ability to obtain and defend patent protection for
potential and/or existing products and also to secure brand protection for
these products.
Key individuals
To a large extent, the Company depends on a number of key individuals,
mainly individuals serving on the Company’s board of directors and senior
executives, who possess extensive experience of and high expertise in
developing pharmaceutical companies as well as acquisition and integration
of new businesses. A potential loss of one or several of these may result in
negative financial and commercial effects for Karo Pharma. There is a risk that
the Company may fail in attracting and retaining qualified employees on
terms acceptable for the Company.
Supplier and partner agreements
The Group’s products are mainly produced by so-called lego-producers. In
order to ensure the Group’s sales, the Group is dependent on the accuracy of
third party deliveries in terms of agreed volumes, quality and delivery
requirements. Incorrect or failed deliveries form suppliers may entail that the
Group’s production is delayed, which, in the short-term, may lead to reduced
sales.
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D.3

Main risks
for securities

An investment in securities is associated with a number of risks. Such risks
may entail that the price of shares in the Company drops and investors may
lose all or parts of their investment. The main risks relating to the Company’s
shares include the following:
Fluctuation and liquidity
The price of the shares may be subject to fluctuations as a result of a changed
perception in the capital market regarding the shares or similar securities, due
to different circumstances and events. From time to time, the stock market
may undergo significant fluctuations in relation to price and volume that are
not necessarily related to the Company’s business or future prospects. The
risk of fluctuations in the share price is greater for shares with a low turnover.
If an active and liquid trade cannot be maintained, this may led to difficulties
in selling shares at a price and at a time that is considered appropriate, or at
all. The price of subscription rights received may be due, inter alia, to the price
development of outstanding shares in the Company and may be subject to
greater volatility than the price of such shares. A low liquidity and high
volatility in subscription rights may mean it becomes more difficult to buy
and/or sell the subscription rights.
Dividends
Resolutions on future dividends are made by the Company’s shareholders at
the general meeting. Future dividends, if any, and the size of such dividends,
depend on among others Karo Pharma’s future operates, future prospects,
result, financial position, distributable funds, cash flow, working capital
requirements and general financial and legal restrictions. There are many risks
that may adversely affect Karo Pharma’s business and entailing that Karo
Pharma may not achieve a result that will allow dividends on the shares in the
future.
New issues
The Company may need to issue additional shares or other securities in the
future, which may adversely affect the market price of outstanding shares.
Further, an issue of new shares may entail that the Company’s existing
shareholders are diluted if they do not, or cannot exercise their preferential
right or the general meeting decides to waive such preferential rights. The
Company may in the future offer warrants issued to certain senior executives
and other employees in Karo Pharma.

SECTION E - OFFER
E.1

Net revenues
and costs

E.2
a

Rationale for
Offer and
use of
proceeds

The Offer will provide the Company with SEK 1,315m before issue costs, which
are estimated to amount to SEK 50m, of which SEK 27m is attributable to
commission for underwriting undertakings.
On 1 March 2018 Karo Pharma announced that the Company had acquired a
portfolio of well-established and profitable products from the Danish
pharmaceutical company LEO Pharma A/S at a purchase price of EUR 260m.
The portfolio includes ten prescription and prescription-free drugs, including
Selexid®, Burinex® and Locobase®. In 2017, sales of the product portfolio
amounting to approximately EUR 70m, of which approximately 45 per cent in
the Nordic region, approximately 42 per cent in the rest of Europe and
approximately 9 per cent in the rest of the world. Karo Pharma completed the
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acquisition on 4 April 2018.

E.3

Form and
terms of the
Offer

If the Offer is fully subscribed the Company will generate SEK 1,315m after
issue costs, which are estimated to amount to SEK 50m. SEK 1,255m of the
issue proceeds will be used to repay the bridge loan of SEK 1,255m. The rest
of the proceeds will be used for financing the working capital. If the Offer,
despite the present subscription commitments and the issuance guarantees
(which are not secured), does not bring in at least approximately SEK
959,811k, sufficient working capital will not be available to repay the bridge
loan. Presently, Karo Pharma has no reason to assume that this will occur, but
if it were to do so, Karo Pharma will be forced to seek alternative financing for
the unpaid amount no later than 19 August 2018 (the Company can however,
extend the loan to and including 19 November 2018) when one of the bridge
loans of SEK 1,255m becomes due for repayment. Examples of alternatives
may include additional share capital, bank financing or sale of assets, for
example sale of certain product rights or patents. The Company believes that
its possibilities of obtaining such alternative financing solutions are currently
good.
Persons who are registered, as of the record date on 9 May 2018, as
shareholders in Karo Pharma have a preferential right to subscribe for shares
pro rata in relation to the number of shares held on the record date of the
Offer. For this purpose, persons who as of the record date are registered
shareholders in Karo Pharma have one (1) subscription right in Karo Pharma
for each held share. The subscription rights entitle the holder to subscribe for
shares with a preferential right, wherein two (2) subscription rights give a
right to subscribe for one (1) new share. The new shares are issued at a
subscription price of SEK 24.00 per share. No brokerage fee is payable.
Subscription of new shares shall take place in the period from and including
14 May 2018 until and including 29 May 2018.
Trading in subscription rights will take place on Nasdaq Stockholm in the
period from and including 14 May 2018 to and including 25 May 2018 under
the ticker KARO TR. If a shareholder fails to exercise some or all of his/her
subscription rights by payment no later than 29 May 2018 and does not sell
his/her subscription rights by 25 May 2018, such shareholder’s non-exercised
subscription rights will be forfeited without value and the holder will not
receive any compensation.
If not all new shares in the Offer are subscribed for by exercise of subscription
rights, the board of directors shall decide on the allocation of new shares
without the support of subscription rights. Allotment in the context of the
Offer’s maximum amount of SEK 1,315m shall be as follows:
 Firstly, shares shall be allotted to those who subscribed for new
shares according to subscription rights and who declared their
interest in subscribing for new shares without subscription rights. If
allotment to these cannot be fully realised, allotment shall be pro rata
to the number of new shares subscribed for by subscription rights,
and insofar as this cannot be done, by lottery.
 Secondly, shares shall be allotted to others who signed up for
subscription without subscription rights. If allotment to these cannot
be fully realised, allocation shall be pro rata to the number of shares
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that each person has notified for subscription, and insofar as this
cannot be done by lottery.
 Lastly, shares shall be allotted to those who guaranteed the issue in
their capacity as guarantors and in accordance with the terms of the
respective issue guarantee. If allotment to these cannot be fully
realised, allocation shall be pro rata in proportion to the number of
shares guaranteed for subscription.
PSS relating to new shares subscribed subject to subscription rights will be
traded on Nasdaq Stockholm. Trading in BTA relating to shares subscribed
subject to subscription rights is expected to take place in Nasdaq Stockholm
from and including 14 May 2018 to and including 8 June 2018.

E.4

Interests and
conflicts of
interest

The new shares will be admitted to trading at Nasdaq Stockholm when the
Offer is completed. Trading in new shares subscribed for with subscription
rights is expected to start on or around 12 June 2018.
The chairman of the board of directors, Anders Lönner, has, through an issue
guarantee, agreed to subscribe for shares in a total amount of SEK 669m in
the Offer. Board Member Håkan Åström, has, through an issue guarantee,
agreed to subscribe for shares in a total amount of SEK 50m in the Offer. For
their issue guarantees of around 48.2 per cent and 4.6 per cent, respectively,
of the Offer, Anders Lönner and Håkan Åström will receive a 2.5 per cent
market-based compensation of the guaranteed amount, equal to SEK 15.9m
and SEK 1.25m, respectively. Additionally, the nomination committee member
and shareholder Leif Edlund has agreed, under an issue guarantee, to
subscribe for shares up to a total amount of SEK 360m in the Offer. For his
issue guarantee, Leif Edlund will receive a 2.5 per cent market-based
compensation of the guaranteed amount.
SEB and Swedbank are financial advisers of the Company in connection with
the Offer and act as Joint Global Coordinators. Neither SEB nor Swedbank own
any shares in the Company, but certain employees of SEB and Swedbank,
respectively, may hold shares in Karo Pharma.

E.5

Lock-up
agreement

E.6

Diluting
effect
Costs for the
investor

E.7

There are no interests, other than as described above, of significance for the
Offer. However, several board members and senior executives have financial
interests in the Company due to their ownership, either directly or indirectly,
of shares in the Company.
Not applicable. As far as the board of directors is aware, there are no
agreements regarding transfer restrictions for a certain period (so-called lockup agreements). There are no selling shareholders in the Offer.
Shareholders who decide not to participate in the Offer may have their
shareholding diluted with 54,777,594 shares, representing 33 per cent.
Not applicable. No costs will be imposed on investors who participate in the
Offer.
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RISK FACTORS
An investment in securities is associated with a number of risks. Investors
should carefully consider all risks listed below and all other information in the
Prospectus before an investment decision regarding securities is taken. Risks
considered to be particularly significant for Karo Pharma are described below.
However, these are not the only risks attributable to the Company and the
Offer. There are risks with regard to circumstances that are attributable to the
Company or the industry and those of a more general nature and risks
associated with securities in the Company. The risks are not described in any
order of priority or any other particular order. A full evaluation must include all
the information referred to in the Prospectus (including information outside the
Prospectus) and a general assessment. If any of the risks or other risks
described below is actually realised, the Company’s operations, financial
position and results may be material adversely affected.
This may also mean that the price of the shares in the Company drops and
investors may lose all or parts of their investment. Additional risks that are
currently not known to the Company or, based on a customary risk analysis,
that the Company currently deems, to be insignificant, may impair the
Company’s business activities and have a material adverse effect on its
operations, financial position and results.
The Prospectus also includes forward-looking statements that are based on
assumptions and calculations that are subject to risks and uncertainties. The
Company’s actual result may differ considerably form the results foreseen in
these forward-looking statements as a result of many factors, including the
risks described below.
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RISKS RELATING TO THE MARKET AND THE COMPANY
Risks related to Karo Pharma’s products
Access to healthcare and drugs is a crucial matter for the industry. The
standard within the framework for Good Manufacturing Practice (GMP) is
applicable to all pharmaceutical products and the requirements are identical
regardless of where production takes place. There are also various quality and
safety policies for products that are not pharmaceutical drugs.
The Company’s products consist mainly of pharmaceuticals. The use of
pharmaceuticals is associated with a risk of side effects. There is thus a risk that
users of the Company’s pharmaceutical products may be subject to side
effects. Side effects of the Company’s products may include both identified and
potential side effects, but also side effects that neither Karo Pharma nor others
can foresee. Simultaneous use of several drugs or consumption of food or
drinks may alter the effect of the drug. There is also a risk that the Company
may not be able to assess the extent of known side effects in advance. The
consequence of side effects may be that the products’ commercial use is
limited or prevented or that the demand for the products declines or ceases.
This may have a material adverse effect on the Company’s operations, financial
position and results. The Company must also report all potential side effects to
the medical authority.
Karo Pharma may be subject to liability claims linked to the Company’s
pharmaceutical products. These risks may among other thing, include the risk
that a product liability claim may arise in connection with marketing and sale of
the Company’s products. Thus, the Company may become liable for damages if
its products result in, for example, persons who come into contact with the
Company’s products suffering side effects causing diseases, physical injuries,
death or other damage. There is a risk that applicable insurances may not apply
or may not offer sufficient protection in the event of potential liability claims.
There is also a risk that Karo Pharma may not obtain or maintain sufficient
insurance protection on acceptable terms in the future. If any of these risks are
realised, this could have a material adverse effect on Karo Pharma’s business,
financial position and result.
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Risks related to acquisitions
The Company has recently acquired the LEO Portfolio and in October 2017 the
Company acquire Weifa, resulting in integration risks. The acquisition of the
LEO Portfolio is a pure asset acquisition and no staff or manufacturing entity is
included in the acquisition. As a result of the acquisition, costs are expected to
arise in quarters two to four of 2018 for development of new subsidiaries and
expansion of existing sales organisation (approximately SEK 50m) and costs
associated with integration and expansion of Karo Pharma’s regulatory
organisation (approximately SEK 20m). Additionally, an obligation for the
Company to acquire the LEO Portfolio’s stock will arise. This cost is estimated
to approximately SEK 100m and is expected to be paid in the second half of
2018. There is a risk that Karo Pharma will not succeed with the development
of the organisation around the product portfolio and/or that the costs may be
higher than expected. Through the acquisition, Karo Pharma will establish itself
in new markets. The expansion is associated with risks of various types, such as
a risk of competition from local market participants and worse exchange due to
cultural, regional and/or economic differences. There is also a risk that the
Company may have misjudged the market basis or maturity of the market,
which may mean that the establishment may generate a worse result than
expected. The realisation of risks connected with the establishment in new
markets may have a negative impact on the Company’s operations, financial
position and results.
Furthermore, the current contract manufacturers, so-called CMO:s, must
accept Karo Pharma as client for the smaller, in terms of turnover, products
that are included in the LEO Portfolio. The risks linked with CMO:s may have a
negative impact on the Company’s operations, financial position and results.
There is also a risk that the current management may not succeed in managing
the expanded operations. The difficulties described may entail that the
integration becomes more costly than expected. Furthermore, the integration
process may require so much attention from key individuals in the Company
that their focus on the day-to-day operations may be hampered, which may
mean that, for example, other acquisition opportunities may be missed. There
is also a risk that the Company may have misjudged the value of the LEO
Portfolio and/or Weifa with its product portfolio. Additionally, there is a risk
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that the communicated and expected synergies may not be fully, or at all,
realised.
All of the above described risks linked with the acquisition of the LEO Portfolio
and/or Weifa may, individually, or jointly, if realised, have a material adverse
effect on the Company’s operations, financial position and results.
The Company works according to an active acquisition strategy and may, in
addition to the acquisitions described above, within the Company’s business
strategy, acquire new projects and conclude cooperation agreements with
market participants in order to create cash flows to the Company. Karo Pharma
continuously evaluates potential acquisitions. If Karo Pharma fails in finding
suitable acquisition objects and/or necessary financing for future acquisition
objects on acceptable terms, this may led to lesser growth for Karo Pharma
which may have an adverse effect on the Company’s operations, financial
position, and results. Should the Company identify a suitable acquisition object,
there is a risk that competitors may also be interested in the same object which
may lead to the Company’s failure to acquire the object. Acquisitions may also
be prevented as a result of competition legislation. Furthermore, there is a risk
that completed acquisitions may not be received by the market in a positive
manner. This may have an adverse effect on the Company’s operations,
financial position and results.
Acquisitions generally entail integration risks. Apart from company-specific
risks, the acquired company’s relationships with key individuals, customers and
supplier may be adversely affected. There is also a risk that integration
processes may take longer or become more costly than expected. Likewise,
expected synergies and objectives of the transaction may be entirely or partly
lacking. Integration of acquisitions may involve organisational changes which,
in the short-term, may entail a delay in the fulfilment of plans and targets. All
of these risks may, if realised, have a negative impact on Karo Pharma’s
operations, financial position and result.
Competitive market
A large number of companies provide pharmaceuticals products, or substances
and treatments, or are active in research and development of substances and
treatments, and compete, and may in the future compete, with products form
Karo Pharma and its potential cooperation partners. Larger competition may
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entail a risk that Karo Pharma may not keep current margins in relation to its
products which may have an adverse effect on the Company’s operations,
financial position and results. Some of Karo Pharma’s products are purchased
by or entail a right to compensation for the end customer from the paying third
party, for example private insurance companies and the public sector. Changes
in relation to such entities’ size, efforts, guidelines and ability to impact the
pricing of and demand for products may lead to adverse commercial and
financial effects for Karo Pharma. The Company’s current or future cooperation
partners may also compete with Karo Pharma or cooperate with Karo Pharma’s
competitors in such adjacent areas that they consequently limit the advantages
of the relevant cooperation agreement. A high level of competition may
adversely affect Karo Pharma’s business, financial position and result.
Development of the economy
The Company’s market is affected to some extent by the general development
of the economy and changes in consumer patterns, and Karo Pharma believes
that the Company does not differ from the other market participants in the
industry. External factors such as inflation, currency and interest rate changes,
supply and demand as well as economic downturns and upturns may have an
impact on operating expenses, selling prices and share valuation. The above
mentioned risks may have an adverse effect on the Company’s operations,
financial position and results.
Key individuals and recruitment
To a large extent, the Company depends on a number of key individuals, mainly
those serving on the Company’s board of directors and senior management,
who possess extensive experience and expertise in developing pharmaceutical
companies, as well as acquisition and integration of new businesses. A
potential loss of one or several of these may result in negative financial and
commercial effects for Karo Pharma. In view of Karo Pharma’s growing
business, additional recruitment is required. There is a risk that the Company
may not find the right competence or that potential recruitments do not meet
the Company’s requirements in relation to its employees. Should the Company
fail to find the right competences or recruit the wrong individuals, this may
have an adverse effect on Karo Pharma’s business, financial position and result.
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Financing connected with the acquisition of the LEO Portfolio
The acquisition of the LEO Portfolio is financed partly with the issue proceeds
from the Offer, and partly with bank loan from SEB and Swedbank. The bank
loan includes repayment obligations for the Company and customary financial
covenants that the Company must fulfil. There is a risk that the Company may
not succeed in the future in generating a sufficient cash flow to be able to
handle the costs connected with the bank loan. Furthermore, there is a risk
that the terms of the loan may be changed negatively due to factors connected
with the Company, or external factors, or that the Company breaches current
terms and obligations in the loan agreement. Inability to fulfil the terms of the
loan agreement may lead to Karo Pharma being forced to repay all or parts of
the outstanding debt. If any or several of these risks are materialised, the
Company’s operations, financial position and results may be adversely affected.
Additional financing needs
The Company may also in the future need to turn to the capital market or raise
new funding through loans or similar arrangements. Both the size and the
timing of the Company’s future capital requirement depends on a number of
factors, including the possibilities of succeeding in a development project,
concluding cooperation and licence agreements and the development of the
Company’s Specialty Pharma-concept. There is a risk that new capital may not
be obtained when the need arises, that it may not be obtained on
advantageous terms, or that such capital obtained may not be sufficient to
finance the operations according to the plans. Inability to obtain advantageous
financing at a suitable time may be due to a range of circumstances, such as
the Company’s creditworthiness and economic environmental factors. If the
Company fails to obtain additional capital, this may, among others, entail that
the Company may fail potential acquisitions or other opportunities in the
market, which may have a material adverse effect on Karo Pharma’s business,
financial position and result.
Supplier and partner agreements
The Group’s products are mainly produced by so-called lego-producers. In
order to ensure the Group’s sales, the Group is dependent on the accuracy of
third party deliveries in terms of agreed volumes, quality and delivery
requirements. Incorrect or failed deliveries from suppliers may result in a delay
Invitation to subscribe for shares in Karo Pharma Aktiebolag 21

