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IMPORTANT INFORMATION
In this Prospectus, “Recipharm”, “the Company” or “the Group” refer to, depending on the context, Recipharm AB (publ), the Group in which the Company is
the parent company or a subsidiary of the Group.

“Joint Lead Managers” refers to DBN Markets, a part of DNB Bank ASA , filial i Sverige ("DNB”), Handelsbanken Capital Markets, part of Svenska
Handelsbanken AB (publ) (*Handelsbanken”) and Swedbank AB (publ) ("Swedbank”). See the section “Definitions and Glossary” for definitions of other terms
in this Prospectus.

Information for investors
This prospectus (the “Prospectus”) has been prepared in accordance with the rules set out in the Financial Instruments Trading Act (1991:980), Directive
2003/71/EC of the European Parliament and of the Council (the “Prospectus Directive”), and Regulation (EC) no. 809/2004 of the European Commission.

Swedish law governs the Prospectus and the offering pursuant to the Prospectus (the “Offering”). Disputes arising from the Prospectus, the Offering and
related legal matters shall be settled exclusively by the Swedish courts. The English version of this Prospectus is a translation. If there are any discrepancies
between the Swedish version and the English translation, the Swedish version shall take precedence.

No action has been taken, or will be taken, by Recipharm to allow a public offering in any country other than Sweden. Neither subscription rights in the
Offering (the “Subscription Rights”), paid-up subscribed shares (“"BTA”) or new shares subscribed for in the Offering (*Shares”) (“Securities”) have been, or
will be, registered under the United States Securities Act of 1933, as amended (“Securities Act”). Securities may not be offered or sold, directly or indirectly,
in or into the United States or to persons residing there, except pursuant to an applicable exemption from the registration requirements of the Securities Act.
Moreover, the Offering is not made to persons resident in Australia, Hong Kong, Japan, Canada, New Zealand or South Africa, or to persons whose particip-
ation would require additional prospectuses, registration or other measures than those imposed by Swedish law. The Prospectus may not be distributed in
any country or any jurisdiction where the distribution or the Offering would require such measures or would be in conflict with the applicable regulation of
each such jurisdiction. Application for subscription of shares in violation of the restrictions above may be void. Persons who receive copies of the Prospectus
are required to inform themselves about, and comply with, such restrictions. Any failure to comply with the restrictions described may result in a violation of
securities regulations.

In the member states of the European economic area which have implemented the Prospectus Directive - with the exception of Sweden - the Offering may
be made only on condition that it does not lead to requirements for drawing up of prospectuses in such countries in accordance with Article 3 of the Prospectus
Directive.

An investment in Securities involves certain risks; see the “Risk Factors” section. When investors make an investment decision, they must rely on their own
assessment of Recipharm and the Offering, including applicable facts and risks. Investors may only rely on the information contained in this Prospectus and
any possible supplements to this Prospectus. Prior to making an investment decision, potential investors should engage their own professional advisers and
carefully evaluate and consider their investment decision. No person is authorised to provide any information or make any statements other than those made
in this Prospectus. Should such information or statements nevertheless be made, they should not be considered to have been approved by Recipharm, and the
Company is not responsible and assumes no liability for such information or statements. Neither the publication of this Prospectus nor any transaction made in
respect of the Offering shall under any circumstances imply that the information contained herein is accurate or applicable at any time other than on the date
of publication of this Prospectus, or that there have been no changes in the Company’s business since this date. If significant changes to the information in this
Prospectus occur, such changes will be announced in accordance with the provisions on supplements to a prospectus under the Swedish Financial Instruments
Trading Act.

No warranty, either expressed or implied, is provided by the Joint Lead Managers regarding the accuracy or completeness of the information contained in
this Prospectus, and nothing in this Prospectus is to be regarded as a promise or guarantee of the Joint Lead Managers, whether it relates to the past or the
future.

As a condition for subscribing for new Shares pursuant to the Offering, each subscriber will be deemed to have made, or, in some cases, be required to
make, certain representations and warranties which will be relied upon by Recipharm, its financial advisers and other advisors; please refer to the section
“Selling and transfer restrictions”. Recipharm reserves the right, at its discretion, to disregard any subscription application that it or its financial advisers or
other advisors believes may give rise to a breach or violation of any law, rule or regulation.

Certain amounts presented in the Prospectus have been rounded off, and consequently the numbers in certain tables do not necessarily correspond exactly
to the total amounts. Unless otherwise specified, “SEK” or “krona” refers to the official currency in Sweden. All financial amounts are expressed in the Swedish
krona (“SEK”) unless otherwise indicated. "SEK T” means thousands of krona, and the abbreviation “SEK M” means millions of krona “USD"”, “"GBP”, "EUR” and
“INR” refer to US dollars, British pounds, euros and Indian Rupee respectively.

Information for investors in the United States

No Securities have been, or will be, registered under the Securities Act or the securities legislation in any other state in the United States and may therefore
not be offered or sold, directly or indirectly, in or into the United States, except pursuant to an applicable exemption from, or in a transaction not subject to,
the registration requirements of the Securities Act and in accordance with applicable securities legislation in the relevant state in the United States. In the
United States, Securities will only be offered pursuant to an applicable exemption from, or in a transaction not subject to, the registration requirements of the
Securities Act to a limited number of existing shareholders who: (i) are deemed to be qualified institutional buyers as defined in Rule 144A under the Securities
Act and (ii) have signed and sent an investor letter of intent to Recipharm. The Securities are being offered and sold outside the United States in compliance
with Regulation S under the Securities Act.

Presentation of historical financial information

Unless otherwise indicated, the financial information presented in this Prospectus was extracted from the Company’s consolidated financial statements.
Recipharm’s audited consolidated financial statements for the 2013, 2014 and 2015 financial years, as well as the non-audited interim report for January-
March 2016, prepared in accordance with International Financial Reporting Standards (“IFRS”) as adopted by the EU, are implemented by directive and consti-
tute part of this Prospectus. To make the information easily accessible to the reader, certain financial and other figures presented in the Prospectus have been
rounded off. Consequently, the numbers in certain columns do not exactly correspond to the total amount specified. Besides the Company’s audited financial
statements for the 2013, 2014 and 2015 financial years, and the pro forma financial statements on pages 83-87, no information in this Prospectus has been
reviewed or audited by the Company’s auditors.

Forward-looking statements
This Prospectus contains certain forward-looking statements that reflect Recipharm’s current views or expectations with respect to future events as well as finan-
cial and operational performance. The words “intend”, “estimate”, "expect”, “*may”, “plan”, “anticipate” or other expressions regarding indications or forecasts of
future developments or trends that are not based on historical facts constitute forward-looking information. Although Recipharm believes that these statements
are based on reasonable assumptions and expectations, Recipharm cannot guarantee that such forward-looking statements will be realised. Forward-looking
information is inherently associated with both known and unknown risks and uncertainties since it depends on future events and circumstances. Forward-looking
information does not constitute a guarantee of future results or performance, and the outcome may differ materially from what is set out in the forward-looking
information.

Factors that could cause Recipharm'’s future results or performance to differ from what is expressed in the forward-looking statements include, but are
not limited to, those described in the section “Risk Factors”. Forward-looking information in this Prospectus applies only to the date of the publication of the
Prospectus. Recipharm undertakes no obligation to publicly update or revise any forward-looking statements, whether as a result of new information, future
events or similar circumstances, other than as required by law.

Industry and market information

This Prospectus contains market information and industry forecasts from third parties, including information regarding the size of the markets in which

the Group operates. Although Recipharm considers that these sources are reliable and the information has been reproduced properly in the Prospectus,
Recipharm has not independently verified the information, which is why its accuracy and completeness cannot be guaranteed. As far as Recipharm is aware
and can confirm through comparison with other information published by such sources, no facts have been omitted which would render the reproduced inform-
ation inaccurate or misleading. Some of the information and statements in the Prospectus relating to the industry in which the Company’s business is conduc-
ted as well as Recipharm'’s position in relation to its competitors are not based on published statistics or information from independent third parties, but rather
reflect Recipharm’s best estimates based on information obtained from industry and business organisations and other contacts. Although Recipharm is of the
view that its internal analyses are reliable, these have not been verified by any independent source and Recipharm cannot guarantee their accuracy.
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THE OFFERING IN BRIEF

Preferential rights

Each existing Class A share in Recipharm entitles to one
(1) Class A Subscription Right, and each existing Class
B share entitles to one (1) Class B Subscription Right.
Five (5) Class A and Class B Subscription Rights entitle
the holder to subscribe for one (1) new respective Share
(primary preferential right). Shares that have not been
subscribed for with primary preferential rights shall be
offered to all shareholders for subscription (subsidiary
preferential right). In addition, investors are offered the
opportunity to subscribe for excess shares.

Subscription price
82 SEK per Share

IMPORTANT DATES

The record date for the right to

participate in the Rights Issue: 23 May 2016

Subscription period: 25 May - 7 June 2016

Trading in B Subscription Rights: 25 May - 2 June 2016

Trading in BTA Class B: 25 May - 10 June 2016

Announcement of outcome: on or about
13 June 2016
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Summary

SUMMARY

This summary contains specific disclosure requirements arranged into “items”. The items are numbered in the
sections A-E (A.1-E.7). This summary contains all the elements required to be included in a summary for the relevant
type of security and issuer. However, since certain items are not applicable for all types of prospectuses, there may
be gaps in the numbering sequence of the items. Although the inclusion of an item may be required in this type of
prospectus summary, the equivalent information may not always be available. In such cases, the information has been
replaced by a brief description of the element along with the statement “not applicable”.

Section A - Introduction and warnings

A.l1 Introduction and This summary should be read as an introduction to the Prospectus.
warnings Any decision to invest in Recipharm should be based on an assessment of the
Prospectus in its entirety by the investor, including documents incorporated by refer-
ence and any supplements to the Prospectus.

Where a claim relating to the information contained in the Prospectus is brought
before a court, the plaintiff investor may, under the national legislation of the member
states, have to bear the costs of translating the Prospectus before the legal proceed-
ings are initiated.

Under civil law, only those individuals who have produced the summary, including
translations thereof, may be enjoined, but only if the summary is misleading, incorrect
or inconsistent with the other parts of the Prospectus or if it does not, together with
other parts of the Prospectus, provide key information to help investors when consid-
ering whether to invest in Recipharm.

A.2 Consent for use of Not applicable. Recipharm does not consent to the use of the Prospectus by financial
the Prospectus intermediaries for subsequent trading or final placement of the Securities.

Avsnitt B - Emittent och eventuell garantigivare

B.1 Registered name Recipharm AB (publ), corporate registration number 556498-8425.
of the Company

B.2 Registered office Recipharm is a Swedish public limited liability company with its registered office in
and legal form Sweden (Stockholm County, Haninge Municipality). The Company’s corporate form is
regulated by the Swedish Companies Act.

B.3 Description of the Recipharm conducts manufacturing and development services on behalf of other phar-
Issuer’s operations maceutical companies. The manufacturing operations mainly comprise the produc-
tion of various forms of pharmaceuticals. The products manufactured by Recipharm
on behalf of its customers are primarily mature products that are not protected by
patents. The Company’s development services include the production of material for
clinical trials and the development of production methods.

As of 31 March 2016 Recipharm manufactured approximately 500 different products
and delivered these products to more than 330 customers. Recipharm generally does
not manufacture any active ingredients; normally such are supplied by the cus-
tomer or purchased by Recipharm together with other raw materials and packaging
materials.

/ 2 / Invitation to subscribe for shares in Recipharm AB (publ)
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B.4a Description of The global pharmaceutical industry is affected by a variety of factors, such as demo-
industry trends graphic growth, new treatment methods through technological advances, increased
access to healthcare, policy initiatives, regulatory changes, economic development
and more. Taken together, these factors have contributed to volume growth that has
been higher than growth measured at market value, resulting from increased con-
sumption of pharmaceuticals with larger percentages of generic drugs and greater
price pressure.

The pharmaceutical industry’s ongoing structural transformation, driven by shrink-
ing portfolios of patent-protected drugs and higher productivity in research and
development, means an increased need for improved cost efficiency. As a result,
pharmaceutical companies are turning to outsourcing solutions. The complexity of the
pharmaceutical industry’s processes is driving market players to increasingly look to
CDMO companies! for solutions, thus driving the growth of the CDMO market.

In the future, Big Pharma? is also expected to increasingly engage contract manufac-
turers for the production of newer, patented products.

B.5 Group Recipharm AB (publ) is the parent company in the Group, which comprises 38 directly
and indirectly owned subsidiaries and two branches, one in the UK and one in Norway.

B.6 Individuals The lowest threshold for reporting duty (so called “Flagging”) in Sweden is 5 percent
required to notify of the total number of shares or votes. The table below illustrates the largest five
their interest in the shareholders in Recipharm as of 30 April 2016 and subsequent changes known to the

Company, major Company.

shareholders and Lars Backsell owns approximately 12.9 percent of the capital and about 38.7 percent
control of the of the voting rights in Recipharm through a wholly owned company. Thomas Eldered
Company owns approximately 20.6 percent of the capital and about 41.1 percent of the voting

rights in Recipharm through a wholly owned company. Hence, Recipharm is controlled
by Lars Backsell and Thomas Eldered.

Number of shares Percentage held
Total number
Owner Series A Series B of shares Capital, % Votes, %
Thomas Eldered 6,342,858 3,858,690 10,201,548 20.6% 41.1%
Lars Backsell 6,342,858 33,717 6,376,575 12.9% 38.7%
Lannebo Fonder 6,494,393 6,494,393 13.1% 4.0%
Forsta AP-Fonden 3,220,953 3,220,953 6.5% 2.0%
Fjarde AP-Fonden 2,832,790 2,832,790 5.7% 1.7%

Other than as set out in the above table, Recipharm is not aware of any shareholders
which as a result of their shareholding in Recipharm are required to disclose their hold-
ings in Recipharm.

1 Contract Development and Manufacturing Organisation
2 Large corporations which are often active in the whole value chain including development, manufacturing, marketing and sales.

Invitation to subscribe for shares in Recipharm AB (publ) /3/
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B.7 Selected Recipharm'’s financial performance for the financial years 2013, 2014 and 2015 and for the period 1
historical financial January-31 March 2016 and the comparative period 1 January-31 March 2015 is presented below which has
. . been prepared according to IFRS, as adopted by EU. The financial information for the 2013, 2014 and 2015
information financial years is taken from the 2013, 2014 and 2015 annual reports, which have been audited, while the

information for the period January-March 2015 and 2016 is taken from the unaudited interim report for the
period January-March 2016 and is incorporated into the Prospectus by reference. Certain financial informa-
tion and other information presented in the Prospectus have been rounded to make it easily accessible to the
reader. Consequently the figures in certain columns do not exactly add up to the total amount specified.
Condensed consolidated income statement
Jan-Mar Jan-Mar
2016 2015 2015 2014 2013

SEK millions Unaudited Unaudited Audited Audited Audited
Net sales 972.9 873.2 3,389.4 2,569.3 2,124.6
Other 33.4 28.3 118.7 43.0 36.7
Total operating income 1,006.2 901.5 3,508.1 2,612.3 2,161.3
Raw materials and consumables -264.5 -231.6 -958.8 -703.9 -580.7
Other external costs -227.8 -195.6 -799.7 -588.7 -468.6
Employee benefits expense -359.1 -299.2 -1,176.1 -888.6 -806.6
Depreciation, amortisation and
impairment of assets -67.5 -57.6 -235.6 -127.2 -94.9
Other operating expenses -17.7 -17.1 -62.8 -32.0 -22.5
Profit/loss in associated entities -0.6 - -1.0 0.1 -
Operating profit 68.9 100.4 274.2 272.1 188.1
Net financial items -22.0 68.1 35.4 -56.1 -20.9
Profit before tax 46.9 168.5 309.6 216.1 167.1
Tax on profit for the period -22.1 -47.6 -94.6 -55.9 -72.7
Profit for the period 24.8 120.8 215.1 160.2 94.4
OTHER COMPREHENSIVE INCOME
Exchange gains/losses on translation
of foreign operations 14.8 -71.5 -96.1 65.2 14.5
Fair market value of financial instruments 0.2 -37.1 -39.9 42.1 -
Deferred taxes on items which may be
reclassified to profit or loss 0.0 8.2 8.8 -9.3 -
Total items that will not be reclassified
to profit or loss -4.2 -0.8 6.6 -24.9 -2.3
Comprehensive income for the period 35.6 19.6 94.5 233.4 106.6
Condensed consolidated balance sheet

31/03/2016 31/03/2015 31/12/2015 31/12/2014 31/12/2013
SEK millions Unaudited Unaudited Audited Audited Audited
ASSETS
Non-current assets
Intangible assets 2,712.8 2,362.0 2,271.2 2,469.2 362.2
Property, plant and equipment 1,610.9 1,056.9 1,446.3 1,051.9 451.9
Other non-current assets 167.6 112.6 153.4 93.4 56.4
Total non-current assets 4,491.3 3,531.5 3,870.9 3,614.6 870.5
Current assets
Inventories 733.6 583.3 641.8 590.8 413.1
Trade receivables 677.8 534.9 467.0 528.2 237.2
Tax receivables 39.9 39.2 52.7 36.8 34.1
Other receivables 98.5 71.6 59.5 33.9 14.5
Short-term investments - - - 137.3 -
Prepaid expenses and accrued income 90.7 70.2 70.6 57.5 50.9
Total current assets 1,640.5 1,229.2 1,291.6 1,384.6 749.8
Cash and cash equivalents 1,628.0 607.3 534.2 404.5 190.2
Total assets 7,759.9 5,438.0 5,696.7 5,403.7 1,810.5
EQUITY AND LIABILITIES
Equity 3,179.5 2,711.0 2,740.5 2,131.3 680.8
Non-current liabilities 3,753.5 2,079.8 2,260.9 2,136.4 533.3
Current liabilities 826.8 647.2 695.3 1,136.1 596.4
Total equity and liabilities 7,759.9 5,438.0 5,696.7 5,403.7 1,810.5
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B.7

Selected Condensed consolidated cash flow statement
historical financial Jan-Mar Jan-Mar
information, SEK millions Unaudited Unsuclied o Pt Audired
continued Cash flow from operating activities -60.5 148.4 428.8 254.2 179.6
Cash flow from investing activities -553.2 55.3 -420.5 -1,456.8 -104.1
Cash flow from financing activities 1,727.1 4.7 132.9 1,405.4 -59.9
Total cash flow for the year 1,113.5 208.4 141.1 202.8 15.6
Cash and cash equivalents at beginning of
period 534.2 404.5 404.5 190.2 179.2
Exchange differences -19.7 -5.6 -11.5 11.5 -4.6
Cash and cash equivalents at end of period 1,628.0 607.3 534.2 404.5 190.2
Segment information
Jan-Mar Jan-Mar
2016 2015 2015 2014 2013
SEK millions Unaudited Unaudited Audited Audited Audited
Net sales
Manufacturing Services - Sterile Liquids 367.9 233.3 956.8 713.1 556.7
External sales 362.1 231.9 941.6 707.2 549.4
Internal sales 5.8 1.4 15.2 5.9 7.3
Manufacturing Services - Solids & Others 462.4 461.7 1,832.5 1,578.1 1,467.0
External sales 432.4 421.6 1,690.7 1,463.9 1,403.2
Internal sales 30.0 40.1 141.8 114.2 63.8
Development & Technology 181.2 220.1 767.4 399.0 174.8
External sales 178.4 219.7 757.1 398.1 171.5
Internal sales 2.8 0.4 10.3 0.9 3.3
Eliminations and other -38.6 -41.9 -167.2 -121.0 -73.9
Total 972.9 873.2 3,389.4 2,569.3 2,124.6
EBITDA
Manufacturing Services - Sterile Liquids 69.0 66.0 220.7 157.7 140.2
Manufacturing Services - Solids & Others 59.5 29.2 117.4 199.0 145.9
Development & Technology 28.3 69.6 222.1 100.7 33.4
Other -20.4 -6.7 -50.3 -58.1 -36.5
Total 136.4 158.0 509.9 399.3 283.0
Invitation to subscribe for shares in Recipharm AB (publ) / 5/
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B.7

Selected

historical financial
information,
continued

Key figures

The table below includes certain key financial figures that are not defined according to IFRS, such as
“EBITDA”, “EBITDA margin” and “EBIT margin”. The Company believes these non-IFRS key financial figures
provide a better understanding of the Company’s economic trends. These financial figures have not, unless
stated otherwise, been audited and should not be evaluated on a stand-alone basis nor as an alternative

to key financial performance figures calculated in accordance with IFRS. Furthermore, these key financial
figures, as the Company has defined them, have not been compared to other key financial figures with
similar names used by other companies. The reasoning behind this is that the aforementioned key financial
figures are not always defined in the same way and other companies can calculate these figures in a different
fashion than the Company.

Jan-Mar Jan-Mar

2016 2015 2015 2014 2013
SEK millions Unaudited Unaudited Audited Audited Audited
KEY FIGURES DIRECTLY FROM
ACCOUNTS
Net sales 972.9 873.2 3,389.4 2,569.3 2,124.6
Operating profit (EBIT) 68.9 100.4 274.2 272.1 188.1
Profit before tax 46.1 168.5 309.6 216.1 167.1
Profit for the period 24.8 120.8 215.1 160.2 94.4
Basic earnings per share (SEK) 0.52 2.74 4.72 4.63 3.72
Diluted earnings per share (SEK) 0.52 2.74 4.72 4.13 3.66
Average number of basic shares (millions) 48.2 44.1 45.6 34.6 25.4
Average number of diluted shares
(millions) 48.2 44.1 45.7 39.7 26.1
Dividend per share - - 1.50 1.25 0
OTHER KEY RATIOS
EBITDA 136.4 158.0 509.8 399.3 283.0
EBITDA margin (%) 14.0 18.1 15.0 15.5 13.3
EBIT margin (%) 7.1 11.5 8.1 10.6 8.9
Net debt 1,510.2 937.3 1,182.9 1,163.7 409.8
Net debt/equity ratio 0.47 0.35 0.43 0.55 0.60
Operating capital 4,689.6 3,648.3 3,923.4 3,295.0 1,090.6
Return on operating capital (%) 5.8 12.3 7.6 12.4 17.6
Return on equity (%) 4.0 13.1 8.8 11.4 14.5
Equity/assets ratio (%) 40.8 49.9 48.1 39.4 37.6
Interest coverage ratio (%) 2.93 22.3 11.7 4.3 7.0
Share price (end of period) 152.0 183.0 126.5 134.5 -
Average number of employees 2,335 2,058 2,019 1,564 1,521

During the period 1 January — 31 March 2016 net sales increased by SEK 99.7 million compared to the period 1
January - 31 March 2015 and amounted to SEK 972.9 million, an increase of 11 percent. Adjusted for cur-
rency effects of SEK -5.0 million, the increase was 12 percent. The acquisitions of OT Chemistry AB (presently
Recipharm OT Chemistry AB) and Mitim S.r.l. contributed SEK 51 million. The sales, excluding acquisitions and
currency effects, increased by SEK 55 million corresponding to 6 percent. Profit after tax amounted to SEK
24.8 million for the first quarter of 2016, a decrease of SEK 96.0 million from SEK 120.8 million in the compar-
ative period, which was primarily related to the non-recurring financial capital gain of SEK 46.6 million from
the preceding year, lower operating profit and increased financial expenses. The Company’s equity amounted
to SEK 3,179.5 million on 31 March 2016, compared to SEK 2,711.0 million on 31 March 2015, an increase of
SEK 468.5 million. In addition to earnings and currency effects the increase was primarily due to a directed
new issue completed in January 2016 amounting to MSEK 271.5, an issue in kind amounting to MSEK 130.3 in
connection with the acquisition of Mitim S.r.I. in Italy on 24 February 2016.

In 2015 net sales increased by SEK 820.1 million to SEK 3,389.4 million for the full year, compared to
SEK 2,569.3 million during 2014, an increase of 31.9 percent. Currency effects affected net sales by SEK 45
million. The full-year effect of acquisitions made at the end of 2014 was SEK 869 million. The comprehensive
income for 2015 decreased by SEK 139.1 million to SEK 94.5 million, compared with SEK 233.4 million in
2014. Comprehensive income as a percentage of net sales was 2.8 percent, corresponding to a reduction
of 6.3 percentage points from 2014. Net profit for the year amounted to SEK 215 million in 2015, compared
with SEK 160 million in 2014, an increase of SEK 55 million. The increase was mainly due to the conversion
of convertible bonds that were issued as partial payment for the acquisition of Corvette Pharmaceutical
Services Group, Italy, on 1 October 2014.

In 2014 net sales were SEK 2,569.3 million, compared with SEK 2,124.4 million in 2013, an increase of SEK
445.2 million and 20.9 percent. The increase was largely due to acquisitions in Italy, Portugal and France
in the fourth quarter. Taking into account the above factors, comprehensive income for the period was
SEK 233.4 million in 2014, compared with SEK 106.6 million in 2013, an increase of SEK 126.8 million and
118.9 percent. Comprehensive income as a percentage of net sales was 9.1 percent, corresponding to an
increase of 4.1 percentage points from 2013. Net profit for the year amounted to SEK 160.2 million, com-
pared with SEK 94.4 million 2013, an increase of SEK 65.8 million. The Company’s equity amounted to SEK
2,131.3 million on 31 December 2014, compared to SEK 680.8 million on 31 December 2013, an increase of
SEK 1,450.5 million. The increase was mainly due to the new issue of shares in connection with the initial
public offering amounting to MSEK 777.6, a conversion of convertible bonds to the employees amounting
to SEK 38.3 million, and a new issue amounting to MSEK 400.2 million in connection with the acquisition of
Lusomedicamenta Sociedade Técnica Farmacéutica on 1 November 2014.

Invitation to subscribe for shares in Recipharm AB (publ)
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B.8 Pro forma financial In connection with the planned acquisition of Kemwell’s operations in Sweden, the US and India, the Board of
statements Directors has resolved, based on the authorisation from the Extraordinary General Meeting, to issue shares

as part of a preferential rights issue. Recipharm has recently implemented additional acquisitions, in part
the acquisition on 24 February 2016 of Mitim S.r.l. in Italy and in part the acquisition on 11 April 2016 of Nitin
Lifesciences Ltd. in India. To give a clearer account of the Group, after the acquisitions, a pro forma analysis
has been conducted. The pro forma financial statements describe a hypothetical situation and have been
prepared for illustrative purposes and thus are not intended to describe Recipharm'’s actual financial position
or earnings. The pro forma financial statements are not representative of Recipharm’s future financial pos-
ition or earnings. Investors are urged not to rely on the pro forma financial statements. The acquisition of

Kemwell Biopharma Private Ltd’s operations in India is not included in the pro forma below.

Financial Statements
The pro forma financial statements are shown below.

Pro forma income statement 2015

Kemwell

Sweden &
SEK millions Recipharm Mitim Nitin USA Total
Net sales 3,389.4 452.9 390.7 462.5 4,695.5
Other operating income 118.7 20.4 5.6 14.9 159.5
Total operating incomes 3,508.1 473.3 396.2 477.4 4,855.0
Raw materials and consumables -958.8 -210.4 -255.2 -115.0 -1,539.3
Other external costs -799.7 -87.0 -28.4 -129.9 -1,045.0
Employee benefits expense -1,176.1 -92.5 -17.5 -189.5 -1,475.6
Depreciation/amortisation and impairment
of assets -235.6 -44.3 -45.4 -45.3 -370.6
Other operating expenses -62.8 =122 = -0.2 -64.2
Share in associated company profits -1.0 - - - -1.0
Operating profit/loss 274.2 37.8 49.9 -2.5 359.4
Net financial items 35.4 -10.3 =ilil,il -4.0 10.1
Profit/loss before tax 309.6 27.6 38.8 -6.4 369.4
Tax on profit/loss for the year -94.6 -10.0 -7.6 -2.5 -114.7
Profit/loss for the year 215.1 17.6 31.2 -9.0 254.7
The following adjustments to the balance sheet were made as per 31 December 2015.
Pro forma balance sheet Dec 31 2015

Kemwell

Sweden &
SEK millions Recipharm Mitim Nitin USA Total
ASSETS
Intangible assets 2,271.2 442.1 833.5 590.4 4,137.1
Property. plant and equipment 1,446.3 152.2 90.6 98.2 1,787.3
Other non-current assets 153.4 0.0 0.6 1.1 155.1
Total non-current assets 3,870.9 594.3 924.7 689.6 6,079.6
Inventories 641.8 61.2 38.7 73.6 815.4
Trade receivables 467.0 115.3 49.0 36.8 668.1
Tax receivables 0.1 = 0.2 0.3
Other receivables 112.2 33.6 7.1 0.8 153.7
Current investments - = = = -
Prepaid expenses and accrued income 70.6 9.4 0.3 4.3 84.6
Total current assets 1,291.6 219.7 95.0 115.8 1,722.0
Cash in hand and at bank 534.2 -46.9 26.8 -154.1 360.0
TOTAL ASSETS 5,696.7 767.1 1,046.5 651.3 8,161.6
EQUITY AND LIABILITIES
Equity 2,740.5 - 42.4 429.6 3,212.5
Non-current liabilities 2,260.9 639.9 954.2 145.8 4,000.9
Current liabilities 695.3 127.2 49.9 75.8 948.1
TOTAL EQUITY AND LIABILITIES 5,696.7 767.1 1,046.5 651.3 8,161.6
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B.8

Pro forma financial

statements,
continued

Details regarding pro forma adjustments per acquisition are presented below.

Pro forma income statement 2015

Mitim Nitin Kemwell Sweden & USA
Swedish
IFRS Other IFRS Other GAAP IFRS Other
Italian adjust- adjust- Indian adjust- adjust- and US adjust- adjust-
SEK million GAAP ments ments Total GAAP ments ments Total GAAP ments ments Total
Net sales 448.2 4.7+ - 4529 390.4 = 0.37  390.7 462.5 = - 4625
Other
operating income 25.1 -4.7¢ = 20.4 8.1 = =2 5.6 14.9 = = 14.9
Total
operating income 473.3 0.0 0.0 473.3 398.5 0.0 -2.2 396.3 477.4 0.0 0.0 477.4
Raw materials and
consumables -210.4 = - -210.4 -255.2 = — -255.2 QeI = -5 -115.0
Other external costs -85.2 = -1.8° -87.0 -24.6 = -3.8° -28.4  -126.0 = IUEC =P
Employee benefits
expense -92.5 = =  Lp5 =175 = = =175 -194.1 - 4.6 -189.5
Depreciation/
amortisation and
impairment of assets =il 0.92 -13.7° -44.3 =il7.2) - -27.5° -45.4 ESEIC) 20 SIGEE A5
Other
operating expenses -1.2 - - -1.2 = - - - -0.2 = = -0.2
Share in associated
company profits = = = = = = = = = = = =
Operating profit/loss 52.4 0.9 -155 37.8 83.3 0.0 -33.5 49.9 8.2 2.0 -12.7 S255]
Net financial items -2.6 = /& =g 0.0 = <ililise el slilail A e -4.0
Profit/loss before tax 49.8 0.9 -23.1 27.6 83.3 - -445 38.8 -2.9 28.0 -31.5 -6.4
Tax on profit/loss
for the year -16.1 =0.22 6.3° -10.0 -17.8 =108 11.2° -7.6 -0.5 -6.41011 4.34 =205
Profit/loss for the year 33.7 0.6 -16.8 17.6 65.5 -1.0 -33.4 31.27 -3.3 21.6 -27.2 -9.0

Mitim

* Adjustments relate to reclassification of revenue from other operating income to net sales as per the Recipharm
Group's definition of revenues.

Reversal of straight line depreciation of goodwill (SEK 0.9 million). Tax effect (SEK 0.2 million) calculated based on
estimated tax rate of 34 percent.

Improvement costs of leased property (SEK 2.0 million), accounted for as an intangible asset according to Italian GAAP
and as a tangible asset according to IFRS.

Loan from previous owner (SEK 46.9 million) repaid by Recipharm in connection with the acquisition, adjusted against
cash and cash equivalents.

Acquisition elimination, in the absence of a completed PPA the allocation of surplus values have been estimated, 50
percent allocated to intangible assets with a predetermined depreciation schedule (SEK 183.5 million) with deferred tax
liability estimated based on the local tax rate (36 percent and SEK 62.4 million) and the remaining balance allocated

to intangible assets without a predetermined depreciation schedule (goodwill, SEK 245.9 million). Depreciation for the
year of surplus values (SEK 13.7 million) has been estimated based on an economic lifetime of 15 years. The acquisition
has been financed through a loan (SEK 496.8 million) with an annual interest cost estimated at SEK 7.5 million. As the
loan has been drawn from an existing loan facility, the current interest rate of 1.5 percent on the existing loan facility
has been applied. Acquisition costs amount to SEK 1.8 million. Tax effects on interest costs of SEK 1.6 million have been
estimated based on the parent company’s tax rate.

Nitin

¢ IFRS adjustment relates to deferred tax assigned to tangible assets.

7 Pro forma adjustment relates to reclassification of revenue from performed development services from other operating
income to net sales in accordance with Recipharm’s definition of revenue, SEK 0.3 million.

Pro forma adjustment relates to reclassification of interest income from other operating income to net financial items,
SEK 2.1 million.

Acquisition elimination, in the absence of a completed PPA the allocation of surplus values have been estimated, 50
percent allocated to intangible assets with a predetermined depreciation schedule (SEK 362.4 million) with deferred
tax liability estimated based on local tax rate (30 percent and SEK 108.7 million) while the remaining balance allocated
to intangible assets without a predetermined depreciation schedule (goodwill, SEK 471.1 million). Depreciation for the
year on surplus values (SEK 27.5 million) has been estimated based on an economic lifetime of 15 years. The acquisi-
tion has been financed with debt (SEK 845.5 million) with an annual interest cost estimated at SEK 12.7 million. As the
loan has been drawn from an existing loan facility, the current interest rate of 1.5 percent on the existing loan facility
has been applied. Acquisition costs amount to SEK 3.8 million. Tax effects on interest costs of SEK 2.8 million have
been estimated based on the parent company’s tax rate. The acquisition includes 74 percent of the shares outstand-
ing in Nitin Lifesciences Ltd., thus creating a minority shareholding for the acquisition. Profit for the period related to
holdings without controlling interest amounts to SEK 16.8 million and has been calculated on the profit for the period
according to local accounting principles and IFRS adjustment. Equity related to holdings without controlling interests
amounts to SEK 42.4 million. Holdings without controlling interests are not valued at real value.

Kemwell Sweden and US

10 Reversal of straight line depreciation of goodwill (SEK 2.0 million). Tax effect (SEK 0.7 million) calculated based on
estimated tax rate for Kemwell US of 36 percent.

IFRS adjustment relating to reclassification of accelerated depreciation of tangible assets, in the income statement of
SEK 26 million (deferred tax effect of SEK 5.7 million) and in the balance sheet SEK 54 million.

Costs relating to personnel expenses which, after acquisitions, will be billed to a third party, SEK 0.9 million adjusted
from other operating expenses and SEK 4.6 million from employee benefit expenses.

Reclassification of prepaid revenue in Kemwell SE, attributable to investments in tangible assets, accounted for
according to local GAAP as financial income (SEK 3.5 million), is adjusted to meet depreciation expenses. Remaining
provisions are reclassified (SEK 12.1 million from non-current liabilities, SEK 0.8 million from current liabilities) and
reduces the value of tangible assets (SEK 12.9 million).

Acquisition elimination, in the absence of a completed PPA the allocation of surplus values have been estimated, 50
percent allocated to intangible assets with a predetermined depreciation schedule (SEK 279.7 million) with deferred
tax liability estimated based on local tax rate (22 percent and 36 percent, in total SEK 71.7 million) while the remaining
balance allocated to intangible assets without a predetermined depreciation schedule (goodwill, SEK 350.9 million).
Depreciation for the year on surplus values (SEK 16.8 million) has been estimated based on an economic lifetime of

15 years. The acquisition has been financed through the issuance of shares (SEK 429.6 million) and with existing cash
(SEK 163.4 million). Acquisition costs amount to SEK 4.9 million.

2015 accounts include non-recurring costs of SEK 14.0 million, whereof SEK 7 million in scrap costs and SEK 5 million in
personnel costs.

Reversal of a debt item accounted for in Kemwell USA’s local accounts related to an earn out which was accounted for in
connection with the previous owner’s acquisition of the company, SEK 15.3 million.
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B.8 Pro forma financial Details regarding pro forma adjustments per acquisition are presented below.
statements,
. Pro forma balance sheet Dec 31 2015
continued
Mitim Nitin Kemwell Sweden & USA
Swedish
IFRS  Other IFRS  Other GAAP  IFRS  Other
- Italian adjust- adjust- Indian adjust- adjust- and US adjust- adjust-
SEK millions GAAP ments  ments Total GAAP ments ments Total GAAP ments ments Total
ASSETS
Intangible assets 14.6 -2.0° 429.5° 442.1 = - 833.5° 833.5 8.7 - 570.7%% 590.4
Property, plant and
equipment 150.2 2.0° - 152.2 90.6 = = 90.6 111.1 = =i2E= 98.2
Other non-current
assets = = = = 0.6 = = 0.6 1.1 = = 1.1
Total non-current
assets 164.8 0.0 429.5 594.3 91.2 0.0 833.5 924.7 131.9 0.0 557.8 689.6
Inventories 61.2 = = 61.2 38.7 = = 38.7 73.6 = = 73.6
Trade receivables ilil5.g = = i3 49.0 = = 49.0 36.8 = = 36.8
Tax receivables 0.1 = = 0.1 = = = = 0.2 = = 0.2
Other receivables 33.6 - - 33.6 7.1 - - 7.1 0.8 - - 0.8
Current investments = = = = = = = = = = = =
Prepaid expenses and
accrued income 9.4 = = 9.4 .3 = = 0.3 4.3 = = 4.3
Total current assets 219.7 0.0 0.0 219.7 95.0 0.0 0.0 95.0 115.8 0.0 0.0 115.8
Cash in hand
and at bank = - -46.95 -46.9 26.8 = = 26.8 9.3 - -163.4% -154.1
TOTAL ASSETS 384.5 0.0 382.6 767.1 213.0 0.0 833.5 1,046.5 257.0 0.0 394.3 651.3
EQUITY AND
LIABILITIES
Equity 129.8 = =il P = 163.1 = =120, 77 42.4 33.6 54.0' 342.1% 429.6
Non-current liabilities 127.6 - 512.35 639.9 = - 954.2° 954.2 146.8 -54.0* 53.1* 145.8
Current liabilities 127.1 = - 127.2 49.9 = = 49.9 76.6 - -0.8t 7548
Total equity
and liabilities 384.5 0.0 382.6 767.1 213.0 0.0 833.5 1,046.5 257.0 0.0 394.3 651.3
Mitim

Adjustments relate to reclassification of revenue from other operating income to net sales as per the Recipharm Group’s

definition of revenues.

Reversal of straight line depreciation of goodwill (SEK 0.9 million). Tax effect (SEK 0.2 million) calculated based on estimated

tax rate of 34 percent.

Improvement costs of leased property (SEK 2.0 million), accounted for as an intangible asset according to Italian GAAP and

as a tangible asset according to IFRS.

Loan from previous owner (SEK 46.9 million) repaid by Recipharm in connection with the acquisition, adjusted against cash

and cash equivalents.

Acquisition elimination, in the absence of a completed PPA the allocation of surplus values have been estimated, 50 percent

allocated to intangible assets with a predetermined depreciation schedule (SEK 183.5 million) with deferred tax liability

estimated based on the local tax rate (36 percent and SEK 62.4 million) and the remaining balance allocated to intan-

gible assets without a predetermined depreciation schedule (goodwill, SEK 245.9 million). Depreciation for the year of

surplus values (SEK 13.7 million) has been estimated based on an economic lifetime of 15 years. The acquisition has been

financed through a loan (SEK 496.8 million) with an annual interest cost estimated at SEK 7.5 million. As the loan has been
drawn from an existing loan facility, the current interest rate of 1.5 percent on the existing loan facility has been applied.

Acquisition costs amount to SEK 1.8 million. Tax effects on interest costs of SEK 1.6 million have been estimated based on

the parent company’s tax rate.

Nitin

IFRS adjustment relates to deferred tax assigned to tangible assets.

Pro forma adjustment relates to reclassification of revenue from performed development services from other operating

income to net sales in accordance with Recipharm’s definition of revenue, SEK 0.3 million.

Pro forma adjustment relates to reclassification of interest income from other operating income to net financial items, SEK

2.1 million.

Acquisition elimination, in the absence of a completed PPA the allocation of surplus values have been estimated, 50 percent

allocated to intangible assets with a predetermined depreciation schedule (SEK 362.4 million) with deferred tax liability estim-

ated based on local tax rate (30 percent and SEK 108.7 million) while the remaining balance allocated to intangible assets
without a predetermined depreciation schedule (goodwill, SEK 471.1 million). Depreciation for the year on surplus values (SEK

27.5 million) has been estimated based on an economic lifetime of 15 years. The acquisition has been financed with debt (SEK

845.5 million) with an annual interest cost estimated at SEK 12.7 million. As the loan has been drawn from an existing loan

facility, the current interest rate of 1.5 percent on the existing loan facility has been applied. Acquisition costs amount to SEK

3.8 million. Tax effects on interest costs of SEK 2.8 million have been estimated based on the parent company’s tax rate. The

acquisition includes 74 percent of the shares outstanding in Nitin, thus creating a minority shareholding for the acquisition.

Profit for the period related to holdings without controlling interest amounts to SEK 16.8 million and has been calculated on

the profit for the period according to local accounting principles and IFRS adjustment. Equity related to holdings without

controlling interests amounts to SEK 42.4 million. Holdings without controlling interests are not valued at real value.

Kemwell Sweden and US

10 Reversal of straight line depreciation of goodwill (SEK 2.0 million). Tax effect (SEK 0.7 million) calculated based on estimated
tax rate for Kemwell US of 36 percent.

11 IFRS adjustment relating to reclassification of accelerated depreciation of tangible assets, in the income statement of SEK
26 million (deferred tax effect of SEK 5.7 million) and in the balance sheet SEK 54 million.

12 Costs relating to personnel expenses which, after acquisitions, will be billed to a third party, SEK 0.9 million adjusted from
other operating expenses and SEK 4.6 million from employee benefit expenses.

13 Reclassification of prepaid revenue in Kemwell SE, attributable to investments in tangible assets, accounted for according
to local GAAP as financial income (SEK 3.5 million), is adjusted to meet depreciation expenses. Remaining provisions are
reclassified (SEK 12.1 million from non-current liabilities, SEK 0.8 million from current liabilities) and reduces the value of
tangible assets (SEK 12.9 million).

14 Acquisition elimination, in the absence of a completed PPA the allocation of surplus values have been estimated, 50 percent
allocated to intangible assets with a predetermined depreciation schedule (SEK 279.7 million) with deferred tax liability
estimated based on local tax rate (22 percent and 36 percent, in total SEK 71.7 million) while the remaining balance alloc-
ated to intangible assets without a predetermined depreciation schedule (goodwill, SEK 350.9 million). Depreciation for the
year on surplus values (SEK 16.8 million) has been estimated based on an economic lifetime of 15 years. The acquisition
has been financed through the issuance of shares (SEK 429.6 million) and with existing cash (SEK 163.4 million). Acquisition
costs amount to SEK 4.9 million.

152015 accounts include non-recurring costs of SEK 14.0 million, whereof SEK 7 million in scrap costs and SEK 5 million in
personnel costs.

6 Reversal of a debt item accounted for in Kemwell USA’s local accounts related to an earn out which was accounted for in

connection with the previous owner’s acquisition of the company, SEK 15.3 million.
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B.9 Earnings forecast Not applicable. Recipharm does not submit earnings forecasts.

B.10 Remarks in the Not applicable. No remarks have been submitted.
audit report

B.11 Insufficient Recipharm believes that its existing working capital is insufficient to meet its needs
working capital during the coming twelve month period given its current credit facilities.

On 18 April 2016, Recipharm announced that it had entered into two separate agree-
ments to acquire pharmaceutical CDMO-businesses from Kemwell. The first acquis-
ition, comprising Cirrus Pharmaceuticals Inc. with operations in the US and Kemwel
AB with operations in Sweden, is expected to be finalised during the second quarter of
2016. The acquisition is subject to review by the Swedish Competition Authority and
to third-party confirmation regarding certain undertakings. The condition concerning
review by the Swedish Competition Authority has been fulfilled. As at the date of this
Prospectus, the condition relating to third-party confirmation of certain undertakings
has not yet been fulfilled. If this condition has not been met by 30 June 2016, or such
later date agreed by the parties, the acquisition agreement will lapse entailing that
the acquisition of Kemwell AB and Cirrus Pharmaceuticals Inc. will not take place.
Recipharm however has the right to waive the relevant condition and to thereby
procure that the acquisitions are made. The second acquisition, comprising Kemwell
Biopharma Private Ltd’s pharmaceutical operation in India, is conditional on govern-
mental approval and expected to close before the end of the year.

The acquisition of Cirrus Pharmaceuticals Inc. and Kemwell AB is financed with
available funds, existing credit facilities, as well as an issue in kind of Class B shares
in Recipharm corresponding to a value of USD 55 million (SEK 453 million?), to the
sellers of shares in Kemwell AB (the “Payment In-Kind Share Issue”). The acquisition
of Kemwell Biopharma Private Ltd’s pharmaceutical operations in India is financed
with available funds, existing credit facilities, a directed share issue of approximately
SEK 51 million (the “Directed Share Issue”) to the sellers of Kemwell AB, as well as the
Offering according to this Prospectus, which is expected to raise approximately SEK
793 million after transaction costs to the Company.

If the Offering is not successful, the available credit facilities and cash flow from
operating activities will not be sufficient to provide the Company with the cash and
cash equivalents required to pay the purchase consideration of approximately USD
120 million (corresponding to approximately SEK 988! million) for the acquisition of
the operations in India according to the above when it falls due for payment, which
the Company expects to occur before the end of 2016. If the Offering does not raise
additional financing for the Company, the Company expects its financing requirement
at year-end 2016 to amount to approximately SEK 750 million.

Recipharm’s two main shareholders, Flerie Participation AB, which is controlled
by Recipharm’s CEO, Thomas Eldered and Cajelo Invest AB, which is controlled by
Recipharm’s Chairman of the Board, Lars Backsell, who control 20.6 and 12.9 percent
of the shares capital, respectively, and 41.1 and 38.7 percent of the votes, respect-
ively, have committed to subscribe for their respective pro rata shares of the Offering.
The sellers of Kemwell AB, Kemfin Holdings Private Ltd and the Minority Seller, have
undertaken to subscribe for class B shares in Recipharm pursuant to the Directed
Share Issue. These subscription undertakings have been signed, but have not been
guaranteed by a bank or another external party.

Recipharm’s assessment is that the Offering of approximately SEK 805 million before
issue expenses, combined with the Company’s cash flow from operating activities and
the proceeds from the Directed Share Issue, will give the Company sufficient work-
ing capital to cover its requirements for the coming 12 months. In the event that the
Offering is not successfully executed, the Company will consider alternative solutions
to ensure the Company’s long-term financing, such as renegotiating its current bank
financing, raising bond loans, issuing convertibles or conducting additional new share
issues, with or without preferential rights for the Company’s shareholders.

Section C - Securities

C.1 Type of securities The Offering comprises Class A and Class B shares in Recipharm with the ISIN
SE0002834689 and ISIN SE0005757267, respectively.

C.2 Currency The shares are denominated in SEK.

1 USD/SEK exchange rate of 8.2325.
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C.3

Issued shares

As of the date of this Prospectus, Recipharm’s registered share capital amounts to
SEK 24,807,490, distributed as follows: 12,685,716 Class A shares, 36,429,264 Class B
shares and 500,000 Class D shares, each with a par value of SEK 0.50.

C.4

Rights associated
with the Securities

Each Class B share entitles the holder to one (1) vote. Each Class A share entitles the
holder to ten (10) votes.

All Class B shares that are subject to trading are freely transferable and carry equal
rights to the Company’s assets, profit, dividends and any surplus in the event of
liquidation.

The shareholders have preferential rights when it comes to the subscription of new
shares, warrants and convertibles, provided that a general meeting of shareholders,
or the Board of Directors following authorisation by a general meeting of shareholders,
does not decide to conduct a non-cash issue or new issue disapplying the sharehold-
ers’ preferential rights.

C.5

Potential limita-
tions on transfer

Class B shares are freely transferable.
Class A shares are subject to a pre-emption clause according to the Company’s
Articles of Association.

C.6

Securities trading

Class B shares are admitted for trading on Nasdaq Stockholm Midcap, under the “RECI
B” ticker. Trading in the new Class B shares is expected to start on or about 16 June
2016.

Class A shares are not subject to trading and will not be traded on any marketplace.

C.7

Dividend policy

Recipharm’s dividend policy stipulates that dividends are to be based on the Group’s
earnings trend, taking into consideration future development opportunities and the
financial position. The long-term goal is to distribute 30-50 percent of profit after tax
for the preceding financial year.

