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Presentation of the Annual Report 2009

This is Biovitrum’s Annual Report 2009. It contains a presentation
of the company and its operations during the year, focusing on
activities that create and drive values. The acquisition of Swedish
Orphan International AB led to the formation of a new specialty
pharmaceutical company. The signing of the share and purchase
agreement was announced on November 5, 2009 and the new
company, Swedish Orphan Biovitrum is consequently presented in
the report.

The Biovitrum share, listed on the OMX Nordic Exchange in
Stockholm since September 2006, is also presented. The Annual
Report 2009 can be downloaded from www.biovitrum.com and
a printed version can also be retrieved from the company head
office.

Biovitrum is a Swedish corporation governed by Swedish laws.
All financial values are expressed in Swedish kronor. Million kronor
is abbreviated SEK M. Numerical data within parenthesis refer to
2008 if not stated otherwise. Data on market and competition situ-
ations are Biovitrum’s own estimate if not a specific source of infor-
mation is given. These estimates are based on best and latest
available facts from published sources.

Annual General Meeting 2010

The Annual General Meeting of Biovitrum will be held on Tuesday,
April 27,2010, at 4:00 p.m. in Wallenbergsalen at the Royal Swedish
Academy of Engineering Sciences (IVA), Grev Turegatan 16, Stock-
holm.

Shareholders who wish to attend the Meeting must be recorded
in the share register maintained by Euroclear Sweden AB (the
Swedish Central Securities Depository) by Wednesday, April 21,
2010, and must notify the company of their intention to participate
in the Meeting not later than 4.00 p.m. on Wednesday, April 21,
2010.

Shareholders must notify Biovitrum
in one of the following ways:

at Biovitrum's web site: www.biovitrum.com

by telephone: +46 (0)8-697 34 27

by mail: Biovitrum AB (publ), "Annual General Meeting”
112 76 STOCKHOLM

The notification shall set forth the

name of the attendee
personal/corporate identity number
address and telephone number (daytime)
number of shares held

number of assistants (when applicable) who will accompany the
shareholder at the Meeting.

Annual General Meeting 2010

Shareholders represented by proxy shall issue a written and dated
power of attorney for the proxy. If the power of attorney is issued
on behalf of a legal entity, or if the legal entity is represented by
someone authorized to sign for the company, a certified copy of a
registration certificate for the legal entity shall be appended. The
power of attorney in original and, when applicable, the registration
certificate, should be submitted to Biovitrum well before the
Meeting by mail to Biovitrum AB (publ) Annual General Meeting,
112 76 Stockholm together with:

name, address and phone number of the attendee

name of legal entity or person represented by the attendee

Financial calendar 2010

February 19 Full Year Report 2009

April 13 Annual Report 2009

April 27 Interim Report Jan. — Mar. 2010
April 27 Annual General Meeting 2010
July 20 Interim Report Apr. — June 2010
October 22 Interim Report July — Sept. 2010

Additional financial information is available at Biovitrum'’s web site.
The annual report can be downloaded in pdf format from
www.biovitrum.com, as can previous annual reports, interim reports

and press releases.
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CEO’'S COMMENTS

Biovitrum makes a quantum leap into a leading
European rare disease pharmaceutical company

Fulfilling our plans

In the beginning of 2009, | was very excited about our acquisition
of three biological specialist pharmaceuticals. | could also see the
advent of a new development portfolio and an expanded com-
mercial platform. As the year has passed, we have taken several
additional steps to become a stronger pharmaceutical company
within rare diseases. We have also paved the way for future inter-
national launches of our in-house developed pharmaceuticals, and
become even more attractive as partner for further in-licensing and
acquisition of promising late stage development programs or
commercial products.

The business strategy, which was adopted when | took up my
post as CEO in 2007, has a focus on the attractive niche specialist
pharmaceuticals market and on rare diseases. At the same time we
aim to generate profitable and stable growth derived, to a greater

extent than in the past, from product sales. Although we are enjoy-
ing strong revenue streams from ReFacto AF® /Xyntha®, building a
more diversified commercial product portfolio is an important
aspect of our strategy. The acquisition of Swedish Orphan creating
a new niche specialty pharmaceutical company focused on rare
diseases is clearly in line with this strategy.

Swedish Orphan - a big logical step

Swedish Orphan, founded in Sweden in 1988, is a pioneer in orphan
drugs. Swedish Orphan has been one of Sweden’s fastest growing
pharmaceutical companies for several years. The company has a
presence throughout Europe through its subsidiaries. During the
past two years | have been involved in discussions with Bo Jesper
Hansen, CEO of Swedish Orphan about how we could work together.
We both identified the industrial logic in a merger, a logic that has
grown stronger over the years as the companies have evolved their
respective businesses. | am therefore delighted that we were able
to announce at the beginning of November 2009 the companies’
plans to implement a merger and create the leading pharmaceuti-
cal company within rare diseases in Europe. The deal was then
closed mid January 2010.

Refining R&D activities

During the year, we have continued

to focus our R&D activities on recom-

binant biological pharmaceuticals,

an area where we have a long and

solid tradition to build on. In addi-

tion, we have divested Cambridge

Biotechnology Ltd. and out-licensed several small molecule projects.
Our long-term value creation is based on, among other things,
that we can deliver our portfolio of specialist pharmaceutical proj-
ects. The portfolio has advanced positively, and | am pleased to
note that the recombinant Factor IXFc project for Hemophilia B is
now in a final registrational study. Other interesting projects

CEQO’s comments

approaching late stage development are Kiobrina® and recombi-
nant Factor VIlIFc. In addition, Swedish Orphan brings a supple-
mentary phase Ill study of Multiferon® to the development port-
folio.

Good overall execution

All parts of the organization have delivered a good job, and in the
following, I have selected some examples. In addition to expanding
its organization internationally, Sales & Marketing has built medical
communication skills and Brand Management. The manufacturing
department has built a functioning supply chain and distribution
arm for Kineret® and Kepivance®, handled the tech transfer of their
manufacturing processes and successfully switched to the new
production process of ReFacto AF. R&D has not only moved forward
the clinical portfolio, but also established a pre-clinical portfolio of
promising projects, in line with our new strategy. The Business
Development function has successfully closed many out-licensing
deals and delivered a restructured collaboration agreement with
Biogen Idec in the hemophilia area.

Strong operational results in 2009

Our revenues before licensing revenues grew strongly, and | am
pleased that the operating profit was according to our guidance,
demonstrating a turnaround into a future profitable business. Total
revenues for the year increased more than 20 per cent to SEK
1,297 M. The EBITA for the full year was SEK 68 M with a reported
profit of SEK 32.4 M. This corresponds to a Core EPS of SEK 0.84.
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The sales of our key products drive the revenue growth, and it is
pleasing to note that the combined sales of Kineret® and Kepivance®
in the fourth quarter were the highest since Biovitrum acquired
them.

It is reassuring to note that we have been able to carry out sub-
stantial changes whilst maintaining a strong position in liquid funds
and short term investments of SEK 306.6 M at the end of 2009.

Exciting prospects ahead

I am confident that 2010 will be equally exciting as the previous year.
In 2010, we will work to combine Swedish Orphan and Biovitrum in
to a stronger company than the sum of the two stand alone, with a
profitable growth. | am personally committed to deliver future value
both within the existing product/project range but also by adding
new business opportunities to the company.

| would like to close by thanking all of our employees for a
strong effort during the past year. | am proud to lead a company
that has come so far in achieving the objectives we set over two
years ago. We are now creating the new Swedish Orphan Biovit-
rum, a business platform on which to build a successful pharma-
ceutical company within rare diseases.

Martin Nicklasson, CEO

Name: Martin Nicklasson
Born: 1955

Interests: All types of sports, especially golf. Enjoys cooking and
spending time on the boat with his family.

Education: Holds a degree in Pharmacy and a Ph.D. in Pharma-
ceutical Science. Associate professor at the Faculty of Pharmacy,
Uppsala University, since 1985.

Career: Former member of the executive management at
AstraZeneca Plc. Has previously held a number of leadership
positions within Astra and AstraZeneca, including CEO of Astra
Pain Control AB, CEO of Astra Hassle AB, head of Gastrointestinal
Franchise, Executive Vice President of Global Drug development,
Executive Vice President of Global Marketing and CEO of
AstraZeneca AB. Martin has also held research leadership
positions at Kabi Pharmacia.

Heart issue: Member of the board of the Swedish Heart-Lung
Foundation since 2008.

CEQO's comments




Biovitrum in 2009

Overview

During 2009 Biovitrum has developed, manufactured, distrib-
uted and sold specialist pharmaceuticals internationally within
five specialist areas: hemophilia, rheumatoid arthritis, support-
ive cancer care, hormonal disorders and fat malabsorption.
Biovitrum had at the end of 2009 total revenues of approxi-
mately SEK 1.3 billion and around 400 employees.

Biovitrum’s portfolio of marketed products within the above-
mentioned specialist areas consist of ReFacto AF®/Xyntha®, Bene-
FIX®, Novastan®, Kineret®, Kepivance® Stemgen®, Aloxi® and
Mimpara®. For further product information see www.biovitrum.com.

Biovitrum's research and development is focused on new phar-
maceuticals in rare disease areas with high unmet medical needs
and which we believe have attractive commercial potential. At the
end of 2009 Biovitrum had seven projects in clinical development.
For further information on product development see www.biovit-
rum.com.

Our head office is located in Solna, Sweden with additional
offices in Stockholm and in Norway, Denmark and Finland. The
company has product presence through out Europe, and in North
America, Australia and New Zealand. Our products are manufac-
tured at the manufacturing units in Stockholm and Umeéd and at

our partners.

Business concept

To develop and make available specialist pharmaceuticals for the
treatment of rare diseases. These pharmaceuticals may be in-
licensed, acquired or developed by Biovitrum. Revenues are derived
from product sales, manufacturing, royalties and co-promotion.

Vision
To continue to be a successful and profitable company, which also

has launched its own desirable specialist pharmaceuticals inter-
nationally.

Strategy

To achieve the goals the following growth strategy
has been developed:

Expand the product portfolio and geographical presence
Offer more patients the therapies they need

Expand the commercial platform for future growth

Leverage unique expertise and experience in specialist
pharmaceuticals

Provide competitive advantages and focus in R&D

Focus all development activities on specialty pharma-
ceuticals

Biovitrum in 2009

Deliver new proprietary specialist pharmaceuticals from the
Company's development portfolio

Offer people with rare diseases and unmet medical needs
new treatment possibilities

Take development projects all the way to market on our own
or in cooperation with strategic business partners

Part of Biovitrum’s business goal is to create a long-term profitable
pharmaceutical company through international launch and sales of
in-house developed and desirable products. During the last two
years large steps in that direction have been taken.

In 2008 Biovitrum acquired two approved protein drugs and
the rights to another approved protein drug from Amgen.
Throughout 2009 this has strengthened our position as a speci-
alist pharmaceutical company. The products are Kineret® and
Kepivance® which are sold in Europe, North America, Australia and
New Zealand, and Stemgen® which is sold in Australia, New
Zealand and Canada. This laid the foundations for a global market-
ing organization.

Through the acquisition of Swedish Orphan International AB a
leading European specialty pharmaceutical company focusing on
rare diseases was created; Swedish Orphan Biovitrum. For addi-
tional information on the new company see page 10.

BIOVITRUM ANNUAL REPORT 2009



TOTALRY OF 2009

Totalry of 2009

A year of continued business growth and R&D progress

Total revenues before licensing and milestone revenues for the
period were SEK 1,234.4 M, an increase of 22 percent. Even
though several projects advanced to late development and
despite falling revenues from milestones, contract development
and manufacturing, Biovitrum continued to deliver a good finan-
cial performance. Operating profit amounted to SEK 32.4 M.

Continued stable financial position

Reported revenues amounted to SEK 1,297.0 M (1,140.6) and the
profit for the year SEK 32.4 M (-335.4), which represents earnings
per share of SEK 0.33 (-3.67). Core earnings per share, calculated

from P/L excluding amortizations and one time expenses and based
on average number of shares, was SEK 0.84 (0.73).

Cash flow from operations was SEK 58.9 M (-506.5). Cash and cash
equivalents and short-term investments as of December 31st
amounted to SEK 306.6 M (460.1).

Financial overview, before restructuring

and other one-time expences

Amounts in SEK million 2009 2008 2007
Total revenues 1,297.0 1,140.6 1,256.4
Revenues from product sales 564.8 38.2 4.6
Co-promotion revenues 127.3 174.7 149.1
Revenues from contract manufacturing 376.5 619.0 741.0
Royalty revenues 165.6 176.2 165.5
Licensing and milestone revenues 62.6 132.5 196.2
Other 0.2 - -
Operating profit/loss (EBIT) 16.2 401 551
Operating profit/loss before

amortizations (EBITA) 68.0 461 60.5
Profit/loss for the period 324 60.4 79.0
Core EPS (SEK) 0.84 0.73 0.93
Research and development expenses 569.4 670.6 694.3
Liquid funds and short-term

investments 306.6 460.1 760.4

A business strategy designed for
sustainability and growth

Refocusing of operations within the R&D organization has been

completed:
In line with the business strategy to focus on protein drugs
within specialty indications, the number of employees working
in research and development has been reduced. The final parts
of the restructuring process were implemented during 2009.
The number of employees within R&D has been reduced from
353 at the end of 2007 to 170 at the end of 2009.

Biovitrum sold its wholly-owned subsidiary Cambridge
Biotechnology Ltd to Proximagen Neuroscience plc., which
at the same time acquired a number of small molecule drug
development programs,

AstraZeneca acquired all of Biovitrum's rights to the
preclinical leptin modulator program aimed at treating
obesity.

Two pre-clinical metabolic disease projects, GPR 119 and
SCD-1, were transferred to iNovacia AB

The development of compounds for treatment of leukemia
within the FLT3 project will continue in a company jointly
owned by Biovitrum and Karolinska Development AB.

BIOVITRUM ANNUAL REPORT 2009



Biovitrum entered into and expanded several important

partnership agreements:

° Biovitrum signed an agreement with Amgen to expand
Biovitrum'’s Kineret license to include certain orphan indica-
tions. The amended license gives Biovitrum exclusive rights to

Significant events in the beginning of 2010

Swedish Orphan Biovitrum and Biogen Idec enrolled the first
patients in a registrational, open-label, multicenter trial
designed to evaluate the efficacy, pharmacokinetics and safety
of the long-acting rFIXFc in hemophilia B patients (the

Totalry of 2009

Swedish Orphan Biovitrum and Amgen agreed to run an
additional Kineret bulk drug campaign. In addition, Swedish
Orphan Biovitrum will pay to buy-out previously agreed future
sales milestones for Kineret and Kepivance.

Biovitrum and Biogen Idec restructured the collaboration

develop, manufacture, market and sell Kineret for these B- LONG study).

agreement for the companies’ long-acting, recombinant Factor
additional orphan indications VIIl Fc and Factor IX Fc fusion proteins for treatment of

hemophilia A and B respectively.

Biovitrum signed a collaboration agreement with Affibody AB,
which gave Biovitrum access to the proprietary technology
platforms of Affibody® molecules, as well as the unique
albumin-binding technology for pharmaceuticals development

° In order to increase the geographical presence of Kineret and

Kepivance, several contacts have been made with potential

distribution partners. A first deal was made with Megapharm in Strong European

commercial presence
® Subsidiary

© Branch office
® Associate

North America:
Contract organization
and distribution partner

Israel

The clinical project portfolio developed positively:

° The decision to progress the rFIXFc program into registrational

.;*4,

studies was announced in collaboration with the partner

Biogen Idec
Middle East:

Distribution partner

The FVIIIFc program entered clinical phase as the first patient
was dosed in a phase I/lla study with the long-acting fully-
recombinant Factor VIII Fc fusion protein. This rFVIIIFc program

Australia, New Zealand:
Distribution partner

is partnered with Biogen Idec.

The first of two clinical phase Il studies of Kiobrina™ (rhBSSL) in
preterm infants was completed with positive results. There was
a statistically significant improvement in growth velocity and
the safety profile was comparable to placebo.




Sales and marketing

Product sales

Amounts in SEK million 2009 2008 2007
Kineret® 440.7 25.8 -
Kepivance® 109.9 57 -
Stemgen® 3.4 0.6 -
Aloxi® 9.4 5.3 3.2
Novastan® 1.3 0.8 1.5
Total 564.8 38.2 4.7

Biovitrum built up an international distribution and sales infrastruc-
ture during 2009 and thereby also a platform for both newly acquired
drugs and products from the company’s own development portfolio.
Sales & Marketing has seen an addition of several key staff strength-
ening the skills and capabilities around Kineret and Kepivance. New
marketing strategies are being developed to prepare for market
expansion of Kineret and Kepivance. In addition, Sales & Marketing
has further developed the medical communication capabilities as
well as improved the brand management.

In the second quarter 2009, Biovitrum launched ReFacto AF® in
the Nordic region. ReFacto AF® is a further development of
ReFacto® (recombinant factor VIII for hemophilia A) thereby estab-
lishing a new generation of recombinant hemophilia products.
Product sales increased by SEK 526.6 M to SEK 564.8 M mainly as

a result of the product acquisitions.

Co-promotion revenues

Amounts in SEK million 2009 2008 2007
ReFacto® 89.7 80.2 72.7
BeneFIX® 1.2 10.4 2.2
Mimpara® 26.2 227 17.5
Kineret® 0.2 61.2 56.1
Kepivance® 0.0 0.2 0.6
Total 127.3 174.7 1491

Co-promotion revenues from ReFacto® climbed 12 percent to SEK
89.7 M (80.2). After taking over sales of ReFacto June 1, 2004 Bio-
vitrum has doubled product revenues by increasing its market shares
in the Nordic area.

Co-promotion revenues for Mimpara® increased during 2009
by 15 percent and amounted to SEK 26.2 M (22.7). An increased
usage of BeneFIX® was seen and sales of Aloxi® in the Nordic
region doubled during 2009.

For product information see www.biovitrum.com.

Product development

Biovitrum is concentrating the resources on biotechnology and
develops drugs for the treatment of diseases that affect small patient
groups with significant medical needs.

Competences and capabilities have been reinforced throughout
2009 to fully manage the day-to-day work around the newly acquired
products as well as late-stage development programs.

Many clinical programs in the development portfolio advanced
during the year. Biovitrum’s total R&D budget for 2009 was SEK
569.4 M (670.6).

For R&D project information see www.biovitrum.com.

Totalry of 2009

Operations and contract development

Revenues from manufacturing and contract development

Amounts in SEK million 2009 2008 2007
ReFacto® 362.5 569.3 677.2

of which validation batches - 47.0 93.1
Contract development 14.1 497 63.8
Total 376.5 619.0 741.0

Biovitrum is the sole global manufacturer of the active substance
for ReFacto AF (sold in the US under the name Xyntha®). The newly
developed manufacturing process entails significant advantages
compared to the earlier process used for ReFacto. In addition to
the exclusion of all foreign proteins, the new process also gives a
higher yield, which enables an increased production volume in
response to future raised market demands. To further improve
process capabilities, an extensive renewal of the production facilities
is in progress, including an upgrade of the cultivation control system.

In accordance with expectations, ReFacto® manufacturing
revenues declined by 36 percent to SEK 362.5 M due to a lower
unit price for the ReFacto AF®/Xyntha®. Volumes will continue to
vary from one quarter to the next as a result of Pfizer's production
planning.

The revenues from other contract development continued to
decline as a result of the previously announced strategic decision
to use the company’s biopharmaceutical expertise entirely for in-

house projects/products.
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Swedish Orphan Biovitrum — the creation of
a new leading European specialty pharmaceutical company

Swedish Orphan Biovitrum is focused on providing and develop-
ing orphan and niche specialist pharmaceuticals to patients with
high medical needs. The portfolio consists of marketed products
and an emerging late stage clinical development pipe-line within
rare diseases.

Biovitrum acquired Swedish Orphan International AB creating

Swedish Orphan Biovitrum, a new specialty pharmaceutical com-
pany focused on rare diseases. The transaction is built on a strong
industrial logic and a profitable future growth of the business. The
acquisition was announced on November 5, 2009 and completed
on January 14, 2010.

The mission of the new company Swedish Orphan Biovitrum
(SOBI) is to develop and make available orphan drugs and niche
specialty pharmaceuticals for patients with rare diseases and with
high unmet medical needs. Swedish Orphan Biovitrum has a pan-
European commercial organization and representation in North
America, a strong business development track-record and com-
pelling product development and manufacturing capabilities. The
company's product portfolio consists of about 60 orphan or niche
specialty products. Several late stage development programs
within rare diseases provides exciting future business value. Pro
forma sales for 2009 were SEK 2,065.6 M.

The merger is completely aligned with Biovitrum's business strategy
which was launched in 2007. The decision then was to focus on rare
diseases, and to generate profitable and stable growth by shifting
focus from milestone revenues generated from R&D to product
sales. The new strategy has significantly changed Biovitrum's busi-
ness over the past two years, on both the revenue and the cost side

- a change that will now accelerate.

Rare diseases

The lack of satisfactory treatments for many rare diseases increases
the need for specialist pharmaceuticals. The long term aim of the
new company is to become a global leader in the development,
marketing and selling of orphan and niche specialty pharmaceuticals
for the treatment of rare diseases.

There are some 7000 distinct rare diseases, with a total number
of sufferers ranging between 27 and 36 million people, only within
EU, and about 25 million people in the US. These diseases are
often life-threatening or cause chronic disability and therefore
have a severe impact on patients and their families. These patients
therefore require specialist care. The rare diseases are largely
neglected because of inadequate diagnostics; moreover, many of
them still lack satisfactory treatments.

Despite the relatively small patient groups and limited number
of prescriptions, orphan and niche specialist drugs have significant
market potential. Due to the high medical need and relatively few
patients per disease less resources are required to develop these
drugs than drugs for the treatment of primary care diseases. Con-
sequently there is a good reason for a company of our size and
with our expertise to focus on drugs aimed at rare diseases.

Swedish Orphan Biovitrum

The overarching goal of Swedish Orphan Biovitrum
is profitable growth by:

continuing to grow sales of products in the current portfolio in
existing markets and in new territories, and

adding new products to the product portfolio, through the
company’s proprietary development portfolio and through
acquisitions and partnerships.

The organization possesses a high level of expertise and resources
within all areas, from research and development, business develop-
ment and production to market access, marketing, distribution and
customer support. The company now has a strong commercial pres-
ence throughout Europe in addition to the previously establishes
presence in North America, Australia and New Zealand. Swedish

Orphan Biovitrum has around 500 employees.

The Management of Swedish Orphan Biovitrum
has adopted the following near-term goals for the company:

Net sales exceeding SEK 5 billion in 2015 based on annual
growth of 13-15 percent in 2010-2011, and a growth exceeding
20 percent thereafter.

Steadily increasing EBITA margin to 30 percent by 2015.

BIOVITRUM ANNUAL REPORT 2009



Biovitrum Share

Biovitrum Share

Biovitrum Share, price and trading volume Biovitrum's share price increased during the year by 26 percent, Biovitrum’s shareholders by January 31, 2010
January 2009 - February 2010 from SEK 22 per share at the beginning of the year to SEK 28 at the Share of
. - Shareholders capital, %
end of the year. Share capital amounted to SEK 5.8 billion at year-end
40 .. L. . . Investor AB 40.98
of 2009. The Biovitrum share is included in the OMX Nordic MPM 901
35 - I Tk o B S e e e e = = Exchange’s Stockholm Pharma Biotech & Life Science Index, which '
L~ Orkla Asa 3.82
VN~ during the same period increased by 18 percent. The highest SEB Private Bank S.A., Ngi 352
Lt e i il il trading price during the year was SEK 35 (May 19, 2009) and the Catella Fondférvaltning 274
o’ -
,:' | 24,000 lowest price was SEK 21 (January 5, 2009). Lansférsikringar Fondférvaltning AB 2.69
P o 22,000 : :
o’ = ~F20,000 Life Equity Sweden KB 2.61
i:iggg Omnibus Account W Fd: Om80 2.57
L12000  Share capital history Carlson Fonder AB 243
T 10,000 ; Skandia Fonder 1.71
N Number of Share capital,
8,000 Development in share capital and number shares SEK Handelsbanken Fonder Inkl Xact 1.61
- 6,000 )
[ 400 December 2008 50,098,782 27,489,044 Aac Capital 1.30
15, Lo | s | s | N | | L May-Jun 2009  Issue of shares in Fjarde AP-Fonden 1.20
‘53'59 Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec ég?o Feb connection with warrant Msil IPB Client Account 0.95
== Bjovitrum share N Numkéer(pf |shlares tradeci,l Sep 2009 lprogra;:‘nsh ) 581,534 319.086 Nordea Bank Norge Nominee 0.87
e OMX Stockholm PI thousands (incl. late entries) ep ssue of shares in . . .
«== OMX Stockholm Pharma Biotech & Life Science PI © NASDQ OMX AB connection with share Skandinaviska Enskilda Banken 0.81
based incentive program 231,585 127,372 Merrill Lynch, Pierce, Fenner & Smith, W9 0.77
December 2009 50,911,901 27,935,502 Svenskt Naringsliv 071
Gladiator 0.67
Livférsakringsaktiebolaget Skandia 0.66

A preferential new share issue was completed in January, 2010, after which total number
of shares are151,704,533. Others 18.37




Corporate Governance Report

Biovitrum is a Swedish public limited liability company with regis-
tered office in Stockholm, listed on the NASDAQ OMX Stockholm
AB (previous Stockholm Stock Exchange). The company is managed
in accordance with the Swedish Companies Act, other relevant
Swedish and international legislation, regulations for issuers from
the NASDAQ OMX Stockholm AB, the Swedish Code of Corporate
Governance, the Articles of Association, and internal policies. The
company began applying the Code when it was introduced on the
Stockholm Stock Exchange in 2006. This corporate governance
report refers to the 2009 financial year. Biovitrum has not deviated
from the Swedish Code of Corporate Governance. This report does
not comprise a part of the formal Annual Report and has not been
reviewed by the company’s auditors. Biovitrum’s Articles of Asso-
ciation and more information as to how Biovitrum is managed are
available at www.biovitrum.com/investor relations.

Annual General Meeting

The Annual General Meeting shall be held within six months after
the end of the financial year. At the Annual General Meeting, the
shareholders can exercise their right of decision with respect to
Biovitrum'’s internal affairs, such as election of Board and Auditors,
dividends, adoption of the income statement and balance sheet,
discharge from liability of the members of the Board of Directors
and CEQ, fees for the Board and Auditors, and other matters to be
considered at the Annual General Meeting in accordance with the
Articles of Association.

According to Biovitrum’s Articles of Association, a shareholder
may bring one or two assistants to an Annual General Meeting, but
only if an application has been submitted in accordance with the
instructions given in the notice of the Meeting. Resolutions by the
Annual General Meeting are normally made with a simple majority;
however, Swedish corporate law does require a qualified majority
for certain matters. The Articles of Association stipulate that the
Annual General Meeting be held in Stockholm or Solna.

Biovitrum has not found that the composition of the body of share-
holders motivates any particular measures for shareholders being
able to follow the Annual General Meeting remotely.

Annual General Meeting 2009

At the Annual General Meeting April 28, 2009, the following direc-
tors were re-elected until the Annual General Meeting 2010: Hakan
Astréom, who was also re-elected to serve as Chairman, Hans Glem-
stedt, Mats-Olof Ljungkvist, Wenche Rolfsen, Peter Sellei, Michael
Steinmetz and Hans Wigzell. The Meeting also passed resolutions
regarding among other things fees for the Chairman and for direc-
tors elected at the Annual General Meeting. In addition the Meet-
ing resolved an authorization for the Board to decide on new shares
issue as well as a long-term incentive program 2009 including deci-
sion of a directed issue of C-shares - as well as decision to authorize
the Board to repurchase issued C-shares. All resolutions were
adopted unanimously, except from the decisions about fee for the
chairman and authorization to issue new shares.

Extraordinary shareholders’ meeting December 4, 2009

At the extraordinary shareholders’ meeting held on December 4th,
2009, resolutions on the approval of the board's resolution regard-
ing the acquisition of Swedish Orphan International Holding AB and
of the board’s resolution on a rights issue as well as on an authoriza-
tion for the board to resolve on an issue of common shares and
convertible participating certificates against payment in kind or by
way of set-off, were adopted. In order to enable the rights issue the
meeting also resolved to amend the articles of association. Further,
Bo Jesper Hansen was elected new board member and deputy
chairman of the board of directors”.

All resolutions by the meeting were caused by the agreement
between Biovitrum and the shareholders of Swedish Orphan Inter-
national Holding AB pursuant to which Biovitrum shall acquire 100
per cent of the shares and warrants in Swedish Orphan Interna-
tional Holding AB.
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Shareholders, share capital,
the share and voting rights

At year-end, Biovitrum had a total of 5,562 shareholders. Investor
AB held 22.88 percent of the capital and 23.09 percent of the votes
and MPM Bioventures Funds 12.4 percent of the capital and 12.5
percent of the votes at year-end. At year-end, the 15 largest share-
holders accounted for 69.9 percent of capital and 70.6 percent of
the votes.

At present, it is the intention of the Board that any future profits
for Biovitrum shall finance the continued development and expan-
sion of operations, for which reason the Board does not intend to
propose any dividend within the foreseeable future.

Biovitrum's registered share capital at year-end amounted to
SEK 27,935,200 divided on 50,911,901 shares, of which 50,396,3165
were common shares and were 515,585 C-shares. Each common
share entitles its holder to one vote and each C-shares to one tenth
of a vote. All common shares have equal rights to dividend. The
C-shares are preference shares, which entitle the holder to a differ-
ent distribution of the company’s profits than common shares.
C-shares only give entitlement to a fixed annual dividend equal to
10 per cent of the company’s distributable profits, calculated on
the quota value of the share. All shares entail equal rights to the
company’s assets and any surplus in the event of liquidation?.

As of September 15th, 2006, the common share has been listed on
NASDAQ OMX Stockholm AB, Mid Cap, with the ticker BVT. The
closing share price on December 30th, 2009 was SEK 27.8, corre-
sponding to a market capitalization of approximately SEK 5.8 billon.

) With effect as from and conditional on the completion of the acquisition of Swedish
Orphan by Biovitrum on January 14, 2010.

2 The company’s Board of Directors shall be able to decide on a reduction of the share
capital through redemption of C-shares. At a decision on redemption, holders of C-
shares must agree to a payment for their C-shares corresponding to the quota value.
Payment of the redemption sum shall take place as soon as possible. C-share held by
the company, shall, upon request by the Board of Directors, be possible to converted
to common shares.
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Nomination Committee

The Nomination Committee’s duties include making recommenda-
tions to the Annual General Meeting regarding the Chairman of the
General Meeting, the number of directors elected by General Meet-
ings, the Chairman of the Board of Directors and other directors;
making recommendations to the Annual General Meeting concern-
ing compensation to the Chairman and other directors, and poten-
tially concerning compensation for committee assignments; and,
whenever applicable, making recommendations for auditors, alter-
nate auditors, and auditors’ fees.

In accordance with the criteria stipulated by the Annual General
Meeting held April 28th, 2009, the Nomination Committee shall
consist of four persons, three of whom shall represent the three
largest owners of the company in the week preceding publication
of the company’s Interim Report for the third quarter. The fourth
person shall, in accordance with the same resolution, be the Chair-
man of the Board of Directors, and the composition of the Nomi-
nation Committee shall be made public latest six months before
the General Annual Meeting.

After contacts with the company’s largest share holders in
accordance with the regulations for the Nomination Committee,
the Nomination Committee, which shall prepare proposals for the

2010 Annual General Meeting, consists of:

Petra Hedengran, representing Investor,

(Chairman of the Nomination Committee)

Nick Simon, representing MPM Capital

Sindre Serbye, representing Orkla

Hékan Astrém,

Chairman of the Board of Directors of Biovitrum AB (publ)

Mikael Winkvist has been in charge of auditing assignments for
Biovitrum since July 2009. In addition to auditing Biovitrum, Mikael
Winkvist acts as auditor for cosignatory for Meda AB and Bechmark
Oil & Gas AB. Mikael Winkvist has no assignments for companies
that are affiliated with Biovitrum’s major owners. For more informa-
tion on compensation to the company’s auditors, see Note 15 of
the company’s Annual Report for 2009.

The auditing assignment is compensated in accordance with stan-
dard billing norms and approved invoice.

Board of Directors

The task of the Board of Directors according to the Swedish Com-
panies Act is to be responsible for the Group's organization and
management, and to ensure that bookkeeping, management of
funds and financial conditions in general, are satisfactory. The Board
shall make decisions regarding general goals, strategies, financial
structure, policies, the appointment of the CEO and remuneration
to management, acquisitions, sales and major capital expenditures.
The Board approves and adopts the Annual Report and Interim
Reports, and is responsible for proposing dividend, if any, to the
Annual General Meeting.

In addition, the Board shall evaluate the work done by the CEO
and management, and ensure that effective systems and proce-
dures are in place for the follow-up and supervision of operations
and the financial position of the company in relation to established
goals.

The basis for these tasks is the formal work plan for the Board,
which the Board has adopted, and the instructions to the CEO, and
the principles for the division of work between the CEO, the Board
of Directors and various committees that the Board has estab-
lished. The formal work plan of the Board and the instructions to
the CEO are revised and updated once a year.

The Board meets at least five times a year, usually in connection
with the Annual General Meeting and with the publication of the
Interim Reports and full-year financial statements. Additional
meetings or telephone conferences are scheduled as necessary.
The Board has planned five meetings and three telephone confer-
ences for 2010. During at least one of the Board Meetings per year,
the Board carries out an in-depth strategic review of operations.