in Group’s production, which, in the short-term, may lead to reduced sales.
Furthermore, Karo Pharma is subject to risks associated with contract
manufactures, so-called CMO:s, primarily in relation to the products included in
the LEO Portfolio. Three of the four largest products in terms of turnover are
manufactured by LEO Pharma A/S, however this arrangement will remain in
effect, according to the acquisition agreement, for at most three years,
following which the Company must find new manufacturers. Additionally, the
manufacturers of most of the products that are included in the product
portfolio must accept Karo Pharma as customer. Thus, there is a risk that Karo
Pharma may not succeed in keeping the current, or contracting new,
manufacturers of the products included in the LEO Portfolio, which may have
an adverse effect on the Company’s operations, financial position and results.
Karo Pharma’s business is partly dependent on agreements with companies
that grant Karo Pharma a right to market and sell products in the Nordic
market, so-called selling agencies. There is always a risk that these may be
terminated or that disputes may arise in relation to these agreements. If the
agreements are terminated, the Company may lose future revenues and
earnings, which may have an adverse affect on Karo Pharma’s business,
financial position and result.
A part of the Company’s customers are county councils and pharmacy chains.
Agreements with these customers regarding delivery of products require public
tenders which are generally conducted every third to fourth year. If Karo
Pharma does not win tenders in which the Company participates, the Company
will lose sales in the relevant period. Such missed sales may adversely affect
the Company’s operations, financial position and results.
Risk of disruptions in the manufacturing
The manufacturing consists of a chain of processes where interruptions or
disruptions at any stage may affect the ability to manufacture the Company’s
products in the volumes required. Such disruptions may have a negative impact
on Karo Pharma’s operations, financial position and result.
Product liability and insurance
Karo Pharma’s business includes, among others, a risk in relation to product
liability. There is a risk that claims for damages relating to damage arising as a
consequence of use of the Company’s products may be larger than the amount
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covered by the Company’s insurances. A claim for damages that is not covered
by the insurance may adversely affect Karo Pharma’s business, financial
position and result. Furthermore, claims, even if they are covered by the
insurance, may result in an increase of the premiums paid by the Group under
its insurance contracts. There is also a risk that the Group in the future may not
be able to purchase or maintain necessary insurances on acceptable terms.
Significant increases of insurance premiums or insurances with unfavourable
terms may have an adverse effect on the Group’s business, financial position
and result.
Intellectual property rights
Karo Pharma has acquired intellectual property rights developed by other
companies. The acquisition of the LEO Portfolio and also the previous
acquisitions of Weifa and BioPhausia included product portfolios containing a
range of brands. There is a risk that a brand may suffer from impaired
reputation, which may adversely affect the pharmaceutical product’s sales
ability.
Karo Pharma’s prospects for success depend partly on the Company’s ability to
obtain and defend patent protection for potential and/or existing products and
trademark protection for these products. There is a risk that Karo Pharma and
its cooperation partners may develop products that cannot be patented, that
patents granted may not be maintained, that future discoveries may not lead
to patents, or that granted patents may not provide sufficient protection of
Karo Pharma’s rights. There is also a risk that patents may not entail a
competitive advantage for the Company’s products or that competitors may be
able to circumvent patents. If Karo Pharma is forced to defend its rights in
relation to a competitor, this may entail considerable costs, which in turn may
adversely affect the Company’s operations, financial position and results. If the
Company and its cooperation partners in their research use substances or
methods that are patented or in regard of which a patent application has been
filed by a third party, the owners of these patents could claim that Karo Pharma
or its cooperation partners are infringing a patent. A third party’s patent or
patent application could prevent a Karo Pharma licensee from using a licensed
substance freely. Costs arising as a result of such disputes may have a material
adverse effect on Karo Pharma’s business, financial position and result.
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There is a risk that granted patents may not provide long-term protection,
where objections or other invalidity claims in relation to issued patents may be
made after the patent is granted.
Karo Pharma and its subsidiaries own trademark registrations for some
trademarks. There is always a risk that disputes may arise in relation to
infringement of trademarks or other intellectual property rights or that
protection of trademarks is not obtained. Disputes of this kind could adversely
affect the Company’s operations financial position, and results.
Karo Pharma is also depend on know-how and there is a risk that competitors
may develop similar know-how or that Karo Pharma may not succeed in
protecting its knowledge affectively, which may have an adverse effect on the
Company’s operations, financial position and results.
Currency, interest and credit risk
Karo Pharma’s business is exposed to risk relating to exchange rate risks since a
part of Karo Pharma’s procurement and sales of products is in foreign
currencies. Exchange rates may change significantly which may adversely affect
the Company’s operations, financial position and results.
Some of the Group’s operating costs arise in currencies other than SEK, such as
EUR, DKK and NOK. Changed exchange rates for these various currencies may
have an adverse effect on Karo Pharma’s business, financial position and result.
Since the Company’s financing currently, in part, consists, and may in the
future consist of, interest-bearing debts, the Group’s net result is affected by
changes in the general interest rate situation. This also applies to the Group’s
net assets. A changed interest rate level may have an adverse effect on the
Company’s operations, financial position and results.
Credit risk arises through cash and cash equivalents and credit exposures in
relation to customers, including outstanding receivables and agreed
transactions. There is a risk that the Company’s risk assessment of a customer’s
creditworthiness, and other credit risk management, may not be sufficient
which may have an adverse effect on the Company’s operations, financial
position and results.
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Risks relating to taxes
The Company operates, and may operate, its business in Sweden and the
Nordic region as well as other jurisdictions. The Company believes that it
operates its business in accordance with relevant interpretations of tax
legislation, tax treaties and other tax provisions in each relevant jurisdiction
and opinions of relevant tax authorities. Tax regulations are complex and
subject to different interpretations and, accordingly, there is a risk that Karo
Pharma’s interpretation and application of applicable laws, regulations, caselaw or other practices has not been, or will not be, correct. Further, such laws,
regulations and practices may change in ways so that Karo Pharma’s current
interpretation and application is considered incorrect. If the Company’s
interpretation and/or application of tax legislation, tax treaties and other
similar tax regulations is incorrect, or if one or several authorities succeed in
making negative tax adjustments, or the said laws and regulations change with
retroactive effect, the Company’s current and historical management of tax
issues may be challenged.
Should the tax authorities successfully bring a claim, this may lead to increased
tax costs, tax supplements and interest which may have a material adverse
effect on Karo Pharma’s business, financial position and result.
Goodwill
Karo Pharma reports significant values for goodwill. Goodwill is the only
intangible asset reported with an indefinite period of time. The impairment
need is tested. Significant depreciation may occur in the future for various
reasons, such as unfavourable market conditions that concern either the
Company specifically, the entire pharmaceutical or Specialty Pharma area or
more generally. This may adversely affect Karo Pharma’s business, financial
position and result.
Agreements with cooperation partners
Karo Pharma may cooperate with other pharmaceutical companies in in
relation to marketing and development. Lost cooperation agreements or noncompliance with counterparties’ commitments under the cooperation
agreement, or works whose quality does not achieve the desired level may
adversely affect the Company’s operations, financial position and results.
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Examination by authorities
Research and development work and manufacture and marketing of
pharmaceuticals are subject to inspections by authorities. Prior to launch, all
drugs developed by Karo Pharma, its cooperation partners or under a licence
from Karo Pharma must undergo an extensive process to obtain official
approval. In recent years, several drugs have experienced safety problems after
official approval and launch, which has, in some cases, led to the product being
withdrawn from the market. This has led to that regulatory authorities,
especially the United States Food and Drug Administration (FDA), have
implemented a stricter approach to new drugs, especially those with new
effect mechanisms and in the metabolic and endocrine areas. There is a risk
that authorities may not approve drugs developed by Karo Pharma, its
cooperation partners or under a licence from the Company. There is a risk that
the approval process at authority level may lead to requirements regarding
extended studies and additional documentation in relation to a pharmaceutical
substance, and accordingly increased costs and delays in the project, or even
cancellation of a project due to unmanageable high development costs. This
may have a material adverse effect on the Company’s operations, financial
position and results. Even if the official approval for the launch of a drug is
obtained, there is a risk that the use by patients shows such unfavourable
effects that the product must be withdrawn from the market with lost revenue
for the Company as a result. Other measures may for example consists of
regulatory changes in relation to pricing and discounts of drugs or altered
conditions for the prescription of a particular drug. If Karo Pharma’s products
or operations were to be subject to additional or altered measures or
restrictions from regulating authorities, this may have negative commercial or
financial effects for Karo Pharma, which may have an adverse effect on the
Company’s operations, financial position, and results.
Changes to regulations and healthcare systems
Future changes to healthcare systems may be implemented in countries where
the Company and its cooperation partners intend to market the Company’s
drugs, or drugs in respect of which the Company has royalty rights. Such
changes may affect the sales potential for these products and the Company’s
ability to obtain new cooperation partners. The regulations currently applied by
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the authorities issuing product approvals may also change, which may lead to
delays in the Company’s development programme and increased costs of drug
development.
Furthermore, the manner in which the authorities currently interpret
regulations may change as well as the practice in the area as a consequence of
which the Company may need to implement costly adaptations of their
operations to fulfil regulatory compliance. Changes also entail a risk that the
Company may breach prevailing provisions and as a consequence of such
breaches is ordered to pay fees, fines, penalties or other sanctions. Finally, lack
of regulatory compliance may result in the Company’s closure of its business.
This may have a material adverse effect on the Company’s operations, financial
position and results.
Compliance
The pharmaceutical industry, within which the Company operates, and
therefore the Company, is subject to extensive regulation. Karo Pharma may
also in future enter new markets that are also subject to various local, state,
national and international laws and regulations. To succeed with its regulatory
compliance, the Company must, at each time, have the necessary permits and
comply with the rules to which the Company’s business is subject. Such
regulatory compliance is resource-intense, both economically and
operationally, and there is a risk that Karo Pharma may not succeed in
maintaining the standard required at an acceptable cost, or at all. If the
Company fails, this may have a material adverse effect on the Company’s
operations, financial position and results. Further, the Company may, in the
future, operate in markets where the Company does not fully understand the
regulatory requirements, entailing a risk that the Company may be subject to
sanction fees and/or other administrative costs.
The Company may, in future, be forced to hire individuals who need to work
exclusively with maintenance of and applications for new permits and
approvals, which may lead to additional costs for the Company.
There is a risk that the Company’s interpretation of relevant regulations may
not be consistent with the appointed regulatory body’s interpretation, or that a
court with jurisdiction may reach conclusions different from those of the
Company. If the above is realised, the Company may lose necessary permits or
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succeeds in keeping such permits, but with costly and time-consuming
processes. Karo Pharma is also subject to the risk that board members and
employees make decisions or acts in way which is not compliant with
applicable rules and regulations, Karo Pharma’s strategy, internal guidelines or
policies. In such event, Karo Pharma reputation may be harmed and the
Company may be subject to criticism as well as sanctions, which may have a
material adverse effect of its business, financial position and results.
Loss of compensation
A significant part of Karo Pharma’s potential future revenues within
commercialised pharmaceutical development projects will probably come from
third parties. If the compensation from these parties is insufficient, this may
hamper the possibilities of the Company and its cooperation partners to sell
the drugs at a profit. Institutions and companies that pay compensation in their
capacity as third parties have, to an ever greater extent, tried to reduce their
payments with methods that will probably affect the drugs developed by the
Company or its cooperation partners. This effect may for example be produced
by putting pressure on the pricing of drugs, and by reducing subsidisation of
new products, by completely denying or limiting the use of drugs that have
been approved by authorities but are perceived as experimental by subsidizing
parties, or by refusing subsidisation of an approved drug if this is prescribed for
indications which are not covered by the obtained authority approval. Loss of
compensation may have a material adverse effect on the Company’s
operations, financial position and results.
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RISKS RELATING TO THE SHARES AND THE OFFER
New issues and sale of securities
The Company may need to issue additional shares or other securities in the
future, which may adversely affect the market price of outstanding shares.
Furthermore, an issue of new shares may mean the Company’s existing
shareholders are diluted if they do not, or cannot exercise their preferential
right or the general meeting decides to waive such preferential rights. The
Company may in the future offer warrants issued to certain senior executives
and other employees in Karo Pharma.
Additionally, significant sales of shares from major shareholder or a general
understanding that a new issue of shares may take place may adversely affect
the market price of Karo Pharma’s shares.
Non-secured subscription commitments and underwriting undertakings
Karo Pharma has entered into agreements regarding subscription
commitments and issue guarantees with a number of current shareholders in
relation to the Offer. The subscription commitments and the issue guarantees
are not covered by pledge, blocking of funds or similar arrangements, hence
there is a risk that one or more commitments will not be fulfilled. If said
commitments are not fulfilled, this may have an adverse effect on the
Company’s ability to successfully complete the Offer. If the Offer is not
completed and the Company fails to generate additional revenues, the
Company would be forced to search for alternative financing or delay existing
projects and implement cost reductions.
Dividends
Decisions on future dividends are made by the Company’s shareholders at the
general meeting. Future dividends, if any, and the size of such dividends,
depend on among others Karo Pharma’s future operates, future prospects,
result, financial position, distributable funds, cash flow, working capital
requirements and general financial and legal restrictions. There are many risks
that may adversely affect Karo Pharma’s business and entailing that Karo
Pharma may not achieve a result that will allow payment of dividends in the
future.
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Development of the share price
Trading in securities is always associated with risk and risk-taking. As a stock
investment can both increase and decrease in value, it is not certain that an
investor will return all or even parts of the invested capital. In addition, it
should be noted that the Company’s shares depend on external factors, among
others stock market expectations and the economic development in general.
Investments in Karo Pharma’s shares should therefore be preceded by a careful
analysis of the Company, its competitors and the outside world as well as
general information about the market in which the Company operates. The
price of shares may be subject to fluctuations as a result of a changed
perception in the capital market regarding the shares or similar securities, due
to different circumstances and events such as changes in applicable laws and
other regulations affecting the Company’s operations, or changes in the
Company’s results and business development.
From time to time, the stock market may undergo significant fluctuations in
relation to price and volume that are not necessarily related to the Company’s
business or future prospects. Additionally, the Company’s results and future
prospects may from time to time be lower than expected by capital markets,
analysts or investors. One or several of these factors may affect the share price
negatively and in turn lead to losses for shareholders. The risk of fluctuations in
the share price is greater for shares with a low trading volume.
Listing requirements
The Company shares are admitted for trading on Nasdaq Stockholm. The
Company’s shares may be de-listed in case the Company does not fulfil the
requirements that apply to shares admitted to trading on Nasdaq Stockholm. A
de-listing would make it more difficult for shareholders to sell their shares in
Karo Pharma.
Liquidity in the Company’s share
There is a risk that inadequate investor interest may lead to the inability to
develop and maintain an active and liquid trading for the newly issued shares
or the Company’s existing shares. If an active and liquid trade cannot be
maintained, this may lead to difficulties in selling the shares at a price and at a
time that is considered appropriate, or even at all.
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Trade with subscription rights
Subscription rights will be traded on Nasdaq Stockholm during the period from
and including 14 May 2018 to and including 25 May 2018. There is a risk that
no active trading in the subscription rights is developed or that sufficient
liquidity will not be available. If such a market is developed, the price of
subscription rights received will depend, inter alia, on the price development of
outstanding shares in the Company and may be subject to greater volatility
than the price of such shares. A low liquidity and high volatility in subscription
rights may mean it becomes more difficult to buy and/or sell the subscription
rights.
Foreign shareholders
Since the Company’s securities are denominated in SEK, there is a risk that
foreign shareholders may be subject to negative exchange effects as a
consequence of unfavourable changes in their local currency in relation to the
SEK.
Major shareholders
Karo Pharma has, and will likely have after the Offer, a small number of
shareholders who jointly hold a significant portion of the shares and votes in
the Company. These can exert a significant influence over the Company and
most decisions requiring approval of the Company’s shareholders. This
ownership concentration may adversely affect the Company’s share price by
allowing a major owner to delay, postpone or prevent a change in control over
the Company and affect mergers and discourage potential buyers from bidding
or otherwise taking control over Karo Pharma. Further, such major
shareholders’ interests may differ from or conflict with the Company’s interests
or the interests of the Company’s other shareholders. Conflicts of interest
between the main owners’ interests, on the one hand, and the interests of the
Company or other shareholders on the other, may adversely affect the
Company’s operations, financial position and results.
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INVITATION TO SUBSCRIBE FOR SHARES IN KARO
PHARMA
On 4 April 2018, the board of directors of Karo Pharma resolved, subject to the
approval of the annual general meeting, to increase the Company’s share
capital by way of a new issue of shares with preferential rights for the
Company’s shareholders. The board of director’s decision was approved by the
annual general meeting on 3 May 2018. The new shares shall be subscribed
with preferential rights for the Company’s shareholders in relation to the
number of shares previously held, so that two (2) existing shares entitles to
subscription of one (1) new share. The new shares shall be issued at a price of
SEK 24 per share. The price per share in the Offer has been determined based
on the market rate less a market discount on rights issues. In case of full
subscription in the Offer, Karo Pharma will obtain approximately SEK 1,315m
before issue costs.
ISSUE VOLUME AND ISSUE COSTS
The Offer will raise the Company a maximum of SEK 1,315m before issue costs,
which are estimated to amount to SEK 50m, of which SEK 27m is attributable to
commission for guarantee subscription. If the Offer is fully subscribed, the
share capital will increase by SEK 21,910,796.356623 from SEK
43,821,592.713245 to SEK 65,732,389.069868, and the number of shares will
increase by 54,777,594 shares, from 109,555,188 shares to 164,332,782 shares.
Shareholders who choose not to participate in the Offer will have their holdings
diluted by 33 per cent (based on the number of shares in the Offer divided by
the number of shares after the Offer).
SUBSCRIPTION COMMITMENTS AND ISSUE GUARANTEE
Chairman of the board of directors Anders Lönner, board members Per-Anders
Johansson and Håkan Åström and nomination committee member Leif Edlund,
who jointly represent approximately 17.8 per cent of the capital and votes in
the Company, have undertaken to subscribe for their respective pro rata shares
in the Offer. For the amount that is not covered by Anders Lönner’s, Per-Anders
Johansson’s, Håkan Åström’s and Leif Edlund’s subscription commitments the
Company has entered into an underwriting agreement on customary terms
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with Anders Lönner, Leif Edlund and Håkan Åström (the “Guarantors”) under
which the Guarantors have undertaken to subscribe for shares that are not
subscribed or paid for in the Offer up to an amount equivalent to the Offer’s
maximum amount less any amounts covered by the subscription commitments.
For the Guarantor’ underwriting undertakings of a total of approximately 82.2
per cent of the Offer, of which Leif Edlund guarantees SEK 350m, Håkan Åström
guarantees SEK 50m and Anders Lönner guarantees the remaining portion of
the Offer that is not subject to a subscription commitment, the Guarantors will
receive compensation in the amount of 2.5 per cent of the respective
guaranteed amount. Thus, the Offer is in its entirety subject to the subscription
commitments or underwriting undertakings. Subscription commitments and
underwriting undertakings have not been secured through pre-transaction,
bank guarantee or similar arrangements. For further information on
subscription commitments and underwriting undertakings, see the section
“Legal consideration and supplementary information - Subscription
commitments and underwriting undertakings”.
The shareholders of Karo Pharma are hereby invited to subscribe for new shares
with preferential rights in accordance with the terms of the Prospectus.

Stockholm, 11 May 2018
Karo Pharma Aktiebolag
The board of directors
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BACKGROUND AND RATIONALE
On 1 March 2018 Karo Pharma announced that the Company had acquired a
portfolio of well-established and profitable products from the Danish
pharmaceutical company LEO Pharma A/S at a purchase price of EUR 260m.
The portfolio includes ten prescription and prescription-free drugs, including
Selexid®, Burinex® and Locobase®. In 2017, sales of the product portfolio
totalled around EUR 70m, of which approximately 49 per cent in the Nordic
region, approximately 42 per cent in the rest of Europe and approximately 9
per cent in the rest of the world. Karo Pharma completed the acquisition on 4
April 2018.
It is Karo Pharma’s explicit strategy to grow through acquisitions and organic
growth within the Specialty Pharma area. The acquisition of the business from
LEO Pharma A/S fits well into this strategy and creates a platform for further
growth. Through the acquisition, Karo Pharma will achieve a position as one of
the leading Specialty Pharma companies in the Nordic region and can now also
expand across Europe.
The acquisition is an asset acquisition and only includes products and not the
underlying organisation or production entities. This means that Karo Pharma
may use existing carryforwards from the time as a research company and thus
reduce the Company’s tax. Synergy effects are expected to be realised and
improve profitability.
Through the acquisition, the Company’s position and organisation is
strengthened within the pharmaceutical area as well as geographically in the
Nordic region since the Company intends to develop and establish operations
in Denmark and Finland. The acquisition also facilitates establishment in other
important markets in the rest of Europe since Karo Pharma intends to establish
its own subsidiaries in several countries in connection with the acquisition.
The acquisition will affect sales and results positively from the second quarter
2018. The work on transferring and integrating the product portfolio to Karo
Pharma has been initiated. Until the integration is completed, Karo Pharma will
be supported by LEO Pharma A/S within manufacture and sales against
compensation on market terms.
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If the Offer is fully subscribed, the Company will generate SEK 1,315m after
issue costs, which are estimated to amount to SEK 50m. Of the issue proceeds,
SEK 1,255m will be used for repayment of the bridge financing of SEK 1,255m.
The remaining part of the issue proceeds will be used for financing of working
capital. If the Offer, despite subscription undertakings and issue guarantee
(which are not secured), would not raise at least approximately SEK 959,811k,
the working capital is not sufficient to repay the bridge financing. Currently,
Karo Pharma does not have a reason to believe that this would occur, but if it
would occur, Karo Pharma would be forced to seek alternative financing for the
amount not obtained no later than 19 August 2018 (however, the Company has
the possibility to extend the loan up to and including 19 November 2018) when
one of the bridge financings of SEK 1,255m matures. Examples of alternatives
can be further equity, bank financing or disposal of some assets, for example
disposal of some product rights or some patents. The Company believes that its
possibilities of obtaining such alternative financing solutions are currently
good.
Stockholm, 11 May 2018
Karo Pharma Aktiebolag
The board of directors

The board of directors of Karo Pharma Aktiebolag is responsible for the
contents in the Prospectus. The board of directors hereby certifies that all
reasonable precautionary measures have been taken to ensure that the
information in the Prospectus, as far as the board of directors knows, is in
accordance with the actual circumstances and that nothing has been omitted
that could affect its meaning.
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LETTER FROM THE CHAIRMAN
The operations have continued to develop positively
in the first quarter of 2018. We have worked
intensely to integrate Weifa and have started with
the integration of the acquired LEO portfolio.
The acquired product portfolio complements Karo
Pharma’s existing operations very well and consists
of approximately ten prescription and over-thecounter (OTC) drugs. The acquisition is an important
step in the direction towards becoming a pure
Specialty Pharma company as drugs are prioritised.
Through increased focus on drugs, which will represent around 80 per cent of the
Company’s future sales, the Company has good prospects of further profitability
improvements. In addition to Karo Pharma’s strong position in the Nordic region, the
Company can now also expand across Europe. The product portfolio consists of
several well-established products in the European market, which enables the
Company to establish itself in a profitable way in important markets in Europe. The
organisation will be strengthened in terms of competence and geographically after
the acquisition. The LEO acquisition is expected to positively impact turnover and
profitability as of the second quarter 2018.
Future tax payments will, through the “asset deal”, decrease through utilising
accumulated tax carryforwards from the research period.
In order to strengthen the Company’s financial and operating capacity and to partfinance the acquisition of the product portfolio, the board of directors has decided to
carry out a rights issue. The improved cash flows as a result of the acquisition
combined with the rights issue enables continued organic and acquisition-related
growth.
Karo Pharma is an interesting alternative for shareholders wishing to invest in a
Specialty Pharma company. We have a long-term approach and operate a business
that is not cyclical. Thanks to the rights issue we look confidently on our ability to
continue delivering a good return to our shareholders. We follow our plan and look
forward to a very interesting future for the Company’s shareholders. We invite and
welcome you to subscribe.
Stockholm, 11 May 2018
Anders Lönner, working Chairman of the board of directors
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TERMS AND CONDITIONS
THE OFFER
The Offer includes a maximum of 54,777,594 new shares.
PREFERENTIAL SUBSCRIPTION RIGHT AND SUBSCRIPTION RIGHTS
Anyone who, as of the record date 9 May 2018, is a registered shareholder in
Karo Pharma has a preferential right to subscribe for new shares pro rata in
relation to the number of shares held on the record date within the framework
of the Offer. For this purpose, persons who as of the record date are registered
shareholders in Karo Pharma have one (1) subscription right in Karo Pharma for
each held share. The subscription rights entitle the holder to subscribe for
shares with preferential subscription right, wherein two (2) subscription rights
give a right to subscribe for one (1) new share. Shareholders who decide not to
participate in the Offer will have their shareholding diluted with a maximum of
54,777,594 shares, which represents 33 per cent of the capital and votes, but
have the opportunity to economically compensate for the dilution effect by
selling their subscription rights.
SUBSCRIPTION PRICE
The new shares are issued at a subscription price of SEK 24 per share. No
brokerage fee is payable.
RECORD DATE
The record date at Euroclear for determination of the shareholders who have a
right to obtain subscription rights is 9 May 2018. The shares are traded
excluding the right to participate in the Offer commencing 8 May 2018. The
final date of trading including the right to participate in the Offer was 7 May
2018.
SUBSCRIPTION PERIOD
Subscription of new shares shall take place in the period from and including 14
May 2018 up to and including 29 May 2018. The Company’s board of directors
is entitled to extend the subscription period. Any extension will be announced
by the Company through a press release no later than 29 May 2018.
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ISSUE STATEMENTS
Directly registered shareholders
An information brochure and pre-printed issue report with attached Bankgiro
payment slip will be sent to directly registered shareholders and
representatives of shareholders who, as of the record date, are registered in
the share register maintained by Euroclear for Karo Pharma, with the exception
of such shareholders who are resident in certain ineligible jurisdictions, see
below. The issue report indicates, among others, the number of obtained
subscription rights and the full number of new shares that may be subscribed.
Settlement notes (Sw. VP-avi) regarding registration of subscription rights on
the securities account will not be distributed. Shareholders included in the
special list of pledge holders and guardians maintained in connection with the
share register will not receive any issue statement and will be informed
separately.
Subscription by nominee-registered shareholders
Shareholders whose holdings are nominee-registered at a bank or with another
nominee will not receive an information brochure or an issue statement.
Subscription payment must, instead, be made in accordance with instructions
received from the respective nominee.
TRADING IN SUBSCRIPTION RIGHTS
Trading in subscription rights will take place at Nasdaq Stockholm during the
period from and including 14 May 2018 to and including 25 May 2018 under
the ticker KARO TR with ISIN code SE0011204809. SEB and Swedbank as well as
other securities institutes with the required licences will assist with brokering
of purchase and sale of subscription rights. If a shareholder fails to exercise
some or all of his/her subscription rights by payment no later than 29 May
2018 and does not sell his/her subscription rights by 25 May 2018, such
shareholder’s non-exercised subscription rights will be forfeited without value
and the holder will not receive any compensation.
SHAREHOLDERS RESIDENT IN CERTAIN INELIGIBLE JURISDICTIONS
Allotment of subscription rights and issuance of new shares in connection with
exercise of subscription rights to persons who are resident or citizens of
countries outside the EEA may be affected by securities legislation in such
38 Invitation to subscribe for shares in Karo Pharma Aktiebolag