Section D - Risks

D.1

Main risks related
to Recipharm and
the industry

Ownership of shares is always associated with risk. A number of factors could have a
negative impact on the Company’s business, earnings and financial position or cause
the value of the Company’s shares to decline. These risks primarily include:

e The risk that Recipharm’s business could be impacted negatively by trends in the
global pharmaceutical market; if Recipharm fails to adapt to trends in the global
pharmaceutical market, this could have a negative impact on Recipharm’s business,
earnings and financial position.

The risk that Recipharm’s business could be impacted negatively by increased com-
petition or a technology shift in the market; if Recipharm is forced to lower its prices
due to increased competition, or the Company is unable to compete successfully,
this could have a negative impact on Recipharm’s business, earnings and financial
position.

Dependence on individual customers. If any of Recipharm’s key customers were to
change suppliers, this would have a negative impact on Recipharm’s business, earn-
ings and financial position.

The risk that acquisitions may not be completed successfully and that the financing
of acquisitions could render the Company financially exposed, which would have a
negative impact on Recipharm’s business, earnings and financial position, and the
risk that Recipharm may be unable to identify and complete acquisitions, which could
have a negative impact on Recipharm’s future growth.

The risk that Recipharm’s acquisitions could lead to disruptions in its business and
a weakened financial position. The completion of an acquisition and integration of a
business could result in unforeseen operational difficulties and expenses, including
the risk of known or unknown risks associated with acquired businesses not being
handled adequately or the risk that the value of acquired assets may need to be
impaired. The aforementioned factors could have a material impact on Recipharm’s
business, earnings and financial position.

The risk that Recipharm'’s global operations could be affected by economic, political and
regulatory risks, which could have a negative impact on Recipharm’s future growth.

The risk that Recipharm could incur costs related to product liability and other liab-
ility risks associated with the development, manufacture and marketing of products
developed or produced by Recipharm, which could have a negative impact on
Recipharm’s business, earnings and financial position.
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D.1 Main risks related
to Recipharm
and the industry,
continued

Failed quality control could adversely impact operations and lead to government
agency intervention. If Recipharm is unable to resolve quality and safety problems
in the right way and at the right time, this could result in negative publicity and
damaged customer confidence, which could have a significant adverse impact on
Recipharm’s business, earnings and financial position.

The risk of downtime, contamination or disruptions in the production process. If any
of the aforementioned risks were to materialise, the consequences could include
delays, production shortages, unforeseen costs, damaged customer relationships,
compensation to customers for missing or incorrect deliveries, time losses and costs
related to investigations, lost revenue and damage to Recipharm’s reputation.

The risk that changes to pharmaceutical-related payment systems could adversely
affect Recipharm’s customers, which could have a material adverse impact on
Recipharm’s business, earnings and financial position.

Recipharm is highly dependent on the knowledge, experience and dedication of its
management, Board and other key individuals. The loss of key individuals and/or
failure to attract and retain qualified employees could have a negative impact on
Recipharm’s business, earnings and financial position.

The risk that failure to comply with existing and future regulatory requirements
could have a negative impact on Recipharm’s earnings and financial position. The
pharmaceutical industry is subject to extensive regulation and non-compliance or
failure to maintain, renew and obtain necessary permits and licenses could have a
material adverse impact on Recipharm’s business, earnings and financial position.

The risk that Recipharm’s and/or Recipharm’s customers’ protection of intellectual
property rights could be insufficient or that an infringement could occur, or the risk
that Recipharm or its customers could infringe third-party intellectual property
rights. If any of the aforementioned risks were to materialise, this could, directly or
indirectly, have a material adverse impact on Recipharm’s business, earnings and
financial position.

Risks related to environmental, health and safety regulation, including the risk that
the Company could be subject to sanctions if it is unable to meet the requirements
imposed on the Company’s operations, which could have a negative impact on
Recipharm’s business, earnings and financial position.

The risk that Recipharm’s IT systems could be subject to cyber attacks and/or data
leaks; although Recipharm has taken steps to protect itself against cyber attacks
and to protect its IT systems, there are no guarantees that this will prevent IT sys-
tem breakdowns or other attacks directed at Recipharm’s IT systems, which could
result in significant negative consequences for Recipharm’s reputation, business,
earnings or financial position.

The risk that the terms and conditions of Recipharm’s financing arrangements could
limit its commercial and financial flexibility due to undertakings (covenants) in agree-
ments and other debt related instruments, and the risk that Recipharm could breach
the terms and conditions of its loan agreements, which could result in requirements
for renegotiation or termination of the loans. If any of the aforementioned risks were
to materialise, this could, directly or indirectly, have a material adverse impact on
Recipharm’s growth, business, earnings and financial position.

The risk that the Company may not gain access to necessary financing. If Recipharm
does not gain access to financing on terms acceptable to Recipharm, this could have
a negative impact on Recipharm'’s business, financial position and earnings, spe-
cifically including the risk that Recipharm may not be able to implement desirable
acquisitions or structural changes.
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D.3

Main risks related
to the securities

Investments in securities are associated with risks. Such risks could cause the price of
the Company’s shares to decline significantly and investors could lose all or part of the
value of their invested capital.

The main risks pertaining to Recipharm’s securities include:

e The risk that the Offering may not be fully subscribed, and the risk that the share-
holders who, through subscription commitments, have undertaken to subscribe
their pro rata portion in the Offering do not comply with their undertakings. If the
Offering is not fully subscribed, or if shareholders who have undertaken to subscribe
their pro rata portion or if the parties which have undertaken to subscribe in the
Directed Share Issue, do not fulfil their undertakings, this could adversely affect
Recipharm’s possibility to raise SEK 856 million before transaction costs through the
preferential rights issue and the Directed Share Issue.

e The risk that sufficiently active and liquid trading in the series B Subscription Rights
and series B BTAs may not develop, and the risk that the price of the series B
Subscription Rights and series B BTAs could be adversely affected by causes attrib-
utable to Recipharm as well as a general decline in the stock market.

e The risk that the interests of the Principal Shareholders may conflict with those of
the other shareholders, which could have a negative impact on the share price.

e The risk that the future sale of shares in the Company could adversely impact the
price of the shares, or that future new share issues in the Company could result in
the investors being subject to dilution.

Section E - The Offering

E.1 Income and The Offering is expected to raise a maximum of approximately SEK 805 million for
expenses pertain- Recipharm before issue expenses. Deductions will be made from the issue proceeds
ing to the Offering for issue expenses, which are expected to amount to approximately SEK 12 million.

E.2a Motives for the Recipharm announced on 18 April 2016, that the Company had signed two separate

Offering

agreements to acquire Kemwell’s pharmaceutical CDMO businesses. The first acquis-
ition comprises Cirrus Pharmaceuticals Inc. with operations in the US, with services
including development of inhalation, liquid, semi-solid, solid and parenteral products
with emphasis on early formulation work as well as development of analytical methods
and testing, and Kemwell AB in Sweden, with services primarily including manufactur-
ing of APIs, solids and semi-solid formulations. The sellers are Kemfin Holdings Private
Ltd., and in relation to Kemwell AB, the Minority Seller. The acquisition is expected

to be finalised during the second quarter of 2016. The second acquisition comprises
Kemwell Biopharma Private Ltd’s pharmaceutical operations in India. The operations
include both development services as well as commercial manufacturing of solid,
semi-solid, liquid and topical dose products. The customers are located in India as
well as in Europe and the United States. These acquisitions are a step in Recipharm’s
growth strategy with a focus on emerging markets and establishing a position on the
pharmaceutical market in the United States. After completion of the acquisitions,
Recipharm will become a global player in services for the pharmaceutical industry.
Technology-wise, the acquisition of the Indian business complements the operations
in sterile injection solutions in the newly acquired Indian company Nitin Lifesciences
Ltd. Recipharm thus reinforces its position on the growing market in India and creates
additional opportunities for growth, both on the Indian market and through exports
from India to North America and Europe, as well as to emerging markets in Asia and
Africa.

The purpose of the Offering is that the net proceeds from the Offering of approxim-
ately SEK 793 million, together with available funds, existing credit facilities and the
proceeds from the Directed Share Issue, will be used to finance the purchase price for
the acquisition of Kemwell Biopharma Private Ltd’s pharmaceutical operations in India
described above. The acquisition of Cirrus Pharmaceuticals Inc. and Kemwell AB will be
financed with available funds, existing credit facilities and the Payment In-Kind Share
Issue of USD 55 million.
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E.3

Conditions for
the Offering

General
The issue comprises a maximum of 2,537,143 Class A shares and a maximum of
7,273,924 Class B shares.

Any person who on the record date of 23 May 2016 is registered as a shareholder in
the share register maintained by Euroclear Sweden AB (“Euroclear”) on Recipharm’s
behalf will have a first priority preferential right to subscribe for new Shares of the
same class.

For this purpose, persons who are registered as Recipharm shareholders on the
record date will receive one (1) Class A Subscription Rights for each Class A Recipharm
share held and one (1) Class B Subscription Rights for each Class B Recipharm share
held. The Subscription Rights entitle the holder to first priority preferential rights to
subscribe for new shares, whereby five (5) Class A and Class B Subscription Rights
provide entitlement to subscribe for five (5) new Class A and B Shares, respectively.

Subscription price
The new shares are to be issued at a price of SEK 82 per new share, regardless of
share class. No commission will be charged.

Subscription period

The subscription period for new Shares will take place during the period from and
including 25 May 2016 until 5:00 p.m. CET on 7 June 2016. The Board of Directors of
Recipharm reserves the right to extend the subscription period, in which case such
information will be announced in a press release.

Trading in Subscription Rights

Subscription Rights for Class B shares will be traded on Nasdaq Stockholm during the
period from and including 25 May 2016 up to and including 2 June 2016. Subscription
Rights for Class A will not be traded.

Allotment of shares subscribed for with second priority preferential rights and
without preferential rights

Shares not subscribed for with first priority preferential rights will be offered to sharehold-
ers who have subscribed for shares on the basis of second priority preferential rights.

Shares that are not subscribed for with first priority or second priority preferential rights
will be offered to other persons who applied for subscription for shares in the Offering
and, if these cannot obtain full allotment, in relation to the number of shares that each
person applied for subscription of and, if this is not possible, by drawing of lots.

A settlement note will be sent as confirmation of any allotment on or about 13 June
2016.

Settlement date

The estimated settlement date for shares subscribed on the basis of second priority
preferential rights and shares subscribed without preferential rights is on or about 16
June 2016.

E.4

Material and
conflicting
interests

DNB, Handelsbanken and Swedbank are Joint Lead Managers of the Offering. The
Joint Lead Managers provide financial counselling and other services to Recipharm and
the Principal Shareholders in connection with the Offering. The Joint Lead Managers
receive predetermined remuneration for their services. DNB, Handelsbanken and
Swedbank are also lenders to Recipharm AB. Apart from the aforementioned interests,
none of the advisors has any shareholding, or any other financial interests, in
Recipharm.

The Pricipal Shareholders, which jointly hold 79.8 of the voting rights and 33.4 of the
capital of Recipharm, have independently undertaken to subscribe for shares in the
Offering, in a combined amount corresponding to subscription payment of SEK 272
million, which is equal to approximately 33.8 percent of the Offering.
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E.5 The Selling
Shareholders
/ Lock-up
agreements

Certain Class B shares in Recipharm are subject to a lock-up period. The most signific-
ant lock-up periods are presented below:

e In connection with the IPO on 3 April 2014, Lars Backsell and Thomas Eldered
undertook not to sell or otherwise transfer their shareholdings in Recipharm during a
certain period after the shares were admitted to trading on Nasdaq Stockholm. Lars
Backsell’s lock-up period of 18 months has expired, while Thomas Eldered’s lock-up
period of 36 months is still applicable. The restriction on transfer of shares does not
include Recipharm shares transferred between Lars Backsell and Thomas Eldered
during the lock-up period.

e The sellers of Lusomedicamenta Sociedade Técnica Farmacéutica S.A. have under-
taken not to sell or otherwise distribute or transfer 1,181,193 Class B Recipharm
shares, an undertaking that extends up to and including 13 November 2016.

e The seller of Kemwell AB and Cirrus Pharmaceutical Inc., Kemfin Holdings Private Ltd.
and the Minority Seller, have undertaken not to sell or other transfer their respect-
ive shareholdings in Recipharm during a period of 12 months from the takeover of
Kemwell AB and Cirrus Pharmaceutical Inc.

E.6 Dilution

Provided that all new Shares are subscribed for in the Offering, the number of shares
in the Company will increase from 49,614,980 shares to 59,426,047 shares, corres-
ponding to an increase of approximately 19.8 percent of the shares and approximately
19.9 percent of the votes in the Company. Shareholders not participating in the Offer
will be diluted by up to 2,537,143 Class A shares and up to 7,273,924 Class B shares,
corresponding to approximately 16.5 percent of the shares and approximately 16.6
percent of the votes in the Company after the Offering.

E.7 Expenses for the
investor

None. No commission will be charged.
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RISK FACTORS

An investment in Recipharm’s Securities is associated with risk. Prior to any investment decision, it is important
to carefully analyse the risk factors that are considered important to the Company’s and its share’s future
performance. The risk factors considered of importance to Recipharm are described below, without being ranked
in a specific order. There are risks both regarding circumstances linked to Recipharm or the industry and those
that are of a more general nature as well as risks associated with the Securities and the Offering. Some risks are
beyond the Company’s control. The presentation below does not purport to be complete and, for natural reasons,

all risk factors cannot be predicted or described in detail. Therefore, an overall assessment must also include

other information in the Prospectus as well as a general assessment of extraneous factors. The following risks

and uncertainty factors can have a significantly adverse effect on Recipharm’s business, financial position and/

or earnings. They can also cause Recipharm’s Securities to decrease in value, which could result in Recipharm

shareholders losing all or part of their invested capital. Additional factors which are currently not known to

Recipharm, or which are not currently considered to be risks, may also have a corresponding negative impact.

OPERATIONAL AND MARKET RISKS
Recipharm’s business is subject to market trends
in the global pharmaceutical market

Recipharm’s business is influenced by trends in the
global pharmaceutical market. Current trends include
increased consolidation, which creates larger and
financially stronger competitors, increased outsourcing
of development and manufacturing services, as well as
increasingly cheaper generic products (copies of drugs
for which patents have expired). Recipharm’s future
success depends on the Company’s ability to anticipate
and adapt to rapidly changing trends. If Recipharm fails
to adapt to trends in the global pharmaceutical market,
it could have a negative impact on Recipharm’s business,
earnings and financial position.

Recipharm operates in a highly competitive market,
and increased competition or a technology shift in
the market may adversely affect its business
Recipharm operates in a fragmented market and com-
petes with both large and small companies in various
service categories, segments and geographical markets.
The competitive environment varies among Recipharm’s
different areas of operation. Competition is driven by
proprietary technology and know-how, production
capacity, continuity of operational performance, quality,
price, value and increased demands for faster delivery.
Some competitors may have greater financial, research
and development, operational and marketing-related
capacity than Recipharm. Competition may also increase
due to industry consolidation, new business establish-
ments and increased investment from other players in
close competition with Recipharm. If Recipharm is forced
to cut the prices or if Recipharm fails to adapt to trends
in the global pharmaceutical market, it could have a
negative impact on Recipharm’s business, earnings and
financial position.

In addition, Recipharm’s offerings may become obsol-
ete or non-competitive insofar as Recipharm’s competit-
ors adapt more quickly to new technologies and changes
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in consumer demand. If Recipharm’s competitors
develop more effective and/or more affordable products
or processes, or manage to commercialise them faster
than Recipharm, then Recipharm’s business can be
adversely affected significantly.

Recipharm’s products may be subject to
competition and volatile sales

The products Recipharm supplies to its customers
could be exposed to increased competition through
variations in the number of producers or price, factors
that can affect demand from Recipharm’s customers.
For example, the products that Recipharm manufac-
tures for customers in the pharmaceutical industry can
be affected by generic competition, which can result

in these products losing their strategic importance to
Recipharm’s customers. If Recipharm fails to replace lost
business in such an event, this can have a significantly
negative effect on Recipharm’s business, earnings and
financial position.

Recipharm sells Thyrosafe, a potassium iodide tablet
that is taken in order to protect the thyroid gland in con-
nection with exposure to radiation, for instance in the
case of a nuclear accident. Thyrosafe is sold mainly to
government agencies and organisations on an irregular
basis, because the product is usually held in stock until
the end of its shelf life and because customers purchase
large volumes through a procurement procedure. Sales
of Thyrosafe are volatile, which can have a significant
impact on Recipharm’s business, earnings and financial
position.

Dependent on a limited customer base

A significant part of Recipharm’s business comes from a
limited number of customers. A loss or reduction of busi-
ness from those customers could have an adverse effect
on Recipharm’s business. Although the percentage of
Recipharm’s sales to major customers has decreased in
recent years, a large portion of Recipharm’s revenue is
attributable to a limited number of customers. Of total
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sales in 2015, Recipharm’s largest customer accounted
for approximately 14 percent, and the three largest cus-
tomers for approximately 31 percent in total. Recipharm
has several contracts with each of its major custom-

ers because each facility has its own contract with the
customer for products and stock keeping units. Although
Recipharm often has long-term and, in the Company’s
view, good relationships with its customers, customers
have previously terminated agreements for various
reasons. For example, Meda ended its manufacturing
agreement with Recipharm Stréangnas on 31 December
2015. Meda has also announced the termination of its
manufacturing agreement with Recipharm Hoganas.
While many products show stable and increasing volume
growth, other customers have announced that there

will be less demand for certain products in the future.
Although Recipharm has several long-term agreements
with its larger customers, and the process for chan-
ging suppliers for the services Recipharm provides is
time-consuming and costly, there is no guarantee that
Recipharm’s customers will continue to use its services
or that they will continue to do so to the same extent

as in the past. A major customer reduction or termina-
tion of Recipharm’s services could have a significantly
negative effect on Recipharm’s business, earnings and
financial position.

Recipharm may not be succesful in its acquisition
strategy

Recipharm pursues an active acquisition strategy, and
strategic acquisitions are expected to remain an essen-
tial element of Recipharm’s growth. Recipharm acquired
Corvette Pharmaceutical Services Group on 1 October
2014, Lusomedicamenta Sociedade Técnica Farmacéutica
S.A. on 1 November 2014, the Pessac business from
Flamel Technologies SA on 1 December 2014 and OT
Chemistry AB (presently Recipharm OT Chemistry AB)
on 15 June 2015. In October 2015, Recipharm announced
its entry into a contract for the acquisition of a majority
stake in Nitin Lifesciences Ltd., an Indian CDMO spe-
cialising in injection drugs. Recipharm took over Nitin
Lifesciences Ltd. on 11 April 2016. On 21 December
2015, Recipharm announced its entry into a strategic
collaboration with Alcon, which is part of Novartis, and
which also includes a long-term manufacturing agree-
ment, as well as Recipharm’s acquisition of Kaysersberg
Pharmaceuticals S.A.S., which owns a manufacturing
facility in Kaysersberg, France. On 24 February 2016,
Recipharm acquired Italian CDMO Mitim S.r.l.. Recipharm
announced on 18 April 2016 that the Company had
entered into two separate agreements to acquire phar-
maceutical CDMOs from Kemwell. One of the acquisitions
comprised Cirrus Pharmaceuticals Inc. with operations

in Research Triangle Park, North Carolina, USA, service
offering includes the development of inhalation drugs,
liquid, solid and semi-solid dosage forms, as well as
parenteral products, with the emphasis on early for-
mulation work and development of analytical methods
and testing, and Kemwell AB in Sweden which primarily
produces API’s, solid and semisolid dosage forms. The
other acquisition comprises Kemwell Biopharma Private
Ltd’s pharmaceutical operations in India. The opera-
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tions include both development services and commer-
cial production of solid, semi-solid, liquid and topical
products. The acquisition of Cirrus Pharmaceuticals Inc.
and Kemwell AB are expected to be finalised during the
second quarter of 2016, subject to the confirmation of
certain third party undertakings. As at the date of this
Prospectus, the condition relating to third-party confirm-
ation of certain undertakings has not yet been fulfilled. If
this condition has not been met by 30 June 2016, or such
later date agreed by the parties, the acquisition agree-
ment will lapse entailing that the acquisition of Kemwell
AB and Cirrus Pharmaceuticals Inc. will not take place.
Recipharm however has the right to waive the relevant
condition and to thereby procure that the acquisitions
are made. The acquisition of the majority of operations of
Kemwell’s business is subject to governmental approvals
and is expected to be finalised before the end of 2016.

Recipharm continuously explores and enters into dis-
cussions with potential acquisition candidates, and the
Company anticipates more transactions in the long term.
However, there is no guarantee that any acquisitions will
take place or that such acquisitions will be successful.
Even if the acquisitions are successful, it is not certain
that the market will receive the news in a positive way,
which is likely to have a significant negative impact on
Recipharm’s business, earnings and financial position.

Recipharm’s goal of expanding in emerging markets
greatly depends on the success of acquisitions in these
geographies. Should one or more of the new or recently
announced acquisitions in India not succeed, it can res-
ult in this objective not being met in full or at all.

In the future, Recipharm might be unable to find suit-
able acquisition candidates or obtain the necessary fin-
ancing for acquisitions through either the issue of equity
or by taking on additional debt on terms acceptable
terms to Recipharm. Recipharm may also be exposed to
competition from other companies that want to carry out
acquisitions in the pharmaceutical sector. Recipharm’s
ability to acquire companies might also be limited by
applicable competition laws and other legislation in the
jurisdictions in which the target companies operate. In
the event Recipharm is able to carry out acquisitions, it
might mean that the Company is forced to use a signi-
ficant amount of its cash and cash equivalents, take on
additional debt and be affected by earlier decisions that
may entail losses. In certain circumstances, Recipharm
might be unable to complete an acquisition, such as by
failing to secure financing.

Recipharm’s acquisitions may lead to disruptions in
the business and a weakened financial position

The completion of an acquisition and integration of a
business can lead to unforeseen operational difficulties
and expenses. Each transaction that Recipharm identi-
fies and implements successfully involves a number of
risks that are both operational and company specific; for
example, the Company may find that the price paid for
the acquired company exceeds its value, that the acquis-
ition candidate has hidden liabilities, or that the costs

of the acquisition exceed earlier estimates. Any due
diligence the Company performs may not be sufficient to
identify all potential risks and problems that could ulti-
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mately be materialised. Potential additional risks include
the acquisitions taking up too much of management’s
time and resources, which in turn leads to reduced

time and resources for operating Recipharm’s current
business, an integration process that is more time and
cost consuming than anticipated, or loss of custom-

ers or employees. In addition, Recipharm might fail to
realise anticipated synergies or reach the goals of the
transaction. Recipharm might also be unable to maintain
uniform standards, controls, procedures and policies,
which can lead to operational inefficiencies or problems
with quality or regulatory compliance. Acquisitions can
fail, reduce Recipharm’s cash and have a significantly
negative effect on Recipharm’s business, earnings and
financial position.

Even if Recipharm’s acquisitions are completed suc-
cessfully, each acquisition involves a number of risks.

In connection with an acquisition, unknown risks at the
time can be materialised and/or subsequent integra-
tion measures can fail. Recipharm’s due diligence may
have failed to identify the underlying problems, such as
those related to accounting, regulatory, manufacturing
and environmental regulatory compliance, consumer
and supplier relationships, taxation and employment
relationships. The ownership changes that an acquisition
brings can give counterparties of the acquired com-
panies a right to wholly or partly terminate essential
agreements for the businesses Recipharm acquires. The
financial statements and other financial information in
respect of acquired companies and businesses that have
been available to the Company might be unaudited and
prepared in accordance with accounting policies other
than those the Company normally applies. An audit of
such information can reveal significant discrepancies
which could require restatement, reclassification or
other changes. In addition, adaptation and conversion of
these reports to IFRS can result in restatement, reclas-
sification or other changes. The financial statements and
other financial information relating to the acquired com-
panies or businesses may be impossible to compare with
the corresponding information from Recipharm. There

is also a risk that Recipharm would be forced to make
write-downs of goodwill attributable to the acquired
companies.

Through acquisitions, Recipharm can expand into new
geographical markets. Such acquisitions are subject to
uncertainty because Recipharm has not previously been
active in those commercial, political and social envir-
onments. The Indian pharmaceutical manufacturing
industry has recently come under increased scrutiny.
For example, several Indian pharmaceutical manufac-
turers has been scrutinised by American and European
authorities, and although the Company has no reason
to believe that recently acquired businesses have been
operated in breach of the relevant requirements, there
is no guarantee that this has been the case or that it
will continue to be the case. In addition, unforeseen
circumstances can occur which could negatively affect
Recipharm'’s ability to operate in the new market.
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If Recipharm fails to manage growth, its business
can be adversely affected

Recipharm’s growth has occasionaly placed great
demands on management and on its operational and
financial infrastructure. Recipharm’s existing control,
management, accounting and information systems can
prove insufficient for continued growth, and additional
investments in these areas may therefore be neces-
sary. If Recipharm proves incapable of controlling or
sustaining continued growth in an efficient manner, this
can have a negative impact on Recipharm’s business,
earnings and financial position.

Recipharm’s global operations are affected by
economic, political and regulatory risks

Recipharm operates and sells products in several
regions around the world, including Europe, Asia, the
United States, Africa and Latin America. Recipharm is
affected by the risks associated with business activities
globally and under foreign jurisdictions and territorial
laws, regulations and practices. These risks include
regulatory risks arising from local regulations, updated
exchange control regulations and other government
measures, increased complexity in the work envir-
onment and regulation, availability of raw materi-

als, changes in taxation, export restrictions, pricing
restrictions, economic and political instability, disputes
between countries, reduced or insufficient protection for
intellectual property rights as well as the disruption or
destruction of operations in key geographical regions,
including war, terrorism, riots, civil insurrection or social
unrest. The failure to comply to, or substantial changes
to, laws and regulations affecting Recipharm’s global
activities could have an adverse effect on Recipharm’s
business, earnings and financial position.

Recipharm is exposed to risks related to product
liability and other liability for damages

Recipharm is subject to significant product liability and
other liability risks associated with the development,
manufacture and marketing of products developed or
produced by Recipharm. Recipharm may be named as

a defendant in legal proceedings regarding product
liability, in which charges can be brought alleging that
Recipharm’s products have caused or could cause injury
or threat of injury to customers. Such legal proceed-
ings may be costly to defend and can result in reduced
sales, extensive obligations and could take up much of
management’s time, attention and resources in ways
that have a negative impact on the Company’s opera-
tions. Although Recipharm has comprehensive product
liability insurance protection, such protection may be
insufficient to cover all potential claims and losses. Even
demands without merit could expose Recipharm to neg-
ative publicity, and Recipharm can incur high costs for
legal services. Notwithstanding the final outcome, such
claims and legal proceedings could have a significantly
negative effect on Recipharm’s business, earnings and
financial position.
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Failed quality control can adversely affect
operations and lead to government agency
intervention

Recipharm’s success depends on the quality of its
products. Quality control plays an important role in
identifying and satisfying customer requirements, pre-
venting defects, improving products and services, and
ensuring that products are safe and effective. Although
Recipharm has implemented a quality system as regards
the design, formulation, development, manufacture,
packaging, sterilisation, management, distribution and
labelling of products, Recipharm’s success depends on
its ability to maintain and continuously improve these
systems. If a quality or safety problem were to occur,
it might result in negative inspection reports, warning
letters, product recall, confiscation, monetary penalties,
decisions on interim production or distribution stops,
denied product licences, restrictions, or the withdrawal
of existing authorisations and licences. If Recipharm

is unable to resolve quality and safety problems in an
effective and a timely manner, this can lead to negat-
ive publicity and damaged customer confidence, which
could have substantial negative effects on Recipharm’s
business, earnings and financial position.

Recipharm requires that third-party suppliers comply
with the Company’s quality standards. Some of the raw
materials used in Recipharm’s production are derived
from human or animal origin, which requires rigid
control for preventing the introduction of pathogens
or other contaminants. The failure of third parties to
deliver compatible raw materials or products can result
in delays, disruptions or other quality-related issues that
can have a negative impact on Recipharm’s business.

Recipharm’s earnings from production depend on
purchases

The purchase of raw materials, such as chemicals and
other ingredients required for drug manufacture, make
up a large part of Recipharm'’s total costs. Recipharm
has so far been successful in limiting price increases
from suppliers and has to a large extent, where the price
has been increased, been able to pass the additional
cost on to its customers, but there is a risk that future
changes in commodity prices could have significant
negative effects on Recipharm’s business, earnings and
financial position.

Recipharm manufactures products at 21 manufactur-
ing facilities. The Company acquires components and
materials from many suppliers in various countries.
Recipharm strives to build long-term relationships with
its suppliers. For certain components and materials,
Recipharm is dependent on one or a few suppliers.
Recipharm’s short-term ability to manufacture products
to meet demand can be affected by interference caused
by natural disasters, international supply disruptions,
the presence of pandemics, geopolitical situations,
termination of supplier agreements or other events.

In addition, Recipharm depends on supplier perform-
ance meeting the contractual requirements relating

to volume, quality and delivery schedules. Incorrect,
delayed or failed deliveries can disrupt Recipharm’s
production process. Due to the regulatory requirements
applicable to its activities, Recipharm might be unable
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to quickly establish replacement sources for compon-
ents and materials. A reduction or disruption in the
supply chain, or an inability to establish replacement
sources in a timely manner, can have a negative impact
on Recipharm’s capability to cost-effectively produce
its products without delay and could have significant
negative effects on Recipharm’s business, earnings and
financial position.

If Recipharm experiences manufacturing
difficulties, its business may be adversely affected

Recipharm’s production consists of a chain of processes
in which downtime and disruptions (including contamin-
ation) can have negative consequences for Recipharm’s
ability to manufacture products in sufficient volumes

to meet demand. From time to time, problems arise
related to the operation of the plants, in production and
in product delivery due to a variety of reasons, including
equipment failure, contamination, non-compliance with
regulations and procedures, problems with raw mater-
ials and environmental factors, as well as injury or loss
of production due to fire, flood or similar causes. Such
problems can affect batch production, which can lead to
scrapping of products or the shutdown of production. If
Recipharm fails to identify and remedy production prob-
lems, this can also lead to quality or safety problems.

If any of these risks materialise, the consequences can
include delays, production shortages, unforeseen costs,
damaged customer relationships, compensation to
customers for missing or incorrect deliveries, time and
costs related to investigations, lost revenue and damage
to Recipharm’s reputation.

Recipharm may not be able to achieve some or all
of the expected benefits of its cost and efficiency
program

In the fourth quarter of 2015, Recipharm adopted a

cost and efficiency program. As part of the program,
Recipharm aims to reduce its headcount by 100 employ-
ees, achieve costs savings of more than SEK 60 million,
with full effect from the start of 2017, and gain efficien-
cies from streamlining the product range and terminat-
ing less profitable contracts. Recipharm may not be able
to achieve the cost savings and benefits that it initially
anticipated when it launched the program. As a result of
the cost and efficiency program, there may also be some
inefficiencies during the transition period. If Recipharm
fails to achieve some or all of the benefits of its cost and
efficiency program, it could have an adverse effect on
Recipharm’s business, results of operations and financial
position.

Recipharm is dependent on key personnel
Recipharm is highly dependent on the knowledge,
experience and dedication of its management, Board
and other key individuals. Recipharm has entered into
employment agreements with key individuals that
reflect current market terms. Recipharm views its entire
staff as an essential asset and therefore attaches great
importance to maintaining a good personnel policy and
actively engaging in succession management for senior
executives. Despite this, there is no guarantee that
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Recipharm will be able to retain these key individuals
or that Recipharm will be able to recruit new qualified
staff in the future. Recipharm’s ability to recruit and
retain such key individuals depends on several factors,
including recruitment of competitors, salary and com-
pensation benefits, workplace location, work environ-
ment and economic conditions in the industry. Loss of
key individuals, combined with a failure to attract and
retain qualified staff, could have a significantly negative
effect on Recipharm’s business, earnings and financial
position. This risk makes its presence felt particularly in
businesses that are recently acquired but not yet integ-
rated, whose key individuals play an especially import-
ant role for Recipharm.

Dependence on reimbursement schemes and
healthcare programmes

The products that Recipharm manufactures are sold

in a large number of geographical markets. Some

of the products that Recipharm manufactures are

partly dependent on reimbursement from govern-

ment agencies and healthcare programmes, or rely on
reimbursement from insurance companies and other
private payers. The pursuit of healthcare-related cost
management continues to put pressure on the pricing

of products globally. Governments around the world

are using a variety of mechanisms in order to con-

trol healthcare expenditures, such as price controls,
establishment of governmental procurement agencies,
product formularies (lists of recommended and author-
ised products) and competitive tenders. In addition,
austerity measures and other forms of action from for-
eign governments and authorities may limit, reduce or
eliminate compensation payments for the products that
Recipharm manufactures as well as negatively affect pri-
cing flexibility and demand for the product in question.
Changes, for example with regard to national subsidies,
prescription regulations, and distribution and replace-
ment terms and conditions, can have a major impact on
the different areas of application and individual markets.
As a result of these and other measures, including future
reforms that cannot be foreseen, reimbursement may
be unavailable or insufficient, resulting in the inability

of Recipharm’s customers to sell their products on com-
petitive terms. If the products of Recipharm’s customers
would be affected by such measures, their respective
markets could suffer significant negative impacts, which
could have significant negative effects on Recipharm’s
business, earnings and financial position.

Failure to comply with existing and future
regulatory requirements can negatively affect
Recipharm’s earnings and financial position

The pharmaceutical industry is subject to extensive
regulation. Recipharm is subject to various local, state,
federal, foreign and transnational laws and regulations,
and in the future a change in these laws and regula-
tions could affect Recipharm negatively. Recipharm is
particularly exposed to regulations relating to product
manufacturing and drug safety. Recipharm’s subsidiaries
might have to register permits and licences with various
government agencies and ensure their compliance.
These agencies include among others US FDA, EMA and
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state agencies as well as business-specific accreditation
bodies depending on the type of operation and distribu-
tion, manufacturing and marketing. If Recipharm or its
customers fail to comply with these regulatory require-
ments, it could result in warning letters, product recalls,
or seizures, monetary penalties, interim production and
sales stops, restrictions on Recipharm’s business activ-
ities, civil and penal sanctions, or withdrawal of existing
or denial of pending approvals including approvals for
products and plants. In addition, such failures can lead
to product liability or contractual liability relating to
customers, including claims based on loss and injuries
attributable to active pharmaceutical ingredients, which
can be considerable. Also, each new product that is clas-
sified as a pharmaceutical product is subject to lengthy
and rigorous clinical testing and other costly, time-con-
suming procedures prescribed by regulatory bodies.

Although Recipharm believes that it complies, in all
essential respects, with applicable laws and regulations,
there is no guarantee that regulatory bodies and courts
of jurisdiction would reach the same conclusion. In addi-
tion, there is no guarantee that Recipharm will be able to
maintain and renew existing permits, licences or other
approvals, or that it will be able to obtain future per-
mits, licences or other approvals required for business
operation. Non-compliance or failure to maintain, renew
and obtain necessary permits and licences could have
significant negative effects on Recipharm’s business,
earnings and financial position.

Recipharm and its customers are dependent

on patents, copyrights, trade secrets and other
intellectual property rights, but the protection they
provide may be insufficient

Recipharm’s assets consist of intellectual property rights
to some extent, and in the future intellectual property
rights may account for a growing part of Recipharm’s
total assets. Recipharm’s success depends in part on
its ability to maintain and enforce patents and patent
licences. Recipharm cannot guarantee that current
patent applications will result in issued patents, that pat-
ents issued or licenced will not be circumvented or chal-
lenged, or that third-party intellectual property rights
will not prevent the marketing of Recipharm’s products.
The patent position for a pharmaceutical company is
often uncertain and involves complex legal and factual
questions. Significant litigation concerning patents and
products is pervasive in Recipharm’s industry. Patent
claims can include challenging the coverage and validity
of Recipharm’s patents as well as charges relating to pat-
ent infringement in competitors’ or third-party rights. A
loss in such legal proceedings can lead to the loss of pat-
ent protection or the ability to commercialise products,
which can result in substantial loss of sales or otherwise
significantly affect performance. Recipharm also depends
on trademarks, copyrights, trade secrets and know-
how in relation to the development, maintenance and
strengthening of its position in the market. Third parties
can be aware of, find out or independently develop
corresponding information and technology, or obtain
access to Recipharm'’s trade secrets or reveal its trade
secrets to the public. Misappropriation or any other loss
of Recipharm’s intellectual property rights might have an
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adverse effect on the Company’s position in the market
and result in extensive litigation costs for Recipharm.

In addition, several of Recipharm’s pharmaceutical
customers rely on patents to protect their products
from generic competition. Because incentives exist in
some countries for generic pharmaceutical companies to
challenge these patents, pharmaceutical companies are
under ongoing threat of a challenge to their patents. If
Recipharm’s customers’ patents were to be successfully
challenged and as a result subjected to generic compet-
ition, the market for Recipharm’s customers’ products
could be significantly adversely affected, which could
have an adverse effect on Recipharm’s business, results
of operations and financial position.

Recipharm’s customers and their customers can
infringe third-party intellectual property rights

Although Recipharm does not believe its products in
any material respect infringe on other parties’ rights
and that meritous defences would exist with respect to
any claim to the contrary, there is no guarantee that
Recipharm would not be found to infringe the rights

of others. There has been extensive litigation in the
pharmaceutical industry with respect to the produc-
tion, use and sale of the products that are the subject
of conflicting patent rights. Regardless of the merits

or resolution of the case, each claim that Recipharm’s
products or processes infringe on rights (including
claims arising from the contractual obligation to hold
Recipharm’s customers harmless) can be costly and take
up management’s and the technical staff’s attention
and resources in ways that have a negative impact on
the Company’s business. Due to the complex technical
problems and the inherent uncertainty surrounding
intellectual property litigation, Recipharm can suffer
setbacks in such litigation. If such a dispute results in
a negative outcome, Recipharm might be required to
pay substantial sums in damages; end the production,
use or sale of the infringing product or process; spend
significant sums on the development of non-invasive
technology; licence the technology from a third party
claiming infringement, whose licence may not be avail-
able on commercially reasonable terms or may not be
available at all; or lose the opportunity to licence its
technology to others or collect royalty payments based
on the successful protection and enforcement of intel-
lectual property rights in relation to others. In addition,
the products of Recipharm’s customers can be subject
to allegations of intellectual property infringement,
which could adversely affect Recipharm’s business if
the customers’ products cease to be manufactured or
must cease using the infringing technology. The above
could affect Recipharm’s ability to compete and have
significant adverse affects on its business, earnings and
financial position.

Recipharm is subject to environmental, health and
safety regulation which can increase costs and
restrict business in the future

Pharmaceutical production involves the use of chemicals
that may be harmful to the environment. Pharmaceutical
products belong to a group of chemicals that are
designed to be biologically active. Any emissions can
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cause serious damage to humans, animals and plants.
Primary production is production that involves active
and passive ingredients that can potentially harm the
environment. Recipharm’s business involves secondary
production, in which the products from primary produ-
cers are converted into finished products. Secondary
production utilises less dangerous chemicals, mainly
solvents and alcohol. Recipharm’s direct impact on the
environment is through atmospheric emissions and
wastewater.

Recipharm is subject to many regulations relating
to the environment, health and safety in the juris-
dictions in which the Company operates its own pro-
duction facilities. These laws and regulations govern
atmospheric emissions, water discharges, production,
storage, handling and transportation of drugs and other
hazardous substances, soil and groundwater pollution,
and employee health and safety. In the future, new or
stricter rules might be imposed and enforcement of
such rules might require Recipharm to make substantial
investments. If Recipharm fails to comply with envir-
onmental, health and safety regulations, it could result
in the restriction or suspension of production, financial
penalties, civil or criminal penalties, or other future
liabilities in excess of Recipharm’s reserves. Recipharm
is also subject to laws and regulations regarding the
disposal and handling of raw materials and non-com-
pliant products, the handling of regulated materials
that are included in its products, and the handling of
waste products. In addition, compliance regarding
current environmental and safety requirements can limit
Recipharm’s potential to expand its facilities, require it
to purchase costly or burden the Company with costs or
modifications related to the production process. If new
or previously unknown contamination is discovered at
controls systems Recipharm’s facilities or third-party
facilities (including Recipharm’s previous sites), and the
authorities order the Company to take corrective meas-
ures regarding the contaminants or they apply for an
injunction regarding other matters for which Recipharm
is responsible, then Recipharm might be forced to
take action, such as remediating any contaminated
land. Such measures could have a negative effect on
Recipharm’s business, earnings or financial position.

Changes in tax laws or exposure to additional

tax liabilities may negatively affect Recipharm’s
earnings

Recipharm operates in many different countries and
believes that it complies with applicable tax legisla-

tion with respect to operations in Sweden and abroad.
From time to time, various legislative initiatives may be
proposed which can adversely affect Recipharm’s tax
position. In addition, Swedish and international tax reg-
ulations are extremely complex and subject to different
interpretations. There is no guarantee that Recipharm’s
tax position will not be challenged by the tax authorities
or that the Company will be successful in such an event.
A decision by a Swedish or foreign tax authority might
alter Recipharm’s previous or future tax position, which
might have a negative effect on Recipharm’s business,
earnings or financial position.
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Risk factors

Recipharm’s increased dependence on technology
and infrastructure brings additional risks,
especially the risk of cyber attacks and data leaks
Recipharm increasingly relies on technology and infra-
structure. These systems are potentially vulnerable

to risks like failure or disruptions due to fire, power
outages, system failures or access by an unauthorised
party. An employee’s possible failure to comply with the
data policy can result in the risk of unauthorised access
to Recipharm’s data systems or the loss of data in the
system. The expanded use and development of techno-
logy, especially in cloud-based services, increases the
risk for the unintended transfer or deliberate destruc-
tion of confidential information stored in Recipharm’s
systems or on non-encrypted portable storage devices.
Recipharm also risks experiencing business interrup-
tions, theft of confidential information or damage to its
reputation as a result of industrial espionage, malicious
code or other types of cyber attacks. Such attacks
against Recipharm can furthermore lead to data leaks,
either internally or externally. Although Recipharm

has invested in the protection of information, technical
systems and infrastructure, there is no guarantee that
this will prevent significant system breakdowns or other
attacks directed at Recipharm’s systems, which can
have significant negative effects on Recipharm’s reputa-
tion, business, earnings or financial position.

Fluctuations in foreign exchange rates and interest
rates might have a material adverse effect on
Recipharm’s earnings

Recipharm operates in several countries within Europe
through which revenue and expenses are generated

in different currencies, mainly in GBP and EUR. As a
consequence of the acquisition of Nitin Lifesciences
Ltd. in India and the planned acquisition of Cirrus
Pharmaceuticals Inc. in the US as well as Kemwell
Biopharma Private Ltd’s pharmaceutical operations in
India, Recipharm will generate revenue and expenses
in additional currencies, including the INR and USD.
Recipharm strives to minimise its foreign currency

risk by matching revenues and expenses in the same
currency. If Recipharm is unable to match revenues and
expenses in the same currency, it will face exposure

to risks in foreign exchange rates, which could affect
the Company’s financial results negatively. In addition,
Recipharm also faces exposure to currency conversion
risk when the foreign subsidiaries’ assets and liabilities
are converted into SEK.

Recipharm is also exposed to changes in interest
rates, and its ability to access money and capital mar-
kets can be hampered if the conditions in these mar-
kets are adversely affected. Recipharm’s business is
partly financed through interest-bearing liabilities. On
31 March 2016, Recipharm’s interest-bearing liabilities
totalled approximately SEK 3,138 million. An interest
rate increase that could result in a greater amount of

cash flow than in the past must be taken into account for
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the payment of interest and thus can negatively affect
Recipharm’s business, earnings and financial position.
Recipharm currently has no hedging to manage foreign

currency and interest rate risks or interest rate risk on
its main credit facilities. If Recipharm chooses to make
use of hedging in the future, it is not certain that such
measures can manage these risks successfully, which
might affect Recipharm’s business, earnings and finan-
cial position.

Terms and conditions of financing arrangements
can limit Recipharm’s commercial and financial
flexibility
Recipharm aims to have a loan portfolio with a bal-
anced mix of long-term and short-term loans, including
interest rates that are tied to the official interbank rates.
Recipharm has both negative and positive covenants in
its long-term and revolving credit facilities and other
debt related instruments. The long-term credit facility
according to a loan agreement with a bank syndic-
ate consisting of DNB, Handelsbanken and Swedbank
requires Recipharm to meet requirements for net debt/
EBITDA, cash flow/(amortisations plus interest), interest
coverage ratio and net debt/equity capital. Further, the
approval from the banks, which is required in relation to
the acquisition of Cirrus Pharmaceuticals Inc, Kemwell’'s
Pharmaceutical Division in India and Kemwell AB, is
subject to that Recipharm raises not less than SEK 600
million in a rights issue no later than 30 June 2016.
Recipharm'’s ability to meet the requirements under
the loan agreement can be affected by circumstances
beyond its control, and there is no guarantee that
Recipharm will be able to meet these requirements.
Recipharm has limited ability to quickly limit its costs
because the Company has a high fixed cost base. An
event of default or another breach of the terms of the
loan, could result in renegotiation of or termination
of the loans. If the long-term loan agreement is ter-
minated, it could have significant adverse effects on
Recipharm’s business, earnings and financial position. In
addition, such an event could have a negative effect on
Recipharm’s ability to obtain new financing on accept-
able terms.

Risks associated with future financing
requirements

The possibility that additional financing for Recipharm
will be required, for example in connection with acquis-
itions, investments, marketing efforts, and investments
in research and development, cannot be excluded. If
Recipharm does not gain access to financing on terms
acceptable to Recipharm, it could negatively affect
Recipharm’s business, financial position and earnings,
including the possibility that Recipharm may not be able
to implement planned or desirable acquisitions or struc-
tural changes.
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RISKS RELATED TO THE SHARES AND
OFFERING

Risks related to the shares

Risk and risk-taking are an inevitable part of share
ownership. Since an equity investment can both
increase and decrease in value, it is not guaranteed that
an investor will fully recover the invested capital. The
price of Recipharm’s Class B shares might fall below the
subscription price in the Offering. Those who choose

to subscribe for new shares in the Offering could then
incur a loss on the sale of such shares. The share price
trend depends on a number of factors, some of which
are company specific while others are related to the
stock market in general. Such factors may also increase
the volatility of the share price. It is impossible for
Recipharm to control all the factors that could affect its
share price, which is why careful consideration should be
given before every decision to invest in new Shares.

The Offering and the Directed Share Issue are not
guaranteed and the subscription commitments are
not secured

The Offering of approximately SEK 805 million

is not guaranteed, but Recipharm’s two Principal
Shareholders, Flerie Participation AB, which is con-
trolled by Recipharm’s CEO, Thomas Eldered who have
a participating interest of 20.6 per cent of the share
capital, as well as Cajelo Invest AB, which is controlled
by Recipharm’s Chairman of the Board, Lars Backsell
who has a participating interest of 12.9 per cent of the
share capital, have through subscription commitments
undertaken to subscribe for new Shares in the Offering,
which overall represents a subscription settlement of
SEK 272 million.

The sellers of Kemwell AB, Kemfin Holdings Private
Ltd. and the Minority Seller, have undertaken to sub-
scribe for class B Recipharm shares as part of a directed
share issue of class B shares totalling approximately SEK
51 million.

The subscription commitments are not secured by a
bank guarantee, deposit or other security. Under these
circumstances, Recipharm cannot guarantee that the
Preferential Rights Issue is fully subscribed, that the
Principal Shareholders, and Kemfin Holdings Private
Ltd. and the Minority Seller, meet their subscription
commitments and, therefore, neither that the expected
proceeds of totally approximately SEK 856 million will be
received by the Company.

Shareholders with significant influence

Recipharm has different classes of shares. Each Class
A share carries entitlement to ten (10) votes while each
Class B and Class D share carries entitlement to one (1)
vote. All Class A shares are held by Flerie Participation
AB, which is controlled by Recipharm’s CEO, Thomas
Eldered, and Cajelo Invest AB, which is controlled by
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Recipharm’s Chairman of the Board, Lars Backsell. Given
that the Offering is fully subscribed and that the Principal
Shareholders subscribe for Shares in accordance with
their subscription commitments, Flerie Participation AB
will have holdings corresponding to 20,6 per cent of the
share capital and 41,1 per cent of the votes in Recipharm,
and Cajelo Invest AB will have holdings corresponding

to 12,9 per cent of the share capital and 38.8 per cent

of the votes. The Principal Shareholders may increase
their respective holdings in Recipharm in the event that
the Offering is not fully subscribed. Thus, the Principal
Shareholders will, even after the Offering, exercise
significant influence over the Company on matters that
are subject to approval by the shareholders. There is a
risk that Flerie Participation AB’s and Cajelo Invest AB’s
interests in doing so might be different from other share-
holders’ interests.