Within the Board there are committees for auditing, compensa-
tion & benefits and scientific matters. These have been established
to streamline the work for the Board by preparing certain issues
before the Board takes them up for review. The members of the
committees are appointed by the inaugural Board Meeting, and
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working instructions for the committees are included in the Board's
formal rules of procedure.

At the Board Meetings, ongoing matters are discussed con-
cerning the follow-up of general operational goals, financial updat-
ing and updating of the R&D portfolio, and other activities and
reports from the committees.

In addition to these matters, a large part of the Board's time is
spent on matters concerning capital expenditures, acquisitions,
and licensing in and licensing out of drug projects and products.

The Chairman of the Board of Directors’ duties, apart from
leading the Board in its work, include following the development
of the company and ensuring that important matters in addition to
those already on the agenda are brought up for discussion as nec-
essary. The Chairman shall also ensure that constructive and active
discussion is held prior to important decisions, and that the various
Members of the Board and their competencies are, in this regard,
brought to expression in a fruitful way, and can be used properly.
The Chairman shall consult with the CEO regarding strategic mat-
ters, participate in important external contacts and represent the
company with regard to ownership matters. The Chairman is also
responsible for ensuring that the work of the Board is regularly
evaluated and that new directors receive adequate training.

Composition of the Board of Directors

During the financial year 2009, the Board of Directors has consisted
of seven directors elected at the Annual General Meeting held on
April 28th, 2009, as well as two employee representatives, and two
deputies, appointed by the Council for Negotiation and Co-oper-
ation. At the extraordinary shareholders’ meeting held on Decem-
ber 4th, 2009, Bo Jesper Hansen was elected new board member
and deputy chairman of the board of directors with effect as from
and conditional on the completion of the acquisition of Swedish
Orphan by Biovitrum on January 14, 2010. For more information
see page 68— 69 in the Annual Report 2009 or www.biovitrum.com/
About us/ Board of Directors.

Of the directors elected by the General Meetings, all except Bo

Jesper Hansen are independent in relation to the company and its
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management, and the majority is independent in relation to the
company’s principal shareholders. Two members of the Board of
Directors, including the employee representatives, are women.
Biovitrum is a company active in all phases of R&D from early
research to preclinical and clinical development. The company is
active in process development as well as the production and sale
of pharmaceuticals. For Biovitrum's part, it is crucial that the Board
of Directors has extensive and deep experience in the pharmaceu-
tical industry, as well as financial qualifications.

At the time of publication of this report, the following directors are
independent in relation to the company’s principal shareholders:
Hakan Astrom

Bo Jesper Hansen

Hans Wigzell

Wenche Rolfsen

Mats-Olof Ljungkvist

Dependent/ Remunera- Share-

Present independent tion, SEK" holding
Hakan Astrém, chairman 18/18 975,000 150,000
Hans Glemstedt 7/18 250,000 -
as of meeting no 5
Anders Hultin 4/18 275,000 -
up to meeting no 4
Mats-Olof Ljungkvist 15/18 300,000 6,000
Wenche Rolfsen 16/18 275,000 33,400
Peter Sellei 7/18 275,000 -
as of meetingno 5
Michael Steinmetz 17/18 300,000 -
Toni Weitzberg 4/18 250,000 -
up to meeting no 4
Hans Wigzell 18/18 275,000 180,000
Catarina Larsson,
Union representative 17/18 [ ] - 600
Bo-Gunnar Rosenbrand,
Union representative 16/18 [ ] - 1,050

') Remuneration from Annual General Meeting 2009 up to Annual General Meeting
2010.

Member to be regarded as independent both to the company and its management
Member to be regarded as independent both to the company, its management and
to principal share holders

® Appointed by the trade unions

The work of the Board of Directors during 2009

The Board of Directors held its first meeting on April 28th, 2009
and met 18 times during 2009. The Secretary of the Board of Direc-
tors has been Biovitrum’s General Counsel, Fredrik Berg. Other
employees of Biovitrum have participated at the Board Meetings
by presenting information.

Throughout the year the Board have addressed issues relating
to development of the R&D portfolio and suggestions for potential
acquisitions and collaborations as well as made decisions about e.
g. the acquisition of Swedish Orphan International Holding AB.

Board remuneration

The Annual General Meeting held April 28th, 2009 resolved that
for the period of time up until the next Annual General Meeting, a
board remuneration of SEK 950,000 shall be paid to the Chairman
of the Board of Directors and SEK 250,000 shall be paid to each
director elected by the Annual General Meeting and for work in the
Compensation & Benefits Committee and the Scientific Committee
a fee shall be paid amounting to SEK 50,000 to the chairman of the
committee and SEK 25,000 to each other committee member, fees
totaling SEK 2,650,000.

The Compensation & Benefits Committee

Biovitrum’s compensation and benefits committee has consisted of
three directors who are independent in relation to the management:
Hans Glemstedt (Chairman), Hakan Astrém and Michael Steinmetz.
The company’s Human Resources Director, Maria Berggren, is Sec-
retary of the Committee, but not a member.

The compensation and benefits Committee’s duties are to pro-
pose guidelines and principles for the company’s remuneration
programs. This task involves reviewing and making proposals for
remuneration for the top executive management and proposals for
employee stock option programs, stock repurchase programs,
pension plans and other matters pertaining to the remuneration of
the company’s employees. The compensation and benefits
Committee convened three times during the year with all three
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members present. During these meetings, the Committee discussed
and followed up annual salary revision and bonuses for the CEO
and senior executive managers, and made a proposal for the alloca-
tion of stock options to members of the Management Team. Propos-
als for guidelines for remuneration to the CEO and senior manage-
men will be presented to the Annual General Meeting in April 2010,
for the approval of the shareholders. Specification of salaries and
remuneration to the CEO and senior executive management is to
be found in note 14 of the Annual Report 2009.

The Audit Committee

Biovitrum'’s Audit Committee has consisted of three directors who
are independent in relation to the management: Mats-Olof Ljung-
kvist (Chairman), Peter Sellei, and Hakan Astrém. The company’s
CFO, Goéran Arvidson, is Secretary of the Committee, but is not a
member.

The Committee’s main duties are to handle the company’s
accounting, financial, reporting and audit matters.

The responsibilities of the Committee include an annual discus-
sion of the proposals from the auditors regarding the scope and
methods of the audit, examining in advance proposed changes in
auditing principles and adjustments of accounting documents that
affect the financial reporting, consulting with the management and
the auditor regarding conformity to laws and regulations involving
financial matters, and annually examining remuneration to the
company’s auditors. The Committee convened seven times during
the year with all three members present. At these meetings, the
Committee primarily discussed the auditors’ presentations and
the company’s Interim Reports. The company’s elected auditors
attended two of the meetings during the year. Discussion topics at
these meetings included the auditors’ planning of the audit, their
observations and review of the company and compensation to the
auditors. For more information on compensation to the company's
auditors, see Note 15 of the Annual Report 2009. In addition the
company’s auditors have met with the entire Board once during
the year.
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Scientific Committee

Biovitrum’s Scientific Committee has consisted of four directors, all
of whom are independent in relation to the management: Michael
Steinmetz (Chairman), Wenche Rolfsen, Peter Sellei and Hans Wig-
zell.

The Committee’s tasks include advising on scientific matters,
evaluating the company’s research strategies, and following up
and reporting to the Board regarding scientific trends and new
areas of research. The Committee’s tasks have also included advis-
ing on acquisitions and licensing in of new research projects. The
Committee convened once during the year with all four members
present.

The Management Team

Each year, the Board of Directors establishes the distribution of
work between the Board of Directors and the CEO. The operative
management is based on the decision-making procedure that the
Board of Directors has established for Biovitrum. The decision-
making procedure stipulates which matters require approval or
confirmation by the Board of Directors. This is subsequently
reflected in the organization and management model that forms
the basis of the company’s management and operation. At Board
Meetings, the CEO and, when necessary, primarily the Chief Finan-
cial Officer, General Counsel and other senior executives in Biovit-
rum’s Management Team present information on matters that
require the attention of the Board of Directors. The company has a
functional organization and the Management Team consists of the
heads of the most important functions, who meet twice a month.
Biovitrum’s Management Team has consisted of nine members.
The Management Team comprises a broad composition of people
with deep and extensive experience in R&D, as well as the produc-
tion and sale of pharmaceuticals. In addition, the members of
Biovitrum’s Management Team have the requisite background in
finance and accounting, law, human resources and communica-
tions. A more detailed presentation of the new Management Team
can be found on page 70 — 72 in the Annual Report 2009 or at
www.biovitrum.se/About us/Senior Management.

Remuneration to senior management.

The CEO and senior management, all chief officers and a number
of other key persons receive a fixed salary and a variable salary. The
variable salary, which shall be in accordance with a system adopted
by the Board of Directors, is based on both overall company goals
and individual goals. To attract and retain proficient and motivated
employees, Biovitrum has established long-term incentive pro-
grams. The principles for remuneration to senior management are
established by the compensation and benefits committee. The vari-
able salary may amount to a maximum of 30 - 50 percent of an
individual’s annual salary. For more information, see Note 14 of the
Annual Report 2009.

The Board'’s report on internal control and risk
management with respect to financial reporting
for the 2009 financial year

Introduction

The Board is responsible for internal control in accordance with the
Swedish Companies Act and the Swedish Code of Corporate
Governance. This report has been established in accordance with
Section 10.5 of the Swedish Code for Corporate Governance, and
is therefore limited to internal control and risk management as
regards financial reporting. It does not comprise a part of the formal
annual report documentation.

During 2009, efforts to streamline and develop the processes in
the accounting department have continued. The internal control
environment at Biovitrum follows the established framework, Inter-
nal Control - Integrated Framework “COSO," which consists of the
following five components:

Control Environment, Risk Assessment, Control Activities, Informa-
tion and Communication, and Follow-up.

During 2009 the development work of the processes for risk
management within the Group has continued.

Biovitrum has created a Project Review Board, for the purpose
of reviewing and prioritizing business opportunities from a scien-
tific as well as commercial viewpoint. CEO is Chairman of the Proj-
ect Review Board.
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Control environment

The control environment constitutes the basis of the Biovitrum
Group and the company'’s internal controls. The control environment
mainly comprises the culture on the basis of which the Board and
company management communicate and work. This includes such
things as values, management philosophy, procedures and policies.
The following is a more detailed description of the constituent ele-
ments. The basis of the internal control of the financial reporting is
comprised by the control environment, which includes organization,
decision-making processes, authority and responsibilities that are
documented and communicated in governing documents such as
internal policies, guidelines, manuals and codes.

Strategic goals

C&RM

Self Assignment Business planning

Management meetings

Monthly Performance
meetings

Reporting and monitoring Risk identification

All of the guidelines for Biovitrum’s activities can be found on
Biovitrum'’s intranet. The content includes the following:

The Group's business concept, vision, mission, strategies, goals
and values.

Organizational structure and descriptions of positions.

Values: Commitment, Mindset, Acceptance of responsibility
and Focus on Results.
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The values are intended to give guidance to Biovitrum'’s
employees in developing, manufacturing and marketing
pharmaceuticals, and for the ways in which Biovitrum cooper-
ates, communicates and conducts business with the surround-
ing world. All decisions and actions are based on ethical
conduct and a sense of responsibility, in accordance with
Biovitrum'’s common basic values.

The administrative processes, guidelines and instructions, such
as authorization, attestation procedures, risk management,
purchasing and investment policy; as well as working environ-
ment processes, accounting and reporting instructions, etc.

Information about the company'’s valuations, matters of
competency and the regulated environment in which the
company operates.

Biovitrum's intranet comprises the base for the group's information
and communications, as well as a point of reference for the com-
pany'’s policies, guidelines and manuals, etc.

Risk assessment

Effective risk assessment unites Biovitrum’s business opportunities
and results with the requirements of shareholders and other inter-
ested parties for stable, long-term value growth and control.
Structured risk assessment or risk management make it possi-
ble to identify the important risks that affect the internal controls
with regard to financial reporting and to identify where these risks
are, i.e., atwhatlevel in the company. Risk management is intended
in part to minimize the number of risk factors within financial
reporting, and in part to ensure that the opportunities available
within the company are used in the best possible way. Risk man-
agement further aims to manage risks during the development
and production of pharmaceuticals, and with regard to biotechnol-
ogy and patent risks.
Risk assessment subsequently results in a number of control goals,
which supports the fulfillment of the basic requirements of financial
reporting.

The most important elements of risk assessment are:

identification
evaluation
management
reporting
follow-up

control

Developing a new drug through the product launch phase requires
a large resources and involves substantial risk. The likelihood of
reaching the market increases as the project advances through the
development chain; this also affects costs, which rise sharply in the
later clinical phases.

Biovitrum's activities are affected by a number of factors, which
can have an impact on the company’s earnings and financial posi-
tion. The risks can be divided into activity-related risks and finan-
cial risks. The financial risks have been identified as liquidity risks,
currency risks, interest rate risks and customer credit risks.

The company has identified a number of items in the income
statement and balance sheet where the risks of errors are
increased. These items primarily revenue recognition, inventory
management and the treatment of intangible assets. Procedures
and controls have been established so that the evaluation of, and
risks in, the balance sheet and income statement items are man-
aged in a reliable manner.

Biovitrum is active in the pharmaceutical sector — a sector regu-
lated and monitored by a number of authorities in and outside of
Sweden. In addition, the company works with Swedish and foreign
external bodies that monitor and evaluate its operations. Biovit-
rum actively works to maximize the value of its product and project
portfolios, and to manage the risks of individual projects and, in
that regard, to continuously assess value and risk potential inher-
ent in its various projects. Evaluations are reported on a continu-
ous basis to the Board of Directors.
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The objective of the Group's risk management is to:

provide support in the strategic decision-making process for
the Board of Directors and management

improve the operational decision-making process
increase risk awareness throughout the organization

improve control over the company’s risk exposure

Control activities

Biovitrum has identified risks regarding its financial reporting, which
has resulted in a number of control activities. These activities are
implemented in all areas that affect the company’s financial report-
ing. The control activities are intended to prevent, discover and
correct errors and discrepancies. The activities cover such things
as analytical follow-ups and comparisons of earnings trends or items,
reconciliation of accounts, follow-up, reconciliation of Board deci-
sions and of policies and procedures established by the Board,
approval and reporting of business transactions and partnership
agreements, instructions regarding authorization and attestation
procedures and reporting and valuation principles.

Within the company, the responsibilities of the controller are
being further developed to maintain internal control in each
respective area. The controller follows up activities through a num-
ber of different control measures, for example, forecasts and bud-
get follow-ups, earnings and balance sheet analyses, reconcilia-
tions as well as analyses of trends and monitoring of the
surrounding world. The result of this work is reported back to the
management of each respective business area, and to the com-
pany’s management and the Board.

Independent Swedish and foreign authorities regularly conduct
tests and controls of Biovitrum’s production environment. These
controls focus primarily on the procedures of the production pro-
cess. The results of these controls are followed up by Biovitrum's
Management Team.
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Information and communication

Biovitrum has information and communication paths that are
intended to ensure the effective provision of accurate information
with regard to financial reporting.

Policies and guidelines regarding financial reporting and updat-
ing and changes are made available both on the company’s
intranet and on its website. In the company, meetings are held first
at the Management Team level, and then at the level that the rel-
evant division manager finds appropriate, as well as a number of
large meetings attended by all employees.

Information is continuously communicated to the outside world
via Biovitrum’s website, where press releases and news items are
published in chronological order.

The Board receives regular financial reports regarding the
Group's position and earnings trends. Quarterly Reports are pub-
lished and supplemented with the Management Team’s press and
analyst meetings. The Chief Financial Officer, with support from
the Accounting Manager and the Chief Controller, is responsible
for the financial reporting to the Board of Directors.

A communication and information policy is in place for the com-
pany’s intranet to ensure that the information provided is accurate
and appropriate. The company’s IR Committee, comprised of the
CEO, the Chief Financial Officer, the Chief Communications Offi-
cer and the IR Director, convenes regularly during the year. Its
duties are to ensure the dissemination of the information provided

to the financial markets.

Follow-up

Biovitrum has no internal audit function. The forms of follow-up and
the internal controls are decided by the Board and the Audit Com-
mittee. Biovitrum’s CFO is responsible for Biovitrum’s internal
controls being maintained in accordance with the form decided
upon by the Board. The Board and the Audit Committee examine
the issue of the adoption of an internal audit function continuously.
Follow-up activities are performed at various levels within the
Group. These are carried out within each respective department.
The Board deals with all quarterly financial statements and
annual reports before publication, and follows up reviews of the
internal controls via the Audit Committee, primarily those carried
out by the external auditors. The information provided is regularly
evaluated. The company’s auditors personally report their obser-
vations and their assessments of the internal controls to the Audit

Committee.
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M I/
D I re CtO rS re p O rt (Refers to both the Group and parent company, as applicable)

General information on operations

Biovitrum is an international pharmaceuticals company that markets
specialist pharmaceuticals in several regions. Biovitrum focuses on
development and production of biopharmaceuticals within our
prioritized areas of hemophilia, inflammation/autoimmune diseases,
cancer supportive care and fat malabsorption. In 2009 Biovitrum
had net sales of SEK 1.3 billion and 380 employees at the end of the
year.

Biovitrum'’s mission is to develop and sell specialist pharmaceu-
ticals that improve people’s lives. The business goal is to be a phar-
maceutical company with long-term profitability.

Biovitrum develops its portfolio of specialist care projects inter-
nally or with partners to be able to generate future revenues.

In 2009 the company generated revenues through:
Production of the active pharmaceutical substance for ReFacto®,
royalties from Pfizer’s global sales of ReFacto® and co-promotion
revenues from the sale of ReFacto® in the Nordic region.

Sales of Kineret®, Kepivance® in Europe, North America, Australia
and New Zealand and Stemgen® in three countries.

Co-promotion or exclusive distribution agreements for four prod-
ucts in the Nordic market.

Important events in 2009
Summary

Operating profit before restructuring and other non-recurring
costs amounted to SEK 16.2 M (40.2).

Net revenues amounted to SEK 1,297.0 M (1,140.6) and the profit
for the year before restructuring and other non-recurring costs
was SEK 32.4 M (60.4), which represents earnings per share' of
SEK 0.33 (0.66). The profit amounted to SEK 32.4 M (-335.4), rep-
resenting earnings per share' of SEK 0.33 (-3.67).

Cash flow from operations was SEK 58.9 M (-506.5). Cash and cash
equivalents and short-term investments as of December 31
amounted to SEK 306.6 M (460.1).

Implemented strategic initiatives:

On November 5, 2009 Biovitrum announced the acquisition of
Swedish Orphan. The transaction was concluded on January 14,
2010 and is being financed by a rights issue, an issue in kind and
bank loans. The acquisition created a new specialist pharmaceu-
tical company, Swedish Orphan Biovitrum, aimed at rare diseases.
The mission of Swedish Orphan Biovitrum (SOBI) is to develop
and make orphan drugs and specialist pharmaceuticals available
to patients with rare diseases and significant unmet medical needs.
SOBI has sales offices throughout Europe and representative
offices in North America, extensive and comprehensive experi-
ence in business development and considerable product develop-
ment and manufacturing capacity. The Group's product portfolio
consists of some 60 orphan drugs and niche products. Several
projects in late phases of development relating to rare diseases
have significant potential for future value growth. Pro forma sales
for 2009 for the new Swedish Orphan Biovitrum Group amounted
to SEK 2 billion.

" Earnings per share have been adjusted for the bonus issue component of the new share
issue which was concluded in January 2010.

Financial statements

AstraZeneca acquired all of the rights to Biovitrum’s preclinical
leptin modulator program aimed at treating obesity. The initial
payment was EUR 6 M and Biovitrum will receive additional mile-
stone payments linked to development phases and product sales,
as well as a single digit percentage royalty on future sales.

Cambridge Biotechnology Ltd (CBT) was sold to Proximagen
Neuroscience plec.

Biovitrum entered into a transfer agreement with iNovacia AB to
further develop two projects for the treatment of metabolic dis-

eases.

Biovitrum signed an agreement with Karolinska Development AB
to continue developing the leukemia project (FLT 3) within a jointly
owned project company.

In line with the new business strategy of focusing on protein drugs
within specialist indications, the number of employees working
with research and development was reduced. The last parts of
the restructuring process were implemented in 2009, and follow-
ing these measures, the number of employees in R&D was reduced
from 353 at the end of 2007 to around 170 at the end of 2009.

Other events:

Agreements were signed with Amgen to expand Biovitrum’s
Kineret® license to include certain new orphan indications.

Biovitrum has signed an exclusive distribution and marketing
agreement with Megapharm Ltd for the purpose of commercial-
izing Kineret® and Kepivance® in Israel.

Biovitrum and Affibody AB entered into a collaboration agreement
which enables the development of new treatments that target
inflammation and autoimmune diseases. The collaboration gives
Biovitrum access to two unique patented technology platforms,
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Affibody® molecules and albumin binding technology, and thereby
the ability to use these in its drug development.

ReFacto AF® was approved for sale in Europe

The clinical portfolio developed well:

In a phase I/lla study the first patient has been given a dose of the
long-acting rFVIIIFc, which is being developed in cooperation
with Biogen Idec.

Results from the first of two clinical phase Il studies of Kiobrina™
(rhBSSL) were positive. A statistically significant improvement in
growth velocity in premature infants was observed and the safety
profile was comparable to placebo.

Biovitrum and Biogen Idec announced a decision to start a reg-
istrational trial of rFIXFc for a longer-acting treatment of hemo-
philia B. After the end of the year, the first patients were recruited
for an open-label registrational trail designed to analyze the effect,
pharmacokinetics and safety of the long-acting protein rFIXFc in
hemophilia B patients (the B-LONG study). Biovitrum and Biogen
Idec have constructed a partnership agreement for the companies’
long-acting recombinant factor VIII Fc and factor IX Fc fusion
protein for the treatment of hemophilia A and hemophilia B
respectively. Under the agreement Biogen Idec will take primary
responsibility for development and will cover the costs of the FIXFc
and FVIIIFc projects.

An open-label explorative phase Il study of ExinaldaTM (rhBSSL)
in patients with cystic fibrosis and pancreatic insufficiency has
been conducted. The primary objectives for the study were not
reached. Biovitrum is now assessing options for continued devel-
opment.

Both the Multinational Association for Supportive Care in Cancer
(MASCC) and the European Society for Medical Oncology (ESMO)
recommend Aloxi® as the preferred 5-HT3 antagonist in prevent-
ing nausea and emesis in patients undergoing moderately emeto-
genic chemotherapy.

A clinical phase Il study of the safety and the therapeutic effect
of Sym001 (immune thrombocytopenic purpura (ITP) and for
Rhesus immunization prophylaxis) in ITP patients is progressing
well at 23 clinics in Europe. Two dose cohorts have been treated
and the independent safety committee has recommended pro-
ceeding to the next dose cohort.

Sales and marketing
Product Sales

Amounts in SEK million 2009 2008
Kineret® 440.7 25.8
Kepivance® 109.9 5.7
Aloxi® 9.4 5.3
Stemgen® 3.4 0.6
Novastan® 1.3 0.8
Total 564.8 38.2

The sales and marketing organization was expanded in 2009 with
the addition of a number of key individuals. This improved compe-
tence and capacity with respect to the Kineret® and Kepivance®
products. New marketing strategies are currently being developed
in preparation to expand the markets for these products. The prod-
ucts were marketed actively for a couple of years before Biovitrum
acquired them at the end of 2008. Biovitrum'’s work is beginning to
have an impact; sales of Kineret® increased by 28 percent during
2009, calculated in local currency, in a comparison between the first
and fourth quarters of 2009. During 2008 Kineret and Kepivance
were included in revenues from product sales only in the second
half of December.
Sales of Aloxi® in the Nordic region almost doubled in 2009.

Co-promotion revenues

Amounts in SEK million 2009 2008
ReFacto® 89.7 80.2
BeneFIX® 1.2 10.4
Mimpara® 26.2 22.7
Kineret® 0.2 61.2
Kepivance® 0.0 0.2
Total 127.3 174.7
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In 2009 Biovitrum launched ReFacto AF® in the Nordic Region.
ReFacto AF® is an enhancement of ReFacto® (recombinant factor
VIl for hemophilia A). ReFacto AF® is produced with the latest pro-
duction technology without the use of human or animal components.
The transition to ReFacto AF® was successful and new patients have
also received this new therapy.

Co-promotion revenues from ReFacto® increased by 12 percent
to SEK 89.7 M (80.2). Since Biovitrum took over sales of ReFacto® on
July 1, 2004, the company has doubled product revenues by
increasing the market share in the Nordic market.

BeneFIX® usage continued to increase and co-promotion reve-
nues for BeneFIX® were up 8 percent on the previous year, SEK 11.2
M (10.4).

Co-promotion revenues for Mimpara® increased by 15 percent
in 2009, SEK 26.2 (22.7).

Kineret® and Kepivance® are included in the product sales
revenues as of 2009.

For production information, see www.biovitrum.com.

Manufacturing and contract development

Amounts in SEK million 2009 2008
ReFacto® 362.5 569.3
of which validation batches - 47.0
Contract development 14.1 49.7
Total 376.5 619.0

Biovitrum is the sole global manufacturer of the active substance
for ReFacto AF® (sold in the US under the name Xyntha®). The newly
developed manufacturing process, entirely without the addition of
human or animal components, has significant benefits compared to
the previous process for ReFacto®. In addition to the exclusion of all
foreign proteins, the new process also gives a higher yield, which
enables production volume to be increased to meet a higher demand
in the market in the future. To further increase the process capacity,
a comprehensive modernization of the production facilities is under
way. Manufacturing revenues for ReFacto® fell by 36 percent in 2009
and amounted to SEK 362.5 M (569.3) for 2009. The volumes will
continue to vary period to period as a result of Pfizer's production
planning.
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Other contract development revenues continued to decline to SEK
14.1 M (49.7) in 2009 as a result of the strategic decision to use the
company'’s biopharmaceuticals competence to develop in-house
projects and products.

Product development

The purpose of Biovitrum’s R&D project portfolio is to deliver new,
attractive products within Biovitrum’s focus area: protein drugs for
specialist indications on a global market.

The portfolio currently consists of six phase Il projects and one
preclinical project. There are also several projects in the discovery
phase.

Biovitrum has projects in the following indications: hemophilia/
hematology, fat malabsorption and supportive cancer care.

The company’s competence and resources in the areas of Clini-
cal Development, Regulatory Affairs and Pharmacovigilance were
increased in 2009, partly to manage the products acquired in 2008
and partly to handle late-phase development projects.

Biovitrum'’s R&D costs in 2009 amounted to SEK 569.4 M (670.6).
The outlicensing and milestone revenues for the year amounted to
SEK 62.6 M (132.5).

Development projects
Factor IX Fc (rFIXFc) for the treatment of hemophilia B

An open-label registrational trial that will be conducted at several
clinical centers has recently begun. The study is designed to analyze
the safety, pharmacokinetics and efficacy of Biovitrum’s and Biogen
Idec’s long-acting recombinant factor IX Fc fusion protein (rFIXFc)
in hemophilia B patients. The study, called the B-LONG study, will
evaluate the efficacy of rFIXFc in the prevention and acute treatment
of around 75 previously treated patients with severe hemophilia B.

Kiobrina™ for the treatment of fat malabsorption

in premature infants

The first clinical phase Il trial in premature infants where rhBSSL is
administered in infant formula is now concluded. The results are
positive and show statistically significant improvement in the growth
velocity. The safety profile was comparable to that of placebo and
no drug-related, serious adverse events were reported. The second

study, where rhBSSL is administered with pasteurized breast milk, is
currently under way.

SymO001 for the treatment of immune thrombocytopenic
purpura (ITP) and for Rhesus immunization prophylaxis

A clinical study, demonstrating that Sym001 is capable of eliminat-
ing Rhesus D (RhD) positive red blood cells from the circulation of
RhD negative healthy volunteers, has been finalized. A clinical phase
Il study with the aim of studying safety and efficacy of Sym001 in
ITP patients is under way in Europe. Three out of four planned dose
cohorts have been treated so far, and the independent safety com-
mittee has recommended proceeding to the last dose cohort.

Factor VllIFc (FVIIIFc) for the treatment of hemophilia A

A phase I/lla study of the long-acting fully-recombinant Factor VIII
Fc fusion (rFVIIIFc) protein is under way. This open-label study will
analyze the safety, tolerability and pharmacokinetics of rFVIIIFc in
severe, previously-treated, hemophilia A patients. Biovitrum is work-
ing on this project with Biogen Idec

Kepivance® for the treatment of oral mucositis associated with
blood cancer treatment in children
A clinical study in children with acute leukemia undergoing stem cell

transplants is currently under way. The primary purpose is to study
safety and pharmacokinetics.

Exinalda™ for the treatment of fat malabsorption due to
pancreatic insufficiency

An open-label exploratory phase Il study on Exinalda (rhBSSL) in
patients with cystic fibrosis and pancreatic insufficiency has been
completed. In terms of efficacy (coefficient of fat absorption), the
primary end-point was not met. Biovitrum is currently evaluating the
next steps for the continued development of Exinalda

Operational risks
Sales of ReFacto® and ReFacto AF®/Xyntha®

Sales of ReFacto® and ReFacto AF®/Xyntha® account for a significant

proportion of Biovitrum'’s revenue. Under the company’s agreement
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with Pfizer — which expires on December 31, 2015 — Biovitrum
receives income both for contract development and manufacture
of the pharmaceutical ingredients ReFacto® and ReFacto AF®/
Xyntha® and for co-promotion from sales of ReFacto® and ReFacto
AF®/Xyntha® in the Nordic region, as well as royalties from Pfizer's
global sales of ReFacto® and ReFacto AF®/Xyntha®. In 2009 the
combined revenues relating to ReFacto® amounted to around 48
percent of the company’s total revenues, compared with 72 percent
in 2008. Any material decrease in the revenues that the company
receives from ReFacto® and ReFacto AF®/Xyntha®, whether due to
reduced demand, increased competition, a deterioration in Bio-
vitrum’s capacity to develop the necessary quantities of pharma-
ceutical ingredient or to successfully market ReFacto® and ReFacto
AF®/Xyntha®, changes in the company’s agreement with Pfizer or for
other reasons such as changed rules on government medicine sub-
sidies for preventive treatments or a reduction in the spread of
hemophilia, could have a material negative effect on Biovitrum’s
business, results and financial position. However, the company’s
dependence on ReFacto® and ReFacto AF®/Xyntha® has reduced as
a result of the acquisition of the drugs Kepivance® and Stemgen®
and the exclusive license for Kineret®.

The acquisition of Swedish Orphan will reduce the dependence
on individual products.

Sales of Kineret® and Kepivance®
Sales of Kineret® and Kepivance® account for a significant proportion
of Biovitrum’s revenue. In 2009 the combined revenues from Kineret®
and Kepivance® amounted to SEK 550.6 M (31.5). Any material
decrease in the revenues that the company receives from Kineret®
and Kepivance®, whether due to reduced demand, increased com-
petition, a deterioration in Biovitrum'’s capacity to provide the nec-
essary quantities of pharmaceutical ingredient or to successfully
market Kineret® and Kepivance® or for other reasons such as changed
rules on state medicine subsidies or stock shortages, could have a
material negative effect on Biovitrum's business, results and financial
position.

The acquisition of Swedish Orphan will reduce the dependence
on individual products.

BIOVITRUM ANNUAL REPORT 2009



Increased globalization of operations

Biovitrum’s acquisition in 2008 from Amgen of the drugs Kepivance®
and Stemgen® as well as an exclusive license for Kineret® expanded
Biovitrum'’s business considerably, and the company is now active
on three continents. In 2008 the company built up an organization
and structure for distribution and commercial operations in Europe,
North America, Australia and New Zealand. International expansion
is associated with uncertainty and makes great demands of organi-
zation and resources. The costs of establishing local distribution and
sales channels are significant. Should it prove that the company does
not have an adequate organization or sufficient resources for its
increased globalization, or that the costs associated with the global-
ization exceed the company’s estimates, this could have a material
negative effect on Biovitrum's business, results and financial position.
Increased globalization may also result in the company carrying on
business in countries that typically have longer payment periods than
its home market. Increased delays in payment could therefore also
be a consequence of increased globalization and could have a mate-
rial negative effect on Biovitrum'’s business, results and financial
position. Moreover, increased globalization has made the company
more dependent on contract partners for distribution, sales and
manufacture. If such agreements are not renewed on similar terms
or are terminated prematurely, this could have a material negative
effect on Biovitrum’s business, results and financial position.

Future profit trend

Biovitrum receives significant revenues from Pfizer for ReFacto® and
ReFacto AF®/Xyntha® and from sales of Kineret® and Kepivance® as
well as from co-promotion or exclusive distribution agreements for
the Nordic market. Although the company expects to continue to
receive such revenues in the future, there are no guarantees that the
revenues will be sufficient to make Biovitrum profitable in view of
the company’s research and development costs, and other costs. If
these revenues ceases or decreases this could have a material

negative effect on Biovitrum's business, results and financial position.

Production facilities

Biovitrum is dependent on the production facility in Stockholm for
the manufacture of ReFacto® and ReFacto AF®/Xyntha® being main-

tained and offering a high level of availability. If the facility or the
equipment were seriously damaged, destroyed or if the facility had
to be closed for some reason or if the company were unable to
replace or repair damaged equipment quickly and cost-effectively,
Biovitrum could lose revenue as a result of reduced production
capacity, which could have a material negative effect on Biovitrum's
business, results and financial position. Although the company has
insurance for damage to property and loss of production for an
amount deemed sufficient by the company, it is not certain that the
company could recoup these amounts in full or that amounts
recouped would be sufficient to compensate for the losses suffered
and lost revenue.