countries. In connection therewith, shareholders with existing shares directly
registered on VP accounts and with registered addresses in the USA, Australia,
Hong Kong, Canada, Japan, New Zealand, South Africa, Switzerland and
Singapore will not obtain the Prospectus. The same applies to shareholders in
other jurisdictions whose participation requires additional prospects,
registration or other measures than those according to Swedish law. Such
shareholders will also not obtain any subscription rights in their respective
securities accounts. The subscription rights that would otherwise have been
registered for these shareholders will be sold and the sale proceeds, less
deduction for costs, will be paid to such shareholders. Amounts below SEK 100
will not be paid.
RIGHT TO DIVIDEND
The shares carry a right to dividends for the first time on the record date for
dividends which is nearest after the shares in the Offer have been registered
with the Swedish Companies Registration Office and the shares have been
registered in the share register held by Euroclear.
PUBLICATION OF SUBSCRIPTION RESULT IN THE OFFER
The subscription result in the Offer will be published through a press release
from Karo Pharma around 1 June 2018.
SUBSCRIPTION FOR NEW SHARES PURSUANT TO SUBSCRIPTION RIGHTS
Subscription of new shares supported by subscription rights shall take place by
way of simultaneous cash payment in the period from and including 14 May
2018 to and including 29 May 2018. After the expiry of the subscription period,
non-exercised subscription rights will become void and will be removed from
the holder’s securities account without notice from Euroclear. In order to
ensure that the value of the subscription rights is not lost, the holder must
either:
 exercise the subscription rights received and subscribe for new shares
not later than 29 May 2018; or
 sell the non-exercised subscription rights for subscription of new shares
by 25 May 2018.
Subscription of new shares supported by subscription rights is irrevocable and
shareholders cannot terminate or modify a subscription of new shares.
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Directly registered subscribers resident in Sweden
Subscription of new shares supported by subscription rights takes place
through cash payment, either by using the printed Bankgiro payment slip or the
application form, with simultaneous payment, according to one of the
following options:
 the printed Bankgiro payments slip is used if all subscription rights
according to the issue statement from Euroclear will be exercised; or
 the application form is used if subscription rights have been purchased,
sold or transferred from another securities account or for any other
reason the number of subscription rights to be exercised for subscription
differs from the number stated on the printed issue statement.
Payment for subscribed new shares must be made simultaneously with
submission of the application form. The application form may be obtained from
SEB
(www.)sebgroup.com/prospectuses,
Swedbank
(www.)swedbank.se/prospekt or Karo Pharma (www.)karopharma.se.
Swedbank must have received the payment by 29 May 2018.
Directly registered subscribers not resident in Sweden
Directly registered shareholders entitled to subscribe who are not resident in
Sweden and are not subject to the restrictions described in “Information to
investors” and who are unable to use the printed Bankgiro payment slip may
pay in Swedish kronor through a bank abroad in accordance with the following:
Karo Pharma AB
c/o Swedbank Emissioner C85
SE-105 34 Stockholm, Sweden
SWIFT: SWEDSESS
IBAN-number: SE81 8000 0890 1169 3930 6947, Account name: Karo Pharma
AB
In case of payment, the subscriber’s name, address, securities account number
and the reference “Issue Karo Pharma” must be provided.
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Swedbank must have received the application form and payment by 29 May
2018.
Nominee-registered shareholders
Shareholders whose shareholding is held by nominees and who wish to
subscribe for new shares under subscription rights must apply to subscribe in
accordance with the instructions received from their respective nominees.
PAID SUBSCRIBED SHARES (BTA)
Following subscription and payment regarding shares subscribed for pursuant
to subscription rights, Euroclear Sweden will send out a settlement note
confirming the registration of paid subscribed shares (Sw. betalda tecknade
aktier “BTA”) on the subscriber’s account. New shares subscribed for pursuant
to subscription rights will be registered as BTAs on the account pending
registration of the new issue at the Swedish Companies Registration Office. The
registration of new shares subscribed under subscription rights is expected to
take place in the Swedish Companies Registration Office on or around 5 June
2018. Subsequently, BTAs will be converted to shares, which is expected to
take place on 14 June 2018. No settlement note will be sent in connection with
this conversion.
Trading in BTA
BTAs with respect to new shares subscribed pursuant to subscription rights will
be traded on Nasdaq Stockholm. Trading in BTA relating to new shares
subscribed under subscription rights is expected to take place on Nasdaq
Stockholm from and including 14 May 2018 to and including 8 June 2018. SEB
and Swedbank as well as other securities institutes will assist with brokering of
purchase and sale of BTAs subscribed for pursuant to subscription rights.
SUBSCRIPTION OF NEW SHARES WITHOUT SUPPORT OF SUBSCRIPTION
RIGHTS
Directly registered shareholders’ subscription Application to subscribe for new
shares without subscription rights shall therefore be made on the designated
application form. Incompletely or incorrectly completed application forms will
not be considered. Please note that the application is binding. Only one
application per person may be submitted. If several application forms are
submitted, only the application form that was last received by Swedbank will
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be considered. The application form may be obtained from SEB
(www.)sebgroup.com/prospectuses, Swedbank (www.)swedbank.se/prospekt
or Karo Pharma (www.)karopharma.se. Application forms should be sent to
Swedbank, Emissioner C85, SE-105 34 Stockholm, Sweden and must be
received by Swedbank by 29 May 2018.
Subscription by nominee-registered shareholders
Shareholders whose shares are nominee-registered and who wish to apply for
subscription for new shares without subscription rights must apply for
subscription in accordance with the instructions received from their respective
nominee.
Important information in case of subscription of shares without subscription
rights
Requirement regarding NID number for natural persons
A National ID or National Client Identifier (NID number) is a global identification
code for private individuals. MiFID II prescribes that, commencing 3 January
2018, all natural persons must have an NID number and that this number must
be stated in order to carry out a securities transaction. If such number is not
stated, Swedbank may be prohibited from carrying out the transaction on
behalf of the natural person in question. If you have only Swedish citizenship,
your NID number comprises the designation “SE” followed by your personal ID
number. If you have several citizenships or a citizenship other than Swedish,
your NID number may comprise another type of number. For more information
about how NID numbers are obtained, contact your bank branch. Remember to
find out your NID number in ample time, since the number must be stated on
the application form.
Requirements regarding LEI codes for legal entities
Legal Entity Identifier (LEI) is a global identification code for legal entities.
MiFID II prescribes that, commencing 3 January 2018, legal entities must have
an LEI code in order to carry out a securities transaction. In absence of such
code, Swedbank may not carry out the transaction on behalf of the legal person
in question. Subscribers who need to acquire an LEI code in order to apply for
new shares in the Company may turn to any of the providers available on the
market. Remember to apply for registration of an LEI code in ample time, since
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the code must be stated on the application form. Through the following link
you can find approved institutions for the global LEI system:
(www.)gleif.org/en/about-lei/how-to-get-an-lei-find-lei-issuing-organizations.
More information on the LEI requirements is available among others on SEB’s
website
(www.)seb.se/foretag/spara-och-placera/aktier-och-andraplaceringar/id-krav-vid-handel-med-vardepapper-lei, Swedbank’s website
(www.)swedbank.se/privat/spara-och-placera/mifid/lei/
and
Finansinspektionen’s website (www.)fi.se.
Allotment
If not all new shares in the Offer are subscribed for by subscription rights, the
board of directors shall decide on the allocation of new shares without the
support of subscription rights. Allotment in the context of the Offer’s maximum
amount of SEK 1,315m shall be as follows:
 New shares shall be allotted to those who subscribed for new shares
with subscription rights and who notified their interest in subscribing for
new shares without subscription rights. If allotment to these cannot be
fully realised, allotment shall be pro rata in proportion to the number of
new shares subscribed for by subscription rights, and insofar as this
cannot be done, by lottery.1
 Alternatively, new shares shall be allotted to other who have applied to
subscribe without subscription rights. If allotment to these cannot be
fully realised, allocation shall be pro rata in proportion to the number of
shares that each person has notified for subscription, and insofar as this
cannot be done by lottery.
 Lastly, new shares shall be allotted to the issue guarantors in their
capacity as guarantors and in accordance with the terms of the
guarantors’ issue guarantee.
As confirmation of allotment of new shares subscribed without subscription
rights, a settlement note will be sent to subscribers around 1 June 2018. No
1

In order to be able to subscribe for new shares subscribed for without the grant of subscription rights in the
allocation of new shares subscribed without subscription rights, subscriptions for new shares without the grant
of subscription rights must be made from the same VP account as subscription of new shares on the basis of
subscription rights.

Invitation to subscribe for shares in Karo Pharma Aktiebolag 43

notice will be sent to subscribers who did not receive any allotment. Subscribed
and allotted new shares shall be paid cash in accordance with the instructions
on the settlement note sent to the subscriber. Following payment of
subscribed and allotted new shares, and after the new shares have been
registered with the Swedish Companies Registration Office, Euroclear will send
a notice confirming the registration of the new shares on the subscriber’s
securities account.
The subscriber will obtain shares directly, no BTAs will be registered in the
subscriber’s securities account. The registration of new shares subscribed
without subscription rights is expected to take place in the Swedish Companies
Registration Office on or around 12 June 2018. Registration of new shares in
securities accounts is expected to take place on around 14 June 2018.
Shareholders of shares held by nominees will receive notice of allotment and
payment in accordance with the procedures of the respective nominee.
OTHER INFORMATION
The Company is not entitled to interrupt the Offer. If too large an amount is
paid by a subscriber for the new shares, Karo Pharma will ensure the exceeding
amount is repaid. No interest will be paid for the exceeding amount.
Subscription of new shares whether or not supported by subscription rights is
irrevocable and subscribers cannot terminate or modify a subscription of new
shares. Incomplete or incorrectly completed application forms will not be
considered. If the subscription proceeds is paid too late, is insufficient or paid
incorrectly, the application to subscribe may not be considered or subscription
may be in a lower amount. Paid proceeds that are not used will, in such cases,
be refunded. Swedbank is a so-called issue institute for the Offer, which means
that Swedbank will assist the Company with certain administrative services
around the Offer. The fact that Swedbank is the issue institute does not mean,
as such, that Swedbank considers that the subscriber is a customer of
Swedbank. The subscriber is only considered a customer of Swedbank for
purpose of the investment if Swedbank has advised the subscriber about the
investment or has otherwise contacted the subscriber individually regarding
the investment or if the subscriber had an existing customer relationship to the
bank. The consequence of Swedbank not treating the subscriber as a customer
for purpose of the investment is that the regulations regarding protection of
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investors in the Swedish Securities Market Act (Sw. lagen om
värdepappersmarknaden) will not apply to the investment. This means, among
others, that neither so-called customer categorisation nor so-called suitability
assessment will take place in relation to the investment. The subscriber is
therefore responsible for having sufficient experience and knowledge to
understand the risks associated with the investment. A person who subscribes
in the Offer will provide Swedbank with personal data. Personal data provided
to companies in the Swedbank group will be treated in computer systems to
the extent required to provide services and administrative customer
commitment in the group. Personal data collected from another person than
the customer to whom the processing relates may also be processed. Personal
data may also be processed in computer systems of companies and
organisations with whom companies in the Swedbank group cooperate.
Information on personal data processing is provided by Swedbank’s offices,
which also accept requests to correct personal data. Address details may be
collected by Swedbank by way of an automatic data runtime at Euroclear.
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MARKET DESCRIPTION
The Prospectus includes information from third parties in the form of industry
and market information as well as statistics and calculations from industry
reports and studies, market surveys, publicly available information and
commercial publications. Such statements are identified by reference to the
source. Some information on market shares and other statements in this section
are not based on published statistics or information from independent third
parties and therefore has no source references. However, the Company has no
access to the facts and assumptions that are behind the figures and the market
information as well as other information collected form publicly available
sources. The Company also did not make any independent verifications of
information on the market provided via third parties, the industry or official
publications. Even though the Company believes that its internal analyses are
reliable, these were not verified by any independent source and the Company
cannot guarantee their accuracy. Karo Pharma confirms that the information
provided by third parties has been reproduced correctly and, as far as the
Company is aware and confident by comparison with other information
published by these sources, no information has been omitted which could mean
that the disclosed information is incorrect or misleading. Information in this
section includes estimates in relation to future market developments and other
so-called forward-looking Information. Forward-looking information is not a
guarantee in relation to future results or developments and the actual outcome
may be materially different from as stated in forward-looking information. See
also the section “Important information - Forward-looking information and risk
factors”.
OVERVIEW
Karo Pharma markets and sells mainly prescription and prescription-free drugs
in Sweden and the rest of the Nordic region. The market for pharmaceutical
drugs sold via pharmacies and directly to healthcare is large. To give a clear
picture of the markets in which the Company operates, the market in this
section is defined as OTC drugs and prescription drugs (Rx). OTC drugs are not
subject to a drug discount and indirect price control like drugs under patent,
which means that companies operating in the OTC market can adjust the price
of the product. In addition to the sale of drugs, the Company operates
46 Invitation to subscribe for shares in Karo Pharma Aktiebolag

throughout licensing drug development2 for autoimmune diseases, multiple
sclerosis and cancer.
THE GLOBAL PHARMACEUTICALS MARKET
The global pharmaceuticals market is expected to have a turnover of around
USD 1,430bn in 2022, which is an increase by around USD 295bn, compared to
the estimated value in 2017 according to the Forecast House IQVIA Institute.
The volume of sold drugs is expected to increase with a compounded annual
growth rate of 2 per cent between 2017 and 2022. Total expenditure for drugs
is expected to grow by 3.6 per cent annually in the period 2018-2022, primarily
driven by the sale of special medicines in developed markets and increased
volumes in developing markets where a growth of 7-8 per cent is expected in
2018.3
The ten countries USA; Japan, Germany, Great Britain, Italy, France, Spain,
Canada, South Korea, and Australia are estimated to represent around 66 per
cent of the global drug expenditure in 2017. In 2017, USA was deemed as the
country with the highest pharmaceutical expenditures in the world, followed
by China, which replaced Japan in 2012 as the country with the second largest
pharmaceutical expenditures in the world. The future growth is expected to
take place primarily in India and Russia with an annual growth rate of 9-12 and
7-10 per cent, respectively, to 2022.4

2

The development projects for autoimmune diseases and cancer is licensed to third parties, but entitles the
Company to compensation depending on how the projects develop.
3
IQVIA Institute for Human Data Science “2018 and Beyond: Outlook and Turning Points”, 2018.
4
IQVIA Institute for Human Data Science “2018 and Beyond: Outlook and Turning Points”, 2018.
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THE EUROPEAN PHARMACEUTICALS MARKET
Consumer expenditure for drugs and medical devices in Western Europe6
amounted to USD 155.1bn in 2017 and is expected to increase at an annual
growth rate of 5.1 per cent until 2022 when expenditure is expected to amount
to USD 199.3bn.7
The market value of the self-care market in Western Europe, consisting of OTC
drug products, training supplements, vitamins, supplements, weight
management and well-being amounted to USD 35.6bn in 2017. The market is
expected to increase with a growth rate of 3.2 per cent annually up to 2022.8

5

IQVIA Institute for Human Data Science “2018 and Beyond: Outlook and Turning Points”, 2018.
Western Europe includes the countries Andorra, Belgium, Cyprus, Denmark, Finland, France, Gibraltar,
Greece, Ireland, Iceland, Italy, Liechtenstein, Luxembourg, Malta, Monaco, The Netherlands, Norway, Portugal,
Switzerland, Spain, Great Britain, Sweden, Turkey, Germany and Austria.
7 Euromonitor, Consumer Expenditure on Pharmaceutical Products, Medical Appliances and Equipment, 2017.
8 Euromonitor, Consumer Expenditure on Pharmaceutical Products, Medical Appliances and Equipment, 2017.
6
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The Western European self-care market, 2012-2022E9
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THE NORDIC PHARMACEUTICALS MARKET
The value of the Nordic10 pharmaceuticals market is governed by several
factors. The population, its growth and the population’s life expectancy are
three major demographic factors for the size of the market. The population in
the Nordic region amounted to 26.5 million in 2017, an increase of 1.0 million
people over the last five years, corresponding to an annual growth rate of 0.8
per cent. Up to 2022, the Nordic population is expected to increase at an
annual growth rate of 0.9 per cent to 27.7 million. Sweden’s population is
largest among the Nordic countries and amounted to 10.0 million inhabitants in
2017, followed by Denmark with 5.7 million inhabitants, Finland with 5.5
million inhabitants and Norway with 5.3 million inhabitants. The Swedish and
Norwegian population have grown at the fastest pace in the last five years and
are expected to continue to grow fastest in the next five years.11

9 Euromonitor,
10

Consumer Expenditure on Pharmaceutical Products, Medical Appliances and Equipment, 2017.
The Nordic market includes Sweden, Norway, Denmark and Finland.
11
Euromonitor, Population statistics, 2017.
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Population in the Nordic countries, 2012-2022E12
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As the population in the Nordic region grows, life expectancy is also increasing.
In the last five years, life expectancy at birth has increased from 78.8 to 80.0
years for men and from 83.2 to 84.2 years for women in the Nordic population.
Finland had the longest life expectancy for women at 84.9 in 2017 and Norway
had the longest life expectancy for men at 80.9 years in 2017.13
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Expenditure in the Nordic market for pharmaceutical drugs and medical devices
amounted to EUR 8.6bn in 2017. Sweden was the largest market of the four
Nordic countries and represented 33.4 per cent of the total expenditure,
12

Euromonitor International, “Consumer Health in Denmark, Finland, Norway and Sweden”, 2017.
Euromonitor International, “Consumer Health in Denmark, Finland, Norway and Sweden”, 2017.
14 Euromonitor International, “Consumer Health in Denmark, Finland, Norway and Sweden”, 2017.
13
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followed by Finland at 26.8 per cent, Norway at 20.9 per cent and Denmark at
18.9 per cent.15
The OTC market
The OTC market covers the sale of non-prescription drugs. The Nordic countries
have regulations for the retail of OTC drugs. The regulations mainly concern
those who may own and operate pharmacies, while more liberal regulations
may limit the requirements so that pharmacies must have responsible staff
with pharmacy education or allow the sale of prescription drugs in other retail
stores. In the Nordic region, pharmacy chains have the main part of the
market.16
The value of the Nordic OTC market amounted in 2017 to EUR 2.0bn and has
grown at an annual average growth rate of 3.3 per cent since 2012, when the
value in the market amounted to EUR 1.7bn. According to forecasts from
Euromonitor, the value of the Nordic OTC market is expected to amount to EUR
2.2bn in 2022, which corresponds to an average growth rate of 1.4 per cent
between the years 2017-2022. The largest submarket is Sweden, where the
value amounted to EUR 798.3bn in 2017.17

15

Euromonitor International, “Consumer Health in Denmark, Finland, Norway and Sweden”, 2017 (conversion
to EUR was carried out at the following rates: SEK/EUR: 10.4, EUR/DKK: 7.4, EUR/NOK: 9.6).
16
Euromonitor, International, “Consumer Health in Denmark, Finland, Norway and Sweden”, 2017.
17
Euromonitor, International, “Consumer Health in Denmark, Finland, Norway and Sweden”, 2017 (conversion
to SEK was at the following rates: EUR/SEK 10.4, EUR/DKK 7.4, EUR/NOK 9.6).
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The Nordic OTC market, 2012-2022E
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Prescription drugs
The Nordic market for prescription drugs (Rx) is subsidised to various degrees,
where the state pays compensation for a part of the cost for prescribed (and
sometimes non-prescribed) drugs. In Denmark and Iceland, the subsidisation
level depends on the patient’s expenses for drugs covered by the subsidy.
Prescription drugs in Norway and Sweden are generally subject to various types
of high-cost protection.18
In Sweden, sales (with and without benefits) of prescribed drugs totalled SEK
29.7bn in 2016, which corresponds to an annual average growth rate of 2.4 per
cent compared to 2011, when the value amounted to SEK 25.9bn.19 The
majority of prescription drug sales in the Nordic region takes place within the
benefit system and is subsidised via the state.
TRENDS AND DRIVING FORCES IN THE NORDIC PHARMACEUTICAL MARKET
Several factors with strong connections to each other drive the growth of the
pharmaceutical market in the Nordic region. The demographic development in
the Nordic region means that people live longer, and in combination with the
fact that fewer children are born, this leads to an increased proportion of
ageing populations who are in demand of healthcare and pharmaceuticals.

18
19

Health statistics for the Nordic countries, 2017.
The Swedish Medical Products Agency “Follow-up report 2017 National medical products strategy”, 2017.
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Increased average age

The Nordic countries have an increasingly ageing population and historically
the Scandinavian population has among the highest life expectancies in the
world20, 15, driven mainly by reduced mortality in middle- and retirement age.21
The most important reason for this is that healthcare has improved.22 The
increased life expectancy in society increases the need for healthcare and
therefore the demand for drugs.23

20

Nordic Medico-Statistical Committee, “Health statistics for the Nordic countries”, 2017.
The Public Health Agency of Sweden, 2016.
28
Statistics Sweden, “Sweden’s future population 2016-2060”, 2016.
29
Nordic Medico-Statistical Committee, “Health statistics for the Nordic countries”, 2017.
27

Invitation to subscribe for shares in Karo Pharma Aktiebolag 53

KARO PHARMA BEFORE THE ACQUISITION
The board of directors decided in 2014 to change the Company’s strategic
direction in order to develop a Specialty Pharma company. Today, the
Company delivers stable growth with good profitability through the sale of, in
the Company’s opinion, well-established trademarks that generate positive
cash flows. The goal is to grow through acquisitions that fit well into the
Company’s structure combined with organic growth. Since the Company
altered its strategic direction the Company’s net sales and EBITDA margin has
increased through strategic acquisitions with improved profitability. Today, the
Company contributes actively to consolidation in the Specialty Pharma area in
the Nordic region.
Net sales

EBITDA
657,6

700
600
500
347,3

400
300

141,6

200
100

69,1

51,7

0
-100

2015
-68,1

2016

-200

2017

24

HISTORY
Karo Pharma established a project portfolio with innovative projects in nuclear
receptors and in the 90’s several licence agreements were concluded with
global pharmaceutical companies. In 2014, the board of directors changed Karo
Pharma’s strategy to an increased commercial focus and clearer risk
management through investments in market-oriented projects and products.
The Company also changed names from Karo Bio to Karo Pharma AB.
Significant acquisitions
Within the framework of the investment described above, Karo Pharma
acquired a number of projects, established operations and products in 2015,
24

The Company’s audited annual reports 2015-2017. For definition of EBITDA, see “Financial definitions” below
“Selected financial information”
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2016 and 2017. In September 2015, Karo Pharma acquired Norwegian
Apropharm AS and Swedish DnE Sverige AB. The product portfolios of these
companies primarily consist of pharmacy products sold in Norway and Sweden.
In 2015, the annual turnover of both companies amounted to around SEK 50m.
In October 2015, Karo Pharma acquired Swedish Swereco Group AB, which
markets OTC products mainly to pharmacies and Medical Device products
directly to the healthcare sector. In October 2015, 90 per cent of the shares in
Swedish MedCore AB were acquired. In December 2015, Karo Pharma acquired
the rights to a product series from Cederroth AB. The Company concluded
agreements relating to the acquisition of the pharmaceutical company
BioPhausia in 2016. The acquisition was completed on 15 December 2016. In
August 2017, the Company announced that it had concluded an agreement
regarding the acquisition of the Norwegian pharmaceutical company Weifa
(name changed to Karo Pharma Norge AS). The acquisition was completed on 6
October 2017. On 1 March 2018, Karo Pharma announced that the Company
had entered an agreement to acquire a business from LEO Pharma A/S. The
product portfolio had a turnover of approximately SEK 700m in 2017.
VISION AND STRATEGY
Karo Pharma shall be the leading Specialty Pharma company in the Nordic
region. The strategy is also to grow through acquisitions and organic growth in
an extended geographical platform.
DESCRIPTION OF OPERATIONS
Since the strategy change in 2014, Karo Pharma has successively built a product
portfolio that generates profitable growth and positive cash flows through the
sale of, in the Company’s opinion, well-established Specialty Pharma products
and trademarks. The ambition is to add additional products and brands through
acquisition of companies, product rights as well as through cooperation with
other pharmaceutical and development companies.
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Sales per category25
2017

January - March 2018

35%

35%

39%

55%

10%

26%

RX (Prescribtion drugs)
OTC (Prescribtion free drugs)
Other

Selected products and brands
Babyslide
BabySlide is a perineal protection, a product designed to reduce trauma for
women during childbirth. The positive effect has been documented in a clinical
study conducted on more than 1,000 deliveries at the women’s clinics in
Helsingborg, Lund and Malmö. The product is patented and was pre-launched
in the fourth quarter 2017. The product has international potential.
Pharmaceuticals
The pharmaceutical portfolio was part of the acquisition of BioPhausia in 2016
and consists of 13 well-known Nordic prescription trademarks (Rx). These drugs
include several important areas of indication.
Respiratory organs
For colds and the respiratory tract, the drugs Mollipect, Theo-Dur, Bronkyl and
Nazamér are available. Mollipect has an expectorant and decongestant action
for the throat and is effective for coughing. The drug is sold in Sweden. In
addition to Mollipect, the drug Theo-Dur is used to treat asthma and bronchitis.
The drug is sold in Sweden, Norway and Denmark. Bronkyl is a drug with
expectorant action used to treat coughs and Nazamér is a prescription free
nose spray.