Trading in Subscription Rights and BTAs
Subscription Rights of Class B shares and BTA Bs will be
traded on Nasdaq Stockholm. There can be no guaran-
tee that active trading in the Subscription Rights of Class
B shares and the BTA Bs will develop, that adequate
liquidity will be available or that the Class B shares
Subscription Rights can be disposed of. If active trading
develops, the price of the Subscription Rights of Class B
shares and the BTA Bs will, among other things, depend
on the price trend for Recipharm’s Class B shares and
may be subject to greater volatility than that of the said
shares. The price of Recipharm’s Class B shares might
fall below the subscription price in the Offering as a
result of causes attributable to Recipharm as well as a
general decline in the stock market.

Dilution

Share capital and voting rights in Recipharm will be
diluted for shareholders who, wholly or partially, choose
not to exercise their preferential right to subscribe for
New Shares since the total number of Shares and votes
in the Company will increase when the new shares are
issued.

Future sales of large blocks of shares and new
issues

Significant sales of shares made by major shareholders,
as well as a general market expectation that addi-
tional sales will be carried out, can negatively affect
Recipharm’s share price. Furthermore, additional issues
of shares would lead to a dilution of ownership for
shareholders who for some reason cannot participate

in such an issue or choose not to exercise their right

to subscribe for shares. The same applies if an issue is
directed to people other than shareholders.
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Invitation to subscribe for shares in Recipharm

INVITATION TO SUBSCRIBE FOR SHARES IN RECIPHARM

Recipharm announced on 18 April 2016, that the Company had signed two separate agreements to acquire Kemwell’s
pharmaceutical CDMO businesses. As a part of the financing of these acquisitions, the Board of Directors resolved

on 16 May 2016, based on the authorisation from the Extraordinary General Meeting on 10 May 2016, to increase the
Company'’s share capital through a share issue with preferential rights for existing shareholders in Recipharm.

The resolution to issue shares will increase the Company’s share capital by no more than SEK 4,905,533.50, from SEK
24,807,490 to no more than SEK 29,713,023.50, through the issuance of no more than 9,811,067 new Shares, of which
no more than 2,537,143 new Class A Shares and no more than 7,273,924 new Class B Shares. The Company’s share-
holders have first priority preferential right to subscribe for new Shares in Recipharm in proportion to the number of
shares held on the record date. The record date for determining who is entitled to participate in the Offering is 23 May
2016. For each existing Class A share held on the record date one (1) Class A Subscription Right is obtained, and for
each existing Class B share, one (1) Class B Subscription Right is obtained. The Subscription Rights entitle the holder
to subscribe for new Shares with first priority preferential right, in which case five (5) Class A and Class B Subscription
Rights, respectively, entitle the holder to subscribe for one (1) new Class A and Class B Shares, respectively. Shares that
are not subscribed for by shareholders entitled to subscribe pursuant to first priority preferential right shall, regardless
of share class, be offered to all shareholders for subscription (second priority preferential right).? In connection with
transfer of a Subscription Right (first priority preferential right), the second priority preferential right is also transferred
to the new holder of the Subscription Right. In addition, investors will be invited to submit their interest in subscribing
for new Shares without first or second priority preferential right (without preferential right). Subscription of new shares
shall take place during the period from and including 25 May 2016 up to and including 7 June 2016 or the later date as
determined by the Board of Directors and otherwise in accordance with the instructions contained in the section “Terms,
Conditions and Instructions”.

The subscription price has been set to SEK 82 per Share, regardless of share class, which means that the Offering, if
fully subscribed, will provide Recipharm with total proceeds of approximately SEK 805 million before issuing costs.? The
new Shares shall have the same rights as the existing Class A and Class B shares in the Company.

SUBSCRIPTION UNDERTAKINGS AND INTENTIONS TO SUBSCRIBE?

Recipharm’s Principal Shareholders, Flerie Participation AB, which is controlled by Recipharm’s CEO Thomas Eldered, and
Cajelo Invest AB, which is controlled by Recipharm’s Chairman Lars Backsell, who control 20.6 and 12.9 percent of the
share capital, respectively, and 41.1 and 38.7 percent of the votes, respectively, have committed to subscribe for their
respective pro rata shares in the Offering.

In addition, Lannebo Fonder, Forsta AP-fonden and Fjarde AP-fonden, who together control 25.3 percent of the share
capital and 7.7 percent of the votes, have indicated their intention to subscribe for their respective pro rata shares in the
Offering.4

Thus, existing shareholders in Recipharm, controlling 58.7 percent of the share capital and 87.5 percent of the votes
have committed or indicated their intentions to subscribe for their respective pro rata shares in the Offering.

Recipharm’s shareholders are hereby invited to, with preferential right, subscribe for new Shares in Recipharm in
accordance with the terms and conditions set out in this Prospectus.

Jordbro, 19 May 2016
Recipharm AB (publ)
The Board of Directors

' For more information, see the section “Terms, Conditions and Instructions”.

2 Issuing costs are estimated at about SEK 12 million. After deducting issue costs, the Company is estimated to raise approximately SEK 793 million.

3 For more information, see the section “Legal Considerations and Supplementary Information”.

4 The subscription commitments are not secured. See also the heading “Risks Related to the Share and Offering” under “Risk Factors” as well as the
heading “Subscription Undertakings and Intentions to Subscribe” under “Legal Considerations and Supplementary Information”.
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Background and reasons

BACKGROUND AND REASONS

Recipharm announced on 18 April 2016, that the Company had signed two separate agreements to acquire Kemwell’s
pharmaceutical CDMO businesses. The first acquisition comprises Cirrus Pharmaceuticals Inc. with operations in the

US, with services including development of inhalation, liquid, semi-solid, solid and parenteral products with emphasis

on early formulation work as well as development of analytical methods and testing, and Kemwell AB in Sweden, with
services primarily including manufacturing of APIs, solids and semi-solid formulations. The sellers are Kemfin Holdings
Private Ltd., and as regards Kemwell AB, the Minority Seller. The acquisition is expected to be finalised during the second
quarter of 2016. The acquisition is subject to review by the Swedish Competition Authority and confirmation from a third
party regarding certain commitments. The condition concerning review by the Swedish Competition Authority has been
fulfilled. As at the date of this Prospectus, the condition relating to third-party confirmation of certain undertakings has
not yet been fulfilled. If this condition has not been met by 30 June 2016, or such later date agreed by the parties, the
acquisition agreement will lapse entailing that the acquisition of Kemwell AB and Cirrus Pharmaceuticals Inc. will not take
place. Recipharm however has the right to waive the relevant condition and to thereby procure that the acquisitions are
made. The acquisition price for the operations in the US and Sweden amount to approximately USD 85 million (approx-
imately SEK 698 million)* on a cash and debt free basis, of which USD 55 million (approximately SEK 453 million)* will be
paid through newly issued Class B shares through an issue in-kind to the sellers of Kemwell AB (the “Payment In-Kind
Share Issue” - please refer to section “Legal considerations and Supplementary Information” - “Significant agreements -
Acquisition agreements”). The second acquisition comprises Kemwell Biopharma Private Ltd’s pharmaceutical operations
in India. The operations include both development services as well as commercial manufacturing of solid, semi-solid, liquid
and topical dose products. The customers are located in India as well as in Europe and the United States. The seller is the
founding Bagaria family and parties related to the family.? The acquisition price for the Indian business amounts to USD
120 million (SEK 988 million)3, on a cash and debt free basis, and is to be paid in cash. The transaction is subject to govern-
mental approvals, including approval from the Indian Foreign Investment Promotion Board, FIPB, and is expected to close
before year end 2016.

These acquisitions are a step in Recipharm’s growth strategy with a focus on emerging markets and establishing a
position on the pharmaceutical market in the United States. After completion of the acquisitions, Recipharm will become a
global player in services for the pharmaceutical industry. Technology-wise, the acquisition of the Indian business comple-
ments the operations in sterile injection solutions in the newly acquired Indian company Nitin Lifesciences Ltd. Recipharm
thus reinforces its position on the growing market in India and creates additional opportunities for growth, both on the
Indian market and through exports from India to North America and Europe, as well as to emerging markets in Asia and
Africa. Recipharm has experienced strong interest from its customers in Europe to support their efforts in strengthening
their presence on the Indian market. The new acquisition in India brings additional opportunities for growth through these
customers. For a long time, the Company has also been searching for businesses in the United States which can strengthen
its potential to expand its customer base in this large and important market. With the acquisition of Cirrus Pharmaceuticals
Inc., which is active in both preclinical and pharmaceutical development, a first foothold is created which the Company
believes enables this. The development projects carried out by Cirrus Pharmaceuticals Inc. will be effectively channeled to
the Company’s manufacturing facilities in India or Europe when they enter the commercial phase. After the acquisitions,
the Company will have reach into the important markets in Europe, the United States and India, and the Company’s cus-
tomer offering is expected to be even more attractive to international pharmaceutical companies. In addition, there are not
insignificant synergies and cost savings in Sweden and in India, where the Company already has operations.

In conjunction with the announcement of the acquisitions on 18 April 2016, the Company announced that the Board
of Directors intended to submit a proposal for authorisation from an Extra General Meeting to carry out, a rights issue
of approximately SEK 850 million for the purpose of financing the acquisitions of Kemwell Biopharma Private Ltd’s phar-
maceutical business in India as described above and to carry out an issue in kind of Recipharm B shares to the sellers
of Kemwell AB, that is, the Swedish operations. An Extra General Meeting on 10 May 2016 gave the Board of Directors
authorisation to carry out the rights issue and the issue in kind. In conjunction with the Extraordinary General Meeting,
the Board of Directors was also authorized, in such case that the shares in the issue in kind will not be registered before
the record date of the rights issue, to carry out a directed share issue to the sellers of Kemwell AB. Given that the closing
of the acquisition of Kemwell AB will not be finalised in time for the shares from the Payment In-Kind Share Issue to be
registered prior to the record date for the rights issue, the Board of Directors has decided to reduce the proceeds from the
rights issue from approximately SEK 850 million to approximately SEK 805 million, if fully subscribed and before trans-
action costs, and to instead carry out a directed share issue of approximately SEK 51 million, paid in cash, to the sellers
of Kemwell AB# at the same subscription price per share as in the rights issue and as if they had subscribed for their pro

t USD/SEK exchange rate of 8.2325.

2 The Bagaria family and Kemfin Holdings Private Ltd are related.
3 USD/SEK exchange rate of 8.2325.

4 Kemfin Holdings Private Ltd and the Minority Seller.
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Background and reasons

rata shares of a preferential rights issue in a total amount of approximately SEK 856 million (the “Directed Share Issue” -
please refer to section “Legal considerations and supplementary information” — “Subscription undertakings and intentions
to subscribe”.

On 17 May 2016, Recipharm announced the Offering of approximately SEK 805 million and the terms of the Offering.

Recipharm’s two Principal Shareholders, Flerie Participation AB, which is controlled by Recipharm’s CEO Thomas Eldered,
and Cajelo Invest AB, which is controlled by Recipharm’s Chairman Lars Backsell, who control 20.6 and 12.9 per cent of
the share capital, respectively, and 41.1 and 38.7 per cent of the votes, respectively, have committed to subscribe for
their respective pro rata shares in the Offering. In addition, Lannebo Fonder, Férsta AP-fonden and Fjarde AP-fonden, who
together control 25.3 per cent of the share capital and 7.7 per cent of the votes, have indicated their intention to subscribe
for their respective pro rata shares in the Offering. The sellers of Kemwell AB, Kemfin Holdings Private Ltd and the Minority
seller, have undertaken to subscribe for Class B Recipharm shares as part of the Directed Share Issue. Provided that the
Offering is fully subscribed, the total issue proceeds will amount to approximately SEK 805 million. Recipharm’s issuing
costs, including remuneration of advisers and other transaction costs, is expected to amount to approximately SEK 12
million.

The purpose of the Offering is that the net proceeds from the Offering of approximately SEK 793 million, together with
available funds, existing credit facilities and the proceeds from the Directed Share Issue, will be used to finance the pur-
chase price for the acquisition of Kemwell Biopharma Private Ltd’s pharmaceutical operations in India described above. The
acquisition of Cirrus Pharmaceuticals Inc. and Kemwell AB will be financed with available funds, existing credit facilities and
the Payment In-Kind Share Issue in the amount of USD 55 million.

Recipharm’s Board of Directors is responsible for the contents of this Prospectus. The Board® hereby gives its assurance
that it has taken all reasonable measures to ensure that, to its knowledge, the information contained in this Prospectus
complies with actual circumstances and that no information has been omitted that could affect its content.

Jordbro 19 May 2016
Recipharm AB (publ)
The Board of Directors

5 At the Annual General Meeting on 28 April 2016, Helena Levander and Wenche Rolfsen were elected as new Board members. Helena Levander and
Wenche Rolfsen did not participate in the preparation of the Prospectus, and the above declaration does not therefore apply to these newly elected
members.
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Terms, conditions and instructions

TERMS, CONDITIONS AND INSTRUCTIONS

PREFERENTIAL RIGHT AND SUBSCRIPTION
RIGHTS

Those who, on the record date 23 May 2016, are
registered as shareholders in the share register main-
tained by Euroclear Sweden AB (“Euroclear”) on
Recipharm’s behalf are entitled, with first priority pref-
erential right, to subscribe for new Shares of the same
class. Shares that are not subscribed for by shareholders
entitled to subscribe pursuant to first priority preferen-
tial right shall, regardless of share class, be offered to all
shareholders for subscription (second priority preferen-
tial right). In addition, investors will be invited to submit
their interest in subscribing for new Shares without first
or second priority preferential right (without preferential
right).

For this purpose, those who on the record date 23 May
2016, are registered as shareholders in Recipharm, will
receive one (1) Class A Subscription Right for each Class
A Recipharm share held and one (1) Class B Subscription
Right for each Class B Recipharm share held. The
Subscription Rights entitle the holder to subscribe for
new Shares with first priority preferential right, in which
case five (5) Subscription Rights of Class A and Class
B respectively, entitle the holder to subscribe for one
(1) new Share of Class A and Class B, respectively. At
transfer of Subscription Rights, both the first and second
priority preferential rights are transferred to the new
holder of the Subscription Rights.

Provided that the Offering is fully subscribed, the
number of shares in the Company will increase from
49,614,980 shares to 59,426,047 shares, correspond-
ing to an increase of approximately 19.8 percent of the
shares and approximately 19.9 percent of the votes in
the Company. Shareholders not participating in the Offer
will be diluted by up to 2,537,143 Class A shares and up
to 7,273,924 Class B shares, corresponding to approxim-
ately 16.5 percent of the shares and approximately 16.6
percent of the votes in the Company after the Offering.

ISSUE PRICE

The new Shares are issued at a price of SEK 82 per new
Share, regardless of share class. No commission will be
charged.

RECORD DATE

The record date at Euroclear for determining who are
entitled to receive Subscription Rights in the Offering
is 23 May 2016. Shares of Recipharm will be traded
exclusive the right to receive Subscription Rights from
and including 20 May 2016. The last day for trading

in Recipharm shares including the right to recieve
Subscription Rights is 19 May 2016.

SUBSCRIPTION PERIOD
Subscription for new Shares will take place during
the period from and including 25 May 2016 up to and
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including 7 June 2016 at 5.00 p.m. (CET). The Board
of Directors of Recipharm reserves the right to extend
the subscription period, which when applicable, will be
announced through a press release.

ISSUE STATEMENTS

Directly registered shareholders

Shareholders, who on the record date are registered

in the share register maintained by Euroclear on
Recipharm’s behalf will receive the Prospectus and a
pre-printed issue statement with an attached payment
notice. The pre-printed issue statement shows, inter
alia, the number of Subscription Rights received and
the total number of new Shares that may be subscribed
for with Subscription Rights. Those who are registered
in the special register of pledge holders and trustees
maintained in connection with the share register will not
receive any issue statement but will be noticed separ-
ately. No securities statement (Sw. VP-avi) will be sent
out regarding the registration of Subscription Rights on
the shareholders’ securities accounts.

Nominee-registered holdings

Shareholders in Recipharm whose holdings on the
record date are nominee registered with a bank or
nominee will not receive a pre-printed issue statement
from Euroclear. Subscription and payment for nominee
registered shareholders shall be made in accordance
with instructions from the respective bank or nominee
or, if the holding is registered with multiple nominees,
from each one of these.

Shareholders resident in certain ineligible
jurisdictions

The allotment of Subscription Rights and the issue

of new Shares by exercise of Subscription Rights to
persons who are resident in countries other than
Sweden could be affected by securities legislation in
such countries; see section “Information for Investors”.
Consequently, shareholders whose existing shares are
directly registered in a securities account (Sw. VP-konto)
and whose registered address is in Australia, Hong
Kong, Japan, Canada, New Zealand, South Africa and the
US will not receive the Prospectus. Nor will they receive
any Subscription Rights on their respective securities
accounts. Subscription Rights that would have been
delivered to such shareholders will be sold, and the sale
proceeds, less deduction for costs, will be paid to such
shareholders. Amounts of less than SEK 100 will, how-
ever, not be paid out.

Trading in Subscription Rights

Subscription Rights of Class B will be traded on Nasdaq
Stockholm during the period from and including 25 May
2016 up to and including 2 June 2016 under the sym-
bol RECI TR B. Banks and other securities institutions
with the required authorisation can provide broker-
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age services for the purchase and sale of Subscription
Rights. Unexercised Subscription Rights must be sold
in order not to lapse without value. Subscription Rights
of Class A will not be traded. The ISIN code for Class B
Subscription Rights is SE0008374656.

SUBSCRIPTION AND PAYMENT OF SHARES
WITH FIRST PRIORITY PREFERENTIAL RIGHT

Subscription of shares with first priority
preferential right

Subscription of new Shares through exercise of
Subscription Rights shall be made by simultaneous cash
payment during the period from and including 25 May
2016 up to and including 7 June 2016 at 5.00 p.m. CET.
After expiration of the subscription period, unexercised
Subscription Rights will be void and without value.
Unexercised Subscription Rights will be deregistered
from the respective shareholders’ securities accounts
without notification from Euroclear. In order not to lose
the value of the Subscription Rights, the shareholder
must either:

e exercise the received Subscription Rights and sub-
scribe for new Shares no later than 7 June 2016, which
is the last day of the subscription period; or

e sell the received Subscription Rights that have not
been exercised for subscription of new Shares no later
than 2 June 2016, which is the last day for trading in
Subscription Rights.

The Board of Directors of Recipharm reserves the right
to extend the subscription period and the payment
period. Subscription of new Shares through the exercise
of Subscription Rights is irrevocable, and the share-
holder may not withdraw or modify a subscription for
new Shares.

Shareholders with directly registered holdings
resident in Sweden?

Subscription for new Shares with first priority preferen-
tial rights through exercise of Subscription Rights shall
be made by means of simultaneous cash payment and
is binding. Subscription and payment are done either by
using the pre-printed bankgiro form or the appropriate
application form with simultaneous payment using one
of the following options:

e Bankgiro form - In the case that all Subscription
Rights received on the record date are exercised for
subscription of shares, the pre-printed bankgiro form
from Euroclear shall be used as the basis for applica-
tion for subscription by means of payment. The special
application form should therefore not be used. No
additions or changes may be made to the pre-printed
text on the bankgiro form.

e Application form - In the case that Subscription Rights
have been acquired or sold, or if, for any other reason,
the number of Subscription Rights to be exercised
differs from the number stated on the pre-printed issue

statement, a special application form shall be used

as the basis for subscription by means of payment.
Payment shall be made at the same time as the applica-
tion is made at any Swedish bank branch office with the
required authorization, in accordance with the instruc-
tions on the application form. Such an application form
can be obtained from any of Handelsbanken’s branch
offices in Sweden. The pre-printed bankgiro form should,
in such case, not be used.

Information to shareholders with directly registered
holdings not resident in Sweden*

Shareholders in Recipharm residing outside of Sweden
and who are not subject to the restrictions described in
the section “Shareholders resident in certain ineligible
jurisdictions” and who wish to participate in the issue
shall use the distributed application form when sub-
scribing. Upon submission of the application form to
the address specified below, payment shall be made

in Swedish krona (SEK) to the bank account specified
below:

Handelsbanken Capital Markets, Emission

SE 106 70 Stockholm, Sweden

Bank account: 6028 973 562 838

IBAN number: SE77 6000 0000 0009 7356 2838
SWIFT: HANDSESS

Upon payment, the subscriber’s name and address as
well as securities account (Sw. VP-konto) number or
payment identity as stated on the issue statement must
be stated. The application form and payment must be
received by Handelsbanken Capital Markets no later than
5.00 p.m. CET on 7 June 2016. Application forms for
shareholders who reside abroad can be obtained from
DNB’s website www.dnb.no/emisjoner Handelsbanken’s
website www.handelsbanken.se/investeringserbjudande,
Swedbank’s website www.swedbank.se/prospekt as well
as from Recipharm’s website
https://www.recipharm.com/investor-relations/
rights-issue-2016.

Shareholders with nominee-registered holdings
For shareholders whose holdings are registered with a
bank or nominee, subscription for new Shares on the
basis of first priority preferential right shall be made
to the respective nominee and in accordance with

the instructions from such nominee or if applicable,
nominees.

Paid subscribed shares (BTAs)

Registration of shares subscribed for with first pri-

ority preferential right by means of payment will be
registered with Euroclear as soon as this can be done,
which normally means up to two banking days after pay-
ment. After that, the subscriber will receive a securities
notification confirming the registration of the BTAs in the
subscriber’s securities account (Sw. VP-konto). After the
issue has been registered with the Swedish Companies

* Note that directly registered customers who reside outside Sweden and have access to a Swedish internet bank can use the pre-printed payment

form for subscription and payment
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Registration Office, which is expected to take place on or
about 14 June 2016, the BTAs will be converted to new
Shares, without notification from Euroclear. The new
Shares are expected to be available in each securit-
ies account (Sw. VP-konto) on or about 16 June 2016.
Shareholders with nominee-registered holdings receive
BTAs and information in accordance with procedures of
each nominee.

The ISIN code for Class B BTA is SE0008374664.

Trading in paid subscibed shares BTAs

Trading in Class B BTA is expected to take place on
Nasdaq Stockholm during the period from and including
25 May 2016 up to and including 10 June 2016 under

the symbol RECI BTA B. Class A BTA will not be subject
to any organized trading on a regulated market place.
Banks and other securities institutions with required
licenses will provide brokerage services for purchase
and sale of Class B BTA. The ISIN code for Class B BTA is
SE0008374664.

Subscription for shares on the basis of second
priority preferential right and without preferential
right
Subscription of shares on the basis of second priority
preferential right and without preferential right will take
place during the same time period as the application
for subscription of shares on the basis of first priority
preferential right, i.e. from and including 25 May 2016
and to and including 7 June 2016. The application to sub-
scribe for shares on the basis of second priority prefer-
ential right and without preferential right shall be made
using the application form “Subscription for shares with
second priority preferential right and without subscrip-
tion rights” which is to be completed, signed, and then
mailed or delivered to Handelsbanken Capital Markets,
Emission, to the address stated on the application form.
Application forms can be obtained at any Handelsbanken
branch office or downloaded from Handelsbanken’s web-
site www.handelsbanken.se/investeringserbjudande.
An application form can also be downloaded from
the Company’s website https://www.recipharm.com/
investor-relations/rights-issue-2016, DNB’s web-
site www.dnb.no/emisjoner and Swedbank’s website
www.swedbank.se/prospekt. The application form in
its original must be received by Handelsbanken Capital
Markets, Emission, no later than 5.00 p.m. CET on 7
June 2016.

The application form may be sent by mail to the
address on the application form or may be handed in
at any of Handelsbanken’s branch offices. Only one
application form per person or firm will be considered.
In the event that more than one application form is sent,
only the most recently dated form will be considered.
Application forms for less than 100 shares will not be
considered. Incomplete or incorrectly completed applic-
ation forms may be disregarded.

Shareholders with nominee-registered holdings

For shareholders whose holdings are nominee registered
with a bank or nominee, subscription for new Shares
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on the basis of second priority preferential right shall

be made to the respective nominee and in accordance
with the instructions from such nominee or if applicable,
nominees.

Allotment of shares subscribed for with second
priority preferential right and without preferential
right

Shares not subscribed for with first priority preferential
right will be offered to shareholders who subscribed

for shares with second priority preferential right. If the
offered shares are not sufficient to cover for subscrip-
tion with second priority preferential right, the shares
shall be allotted to the subscribers in relation to the
number of shares subscribed for by first priority prefer-
ential rights and, if this is not possible, by drawing lots.
Shares that are not subscribed for with first or second
priority preferential right will be offered to others who
have applied for subscription of shares in the Offering
and, in the event that they cannot obtain full allotment,
in relation to the number of shares that each person has
applied for subscription and, if this is not possible, by
drawing lots.

A settlement note will be sent as confirmation of any
allotment on or about 13 June 2016, and is to be paid in
accordance with the relevant instructions. A confirm-
ation is only sent to persons who have been allotted
shares. The estimated settlement date for shares sub-
scribed on the basis of second priority preferential right
and without preferential right is around 16 June 2016. If
payment is not made in time, the shares can be allotted
to others. In the event that the sale price is less than
the subscription price in connection with such a trans-
fer, the persons who were initially allotted the shares
are responsible for paying the entire or part of the
difference. After payment of the subscribed and allot-
ted shares and when the shares have been registered
with the Swedish Companies Registration Office (Sw.
Bolagsverket), a securities notification (Sw. VP-avi) will
be sent from Euroclear confirming the registration of
the subscribed and allotted shares in the subscriber’s
securities account.

Listing of the new Shares

Recipharm’s Class B shares are freely transferable and
listed for trading on Nasdaq Stockholm under the ticker
RECI B. Following the registration of the new Shares

by the Swedish Companies Registration Office, the new
Class B Shares will also be traded on Nasdaq Stockholm.
Registration with the Swedish Companies Registration
Office of the new Shares subscribed for with first priority
preferential right is expected to occur on or about 14
June 2016. Trading in the new Class B Shares is expec-
ted to begin on or about 16 June 2016, provided that
registration has taken place. The new Shares subscribed
for with second priority preferential right and without
preferential right are expected to be registered with the
Swedish Companies Registration Office on or about 21
June 2016, and the shares are expected to be registered
on each securities account on or about 22 June 2016 as
well as begin trading on or about 22 June 2016, provided

/ 29/



Terms, conditions and instructions

that registration has taken place. The new Class A
Shares will not be listed and are subject to a post-pur-
chase sale clause in accordance with the articles of
association.

Right to dividend

The new Shares entitle the holder to dividends for the
first time on the record date for dividend that occurs
immediately following that the shares have been
recorded in the share register maintained by Euroclear
and the Offering has been registered with the Swedish
Companies Registration Office.

Conditions for completion of the Offering

The Board of Directors of Recipharm does not have the
right to suspend, revoke or temporarily withdraw the
Offering to subscribe for shares in Recipharm in accord-
ance with the terms and conditions in this Prospectus.
The Board of Directors of Recipharm is entitled to
extend, one or several times, the period during which
subscription and payment can be made. Notification of
the extension of the subscription period, if any, will be
announced through a press release.

Announcement of the outcome of the Offering

The outcome of the Offering will be published in a press
release from Recipharm, which is expected to take place
on or about 13 June 2016.

Other information

In the event that a subscriber paid a too large amount
for issued shares, Recipharm will arrange for a refund of
the excess amount. Incomplete or incorrectly completed
application forms may be rejected. If the subscription
payment is made too late, is inadequate or is incorrectly
paid, the application for subscription may be disreg-
arded or the subscription may take place at a lower
amount. In such case, the subscription payment not
used will be refunded. Only one application form may

be submitted. If several application forms of the same
category are submitted, only the application form most
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recently received by Handelsbanken will be considered.
Payments received late in amounts less than SEK

100 will only be refunded upon request. The fact that
Handelsbanken is the issuing agent does not in itself
mean that Handelsbanken regards the party register-
ing in the Offering as a customer of Handelsbanken.
Handelsbanken’s receipt and processing of applica-
tion forms does not result in any client relationship
between investors in the Offering and Handelsbanken.
The subscriber is only considered as a customer of
Handelsbanken for the investment if Handelsbanken
has advised the subscriber regarding the Offering or
has contacted the subscriber individually regarding

the Offering. The consequence of Handelsbanken not
viewing the subscriber of the Offering as a client is that
the rules regarding protection of investors under the
Securities Markets Act (2007:528) will not be applied to
the investment. This means, inter alia, that neither the
so-called client classification nor the suitability assess-
ment will be applicable regarding the investment. The
subscriber is thus solely responsible for having suffi-
cient experience and knowledge to understand the risks
involved with the investment.

Information on processing of personal data

Those who subscribe for shares in the Offering will
provide certain information to Handelsbanken. Personal
data provided to Handelsbanken will be processed in
computer systems to the extent necessary in order to
provide services and administer client engagements.
Also personal data that is collected from other parties
than the client in question may be processed. It may
also be the case that personal data is processed in
computer systems of corporations or organisations
with which Handelsbanken co-operates. Information
regarding the processing of personal data is provided
by Handelsbanken’s branch offices, which also accept
requests for correction of personal data. Address
information may be collected by Handelsbanken through
an automatic data run by Euroclear.
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MARKET OVERVIEW

The following is an outline of the market in which Recipharm operates. Some information has been obtained from
third-party sources, and Recipharm has cited this information correctly in the Prospectus. Even if the Company
considers these sources to be trustworthy, no independent verification has been performed and thus neither the

accuracy nor the completeness of the information can be guaranteed. As far as the Company is aware and can
ascertain by comparison with other information published by such sources, no information has been omitted that
could render the reproduced information inaccurate or misleading. Where no specific source is stated, the future
assessments and estimates presented in this section are based on Recipharm’s current best assessment under the
current circumstances.

The market for outsourcing services to the pharmaceut-
ical industry consists of two different types of service
providers: companies that supply contract manufactur-
ing, known internationally as Contract Manufacturing
Organisations ("CMQO"), and companies that offer both
manufacturing and related development services,
known internationally as Contract Development and
Manufacturing Organisations ("CDMO"). Together, CMOs
and CDMOs are a relatively small part of the global
pharmaceutical industry. But at the same time, the mar-
ket for outsourcing services is growing faster than the
pharmaceutical industry as a whole and are expected to
do so in the future.

The early market for outsourcing services in the phar-
maceutical industry was focused mainly on manufactur-
ing of inputs to medicines such as Active Pharmaceutical
Ingredients, ("API"”), and other important intermediate,
referred to as primary production. With time, the out-
sourcing players expanded their service offering and is
responsible for major parts of the value chain, includ-
ing formulation, dosage, packaging, quality assurance,
product maintenance and regulatory support and logist-
ics services for the pharmaceutical industry, so-called
secondary production (dosage manufacturing). Potential
customers for outsourcing players vary in size and are
found in all parts of the pharmaceutical industry.

Processes and services in the production and development on the CDMO market

Discovery and Clinical studies Manufacturing Sales &
preclinicaldevelopment Marketing

T T T T T

Services typically outsourced to a CDMO

An extensive service offering allows CDMOs to support pharmaceutical companies with
managing a product’s transition from a laboratory environment to full-scale commercialisation.
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The customers ranges from major pharmaceutical
companies (“Big Pharma”) to smaller biotech and
generic companies in which the driving forces to use
an outsourcing provider varies depending on customer
type. For example, Big Pharma increasingly use vari-
ous outsourcing services in order to focus on their core
business and achieve a more flexible and efficient cost
structure. The incentives to use an outsourcing pro-
vider for the smaller biotech and generic companies are
mainly to avoid large investment and access to specialist
expertise.

OUTSOURCING IN THE PHARMACEUTICAL
INDUSTRY

Outsourcing in the pharmaceutical industry gener-

ally differs from outsourcing in other industries. The
product lifecycle for drugs is long - it can extend over
several decades - which means that customer rela-
tionships are long-term and generally characterized by
mutal interests. In addition, both the pharmaceutical
industry and the CDMO market are strictly regulated by
local and international agencies, and licences for drug
production are unique to each facility and often spe-
cific to each product. Changes in production processes,
such as relocating the production of individual products
from one production facility to another, are therefore
associated with extensive regulatory processes requir-
ing new regulatory approvals for manufacturing, which
could mean production interruptions and uncertainties.
Consequently, changing contract manufacturers is less
common and considered only when obvious cost and
quality gains are expected to be achieved.

THE CDMO MARKET

CDMO market size and projected growth

In 2015, sales in the global pharmaceutical market
totalled more than USD 1 trillion, with a projected aver-
age growth rate of 4-7 per cent annually over the next
five years, according to pharmaceutical information firm
IMS Health.! The pharmaceutical industry’s increased
use of CDMO services, driven by structural changes in
the industry, results in higher expected growth in the
CDMO market as compared with the underlying pharma-
ceutical industry.

According to the market research and consulting firm
Mordor Intelligence, the total market for manufacturing
and development services, including primary produc-
tion, was valued at USD 58 billion in 20142.Mordor
estimates that the market will reach USD 84 billion by
2020, which corresponds to an average annual growth
rate of 6.4 per cent for the forecast period. The market
share for primary production is currently larger than
the share for secondary production, but secondary
production is assumed to have faster growth during the
forecast period exceeding an average annual growth
rate of 10 per cent?.

According to PharmSource, in 2014 the global market
for CDMO services, excluding primary production, was
valued at USD 16.8 billion, an increase of 6.0 per cent
from 2013. Of this, 5.4 per cent was organic growth,
which means new customer contracts and/or increased
production volumes for products under existing
contracts.?

t Global Medicines Use in 2020, Outlook and Implications (IMS Institute for Healthcare Informatics, November 2015)

2 Global Pharmaceutical CMO Market (Mordor Intelligence, 2015)

3 Contract Dose Manufacturing Industry by the Numbers: Composition, Size, Market Share, Profitability and Outlook - 2015 Edition

(PharmSource, September 2015)

/ 32/

Invitation to subscribe for shares in Recipharm AB (publ)



Market overview

CDMO market players

The market players consist of CMOs and CDMOs. Some
of these players have their own drug portfolios and can
therefore, in a sense, also be considered to be pharma-

Distribution of Dose CMOs by Revenue
(Number of CMOs)*

] USD 500m+, 3% ceutical companies. One category of players has chosen

B USD 250m- to specialise in individual therapy areas, dosage forms
USD 499m. 3% or production methods, while others offer a wide range
USD 100m- of advanced manufacturing and development services.
USD 249m, 8% The market for CMOs and CDMOs is fragmented, and
USD 50m- is estimated to consist of more than 1,000 CMOs and

USD 99m, 14%

M USD 25m-
USD 49m, 21%

Il <USD 25m, 51%

CDMOs globally including more than 300 in Europe and
the United States?. Most of these are smaller compan-
ies with specialised services operating within a limited
geographical area.

Geographical coverage
According to Mordor Intelligence, North America, and
the United States in particular, is a CDMO market leader
with a 41 per cent market share in 20143.

The North American market is projected to have an

Dose CMO Industry Market Shares by Company size!

Il USD 500m-+, 36% average growth rate of 3.7 per cent annually to 2020.

B USD 250- The European market was valued at 12.9 billion USD
USD 499m, 12% in 2014 and calculated to amount to 21.9 billion USD in
USD 100- 2020, representing an expected average annual growth
USD 249m, 19% of 9.2 percent4. Both markets will, in absolute terms,
USD 50- remain the largest for several years to come.

USD 99m, 14% Emerging markets are estimated to account for the
M UsD 25- fastest future growth, within both the underlying phar-
USD 49m, 11% maceutical market and the CDMO market. According
M <USD 25m, 8% to IBEF, India is the world’s largest producer of generic

drugs, and its pharmaceutical industry is estimated to
grow by an average annual growth rate of 15.9 per cent
between 2015 and 2020. India’s pharmaceutical sector
accounted for 2.4 per cent of the global pharmaceut-

ical market’s value and for 10 per cent of the volume in
2015. The cost of production in India is 60 per cent lower
than in the United States and 50 per cent lower than in
Europe, according to IBEFS.

Geographic Reach of CMO Universe!

B Global, 16%
[ ] Japan, 5%
North America, 23%

GROWTH FACTORS IN THE CDMO MARKET
Recipharm’s customers are affected by developments in

EU, 55% the global pharmaceutical industry. The trends and the
M Row. 1% developments that have taken place in the industry have
largely served as a basis for the Company’s strategy,
and will continue to do so.

Contract Dose Manufacturing Industry by the Numbers: Composition, Size, Market Share, Profitability and Outlook - 2015 Edition
(PharmSource, September 2015) - study based on 219 leading CDMOs

2 According to a compilation and analysis carried out by an international strategy consulting firm, for Recipharm’s behalf, based on market reports
from Frost & Sullivan, BCC and Business Insight (2013)

Global Pharmaceutical CMO Market (Mordor Intelligence, 2015)

Europe Pharmaceutical CMO Market (Mordor Intelligence, 2015)

Indian pharmaceutical industry analysis presentation (IBEF, January 2016)

w
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Growth in the global pharmaceutical industry
The global pharmaceutical industry is affected by a
variety of factors, such as demographic trends, new
treatment methods through technological advances,
increased access to health care, policy initiatives,
regulatory changes, economic development and more.
Together, these factors have contributed to growth in
terms of volume that has been higher than the mar-
ket value, through increased drug consumption with
larger percentages of generic drugs and greater price
pressure.!

The main sources of growth in the global pharmaceut-
ical market are a growing population and an increased
prosperity that gives the population greater access to
medical treatment and medicines. On the major mar-
kets, the United States and Europe, growth is driven by
an ageing population with an increasing life expectancy
and a growing GDP. However, the largest percentage of
projected global growth comes from emerging econom-
ies, including China and India, where the standard of
living and cost of health care are rising as the economies
matures.!

Strategic utilisation of outsourcing solutions
According to PharmSource, CMOs and CDMOs account
for about one-third of the direct costs for the manufac-
ture of drugs,? such as material, human resources and
processing costs. Growth in the CDMO market, in terms
of both sales and production volumes, is expected to
mainly come from pharmaceutical companies’ increas-
ing use of outsourcing services rather than underlying
volume growth in the products already produced by
contract manufacturers.

The pharmaceutical industry’s ongoing structural
transformation due to shrinking portfolios of proprietary
drugs and lower productivity in research and devel-
opment means an increased need for improved cost
efficiency. As a result, pharmaceutical companies turn
to outsourcing to a greater extent. The complexity in the
pharmaceutical industry drives market players more and
more to look to CDMOs for solutions, thus driving the
growth of the CDMO market.

A CDMO player possesses expertise in specific devel-
opment and manufacturing areas, which increases the
incentives for pharmaceutical companies to make use
of a CDMO. Because of the greater opportunities for a
CDMO to differentiate itself through expertise and its
capacity to manage development processes, a CDMO
is better able to meet price pressures compared with
pure CMOs. Furthermore, by providing both manufac-
turing and related development services, a CDMO has
the chance to seize a larger share of the value chain of
pharmaceutical companies’ outsourcing.

Big Pharma outsources mature products for
increased cost-effectiveness

Most of the products that Big Pharma currently out-
sources are mature products whose patent protection
has expired and whose volume growth is low but stable
and relatively predictable. Furthermore, the profitab-
ility of the CMO and CDMO players for such products
is expected to be stable since pricing for outsourcing
services, as opposed to the drugs themselves, has
historically been affected only marginally when patents
have expired.

The following drivers are propelling Big Pharma to
increasingly turn to the CDMO industry:

e Shrinking portfolios of proprietary drugs as a result of
patent expirations;

e Lower productivity in the pharmaceutical companies’
research and development operations;

More extensive and time-consuming regulatory pro-
cesses for the approval of new drugs, which has led to
shorter periods for when an approved and commercial-
ised drug is covered by patents on the market;

Policy initiatives that aim to reduce society’s drug
costs; and

e An increasing need to improve the cost-effectiveness
of the pharmaceutical companies’ business and to
achieve more flexible cost structures.

Going forward, Big Pharma is expected to move produc-
tion even of the newer patented products to contract
manufacturers to a greater extent.

Small and medium-sized pharmaceutical
companies look for skills and capacity

Outsourcing has long been an important strategy for
smaller companies in the pharmaceutical industry

that have chosen not to retain the necessary capacity
or skills, or that have not had the resources to do so.
Over time, CDMO players have developed their service
offerings in order to offer the partnership and support
needed. The following drivers have contributed to the
emergence of outsourcing solutions for small and medi-
um-sized pharmaceutical companies:

e Access to specialist expertise and integrated develop-
ment and manufacturing skills;

e The ability to avoid high costs and investments related
to developing the necessary manufacturing skills,
capacity and new technologies;

e An increased focus on core business activities, such as
research and development and marketing;

e The ability to more quickly take products to market by
leveraging existing expertise and existing infrastruc-
ture for manufacturing;

! Global Outlook for Medicines Through 2018 (IMS Institute for Healthcare Informatics, November 2014)
2 Contract Dose Manufacturing Industry by the Numbers: Composition, Size, Market Share, Profitability and Outlook - 2015 Edition (PharmSource,

September 2015)
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e Lower unit costs that are deemed achievable through
a CDMO'’s strict focus on manufacturing and devel-
opment services as well as the opportunity to
concentrate production volumes from multiple phar-
maceutical companies in order to achieve a higher
level of capacity utilisation.

CDMO MARKET TRENDS

Continued consolidation in the customer chain
The pharmaceutical industry has undergone consol-
idation over the last 20 years, and this consolidation

is expected to continue. The year 2015 saw a spike in
both the value and the volume of transactions between
pharmaceutical companies. The total value increased
by 63 per cent compared with 2014, according to
PharmaVentures.!

Pharmaceutical M&A activity*

Deal Value = Number of Deals
US$bn
150 100
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In conjunction with acquisitions or mergers, pharma-
ceutical companies may outsource production or close
down certain production facilities. This means increased
business opportunities for a CDMO, which can take over
production agreements with or without the associated
production facilities. Many examples of this on-going
strategic realignment exist in which Big Pharma has
found alternative forms of ownership for its production
facilities on a global basis.

e Since 2010 Novartis International AG has sold, restruc-
tured or closed a total of 24 production facilities, and
during 2016 plans to centralise the organisation of the
hundreds of remaining facilities with a view to achiev-
ing more efficient production planning?.

Market overview

e F. Hoffman - La Roche Ltd. announced at the end of
2015 that it plans to restructure its organisation, and
will dispose of an additional four facilities between
2016 and 20213,

e Pfizer Inc. announced in 2013 that it planned to
close eight facilities after the merger with Wyeth in
20094,and it is likely that the company will announce
additional closings during 2016°.

As a result of an ongoing outsourcing trend, there is
good potential for a CDMO to enter into additional manu-
facturing agreements and possibly take over production
facilities from Big Pharma.

Consolidation in the CDMO industry

Even the maturing CDMO industry has entered a consol-
idation phase, and so the market has experienced many
mergers and acquisitions in recent years. Structural
changes take place continuously, and the CDMO market
remains highly fragmented. There are currently over
1,000 CDMOs on the market®. The 32 CDMOs that have
revenues of USD 100 million or more account for 67 per
cent of CDMO industry revenue. The CDMOs with reven-
ues of less than USD 50 million account for 71 per cent
of all CDMOs’.

Pharmaceutical companies are consolidating their
supplier mix

As the CDMO market consolidates, pharmaceutical com-
panies are taking a fresh look at their supplier mix. Many
companies are planning a more rational sourcing that
reduces the number of suppliers to a few carefully selec-
ted CMOs and CDMOs. Pharmaceutical companies are
looking for strategic partnerships as a way to simplify
their own supply chain and thereby reduce the number
of CMOs and CDMOs they do business with.

Acquisitions provide access to new markets and
technologies

Acquisitions are an effective way to access new mar-
kets in growth regions and niche markets or product
segments. The acquisitions benefit both small and large
companies in the CDMO market. For example, larger
CDMOs can expand their geographical reach by acquir-
ing smaller companies, while smaller CDMOs can gain
access to significant resources and technological know-
how through an acquisition.

Trends in the CMO Landscape (PharmaVentures, March 2016)
Novartis International AG, 2015 (Fourth quarter report, 2015)

F. Hoffman - La Roche Ltd, 2015 (Press release November 2015)
Pfizer Inc., 2013 (Appendix A, 2013 Financial Report)

Pfizer Inc., 2015 (Appendix A, 2015 Financial Report)

Trends in the CMO Landscape (PharmaVentures, March 2016)
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September 2015) - Study based on 219 leading CDMOs
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Market overview

Competence creep

Alongside cost-effective alternatives, the pharmaceut-
ical industry is requesting services that require special-
ised expertise. The result is a shift to CDMOs and their
advanced expertise and full-service offerings. This shift
justifies the pharmaceutical companies’ outsourcing to
CDMOs. Rapid technological advances can also speed up
the shift because a CDMO, through its focused expertise
and business activities, is in a better position to integ-
rate, develop and master the new technology.

The so-called competence creep means new custom-
ers for CDMOs as they enter into new product portfolio
agreements for the manufacture and/or development of
products that were previously managed by the pharma-
ceutical companies. And with this capability, a CDMO
generally takes over the former production facility. In
this strategic market shift, the CDMOs fills an increas-
ingly important role in the value chain and can take
over more complex processes within manufacturing
and development services. The trend of pharmaceutical
companies’ restricting their business to certain core
operations can be accelerated further as a result of the
rapid development of new production technologies and
innovative products that require new, technologically
advanced manufacturing methods.

More primary production in low-cost countries
Globalisation increasingly affects the market for
outsourcing services in the pharmaceutical industry.
Companies based in emerging markets and in low-cost
countries have established themselves within primary
production with some success in the more mature
Western markets, where they can offer additional cost
savings for customers in the pharmaceutical industry.
When production is moved to low-cost countries, the
biggest gains can be made in highly labour-intensive
scenarios or in the production of simpler drugs with
large production volumes. Service providers in low-cost
countries are playing a bigger role in the outsourcing of
primary manufacturing services, where the Asian out-
sourcing market is expected to grow significantly faster
than the outsourcing market globally.
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New regulatory requirements for increased
traceability of drugs

Through the European Parliament and the Council
Directive 2011/62/EU, rules have been introduced to
prevent counterfeit drugs from entering the legal supply
chain. Under the directive, primarily prescription drugs
will require security details that enable verification of
the legitimacy, traceability and identification of every
single package throughout the distribution chain, known
as serialisation.

Serialisation not only makes it more difficult to intro-
duce counterfeit drugs to the market; it also strengthens
patient security. The method essentially involves the
printing of bar codes on every single pharmaceutical
package, which makes it possible to register data on
the product’s origin, useful life and batch number. The
methodology recommended by several stakeholders in
Europe in order to comply with the new EU directives is
what is known as “end-to-end verification”. This means
that the product is checked in and out of the supply
chain in each country via an online e-verification pro-
cess. Checking in of the product is managed by the man-
ufacturer in connection with the product being entered
into the goods supply chain and checking out occurs
by the pharmacy in connection with the product being
served to a patient. The manufacturer is responsible for
ensuring that identification codes are stored in a data
base before the product is released to the supply chain.

In Recipharm'’s opinion, implementation of the direct-
ive will require considerable investments in the industry
and could lead to increased consolidation, primarily in
respect of the packaging of drugs, since CDMOs and
CMOs that cannot supply serialised products may need
to outsource the packaging of drugs to other operators.
Since the Company assesses that 85 per cent of its pro-
duction will require serialisation, the Company intends to
invest approximately EUR 40 million over the next three
years to ensure that there are high-quality solutions for
the serialisation processes. Recipharm already supplies
serialised products to countries such as Turkey, Korea
and China, and has also established a global steering
committee to ensure that there is an adaptable solu-
tion for enabling complete regulatory compliance in all
markets.
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Business description

BUSINESS DESCRIPTION

OVERVIEW

Recipharm is a leading European CDMO company in the
pharmaceutical industry. Recipharm was established in
Sweden in the mid-1990s, and the Company’s positive
development builds on decades of expertise. Recipharm
offers a wide range of services that are highly in demand
by today’s pharmaceutical companies, big and small.
Recipharm’s extensive offering covers all stages of phar-
maceutical development, from early-stage pharmaceut-
ical development to manufacturing, giving its customers
the opportunity to specify their needs and manage the
process so that they get the final product they are look-
ing for. Aided by the Company’s growing network of its
own facilities and synergies from various partnerships,
Recipharm broadens client access to markets through-
out Europe, North America, Asia and Africa.

Recipharm provides customised services that meet
the outsourcing requirements of its customers - the
pharmaceutical companies. Recipharm’s comprehens-
ive offering helps customers take their pharmaceutical
products from early development to actual production,
and can also include distribution.