Extensive quality requirements and controls

Biovitrum manufactures recombinant protein pharmaceuticals. In
addition, the company cooperates with pharmaceutical companies
and companies in the biotech sector as regards the manufacture of
pharmaceuticals developed by Biovitrum. The manufacture of
recombinant protein pharmaceuticals requires precise and high
quality manufacturing processes and controls, which means that the
company must ensure that all manufacturing processes and methods
and all equipment meet the requirements in force in respect of what
is known as Good Manufacturing Practice (GMP requirements).
Moreover, Biovitrum must perform extensive audits of its distribu-
tors, contract laboratories and suppliers that are covered by these
requirements. GMP requirements control all aspects of the manu-
facture of pharmaceuticals, including quality control and quality
assurance, manufacturing processes and procedures as well as
documentation. The meeting of these standards demands that
Biovitrum and its distributors, contract laboratories and suppliers
achieve and maintain high quality manufacturing processes and
controls that are sufficient to guarantee that the products meet cur-
rent specifications and other requirements. Biovitrum’s production
facilities may be inspected at any time by the authorities and by the
company's customers. Should such an inspection reveal deficiencies,
Biovitrum could be forced to take measures, to stop production or
to close the facility, which would disrupt manufacturing processes
and have a negative impact on revenues. Should any of the com-
pany’s cooperation partners fail to meet the standards/quality
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requirements in force, the company could not license in pharmaceu-
tical projects or other products from that partner. Moreover, failure
by Biovitrum or its subcontractors to achieve and maintain manu-
facturing standards that meet GMP requirements could result in
manufacturing defects, which might lead to patients being injured
or dying or in products being recalled, in delays or shortcomings in
product tests or deliveries, high costs or other problems that could
seriously damage the company’s business.

Manufacture of pharmaceutical ingredients

Some of Biovitrum’s candidate drugs in preclinical or clinical phases
are based on recombinant technologies. The manufacture of proteins
for use in pharmaceuticals in accordance with current regulations is
complex, time-consuming and expensive. The company could face
problems relating to inter alia production yield, quality control and
guarantees, availability of qualified personnel, supply of raw materi-
als, adequate training of existing personnel, the business not being
run in accordance with the company’s established routines or in
accordance with the FDA's or other applicable regulations, produc-
tion costs and the development of advanced production technology
and process control. If the company would fail to operate its produc-
tion facilities in an efficient manner, not obtain regulatory permits,
not be able to produce sufficient volumes in time or in any other way
run into any of the problems mentioned in the preceding paragraph,
this could obstruct or lead to delays in the launch of the company’s
candidate drugs, which could have a material negative effect on
Biovitrum's business, results and financial position.

Risks relating to research and development

Risks inherent in pharmaceutical development and the
commercialization of products

Developing a new drug up to and including its launch is both a
capital-intensive and a risky process. The probability of getting to
market increases as the project moves forward in the development
chain, while the costs increase at a growing pace in the later clinical
phases of development.

If Biovitrum cannot develop its existing or future project portfo-
lio to later development phases, if developed candidate drugs can-
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not be manufactured at reasonable cost, if any of the development
programs were to be delayed or if Biovitrum were unable to suc-
cessfully commercialize any candidate drugs this could have a
material negative effect on Biovitrum’s business, results and finan-
cial position.

Safety and efficacy criteria in conjunction with project
development

Before the launch of any of Biovitrum's candidate drugs is initiated
the company and its cooperation partners must show that the can-
didate drug meets the stringent standards for safety and efficacy
expected by the authorities in the countries in which Biovitrum plans
to market the drug. Biovitrum has not yet received such authorization
from the FDA, EMEA or any other authority for any of the candidate
drugs in the product portfolio. The process of obtaining authoriza-
tion generally requires extensive preclinical and clinical data, is very
expensive and takes many years.

The FDA, EMEA and other authorities may delay, restrict or
refuse authorization for a number of reasons, including that the
candidate drug is perhaps not safe or effective, that the manufac-
turing processes or facilities that the company has chosen perhaps
do not meet requirements in force or that changes in the authori-
ties’ authorization policies or the introduction of new rules may
require additional work to be carried out. Even if the company’s
candidate drugs meet the requirements of safety and efficacy in
clinical trials, the authorities may take a different view to Biovitrum
as regards the interpretation of data from preclinical studies and
clinical trials and therefore refuse authorization. No guarantees can
be given that Biovitrum will be granted marketing authorization for
any of its existing or future candidate drugs. If Biovitrum does not
succeed in obtaining marketing authorization for its existing or
future candidate drugs, they will not be able to be marketed and
sold. Authorities may also authorize a candidate drug for fewer
indications than applied for or make the authorization conditional
upon the performance of aftermarket studies. Delayed or limited
permits, or failure to obtain permits, may prevent Biovitrum from
achieving sufficient revenues from these candidate drugs and have
a material negative effect on Biovitrum's business, results and
financial position.

Clinical trials

Biovitrum currently has six projects in clinical development and one
project in preclinical development. Before the company can be
authorized to launch any of its candidate drugs it must be shown
that they are safe and effective through sufficient well-controlled
preclinical studies and clinical trials. The number of preclinical stud-
ies and clinical trials that will be required varies depending on the
candidate drug, indications, preclinical and clinical results and the
rules that apply to the specific candidate drug. The company cannot
predict with certainty when clinical trials in progress will be con-
cluded, if they ever are, or when planned clinical trials will be initiated
or concluded. Preclinical and clinical development is a long drawn-
out and expensive process that is affected by many factors including
those that are beyond the company’s control, such as slower patient
recruitment than expected and scheduling difficulties relating to
staff and the clinical institutions that are to take part in the clinical
trials. It is also difficult to predict exactly the costs associated with
clinical trials, and the actual costs of implementing a clinical trial may
exceed the budgeted costs. As a consequence, the results of and
the total costs of Biovitrum'’s preclinical and clinical development
projects are in themselves uncertain.

During clinical development it may emerge that the candidate
drugs are not sufficiently effective or they may prove to have unde-
sirable or unintended side effects, toxicities or other properties
that may disrupt, delay or stop clinical development and prevent or
limit the commercial application of the candidate drugs. Such
results could lead to the company, its cooperation partners or the
competent authorities for clinical trials suspending or cancelling
clinical trials at any time.

Biovitrum cannot guarantee that any of the candidate drugs in
the project portfolio will be developed into drugs that are safe and
effective for use in humans or that these drugs will receive the nec-
essary authorization for commercialization. Any deficiencies or
delays in the implementation of clinical trials will reduce or delay
Biovitrum'’s capacity to generate revenues from the commercializa-
tion of its candidate drugs and to maintain and supplement the
project portfolio, which could have a material negative effect on
Biovitrum'’s business, results and financial position.
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Successes in early clinical trials are not necessarily
indicative of the results in later clinical trial

The results of Biovitrum’s clinical trials in early stages are based on
a limited number of patients and may be revised or nullified by
authorities after further review or by clinical results at later stages.
Historically speaking, the results of preclinical studies and early
clinical trials in the industry have often not been indicative of the
results obtained in later clinical trials. A number of new candidate
drugs have shown promising results in clinical trials, but have later
not succeeded in demonstrating the safety and efficacy required in
order to obtain the necessary authorization. No guarantees can
therefore be given that the information gathered from the preclini-
cal studies and clinical trials of the company’s candidate drugs will
be sufficient to obtain authorization from the FDA, EMEA or any
other authority.

Delayed or limited permits, or failure to obtain permits, could
have a material negative effect on Biovitrum's business, results and
financial position.

Commercial success and market acceptance
for Biovitrum'’s products

Even if the pharmaceuticals in Biovitrum’s product portfolio were to
receive authorization, it is not certain that any of these products
would gain acceptance in the market among physicians, patients,
procurement organizations and the medical world. The degree of
market acceptance for each of Biovitrum’s candidate drugs depends
on a number of factors, including the following:

the ability to produce acceptable proof of safety and efficacy,

relative convenience and simple administration,

the incidence and degree of any negative side effects,

the availability of alternative treatments,

price and cost effectiveness, and

the effectiveness of Biovitrum’s development partners’ or licens-
ees’ sales and marketing strategy.
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Biovitrum'’s success is further dependent on the products developed
by the company being covered by and entitled to payment through
private or state payment systems within the healthcare sector. Leg-
islation and regulatory proposals in various European countries and
in the US cover measures that could restrict or prevent payment for
treatment with certain drugs. In certain cases such legislation has
also resulted in the pricing of drugs being subject to state price
controls. Payment for prescribed drugs varies significantly between
different countries, with certain countries demanding that the prod-
ucts undergo time-consuming and demanding reviews in order to
be able to be covered by the state payment systems. The use of
drugs may also be affected by guidelines, recommendations and
studies published by authorities and organizations.

If Biovitrum’s drugs, despite being authorized, do not gain mar-
ket acceptance or are not included in private insurance systems,
state payment systems within the healthcare sector or become
subject to legislation on medical treatment or pricing, or receive
negative attention through guidelines, recommendations or stud-
ies published, this could have a material negative effect on Biovit-
rum'’s business, results and financial position.

Cooperation with external parties

Part of Biovitrum'’s strategy is to enter into various cooperation agree-
ments, inter alia concerning joint development and licensing, with
pharmaceutical and biotech companies for the development and
launch of certain of Biovitrum’s ingredients. The success of such
partnerships will largely depend on the work of Biovitrum’s partners
or licensees, since these still have considerable right of determination
over the work and resources that will be put into the projects.
Biovitrum’s cooperation partners or licensees may reprioritize
matters internally, take a different view of the results of clinical trials,
find themselves in a financial crisis or suffer staffing problems. Such
factors may, individually or together, have a negative effect on their
willingness or ability to develop Biovitrum's ingredients or to other-
wise cooperate with Biovitrum. Moreover, many of the company’s
development partners and licensees are also competitors and it
cannot be guaranteed that they will not have interests that conflict
with Biovitrum’s own interests. Neither can it be guaranteed that
Biovitrum will succeed in the future in entering into cooperation and/

or licensing agreements on terms acceptable to Biovitrum. Poor
cooperation with partners and the inability to enter into or renew
agreements could have a material negative effect on Biovitrum’s
business, results and financial position.

Applications for authorization for licensed-in or acquired
candidate drugs

Many of the candidate drugs in Biovitrum’s product portfolio are
based on ingredients or technologies developed by other pharma-
ceutical or biotech companies that the company has licensed in or
acquired by other means. Many of the preclinical studies and clinical
trials carried out for these candidate drugs were carried out by
companies before Biovitrum obtained a license or acquired the
candidate drug. Problems with the studies/trials performed before
such licensing or such acquisition could cause the company’s appli-
cations to the authorities to be delayed or rejected, and even if the
earlier studies/trials are acceptable to the authorities Biovitrum may
need to devote more time and work to analyzing and presenting the
results of the studies/trials. The costs of such work may be significant.
Problems with earlier studies/trials may also require Biovitrum to
redo some or all of these studies/trials, which could result in unfore-
seen costs or delays. Delayed or limited permits, or failure to obtain
permits, could have a material negative effect on Biovitrum’s busi-
ness, results and financial position.

Strengthening of the product portfolio

An important component of Biovitrum's strategy is to develop a
balanced product portfolio by, in addition to its internal research
program, licensing in or otherwise acquiring the rights to potential
new drugs. Licensing in and acquisitions of pharmaceutical products
is a competitive enterprise and the company may not be able to
obtain a license for or acquire further suitable candidate drugs or
products from third parties. A number of more established compa-
nies also have a strategy of licensing in or acquiring products within
the areas that the company focuses on. Such companies may have
a competitive advantage over Biovitrum due to their size, financial
position or greater capacity for clinical development and commer-
cialization. If the company is unable to obtain rights for new drugs
from third parties on terms acceptable to the company this could
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mean that Biovitrum is unable to create a balanced product portfo-
lio, which could have a material negative effect on Biovitrum’s busi-
ness, results and financial position.

Need for additional financing

Biovitrum will need significant funds to carry on research and
development of the company’s potential products. Biovitrum may
need to seek further external financing in the future and may do so
inter alia through public or private financing. It may prove that further
financing is not available at all or is not available on terms acceptable
to Biovitrum.

Moreover, Biovitrum may need additional capital to finance
future licensing in and acquisitions. It cannot be guaranteed that
such financing will be obtainable in time or obtained on acceptable
terms. If additional capital cannot be raised in time, Biovitrum may
be forced to substantially limit its plans for in-licensing, acquisitions
or research and development, which could have a material negative
effect on Biovitrum'’s business, results and financial position.

Conflicts may arise between Biovitrum and its cooperation
partners

From time to time conflicts or differences of opinion arise between
the company and its cooperation partners or counterparties regard-
ing the interpretation of clinical data, the achievement of milestone
payments, the interpretation of financial compensation for or the
rights of ownership of patents and similar rights developed in coop-
eration. Any such conflict or difference of opinion may result in costs
or delay, prevent or otherwise hinder the development and com-
mercialization of Biovitrum'’s candidate drugs, which could have a
material negative effect on Biovitrum's business, results and financial
position.

Other business related risk

Competition

The market for specialty pharmaceuticals is characterized by sig-
nificant competition and rapid technology development. Biovitrum's
competitors are, inter alia, international pharmaceutical, biotech and
specialty pharmaceutical companies. Some competitors have
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significantly greater financial, technical and human resources. Bio-
vitrum'’s competitors may have greater manufacturing, distribution,
sales and marketing capabilities than the company. Moreover, there
is always a risk that the company’s product concepts are exposed
to competition from similar products or to entirely new product
concepts which prove to be superior. By allying itself with external
research groups in the forefront of medical development, the com-
pany’s chances to develop medical treatments that are competitive
in the long-term increases. To further strengthen its own position,
strong patent protection is a priority. The above described compe-
tition could have a material negative effect on Biovitrum's business,
results and financial position.

Parallel imports and pirated products

It cannot be ruled out that differences in the price of drugs in the
markets in which Biovitrum operates may result in increased parallel
imports, whereby Biovitrum’s products are purchased more cheaply
on certain markets in order to then compete with Biovitrum’s sales
in other markets. Biovitrum thus cannot guarantee that the com-
pany’s products will not be imported in parallel. Moreover, the
supply of prescription drugs has come to face an increasing chal-
lenge from the fact that the distribution channels are vulnerable to
illegal pirating and the supply of pirated products in an increased
number of markets as well as on the Internet. With the increased
demand for cheap pharmaceutical products, primarily in developing
countries, pirated products have become an increasing problem.
Biovitrum cannot guarantee that the company’s products will not
be at risk of attempted pirating, which could expose Biovitrum’s
patients to serious health risks. Pirated products do not meet the
requirements of safety, but could be mistaken for the company’s
original products. Negative events caused by this could cause mate-
rial financial losses due to damage to Biovitrum'’s reputation. Paral-
lel imports and pirating could have a material negative effect on
Biovitrum'’s business, results and financial position.

Dependence on key personnel

Biovitrum’s success is dependent on key personnel in the company’s
executive management team. In view of these persons’ knowledge

within the pharmaceutical and biotech industry in general, and within
the company in particular, the loss of one or more of these persons
could have a material negative effect on Biovitrum’s business, results
and financial position.

The company'’s future development also depends in part on its
continued ability to recruit and retain skilled personnel with the
necessary expertise to run the business. If Biovitrum cannot con-
tinue to attract and retain such skilled personnel on terms accept-
able to the company, Biovitrum could find it difficult to maintain or
develop the business, which could have a material negative effect
on the company'’s business results and financial position.

Acquisitions

In 2008 Biovitrum acquired the drugs Kepivance® and Stemgen®
from Amgen and an agreement was concluded on an exclusive
license for Kineret®. In the future the company may acquire further
businesses or products that supplement or strengthen its current
business or project portfolio. Future acquisitions of businesses or
products could entail many operational and financial risks, which
could have a material negative effect on the company’s business,
results and financial position, including the following:

acquired drugs may not be successfully developed and success-
fully developed drugs may not achieve market acceptance,
exposure to unknown commitments,

higher costs than expected for acquisition and integration,

difficulties and costs of integrating the operations and personnel
of acquired companies with Biovitrum’s operations and personnel,

a deterioration in relations with key suppliers or customers of
acquired companies due to changes in the corporate management
and ownership,

inability to retain key personnel of acquired companies, and

significantly increased debt or increased dilution for existing
shareholders as a result of payment in the company’s own shares.
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Acquisition of Swedish Orphan

The acquisition of Swedish Orphan was completed in January 2010.
The operations of Swedish Orphan and Biovitrum are to a large
extent exposed to corresponding risks. Apart from the risks that
have been stated above, the following risk factors specific for Swed-
ish Orphan are added. Each of them could have a material adverse
effect on Swedish Orphan’s, and the new group Swedish Orphan
Biovitrum's, operations, performance and financial position.

The operational risks associated with Swedish Orphan
are listed below:

Sales of Orfadin® account for a significant proportion of Swedish
Orphan’s net sales. For 2009, this represented 40 percent
Swedish Orphan’s total net sales for the period.

A majority of Swedish Orphan'’s net sales are obtained from
contracted products and there is no guarantee that present
agreements for these products can be maintained.

Swedish Orphan relies on certain partners for a considerable
part of its net sales. For example, Swedish Orphan is currently
dependent on two partners: Shire Pharmaceuticals Ireland Ltd.
for supply of the products Fosrenol®, Xagrid®, Mezavant® and
Equasym®, and Ucyclyd Inc for supply of the products Ammonaps®
and Ammonul®.

It cannot be guaranteed that Multiferon® will be a commercial
success or will be authorized for its intended purpose in all Swed-
ish Orphan’s markets. Swedish Orphan recently launched Multi-
feron® in two Nordic countries. In 2010 the company intends to
launch Multiferon® in 13 other European countries where the
product has been authorized for two indications: (i) treatment of
high-risk malignant melanoma and (ii) secondary treatment of
patients who are intolerant to or do not respond to treatment with
recombinant interferon, irrespective of the underlying disease.
The market’s acceptance of the product depends on, among other
things, whether it can demonstrate clinical efficacy and safety,
whether it is cost-effective, whether the administration is smooth
and simple, and whether it has any advantages over alternative
treatment methods.
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Patent protection for Orfadin® and Multiferon® Within Swedish
Orphan there are 12 officially designated and/or approved orphan
drugs. Orfadin®is patent protected up to and including 2017 and
has market exclusivity as an orphan drug in Europe until February
2015, with a possible prolongation of two years through a pedi-
atric investigation plan. Orfadin® is patent protected in the US up
to and including 2013. Issued patents for the production process
for Multiferon® within the EU and the US expires between 2010
and 2019.

Tax risks and risks relating to social security contribution and
other taxes in relation to Swedish Orphan'’s incentive program.
Swedish Orphan is subject to a number of taxes in Sweden. The
tax authority could interpret the application of tax rules in a for
Swedish Orphan unfavourable way. Particularly rules regarding
social security contribution and other taxes in relation to incen-
tive programs could be subject to different interpretations.
Swedish Orphan has previously had incentive programs under
which Swedish Orphan’s employees were given the opportunity
to acquire shares in Swedish Orphan. These incentive programs
contained certain transfer restrictions for the acquired shares.
The risk of the tax authority taking the position that all of the
increase in the value of the shares, while they are subject to
transfer restrictions, should be considered to be salary and not
capital gains, cannot be ruled out.

The acquisition of Swedish Orphan poses risks:

Integration of Biovitrum'’s and Swedish Orphan’s operations.

The transaction involves the integration of previously indepen-
dent operations. Delays or difficulties that arise in connection
with this integration could have a negative effect on Swedish
Orphan Biovitrum'’s business after the transaction. One of the
factors that the company has taken into consideration in connec-
tion with the transaction is the opportunities for synergy effects
as a result of the transaction. There are no guarantees that
expected synergy effects, e.g. in the form of lower operating
expenses and future costs or the utilization of Swedish Orphan's
established infrastructure for sales and marketing in Europe, will
be achieved or that additional integration costs will not be

required in order to achieve synergy effects why it cannot be
guaranteed that future financial targets are achieved. Failed,
delayed or more costly integration of the two companies’ busi-
nesses could have a material negative effect on Biovitrum'’s and
Swedish Orphan Biovitrum'’s business, results and financial posi-
tion.

Valuation of Swedish Orphan

The value of and consideration for Swedish Orphan were estab-
lished using commonly used valuation methods and assump-
tions. The valuations may deviate from the businesses’ future fair
value and there is therefore no guarantee that the consideration
paid by Biovitrum for Swedish Orphan will not exceed Swedish
Orphan'’s future fair value.

Shareholders with significant influence

After the rights issue and the issue in kind that will be completed
within the context of the transaction, Investor AB may subse-
quently — directly and indirectly — come to hold shares represent-
ing around 41 percent of the votes and capital in the company.
Moreover, assuming that it subscribes for its pro rata share in the
rights issue, MPM Capital will hold shares representing around
13 percent of the votes and capital in the company. Conse-
quently, these shareholders, individually or together, will be
capable of exerting a significant influence over all matters requir-
ing approval by the shareholders. Investor AB and MPM Capital
may also come to be able to prevent a change in controlling own-
ership and could take other actions that are beneficial to them,
individually or together, but which disadvantage other share-
holders.

Product liability

Although Biovitrum is not aware of any significant product liability
claims against the company, the manufacture and sale of pharma-
ceutical products involves a significant risk of such claims. Although
the company considers its product liability insurance to be adequate,
no guarantees can be given that the insurance will cover future claims
on the company. Moreover there could be a need to increase the
insurance cover, which could lead to a material increase in costs or
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that a satisfying insurance cover could not be received. Product
liability claims could result in significant costs for legal proceedings
and damages, and a successful claim on the company beyond the
available insurance cover, or a claim that results in significant nega-
tive publicity, could have a material negative effect on Biovitrum'’s
business, results and financial position.

Handling of environmentally harmful materials

The company’s research and development involves the controlled
use of biological and hazardous materials and waste. The company
is subject to laws and regulations controlling the use, manufacture,
storage, handling and disposal of such materials. Although the
company considers its safety routines for the handling and disposal
of such materials to meet the prescribed standards, it cannot entirely
eliminate the risk of accidental contamination or personal injury due
to such material. Should an accident occur, Biovitrum could be held
liable for damages or be punished by fines, and this liability could
exceed the company’s financial resources, which could have a mate-
rial negative effect on the company’s business, results and financial
position. Moreover, Biovitrum may incur significant costs in order to
comply with future environmental legislation and regulations.

Exchange rate fluctuations

The company’s business is also subject to exchange rate risks. The
majority of its expenses are incurred in SEK (Swedish kronor), while
a significant proportion of its revenues accrue in other currencies.
The international expansion brought about by the sale of Kepivance®
and Kineret® means that the company’s revenues will be generated
in further currencies, while the royalty agreement for Wyeth's global
sales of ReFacto® and ReFacto AF®/Xyntha® are based on sales
mainly in US dollars and euro. As a result, a reduction in the exchange
rate of US dollars, euro or other foreign currencies in which revenue
is earned relative to SEK could have a material negative effect on
Biovitrum's results and financial position.

Biovitrum has a part of its funding in USD. This also implies that
the company’s results and financial position is affected by the
exchange rate fluctuation between USD and SEK.

To hedge future foreign exchange flows, the company has
adopted the following policy on currency hedging.
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Based on forecasts, natural hedging (offset/netting of incoming
and outgoing currency flows) should be applied as far as possible.

Biovitrum will hedge the net foreign currency exposure as follows:

Currency flow E;’::ﬁ:;‘; hed‘;léorvavag M;rr‘ri\r::r?;
Known/Secure <1year 80-100 % SEK 1 million
Known/Secure 1-2 year 25-75% SEK 1 million
Known/Secure 2-3 year 0-50 % SEK 1 million

Complex regulatory requirements for Biovitrum'’s business

The regulatory requirements concerning the manufacture, testing
and marketing of the company’s candidate drugs and products are
complex and may change over time. Changes to rules applicable
to pharmaceuticals and biological products could increase Biovit-
rum’s costs, limit opportunities for process development and
manufacturing or hinder development of the company’s candidate
drugs and have negative effects on Biovitrum's ability to generate

revenue.

The industry in which Biovitrum operates is to an increasing
extent affected by price pressure

The increased cost of medical treatment and healthcare in many
countries leads to governments and other payers becoming more
aware of the costs, which in turn leads to Biovitrum and the health-
care industry in general operating under strong price pressure. In
most of the markets where Biovitrum is active, governments apply
a certain control over the prices of drugs. The exercise of this con-
trol and its effects vary from country to country and different meth-
ods are applied on both supply and demand to control the costs of
drugs. The introduction of new or extended measures for cost
control of drugs could have a material negative effect on Biovitrum's
business, results and financial position.

The company’s IT system could suffer a crash,
collapse or breach of security

Biovitrum is dependent on a number of IT systems in its business.
In order to be able to resume normal operations and alleviate any
losses, the company has back-up processes and contingency plans
for the recovery of lost data in the event of the collapse of an IT

system. Nonetheless, the business could be disrupted, resulting in
delays in manufacturing, product distribution, etc., which could have
a material negative effect on Biovitrum'’s business, results and finan-
cial position.

Tax disputes and other tax risks

Biovitrum is subject to different tax exposures due to a number of
considerable restructurings and other transactions which the com-
pany has conducted or been part to, inter alia restructurings for the
purpose of disposal of operations and real property. The company
also has considerable sales in many countries outside Sweden,
meaning that the company is exposed to complex regulations within
the tax area, inside as well as outside Sweden.

The Tax Agency has, in April 2008 and October 2009 filed a
request with the county administrative court in the county of
Stockholm for the company to be taxed for an amount of SEK 234
M based on the application of the Swedish Tax Avoidance Act
regarding a disposal of real property through a limited partnership
(kommanditbolag). The company has disputed the claim. The case
has not yet been decided by the county administrative court. Fur-
thermore, on October 9, 2009 the Tax Agency submitted a new
writ in which, based on two rulings by the Supreme Court on May
29, 2009, it presented new grounds for why the rules based on the
Tax Avoidance Act regarding underpriced transfers should not be
applied. Biovitrum believes that the Tax Agency should not win its
case based on these new grounds either. The property, Paradiset
14, was transferred in 2004 to a company that was essentially a
foreign-owned limited partnership company called Nya Paradiset
KB and subsequently the shares in Nya Paradiset KB were sold to
an external party at market price. The property was transferred to
Nya Paradiset KB based on the rules regarding so-called under-
priced transfers for a payment equivalent to the property’s writ-
ten-down value. The Tax Agency in a writ submitted to the county
administrative court dated April 17, 2008 - based on the Tax
Avoidance Act - has asked that the rules regarding underpriced
transferred be disregarded. This means, according to the Tax
Agency, that Biovitrum as a result of the transfer of the property
to Nya Paradiset KB should be taxed for a capital gain of SEK
234.5 M. In Biovitrum’s opinion it is entirely clear that the company

Financial statements

has not acted in contrary to the purpose of the law in the manner
claimed by the Tax Authority in the above-mentioned writ.

In case the company should lose these disputes, the company’s
losses carried forward can subsequently be reduced with consid-
erable amounts. Levied tax penalties and VAT cannot be set-off
against losses carried forward. The Group's losses carried forward
from previous years amounts to a significant sum. Some of the
losses carried forward are however blocked for utilization through
group contributions during a certain number of years. Further,
losses carried forward amounting to approximately SEK 76 M can
have been, or may be definitely lost if a certain agreed additional
purchase price does not fall out. Also in general, losses carried
forward in the Group may, wholly or in part, be lost through
changes in ownership.

Risks relating to intangible assets
Biotechnology, patent risks and intellectual property rights

Biovitrum'’s success will largely depend on the company'’s or its
licensor's ability to obtain protection in the US, EU and other coun-
tries for the intellectual property rights inherent in the products that
the company develops, manufactures, markets and sells. The patent
situation within the area of biotechnology and pharmaceuticals is
generally highly uncertain and involves complex legal and scientific
issues. In these circumstances it is difficult for the patent authorities
to correctly assess inventions that are the subject of patent applica-
tions in relation to prior art. It is not certain that either the company
or its licensor will be able to obtain patents for its products or its
technology. Even if a patent is granted, it may be contested,
declared void or circumvented, which would both limit the com-
pany'’s ability to prevent competitors from marketing similar prod-
ucts and reduce the period during which the company enjoys
patent protection for its products. Furthermore, it is not certain that
the company’s and its licensor’s patent will provide adequate protec-
tion from competitors with similar products or technology. Since
patent applications in the US and many foreign jurisdictions are not
generally published until 18 months after they have been submitted,
orin certain cases not at all, and since the publication of discoveries
in the scientific literature often takes place long after the discover-
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ies were actually made, neither the company nor its licensor can be
certain that it was first to make the inventions in patents issued or
in patent applications in progress, or whether it was the first to apply
for protection of the inventions described in the patent applications.

There is thus no guarantee that products and processes that are
covered by a patent granted will not come under attack or be con-
tested by competitors or that patents granted do not infringe com-
petitors’ patents.

In the event for example that a third party has applied for a pat-
ent covering the same product or technology as Biovitrum's, the
company could be forced to take part in proceedings to decide
who holds the rights to the patent. The costs of such proceedings
may be significant. Moreover, the company could lose such pro-
ceedings and thus the right to the patent. The inability to receive
and retain a satisfying protection against intangible assets, which
are included in the products that the company develop, manufac-
ture, market and sell, could have a material effect on the company’s
business, result and financial position.

Infringement of the intellectual property rights of others

The technologies that the company uses in its research, or which are
included in target products or candidate drugs that the company
endeavors to develop and commercialize, may infringe patents or
patent applications owned or controlled by others. A third party
could take action against the company or its cooperation partners,
which could force the company to pay significant damages. If an
action in respect of patent infringement were to be brought against
the company or its cooperation partners, it/they could be forced to
cease or defer research, development, manufacturing or sales of the
product or candidate drug that is the subject of the action. Conse-
quently, the company or its cooperation partners could choose to
seek, or be forced to seek, a license from the third party and thus
in all likelihood be forced to pay license fees and royalties. It is not
certain that these licenses will be available on acceptable terms or
even available at all. Even if the company or its cooperation partners
were able to obtain a license, the rights could be non-exclusive,
which would provide the company’s competitors with access to the
same intellectual property rights. Finally, the company could be
prevented from commercializing a product, or forced to cease some

aspect of its business, due to claims relating to patent infringement,
which could considerably damage the business.

Extensive legal disputes and other proceedings in respect of
patents and other intellectual property rights have occurred in the
pharmaceutical and biotech sector. In addition to a claim of
infringement against the company, it could become party to other
patent proceedings and other disputes, including what are known
as interference proceedings as notified by the United States Patent
and Trademark Office and recovery proceedings in the European
Patent Agency in respect of intellectual property rights to the com-
pany’s projects, products and technologies. Biovitrum is currently
a party in two objection proceedings at the European Patent
Agency concerning certain third party patents. No guarantees can
be given that the results of such proceedings will be in Biovitrum'’s
favor. Even if the ruling is in Biovitrum'’s favor, the costs incurred by
Biovitrum could be significant. Certain of the company’s competi-
tors are better able to bear the costs of such legal proceedings and
disputes than the company due to their significantly greater finan-
cial resources. Uncertainty as a result of the fact that patent legal
proceedings and other proceedings have been instigated and are
being continued could have a negative effect on Biovitrum’s com-
petitiveness. Patent legal proceedings and other proceedings
could also take up a great deal of management time. For the above
mentioned reasons, potential infringement of third party intellec-
tual property could have a material negative effect on Biovitrum’s
business, results and financial position.

Technology licenses

Biovitrum is party to a number of technology licenses that are impor-
tant for the business and the company is expected to be able to
obtain further licenses in the future. The company has entered into
license agreements with Amgen, Pfizer, Syntonix/Biogen Idec and
a number of other cooperation partners. These licenses impose
certain obligations on the company as regards commercialization,
milestone payments, royalty income, insurance and other aspects.
If the company fails to discharge these obligations, the licensor is
entitled to terminate the license, as a result of which the company
would be unable to market the products covered by the license
concerned. Notice of termination by licenses could have a material
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negative effect on the company’s business, result and financial posi-
tion.

Trade secrets and know-how

In addition to patented products and technologies, the company
uses its own technology, own processes and own know-how that are
not protected by patents. The company endeavors to protect such
information, inter alia through confidentiality agreements with
employees, consultants and cooperation partners. It is not certain
that such agreements will provide protection from leaks of confi-
dential information or that the agreements will provide sufficient
compensation if breached. Moreover, the company'’s trade secrets
may otherwise become known or may be developed independently
by competitors.

If Biovitrum’s own internal information and know-how cannot be
protected for some reason, this could have a material negative

effect on Biovitrum'’s business, results and financial position.

Employees
Values and culture

Biovitrum combines advanced research with commercial perfor-
mance. Our operation has very high standards for our executives
and other employees, and with respect to maintaining an innovative,
high-performance corporate culture. Our values - commitment, new
mind sets, accountability, and a focus on results — are all crucial to
achieving our objectives. These values are expressed in our leader-
ship and are reflected in processes such as employee performance
evaluations. We use a specific method for management by objectives
and follow-up called the performance management process. Super-
visors and employees set annual individual goals together based on
the general goals of the company. For employees to remain com-
mitted, they must understand the company’s mission and objectives
and how their own performance contributes to these. At the end of

the year, efforts are evaluated and performances are rated.

Skills development and innovation

Biovitrum is a knowledge-intensive company. Skills development is
pivotal to improving our project portfolio so we can strengthen the
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production process and launch products. Employee skills develop-
ment is linked to individual goals, which are based on operational
and project needs. Many employees make a positive contribution
to the operation through active participation in academic networks,
with advantages such as access to new research findings.

Salaries and benefits

Good employment terms are a prerequisite if Biovitrum is to recruit
and retain qualified employees. Biovitrum therefore offers com-
petitive salaries and benefits. The company applies the principle
that salaries should be individual and differential, and they are
determined by local salary criteria.