25

The Company’s annual report 2017 and quarterly report January – March 2018.

56 Invitation to subscribe for shares in Karo Pharma Aktiebolag

Cardiovascular
Suscard is a cardiovascular drug used to treat angina. The drug works by
widening the blood vessels and thus facilitates the work of the heart. The drug
is sold in Sweden. This category also includes Nitroglycerin BioPhausia which is
also used to treat cramps in the heart muscle and acts by widening the blood
vessels. The drug is sold in Sweden. Digoxin BioPhausia is used to treat heart
disease such as heart failure, heart fibrillation and irregular heartbeat. The drug
is sold in Sweden.
Gastrointestinal
The drug Laxabon is used for intestinal lavage. The drug is sold in Sweden and
Norway. In addition to Laxabon, Egazil is another gastrointestinal drug. Egazil is
used in case of cramps and abdominal pain in the gastrointestinal tract and bile
ducts. The drug is sold in Sweden, Norway and Denmark.
Pain
Pain medication includes Citodon, Morfin Special, Paracet, Paracetduo Ibux and
Proxan. Citodon is both analgesic and fever-reducing. The drug is sold in
Sweden and Norway. Morfin Special has a strong analgesic effect and is used as
pain relief after surgery or in case of external injuries. The drug is sold in
Sweden. Paracet is one of Norway’s most used painkillers and is used for mild
to moderate pain. Other strong trademarks in pain and fever are Paracetduo,
Ibux and Proxan.
New product 2018
Karo Pharma will launch a new combination drug that contains both
paracetamol and ibuprofen, the first combination product of its kind in the
Nordic region. The combination drug is supported by several clinical studies
and is protected by a global patent. The drug is a prescription drug and has
medical registration in all Nordic countries. The drug is expected to be used for
moderate pain and will replace products with Codeine.
CNS (Central nervous system)
Lithionit prevents both manic (abnormal exuberance) and depressive (explicit
depression) phases in patients with bipolar disorder. The drug is sold in Sweden
and Norway.
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Dermatology
In dermatology, Asan is an intimate hygiene product on the Norwegian market.
Mabs
Mabs compression stockings are based on a proven and well documented
method for increasing blood circulation in the legs. All Mabs compression
stockings are classified as class 1 medical compression stockings. In recent
years, Mabs product range has been developed to attract a wider target group.
Today, there are compression stockings for both women and men and specially
designed for various uses, such as air travel, sports and everyday life. The
product range has also been extended with support bandages and foot
products that provide support and relief in pain conditions. These products are
classified as medical devices.
Selected development projects and collaboration
Project RORgamma - for the treatment of autoimmune diseases
Today Karo Pharma has a functioning licence agreement with Pfizer around
RORgamma. Since the start of 2015, Pfizer is running the project toward a
market launch. Karo Pharma is entitled to compensation of just over USD 200m
if RORgamma achieves certain development and sales targets. Additionally,
Karo Pharma is entitled to royalties on future sales.
Project ERbeta MS - Multiple Sclerosis
Today, there is a number of MS treatments on the market that counteract the
effects of the disease or delay the course of disease. However, there is no cure
for MS and the need for new and more effective treatments remains high. The
objective of Karo Pharma’s project for ERbeta MS is to licence the project to a
larger pharmaceutical company that can continue to run the project a toward
market launch. Until this happens, the project is dormant.
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CIVIC PARTICIPATION
Operation Smile
Karo Pharma has decided to support
the aid organisation Operation Smile
with SEK 2.5m as a lump sum payment.
Anders
Lönner,
Karo
Pharma’s
Chairman, will also contribute with an
equal amount privately, so that the
total amount will be SEK 5m. Further,
the Company has decided to donate 3
per cent of Babyslide’s net sales to the organisation over 3 years.
Operation Smile is a medical aid organisation, which performs free surgery on
children and adolescents with severe facial malformations, especially cleft lip
and cleft palate. Operation Smile was founded in 1982 by the American plastic
surgeon Bill Magee and the nurse and social worker Kathy Magee.
The collection foundation Operation Smile Sverige was founded in 2010, in
order to contribute to the international operations with financial contributions
and by recruiting Nordic volunteers who all contribute to make a difference for
children globally. Today, there are 225 volunteers in the Nordic region,
including plastic surgeons, paediatricians, anaesthetists, nurses, dentists and
speech therapists. The volunteers work without compensation.
Operation Smile implements a large number of medical initiatives annually.
Cleft lip and cleft palate facts
 Every three minutes a child with cleft lip or cleft palate is born, which
corresponds to approximately one child per 500-700 born.
 The affected children often live in very difficult circumstances with
harassment and isolation.
 Operating a child with a cleft lip usually takes less than an hour and an
operation can cost as little as SEK 2,400.
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CUSTOMER STRUCTURE
Karo Pharma’s position as a Specialty Pharma company is mainly aimed at
specialists in the field of pain, cardiovascular care, skin care and obstetrics. The
Company’s customers are physicians, healthcare staff, county councils,
pharmacies and patients.
Pharmacies
Most countries in Europe have regulations for the retail trade of
pharmaceutical drugs. The regulations mainly concern who may own and
operate pharmacies, while more liberal regulations may limit the requirements
so that pharmacies must have responsible staff with pharmacy education or
allow the sale of prescription drugs in other retail stores. In the Nordic region,
pharmacy chains have the main part of the market. Procurements usually take
place in ell structured processes.
County councils
Healthcare in the Nordic region is conducted by both the public and private
sectors, and is financed to a large extent by taxpayers. Procurements are made
in well-structured processes that are often regulated by law, such as the
Swedish Public Procurement Act. All sales where hospitals are the end
customer are made via the County Councils.
GEOGRAPHICAL SALES DISTRIBUTION
The table below shows how revenues are distributed over geographical areas.
26

Net sales (SEKk)
Sweden
Norway
Rest of the world
Total

2017
407,270
193,198
57,139
657,607

2016
241,449
70,581
34,961
347,261

2015
43,810
25,051
234
69,095

ORGANISATION
The board of directors believes that the Company has sufficient competence
required to adequately operate the current business of the Company. As per
the last date of December 2017, the average number of employees was 91. The

26

The Company’s audited annual reports 2015-2017.
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average number of employees in 2016 was 69, and for 2015 the corresponding
figure was 72. In 2014, the average number of employees was 39.
INTANGIBLE ASSETS
Karo Pharma has around 161 registered trademarks and around 80 registered
patents.
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THE ACQUISITION OF THE LEO PORTFOLIO
INTRODUCTION
On 1 March 2018, Karo Pharma announced that the Company had entered into
an agreement to acquire a product portfolio from the Danish pharmaceutical
company LEO Pharma A/S at a purchase price of around EUR 260m. As of 4
April 2018, the product portfolio is a part of the Company.
The product portfolio comprises of ten prescription and prescription-free
drugs, including Selexid®, Burinex® and Locobase®. In 2017, the product
portfolio had a turnover of around EUR 70m.
MARKET POSITION
The product portfolio from LEO Pharma consists of ten well-established drugs
primarily within the therapeutic areas infectious, cardiovascular diseases and
dermatology. Approximately 49 per cent of the turnover is attributable to the
Nordic region, while turnover in the rest of Europe27 represents 42 per cent and
in the rest of the world28 around 9 per cent. The products are sold in a total of
72 countries.
Geographic turnover distribution, 201729
Nordics

Other Europe

Other World

9%

49%
42%

27

Refers to, among others, France, Belgium, Great Britain, Germany, Ireland and Austria, which together
represent 33 per cent of total turnover in 2017.
28
Refers to, among others, Saudi Arabia, South Africa, Vietnam and United Arab Emirates, which together
represent around 5 per cent of total turnover in 2017.
29 LEO Pharma A/S internal accounts.
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TRANSACTION RATIONALE
The acquisition of the product portfolio from LEO Pharma A/S suits Karo
Pharma’s strategy to become one of the leading Specialty Pharma companies in
the Nordic region well. Through the acquisition, Karo Pharma will achieve a
stronger position in Denmark, Sweden and Norway. Further, the total turnover
after the acquisition will justify the development of the Company’s organisation
in Finland, where a subsidiary has been established and a CEO has been
appointed, starting 1 June 2018. Through the acquisition with well-established
products in Europe, the Company is also given a platform to establish profitable
operations in important markets within the region. In the rest of the world,
sales will take place via distributors.
FINANCIAL INFORMATION AND EXPECTED SYNERGY EFFECTS
The product portfolio from LEO Pharma A/S had a turnover of around SEK
679m in 2017, of which 49 per cent of the turnover in the Nordic region,
approximately 42 per cent in the rest of Europe and approximately 9 per cent
in the rest of the world. Of the total sales, approximately 62 per cent consists
of prescription drugs.
The product portfolio from LEO Pharma has a higher gross margin than Karo
Pharma and Karo Pharma expects that the gross margin in the acquired
portfolio will be around 10 percentage points higher than the gross margin in
Karo Pharma’s product portfolio for 2017. Gross margins vary between various
products and different markets. The development of the product mix will
therefore affect the development of the gross margin for the product portfolio.
Karo Pharma will gradually take over the management of the products. LEO
Pharma will manage the product portfolio on behalf of Karo Pharma during a
transition period against compensation on market terms. According to the
agreement, the transition period may last 24 months.
In Sweden and Norway, the new products can mainly be managed by the
existing organisation. For other markets, mainly the marketing and sales
organisation needs to be developed to manage the products. As a consequence
of the acquisition, costs are expected to arise in quarters two to four of 2018
for development of new subsidiaries and expansion of existing sales
organisation (approximately SEK 50m) and costs associated with integration
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and expansion of Karo Pharma’s regulatory organisation (approximately SEK
20m).
Since the acquisition of the LEO portfolio is of commercial take-over
characteristic, the Company will also have an obligation to acquire the LEO
product portfolio inventories. This cost is estimated at approximately SEK 100m
and is expected to be paid in the second half of 2018.
Through the acquisition, Karo Pharma will get an extended market platform
and can launch its products in several markets. Cost synergies will be smaller
since the development will take place in several markets. Joint marketing
materials and relatively lower central fixed costs can be achieved.
For information on the financing costs connected with the acquisition, see the
section “Pro forma adjustments - Costs of raising loans attributable to the
acquisition”.
PRODUCTS
The product portfolio includes the drugs Selexid®, Burinex® and Locobase®
which jointly represent 60 per cent of total turnover. The other drugs are
Contrane®, Fonx®, Condyline®, Synalar®, Mildison®, Centyl® and Kaleorid®.
Selexid
Selexid belongs to a group of drugs in antibiotics. Selexid has a bacterial effect
and acts by killing bacteria that cause infections in the bladder or ureters. By
cultivation response, appropriate antibiotic treatment is chosen.
Burinex
Burinex is a diuretic that accelerates the secretion of urine. Burinex is used for
the treatment of fluid accumulation in the body (oedema) for adults, which
may be associated with heart failure, liver cirrhosis or kidney disease
Locobase
Locobase is a cream that has water-retention and skin peeling properties.
Locobase can, without a doctor’s prescription, be used as a peeling and
softening treatment for thickened, dry and hard skin.
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Condyline
Condyline contains podophyllotoxin that inhibits the growth of virus-infected
cells. Condyline is used for the treatment of genital warts (condyloma).
Synalar
Synalar is a cortisone preparation that counteracts certain skin inflammations
and pruritus. Synalar ointment and cream are used for the treatment of various
skin diseases, such as eczema, psoriasis and inflammation of the external ear
canal. Synalar gel is particularly suitable for use in the scalp or other body parts
with hair growth.
Centyl
Centyl contains two different types of substances. One drug is called
bendroflum thiazide and is a diuretic. The other drug is called potassium
chloride and is a potassium supplement. Centyl is used to:
 Treat oedema where there is too much fluid in the body. Oedema can
cause symptoms such as swollen ankles or respiratory difficulties.
 Treatment of high blood pressure (hypertension).
 Prevent kidney stones from forming.
Kaleroid
Potassium is an important component of the body’s cells and is important for
the muscle and nerve function and for the body’s acid-base balance. Potassium
deficiency may occur in connection with certain diseases and during treatment
with different diuretic agents. Kaleorid is given to patients with low levels of
potassium in the blood. It can also be given for preventive purposes in
connection with diuretic treatment.
Mildison
Mildison is a mildly acting cortisone preparation for external use in the form of
a rich cream. Mildison is used for the treatment of acute and chronic eczema.
Mildison cream is suitable for dry scaling eczema. Mildison can also be used
without a medical prescription in mild eczema caused by, for example, soap,
detergents, cosmetics, insect bite and sunbathing.
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Fonx
Fonx is a cream used to treat fungal infections, especially on feet.
Contrane
Contrane is used to protect the skin from moisture, irritation and
contamination of bacteria.
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SELECTED FINANCIAL INFORMATION
Set forth below is historical information regarding Karo Pharma’s financial
development for the financial years 2017, 2016 and 2015, which has been
prepared in accordance with International Financial Reporting Standards, as
adopted by the EU (“IFRS”) and for the period 1 January - 31 March 2018 and
for the comparable period 1 January - 31 March 2017, prepared in accordance
with IAS 34 Interim Reporting. The financial information regarding the financial
years 2017, 2016, and 2015 has been collected from Karo Pharma’s Annual
Reports for 2017, 2016 and 2015, which are audited.
The information for the period 1 January - 31 March 2018 and for the
comparative period 1 January - 31 March 2017 was collected from the Interim
Report for the period 1 January - 31 March 2018.
Parts of the Company’s annual reports for the financial years 2017 (pages 2451), 2016 (pages 22-47) and 2015 (pages 20-39) and the Interim Report for the
first quarter 2018 (pages 10-16) are incorporated by reference and form part of
the Prospectus. Certain financial information presented in the Prospectus has
been rounded to make the information more easily accessible to the reader.
Accordingly, figures in some tables may, when added up, not correspond exactly
to the subtotal quoted.
The information in this section must be read jointly with the sections
“Comments to the financial statements” and “Capital structure and other
financial information”, Karo Pharma’s annual reports for 2017, 2016 and 2015
and the Company’s interim report for the period 1 January - 31 March 2018.
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CONSOLIDATED PROFIT AND LOSS STATEMENT IN SUMMARY
2018

2017

2017

2016

2015

Jan-Mar

Jan-Mar

Jan-Dec

Jan-Dec

Jan-Dec

Unaudited

Unaudited

Audited

Audited

Audited

267,063

139,333

657,606

347,261

69,095

-115,493

-64,540

-315,703

-198,536

-40,494

151,571

74,793

341,904

148,725

28,601

Distribution costs

-74,036

-34,653

-198,609

-112,787

-26,718

Administration costs

-14,355

-7,565

-43,650

-28,689

-27,150

-400

-1,361

-4,355

-5,259

-34,957

Amount in SEKk
Net sales
Cost of goods sold
Gross profit
Operating expenses

Research and development costs

776

213

-15,385

27,583

-14,639

-88,016

-43,366

-262,000

-119,152

-103,464

of which depreciation and write-offs

25,395

12,313

61,744

21,937

6,743

Operating profit

63,555

31,427

79,904

29,573

-74,863

-15,208

-12,007

-59,053

-9,735

-434

Profit before tax

48,347

19,420

20,851

19,838

-75,297

Tax

-1,184

1,930

-6,346

75,718

-2,894

Profit for the period

47,163

21,350

14,505

95,556

-78,191

47,164

21,352

14,516

95,556

-77,632

-1

-2

-11

-

-559

Other operating income and expenses
Total operating expenses

Financial net

Profit for the period attributable to:
Shareholders of parent company
Non-controlling interest

CONSOLIDATED BALANCE SHEET IN SUMMARY
2018

2017

2017

2016

2015

31 Mar

31 Mar

31 Dec

31 Dec

31 Dec

Unaudited

Unaudited

Audited

Audited

Audited

2,976,131

1,420,213

2,923,110

1,432,012

475,655

Inventories

14,945

12,537

14,498

12,297

5,701

Fixed financial assets

76,974

9,465

79,686

37,801

21

Other current assets

311,539

179,640

285,968

169,390

84,670

Cash and cash equivalents

295,189

166,110

838,586

121,346

76,490

3,674,778

1,787,965

4,141,848

1,772,846

642,537

1,876,744

1,104,374

1,586,515

717,012

364,581

Deferred tax liability

83,332

57,467

89,537

59,371

31,740

Long-term liabilities

1,456,374

505,489

1,452,623

539,883

21,026

Short-term liabilities

258,328

120,635

1,013,172

456,580

225,190

3,674,778

1,787,965

4,141,848

1,772,846

642,537

Amount in SEKk
Assets
Intangible assets

Total assets
Equity and liabilities
Equity

Total equity and liabilities
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CONSOLIDATED CASH FLOW ANALYSIS IN SUMMARY
2018

2017

2017

2016

2015

Jan-Mar

Jan-Mar

Jan-Dec

Jan-Dec

Jan-Dec

Unaudited

Unaudited

Audited

Audited

Audited

63,815

39,264

90,186

5,654

-67,036

-22,287

-4,393

-56,667

-41,772

14,825

Cash flow from the operating activities

41,528

34,871

33,519

-36,118

-52,211

Cash flow from investment activities

-2,057

14,967

-1,245,815

-995,927

-220,837

Cash flow from financing activities

-590,540

-5,026

1,931,054

1,076,402

297,929

Cash flow for the period

-551,068

44,812

718,759

44,357

24,881

Amount in SEKk
Cash flow from operating activities
before change in working capital
Change in working capital
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KEY FINANCIAL RATIOS
The following table contains alternative key financial ratios that have not been
defined in accordance with IFRS. The company estimates that these key ratios
provide a better understanding of the Company’s economic trends. These key
ratios, unless otherwise specified, have not been audited and should not be
considered individually or as an alternative to performance key ratios that have
been prepared in accordance with IFRS. In addition, these key ratios, as the
Company has defined them, should not be compared to other key ratios with
similar names used by other companies. This is because key ratios are not
always defined in the same way, and other companies can calculate them
differently than the Company.

Amounts in SEKk
1

Net sales

2

Net sales growth
3

Gross profit

2

Gross margin

Operating expenses

3

2

EBITDA

2

EBITDA margin

Earnings before tax

3

Earnings per share (SEK)
3

Cash flow from operating activities
Cash and cash equivalents at the end of
3
the period
2
Equity ratio

1.
2.
3.
4.

2018

2017

2017

2016

2015

Jan-Mar

Jan-Mar

Jan-Dec

Jan-Dec

Jan-Dec

Unaudited
267,063

Unaudited
139,333

Audited
657,606

Audited
347,261

Audited
69,095

91.7%

69.3%

89.4%

402.6%

129.9%

151,571

74,793

341,904

148,725

28,601

56.8%

53.7%

52.0%

42.8%

41.4%

-88,016

-43,366

-261,999

-119,152

-103,464

88,950

43,740

141,648

51,510

-68,120

33%

31%

22%

15%

neg

48,347

19,420

20,851

19,838

-75,297

0.45

0.27

0.17

1.42

-1.73

41,528

34,871

33,519

-36,118

-52,211

295,189

166,110

838,586

121,346

76,490

51.1%

61.8%

38.3%

40.4%

56.7%

Defined according to IFRS
Alternative ratio (not audited)
From the Company’s accounts (these constitute alternative key ratios).
Consideration of the bonus issue element in the issue of new shares and that outstanding warrants did not entail any dilution
effect.

Reconciliation of ratios
Alternative key ratios relate to financial measures used by the Company’s
management and investors to evaluate the Company’s earnings and financial
position that cannot be read directly from the financial statements. These
financial measures are intended to facilitate the analysis of the Company’s
development. The alternative key ratios should not be regarded as substitutes
but rather as complements to the financial reporting prepared in accordance
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with IFRS. The financial measures set out in this report may differ from similar
measures used by other companies. The key ratios below are not calculated
according to IFRS but are provided anyway since Karo Pharma believes these
are important in connection with investors’ assessment of the Company and
the Offer. Definitions of key ratios and their purposes are set out in the section
“Financial definitions” below.
2018

2017

2017

2016

2015

Jan-Mar

Jan-Mar

Jan-Dec

Jan-Dec

Jan-Dec

Unaudited
267,063

Unaudited
139,333

Audited
657,606

Audited
347,261

Audited
69,095

139,333

82,300

347,261

69,095

30,060

91.7%

69.3%

89.4%

402.6%

129.9%

Gross profit

151,571

74,793

341,904

148,725

28,601

Net sales

267,063

139,333

657,606

347,261

69,095

Gross margin

56.8%

53.7%

52.0%

42.8%

41.4%

Operating profit
Reversal for depreciation and writedowns
EBITDA

63,555

31,427

79,904

29,573

-74,863

25,395

12,313

61,744

21,937

6,743

88,950

43,740

141,648

51,510

-68,120

267,063

139,333

657,606

347,261

69,095

33.3%

31.4%

21.%%

14.8%

neg

Equity

1,876,744

1,104,374

1,586,515

717,012

364,581

Total assets

3,674,778

1,787,965

4,141,848

1,772,846

642,537

Equity ratio

51.1%

61.8%

38.3%

40.4%

56.7%

Amounts in SEKk
Net sales for the period
Net sales in the previous period
Net sales growth

Net sales
EBITDA margin
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Financial definitions
Key financial ratios
Net sales growth

Definition
Percentage change of
net sales in the past
period compared to the same period
the previous year.
Gross profit in relation to
net sales.

Purpose
The key ratio is relevant to analyse the sales development
and the Company’s ability to generate revenues.

EBITDA

Operating profit before writedowns and depreciation

The key ratio shows the underlying result of the operations net of the
effect of depreciation and write-downs and provides a picture of profit
generated from the day-to-day activities.

EBITDA margin

EBITDA in relation to
net sales

EBITDA margin is used to measure operating profitability.

Equity ratio

Equity in relation to
balance sheet total

The equity ratio is relevant for investors and other stakeholders who
want to assess the Company’s financial stability and ability to survive in
the long term.