Recipharm operates through three business segments:
Manufacturing Services - Sterile Liquids (“Sterile

Liquids”), Manufacturing Services - Solids & Others
(“Solids & Others”) and Development & Technology
("D&T"). The segments within Manufacturing Services
provide customers with access to a wide range of
technologies, expertise and services. The segment
Development & Technology offers a wide range of drug
development services as well as access to a number of
product rights and unique technologies.

Since its founding in 1995, Recipharm has grown
continuously by entering into new long-term produc-
tion agreements, often with the takeover of production
facilities, as well as through acquisitions. In addition to
increased sales, this has led to a diversification of the
Company’s customer base, a broadening of the service
offering and increased geographical presence.

The Company has at the date of the Prospectus 22
facilities, mainly for manufacturing, but also for devel-
opment services, with resources to handle most drug
dosage forms. Sales in 2015 amounted to SEK 3,389.4
million and operating profit amounted to SEK 274.2
million, corresponding to an operating margin of 8.1
percent. As per March 31, 2016 the Company had about
2,900 employees.

Recipharm'’s financial development 1995-2015

Net sales |
SEK millions

4,000

=== EBITDA margin
%

20%

15.5%

13.3%

1995 2007 2008 2009 2010
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Business description

RECIPHARM’S DEVELOPMENT

Recipharm is established (1995)

In 1995, Pharmacia AB took the strategic decision to
focus its tablet production to a few facilities. As a con-
sequence, Pharmacia AB's tablet facility in Arsta outside
Stockholm would be phased out and production moved
to Italy. Lars Backsell, former head of Pharmacia’s
self-care medication, and Thomas Eldered, former

plant manager at the Arsta facility, were both involved
in Pharmacia AB’s reorganisation and together saw an
opportunity in acquiring the Arsta facility instead of
seeing it closed down. Lars Backsell and Thomas Eldered
acquired the tablet facility and founded the company
Recip. In addition to the facility, a portfolio of about 20
smaller pharmaceutical products was included as well
as a five-year agreement on continued production for
Pharmacia in the acquisition. The new company retained
both the facility’s management and other staff, and con-
tinued production with 140 employees and annual sales
of approximately SEK 220 million of which SEK 40 million
was from its own products.

Recipharm’s development

Strategies are developed (1996-2007)
In 1998, Recip won packaging contracts for two major
Nordic pharmaceutical companies, marking the begin-
ning of its development as a CDMO. By 1999, Recip had
established two parallel business operations. One was a
marketing company with a portfolio of its own products
(containing just over 40 products), and the other was
contract and manufacturing services which acted as
a partner to players in the pharmaceutical industry.
In 2001, the Recipharm brand was established for the
contract manufacturing portion of Recip’s business. With
an increased focus on the CDMO market, the Company
signed several new production agreements with new
customers, and in some cases took over production
facilities up to 2007, which meant greater capacity, new
advanced technologies and dosage forms as well as a
growing network of customers.

In 2007, Recip decided to focus entirely on con-
tract manufacturing and hence sold all rights to the
Company’s own products, together with the brand
name Recip, to Meda AB. The CDMO business within
Recipharm became the Company’s new core business,
and the Company’s position as a purely CDMO business
was established.

N

7

1998 . 2004 § 2010 L 2016
: : i Karlskoga, Sweden : : i H H Karnal & Paonta

Sahib, India

: Héganas, Sweden Wasserburg, Germany

i Parets, Spain

1995 . 2003

H : Brescia, Italy
{ Stockholm, Sweden i Jordbro, Sweden i 2009 : :
: i Fontaine, France : : 2015
: 2002 2007 : Uppsala, Sweden

i Strangnas, Sweden

Solna, Sweden : Ness Ziona, Israel

Monts, France i Kayserberg, France

Ashton, United Kingdom

2014

: Pessac, France

Lisbon: Queluz och Odivelas,
i Portugal

Milan; Paderno Dugnano,

: Masate och Lainate, Italy
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Expansion in Europe and broadening of the offering
(2007-2010)

As part of Recipharm’s increased focus on outsourcing
services, in 2007 the Company signed a comprehensive
production agreement in which it took over a facility

for injection solutions in Monts, France and acquired a
facility in Ashton, England with the production of several
dosage forms. That same year, the Company also inves-
ted in a new development centre in Sweden. The year
2008 saw the additional expansion of the service offer-
ing when Recipharm took over a smaller lyophilisation
plant in Basel, Switzerland. In 2009, Recipharm entered
into a production agreement in which the Company

took over a facility for tablet and capsule production in
Fontaine, France, and a majority stake was acquired

in one of AstraZeneca PLC’s biotech laboratories in
Sodertalje, Sweden. In December 2009, Recipharm
acquired a portfolio of products from UCB S.A. in
Belgium containing product rights for a number of
mature products. A majority of the products were man-
ufactured by Recipharm in Ashton, England even before
the acquisition. In January 2010, Recipharm’s lyophilisa-
tion capacity was strengthened through the acquisition
of a production facility in Wasserburg, Germany. In the
beginning of 2010, the Company acquired a production
facility for developing biologics in Keele, England. In
October 2010, the Company entered into a production
agreement with Abbott Laboratories and thus took over
a production facility in Parets, Spain. Recipharm thereby
broadened its product range with oral solutions.

Consolidation and streamlining of operations
(2011-2013)

Followed by the acquisitions made between 2007 and
2010, Recipharm chose to focus on optimising the
business by restructuring its portfolio, streamlining

the organisation and disseminating best practice. In
2011, the unprofitable operations for the manufacture
of APIs for biologics were sold off, with sales of plants in
Sodertalje, Sweden and Keele, England. In 2010, both
businesses had sales totalling SEK 69.7 million. In addi-
tion, the production unit for sterile solutions was dis-
continued in Ashton, England as well as the small-scale
lyophilisation business in Basel, Switzerland. Recipharm
continued its efficiency measures during 2012-2013.
These measures brought a significant improvement in
operating margin and return on capital employed.

Business description

Developing into a global CDMO (2014-2016)
Recipharm believes that there are advantages to having
broad geographical coverage together with a broad ser-
vice offering. It creates better conditions for a complete
offering and brings synergies in sales and other efficien-
cies. Recipharm was listed on Nasdaq Stockholm on April
3, 2014, creating better conditions for growth through
acquisitions. Since the listing, Recipharm has completed
the acquisition of operations in France, India, Italy,
Portugal, Sweden and the United States. In February
2016, Recipharm adopted a new target to achieve sales
exceeding SEK 8 billion by 2020. Recipharm’s growth
strategy involves establishing operations outside Europe
and focusing primarily on the largest pharmaceutical mar-
kets as well as those markets with the highest growth.

Recipharm has in 2016 established a business in India,
with the acquisition of Nitin Lifesciences Ltd enabling
the Company’s customers to have access to high
quality and cost-effective production and direct sales
on the Indian market. On April 18, 2016 the Company
also announced the acquisition of parts of Kemwell
Biopharma Private Ltd’s pharmaceutical operations in
India, further expanding the Company’s production
capacity in India, with complementary technology to
the acquisition of Nitin Lifesciences Ltd. The acquisition
will, subject to regulatory approval is obtained, imply a
sharp widening of Recipharm’s capabilities and expert-
ise in India with production approved by the US FDA
and the EU. Following the acquisitions, the Company is
expected to have sales in emerging markets exceeding
SEK 800 milliont. In 2016, Recipharm will also expanded
to the United States, the world’s largest pharmaceutical
market, through the planned acquisition of Kemwell’s
operations in the US and in Sweden, which establish
Recipharm as a global CDMO.

t Preliminary figure including the already announced acquisition of the majority share in the Indian company Nitin Lifesciences Ltd.
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Business description

STRENGTHS AND COMPETITIVE ADVANTAGES
Leading European CDMO

Recipharm has established itself as one of Europe’s
largest contract manufacturers of pharmaceuticals and

in 2015, the Company was one of the ten largest contract
manufacturers in the world*. With production across large
parts of Europe, the Company operates in close proximity
to customers and can deliver products and services with
short lead times. Recipharm offers customers a broad
range of services, with high quality, from early devel-
opment phase to full-scale production, adapted to the
regulatory requirements on a global market.

With its strong position on the European market,
Recipharm is well positioned to take advantage of a
growing pharmaceutical market and a continued and
expected outsourcing trend. Recipharm has high deliv-
ery reliability and is a financially viable supplier, which
makes the Company an attractive partner for long-term
collaborations. Furthermore, Recipharm’s broad service
offering is an important aspect for many customers
since the Company can be both a development and
a manufacturing partner which in addition can offer
logistics solutions such as inventory management and
distribution.

Recipharm’s successful growth strategy, primarily
based on acquisitions and strategic production agree-
ments, has been a contributing factor to Recipharm'’s
strong market position.

Global presence and offering

Recipharm offers services to pharmaceutical companies
in all regulated pharmaceutical markets. Many of the
products manufactured in Europe are distributed also
to markets in South and North America, Asia, Australia
and Africa. Access to customers on the largest markets
and those with the highest growth has sharply increased
after the acquisitions made in recent years, where the
recently completed acquisition in India as well as the
recently announced agreement to acquire the majority
of Kemwell’s Swedish, US and Indian operations are
particularly important.

Recipharm believes that the establishment of opera-
tions in India provides the Company a unique position,
as only a few of its competitors have direct presence
in India, and since the competitors’ Indian operations
primarily focus on manufacturing of active ingredi-
ents and not on dose manufacturing and development
services, as Recipharm does. The establishment in India
also creates commercial synergies through up-selling
opportunities, partly through a cost efficient offering for
the Company’s existing customers in Europe and partly
through direct access to emerging markets, dominated
by growing sales directly to the fast-growing pharma
market in India. Several of Recipharm’s European cus-
tomers are looking for suppliers in India with high qual-
ity and delivery reliability, which they find in Recipharm
as the acquisitions add US FDA and EU approved cost
effective manufacturing options. There is also strong

potential to export pharmaceuticals from India to other
countries in Asia and Africa.

The planned acquisition of the development busi-
ness in the United States adds operational presence on
one of the world’s largest pharmaceutical markets, a
strong technology base and is expected to create better
opportunities for new relationships with North American
pharmaceutical companies, in particular with small and
medium-sized companies, which often look for out-
sourcing services within the development process.

Attractive, unique value proposition
Recipharm’s value proposition to current and future
customers is based on the following added values:
Pharmaceutical expertise, Managing complexity, Full
service offering, Risk control and Added value for the
customers. Within the framework of this value proposi-
tion, Recipharm offer its customers access to specialist
as well as proprietary technologies to a degree that, in
the Company’s assessment, many competitors lack. The
Company has unique possibilities to simplify customers’
geographical expansion with manufacturing capabilities
outside of Europe, now also on the Indian market, which
few other CDMOs can. Since Recipharm has a full service
offering, customers need only one supplier for all their
dose manufacturing.

Unlike many of its competitors, the Company has for
a long time been transparent regarding its financial
status, which is appreciated by customers. Recipharm
believes that customers perceive the Company to be
a financially stable partner, which creates a sense of
security for customers in a fragmented and consolidat-
ing market.

Synergies between development and production
Early in the development of a new product, the customer
must plan for future commercial production. Customers
who have entrusted their development projects to
Recipharm often prefer to also have the Company man-
age production of the finished product. The customer
can thus obtain a smooth transition between develop-
ment and production, which can simplify the process
for so called “tech transfer”. A development project in
any of the Company’s development units can therefore
drive growth within the production of Sterile Liquids and
Solids & Others. It is also an advantage to manufacture
newly developed and commercialized products since
these products are usually patented, and the Company
can normally achieve better margins for such products.
Conversely, manufacturing collaborations can generate
new projects within the business segment Development
& Technology.

The announced, but not yet completed, acquisition of
Kemwell’s US development operations and the planned
acquisition of Kemwell’s Indian operations further
strengthens Recipharm’s synergistic business model
by aligning US and Indian development and technology
operations with the manufacturing capabilities in India
and Europe.

t CMO Industry Update, Interphex 2016, (PharmSource April, 2016).
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Streamlining in manufacturing

Recipharm has a large number of facilities which creates
opportunities for synergies, both within administrative
functions and in purchasing, marketing and sales. The
large number of facilities, with partly similar types of
production, also creates potential to optimise the geo-
graphical allocation of production for certain products,
for example during new product launches.

To streamline production activities, all the operating
companies within manufacturing work with various
types of efficiency programmes. At the end of 2015,
the Company announced a major efficiency programme
within the Swedish part of the manufacturing segment
Solids & Others in order to adapt the business to projec-
ted future volume using a more efficient structure and
staffing. The programme is expected to yield estimated
cost savings of more than SEK 60 million, and the cost of
implementing the programme totals approximately SEK
15 million.

In addition, the integration of the planned acquisition
of Kemwell AB’s Swedish operations in Uppsala into
Recipharm’s existing Swedish operations is expected
to, in addition, result in significant cost savings and
synergies, particularly driven by asset rationalisation
and savings in general within administration activities.
These are expected to yield more than SEK 25 million
per annum when fully realized, which is expected during
the fourth quarter of 2017.

Long-standing customer relationships provide
stable cash flow generation

The industry’s long product cycles combined with the
high costs and long lead times, often more than two
years, associated with changing suppliers, mean that
Recipharm has good visibility of business with regard

to sales. Over the years the Company has established
strong, long-term customer relationships, and only a few
contracts have been terminated.

In 2008, the three largest customers accounted for 80
percent of sales. The corresponding figure for 2015 was
31 percent. The dependence on the largest customers
has thus declined significantly. During the same period,
a trend has emerged towards an increasing number
of Recipharm’s customers ordering a larger variety of
products, which has further contributed to stability in
invoicing.

Experienced Group management and Board
Recipharm’s Group management team consists of the
CEO, CFO and an additional nine persons, with respons-
ibility for acquisitions and strategic collaborations, mar-
keting, business development and sales, strategy and
global integration, operation development, quality man-
agement, development and technology coordination,
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CSR and human resources. In addition management
team members make up the various operating com-
pany subsidiaries boards or similar. Several members
of the Board of Directors and the Group management
team have worked at the Company since the 1990s. The
Board and Group management team includes people
with previous experience from leading positions in listed
companies. Lars Backsell, today Chairman of Recipharm,
and Thomas Eldered, CEO, started the company in 1995
and have since taken the company from net sales of SEK
220 million in 1995 to nearly SEK 3,400 million in 2015
with good profitability.

The Company’s Board and Group management has
successfully completed numerous acquisitions and
entered into strategic production agreements, and has
also identified the need for and implemented cost-effi-
ciency programmes. The Company has also phased out
a few unprofitable operations over the years in order
to create conditions for profitable growth. The results
of management’s actions are clearly illustrated by the
Company’s strong growth and profit margin improve-
ment since 2010.

During 2015, the Company has also strengthened
the Group management team in order to execute the
Company’s growth strategies.

Strong financial structure

Recipharm has stable cash flows, in large part because
the pharmaceutical industry is relatively insensitive

to business cycles. A major part (more than 90%) of
the product portfolio that is manufactured is not under
patent and therefore not subject to large volatility. For
some customers the production is based on detailed
orders, for other customers Recipharm plan production
according to the customer’s inventory levels and fore-
cast. Along with the long-standing customer relation-
ships described above, this provides stable volumes and
thus stable cash flows from operating activities.

The CDMO sector’s customers are placing more spe-
cific and more extensive demands on the financial viab-
ility and strength of their suppliers. Thus, Recipharm’s
strong financial position and status as a listed company
in a regulated, transparent market is a key competet-
ive advantage. Recipharm has an established history
of financing acquisitions with both equity and debt
financing, and the Company intends to follow a similar
financing strategy in the future. In addition Recipharm
has, as a listed company, access to the capital mar-
kets. Recipharm believes that this, together with good
banking relationships, long-term owners and strong
internal cash flow generation, makes the Company well
positioned to consolidate its strong position in the CDMO
market and over time execute additional acquisitions.
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VISION, TARGETS AND STRATEGY

Vision

Recipharm’s vision is to be acknowledged as the best-
in-class provider of contract development and manu-
facturing solutions to the pharmaceutical industry by its
customers, employees and other stakeholders.

Mission

Recipharm’s mission is to offer expertise and facilities in
the development, production and supply of pharmaceut-
icals to demanding customers for global use.

Targets
Recipharm’s overall goal is to be a world-leading supplier
of CDMO services. The Company aims to be the first
choice for its target customers and to maintain a solid
financial performance.

When Recipharm released its 2015 year-end report,
it announced updated financial targets after having
achieved ahead of time its target of doubling revenue
within five years, as communicated in conjunction with
the initial public offering in April 2014. The new financial
targets are the following:

e Annual sales should exceed SEK 8 billion by 2020
e EBITDA margin should be higher than 16 percent
e Net debt to equity should be less than 0.8

e The dividend should amount to 30-50 per cent of profit
after tax

Growth model

Recipharm’s customers within the pharmaceutical sector
are growing and are simultaneously seeking to consol-
idate their supplier base to comprise fewer players who
can offer a full range of highly specialized services on

a global basis. In light of this, Recipharm believes that
continued growth and broadening of its offering and
geographical presence are key factors for fortifying
and strengthening the Company’s competitiveness in
the CDMO industry while maintaining strong profitabil-
ity. Recipharm’s growth model is customer centric and
builds on the following elements:

e An attractive value proposition (see the "Business
Model” section),

e Continuous broadening of the Company’s range of
innovative technologies and know-how to meet cus-
tomer needs, and

e Establishing and expanding in all important regions
and countries worldwide where Recipharm’s current
and potential customers are active.

Strategy
Recipharm’s strategy for achieving its goals is based on
four pillars, described in more detail below.

Create added value for customers by providing broad
and innovative expertise

Recipharm strives to meet and exceed customer expect-
ations. The Company has long and broad experience
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in pharmaceutical development and manufacturing
services, which has created an extensive know-how and
a strong position from which the Company can continue
to deliver the highest level of services that meet quality
and compliance requirements in all key pharmaceutical
markets, and to manage technically highly complex
projects. At the same time, Recipharm has continuously
expanded its service offering with production capa-
city within established technologies as well as several
advanced niche competences such as freeze-drying
of products for injection solutions and so-called Blow-
Fill-Seal technology for ophthalmic drugs. Overall this
gives the Company the ability to perform assignments
throughout the value chain, from early development
and manufacturing to unique packaging and distribution
solutions. Recipharm believes that this provides a unique
opportunity to retain and increase sales from existing
customers as well as create new customer relationships.

Recipharm intends to continue its work to strengthen
its competence as well as its technology offering and
production capacity to be able to produce an ever
broader range of products and deliver a more unique
and integrated service offering, which in turn will help
its customers become more efficient and competitive
in their processes and on the market. For example,
Recipharm recently announced a technology invest-
ment initiative for drug traceability which positions the
Company to meet the customers’ regulatory require-
ments with a high-value service that at the same time
creates a major competitive advantage for Recipharm.
In addition, the announced acquisition of Kemwell's US
operations adds a wider range of services for develop-
ment of inhalation, liquid, semi-solid, solid and par-
enteral products with emphasis on early formulation
work, development of analytical methods and testing
as well as capacity for manufacturing of clinical trial
material. The planned acquisition of Kemwell’s acquisi-
tion in Uppsala will add further capacity and know-how
within API manufacturing as well as global regulatory
knowledge through production for, and export to over
60 markets. The acquisition of Kemwell’s pharmaceutical
operations in India, which is yet to be completed, will
provide Recipharm’s customers access to for instance
low-cost development services, including generics
development for the US market, and a wider range
of manufacturing services as well as US FDA and EU
approved manufacturing abilities. These added tech-
nologies and expertises further strengthen the offering
of development services and allows for the continued
penetration of new customer groups.

To ensure that Recipharm’s strong customer offer-
ing is promoted effectively towards individuals in a
decision-making positions at existing as well as pro-
spective customers, the Company intends to continue to
actively engage in business development. A sales organ-
isation with a local presence in Europe and the United
States is in place. In recent years, the sales organisation
has been strengthened through additional employees
and through Recipharm’s enhanced focus on key account
management and a uniform customer service.
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Strengthen presence in emerging markets

As described above, growth markets such as India and
China, the so called “pharmerging markets”, play a
central and growing role in the global pharmaceutical
industry; both as increasingly important end markets for
drugs as well as attractive locations for drug manufac-
turing for global end markets, since emerging markets
offer attractive cost environment and good access to
technically qualified staff. Recipharm therefore has

an explicit objective to establish and expand its direct
presence in pharmerging markets. The recent acquisi-
tion of Nitin Lifesciences Ltd. constituted an important
first step in these efforts, and has already generated
strong interest from European customers who wish to
gain access to the Indian market through the Company’s
established presence. Going forward, Recipharm intends
to focus on delivering the Company’s existing offer-

ing in India to its customers and to further expand its
presence in this market. Key target customer groups
include European pharmaceutical companies who have
an interest in reaching the Indian end market and other
locally regulated markets to which exports from the
Company'’s facilities in India can be delivered, as well as
global pharmaceutical companies looking for additional
local Indian production capacity.

On April 18, 2016, Recipharm announced the acquisition
of Kemwell Biopharma Private Ltd’s pharmaceutical oper-
ations in India. Provided that the acquisition is approved
by the Indian authorities, these operations will further
strengthen the company’s presence in the Indian market
and generate new growth opportunities, in part since
the business has a factory with production approved for
export to Europe and the United States. The acquisition,
also further reinforces Recipharm’s opportunities for
increasing sales in emerging markets, also directly to the
fast-growing Indian market and to emerging markets in
Asia and Africa via export from India.

Continue to consolidate the CDMO industry

The global CDMO industry remains fragmented with a
large number of small and medium-sized players, often
with a specialised service offering and/or geographically
limited operations. The customers’ desire to consolid-
ate their supplier base makes this type of companies
attractive acquisition candidates for larger CDMOs like
Recipharm. For Recipharm, this opens up the possib-
ility of gaining access to new technologies and expan-
ded capacity, as well as new customers and markets,
through the acquisition of such companies. In addition,
synergies on both the cost and revenue side contribute
to increased profitability. At the same time, the current
outsourcing trend among the major pharmaceutical
companies means that the possibilities to secure stra-
tegic production agreements, which include takeover

of the production facility, continue to be promising.
Recipharm’s agreement with Alcon, announced and com-
pleted during the autumn 2015, illustrates this. These
types of agreements often provide a rapid financial con-
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tribution, create long-term business relationships and
provide expanded production capacity, which can result
in up-selling opportunities from Recipharm’s customers.

Recipharm has successfully completed more than 15
acquisitions and strategic production agreements since
1998, which the Company believes clearly illustrates its
expertise and ability to drive consolidation in the CDMO
sector. This expansion has also been carried out with
significantly improved profitability.

A structured process for identifying, evaluating,
executing and integrating acquisitions (see also the
section “Acquisition Model” under “Business Model”) has
been established to ensure that new acquisitions are
contributing to the Company’s strategic, operational and
financial targets.

During the past year, Recipharm has carried out a
number of major transactions including the acquisitions
of Nitin Lifesciences Ltd, Mitim S.r.l., the agreement
with Alcon and the announced acquisitions of Kemwell’s
Indian, Swedish and US operations. In the short-term,
the Company is expecting a period of integration and
focus on generating the synergies and opportunities for
up-selling which these acquisitions create. However,
going forward Recipharm will seek continued growth
through acquisitions and new strategic production
agreements.

Continuously streamline the business

Recipharm continuously works to optimise the use of

its resources and to maximise efficiency. Frameworks
for increased efficiency through streamlining and value
creating processes (“Lean”) and others, are applied
throughout the organisation. An important part of

the Company’s technical expertise lies in its ability

to improve the efficiency of the production facilities

by implementing Lean programmes. This contributes

to making the Company’s customer offering more
attractive from a cost perspective and to making its
manufacturing processes more robust. It also positions
Recipharm well to meet the changing needs and require-
ments of the Company’s customers. Recipharm has
clearly demonstrated its ability to implement cost reduc-
tions and efficiency programmes when appropriate; the
latest such program was initiated in October 2015.

Going forward, Recipharm will continue to focus on
efficiency and cost control as an important part of the
Company'’s efforts to secure a strong, competitive busi-
ness and achieve its established financial targets.

In conjunction with the announced acquisition of
Kemwell’s Swedish operations, the Company has
mapped out clear initiatives for integration with existing
Swedish operations by asset rationalization and savings
in general within administration activities.

/ 43/



Business description

BUSINESS MODEL

Recipharm’s business model is to offer customers a
full-service concept featuring a combination of devel-
opment and manufacturing services. The Company

is a long-term partner in the pharmaceutical industry
and creates added value through effective utilisation

of capacity and extensive expertise in pharmaceuticals
production. Through Recipharm’s experience and know-
ledge, the Company is able to offer attractive products
and production development services.

Outsourcing

Outsourcing means that a contract manufacturer
assumes responsibility for the production of one or more
products.

One approach is moving the production to Recipharm’s
own production facilities. This is a relatively time-con-
suming process that can take several years and be very
costly since all steps in the move must be documented
and approved by the authorities in the relevant markets.
The advantage is that the Company can increase the
utilisation rate at existing production facilities and, to a
certain extent, make use of shared resources.

An alternative to moving production is maintaining
production at the customer’s existing production facilities
but transferring ownership, staff and legal responsibility
to Recipharm. The advantage of such an arrangement is
that the purchase price can be held at a symbolic level,
only a small investment is required, production can con-
tinue without interruption and no time-consuming regis-
trations are required. The last agreement of this kind was
made at the end of 2015 for products that use a blow-fill-
seal technology, with production facilities in Kaysersberg,
France. There are very rarely any agreement restrictions
that would prevent Recipharm from entering into produc-
tion agreements for products from other pharmaceutical
companies, so that the production facility in question can
be utilised more effectively.
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Effective capacity utilisation

Providers of outsourcing services in the pharmaceutical
industry typically have higher capacity utilisation than
pharmaceutical companies, because the providers can
more easily fill the factories with products from multiple
customers.

Recipharm believes its has the knowledge and the
reputation needed to spark customers’ interest in
increasing production and in new production at pro-
duction facilities. The Company works continuously to
identify products suitable for contract manufacture, and
business proposals can include full responsibility for the
entire chain, from current production site to transfer
of the product to the Company’s own facilities. Several
agreements are signed every year in this manner with
both existing and new customers. Recipharm can cover
the cost of the project and allocate it to the customer
over the term of the agreement to facilitate the cus-
tomer’s decision. Accepting new customers in existing
production facilities often involves a limited investment
for the Company.

Recipharm’s value proposition

Negotiating the contract manufacture of pharmaceutic-
als is an important strategic decision for a pharmaceut-
ical company, whether it regards moving production or
turning over current production to an external provider.
Changing production sites is a comprehensive process,
and production contracts are often drawn up for exten-
ded periods of time. Building the trust of a prospective
customer makes up an important part of Recipharm’s
sales efforts.

To continuously build and maintain the trust required
for successful collaboration with reputable customers,
Recipharm focuses on providing clear added value to
new and existing customers alike. The added values
Recipharm offers are:
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Pharmaceutical expertise

In addition to more traditional knowledge, Recipharm’s
customers are offered access to special technologies
such as lyophilisation and blow-fill-seal technology,
access to proprietary technologies, technology transfer
and regulatory support for Chemistry, Manufacturing
and Control (*CMC").

Managing complexity

Recipharm strives to offer its customers help in man-
aging complex processes such as: geographical distri-
bution, that is production facilities outside Europe and
where the Company now can offer manufacturing in
India; compliance with international laws and regula-
tions, including in the United States, Japan and Brazil;
plans to take the products to market; and plans for
transportation and supply chains.

A unique full-service offering
Recipharm is a full-service provider that offers project
management, a one-stop-shop from APIs to finished

product, a one-stop-shop from drug discovery to market

acceptance and through to product maintenance.

Risk controls

As a reliable and financial stable partner customers
expect that Recipharm: Keep promises, ensure reliable
delivery, and meet and maintain quality and compliance
standards. Recipharm can often offer two in-house
alternative production options, which contributes to
increased delivery reliability.

Added value for the customers

Recipharm offers its customers added value through
innovative solutions, problem solving and costeffective
solutions tailored to customer needs. There are several
examples in which Recipharm together with the cus-
tomer has reduced the overall cost and reduced lead
times. One particular area of focus now is to support
Recipharm’s customers in adapting their products to
future demands for traceability of individual pack level.
In this work, Recipharm has a strong position in the
market.

Acquisition Model
Acquisitions are key to Recipharm’s growth strategy.
Appropriate candidates are sought and evaluated on an
ongoing basis. Identification of the candidates is done
in various ways, including through various forms of
networking, but the company’s public visibility is also
important, and Recipharm is often contacted by various
parties who have knowledge of the Company’s acquis-
ition strategy and who knows the potential candidates
that might be relevant.

Recipharm uses several criteria to determine if a
target company meets the Company’s requirements for
becoming an acquisition candidate:

e Does the acquisition add a new technology to the
Company'’s offering?

e Will it provide important new customer relationships
and cross-sell opportunities within Recipharm’s exist-
ing business?
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o Will the acquisition open up a new market for
Recipharm through new geographies?

e Will the acquisition bring any cost synergies?

If one or more of these criteria is met, the company can
be interesting to evaluate further. This model for eval-
uating acquisition candidates is illustrated in the figure
below.

Acquisition criteria

RELATIONSHIP

TECHNOLOGY

MARKET

One of Recipharm’s strengths is being able to rapidly
integrate new companies in the Group. This is possible
because all companies in the Group are independent
operating companies. The integration process is well
established and is often carried out in about three
months after the company is acquired. During the
integration process a workgroup plays an important
role. When the integration phase is completed, control is
exerted by the internal Board, which consists mainly of
members of the Group’s executive committee.

The Recipharm Model

The Recipharm model forms the cornerstone of the
organisation and aims to maintain and develop the
Company’s entrepreneurial spirit as it grows and
changes. Flexibility, local adaptation and customer
focus are key priorities that influence both the corporate
structure and management organisation.

All Recipharm’s production facilities serve as strategic-
ally co-ordinated but operationally independent units.
This decentralised model allows new companies to be
acquired and production facilities to be taken over while
operations can continue with a minimum of production
disturbances. Some central functions are implemented,
but on the whole the units may continue operating as
independent companies. Each unit has a CEO or equi-
valent who possesses the authority and responsibility to
implement strategies and policies. An important change
for the production facilities acquired from large pharma-
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ceutical companies is the shift from being a cost centre
to a profit centre, which drives a greater commercial
focus. Performance of the various operating companies
is measured primarily on the units’ profitability as return
on capital employed. Second to profitability, growth is
the most important key ratio.

The units have independent responsibility for client
relationships and may develop and extend existing
agreements with existing customers. However, finding
new customers or new contracts for existing customers
is done by the Group-wide Business Management func-
tion. This function belongs organisationally to the parent
company but has employees in all key markets where
Recipharm operates. In addition to this there is a central
function for sales of development services with repres-
entatives in several different countries.

The parent company, Recipharm AB (publ), is respons-
ible for managing the Group as well as for new sales.
Group management plays an important role in support-
ing local units, such as by strengthening the customer
base and promoting cross-selling between units and
customers. Implementing and transferring best prac-
tices between different units is also managed centrally.
The parent company also includes a function for quality
work, including supplier assessment and the Groups
Corporate Social Responsibility work. Other key data
is business development, acquisitions and financing for
both the Company and individual units.

Recipharm’s customers come into contact with a
single brand and a unified customer experience. The
Recipharm brand is used by all units in the Company,
and customers who use several of Recipharm’s produc-
tion facilities experience the same business model and
corporate culture. All marketing is done by a central
function.

The Company’s core values - professionalism,
tenacity, entrepreneurship and reliability - align the
Company and present an important challenge to exec-
utive management as the Company grows and becomes
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more international. Recipharm’s approach is character-
ised by entrepreneurship and considers all operating
companies as independent units. See also the section
“Corporate Social Responsibility”.

Recipharm has established its Code of Conduct based
on the ten principles of the UN Global Compact, a frame-
work that guides our Company’s qualities and opera-
tions. The 10 principles address areas such as human
rights, labour, environment and anti-corruption.

Co-operation between Recipharm’s different units
Through close co-operation between Recipharm'’s dif-
ferent functions, the potential to cross-sell services can
be leveraged. The sales organisation, consisting of sales
functions at the local level and the Group management
level, brings extensive opportunities for cross-selling.
Through continuous contact with customers at each pro-
duction facility, customer requirements can be matched
with production capacity at other facilities. Recipharm
is an organisation with customer offerings in many
different areas and at many different levels of complex-
ity, which enables the Company to deliver significant
value-add to the customer. Similarly, it will be possible
to foster co-operation with a specific customer in an
early development phase so that related manufacturing
services can later be offered.

Knowledge transfer between the Company’s three
business segments, Development & Technology and the
two segments within Manufacturing Services, enables
it to leverage skills and experience in order to improve
development activities and to achieve high efficiency
and ensure quality when a drug transitions from the
development phase to the production phase.

For many customers who buy manufacturing services,
it is important that Recipharm offers development ser-
vices as it shows that the Company possesses deep and
broad pharmaceutical expertise.
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BUSINESS SEGMENTS

Recipharm operates through two business segments
within Manufacturing Services and the business segment
Development & Technology. Manufacturing Services is

in turn divided into the two manufacturing segments

Sterile Liquids and Solids & Others. Through both of
these business segments, the Company offers a full
range of services to help customers take their drugs
from the early development stage to production.

Sales split per segment 2015

Development &
Technology

Sterile Liquids

28 %

Solids & Others

EBITDA per segment 2015

Development &
Technology

Sterile Liquids

Solids & Others

Source: Recipharm (audited figures)

Manufacturing Services

Through the business segments within Manufacturing
Services, Recipharm offers its customers a pan-
European and Indian manufacturing platform with
access to a wide range of technologies, expertise and
services. The Company has broad expertise in devel-
opment and manufacturing services that includes a
large number of drugs in a variety of dosage forms. The
Company mainly provides manufacturing for pharma-
ceutical companies who choose outsourcing, but also
offers certain niche API production.

Recipharm’s extensive manufacturing network offers
customers choice and flexibility. When a pharmaceut-
ical product moves from development to production,
Recipharm ensures a quick and effective transition thanks
to the Company’s expertise in these areas. Recipharm’s
customers place high demands on the Company’s ability
to manage and co-ordinate complex projects. As a part-
ner to smaller pharmaceutical companies, Recipharm can
manage and co-ordinate the customer’s entire process
for product industrialisation and offer flexible production
during market launches. Among the big pharmaceut-
ical companies, customers value the co-operation with
Recipharm because the Company can efficiently man-
ufacture and, as required, develop mature products. In
this way, Recipharm helps extend the product lifecycle.

High quality standards

Recipharm constantly aims to deliver high-quality
services to its customers. Quality systems based

on well-established processes are used throughout
the organisation. All operating companies are run in
accordance with good manufacturing practice ("GMP").
All manufacturing subsidiaries produce pharmaceutic-
als that are approved by regulatory agencies in the EU,
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and several subsidiaries produce pharmaceuticals that
have been approved by the FDA in the United States. All
facilities are inspected on a regular basis by regulatory
agencies. There are some differences in requirements
between different national agencies, so processes may
need to be adjusted.

Each subsidiary has its own personnel involved in
quality issues who are tasked with local implementation
of policies and processes. Recipharm’s Central Quality
Management is responsible for establishing quality
policies and overseeing quality and regulatory compliance
throughout the Group. To ensure a high level of quality
and to meet customer and regulatory requirements,
Recipharm regularly inspects suppliers and contractors,
as well as monitors and evaluates inspections by central
government agencies and the high number of customer
inspections at different production facilities.

Custom service levels

An important element of Recipharm’s integrated solution
is giving customers control over the choice of service
level for production. To enable this, the Company offers
a wide range of add-on services, including:

e Regulatory services - Recipharm has its own team of
regulatory experts who specialise in developing doc-
umentation packages for submitting applications for
approval, re-registrations and other cases on behalf of
its customers.

e Supply chain - Recipharm works closely with cus-
tomers to optimise all aspects of their operations,
from raw materials to market offering. Recipharm can
provide purchasing support tailored to each individual
customer’s needs, thanks to a global supplier network
and extensive experience in purchasing raw materi-
als. The Company works together with its suppliers to
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ensure the continuity of supply and raw materials of
high quality.

All Recipharm operating companies in Europe pro-
duce pharmaceuticals that are registered with EU
authorities. Many also have the necessary permits

to manufacture products outside Europe, like in the
United States and Japan. Further up the value chain,
Recipharm has implemented advanced online solutions
for vendor-managed inventory (“VMI"), which enables
Recipharm to fully manage customer inventory and
distribution.

o Active lifecycle management - By combining
its expertise in manufacturing and development,
Recipharm can offer services for extending the
product lifecycle of mature products.

Analytical services
Recipharm’s service offering also includes stability stud-
ies and the development of analytical methods. For cus-
tomers who import products to the EU, Recipharm offers
complete services for EU gateway release and testing.
The products Recipharm manufactures for customers
mainly consist of mature products, where the majority
are so-called branded generics, meaning that the drugs
have the same active ingredients as the originals but are
marketed under other brand names. The Company as per
March 31 2016 manufactures over 500 different products
(over 2,700 SKUs) and delivers these to more than 220
different customers. The business area’s customer base
includes some of the big global pharma companies as well
as several well-known small and medium-sized players.

Manufacturing Services - Sterile Liquids

Sales H
EBITDA & — EBITDA
SEK millions %

1,000 956.8 40%

800

30%

25.2%

600
23.1%

20%

400

10%
200

2013 2014 2015

Source: Recipharm (audited figures)

Sales by the manufacturing segment Sterile Liquids
increased from SEK 557 million in 2013 to SEK 957 million
in 2015. EBITDA increased from SEK 140 million in 2013
to SEK 221 million in 2015. The EBITDA margin dropped
from 25.2 per cent in 2013 to 23.1 per cent in 2015.

The segment includes sterile technologies such as
liquid medicines in vials, lyophilised drugs and products
manufactured using blow-fill-seal technology, as well as
drugs for eye diseases.
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This segment has shown strong performance in recent
years, largely driven by increased demand for injectable
solutions and lyophilised preparations. Recipharm has
therefore chosen to make significant investments in this
area to meet the increased demand.

Since its listing on Nasdaqg Stockholm in 2014,
Recipharm has acquired operations within Sterile Liquids
in France, India and Italy, as well as a smaller business
(part of the acquisition of Lusomedicamenta) in Portugal.

Recipharm is investing more than SEK 330 million in
a new lyophilisation plant in Wasserburg, Germany and
therefore judges itself to be the CDMO with the greatest
lyophilisation capacity in Europe. Recipharm has inves-
ted more than SEK 25 million in new capacity in France
and has recently initiated a packaging investment in
Wasserburg, Germany in order to offer the entire process
of filling, freeze drying and packaging in co-operation
with one of the Company’s major customers.

Manufacturing Services - Solids & Others

Sales H
EBITDA = — EBITDA
SEK millions %
2,000 20%
18325
1,600
1467.0 15%

1,200
10%
800
6.4%

5%
400

2013 2014 2015

Source: Recipharm (audited figures)

The manufacturing segment Solids & Others is the
Company’s largest segment in terms of sales. Sales
increased from SEK 1,467 million in 2013 to SEK 1,833
million in 2015. EBITDA declined from SEK 146 million
in 2013 to SEK 117 million in 2015. The EBITDA margin
dropped from 9.9 per cent in 2013 to 6.4 per cent in
2015.

The segment is Recipharm’s largest segment and
closely reflects the size of the market for CMO/CDMO
services. This segment is focused on tablet dosage
forms followed by capsules and semi-solids. The seg-
ment also includes other dosage forms such as patches,
aerosols and others.

The Company believes that competition is generally
higher in this segment compared with Sterile Liquids and
that competition continues to increase. Recipharm is
focused on remaining competitive, with a special focus
on Lean initiatives and purchasing efficiency, as well as
being able to offer a high-quality product and service. In
addition, there are niche combinations of product types
and dosage forms that show strong growth and better
margins.

/49 /



Business description

Sales ®
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Source: Recipharm (audited figures)

Development & Technology

Sales by the Development & Technology business seg-
ment increased from SEK 175 million in 2013 to SEK 767
million in 2015. EBITDA increased from SEK 33 million
in 2013 to SEK 222 million in 2015. The EBITDA margin
rose from 19.1 per cent in 2013 to 28.9 percent in 2015.

Through the Development & Technology business seg-
ment, Recipharm provides a comprehensive, full-service
offering of technical development services to support
customers as they develop early product concepts
during the development phase in the laboratory and
then progress to completed, approved pharmaceuticals
through to full-scale production. By supporting custom-
ers in their development efforts, Recipharm aims to be
the customer’s natural choice as a production partner
for manufacturing the developed drug product. This way,
the Company’s development services create a supply of
new products and customers.

As an important component of the development services
offering, the Company can assist the customer during the
technology transfer in a development project. Furthermore,
there are a number of product rights and technologies used
for customer contracts or for the manufacture of products
mainly marketed and sold by other companies.

In 2015 product rights generated sales of SEK 514
million, corresponding to 67 percent, while the remain-
ing 33 per cent, is attributable to projects completed by
Development & Technology for its customers in which
revenues were mainly based on hourly rates.

Development services

In the context of its development offering, Recipharm can
provide chemical services and deliver raw materials like
APIs and excipients, develop formulations, develop and val-
idate analytical methods, conduct stability studies, choose
the right packaging materials and also provide small-scale
manufacturing for clinical trials. Customers are often small
and medium-sized businesses with limited pharmaceutical
resources.

Development capacity for APIs - The Company’s
modern, well-equipped facility in Italy and the planned
acquisition of Kemwell’s facility in Uppsala, Sweden,
develop and manufacture APIs. Recipharm can also
supply the international market with niche, generic drug
master files for approval on highly regulated markets,
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including the United States.

Good Manufacturing Practice pilot facilities - In
Sweden, France and through the announced acqusition
in the United States, Recipharm operates GMP pilot
facilities where it can produce both solid and semi-solid
formulations as well as sterile containers. These facilit-
ies can also be equipped to support other dosage forms.

Technology transfer

An important element of Recipharm’s development
services is providing assistance during technology
transfer in a pharmaceutical project, when the drug goes
from small-scale production in clinical trials to full-scale
commercial production of the registered drug. The pro-
cess of transitioning from a laboratory environment to
larger scale production at another facility is delicate and
extensive, because facilities and methodology must be
documented, validated and approved to ensure that the
commercial product is identical to that accepted at the
clinical trials. This transfer of technology requires detailed
knowledge of manufacturing processes and test methods
for the product. By combining Recipharm’s expertise from
both the development phase and large-scale production,
the Company can ensure an efficient process for the
customer. Recipharm has also expanded its expertise so
that it can facilitate and speed up the process when the
products are transferred from an external supplier to the
Company’s manufacturing facilities.

Technologies and product rights

Recipharm’s offering in Development & Technology also
includes technologies and patents for which it holds an
extensive portfolio of product rights, most of which are
licenced to external parties. Recipharm can, in some
cases, make investments in intellectual property (IP)
together with clients to enable the development of drugs
which are then produced in the Company’s facilities.

Drug development is based on a variety of techno-
logies and product rights, where the Company offers
customers and partners a wide range of proprietary
products and an attractive IP portfolio. This includes
technologies, drug delivery methods and drug master
files. Depending on the type of intellectual property
terms, Recipharm can offer different forms of collabora-
tion, distribution, supply and licensing agreements.

In 2015, the Company expanded its offering through
the addition of new proprietary technologies, both
through collaborations and in-house development.
Recipharm also made equity investments in the compan-
ies XSpray, Synthonics and LIDDS, thereby establishing
a solid platform for collaboration and access to new,
innovative drug delivery technologies. Going forward,
the Company intends to further strengthen its internal
IP portfolio. Several development projects have been
initiated with well-known active pharmaceutical ingredi-
ents in niche areas, and the Company continuously
reviews potential product candidates.

Recipharm’s product portfolio consists of about 50
products, so-called “branded generics”, which are
produced by Recipharm but sold and marketed by other
companies in their names.
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Recipharm'’s production facilities

Recipharm has operating companies in Europe and Asia.

After the announced acqusition in the United States is
finalised, Recipharm will also have an operating com-
pany in the United States. The companies in Europe
operate in England, France, Italy, Portugal, Spain,
Sweden and Germany. In Asia, Recipharm has opera-
tions in India and Israel.
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Most companies support one business segment, while
others support multiple segments. The following is a
brief description of Recipharm’s facilities, when they
were acquired and what offering they have.

. Recipharm’s current
production facilities

. Announced, but not yet
acquired, production
facilities
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United Kingdom

1. Asthon

Acquired in 2007
Manufacturing Services
- Solids & Others
Manufactures solid,
semi-solid and liquid
preparations

France

2. Pessac

Acquired in 2014
Development

& Technology,
Manufacturing Services
- Solids & Others
Performs development
services and manufac-
tures solid preparations

3. Fontaine

Acquired in 2008
Manufacturing Services
- Solids & Others
Manufactures solid
preparations

4. Monts

Acquired in 2007
Manufacturing Services
- Sterile Liquids
Manufactures injection
solutions

5. Kaysersberg
Acquired in 2015
Manufacturing Services
- Sterile Liquids
Manufactures eye
medications

India

6. Karnal & Paonta
Sahib

Acquired in 2016
Manufacturing Services
- Sterile Liquids
Manufactures injection
solutions

7. Bangalore
Acquisition® in 2016
Manufacturing
Services - Solids &
Others, Development &
Technology
Manufactures solid,
semi-solid and liquid
preparations as well as
performs development
services

Israel

8. Ness Ziona
Acquired in 2015
Development &
Technology

Performs development
services

Italy

9. Paderno Dugnano
Acquired in 2014
Development

& Technology,
Manufacturing Services
- Solids & Others
Performs development
services, manufac-
tures APIs and solid
preperations

10. Masate

Acquired in 2014
Manufacturing Services
- Sterile Liquids
Manufactures injection
solutions

11. Lainate

Acquired in 2014
Manufacturing Services
- Sterile Liquids

Freeze drying of APIs

12. Brescia

Acquired in 2016
Manufacturing Services
- Sterile Liquids,
Manufacturing Services
- Solids & Others
Manufactures injec-
tion solutions and solid
preparations

Portugal

13. Queluz

Acquired in 2014
Manufacturing Services
- Solids & Others
Manufactures solid and
semi-solid preparations

14. Odivelas

Acquired in 2014
Manufacturing Services
- Sterile Liquids
Manufactures eye
medications

Spain

15. Parets

Acquired in 2010
Manufacturing Services
- Solids & Others
Manufactures solid,
semi-solid and liquid
preparations

Sweden

16. Hoganas

Acquired in 1998
Manufacturing Services
- Solids & Others
Manufactures solid
preparations

17. Karlskoga
Acquired in 2004
Manufacturing Services
- Solids & Others
Manufacturing semi-
solid preparations

18. Solna

Established in 2007
Development &
Technology

Performs development
services

19. Stockholm
Acquired in 1995
Manufacturing Services
- Solids & Others
Manufactures solid
preparations

20. Strangnas
Acquired in 2002
Manufacturing Services
- Solids & Others
Manufactures solid
preparations

21. Uppsala

Acquired in 2015
Development &
Technology

Performs development
services

22. Uppsala
Acquisition? in 2016
Manufacturing Services
- Solids & Others
Manufactures solid and
semi-solid preparations

Germany

23. Wasserburg
Acquired in 2010
Manufacturing Services
- Sterile Liquids
Manufactures sterile
injectable solutions

USA

24. Research Triangle
Park

Acquisition? in 2016
Development &
Technology

Performs development
services

1 The acqusition is subject to regulatory approvals and is expected to be completed before the end of 2016.
2 The acqusition is subject to certain commitments confirmed by a third party and is expected to be completed before the end of the second quarter in

2016.
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CUSTOMERS

Recipharm had as per March 31, 2016 330 customers
throughout the pharmaceutical industry, including Big
Pharma, small and medium-sized specialty pharma,
generic companies, biotech companies and develop-
ment companies. The Company'’s offering is especially
designed to meet the needs of the two key customer
groups Big Pharma and small and medium-sized spe-
cialty pharma.

Big Pharma, the big global pharmaceutical companies,
forms the basis of Recipharm’s offering. These custom-
ers are judged to mainly choose Recipharm as a produc-
tion partner for established products with high volumes
and high standards for product maintenance and
product updates. Advanced solutions in logistics, where
Recipharm can take on full responsibility for inventory
and distribution, are expected to become increasingly
interesting for Big Pharma. In several cases, Recipharm
also took over the associated production facilities when
it entered into new, larger production contracts.

Small and medium-sized specialty pharma, such as
niche companies, which often lack the necessary know-
ledge and capacity for pharmaceutical manufacture,
are an important target group for Recipharm. These
customers are expected to gain the most benefit from
the full-service concept, which allows them to use the
Company’s wide range of development services and
manufacturing technologies. Recipharm strives to enter
the development process early in order to obtain as
comprehensive contracts as possible.