Working climate

A good working climate leads to job satisfaction, low sickness
absence and good relationships, and limits employee turnover.
Therefore, we continuously conduct employee surveys to ensure a
positive working climate. Managers and supervisors take the infor-
mation from employee surveys very seriously and make changes in
line with the survey results. We will continue to improve the flow of
information from top management to the organization and further
clarify what we expect from supervisors.

Diversity and equal opportunity
The average number of employees in 2009 was 433 (485), with a
good balance between men and women.

For Biovitrum, it stands to reason that everyone is offered the
same opportunities and is treated equally, regardless of age, gen-
der, religion, sexual orientation, disability or ethnic affiliation. We
also strive to be a company where working life and private life can
coexist within the framework of our operations.

Health and wellness

Biovitrum aims for a work environment that promotes health and
well-being, and sickness absences in 2009 was just below 2 percent.
Employees are offered a favorable healthcare program through an
agreement with Vitea, a company in the Feelgood Group, through
which they are offered preventive health measures and a certain

degree of medical care. In 2009, the company introduced a wellness
portal where all employees can use an annual wellness allowance
for different activities.

Work environment

Biovitrum strives to fully comply with all work environment related
laws and regulations, working systematically in this area, which is
integrated with our environmental and quality assurance efforts.
Our combined work environment and environmental policy empha-
sizes the significance of the work environment. The environmental
policy is available on Biovitrum’s website: www.biovitrum.com.
Formal work environment responsibility is delegated down the line.
Each restricted area has an environmental group coordinator who
helps the people in charge create a good work environment. They
work with managers, safety representatives, and other employees
to compile environmental action plans. Risk inventories and safety
inspections focusing on ergonomics, chemicals, genetically modi-
fied microorganisms, electrical safety and radiation protection are
performed regularly in restricted areas.

No workplace accidents were reported to the Swedish Work
Environment Authority in 2009.

Respect for labor market regulations

Biovitrum complies with and respects labor market regulations and
agreements signed by parties in the labor market. We have a con-
structive partnership with trade unions and employer organizations
and relations are good.

Remuneration for senior executives

Board proposal for guidelines for remuneration
to senior executives

The board of directors proposes that the Annual General Meeting
resolve to approve the board of directors’ proposal regarding
guidelines for remuneration for the management as set forth below
which shall apply until the Annual General Meeting 2011. In this
context, the management means the managing director of Biovitrum
and the executives who, from time to time, are reporting to the
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managing director and who are also members of the senior manage-
ment, as well as members of the board of directors to the extent
consulting agreements are entered in to.

Motives

Biovitrum shall offer a total remuneration in line with market condi-
tions to enable the company to recruit and retain competent person-
nel. The remuneration to the management may consist of fixed
salary, variable salary, pension and other customary benefits. Long-
term incentive programs may be offered in addition to the above
and will then be submitted to the annual general meeting for
approval. The remuneration is mainly based on position, perfor-
mance and the company’s and the member’s, respectively, perfor-
mance in relation to objectives determined in advance.

Fixed salary

The fixed salary for the managing director and the other members
of the management shall be in line with market conditions and mir-
ror the demands and responsibility that the position entails. The
fixed salary for the managing director is reviewed once a year, as
per January 1.

To the extent a member of the board of directors carries out
work for the company or for another group company, in addition to
the board work, consulting fees and other remuneration for such
work may be payable.

Variable salary

The variable salary for the managing director and the other members
of the management shall be based on the company’s fulfillment of
objectives determined in advance. These objectives are determined
for the promotion of the company’s/the group’s long-term develop-
ment, value creation and financial growth and shall be designed in
away that does not encourage an excessive risk-taking. The variable
salary may not amount to more than 50 per cent of the fixed salary
for the managing director and not more than 30 — 50 per cent of
the fixed salary for the other members of the management.
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Long-term incentive programs

Long-term incentive programs may constitute a complement to the
fixed salary and the variable salary. The program participants are
nominated based on competence, performance and to retain key
employees with the company. The outcome is dependent on the
fulfillment of certain predetermined performance requirements.
The aim with having long-term incentive programs shall be to create
a long-term commitment to Biovitrum, to offer the participants to
take part in Biovitrum'’s long-term success and value creation and
to create possibilities to attract and retain members of the manage-
ment and key employees. For more information about Biovitrum's
current incentive programs, see Biovitrum’s annual report 2009,
note 14.

Other remuneration and terms of employment

The pension benefits for the managing director and the other mem-
bers of the management shall preferably consist of premium based
pension plans, but may also be defined-benefit pursuant to collec-
tive agreements.

The employment agreements with the members of the man-
agement may be terminated with a reciprocal notice period of up
to six months. Upon termination by the company a severance pay-
ment is paid corresponding to maximum 18 monthly salaries. Upon
a material change in the business, the employee is provided, under
certain circumstances, with the possibility to terminate the employ-
ment with a right to severance payment in accordance with the
above corresponding to maximum 12 monthly salaries. The man-
aging director shall be entitled to severance payment correspond-
ing to 18 monthly salaries in case of termination of employment
due to a change of control of the company meaning that more than
50 per cent of the shares in the company are owned by one share-
holder. However, the total severance payment for all members of
the management may not exceed the existing salary for the
remaining months up to the age of 65.

Deviation from the guidelines

The board of directors may resolve to deviate from the guidelines
if the board of directors, in an individual case, is of the opinion that
there are special circumstances justifying that.

Share and option programs

Biovitrum currently has three active option programs and two share
programs. One of the three option programs was concluded in 2009.
The programs are described in more detail in Note 14.

Warrant program 2006/2008 for senior executives

Prior to the initial public offering in 2006, Biovitrum repurchased
warrants from the earlier option program (2001/2006) and certain
senior executives instead subscribed for warrants in a new program.
The purpose of this program was to continue to have an effective
long-term incentive scheme for Biovitrum's senior executives. The
number of warrants in this program was originally 2,326,136, with
each warrant entitling the holder to subscribe for one share. In this
program, the warrants were divided into four equal tranches with
expiration dates of August 31, 2008, November 30, 2008, February
28, 2009, and May 31, 2009, and an issue price of SEK 59 per share.
These warrants could be subscribed for beginning 12 months before
the respective expiration dates.

In 2009 a total of 581,534 shares were issued in conjunction
with warrant redemptions and 581,534 warrants expired in 2009.

This program was concluded in 2009 and there are no out-
standing warrants.

Employee option program 2006/2011

In May 2006, 150,000 warrants were issued to be used in an option
program for certain key individuals. Each warrant entitles the holder
to subscribe for 3.78 shares’. The issue price per share based on
these options is SEK 58.21" and the warrants expire on May 31, 2011.
When allocated, the options entitle holders to earn an equal num-
ber of warrants, earning one-third of the total allocated warrants
per year during the first three years. Options and their subsequent
warrants are allocated free of charge (without payment).

In 2009, 5,000 options were surrendered and no options were
issued. The number of outstanding options at year-end amounted
to 35,000.

Employee option program 2007/2012

The 2007 Annual General Meeting resolved to initiate an employee
option program for 2007/2012. As part of the plan, employee
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options may be issued with the right to acquire up to 567,000 shares”
in the company. Each employee option may be exercised through
April 1, 2012, to acquire 1.89 shares” in Biovitrum at an exercise
price of SEK 58.21". The right to acquire new shares under the
employee option program will be exercisable with one-third of the
total amount of employee options allocated from the date falling
one year from the allocation date (the “anniversary date”) and an
additional one-third from each of the two subsequent anniversary
dates, provided that the holder as of these dates is still employed
by the company and has not been given notice of termination of
employment.

All 300,000 employee options in this program have been allo-
cated and at year-end the number outstanding was 300,000.

Share Program 2008

The Annual General Meeting in 2008 resolved to approve a perfor-
mance-based, long-term share program in 2008. Share Program
2008 is for Biovitrum's executives and key individuals and allows a
maximum allocation of 433,952 shares” in Biovitrum AB (publ). The
number of shares that may be acquired by program participants is
based on the performance of the Biovitrum share calculated over
a three-year performance period. The program was implemented
in late 2008, and the performance period is from November 26,
2008 to November 25, 2011.

Share Program 2009

The 2009 Annual General Meeting resolved to approve a perfor-
mance-based, long-term 2009 share program. Share Program 2009
is for Biovitrum’s executives and key individuals and allows a maxi-
mum allocation of 380,735 shares” in Biovitrum AB (publ). The
number of shares that may be acquired by program participants is
based on the performance of the Biovitrum share calculated over
a three-year performance period. The program was implemented
in 2009, and the performance period extends from June 10, 2009
to June 9, 2012.

" Adjusted for the new share issue completed in January 2010.
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Changes to the company’s ownership structure

The CEO and six of the senior executives have a clause in their
employment agreements entitling them to certain rights in the event
of a considerable change in the company, such as the company
being transferred to a new dominating shareholder. The CEO will,
in such a case, be entitled to terminate his employment with six
months’ notice and to receive severance pay equivalent to eighteen
monthly salaries. The other six senior executives with such a clause
in their agreement have the right to terminate their employment
agreements and retain all benefits for twelve months without an
obligation to work.

Environmental information

Biovitrum’s operation spans the entire value chain from research
and development to marketing and sales. We strive to reduce our
impact on the environment throughout the process. Environmental
initiatives are a natural part of Biovitrum'’s operation and are inte-
grated into our work environment and quality assurance efforts.
The entire company follows an environmental management system
that complies with the international standard I1SO 14001. Our envi-
ronmental policy emphasizes the significance of environmental
issues. It is based on Biovitrum'’s business ethics and values and is
the foundation for comprehensive, detailed environmental goals.
The environmental policy is available on Biovitrum'’s website www.
biovitrum.com.

Biovitrum aspires to comply fully with all environmental laws
and regulations. Formal responsibility for environmental issues is
delegated down the line. Each restricted area has an environmen-
tal group coordinator who helps the people in charge create a sus-
tainable process. They work with managers, safety officers, and
other employees to compile environmental action plans. Risk
inventories and safety inspections that include environmental
issues are performed regularly in restricted areas.

Biovitrum'’s production facility is licensed for hazardous opera-
tions in compliance with the Swedish Environmental Code, with
wastewater management conditions. Compliance with the terms
of the permit is reported annually in an environmental report pre-
pared for local licensing authorities. No violations of the terms

were reported in 2009. In 2009, the production facility and other
operations in adjoining premises consumed 128,254 m? of water
and 13,203 MWh of energy, and generated 81.2 metric tons of
waste, of which 69.9 metric tons was recyclable waste (including
incineration with energy recovery), 8.6 metric tons of hazardous
waste and 1 metric ton of refuse. Most of the hazardous waste is
incinerated with energy recovery. Biovitrum is affiliated with REPA.
The company has reportable operations in a few small facilities.

Biovitrum does not manufacture or import chemicals covered
by the EU’s REACH Regulation, but in 2009 we began preparing to
adapt to the criteria that will be required of downstream users, and
we communicate actively with our raw materials suppliers. Biovit-
rum has permits from the Swedish Work Environment Authority for
handling specific chemicals and infectious agents, and contained
use of genetically modified microorganisms, along with an import
permit for animal byproducts from the Swedish Board of Agri-
culture.

Adaptation to current regulations has not yet affected Biovit-
rum’'s competitiveness or operations negatively, but we cannot
predict the effects of future regulations.

Revenues and profit

Four-year overview

Amounts in SEK million 2009 2008 2007 2006
Total revenues 1,297.0 1,140.6 1,256.4 1,201.1
Adjusted profit/loss for the 324 60.4 79.0 92.7
period

Cost of goods and services -375.7 -264.7 -348.8 -293.8
sold

Research and development -569.4 -670.6 -694.3 -650.4
expenses

Operating profit/loss 16.2 -386.2 55.1 54.6
Financial items — net 16.3 20.2 239 39.6
Profit/loss for the period 324 -335.4 79.0 92.7
Earnings/loss per share”, SEK 0.33 -3.67 0.87 1.01
Earnings/loss per share after 0.32 -3.67 0.85 0.93
full dilution”, SEK

Number of shares 50,396 49,815 45,623 45,623
Equity ratio 48.2% 49.8% 74.6% 66.5%

" Earnings per share has been adjusted for the bonus issue component in the share issue
which was finalised in January 2010.

Financial statements

Operating revenues

Operating revenues for 2009 amounted to SEK 1,297.0 M compared
to SEK 1,140.6 M for 2008, with the following breakdown:

Amounts in SEK million 2009 2008
ReFacto® revenues 617.8 825.7
Revenues from other product sales 602.4 132.7
Other” 14.2 49.7

Total revenues before licensing revenues 1,234.4 1,008.1

Licensing and milestone revenues 62.6 132.5
1,297.0 1,140.6

Total revenues

" Other revenues includes e.g. research revenues, revenues from contract
development and royalty from other products than Refacto®

Licensing and milestone revenues in 2009 amounted to SEK 62.6
M (132.5).

Revenues from ReFacto® fell to SEK 617.8 M in 2009 compared
to SEK 825.7 M in 2008. The total manufacturing revenues for the
full year were SEK 362.5 M (569.3). This is due to a lower unit price
for ReFacto AF®/Xyntha®. Royalty revenues for the sale of ReFacto®
fell to SEK 165.6 M (176.2). Co-promotion revenues from sales of
ReFacto® in the Nordic region increased by around 12 percent in
2009 to SEK 89.7 M (80.2).

Revenues from contract development and research agree-
ments are recognized under “Other revenues.” Revenues from
contract development amounted to SEK 14.1 M (49.7). This is a
result of the pronounced focus on the internal research projects at
the expense of the external projects.

Expenses

As a consequence of increased sales of Kineret® and Kepivance®
the cost of goods and services sold was higher in 2009 than in 2008.
The new product mix and lower licensing revenues had a negative
effect on the gross margin, which was partially offset by an improved
gross margin relating to the manufacture of ReFacto®. The gross
margin excluding licensing and milestone revenues amounted to
69.6 percent (73.7). Also, ReFacto® production has led to better
margins thanks to a high production yield and results, which also
partly compensated for the effect of the gross margin as a result of
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the new product mix. In 2009 Biovitrum built up an inventory in
preparation for the planned maintenance shutdown in the first half
of 2010, and therefore production in 2009 was significantly higher
than the demand in the market.

Research and development expenses were down 15 percent in
2009 compared to 2008, amounting to SEK 569.4 M (670.6). Biovit-
rum and Biogen Idec have constructed a partnership agreement
for the companies’ long-acting recombinant factor VIII Fc and fac-
tor IX Fc fusion protein for the treatment of hemophilia A and
hemophilia B respectively. Under the agreement Biogen Idec will
take primary responsibility for development and will cover the
costs of the FIX and FVIII projects. The costs for the CBT entity
amounted to SEK 32.3 M in 2009.

Profit

The operating profit for 2009 amounted to SEK 16.2 M (-386.2).
Excluding restructuring and non-recurring costs, the operating profit
was SEK 16.2 M (40.2). The net financial income in 2009 was SEK
16.3 M (20.2).

The profit for 2009 amounted to SEK 32.4 M (-335.4).

Financial position

Cash and cash equivalents and short-term investments as of Decem-
ber 31, 2009 amounted to SEK 306.6 M (460.1). Of this amount, SEK
129.6 M (193.7) were bank balances and SEK 128.6 M (60.5) invest-
ments in securities with a term of less than three months from the
date of acquisition. These short-term investments are classified as
cash and cash equivalents. Besides cash and cash equivalents, on
December 31, 2009 the company had other short-term investments
with a term of more than three months amounting to SEK 48.4
(205.9).

Cash flow from operations amounted to SEK 58.9 M (-506.5).
Before payments relating to restructuring and building up the
commercial structure, the cash flow amounted to SEK 132.3 M in
2008.

Investments

The Group's investments in fixed assets in 2009 amounted to SEK
346.5 M (739.0), of which SEK 60.8 M relates to prepaid expenses
related to acquisition in progress. Depreciation and write-downs
amounted to SEK 109.7 M (267.5).

Taxes

The company has accumulated a loss carry-forward, most of which
has not been recognized as an asset. This means that the company’s
tax rate deviates from the Swedish tax rate. The company’s tax
expense amounted to SEK 0 M (30.6). In 2008 the company reversed
a deferred tax liability of SEK 30.5 M.

Parent company

The parent company reported revenues for the full year 2009 of SEK
1,297.0 M (1,140.6), operating profit of SEK 36.4 M (-244.5) and net
profit of SEK 70.4 M (-393.0). Cash, cash equivalents and short-term
investments as of December 31, 2009 amounted to SEK 306.4 M
(on December 31, 2008, 458.1).

Shareholders’ equity in Biovitrum AB (publ) as of December 31,
2009 amounted to SEK 1,326.1 M (December 31, 2008, 1,216.2).

Outlook

Biovitrum has set a financial goal of increasing net sales for the new
Swedish Orphan Biovitrum Group, which was formed when the
acquisition was completed on January 14, 2010, from SEK 2 billion
in 2009 to more than SEK 5 billion in 2015, with an operating margin
(EBIT) exceeding 30 percent. This goal is based on the existing
product and research portfolio, which means that sales and earnings
generated by products that are acquired or licensed in the future
will be an important part of the business.

Financial statements

Events after the balance sheet date

On 5 November 2009 Biovitrum announced the acquisition of
Swedish Orphan. The transaction was concluded on January 14,
2010 and is being financed through a rights issue, an issue in kind
and bank loans.

Biovitrum and Biogen Idec have constructed a partnership agree-
ment for the companies’ long-acting recombinant factor VIl Fc
and factor IX Fc fusion protein for the treatment of hemophilia A
and hemophilia B respectively. Under the agreement Biogen Idec
will take primary responsibility for development and will cover
the costs of the FIX and FVIII projects.

Biovitrum and Biogen Idec have recruited the first patients for an
open-label registrational trial that will be conducted at several
clinical centers. The trial has been designed to analyze the effi-
cacy, pharmacokinetics and safety of the long-acting protein
rFIXFc in hemophilia B patients (the B-LONG trial).

A contract were signed with Amgen regarding an additional set
of production of Kineret®-substance to meet an expected future
increased market need of Kineret while Biovitrum is transferring
the production process to a new supplier. In relation with this
contract Biovitrum will resolve earlier agreed milestone remu-
neration for achieved sells levels of Kineret® and Kepivance®. The
milestone remunerations amounts to a total nominal value of USD
60 M. Present value for these milestone remunerations are USD
51 M as per December 31, 2009.

Changes in shareholders’ equity

The consolidated shareholders’ capital as of December 31, 2009
amounted to SEK 1,352.8 M, compared to SEK 1,285.0 M in Decem-
ber 2008.

During the year 813,119 shares were issued. 581,534 were
issued when warrants were exercised and 213,585 in connection
with the introduction of Share Program 2009.
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Shareholders

The total number of shareholders in Biovitrum at the end of 2009
was 5,562 (3,302). Biovitrum's largest shareholders were Investor
AB with 22.9 percent of the capital and 23.1 percent of the votes
and MPM BioVentures Funds with 12.4 percent of the capital and
12.5 percent of the votes. The 15 biggest shareholders together
controlled 69.9 percent of the capital and 70.6 percent of the votes.

Shareholders

Number of Share  Share votes
shares capital %
%
Investor AB 11,647,307 22.9% 23.1%
MPM 6,305,104 12.4% 12.5%
Orkla Asa 2,600,925 5.1% 5.2%
Amgen Inc 2,546,659 5.0% 5.0%
Life Equity Sweden KB 1,826,091 3.6% 3.6%
Catella Fondférvaltning 1,621,336 3.2% 3.2%
Merrill Lynch, Pierce, Fenner & Smith, W9 1,613,177 3.2% 3.2%
AAC Capital 1,290,503 2.5% 2.6%
Skandia Fonder 1,192,985 2.3% 2.4%
Svenskt Naringsliv 1,100,000 2.2% 2.2%
Lansférsakringar Fondférvaltning AB 930,248 1.8% 1.8%
SEB Private Bank S.A., NQlI 852,300 1.7% 1.7%
MSIL IPB Client Account 747,775 1.5% 1.5%
Carlson Fonder AB 707,724 1.4% 1.4%
Fjarde AP-Fonden 616,607 1.2% 1.2%
Nordea Bank Norge Nominee 603,220 1.2% 1.2%
Gladiator 490,000 1.0% 1.0%
SEB Investment Managment 473,900 0.9% 0.9%
Handelsbanken Fonder Inkl XACT 417,039 0.8% 0.8%
Folketrygdfondet.Jpmorgan Chase Bank 400,000 0.8% 0.8%
Biovitrum Treasury AB
(C-shares, 1/10 vote per share) 515,585 1.0% 0.1%
Other 12,413,416 24.4% 24.6%
Total 50,911,901 100.0% 100.0%

As a result of the issue in kind completed in January 2010 in con-
nection with the acquisition of Swedish Orphan, Investor’s share-
holding increased to around 41 percent and MPM BioVentures
Fund'’s shareholding was reduced to around 9 percent.

The total number of shares following the rights issue and issue
in kind completed in January 2010, in connection with the acquisi-
tion of Swedish Orphan, amounts to 210,041,139.

Share capital

Biovitrum'’s share capital at the end of the year was SEK 27,935,502
shared between 50,911,901 shares with a par value of SEK 0.55. The
issued shares break down as 50,396,316 ordinary shares and 515,585
C shares. The ordinary shares carry one vote per share and the C
shares 1/10 vote per share. All C shares are treasury shares.

In connection with Share Program 2008 the company issued
284,000 C shares and in connection with Share Program 2009 the
company issued 231,585 C shares, a total of 515,585 C shares.

The share capital and number of shares changed in January
2010 as a result of the share issue completed in January 2010.

The company’s treasury shares

In 2009 Biovitrum acquired 231,585 treasury shares of share class
C. The purchase price for the shares was SEK 127,372, which repre-
sents a share value of SEK 0.55. These shares represent 1.0 percent
of the total number of shares in the company.

The long-term share program (“Share Program 2009") is the
reason for the acquisition of the shares.

Below is a summary of the development within the company of
the share capital and number of shares.

Development of share capital and number of shares

Financial statements

The Biovitrum share
Biovitrum'’s share price” increased during the year by 26 percent,

from SEK 22 per share at the beginning of the year to SEK 28 at

Biovitrum share, price and trading volume
January 2009 - Februari 2010
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" Adjusted for the bonus issue component of the new share issue which was concluded
in January 2010

Change number Change Total share Total number

of shares share capital capital (SEK) of shares

Jan 2001 Founding of company - - 10,000,000 10,000,000
May 2001 Bonus issue 1,880,000 1,880,000 11,880,000 11,880,000
July 2001 Issue of shares 11,880,000 11,880,000 23,760,000 23,760,000
Apr 2006 Redemption of shares -4,514,400 -4,514,400 19,245,600 19,245,600
Apr 2006 Bonus issue 2,405,700 4,514,400 23,760,000 21,651,300
Aug 2006 Split 2:1 21,651,300 - 23,760,000 43,302,600
Sep-Dec 2006 Issue of shares in connection with warrant programs 2,320,100 1,273,032 25,033,032 45,622,700
Jun 2008 Issue of shares in connection with additional purchase price related to Arexis 142,422 78,147 25,111,179 45,765,122
Sep 2008 Issue of shares in connection with warrant programs 250,502 137,450 25,248,628 46,015,624
Sep 2008 Issue of shares in connection with share based incentive program 2008 284,000 159,237 25,407,865 46,299,624
Nov 2008 Issue of shares in connection with warrant programs 30,642 16,786 25,424,651 46,330,266
Dec 2008 Issue of shares in connection with purchase price related to Amgen products 3,768,516 2,064,393 27,489,044 50,098,782
May/Jun 2009 Issue of shares in connection with warrant programs 581,534 319,086 27,808,130 50,680,316
Sep 2009 Issue of shares in connection with share based incentive program 2009 231,585 127,372 27,935,502 50,911,901
Shares being held by Biovitrum 515,585
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year-end. The market capitalization was SEK 5.8 billion at the end
of 2009. The Biovitrum share is on the OMX Nordic Exchange Stock-
holm’s OMX Stockholm Pharma Biotech & Life Science Pl index,
which rose during the same period by 18 percent. The highest price
paid in 2009 was SEK 35 (May 19, 2009) and the lowest recorded
price was SEK 21 (January 5, 2009).

Work of the Board

The Board of Directors has nine members, including two employee
representatives. The Board members possess considerable exper-
tise in pharmaceutical research and science, developing and market-
ing pharmaceuticals, and in finance, accounting and strategic
business development. Biovitrum’s CEO has primary responsibility
for presenting reports at Board meetings in 2009, but other company
officials also participated in the Board’s work as secretary or present-
ing reports. The Board works according to an agenda with recurring
items to be dealt with at board meetings, such as the strategic
situation, licensing, research, development and collaboration issues,
acquisitions and investments, interim and annual accounts, and
issues concerning the budget and audits. The Chairman leads and
delegates assignments and ensures that important matters over
and above the fixed items on the agenda are addressed. The Board’s
work is also regulated by rules of procedure established by the
Board concerning the distribution of responsibilities between the
Board members and the CEO.

The Board met 18 times in 2009 and throughout the year
addressed issues relating to development of the R&D portfolio
and suggestions for potential acquisitions and partnerships as well
as Biovitrum'’s new strategy for the future.

The Board committees are preparatory bodies for the Board's
decisions.

Audit Committee

Biovitrum'’s Audit Committee has three members who are indepen-
dent from corporate management: Mats-Olof Ljungkvist (chairman),
Peter Sellei and Hakan Astrém. CFO Géran Arvidson is the Com-

mittee’s secretary, but is not a member of the Committee.

The Committee’s primary task is to procure auditing services and
handle matters concerning accounting, finances, financial reporting
and auditing issues within the company. The Committee’s respon-
sibilities include an annual review of the independent auditors’
proposals on the scope and methods of audits, preliminary exami-
nation of proposed changes to the accounting principles, and
adjustments to accounting documents that affect financial reporting,
consultation with management and the auditors regarding compli-
ance with laws and regulations relating to financial matters, and an
annual review of fees paid to the company’s auditors.

During the year the committee met seven times. At these meet-
ings the Committee discussed and followed up budgets and the
outcome of budgets, all interim reports and financial schedules, as
well as the evaluation process for Biovitrum’s risk management and
internal control. The company'’s elected auditors also participated
at two of the meetings during the year. These meetings addressed
matters such as the auditors’ planning of the audit, their observa-
tions and review of the company, remuneration to the auditors and
the ongoing evaluation of risk management and internal control.
For more information about remuneration to the company’s audi-
tors, please see Note 15 Fees and expenses paid to auditors. The

company's cost for auditing assignments and advice for the 2009
financial year amounted to SEK 9,018 thousands (18,350) of which
auditing fees amounted to SEK 3,629 thousands (2,295).

Compensation & Benefits Committee

Biovitrum’'s Compensation & Benefits Committee consists of three
members who are independent from corporate management. As
of May 2009 the Committee consists of: Hans Glemstedt (chairman),
Hakan Astrom and Michael Steinmetz. The company’s Head of
Human Resources, Maria Berggren, is the Committee’s secretary,
but is not a member.

The role of the Compensation & Benefits Committee is to
recommend guidelines and principles for the company’s compen-
sation programs. This responsibility includes oversight and pro-
posals for remuneration to senior executives and proposals for
incentive programs, pension plans and other issues relating to
remuneration of the company’s employees.

Financial statements

The Compensation & Benefits Committee met three times during
the year. At these meetings the Committee discussed and followed
up on annual pay scale revisions, bonuses for the CEO and senior
executives and proposed guidelines, nominations and allotment of
shares in Share Program 2009.

A specification of salaries and other remuneration for the CEO
and senior executives can be found in Note 14 Employees, person-

nel costs and remuneration to the Board.

Scientific Committee

Biovitrum's Scientific Committee has four members who are inde-
pendent from management: Michael Steinmetz (chairman),
Wenche Rolfsen, Peter Sellei and Hans Wigzell.

The Committee provides advice in scientific issues, evaluates
the company’s research strategies and follows up and reports to
the Board of Directors on scientific trends and new research areas.

During the year the Committee met three times. At this meet-
ing the main topics discussed were the development of research
projects and the company's strategy focusing on specialist
pharmaceuticals.

Proposed appropriation of profit

The following funds are at the disposal of the Annual General Meet-
ing:

SEK
Share premium reserve 464,749,676
Retained earnings -37,265,019
Profit for the year 470,429,433
Total 497,914,090

The Board of Directors and the Chief Executive Officer propose
that the funds at their disposal, SEK 497,914,090, be carried forward.
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Group's statement of comprehensive income

SEK thousands Note 2009 2008
1-4

Total revenues 6-7 1,296,973 1,140,583
Cost of goods and services sold 8 -375,740 -264,663
Gross profit 921,233 875,920
Sales and marketing expenses -109,606 -51,775
Administration expenses -193,295 -216,184
(of which expenses connected to product acquisition) - (-80,233)
Research and development expenses -569,422 -670,559
Restructuring expenses - -346,163
Other operating revenue 10 43,262 34,298
Other operating expenses n -75,998 -11,732
Operating profit/loss 9,12, 14-16, 19, 33 16,174 -386,195
Financial income 17 28,603 21,418
Financial expenses 18 -12,340 -1,220
Financial items - net 16,263 20,198
Profit/loss before tax 32,437 -365,997
Income tax expense 20 = 30,636
Profit/loss for the year 32,437 -335,361
Other comprehensive income”

Translation difference -4,097 -23,636
Comprehensive income for the year 28,340 -358,997
Earnings/loss per share (SEK)? 0,33 -3,67
Earnings/loss per share after full dilution (SEK)? 0,32 -3,67
Number of shares (ordinary) 50,396,316 49,814,782
Average number of shares 50,142,990 45,973,714
Qutstanding warrants 335,000 1,503,068
Number of shares after full dilution 50,766,316 51,357,850
Average number of shares after full dilution 50,793,547 48,368,497

U In correspondence with Revised IAS 1 all changes in equity that do not arise from transactions with owners should be reported

in statement of comprehensive income. Translation differences does entirely concern equity in foreign subsidiary.

2 For calculation, see disclosure “Changes in Equity” Earnings per share have been adjusted for the bonus issue component of

the new share issue which was concluded in January 2010.

Financial statements
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Group balance sheet

Financial statements

SEK thousands Note 2009-12-31 2008-12-31 SEK thousands Note 2009-12-31 2008-12-31

ASSETS 1-4 SHAREHOLDERS' EQUITY AND LIABILITIES

Fixed assets Shareholders' equity

Intangible fixed assets 21 1,159,144 1,026,008 Share capital 27936 27,489

Tangible fixed assets 22 251,963 215,517 Other capital contribution 1,261,336 1,222,312

Financial fixed assets 24 102,707 34,426 Other reserves -27,733 -23,636

Deferred income tax assets 26 11,800 11,800 Retained Earnings 62,916 417,816

Total fixed assets 1,525,614 1,287,751 Net result 28,340 -358,997
Shareholders' equity referring to the owners

Current assets 30 of the parent company 1,352,795 1,284,984

Inventories 27 578,398 587,663

Accounts receivable, trade 28,32 105,203 75,035 Liabilities

Other receivables 28 33,109 33,660 Long-term liabilities

Prepaid expenses and accrued income 29 256,567 134,645 Deferred income tax liabilities 26 48,200 48,200

Short-term investments 31,32 48,359 205,833 Other liabilities 34 290,348 397113

Liquid funds 31,32 258,280 254,228 Provisions for other liabilities and charges 35 365,645 377,905

Total current assets - 1,279,916 1,291,064 Total long-term liabilities 704,193 823,218

TOTAL ASSETS 2,805,530 2,578,815
Short-term liabilities
Liabilities to credit institutions 50,000 -
Accounts payable 243,899 143,918
Current tax liabilities 568 21
Derivates 25 - 3,260
Other liabilities 136,770 12,520
Accrued expenses and prepaid revenues 36 310,221 211,568
Other provisions 35 7,084 99,326
Total short-term liabilities 748,542 470,613
TOTAL SHAREHOLDERS' EQUITY AND LIABILITIES 2,805,530 2,578,815
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Group statement of changes in equity

Other capital

Profit/loss carried

Total share-

SEK thousands Share capital contribution Other reserves orward holders’ equity
Shareholders’ equity, Jan 1, 2008 25,033 1,033,588 - 394,180 1,452,801
Comprehensive income

Net profit/loss for the year -335,361 -335,361
Comprehensive income -335,361 -335,361
Other comprehensive income

Translation differences -23,636 -23,636
Cash flow hedges:

Fair value, gains in year 68,681 68,681
Transfer to inventory and product rights -68,681 -68,681
Other comprenhensive income - - -23,636 - -23,636
Sum comprehensive income - - -23,636 -335,361 -358,997
Transactions with shareholders'

Sharebased compensation 7,872 7,872
Redemption of shares -155 -155
Issue of shares 2,456 181,007 183,463
Sum transactions with shareholders’ 2,456 188,724 - - 191,180
Shareholders’ equity, January 1 2009 27,489 1,222,312 -23,636 58,819 1,284,984
Comprehensive income

Net profit/loss for the year 32,437 32,437
Comprehensive income 32,437 32,437
Other comprehensive income

Translation differences -4,097 -4,097
Other comprehensive income - - -4,097 - -4,097
Sum comprehensive income - - -4,097 32,437 28,340
Transactions with shareholders'

Sharebased compensation 5,186 5,186
Redemption of shares -153 -153
Issue of shares 447 33,991 34,438
Sum transactions with shareholders’ 447 39,024 - - 39,471
Shareholders’ equity, Dec 31 2009 27,936 1,261,336 -27,733 91,256 1,352,795

Financial statements

Biovitrum'’s share capital at year-end was SEK 27,935,502 shared between
50,911,901 shares with a par value of around SEK 0.55. The issued shares
break down as 50,396,316 ordinary shares and 515,585 C shares. The ordi-
nary shares carry one vote per share and the C shares carry 1/10 vote per
shares. All C shares are treasury shares. The share capital and number of
shares changed in January 2010 as a result of the new issue concluded in
January 2010.