Gross margin

Gross margin is used to show the Company’s margin before impact of
costs such as distribution costs and administration costs and expenses
for research and development.
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COMMENTS TO FINANCIAL INFORMATION
The below comments to the financial development relate to the period 1
January - 31 March 2018 and 1 January - 31 March 2017 and the financial years
2017, 2016, and 2015. The information below should be read in conjunction
with the section “Selected financial information”.
THE PERIOD 1 JANUARY - 31 MARCH 2018 COMPARED TO THE PERIOD 1
JANUARY - 31 MARCH 2017
Sales and earnings
Net sales in the first quarter of 2018 increased to SEK 267.1m (139.3). Cost of
sold goods amounted to SEK 115.5m (64.5). This resulted in a gross profit of
SEK 151.6m (74.8) and a gross margin of 56.8 (53.7) per cent for the period. The
operating expenses, including depreciation and excluding other operating
income, amounted to SEK 88.0m (43.4). Distribution costs amounted to SEK
74.0m (34.7). The increase in distribution costs is primarily attributable to the
additional business in Norway. The operating profit amounted to SEK 63.6m
(31.4). Earnings per share amounted to SEK 0.45 (0.27).
Investments and depreciation
Investments amounted to SEK 2.1m in the first quarter of 2018 compared to a
positive investment amount of SEK 15.0m for the first quarter in 2017. The
positive investment amount for the first quarter of 2017 was related to a sale
of shares in Oasmia for a value of SEK 17.8m.
Cash flow development
Cash flow from operating activities amounted to SEK 41.5m (34.9). The
Company’s cash and cash equivalents at the end of the period amounted to SEK
295.2m (166.1). The cash flow for the period was SEK -551.1m (44.8). The main
difference compared to the first quarter of 2017, is higher amortisations of
loans during the first quarter of 2018.
THE FINANCIAL YEAR 2017 COMPARED TO THE FINANCIAL YEAR 2016
Sales and earnings
Net sales in 2017 increased to SEK 657.6m in 2017 compared to SEK 347.3m in
2016, equivalent to a net sales growth of 89.4 per cent, primarily driven by the
acquisition of Biophausia in 2016 and Weifa (name changed to Karo Pharma
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Norge AS) in 2017. Of the total revenues, SEK 17.9m consists of milestone
compensation from Pfizer and the remaining part of the sales consists mainly of
product sales. Costs of goods sold amounted to SEK 315.7m in 2017 compared
to SEK 198.5m in 2016, resulting in a gross profit of SEK 341.9m compared to
SEK 148.7m in 2016 and a gross margin of 52.0 per cent in 2017 compared to
42.8 per cent in 2016. The operating expenses including depreciation
amounted to SEK 262.0m in 2017 compared to SEK 119.2m in 2016.
Distribution costs increased to SEK 198.6m in 2017 compared to SEK 112.8m in
2016 primarily as a result of the acquisition of BioPhausia and the acquisition of
Weifa. Research and development costs decreased to SEK 4.4m compared to
SEK 5.3m in 2016. Operating profit amounted to SEK 79.9m in 2017 compared
to SEK 29.6m in 2016. The costs relating to the acquisition of Weifa and
restructuring costs in connection with the acquisition of Weifa affected the
operating profit in the fourth quarter by SEK 28m. Earnings in 2017 amounted
to SEK 14.5m compared to SEK 95.6m in 2016. Earnings for this year were
affected by, in addition to the factors affecting the operating profit, losses in
connection with the sale of shares in Oasmia. The loss amounted to SEK 10.5m.
Earnings for the previous year were positively impacted by SEK 75m as a result
of an accrued tax receivable attributable to the parent company’s tax loss
carryforwards, which in part is expected to be utilised due to the acquisition
made in 2016. Earnings per share amounted to SEK 0.17 in 2017 compared to
SEK 1.42 in 2016.
Investments and depreciation
Investments amounted to SEK 1,245.8m in 2017 compared to SEK 984.9m in
2016, of which the acquisition of Weifa in 2017 accounted for SEK 1,322.7m.
The significant asset item in Weifa was product rights, including products such
as Paracet, Ibux and Asan, at a value of SEK 775.5m and goodwill of SEK
792.3m.
Cash flow development
Cash flow from operating activities amounted to SEK 33.5m in 2017, an
increase from SEK -36.1m in 2016. The Group’s cash and cash equivalents at
year-end amounted to SEK 838.6m, compared to SEK 121.3m which was the
closing balance at the end of 2016. The two rights issues that were completed
in 2017 provided the Company with SEK 965.1m in cash and cash equivalents
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after transaction costs, combined with raising loans of SEK 1,750.4m prior to
repayment of existing loans, which contributed to a positive cash flow from
financing activities totalling SEK 1,931.1m.
THE FINANCIAL YEAR 2016 COMPARED TO THE FINANCIAL YEAR 2015
Sales and earnings
Net sales in 2016 increased to SEK 347.3m compared to SEK 69.1m in 2015,
equivalent to a growth in net sales of 402.6 per cent. Growth was primarily
driven by the acquisitions of Apropharm and Swereco in September and
October 2015, respectively. Since September 2015, sales consist primarily of
product sales. Cost of goods sold amounted to SEK 198.6m in 2016 compared
to SEK 40.5m in 2015, resulting in a gross profit of SEK 148.7m compared to SEK
28.6m in 2015 and a gross margin of 42.8 per cent in 2016 compared to 41.4
per cent in 2015. Operating expenses including depreciation amounted to SEK
119.2m in 2016 compared to SEK 103.5m in 2015. Distribution costs increased
to SEK 112.8m in 2016 compared to SEK 26.7m in 2015. Research and
development costs decreased to SEK 5.3m compared to SEK 35.0m in 2015. As
the company no longer provides its own research activities, partners of the
Company are used, which in turn develop the projects and account for the
costs. Operating profit amounted to SEK 29.6m in 2016 compared to SEK 74.9m in 2015. Costs for, among other things, the relocation of inventories,
restructuring and market initiatives, affected operating profit by SEK 11.8m in
the fourth quarter of 2016. The sale of the cancer project KB 9520 impacted
operating profit positively by SEK 28.9m in 2016. Earnings in 2016 amounted to
SEK 95.6m compared to SEK -78.2m in 2015. Earnings were positively affected
by SEK 75m as a result of an accrued tax receivable attributable to the parent
company’s tax loss carryforwards. Earnings per share amounted to SEK 1.42 in
2016 compared to SEK -1.73 in 2015.
Investments and depreciation
Investments amounted to SEK 984.9m in 2016 compared to SEK 481.6m in
2015, of which the acquisition of BioPhausia in 2016 accounted for SEK 973.8m
net. The significant asset item in BioPhausia was product rights with a value of
SEK 429.4m and goodwill of SEK 494.6m.
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Cash flow development
Cash flow from operating activities amounted to SEK -36.1m in 2016, an
increase from SEK -52.2m in 2015. The Group’s cash and cash equivalents at
year-end amounted to SEK 121.3m, compared to SEK 76.5m which was the
closing balance at the end of 2015. The rights issue that was completed in April
2016 provided the Company with SEK 279.6m in cash and cash equivalents
combined with loans of SEK 900.0m, which contributed to a positive cash flow
from financing activities totalling SEK 1,076.4m.
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CAPITAL STRUCTURE AND OTHER FINANCIAL
INFORMATION
INTRODUCTION
On 31 March 2018 Karo Pharma’s equity amounted to SEK 1,876.7m and cash
and cash equivalents amounted to SEK 295.2m. As per 31 March 2018 the
equity ratio was 51.1 per cent. The tables show Karo Pharma’s equity,
indebtedness and net indebtedness as per 31 March 2018. In the calculation of
the net debt, both interest-bearing and non-interest-bearing liabilities are
included for short-term and long-term liabilities. In addition to what is shown in
the table below, the Company has contingent liabilities of up to SEK 2,674m as
at 31 March 2018.
EQUITY AND LIABILITIES
SEKk
Total short-term interest bearing liabilities
With guarantee
Secured

1

Without guarantee or security
Total long-term interest bearing liabilities
With guarantee
Secured

1

31 March 2018
128,551

31 March 2018*
1,128,551

0

0

128,551

1,128,551

0

0

1,451,841

1,938,443

0

0

1,451,841

1,938,443

0

0

Total equity

1,876,744

3,163,806

Share capital

43,822

65,733

1,832,923

3,098,074

Without guarantee or security

Other additional capital
*

1)

The column reflects a combination of debt and equity which takes into account the additional capital from the
rights issue (approximately SEK 1,265m after deducting issue and guarantee costs) that will be used to amortise
parts of the loans that were raised for the acquisition of LEO Pharma A/S. Karo Pharma financed the acquisition of
the LEO Portfolio with a bank loan of a total of SEK 4,232m which included refinancing of existing loans and of
which SEK 2,255m consists of two bridge loans. Of the proceeds from the rights issue, SEK 1,255m will be used to
repay one of the bridge loans.
Security for the short-term and long-term liabilities consist of pledged shares, pledged brands and corporate
mortgages.

The above statement of reported equity and liabilities does not take into
account the bank financing taken in connection with the acquisition of the LEO
portfolio, which totalled SEK 4,232m including refinancing of existing loans and
of which SEK 2,255m consists of bridge loans, or the current rights issue.
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NET INDEBTEDNESS
SEKk
(A) Cash
(B) Cash equivalents

31 March 2018
0
295,189

(C) Easily realizable securities

0

(D) Total liquidity (A)+(B)+(C)

295,189

(E) Current financial receivables

0

(F) Current bank liabilities

0

(G) Short-term part of long-term liabilities

128,551

(H) Other current liabilities

129,777

(I) Total current financial liabilities (F)+(G)+(H)

258,328

(J) Net current financial liabilities (I)-(E)-(D)

-36,861

(K) Long-term bank loans
(L) Issued bonds
(M) Other long-term liabilities

1,451,841
0
0

(N) Long-term financial indebtedness (K)+(L)+(M)

1,451,841

(O) Financial net debt (J)+(N)

1,414,980

WORKING CAPITAL
In the Company’s assessment, the existing working capital is insufficient for
current needs in the next twelve months. In this context, working capital means
the Company’s access to financing for its ability to meet its payment obligations
in the next 12 months. As a result of the acquisition of the LEO portfolio, the
working capital deficit amounts to approximately SEK 959,811k. Karo Pharma
financed the acquisition of the LEO portfolio with a bank loan of a total of SEK
4,232m which included refinancing of existing loans and of which SEK 2,255m
consists of two bridge loans. Through the Offer, which is covered by
subscription obligations or an issue guarantee totalling 100 per cent, the
Company is expected to provide approximately SEK 1,265m after deduction for
issue and guarantee costs. Of the proceeds from the rights issue, SEK 1,255m
will be used to repay the bridge loan. The remaining part of the proceeds will
be used to finance the working capital. If the Offer, despite the present
subscription commitments and the issuance guarantees (which are not
secured), does not bring in at least approximately SEK 959,811k, sufficient
working capital will not be able to repay the bridge loan. Currently, Karo
Pharma has no reason to assume that this will occur, but if it were to do so,
Karo Pharma will be forced to seek alternative financing for the unpaid amount
no later than 19 August 2018 (the Company can however, extend the loan to
no later than 19 November 2018) when one of the bridge loans of SEK 1,255m
becomes due for repayment. Examples of alternatives may include additional
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share capital, bank financing or sale of assets, for example sale of certain
product rights or patents. The Company believes that its possibilities of
obtaining such alternative financing solutions are currently good.
RESTRICTIONS ON THE USE OF CAPITAL
There are no restrictions on the use of the capital.
INVESTMENTS
January - March 2018
Investments amounted to SEK 2.1m for the first quarter 2018 compared to a
positive investment amount of SEK 15.0m for the first quarter in 2017. The
positive investment amount for the first quarter in 2017 was related to a sale of
shares in Oasmia for a value of SEK 17.8m.
2017
During 2017, Karo Pharma’s investments totalled SEK 1,245.8m, of which the
acquisition of Weifa ASA (name changed to Karo Pharma Norge AS) accounted
for the main part. The significant asset item in Weifa was product rights to a
value of SEK 775.5m, including products such as Paracet, Ibux and Asan, and
goodwill of SEK 792.3m
2016
During 2016, Karo Pharma’s investments totalled SEK 984.9m, of which the
acquisition of BioPhausia accounted for a net of SEK 973.8m. The significant
asset item in BioPhausia was product rights to a value of SEK 429.4m and
goodwill of SEK 492.6m.
2015
During 2015, Karo Pharma’s total investments amounted to SEK 481.6m.
Investments in 2015 consisted mainly of the acquisitions of Apropharma AS,
DNE Sverige AB, MedCore AB and Swereco AB.
ONGOING AND PLANNED INVESTMENTS
As a result of the acquisition of the product portfolio from LEO Pharma A/S the
Company has identified additional investments and integration costs that will
be realised in 2018 and 2019. Costs of establishing new subsidiaries and
expanding and strengthening the Company’s marketing and sales organisation
are estimated at SEK 50m as well as costs associated with integration and
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expansion of Karo Pharma’s regulatory organisation (approximately SEK 20m).
Since the acquisition of the LEO portfolio is a commercial take-over, the
Company will also have an obligation to acquire the LEO product portfolio
inventories. This cost is estimated at approximately SEK 100m and is expected
to be paid in the second half of 2018.
The Company continuously evaluates various investment opportunities that
can strengthen Karo Pharma’s position in its different markets, but currently
there are no significant ongoing investments or commitments relating to future
investments other than those relating to the acquisition of the LEO product
portfolio.
SIGNIFICANT EVENTS AFTER 31 MARCH 2018
On 4 April 2018 Karo Pharma completed the acquisition of a product portfolio,
including an associated contract, from LEO Pharma A/S (the “LEO Portfolio”).
More information is available in the sections “Acquisition of the LEO Portfolio”
and “Legal considerations and supplementary information - Material
agreements - The acquisition of the LEO Portfolio”.
On 7 May 2018, a prosecutor filed an application for summons against the
Company’s chairman of the board of directors Anders Lönner regarding
aggravated insider trading (Sw. grovt insiderbrott). The prosecutor further
claims that the Company shall be ordered a corporate fine (Sw. företagsbot)
amounting to SEK 1m; that SEK 2,724,037 shall be forfeitured (Sw. förverkande)
from the Company; and that Anders Lönner shall be banned from business
activities (Sw. näringsförbud) for a period of 3 years. For more information,
please refer to sections “Board of directors, senior executives and auditors –
Other information” and “Legal considerations and supplementary information –
Disputes”.
On 9 May 2018, the board of directors resolved to repurchase own shares with
support from the authorisation granted by the annual general meeting held on
3 May 2018. For more information, please refer to section “Share, share capital
and ownership structure – Authorisation”.
Apart from as set out in this section, since 31 March 2018 no significant
changes have taken place in relation to the Company’s financial position or its
position in the market.
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The planned rights issue will affect capital structure and indebtedness through
an increase in equity of around SEK 1,265m (issued amount SEK 1,315m minus
issue costs of around SEK 50m).
Issue amount

1,314.7

Issue guarantee

-27.0

Other issue costs

-22.5

Net additional capital

1,265.2

The capital added to the company in the rights issue will be used to amortise
part of the loans raised in connection with the acquisition of the business from
LEO Pharma A/S.
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PRO FORMA
THE PURPOSE OF THE PRO FORMA ACCOUNTS
On 28 February 2018 Karo Pharma acquired a product portfolio, including
among others certain intellectual property rights and other rights in
commercial agreements, from the Danish pharmaceutical company LEO
Pharma A/S effective per 4 April 2018 (the “LEO Portfolio”). The acquisition will
have a direct impact of the Company’s future financial position, results and
cash flows. Partly through the acquired operations as well as through the loan
financing resulting from the acquisition. In order to replace parts of the loan
financing with equity, the board of directors decided on 4 April 2018, subject to
the annual general meetings subsequent approval, on a new share issue with
preferential rights for the Company’s existing shareholders. The new share
issue will also impact Karo Pharma’s results and financial position. The new
share issue has not impacted the pro forma accounts. Guiding information on
liabilities and equity as a consequence of the new issue is available under the
section “Significant events after 31 March 2018” in the chapter “Capital
structure and other financial information”.
The purpose of the consolidated pro forma accounts is to report the
hypothetical impact of the acquisition of the LEO Portfolio and the loan
financing resulting from the acquisition on Karo Pharma’s financial position if
the acquisition had been completed on 31 March 2018. In these pro forma
accounts, only the pro forma balance sheet is included, since the acquisition
only relates to certain specific assets in operations that formed part of the
former owner’s larger integrated operations and therefore there is no separate
historical financial information with separate accounting of results or where
associated assets, liabilities and obligations are available. This means it is
impossible to prepare a pro forma profit and loss account that gives a fair
picture. Guiding information on the result development as a consequence of
the acquisition is available under the section “Acquisition of the LEO Portfolio”.
BASIS OF PRO FORMA ACCOUNTS
Karo Pharma applies International Financial Reporting Standards, as adopted by
the EU (“IFRS”) in its financial statements. The pro forma accounts are
prepared in accordance with Karo Pharma’s accounting principles as described
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in the annual report for 2017. Accounting principles and calculation bases
remain unchanged compared to those applied in the annual report for 2017.
The pro forma accounts have been based on Karo Pharma’s group balance
sheet as per 31 March 2018 which is prepared according to IFRS/IAS 34 and
forms part of the interim report for the first quarter 2018, which is
incorporated in the prospectus by reference. The acquired assets were
purchased in EUR and have been converted, in the pro forma accounts, to SEK
at acquisition price (10.2816). The financing raised in connection with the
acquisition of the assets has been partly raised in EUR and in such part has
been recognised at the rate of the closing date rate according to the Riksbank’s
rate of exchange per 31 March 2018 (10.2931). Pro forma adjustments have
been made to reflect the acquisition of the LEO Portfolio from LEO Pharma and
the loan financing in connection with the acquisition.
On 1 March 2018, Karo Pharma announced that the company had concluded an
agreement with LEO Pharma A/S to acquire a product portfolio with associated
agreements, constituting, among others, a platform for distribution. On 4 April
the acquisition of the LEO Portfolio from LEO Pharma A/S was completed at a
price of SEK 2,673.7m. The transaction costs connected to the acquisition have
been estimated at SEK 0.5m and have been adjusted in the pro forma balance
sheet under acquisition-related adjustments.
PRO FORMA ADJUSTMENTS
Acquisition value for product rights
Acquisition costs and financing have been taken into account by using raised
loans to settle the purchase price.
Purchase price allocation
Karo Pharma has not yet made any purchase price allocation and therefore no
allocation between goodwill and other intangible assets has been completed.
The business that Karo Pharma acquired from LEO Pharma A/S is reported in
the pro forma balance sheet as intangible fixed assets and consist of product
rights and goodwill. The product rights have an estimated useful life of 15 years
and will thus be amortized over this period. Goodwill is not subject to
amortization. However, an impairment test is carried out annually to determine
that the carrying amount does not exceed the recoverable amount. The
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acquisition of the LEO Portfolio has impacted the pro forma accounts by an
increase of intangible assets and a reduction of cash and cash equivalents.
Borrowing costs attributable to the acquisition
In the pro forma balance sheet, the following pro forma adjustments have been
taken into account in the balance sheet as at 31 March 2018 regarding the
borrowing costs incurred as a consequence of the acquisition:
 Borrowing costs for new loans in connection with the acquisition
amounted to SEK 38.9m and have been taken into account as a reduction
in cash and cash equivalents, a decrease in current and long-term debt.
The borrowing costs relate to costs of raising loans such as arrangement
fees.
Loan financing
Pro forma adjustments have been made in the balance sheet per 31 March
2018 to reflect the impact of the increased borrowing in the form of a bank
loan in a total amount of SEK 2,666.7m borrowed in connection with the
acquisition and adjusted for arrangement expenses (SEK -38.9m). SEK 2,255m
of the borrowing relates to short-term loans, SEK 80m to the short-term part of
the long-term loan and SEK 332m to the long-term part of the loans raised.
Amortisation of the long-term loan commences on 31 December 2018 and is
subsequently amortised by SEK 40m per quarter of the loan amount per
quarter. The bank loans are subject to a variable interest rate based on the
development of STIBOR and EURIBOR (+2.5% for short-term loans and +3.5%
for long-term loans). The loan terms of the above loans require that the
Company fulfil certain financial key figures. These financial key ratios are based
on:
 Net loan debt in relation to EBITDA
 Cash flow in operating activities in relation to financial expenses (interest
coverage ratio)
The company intends to issue shares through a rights issue to repay SEK
1,255m in new loans. The issue is expected to be completed in Q2 2018. The
proceeds from the issue amount to SEK 1,255m after deduction for issue costs.
The issue costs are estimated at around SEK 50m.
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Further, the company intends to issue bond loans in 2018 corresponding to SEK
1,000m after deductions for issue costs. The proceeds will be used to amortise
a short-term loan of SEK 1,000m.
Transaction costs attributable to the acquisition
Transaction costs attributable to the acquisition amount to SEK 0.5m and have
been included in the pro forma balance sheet under acquisition-related
adjustments. The costs were included in the balance sheet per 31 March 2018
in Karo Pharma as a prepaid cost and have been adjusted in the pro forma
accounts so that they reduce equity since they arose before the acquisition.
Other estimated costs in connection with the acquisition include costs of the
rearrangement of loans due to a change of lenders for existing debts as a
consequence of raising new loans. These expenses of a total of SEK 10.3m
would have occurred before the acquisition and therefore have been charged
to the pro forma balance sheet through a reduction in equity and an increase in
long-term debt. The tax effect is estimated with a tax rate of 22 per cent.
Adjustment of accounting principles
The adjustments and the accounting of the effects that acquired assets and
loan financing have contributed in the pro forma accounts have complied with
the accounting principles used in Karo Pharma’s annual report for 2017.
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PRO FORMA ACCOUNTS 31 MARCH 2018
The consolidated pro forma accounts are based on Karo Pharma’s financial
statements as of 31 March 2018.
Balance Sheet 31 March 2018
The consolidated pro forma balance sheet in summary per 31 March 2018 was
prepared as though the acquisition of the product portfolio from LEO and the
borrowing to finance the acquisition took place on 31 March 2018.

Amount in SEKk

Karo
Pharma

Acquired
assets

2,976,131

2,673,216

Acquisitionrelated
adjustments

Effect of loan
financing

Total

Assets
Intangible assets

(B)

5,649,347

14,945

Inventories

14,945
0

Deferred tax asset
Other financial fixed
assets

76,974
3,068,050

Total fixed assets

76,974
2,673,216

0

Other current assets

311,539

Cash and cash equivalents

295,189

-2,673,216

Total current assets

606,728

-2,673,216

-487

2,627,812

560,836

3,674,778

0

-487

2,627,812

6,302,103

TOTAL ASSETS

Equity and debts
Equity
Total equity

-487

5,741,266

(C)

(A)

311,052
2,627,812

(D)

249,784

(G)
1,876,744
1,876,744

-8,463
0

(C)

-8,463

1,868,281
0

1,868,281

Deferred tax liability

83,332

83,332

Long-term liabilities

1,456,374

10,363

(C)

310,724

(E)

1,777,461

Short-term liabilities

258,328

-2,387

(C)

2,317,088

(F)

2,573,028

Total liabilities

1,798,034

0

7,976

2,627,812

4,433,822

TOTAL EQUITY AND
LIABILITIES

3,674,778

0

-487

2,627,812

6,302,103
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(A)

Notes to pro forma assets and liabilities per 31-03-2018
The purchase price consists of cash payment of a total of SEK 2,673m.

(B)

The acquired assets consist of products rights and goodwill. No
purchase price allocation has been prepared yet, and accordingly no
allocation between product rights and goodwill has been done. The
estimated useful period for the product rights is 15 years.

(C)

Acquisition-related costs arising before the acquisition and therefore
affecting the pro forma balance sheet with a reduction of equity,
increase of long-term liabilities and reduction of tax liability. These
acquisition-related costs consist of costs of rearrangement of loans of
SEK 10,363k and costs directly attributable to the acquisition, primarily
legal advice, of SEK 487k. The tax effect on these acquisition-related
costs is estimated at SEK 2,387k.

(D)

Effect cash and cash equivalents from loan
financing
Raising of new loans
Arrangement fee
Total:

2,666.7
-38.9
2,627.8

(E)

Raising of new loans long-term part SEK 331.7m minus arrangement fee
which is expensed over the term of the loan SEK 21m.

(F)

Raised short-term loans SEK 2,255m + short-term part of long-term
loan of SEK 80m - arrangement fee which is accrued over the term of
the loan of SEK 17.9m. Short-term raised loans total SEK 2,255m. The
Company intends to raise bond loans in the amount of SEK 1,000m. The
company also intends to carry out a rights issue which will raise a total
capital addition of SEK 1,265m after deduction for issue costs.

(G)

Equity and liabilities are not adjusted for the imminent rights issue.