Share of sales by customer segment

M Big Pharma, 39%

[ Small och Mid-
sized Specialty
Pharma, 35%

Generic Pharma, 15%
Other customer, 10%

B Emerging Pharma, 1%
ging )

Source: Recipharm (unaudited figures)

Loyal, diverse and growing customer base
Recipharm continuously pursues diversification of its
offering of dosage forms, technologies and local manu-
facturing options. This enables Recipharm to grow within
the framework of its existing customer base while gen-
erating new business. The Company’s existing customer
base of small and medium-sized companies reveals
significant growth potential. These companies often lack
the skills and development and manufacturing resources
that the Company offers. It is these customers who
benefit the most from Recipharm’s full-service offering.
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Business description

In 2015, Recipharm expanded its base of new custom-
ers and extended existing contracts. A broad customer
base brings good potential for cross-selling between
production facilities and new customers. In total, the
number of customers in Recipharm’s customer register
has more than doubled during 2015. Recipharm has a
very loyal customer base; very few contracts are ter-
minated. This is largely due to a highly regulated mar-
ket, which makes it costly and complicated to change
manufacturer, and to the fact that Recipharm maintains
very high delivery service at the promised quality. The
three largest customers accounted for 80 percent of
sales in 2008, which in 2015 declined to 31 percent.

Increased customer diversification

100%

80%

60%

2008 2015

@ CUSTOMERA @ CUSTOMER B CUSTOMER C
@ CUSTOMERD @ CUSTOMERE ~ CUSTOMERF (0 OTHER

Source: Recipharm (unaudited figures)

Recipharm’s customers are demanding and devote care
to choosing reliable suppliers. High transfer costs and a
high degree of complexity around compliance with relev-
ant provisions brings many customers to Recipharm.

Customers value Recipharm’s focus and its priority
on long-term relationships. They also appreciate the
Company’s capacity to provide full-service solutions for
effectively managing their specific requirements.

One of Recipharm’s main acquisitions is Nitin
Lifesciences Ltd in India, which represents Recipharm’s
biggest entry into an emerging market. The Company’s
presence there will be even stronger after the acquisi-
tion of Kemwell Biopharma Private Ltd’s pharmaceutical
operations in India is completed, which is expected
before the end of 2016. Also important is Recipharm’s
announced acquisition of Cirrus Pharmaceuticals Inc. in
the United States, which creates new relationships with
US companies and further contributes to cross-selling
opportunities.
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Business description

ORGANISATION AND EMPLOYEES

Organisation

The Group consists of the parent company, with Group
functions, and operating companies; see also “The
Recipharm Model” above. Each operating company has a
Board consisting of several members of the Group man-
agement team and, in some cases, one or two external
members.

Group Management
Group management works in the Parent Company, and
an organisational chart is provided below.

President

Thomas Eldered

Human Resources Legal
General Counsel

Erik Domines

VP
Jonas Lejontand

Finance, Control &
Investor Relations

CFO and Executive VP
Bjérn Westberg

(

Manufacturing
Services Europe

Global Technologies

Executive VP

)

Corporate
Development

Strategy &
Global Integration

Executive VP
Jean-Frangois Hilaire

President Executive VP
Kjell Johansson Car/zlohanispak Mark Quick
[ [ [ )
Business Operations Quality Manufacturing
Management Development Management Services & CSR
VP VP VP VP
Kenth Berg Magnus Renck Thomas Beck Erik Haeffler

Employees

Recipharm strives to be a premier provider of CDMO
services. Achieving this goal depends on the Company’s
ability to attract and retain qualified employees.

As per 31 March 2016 the Company had approxim-
ately 2,900 employees. Since its founding, the Company
has grown considerably. But Recipharm believes that
the Company’s entrepreneurial corporate culture and
its desire to keep its original core values appeal to old
and new employees alike. The Recipharm model, which
stands for being proactive and having confidence in the
individual, is an important element for maintaining the
Company’s position as an attractive employer.

Recipharm has operations in several countries where the
employees are distributed as shown below.

Employees per country (average 2015)

Il Sweden, 33%
[ France, 22%
Germany, 13%
Italy, 12%
[ ] Portugal, 9%
[ United Kingdom, 7%
M Spain, 4%

Source: Recipharm

45% men 55% women

Source: Recipharm
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Average number of FTEs per country

E:IE 2014 2013 2012
Sweden 659 650 661 637
France 445 343 356 354
UK 142 144 175 195
Germany 254 260 252 242
Spain 90 83 77 79
Portugal 177 23 - -
Italy 248 61 - -
Israel 4 - - -
FTEs 2,019 1,564 1,521 1,507

The following acquisitions have been made or announced

after 31 December 2015:

Business description

Recipharm works with different initiatives to attract
and retain skilled, dedicated staff. In recent years,
Recipharm has been especially engaged in the following

initiatives:

- Create the conditions for executing Recipharm’s

growth strategy

- Clarify and communicate Recipharm’s values

To create good conditions for executing our growth
strategy, Recipharm has taken the following actions in

recent years:

- Expanded the workforce in key functions

- Adopted a talent management initiative

To cope with growth, sales and management func-
tions are the ones primarily affected. In recent years

FTEs per Recipharm has more than doubled its sales force,
Country Company March 31, 2016 brought a sharper focus on management and co-opera-
Italy Mitim S.r.l.t 192 tion with key customers, and developed the Company’s
customer service processes.
India Nitin Lifesciences Ltd.? 440 Talent management is becoming more and more
Dagny Pharma Private Ltd.> 1,389 important as Recipharm grows, particularly as the
Company enters new regions. Therefore, Recipharm has
Sweden Kemwell AB? 242 established a talent management strategy for identify-
us Cirrus Pharmaceuticals Inc.? 43 ing strategic skills, positions and areas of expertise as
well as the employees who have the ability and interest
Source: Recipharm to develop their knowledge.
Recipharm’s core values are as follows:
4 N\ ( 4 \ (
Tenacity Reliability Professionalism Entrepreneurship

e We show commitment
in everything we do

We are commited to
reaching our goals

We are persistent and
we will not give up
easily

If we encounter an
obstacle, we try
harder to find a
solution

e We create trust by
always delivering on
promises

e We deliver with quality
and in time

e We are honest and
always follow our code
of conduct

e We maintain a high
level of competence
to deliver a return
on investment to our
stakeholders

e We are flexible,
service minded and
always looking for the
best solutions

We learn from our
mistakes

e We show respect
- to customers,
peers, partners and
managers

e We are innovative and
creative in finding
ways to develop and
improve our business

We are open to change
but respect that it can
take time to achieve

We have a “can do”
attitude and always
take on challenges
with the mindset that
nothing is too difficult

Acquired February 24, 2016.
2 Acquired April 11, 2016.

3 Announced April 18 2016, closing planned later this year. Dagny Pharma Private Ltd is the newly established entity to which Kemwell Biopharma
Private Ltd’s pharmaceutical operations in India will be transferred as part of the closing of the transaction.
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CODE OF CONDUCT AND CORPORATE SOCIAL
RESPONSIBILITY

Recipharm’s Supplier Code of Conduct

Because Recipharm’s products and services affect
people’s lives and health, it is imperative that business is
done in a responsible and ethical manner. To ensure high
ethical standards, Recipharm has established a Supplier
Code of Conduct that will be implemented in 2016.
Recipharm requires that its suppliers accept and comply
with the principles specified in the Code of Conduct.
Recipharm expects that suppliers co-operate in a
transparent manner and, if necessary, provide access to
relevant documents and premises.

Ethics

Suppliers should focus on promoting workers’ human
rights and treat them with dignity and respect.
Recipharm complies with the relevant international
standards and agreements in this area and expects its
suppliers to do so as well.

Health and safety

Suppliers should provide a safe and healthy working
environment, even with regards to any housing provided
by the Company.

Environment

Suppliers should operate in an environmentally respons-
ible and efficient manner, and minimise any negative
impact on the environment. Suppliers are encouraged to
conserve natural resources, avoid the use of hazardous
materials, and conduct activities that reuse and recycle
resources. This also applies to the supplier’s own suppli-
ers and contractors.

Animal welfare

Animal testing should not be used unless the alternat-
ives are not scientifically valid or accepted by regulators.
If animal testing is carried out, the animals should be
handled as to minimise pain and stress.

Management systems and compliance

Suppliers should use management systems to facilitate
continuous improvement and compliance in accord-
ance with the Supplier Code of Conduct. Suppliers are
encouraged to integrate the Supplier Code of Conduct in
their existing management system or to implement an
appropriate management system.

Environment
For many years, Recipharm has focused on creat-
ing a good working environment for employees and
minimising its impact on the external environment.
Recipharm’s environmental commitment is exempli-
fied by the Company’s international environmental
prize, awarded to the best innovation in environmental
research related to the pharmaceutical industry.

In addition to the areas mentioned above related to
suppliers, Recipharm has the following focus areas for
environmental protection:
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Providing environmentally sound services

Best environmental practice has formed a key element
of the Company’s business throughout its long history.
Recipharm increasingly takes into account sustainabil-
ity issues when deciding on investments and business
activities. Among the many issues Recipharm prioritises
are the management of chemicals and hazardous waste
and energy solutions for reducing carbon emissions.

High environmental, health and safety standards

The Company’s sustainability efforts focus on providing
manufacturing and development services that uphold
high environmental, health and safety standards. All the
Company'’s facilities have, or aspire to, ISO 14001 certi-
fication, and most also hold OHSAS 18000 certification.
The goal is for newly acquired facilities to be certified
within two years after they have been incorporated into
the Group.

Taking care of our environment

Pharmaceuticals are manufactured specifically to be
biologically active. Their release into the environment
poses risks to plants and animals. Recipharm’s system-
atic approach helps to minimise these risks. Through
its ongoing environmental work, Recipharm can offer
customers tailored services based on a comprehensive
environmental programme.

Local initiatives
Recipharm continuously strives to be a responsible
company by offering environmentally sound services. In
addition to certifications, all operating companies follow
Recipharm’s environmental policy. The policy focuses
on the areas of Recipharm’s operations that have the
greatest impact on the environment, that is, carbon
dioxide emissions, the handling of chemicals, raw mater-
ials and waste, and energy consumption.

The Company’s environmental policy provides a
common framework for the continuous improvement
of environmental efficiency. In addition, the Recipharm
model provides a platform for the local units to drive
initiatives based on local needs while taking into account
local considerations. By driving efficiency in the local
units, Recipharm ensures that the best solutions are
implemented since local teams have the best chance of
success.
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Selected financial information

SELECTED FINANCIAL INFORMATION

Recipharm’s financial performance for the financial years financial information and other information presented
2013, 2014 and 2015 and for the period 1 January-31 in the Prospectus have been rounded to make it easily
March 2016 and the comparative period 1 January-31 accessible to the reader. Therefore the figures in certain
March 2015, which has been prepared according to IFRS, columns do not exactly add up to the specified total sum.
as adopted by the EU, is presented below. The financial The information in this section should be read together
information for the 2013, 2014 and 2015 financial years with Recipharm’s annual reports for 2014 and 2015, and
is taken from the 2013, 2014 and 2015 annual reports, the Company’s interim report for January-March 2016.
which have been audited, while the information for the The financial effects of the acquisitions of Mitim S.r.I.
period January-March 2015 and 2016 is taken from (with exeption from effect during the period 24 February
the unaudited interim report for the period January- - 31 March 2016), Nitin Lifesciences Ltd and the planned
March 2016 and is incorporated into the Prospectus by acqusition of Kemwell’s US and Swedish operations have
reference. been excluded from the financial information in this sec-

With the exception for the key ratios which are spe- tion. Proforma financial statements for the 2015 financial
cifically mentioned not to be prepared according to IFRS, year that take into account these acquisitions can be found
all financial information in this section has been pre- in section “Pro forma financial statements”.

pared according to IFRS, as adopted by the EU. Certain

CONDENSED CONSOLIDATED INCOME STATEMENT

Jan-Mar Jan-Mar

2016 2015 2015 2014 2013
SEK millions Unaudited Unaudited Audited Audited Audited
Net sales 972.9 873.2 3,389.4 2,569.3 2,124.6
Other 33.4 28.3 118.7 43.0 36.7
Total operating income 1,006.2 901.5 3,508.1 2,612.3 2,161.3
Raw materials and consumables -264.5 -231.6 -958.8 -703.9 -580.7
Other external costs -227.8 -195.6 -799.7 -588.7 -468.6
Employee benefits expense -359.1 -299.2 -1,176.1 -888.6 -806.6
Depreciation, amortisation
and impairment of assets -67.5 -57.6 -235.6 -127.2 -94.9
Other operating expenses -17.7 -17.1 -62.8 -32.0 -22.5
Profit/loss in associated entities -0.6 - -1.0 0.1 -
Operating profit 68.9 100.4 274.2 272.1 188.1
Net financial items -22.0 68.1 35.4 -56.1 -20.9
Profit before tax 46.9 168.5 309.6 216.1 167.1
Tax on profit for the period -22.1 -47.6 -94.6 -55.9 -72.7
Profit for the period 24.8 120.8 215.1 160.2 94.4
OTHER COMPREHENSIVE INCOME
Exchange gains/losses
on translation of foreign operations 14.8 -71.5 -96.1 65.2 14.5
Fair market value of financial instruments 0.2 -37.1 -39.9 42.1 -
Deferred taxes on items
which may be reclassified to profit or loss 0.0 8.2 8.8 -9.3 -
Total items that will not be reclassified to
profit or loss -4.2 -0.8 6.6 -24.9 -2.3
Comprehensive income for the period 35.6 19.6 94.5 233.4 106.6
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

31/03/2016 31/03/2015 31/12/2015

31/12/2014 31/12/2013

SEK millions Unaudited Unaudited Audited Audited Audited
ASSETS
Non-current assets
Intangible assets 2,712.8 2,362.0 2,271.2 2,469.2 362.2
Property, plant and equipment 1,610.9 1,056.0 1,446.3 1,051.9 451.9
Other non-current assets 167.6 112.6 153.4 93.4 56.4
Total non-current assets 4,491.3 3,531.5 3,870.9 3,614.6 870.5
Current assets
Inventories 733.6 583.3 641.8 590.8 413.1
Trade receivables 677.8 534.9 467.0 528.2 237.2
Tax receivables 39.9 39.2 52.7 36.8 34.1
Other receivables 98.5 71.6 59.5 33.9 14.5
Short-term investments - - - 137.3 -
Prepaid expenses and accrued income 90.7 70.2 70.6 57.5 50.9
Total current assets 1,640.5 1,229.2 1,291.6 1,384.6 749.8
Cash and cash equivalents 1,628.0 607.3 534.2 404.5 190.2
Total assets 7,759.9 5,438.0 5,696.7 5,403.7 1,810.5
EQUITY AND LIABILITIES
Equity 3,179.5 2,711.0 2,740.5 2,131.3 680.8
Non-current liabilities 3,753.5 2,079.8 2,260.9 2,136.4 533.3
Current liabilities 826.8 647.2 695.3 1,136.1 596.4
Total equity and liabilities 7,759.9 5,438.0 5,696.7 5,403.7 1,810.5
CONDENSED CONSOLIDATED CASH FLOW STATEMENT
Jan-Mar Jan-Mar

2016 2015 2015 2014 2013
SEK millions Unaudited Unaudited Audited Audited Audited
Cash flow from operating activities -60.5 148.4 428.8 254.2 179.6
Cash flow from investing activities -553.2 55.3 -420.5 -1,456.8 -104.1
Cash flow from financing activities 1,727.1 4.7 132.9 1,405.4 -59.9
Total cash flow for the year 1,113.5 208.4 141.1 202.8 15.6
Cash and cash equivalents at beginning of period 534.2 404.5 404.5 190.2 179.2
Exchange differences -19.7 -5.6 -11.5 11.5 -4.6
Cash and cash equivalents at end of period 1,628.0 607.3 534.2 404.5 190.2
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SEGMENT INFORMATION

Selected financial information

Jan-Mar Jan-Mar
2016 2015 2015 2014 2013
SEK millions Unaudited Unaudited Audited Audited Audited
Net sales
Manufacturing Services Sterile Liquids 367.9 233.3 956.8 713.1 556.7
External sales 362.1 231.9 941.6 707.2 549.4
Internal sales 5.8 1.4 15.2 5.9 7.3
Manufacturing Services Solids & Others 462.4 461.7 1,832.5 1,578.1 1,467.0
External sales 432.4 421.6 1,690.7 1,463.9 1,403.2
Internal sales 30.0 40.1 141.8 114.2 63.8
Development & Technology 181.2 220.1 767.4 399.0 174.8
External sales 178.4 219.7 757.1 398.1 171.5
Internal sales 2.8 0.4 10.3 0.9 3.3
Eliminations and other -38.6 -41.9 -167.2 -121.0 -73.9
Total 972.9 873.2 3,389.4 2,569.3 2,124.6
EBITDA
Manufacturing Services Sterile Liquids 69.0 66.0 220.7 157.7 140.2
Manufacturing Services Solids & Others 59.5 29.2 117.4 199.0 145.9
Development & Technology 28.3 69.6 222.1 100.7 33.4
Other -20.4 -6.7 -50.3 -58.1 -36.5
Total 136.4 158.0 509.9 399.3 283.0

KEY FIGURES

The table below includes certain key financial figures that are not defined according to IFRS, such as "EBITDA”, “EBITDA
margin” and “EBIT margin”. The Company believes these non-IFRS key financial figures provide a better understanding
of the Company’s economic trends. These financial figures have not, unless stated otherwise, been audited and should
not be evaluated on a stand-alone basis nor as an alternative to key financial performance figures calculated in accord-
ance with IFRS. Furthermore, these key financial figures, as the Company has defined them, have not been compared

to other key financial figures with similar names used by other companies. The reasoning behind this that the aforemen-
tioned key financial figures are not consistently defined in the same way and other companies can calculate these figures

in a different fashion the Company.

Jan-Mar Jan-Mar

2016 2015 2015 2014 2013
SEK millions Unaudited Unaudited Audited Audited Audited
KEY FIGURES DIRECTLY FROM ACCOUNTS
Net sales 972.9 873.2 3,389.4 2,569.3 2,124.6
Operating profit (EBIT) 68.9 100.4 274.2 272.1 188.1
Profit before tax 46.1 168.5 309.6 216.1 167.1
Profit for the period 24.8 120.8 215.1 160.2 94.4
Basic earnings per share (SEK) 0.52 2.74 4.72 4.63 3.72
Diluted earnings per share (SEK) 0.52 2.74 4.72 4.13 3.66
Average number of basic shares (millions) 48.2 44.1 45.6 34.6 25.4
Average number of diluted shares (millions) 48.2 44.1 45.7 39.7 26.1
Dividend per share (SEK) - - 1.50 1.25 -
OTHER KEY RATIOS
EBITDA 136.4 158.0 509.8 399.3 283.0
EBITDA margin (%) 14.0 18.1 15.0 15.5 13.3
EBIT margin (%) 7.1 11.5 8.1 10.6 8.9
Net debt 1,510.2 937.3 1,182.9 1,163.7 409.8
Net debt/equity ratio (times) 0.47 0.35 0.43 0.55 0.60
Operating capital 4,689.6 3,648.3 3,923.4 3,295.0 1,090.6
Return on operating capital (%) 5.8 12.3 7.6 12.4 17.6
Return on equity (%) 4.0 13.1 8.8 11.4 14.5
Equity/assets ratio (%) 40.8 49.9 48.1 39.4 37.6
Interest coverage ratio (%) 2.93 22.3 11.7 4.3 7.0
Share price, end of period (SEK) 152.0 183.0 126.5 134.5 -
Average number of employees 2,335 2,058 2,019 1,564 1,521
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DEFINITIONS

EBITDA

Earnings before interest, taxes, depreciation and
amortisation.

EBITDA margin
EBITDA divided by net sales.

EBIT margin
Operating profit (EBIT) divided by net sales.

Net debt
Interest-bearing liabilities less cash and cash
equivalents.

Net debt/equity ratio
Net debt divided by equity.

Operating capital
Net debt plus equity.

Return on operating capital

Operating profit for the latest 12-month period divided
by average operating capital (average of opening and
closing balance for most recent 12-month period).

Return on equity

Profit after tax for the latest 12-month period divided by
average equity (average of opening and closing balance
for most recent 12-month period).

Equity/assets ratio
Equity as a percentage of total assets.

Interest coverage ratio
Operating profit plus finance income divided by finance

costs.

Share price end of period
Closing price on the last trading day of the period.

Average number of employees
Average number of full-time employees for the period.
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Operational and financial overview

OPERATIONAL AND FINANCIAL OVERVIEW

This operational and financial overview is intended to facilitate the understanding and assessment
of trends and changes in Recipharm’s financial performance and financial position. Historical
performance is not necessarily an accurate indicator of future performance. The information in
this section should be read in conjunction with the section “Selected financial information” and the
documents incorporated by reference in the Prospectus.

The statements in this section relating to sector forecasts, Recipharm’s future results, liquidity and
capital resources, and non-historical information are forward-looking statements. These forward-
looking statements are subject to numerous risks and uncertainties, including the risks and
uncertainties described under “Important information” in this Prospectus. The Company’s actual
results may differ materially from the forward-looking statements.

SEGMENTS

Recipharm reports its operations in three strategic
business segments. Operations mainly related to
contract manufacturing are reported in two seg-
ments: Manufacturing Services Sterile Liquids and
Manufacturing Services Solids & Others, depending on
the dosage form. Development services, technologies,
intellectual property rights, product rights, cooperation
projects and some API development and manufacturing
are reported in the Development & Technology business
segment. Below is a split of net sales by segment.

Net sales (external sales) 2015 per segment

l Manufacturing
services - Sterile
Liquids, 28%

[ Manufacturing
services - Solids
& Others, 50%

Development &
Technology, 22%

Source: Recipharm (audited figures)

Manufacturing Services Sterile Liquids
Manufacturing Services Sterile Liquids reported net
sales of SEK 957 million in 2015. The segment is a global
supplier of sterile and lyophilised dosage forms from
facilities in Wasserburg (Germany) and Monts (France),
as well as the facilities acquired in Milan (Italy) and
Lisbon (Portugal) in 2014. The operations in Kaysersberg
(France) was added as per 31 December 2015 and Nitin
Lifesciences (India) was acquired on 11 April 2016.

Manufacturing Services - Solids & Others

The segment’s sales of products and services amounted
to SEK 1,833 million in 2015. The segment’s facilities
carry out contract manufacturing of tablets, semi-solid
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formulations such as creams and ointments, capsules,
granules, powders, inhalers and sprays. Five of the facil-
ities are in Sweden, and the Company has other facil-
ities in Ashton (England), Barcelona (Spain), Fontaine
(France), Karnal (India) and Lisbon (Portugal).

Development & Technology

The Development & Technology segment’s net sales
for 2015 were SEK 767 million. SEK 514 million of the
amount was income from the Company’s own products
and contract manufacturing of active ingredients, while
the remaining SEK 253 million was related to develop-
ment services for external clients.

The development facilities offer different types of ser-
vices within the pharmaceutical development process,
with facilities located in Ness Ziona (Israel), Pessac
(France), Solna (Sweden) and Uppsala (Sweden).

A large proportion of Recipharm’s product rights are
produced in the Company’s own production facilities
and sold internally to companies in the Development &
Technology segment.

In many cases, the product rights are licensed to dis-
tributors and marketing companies in the pharmaceut-
ical sphere. Revenue from out-licensing is recognised as
other operating income.

PRESENTATION OF FINANCIAL INFORMATION
Below is a description of certain items in Recipharm’s
income statement.

Revenue

The Group’s revenue is generated from the sales of
goods and services, with customers principally consist-
ing of international pharmaceutical companies. Revenue
comprises the fair value of goods and services sold,
excluding value-added tax and rebates, after elimination
of intra-group sales. Revenue from the sale of goods is
invoiced and recognised in the accounts when the goods
have been delivered from Recipharm’s inventories.
Revenue from the sale of services is recognised in the
financial statements in the period in which the services
are rendered. Revenue is based on the following criteria:
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e Pharmaceutical manufacturing (contract manufactur-
ing) - Prices are quoted per product manufactured for
the customer. The revenue is a function of price and
volumes sold per product.

Sale of services - Prices are set as hourly rates or
fixed prices for the fulfilment of projects, or milestones
in a project.

Product sales — Prices are quoted per product sold to
the customer, who is normally the distributor for the
relevant market. The revenue is a function of price and
number sold per product for which the Company owns
the product rights.

Other operating income consists of licence revenue from
the out-licensing of proprietary product rights, exchange
gains arising from the revaluation of foreign currency
operating assets and liabilities, accounting gains on the
disposal of non-current assets, and other cost reim-
bursements, such as damages and insurance payouts.

Raw materials and consumables

Raw materials and consumables consist mainly of
purchased raw materials and packaging materials

for finished products sold. The value of inventories is
evaluated regularly, taking into account the market
value of the products and actual production costs.

The Group uses an activity-based costing model using
standard costs which are calculated annually for finished
products, semi-finished products and inputs. Differences
between the standard cost and fair value are recog-
nised as income or expense under “Raw materials and
consumables” as they arise. When a product has passed
its use-by date or failed quality control, an obsolescence
provision is made. Raw materials and consumables also
includes the cost of discarded products, raw materials
and packaging materials.

Other external costs

Other external expenses include operating expenses such
as rent, maintenance of buildings and machinery, repairs,
purchase of consumables, insurance, travel expenses,
marketing expenses, agency staff, consulting fees, regu-
latory costs, membership fees and licence fees.

Employee benefits expense

Employee benefits expense consists of salaries, pen-
sion premiums, cost reimbursements, social security
contributions for the Company’s employees, training and
other personnel costs. Costs relating to temporary staff
employed by temporary work agencies are reported
under “Other external costs”.

Depreciation, amortisation and impairment
Depreciation and amortisation consist of scheduled
straight-line depreciation of property, plant and equip-
ment and amortisation of intangible assets. Property,
plant and equipment consists of buildings, machinery

and equipment which are depreciated over their expec-
ted economic life. Amortisation of intangible assets is
primarily the value of customer contracts and trademarks
related to the acquisition of Corvette Pharmaceutical
Services Group (Italy), Lusomedicamenta Sociedade
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Técnica Farmacéutica S.A. (Lisbon) and Wasserburger
Arzneimittelwerk and acquired product rights, such as the
product portfolio acquired from UCB Pharma in Belgium.

Recipharm normally applies the following depreciation
periods:

Buildings 25-40 years
Improvement of third-party property 8-20 years
Plant, machinery and equipment 3-15 years
Product rights 8-15 years
Other intangible assets 5-10 years

At the end of each reporting period, the residual value of
each asset is compared with its expected lifetime, and
any impairment of the value is recognised in accordance
with IAS 8. An inventory of all property, plant and equip-
ment is taken once a year.

Other operating expenses

Other operating expenses consist primarily of land and
property taxes and a special value-added tax contri-
bution, which are all related to the French operations.
Other operating expenses also include exchange losses
on receivables and operating liabilities.

Finance income

Recipharm’s finance income comes from interest
income on cash and cash equivalents. It also includes
net exchange gains on financial assets and non-current
liabilities in foreign currencies.

Finance costs

Finance costs are interest expenses associated with the
Company’s loans. They also include net exchange losses
on financial assets and non-current liabilities in foreign
currencies. Impairment losses on financial assets are
reported under finance costs.

Taxes

The Group’s tax expense consists of current tax and
deferred tax. Taxes are recognised in the income
statement except when the underlying transaction is
recognised in comprehensive income, in which case the
related tax effect is recognised in equity. Current tax is
the amount of income taxes payable or recoverable in
respect of the current year.

Recipharm tax expenses are primarily affected by cor-
porate tax in Sweden, France, the UK, Germany, Spain,
Italy, Portugal, India and to some extent the United
States. The effective tax rate depends on the distribu-
tion of income between the different countries and the
impact of deferred tax assets/liabilities.

FACTORS THAT AFFECT RECIPHARM'S
EARNINGS

Recipharm has identified the following factors that are
most likely to affect the Company’s earnings:

e Price and volume trend in existing operations
e Acquisitions

e New production agreements, with or without the
takeover of production facilities
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e Operational efficiency

e Market volatility and generic competition
e Product mix

e Raw material prices

e Exchange rate changes

Seasonality

Price and volume trend in existing operations
Agreements with customers normally govern price fluc-
tuations, with price clauses that link to a specific infla-
tion index or similar mechanism, and price adjustments
in connection with major fluctuations, such as switching
raw material or major changes in commodity prices.

The volume trend in existing operations is mainly
impacted by the following components:

e New manufacturing contracts
e VVolume trend for existing products

e Terminated manufacturing contracts

New manufacturing contracts in respect of product pro-
jects not protected by patents normally have a positive
impact, since they lead to improved capacity utilisa-
tion. This also applies to product projects protected by
patents, whereby the contribution is generally more
positive, because new product projects generate higher
margins in the end market, at the same time as volume
rises because a new product has been established in
additional markets. The Company also invests in expan-
ded capacity to meet demand. An example of this is the
capacity investment in Wasserburg, which will generate
expanded volumes during 2017, primarily related to new
contracts.

The Company’s contracts are predominantly exclusive,
meaning that only Recipharm is permitted to manufac-
ture the particular product. This means that the volumes
to be manufactured are governed by how successful the
customer is in bringing the product to the end market.
The volume trend in the existing business is normally
very stable, primarily related to the fact that more than
90 per cent of the products that are manufactured are
not patent protected and have existed in a market for
a number of years, with stable volumes. The custom-
ers’ products occasionally meet increased competition,
in which case manufactured volumes are impacted. A
major negative effect can arise for products that are
considered small mainly in the eyes of major pharma-
ceutical companies, and are therefore not assigned
priority by the customer.

The proportion of terminated contracts is very small,
largely because the pharmaceutical industry is metic-
ulously controlled, whereby changes take time, usually
more than two years, and are normally costly. There
are a few examples during Recipharm’s 20 years in the
industry of midsize contracts being terminated.

Acquisitions

Recipharm'’s ability to identify and implement potential
acquisitions, thereby reaching new customers, techno-
logies and markets, has an impact on the Company’s
growth and earnings. Recipharm has made acquisitions
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in France, India, Italy, Portugal, the UK, Sweden and
Germany since 2007. The acquisitions have contributed
to a geographic presence in these countries and brought
new customers. The acquisitions have enabled the
Company to expand and increase its capacity with new
technologies and dosage forms.

Through the acquisitions in Italy, Portugal and France,
the Company has taken over a number of product rights,
which it intends to further develop, and rights to techno-
logies that can be used in new product development.

Acquisitions are a key growth component in
Recipharm’s strategy and the Company constantly
seeks opportunities to acquire companies that match its
acquisition criteria. The assessment is that Recipharm
will take an active role in the consolidation of the frag-
mented market for CDMOs, which will set the conditions
for future acquisitive growth.

New production agreements, with or without the
takeover of production facilities

Recipharm actively seeks opportunities for new pro-
duction agreements. These include agreements under
which production is transferred to the Company’s own
premises and agreements under which the Company
takes over the existing production facility, which is then
run under the Company’s management. Historically,
Recipharm has concluded a number of strategic produc-
tion agreements that have involved a takeover of the
production facility. These include the production facil-
ities in Monts, France (2007), Fontaine, France (2008),
Parets, Spain (2010) and most recently Kaysersberg,
France (2015). This has given the Company access to
new customers, technologies and markets.

The availability of these types of production agree-
ments may vary from one year to another, which
affects the Company’s growth. However, the long term
trend shows an increase in the number of production
agreements.

Improved operational efficiency
The main factors that affect, or have affected,
Recipharm’s operational efficiency are as follows:

e Focusing on profitable operations and discontinuing
unprofitable operations

e Efficiency programmes

e Utilisation of capacity at a facility and in the entire
Group

The manufacturing subsidiaries work actively on various
efficiency programmes, such as lean manufacturing.
Efficiency improvements are also carried out regularly
by the introduction of more efficient equipment in order
to increase the number of products produced per unit
time, for example. In 2013, the Company invested in

a new filling and packaging line in Hé6ganas, Sweden,
which brought an increase in capacity and reduced the
number of employees by just over 10. A number of other
measures aimed at adapting personnel needs to the
volumes produced have also been regularly implemen-
ted. This has been the case at the facilities in Fontaine,
(France), Parets, (Spain), Stockholm and Strangnas
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(Sweden) in the 2010-2015 period.

Efficiency is achieved through higher capacity utilisa-
tion in existing facilities. What primarily affects earnings
is increased production volumes. Increased production
volumes in an existing production facility allow the
facility to obtain coverage for its fixed costs, such as
rent and heating, which are not directly dependent on
production volumes.

The Company’s earnings are dependent on how well it
is able to maintain and improve operational efficiency.
Changes to the business aimed at increasing efficiency
may give rise to costs that initially have an adverse
impact on the Company’s earnings.

Market volatility and generic competition

The majority of the products the Company produces and
owns are sold in competitive markets and only in isol-
ated cases do they have some form of patent protection.
The Company’s own brands and pharmaceuticals that
are manufactured under contract for another customer
are sometimes exposed to competition from generic
products designed to knock out previously patented
products. The Company’s earnings may be adversely
affected by these attacks as a result of changes in capa-
city utilisation and lost sales.

Generally, the effects from patent expirations have
become less predictable in the pharmaceutical markets.
The post-patent cliff, a term used to describe the some-
times abrupt decline in demand for a drug whose patent
has expired, means that it is imperative for Recipharm
to be able to adjust its production capacity to rapidly
changing demand. Recipharm’s exposure towards these
shifts is not large since the share of patented products
manufactured for the Company’s clients is less than ten
per cent.

Product mix
The mix of manufactured or sold pharmaceuticals
affects income related primarily to the following areas:

e Changes in the mix of existing products in production

e Percentage of new products or product projects in
production

e Product mix of products for which the Company owns
product rights, and which are marketed and sold by
distributors

Changes in the mix of existing products can affect
Recipharm’s earnings. The Company’s volumes for most
of its manufacturing are normally stable, and significant
product mix effects are uncommon. Profitability varies
from product to product, and if Recipharm is able to
influence production so that more profitable products
are produced, it will have a positive effect on the
Company’s earnings. However, production is controlled
by what Recipharm manufactures under the Company’s
agreements, with the manufactured volumes being
primarily governed by the customers’ needs. Newer
products usually have higher margins than older ones.
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This is partly because the newer products have a higher
margin with Recipharm’s customers and partly because
the Company is often involved in the product’s develop-
ment phase with the customer. The product can then be
priced at a level that gives good profitability provided
volume development is also good. A new product for
manufacturing normally generates sales of services
from development of analytical techniques and stability
studies, regardless of whether the product subsequently
achieves high production volumes.

A significant proportion of net sales in the Development
& Technology segment refers to sales through distribut-
ors of products for which Recipharm owns the product
rights. These products have different margins. By
focusing the Company’s activities and actively working
with distributors on products that deliver higher margins,
the changes in product mix have a direct effect on the
Company’s profitability. Thyrosafe, the only product sold
directly by Recipharm, is a potassium iodide tablet taken
to protect the thyroid gland from radiation in the event of
a nuclear accident or other incident. The product is sold
to government authorities and organisations at irregular
intervals, as it is usually kept in stock until its expiry date
after which the customer buys volumes under a new con-
tract. A large order of Thyrosafe affects the product mix
in the Development & Technology segment and therefore
also profitability.

Raw material prices

Purchases of raw materials, such as chemicals and other
inputs necessary for the manufacture of pharmaceut-
icals, represent a significant proportion of Recipharm’s
total costs. Costs of raw materials and consumables
accounted for about 30 percent of the Company’s total
operating expenses in 2015. Changes in raw mater-

ial prices affect the Company’s earnings in that the
Company cannot compensate for a cost increase with a
corresponding price increase to customers. Historically,
Recipharm has been able to compensate for such price
changes to some extent by passing on increases in the
price of materials to the Company’s customers.

Exchange rate fluctuations

Recipharm operates in several European countries,

which means it generates income and expenses in

currencies other than SEK, primarily EUR, INR, GBP and

USD. In most of the Company’s subsidiaries, income

and expenses are generated in the same currency. It

is not always possible to match income with expenses

in the same currency, and the Company’s earnings are

affected by currency fluctuations if this is the case.
Recipharm prepares its consolidated financial state-

ments in the Swedish krona. However, some of the

Company’s subsidiaries prepare their financial state-

ments in currencies other than the Swedish krona.

Consequently, Recipharm translates the values of assets,

liabilities, income and expenses from all companies with a

functional currency other than the Swedish krona into the

Swedish krona at current exchange rates.
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An increase or a decline in the value of the Swedish
krona affects the value of certain items in the consolid-
ated financial statements relating to the Company’s oper-
ations that are not conducted in the Swedish krona, even
if the value has not changed in their original currency.

A stronger krona will, for example, reduce the carry-

ing amount of operations not conducted in the Swedish
krona, and, vice versa, a weaker krona will increase

the carrying amount of operations not conducted in the
Swedish krona. However, currency fluctuations are con-
sidered to have only a minimal impact on the Company’s
earnings. For further information, see “Equity, debt and
other financial information - Financial risk management -
Currency risk”.

Seasonal fluctuations

The pharmaceutical industry is generally stable over the
year, which means that the Company’s demand does not
follow any seasonal pattern. However, Recipharm’s sales
and earnings are affected by production capacity, which
goes down during holiday months. This means that sales
and earnings tend to be lower in the third quarter, which
is the quarter of the summer holidays, than in other
quarters.

Net sales and EBIT margin

Net sales [l = EBIT%
SEK millions
1,000 16%

800

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
2013 2014 2015
Source: Recipharm (unaudited figures)
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COMMENTS ON FINANCIAL DEVELOPMENT

Recipharm’s financial development for the 2013, 2014 and 2015 financial years, for the period 1 January-31
March 2016 and for the comparative period 1 January - 31 March 2015 is presented below for which information
has been prepared in accordance with IFRS, as adopted by EU. The financial information for the 2013, 2014 and
2015 financial years was obtained from the 2013, 2014 and 2015 annual reports, which were audited, and the
information for the periods January-March 2016 and 2015 was obtained from an unaudited interim report for the
period January-March 2016 and is incorporated into this Prospectus by reference.

JAN-MAR 2016 COMPARED WITH

JAN-MAR 2015

Net sales

Net sales increased by SEK 99.7 million to SEK 972.9
million, up 11.4 percent. Adjusted for currency effects of a
negative SEK 5.0 million, the increase totalled 12 percent.
The acquisitions of OT Chemistry AB (presently Recipharm
OT Chemistry AB) and Mitim S.R.L contributed SEK 50.9
million. Sales, excluding acquisitions and currency effects,
increased by SEK 54.7 million, corresponding to 6 percent.
The growth in sales was primarily related to the new
contract in Kaysersberg that contributed SEK 91.3 million.
Sterile Liquids and Solids & Others generated similar sales
as in the preceding year excluding the effects of the Mitim
S.R.L acquisition and the new contract in Kaysersberg,
while D&T generated lower sales due to a SEK 23 million
reduction in sales of Thyrosafe and intensified competition
for certain products. A lower number of working days dur-
ing the quarter compared with the year-earlier period had
a negative impact on sales.

Manufacturing Services Sterile Liquids

Net sales for Manufacturing Services Sterile Liquids
increased by SEK 134.5 million to SEK 367.8 million, up
58 percent. Adjusted for currency effects of a negat-
ive SEK 2.0 million, the increase totalled 59 percent.
The acquisitions contributed SEK 35.1 million and the
new contract in Kaysersberg in France contributed SEK
91.3 million. Sales, excluding acquisitions and currency
effects, increased by SEK 101.5 million, corresponding
to 44 percent, of which the new contract in Kaysersberg
generated 39 percent. The negative effect from the
contract signed in France, whereby sales from the first
quarter of the preceding year amounted to SEK 17.3 mil-
lion, was comfortably offset by higher sales from other
companies, mainly increased sales of new projects.

Manufacturing Services Solids & Others

Net sales for Manufacturing Services Solids & Others
increased by SEK 0.7 million to SEK 462.4 million.
Adjusted for currency effects of a positive SEK 2.9
million, the increase totalled 1 percent. The acquisitions
contributed SEK 7.8 million, corresponding to a 2-per-
cent increase in sales. Sales, excluding acquisitions

and currency effects, declined by SEK 4.2 million. Sales
declined in the Swedish operations, mainly due to the
removal of less profitable products and lower internal
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sales (to Development & Technology) for the produc-
tion of Thyrosafe. Lower sales were partly offset by
increased sales of products to new customers.

Development & Technology

Net sales for Development & Technology fell by SEK
38.9 million to SEK 181.2 million, down 18 percent. The
currency impact was minor. Acquisitions contributed
SEK 8.0 million. The decline in sales was related to lower
sales of Thyrosafe, SEK 23 million, and lower sales of
several products with high margins in the UK market.

Other operating income

Other operating income for the first quarter 2016
amounted to SEK 33.4 million, primarily comprising roy-
alty income of SEK 13.7 million, re-invoiced expenses of
SEK 10.3 million and currency gains on operating receiv-
ables and liabilities. Other operating income for the first
quarter of 2015 amounted to 28.3 SEK million.

Raw materials and consumables

Costs of raw materials and consumables amounted SEK
264.5 million in the first quarter of 2016 compared with
SEK 231.6 million in the year-earlier period. The increase
was mainly related to higher production costs and
costs associated with new acquisitions. The currency
impact was minor. The percentage between the cost of
materials and sales was 27.2 percent, which was higher
than the 26.5 percent noted in the preceding year, due
to increased material requirements for new acquisi-
tions and an unfavourable product mix change in the
Company’s own products.

Other external costs

Other external costs amounted SEK 227.8 million in the
first quarter of 2016 compared with SEK 195.6 million
in the year-earlier period. The increase was primarily
related to higher sales and acquisitions. In total, the
percentage of other external costs in relation to sales
was 23.4 higher than the 22.4 percent in the preced-
ing year, due to the parent company’s increased costs
related to acquisitions and company inspections.

Employee benefits expense

Employee benefits expense amounted SEK 359.1 million
in the first quarter of 2016 compared with SEK 299.2
million in the first quarter 2015. The increase was mainly
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related to higher production costs and acquisitions. The
percentage of employee benefits expense in relation to
sales was 36.9 percent and was thus higher than the
34.3 percent reported in the preceding year due to lower
sales of Development & Technology products, where
employee benefits expense were lower than in the rest
of the Group.

Other operating expenses

Other operating income amounted to SEK 17.7 million in
the first quarter of 2016 compared to SEK 17.1 million
in the first quarter 2015, primarily comprising currency
effects on operating receivables and liabilities, and spe-
cial excise duties.

Earnings before interest, taxes, depreciation and
amortisation (EBITDA)

EBITDA amounted to SEK 136.4 million in the first
quarter of 2016, down 13.7 percent compared with the
same period 2015 when EBITDA amounted to MSEK
158.0. The EBITDA margin was SEK 14.0 percent in

the first quarter of 2016 compared with 18.1 percent
compared with the same period 2015. The main reason
for the decline was the lower sales, a negative product
mix effect in Development & Technology and increased
costs for acquisitions and company inspections totalling
SEK 11 million. The total currency effect on EBITDA was
limited. The significantly sequentially increase in EBITDA
from the third quarter of 2015 until the first quarter of
2016, is mainly related to the improvements in Solids

& Others and the contribution from the operations in
Kaysersberg.

Manufacturing Services Sterile Liquids

EBITDA for Manufacturing Services Sterile Liquids
increased by SEK 3.0 million to SEK 69.0 million in the
first quarter of 2016, corresponding to an EBITDA mar-
gin of 18.8 percent compared with 28.3 percent in the
first quarter of 2015. The acquisitions contributed SEK
4.3 million. The currency impact was limited. EBITDA,
excluding acquisitions, declined by SEK 1.3 million. The
contribution of the contract in Kaysersberg was in line
with expectations, while EBITDA was adversely affected
by inventory changes and the discontinued packaging
contract in France (since the third quarter of 2015).

Manufacturing Services Solids & Others

EBITDA for Manufacturing Services Solids & Others
increased by SEK 30.3 million to SEK 59.5 million in
the first quarter of 2016, corresponding to an EBITDA
margin of 12.9 percent compared with 6.3 percent in
the first quarter of 2015. The acquisitions contributed
SEK 1.5 million and currency effects were limited. The
increase was caused by a positive inventory effect and
lower non-recurring costs compared with the year-
earlier period.

Development and Technology

EBITDA for Development & Technology fell by SEK 41.3
million to SEK 28.3 million in the first quarter of 2016,
corresponding to an EBITDA margin of 15.6 percent
compared with 31.6 percent in the first quarter of 2015.
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The acquisitions made a negative contribution of SEK
-3.9 million, partly due to the expansion of development
services in Israel. The main reason for the decline in
EBITDA was lower sales of several high-margin products
in the UK and a negative product mix effect.

Depreciation, amortisation and impairment
Depreciation, amortisation and impairment amounted
to SEK 67.5 million in the first quarter of 2016 com-
pared with SEK 57.6 million compared with the same
period 2015. The increase was primarily related to the
acquisitions and the investment in the new operations in
Kaysersberg. The purchase price allocation for Mitim is
still in progress and thus the initial quartely figures are
preliminary.

Financial income

Interest income and similar income amounted to SEK
2.3 million in the first quarter of 2016 compared with
SEK 75.9 million compared with the same period 2015.
Of this income, SEK 2.2 million comprised of currency
effects in the first quarter of 2016 compared with SEK
29.3 million in the year-earlier period.

Financial expenses

Interest expenses and similar expenses amounted to
SEK -24.3 million in the first quarter of 2016, of which
SEK -6.6 million pertained to interest on bank loans, SEK
-0.8 million to other interest expenses, SEK -1.1 million
to losses on fair value measurement of derivatives, SEK
-13.8 million to currency effects and SEK -1.9 million to
other financial expenses. Interest expenses and similar
expenses in the first quarter of 2015 amounted to SEK
-7.9 million. The preceding year included a capital gain
of SEK 46.6 million from the sale of shares in Flamel
Technologies S.A.

Taxes

Income tax amounted to SEK 22.1 million in the first
quarter of 2016 compared with SEK 47.6 million com-
pared with the year-earlier period due to the lower tax-
able profit in the first quarter of 2016. The effective tax
rate was 47.1 percent in the first quarter of 2016 com-
pared with 28.3 percent compared with the first quarter
of 2015, due to adjustments in the quarter attributable
to 2015 in a couple of companies.

Exchange differences on translation of foreign
operations

Exchange differences on translation of equity of foreign
operations increased to a positive SEK 14.8 million dur-
ing the first quarter of 2016 compared with a negative
SEK -71.5 in the comparative period. The change was
mainly due to the weakening of the SEK against the EUR
in the period compared with an increase in the compar-
ative period.

Items that will not be reclassified to profit or loss
Items that will not be reclassified to profit or loss include
in the first quarter of 2016 actuarial losses on pensions
of SEK 4.2 million less deferred tax. The corresponding
amount for the first quarter of 2015 was SEK 0.8 million.
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Profit for the period

Profit after tax amounted to SEK 24.8 million for the first
quarter of 2016, down SEK 96.0 million from SEK 120.8
million in the comparative period, which was primarily
related to the non-recurring financial capital gain of SEK
46.6 million from the preceding year, lower operating
profit and increased financial expenses.

Cash flow

Net cash flow was SEK 1,113.5 million for the first
quarter 2016 compared to SEK 208.4 million in for the
first quarter of 2015. Cash and cash equivalents was
SEK 607.3 million per 31 March 2016.

Cash flow from operating activities

Cash flow from operating activities was SEK -60.5
million in the first quarter 2016 compared to SEK

148.4 million the first quarter 2015. This decrease was
primarily attributed to a lower operating result and
increased working capital. The change in working capital
amounted to SEK -170.0 million the first quarter 2016,
compared to SEK 8.1 the first quarter 2015, primarily
because of accounts payables of of SEK 127.3 million
largely because of the new production agreement in
Kayserberg, France, an increase in Development &
Technology and in Mitim S.r.l and an increase in invent-
ories of SEK 34.6 million.

Cash flow from investing activities

Cash flow from investment activities was a SEK -553.2
million in the first quarter 2016, whereof SEK -505.9
million related to the acquisition of Mitim S.r.l. The com-
parable value for the first quarter 2015 was SEK 55.3
million. During 2015 the cash from flow from investing
activities was considerably impacted by the disposal of a
short-term investment.

Cash flow from financing activities

Cash flow from financing activities generated SEK
1,727.1 million in the first quarter 2016 compared to SEK
4.7 million in the first quarter 2015. The difference is
primarily attributed to a share issue of SEK 402.4 million
and SEK 1,334.4 million in new loans that is part of a
SEK 3,000 million loan facility.

Selected balance sheet items and key figures
Equity

The Company’s equity amounted to SEK 3,179.5 million
on the 31 March 2016, compared to SEK 2,711.0 million
on 31 March 2015, an increase of SEK 468.5 million. The
increase was primarily due to new issue of shares count-
ing to SEK 401.8 million.