In connection with Share Program 2008 the company issued 284,000 C
shares and in connection with Share Program 2009 the company issued
231,585 C shares for a total of 515,585 C shares.

In 2009 Biovitrum acquired 231,585 class C treasury shares. The price paid
for the shares was SEK 127,372, which represents a share value of SEK 0.55.
The par value of the shares as of December 31, 2009 was SEK 0.55. The trea-
sury shares represent 1.0 percent of the total number of shares in the
company

The long-term share program (Share Program 2009) is the reason for the
acquisition of shares.

Earnings per share

Earnings per share before dilution is calculated by comparing the part of
the profit assignable to the shareholders of the parent company divided by
a weighted average of outstanding ordinary shares during the period,
excluding redeemed shares.

To calculate the earnings per share after dilution, the average weighted
number of outstanding shares is adjusted before the dilution effect of all
potential ordinary shares.

2009 2008
Net profit/loss referable to shareholders
of the Parent company 32,437 -335,361
Average number outstanding ordinary
shares (thousands) 50,143 45,974
Earnings per share before dilution
(SEK per share) " 0.33 -3.67
2009 2008

Net profit/loss referable to shareholders
of the Parent company 32,437 -335,361

Average number outstanding ordinary
shares for calculation of earnings per

share after dilution (thousands) 50,794 48,368
Earnings per share before dilution
(SEK per share) " 0.32 -3.67

" Earnings per share have been adjusted for the bonus issue component of the new
share issue completed in January 2010.
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Group cash flow statement

Supplementary disclosures to the

consolidated cash flow statement

Financial statements

SEK thousands 2009 2008
Operations

Profit/loss for the year 32,437 -335,361
Adjustment for items not affecting cash flow 16,408 190,647
Cash flow from operations before change in

working capital 48,845 -144,714
Change in working capital

Decrease(+) / Increase(-) in inventories 9,265 -503,070
Decrease(+) / Increase(-) in operating

receivables -147,028 -78,585
Increase(+) / Decrease (-) in operating

liabilities 147,803 219,880
Cash flow from operations 58,885 -506,489
Investment activities

Investment in operation” -60,809 -
Divestment of operation 22,714 -
Investment in intangible fixed assets -62,666 -180,733
Investment in tangible fixed assets -96,049 -24,543
Divestment tangible fixed assets 2,104 8,110
Investment in financial fixed assets = -11,837
Divestment of financial fixed assets -1,868 -
Investment/Sale of short term financial assets 157,474 188,733
Cash flow from investment activities -39,100 -20,270
Financing activities

Loans - Raising/Amortization - 399,797
Issue of shares 34,438 16,588
Redemption of shares -153 -
Repayment of bank loan -50,000 -
Cash flow from financing activities -15,715 416,385
Net change in liquid funds 4,070 -110,374
Liquid funds at beginning of year 254,228 365,797
Exchange rate differences in liquid funds -18 -1,195
Liquid funds at end of year?) 258,280 254,228

U Investment in operation relates to prepaid expenses acquisition in progress

2 Not included in liquid funds is short term investments to a value of SEK 48.4 M (205.8)

as per December 31, 2009.

SEK thousands 2009 2008 SEK thousands 2009 2008
Interest paid and received Divestment of subsidiaries and
Interest received 7,809 19,453 other business units
Interest paid 11538 217 Divested assets and liabilities
Tangible fixed assets 1,942 -
Adjustments for items not affecting Operating receivables 51,854 -
cash flow Liquid funds 398 -
Amortization/depreciation and write Total assets 54,194 -
down of assets 109,664 267,507
Unrealized exchange rate differences -6,765 - Operating liabilities 4127 _
Capital gain/loss from divestment of il _
tangible fixed assets -2,095 415 il el e 212
Capital gain/loss from divestment of ) )
financial fixed assets 21,540 - Selling price 48,551 -
Revaluation of present value of long-term Deduction:
liability 12,260 _ Expenses in connection with divestment -25,439 -
Decrease tax liabilities 5,144 - Selling price received 23,112 -
Revaluation of financial fixed assets 4,663 -2,887 Bedfidc}iona i q ) -
Pensions 5,598 5,166 Elf(:m Lml.s |r.1d f\vei;ce operation 227714 _
Deferral of revenue from sale to Amgen = -132,466 ect on liquid tunds ' -
Restructuring costs excl. write-downs - 149,075 Liauid fund
Payments relating to restructuring -97,885 -63,153 Ll.qul'd funds include the followi
Reversal of deferred tax = -30,550 ‘quic Tunds include the following:
i Cash and bank balances 129,594 193,621
Other items - 7,872 sh ) val
ort-term investments equivalent to
16,408 190,647 liquid funds 128,686 60,607
258,280 254,228

The above items have been classified as liquid funds on the following

basis:

- They are subject to minimal risk for fluctuation in value.

- They can immediately be converted into cash funds.

- They have a maximum maturity of three months from the initial date of

validity.
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Parent company income statement

SEK thousands Note 2009 2008
E
Total revenues 6-7 1,296,954 1,140,583
Cost of goods and services sold 8 -375,740 -264,665
Gross profit 921,214 875,918
Sales and marketing expenses -109,605 -51,774
Administration expenses -199,380 -221,162
(of which expenses relating to product acquisition) - (-80,233)
Research and development expenses -570,689 -669,499
Restructuring expenses - -201,200
Other operating revenues 10 43,200 34,776
Other operating expenses n -48,338 -11,543
Operating profit/loss 9,12, 14-16, 19, 33 36,402 -244,484
Result from participation in Group companies 13 17,625 -168,461
Financial income 17 28,705 21,1
Financial expenses 18 -12,303 -1,209
Financial items - net 34,027 -148,559
Profit/loss before tax 70,429 -393,043
Income tax expense 20 = -
Profit/loss for the year 70,429 -393,043

Financial statements

BIOVITRUM ANNUAL REPORT 2009



Parent company balance sheet

Financial statements

SEK thousands Note 2009-12-31 2008-12-31 SEK thousands Note 2009-12-31 2008-12-31
ASSETS 1-4 SHAREHOLDERS  EQUITY AND LIABILITIES
Fixed assets Shareholders” equity
Intangible fixed assets 21 959,672 826,536 Restricted equity
Tangible fixed assets 22 251,963 211,673 Share capital 27936 27,489
Shares in Group companies 23 648,979 588,246 Statutory reserve 800,257 800,257
Financial fixed assets 24 21,359 19,489 Total restricted equity 828,193 827,746
Total fixed assets 1,881,973 1,645,944
Non-restricted equity
Share premium reserve 464,750 425,614
Current assets 30
Inventories 27 578,398 587,663 Own shares -308 155
Accounts receivable ;8 105,203 75,036 Proﬂt/lo#s carried forward -36,957 356,086
Current receivables 5 23194 32,711 Net proflt/los's for the y'ear 70,429 -393,043
Receivables from Group companies N 11,519 12,324 Total unrestricted :-.'qmt_.y 497,914 388,502
Prepaid expenses and accrued revenues 29 256,567 132,372 Total shareholders’ equity 1,326,107 1,216,248
Short-term investments 31 48,359 205,833 .
Cash and bank balances 31 257977 252,250 Liabilities =
Total current assets 1,281,217 1,298,189 Long-term liabilities
TOTAL ASSETS 3163.190 2,944,133 Other liabilities 34 290,348 397,113
Provisions for other liabilities and charges 35 365,645 377,905
Total long-term liabilities 655,993 775,018
Current liabilities
Liabilities to credit institutions 50,000 -
Accounts payable 243,899 141,317
Liabilities to Group companies 428,695 486,294
Derivates 25 - 3,260
Other liabilities 137,338 7,286
Accrued expenses and prepaid revenues 36 314,074 215,384
Other provisions 35 7,084 99,326
Total current liabilities 1,181,090 952,867
TOTAL SHAREHOLDERS  EQUITY AND LIABILITIES 3,163,190 2,944,133

Pledged assets and contingent liabilities — Parent Company

SEK thousands Note 2009-12-31 2008-12-31
Pledged assets 37 - -
Contingent liabilities 37 78,444 40,654
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Parent company change in shareholders’ equity

RESTRICTED EQUITY

UNRESTRICTED EQUITY

SEK thousands

Share capital

Statutory reserve

Share premium
reserve

Profit/loss
carried forward

Total share-
holders’ equity

Shareholders’ equity, Jan 1 2008 25,033 800,257 236,734 356,086 1,418,110
Fair value, gains in year 68,681 68,681
Transfer to inventory and product rights -68,681 -68,681
Issue of shares 2,456 181,008 183,464
Redemption of shares -155 -155
Sharebased compensation 7,872 7,872
Net profit/loss for the year -393,043 -393,043
Shareholders' equity, Dec 31 2008 27,489 800,257 425,614 -37,112 1,216,248
Shareholders’ equity, Jan 1 2009 27,489 800,257 425,614 -37112 1,216,248
Issue of shares 447 33,992 34,439
Redemption of shares -153 -153
Sharebased compensation 5,144 5,144
Net profit/loss for the year 70,429 70,429
Shareholders' equity, Dec 31 2009 27,936 800,257 464,750 33,164 1,326,107

Financial statements

Biovitrum'’s share capital at year-end was SEK 27,935,502 shared between
50,911,901 shares with a par value of around SEK 0.55. The issued shares
break down as 50,396,316 ordinary shares and 515,585 C shares. The ordi-
nary shares carry one vote per share and the C shares carry 1/10 vote per
shares. All C shares are treasury shares. Share capital and number of shares
have changed in January 2010 in consequence of the share issue that was
completed in January 2010.
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Parent company cash flow statement

Supplementary disclosures to the Cash Flow Statement — Parent Company

Financial statements

SEK thousands 2009 2008
Operations

Loss for the year 70,429 -393,043
Adjustment for items not affecting cash flow -24,631 249,319
Cash flow from operations before change in

working capital 45,798 -143,724
Change in working capital

Decrease(+) / Increase(-) in inventories 9,265 -503,070
Decrease(+) / Increase(-) in operating

receivables -144,883 -67,430
Increase (+) / Decrease (-) in operating

liabilities 149,996 219,575
Cash flow from operations 60,176 -494,649
Investment activities

Acquisition of subsidiaries” -60,809 -25,015
Divestment of subsidiary 23,112 -
Investments in intangible fixed assets -62,666 -165,718
Investments in tangible fixed assets -96,081 -23,908
Divestment of tangible assets 2,104 8,110
Investment in financial fixed assets -1,903 -11,837
Divestment of financial fixed assets 35 -
Divestment of short-term financial assets 157,474 188,734
Cash flow from investment activities -38,734 -29,634
Financing activities

Loan — Rasing - 400,000
Issue of shares 34,437 16,588
Redemption of shares -152 -
Amortization of loans -50,000 -
Cash flow from financing activities -15,715 416,588
Net change in liquid funds 5,727 -107,695
Liquid funds at beginning of year 252,250 359,945
Liquid funds at end of year? 257,977 252,250

U Acquisition of subsidiaries relates to prepaid expenses acquistion in progress

2 Not included in liquid funds is short term investments to a value of SEK 48.4 M (205.8)

as per December 31, 2009.

SEK thousands 2009 2008 SEK thousands 2009 2008
Interest paid and received Liquid funds
Interest received 7,811 19,146 Liquid funds include the following:
Interest paid 11,457 204 Cash and bank balances 129,291 191,642
Short-term investments equivalent to
Adjustments for items not affecting liquid funds 128,686 60,607
cash flow 257,977 252,250
Amortization/depreciation and write
down of assets 107,574 119,304 The above items have been classified as liquid funds on the following
Unrealized exchange rate differences -6,765 - basis:
Revaluation of present value of long-term — They are subject to minimal risk for fluctuation in value.
liabilities -12,260 -
Capital gain/loss from divestment of — They can immediately be converted into cash funds.
fixed assets -2,063 415 - They have a maximum maturity of three months from the initial date of
Capital gain/loss from divestment of validity.
financial fixed assets -23,114 -
Revaluation of financial fixed assets 4,663 -2,887
Deferral of fees from Amgen - -132,466
Result from limited partnership 75 -
Write-down of shares in subsidiaries - 168,460
Restructuring expenses
excl. write-downs = 149,076
Payments relating to restructuring -97,885 -60,455
Other items 5,144 7,872
-24,631 249,319
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Notes

Note 1 General information

Biovitrum AB (publ), the parent company and its subsidiaries, collectively the
Group, is a public, listed pharmaceutical company that markets specialist
pharmaceuticals in a number of regions.

Biovitrum develops and sells specialist pharmaceuticals that improve people’s
lives. The company’s business goal is to create a pharmaceutical company with
long-term profitability through the international launch and sale of in-house
developed and attractive products.

The company’s expertise and capacity are focused on the development and
production of biopharmaceuticals in our prioritized areas of hemophilia, inflam-
mation/autoimmune diseases, supportive cancer care and fat malabsorption.

Revenues, including royalties and contract fees, finance most of the annual
research budget.

The parent company is a limited company registered and headquartered in
Stockholm, Sweden. The head office address is Tomtebodavagen 23A, Solna,
Sweden.

The company has been listed as a mid-cap company on the Stockholm stock
exchange (now NASDAQ OMX Stockholm) since September 15, 2006.

The consolidated financial statements for Biovitrum AB (publ) for the financial
year ending on December 31, 2009 were approved by the Board of Directors and
CEO on March 19, 2010 and will be submitted to the Annual General Meeting on
April 27,2010 for adoption.

Note 2 Significant accounting principles and basis
for preparation of the parent company’s
and the consolidated financial statements

Summary of significant accounting principles for group

The primary accounting principles applied in the preparation of these consoli-
dated financial statements are set out below. These principles have been consis-
tently applied to all the years presented unless otherwise indicated.

The consolidated financial statements have been prepared in accordance with
the Annual Accounts Act, the Swedish Financial Reporting Board’s recommenda-
tion RFR 1.2. Supplementary Accounting Rules for Groups, and the International
Financial Reporting Standards (IFRS) and IFRIC interpretations as adopted by the
EU. The consolidated financial statements have been prepared according to the
historical cost convention except in the case of financial assets and financial
assets and liabilities (including derivative instruments) measured at fair value
through profit and loss.

Standards, amendments and interpretations that went into effect in 2009

IFRS 7 (amendment) “Financial instruments — Disclosures”

Effective as of January 1, 2009.

The amendment requires enhanced disclosures about fair value and liquidity risk,
e.g. it requires a change in the disclosure of fair value at different levels in a fair
value hierarchy. This amendment only requires additional disclosures and does
not therefore affect the earnings per share.

Biovitrum is applying this amendment as of January 1, 2009.

IAS 1 (revised) “Presentation of Financial Statements”
Effective as of January 1, 2009

The revised standard does not permit the presentation of income and expense
items (i.e. changes in equity not relating to transactions with owners) in state-
ments of changes in equity, and requires these changes to be presented in a
comprehensive statement. The Group thus presents all owner-related changes in
equity in the report “Changes in shareholders’ equity, Group” and all changes
not relating to transactions with shareholders in a statement called "Comprehen-
sive statement.”

Comparative information has been recalculated so that it is in line with the
amended standard. This change to the accounting principle only affects the
presentation of statements and has no impact on earnings per share.

Biovitrum is applying IAS 1 (amended) as of January 1, 2009.

Notes

IFRS 2 (amendment) “Share-Based Payment”
Effective as of January 1, 2009.

The amended standard deals with vesting conditions and cancellations. It clari-
fies that vesting conditions are service conditions and performance conditions
only. Other components in share-based payments are non-vesting conditions.
These components need to be included in the grant date fair value for transac-
tions with employees and others providing similar services. They do not impact
the number of options expected to vest or valuation thereof subsequent to the
grant date. All cancellations, whether by the entity or by other parties, should
receive the same accounting treatment. The Group is applying IFRS 2 (amend-
ment) as of January 1, 2009. It has not had a material impact on the group’s finan-
cial statements.

IFRS 8 “Operating Segments”
Effective from January 1, 2009

IFRS 8 Operating Segments replaces IAS 14 Segment Reporting. The new stan-
dard requires segment information to be presented from the management’s
perspective, which means presented on the same basis that is used for internal
reporting. The basis for identifying reportable segments is the internal reporting
as reported to and followed up by the highest decision-making executive. For
Biovitrum, this is the Group's CEO.

Biovitrum is applying IFRS 8 as of January 1, 2009. Following the introduction of
IFRS 8, the Group has not identified any new operating segments compared to
those in the past. In connection with the acquisition of products from Amgen in
December 2008, Biovitrum has sales in a number of geographical areas and from
2009 Biovitrum therefore reports revenues by geographical area.

Standards, amendments and interpretations of present standards, not effective in
2009 and not applied prematurely by Biovitrum

IFRIC 17 "Distribution of Non-Cash Assets to Owners”
Applies to the financial year commencing on July 1, 2009 or later.

This interpretation is part of the IASB’s annual improvement project published in
April 2009. The interpretation provides guidance on reporting agreements under
which a company distributes non-cash assets to shareholders. An amendment
has also been made to IFRS 5 where it is required that assets be classified as held
for distribution only if they are assets for distribution in their current condition
and distribution is very likely.

Biovitrum is applying IFRIC 17 as of January 1, 2010. This interpretation is not
expected to have any material impact on the consolidated financial statements.
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IAS 27 (amendment) “Consolidated and Separate Financial Statements”
Effective as of July 1, 2009.

The amended standard require the effects of all transaction with owners with a
non-controlling interest (this term has replaced the previous one “minority inter-
est”) to be reported in equity if they do not involve any change in the controlling
influence and these transactions no longer give rise to goodwill or gains and
losses. The standard also states that when a parent company loses the controlling
influence, any remaining portion should be reassessed at fair value and a gain or
loss reported in profit and loss.

Biovitrum is applying IAS 27 (amendment) for future transactions with owners
with a non-controlling influence as of January 1, 2010. IAS 27 (amendment) is not
expected to have any significant effect on the consolidated financial statements.

IFRS 3 (revised) “Business Combinations”

Effective as of July 1, 2009.

The revised standard still requires the acquisition method to be applied for busi-
ness combinations, but with some significant changes. For example, all payments
for the purchase of a business at fair value are recorded on the acquisition date,
while subsequent conditional payments are classified as liabilities which are then
re-measured in profit or loss. Non-controlling interests (replacing the previous
term “minority interest”) in the acquired business can either be valued at fair
value or at the proportionate portion of the business’s net assets held by the
party with the non-controlling interest. All acquisition related transaction costs
are to be expensed. The revision applies prospectively for acquisitions after the
date it goes into force. The amendment to the standard will not involve any
change with respect to previous acquisitions, but will only affect reporting of
future acquisitions. The Group is applying the standard from the beginning of the
financial year commencing on January 1, 2010.

IAS 38 (amendment) “Intangible Assets”

The amendment is part of IASB’s annual improvement project published in April
2009 and the Group will apply IAS 38 (amendment) from the date that IFRS 3
(revised) is applied.

The changes clarify procedures for fair value measurement of an intangible asset
that was acquired through a business combination. According to the amend-
ment, intangible assets are grouped together and treated as one asset if the
assets have the same useful life.

The amendment will not have any material impact on the consolidated financial
statements.

IFRS 5 (amendment) “Non-Current Assets Held for Sale and Discontinued
Operations”

The amendment is part of IASB’s annual improvement project published in April
2009.

The amendment explains that IFRS 5 specifies the disclosure requirements for
non-current assets (or disposal groups) that have been classified as non-current
assets held for sale or discontinued operations. It also explains that the general
requirement in IAS 1 still applies, particularly IAS 1.15 (providing a fair presenta-
tion) and IAS 1.125 (sources of estimation uncertainty).

Biovitrum is applying IFRS 5 as of January 1, 2010. The amendment is not
expected to have any material impact on the consolidated financial statements.

IFRS 2 (amendment), “Group Cash-Settled and Share-Based Payment Transac-
tions”

The amendment incorporates IFRIC 8, “Scope of IFRS 2,” and IFRIC 11, “IFRS 2
Group and Treasury Share Transactions” in the standard. The previous guidance
in IFRIC 11 is also supplemented with information about classification of intra-
group transactions not covered by the interpretation. The amendment is not
expected to have a material impact on Biovitrum’s financial statements.

Consolidated accounts
General

The consolidated accounts include the parent company and the subsidiaries.

Subsidiaries

Subsidiaries are all entities (including special purpose entities) over which Biovit-
rum has the power to govern the financial and operating strategies in a manner
generally accompanying a shareholding of more than one half of the voting
rights. Subsidiaries are included in the consolidated accounts from the date on
which control is transferred to the Group. They are excluded from the consoli-
dated accounts from the date that control ceases.

The acquisition method is used in the preparation of the consolidated accounts.
The cost of an acquisition is measured as the fair value of the assets given, equity
instruments issued and liabilities incurred or assumed on the transfer date, plus
costs directly attributable to the acquisition. Identifiable assets acquired and
liabilities and contingent liabilities assumed in a business combination are
measured at their fair values at the acquisition date, irrespective of the extent of
any minority interest. The excess of the cost of acquisition over the fair value of
the Group's share of the acquired assets, and liabilities and contingent liabilities
is assumed recorded as goodwill. Goodwill is not amortized according to plan
but is instead tested annually for impairment. If the cost of acquisition is less than
the fair value of the assets, and liabilities and contingent liabilities assumed of the
subsidiary acquired, the difference is recognized directly in the income state-
ment.

Intra-group transactions, balances and unrealized gains on transactions between
Group companies are eliminated. Any unrealized losses are considered an impair-
ment indicator of the asset transferred.

The accounting principles of the subsidiaries have been changed where neces-
sary to ensure they are consistent with the principles adopted by the Group.

Notes

Segment reporting

Operating segments are presented from the management’s perspective, which
means presented on the same basis that is used for internal reporting. The basis
for identifying reportable segments is the internal reporting as reported and
followed up by the highest decision-making executive. For Biovitrum, this is the
Group's CEO.

Biovitrum is applying IFRS 8 as of January 1, 2009. Following the introduction of
IFRS 8, the Group has not identified any new operating segments compared to
those in the past. In connection with the acquisition of products from Amgen in
December 2008, Biovitrum has sales in a number of geographical areas and from
2009, Biovitrum therefore reports revenues by geographical area. See Note 7.

Foreign currency translation
Functional and reporting currency

Items included in the financial reports for each of the Group's entities are
measured using the currency of the primary economic environment in which the
entity operates (the functional currency). The consolidated accounts are
presented in Swedish kronor (SEK), which is the Parent Company’s functional and
reporting currency.

Transactions and balances

Foreign currency transactions are translated into the functional currency using
the exchange rates that apply on the dates of the transactions. Exchange rate
differences resulting from the settlement of such transactions and from the trans-
lation at year-end exchange rates of monetary assets and liabilities denominated
in foreign currencies are recognized in the income statement.

Translation of foreign subsidiaries

The assets and liabilities of foreign subsidiaries are established in the respective
functional currency, determined by the primary economic environment in which
the company operates. For Biovitrum'’s foreign subsidiaries, all assets, provisions
and other liabilities are translated at the exchange rate on the balance sheet date
into the Group's reporting currency (SEK) and exchange rate differences arising
from this are reported within other comprehensive income in the statement of
comprehensive income. All items in the income statement are translated using
the average exchange rate for the year.

Goodwill and fair value adjustments arising on the acquisition of a foreign entity
are treated as assets and liabilities of the entity and translated at the exchange
rate on the balance sheet date.
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Revenues
Operating revenues

Contract manufacturing revenues (ReFacto®) are reported when the goods have
been delivered to the customer, i.e. when the responsibility for the risk associ-
ated with the goods has been transferred to the customer.

Revenue from the sale of pharmaceuticals is reported when the goods have been
delivered from the company’s consignment inventory to the end customer.

Revenue from service assignments is recognized when the economic outcome of
the completed assignment can be reliably calculated and the economic benefits
accrue to the Group.

The Group's revenues include revenue from licensing agreements, such as outli-
censing revenue, milestone payments and royalties from third parties within the
course of normal operations. According to the milestone method, successive
milestones are considered as separate from initial licensing fees. The initial
licensing fees are allocated over the duration of the licensing agreement since a
separate earning period is not considered to have been completed when the fees
are received. Subsequent milestone payments on the other hand are considered
to belong to a separate completed part of the agreement. This portion of the
revenue is recognized as soon as it is received, i.e. when the terms of the agree-
ment have been met.

When the Group has undertaken to carry out research and development assign-
ments and receives payment for services provided by the Group, this is recog-
nized as deferred income and is recognized as and when work is carried out.
Revenue from research collaboration is recognized in the period in which it is
carried out. Milestone payments are recognized when they fall due for payment
according to the agreement.

Other operating revenues

Other operating revenues are revenues from activities outside the normal opera-
tions. The item includes rental income and exchange rate gains on operating
receivables and liabilities.

Government grants

Government grants are recognized when the company fulfills the requirements
associated with the grant and when it can be established with certainty that the
subsidy will be received. Grants received are recognized in the balance sheet as
prepaid income and taken up as income in the period they are earned. Govern-
ment grants are reported in the income statement as a reduction of the corre-
sponding expense. Biovitrum receives government grants mainly in the form of
research grants from the EU. A minor part of Biovitrum’s projects are financed
through government grants.

Classification etc.

Within the Biovitrum Group, assets and liabilities are classified as either current
or as long-term receivables and liabilities. Long-term receivables and liabilities
consist essentially of the amounts for which payments are due more than one year
from the balance sheet date. Current receivables and liabilities fall due within one
year of the balance sheet date.

Intangible fixed assets
Goodwill

Goodwill consists of the amount by which the cost of acquisition exceeds the fair
value of the Group's share in the acquired subsidiary/associated company's net
identifiable assets at the date of acquisition. Goodwill on acquisition of a subsid-
iary is included in intangible assets. In connection with the acquisition of associ-
ated companies, goodwill is included in the value of the holding in the associated
company. Goodwill is tested annually for impairment and carried at cost less
accumulated impairment write-downs. Gains and losses on the disposal of an
entity include the carrying amount of goodwill relating to the entity sold. If the
net fair value of the acquired operation’s identifiable assets, liabilities and contin-
gent liabilities exceeds the acquisition cost, the surplus (negative goodwill) is
immediately reported in the income statement.

Licenses and patents

Licenses and patents are reported at cost. Licenses and patents have a finite
useful life and are carried at cost less accumulated amortization. Amortization is
calculated using the straight-line method to allocate the cost of licenses and
patents over their estimated useful lives.

Research and development costs

Expenditure for a development project is recognized as an intangible asset if the
company can prove that it is technically possible to complete and profitably
commercialize the results and only if the expenditure for the project can be
measured in a reliable way. Amortization is calculated using the straight-line
method to allocate the cost of development projects over their estimated useful
lives, and is implemented once the development project starts to generate reve-
nues. Other development expenditure is recognized as incurred. Biovitrum’s
research involves the discovery stage of research and all research expenditure is
subsequently expensed.

Acquired R&D

Expenditures for acquired research and development projects are recognized as
intangible assets. When an acquired research project begins to generate
revenue, amortization begins and continues over the project’s estimated useful
life. Research and development projects are tested at least a once a year for
impairment.

Software and IT projects in progress

Acquired software licenses are capitalized on the basis of the costs incurred when
the software in question is acquired and put into operation. These costs are
amortized over the estimated useful life of the software.

Costs associated with developing or maintaining software are recognized as an
expense as incurred. Costs directly associated with identifiable software prod-
ucts developed specially for Biovitrum, which are controlled by the Group and are
likely to generate economic benefits exceeding costs beyond one year, are
recognized as intangible fixed assets. Direct costs include the software develop-
ment employee costs and a reasonable portion of relevant overhead.

Notes

Expenditure to enhance the performance of software or extend its useful life
(development costs) beyond the original plan is capitalized and added to the
initial cost of the software.

Amortization according to plan for computer programs that have been recog-
nized as fixed assets is done using the straight-line method over the program’s
useful life up to a maximum of three years.

Tangible fixed assets

Tangible fixed assets are recognized as assets in the balance sheet if it is likely
that future economic benefits will accrue to the company and the cost of the asset
at acquisition can be calculated in a reliable way.

All tangible assets are stated at cost less depreciation. Cost includes expenditure
that can be directly attributed to the acquisition of the asset. Additional expen-
diture increases the carrying amount of the asset or is reported as a separate
asset, depending on which is appropriate, only when it is probable that future
economic benefits associated with the asset will accrue to the Group and the
initial cost of the asset can be measured in a reliable way. All other forms of repair
and maintenance are reported as expenses in the income statement in the period
in which they are incurred.

Depreciation of tangible fixed assets

Depreciation according to plan of tangible fixed assets is based on the asset’s
useful life. Depreciation is calculated on a straight-line basis over the asset'’s esti-
mated useful life. The following depreciation plan applies:

Machinery and technical equipment

Laboratory equipment and other investments 3-7 years
Other major investments 10 years
Equipment, tools, fixtures and fittings

Computers 3 years
Servers and other major computer hardware items 3-5years
Furniture, fixtures and fittings 5-10 years

The residual value and useful life of the assets are assessed at each closing day
and adjusted as needed.

An asset’s carrying amount is written down to its recoverable amount if the
asset's carrying amount exceeds the estimated recoverable amount.

Gains or losses from the sale or disposal of tangible fixed assets are determined
by comparing the difference between the sale price and the carrying amount less
direct selling expenses. The profit/loss item is reported as other operating reve-
nues and other operating expenses respectively.
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Leased assets

Leases are classified in the consolidated accounts either as finance or operating
leases. Leased fixed assets where Biovitrum is responsible for the same risks and
benefits as in the case of direct ownership are classified as finance leases. Accord-
ingly, the asset is reported as a fixed asset in the balance sheet. Corresponding
commitments of future lease charges are reported as current or long-term liabili-
ties. The leased assets are depreciated according to plan, while lease payments
are reported as interest and repayment of debt. Leased assets where the lessor
essentially retains ownership of the assets are classified as operating leases and
lease charges are expensed on a straight-line basis over the term of the lease.

Write-downs of non-financial assets

Assets with an indeterminable useful life and intangible assets not yet take into
operation, are not depreciated but are instead tested annually for impairment.
Assets that are written down are assessed to determine if the value has decreased
where events or changes in circumstances indicate that the carrying amount may
not be recoverable. The write-down is the difference between the carrying
amount and the recoverable amount where the recoverable amount is defined as
the greater of the asset’s net realizable value and its value in use. When testing
for impairment, assets are grouped at the lowest levels at which there are sepa-
rate identifiable cash flows (cash-generating units). Since Biovitrum has made the
assessment that the Group's operations comprise a business segment, the Group
as a whole is considered to be the smallest cash-generating unit. A write-down is
reversed if there has been a change in the conditions that were the basis for
determining the recoverable amount. Reversal amounts do not exceed the carry-
ing amount that would have been recognized, less depreciation, if no write down
had been performed. Impairment losses on goodwill are not reversed. Impair-
ment testing of goodwill and capitalized research and development projects are
described in Note 21.

According to IAS 36, an asset is impaired if its carrying amount exceeds its recov-
erable amount, where the recoverable amount is defined as the higher of the
asset’s net realizable value and its value in use. When calculating value in use, the
future cash flow that the asset is expected to generate is deducted using an inter-
est rate that corresponds to Biovitrum’s weighted cost of capital.

Financial assets

The Group classifies its financial instruments in the following categories: loan
receivables and accounts receivable, financial assets measured at fair value
through profit or loss, held-to-maturity investments and available-for-sale finan-
cial assets. Classification depends on the purpose for which the instrument was
acquired. Management determines how the instruments will be classified in
connection with initial recognition and reviews this decision on each reporting
occasion. At present, Biovitrum has financial assets measured at fair value
through profit or loss and accounts receivable.

Loans and accounts receivable

Loans and receivables are non-derivative financial assets with fixed or determin-
able payments that are not quoted in an active market. They are included in
current assets, except for maturities greater than twelve months after the balance
sheet date which are classified as fixed assets. The Group's loans and accounts
receivable are classified as accounts and other receivables as well as cash and
cash equivalents in the balance sheet.

Bank balances, loan receivables and accounts receivable are measured at cost.

Financial assets measured at fair value through profit or loss

Financial assets measured at fair value through profit or loss are financial assets
held for trading. A financial asset is classified in this category if acquired princi-
pally for the purpose of selling in the short term. Assets in this category are clas-
sified as current assets.

Available for sale financial assets

Available-for-sale financial assets are non-derivatives that have been identified as
available for sale or not classified in any of the other categories. They are included
in the fixed assets unless management intends to dispose of the investment
within twelve months of the balance sheet date.

Purchases and sales of financial assets are recognized on the trading date, i.e. the
date on which the Group commits to purchase or sell the asset. Financial instru-
ments are initially recognized at fair value plus transaction costs for all financial
assets not carried at fair value through profit or loss. Financial assets carried at
fair value through profit or loss is initially recognized at fair value and transaction
costs are expensed in the income statement.

Financial assets reported in the balance sheet include, on the assets side, cash
and cash equivalents and accounts receivable. Liabilities and shareholders’
equity include accounts payable, issued debt and equity instruments and
borrowing. Currency derivatives are stated either as assets or liabilities, depend-
ing on the fluctuation in exchange rates. Currency derivatives are mainly formed
through forward contracts in USD.

A financial asset or liability is entered in the balance sheet when the company
becomes party to the instrument’s contractual terms and conditions. Accounts
receivable are entered in the balance sheet when the invoice is dispatched.
Liabilities are entered when a contractual obligation exists for the counterparty
to pay, even if the invoice has not yet been received. Accounts payable are
entered when the invoice is received.