Invitation to subscribe for shares in Karo Pharma Aktiebolag 87

AUDITOR’S REPORT ON PRO FORMA
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SHARE, SHARE CAPITAL AND OWNERSHIP
STRUCTURE
SHARE INFORMATION
Karo Pharma’s share capital before the Offer amounts to SEK 43,821,592.71,
divided into 109,555,188 shares, each with a quota value of SEK 0.399996.
According to the articles of association, the share capital must amount to at
least SEK 32,000,000 and at most SEK 128,000,000. The number of shares shall
be at least 82,000,000 and at most 328,000,000. The Company has only one
class of shares and all shares have equal rights to the Company’s assets and
surplus in a liquidation event. There are no restrictions for transferring the
Company’s shares. The shares are not subject to any mandatory takeover offer,
any redemption right or redemption obligation.
The company’s shares have never been subject to any public offer and are not
subject to conversion provisions. The shares are denominated in SEK and all
shares are fully paid. The Company’s shares are issued in accordance with
Swedish law and the shareholders’ rights may only be changed or modified in
accordance with the Swedish Companies Act (Sw. aktiebolagslagen).
The Company’s shares are registered with Euroclear which also keeps the
Company’s share register. Karo Pharma shares are traded on Nasdaq
Stockholm, Mid Cap, under the ticker KARO. The ISIN-code for Karo Pharma’s
shares is SE0007464888.
THE OFFER
The board of directors in the Company decided on 4 April 2018, subject to the
approval by the general meeting, on the Offer through which the share capital
may be increased with no more than SEK 21,910,796.356623 through the issue
of a maximum of 54,777,594 new shares, entailing a maximum dilution of 33
per cent (calculated as the number of issues shares in the Offer over the total
number of shares after the Offer). The board of directors’ decision was
approved by the annual general meeting on 3 May 2018.
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SHARE CAPITAL DEVELOPMENT
The table below shows the changes in Karo Pharma’s share capital during the
period covered by the financial information, up to registration of the shares
issued in the Offer.
Date of
registration
with the
SCRO

Transaction

Change in
number of
shares

Total number
of shares

Changes in share
capital, SEK

Total share capital,
SEK

Quota
value per
share, SEK*

2015-05-04

Offset issue

13,480,392

689,743,550

269,604.868471

13,794,718.957440

0.02

2015-07-07

Rights issue

218,118,328

907,861,878

4,362,318.479421

18,157,037.436861

0.02

2015-07-14

Directed issue

20,000,000

927,861,878

399,995.590000

18,557,033.026861

0.02

2015-07-14

Rights issue

11,796,188

939,658,066

235,921.159725

18,792,954.186586

0.02

2015-08-18

Directed issue

199,994

939,858,060

3,999.835915

18,796,954.022501

0.02

2015-08-20

Reversed split (1:20)

-892,865,157

46,992,903

-

18,796,954.022501

2015-10-08

Offset issue

2,551,218

49,544,121

1,020,475.952451

19,817,429.974952

0.40

2015-11-05

Offset issue

381,634

49,925,755

152,651.917491

19,970,081.892443

0.40

2016-04-25

Rights issue

12,178,676

62,104,431

4,871,416.707900

24,841,498.600343

0.40

2016-05-20

Rights issue

302,762

62,407,193

121,103.762100

24,962,602.362443

0.40

2016-05-20

Directed issue

1,500,000

63,907,193

599,993.386950

25,562,595.749393

0.40

2017-02-23

Rights issue

18,259,198

82,166,391

7,303,598.785541

32,866,194.534934

0.40

2018-01-12

Rights issue

27,388,757

109,555,188

10,955,398.18

43,821,592.71

0.40

2018-06-12
(preliminary)

The Offer1)

54,777,594

164,332,782

21,910,796.356623

65,732,389.069868

0.40

* The Company’s share capital is registered with six decimals with the Swedish Companies Registration Office.
In the table, the share capital has been rounded off to two decimals.
1) In case of full subscription of the Offer.
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AUTHORISATION
The annual general meeting held on 3 May 2018 decided to approve the main
principles and scope of Karo Pharma’s long-term share-related incentive
programme, which also included a decision to transfer repurchased treasury
shares to the participants in the programme (see also “Share-related incentive
programme” below). Furthermore, the annual general meeting decided on 3
May 2018 to authorise the board of directors to decide on the repurchase of
the Company’s own shares, and to transfer such shares in connection with,
among others, acquisitions. The authorisation to repurchase shares is limited to
a maximum of such number of shares that the Company’s holding at each time
does not exceed ten per cent of the total number of shares in the Company.
On 9 May 2018, the board of directors resolved to repurchase own shares with
support from the above mentioned authorisation on the following terms.
Repurchase of own shares are to be made on Nasdaq Stockholm. Repurchase
can be made at one or several times, from 14 June 2018 up to and including 14
April 2019, however, no later than up until the annual general meeting of 2019.
A maximum of 10,000,000 shares may be repurchased. Repurchase of shares
on Nasdaq Stockholm are to be made at a per-share price within the registered
interval for the going rate at any given time, which denotes the interval
between the highest and lowest selling price. The decision to repurchase own
shares is made in order to give the board of directors flexibility to carry out
changes to the Company’s capital structure and thereby contribute to an
increased share value and to fulfil the Company’s obligations pursuant to the
Company’s share-related incentive programme.
At the annual general meeting of Karo Pharma on 3 May 2018, the board of
directors was authorised, at one or several occasions, and for a period up to
the annual general meeting of 2019, to decide on issuance of shares. The
number of shares that may be issued based on this authorisation shall not
exceed ten per cent of the registered share capital (at the time of the decision
regarding the issue). The issue may be determined with or without a deviation
from the shareholders’ preferential rights as well as with or without a provision
on a contribution in kind or set-off or on other terms. The purpose of the
authorisation is to increase the Company’s financial flexibility and to facilitate
an acquisition by way of payment with shares. If the board of directors decides
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on an issue with deviation from the shareholders’ preferential rights, the
reason may be to contribute new capital to the Company and/or new owners
of strategic significance for the Company and/or acquisition of other companies
or operations. In case of deviation from the shareholders’ preferential rights,
the basis of the subscription price shall be based on market terms. Other terms
may be decided by the board of directors.
CERTAIN RIGHTS ASSOCIATED WITH THE SHARES
At the general meeting, each share entitles the holder to one vote, and all
shareholders may vote for their full number of shares held without restrictions
in terms of voting rights. The Company may implement a cash or setoff issue
with or without preferential rights for existing shareholders. If the Company
decides through a cash or setoff issue with preferential rights for existing
shareholders to issue new shares, warrants and/or convertibles, owners of new
shares shall have a preferential right to subscribe for new shares, warrants
and/or convertibles pro rata to the number of shares previously held.
DIVIDENDS AND DIVIDEND POLICY
The general meeting decides on any dividends. All the Company’s shares entitle
holders to dividends. Shareholders who, on the record date decided by the
general meeting, or the board of directors, as authorised by the general
meeting, are registered in the share register kept by Euroclear, shall be entitled
to dividends. Dividends are not cumulative and are normally paid to the
shareholders via Euroclear as a cash amount but may also be paid other than in
cash. If a shareholder cannot be reached via Euroclear, the shareholder’s claim
against the Company equal to the dividend amount shall remain. Such claims
shall be prescribed after ten years and shall pass to the Company upon
prescription. There are no restrictions for dividends or special procedures for
shareholders resident outside of Sweden and payment of all dividends will be
made via Euroclear in the same manner as for shareholders resident in
Sweden. For information about tax on dividends, see also the section “Certain
tax issues in Sweden”.
Future dividends, if any, and the size of such dividends, depend on among
others Karo Pharma’s future operates, future prospects, result, financial
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position, distributable funds, cash flow, working capital requirements and
general financial and legal restrictions.
Before the general meeting of 2017, Karo Pharma has not paid any dividends to
the shareholders since the Company was incorporated in 1987. The table below
sets forth the dividends distributed during the period to which the historical
financial information relates.
Financial year

Dividends per share

2015

-

2016

SEK 0.50 (SEK 0.22 per share was a one-time
distribution from the sale of the Company’s
previous shareholding in Oasmia
Pharmaceutical AB)

2017

SEK 0.30

SHARE-RELATED INCENTIVE PROGRAMME
The Company’s annual general meeting on 3 May 2018 decided to introduce a
long-term share-related incentive programme for key individuals of the Group.
The board of directors believes that a share-related incentive programme is
important for the Company’s attractiveness as an employer in the global
market. The board of directors also believes that it is advantageous for Karo
Pharma that key individuals in the Group have a long-term interest in a positive
value development of the Company’s shares and focus their work on achieving
such a development. The programme has been designed so that the outcome
should lead to participants becoming shareholders and building up their own
shareholding in the Company. A maximum of 30 key individuals are entitled to
participate in the programme. Participation requires that the participant is a
permanent employee in the Group at the time of transfer.
Share rights representing a maximum of 1.5 per cent of the Company’s total
number of outstanding shares at the time of allotment may be allocated (at the
date of the decision, the total number of shares and votes in the Company
amounted to 109,555,188). The number of shares that may be transferred shall
be related to the share price on the stock exchange for the Company’s shares in
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connection with the publication of the Company’s annual financial report for
the financial year 2021 as follows:
Stock exchange share price

Portion of stated number of shares

Exceeding SEK x but not SEK x + 15%

1/3

Exceeding SEK x + 15% but not SEK x +
25%

2/3

Exceeding SEK x + 25%

3/3

Stock exchange price shall mean the weighted average value of the stock listing
on Nasdaq Stockholm during the five trading days nearest after the publication
of the Company’s annual financial report for the financial year 2021. “x” shall
mean the weighted average value of the stock listing on Nasdaq Stockholm
during the five trading days nearest after the end of the subscription period in
the Offer. Portion of number of shares shall mean the portion of the number of
shares in this programme at a stock price within the interval. The outcome will
be announced and published on the Company’s website. Allocation of share
rights will take place after the annual general meeting 2018.
The costs of the programme will be reported in accordance with IFRS 2 “Share-related compensation” and is estimated to amount to (i) approximately
SEK 1 million annually before tax at a share price of SEK 37 during the earning
period, including social security contributions, (ii) approximately SEK 3.9 million
annually before tax at a share price of SEK 41 during the earning period,
including social security contributions, or (iii) approximately SEK 8.7 million
annually before tax at a share price of SEK 45 during the earning period,
including social security contributions.
The Company’s undertaking to allocate shares to participants in the
programme will be secured with a repurchase authorisation. The Company’s
board of directors was authorised, by the annual general meeting held on 3
May 2018 to decide on acquisitions of shares in the Company on Nasdaq
Stockholm to secure the transfers above. The same general meeting also
decided on a transfer of shares to the participants in the programme as
described above.
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CONVERTIBLES, WARRANTS, ETC.
Other than stated above under “Share-related incentive programme”, the
Company has no outstanding warrants, convertibles or other share-related
financial instruments.
SHAREHOLDERS’ AGREEMENTS ETC.
As far as the board of directors of Karo Pharma is aware, there are no
shareholders agreements or other agreements among any of the Company’s
shareholders that may lead to a change of control over the Company.
CENTRAL SECURITIES DEPOSITORY
Karo Pharma is a CSD company with its shares are registered in electronic form,
and its share register is kept by Euroclear Sweden AB (Box 7822, SE-103 97
Stockholm) as central securities depositary. Shareholders do not obtain any
physical share certificates, but all transactions with shares take place
electronically by way of registration in Euroclear’s system.
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OWNERSHIP STRUCTURE
The table below sets forth Karo Pharma’s ten largest shareholders according to
information from Euroclear as of 29 March 2018 and subsequent changes known
to the Company.
Shareholders

Number of
shares

Percentage share
(votes and capital)

Anders Lönner

12,216,345

11.2

Försäkringsaktiebolaget Avanza Pension

7,605,266

6.9

Nordea Investment Funds

4,382,423

4.0

Nordnet Pensionsförsäkring AB

3,039,962

2.8

Nomic AB

2,855,553

2.6

Öhman Bank S.A.

2,024,715

1.9

Swedbank Försäkring AB

1,677,606

1.5

Ålandsbanken on behalf of owner

1,346,189

1.2

AB Slädens Pensionsstiftelse nr 3

1,300,000

1.2

Försäkrings AB Skandia

1,126,294

1.0

Ten largest shareholders

37,574,353

34.4

Other

71,980,835

65.6

Total

109,555,188

100
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BOARD OF DIRECTORS, SENIOR EXECUTIVES AND
AUDITORS
BOARD OF DIRECTORS
According to Karo Pharma’s articles of association, the board of directors shall
consist of at least three and at most ten board members. Per the date of the
Prospectus, the Company’s board of directors consists of five members, elected
at the annual general meeting held on 3 May 2018 until the end of the annual
general meeting of 2019. Stated below are the board members’ names, year of
birth, position, date elected board members, education, other ongoing
assignments, previous and completed assignments in the last five years. The
number of shares in the Company is presented as per the date of the
Prospectus. The number of shares also includes holdings through companies
and related parties.
Independent of the
Company and
senior executives

Independent in
relation to
major
shareholders

No

No

Yes

Yes

Name

Title

Member
since

Anders Lönner

Chairman

2014

Per-Anders
Johansson

Board member

2010

Thomas Hedner

Board member

2014

Yes

Yes

Håkan Åström

Board member

2017

Yes

Yes

Marianne
Hamilton

Board member

2017
Yes

Yes
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ANDERS LÖNNER (b. 1945)
WORKING CHAIRMAN OF THE BOARD. ELECTED 2014
Education: Anders Lönner has an MA in Politics and was 2014 appointed as
honorary doctor at Karolinska Institutet.
Main experience: Anders Lönner was previously CEO and for Meda AB and
before that CEO of Astra Läkemedel AB with responsible for other of Astra’s
Nordic subsidiaries. Anders Lönner has also been chairman of
Läkemedelsföreningen.
Other assignments: Anders Lönner is also chairman of the board of directors of
Ålstens Gård AB and board member of BEAMPOINT AB, Sunda Sweden AB,
Apotixa Aktiebolag and TC TECH Sweden AB (publ) and deputy board member
of Aktiebolaget Spännet. Anders Lönner is also a member of the board of
directors of a number of Karo Pharma’s subsidiaries as well as adviser to EQT.
Assignments completed in the last five years: Anders Lönner was previously
chairman of the board of directors and CEO of Meda OTC AB, Ipex AB, Antula
Holding AB and Safe Breath International AB, chairman of the board of
directors in Oasmia Pharmaceuticals AB, Abbex AB, board member and CEO in
Meda AB, Medag Aktiebolag and Ipex Medical Aktiebolag and board member in
Valeant Pharmaceuticals International Inc.
Anders Lönner holds 12,216,345 shares in Karo Pharma.

PER-ANDERS JOHANSSON (b. 1954)
BOARD MEMBER. ELECTED 2010
Education: Per-Anders Johansson is a Mechanical Engineer specialising in
process technology.
Main experience: Per-Anders Johansson is active as an investor through
CIMON AB and has extensive experience of technology and development
companies. CIMON AB has invested in and developed several successful
companies. Per-Anders Johansson also has extensive industrial experience from
Karlshamnsgruppen, Nordico and Ellos in which he has held various
management positions.
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Other assignments: Per-Anders Johansson is also a majority shareholder and
chairman of the board of directors in CIMON Enterprise AB, C.F.S. Medical
Aktiebolag, Sparbanken i Karlshamn, Mina Gubbar i Stockholm Finansservice
AB, Kolestemin AB, Svensk Avfallsrådgivning AB,Paxman AB (publ), Neuronano
AB, Nida The Sweden AB and Wittra Sweden AB, board member and CEO in
Nomic Aktiebolag. Per-Anders Johansson is also a board member in CIMON
Venture Trust AB, Nomic Förvaltnings AB, PT Stabilisation AB, BroBiz Property
AB, MedCore AB, TC Tech Sweden AB (publ) and Carl Ejler Rasmussen & Co. A/S
and deputy board member in M & C Holding Aktiebolag.
Assignments completed in the last five years: Per-Anders Johansson has
previously served as chairman of the board of directors of CIMON Innovation
AB, MediReduce AB, Konfekta Norden AB, Diabetes Tools Sweden AB, Kubicom
AB and Munax AB, board member and CEO of Carl Ejler Rasmussen Holding
Sweden AB and Avalon Holding AB and Board Member of CT Intressenter AB,
Avalon Technology AB, Avalon Innovation AB, Avalon Innovation Technology
AB, Avalon Enterprise AB, Avalon Solutions AB, Avalon Information Systems AB,
Piren Venture Holding AB, Ceraco Hugin AB, Ceraco Sleipner AB, Ceraco Hedrun
AB, Ceraco Mugin AB and Joesil Sweden Holding AB. Per-Anders Johansson has
previously also served as deputy board member in Kungsfoto AB.
Per-Anders Johansson holds 2,855,553 shares in Karo Pharma.

THOMAS HEDNER (b. 1949)
BOARD MEMBER. ELECTED 2014
Education: Thomas Hedner is a physician (MD and PhD) and economist (MBA)
Main experience: Thomas Hedner is professor in clinical pharmacology at the
medical faculty at the University of Gothenburg in the Institute of innovation
and entrepreneurship. Thomas Hedner has also founded several biomedical
start-ups such as Blood Pressure AB (now known as Confidi Consulting AB),
DuoCort AB and Laccure AB.
Other assignments: Thomas Hedner is also chairman of the board of directors
in Medical Manual Europe AB and board member in Growwell AB, Sanatio
Forskning AB, Confidi Consulting AB, MedicaNatumin AB, Mucocort AB and
Sperta innovation AB.
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Assignments completed in the last five years: Thomas Hedner has previously
served as board member in AnaMar AB, Intellego Technologies AB, Light
Science AB, Fastighetsaktiebolaget Bogesund and Dermafol AB, deputy board
member in Kanybal Applications AB and member in SWEFO Swedish
Foundation and Construction Engineering Company Handelsbolag.
Thomas Hedner holds 308,005 shares in Karo Pharma.

HÅKAN ÅSTRÖM (b. 1947)
BOARD MEMBER. ELECTED 2017
Education: Håkan Åström has a Bachelors degree in Economics from Stockholm
School of Economics.
Main experience: Håkan Åström has previously served as chairman of the
board of directors in SOBI (Biovitrum), board member and deputy chairman at
Karolinska Institutet, Head of Group of Kabi Pharmacia AB and CEO in Astra
Pharmaceuticals Ltd. and Pharmacia AB. Håkan Åström is also honorary doctor
in medicine at Sahlgrenska Akademin, University of Gothenburg.
Other assignments: Håkan Åström is also chairman of the board of directors in
PledPharma AB (publ) and 20 North Street RP AB and board member in
Rhenman & Partners Asset Management AB, PledPharma I AB and Med
Universe AB.
Assignments completed in the last five years: Håkan Åström has previously
served as chairman of the board of directors in Affibody Medical AB, MedCore
AB, Medcore Sweden AB and Medistesia AB (known as Knackstenen AB) and
board member in Ferrosan Medical Devices AS.
Håkan Åström holds 378,812 shares in Karo Pharma.
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MARIANNE HAMILTON (B. 1947)
BOARD MEMBER. ELECTED 2017
Education: Marianne Hamilton has a Bachelors degree from Stockholm
University.
Main experience: Marianne Hamilton has previously served as board member
in Connecta AB and Alecta and Head of Human Resources in SVP and Atlas
Copco AB. Marianne Hamilton is also a member of the remuneration academy
and the advisory board for Stockholm Business School.
Other assignments: Marianne Hamilton is also a board member in KeyBroker,
Lundsbergsskola, Cross Children’s foundation and Ek och Bok AB.
Assignments completed in the last five years: Marianne Hamilton has
previously served as a board member in Meda AB and Kvarnström & Westin
Holding Aktiebolag.
Marianne Hamilton holds 33,333 shares in Karo Pharma.

SENIOR EXECUTIVES
Karo Pharma’s senior management consists of five individuals. Anders Lönner,
working chairman of the board of directors, Peter Blom, CEO, Camilla Lönn,
CFO, Carl Lindgren, Vice President Business Development and Simen NybergHansen, Managing Director Norway. All senior executives are permanent
employees, except Anders Lönner who earns a monthly consulting fee. Below
are the names, birth years, positions, employment year, education, other
ongoing assignments, previous assignments completed in the last five years of
each senior executive. The number of shares in the Company is presented as
per the date of the Prospectus. The number of shares also includes holdings
through companies and related parties. Anders Lönner is described above
under the heading “Board of directors”.

PETER BLOM (b. 1961)
CHIEF EXECUTIVE OFFICER. EMPLOYED 2011
Education: Peter Blom has a degree in leadership from Stockholm School of
Economics and has completed various management courses.
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Main experience: Peter Blom has previously served as Managing Director for
Sony Sweden, Nordic Sales Director for Hi3G access, COO for Viasat
Broadcasting and Häagen Dazs Scandinavia and CEO for Valio Sweden AB.
Other assignments: Peter Blom is also chairman of the board in Karo Pharma
Norge AS and Karo Pharma Oslo AS, board member in Karo Pharma AS and
deputy board member in BioPhausia AB, Swereco Industri Aktiebolag, Swereco
Fastighet AB, Karo Pharma Research AB, Karo Pharma Med AB, Karo Pharma
Sverige AB, Karo Bio Discovery AB and MediReduce AB.
Assignments completed in the last five years: Peter Blom has previously
served as board member and CEO in Ventelo Försäljning AB and board member
in B&G Sälj- och marknadsutveckling AB.
Peter Blom holds 22,010 shares in Karo Pharma.

CAMILLA LÖNN (b. 1972)
CFO. EMPLOYED 2017
Education: Camilla Lönn has a Masters Degree in Economics from Stockholm
University.
Main experience: Camilla Lönn has previously served as CFO at Boomerang and
Business Controller at Svenssons i Lammhult and mobiloperatören 3.
Other assignments: Camilla Lönn is a board member in EC Planning & Control
AB and Karo Pharma Norge AS and Karo Pharma Oslo AS.
Assignments completed in the last five years: Camilla Lönn has previously
served as deputy board member in E. Svenssons i Lammhult Holding
Aktiebolag, E. Svenssons i Lammhult Aktiebolag, Repub Film AB and Chimney
Gothenburg AB.
Camilla Lönn does not hold any shares in Karo Pharma.
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CARL LINDGREN (b. 1968)
VICE PRESIDENT BUSINESS DEVELOPMENT. EMPLOYED 2017
Education: Carl Lindgren has a Bachelor Degree in Economics from Lund
University.
Main experience: Carl Lindgren most recently served as Vice President at the
pharmaceutical company H. Lundbeck A/S. Carl Lindgren has extensive
experience in the pharmaceutical industry including 10 years within the AstraGroup in various positions.
Other assignments: Carl Lindgren has no other ongoing assignments.
Assignments completed in the last five years: Carl Lindgren has not completed
any assignments within the last five years.
Carl Lindgren holds 80,000 shares in Karo Pharma.

SIMEN NYBERG-HANSEN (b. 1966)
MANAGING DIRECTOR NORWAY. EMPLOYED 2015
Education: Simen Nyberg-Hansen has a Masters Degree in auditing and
accounting from Handelshøyskolen BI (Norway).
Main experience: Simen Nyberg-Hansen has previously served as CFO for
Weifa ASA, Norman ASA and Viking Redningstjeneste International AS,
Consultant and chairman at Dolphitech AS and manager at EY.
Other assignments: Simen Nyberg-Hansen is a board member and CEO of Karo
Pharma AS and board member of Karo Pharma Oslo AS.
Assignments completed in the last five years: Simen Nyberg-Hansen has
previously served as board member of Dolphitech AS.
Simen Nyberg-Hansen does not hold any shares in Karo Pharma.