Net debt

Net debt amounted to SEK 1,510.2 million on the 31
March 2016, compared to SEK 937.3 million on the

31 March 2015, an increase of SEK 572.8 million. The
change in net debt was primarily due to the acquisition
of Mitim S.r.l., Italy, in February 2016 and the operations
in Kaysersberg, France, in year end 2015-2016.
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Equity/assets ratio

The equity ratio, defined as total equity as a percentage
of total assets, decreased by 9.1 percentage points to
40.8 percent in 2015 compared to 49.9 percent in 2014.
The decrease was primarily related to above mentioned
acquisitions.

FINANCIAL YEAR 2015 COMPARED WITH
FINANCIAL YEAR 2014

Net sales

Recipharm’s net sales were SEK 3,389.4 million for
the full year, compared with SEK 2,569.3 million the
previous year, an increase of SEK 820.1 million or 31.9
percent. Currency effects affected net sales by SEK
45 million. The full-year effect of acquisitions made at
the end of 2014 was SEK 869 million. In addition, the
acquisition of OT Chemistry AB (presently Recipharm OT
Chemistry AB) in 2015 brought in SEK 17 million.

After adjustments for currency and acquisition effects,
net sales fell by more than 4 percent. The decline was
largely due to lower contract deliveries of Thyrosafe,
worth SEK 52 million, the termination of a dispensing and
offset contract in Stockholm of SEK 19 million and the
termination of a packing contract during the third quarter
2015 in France, worth approximately SEK 20 million.

Manufacturing Services Sterile Liquids

Net sales for Manufacturing Services Sterile Liquids
amounted to SEK 956.8 million in 2015, compared with
SEK 713.1 million in 2014, an increase of SEK 243.7 mil-
lion or 34.2 percent. The full-year effect of acquisitions
was SEK 259 million, while currency had a positive effect
of SEK 17 million. Net sales adjusted for acquisitions and
exchange rates were consequently SEK 32 million lower,
mainly due to the termination of a packing contract from
1 July 2015 in Monts, France.

Manufacturing Services Solids & Others

Net sales for Manufacturing Services Solids & Others
amounted to SEK 1,832.5 million in 2015, compared with
SEK 1,578.1 million the previous year, an increase of
SEK 254.4 million or 16.1 percent.

The acquisition of Lusomedicamenta at the end of

2014 contributed with SEK 285 million in 2015. Foreign
exchange effects positively affected net sales by SEK 32
million. Adjusted for acquisitions and foreign exchange
rate changes, net sales decreased med around 4 per-
cent, or SEK 66 million. Events that contributed to the
decrease in sales were primarily:

e L ocal competition in France produced a circa SEK 50
million sales decrease for on the Company’s key clients

e Lower tender delivery levels for Thyrosafe reduced net
sales

e Termination of a contract for logistic services amount-
ing to SEK 19 million

Adjusted for the aforementioned non-recurring events,
the Company sees a strong market growth for the
underlying net sales development through the issue

of new delivery contracts that have been signed over
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the last years in England and Spain as well as a some-
what increasing demand within a couple of Company’s
subsidiaries.

Development & Technology

Net sales for the segment were SEK 767.4 million in 2015,
compared with SEK 399.0 million the previous year, an
increase of SEK 368.4 million or 92.3 percent. Acquisitions
of development companies and product rights in the fourth
quarter of 2014 generated a full-year effect of SEK 385
million, while the acquisition of the contract laboratory On
Target Chemistry in June 2015 contributed SEK 17 million.
Exchange rate fluctuations affected net sales from foreign
operations by SEK 3 million.

Net sales adjusted for acquisition effects and currency
effects declined by SEK 37 million as a result of SEK 52
million lower contract deliveries of Thyrosafe in 2015.
For the other businesses, strong sales of certain own
products and increase in number of assignments within
development services resulted in an increase of SEK 15
million.

Other operating income

The Group’s other operating income amounted to SEK
118.7 million in 2015, compared with SEK 43.0 million
the previous year, an increase of SEK 75.7 million. The
increase is mainly attributable to acquisitions with a
full-year effect of SEK 52 million, largely consisting of
royalties related to the acquired operations in Pessac
(France). Other income mainly relates to currency
effects of foreign currency receivables and cost reim-
bursements for waste and leftover packaging materials.

Raw materials and consumables

Costs of raw materials and consumables amounted to
SEK 958.8 million in 2015, compared with SEK 703.9 mil-
lion in 2014, an increase of 36.2 percent. The full-year
effect from acquisitions of companies in Italy, Portugal
and France was SEK 304 million. Currency effects
contributed SEK 8 million in the form of translation
effects and SEK 6 million as a result of price increases

in Swedish companies. Raw material costs, adjusted for
the above acquisition effects and currency effects, were
reduced by SEK 63 million, a decline of 8.9 percent.

The decline was mainly due to a volume effect of lower
product sales. Raw materials as a percentage of product
sales were 28.3 percent for the year, compared with 27.4
percent in 2014.

Other external costs

Other external costs amounted to SEK 799.7 million

in 2015, compared with SEK 588.7 million in 2014, an
increase of SEK 211 million or 35.8 percent. The full year
effect from acquisitions in 2014 and OT Chemistry AB
(presently Recipharm OT Chemistry AB) in June 2015 was
SEK 215 million, with SEK 14 million of this amount being
attributable to foreign currency translation. Adjusted for
non-recurring items and currency effects, other external
costs declined by SEK 18 million, corresponding to 3.0
percent. The decline is partly attributable to a lower
proportion of temporary workers hired from staffing
agencies.
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Employee benefits expense
Employee benefits expense amounted to SEK 1,176.1
million in 2015, compared with SEK 888.6 million in
2014, an increase of SEK 287 million. Acquisition effects
amounted to SEK 228 million, while currency effects
accounted for SEK 21 million. Non-recurring items,
including restructuring costs in Stockholm, Héganas
and Strangnas had a total cost effect of SEK 20 million.
Adjusted for non-recurring items, acquisition effects
and currency effects, employee benefits expense for
2015 increased by 2.0 percent. The increase is mainly
attributable to annual wage growth, changes to staff-
ing structures and differences in wage levels between
countries.

Staffing levels increased in the Parent Company as
a result of the Group’s growth and in Monts, which
changed its staffing policy, involving an increase in
the number of direct employees and a reduction in the
number of staffing agency workers in 2015. Staff was
mainly reduced in Stockholm as a result of efficiency
improvments, and in France, mainly as a consequence of
termination of distribution services in 2014.

Other operating expenses

Other operating expenses amounted to SEK 62.8 million
in 2015, compared with SEK 32.0 million in 2014, an
increase of SEK 30.8 million. Total acquisition effects
were SEK 23 million, while currency effects accounted
for SEK 1 million. After adjustment for acquisitions and
currency effects, other operating expenses decreased
by SEK 2 million in 2015, mainly due to impairment of
current assets in Portugal.

Operating profit before depreciation and
amortization (EBITDA)

The Company’s EBITDA increased with SEK 110.5 million
to SEK 509.8 million in 2015 compared to SEK 399.3
million in 2014, an increase of 27.8 percent. The EBITDA
margin deteriorated by 0.5 percent to 15.0 percent in
2015 compared to 15.5 percent in 2014. The annual-
ised effect from the acquisitions contributed SEK 206
million while foreign exchange effects contributed SEK 4
million.

Manufacturing Services Sterile Liquids

EBITDA for the Sterile Liquids operations improved

with SEK 63.0 million to SEK 220.7 million in 2015. The
EBITDA margin was 23.1 percent and 22.1 percent for
2015 and 2014 respectively. Adjusted for currency fluc-
tuations and acquisitions, the EBITDA deteriorated with
SEK 1 million. The deterioration was primarily related to
a cancellation of a packaging contract in Mont. Adjusted
for non-recurring items, foreign exchange fluctuations
and acquisitions the EBITDA margin increased by 0.6
percent to 22.4 percent in 2015 compared to 21.8 per-
centin 2014.

Manufacturing Services Solids & Others

EBITDA for the Solids & Others operations decreased
with SEK 81.6 million to SEK 117.4 million in 2015. The
EBITDA margin was 6.4 percent in 2015 compared to
12.6 percent in 2014. Several one-off totalling SEK 33
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million affected the result. Adjusted for the aforemen-
tioned costs and foreign exchange movements, the
EBITDA experienced a reduction of SEK 75 million in
2015 compared to 2014. The normalised reduction was
primarily related to a significantly reduced volume out-
put of a large product in France, negotiation of the distri-
bution operations at the end of 2014 as well as reduced
volume output of Thyrosafe. Adjusted for acquisition-
and one-off costs the EBITDA margin decreased to 5.8
percent in 2015 compared to 11.3 percent in 2014.

Development & Technology

EBITDA for the Development & Technology operations
increased with SEK 121.4 million to SEK 222.1 million

in 2015. The EBITDA margin was 28.9 percent and 25.2
percent for 2015 and 2014 respectively an increase of 3.7
percentage points. Acquisitions contributed with a total
EBITDA of SEK 102 million in 2015, while foreign exchange
effects were SEK 0 million. Adjusted for acquisitions

and foreign exchange currency movements, the EBITDA
increased by SEK 20 million due to increased develop-
ment services as well a positive currency effect from the
Company’s own product sales in the United Kingdom.

Depreciation, amortisation and impairment
Depreciation, amortisation and impairment costs
amounted to SEK 235.6 million in 2015, compared with
SEK 127.2 million in 2014, an increase of SEK 108.4
million. The costs were equally distributed (SEK 118
million) between intangible assets and property, plant
and equipment.

Total acquisition effects were SEK 99 million, and SEK
55 million of this amount was related to intangible assets
in Corvette Pharmaceutical Services Group (Italy) and
Lusomedicamente Sociedade Técnica Farmacéutica S.A.
(Portugal).

Adjusted depreciation/amortisation increased by SEK
10 million, corresponding to 7.3 percent. The increase
was primarily due to the full-year effect of the new
production line in Monts, and an increase in comparable
amortisation of intangible assets related to the acquisi-
tions in Italy and Portugal.

Financial income

Interest income and similar income amounted to SEK
64.4 million in 2015 compared to SEK 9.3 million in
2014, where the change SEK 55.1 million was primarily
comprised of a SEK 47 million profit from a short-term
investment, SEK 5 million in foreign exchange effect and
SEK 6 million in profits from a revaluation of derivatives
and convertibles.

Finance expense

Financial expenses amounted to SEK 29 million in 2015,
compared with SEK 65.4 million the previous year, a
reduction of SEK 36 million. The reduction was due to a
currency revaluation of convertible bonds in the previ-
ous year, which resulted in a cost of SEK 14 million and

a positive effect from currency revaluations of external
loans of SEK 50 million. Interest expenses for the Group’s
long-term loans amounted to SEK 20 million in 2015, an
increase of SEK 2 million from the previous year.
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Taxes

Tax expenses amounted to SEK 94.6 million in 2015,
compared with SEK 55.9 million the previous year,

an increase of SEK 39 million. The effective tax rate
increased by 4.6 percentage points to 30.5 percent.
Taxes increased as a result of increased earnings, while
deferred tax was unchanged at SEK 14 million. The
increase in the effective tax rate was partly due to the
deferred taxes.

Exchange differences on translation of foreign
operations for the year

Exchange differences on translation of equity in foreign
operations amounted to SEK -96.1 million, compared
with SEK 65.2 million in 2014, a decline of SEK 161.3 mil-
lion. The decline was due to the weakening of the euro
against the Swedish krona between the reporting dates
31 December 2014 and 31 December 2015.

Items that will not be reclassified to profit or loss
Items that will not be reclassified to profit or loss include
actuarial gains on pensions of SEK 6.6 million, net of
deferred tax.

Profit for the period

Taking into account the above factors, comprehensive
income for 2015 was SEK 94.5 million, compared with
SEK 233.4 million in 2014, a decline of SEK 138.1 million.
Comprehensive income as a percentage of net sales was
2.8 percent, corresponding to a reduction of 6.3 per-
centage points from 2014. Net profit for the year amoun-
ted to SEK 215 million in 2015, compared with SEK 160
million the previous year, an increase of SEK 55 million.

Cash flow

Net cash flow was SEK 141.1 million in 2015 compared
to SEK 202.8 million in 2014. Cash and cash equivalents
was SEK 534.2 million in 2015 compared to SEK 404.5
million in 2014

Cash flow from operating activities

Cash flow from operating activities was SEK 428.8
million in 2015 compared to SEK 254.2 million in 2014,
an increase of SEK 174.6 million. This was primarily
attributed to improved operating profit before depre-
ciation and amortisations, which improved by SEK 111
million and a change in working capital of SEK 120 mil-
lion. The decrease in working capital was primarily due
to a decrease in inventories compared to an increase in
inventories in 2014, due to the acquisition in the fourth
quarter of 2014.

Cash flow from investing activities

Cash flow from investment activities was a negative SEK
-420.5 million in 2015 compared to SEK -1,456.8 million
in 2014. The large difference is due to a decrease of
acquisitions to SEK 131 million in 2015 compared to SEK
1,063 million in 2014. Capital expenditures increased

by SEK 141 million in 2015 compared to 2014, primarily
due to an investments of SEK 198 million in the ongoing
capacity expansion in Wasserburg, Germany, compared
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to SEK 73 million in said expansion in 2014. The total
investment is estimated to a total SEK 330 million,
whereof SEK 282 million had been invested by the end
of 2015. Investments in intangible assets decreased
SEK 23 million in 2015 from SEK 56 million in 2014. A
disposal of a short-term investment providing SEK 144
million was done in 2015.

Cash flow from financing activities

Cash flow from financing activities generated SEK 132.9
million in 2015 compared to SEK 1,405.5 million in 2014.
The decrease was due to an increase in non-current liab-
ilities of SEK 190 million and a dividend payment of SEK
57 million in 2015 compared to an increase in non-cur-
rent liabilities of SEK 628 million and proceeds from the
issuance of shares of SEK 778 million in 2014.

Selected balance sheet items and key figures
Equity

The Company’s equity amounted to SEK 2,740.5 million
on 31 December 2015, compared with SEK 2,131.3
million on 31 December 2014, an increase of SEK 609.2
million. The increase was mainly due to the conversion
of convertible bonds that were issued as partial payment
for the acquisition of Corvette Pharmaceutical Services
Group (Italy) on 1 October 2014. The convertible bonds
were converted in full in February 2015, adding SEK
567 million to equity. In addition, profit attributable to
owners of the Parent Company increased equity by SEK
95 million, less dividends of SEK 57 million.

Net debt

Net debt amounted to SEK 1,183 million on the reporting
date, an increase of 19 million from the previous year,
corresponding to 1.6 percent.

Equity/assets ratio

The equity/assets ratio, defined as total equity as a
percentage of total assets, was 48.1 percent in 2015,
compared with 39.4 percent at the end of 2014, an
increase of 8.7 percentage points. A new share issue
in connection with the conversion of convertible bonds
issued as partial payment for the acquisition of Corvette
Pharmaceutical Services Group (Italy) accounted for
5.8 percentage points of the increase. The remainder
was due to changes in the Company’s total assets and
equity, including profit for 2015.

FINANCIAL YEAR 2014 COMPARED WITH
FINANCIAL YEAR 2013

Net sales

Recipharm’s net sales were SEK 2,569.3 million in 2014,
compared with SEK 2,124.6 million the previous year, an
increase of SEK 444.7 million or 20.9 percent. Net sales
adjusted for currency effects increased by 17.5 percent.
The increase was largely due to acquisitions in Italy,
Portugal and France in the fourth quarter.

Adjusted for currency and acquisition effects, sales
increased by 5.8 percent, mainly due to contract deliv-
eries of Thyrosafe for SEK 91 million and an increase for
some of the company’s own product rights as a result of
a competitor’s delivery disruptions.
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Manufacturing Services Sterile Liquids

Net sales for Manufacturing Services Sterile Liquids
amounted to SEK 713.1 million in 2014, compared with
SEK 556.7 million in 2013, an increase of SEK 156.4
million or 28.1 percent. Acquisitions in Italy in October
2014 accounted for SEK 91 million of the increase, while
changes in exchange rates contributed SEK 31 million
to reported net sales. Adjusted for acquisitions and cur-
rency effects, sales increased by SEK 35 million, primar-
ily due to new production contracts for the new sterile
filling line in Monts in France and sales price increases.

Manufacturing Services Solids & Others

Net sales for Manufacturing Services Solids and Others
amounted to SEK 1,578.1 million in 2014, compared
with SEK 1,476.0 million the previous year, an increase
of SEK 111.1 million or 7.6 percent. The increase in
local currency was 5.1 percent, corresponding to

SEK 74 million. The acquisition of Lusomedicamenta
Sociedade Técnica Farmacéutica S.A. towards the end
of the year contributed SEK 65 million in income from
2014. Contract deliveries of Thyrosafe had a positive
effect of SEK 52 million on the year’s sales. Adjusted for
acquisitions, currency effects and contract deliveries,
net sales declined by SEK 39 million or 2.7 percent. The
largest part of the reduction, SEK 29 million, is due to
the termination of a distribution agreement between a
customer and the Company’s facility in France.

Development & Technology

The segment’s net sales were SEK 399.2 million in 2014,
compared with SEK 174.8 million in 2013, an increase
of SEK 224.4 million or 128.4 percent. Product rights
acquired in Portugal and Italy during the fourth quarter
of 2014 amounted to SEK 100 million. Contract deliver-
ies of Thyrosafe to Switzerland and the United States
amounted to SEK 91 million in 2014. Currency effects in
this context were low, corresponding to SEK 1 mil-

lion. After adjustment for the above factors, net sales
increased by SEK 32 million, mainly as a result of invent-
ory build-up, which was one of the repercussions of

the closure of Recipharm’s sterile operations in Ashton
(UK) and the subsequent transfer of sterile products to
Recipharm'’s facility in Wasserburg (Germany).

Other operating income

The Group’s other operating income was SEK 43.0
million in 2014, compared with SEK 36.7 million the pre-
vious year, an increase of SEK 6 million or 17.2 percent.
After adjustment for non-recurring items, acquisitions
and currency effects, other operating income increased
by SEK 4 million due to an increase in the re-invoicing
of project costs in the development operations in Solna
(Sweden).

Raw materials and consumables

Costs of raw materials and consumables amounted to
SEK 703.9 million in 2014, compared with SEK 580.7
million in 2013, an increase of SEK 123.2 million or 21.2
percent. Acquisition effects from companies in Italy,
Portugal and France were SEK 74 million. Currency
effects contributed SEK 13 million in the form of transla-

171/



Comments on financial development

tion effects. After adjustment for the above acquisition
and currency effects, raw material costs increased by
SEK 36 million, corresponding to 6.2 percent, mainly
due to a volume effect. By comparison, product sales
increased by 6.2 percent (adjusted for acquisitions, cur-
rency effects and non-recurring items).

Other external costs

The Group’s other external costs amounted to SEK 588.7
million in 2014, compared with SEK 468.6 million the previ-
ous year, an increase of SEK 120.1 million or 25.6 percent.
Acquisitions contributed SEK 62 million to the increase,
while SEK 15 million was attributable to exchange rate
fluctuations. Adjusted for non-recurring items, other
external costs increased by SEK 43 million, corresponding
to 9.2 percent. The increase was largely a consequence
of the year’s sales increase, which meant that staffing
agency workers had to be engaged, and commission
expenses related to contract deliveries of Thyrosafe in the
United States. In addition, acquisition activities during the
year contributed to increased consulting costs.

Employee benefits expense

Employee benefits expense amounted to SEK 888.6
million in 2014, compared with SEK 806.6 million in
2013, an increase of SEK 82.0 million or 10.2 percent.
The acquisition effect was SEK 52 million, while cur-
rency translation between the two years contributed
SEK 24 million. Non-recurring items, including restruc-
turing costs in Fontaine (France) and Ashton (UK) in
2013, had an overall earnings impact of SEK 18 million.
After adjustment for acquisitions, currency effects

and non-recurring items, employee benefits expense
declined by 1.5 percent, while staffing levels were
reduced by 3.3 percent, adjusted for acquisitions. The
increase was mainly due to annual salary increases and
changes in the personnel structure, with new appoint-
ments to positions that earned higher average salaries
and employees leaving the Company from positions with
comparatively lower average salaries.

Other operating expenses

Other operating expenses amounted to SEK 32.0 million
in 2014, compared with SEK 22.5 million in 2013, an
increase of SEK 9.5 million. The increase is attributable
to the acquisitions in the fourth quarter of 2014 and a
special capital tax of SEK 6 million in Pessac (France).
After adjustment for acquisitions and currency effects,
other operating expenses were unchanged in 2014.

Operating profit before depreciation and
amortization (EBITDA)

The Company’s EBITDA increased with SEK 116.3
million to SEK 399.3 million in 2014 compared to SEK
283.0 million in 2013, an increase of 41.0 percent. The
EBITDA margin improved by 2.2 percentage points to
15.5 percent in 2015 compared to 13.3 percent in 2014.
The EBITDA improvement can partly be attributed to the
acquisition in Q4 2014, which provided SEK 64 million of
the increase, while SEK 10 million was related to foreign
exchange fluctuations.
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Manufacturing Services Sterile Liquids

EBITDA for the Sterile Liquids operations improved

with SEK 17.5 million to SEK 157.7 million in 2014. The
EBITDA margin was 22.1 percent and 25.2 percent for
2014 and 2013 respectively. Adjusted for currency fluc-
tuations and acquisitions, the EBITDA deteriorated with
SEK 9 million. The deterioration was primarily related to
the operations in Wasserburg due to increased prices for
raw materials, a postponement of production and deliv-
ery services, educational measures, a visual inspection
of the premises and a claim all had a negative impact on
profitability.

Manufacturing Services Solids & Others

EBITDA for the Solids & Others operations increased
with SEK 53.1 million to SEK 199.0 million in 2014. The
EBITDA margin was 12.6 percent in 2014 compared

to 9.9 percent in 2013. Several one-off totalling SEK
42 million, which included an internal compensation
related to product rights lying within the Development
& Technology segment as well as restructuring costs.
Adjusted for the aforementioned costs, acquisition
related costs and foreign exchange movements, the
EBITDA experienced a reduction of SEK 11 million in
2014 compared to 2013. The normalised reduction was
primarily related to a cancellation of a distribution con-
tract and an annual bonus scheme in Fontaine.

Development & Technology

EBITDA for the Development & Technology operations
increased with SEK 67.3 million to SEK 100.7 million in
2014. The EBITDA margin was 25.2 percent, an increase
of 6.4 percent. The acquisitions in France, Portugal and
Italy contributed with a total EBITDA of SEK 23 million
in 2014. Adjusted for acquisitions and foreign exchange
currency movements, the increased EBITDA was primar-
ily related to Thyrosafe as well as increased demand for
the Company’s product rights in the English market as
competitors’ were affected by delivery issues.

Depreciation, amortisation and impairment
Depreciation and amortisation amounted to SEK 127.2
million in 2014, compared with SEK 94.9 million the
previous year, an increase of SEK 32.3 million or 34.0
percent. Amortisation of intangible assets was SEK 55
million, while depreciation of property, plant and equip-
ment amounted to 72 million.

An impairment loss of SEK 1.2 million on a completed
product development project was recognised in 2013.

Acquisitions in 2014 contributed SEK 25 million to the
increase in depreciation and amortisation. SEK 15 mil-
lion of this amount was related to intangible assets.

After adjustment for impairment, acquisitions and cur-
rency effects, depreciation and amortisation increased
by SEK 6 million, corresponding to 6.1 percent. The
increase was primarily related to new production lines
in Hégands and Monts, which was partly offset by fully
depreciated equipment in Wasserburg.
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Finance income

Finance income increased by SEK 2 million to SEK 9 mil-
lion, compared with SEK 7 million in 2013. The increase
was mainly attributable to increased interest income.

Finance expense

Finance expense amounted to SEK 65 million in 2014,
compared with SEK 28 million the previous year, an
increase of SEK 37 million or 140 percent. The increase
was partly due to the remeasurement of convertible
bonds to fair value and currency effects of long-term
foreign currency loans.

Taxes

Tax expenses amounted to SEK 55.9 million in 2014,
compared with SEK 72.7 million in 2013, a decline of SEK
16.8 million. Tax expenses in 2013 included an expense
item of SEK 36 million attributable to prior years. After
adjustment for tax expenses attributable to prior years,
taxes increased by SEK 19 million, most of which was
due to improved profit before tax. The effective tax rate
increased by 3.3 percentage points to 25.9 percent due
to a decline in deferred tax assets.

Exchange differences on translation of foreign
operations for the year

Exchange differences on translation of equity in foreign
operations amounted to SEK 65.2 million, compared with
SEK 14.5 million in 2013, an increase of SEK 50.7 million.
The increase was due to a weakening of the Swedish
krona against the euro and the pound sterling between
the reporting dates 31 December 2013 and 31 December
2014.

Items that will not be reclassified to profit or loss
Items that will not be reclassified to profit or loss include
actuarial losses of SEK 24.9 million on pensions, net of
deferred tax, an increase from SEK 2 million in 2013.

Profit for the period
Taking into account the above factors, comprehensive
income for the period was SEK 233.4 million in 2014,
compared with SEK 106.6 million in 2013, an increase
of SEK 126.8 million or 118.9 percent. Comprehensive
income as a percentage of net sales was 9.1 percent,
corresponding to an increase of 4.1 percentage points
from the previous year.

Net profit for the year amounted to SEK 160.2 million,
compared with SEK 94.4 million the previous year, an
increase of SEK 65.8 million.

Cash flow

Total cash flow from operating activities, investing
activities and financing activities was SEK 202.8 million
in 2014 compared to SEK 15.6 million in 2013. Cash and
cash equivalents totalled SEK 404.5 million at the end of
the period compared to 190.2 million the year before.
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Cash flow from operating activities

Cash flow from operating activities was SEK 254.2
million in 2014 compared to SEK 179.6 million in 2013,
an increase of SEK 74.6 million. This was primarily
attributed to higher net sales and operating profit before
depreciation and amortisations, whereby the latter
increased by SEK 116 million. A growth in working cap-
ital with SEK 28 million in 2014 compared to 2013, due
to the acquisitions in 2014.

Cash flow from investing activities

Cash flow from investment activities was a SEK -1,456.8
million in 2014 compared to SEK -104.1 million in 2013.
The large difference was caused by acquisitions of SEK
1,081 million in 2014 as well as SEK 107 million of shares
in Flamel. Investments in tangible assets increased with
SEK 132 million, primarily caused by investments in
capacity, whereby SEK 73 million was invested in capa-
city expansion in Wasserburg, Germany in 2014.

Cash flow from financing activities

Cash flow from financing activities generated SEK
1,405.4 million in 2014 compared to SEK -59.9 million
in 2013. The cash flow was comprised of an issuance of
shares, SEK 778 million, and a net increase in non-cur-
rent liabilities of SEK 678 million including the convert-
ible loan. No dividends where paid in 2014 compared to
SEK 51 million in 2014.

Selected balance sheet items and key figures
Equity

The Company’s equity amounted to SEK 2,131.3 million
on the 31 December 2014, compared to SEK 680.8 mil-
lion on 31 December 2013, an increase of SEK 1,450.5
million. The increase was primarily related to new issue
of shares amounting to SEK 1,216.1 million as well as
profit from operations.

Net debt

Net debt amounted to SEK 1,163.7 million on the 31
December 2014, compared to SEK 409.8 million on the
31 December 2013, an increase of SEK 753.9 million.
The change in net debt was primarily due to considera-
tion paid in connection with finalised acquisitions.

Equity/assets ratio

The equity ratio, defined as total equity as a percentage
of total assets, improved by 1.8 percentage points to
39.4 percent in 2014 compared to 37.6 percent in 2013.
The increase was primarily related to the increase in
equity, as a result of the new issue.
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EQUITY, DEBT AND OTHER
FINANCIAL INFORMATION

EQUITY AND DEBT
The table below shows the Group’s capitalisation as of
31 March 2016.

31/03/2016
SEK millions unaudited
Current liabilities:
Secured by guarantee 1.7
Secured by collateral* -
Overdraft facility 23.5
Convertible bonds -
Finance leases 2.6
Unsecured credit 15.7
Total current liabilities 43.5

Non-current liabilities:

Secured by guarantee 2,933.4
Secured by collateral -
Convertible bonds -

Derivatives 7.3
Finance leases 83.2
Unsecured credit 70.7
Total non-current liabilities 3,094.6
Total debt 3,138.1
Equity:

Share capital 24.8
Statutory reserve 2.0
Other reserves 3,152.8
Total equity 3,179.6
Total capitalisation 6,317.7

Below the Group’s interest bearing net financial indebt-
ness is shown as of 31 March 2016

Net debt:

A. Cash -
B. Cash and cash equivalents 1,628.0
C. Marketable securities -
D. Liquidity (A+B+C) 1,628.0
E. Current receivables -
F. Current bank liabilities 43.5
G. Current portion of non-current liabilities -
H. Other current liabilities -
I. Current liabilities (F+G+H) 43.5
J. Current net debt (I-E-D) -1,584.5
K. Non-current bank loans 3,004.1
L. Bonds issued -
M. Other non-current loans 90.5
N. Non-current liabilities (K+L+M) 3,094.6
O. Net debt (J+N) 1,510.2

OTHER FINANCIAL INFORMATION

Financing arrangements

Recipharm currently has a loan totalling SEK 3,000
million with DNB, Handelsbanken and Swedbank. The
loan agreement was signed on 19 September 2014 and
runs for five years. The loan agreement is subject to the
fulfilment of certain customary covenants regarding net
debt/EBITDA and interest coverage. If these are not met,
the banks may require renegotiation, and the loan may
be terminated prematurely. In addition, some subsidiar-
ies have separate overdraft facilities. The Company has
also entered into limited guarantees in favour of some of
the subsidiaries’ obligations in respect of loans, leases
and certain commercial agreements. Further informa-
tion about the Company’s loan agreements can be found
under “Significant agreements” in the section “Legal
issues and supplementary information”.

t Pledges of subsidiary shares and property mortgages
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Investments

Equity, debt and other financial information

Jan-Mar Jan-Mar
2016 2015 2015 2014 2013
SEK millions Unaudited Unaudited Audited Audited Audited
Tangible assets 39.3 53.0 356.5 215.5 82.4
Intangible assets 8.2 5.7 23.5 56.3 14.7
Financial assets 0.0 17.8 54.3 106.5 7.7
Aquisition of subsiduary 505.9 12.2 131.0 1,062.7 0.0
Disposals and other -0.2 -143.9 -144.7 15.8 -0.7
553.2 55.3 420.5 1,456.8 104.1

Property, plant and equipment have increased signi-
ficantly after 2013, primarily due to investments in the
production facilities in Wasserburg (Germany). The
capacity investments in the facility amounted SEK 10
million, SEK 73 million and SEK 198 million over the
years 2013, 2014 and 2015 respectively. A total of EUR
31 million has been invested as of 31 March 2016 and
the project is expected to reach completion at the end
of 2016. The production from the increased capacity at
the facility is estimated to commence during 2017 with
volume escalating during the second half of 2017.

In order to meet increasing product requirements, an
investment decision was reached in early 2016 total-
ling circa EUR 40 million of investments in serialisation
equipment over an estimated period of 3 years. The cost
will be allocated to the products that are affected by the
increased requirements.

Financial assets primarily consist of minority invest-
ments in companies in the pharmaceutical industry
whereby there is an established relationship with
Recipharm. The largest investment in financial assets
was in relation to the acquisition of Flamel’s operations
in Pessac (France), where an investment in Flamel’s
equity instrument (listed on Nasdaq in the US) of SEK
97.3 million was undertaken. The shareholding was
divested during 2015 following a strong development in
share price, as shown in the item “Disposals and other”
in the table above for the year 2015.

Acquisitions of subsidiaries totalled SEK 1,063 million
in 2014, reflecting the acquisitions in the fourth quarter
of 2014. Acquisitions of subsidiaries of OT Chemistry
in Uppsala (Sweden) was carried out (revanued to
Reciphram OT Chemistry AB) as well as the majority of
the investment for the business in Kaysersberg (France)
was made in 2015.

Statement on insufficient working capital
Recipharm believes that its existing working capital is
insufficient to meet its needs during the coming twelve
month period given its current credit facilities.

On 18 April 2016, Recipharm announced that it had
entered into two separate agreements to acquire phar-
maceutical CDMO-businesses from Kemwell. The first
acquisition, comprising Cirrus Pharmaceuticals Inc. with
operations int the US and Kemwell AB with operations
in Sweden, is expected to be finalised during the second
quarter of 2016. The acquisition is subject to review by
the Swedish Competition Authority and to third-party

confirmation regarding certain undertakings. The con-
dition concerning review by the Swedish Competition
Authority has been fulfilled.

As at the date of this Prospectus, the condition
relating to third party confirmation of certain undertak-
ings has not yet been fulfilled. If this condition has not
been met by 30 June 2016, or such later date agreed
by the parties, the acquisition agreement will lapse
entailing that the acquisition of Kemwell AB and Cirrus
Pharmaceuticals Inc. will not take place. Recipharm how-
ever has the right to waive the relevant condition and to
thereby procure that the acquisitions are made.

The second acquisitions, comprising Kemwell
Biopharma Private Ltd’s pharmaceutical operations in
India, is conditional on governmental approvals and
expected to close before the end of 2016.

The acquisition of Cirrus Pharmaceuticals Inc. and
Kemwell AB is financed with available funds, existing credit
facilities, as well as the Payment In-Kind Share Issue of
USD 55 million (SEK 453 million)?, to the sellers of shares
in Kemwell AB. The acquisition of Kemwell Biopharma
Private Ltd’s pharmaceutical operations in India is financed
with available funds, existing credit facilities, the Directed
Share Issue of approximately SEK 51 million to the sellers
of Kemwell AB, as well as the Offering according to this
Prospectus, which is expected to raise approximately SEK
793 million after transaction costs to the Company.

If the Offering is not successful, the available credit
facilities and cash flow from operating activities will not
be sufficient to provide the Company with the cash and
cash equivalents required to pay the purchase consider-
ation of approximately USD 120 million (corresponding
to approximately SEK 988 million)* for the acquisition
of operations in India according to the above when it
falls due for payment, which the Company expects to
occur before the end of 2016. If the Offering does not
raise additional financing for the Company, the Company
expects its financing requirement at year-end 2016 to
amount to approximately SEK 750 million.

Recipharm’s two main shareholders, Flerie
Participation AB, which is controlled by Recipharm’s
CEO, Thomas Eldered as well as Cajelo Invest AB, which
is controlled by Recipharm’s Chairman of the Board,
Lars Backsell, who control 20.6 and 12.9 percent of the
share capital respectively and 41.1 and 38.7 percent of
the votes, respectively, have committed to subscribe
for their respective pro rata share of the Offering. The
sellers of Kemwell AB, Kemfin Holdings Private Ltd and
the Minority Seller, have undertaken to subscribe for

t Exchange rate USD/SEK of 8.2325
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Class B Recipharm shares pursuant to the Directed
Share Issue. These subscription undertakings have
been signed, but have not been guaranteed by a bank or
another external party. Recipharm’s assessment is that
the Offering of approximately SEK 805 million before
issue expenses, combined with the Company’s cash flow
from operating activities and the proceeds from the
Directed Share Issue, will give the Company sufficient

Property, plant and equipment

working capital to cover its requirements for the coming
12 months. In the event that the Offering is not success-
fully executed, the Company will consider alternative
solutions to ensure the Company’s long-term financing,
such as renegotiating its current bank financing, raising
bond loans, issuing convertibles or conducting additional
new share issues, with or without preferential rights for
the Company’s shareholders.

Jan-Mar Jan-Mar

2016 2015 2015 2014 2013

SEK millions Unaudited Unaudited Audited Audited Audited
Land and buildings 523.5 404.1 447.8 418.5 120.8
Improvement of third-party property 11.6 11.7 12.0 11.9 11.1
Plant and machinery 676.9 366.7 486.2 377.0 206.4
Equipment, tools, fixtures & fittings 175.4 114.2 135.0 97.6 40.8
Construction in progress 223.5 160.1 365.3 146.9 72.8
1,610.9 1,056.9 1,446.3 1,051.9 451.9

Property, plant and equipment increased from 2013 to
2014 due to acquisitions during the fourth quarter of 2014,
while the increase in 2015 was primarily related to the
acquisition of Kaysersberg Pharmaceuticals. For the first
quarter of 2016, the increase is related to the acquisition of
Mitim S.r.l, which was acquired in February 2016.

The increase in Construction in progress over the
period 2013 to 2015 is primarily related to the invest-
ments in production capacity in Wasserburg (Germany),
which is expected to be completed in 2017.

Intangible assets

Property, plant and equipment is accounted for as cost
of acquisition less the accumulated depreciation over the
assets estimated economic life, included any potential
amortisations. Straight line depreciation is applied to
buildings over 25-40 years, improvements of third-part
property over 8-20 years while equipment, tools, fixtu-
res & fittings and plant and machinery are depreciated
over 3-15 years.

Jan-Mar Jan-Mar

2016 2015 2015 2014 2013

SEK millions Unaudited Unaudited Audited Audited Audited
Product rights 276.4 280.9 280.6 290.3 136.8
Goodwill 1,155.9 887.7 886.3 936.2 78.2
Customer contracts 1,122.2 1,019.1 940.2 1,065.9 126.5
Trademarks 117.3 117.9 116.0 120.8 0.0
Software 31.4 15.0 31.6 16.9 13.0
Current investments in intangible assets 19.6 41.3 16.5 39.1 7.6
2,712.8 2,362.0 2,271.2 2,469.2 362.1

Surplus values in the form of goodwill and customer
contracts have arisen in connection with the acquisition
of Wasserburg (Germany) in 2010, the acquisitions of
Corvette Pharmaceutical Services Group (Italy) and
Lusomedicamenta Sociedade Técnica Farmacéutica S.A.
(Portugal) in 2014, a small proportion in 2015 in connec-
tion with the acquisition of OT Chemistry AB (presently
Recipharm OT Chemistry AB)(Sweden) in 2015 and the
acquisition of Mitim S.r.l. (Italy) in February 2016. In
addition, intangible assets with indefinite amortisation
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periods, in the form of trademarks, arose in 2014 in con-
nection with the acquisitions of Corvette Pharmaceutical
Services Group (Italy) and Lusomedicamenta Sociedade
Técnica Farmacéutica S.A. (Portugal). Intangible assets
with indefinite amortisation periods are tested annu-
ally for impairment. Customer contracts are amortised
systematically over 15 years, software over a period of
8-20 years, while other intellectual property rights are
amortised over 5-15 years.
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Acquisitions and disposals (SEK millions)

Equity, debt and other financial information

Purchase Goodwill on Net identifiable
Acquisitions Date price consolidation assets & liabilities
2013
No acquisitions during the year
2014
Corvette Pharmaceutical Services Group 1 October 2014 997.9 539.9 458.0
Lusomedicamenta Sociedade Técnica
Farmacéutica S.A. 1 November 2014 1,038.9 283.2 755.7
2015
OT Chemistry AB 15 June 2015 15.1 13.1 2.0
2016
Mitim S.r.l.t 24 February 2016 507.7 249.4 258.3
Nitin Lifesciences? 11 April 2016 824.0
Kemwell AB Agreed but not acquired
Cirrus Pharmaceuticals Inc. Agreed but not acquired
Dagny Pharma Private Ltd.2 Agreed but not acquired

Purchase Goodwill on Net identifiable
Disposals Date price consolidation assets & liabilities
2014
Recipharm Pessac S.A.S. 1 December 2014 101.5 0.0 101.5
2015
Kaysersberg Pharmaceuticals S.A.S. 31 December 2015 139.1 0.0 139.1

Corvette Pharmaceutical Services Group

Recipharm acquired all the shares in the companies
belonging to the Corvette Pharmaceutical Services
Group on 1 October 2014. The acquisition resulted in

a larger customer base, geographic expansion (partic-
ularly in Italy) and access to some new technologies.
These components together create more scope for
cross-selling from Recipharm’s existing units to Corvette
Pharmaceutical Services Group’s customers, and from
the new units to Recipharm’s existing customers.

Lusomedicamenta Sociedade Técnica
Farmacéutica S.A.

Recipharm acquired all the shares in the compan-

ies belonging to the Lusomedicamenta Group on 1
November 2014. The Lusomedicamenta Group com-
prises the parent company of a wholly-owned subsidi-
ary and a joint venture. The acquisition resulted in a
larger customer base, geographic expansion (partic-
ularly in Portugal) and access to some new technolo-
gies. These components together create more scope
for cross-selling from Recipharm’s existing units to
Lusomedicamentas Sociedade Técnica Farmacéutica
S.A.’s customers, and from the new units to Recipharm’s
existing customers.

Recipharm Pessac S.A.S.

Recipharm Pessac SAS was established in October
2014. SEK 0.9 million in cash was paid for the shares.
On 1 December 2014, the Company acquired a develop-
ment services operation from Flamel Technologies S.A.

Customer agreements and other operational contracts
were taken over by Recipharm Pessac SAS. This acquis-
ition resulted in a strengthening of Recipharm’s offering
in development services, partly in the form of a broader
range of services and partly in the form of proximity to
existing and potential customers in southern Europe.

OT Chemistry AB (presently Recipharm OT
Chemistry AB)

Recipharm acquired all the shares in OT Chemistry AB
(presently Recipharm OT Chemistry AB) on 15 June 2015.
The company, based in Uppsala, Sweden, is active in syn-
thesis and analysis services for the pharmaceutical sector
and had just over 30 employees at the time of acquisi-
tion. Growth has been high and the company has a broad
international customer base among innovative biotech
companies, but also has customers in the Big Pharma
sector. The acquisition will broaden the Group’s capacity in
pharmaceutical development, expand the customer base
and provide a degree of geographic expansion. At the time
of acquisition, OT Chemistry AB had recently established

a subsidiary in Israel, which presents an opportunity for
Recipharm to develop in a very attractive and expansive
market and reach customers at an earlier stage of the
pharmaceutical development process than previously.

Kaysersberg Pharmaceuticals S.A.S.

On 31 December 2015, Recipharm acquired all the shares
in Kaysersberg Pharmaceuticals S.A.S, situated in the
north-eastern Alsace region of France. The company
specialises in the manufacture of ophthalmic products

! Arbetet med att uppratta en purchase price allocation ("PPA”) har &nnu inte fardigstallts varfor forvarvsinvesteringarna enligt ovan ar preliminara.
2 Preliminar bedémning av férvarvsinvesteringar ar annu inte tillganglig.
3 Kemwell Biopharma Private Ltd’s pharmaceutical operations in India, which will be transferred to Dagny Pharma Private Ltd. before the closing of the

transaction.
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(ophthalmology pipettes) using Blow-Fill-Seal/Form-Fill-
Seal technology, which will complement Recipharm’s
existing production services. The facility supplies products
to the United States, the EU, Brazil and Japan. In connec-
tion with the acquisition, the Company signed a long-term
manufacturing agreement with the vendor (Alcon, a
Novartis company), with annual sales in excess of EUR 36
million and a margin well in line with the Group’s average.
The acquisition and cooperation agreement also provide
potential synergies with Recipharm'’s other three facilities
in France.

Mitim S.r.l

Recipharm acquired all of the shares in Mitim S.r.l in
February 2016. Mitim primarily manufactures beta
lactams and the operations are conducted in Brescia,
Italy. A detailed description is provided in the section
“Description of acquired companies”.

Nitin Lifesciences Ltd

Recipharm acquired 74 percent of the shares in Nitin
Lifesciences Ltd on 11 April 2016. Nitin primarily
manufactures injection solutions for the Indian market
and the operations are conducted in Karnal and Paonta
Sahib in India. A detailed description is provided in the
section “Description of acquired companies”.

Tax situation

The Company'’s effective tax rate was 30.5% at 31
December 2015. Tax loss carryforwards for which no
deferred tax is recognised amounted to SEK 16.5 mil-
lion. These tax loss carryforwards continue indefinitely.

Significant events after 31 March 2016
On 11 April 2016, Recipharm finalised the acquisition
of 74 percent of Nitin Lifesciences Ltd. The transaction
was announced on 20 October 2015. The reason for the
delay between the announcement of the acquisition and
its finalisation was that the Indian Foreign Investment
Promotion Board was required to approve the transac-
tion. The purchase consideration was INR 6,713 million
(SEK 824 million). Estimated sales in 2015 amounted
to approximately INR 2,970 million (approximately SEK
391 million) and EBIDTA was INR 721 million (SEK 95
million).

Recipharm announced on 18 April 2016 that the
Company had entered into two separate agreements
to acquire pharmaceutical CDMOs from Kemwell
Biopharma Private Ltd. The first acquisitions comprised
Cirrus Pharmaceuticals Inc. with operations in Research
Triangle Park, North Carolina, USA, service offering
includes the development of inhalation drugs, liquid,
solid and semi-solid dosage forms, as well as parenteral
products, with the emphasis on early formulation work
and development of analytical methods and testing,
and Kemwell AB in Sweden which primarily produces
API’s, solid and semi-solid dosage forms. The second
acquisition comprised Kemwell Biopharma Private Ltd’s
pharmaceutical operations in India providing devel-
opment services and commercial production of solid,

semi-solid, liquid and topical products. The operations in
Sweden and the US have approximately 300 employees
and the acquisitions are expected to be finalised during
the second quarter of 2016. The acquisitions are subject
to review by the Swedish Competition Authority and to
third-party confirmation regarding certain undertak-
ings. As at the date of this Prospectus, the condition
relating to third-party confirmation of certain undertak-
ings has not yet been fulfilled. If this condition has not
been met by 30 June 2016, or such later date agreed

by the parties, the acquisition agreement will lapse
entailing that the acquisition of Kemwell AB and Cirrus
Pharmaceuticals Inc. will not take place. Recipharm how-
ever has the right to waive the relevant condition and

to thereby procure that the acquisitions are made. The
condition concerning review by the Swedish Competition
Authority has been fulfilled. The Indian operation, loc-
ated in Bangalore, is expected to have approximately
1,400 employees when the acquisition is finalised later
this year. The purchase consideration for the operations
is about SEK 1.7 billion. During 2015, the acquired oper-
ations had estimated total sales of SEK 745 million and
estimated total EBITDA of SEK 108 million.

The acquisition of Cirrus Pharmaceuticals Inc. and
Kemwell AB is financed with available funds, existing
credit facilities, as well as the Payment In-Kind Share
Issue of USD 55 million (SEK 453 million1), to the sellers
of shares in Kemwell AB.

The acquisition of Kemwell Biopharma Private Ltd’s
pharmaceutical operations in India is financed with avail-
able funds, existing credit facilities, the Directed Share
Issue of approximately SEK 51 million to the sellers of
Kemwell AB, as well as the Offering according to this
Prospectus, which is expected to raise approximately
SEK 793 million after transaction costs to the Company.

Financial risk management

Recipharm is exposed to different types of financial risks
in the course of its operations. These consist primarily of
currency risk, credit risk, interest rate risk and liquidity
and refinancing risk.

Currency risk

Recipharm is exposed to various currency risks in the
course of its international operations. Recipharm does
not normally hedge its currency exposure; instead, the
Company endeavours to limit the currency risks in its
operations by balancing income and expenses in local
currencies. Group transactions are mainly conducted
in euros, which limits the currency exposure. Foreign
investments such as acquisitions are financed in local
currency as far as possible. The euro is the currency
that has the greatest impact on Recipharm’s earnings,
although the currency risk is considered to be relatively
low, as it is well balanced within the Group as a whole.

Credit

Recipharm only accepts creditworthy counterparties in
financial transactions, and a system for managing overdue
invoices is used where necessary. Long-term contracts

* USD/SEK exchange rate 8,2325.
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and customers’ dependence on their CDMOs are important
factors that reduce the level of credit risk. Recipharm has
many financially strong customers and few credit losses.

Interest rate risk

Operations are partly financed through borrowing.
Interest rate fluctuations have a direct impact on the
Company'’s financial results. Recipharm strives to main-
tain a portfolio containing a balanced mix of short-term
and long-term loans, normally with interest rates linked
to official interbank rates.

Liquidity and refinancing risk

External capital exposes Recipharm to some liquidity risks.
Refinancing risk is the risk of the Company being unable to
refinance its loans or obtain new financing on the market
when the need arises. Recipharm has a credit facility that
is subject to the fulfilment of certain covenants. If these
are not met, the lender may require renegotiation and the
loan may be terminated prematurely.

Sensitivity analysis

Currency risk

The table below shows the effects on the Group’s equity
of a 10-percent appreciation of the Swedish krona for the
financial year considered, all other factors (e.g. interest
rates) remaining unchanged. The table only shows the
effect for currencies with significant currency flows,
mainly EUR and GBP. During these financial years, no
hedging was done that affected these figures, meaning
that the similar figures (but with the opposite sign) would
be reported in the case of a 10-percent depreciation.