A financial asset is derecognized from the balance sheet when the rights under
the agreement have been exercised, have expired or the company has lost
control over them. The same applies for parts of a financial asset. A financial
liability is derecognized from the balance sheet when the contractual obligations
have been fulfilled or otherwise expired. The same applies for parts of a financial
liability.

Gains or losses arising from changes in the fair value of the financial assets
measured at fair value through profit or loss are presented in the income state-
ment in the period in which they arise within other losses/gains net or current
investments under financial income.

The fair value of listed securities is based on current quoted market prices. The
Group has a number of short-term investments with a term of more than three
months. If a market for a financial instrument is not active, the Group establishes
the fair value applying measurement techniques such as using information about
recent arm’s length transactions, reference to the fair value of another instrument
that is essentially the same, company acquisition agreements and discounted
cash flow analysis and option pricing models. The same principle applies for
unlisted securities. Also, market information is used to the greatest extent possi-
ble. Company-specific information is used to the least extent possible. The
Group has investments in unlisted securities.

Notes

On each reporting occasion, the company evaluates whether there is objective
proof of impairment of a financial asset. A gain or loss on a financial asset or liabil-
ity measured at fair value through profit or loss is recognized in the income state-
ment. A gain or loss on a financial asset in the category of available-for-sale finan-
cial assets is reported directly in equity, under changes in shareholders’ equity.

Derivative instruments

Derivative instruments consist of currency forward contracts that are used to
hedge the risk of exchange rate fluctuation. All derivatives are assigned a market
value and the market values are reported in the balance sheet. The accounting
method for the profit or loss which occurs in connection with a revaluation
depends on if the derivative is identified as a hedge instrument and if so, on the
character of the hedged item.

Biovitrum's transaction exposure in foreign currencies arises due to the compa-
ny’s exports and imports of goods paid for in foreign currencies. Currency expo-
sure relating to forecast future flows is hedged as necessary primarily through
currency forward contracts. The forward contracts are recognized in the balance
sheet at fair value. Changes in value are reported directly in the income state-
ment. The hedged flows may be both contracted and forecast transactions.

Borrowing

Borrowing transactions are initially reported at fair value, net after transaction
costs. Borrowing is thereafter reported at amortized costs and any difference
between the received amount and repaid amount is reported in the income state-
ment distributed over the loan period, applying the effective rate method.

Borrowing is classified as short-term liabilities, unless the Group has an uncondi-
tional right to defer the liability no less than 12 months after balance day.

Inventories

Inventories are valued at the lower of cost and net realizable value. Cost is calcu-
lated using the first in, first out principle (FIFO). The net realizable value is the
expected sales price in continuing operations less selling expenses. Obsoles-
cence risk and established obsolescence have been taken into account.

Accounts receivable

Accounts receivable are measured at amortized cost and reported at the amounts
that are expected to be received after deductions for possible doubtful receiv-
ables after individual assessment. The terms for accounts receivable are short
and their value is therefore initially recognized at nominal amounts without
discounts. Write-downs of accounts receivable are reported as operating
expenses.

Cash and cash equivalents

The parent company’s and the Group's cash and cash equivalents include the
balances on the Group’s common accounts and other bank accounts, as well as
investments with a term of less than three months from the date of acquisition.
This means that the Group’s cash and cash equivalents are only exposed to
minimal risk of value fluctuations.
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Shareholders’ equity

Ordinary shares are classified as equity. Transaction costs directly attributable to
the issue of new shares or options are reported in equity, net after tax, as a
deduction from the proceeds. When a Group company purchases shares in the
parent company (treasury share buy-back), the purchase price paid including any
costs directly related to the transaction (net after tax) reduces the profit carried
forward until the shares are withdrawn or sold. If these shares are subsequently
sold, the payment received (net after any direct transaction costs and tax effects)
are reported in the profit carried forward.

Provisions

Provisions are recognized in the balance sheet when Biovitrum has a legal or
constructive obligation as a result of an event that has occurred and where it is
probable that an outflow of resources will be required to fulfill the obligation. It
must also be possible to make a reliable estimate of the amount. Provisions are
recognized in the amount corresponding to the best estimate of the payment
required to fulfill the obligation. If the outflow of resources is expected to take
place at a point far in the future, the expected future cash flow is discounted and
the provision is recognized at its present value. Provisions are recognized in the
balance sheet under other current and long-term liabilities.

Liabilities
Financial liabilities are measured at fair value less any transaction costs. After the
date of acquisition, loans are measured at amortized cost using the effective

interest method. Long-term liabilities have an anticipated life of more than one
year while current liabilities mature within one year.

Accounts payable

Accounts payable are classified as other financial liabilities. Accounts payable are
expected to be short-term. They are valued at fair value without discounting.

Taxes

Taxes recognized in the income statement consist of current tax and deferred tax.
Current tax is tax to be paid or received in the current year. Deferred tax is calcu-
lated according to the balance sheet method based on temporary differences
between the carrying amount and the tax base of assets and liabilities, applying
the tax rates and tax rules that have been set or announced as of the balance
sheet date. The amounts are calculated based the tax rates and tax rules that
have been established or essentially established as of the balance sheet date.

Temporary differences arise when the carrying amount of holdings in subsidiaries
differs from the acquisition cost. Temporary differences are not taken into
account in the case of goodwill on consolidation, nor in differences attributable
to participations in subsidiaries that are not expected to be taxed in the foresee-
able future. In the consolidated accounts, however, untaxed reserves are divided
between deferred tax liabilities and equity. Deferred tax liabilities are recognized
for all taxable differences relating to holdings in subsidiaries, except where the
parent company can control the date of the reversal of the temporary differences
and it is not likely that such a reversal will take place in the foreseeable future.
Deferred tax assets relating to deductible temporary differences and loss carry-
forwards are reported to the extent it is likely that they will be able to be utilized.
The value of deferred tax assets is reduced when it is no longer considered likely
that they can be utilized.

Employee benefits

Biovitrum offers pension plans to all of its employees and uses both defined
contribution and defined benefit plans. The CEO and senior executives are
mainly covered by defined contribution plans. For other employees, both defined
contribution and defined benefit plans are used.

Pension costs relating to defined contribution plans are charged to earnings as
and when the employees perform their duties. Pension commitments are calcu-
lated without discounting, as payments for all such plans fall due within a twelve
month period.

In the case of defined contribution plans, the company pays fixed contributions
to a separate legal entity and there is no obligation to make addition contribu-
tions. The Group's earnings are charged with the costs as and when the benefits
are earned.

In the case of defined benefit plans, the amount of the pension is determined as
a portion of the pensionable final salary, taking into account the number of years
of service and average salary at the time of retirement. The Group bears the risk
and is responsible for ensuring that the established benefits are paid out.

Biovitrum primarily has defined benefit pension commitments and these commit-
ments are insured through Skandia, Alecta and two pension funds. Pension
commitments in Alecta are accounted for as defined benefit pension commit-
ments.

The netamount of the estimated present value of the commitments and fair value
of the plan assets is reported in the balance sheet as either a provision or a long-
term financial receivable. In cases where it is not possible to fully utilize a surplus
in a plan, only the portion of the surplus that can be recovered by the company
through reduced future charges or repayments is reported.

Regarding defined benefit plans, pension costs and pension commitments are
calculated according to the Projected Unit Credit Method. This method allocates
costs for pensions as and when employees perform services for the company that
increase the employees’ right to receive future remuneration. This calculation is
performed annually by independent actuaries. The company’s commitments
have been valued at the present value of expected future payments by applying
a discount rate equivalent to the interest on first-class corporate bonds or
government bonds with a duration equivalent to the commitments in question.
The most important actuarial assumptions are described in Note 33.

Notes

Actuarial gains and losses may arise in connection with the determination of the
present value of the commitments and the fair value of the plan asset. Such gains
or losses arise either because the actual outcome differs from the previous
assumption, or the assumptions have changed. The portion of the accumulated
actuarial gains and losses at the end of the previous year that exceeds 10 percent
of the greater of the present value of the commitments or the fair value of the plan
assets is recognized in the income statement over the employees’ average
remaining period of service.

Interest expenses, less the anticipated yield on plan assets, are classified as finan-
cial expenses. Other expense items in the pension costs are charged to operat-
ing profit.

The accounting principle for defined benefit pension plans described above
applies only to the consolidated accounts.

Commitments for retirement pensions and family pensions for white-collar
employees in Sweden are insured through Alecta. According to statement UFR 3
issued by Swedish Financial Reporting Board, these are defined benefit plans
covering multiple employers. For the financial years 2005 — 2009, the company
did not have access to the information necessary to be able to report this plan as
a defined benefit plan. The ITP pension plan insured through Alecta is therefore
reported as a defined contribution plan.

A special payroll tax is calculated primarily on the premiums paid to Alecta,
Collectum and Skandia. The special payroll tax is not calculated on non-deduct-
ible pension expenses and is expensed over the course of the year.

The anticipated outcome of variable salary for the Group is reconciled on a
regular basis throughout the year and the reserves are adjusted on a monthly
basis. At the end of each reporting period, an assessment is made of the
outcome.

In order to attract and keep competent employees, Biovitrum has established
long-term incentive programs. The value of the options is calculated at the time
of allocation. The company reports a payroll cost and social security expenses for
the services performed by the employees. The costs are distributed on a straight-
line basis over the term of the options. A more detailed description of the
program can be found in Note 14, Employees, personnel costs and remuneration
to the Board.

Remuneration in connection with terminated employment

A provision is reported in connection with termination only if the company is
demonstrably obliged to terminate a position before the normal period of service
has ended or when remuneration is offered in order to encourage voluntary resig-
nation, e.g. retirement packages. In cases where the company terminates
employment, a detailed plan is drawn up that, as a minimum, contains informa-
tion on the workplace, positions and approximate number of individuals involved,
as well as the remuneration due to each employee category or position and the
schedule for the plan’s implementation.

Contingent liabilities

Contingent liabilities are reported when there is a possible commitment arising
from events that have occurred and whose existence is based on the occurrence
of one or more uncertain future events, or where there is a commitment which is
not reported as a liability or a provision due to the fact that it is unlikely that an
outflow of resources will be required.
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Parent company’s accounting principles

The annual report for Biovitrum AB (publ), the parent company, has been
prepared according to the Swedish Annual Accounts Act, the Swedish Financial
Reporting Board’s recommendation RFR 2.2 Accounting for Legal Entities and
statements from the Financial Reporting Board. The parent company applies the
same accounting principles as the Group with the following exceptions:

Employee benefits/defined benefit plans

When calculating defined benefit pension plans, the parent company complies
with the Swedish law safeguarding pensions and the Swedish Financial Supervi-
sory Authority’s instructions, as compliance with these is a prerequisite for exer-
cising the right to tax deductions. The parent company also complies with FAR's
recommendation redR4. The most important differences in comparison with the
provisions in IAS 19 are the way in which the discount rate is established, that the
defined benefit commitment is calculated according to the current salary level
without assumptions on future salary increases, and that actuarial gains and
losses are reported in the income statement as they arise.

Leased assets

All of the parent company’s leases are reported according to the rule for operat-
ing leases.

Taxes

Forlegal entities, untaxed reserves including deferred tax liabilities are reported.

Basis for preparation of the parent company’s and the consoli-
dated financial statements

The parent company'’s functional currency is the Swedish krona (SEK) which is also
the reporting currency for the parent company and the Group. The financial
statements are consequently presented in SEK.

All amounts are reported in thousands of SEK unless otherwise indicated. Assets
and liabilities are stated at historical cost, except certain financial assets and
liabilities which are stated at fair value.

In order to prepare the financial reports in accordance with generally accepted
accounting principles, the Board of Directors and management make estimations
and assumptions that affect the company’s results and financial position as well
as other information submitted. These estimations and assumptions are based on
historical experience and are regularly reviewed.

Assessments made by management in conjunction with the implementation of
IFRS that have a significant influence on the financial reports and estimations
made have not involved any significant adjustments in the financial reports of the
subsequent year. The accounting principles stated above are used consistently in
the preparation of the financial reports that are published and are based on IFRS/
IAS.

The stated amounts and figures in parenthesis are comparative figures from
2008.

Note 3 Financial risk management

Risk and risk management

Through its operations, the Group is exposed to various kinds of financial risks.
The operations are affected by several factors that may impact the company’s
results and financial position. Biovitrum’s strategy includes continuously identify-
ing and managing risk to the greatest extent possible. The risks can be divided
into operational risks and financial risks. Below is a description of the financial risk
factors that are deemed the most significant for Biovitrum’s development and
how the company manages them to minimize the level of risk. Operational risk is
also described in a separate section in the Director’s Report.

Financial risks and policies

Financial risk relates to fluctuations in the company’s profits and cash flow as a
result of changes in exchange rates, interest rates and credit exposure. Biovitrum
has a comprehensive finance policy that establishes the division of responsibility
regarding financial issues between the Board of Directors, the CEO, the CFO, the
central finance department and other Group companies. The Board has
appointed an Audit Committee to supervise the structure and content of the
finance policy and, if necessary, suggest changes to the Board. The finance policy
emphasizes a low level of risk. The aim is to minimize the Group's cost of capital
by effectively managing and controlling the Group's financial risks.

Market risk
Currency risk

Transaction exposure

In its operations, the company is also exposed to currency risk. Most of the costs
are in Swedish kronor, while a significant portion of the revenues are in other
currencies. Due to the international expansion resulting from the sales of Kepiv-
ance® and Kineret®, the company’s revenues will be generated in additional
currencies, while the royalty agreement regarding Pfizer's global sales of
ReFacto® and ReFacto AF® /Xyntha® is based on sales primarily in US dollars and
euro. Consequently, a drop in the US dollar and euro or other foreign currencies
in which revenues are generated in relation to the Swedish krona will have a nega-
tive impact on Biovitrum’s earnings and financial position.

To hedge future foreign currency flows, the company has adopted the following
finance policy with respect to currency hedging:

* Based on forecasts, natural hedging (offsetting/netting of incoming and out-
going currency flows) will be applied as far as possible.

* Biovitrum will hedge the net exposure of foreign currency as follows:

Currency flow ey Hoate e
Known/Secure < 1year 80-100 % SEK 1 million
Known/Secure 1-2 year 25-75 % SEK 1 million
Known/Secure 2-3 year 0-50 % SEK 1 million

Notes

Translation exposure

The Group's results are affected by exchange rate fluctuation when the foreign
subsidiaries’ results are translated into SEK. Since in 2009 the foreign subsidiaries
only made up a minor portion of the Group's operations, this risk was not hedged.

The Group's shareholders’ equity is affected by exchange rate fluctuation when
the foreign subsidiaries’ assets and liabilities are translated to SEK. Hedging of
this exposure is assessed from case to case and there are currently no hedges in
place.

Interest risk

Biovitrum'’s financial management policy is to limit the short-term effects on the
Group's results and cash flow due to changes and movement on the financial
markets. Interest risk consists partly of changes in fair value (price risk) and partly
of changes in cash flow (cash-flow risk). Fixing interest rates mainly affects cash
flow risk. The duration of fixed interest rates for the Group's assets and liabilities
is usually short. The Board may decide to extend the duration of fixed interest
rates in order to limit the impact of increased interest rates.

Credit risk

Biovitrum's financial transactions give rise to credit risk relating to financial coun-
terparties. The risk of a counterparty not fulfilling its obligations is limited partly
by the Group choosing counterparties with a good credit rating and partly by
limiting the size of the counterparty’s obligations.

Liquidity risk

Liquidity risk relates to the risk that the Group will not secure sufficient financing
or that the cost of financing will increase significantly. Biovitrum’s finance policy
aims to, as far as possible, reduce the Group’s external borrowing by coordinat-
ing the management of surplus liquidity within the Group. Investments should
only be made in instruments with low credit risk and a high level of liquidity.
Investments should only be made in the Swedish Government and in banks,
financial institutes and enterprises assigned a credit rating of at least A- by inde-
pendent evaluators. A high level of liquidity means that the investments can be
converted into liquid funds at any given time. Investments are divided between
one short-term and one medium to long-term portfolio with a maximum average
duration of 2 and 5 years respectively.

The table below shows the Group's financial derivative instruments which will be
settled gross, divided according to time which remains between the balance date
and due date. The amounts specified in the table are the agreed undiscounted
cash flows.

Continues »
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Currency forward contracts

As per Within Between Between Between
December 31, 2009 3 months 4 to 6 months 7 to 9 months 10 to 12 months
- outflow - - - -
- inflow - - - -
As per Within Between Between Between
December 31, 2008 3 months 4 to 6 months 7 to 9 months 10 to 12 months
- outflow 7,753 7,753 - -
- inflow 6,092 6,173 - -

The table below shows when the loans mature:

Loan maturity

As per Less than More than
December 31, 2009 1 year 1-2 year 2-5 year 5 year
Other liabilities —

long term 56,058 55,168 163,725 91,956
Accounts payable 243,899 - - -
Other liabilities 454,643 - - -
As per Less than More than
December 31, 2008 1 year 1-2 year 2-5 year 5 year
Other liabilities —

long term 66,465 64,315 172,915 152,828
Derivatives 3,260 - - -
Accounts payable 143,918 - - -
Other liabilities 12,520 - - -

Capital risk

The Group's goal regarding capital structure is to secure the Group's ability to
continue its business, so that it can continue to generate earnings to its share-
holders and benefits to other stakeholders, and retain an optimal capital struc-
ture in order to keep costs of capital down.

The Group's capital is based on the Group's equity ratio. It is the Group's goal to
have an equity ratio of at least 40 percent, which also has the support of the main
creditors. The equity ratio has decreased compared to previous years. The
decrease is mainly attributed to acquisition of products and restructuring
expenses during 2008.

Equity ratio as of December 31, 2009 was as follows:

2009 2008
Shareholders equity 1,352,795 1,284,984
Total assets 2,805,530 2,578,815
Equity ratio 48.2% 49.8%

Note 4 Important estimations and assumptions
for accounting purposes

The Group makes estimations and assumptions about the future. The resulting
estimations for accounting purposes, by definition, seldom correspond fully to
actual results. The estimations and assumptions that involve a high risk of signifi-
cant adjustments in the reported amounts of assets and liabilities for the coming
financial year are discussed below.

Impairment testing of acquired R&D and other intangible assets

When calculating future cash flows for acquired projects for the company’s
testing of impairment of acquired R&D, assumptions have been made regarding
circumstances in the future and key figures have been estimated.

The key parameters for impairment testing include future cash flow, the probabil-
ity of realizing a positive outcome in clinical studies and the assumption of best
commercial outcome. Future cash flow is estimated in terms of the project’s prog-
ress in the short and long term and adjusted for the probability that the combined
costs and earnings are realized. The earlier the phase of development of a
project, the higher the risk. The possibility of reaching the market improves at the
rate the project completes the pre-defined phases of development. An assess-
ment of the probability that a project will successfully complete a certain phase
of development is made based on the scientific potential that the project can
reach a positive outcome in the individual phase of the development process. A
best case assumption is made using parameters that affect the project’s develop-
ment into a pharmaceutical with the highest possible commercial potential based
on what is reasonable to assume of the project’s scientific profile given the infor-
mation available today. The forecast period is based on the product’s estimated
useful life on the market.

Acquired R&D and other intangible assets

The milestones to Amgen shown in the table below with respect to the accumu-
lated sales that Kineret® and Kepivance® are expected to be reached, and have
therefore been included in the purchase price. The actual outcome is based on
future sales forecasts.

Milestone payments

Book value
SE

Amount USD Estimated to

Product thousands thousands be paid

Kineret® 10,000 66,684 2011

Kineret® 20,000 123,305 2013

Kepivance® 10,000 61,653 2013

Kepivance® 20,000 114,003 2015
60,000 365,645

At present value calculation, the estimated percentage rate is 4 percent. Interest
is based on a 5-year risk-free interest with a risk premium added. See note 39
“Significant events after the balance sheet date” regarding advance buy-out of
previously agreed future sales milestones.

Notes

Assumptions for the calculation of pension benefits

The actuarial calculations of pension commitments and pension costs are based
on actuarial assumptions as specified in Note 2 and Note 33.

Inventory
Indirect production costs

Costs for production consist of direct production costs such as raw materials,
consumables, media and manpower, as well as indirect costs such as personnel
costs, depreciation, maintenance, etc.

Indirect cost calculations are based on a method for calculating standard costs.
This method is revised on a regular basis to ensure a reasonable calculation of the
degree of usage, lead times and other relevant factors. Changes in the method of
calculating the indirect production costs, including the degree of usage, lead
times, etc. may have an impact on gross margins and the overall valuation of
inventories.

Obsolescence

Inventory consists of drug substance and drug product for Kepivance®, Stemgen®
och Kineret®. For this inventory no provision for obsolescence is made. Vials not
approved will be directly expensed.

Other stock mainly consists of ReFacto®, and consists of biological cultures with
a risk of defective components. The production of ReFacto® takes place in two
stages: cultivation and purification. If a certain portion of the stock is not
approved by the quality department of Biovitrum and/or Pfizer, Biovitrum will do
an obsolescence assessment of the batch that was not approved, based on
historical obsolescence. Biovitrum is part of the pharmacological industry, which
is regulated and controlled by several authorities in and outside Sweden. Also,
the company collaborates with external partners, both Swedish and foreign, who
controls and evaluates the business.

Revenues

The Group assesses the likelihood of future economic benefits accruing to the
Group on the basis of a number of factors, including a customer’s payment
history and credit rating. On certain occasions, the Group requests payment in
advance in the form of a signing fee from customers. If a receivable is deemed
doubtful by the Group, a provision is made for the receivable until it is possible to
determine whether the Group will receive payment or not. According to the
Group's routine for advances, advanced payments are recognized as other
current liabilities until they are earned. The Group also recognizes deferred
revenue from licensing agreements. According to the milestone method, succes-
sive milestones are considered as separate from the initial licensing fee. The
initial licensing fee is distributed over the expected life of the contract because,
when it is received, no separate earning period is deemed to have been
completed. Subsequent milestones, however, are considered to belong to a
particular completed portion of the contract. This portion should therefore be
able to be recognized as revenue as soon as it is received, i.e. when the terms of
the underlying agreement have been met.

Continues »
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In September 2003, Biovitrum entered into a Development and Marketing
Collaboration Agreement with Amgen. This agreement is very complex and
contains a number of components that are delivered at different times. On
signing the agreement, Biovitrum received a large sum in the form of an initial
licensing fee. Biovitrum may also receive a number of milestone payments during
the development period. The company estimates the vesting period to be five
years based on the project and the structure of the agreement. The effect on
earnings during the previous financial year, 2008, and until the end of the third
quarter was SEK 132 M. This means that the entire original payment of SEK 711 M
has been taken up as revenue.

Taxes

The Group's deferred tax receivables have been recognized based on the
assumption that it will be possible to utilize them to reduce future tax payments.
Deferred tax is calculated according to the balance sheet method based on
temporary differences between reported amounts and the written down value of
assets and liabilities. The amounts are calculated using the tax rates that apply or
have been announced as of the balance sheet date. The parent company and one
Swedish subsidiary report tax loss carry-forwards. In accordance with current tax
regulations, these never mature. Deferred tax assets are only reported for these
tax loss carry-forwards when it is deemed probable that the Group will utilize
them against future taxable profits.

Leases/Rent

Biovitrum applies IAS 17 Leases. The lease agreements in the consolidated
accounts are either classified as finance or operating leases. Leased fixed assets
where Biovitrum is responsible for the same risks and benefits as in the case of
direct ownership are classified as finance leases. All other classifications are
considered operating leases.

Biovitrum AB (publ) sold properties through its subsidiaries in 2004 and 2005.
Hornsberg 10 was sold in 2005 to Index Real Estate and Paradiset 12 - 14 was sold
in 2004 to Guldskalen J 301 AB, after which Biovitrum entered into lease agree-
ments for the same properties.

In cases where a property is part of a sale-and-lease-back deal, an assessment is
made of which company carries the most significant risks and benefits related to
the property, and whether the Group continues to have a significant obligation
with respect to the sold property.

Contracts regarding land that is not transferred to the lessee upon expiry of the
lease contract, are regarded as operating leases. In this case, the right of owner-
ship of the land is not transferred to Biovitrum at the end of the lease period and
accordingly, no calculation is made of this portion of the minimum lease charges.

Minimum lease charges are, in this case, the rent established in the lease contract.
Variable fees, possible service fees and taxes are not included. The distribution
of minimum lease charges between land and buildings is to be based on the fair
value of the respective asset, according to IAS 17. The company has used the
property’s taxable value as a basis for distribution in order to divide the minimum
lease charges between buildings and land.

The company has assessed the present value of future minimum lease charges in
relation to the selling price indicated in the property sale agreements of 2004
and 2005. See Note 12.

Research and development costs

The company conducts research and development in internal projects as well as
with external partners. In cases where the company runs projects with an external
partner and both parties share certain costs, an assessment is made of costs in
connection with the start of the project. This cost is then used as a basis for
deductions reconciled with the external partner. The calculation is assessed and
updated regularly.

In certain partnership agreements, the company agrees to pay a milestone
payment. This payment is carried forward as research and development and
amortization only starts when the project has reached the commercialization
phase. Evaluation of the project’s progress and impairment testing are carried
out regularly, at least once a year.

Expenses for internal R&D projects are expensed at the time they occur if they do
not fulfill the requirements of IAS 38 Intangible Assets. Standards and uncertainty
usually mean that the criteria are not fulfilled. In cases where all the criteria are
fulfilled, however, the intangible assets are capitalized and amortized on a
straight-line basis from the time the company can prove that it is technically
possible to fulfill and profitably commercialize the results.

Payments concerning the projects and substances in agreements with third
parties, which are generally defined as prepaid payment and conditional
payments, are capitalized and amortized on a straight-line basis from the time the
product can be commercialized.

Note 5 Acquired operations after
the end of the year

On November 5, 2009 Biovitrum’'s acquisition of Swedish Orphan and the
creation of a new specialist pharmaceutical company aimed at rare diseases was
announced. The transaction is based on commercial benefits and profitable
future growth. The acquisition was concluded on January 14, 2010.

Below is a preliminary acquisition analysis of the acquisition of Swedish Orphan.

Purchase price allocation

Amounts in SEK million

Purchase price

- cash payment 1,923.0
- discounted value est. future additional purchase price 165.0
- direct cost related to the acquisition 33.0
- fair value of shares issued 1,739.0
Total purchase price 3,860.0
Book value acquired net assets -456.0
Total adjustment in purchase price allocation 3,404.0

Notes

Assets and liabilities in acquired operation

Amounts in SEK million Fair value bt;‘\oclf‘\llliarlﬁg
Goodwill - 213.0
Other intangible assets 2,680.0 37.0
Tangible assets 14.0 14.0
Financial fixed assets 3.0 3.0
Deferred income tax recivables - -
Other current assets 449.0 449.0
Total assets in acquired operation 3,146.0 716.0
Long-term borrowings 31.0 31.0
Retirement benefit obligations 3.0 3.0
Deferred income tax liabilities 749.0 44.0
Current liabilities 182.0 182.0
Total liabilities in acquired operation 965.0 260.0
Acquired net assets 2,181.0 456.0
Goodwill 1,679.0 -
Total purchase sum 3,860.0 456.0

Goodwill pertains to the established legal structure and market presence in most
countries and the synergy effects that are expected to arise by coordinating the
operations of Biovitrum and Swedish Orphan.

The estimated value of the capital contributed in kind is equivalent to a subscrip-
tion price of around SEK 29.80 per ordinary share, representing a volume-
weighted average price for the Biovitrum share during the 20 trading days
preceding the announcement of the acquisition on November 5, 2009 adjusted
for dilution of the rights issue that Biovitrum implemented to partially finance the
cash payment for the acquisition.

The fair value of the acquired identifiable intangible assets of SEK 2,680 Million is
a preliminary figure pending the receipt of a final measurement of these assets,
and also the final valuation of the additional purchase price.

Continues »
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Liquid funds

Amounts in SEK million

Liquid funds

- cash payment -1,923.0
Paid acquisition costs -33.0
Liquid funds in acquired operation 122.0
Effect on liquid funds -1,834.0

The acquisition agreement includes e.g. an undertaking by former CEO of
Swedish Orphan, Bo Jesper Hansen, not to compete with Biovitrum or its subsid-
iaries during a period of three years from completion of the transaction. For this
undertaking, Bo Jesper Hansen is, under the relevant three-year period, entitled
to a monthly compensation amounting to approximately DKK 565,000, however
reduced with e.g. any compensation payable to Bo Jesper Hansen during the
same period by Biovitrum or any group company under any employment or
consultancy arrangement.

Note 6 Distribution of revenues

Group 2009 2008
Total revenues by major type of income
Licensing and Milestone Revenues 62,616 132,535
ReFacto® manufacturing revenues 362,459 569,330
Contract Development revenues 14,058 49,631
Co-promotion revenues 127,308 174,660
Royalty revenues 165,650 176,218
Product sales 564,780 38,209
Other 102 -
1,296,973 1,140,583
Parent Company 2009 2008
Total revenues by major type of income
Licensing and Milestone Revenues 62,616 132,535
ReFacto® manufacturing revenues 362,459 569,330
Contract Development revenues 14,058 49,631
Co-promotion revenues 127,308 174,660
Royalty revenues 165,650 176,218
Product sales 564,780 38,209
Other 83 -
1,296,954 1,140,583

Note 7 Segment reporting

On January 1, 2009 the Group implemented IFRS 8 Operating Segments, which
replaces IAS 14, Segment Reporting. The new standard requires segment infor-
mation to be presented from the management’s perspective, which means
presented on the same basis that is used for internal reporting. The basis for iden-
tifying reportable segments is the internal reporting as reported to and followed
up by the highest decision-making executive. For Biovitrum, this is the Group's
CEO. Following the introduction of IFRS 8, the Group has not identified any new
operating segments compared to those in the past. In connection with the acqui-
sition of products from Amgen in December 2008, Biovitrum has sales in a
number of geographical areas. From 2009, Biovitrum is therefore reporting reve-
nues by geographical area.

Group 2009 2008
Europe 982,877 911,985
North America 259,981 156,583
Other 54,115 72,015
Total revenues 1,296,973 1,140,583
Parent Company 2009 2008
Europe 982,858 911,985
North America 259,981 156,583
Other 54,115 72,015
Total revenues 1,296,954 1,140,583
Note 8 Cost of goods and services sold
Group 2009 2008
Cost of goods sold -375,740 -186,123
Cost of contract development services sold - -78,540
-375,740 -264,663
Parent Company 2009 2008
Cost of goods sold -375,740 -186,125
Cost of contract development services sold - -78,540
-375,740 -264,665

Notes

Note 9 Depreciation/amortization and write-down
of intangible and tangible fixed assets

Group 2009 2008

Depreciation according to plan by type of asset

Capitalized software expenses -2,527 -5,369
Patents and licenses -49,297 -631
Plant and machinery -29,339 -38,315
Equipment, tools, fixtures and fittings -28,501 -25,018
-109,664 -69,333
Depreciation according to plan by function
Cost of goods and services sold -30,242 -32,193
Sales and marketing expenses -978 -631
Administration expenses -51,293 -2,197
Research and development expenses -27,151 -34,312
-109,664 -69,333
Write-downs by type of asset
Patents and licenses = -173,293
Plant and machinery - -7,150
Equipment, tools, fixtures and fittings - -17,731
- -198,174
Write-downs by function”
Administration expenses - -53,197
Research and development expenses - -144,977
- -198,174

USEK 198 174 thousands is included in “Restructuring expenses” in income statement
for 2008.

Continues »
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Note 10 Other operating revenues

Parent Company 2009 2008
Depreciation according to plan by type of asset
Capitalized software expenses -2,527 -5,369
Patents and licenses -49,297 -631
Plant and machinery -29,339 -37,855
Equipment, tools, fixtures and fittings -26,411 -22,252
-107,574 -66,107
Depreciation according to plan by function
Cost of goods and services sold -30,242 -32,193
Sales and marketing expenses -978 -631
Administration expenses -51,293 -2,197
Research and development expenses -25,061 -31,086
-107,574 -66,107
Write-downs by type of asset
Sales and marketing expenses - -28,316
Research and development expenses - -7,150
Equipment, tools, fixtures and fittings - -17,731
- -53,197
Write-downs by function”
Administration expenses - -53,197
- -53,197

" SEK 53 197 thousands is included in “Restructuring expenses” in income statement
for 2008.

Group 2009 2008
Rental income 2,445 2,038
Exchange rate gains on operating receivables/
liabilities 38,311 29,165
Result from cash flow hedging 266 2,147
Gain on sale of fixed assets 2,095 50
Contribution received 128 740
Other 17 158
43,262 34,298
Parent Company 2009 2008
Rental income 2,445 2,038
Exchange rate gains on operating receivables/
liabilities 38,259 29,165
Result from cash flow hedging 266 2,147
Gain on sale of fixed assets 2,095 50
Contribution received 128 740
Other 7 636
43,200 34,776
Note 11 Other operating expenses
Group 2009 2008
Exchange rate losses on operating receivables/
liabilities -49199 -10,615
Restructuring costs - -1,201
Capital loss divestment of operation -29,956 -
Reimbursed foreign VAT 822 273
Other -665 -189
75,998 -11,732
Parent Company 2009 2008
Exchange rate losses on operating receivables/
liabilities -49,160 -10,615
Scrapping costs - -1,201
Reimbursed foreign VAT 822 273
-48,338 -11,543

Notes

Note 12 Expenses for operational leasing

Contractual future leasing costs with non-cancellable contracts,
due for payment as follows:

Group Parent Company
2009 2008 2009 2008
Within 1 year 4,710 7,094 4,710 7,094
Between
1 and 5 years 3,713 11,205 3,713 11,205
8,423 18,299 8,423 18,299
Leasing costs
for the year: 6,539 4,735 6534 4,687

Contractual future rental costs for premises with non-cancellable contracts, due
for payment as follows:

Group Parent Company
2009 2008 2009 2008
Within 1 year 85,747 76,599 85,747 72,497
Between
1 and 5 years 320,998 381,019 320,998 377,322
Later than 5 years 899,599 1,031,029 899,599 1,031,029
1,306,344 1,488,647 1,306,344 1,480,848
Leasing costs
for the year: 69,595 104,160 64,176 96,930

In 2009 Biovitrum entered into lease agreements regarding equipment with
Swedbank Finans. The total contract cost for these agreements is SEK 2,123 thou-
sands.