OTHER INFORMATION
None of the members of Karo Pharma’s board of directors or senior
management have any family ties to another board member or senior
executive within Karo Pharma.
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Peter Blom was appointed as chairman of the board of directors and CEO in
Ventelo Försäljning AB in which a bankruptcy was completed on 5 February
2014 and chairman of the board of directors in B&G sälj- och
marknadsutveckling AB in which a bankruptcy was completed on 29 December
2015. On 30 November 2017, the Company published a press release which
stated that the chairman of the board of directors Anders Lönner had been
summoned to a hearing regarding suspected insider trading in connection with
the Company’s sale of shares in Oasmia AB and on 7 May 2018, a prosecutor
filed an application for summons against Anders Lönner regarding aggravated
insider trading (Sw. grovt insiderbrott). The prosecutor further claims that
Anders Lönner shall be banned from business activities (Sw. näringsförbud) for
a period of 3 years. Following a thorough investigation the board of directors
believes that the Company and Anders Lönner have acted correctly and
faultlessly. In addition to the above descriptions, none of the members of Karo
Pharma’s board of directors or senior management have, in the last five years,
(i) been convicted of fraudulent crimes, (ii) represented a company declared
bankrupt or undergoing forced liquidation in capacity as board member or
senior executive, (iii) been subject to official accusations or sanctions by
authorities authorised by law or regulations (including authorised professional
associations), or (v) been banned by a court of law from serving as a member of
a company’s management, administrative or supervisory body or from having a
leading or comprehensive functions in a company.
No board member or senior executive has entered into any agreement or
contract with the Company regarding benefits after the assignment is
completed other than as stated in the section “Corporate Governance Compensation of the board of directors and senior executives”.
There are no conflicts of interest or potential conflicts of interest between the
respective board member’s and senior executive’s duties in relation to Karo
Pharma and their private interests and/or other obligations (however, as set
out above, several of these individuals have economic interests in the Company
through their shareholdings).
All board members and senior executives are available at the Company’s
address at Nybrokajen 7, 111 48 Stockholm.
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AUDITORS
The Company’s auditor is PricewaterhouseCoopers AB (address Torsgatan 21,
SE-113 97 Stockholm), and Mikael Winkvist is the auditor in charge. Mikael
Winkvist is a member of the organisation FAR. Mikael Winkvist was appointed
auditor in charge at the annual general meeting 2015 and was re-elected at the
annual general meeting 2018.
Previously, PricewaterhouseCoopers AB was represented by Håkan Malmström
as auditor in charge. Håkan Malmström is also a member of the organisation
FAR. PricewaterhouseCoopers AB has been the Company’s auditors throughout
the period referred to in the historical financial information in the Prospectus.
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CORPORATE GOVERNANCE
CORPORATE GOVERNANCE
The Company is a Swedish public limited liability company, with its shares listed
on Nasdaq Stockholm since 1998. As a listed company, Karo Pharma is subject
to the rules in the Swedish Companies Act (Sw. aktiebolagslagen), the annual
accounts act, the Company’s articles of association, Nasdaq Stockholm’s rule
book for issuers, the Swedish Code of Corporate Governance (the “Code”) and
other applicable Swedish and foreign laws and regulations. The Code must be
applied by all companies whose shares are listed for trading in a regulated
market such as Nasdaq Stockholm. The Code is based on the “comply or
explain” principle, which means that a company that applies the Code may
deviate from the provisions of the Code provided that every such deviation is
explained in a satisfactory manner. Karo Pharma applies the Code in full except
provisions regarding a remuneration committee and share-related incentive
programmes.
GENERAL MEETING
At the general meeting, the shareholders exercise their influence over the
Company’s affairs. Every share carries one vote. The annual general meeting
must be held within six months after the end of each financial year. At the
annual general meeting, the shareholders decide, among others, on the
election of the board of directors and, in applicable cases, the auditor, and
discharges the board of directors and CEO from liability for the previous
financial year. Decisions are also taken on the approval of the consolidated
profit and loss statement and balance sheets, the appropriation of the
Company’s profit or loss, fees for the board of directors and auditors, as well as
guidelines for compensation of the CEO’s and other senior executives.
In addition to the annual general meeting, extraordinary general meetings may
be convened. If the board of directors believes there are reasons for holding a
general meeting, or at the written request of an auditor in the Company or
holder of at least a tenth of all shares in the Company, the board of directors
must convene an extraordinary general meeting. According to Karo Pharma’s
articles of association, the general meeting shall be convened by publication of
a convening notice in the Swedish National Gazette (Sw. Post- och Inrikes
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Tidningar) and on the Company’s website. The fact that the general meeting
has been convened shall be published in Svenska Dagbladet.
All shareholders who are included in a printout or other presentation of the
entire share register regarding the state of affairs five business days before the
general meeting, and notifies the Company no later than on the date specified
in the notice regarding the general meeting have a right to participate in the
general meeting. Shareholders may participate in person or by proxy and have
a right to be accompanied by one or two assistants, provided that notice
regarding these is served as described above.
Each shareholder is entitled to have a matter processed at the general meeting
provided that sufficient notice of such matter has been given.
NOMINATION COMMITTEE
The chairman of the board of directors, shall, no later than the expiry of the
third quarter every year, ensure that the Company’s four largest shareholders
or shareholder groups, in terms of votes, are allowed to appoint one
representative to the nomination committee. If one or several shareholders
decline to appoint a member of the nomination committee, the next
shareholder, in terms of shareholding, shall be contacted and asked to appoint
a member of the nomination committee. The chairman of the board of
directors shall convene the nomination committee.
The nomination committee shall prepare proposals for decision regarding the
chairman of the general meeting, the number of board members and deputy
board members, if any, fees of the board of directors and auditors, election of
chairman of the board of directors, other board members and auditors. The
mandate period of the nomination committee expires when a new nomination
committee has been appointed. The nomination committee shall not earn any
fees but shall, to the extent it considers necessary, have a right to hire other
resources, such as external consultants, at the Company’s cost and to a
reasonable extent.
THE BOARD OF DIRECTORS
The board of directors’ overall task is to manage the Company’s affairs on
behalf of the shareholders in the best way possible. The board of directors
shall, on an ongoing basis, assess the Group’s operations and development, its
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economic situation and evaluate the operative management. The board of
directors decides, among others, on matters regarding the Group’s strategic
focus and organisation, business plans, financial plans and budget and decides
on material contracts, major investments and obligations and financing and risk
management policies. The board of directors’ responsibility is regulated by the
Swedish Companies Act, the Annual Accounts Act and the Company’s articles of
association. Furthermore, the board of directors works according to a working
procedure adopted annually and which regulates the frequency and agenda of
board meetings, distribution of materials prior to the meetings, and matters to
be presented before the board of directors as information or for decision. The
working procedure also regulates how the Board’s work is divided among the
board of directors and its committees (if applicable). The board of directors has
also adopted a CEO instruction which regulates the division of responsibilities
between the board of directors, the chairman of the board of directors and the
CEO and defines the authorities of the CEO. The board of directors is quorate
when more than half of the total number of board members is in attendance.
According to Karo Pharma’s articles of association, the board of directors shall
consist of at least three and at most ten board members without deputies. At
the date of the Prospectus the Company’s board of directors consists of five
board members who are presented in more detail in the section “Board of
directors, senior executives and auditors”.
COMMITTEES OF THE BOARD
Introduction
The board of directors has determined, based on its size and composition, that
the tasks of the remuneration committee and the audit committee are best
carried out by the board of directors as a whole and therefore has decided not
to appoint any special committees. Accordingly, the board of directors carries
out the tasks which shall, pursuant to the Companies Act and the Code, be
carried out by the remuneration and the audit committees.
The remuneration committee
The duties of the remuneration committee are therefore carried out by the
board of directors in whole. The tasks are set out in instructions which are
approved annually by the board of directors and are included in the board of
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directors’ working procedure. These include submitting proposed guidelines for
compensation to senior executives, making proposals to the board of directors
on the CEO’s salary and other employment terms, approve salaries and
employment terms of other members of the senior management and prepare
proposals for incentive programmes and other forms of bonuses or similar
compensation for employees. The CEO may act as chairman in matters
regarding the tasks of the remuneration committee, but may not participate in
discussions on his own salary and employment terms.
Audit committee
The audit committee’s tasks are carried out by the board of directors as a
whole. The tasks are set out in instructions which are approved annually by the
board of directors and are included in the board of directors’ working
procedure. These include supporting the board of directors in its work on
supervision and quality management of the financial reports and efficiency in
the Company’s internal control systems and risk management. The board of
directors meets the Company’s auditors, evaluates the auditing efforts, the
independence of the auditors and approves the supplementary services that
the Company may procure from the external auditors on an annual basis.
CHIEF EXECUTIVE OFFICER AND SENIOR EXECUTIVES
The board of directors appoints the CEO to lead the Company. The CEO reports
to the board of directors and is responsible for the day to day management of
the Company according to the board of directors’ instructions and guidelines.
The CEO shall take measures as necessary for the Company’s accounting to be
completed in accordance with the law and for the fund management to be
properly taken care of. The CEO’s responsibilities are regulated in the Swedish
Companies Act, the Annual Accounts Act, the Company’s articles of association,
the guidelines from the general meeting, the CEO instruction and other
guidelines and references approved by the board of directors.
Karo Pharma’s CEO and senior executives are presented in more detail in the
section “Board of directors, senior executives and auditors”.
AUDITORS
The Company’s statutory auditors are appointed by the annual general
meeting. The auditor must review the Company’s annual report and accounts,
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the annual report of the Group and significant subsidiaries and the board of
directors’ and the CEO’s management. The auditor shall, after each financial
year, submit an auditor’s report to the annual general meeting. The Company’s
auditor in charge participates in some of the board’s audit committee
meetings. The auditor participates in at least one board meeting per year, and
reviews the year’s audit and conducts a discussion with the board members
without attendance of the CEO.
According to Karo Pharma’s articles of association, the Company shall have one
or two auditors or a chartered accounting company as external auditors. At the
annual general meeting of 2018, until the end of the annual general meeting of
2019, the registered audit firm PricewaterhouseCoopers AB was re-elected.
REMUNERATION TO THE BOARD OF DIRECTORS AND SENIOR EXECUTIVES
Fees and other compensation to the board members are decided by the annual
general meeting. The annual general meeting of 2018 decided that a fee of SEK
500t would be paid to the chairman of the board of directors and a fee of SEK
200t to each of the other members who are not employed by or providing
consulting services to the Company. During 2017, board member fees in a total
amount of SEK 1,057k were paid. Board members are compensated for direct
costs, such as travel expenses. Since the annual general meeting in 2010, all
committee work has been carried out by the board of directors as a whole.
Accordingly, the annual general meeting of 2018 decided that no committee
fee was payable for the financial year 2018.
In 2017, senior executives obtained a fixed monthly salary, and certain senior
executives enjoyed benefits such as healthcare insurance in 2017. A senior
executive earned a variable compensation within the framework of the
guidelines based on results achieved in 2017. Furthermore, senior executives
enjoy pension benefits in accordance with the ITP plan, like other Swedish
employees. Pension benefits are based on a pensionable age of 65 and are
lifelong. Salaries including bonuses are pensionable. The Company has no
reserved or accrued pension provisions.
The CEO has a notice period of six months and a right to a severance payment
equivalent to six months’ salary. The CEO has a right to a certain variable
compensation within the framework of the guidelines based on results
achieved. The employment agreement for the CEO includes customary
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provisions on confidentiality and the employer’s right to the employee’s
inventions. For other senior executives, the notice period varies mutually
between six and twelve months, without any right to additional severance
payments.
There are no agreements between the Company or its subsidiaries and any
board member or senior executive granting the latter a right to any benefit
after the end of the assignment other than as stated above. The table below
sets forth the compensation received by the board of directors and senior
executives for the financial year 2017.
Fee/basi
c salary

SEKk

Variable
remuneratio
n

Other
remuneratio
n

Social
costs

Pension
costs

Total

The board of directors
1)

72

2,991

2)

131

548

167

52

219

Håkan Åström

117

19

136

Marianne Hamilton

117

19

136

Anders Lönner

440

2,479

Per-Anders Johansson

167

250

Thomas Hedner

Jean Lycke (Board member
until the annual general
meeting 2017)

50

50

Senior executives
3)

Peter Blom

Maria Sjöberg

4)

Senior executives (consisted
of 3 persons)

1,911

601

358

2,870

5)

448

429

2,303

1,157

891

7,122

1,425

6)

5,033

40

Total
9,427
0
2,769
2,499
1,678
16,373
1) In addition to this compensation, Anders Lönner received a total of SEK 52.7m as compensation for
guarantee undertakings, see the section “Legal considerations and supplementary information - Related Party
Transactions”.
2) Per-Anders Johansson received compensation amounting to SEK 250t for services carried out in connection
with the acquisition of Weifa ASA (name changed to Karo Pharma Norge AS).
3) Peter Blom was appointed as CEO in May 2017.
4) Maria Sjöberg departed as CEO on 11 May 2017.
5) Of which redundancies, SEK 850t.
6) Of which severance payment to Henrik Palm of SEK 550t.
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LEGAL CONSIDERATIONS AND SUPPLEMENTARY
INFORMATION
GENERAL COMPANY AND GROUP INFORMATION
Karo Pharma’s operations are regulated by the Swedish Companies Act (Sw.
aktiebolagslagen). Karo Pharma Aktiebolag with registration number 5563093359 is a Swedish public limited liability company incorporated on 2 October
1987 and registered by the Swedish Companies Registration Office on 5
November 1987. The Company’s current company name (and commercial
name) was registered by the Swedish Companies Registration Office on 19
March 2016, after the extraordinary general meeting held on 16 March 2016
resolved to change the name from Karo Bio Aktiebolag. The registered office of
the Company is in Stockholm.
Karo Pharma is the parent company of the Group, which consists of 13, directly
and indirectly owned subsidiaries as indicated in the table below. Currently
Karo Pharma Med AB, MediReduce AB, Karo Bio Discovery AB, Karo Pharma
Research AB and MedCore AB have no operations. Furthermore, registration
matters are ongoing regarding the incorporation of a subsidiary in Finland and
a subsidiary in Denmark, as well as a merger between Karo Pharma Oslo AS and
Karo Pharma Norge AS. Unless otherwise stated, all subsidiaries are
incorporated, and operate in Sweden.
Company

Country

Proportion of shares and
votes, %

Karo Pharma Aktiebolag

Sweden

-

Karo Pharma Sverige AB

Sweden

100

Swereco Fastighet AB

Sweden

(indirect) 100

Swereco Industri AB

Sweden

(indirect) 100

Karo Pharma Oslo AS (previously named Karo
Pharma AS)

Norway

100

Karo Pharma AB

Sweden

100

BioPhausia AB

Sweden

100

Karo Bio Discovery AB

Sweden

100

Karo Pharma Research AB

Sweden

100

112 Invitation to subscribe for shares in Karo Pharma Aktiebolag

MediReduce AB

Sweden

100

Kolestemin AB

Sweden

(indirect) 100

Karo Pharma Norge AS (previously named Weifa
ASA)

Norway

100

Karo Pharma AS (previously named Weifa AS)