SEK millions 31/12/2015 31/12/2014

Effect on net profit, subsidia-

ries outside Sweden -23.0 -25.7
Other effect on equity, subsi-

diaries outside Sweden -16.6 35.4
Effect on net profit, parent

company'’s financial items 148.8 141.0
Other effect on equity,

parent company -106.7 -85.1
Total effect on equity 2.5 65.6

Currency risk associated with trade payables and receiv-
ables is considered insignificant, as a 10% change in the
exchange rate of the net flow is minimal in the outstand-
ing credit period between invoicing and payment. This
currency risk is therefore not included in the table above.
Effect on net profit, subsidiaries outside Sweden, includes
the effect on operating profit, interest rates and taxes,
based on the profit for the full year. Other effect on equity,
foreign subsidiaries, includes other effects on the subsi-
diaries’ equity at the end of the year. Effect on net profit,
parent company'’s financial items, includes the effect on
cash and interest-bearing liabilities in foreign currencies

at the end of the year. Other effect on equity, parent com-
pany, includes internal amounts due to foreign subsidiaries
and liabilities in foreign currencies at the end of the year. A
convertible was issued in connection with the acquisition of
Corvette Pharmaceutical Services Group. The term of the
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convertible was one year from 1 October 2014. The con-
vertible was converted into equity in February 2015. The
conversion created 5,030,543 new B shares, equivalent to
11.9 percent of total outstanding shares.

Interest rate risk

The table below shows a sensitivity analysis of the effect
of an interest-rate increase of 1 percentage point (100
basis points) on the Group’s net financial items during
the next 12-month period based on the Group’s interest
bearing assets and interest bearing liabilities as per
each balance sheet date.

SEK millions 31/12/2015 31/12/2014

Total effect on profit/loss
before tax for the year -17.2 -15.7
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Description of acquired companies

DESCRIPTION OF ACQUIRED COMPANIES

MITIM SRL

In February 2016 Recipharm acquired Mitim S.r.| from
the Moroni family. Mitim S.r.l is an independent pharma-
ceutical contract manufacturing company with over 50
years of experience filling beta-lactam antibiotic vials as
well as the development and production of other phar-
maceutical products. Based in Brescia (Northern Italy),
the 26,501 square metre modern facility is focused

on the production of sterile beta lactam injectables,

and other non-beta lactam finished dosage forms. On
31 March 2016 there were 192 full time employees in
Mitim S.r.l.

History

Mitim S.r.l. was acquired by the Moroni family in 1981
and was operated as a sister company to their other
companies which included Magis S.p.A (*Magis”) and
Aesculapius S.r.l. (“Aesculapius”). In 2015 a restructur-
ing occurred which more clearly defined the perimeter
of the operating companies of the Moroni family, with
Magis and Aesculapius operating as marketing compan-
ies, supplied from the manufacturing company Mitim
S.r.l. They decided to sell Mitim and the contract man-
ufacturing business to concentrate on the activities of
Magis and Aesculapius.

Business model

The Mitim S.r.l. business model is essentially that of a
traditional CDMO with a focus on sterile beta lactam
products. By leveraging the long term customer part-
nerships that the Company has developed over the
years, Mitim S.r.I has been engaged in the development
and registration of new dossiers on a fee for service
and commercial supply basis. With constant investment

in improved equipment, the company has built up a
reputation for high quality and wide scientific knowledge
which has driven growth and been securing market
share, most recently in the US market for which produc-
tion from the facility has been approved since 2007.

The business has had significant capex of over EUR 12
million since 2012, with investment in three state of the
art sterile lines for the filling of injectable cephalospor-
ins and penicillins, which account for approximately 95
percent of revenues.

Manufacturing services

Penicillin products are produced in dose forms such as
injectable sterile powders, tablets, capsules and dry syr-
ups. New approvals in the US utilising production from
the FDA-inspected sterile filling lines have driven growth
in this particular segment. Cephalosporin products are
produced in injectable forms. The remaining produced
products (5 percent) are non-antibiotic products in dif-
ferent dose forms.

Customers

Mitim S.r.| has grown organically over the past 15 years
increasing the number of clients and maintaining a
diverse customer base. The top 10 customers of Mitim
S.r.l represent 97 percent of the sales and include a
number of large generic pharmaceutical companies. No
customer represents more than 25 percent and the main
geographical market is Europe with over 75 percent of
sales to this market, the most important country being
Italy. Recipharm expects that sales growth in the US
will be an important contributor going forward as new
product registrations are expected to be approved.
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NITIN LIFESCIENCES LTD

In April, Recipharm acquired 74% of Indian CDMO, Nitin
Lifesciences Ltd from the founding Sobti family. In addi-
tion to the main transaction there is an option to acquire
the remaining 26% during a certain period of time.
Based in Karnal (Haryana state) in Northern India, Nitin
Lifesciences Ltd is a CDMO focused on supplying the
Indian market. It has grown considerably over recent
years and now operates three facilities specialising in
sterile products and employs over 500 people.

History

Nitin Lifesciences Ltd was founded in 1994 by the Sobti
family to manufacture small volume injectable products
in a single facility in Karnal. In 2003 it received WHO
approval and began exploring export opportunities to
semi regulated markets. In 2005 a further manufactur-
ing facility was established in Paonta Sahib in Himachal
Pradesh. Further growth led to a third facility being
established in Paonta Sahib with, in Recipharm’s assess-
ment, state of the art equipment which was commis-
sioned in 2014.

Business model

The Nitin Lifesciences Ltd business model is that of a
CDMO with over 90 percent of the activity supplying
sterile injectables to the Indian domestic market. It is
one of the largest focused sterile injectable contract
manufacturers in India supplying over 50 customers
including a number of multi-national clients. Most cus-
tomer relationships span more than five years. A small
but growing part of the business includes export sales to
other Asian and African markets.

Manufacturing services

Nitin Lifesciences Ltd operates a full service CDMO
model with development and manufacturing services
offered to customers with all support services. They
operate from three facilities and also possess expan-
sion land adjacent to the Paonta Sahib site. The latest
facility validated in 2014 is designed to US FDA and EU
GMP standards. It has been audited by multi-national
corporate clients. All units have an independent power
supply and environmental protection measures to cur-
rent standards.

Customers

Nitin Lifesciences Ltd has a significant number of
customers, both domestic Indian and multi-national
companies operating in India. In 2015, the top five
customers represented 75 percent of total sales with
the largest accounting for around 18 percent of total
revenue. A number of new customers have been
secured particularly for the new facility after it was
commissioned in 2014. The customer target group is
larger multi-national customers requiring an interna-
tional, high quality level. In addition, due to a number
of quality issues in Indian sterile suppliers, there is a
shortage of good quality supply which has worked to
Nitin Lifesciences Ltd’s advantage, according to Nitin’s
management.
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KEMWELL AB AND CIRRUS
PHARMACEUTICALS INC.

On 18 April 2016, Recipharm entered into an agreement
to acquire Kemwell AB, a Swedish CMO company, and
Cirrus Pharmaceuticals Inc. (through the acquisition of
the shares in the parent company Kemwell Biopharma
Inc., a US development operation, from Kemfin Holdings
Private Ltd. The operations were formerly part of the
Kemwell Group. The Swedish CMO company has approx-
imately 210 employees and two production facilities in
Uppsala. The US development operation is located in
Research Triangle Park, North Carolina, USA, and has
approximately 50 employees.

History

In 2006, Kemfin Holdings Private Ltd., acquired an integ-
rated Swedish production facility from Pfizer, intended
for certain anti-inflammatory, immunomodulatory and
immunosuppressive products originally developed in

the 1940s. After the acquisition these facilities have
continued to manufacture and deliver products to Pfizer.
This CMO operation was subsequently increased to also
comprise a general pharmaceutical production unit,
located close to the main facility in Uppsala.

Kemfin Holdings Private Ltd. acquired Cirrus
Pharmaceuticals Inc. in 2013 through an American hold-
ing company. Cirrus Pharmaceuticals Inc. was founded
in 1997 and offer testing and development services for
several customers, which are mainly based in the US.

Business model

The Swedish operation comprises two production facil-
ities, including a fully integrated unit for primary and
secondary production, focused on a limited number of
products that are based on the same API, with Pfizer as
the largest customer. It also has a smaller unit for other
pharmaceutical production. The production offering
includes APIs, in solid and semi-solid dosage forms.
More than 95 per cent of the production in Sweden is
exported, to more than 60 countries, including the US
and Japan. The operation has assigned a high priority
to ensuring efficient and straightforward production
processes, since most of the product range is relatively
mature.

Cirrus Pharmaceuticals Inc.’s service offering includes
the development of inhalation drugs, liquid, solid and
semi-solid dosage forms, as well as parenteral products,
with the emphasis on early formulation work and devel-
opment of analytical methods and testing. A GMP suite
was recently commissioned allowing expansion into
manufacturing of clinical trial material. These services
are provided either on a stand-alone basis or as a more
integrated and comprehensive pharmaceutical product
development programme.

Customers
The Swedish manufacturing company, Kemwell AB, has
about ten customers, including Pfizer, which represents
most of the revenues.

The US development business within Cirrus
Pharmaceuticals Inc. has a larger customer base and
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has served more than 120 customers over the past three
years, ranging from small-scale virtual biotechnology
and pharmaceutical companies to major pharmaceutical
companies. During 2015, eight customers accounted for
55 per cent of sales.

Other

The acquisition of Kemwell AB and Cirrus
Pharmaceuticals Inc. is expected to be finalised during
the second quarter of 2016. The acquisition is subject
to review by the Swedish Competition Authority and to
third-party confirmation regarding certain undertak-
ings. The condition concerning review by the Swedish
Competition Authority has been fulfilled.

As at the date of this Prospectus, the condition relating
to third-party confirmation of certain undertakings
has not yet been fulfilled. If this condition has not
been met by 30 June 2016, or such later date agreed
by the parties, the acquisition agreement will lapse
entailing that the acquisition of Kemwell AB and Cirrus
Pharmaceuticals Inc. will not take place. Recipharm
however has the right to waive the relevant condi-
tion and to thereby procure that the acquisitions are
completed.

DAGNY PHARMA PRIVATE LTD

In April 2016, Recipharm announced that the Company
had entered into an agreement to acquire Kemwell
Biopharma Private Ltd’s pharmaceutical operation in
India. Prior to taking possession, the operations will be
transferred to Dagny Pharma Private Ltd, which is the
legal entity that Recipharm will acquire. The acquisi-
tion of Dagny Pharma Private Ltd is subject to approval
by the authorities, including the Foreign Investment
Promotion Board (FIPB), and is expected to be com-
pleted prior to year-end. The acquired Indian operation
is expected to have approximately 1,400 employees
when the acquisition is completed. The acquisition
agreement includes prior rights for Recipharm to nego-
tiate the acquisition of Kemwell’s biopharma operations
in India, which are not encompassed by the acquisition
of Dagny and will be retained by the seller.

History
Kemwell Biopharma Private Ltd’s Indian operation was
founded by Subhash Bagaria in Bangalore, India. The
company, which then focused on oral solutions, soon
became too large for the original facility, which was loc-
ated in central Bangalore, resulting in Kemwell
Biopharma Private Ltd acquiring a larger site to
enable expansion. The new facility is an approximately
30-minute car journey from Bangalore and currently
houses commercial production of multiple dosage forms,
the most important of which being solid and liquid oral
solutions, both based on modern equipment. Recently,
development services have also been added to the
offering.
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Business model
Dagny Pharma Private Ltd’s operation comprises both
development services and commercial production of
solid, semi-solid, liquid and topical products, with cus-
tomer relations that date back decades. The production
facility for solid dosage forms was commissioned in
2008 and is approved by the US FDA and EU supervis-
ory authorities, as well as many others. The production
facility for liquid oral dosage forms was commissioned
in 2011 and specialises in automated high-capacity
production, primarily for the Indian market. The devel-
opment operation is a high-growth area, featuring a
comprehensive service offering, including formulation
development, small-scale production of clinical trial
material and a large analytical services operation.
Research and development services are offered by an
associated department, which has approximately 100
researchers as employees, of whom approximately 20
per cent have PhDs. The services are offered as part of
a project, in order to transfer new product projects to
commercial facilities, or as individual services, such as
stability studies or as analytical support when devel-
oping new products. Approximately two-thirds of the
current capacity has been signed up on a long-term
basis by customers with a continuous need for Dagny
Pharma Private Ltd’s services. The company’s produc-
tion expertise is in the area of liquid dosage forms, as
well as solid dosage forms.

Customers

During 2015, the five largest customers, out of a total of
approximately 40 customers, accounted for approxim-
ately 76 per cent of total sales. Dagny Pharma Private
Ltd works with local customers and a large number of
major pharmaceutical companies, very high demands for
quality and service level. The majority of the products
from the unit for solid, oral dosages are delivered to
markets in Europe and North America, while products
from the unit for liquid oral solutions are predominantly
sold in the domestic, Indian market.

Other

It is estimated that the acquisition of Dagny Pharma
Private Ltd will be finalised before the end of 2016. The
seller of the operations in India will retain ownership of
certain business, which is currently operated together
with the operations that Recipharm will acquire. This
entails certain difficulties, in preparing with accuracy
historical financial information for the acquired opera-
tions. Due to the aforementioned, Recipharm will not be
able to present the acquisition of Dagny Pharma Private
Ltd on a pro forma basis in the pro forma financial state-
ments that are included in this Prospectus.

For the 12-month period that ended on 31 December
2015, it is preliminarily estimated that the Indian oper-
ations had revenues of approximately INR 2,160 million
(approximately SEK 284 million) and EBITDA of approx-
imately INR 358 million (approximately SEK 47 million).
These calculations and assessments are preliminary and
may be amended
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PRO FORMA FINANCIAL STATEMENTS

PURPOSE OF PRO FORMA FINANCIAL
STATEMENTS

In connection with the planned acquisition of Kemwell’s
operations in Sweden, the US and India, the Board of
Directors has resolved, based on the authorisation from
the Extraordinary General Meeting, to issue shares
as part of a preferential rights issue. Recipharm has
recently implemented additional acquisitions, namely
the acquisition on 24 February 2016 of Mitim S.r.l.
in Italy and the acquisition on 11 April 2016 of Nitin
Lifesciences Ltd. in India. In connection with the acquis-
ition of Kemwell’s operations in Sweden and the US, an
agreement on the acquisition of Kemwell Biopharma
Private Ltd’s operations in India was concluded. The
latter is conditioned on approval by Indian authorities
and the takeover, assuming approval, is expected before
the end of year 2016. To give a fair presentation of
the Group, after the acquisitions, a pro forma calcula-
tion has been conducted based on certain underlying
assumptions, as described in greater detail below. The
pro forma financial statements describe a hypothetical
situation and have been prepared for illustrative pur-
poses and thus are not intended to describe Recipharm’s
actual financial position or earnings, but only to inform
and highlight facts. The pro forma financial statements
are not representative of Recipharm’s future financial
position or earnings. Investors are urged not to rely on
the pro forma financial statements.

General synergism or integration costs have not been
included in the pro forma financial statements.

BASIS FOR PRO FORMA STATEMENTS
The pro forma accounts have been prepared based on
the following fundamental assumptions:

. The pro forma income statement for the period 1
January - 31 December 2015 has been prepared as if
Recipharm had acquired and taken over all the shares
in Mitim S.r.l. and Kemwell in Sweden and the US, as
well as 74 percent of the shares in Nitin Lifesciences
Ltd., as per 1 January 2015; and

i.The pro forma balance sheet as per 31 December 2015
has been prepared as if Recipharm had acquired and
taken over all the shares in Mitim S.r.I. and Kemwell in
Sweden and the US, as well as 74 percent of the shares
in Nitin Lifesciences Ltd., as per 31 December 2015

For each company presented on a pro forma basis, the
starting point has been the acquired company’s financial
statements according to local accounting standards.
These financial statements have been reviewed by the
local auditors of the respective companies. Recipharm
applies IFRS as its accounting standard. On the basis of
the local financial statements, an IFRS analysis has been
implemented and reported figures have been adjusted
in respect of any identified differences. Where required,
the IFRS analysis has been performed with the help
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of external accounting consultants. Other pro forma
adjustments have been made in those cases where the
adjustments are directly linked to the acquisition.

The acquisition of Kemwell Biopharma Private Ltd’s
pharmaceutical operations in India is expected to finalise
before year end 2016. This is inter alia due to the long
review period for approvals from the Indian authorities.
The seller of the operations in India will retain a part of
the operations, which today is managed together with
the operations Recipharm will acquire; thus, Kemwell
Biopharma Private Ltd’s pharmaceutical operations in
India are only a part of Kemwell Biopharma Private Ltd’s
operations in India. As a result, this creates difficulties
to accurately derive historical financial information
for the acquired operations. In light of the above,
Recipharm assess that it is not possible to present the
acquisition of Kemwell’s pharmaceutical operations in
India pro forma in the financial pro forma statements
included in the Prospectus.

No adjustment has been made for the decision to
implement a rights issue, since this is intended to fin-
ance Kemwell’s Indian pharmaceutical operations and
would thus not provide a fully fair and accurate impres-
sion of the pro forma financial statements.

PRO FORMA COMPANIES
The following companies have undergone pro forma
adjustment:

Nitin Lifesciences Ltd based on Indian GAAP, plus IFRS
and other adjustments

based on Italian GAAP, plus IFRS
and other adjustments

Mitin S.r.l.

Kemwell’s operations based on US and Swedish GAAP,
in Sweden and US plus IFRS and other adjustments

In addition to the transactions above, Recipharm com-
pleted a number of transactions during 2015 and 2016
that have not been pro forma adjusted. These are the
acquisition on 15 June 2015 of Recipharm OT Chemistry
AB i Uppsala (presently Recipharm OT Chemistry AB),
the transaction with Alcon (a company in Novartis) on

31 December 2015 and the acquisition of a large part of
Kemwell Biopharma Private Ltd’s operations in India (see
above). Additional information is presented in previously
published press releases.

Recipharm OT Chemistry AB has not been adjusted
because it is a small company, which generated sales of
only SEK 16.5 for the period, meaning from the time of
its acquisition on 15 June 2015 until 31 December 2015.

The transaction with Alcon, in which a multiyear con-
tract was signed in conjunction with Recipharm acquir-
ing the operation, was a “carve-out”, meaning that part
of Alcon’s operations was broken out. Accordingly, it has
not been possible with sufficient certainty and quality to
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derive reliable figures. It is also worth noting that this
operation is included for a full quarter in Reciphram’s
interim report for the first quarter of 2016.

DESCRIPTION OF PRO-FORMA ADJUSTMENTS
Breakdown of purchase consideration into asset
classes

An estimated breakdown based on experiences from
previous acquisitions is provided since the breakdown
of purchase consideration into asset classes has not
been completed. This means that surplus values are
divided as follows: 50 percent to intangible assets with
fixed amortisation periods and 50 percent to intangible
assets without fixed amortisation periods (goodwill).
Surplus values are expected in for instance customer
relations and product rights. Deferred tax liabilities were
calculated on intangible assets with fixed amortisation
periods based on local general tax rates (34 percent for
Italy, 22 percent for Sweden, 36 percent for the US and
30 percent for India) and the difference has increased
goodwill. Intangible assets with fixed amortisation
periods have an estimated economic life of 15 years.
Acquisition eliminations and associated adjustments
(for example, amortisation of surplus values, interest
expenses on loans attributable to the acquisition) are
included together with the pro forma adjustments in the
column “Other adjustments” in the tables below.

Mitim S.r.l.

The acquisition is financed using borrowed funds, hence
additional interest expenses were included as a pro
forma adjustment. The tax effect on additional interest
expenses was calculated based on the tax rate applic-
able for Recipharm 22 percent. In connection with the
acquisition, Recipharm paid Mitim S.r.l:s loan to the
former owners, which was adjusted against cash and
cash equivalents. No other pro forma adjustments have
been made in relation to Mitim S.r.l.

Nitin Lifesciences Ltd

The acquisition of 74 percent of the shares in Nitin
Lifesciences Ltd. is financed using borrowed funds,
hence additional interest expenses were included as

a pro forma adjustment. The tax effect on additional
interest expenses was calculated based on the tax rate
applicable for Recipharm 22 percent. No other pro forma
adjustments were made regarding Nitin Lifesciences Ltd.

Kemwell’s operations in Sweden and the US

The acquisition of Kemwell’s operations in Sweden
entails the acquisition of Kemwell AB and in the US of
Cirrus Pharmaceuticals Inc. The acquisition is mainly
financed by issuing shares within the framework of the
Payment In-Kind, available funds and existing credit
facilities.

Pro forma adjustments were made to Kemwell AB in
the form of reclassification of prepaid income received
from customers for purchases of tangible assets, which
has been recognised as financial income in accordance
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with local principles. This income was reclassified as

a reduction of depreciation in the pro forma accounts.
Prepaid income (long and short-term) was reclassified in
the balance sheet against the cost of tangible assets.

In 2015, Cirrus Pharmaceuticals Inc. had employees
that exclusively worked for Kemwell India’s Biologic’s
division, which is not included in Recipharm’s planned
acquisition of Kemwell Biopharma Private Ltd:s phar-
maceutical operations in India. These costs will be
re-invoiced after the acquisition has taken place and
adjusted on the rows of external costs and employee
benefits expense. In its local financial statements, Cirrus
Pharmaceuticals Inc. recognised a loss for the earn out
related to the acquisition from former owners. This fin-
ancial income has been reversed, since it is a non-recur-
ring item, and has been recognised against equity.

Adjustments between Italian GAAP and IFRS
Income that is recognised as other operating income

in the local financial statements is transferred to net
sales in order to correspond to the Group’s definition of
income. According to local GAAP, goodwill is amortised
on a straight-line basis, which is not permitted under
IFRS. Furthermore, adjustments were made for certain
improvements to other entities’ (leased) property, which
according to local GAAP is classified as an intangible
asset, but under the Group’s accounting policies is con-
sidered to be a tangible asset.

Adjustments between Indian GAAP and IFRS
Adjustments between local accounting policies and IFRS
refer to deferred tax expenses on temporary differences
in tangible assets.

Adjustments between US GAAP and IFRS
According to local GAAP, goodwill is amortised on a
straight-line basis, which is not permitted under IFRS.
Amortisation recognised in accordance with US GAPP
in the 2015 financial statements was reversed in the
income statement.

Adjustments between Swedish GAAP and IFRS
Appropriations and untaxed reserves are transferred to
deferred tax and equity.

No material deviations between Swedish GAAP and
IFRS were noted in the review of Kemwell AB’s pro forma
accounts.
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FINANCIAL STATEMENTS
The pro forma financial statements are shown below.

Pro forma income statement 2015

Kemwell

Sweden &
SEK millions Recipharm Mitim Nitin USA Total
Net sales 3,389.4 452.9 390.7 462.5 4,695.5
Other operating income 118.7 20.4 5.6 14.9 159.5
Total operating incomes 3,508.1 473.3 396.2 477.4 4,855.0
Raw materials and consumables -958.8 -210.4 -255.2 -115.0 -1,539.3
Other external costs -799.7 -87.0 -28.4 -129.9 -1,045.0
Employee benefits expense -1,176.1 -92.5 -17.5 -189.5 -1,475.6
Depreciation/amortisation and impairment
of assets -235.6 -44.3 -45.4 -45.3 -370.6
Other operating expenses -62.8 -1.2 - -0.2 -64.2
Share in associated company profits -1.0 - - - -1.0
Operating profit/loss 274.2 37.8 49.9 -2.5 359.4
Net financial items 35.4 -10.3 -11.1 -4.0 10.1
Profit/loss before tax 309.6 27.6 38.8 -6.4 369.4
Tax on profit/loss for the period -94.6 -10.0 -7.6 -2.5 -114.7
Profit/loss for the year 215.1 17.6 31.2 -9.0 254.7
The following adjustments to the balance sheet were made as per 31 December 2015.
Pro forma balance sheet Dec 31 2015

Kemwell

Sweden &
SEK millions Recipharm Mitim Nitin USA Total
ASSETS
Intangible assets 2,271.2 442.1 833.5 590.4 4,137.1
Property. plant and equipment 1,446.3 152.2 90.6 98.2 1,787.3
Other non-current assets 153.4 0.0 0.6 1.1 155.1
Total non-current assets 3,870.9 594.3 924.7 689.6 6,079.6
Inventories 641.8 61.2 38.7 73.6 815.4
Trade receivables 467.0 115.3 49.0 36.8 668.1
Tax receivables 0.1 - 0.2 0.3
Other receivables 112.2 33.6 7.1 0.8 153.7
Current investments - - - - -
Prepaid expenses and accrued income 70.6 9.4 0.3 4.3 84.6
Total current assets 1,291.6 219.7 95.0 115.8 1,722.0
Cash in hand and at bank 534.2 -46,9 26.8 -154.1 360.0
TOTAL ASSETS 5,696.7 767.1 1,046.5 651.3 8,161.6
EQUITY AND LIABILITIES
Equity 2,740.5 0.0 42.4 429.6 3,212.5
Non-current liabilities 2,260.9 639.9 954.2 145.8 4,000.9
Current liabilities 695.3 127.2 49.9 75.8 948.1
TOTAL EQUITY AND LIABILITIES 5,696.7 767.1 1,046.5 651.3 8,161.6
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Details regarding pro forma adjustments per acquisition are presented below.

Pro forma income statement 2015

Mitim Nitin Kemwell Sweden & USA
IFRS Other IFRS Other Swedish IFRS Other

Italian adjust- adjust- Indian adjust- adjust- GAAP and adjust- adjust-
SEK million GAAP ments ments Total GAAP ments ments Total US GAAP  ments ments Total
Net sales 448.2 4.7¢ - 4529 390.4 - 0.37  390.7 462.5 - - 462.5
Other
operating income 25.1 -4.7¢ - 20.4 8.1 - -2.578 5.6 14.9 - - 14.9
Total
operating income 473.3 0.0 0.0 473.3 398.5 0.0 -2.2 396.3 477.4 0.0 0.0 477.4
Raw materials and
consumables -210.4 = - -210.4 -255.2 = - -255.2 -115.0 = -1 -115.0
Other external costs -85.2 - -1.8° -87.0 -24.6 - -3.8° -28.4 -126.0 - -3,91214 -129.9

Employee benefits
expense -92.5 - - -92.5 -17.5 - - -17.5 -194.1 -  4.6'215 -189.5

Depreciation/
amortisation and

impairment of assets -31.5 0.92 -13.7° -44.3 -17.9 - -27.5° -45.4 -33.9 2.0%10 -13.31314  -45.3
Other

operating expenses -1.2 - - -1.2 - - - - -0.2 - 0.0 -0.2
Share in associated

company profits - - - - - - - - - - 0.0 0.0
Operating profit/loss 52.4 0.9 -15.5 37.8 83.3 0.0 -33.5 49.9 8.2 2.0 -12.7 -2.5
Net financial items -2.6 = -7.6> -10.3 0.0 = calilalEs Al il 26,0 =il Cr -4.0
Profit/loss before tax 49.8 0.9 -23.1 27.6 83.3 - -445 38.8 -2.9 28.0 -31.5 -6.4
Tax on profit/loss

for the year -16.1 -0.2? 6.3° -10.0 -17.8 -1.0¢ 11.2° -7.6 -0.5 -6.401! 4.3 -2.5
Profit/loss

for the period 33.7 0.6 -16.8 17.6 65.5 -1.0 -33.4 31.27 =33 21.6 -27.2 -9.0
Mitim

t Adjustments relate to reclassification of revenue from other operating income to net sales as per the Recipharm Group’s definition of revenues.

2 Reversal of straight line depreciation of goodwill (SEK 0.9 million). Tax effect (SEK 0.2 million) calculated based on estimated tax rate of 34 percent.

3 Improvement costs of leased property (SEK 2.0 million), accounted for as an intangible asset according to Italian GAAP and as a tangible asset according to IFRS.

4 Loan from previous owner (SEK 46.9 million) repaid by Recipharm in connection with the acquisition, adjusted against cash and cash equivalents.

5 Acquisition elimination, in the absence of a completed PPA the allocation of surplus values have been estimated, 50 percent allocated to intangible assets with a
predetermined depreciation schedule (SEK 183.5 million) with deferred tax liability estimated based on the local tax rate (36 percent and SEK 62.4 million) and the
remaining balance allocated to intangible assets without a predetermined depreciation schedule (goodwill, SEK 245.9 million). Depreciation for the year of surplus
values (SEK 13.7 million) has been estimated based on an economic lifetime of 15 years. The acquisition has been financed through a loan (SEK 496.8 million)
with an annual interest cost estimated at SEK 7.5 million. As the loan has been drawn from an existing loan facility, the current interest rate of 1.5 percent on the
existing loan facility has been applied. Acquisition costs amount to SEK 1.8 million. Tax effects on interest costs of SEK 1.6 million have been estimated based on
the parent company’s tax rate.

Nitin

¢ IFRS adjustment relates to deferred tax assigned to tangible assets.

7 Pro forma adjustment relates to reclassification of revenue from performed development services from other operating income to net sales in accordance with

Recipharm’s definition of revenue, SEK 0.3 million.

Pro forma adjustment relates to reclassification of interest income from other operating income to net financial items, SEK 2.1 million.

Acquisition elimination, in the absence of a completed PPA the allocation of surplus values have been estimated, 50 percent allocated to intangible assets with a

predetermined depreciation schedule (SEK 362.4 million) with deferred tax liability estimated based on local tax rate (30 percent and SEK 108.7 million) while

the remaining balance allocated to intangible assets without a predetermined depreciation schedule (goodwill, SEK 471.1 million). Depreciation for the year on

surplus values (SEK 27.5 million) has been estimated based on an economic lifetime of 15 years. The acquisition has been financed with debt (SEK 845.5 million)
with an annual interest cost estimated at SEK 12.7 million. As the loan has been drawn from an existing loan facility, the current interest rate of 1.5 percent on
the existing loan facility has been applied. Acquisition costs amount to SEK 3.8 million. Tax effects on interest costs of SEK 2.8 million have been estimated based
on the parent company’s tax rate. The acquisition includes 74 percent of the shares outstanding in Nitin Lifesciences Ltd., thus creating a minority shareholding
for the acquisition. Profit for the period related to holdings without controlling interest amounts to SEK 16.8 million and has been calculated on the profit for the
period according to local accounting principles and IFRS adjustment. Equity related to holdings without controlling interests amounts to SEK 42.4 million. Holdings
without controlling interests are not valued at real value.

Kemwell Sweden and US

10 Reversal of straight line depreciation of goodwill (SEK 2.0 million). Tax effect (SEK 0.7 million) calculated based on estimated tax rate for Kemwell US of 36

percent.

IFRS adjustment relating to reclassification of accelerated depreciation of tangible assets, in the income statement of SEK 26 million (deferred tax effect of SEK

5.7 million) and in the balance sheet SEK 54 million.

Costs relating to personnel expenses which, after acquisitions, will be billed to a third party, SEK 0.9 million adjusted from other operating expenses and SEK 4.6

million from employee benefit expenses.

Reclassification of prepaid revenue in Kemwell SE, attributable to investments in tangible assets, accounted for according to local GAAP as financial income (SEK

3.5 million), is adjusted to meet depreciation expenses. Remaining provisions are reclassified (SEK 12.1 million from non-current liabilities, SEK 0.8 million from

current liabilities) and reduces the value of tangible assets (SEK 12.9 million).

Acquisition elimination, in the absence of a completed PPA the allocation of surplus values have been estimated, 50 percent allocated to intangible assets with

a predetermined depreciation schedule (SEK 279.7 million) with deferred tax liability estimated based on local tax rate (22 percent and 36 percent, in total SEK

71.7 million) while the remaining balance allocated to intangible assets without a predetermined depreciation schedule (goodwill, SEK 350.9 million). Depreciation

for the year on surplus values (SEK 16.8 million) has been estimated based on an economic lifetime of 15 years. The acquisition has been financed through the

issuance of shares (SEK 429.6 million) and with existing cash (SEK 163.4 million). Acquisition costs amount to SEK 4.9 million.

2015 accounts include non-recurring costs of SEK 14.0 million, whereof SEK 7 million in scrap costs and SEK 5 million in personnel costs.

Reversal of a debt item accounted for in Kemwell USA’s local accounts related to an earn out which was accounted for in connection with the previous owner’s

acquisition of the company, SEK 15.3 million.
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Details regarding pro forma adjustments per acquisition are presented below.

Pro forma balance sheet Dec 31 2015

Mitim Nitin Kemwell Sweden & USA
IFRS Other IFRS Other Swedish IFRS Other
Italian adjust- adjust- Indian adjust- adjust- GAAP and adjust- adjust-
SEK millions GAAP ments ments Total GAAP ments ments Total US GAAP ments ments Total
ASSETS
Intangible assets 14.6 -2.03 429.5° 442.1 - - 833.5° 833.5 19.7 - 570.7*% 590.4
Property, plant and
equipment 150.2 2.03 - 152.2 90.6 - - 90.6 111.1 - -12.913 98.2
Other non-current
assets - - - - 0.6 - - 0.6 1.1 - - 1.1
Total non-current
assets 164.8 0.0 429.5 594.3 91.2 0.0 833.5 924.7 131.9 0.0 557.8 689.6
Inventories 61.2 - - 61.2 38.7 - - 38.7 73.6 - - 73.6
Trade receivables 115.3 = - 115.3 49.0 = - 49.0 36.8 - - 36.8
Tax receivables 0.1 - - 0.1 - - - - 0.2 - - 0.2
Other receivables 33.6 - - 33.6 7.1 - - 7.1 0.8 - - 0.8
Current investments = = = = = = = = = = = =
Prepaid expenses and
accrued income 9.4 - - 9.4 0.3 - - 0.3 4.3 - - 4.3
Total current assets 219.7 0.0 0.0 219.7 95.0 0.0 0.0 95.0 115.8 0.0 0.0 115.8
Cash in hand
and at bank - - -46.9° -46.9 26.8 - - 26.8 9.3 - -163.4* -154.1
TOTAL ASSETS 384.5 0.0 382.6 767.1 213.0 0.0 833.5 1046.5 257.0 0.0 394.3 651.3
EQUITY AND
LIABILITIES
Equity 129.8 - -129.8° - 163.1 - -120.7° 42.4 33.6 54.0%* 342.1% 429.6
Non-current liabilities 127.6 - 512.3° 639.9 - - 954.2° 954.2 146.8 -54.0'* 53.1'3 145.8
Current liabilities 127.1 - - 127.2 49.9 - - 49.9 76.6 - -0.813 75.8
Total equity
and liabilities 384.5 0.0 382.6 767.1 213.0 0.0 833.5 1,046.5 257.0 0.0 394.3 651.3
Mitim

t Adjustments relate to reclassification of revenue from other operating income to net sales as per the Recipharm Group’s definition of revenues.

2 Reversal of straight line depreciation of goodwill (SEK 0.9 million). Tax effect (SEK 0.2 million) calculated based on estimated tax rate of 34 percent.

3 Improvement costs of leased property (SEK 2.0 million), accounted for as an intangible asset according to Italian GAAP and as a tangible asset according to IFRS.

4 Loan from previous owner (SEK 46.9 million) repaid by Recipharm in connection with the acquisition, adjusted against cash and cash equivalents.

5 Acquisition elimination, in the absence of a completed PPA the allocation of surplus values have been estimated, 50 percent allocated to intangible assets with a prede-
termined depreciation schedule (SEK 183.5 million) with deferred tax liability estimated based on the local tax rate (36 percent and SEK 62.4 million) and the remaining
balance allocated to intangible assets without a predetermined depreciation schedule (goodwill, SEK 245.9 million). Depreciation for the year of surplus values (SEK 13.7
million) has been estimated based on an economic lifetime of 15 years. The acquisition has been financed through a loan (SEK 496.8 million) with an annual interest
cost estimated at SEK 7.5 million. As the loan has been drawn from an existing loan facility, the current interest rate of 1.5 percent on the existing loan facility has been
applied. Acquisition costs amount to SEK 1.8 million. Tax effects on interest costs of SEK 1.6 million have been estimated based on the parent company’s tax rate.

Nitin

¢ IFRS adjustment relates to deferred tax assigned to tangible assets.

7 Pro forma adjustment relates to reclassification of revenue from performed development services from other operating income to net sales in accordance with
Recipharm'’s definition of revenue, SEK 0.3 million.

& Pro forma adjustment relates to reclassification of interest income from other operating income to net financial items, SEK 2.1 million.

9 Acquisition elimination, in the absence of a completed PPA the allocation of surplus values have been estimated, 50 percent allocated to intangible assets with a prede-
termined depreciation schedule (SEK 362.4 million) with deferred tax liability estimated based on local tax rate (30 percent and SEK 108.7 million) while the remaining
balance allocated to intangible assets without a predetermined depreciation schedule (goodwill, SEK 471.1 million). Depreciation for the year on surplus values (SEK
27.5 million) has been estimated based on an economic lifetime of 15 years. The acquisition has been financed with debt (SEK 845.5 million) with an annual interest cost
estimated at SEK 12.7 million. As the loan has been drawn from an existing loan facility, the current interest rate of 1.5 percent on the existing loan facility has been
applied. Acquisition costs amount to SEK 3.8 million. Tax effects on interest costs of SEK 2.8 million have been estimated based on the parent company’s tax rate. The
acquisition includes 74 percent of the shares outstanding in Nitin Lifesciences Ltd., thus creating a minority shareholding for the acquisition. Profit for the period related
to holdings without controlling interest amounts to SEK 16.8 million and has been calculated on the profit for the period according to local accounting principles and IFRS
adjustment. Equity related to holdings without controlling interests amounts to SEK 42.4 million. Holdings without controlling interests are not valued at real value.

Kemwell Sweden and US

0 Reversal of straight line depreciation of goodwill (SEK 2.0 million). Tax effect (SEK 0.7 million) calculated based on estimated tax rate for Kemwell US of 36 percent.

1 IFRS adjustment relating to reclassification of accelerated depreciation of tangible assets, in the income statement of SEK 26 million (deferred tax effect of SEK 5.7

million) and in the balance sheet SEK 54 million.

Costs relating to personnel expenses which, after acquisitions, will be billed to a third party, SEK 0.9 million adjusted from other operating expenses and SEK 4.6 mil-

lion from employee benefit expenses.

Reclassification of prepaid revenue in Kemwell SE, attributable to investments in tangible assets, accounted for according to local GAAP as financial income (SEK 3.5

million), is adjusted to meet depreciation expenses. Remaining provisions are reclassified (SEK 12.1 million from non-current liabilities, SEK 0.8 million from current

liabilities) and reduces the value of tangible assets (SEK 12.9 million).

Acquisition elimination, in the absence of a completed PPA the allocation of surplus values have been estimated, 50 percent allocated to intangible assets with a prede-

termined depreciation schedule (SEK 279.7 million) with deferred tax liability estimated based on local tax rate (22 percent and 36 percent, in total SEK 71.7 million)

while the remaining balance allocated to intangible assets without a predetermined depreciation schedule (goodwill, SEK 350.9 million). Depreciation for the year on
surplus values (SEK 16.8 million) has been estimated based on an economic lifetime of 15 years. The acquisition has been financed through the issuance of shares

(SEK 429.6 million) and with existing cash (SEK 163.4 million). Acquisition costs amount to SEK 4.9 million.

2015 accounts include non-recurring costs of SEK 14.0 million, whereof SEK 7 million in scrap costs and SEK 5 million in personnel costs.

Reversal of a debt item accounted for in Kemwell USA’s local accounts related to an earn out which was accounted for in connection with the previous owner’s acquisi-

tion of the company, SEK 15.3 million.
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The Auditor’'s Report on Pro Forma Financial Information

THE AUDITOR’S REPORT ON
PRO FORMA FINANCIAL INFORMATION

To the Board of Directors in Recipharm AB (publ), org. nr
556498-8425.

We have examined the pro forma financial informa-
tion set out on pages 83-87 in Recipharm AB’s (publ)
prospectus dated May 19, 2016.

The pro forma financial information has been prepa-
red for illustrative purposes only to provide information
about how the acquisition of Nitin Lifesciences Ltd.,
Mitim S.r.l., Kemwell AB and Cirrus Pharmaceuticals
Inc. might have affected the consolidated balance sheet
for Recipharm AB as of December 31, 2015, as if the
acquisitions had taken place at such date, and/or the
consolidated income statement for Recipharm AB for the
year ended December 31, 2015, as if the acquisitions
had taken place on January 1, 2015.

THE BOARD OF DIRECTORS’ RESPONSIBILITY
It is the Board of Directors’ responsibility to prepare

the pro forma financial information in accordance with
the requirements of the Commission Regulation (EC)

No 809/2004.

THE AUDITOR'’S RESPONSIBILITY

It is our responsibility to provide an opinion required by
Annex II item 7 of Prospectus Regulation 809/2004/EC.
We are not responsible for expressing any other opinion
on the pro forma financial information or of any of its
constituent elements. In particular, we do not accept
any responsibility for any financial information used in
the compilation of the pro forma financial information
beyond that responsibility we have for auditor’s reports
regarding historical financial information issued in the
past.

WORK PERFORMED

We performed our work in accordance with FARs
Recommendation RevR 5 Examination of Prospectuses.
This recommendation requires that we comply with
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FAR's ethical requirements and have planned and
performed the audit to obtain reasonable assurance
that the financial statements are free from material
misstatements. The firm applies ISQC 1 (International
Standard on Quality Control) and accordingly maintains
a comprehensive system of quality control including
documented policies and procedures regarding compli-
ance with ethical requirements, professional standards
and applicable legal and regulatory requirements.

Our work, which involved no independent examination
of any of the underlying financial information, consisted
primarily of comparing the unadjusted financial infor-
mation with the historical information, assessing the
evidence supporting the pro forma adjustments and
discussing the pro forma financial information with the
management of the company.

We planned and performed our work so as to obtain
the information and explanations we considered neces-
sary in order to obtain reasonable assurance that the
pro forma financial information has been compiled on
the basis stated on pages 83-84, and in accordance
with the accounting principles applied by the company.

OPINION

In our opinion, the pro forma financial information has
been properly compiled on the basis stated on pages
83-84 and in accordance with the accounting principles
applied by the company.

Stockholm. May 19, 2016

Ernst & Young AB

Jennifer Rock-Baley
Authorized public accountant
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Share capital and ownership structure

SHARE CAPITAL AND OWNERSHIP STRUCTURE

SHARE CAPITAL AND OTHER SHARE
INFORMATION

Recipharm was founded in 1994, in accordance with
Swedish law. The Company’s shares are denominated in
SEK and the articles of association stipulate that share
capital shall be not less than SEK 20,000,000 and not
more than SEK 80,000,000. Recipharm’s registered
share capital as of the date of this Prospectus was SEK
24,807,490, distributed as follows: 12,685,716 Class A
shares, 36,429,264 Class B shares and 500,000 Class D
shares, with a par value of SEK 0.50. The table on the
next page shows information about the development

of Recipharm’s share capital since the Company was
founded in 1994.

Securities trading

Class B shares are admitted for trading on Nasdaq
Stockholm Mid Cap under the “"RECI B” ticker. Trading in
the new shares is expected to start on or about 16 June
2016. Class A shares are not subject to trading and will
not be traded on any marketplace.

Rights associated with the shares

Recipharm’s articles of association contain a record date
provision and the Company’s shares are registered with
Euroclear Sweden AB, Box 7822, SE-103 97 Stockholm,
which means that Euroclear manages the Company’s
share register. No share certificates have been issued.
Class A shares have ISIN-code SE0002834689, Class

B shares ISIN-code SE0005757267 and Class D shares
ISIN-code SE0007305925. There have not been any
public takeover bids for the Company’s shares. Rights
associated with shares in the Company may only be
amended in accordance with the procedures set out

in the Swedish Companies Act (Sw. Aktiebolagslagen
(2005:551)).

General meeting of shareholders

Notices of general meetings of shareholders shall be
published in the Official Swedish Gazette (Sw. Post- och
Inrikes Tidningar) and on the Company’s website. The
release of the notice shall be announced in Svenska
Dagbladet. In order for shareholders to be entitled to
attend the general meeting, they must be entered in
Recipharm’s shareholders’ register five working days
prior to the meeting and notify the Company of their
intention to attend no later than the date indicated in the
notice convening the meeting.

Votes

Each Class A share entitles the holder to ten (10) votes
and each Class B share and Class D share to one (1)
vote. At the shareholders” meeting, each voting share-
holder may vote the full number of owned or represen-
ted shares with no limitation on the number of votes.
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Redemption clauses and reclassification clauses
Under the articles of association, Class D shares are
subject to redemption clauses and reclassification
clauses.

Dividends

All shares carry equal rights to a share of the Company’s
profits and any surplus in the event of liquidation.
However, Class D shares do not carry the right to a
dividend. Decisions on dividends are made by the gen-
eral meeting and are paid through Euroclear. Dividends
may only be paid to such an extent that there will be full
coverage for the Company'’s restricted equity after the
dividend distribution, and only to the extent that the
dividend is justifiable taking into consideration (i) the
requirements that the nature, scope and risks place on
the amount of equity and (ii) the consolidation needs

of the Company and the Group, liquidity and financial
position (the so-called precautionary principle). As a
general rule, shareholders may not declare dividends

in an amount higher than that proposed or approved by
the Board of Directors. See also "“Dividend policy and
dividend” below.

All shareholders registered as owners in Euroclear’s
share register on the record date established by the
general meeting of shareholders have a right to receive
a dividend. If a shareholder cannot be reached through
Euroclear, the shareholder’s claim on the Company for
the dividend amount remains, but is subject to a stat-
utory limitation of ten years. At the end of the limitation
period, the dividend amount is forfeited to Recipharm.
Apart from any limitations imposed by banks or clearing
systems in the relevant jurisdiction, payment to such
shareholders is made in the same way as to shareholders
resident in Sweden. Shareholders with limited tax liability
in Sweden are normally liable for Swedish withholding
tax; see “Certain tax considerations in Sweden”.

Preferential rights to new shares etc.

In the event of an issue of new shares, shareholders
have preferential rights to subscribe for shares of the
same class already held. For a more detailed description
of preferential rights, including the relationship between
different classes of shares, see sections 5 and 6 of
Recipharm’s articles of association, which can be found
under “Articles of Association”.
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Share capital and ownership structure

Share capital development

Change in Total Change Total vaFI,:;

number of Class A Class B Class D number of in share share of the
Year Event shares shares shares shares shares capital capital share
1994  Company founded 50,000 50,000 - - 50,000 50,000 50,000 1
1995 New issue 450,000 500,000 - - 500,000 450,000 500,000 1
1996  Bonus issue 9,500,000 10,000,000 - - 10,000,000 9,500,000 10,000,000 1
2011  New issue 2,685,715 12,685,715 - - 12,685,715 2,685,715 12,685,715 1
2014 Reclassification - 6,342,858 6,342,857 - 12,685,715 - 12,685,715 1
2014  Split 2:1 12,685,715 12,685,716 12,685,714 - 25,371,430 - 12,685,715 0.50
2014  New share issue 10,443,038 12,685,716 23,128,752 - 35,814,468 5,221,519 17,907,234 0.50
2014 Conversion 1,374,407 12,685,716 24,503,159 - 37,188,875 687,203.5 18,594,437.5 0.50
2014 Issue in kind 3,500,000 12,685,716 28,003,159 - 40,688,875 1,750,000 20,344,437.5 0.50
2015  Conversion 2,114,999 12,685,716 30,118,158 - 42,803,874 1,057,499.5 21,401,937 0.50
2015  Conversion 2,915,544 12,685,716 33,033,702 - 45,719,418 1,457,772 22,859,709 0.50
2015 Issue in kind 45,838 12,685,716 33,079,540 - 45,765,256 22,919 22,882,628 0.50
2015  New issue 560,000 12,685,716 33,079,540 560,000 46,325,256 280,000 23,162,628 0.50
2015 Reclassification - 12,685,716 33,139,540 500,000 46,325,256 - 23,162,628 0.50
2016 New issue 2,250,000 12,685,716 35,389,540 500,000 48,575,256 1,125,000 24,287,628 0.50
2016  New issue 1,039,724 12,685,716 36,429,264 500,000 49,614,980 519,862 24,807,490 0.50
2016  Upcoming new

issuel 9,811,067 15,222,859 43,703,188 500,000 59,426,047 4,905,533.5 29,713,023.5 0.50
2016  Issue in kind2 3,121,429 15,222,859 46,824,617 500,000 62,547,476 1,560,714.5 31,273,738 0.50
2016  New issue3 624,285 15,222,859 47,448,902 500,000 63,171,761 312,142.5 31,585,880.5 0.50
OWNERSHIP Lars Backsell and Thomas Eldered will continue to have
The total number of shares in Recipharm on the date significant influence over the Company in matters that
of this Prospectus amounted to 49,614,980 shares. are subject to shareholder approval. Consequently, Lars
The table below illustrates the largest shareholders Backsell and Thomas Eldered can exercise control over
and shareholder’s structure in Recipharm according to the Company. However, the control is limited by the pro-
Euroclear as of 30 April 2016 and subsequent changes visions of the Swedish Companies Act (Sw. aktiebolags-
known to the Company. After the new share issue, lagen (2005:551)).
Number of shares Percentage held

Owner Series A Series B Total number of shares Capital, % Votes, %
Thomas Eldered 6,342,858 3,858,690 10,201,548 20.6% 41.1%
Lars Backsell 6,342,858 33,717 6,376,575 12.9% 38.7%
Lannebo Fonder 6,494,393 6,494,393 13.1% 4.0%
Foérsta AP-Fonden 3,220,953 3,220,953 6.5% 2.0%
Fjarde AP-Fonden 2,832,790 2,832,790 5.7% 1.7%
Didner & Gerge Fonder 1,319,174 1,319,174 2.7% 0.8%
SEB-Stiftelsen 1,200,000 1,200,000 2.4% 0.7%

On 16 May 2016 the Board, based on the authorization from the Extraordinary General Meeting held on 10 May 2016, resolved to increase the
Company'’s share capital by way of a preferential rights issue of 2,537,143 Class A and 7,273,924 Class B shares as part of the Offering in this
Prospectus. The change in the share capital has been stated assuming that all shares issued are subscribed for and allotted.