The decisive factor in the classification of leases is to what extent the economic
risks and benefits associated with ownership of the leased object are retained by
the lessor or transferred to the lessee. As regards properties, assessments of the
lease agreement must be made both for the building and the land.

Biovitrum bases its position mainly on the fact that the present value of minimum
lease charges does not constitute a significant portion of the fair value of the
property and that there are otherwise no significant indications that a finance
lease exists.

Biovitrum subleases parts of its premises in Gothenburg. This agreement is
considered an operating lease and rental income is recognized over the term of
the lease.
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Note 13 Result from participation in
Group companies

Parent Company 2009 2008
Result from limited partnership -75 -
Capital gain from divestment of subsidiaries 23,112 -
Write-down of shares in subsidiaries -5,412 -168,461

17,625 -168,461

Note 14 Personnel, personnel costs and
remuneration to Board members and
executive management

Average number of employees

Group and

Parent Company 2009 of which men 2008 of which men
Sweden 403 41% 453 43%
Denmark 1 - 1 -
Finland 2 100% 3 100%
Norway 2 100% 2 100%
United Kingdom 25 57% 26 63%
Total 433 42% 485 45%

Salaries, other remunerations and social security expenses

2009 2009 2008 2008
Group and Salaries and Social Salaries and Social
Parent Company remunerations  security costs remunerations security costs
Parent Company 237,013 135,765 288,265 170,429
of which
(pension cost)” (54,024) (62,030)
Subsidiary 13,325 2,302 20,257 2,349
of which
(pension cost)” (782) (747)
Group total 250,338 138,067 308,522 172,778
of which
(pension cost)” (54,806) (62,777)

U Of the Group's and Parent Company'’s pensions costs, SEK 1,478 thousand (1,453)
pertain to the Board and CEO. The Group's outstanding pension commitments for
the Board and CEO amount to SEK 0 thousand (0).

Salaries and other remuneration distributed by country and
among board members, etc., and other employees

2009 2009 2008 2008
Board Other Board Other
and CEO employees and CEO employees
Parent Company
Sweden 14,059 216,609 14,162 268,916
(of which bonuses,
etc.) (2,382) (14 035) (1,738) (11,422)
Denmark - 1,356 - 976
Finland - 2,652 - 2,241
Norway - 2,337 - 1,970
Parent company
total 14,059 222,954 14,162 274,103
(of which bonuses,
etc.) (2,382) (14,035) (1,738) (11,422)
Subsidiaries
outside Sweden
United Kingdom 1,895 11,429 3,236 17,021
(of which bonuses,
etc.) (&) (70) (943) (886)
Subsidiary total 1,895 11,429 3,236 17,021
Group total 15,954 234,383 17,398 291,124
(of which bonuses,
etc.) (2,382) (14,105) (2,681) (12,308)

Guidelines for remuneration to senior executives

The full guidelines are described in the Directors’ Report.

Remuneration to the CEO

Martin Nicklasson took up the position as Chief Executive Officer on May 14,
2007.

In 2009 Martin Nicklasson received a salary of SEK 4,765 thousands (4,636) in
fixed salary. The CEO's salary is reviewed annually on January 1 by the Board and
the company’s Compensation & Benefits Committee. Besides fixed salary, a vari-
able salary of no more than 50 percent of the fixed annual cash salary (basic
salary) is paid. The variable salary adheres to a system approved by the Board
and is based on comprehensive company objectives. The 2009 variable salary
amounted to SEK 2,382 thousands (1,738).

Biovitrum pays a contribution of 30 percent of pensionable salary for Martin
Nicklasson’s future pension benefits. Pensionable salary in 2009 was SEK 4,765
thousands annually and the retirement age is 65.

Notes

Martin Nicklasson has a notice period of six months if notice is given by Biovitrum
and six months if he resigns. If notice is given by Biovitrum, severance pay equal
to 18 monthly salaries can be paid. However, the severance pay cannot exceed
the current salary for as many months as remain until the normal retirement age.

Martin Nicklasson participates in three of Biovitrum’'s long-term incentive
programs. He holds 300,000 employee options in option program 2007/2012
and is entitled to hold no more than 94,589 shares in Share Program 2008 and
53,239 shares in Share Program 2009. At year-end, Martin Nicklasson held
10,000 Biovitrum shares.

Fixed and variable salaries

The CEQ, executive management, managers, and a number of key employees
receive a variable salary in addition to their fixed salary. The variable portion is in
line with a system approved by the Board and is based on company objectives
and individual goals.

Variable salaries for the CEO and executive management are based 100 percent
on company objectives. The individual levels are maximum between 30 and 50
percent of basic salary.

For other executives and key employees, the variable salary is based 30 percent
on company objectives and 70 percent on individual goals. Variable salary levels
for these individuals are between 5 and 30 percent of fixed pay and this is paid
annually in cash for the previous year. The variable salary is pensionable income
and calculation is based on Alecta’s calculation and on a three-year average.

The expected outcome is reconciled regularly throughout the year and reserves
are adjusted monthly. On each reporting occasion, an assessment is made of the
variable salaries.

Pensions for executive management

Biovitrum’s pension plan for executive management is principally a defined
contribution plan. This means that Biovitrum makes contributions equal to 27
percent of the employee’s pensionable salary into a pension plan set up for the
employee. The employee is covered by the ITP plan and the Manager Plan
constitutes the alternate ITP. The contribution paid to Alecta is included in the
contracted contribution. The pensionable salary is maximized at 50 income base
amounts.

In conjunction with the transition from defined benefit to defined contribution
plans, individual agreements were reached with percentages exceeding 27
percent. This applies to two individuals who have contributions of 30-35 percent,
and in these cases, the contributions paid to Alecta for the ITP plan’s basic bene-
fits were excluded and paid in addition to the agreed contribution level.

One person is still covered by the defined benefit Manager Plan. This plan enti-
tles retirement at age 60 with a benefit level as per the ITP plan as well as 32.5
percent in pension on salary portions between 30 and 50 income base amounts.
The plan also includes a guarantee of 50 percent in pension if the employee
resigns his post after having completed a full period of service by retirement age.

Continues »
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Remuneration and other benefits for the Board, CEO and other senior executives

Basic pay/ Variable Other Financial Other

2009 fees remuneration Pension cost benefits instrument remuneration Total
Chairman of the Board 983 - - - - - 983
Other board members
Mats-Olof Ljungkvist 292 - - - - - 292
Anders Hultin" 92 - - - - - 92
Wenche Rolfsen 275 - - - - - 275
Michael Steinmetz 300 - - - - - 300
Toni Weitzberg" 83 - - - - - 83
Hans Wigzell 275 - - - - - 275
Hans Glemstedt 167 167
Peter Sellei 200 200
Chief Executive Officer Martin Nicklasson 4,765 2,382 1,478 233 2,534 - 11,392
Other senior management? 11,939 4,000 5,977 177 2,928 381 25,402

19,371 6,382 7,455 410 5,462 381 39,461

Basic pay/ Variable Other Financial Other

2008 fees remuneration Pension cost benefits instrument remuneration Total
Chairman of the Board 825 - - - - - 825
Other board members
Mats-Olof Ljungkvist 300 - - - - - 300
Anders Hultin 275 - - - - - 275
Wenche Rolfsen 275 - - - - - 275
Michael Steinmetz 300 - - - - - 300
Toni Weitzberg 250 - - - - - 250
Hans Wigzell 275 - - - - - 275
Chief Executive Officer Martin Nicklasson 4,636 1,738 1,453 221 3,614 - 11,662
Other senior management? 12,237 3,776 7,987 149 41 589 24,779

19,373 5,514 9,440 370 3,655 589 38,941

" Anders Hultin and Toni Weitzberg were members of the board of directors during 2008. The remuneration refers to work carried out during this period.

2 Other senior management refers to Biovitrum'’s management group in which 7 (9) individuals, excluding the Managing director, are included.
During the first 5 months of 2008, the management group consisted of 9+1 employees and, during the remaining part of the year, 6+1 employees.

Notes

Remuneration and other benefits for the Board, CEO and other
senior executives — Parent Company and subsidiaries

2009 2008
Parent Company
Salaries and remunerations 32,006 29,501
(of which bonuses etc) (6,382) (5,514)
Pension cost 7,455 9,440
Number of persons (excl. union representatives) 17 15
Subsidiaries
Salaries and remunerations 1,809 3,146
(of which bonuses etc) - (943)
Pension cost 87 90
Number of persons 1 1
Group
Salaries and remunerations 33,815 32,647
(of which bonuses etc) (6,382) (6,457)
Pension cost 7,542 9,530
Number of persons (excl. union representatives) 18 16

Incentive programs

In order to attract and retain skilled and motivated personnel, Biovitrum has
established long-term incentive programs. Below is a description of the share-
related programs that are currently in existence.

Warrant program 2006/2008 for senior executives

Before the stock exchange listing in 2006, warrants in an earlier warrant program
were repurchased and certain members of Biovitrum's executive management
instead subscribed for warrants in a new program. The purpose of the program is
to maintain an effective incentive plan for Biovitrum’s senior management. The
total number of warrants in this program amounts to 2,326,136 and each warrant
carries the right to purchase one share. In the program, warrants are divided into
four equal tranches with expiry dates of August 31, 2008, November 30, 2008,
February 28, 2009 and May 31, 2009, and with a common exercise price of SEK 59
per share. The warrants have an exercise period starting twelve months before
each expiry date.

In 2009, 581,534 warrants in Warrant Program 2006/2008 were exercised and
581,534 expired.

Continues »
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Warrants 2009 2008
Outstanding January 1 1,163,068 2,326,136
Allocated during the period - -
Exercised during the period -581,534 -281,144
Expired during the period -581,534 -881,924
Outstanding as per December 31 0 1,163,068
Redeemable as per December 31 0 1,163,068

The valuation parameters (adjusted after 2:1 split) at the time of issue
are the following:

e Share price SEK 70,65

* Exercise price SEK 42,21

* Volatility 30 percent.

* No expected dividends.

* Risk free interest rate 2.69 percent for warrants expiring August 31, 2008.

* Risk free interest rate 2.76 percent for warrants expiring November 30, 2008.
* Risk free interest rate 2.84 percent for warrants expiring February 28, 2009.

* Risk free interest rate 2.91 percent for warrants expiring May 31, 2009.

Employee option program 2006/2011

In May 2006, in addition to the program described above, Biovitrum issued
150,000 warrants, each carrying the right to subscribe for two shares, intended
for an employee option program for certain key individuals. After the issue in
2009 each warrant carries the right to subscribe for 3.78 shares. The exercise
price for these warrants is SEK 58.21 per share with an exercise period ending on
May 31, 2011.

The allocation was carried out following a decision by Biovitrum’s Compensation
& Benefits Committee. The options were allocated and give the employees the
right to earn an equal amount of warrants, with allocation of one third of the total
allocated amount per year during the first three years. Employee options and the
subsequent warrants are allocated free of charge (without payment). If employ-
ment is terminated within this three-year period, the employee forfeits his/her
allocated options and the right to the warrants.

In 2009 no new allocations were made within the employee option program
2006/2011.

Warrants 2009 2008
QOutstanding January 1 40,000 60,000
Allocated during the period - -
Exercised during the period - -
Expired during the period -5,000 -20,000
Outstanding as per December 31 35,000 40,000
Redeemable as per December 31 35,000 24,998

The cost of the employee option program 2006/2011 is expected to be earned
on a straight-line basis, which means that the total amount of allocated options
will be expensed at one third per year.

The following valuation parameters were used on the issue date:

Date of issue

Valuation parameters May 2006 September 2006
Share price (SEK) 70.65 83.74
Exercise price (SEK) 58.21 58.21
Volatility (%) 30 30

No expected No expected
Dividend (SEK) dividend dividend
Risk free rate (%) 3.55 3.51
Fair value per warrant (SEK) 29.40 39.70

Employee option program 2007/2012

At the 2007 Annual General Meeting of shareholders a decision was made to
introduce employee option program 2007/2012. Within the framework of this
program, employee options can be issued that carry the right to acquire a
maximum of 567,000 shares in the company. Each employee option can be exer-
cised until April 1, 2012 to acquire 1.89 shares in Biovitrum for the exercise price
of SEK 58.21.

The right to acquire new shares in accordance with the employee options can be
used with an allocation of one third one year after the anniversary date of the allo-
cation and an additional one third on each of the two following anniversaries. This
is contingent upon the holder, on each occasion, still being an employee of the
company and not having been dismissed or given notice from his/her position
within the company.

To guarantee that the company can fulfill its obligation to employee option
holders when they exercise their options, the Annual General Meeting also
decided that 300,000 warrants for the subscription of new shares will be issued
to the wholly-owned subsidiary Biovitrum Treasury AB. The company will use the
warrants to cover its obligations to the employee option holders when exercising
their options.

Warrants 2009 2008
Outstanding January 1 300,000 300,000
Allocated during the period - -
Exercised during the period - -
Expired during the period - -
Outstanding as per December 31 300,000 300,000
Redeemable as per December 31 200,000 100,000

Notes

When expensing the employee option program 2007/2012, 100,000 of the allo-
cated warrants are estimated to have an earning rate of one year, a further
100,000 warrants have an earning rate of two years, and the last 100,000 warrants
have an earning rate of three years. This means that a proportionally larger share
of the costs is reported in the first year of the program.

The following data was used to calculate the cost of the 2007/2012 program at
the time of issue:

® Share price SEK 73,06

* Exercise price SEK 58,21

* Volatility 30 percent.

* No expected dividends.

* Risk free interest rate of 3.95 percent

The fair value per option amounts to SEK 30.97.

Biovitrum has selected the Black & Scholes model for valuation of the warrants.
When selecting a model, the company has taken into account the same consider-
ations as knowledgeable and interested parties independent of each other would
have done.

Important factors in the underlying model are the following:
* exercise price

e the life of the option

e current price of the underlying shares

* the shares’ expected volatility

* expected dividends, and

* the risk-free interest rate during the life of the option

The expected volatility is a measure of the share price fluctuations over a period
of time.

Biovitrum has taken the following into account in estimating the expected

volatility:

* Implicit volatility for other company instruments that are traded and have the
characteristics of warrants.

e Historical volatility of the share price and, since the company was only recently
listed, the historical share price development of similar companies. The histori-
cal period is the same as the warrants’ exercise period.

* The long-term average level of volatility.

Continues »
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Share Program 2008 and 2009

At the 2008 Annual General Meeting a decision was made to introduce a perfor-
mance-based, long-term share program and at the 2009 AGM a decision was
made regarding an additional performance-based, long-term share program.
The terms and the conditions of the two programs are the same. The programs
cover managers and key employees who have the opportunity to be allotted ordi-
nary shares in Biovitrum free of charge. The outcome of Share Program 2008 and
2009 is dependent on the fulfillment of set value creation targets determined by
the Board of Directors and linked to the total shareholder return of the Biovitrum
ordinary share (the share price development adjusted with respect to dividends),
for a three year period from the date of the offer to participate in the program
(the "Performance Period”). These targets are designated Performance Condi-
tion 1 and Performance Condition 2.

Performance Condition 1: For any allotment of ordinary shares to be possible
under Share Program 2008 and Share Program 2009, the total shareholder return
for the Biovitrum ordinary share must amount to at least 15% during the Perfor-
mance Period.

Performance Condition 2: Upon fulfillment of Performance Condition 1, an evalu-
ation is carried out of the total shareholder return for the Biovitrum ordinary share
in relation to a group of comparable companies, as established by the Board of
Directors. As a condition for the allotment of ordinary shares, it has been estab-
lished that a minimum level for the total shareholder return of the Biovitrum ordi-
nary share must correspond to the median performance for the comparable
group. It has been established that full allotment will be carried out if the total
shareholder return for the Biovitrum ordinary share corresponds to the upper
quartile for the comparable group (the maximum level) or exceeds this level. If
the minimum level is reached, an allotment of 35% of the maximum number of
ordinary shares, in accordance with what has been described previously, will be
carried out. If the total shareholder return for the Biovitrum ordinary share
exceeds the minimum level but falls below the maximum level, a pro rata allot-
ment will be carried out. The allotment of ordinary shares requires that the indi-
viduals participating in the program are employed in the Biovitrum Group for the
entire Performance Period and have not, at the time of allotment of the gratuitous
ordinary shares, terminated their employment. If all conditions in the Share
Program 2008 and 2009 are met, allotment of ordinary shares will take place free
of charge after the end of the Performance Period.

Share Program 2008 was implemented at the end of 2008 and the Performance
Period will run from November 26, 2008 until November 25, 2011. The program
may involve a total maximum allotment of 433,952 shares in Biovitrum AB (publ).

When expensing Share Program 2008, the shares are calculated according to
the following parameters:

* Number of shares 433,952

e Vesting period 36 months

e Share price at introduction SEK 22,42

* Expected share price at expiry date SEK 31,00

* Share value (price at expiry — price at introduction) SEK 8,59
* Social security expenses 32.28 percent

* Anticipated turnover of 10% among the relevant employees.

Share Program 2009 was implemented at the end of 2008 and the performance
period will run from June 10, 2009 until June 9, 2012. The program may involve a
total maximum allocation of 380,735 shares in Biovitrum.

When the share program is carried as an expense 2009, the shares are
calculated according to the following parameters.

* Number of shares 380,735

* Vesting period 36 months

* Share price at introduction SEK 30,44

* Expected share price at expiry date SEK 44,32

* Share value (price at expiry — price at introduction) SEK 13,88
* Social security expenses 32.28 percent

* Anticipated turnover of 10% among the relevant employees

Financial instruments pertaining to employees

2009 2008
Alloted 1,503,068 2,686,136
Sold -586,534 -
Repurchased - -901,924
Used -581,534 -281,144
335,000 1,503,068
Specification of men and women in the Board
and executive management
2009 2008
Board
Men 8 6
Women 1 1
9 7
CEO and executive management
Men 6 6
Women 2 2
8 8

The data in the table does not include employee representatives and refers to
the status as of the balance sheet date.

Notes

Absence due to illness

Leave of absence due to illness in relation to ordinary working hours specified
according to age and sex:

Parent Company 2009 2008
29 years and younger 1.30% 1.00%
30-49 years 1.40% 1.70%
50 years and older 1.90% 2.80%
Total leave of absence due to illness in relation

to ordinary working hours 1.60% 2.00%
of which:

men 26.16% 20.35%
women 73.84% 79.66%
Portion of leave of absence due to illness for

leave of absence of 60 consecutive days or more 24.80% 32.95%
Note 15 Remuneration and reimbursement

paid to auditors

Group 2009 2008
Ohrlings PricewaterhouseCoopers

Auditing assignments 3,454 2,104
Other assignments 5,389 16,055

8,843 18,159

Other

Auditing assignments 175 191
Parent Company 2009 2008
Ohrlings PricewaterhouseCoopers

Auditing assignments 3,454 2,104
Other assignments 5,389 16,055

8,843 18,159

“Auditing assignments” involves auditing of the annual financial statements and the
accounts as well as the Board’s and the CEO administration, other duties which are
normally performed by the company’s auditor as well as counseling or other support
required following observations made in connection with an audit or the performance
of other such duties. The “Auditing assignments” category for 2009 included an
examination of the prospectus prepared in connection with the acquisition of Swedish
Orphan. All other duties are under Other Assignments.

The “Other assignments” category in 2009 included consultation for an amount
of SEK 3,862 thousands in connection with adapting the company’s operations
following the acquisition of products and licenses from Amgen in December
2008. The “Other assignments” category in 2008 included consultation in
connection with the acquisition of products and licenses from Amgen, amounting
to SEK 14,281 thousands.
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Note 16 Operating expenses

classified by type

Note 18 Financial expenses

Note 20 Income tax

Current tax expense (-)/ tax income (+)

Notes

Group 2009 2008 Group 2009 2008
Raw materials and consumables -134,387 -63,607 Interest expenses, bank loan -11,523 -
Other external costs -601,987 -644,992 Interest expenses, miscellaneous -761 -703
Personnel costs -402,025 -573,237 Financing expenses -221 -476
Depreciation and write-downs -109,664 -267,508 Other 165 -41
Other operating expenses 75,998 -11,732 12,340 -1,220
-1,324,061 -1,561,076
Parent Company 2009 2008
Parent Company 2009 2008 Interest expenses, bank loan -11,523 -
Raw materials and consumables -134,387 -63,607 Interest expenses, miscellaneous 723 -703
Other external costs -621,672 -671,653 Financing expenses -221 -476
Personnel costs -391,782  -553,736 Other 164 -30
Depreciation and write-downs -107,573 -119,304 -12,303 -1,209
Other operating expenses -48,338 -11,543
-1,303,752 -1,419,843
Note 19 Exchange rate differences
affecting operating profit/loss
Note 17 Financial income
Group 2009 2008
Group 2009 2008 Eﬁ‘;@?&%eorsteera(iilﬁg r|ce;rﬂocm$ts/loss -10,503 4,862
Interest income, miscellaneous 1,342 2,422 110,503 4,862
Result from short-term investments 8,148 17,745
oshiichaihet- il iaamatel 7 405~ ParentCompany 2009 2008
Exchange rate difference long-term liability 12,269 - Eété};atl%%eorséeractl;Lfgr::\ocﬁets/loss 10,517 4,862
Exchange rate difference bank loan in USD 6,764 - 110,517 4,862
Other 3 1,856
28,603 21,418
Parent Company 2009 2008
Interest income, miscellaneous 1,438 2,266
Result from short-term investments 8,148 17,745
Exchange rate gains/losses on
short term receivables 86 -756
Exchange rate difference long-term liability 12,269 -
Exchange rate difference bank loan in USD 6,764 -
Other - 1,856
28,705 21111

Group 2009 2008
Tax expense / income for the year” - 30,636
Adjustment of taxes related to previous years - -
Total tax reported for the Group - 30,636
Parent Company 2009 2008
Tax income for the year - -
Adjustment of taxes related to previous years - -
Total tax reported for the Parent Company - -
Reconciliation of actual tax

Group 2009 2008
Pre-tax profit 32,437 -365,997
Tax on the basis of prevailing tax rate for

Parent Company -8,531 102,479
Other non-deductible expenses -9,205 -11,441
Non-taxable income 1,476 29,886
Decrease (+) / Increase (-) in loss carry-forward

without corresponding capitalization of deferred

tax 16,261 -90,288
Reported actual tax" - 30,636
Parent Company 2009 2008
Pre-tax profit 70,429 -393,043
Tax on the basis of prevailing tax rate for

Parent Company -18,523 110,052
Other non-deductible expenses -2,116 -3,437
Non-deductible loss on sale of shares in limited

partnerships -1,423 -47,169
Non-taxable income 6,082 29,886
Decrease (+) / Increase (-) in loss carry-forward

without corresponding capitalization of deferred

tax 15,980 -89,332

Reported actual tax -

Prevailing tax rate for the Parent Company is 26.3 % (28.0%).

30 550 refers to reversed deferred tax liability and 86 is income tax expense

for Paradiset BV
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Note 21 Intangible fixed assets and impairment testing

Notes

Ry h
& De;lee?;;_ Trademarks Product Software  IT-software & g‘:ii?;;}: Trademarks Product Software  IT-software

Group Goodwill ment? & licences? rights* and other  in progress Total Parent Company Goodwill ment" & licences rights? and other  in progress Total
1 January — 31 December 2008 1 January — 31 December 2008
Net book value - Opening Net book value - Opening
balance 39,375 297,470 154,865 - 8,722 876 501,308 balance - - 151,239 - 8,722 876 160,837
Start up of plant in progress - - - - 876 -876 - Start up of plant in progress - - - - 876 -876 -
Acquistion of subsidiary 25,342 - - - - - 25,342 Additions - - 9,034 690,981 - - 700,015
Additions - - 9,034 690,981 - - 700,015 Disposals - - -28,316 - - - -28,316
Disposals -34,318 -109,146 -29,828 - - - -173,292 Depreciation - - -631 - -5,369 - -6,000
Depreciation - - -631 - -5,369 - -6,000 Net book value -
This years translation differences -5,057 -16,085 -223 - - - -21,365 Closnglbalance - i ERE0E20) EP078] 222 - 826:539
Net book value -
Closing balance 25,342 172,239 133,217 690,981 4,229 - 1,026,008 At December 31, 2008

Acquisition value - - 160,957 690,981 28,162 - 851,784
At December 31, 2008 Accumulated depreciation
Acquisition value 59,660 281,385 165004 690,981 28,162 - 1,225192 and amortization - - 29631 - 23933 - 25248
Accumulated depreciation and Net book value - - 131,326 690,981 4,229 - 826,536
amortization -34,318 -109,146 -31,787 - -23,933 - -199,184
Net book value 25,342 172,239 133,217 690,981 4,229 - 1,026,008 1 January — 31 December 2009

Net book value -
1 January — 31 December 2009 Opening balance - - 131,326 690,981 4,229 - 826,536
Net book value — Opening Additions - 126,957 14,657 43,740 4,269 - 189,623
balance 25,342 172,239 133,217 690,981 4,229 - 1,026,008 Reclassification of acquisition
Additions - 126957 14657 43,740 4,269 - 189,623 value - - B3 4663 - - 32980
Disposals _ _ 28,317 4,663 _ _ 32,980 Depreciation - - -1,367 -47,930 -2,527 - -51,824

- Reclassification of accumulated

Depreciation - - -1,367 -47,930 -2,527 - -51,824 depreciations _ _ 28,317 _ _ _ 28,317
Reclassification - - 28,317 - - - 28,317 Net book value —
Net book value - Closing balance - 126,957 144,616 682,128 5,971 - 959,672
Closing balance 25,342 299,196 146,507 682,128 5,971 - 1,159,144

At December 31, 2009
At December 31, 2009 Acquisition value — 126957 147,297 730,058 32,431 ~ 1,008,427
Acquisition value 59,660 408,342 151,344 730,058 32,431 - 1,381,835 Accumulated depreciation
Accumulated depreciation and and amortization - - -2,681 -47,930 -26,460 - -48,755
amortization -34,318 -109,146 -4,837 -47,930 -26,460 - -222,691 e EaaR e s _ 126,957 144,616 682,128 5,971 _ 959,672
Net book value 25,342 299,196 146,507 682,128 5,971 - 1,159,144

" Investment in certain remaining rights in the research program Leptin, which was sold to Astra Zeneca 2009.

" During 2008, the Company submitted an additional purchase sum of SEK 15 million, as well as a shareholders’ contribution totalling SEK
10.3 millions regarding Arexis AB. Furthermore, a write-down of goodwill referring to the primary care project was performed.

2 During 2008, a write-down of Research and Development regarding primary care projects was performed. Remaining acquired R&D
refers to Arexis AB, as well as the investment in certain remaining rights in the research program Leptin, which was sold to Astra Zeneca
2009.

3 The write-down during 2008 refers to licenses within the primary care project.

4 Acquired product rights 2008, SEK 690 981 thousands, consists of the products Kineret®, Kepivance® samt Stemgen®

2 Acquired product rights 2008, SEK 690 981 thousands, consists of the products Kineret®, Kepivance® samt Stemgen®

Continues »
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Testing for impairment of intangible fixed assets

Testing for impairment of intangible fixed assets is carried out as needed and
done at least once a year. Impairment tests have been carried out for the Group's
only segment. A small portion of the Group's reported value relates to goodwill.
Impairment tests are based on a calculation of future value in use. Assessments
of the value of the Group’s goodwill items and other intangible fixed assets are
based on the cash generating units’ value in use. The value in use is based on
cash flows that are expected to be generated over the remaining life of the unit.

The future cash flows used in calculating the various units’ value in use are based
on a detailed review of the units. The forecast future cash flows for all units have
been calculated at present value with a 10 percent discount rate after tax. The
discount rate is based on a market assessment of the average cost of capital
taking into account the evaluated risk level in the units’ cash flow.

Other assumptions regarding the rate of return:

Risk free interest rate: 10-year government bond or comparable investment with
the lowest possible risk.

Market risk premium: 5 percent

Beta value: Biovitrum's development largely follows the general trend on the
market and is therefore calculated as 1.

Interest expense: according to Biovitrum'’s borrowing costs

Tax rate: According to Swedish tax rates

Important variables

Biovitrum is dependent on the success of its research and development projects.
Biovitrum has conducted a review of the forecast future cash flows for each of the
projects. The cash flow was then adjusted for the probability of the project being
commercialized. This rate fluctuates depending on the phase of development of
the projects.

Sensitivity analysis

Other impairment testing has been performed using a margin in use to fall below
the book value. Management is therefore of the opinion that even if there is a
certain variation in the most important variables, there will be no write-down
requirement.

Note 22 Tangible fixed assets

Notes

Equipment, Equipment,
Plant and tools, fixtures Plant in Plant and tools, fixtures Plant in

Group machinery and fittings progress Total Parent Company machinery and fittings progress Total
1 January - 1 January —
31 December 2008 31 December 2008
Net book value — Net book value —
Opening balance 109,101 91,050 89,563 289,714 Opening balance 102,366 90,619 89,563 282,548
Exchange differences 14,890 70,417 -85,307 - Exchange differences 14,890 70,417 -85,307 -
Additions 6,349 3,025 14,534 23,908 Additions 6,349 3,025 14,534 23,908
Disposals -9,627 -168 - -9,795 Disposals -9,627 -168 - -9,795
Depreciation -40,051 -23,282 - -63,333 Depreciation -37,855 -22,252 - -60,107
Write-downs -7,271 -17,610 - -24,881 Write-downs -7,150 -17,731 - -24,881
This years translation Net book value -
differences -96 - - -96 Closing balance 68,973 123,910 18,790 211,673
Net book value -
Closing balance 73,295 123,432 18,790 215,517 At December 31, 2008

Acquisition value 615,356 237,614 18,790 871,760
At December 31, 2008

Accumulated
Acquisition value 624,231 241,690 18,790 884,711 depreciation and
Accumulated amortization -546,383 -113,704 - -660,087
depreciation and Net book value 68,973 123,910 18,790 211,673
amortization -550,936 -118,258 - -669,194
Net book value 73,295 123,432 18,790 215,517

1 January —

31 December 2009
1 January - Net book value —
31 December 2009 Opening balance 68,973 123,910 18,790 211,673
Net book value — Exchange differences 1,247 365 -1,612 -
Opening balance 73,295 123,432 18,790 215,517 Additions 2.357 4,930 88,794 96,081
Exchange differences 1,247 365 -1,612 - DI

- isposals -41 - - -41

Af:ldmons 2,357 4,930 88,794 96,081 Depreciation 29,339 26,411 _ -55.750
Disposals -3,885 - - -3,885 Net book value -
Depreciation -29,339 -26,411 - -55,750 Closing balance 43,197 102,794 105,972 251,963
Net !oook value -
Closing balance 43,675 102,316 105,972 251,963 At December 31, 2009

Acquisition value 608,055 242,819 105,972 956,846
At December 31, 2009

Accumulated
Acquisition value 613,086 246,895 105,972 965,953 depreciation and
Accumulated amortization -564,858 -140,025 - -704,883
depreciation and Net book value 43,197 102,794 105,972 251,963
amortization -569,411 -144,579 - -713,990
Net book value 43,675 102,316 105,972 251,963
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Note 23 Participation in Group companies

Specification of Parent Company and Group’s holdings in

Group companies

Note 24 Financial fixed assets

Notes

Parent Company 2009 2008 Subsidiary / Corp Identity No / Domicile No of shares Share in %" Book value Group 2009 2008
Accumulated acquisition values Biovitrum Treasury AB, Accumulated acquisition values
Accumulated acquisition values, opening balance 914,133 878,791 5566167317, Stockholm, Sweden 1,000 100.0 100 Opening balance 34,426 17,443
Prepaid expenses acquisition in progress 60,808 - Paradiszt B.V., 3120?24;)' Acquisition” 60,830 -
Acquisitions - 25,342 ?msfer: amLNeg Tr an : 4 180 100.0 164 Loan 1,883 12,021
, _— astighetsaktiebolaget Paradiset, ) .
Sharle.holdlers. c?ntrlbutlon . - 10,000 556149-2611, Stockholm, Sweden 900 90.0 90 Reclalmeld depésﬂlon . -34 -
Participation in limited partnerships -75 - Hornet Fastighetsbolag KB, Change in pension committment 5,598 4,962
974,866 914,133 916613-5534, Stockholm, Sweden 1 1.0 - Other 4 -
Fastighetsbolaget Paradiset KB, Accumulated acquisition values 102,707 34,426
Accumulated write-down 916400-9350, Stockholm, Sweden 1 1.0 -
Opening balance -325,887 157,427 Hornet Fastighetsbolag KB, Book value at end of period 102,707 34,426
This years write-down _ 168 460 916613-5534, Stockholm, Sweden 1 99.0 381372 B
325,887 325,887 Fastighetsbolaget Paradiset KB, " Prepaid expenses acquisition in progress
. ! 916400-9350, Stockholm, Sweden 1 99.0 36,140
val P " Nya Paradiset 19 AB, Parent Company 2009 2008
iefbogdaluclendiofipeniod SETR) B SR 556603-1943, Stockholm, Sweden 1,000 100.0 100 Accumulated acquisition values
Fastighetsaktiebolaget Paradiset, Opening balance 19,489 7,468
556149-2611, Stockholm, Sweden 100 10.0 - o
) Acquisition 21 -
Arexis AB, 556573-5130,
Gothenburg, Sweden 1,000 100.0 170,205 Loan 1,883 12,021
Arexis Inflam AB, Return of deposit -34 -
556584-4676, Gothenburg, Accumulated acquisition values 21,359 19,489
Sweden 1,000 100.0 -
588,171 Book value at end of period 21,359 19,489
Prepaid expenses acquisition in
progress - - 60,808
648,979

' Refers to the percentage of capital holding, which is equal to the percentage

of voting rights.
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Notes

Note 25 Derivative instruments Note 26 Deferred tax assets and liabilities Change in deferred tax in temporary differences and loss
carry-forward
2009 2009 2008 2008 Reported deferred tax receivables and liabilities oi
ifference
Group Assets Liabilities Assets Liabilities in currency
i Defetreditax eieried tax Amount :E‘ei;:‘g;t:g Acquired t?éearz’?:;; Deﬁ:‘r:ll;::
Hedging cash flow - - - 3,260 Group-2009 receivable liability Net Group 2009 e N S q e egquity g
Accu!'n.ullated Acquired R&D - -45,273 45,273 Acquired R&D -45,273 _ _ B 45,273
acquisition values - - - 3,260 .
Deferred pension expense - -5,598 5,598 :
Deferred pension
Loss carry-forward 14,471 - 14,471 expense -3,928 -1,670 - - -5,598
e A2°°9 - bf°°° A2°°8 - bf°°3 14,471 -50,871 -36,400 Utilization of loss
t t iabiliti t iabiliti x - _
Hﬂf:' : °mPa":'1 . ssets iabilities ssets 'ﬂ3"2'6e; Offsetting 5,598 5,598 B carry-forward 12,801 1,670 14,471
in w - - - , R - - -1 -
edging cash fio Net deferred tax receivable/ S0 SSAC0
Accumulated liability 8,873 -45,273 -36,400
acquisition values - - - 3,260 .
Difference
in currency
Deferred tax Deferred tax Reported X rate repor- Amount
Group 2008 receivable liability Net Amount in income Acquired ted against December
Currency forward contracts A ired R&D 45 273 45273 Group 2008 January 1 statement R&D equity 31
cquire - e ' Acquired R&D 83,252 30,550 2927 4,502 -45273
The nominal amount of outstanding currency forward contracts as of December Deferred pension expense - -3,928 3,928 Deferred pension
31,20Q9yvastSEK OFToquhndstUZ,lZéS).Alltﬁontracts as of December 31, 2008 had Loss carry-forward 12,801 _ 12,801 expense P 2,793 4135 B B 3928
a remaining term of less than twelve months. 12,801 49,201 136,400 Utilization of loss
Offsetting 3928 3928 _ carry-forward 14,593 1,135 -2,927 - 12,801
Net deferred tax receivable/ RAlI52 0550 - £502) EESSii00
liability 8,873 -45,273 -36,400
For the Parent Company there is no deferred tax receivable or tax liability.
Note 27 Inventories
Deferred tax receivables and liabilities not reported
Group 2009-12-31 2008-12-31 Group 2009 2008
Deficit for tax purpose 258 854 292 520 Raw materials and consumables 9,149 8,739
258,854 292,520 Work-in-progress 396,957 470,455
Finished products and goods for resale 172,292 108,469
Parent Company 2009-12-31 2008-12-31 578,398 587,663
Deficit for tax purpose 198,158 227,981
198,158 227,981 Parent Company 2009 2008
Raw materials and consumables 9,149 8,739
The loss carry-forwards for tax purposes pertain to the parent company and a Work-in-progress SR 470,455
Swedish subsidiary. According to tax legislation, this deficit can be carried Finished products and goods for resale 172,292 108,469
forward indefinitely. Deferred tax receivables will be reported for the above 578,398 587,663

items when it is deemed likely that the Group will be able to utilize the amounts
to offset future taxable profits. Tax rate used is 26.3 percent as per 2009 (28.0). ) . ) ) o )
The expenditure for the inventories that was carried as an expense is included in
Following a tax audit, the amounts from last year have been changed. cost of goods sold amounts to SEK 134,387 thousands (63,607).