Norway

(indirect) 100

MedCore AB

Sweden

99.4

MATERIAL AGREEMENTS
Below is a summary of material agreements that the Company has entered into
in the last two years and other agreements that the Company has entered into
and that include rights or obligations that are of material significance for the
Company (in both cases except agreements entered into as a part of the day to
day operations).
The acquisition of the LEO Portfolio
On 28 February 2018, the Company entered into an agreement with LEO
Pharma A/S regarding the acquisition of a product portfolio consisting of ten
pharmaceutical drugs within mainly therapeutic areas, including all the rights
to the relevant products (the “Transfer Agreement”). The acquisition was
undertaken as an asset transfer at a purchase price of EUR 260m and was
completed on 4 April 2018.
In connection with the Transfer Agreement, Karo Pharma also entered into a
number of time-restricted service agreements, that which are sub-agreements
to the Transfer Agreement. According to the agreements, LEO Pharma A/S
shall, on market terms, provide the Company with certain services during a
period until the company has developed its own organisation or entered into
agreements with third parties regarding the relevant services. The services
relate mainly to manufacturing, permits, IT and financing. Under the
agreements, Karo Pharma shall, during the transfer period, compensate LEO
Pharma A/S for the services at a variable rate for the part of the portfolio that
LEO Pharma A/S manages. For the services LEO Pharma A/S provides after the
respective take-over (however, no earlier than six months after the date of the
acquisition), the Company shall compensate LEO Pharma A/S with a fixed
marketable fee. The term of the provision of services varies, subject to a
maximum of 24 months from the date of the acquisition.
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Additionally, the parties entered into an agreement regarding the
manufacturing and delivery of three products included in the portfolio,
manufactured by LEO Pharma A/S. Under the agreement, LEO Pharma A/S
shall, for a period (no longer, however, than three years from the date of
acquisition) continue to manufacture the relevant products and subsequently
transfer the manufacture including relevant know-how to Karo Pharma or an
external party appointed by Karo Pharma. Karo Pharma may terminate the
agreement regarding the manufacture of a specific product giving 180 days’
notice.
As a part of the Transfer Agreement, Karo Pharma entered into an option
agreement, under which the Company is entitled to, on market terms, acquire
all shares held by LEO Pharma A/S in UTILITY Therapeutics Group Ltd.
Licence and cooperation agreement with Pfizer
In December 2011, the Company entered into a research cooperation and
licence agreement with the American company Pfizer, one of the largest
pharmaceutical companies in the world. The purpose of the agreement is to
discover and develop substances that hamper the activity in the nuclear
hormone receptor RORgamma for treatment of autoimmune diseases. The
initial research cooperation has been completed and the development work is
now conducted by Pfizer in accordance with the terms of the agreement. Pfizer
holds a worldwide exclusive right to use, develop, manufacture and
commercialise the substances and products developed under the agreement,
and Pfizer holds patent rights attributable to the substances and products
developed. Under the agreement, the Company obtained an initial payment
when the agreement was concluded, and the Company is also entitled to a
number of predetermined payments on the achievement of certain
development and sales milestones, respectively. Additionally, the Company is
entitled to royalty compensation based on future sales.
Karo Pharma has pursuant to the agreement a right to compensation of up to
USD 200m. To date, the Company has received two such payments. In
September 2013, Karo Pharma received the first milestone payment under the
agreement, amounting to USD 2m. In the first six months of 2017, Karo Pharma
received a payment of USD 2m for achieving a second milestone under the
agreement.
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The acquisition of BioPhausia
On 31 October 2016, the Company entered into an agreement with Medivir
Aktiebolag regarding the acquisition of all the shares in BioPhausia which was
completed on 15 December 2016. The final purchase price amounted to
approximately SEK 928m.
Credit facilities
On 12 December 2016, Karo Pharma entered into a financing agreement of a
total amount of SEK 1,050m with Swedbank as creditor, consisting of two credit
facilities and a CAPEX-facility denominated in SEK (the “Financing Agreement”).
The Financing Agreement has been amended by an amendment and
restatement agreement dated 26 September 2017 between Karo Pharma and
Swedbank, pursuant to which the facilities was extended with three credit
facilities of a total amount of SEK 1,400m and NOK 350m (the “Second
Financing Agreement”). In connection with Karo Pharma’s rights issues in
January/February 2017 and December 2017, two of the credit facilities
pursuant to the Second Financing Agreement were repaid. To finance the
acquisition of the LEO portfolio, the facilities pursuant to the Second Financing
Agreement were extended in March 2018 (the “Amended Financing
Agreement”).
SEB and Swedbank are creditors pursuant to the Amended Financing
Agreement. The creditors have made available to Karo Pharma (i) a term loan
in several currencies of SEK 1,350m (the “Term Loan”), (ii) a revolving credit
facility in several currencies of SEK 750m (the “Revolving Credit Facility”), (iii) a
bridge loan facility of SEK 1,000m (“Loan Facility A”), and (iv) a bridge loan
facility of SEK 1,255m (“Loan Facility B”). The Term Loan and the Revolving
Credit Facility have a term of 5 years and are subject to an annual interest rate
equivalent to relevant IBOR with addition of a margin of 3.5 per cent. The
margin may decrease to at the lowest 2.9 per cent considering the relation
between Karo Pharma’s net debt and EBITDA, and given that there is no
current reason for termination of the agreement.
Loan Facility A has a term of 12 months, and may be extended with another 12
months. During the first 6 months, the interest equals the annual STIBOR with
addition of a margin of 2.5 per cent, after which the margin regarding Loan
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Facility A is increased to 3.5 per cent. In case the loan is extended with 12
months the margin shall be adjusted to 5 per cent.
Loan Facility B has a term of 6 months, and may be extended with another 3
months. During the first 6 months, the interest equals the annual STIBOR with
addition of a margin of 2.5 per cent. In case the loan is extended with 3 months
the margin shall be adjusted to 5 per cent. Loan Facility B shall be repaid at the
earlier of (i) the end of the term of the loan, and (ii) the Company being
provided with the issue proceeds from the Offer.
The Amended Financing Agreement is conditional upon the Company’s
fulfilment of certain financial conditions pursuant to which Karo Pharma shall,
at certain dates during the term of the loans, fulfil certain key figures in relation
to: (i) net debt in relation to EBITDA, and (ii) cash flow in day to day operations
in relation to financial costs (interest cover).
The Amended Financing Agreement is secured through pledge of shares in
subsidiaries as well as corporate mortgage to the creditors.
The Amended Financing Agreement also includes customary commitments
regarding both legal and commercial matters. The Amended Financing
Agreement includes negative undertakings regarding, among others,
restrictions on pledging of the Group’s assets, liabilities, divestment,
acquisitions and certain dividends in kind. If Karo Pharma fails to fulfil its
obligations under the Amended Financing Agreement, the creditors are entitled
to terminate the Amended Financing Agreement and claim full repayment of all
outstanding loans. The creditors are also entitled to, under certain other
conditions, terminate the Amended Financing Agreement and claim repayment
of all outstanding loans.
Separation of Weifa and Vistin Pharma AS
Separation Agreement
On 17 April 2015, Weifa’s (name changed to Karo Pharma Norge AS) subsidiary,
Weifa AS (name changed to Karo Pharma AS), entered into an asset transfer
agreement with Vistin Pharma AS (which, at the time, was a subsidiary of
Weifa). The assets were transferred to Vistin Pharma AS on 1 June 2015 and
comprised the so-called business-to-business-operations previously conducted
in Weifa. The Separation Agreement regulates mainly (i) transfer of assets and
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liabilities attributable to the operations, (ii) transfer of employees, (iii) transfer
of intellectual property rights, (iv) transfer of permits attributable to the
operations and (v) division of responsibilities between the parties in relation to
current, previous and future operations in the companies.
The parties shall indemnify each other for any obligations resulting in loss to
the other party, provided that the obligation is attributable to the previous
party. The agreement was entered into on market terms.
Manufacturing and distribution agreement
On 17 April 2015, in connection with the separation, Weifa AS and Vistin
Pharma AS concluded an exclusive agreement regarding manufacture and
distribution. Under the agreement, Vistin Pharma AS shall manufacture and
deliver certain products on market terms to Weifa. Additionally, Vistin Pharma
AS undertakes to stock and distribute certain of Weifa’s products. Weifa holds
all rights to the products.
Transfer agreement relating to KB9520
In October 2016, the Company entered into a transfer agreement pursuant to
which patent rights and know-how attributable to the substance KB9520, in the
area of cancer treatments, was sold to the Swedish company Oasmia. The
compensation consists of a lump-sum payment at the date of the agreement,
which has been paid to the Company in the form of newly issued shares in
Oasmia, and certain royalty compensation based on Oasmia’s and its affiliated
companies’ total revenues for the sale, licensing and other commercialisation
of the substance and products. Royalties are payable without any time limit.
SUBSCRIPTION COMMITMENTS AND UNDERWRITING UNDERTAKINGS
Subscription commitments
Anders Lönner, working chairman of the board of directors, Per-Anders
Johansson, board member, through the company Nomic AB, Håkan Åström,
board member, and Leif Edlund, all of whom are shareholders in Karo Pharma,
who jointly hold approximately 17.8 per cent of the share capital prior to the
Offer have undertaken to subscribe for their full pro rata share in the Offer,
which represents approximately SEK 234m in the Offer. No compensation is
payable for these commitments.
Underwriting undertakings
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In addition to the subscription commitments described above, Anders Lönner,
Leif Edlund and Håkan Åström have undertaken to subscribe for shares that are
not subject to subscription commitments in a total amount of approximately
SEK 1,081m. If the Offer is not fully subscribed, with or without preferential
rights, said guarantors have an obligation to subscribe and pay the remaining
amount so that the Offer is fully subscribed and fully paid. Karo Pharma shall, in
consideration for these underwriting commitments of a total of approximately
82.2 per cent, pay compensation amounting to 2.5 per cent of the guaranteed
amount, amounting to approximately SEK 27m. Allotment of shares subscribed
in the accordance with the underwriting undertakings takes place in
accordance with the principles described in the section “Terms and conditions Subscription of shares without preferential rights - Allotment”. The
underwriting undertakings are conditional upon Karo Pharma making the
decisions necessary to complete the Offer. These terms are fulfilled as a result
of the board of directors’ decision regarding the Offer on 4 April 2018 and the
general meeting’s approval thereof on 3 May 2018. The commitment was
entered into before the board of directors’ decision regarding the Offer dated
26 March 2018.
Unsecured commitments
The subscription commitments and the underwriting undertakings have not
been secured through pre-transactions, bank guarantees or similar
arrangements. Accordingly, there is a risk that one or several relevant parties
may not fulfil their respective obligations. See also the section “Risk factors Non-secured subscription commitments and underwriting undertakings”.
Total commitments
In total, around SEK 1,315m of the Offer is covered by subscription
commitments or underwriting undertakings, which equals to 100 per cent of
the Offer. All the parties that have provided subscription commitments and/or
underwriting undertakings can be contacted via the Company’s address at
Nybrokajen 7, 111 48 Stockholm.
PATENTS, TRADEMARKS AND OTHER INTELLECTUAL PROPERTY RIGHTS
The Group has intellectual property rights, mainly in the form of registered
trademarks and patents. Prior to the acquisition of the LEO portfolio, Karo
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Pharma had approximately 161 registered trademarks and around 80
registered patents. Karo Pharma’s prospects for success depend partly on the
Company’s ability to obtain and defend patent protection for potential and/or
existing products and also to secure brand protection for these products. The
Company’s operations depend on patents, licences, trademarks and certain
other registered intellectual property rights. However, Karo Pharma does not
believe that any individual patents, licences, trademarks or other intellectual
property rights are materially significant to the operations. The Company’s
view is that its protection of intellectual property rights is sufficient for the
Group’s operations.
INSURANCES
The Company has customary liability and damage insurance for the entire
Group, which are purchased via insurance brokers. The board of directors’
considers that the Group’s current insurance cover is satisfactory having regard
to the nature and scope of the operations. However, there is no guarantee that
all potential future losses or damage will be covered by Karo Pharma’s
insurance.
REAL ESTATE
The Company owns a production facility through its subsidiary in Lenhovda,
Småland, at which it manufactures several of the products sold by Karo
Pharma. Karo Pharma rents two office premises, at Nybrokajen in Stockholm
and in Oslo, on market terms and considers that it would be able to find
equivalent premises without significant inconvenience or cost.
DISPUTES
In the last twelve months, the Company has not been a party to any legal
proceedings or arbitrations (including unfinished cases or matters that the
Company knows may arise), which have recently had or could have a material
effect on Karo Pharma’s financial position or profitability.
As mentioned in the section “Board of directors, senior executives and auditors
– Other information”, a prosecutor has filed an application for summons
against the Company’s chairman of the board of directors Anders Lönner
regarding aggravated insider trading (Sw. grovt insiderbrott) in connection with
the Company’s divestment of shares in Oasmia AB. In case an individual is
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sentenced to insider trading and given that the offence is deemed to have been
committed in connection with the operations of a company, such company
may firstly be ordered a corporate fine (Sw. företagsbot).The prosecutor has in
connection with the summons claimed that the Company shall be ordered a
corporate fine amounting to SEK 1m; that SEK 2,724,037 shall be forfeitured
(Sw. förverkande) from the Company; and that Anders Lönner shall be banned
from business activities (Sw. näringsförbud) for a period of 3 years.
PERMITS
Through its subsidiaries, the Company has a number of permits relating to
wholesale trade in pharmaceuticals, marketing authorisation for drugs and
drug permits. The board of directors’ considers that Karo Pharma has the
relevant permits to operate the business.
RELATED PARTY TRANSACTIONS
The Company applies IAS 24 Related Party Disclosures. See also note 30 on
page 46 of the annual report for 2017, note 2 on page 32 of the annual report
for 2016 and note 2 on page 28 of the annual report for 2015 as well as note 2
on pages 14-15 of the interim report for the period January to March 2018.
With effect from 4 February 2015, a company wholly owned by Anders Lönner,
working chairman of the board of directors, provides Anders Lönner’s personal
services as the Company’s working chairman of the board of directors. The
assignment is full-time and does not include the board assignments carried out
within the framework of the board assignment obtained by the general
meeting. The contract is valid for three years with compensation in the amount
of SEK 206,550 per month, which the board of directors considers is according
to market standards. In 2015, the Company obtained a short-term loan from
Anders Lönner in the amount of SEK 67m on market interest rate terms, 10 per
cent on an annual basis, in connection with the financing of the acquisition of
Allévo. Furthermore, Anders Lönner has obtained commission in the amount of
SEK 7m relating to acquisitions made in 2015, which the board of directors
considers is on market terms. The compensation equalled 1.9 per cent of the
purchase price of Apropharm AS and DnE Sverige AB, Swereco Group AB and
MedCore AB. In connection with the Company’s issue of new shares in April
2016, Anders Lönner provided an underwriting undertaking, under which he
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obtained SEK 12.7m as commission. Moreover, in connection with the
Company’s issue of new shares in January 2017, Anders Lönner provided an
underwriting undertaking, under which he obtained SEK 16.16m as
commission. In addition, in connection with the Company’s issue of new shares
in December 2017, Anders Lönner provided an underwriting undertaking,
under which he obtained SEK 35.5m as commission. The Company also entered
into a licensing agreement with Oasmia Pharmaceuticals AB, in which Anders
Lönner was chairman of the board of directors at the relevant time. The
agreement was concluded on market terms. In 2017, one of Karo Pharma’s
subsidiaries sold two products under a licence from Beampoint AB, a company
owned by Anders Lönner, as a result of which the subsidiary received of 15 per
cent, corresponding to a value of approximately SEK 532k, which is deemed fair
market value. In January 2018, the Company acquired the trademark Viruseptin
from Beampoint AB at a price of SEK 74k.
At the time of the transfer agreement, regarding MediReduce AB concluded by
Karo Pharma, Per-Anders Johansson, board member, held 24.2 per cent of the
shares and votes in MediReduce AB. The purchase price amounted to SEK 3.4m
and the agreement was concluded on market terms. Per-Anders Johansson also
received a lump-sum compensation in the amount of SEK 250t for services
carried out in connection with the acquisition of Weifa ASA in 2017. This
compensation has been deemed to be of fair market value. Thomas Hedner,
board member, provided certain consulting services to the Company in 2015 at
prime cost in respect of expert advice, in consideration for an hourly fee which
has been deemed by the board of directors to be of fair market value. The
assignments were of limited scope.
Anders Lönner, Per-Anders Johansson, through the company Nomic AB and
Håkan Åström who are all board members and shareholders in Karo Pharma,
have provided subscription commitments in this Offer. Apart from the
subscription commitments stated above, Anders Lönner and Håkan Åström
have undertaken to subscribe for shares. The subscription commitments and
underwriting undertakings are described more in detail under the section
“Subscription Commitments and underwriting undertakings” above. These have
an interest in the successful completion of the Offer and, in relation to the
issue guarantees, that the agreed compensation is paid.
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Furthermore, some of the board members and the senior executives hold
shares in the Company. Shareholdings of the respective persons are described
in more detail under the section “Board of directors, senior executives and
auditors” in the Prospectus. There are no conflicts of interest within the
management, administrative and supervisory bodies or other individuals in
senior positions in Karo Pharma and there are no other natural or legal persons
involved in the Offer who have economic or other relevant interests in Karo
Pharma.
Except as stated above and under the heading “Subscription Commitments and
underwriting undertaking” above, no transactions between the Company and
related parties who are individually or jointly significant for the Company has
taken place since 31 March 2018.
INTERESTS AND POTENTIAL CONFLICTS OF INTEREST
SEB and Swedbank are financial advisers to the Company in connection with
the Offer and act as Joint Global Coordinators. Neither SEB nor Swedbank own
any shares in the Company, but certain employees of SEB and Swedbank,
respectively, may hold shares in Karo Pharma. If any conflicts of interests arise
during the implementation of the Offer, SEB and Swedbank will notify the
Company immediately.
ADVISERS
When drafting the Prospectus, the Joint Global Coordinators have relied on
information provided by the Company and as all of the information derives
from the Company, the Joint Global Coordinators disclaim any and all liability in
relation to the shareholders in the Company and in relation to other direct or
indirect economic consequences as a result of investment or other decisions
that are wholly or partly based on information in the Prospectus.
With regard to the Offer, the Joint Global Coordinators represent the Company
and no other party. The Joint Global Coordinators are not responsible to any
party other than the Company for the provision of advice in connection with
the Offer or any other matter to which reference is made in the Prospectus.
Hamilton Advokatbyrå is Karo Pharma’s legal advisor in connection with the
Offer.
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THIRD PARTY INFORMATION
The Prospectus includes information from third parties in the form of industry
and market information as well as statistics and calculations from industry
reports and studies, market surveys, publicly available information and
commercial publications. Such statements are identified by reference to the
source.
Certain information on market shares and other statements in the Prospectus,
among others regarding the industry within which the Company’s business is
operated and the Company’s position in relation to its competitors, is not
based on published statistics or information from independent third parties
and therefore lacks source references. Such information and such statements
also reflect the Company’s best estimates based on information obtained from
industry and business organisations and other contacts within the industry
where the Company competes and information published by the Company’s
competitors. The Company believes that such information and such statements
are useful for investors’ understanding of the industry within which the
Company operates and the Company’s position within the industry. However,
the Company has no access to the facts and assumptions that are behind the
figures and the market information as well as other information collected from
publicly available sources. Nor has the Company made any independent
verifications of information on the market provided via third parties, the
industry or official publications. Even though the Company believes that its
internal analyses are reliable, these were not verified by any independent
source and the Company cannot guarantee their accuracy.
The Joint Global Coordinators accept no liability for the accuracy of any market
or industry information in the Prospectus. The Company confirms that the
information provided by third parties has been reproduced correctly and, as far
as the Company is aware and confident by comparison with other information
published by these sources, no information has been omitted which could
mean that the disclosed information is incorrect or misleading.
INCORPORATION BY REFERENCE
Parts of the Company’s annual reports for the financial years 2017 (pages 2447), 2016 (pages 22-47), and 2015 (pages 20-39) and the interim report for the
first quarter of 2018 (pages 10-16), which have been prepared in accordance
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with the International Financial Reporting Standards, as adopted by the
European Union (“IFRS”) (the interim report was prepared in accordance with
IAS 34), are incorporated by reference and constitute a part of the Prospectus.
The auditors’ reports relating to the respective annual reports are incorporated
and are available at: pages 49-51 of the annual report for 2017; pages 45-47 of
the annual report for 2016 and page 39 of the annual report for 2015.
The parts of the financial information that are not incorporated by reference
are either irrelevant to an investor or available in another place of the
Prospectus.
AUDITOR’S REVIEW
Karo Pharma’s annual reports for the financial years 2017, 2016 and 2015 have
been audited by the Company’s auditor and the auditors’ reports are enclosed
to the annual reports. The interim report for the first quarter of 2018 has
neither been audited nor reviewed by the Company’s auditor.
Except as stated above and in the pro forma accounts in the Prospectus, no
information in the Prospectus has been reviewed or audited by the Company’s
auditor.
DOCUMENTS AVAILABLE
The following documents are available in electronic form on Karo Pharma’s
website, (www.)karopharma.se. Copies of documents are also kept available at
the Company’s head office at Nybrokajen 7, Stockholm, during the validity
period of the Prospectus (ordinary office hours on weekdays).
 The Company’s articles of association
 The Company’s annual reports for the financial years 2017, 2016 and
2015 (including auditors’ reports).
 The Company’s interim report for the first quarter of 2018
 All other subsidiaries’ annual reports for the financial years 2017 and
2016 (including auditors’ report) (only in hard copy).
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CERTAIN TAX MATTERS IN SWEDEN
Below is a summary of certain tax consequences of the current offer to
subscribe for new shares to holders of shares and subscription rights in the
Company. The summary is only applicable in Sweden to natural persons and
limited companies with unlimited tax liability, unless otherwise stated. The
summary is based on applicable legislation and is only intended to provide
general information. The summary does not cover securities held by
partnerships or held as stock assets in business activities. Furthermore, the
special rules for tax-free capital gains (including deductions for capital losses)
and dividends in the corporate sector that may apply when shareholders own
shares or subscription rights that are considered to be business-related are
excluded. So are the special rules that may apply to holdings in companies that
are or have previously been so-called closely held companies or shares acquired
by virtue of so-called qualified participations in closely held companies. The
summary also does not cover shares or other shareholder rights held in a socalled investment savings account and subject to special rules on flat rate
taxation. Special tax rules apply to certain types of taxpayers, for example
investment companies and insurance companies. The taxation of each
individual shareholder depends on the latter’s specific situation. Each holder of
shares and subscription rights should therefore consult a tax advisor to obtain
information about the particular consequences that may arise in the individual
case, including the applicability and effect of foreign rules and tax treaties. The
Company does not accept responsibility for withholding tax.
INDIVIDUALS
Capital gains taxation
When listed shares or other shareholder rights, such as subscription rights, are
sold or otherwise disposed of, a taxable capital gain or a deductible capital loss
may arise. Capital gains are taxed as capital at a rate of 30 per cent. The capital
gain or loss is normally calculated as the difference between the proceeds from
sale, less selling expenses, and the cost amount (for special information on the
cost amount for subscription rights see “Exercise and disposal of subscription
rights” below). The cost amount for all shareholder rights of the same type and
nature is calculated jointly with the application of the average method. It
should be noted that BTA (paid subscribed shares) are not deemed to be of the
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same type and nature as the shares that have a preferential right in the Offer
until the decision on the issue has been registered by the Swedish Companies
Registration Office.
On a sale of listed shares, such as shares in the Company, the cost amount may
alternatively be determined according to the standard method as 20 per cent
of the proceeds of sale less selling expenses. Capital losses on listed shares and
other listed shareholder rights are fully deductible against taxable capital gains
on shares and against other listed shareholder rights, except shares in unit
trusts or special funds that only include Swedish receivables, so-called fixedincome funds.
Capital losses on shares or other shareholder rights that cannot be set off in
this way may be deducted up to 70 per cent against other income in the form
of capital. If a deficit in income-based capital arises, a tax reduction against
municipal and state income tax as well as property tax and municipal property
tax is granted. A 30 per cent tax reduction is granted in relation to the part of
the deficit not exceeding SEK 100,000 and 21 per cent in relation to the
remaining amount. Such a deficit cannot be saved to subsequent tax years.
Dividends taxation
For individuals, dividends are taxed at a 30 per cent tax rate. For individuals
residing in Sweden, preliminary tax on dividends is usually withheld at a rate of
30 per cent. The preliminary tax is withheld by Euroclear, or in case of
nominee-registered shares, by the trustee.
Exercise and disposal of subscription rights
Exercise of subscription rights does not trigger any taxation. The acquisition
cost for one share is the issue price. If subscription rights exercised for
subscription of shares are acquired by purchase or a similar manner (i.e. not
obtained based on holding of existing shares) the cost amount of the
subscription rights may be considered when the cost amount for the acquired
shares is calculated. For shareholders that do not wish to exercise their
preferential rights to participate in the Offer and sell their subscription rights, a
capital gain or capital loss is calculated. Subscription rights based on holdings of
existing shares are deemed acquired at SEK 0. The entire proceeds of the sale
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less costs of the sale are therefore taxed. The standard method is not
applicable in this case. The cost amount for the original shares is not affected.
For subscription rights acquired by purchase or a similar manner the
consideration is the acquisition cost. The standard method may be used when
selling listed subscription rights in this case.
A subscription right that is neither exercised nor sold and therefore forfeited is
deemed sold at SEK 0.
LIMITED LIABILITY COMPANIES
Capital gains and dividends taxation
For a limited liability company, all income, including taxable capital gains and
dividends, are taxed at a rate of 22 per cent. Capital gains and capital losses are
calculated in the same manner as described above in relation to natural
persons. Deductible capital losses on shares or other shareholding rights may
only be deducted against taxable capital gains on such securities. Such a capital
loss may also, if certain conditions are met, be set off against capital gains in
Companies within the same group, provided that intra-group contributions
exist between the companies. A capital loss that cannot be used in a certain
year may be saved and set off against taxable capital gains on shares and other
shareholder rights in subsequent tax years without limitation in time.
Exercise and disposal of subscription rights
Exercise of subscription rights does not trigger any taxation. The acquisition
cost for one share is the issue price. If subscription rights exercised for
subscription of shares are acquired by purchase or a similar manner (i.e. not
obtained based on holding of existing shares) the cost amount of the
subscription rights may be considered when the cost amount for the acquired
shares is calculated. For shareholders that do not wish to exercise their
preferential rights to participate in the Offer and sell their subscription rights, a
capital gain or capital loss is calculated. Subscription rights based on holdings of
existing shares are deemed acquired at SEK 0. The entire proceeds of the sale
less costs of the sale are therefore taxed. The standard method is not
applicable in this case. The cost amount for the original shares is not affected.
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For subscription rights acquired by purchase or a similar manner the
consideration is the acquisition cost.
The standard method may be used when selling listed subscription rights in this
case. A subscription right that is neither exercised nor sold and therefore
forfeited is deemed sold at SEK 0.
SPECIFIC TAX CONSIDERATION FOR HOLDERS OF SHARES AND SUBSCRIPTION
RIGHTS WHO ARE NOT TAX RESIDENTS IN SWEDEN
Withholding taxes
For shareholders with limited tax liability in Sweden and who receive dividends
on shares in a Swedish limited company, Swedish withholding tax is normally
charged. The tax rate is 30 per cent. However, the tax rate is generally reduced
through tax treaties concluded by Sweden with other countries for the
avoidance of double taxation. Most of Sweden’s tax treaties allow for a
reduction of Swedish tax at the rate of the agreement directly at the date of
dividend if the required information about the dividend is available. In Sweden
the deduction for withholding tax is normally implemented by Euroclear, or in
case of nominee-registered shares, by the trustee. The receipt of subscription
rights does not trigger any liability to pay withholding tax.
In cases where 30 per cent withholding tax is withheld in connection with a
disbursement to a person who is entitled to be taxed at a lower rate or too
much withholding tax is otherwise withheld, a refund may be requested from
the Swedish Tax Agency before the end of the fifth calendar year after the
distribution.
Capital gains taxation
Holders of shares and subscription rights with limited tax liability in Sweden
and whose holdings are not attributable to a permanent establishment in
Sweden are normally not subject to capital gains tax in Sweden when such
securities are sold. However, holders may be subject to taxation in their
country of residence. Under a special tax rule, however, natural persons with
limited tax liability in Sweden may be subject to Swedish taxation on the sale of
certain securities (such as shares, BTA and subscription rights) if they were
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residents or permanent residents in Sweden at any time during the divestment
year or one of the previous ten years.
The applicability of this rule may be limited by tax treaties between Sweden
and other countries.
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ARTICLES OF ASSOCIATION
§ 1 NAME
The company name shall be Karo Pharma Aktiebolag. The company is a public
company.
§ 2 REGISTERED OFFICE
The registered office of the board of directors shall be in Stockholm.
§ 3 PURPOSE
The purpose of the company is to conduct research, development,
manufacturing and trade in products for healthcare and health promotion.
§ 4 SHARE CAPITAL AND NUMBER OF SHARES
The share capital shall be at least SEK 32,000,000 and at most SEK 128,000,000.
The number of shares shall be at least 82,000,000 and at most 328,000,000.
§ 5 BOARD OF DIRECTORS
The board of directors shall consist of at least three and at most ten members.
§ 6 AUDITORS
One or two auditors shall be appointed by the annual general meeting. A
registered auditing firm may also be appointed auditor.
§ 7 GENERAL MEETING
Notice shall be made by publication in the Official Swedish Gazette and on the
company’s website. The fact that the general meeting has been convened shall
be published in Svenska Dagbladet. The general meeting shall be held in
Stockholm.
§ 8 NOTICE TO PRATICIPATE
Shareholders who wish to participate in the negotiations at the annual general
meeting must either be included in the printout or other presentation of the
entire share register regarding the circumstances five business days prior to the
meeting and also notify the company by the date stated in the notice
convening the meeting. This day may not be a Sunday, other public holiday,
Saturday, Midsummer Eve, Christmas Eve or New Year’s Eve and not earlier
than the fifth weekday prior the annual general meeting. Shareholders may, at
the general meeting, bring one or two assistants, but only if the shareholder of
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the company notifies the company of the number of assistants in the manner
specified in the previous paragraph.
§ 9 ANNUAL GENERAL MEETING
At the annual general meeting, the following matters shall be dealt with:
1. Appointment of chairman of the meeting;
2. Preparation and approval of voting list;
3. Approval of the agenda;
4. Election of one or two persons to check and sign the minutes together
with the chairman;
5. Determination of whether the meeting has been duly convened;
6. Presentation of the annual report and the audit report and, if the
company is a parent company, the consolidated statement and the
consolidated audit report;
7. Decisions to approve the income statement and balance sheet and, if the
company is a parent company, consolidated income statement and
consolidated balance sheet;
8. Decisions regarding the company’s profit or loss in accordance with the
approved balance sheet;
9. Decision to discharge board members and Chief Executive Officer from
liability in relation to the Company;
10.Determination of the number of board members and deputy members,
and, where applicable, auditors;
11.Determination of fees for board members and, if applicable, auditors;
12.Election of board members and deputy members, and, where applicable,
auditors;
13.Other matters within the meeting’s competence pursuant to the Swedish
Companies Act or the articles of association;
§ 10 FINANCIAL YEAR
The company’s financial year shall run from 1 January to 31 December.
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§ 11 ELECTRONIC CSD REGISTRATION
The company’s shares shall be registered in a CSD-register pursuant to the
Swedish Financial Instruments Act (SFS 1998:1479)
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GLOSSARY
OTC (OVER THE COUNTER)
OTC are prescription free products sold directly to consumers via pharmacies
and retail trade.
RX
Rx are prescription drugs prescribed by physicians.
MEDTECH
Medtech means medical devices and includes a variety of products and
solutions used in healthcare such as x-ray equipment, pacemakers and
rollators.
INDICATION
In medical terminology an expression of a disease or patient category.
CLINICAL STUDY
Tests and evaluation of drugs on humans.
RECEPTOR
A protein on the surface of a cell or inside the cell (core receptor) that
recognises and binds to ligands, for example steroid hormones. Receptors start
or stop biological processes when they bind to ligands.
LIGAND
A substance, such as a hormone, that binds to a receptor protein.
NUCLEAR RECEPTORS
Receptors in a cell that bind to ligands (often hormones) and activate gene
expression.
ER
The receptor for the oestrogen hormone. Available in variants: alpha and beta.
ERBETA
A form of oestrogen receptor, whose discovery may lead to new treatment
principles for women’s diseases, depression, some types of cancer with
multiple disease areas.
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RORGAMMA
A nuclear receptor that can play a decisive role in the development of
autoimmune diseases.
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ADDRESSES
KARO PHARMA AB
Nybrokajen 7
SE-111 48 STOCKHOLM
Telephone: 08-608 60 00
(www.)karopharma.se
info@karopharma.se
JOINT GLOBAL COORDINATORS
Skandinaviska Enskilda Banken AB (publ)
SEB Corporate Finance
Kungsträdgårdsgatan 8
SE-106 40 Stockholm
Swedbank AB (publ)
Malmskillnadsgatan 23
SE-111 57 Stockholm
LEGAL ADVISER
Hamilton Advokatbyrå KB
Hamngatan 27
SE-101 33 Stockholm
AUDITOR
PricewaterhouseCoopers AB
Torsgatan 21
SE-113 97 Stockholm
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