Obsolescence: SEK 6,922 thousands (42,592).
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Notes

Note 28 Accounts receivable and Other receivables Accounts receivable past due Note 29 Prepaid expenses and accrued revenues
Group 2009 2008 Group and Parent Company 2009 2008 Group 2009 2008
Accounts receivable 106,539 75,035 Past due 1-30 days 10,974 3,707 Accrued royalty revenues 36,784 44,869
Deduction: Provision for decrease in receivable -1,336 - Past due 31-90 days 6,631 5486 Accrued co-promotion revenues 33,769 41,106
Accounts receivable - net 105,203 75,035 Past due 91-180 days 5,472 - Accrued revenues product sales 1,136 -

Past due > 181 days 2,562 - Accrued interest income 363 4,966
Tax receivables 26,572 17,182 25,639 9193 Prepaid leasing fees 1,651 1,701
Other receivables 6,537 16,478 Prepaid rents 14,113 20,927
Total other receivables 33,109 33,660 Am".”"tsr per currency, for accounts receivables and other Prepaid insurance expenses 11,714 9,154
receivables Prepaid service and maintenance expenses 733 4,718
Total accounts receivable and other receivables 138,312 108,695 Group 2009 2008 Prepaid IT Software & Licenses 3,247 2,894
SEK 43,738 75,075 Prepaid issuing costs 84,400 -
Parent Company 2009 2008 NOK 1,936 313 Advance, raw material for production of Kineret® 31,999 -

Accounts receivable 106,539 75,036 DKK 1,129 216 Receivable on Biogenldec, expenses during 2009
Deduction: Provision for decrease in receivable -1,336 - usD 32,595 15,497 related to project FIX and vaj 26,084 -
Accounts receivable - net 105,203 75,036 EUR 52,951 13,910 Other items 10,574 4,310
GBP 2,927 1,175 256,567 134,645

Tax receivables 16,858 17,182 CHF 199 192

Other receivables 6,336 15,529 AUD 1128 2,317 Parent Company 2009 2008
Total other receivables 23,194 32,711 Other currencies 1,709 — Accrued royalty revenues 36,784 44,869
138.312 108,695 Accrued co-promotion revenues 33,769 41,106
Total accounts receivable and other receivables 128,397 107,747 Accrued revenues product sales 1136 -
Parent Company P e Accrued interest income 363 4,966

There have been no write-downs that have impacted the income statement. SEK 33,823 74,869 Prepaid leasing fees 14281 1.701

As of December 31, 2009, accounts receivable amounting to SEK 25,639 thou- NOK 1,936 313 Prepa?d rents [l 18,654

sands (9,193) were past due and no write-down was deemed necessary. SEK DKK 1,129 216 Prepaid insurance expenses 1,714 9.154

11,055 thousands of the past due accounts receivable as of December 31, 2009 USD 32,595 15,497 Prepaid service and maintenance expenses 733 4,718

were settled in January 2010. Provisions for doubtful receivables amounted to EUR - 13910 Prepaid IT Software & Licenses 3,247 2,894

SEK 1,336 thousands as of December 31, 2009. g . Prepaid issuing costs 84,400 B

GBP 2927 433

CHF 199 192 Advance, raw material for production of Kineret® 31,999 -

s oz RqgEiblecn Sogepidec perses curing 2009 i

Other currencies 1,709 - Other items 10,574 4,310
(28757 1107737 256,567 132,372

BIOVITRUM ANNUAL REPORT 2009



Note 30 Current assets

There are no receivables maturing later than one year from the balance sheet

date.

Note 31 Short-term investments,
cash and cash equivalents

Specification of securities

Note 32 Financial assets by category (group)

2009 2009 2008 2008
Group Fair value Book value Fair value Book value
Short-term investments
Discount securities - - 21,925 21,925
Coupon securities 48,359 48,359 183,908 183,908
48,359 48,359 205,833 205,833
Liquid funds
Interest rate funds 123,687 123,687 60,607 60,607
Short term investments
equivalent to liquid funds 5,000 5,000 - -
Cash and Bank 129,593 129,593 193,621 193,621
258,280 258,280 254,228 254,228
2009 2009 2008 2008
Parent Company Fair value Book value Fair value Book value
Short-term investments
Discount securities - - 21,925 21,925
Coupon securities 48,359 48,359 183,908 183,908
48,359 48,359 205,833 205,833
Liquid funds
Interest rate funds 123,687 123,687 60,607 60,607
Short term investments
equivalent to liquid funds 5,000 5,000 - -
Cash and Bank 129,290 129,290 191,643 191,643
257,977 257,977 252,250 252,250

Asset at
fair value
Loans and through Derivatives
receiv- the profit used for Available
ables and loss hedging for sale Total
December 31,
2009
Assets as per
balance sheet
Accounts receivable 105,203 - - - 105,203
Short-term
investments - 48,359 - - 48,359
Liquid funds 258,280 - - - 258,280
Total 363,483 48,359 - - 411,842
Asset at
fair value
Loans and through Derivatives
receiv- the profit used for Available
ables and loss hedging for sale Total
December 31,
2008
Assets as per
balance sheet
Accounts receivable 75,036 - - - 75,036
Short-term
investments - 205,833 - - 205,833
Liquid funds 254,228 - - - 254,228
Total 329,264 205,833 - - 535,097

Notes

Note 33 Post-employment benefits

The pension commitments are calculated annually on the balance sheet date,
based on actuarial calculations.

The figures below do notinclude a special payroll tax of 24.26 percent of reported
assets in accordance with UFR4 (statement from Swedish Financial Reporting
Board).

Pension costs are reported under the items: selling expenses, administrative
expenses and research and development expenses.

Pension benefits

Commitments for retirement pensions and family pensions for white-collar
employees in Sweden are insured through Alecta. According to statement UFR3
issued by the Swedish Financial Reporting Board, these are defined benefit plans
covering multiple employers.

For the 2009 financial year, the group did not have access to the information
necessary to be able to report this plan as a defined benefit plan. The ITP pension
plan insured through Alecta is therefore reported as a defined contribution plan.

The cost for the year of pension insurance through Alecta amounted to SEK
20,459 thousands (14,592). Alecta’s surplus is distributable among the policy
holders and/or the insured parties. At the end of 2009 Alecta’s surplus in the form
of the collective consolidation level amounted to SEK 141.0 percent (112.0). The
collective consolidation level consists of the market value of Alecta’s assets as a
percentage of insurance commitments calculated according to Alecta’s actuarial
calculation assumptions, which do not correspond to IAS 19.

Change in benefit obligation during the year

2009 2008
Benefit obligation at start of year 106,541 86,154
Service cost 15,112 14,345
Interest cost 3,446 3,846
Actuarial gains (-) /losses (+) 8,857 11,110
Benefits paid -120 -27,138
Collective agreement pension 12,100 18,224
Remunerations -38,211 -
Benefit obligation at end of year 107,725 106,541

Continues »
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Change in fair value of plan assets during the year

2009 2008
Fair value of plan assets at start of year 97,432 86,199
Return on assets 4,189 4,259
Actuarial gain (+) /loss (-) -2173 -2,116
Contributions 35,434 36,228
Remunerations -38,211 -27,138
Remunerations one-time items -1,890 -
Fair value of plan assets at end of year 94,781 97,432

The amounts recognized in the income statement are as follows

2009 2008
Service cost 15,112 14,344
Interest cost 3,446 3,846
Expected return on plan assets -4,189 -4,259
Amortization on actuarial gains/losses 2,691 78
Collective agreement pension 12,100 18,224
Total, included in employee benefits 29,160 32,233

Actuarial assumptions on the balance sheet date

2009 2008
Discount rate 3.90% 4.00%
Future salary increases 3.00% 3.00%
Future pension increases 2.00% 2.00%
Expected increase of basic amount 3.00% 2.50%
Expected return on plan assets 3.30% 4.00%

The amounts recognized in the balance sheet are as follows

Notes

Specification of asset type

2009 2008
Fair value of plan assets 94,781 97,432
Fair value pension commitment -107,725 -106,541
Net asset value -12,944 -9,109
Unrecognized actuarial gains (-) / losses (+) 29,470 21,131
Net asset value 16,526 12,022
Specification of changes in net assets reported
in the balance sheet
2009 2008
Net asset/liability at beginning of year according
adopted balance sheet 12,022 8,027
Net pension expense -29,160 -32,233
Benefits paid 35,434 36,228
Withdrawal from plan assets (-) -1,890 -
Remunerations - -27,138
Benefits paid 120 27,138
Net asset value 16,526 12,022

The actual return on plan assets was SEK 2,016 thousands (2,143).

2009 % 2008 %
Shares 41,704 44 6,311 7
Bonds 42,651 45 8,771 9
Other 10,426 1" 3,334 3
Insurance company
provision 0 0 79,016 81
Total 94,781 100 97,432 100

Other information

The anticipated return on plan assets is established by taking into account the
anticipated return on the assets that are covered by the investment policy in
question. The anticipated return on investments with fixed interest is based on
the return received if these securities are held to maturity. The anticipated return
on shares is based on the long-term return in the respective market.

Contributions made to plans for remuneration after terminated employment is
expected to amount to SEK 13,205 thousands.

As per December 31 2009 2008 2007 2006 2005
Present value of defined benefit obligation -107,725 -106,541 -86,154 -87,154 -67,040
Fair value of plan assets 94,781 97,432 86,199 69,534 52,985
Surplus/(Deficit) -12,944 -9,109 45 -17,620 -14,055
Experience adjustments on plan liabilities, gain (-) / loss (+) 11,170 1,030 -808 12,283 3,338
Change in assumptions of plan liabilities, gain () / loss (+) -2,312 10,080 -8,118 - -
Experience adjustments on plan assets, gain (+) / loss (-) -2,173 -2,116 2,697 3,139 1,695
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Note 34 Other liabilities, long-term

Group 2009 2008
Liabilities to credit institutions (in USD) 200,000 300,000
Liabilities to credit institutions (in SEK) 90,348 97,113

290,348 397,113
Parent Company 2009 2008
Liabilities to credit institutions (in USD) 200,000 300,000
Liabilities to credit institutions (in SEK) 90,348 97,113

290,348 397113

In connection with the company’s acquisition of the drugs Kepivance® and
Stemgen® and the exclusive licensing agreement for Kineret®, at the end of 2008
the company took two long-term loans to finance the transactions. One loan of
SEK 300 M is in Swedish kronor and one loan equivalent to SEK 100 M is in USD.

The company’s entire borrowing in USD is in the form of a seven-year loan, with
setinstallments, of USD 6,263,309 and a revolving credit facility of USD 6,263,309.
Security for the bank loan consists of future royalty revenues from ReFacto®. The
interest on the loan is according to STIBOR or the corresponding reference inter-
est rate +1.75 percent until June 16, 2009 and thereafter +1.3 percent. When
these loans were taken, the company made a commitment to the bank regarding
the equity/assets ratio and accumulated cash flows in 2008 - 2009 and annual
cash flows from 2010 onwards.

Note 35 Provisions

Notes

Note 36 Accrued expenses and deferred income

Group Parent Company Group 2009 2008
2009 2008 2009 2008 Provision for vacation pay and bonus incl social
Opening balance 477,231 5,931 477,231 _ security contributions 60,735 71,020
Costs incurred 92,242 -3,710 92,242 _ Accrued social security contributions 26,520 21,468
C_urrency exchange Accrued expenses 93,192 73,890
difference 12,260 - 12,260 - Prepaid revenues 423 43,606
Provision this year = 475,010 = 477,231 Accrued expenses acquisition in progress 45,000 -
Closing balance 372,729 477,231 372,729 477,231 Accrued expenses new share issue 79,357 _
Accrued expenses sale of subsidiary 4,994 -
SEK 365,645 thousands is milestone payments (USD 60 M). The remaining SEK Other items = 1,584
7,084 thousands relates to restructuring costs for rents and employees. Mile- 310,221 211,568
stones are expected to fall due for payment between the 2011 and 2015, see
the table on page 49. See note 39 “Significant events after the balance sheet
date” regarding agreement on prepayment of future milestone renumerations. Parent Company 2009 2008
Provision for vacation pay and bonus incl social
security contributions 60,735 71,020
Group Parent Company . . : .
T oo o D Accrued social security contributions 26,520 21,468
Long-term 365,645 377,905 365,645 377,905 Accrued expenses 97.045 77,706
Short-term 7084 99326 7084 99,326 Prepaid revenues 423 43,606
Total provisions 372,729 477,231 372,729 477,231 Accrued expenses acquisition in progress oy -
Accrued expenses new share issue 79,357 -
Restructuri Accrued expenses sale of subsidiary 4,994 -
estructuring expenses Other items _ 1,584
No restructuring was carried out in 2009. 314,074 215,384
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Note 37 Pledged assets and contingent liabilities

Parent Company 2009 2008
Contingent liabilities - -
Bank guarantee 78,444 40,654

Note 38 Transactions with related parties

Loans to related parties

2009 2008

Loan to executive management
in Parent Company

At beginning of the year 153 153
Loan paid during the year - -

153 153

The following terms and conditions apply to the loans issued to senior

executives:

* The loans are interest free. A benefit is assigned to the borrower annually
corresponding to the borrowed amount multiplied by the government loan
interest plus one percentage point per year, which is in line with the rules in the
Income Tax Act for valuation of loans in Swedish currency with an interest rate
that is fixed in relation to the market interest rate or interest free loans. The
benefit is measured on the date the loan is taken and updated annually.

* The borrowers agree to repay the entire borrowed amount to the lender, or for
endorsement, the first of the following occasions:

- the day the borrower resigns his/her position within the Biovitrum Group
—May 31, 2011, when the warrants expire

- the day the borrower receives the issued shares as a result of the borrower
converting all warrants into shares.

Other

Biovitrum has entered into a collaboration agreement with Affibody AB. Hakan
Astrém is chairman of the board in Biovitrum as well as in Affibody AB.

Notes

Note 39 Significant events after
the balance sheet date

* On November 5, 2009 Biovitrum announced its acquisition of Swedish Orphan.
The transaction was concluded in January 14, 2010 and was financed through
arights issue, an issue in kind and bank loans.

* Biovitrum and Biogen Idec have constructed a partnership agreement for the
companies’ long-acting recombinant factor VIII Fc and factor IX Fc fusion
protein for the treatment of hemophilia A and hemophilia B respectively. Under
the agreement Biogen Idec will take primary responsibility for development
and will cover the costs of the FIX and FVIII projects.

* Biovitrum and Biogen Idec have recruited the first patients for an open-label
registrational trial that will be conducted at several clinical centers. The trial has
been designed to analyze the efficacy, pharmacokinetics and safety of the
long-acting protein rFIXFc in hemophilia B patients (the B-LONG trial).

* A contract were signed with Amgen regarding an additional Kineret® bulk drug
campaign to meet an expected increased market demand of Kineret® until
Biovitrum has transferred manufacturing processes to new contract manufac-
turers. In addition, Biovitrum will pay to buy-out previously agreed future sales
milestones for Kineret® and Kepivance®. The milestones amounts to a total
nominal value of USD 60 M. Present value as per balance sheet date for these
milestones are USD 51 M.
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The Board of Directors and the CEO of Biovitrum certify that the
consolidated financial statements have been prepared in accor-
dance with International Financial Reporting Standards (IFRS) as
adopted by the EU and provide a fair and true description of the
Group's financial position and results.

Hakan Astrom
Chairman

Michael Steinmetz

Hans Wigzell

Notes

The Directors’ Report for the Group and the parent company gives The Income Statements and Balance Sheets will be presented for
a fair and true description of the development of the Group's and adoption at the Annual General Meeting on April 27, 2010.
the parent company’s operations, financial position and results, and

describes significant risks and uncertainties that the parent company

and the companies in the Group are facing.

Stockholm, March 19, 2010

Hans Glemstedt

Wenche Rolfsen

Catarina Larsson
Employee representative

Martin Nicklasson
CEO

Mats-Olof Ljungkvist

Peter Sellei

Bo-Gunnar Rosenbrand

Employee representative

Our audit report was submitted on March 19, 2010

PricewaterhouseCoopers AB

Mikael Winkvist
Authorized Public Accountant
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Audit report

To the annual meeting of the shareholders of
Biovitrum AB (publ) Corporate identity number 556038-9321

We have audited the annual accounts, the consolidated accounts,
the accounting records and the administration of the board of direc-
tors and the managing director of Biovitrum AB (publ) for the year
2009. The board of directors and the managing director are respon-
sible for these accounts and the administration of the company as
well as for the application of the Annual Accounts Act when prepar-
ing the annual accounts and the application of international financial
reporting standards IFRSs as adopted by the EU and the Annual
Accounts Act when preparing the consolidated accounts. Our
responsibility is to express an opinion on the annual accounts, the
consolidated accounts and the administration based on our audit.

We conducted our audit in accordance with generally accepted
auditing standards in Sweden. Those standards require that we plan
and perform the audit to obtain reasonable assurance that the
annual accounts and the consolidated accounts are free of material
misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the accounts. An audit
also includes assessing the accounting principles used and their
application by the board of directors and the managing director
and significant estimates made by the board of directors and the
managing director when preparing the annual accounts and con-
solidated accounts as well as evaluating the overall presentation of
information in the annual accounts and the consolidated accounts.
As a basis for my (our) opinion concerning discharge from liability,
we examined significant decisions, actions taken and circumstances
of the company in order to be able to determine the liability, if any,
to the company of any board member or the managing director.
We also examined whether any board member or the managing
director has, in any other way, acted in contravention of the Com-
panies Act, the Annual Accounts Act or the Articles of Association.
We believe that our audit provides a reasonable basis for our opin-
ion set out below.

Stockholm March 19, 2010

PricewaterhouseCoopers AB

Mikael Winkvist
Authorized Public Accountant

Notes

The annual accounts have been prepared in accordance with the
Annual Accounts Act and give a true and fair view of the company’s
financial position and results of operations in accordance with gen-
erally accepted accounting principles in Sweden. The consolidated
accounts have been prepared in accordance with international
financial reporting standards IFRSs as adopted by the EU and the
Annual Accounts Act and give a true and fair view of the group’s
financial position and results of operations. The statutory adminis-
tration report is consistent with the other parts of the annual
accounts and the consolidated accounts.

We recommend to the annual meeting of shareholders that the
income statement for the parent company, the consolidated state-
ment of comprehensive income and balance sheets of the parent
company and the group be adopted, that the profit of the parent
company be dealt with in accordance with the proposal in the
administration report and that the members of the board of direc-
tors and the managing director be discharged from liability for the
financial year.
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Board of Directors

Board of Directors

Upper row from left:

Hans Glemstedt, Hans Wigzel,
Martin Nicklasson (CEO, not Board
Member), Bo Jesper Hansen,
Wenche Rolfsen,

Mats-Olof Ljungkvist,

Michael Steinmetz

Lower row from left: Peter Sellei,
Hakan Astrém, Catarina Larsson,
Bo-Gunnar Rosenbrand
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Hakan Astrém, Chairman

Born 1947. M.Sc. in Business Administration and Economics. Board
member since 2001, chairman of the Board since 2004. Med. Dr.
h.c. Sahlgrenska Academy, Gothenburg University 2003. Board
member of Karolinska Institutet, Ferrosan Holding AS (Chairman),
Orexo AB (Chairman), Rhenman och Partners, Topotarget AS (Chair-
man) and Affibody AB (Chairman). Previously CEO Kabi Pharmacia
and Senior Vice President, Pharmacia Corporation.

Shares: 150,000
Warrants: 0

Bo Jesper Hansen, vice chairman

Born 1958. MD with a Ph.D. from Copenhagen University. Board
member as of January 2010. Board member of CMC, MipSalus,
TopoTarget A/S and Zymenex. Has previously held various executive
positions in Swedish Orphan International AB since 1993, CEO 1998-
2009. Medical advisor to Synthélabo, Pfizer, Pharmacia and Yama-
nouchi. Founder of Scandinavian Medical Research.

Shares: 7,115,077
Warrants: 0

Hans Glemstedt

Born 1962. M.Sc. Business Administration and Economics. Board
member since 2009. Team member in the Operating Investment
group at Investor since 2006. Previously Senior Consultant at McK-
insey during 9 years. More than 10 years of private equity and
venture capital investment experience.

Shares: 6,000
Warrants: 0

Holdings of shares and warrants by February 28, 2010.

Mats-Olof Ljungkvist

Born 1951. B.Sc. in Economics and Business Administration. Board
member since 2007. Senior Adviser Atos Consulting AB. Board
member of HL Display AB, SBC BostadsrattsCentrum AB, Catella
Capital AB, Amplion AB, Swedsec AB, Swegro AB, Hermods AB
(chairman) and Twentyfourseven AB (chairman). Previously CFO in
Carnegie & Co, CEO in Aragon and CFO in Apoteksbolaget.

Shares: 6,000
Warrants: 0

Wenche Rolfsen

Born 1952. Pharm. Dr. Professor Pharmaceutical Faculty, Uppsala
University. Board member since 2004. Board member of Aprea
(Chairman), Denator (Chairman), Artimplant, Industrifonden and
Aker Biomarine AS, Norway. Has previously held various senior
management positions at former PharmaciaUpjohn, has been CEO
at Quintiles AB and Vice President Quintiles Europe, Explorative
Clinical Research.

Shares: 33,400
Warrants: 0

Peter Sellei

Born 1960. M.D. Karolinska Institutet 1987. US medical degree in
1989. Pursued experimental research in cooperation with Astra-
Hassle. Board member since 2009. Head of Healthcare Sector in
the Core Investment Department at Investor AB. Deputy member
of the board of Neuronova. Previously thoracic and cardiac surgeon
at Karolinska Hospital and pharmaceutical analyst at Carnegie
Investment Bank.

Shares: 0
Warrants: 0

Board of Directors

Michael Steinmetz

Born 1947. Ph.D. Board member since 2001. Managing Director
Clarus Ventures LLC. Board member of Allozyne (Chairman), CGl
Pharmaceuticals, Delenex AB, Heptares, MacroGenics, Oxford
Immunotec, TaiGen (Chairman), Virdante (Chairman) and VLST.
wPreviously General Partner MPM Capitals Funds Bio Ventures |, Il
and Ill.

Shares: 0
Warrants: 0

Hans Wigzell

Born 1938. Med Dr. h.c., Ph. D. Professor Immunology. Board mem-
ber since 2004. Member of the Royal Swedish Academy of Sciences
and the Royal Swedish Academy of Engineering Sciences. Board
Member of the Karolinska Development AB (Chairman), RaySearch
AB, Rhenman and Partner Asset Management (Chairman), Probi AB,
Intercell AG, HuMabs AG and Neodynamics. President of Karolinska
Institutet 1995-2003.

Shares: 180,000
Warrants: 0

Union Representatives:

Catarina Larsson
Born 1952. Laboratory engineer. Board member since 2001. Rep-

resents Federation of Salaried Employees in Industry and Services.

Shares: 600
Warrants: 0

Bo-Gunnar Rosenbrand
Born 1963. Laboratory engineer. Board member since 2001. Rep-

resents Federation of Salaried Employees in Industry and Services.

Shares: 1,050
Warrants: 0
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Senior Management

Senior Management

Kennet Rooth, Lena Nystrém Martin Nicklasson, Erik Kinnman, Maria Berggren, Peter Edman
Géran Arvidson, Fredrik Berg, Peder Walberg
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Martin Nicklasson - CEO

Born 1955. Holds a degree in Pharmacy and a Ph.D. in Pharmaceu-
tical Science. Associate professor at the Faculty of Pharmacy,
Uppsala University, since 1985. Former member of the executive
management at AstraZeneca Plc. Has previously held a number of
leadership positions within Astra and AstraZeneca, including CEO
of Astra Pain Control AB, CEO of Astra Hassle AB, head of Gastro-
intestinal Franchise, Executive Vice President of Global Drug devel-
opment, Executive Vice President of Global Marketing and CEO of
AstraZeneca AB. Martin has also held research leadership positions
at Kabi Pharmacia.

Shares: 100,200

Warrants: 300,000

Share Program 2008: 94,589"
Share Program 2009: 53,2399

Gédran Arvidson — CFO

Born 1960. B.Sc. in Economics and Business Administration.G6ran
Arvidson joined Procordia in 1988 as Group Controller and has been
actively involved in all major transactions within Procordia/Pharma-
cia, the acquisition of Pharmacia in 1989, Carlo Erba in 1993, the
merger of Pharmacia and Upjohn in 1995, and the acquisition of
Monsanto in 1999.G6ran has held various controller positions within
Procordia and Pharmacia.

Shares: 150,900

Warrants: O

Share Program 2008: 27,288
Share Program 2009: 22,814

Fredrik Berg - Legal and Intellectual Property

Born 1955. Master of Law. Senior Vice President, Legal and Intel-
lectual Property. After having started his legal career at the law firm
Tisell & Co., Fredrik Berg joined KabiVitrum in 1988. He has since
held various positions as company lawyer and head of legal services
at Procordia, Kabi Pharmacia and

Pharmacia & Upjohn. In 1996, he joined the law firm Lindahl, but
was recruited back to Pharmacia & Upjohn in 1997. Prior to joining
Biovitrum, Fredrik

was Head of Legal/Intellectual Property at Pharmacia AB and Gen-
eral Counsel for Pharmacia Europe, Middle East, and Africa.

Shares: 42,500

Warrants: O

Share Program 2008: 24,4249
Share Program 2009: 17,007

Maria Berggren — Human Resources

Born in 1961. Behavioural science. Maria joined Biovitrum from
Capgemini Sverige AB, where she was employed as People Relation-
ship Manager for Technology Services. As a member of the manage-
ment team, Maria was responsible for human resourc issues for the
organization’s 850 employees. Maria began her career in 1986 at
Ericsson, where she held various senior human-resources positions
over a period of ten years, including at Ericsson Data AB, Ericsson
Business Networks AB and the Enterprise Networks division. Before
being employed by Capgemini Sverige AB in 2001, Maria had her
own business and worked as a consultant in human resources and
management development.

Shares: 0

Warrants: 5,000

Share Program 2008: 18,613
Share Program 2009: 12,448"

Senior Management

Peter Edman - CSO

Born 1954. Ph.D. and Associate Professor in biochemistry from
University of Uppsala. Peter Edman joined Biovitrum as Chief
Scientific Officer from a position as Vice President and Global
Project Director, Global Development, at AstraZeneca.Peter Edman
has previously held a number of senior research leadership positions
within Pharmacia, Astra and AstraZeneca. He has also held a position
as Director and Associate Professor at the Swedish Medical Product
Agency. In addition, Peter has been Professor in Pharmaceutical
Formulation and Adjunct Professor in Drug Delivery at the Faculty
of Pharmacy, University of Uppsala.

Shares: 10,100

Warrants: 0

Share Program 2008: 41,222"
Share Program 2009: 27,570"

Erik Kinnman - Investor Relations and Public Affairs,

Chief Strategic Officer

Born 1958. Associate Professor at the Karolinska Institute. Board
certified physician in Neurology and Pain Management from the
Karolinska Hospital. Holds an eMBA from the Stockholm School of
Economics. Erik Kinnman joined Biovitrum from a position as
Project Director Global R&D Strategy at AstraZeneca. Erik has
previously held a number of senior leadership positions within
AstraZeneca, Sanofi-Synthelabo Scandinavia and Parke-Davies/
Warner-Lambert Norden AB. Erik also has experience from the
financial sector where he has acted as Head of a health care sector
analysis team at Danske Securities AB and before that as a health
care Fund Manager at Aragon Fondkommission AB.

Shares: 0

Warrants: 0

Share Program 2008: 36,098"
Share Program 2009: 24,124"
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Lena Nystrém - Executive Vice President
and Head of Operations

Born 1956. Has a Master of Science in Chemical Engineering from
KTH in Stockholm. Lena joined Kabi Vitrum in 1984 in the process
development organization. Since 1995 Lena has been in various
management positions within the process development and manu-
facturing units.

Shares: 900
Warrants: O
Share Program 2008: 8,596"
Share Program 2009: 8,431"

Kennet Rooth - Executive Vice President and
Head of Sales & Marketing

Born 1955. Chemistry and Biology at Stockholm University and
General Management at INSEAD-CEDEP. Kennet joined Swedish
Orphan International in 2005 as Country Manager for Sweden. In
2006 he became Director International Marketing & Sales with
responsibility for the international expansion and the establishment
of subsidiaries in several European. From 1989 to 2005 Kennet was
working at Bristol-Myers Squibb, where he held various positions
both in Sweden and internationally, such as Executive Director,
Country Manager, Business Unit Manager and Product Manager.
Kennet began his career in 1985 as a Product Specialist at Ciba-
Geigy.

Shares: 188,118
Warrants: O

Share Program 2008: 0
Share Program 2009: 0

Senior Management

Peder Walberg - Executive Vice President and
Head of Business Development

Born in 1974, MD and BSc in Economics and Business Administration
from Uppsala University, Sweden. Peder joined Swedish Orphan
International in 2007 from Novartis, where he was responsible for
Business Development & Licensing and new product launches in
the Nordic countries. Prior to Novartis, Peder served as a manage-
ment and strategy consultant at the Boston Consulting Group,
focusing on the Healthcare and Pharmaceutical sectors in a wide
variety of projects. Peder has also gained experience from practic-
ing as a physician in primarily surgical specialties, as well as spend-
ing a couple of years in Russia working for the Swedish Foreign
Ministry.

Shares: 0

Warrants: O

Share Program 2008: 0
Share Program 2009: 0

Holdings of shares and warrants by February 28, 2010.

" For further information on Share Programs 2008 and 2009 see note 14, page 55.
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biovitrum.

Biovitrum AB (publ)

SE-112 76 Stockholm, Sweden

Visiting address: Tomtebodavégen 23 A
Telephone: +46-8-697 20 00

Fax: +46-8-697 23 30
www.biovitrum.com
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