The issue in kind pertains to those shares that will be allotted to Kemfin Holdings Private Ltd and the Minority Seller in connection with the finalisa-
tion of the acquisition of Kemwell AB. The number of shares to be issued will be adjusted based on the USD/SEK exchange rate prevailing on the day
before finalisation of the acquisition. The figures provided in the table are indicative and are based on the USD/SEK exchange rate 8.2325 prevailing
on 16 May 2016. See also “Legal considerations and supplementary information” - “Significant agreements - Acquisition agreements”.

The sellers of Kemwell AB, Kemfin Holdings Private Ltd and the Minority Seller, have undertaken to subscribe for class B Recipharm shares as part of
the Directed Share Issue. See also “Legal considerations and supplementary information” - “Subscription undertakings and intentions to subscribe”.
The figures stated in the table are based on the USD/SEK exchange rate prevailing on 16 May 2016 and will be subject to adjustment in connection
with finalisation of the acquisition.

~
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Share savings schemes

At the Annual General Meetings held in 2014, 2015 and
2016 it was resolved to adopt an introduction of a share
savings scheme for all employees in the Group. In order
to participate in the schemes, participants must use
their own funds to acquire Class B Recipharm shares
(“Savings Shares”) at the Nasdaq Stockholm market
price. Participants who retain their Savings Shares for
approximately three years and approximately 34 months
from the inception of each scheme, respectively, (the
“Savings Period”), and are also employed by the Group
throughout the Savings Period will receive one Class B
Recipharm share free of charge (“Matching Share”) for
each Savings Share at the end of the Savings Period. In
order to participate in the schemes, participants must
use their own funds to acquire savings shares for an
amount not exceeding five percent of each participant’s
fixed annual salary. Participants who are senior execut-
ives or members of subsidiary management groups and
are also entitled to Performance Shares as described
below must use their own funds to acquire Savings
Shares for an amount not exceeding ten percent of the
annual fixed salary.

Some of the Group’s senior executives and members
of local management groups will also receive additional
Class B Recipharm shares (“Performance Shares”), free
of charge, as well as the Matching Shares, provided that
the participant is employed by the Group throughout the
Savings Period and certain performance criteria are met.
The performance criteria require the Recipharm share’s
total return to be positive during the Savings Period and
the outcome of the scheme to be conditional on the size
of the total return compared with certain pre-selected
benchmark companies. Thomas Eldered, the Company’s
present CEO, does not participate in the share sav-
ings schemes. In the 2015 scheme, four members of
senior management are entitled to a maximum of four
Performance Shares for each Savings Share and certain
other senior executives (13-14 individuals) are entitled
to a maximum of two Performance Shares. In the 2016
scheme, the Company’s CEO is entitled to a maximum of
six Performance Shares, other senior executives (includ-
ing CEOs of the subsidiaries) are entitled to a maximum
of four Performance Shares and members of the local
management groups (excluding CEOs of the subsidiaries)
are entitled to one Performance Share for each Savings
Share.

The share savings schemes are expected to cover a
maximum of 260,000 Class B Recipharm shares, corres-
ponding to a dilutive effect of 0.54 percent of the capital
and 0.16 percent of votes after dilution as at the date
of the annual shareholders’ meeting on 28 April 2016.
To cover costs of social security contributions arising in
connection with the schemes, the Company intends to
transfer a maximum of 130,000 of its own Class B shares
on Nasdaq Stockholm at market price.

Costs for the share savings schemes are reported in
accordance with IFRS 2, which means that the right to
receive Matching and Performance Shares is recognised
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as employee benefits expense over the vesting period.
The total cost for the schemes, including social security
contributions, will be distributed over their duration and
is estimated at approximately MSEK 30. Other costs in
the form of fees for external consultation and adminis-
tration services are estimated at approximately MSEK
3.8 over the duration of the schemes.

The Company has, in accordance with the author-
isation granted by the Annual General Meeting 2015,
issued 560,000 Class D shares to enable the sharesave
schemes to be implemented. After the shares were
issued, 60,000 were converted to Class B shares. The
purpose of the issue was to ensure the delivery of
Matching Shares and Performance Shares to participants
in the sharesave scheme and to cover the Company’s
costs of social security contributions that may arise in
connection with the schemes.

The main motive behind the share savings schemes
is to increase opportunities for recruiting and retain-
ing employees in the Group. In addition, ownership
involvement of participants in the scheme is expected to
increase interest in the operations and results, heighten
motivation and increase the feeling of being part of
Recipharm. The two share savings schemes have about
550 participants each, and employees have acquired
about 60,000 Class B shares as of the date of this
Prospectus.

Dividend policy and dividend

Resolutions on dividends are made by the general
meeting of shareholders. Shareholders whose shares
are listed in the share register and who are recorded in
Euroclear’s register of shareholders on the established
record date are entitled to receive a dividend.

The record date for dividend and the dividend pay-
ment date are determined by the general meeting of
shareholders or by the Board after authorisation by
the general meeting. Dividends are normally paid in
cash on a per share basis but may also be paid in other
form. The Annual General Meeting on 28 April 2016
adopted a dividend payment of SEK 1.50 per share for
the financial year 2015. Payments of cash dividends are
made through Euroclear. There are no restrictions on
dividends or special procedures for shareholders resid-
ent outside Sweden.

However, shareholders who are not tax resident in
Sweden are normally liable for Swedish withholding tax.
See also “Tax considerations in Sweden”.

Under Recipharm’s dividend policy, the dividend will
be based on the Group’s earnings growth, taking into
account future development opportunities and the fin-
ancial position. The long-term goal is to distribute 30-50
percent of profit after tax for the previous financial year.
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Board of Directors, Senior Executives and Auditors

BOARD OF DIRECTORS, SENIOR EXECUTIVES
AND AUDITORS

BOARD OF DIRECTORS!

Recipharm’s Board of Directors currently consists

of eight members, including the Chairman and one
employee representative. There is also a deputy
employee representative. All Board members elected
by the general meeting serve until the end of the 2017
Annual General Meeting.

The table below lists the elected Board members, their
position, year of election and whether they are con-
sidered independent of the Company, its management
and major shareholders.

Independent in
relation to the Company

Independent in
relation to the

Name Position Elected and its management major shareholders
Lars Backsell Chairman 1994 No No
Marianne Dicander Alexandersson Board member 2014 Yes Yes
Anders G. Carlberg Board member 1995 Yes Yes
Thomas Eldered Board member 1994 No No
Wenche Rolfsen Board member 2016 Yes Yes
Tony Sandell Board member 1995 Yes Yes
Helena Levander Board member 2016 Yes Yes
Carlos von Bonhorst Board member 2015 Yes Yes

The following presentation of the Board members
includes the year of birth, position, year of election when
they were first selected, higher education, experience,
current assignments, previous assignments in the

last five years and holdings of shares and convertibles

in Recipharm. All shareholdings reported for Board

members are current holdings as of the date of this
Prospectus. The figures include holdings of spouses and
minor children and shares held through companies in
which the individual has a significant ownership interest
and/or significant influence.

! The board of Recipharm is reached on the Company’s address: Lagervagen 7, 136 50 Jordbro.
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Board of Directors, Senior Executives and Auditors

LARS BACKSELL

(born 1952)

Position: Chairman of the Board, elec-
ted in 1994. Chairman of the Remunera-
tion Committee and member of the Audit
Committee.

Education: B.Sc., Stockholm School

of Economics, 1978, and AMP Insead,
France, 1989.

Experience: CEO in Recip AB and Colo-
plast AB, Business Area Manager OTC,
Pharmacia AB, Sales director, Coloplast
A/S Denmark, Controller, Hovas Invest
AB (Vatterledenkoncernen).

Other assignments: Board member,
B&E Participation AB, B&E Invest AB,
Rohirrim AB, Cajelo AB and Cajelo Invest
AB, Deputy Board member, Recip-
harmfastigheter AB, and member of

the Royal Swedish Academy of Engine-
ering Sciences (IVA) and Chairman of
Entreprenérskapsforum.

Previous assignments in the past
five years: Chairman, Backsell Eldered
Holding AB, Board member, BioInvent
International AB, Chairman, IVA's
Naringslivsrdd (Business Community
Council), Board member, Aros Growth
Capital AB, Lund University BioScience
AB, PROBI Aktiebolag and Skarmare
Drifts AB and other directorships in
Group companies.

Holding: 6,342,858 Class A shares,
33,717 Class B shares.

Lars Backsell is not independent in
relation to the Company and its manage-
ment and is not independent of major
shareholders.
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ANDERS G. CARLBERG

(born 1943)

Position: Board member, elected in
1995. Chairman of the Audit Committee.
Education: MBA, Lund University, 1968.
Experience: Group Chief Executive

and CEO, Axel Johnson International AB
1993-2008, former Group Chief Execu-
tive and CEO, Nobel Industrier and 1S
Saba, and former Deputy CEO, SSAB.
Other assignments: Chairman,
Herenco Aktiebolag and Granges AB,
Board member, Beijer Aima AB, AxFast
AB, SWECO AB (publ), Ada Golfintres-
senter AB, Investmentaktiebolaget
Latour, Deputy Board member, Vidya
Performance Consulting AB and owner of
the sole proprietorship Narlunda Séteri.
Previous assignments in the past
five years: Chairman, AxIndustries Ak-
tiebolag and Hoganas Aktiebolag, Board
member, Smilbandsbolaget AB, Erik Pen-
ser Bankaktiebolag, Martin & Servera
Aktiebolag, Emballator AB, Sapa Profiles
Holding AB, Axel Johnson Aktiebolag,
Axel Johansson Inc., Latour Férvaltning
AB, Mekonomen Aktiebolag and SSAB,
and Partner, Fairway Handelsbolag.
Holding: 55,990 Class B shares.

Anders G. Carlberg is independent in
relation to the Company and its man-
agement and is independent of major
shareholders.

CARLOS VON BONHORST

(born 1957)

Position: Board member, elected in
2015.

Education: Doctor of Medicine, Clas-
sical University Lisbon, Portugal, 1981.
Experience: Consultant to boards and
management of Portuguese (JABA,
Lusomedicamenta, Santo, Tecnifar),
Swiss (Helsinn) and Irish (Newport)
companies. Consultant and research
programme evaluator in the field of bio-
medical and health sciences for govern-
ments and agencies: Belgian Federal
and regional Government, Government
of the Walloon region, French National
Research Agency (ANR) and Government
of the Veneto region in Italy. Consul-
tant to international institutions and
non-governmental organisations such as
the European Commission, SwedenBio
(Sweden), Association for Research in
Vision and Ophthalmology (ARVA), USA,
European Vision Summit (Belgium) in re-
search funding. European Commission’s
expert in the fields of life sciences,
health, nanotechnologies and emerging
technologies for the last 20 years. Ow-
ner of a technology transfer office.
Other assignments: Business Deve-
lopment Director, Biofarma, Portugal,
Corporate Development Director, Hel-
sinn, Switzerland, Board directorships in
pharmaceutical, chemical and invest-
ment companies in Ireland, Switzerland
and Belgium.

Previous assignments in the past
five years: Board member of Ligne
Invest, Belgium.

Holding: -

Carlos von Bonhorst is independent in
relation to the Company and its man-
agement and is independent of major
shareholders.
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HELENA LEVANDER

(born 1957)

Position: : Board member, elected in
2016.

Education: M.Sc. (Econ), Stockholm
School of Economics.

Experience: Background with SEB,
Senior Equity Fund Manager, Nordea
Asset Management, CEO, Odin Fonder,
CEO, Neonet Securities AB and founder
and CEO, Nordic Investor Services AB.
Other assignments: Board member,
Hans Andersson Recycling Aktiebolag,
Concordia Maritime Aktiebolag, Stampen
AB, Neurovive AB, Pensare Grande

AB and Medivir AB. Chairman, Nordic
Investor Services Aktiebolag.

Previous assignments in the past
five years: Directorships in companies
in the Stampen Group. Board member,
Aktiebolaget Svensk Exportkredit, Erik
Penser Aktiebolag, Rederi AB Transat-
lantic, Alba Holding AB, Collector Credit
Bank AB, Betting Promotion Sweden AB,
Wiborg Kapitalférvaltning, Erik Penser
Bankaktiebolag, SBAB Bank AB (publ)
and Uniflex AB. CEO, Nordic Investor
Services AB.

Holding: -

Helena Levander is independent in
relation to the Company and its man-
agement and is independent of major
shareholders.
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MARIANNE DICANDER
ALEXANDERSSON

(born 1959)

Position: Board member, elected in
2014.

Education: M.Sc. in Chemical Engineer-
ing, Chalmers Institute of Technology,
Gothenburg, 1983.

Experience: CEO, Global Health Part-
ners AB and Sjatte AP-fonden, Deputy
CEO, Apoteket AB, CEO of Kronans
Droghandel AB and quality management
and market development experience

in several industry sectors, including
automotive, plastics and chemicals and
healthcare logistics.

Other assignments: Chairman and
CEO, MDA Management AB, member of
the Royal Swedish Academy of Engineer-
ing Sciences (IVA) and Board member
and Chairman of the Audit Committee of
Enzymatica AB, Board member of West
Atlantic AB, Board member, Camurus
AB, Board member, Praktikertjanst AB,
Chairman, Sahlgrenska Science Park AB.
Previous assignments in the past
five years: Board member, Mélnlycke
Healthcare AB and other companies in
the MéInlycke Group, Board member,
Castellum AB and West Atlantic AB,
Board member Chalmers University of
Technology, Confederation of Swedish
Enterprise and WHO'’s Uppsala Monitor-
ing Centre, Bariatric and Diabetes Cen-
ter, Ajman AB and Apoteksakademin.
Holding: 4,000 Class B shares.

Marianne Dicander Alexandersson is
independent in relation to the Company
and its management and is independent
of major shareholders.

THOMAS ELDERED

(born 1960)

Position: Board member, elected in
1994, and CEO.

Education: M.Sc. in Industrial and
Management Engineering, Linkdping
Institute of Technology, 1985.
Experience: CEO and Group chief exec-
utive, deputy CEO, Recipharm AB, Vice
President, Recip AB, factory manager,
Pharmacia.

Other assignments: Chairman, B&E
Participation AB, Cobra Biologics Holding
AB, Trimeta LLC and B&E Participation
Inc, Board member, Flerie Participa-
tion AB, Pingvinen Penningplacering
Aktiebolag, SwedenBIO Service AB,
Sweden Bio, B&E Invest AB, Chromafora
AB, Cormorant Pharmaceuticals AB,
Zentricity International AB, Flerie Invest
AB, Zentricity Holding AB, Kahr Medical
Ltd and Provell Pharmaceutical LLC,
Deputy Board member, SymCel Sweden
AB and Empros Pharma AB. In addition,
several assignments as Chairman and
Board member of companies in the
Group.

Previous assignments in the past
five years: Chairman, Empros Pharma
AB and Cobra Biologics AB, Board mem-
ber, Backsell Eldered Holding AB, B&E
Participation AB and Cobra Biologics AB,
In addition, several different assign-
ments as Chairman, Board member

or Deputy Board member in Group
companies.

Holding: 6,342,858 Class A shares,
3,858,690 Class B shares.

Thomas Eldered is not independent in
relation to the Company and its manage-
ment and is not independent of major
shareholders.
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TONY SANDELL

(born 1943)

Position: Board member, elected in
1995. Member of the Audit Committee.
Education: LL.M., Stockholm Univer-
sity, 1969.

Experience: Lawyer. Former Board
member, the Swedish Bar Association,
Chairman, DFA, Delegationen for ad-
vokatférsakringar, Board member LES,
Licensing Executives Society, member of
IBA, the International Bar Association.
Other assignments: Chairman, MFEX
Mutual Funds Exchange AB and Fondab
AB, Board member, Danfo Holding
Aktiebolag, Dafo Aktiebolag and Tony
Sandell AB.

Previous assignments in the past
five years: Board member, Are 2007
AB, the book publishing firm Natur och
Kultur, Swedish Business Development
Aktiebolag and Eriks Brand Aktiebolag,
auditor for Fjallbergsvind economic
association.

Holding: 20,004 Class B shares.

Tony Sandell is independent in relation
to the Company and its management
and is independent of major sharehold-
ers.

Invitation to subscribe for shares in Recipharm AB (publ)

WENCHE ROLFSEN

(born 1952)

Position: Board member, elected in
2016.

Education: Ph.D. from the Pharmaceut-
ical Faculty, Uppsala University.
Experience: Several leading positions
within the pharmaceutical industry. CEO
in Quintiles Scandinavian operations.
Several years’ experience from board
assignments in listed companies as well
as in private and government owned
companies.

Other assignments: Chairman in Index
Pharmaceuticals AB, board member

in Stiftelsen Industrifonden, Swedish
Match AB, Moberg Pharma AB as well

as Sarsia Seed AS and Smartfish AS in
Norway.

Previous assignments in the past
five years: Board member in Swedish
Orphan Biovitrum AB (SOBI), Axis Shield
Plc. (London stock exchange), Aker
Biomarine ASA (Oslo stock exchange),
Apotekens Produktion och Lab AB, Trial
Form Support International AB, and
Aprea AB.

Holding: -

Wenche Rolfsen is independent in
relation to the Company and its man-
agement and is independent of major
shareholders.

Board of Directors, Senior Executives and Auditors
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OLLE CHRISTENSON

(born 1956)

Position: Board member/Employee
representative, elected 1995.
Education: -

Experience: -

Other assignments: -

Previous assignments in the past
five years: Deputy Board member, Q
Information Aktiebolag.

Holding: 2,399 Class B shares.
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GROUP MANAGEMENT

Recipharm’s Group Management consists of 11 individu-
als. The following presentation of members of Group
Management includes the year of birth, position, year
of appointment, education, experience, current assign-
ments, previous assignments in the last five years and

holdings of shares and convertibles in Recipharm. All
shareholdings reported are current holdings as of the
date of this Prospectus. The figures include holdings of
spouses and minor children and shares held through
companies in which the individual has a significant own-
ership interest and/or significant influence.

THOMAS ELDERED

(born 1960)

Position: CEO.

For more information, see under Board
of Directors.

KENTH BERG

(born 1959)

Position: Vice President Business Ma-
nagement.

Employed since: 1997.

Education: Market economist, EFL,
Lund University, 1989.

Experience: Leading marketing posi-
tions at Ivers-Lee and Inpac AB 1988-
1997. Senior management, Recipharm.
Other assignments: Board member,
Inpaci Lund AB. Several directorships
within the Group.

Previous assignments in the past
five years: Board member, Recipharm
Strangnas AB.

Holding: 18,256 Class B shares.
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KJELL JOHANSSON

(born 1956)

Position: President Manufacturing
Services Europe.

Employed since: 2011.

Education: M.Sc., Chemical Enginee-
ring, Lund Institute of Technology, B.Sc.,
Stockholm University, 1987.
Experience: Management consultant
2008-2011, VP Global Supply Chain
2004-2008, VP Manufacturing 1989-
2004, AstraZeneca.

Other assignments: Board mem-
ber, CCS Healthcare Holding AB and
CCS Healthcare Nordic AB. Owner and
Chairman, Castanie AB, and several
directorships within the Group.
Foreign companies: Board member,
NNE Pharmaplan A/S, 2013.

Previous assignments in the past
five years: Chairman, Biotechvalley AB,
Recipharm Héganas AB and Recipharm
Strangnas AB, Board member, CCS
Healthcare AB, and external CEO,
Recipharm Stockholm AB.

Holding: 38,881 Class B shares.

MAGNUS RENCK

(born 1953)

Position: Vice President Operations
Development.

Employed since: 2006.

Education: Engineering degree, 1977.
Experience: Senior management,
Apoteket, 1999-2006.

Other assignments: Several director-
ships within the Group and Chairman,
Recipharm Héganéds AB and Recipharm
Stréangnas AB.

Previous assignments in the past
five years: Board member, Recipharm
Hdganas AB and Recipharm Strangnas
AB.

Holding: 18,530 Class B shares.
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BIJORN WESTBERG

(born 1962)

Position: Executive Vice President,
CFO.

Employed since: 2007.

Education: M.Sc. in Industrial Engine-
ering and Management, Linkdping Insti-
tute of Technology, 1988.

Experience: CFO, Jeeves Informa-
tion System AB, 2001-2006, Finance
Director, North Europe, AstraZeneca,
1999-2001, Controller, Astra Japan,
1996-1999. Various finance positions at
Astra, 1989-1996.

Other assignments: Board mem-

ber and CEO, BTB Consult Aktiebolag,
Deputy Board member, CONEQ Control
Equipment Aktiebolag and partner in
WEBE Design Handelsbolag. In addition,
several different assignments as Board
member and Deputy Board member
within the Group.

Previous assignments in the past
five years: Board member, Cobra
Biologics AB and Deputy Board member,
Cobra Biologics AB.

Holding: 26,604 Class B shares.
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MARK QUICK

(born 1966)

Position: Executive Vice President,
Corporate Development.

Employed since: 2006.

Education: B.Sc. (Hons) in Industrial
Studies, Nottingham Trent University,
1988, MBA, Open University, 2005.
Experience: Head of Business Develop-
ment, Celltech Manufacturing Services,
2000-2006.

Other assignments: Board member of
several companies within the Group.
Previous assignments in the past
five years: -

Holding: 17,885 Class B shares.

Board of Directors, Senior Executives and Auditors

CARL-JOHAN SPAK

(born 1956)

Position: Executive Vice President,
Development & Technology.

Employed since: 2009, previously em-
ployed by the Group 1995-2007.
Education: Dentist, Karolinska Insti-
tutet, 1980, PhD, Karolinska Institutet,
1984.

Experience: Director Nordic Region,
Country Manager Sweden, Meda AB,
2007-2008; CEO, Recip AB and Recip
Ldkemedel AB, 2005-2007; Executive
management, Recip AB, 1997-2008.
Other assignments: Board member,
Empros Pharma AB, Symcel Sverige AB,
Xspray Microparticles AB, Pharmanest
AB, Prokarium Ltd and KAHR Medical Ltd
and Deputy Board member, Cormorant
Pharmaceuticals AB. Board member
within Cobra Biologics. In addition, se-
veral different assignments as Chairman
and Board member within the Group.
Previous assignments in the past
five years: CEO, Empros Pharma AB,
CEO and Deputy Board member, Recip
AB.

Holding: 18,728 Class B shares.
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JONAS LEJONTAND

(born 1978)

Position: Vice President, Human
Resources.

Employed since: 1999.

Education: B.Sc. in human resources
management, Uppsala University, 2004.
Experience: Senior management,
Recipharm.

Other assignments: Directorships
within the Group.

Previous assignments in the past
five years: -

Holding: 2,898 Class B shares.

JEAN-FRANCOIS HILAIRE

(born 1964)

Position: Executive Vice President,
Strategy and Global Integration.
Employed since: 2015.

Education: Doctor of Pharmacy, Univer-
sity of Bordeaux, General Management
programme at CEDEP (Campus INSEAD,
Fontainebleau).

Experience: Director Manufacturing
Network Optimisation, Abbott, Executive
VP, Solvay, VP Germany and Eastern
Europe at Laboratoires Fournier.

Other assignments: -

Previous assignments in the past
five years: -

Holding: 2,732 Class B shares.
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THOMAS BECK

(born 1969)

Position: Vice President, Quality
Management.

Employed since: 2015.

Education: M.Sc. in Chemical Engineer-
ing, Royal Institute of Technology, Ac-
creditation as Qualified Person, Uppsala
University.

Experience: Director QA/QC, Qual-
ified Person Recipharm Stockholm
2010-2015, Associate Director QA,
AstraZeneca R&D 2006-2010, Director
QA, AstraZeneca Sweden Operations
2004-2006, positions in Engineering,
Manufacturing and Development at
Pharmacia and AstraZeneca 1996-2004.
Other assignments: Chairman, De-
partment of Quality Assurance, Swedish
Pharmaceutical Society.

Previous assignments in the past
five years: -

Holding: 103 Class B shares

OTHER INFORMATION
ABOUT THE BOARD AND
SENIOR EXECUTIVES

No Board member or senior exec-
utive has a family relationship with
another Board member or senior
executive within Recipharm.

No Board member or senior
executive has, during the past five
years, (i) been a representative
of any company, apart from the
positions listed above for each
Board member and senior execut-
ive, (ii) been convicted of fraudulent
offences, (iii) been a representat-
ive of a company that has filed for
bankruptcy or gone into liquidation,
(iv) been subject to any official pub-
lic incrimination and/or sanctions by
statutory or regulatory authorities
(including designated professional
bodies) or been disqualified by a
court from acting as a member of
the administrative, management or
supervisory bodies of an issuer or

ERIK HAEFFLER

(born 1967)

Position: Vice President, Manufacturing
Services and Head of CSR.

Employed since: 2015.

Education: B.A. in Communication
Studies, Stockholm University 1992.
Experience: EVP Supply Chain &
Manufacturing 2009-2014, Meda AB,
several senior roles in Supply Chain &
Manufacturing, Astra and AstraZeneca,
1992-2009.

Other assignments: Several Board
assignments as Chairman and Board
member within the Group. Owner and
chairman of the Board of Conveija AB.
Previous assignments in the past
five years: -

Holding: 1,000 Class B shares.

from acting in the management or
conduct of the affairs of any issuer.
There are no conflicts of interest
that would involve the private
interests of a Board member or
senior executive conflicting with
the Company’s interests. No Board
member or senior executive has
been elected or appointed as a
result of a special agreement with
major shareholders, customers,
suppliers or other parties.

AUDITORS

At the 2016 Annual General
Meeting, the auditing company
Ernst & Young AB was elected aud-
itor for the period until the end of
the next Annual General Meeting.
Jennifer Rock-Baley was appointed
chief auditor.

Invitation to subscribe for shares in Recipharm AB (publ)
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CORPORATE GOVERNANCE

SWEDISH CORPORATE GOVERNANCE CODE
The Swedish Corporate Governance Code (the “Code”)
must be applied by all companies whose shares are
listed on a regulated market such as Nasdaqg Stockholm.
The Code is based on the “comply or explain” principle,
which means that a company that applies the Code

may deviate from its provisions provided any deviation
can be explained in a satisfactory manner. Recipharm
applies the Code and does not intend to deviate from the
Code in any respect.

GENERAL MEETING OF SHAREHOLDERS

The right of shareholders to make decisions in the affairs
of Recipharm is exercised at the general meeting of
shareholders (Annual General Meeting or Extraordinary
General Meeting), which is Recipharm’s highest
decision-making body. The Annual General Meeting will
be held annually before the end of June. Extraordinary
general meetings are held when necessary. The general
meeting makes decisions on a number of matters,
including the adoption of the income statement and bal-
ance sheet, allocation of Recipharm’s profit or loss, dis-
charge from liability towards the company for the Board
of directors and the CEO, composition of the Nomination
Committee and the election of Board members (includ-
ing the Chairman) and auditors.

Notices of Annual General Meetings and Extraordinary
General Meetings dealing with an amendment of the
Articles of Association shall be issued no earlier than six
weeks and no later than four weeks before the gen-
eral meeting. Notices of other Extraordinary General
Meetings shall be issued no earlier than six weeks and
no later than three weeks before the meeting. The
notice shall be published in Post- och Inrikes Tidningar
and on the Company’s website. The release of the notice
shall be announced in Svenska Dagbladet at the same
time. Shareholders will be entitled to attend the meeting
if they are listed in the register of shareholders main-
tained by Euroclear on the fifth day before the meeting
and have notified the Company of their intention to
attend the meeting no later than the date indicated in
the notice. This date may not be a Saturday, Sunday,
public holiday, Midsummer’s Eve, Christmas Eve or New
Year’s Eve and may not be earlier than the fifth work-
ing day before the meeting. Shareholders may attend
the meeting in person or be represented by proxy and
may also be assisted by a maximum of two people.
Shareholders usually have the opportunity to provide
notification of their intention to attend the general meet-
ing in several different ways, in accordance with the
instructions in the notice.

Shareholders wishing to have a matter considered
at the meeting must submit a written request to the
Company’s Board of Directors. Such requests shall

normally be received by the Board no later than seven
weeks before the meeting.

NOMINATION COMMITTEE

Under the Code, Recipharm is required to have a
Nomination Committee, whose tasks will include
preparing and presenting proposals for the election of
Board members, the Chairman of the Board, a person
to chair the meeting and the auditors. The Nomination
Committee’s tasks also include proposing fees to be
paid to Board members, Board committees members
and auditors. The Annual General Meeting held on 7 May
2015 decided to establish principles for the appointment
of the Nomination Committee. The principles require a
Nomination Committee to be formed after the Chairman
of the Board identifies, immediately after the last busi-
ness day of September, the three largest shareholders
in the Company (in terms of votes), each of whom is
then entitled to appoint a member to the Nomination
Committee. If any of the three largest shareholders
waive their right to appoint a member to the Nomination
Committee, the next largest shareholder is asked to
appoint a member. These three owner representatives,
together with the Chairman of the Board, form the
Nomination Committee.!

BOARD OF DIRECTORS
The Board of Directors is the Company’s second-
highest decision-making body, after the Annual General
Meeting. The Board of Directors is responsible for the
organisation and management of the Company’s affairs,
which includes establishing goals and strategy, ensur-
ing procedures and systems for monitoring the stated
objectives, continuously assessing the Company’s
financial position and evaluating operational manage-
ment. The Board is also responsible for ensuring that
correct information is communicated to the Company’s
stakeholders, that the Company complies with laws
and regulations, and that internal policies and ethical
guidelines are established and implemented by the
Company. The Board also appoints Recipharm’s CEO and
determines his salary and other remuneration based on
the guidelines adopted at the general meeting.

The Board’s tasks during the 2015 financial year
included regular consideration and evaluation of stra-
tegic options and acquisition opportunities.

Composition and independence of the Board
Board members elected by the Annual General Meeting
are elected annually at the Annual General Meeting

for the period until the next Annual General Meeting.
According to the Articles of Association, the Board shall
consist of no fewer than three (3) and no more than

t If major changes in ownership occur after the Nomination Committee is composed, the composition can be adjusted, according to the detailed condi-
tions imposed by the principles for appointing the Nomination Committee and instructions for the Nomination Committee of Recipharm AB (publ).

Invitation to subscribe for shares in Recipharm AB (publ)
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eight (8) ordinary Annual General Meeting elected Board
members elected, without deputies. The Code requires
a majority of Annual General Meeting elected Board
members to be independent of the Company and its
management. A Board member’s independence is to

be determined by a general assessment of all factors
that may give cause to question the individual’s inde-
pendence and integrity with regard to the Company or
its management, such as whether the individual has
recently been employed by Recipharm or a related
company. In addition, the Code stipulates that at least
two of the Board members who are independent of the
Company and its management must also be independ-
ent of the Company’s major shareholders. The extent
of the Board member’s direct or indirect relationships
with the Company’s major shareholders shall be taken
into account when assessing independence. The Code
defines a major shareholder as a shareholder directly or
indirectly controlling at least ten percent of the shares
or votes in a company. Board members and their inde-
pendence are presented in more detail under the section
“Board of Directors, senior executives and auditors”.

Chairman of the Board

The Chairman of the Board is responsible for ensuring
that the work of the Board is conducted efficiently and
that the Board fulfils its obligations. The Chairman shall
organise and lead the work of the Board, in order to cre-
ate the best possible conditions for the Board’s activit-
ies. The Chairman shall ensure that new Board members
receive the necessary introductory training and any
other training the Chairman and new board member
agree is appropriate, ensure that the Board regularly
updates and develops its knowledge about the Company,
ensure that the Board receives sufficient information
and support documentation to enable it to conduct its
work, draw up proposed agendas for the Board’s meet-
ings in consultation with the CEO, verify that the Board'’s
decisions are implemented, and ensure that the work of
the Board is evaluated annually.

The Chairman is responsible for contacts with share-
holders regarding ownership issues and for communic-
ating shareholders’ views to the Board. The Chairman
does not participate in operational work within the
Company. The Chairman is not part of the Company’s
management group.

The Board’s procedures
The work of the Board is regulated by the Swedish
Companies Act (Sw. aktiebolagslagen), the Articles of
Association and the Code. The Board’s work is also reg-
ulated by written rules of procedure, which are annually
reviewed by the Board and adopted at its constituent
Board meeting. The rules of procedure regulate the
Board’s working methods and duties, decision-making
within the Company, the Board’s agenda, the Chairman’s
duties and an appropriate division of duties between the
Board and the CEO. Instructions on financial reporting
and instructions to the CEO are also adopted at the con-
stituent Board meeting.

The Board’s work is also conducted on the basis of an
annual presentation plan that provides the Board with
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the information it needs. The Board’s control issues are
dealt with by the Board in its entirety. The Chairman and
CEO maintain a regular dialogue about the management
of the Company in addition to the Board meetings.

The Board meets according to a predetermined annual
timetable. At least six scheduled meetings shall be held
between each Annual General Meeting. Additional meet-
ings may be arranged for the consideration of matters
that cannot be brought before any of the scheduled
meetings. In the 2015 financial year, the Board held 16
meetings, which were all minuted.

The Board is responsible for the Group’s organisation
and management of its affairs, defining the Group’s
overall objectives, developing and monitoring the overall
strategies, decisions on major acquisitions, disposals
and investments, decisions about contingent financial
investments and loans in accordance with the financial
policy, regular monitoring of operations, adoption of
quarterly and annual reports and ongoing evaluation of
the CEO and other members of Group management. The
Board is also responsible for ensuring quality of financial
reporting, including systems for monitoring and internal
control over Recipharm’s financial reporting and finan-
cial position (see “Internal Control” below). The Board
shall also ensure that Recipharm’s external information
disclosure is characterised by openness and is accur-
ate, relevant and clear. The Board is also responsible
for establishing necessary guidelines and other policy
documents, such as the communications policy and the
insider policy.

The CEO and management
The role of CEO is subordinate to the Board and the
CEOQO’s main responsibility is the day-to-day manage-
ment of the Company and its operations. The Board’s
rules of procedure and the CEQ’s instructions define the
decisions for which the Board is responsible and those
that are the responsibility of the CEO. The CEO also pro-
duces reports and the necessary support material prior
to Board meetings and presents the material at Board
meetings.

In addition to the CEO, Recipharm has ten senior
executives; see the section “Board of Directors, senior
executives and auditors”.

REMUNERATION OF THE BOARD AND SENIOR
EXECUTIVES

Remuneration of the Board

Fees and other remuneration of the Board are resolved
on by the Annual General Meeting. The Annual General
Meeting held on 28 April 2016 resolved on total Board
fees of KSEK 1,760, distributed as follows: KSEK 400
for the Chairman and KSEK 200 for each non-execut-
ive board member. The meeting adopted fees of KSEK
60 for Chairman of the Audit Committee and KSEK

35 for each of the other committee members. The
Remuneration Committee’s fees were set at KSEK 30
for the Chairman and KSEK 20 for the other members.
The CEO did not receive any Board fees in addition to his
salary during 2015. Board fees of KSEK 200 were paid
to each of the three non-executive board members and
KSEK 400 to the Chairman in 2015.
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Guidelines for remuneration of and other terms of
employment for senior executives

Guidelines for remuneration of and other terms of
employment for senior executives were adopted at

the Annual General Meeting held on 28 April 2016. The
remuneration policy defines other senior executives

as those who, together with the CEO, constitute Group
management as well as the CEO or equivalent in sub-
sidiaries. The guidelines state that remuneration may
consist of basic salary, variable compensation, other
benefits and a pension. The senior executive and the
Company shall have a mutual termination notice period
of six months, unless otherwise stated in a collective
bargaining agreement.

In addition to salary, the CEO and other senior exec-
utives may receive an annual bonus. This bonus may
amount to a maximum of 40 percent of basic salary, but
generally corresponds to a maximum of 17-20 percent of
basic salary.

Recipharm has both defined-benefit and defined-con-
tribution pension plans. The pension cost refers to the
cost that has an impact on the Company’s earnings. The
pension premium for the CEO is 35 percent of the pen-
sionable salary. The Company’s senior executives, with
the exception of CEO’s of subsidiaries, two members
of Group management and the CEO of the Company,
are covered by the ITP plan. If the pension premium
for senior executives other than the CEO is a separate
premium, this may amount to a maximum of 35 percent
of the pensionable salary. The pensionable salary is the
gross salary.

Senior executives are entitled to termination benefits
of up to six months’ salary, in addition to salary during
the notice period.

Senior executives resident outside Sweden may
receive other remuneration or benefits that are compet-
itive in the country of residence, preferably equivalent to
those of other senior executives resident in Sweden.

Remuneration of senior executives

A total of SEK 4.8 million in variable compensation was
paid to the Company’s senior executives in 2015. Total
gross remuneration paid to the CEO and Group manage-
ment in 2015, including basic salary, variable compens-
ation, pension payments and car insurance and health
insurance benefits, was SEK 44.1 million. The CEO’s
remuneration was SEK 2.3 million.

The Board’s committees

The Board has established two committees, the Audit
Committee and the Remuneration Committee. Both of
the committees work according to the Board’s adopted
instructions.

Audit Committee

At the Board meeting held on 4 February 2014, it was
decided to establish an Audit Committee. The Audit
Committee’s main tasks are to monitor Recipharm’s
financial reporting and the efficiency of its internal
controls, internal audit and risk management, keep
informed about the auditing of the annual accounts
and consolidated financial statements, and review and
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monitor the impartiality and independence of the aud-
itor, paying particular attention to whether the auditor
performs services other than audit engagements for
Recipharm. The Audit Committee will also assist the
Nomination Committee with proposals to the Annual
General Meeting regarding the election of auditors.
The Committee has regular contact with Recipharm’s
auditors. The Board has appointed Anders G. Carlberg
as Chairman of the Committee and Tony Sandell, Helena
Levander and Lars Backsell as members. The Board
considers that the requirement for at least one mem-
ber to be independent and have accounting or auditing
expertise has been met.

Remuneration Committee

At the Board meeting held on 4 February 2014, it was
decided to establish a Remuneration Committee. The
Remuneration Committee’s main tasks are to prepare
the Board’s decisions on matters concerning principles
for remuneration, remuneration and other terms of
employment for the CEO and other senior executives,
and to monitor and evaluate their programmes for vari-
able compensation, both ongoing and those that have
ended during the year. The Committee shall also monitor
and evaluate the application of the guidelines for remu-
neration of senior executives adopted at the Annual
General Meeting, as well as the current remuneration
structures and levels in the Company. The Board has
appointed Lars Backsell as Chairman of the Committee
and Marianne Dicander Alexandersson as member.

Audit

The Company’s auditors examine the annual accounts
and annual report and the Company’s current oper-
ations and procedures, to enable them to express an
opinion on the financial statements and the manage-
ment of the Company by the Board and the CEO. The
auditors submit an audit report to the Annual General
Meeting at the end of each financial year. Each year, the
Company’s auditors report in person to the Board on
their observations from the audit and their assessment
of the Company’s internal control. At the 2016 Annual
General Meeting, the auditing company Ernst & Young
AB was elected auditor for the period until the end of the
next Annual General Meeting. Jennifer Rock-Baley was
appointed chief auditor. Jennifer Rock-Baley is a member
of FAR. The historical information in this prospectus has
been audited by Ernst & Young AB with Michael Forss as
chief auditor. At the 2016 Annual General Meeting, it was
decided that the auditor’s remuneration would be paid
on approved account. Total audit fees for 2015 amoun-
ted to SEK 5.6 million, with SEK 4.9 million paid to Ernst
& Young for the entire Group. Fees paid to the auditors
in addition to audit fees amounted to SEK 0.7 million.

Internal control

The Board’s responsibility for internal control is regu-
lated by the Swedish Companies Act (Sw. aktiebolags-
lagen (2005:551)), the Swedish Annual Accounts Act
(Sw. &rsredovisningslagen (1995:1554)), which requires
information about the main features of Recipharm’s sys-
tems for internal control and risk management in con-
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nection with financial reporting each year to be included
in the corporate governance report, and the Code. The
Board shall ensure that Recipharm has sound internal
control and formalised routines for ensuring compliance
with established principles for financial reporting and
internal control.

The framework for Recipharm’s internal control com-
prises the company’s Global Policy, which deals with
goals, leadership philosophy, the Board’s procedures,
responsibilities and authority, attestation, quality and
environment, and the Company’s other policies.

Recipharm’s Board of Directors is responsible for
ensuring that there are effective systems for monitor-
ing and control of the Company’s operations, including
risk management, and that the Company complies with
laws and other regulations that apply to its activities.
The Board is also responsible for the Company’s internal
control of financial reporting. The purpose of internal
control over financial reporting is to ensure that internal
and external reporting is accurate and relevant, and that
it is prepared in accordance with the law and applic-
able financial reporting standards and other reporting
requirements.

In addition, internal control over financial report-
ing may, for example, focus on efficient and reliable
processing of invoices to customers, customer credit,
exchange rates and investments. Annual internal
and external quality audits are conducted within the
Company. The Board will annually evaluate the need to
establish a special internal audit function.
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LEGAL CONSIDERATIONS AND SUPPLEMENTARY INFORMATION

LIST OF RECIPHARM'S DIRECT AND INDIRECT HOLDINGS OF SHARES IN SUBSIDIARIES

Company

Corp. ID

Sweden

Recipharm Hégands AB

Recipharm Karlskoga AB
Recipharm Karlskoga Fastighets AB
Recipharm OT Chemistry AB
Recipharm Pharmaceutical Development AB
Recipharm Stockholm AB
Recipharm Stréangnds AB
Recipharm Strangnds Fastighets AB
Recipharm Venture Fund AB

RPH Iberia AB

RPH Pharmaceuticals AB

France

Kaysersberg Pharmaceuticals S.A.S.
Recipharm Fontaine S.A.S.
Recipharm Monts S.A.S.

Recipharm Participations S.A.S.
Recipharm Pessac S.A.S.

India
Nitin Lifesciences Limited
Recipharm Holding India Private Ltd.

Israel
OnTarget Chemistry Israel Ltd.

Italy

Biologici Italia Laboratories S.r.l.
Edmond Pharma S.r.l.

LIO Immobiliare S.r.I.

Liosintex S.r.l.

Mitim S.r.l.

Pharmnew S.r.l.

Recipharm Italia S.p.A.

Netherlands
Recipharm Participation B.V.

Portugal
Davi II Farmacéutica S.A.

Lusomedicamenta - Sociedade Técnica Farmacéutica S.A.

Switzerland

Recipharm AG (dormant)

Spain

Recipharm Parets S.L.U.

United Kingdom

Recipharm Holdings Ltd.

Recipharm Ltd.

Recipharm Properties Ltd.

Recipharm Steriles Limited (in Administration)

Germany

Recipharm Verwaltungs GmbH
Wasserburger Arzneimittelwerk GmbH
USA

Recipharm Inc.

556666-2606
556662-4366
556657-8315
556761-5439

556825-0095
556666-8249
556666-8231
556885-6842
556666-2697
556805-3234
556731-7226

813 689 213
509 186 169
399 226 950
498 592 757
807 679 386

U73100HP2005PLC28049
U7499HP2016FTC001175

515254944

MI-1353528
MI-780447
MI-1946501
MI-869792
BS 299186
MI-1924498
MI-1879857

855609254

508309450
507150473

CH-270.3.010.655-3

B-65376055

8174911
8174784
8174915
06360398

HRB 20239
HRB 5875

74-3061963

All subsidiaries are wholly-owned by Recipharm, whith exception for Nitin Lifesciences Ltd. which is owned by 74 percent.

Invitation to subscribe for shares in Recipharm AB (publ)

/103 /
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JOINT VENTURE
The Group holds 50 percent of the shares in S.V.S.
Portugal and Inject Pharma AB.

ASSOCIATED COMPANY
The Group holds 25 percent of the shares in
Pharmanest AB.

COMPANY INFORMATION AND LEGAL
STRUCTURE

General Company and Group information

The name of the Company (also its business name) is
Recipharm AB (publ), company registration number
556498-8425. The registered office is in Haninge muni-
cipality and the general meeting may also be held in
Stockholm. The Company was founded on 2 November
1994 and was registered with the Swedish Patent and
Registration Office (Sw. Patent- och registreringsver-
ket) (now the Swedish Companies Registration Office
(Sw. Bolagsverket)) on 25 November 1994. Recipharm
is a public limited company governed by the Swedish
Companies Act (Sw. aktiebolagslagen (2005:551)).
Shareholders’ rights associated with ownership of
shares may only be changed in accordance with defined
regulations. The object of the Company’s operations

is to conduct environmentally-aware development,
manufacture and sale of pharmaceuticals, naturopathic
preparations, herbals, nutritional supplements, med-
ical devices, related services and associated activities.
Recipharm is the Parent Company of 38 subsidiaries.
The Company has two branches, one in the UK and one
in Norway.

SIGNIFICANT AGREEMENTS

Customer agreements

In terms of the Group’s sales, a relatively small num-
ber of customers account for a significant proportion

of Recipharm’s revenue. Major customers for the 2015
financial year include Abbott, AstraZeneca, Hospira and
Takeda.

Contractual relationships with customers are typically
based on overall framework agreements with the relev-
ant Group company, in accordance with relatively general
international sector practice, which is adapted to the
specific situation. The framework agreements contain
product appendices with specifications for the products,
which allow flexibility when the agreements are updated.
The framework agreements include general provisions
on general production commitments, forecasts, orders,
deliveries, payment terms, product care, liability and
contract duration etc., while the product appendices
contain specific provisions on the actual products. Each
agreement also has one or more quality control agree-
ments. The agreements often have exclusivity conditions
and their duration may vary between one and up to five
years, with the customary termination and extension
conditions. The duration of the agreements and exclus-
ivity conditions (if relevant) allow some predictability
with regard to the production volume, even though the
agreements does not contain any volume commitments.
Some agreements entitle the other party to terminate
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the agreement in the event of a change in ownership that
results in a change of control of the Company.

Supplier agreements

The Group’s needs for raw materials and supplies are
met through a large number of suppliers. The agree-
ments are entered into either by the Company for
delivery to all companies within the Group or directly by
a particular Group company for its individual needs. If
written agreements are entered into, they are generally
based on the Group’s standard agreement and general
conditions of purchase.

Acquisition agreements

On 18 August 2014, Recipharm signed an agree-

ment for the acquisition of the Milan-based Corvette
Pharmaceutical Services Group (consisting of Corvette
Group S.p.A. and Lio Immobiliare S.r.l.). Corvette
Pharmaceutical Services Group has three production
facilities in the Milan region of northern Italy.

The facilities have specialised in different techno-
logies and business areas. Corvette Pharmaceutical
Services Group has about 265 employees and over 100
customers, including major pharmaceutical companies,
medium-sized specialty pharmaceutical companies and
international generic companies. The purchase consider-
ation paid to the sellers of the Corvette Pharmaceutical
Services Group shares consisted of a cash consideration
and a convertible bond in Recipharm. The convertible
bond has a nominal value of EUR 50 million and a con-
verting course of SEK 91.10. On 29 January 2015 and 11
February 2015 the convertible bond was converted to
5,030,543 Class B shares.

On 13 November 2014, Recipharm signed an agree-
ment to acquire all shares in the Lisbon-based CDMO
Lusomedicamenta, Sociedade Técnica Farmacéutica,
S.A. Lusomedicamenta Sociedade Técnica Farmacéutica
S.A. is primarily a CDMO specialising in the development
and manufacture of solid, liquid and semi-solid dosage
forms and sterile ophthalmic products. Operations are
conducted from two facilities near Lisbon, and the com-
pany has made significant investments in the production
of effervescent tablets, with a new dedicated facility for
this. The company also focuses on new products and
takes responsibility for managing the entire process
from product development to the registration dossier.
Lusomedicamenta Sociedade Técnica Farmacéutica,
S.A. has about 340 employees and produces more
than 150 formulations, supplying over 600 stocks with
exports to some 45 countries around the world. The
purchase consideration paid to the sellers of the shares
in Lusomedicamenta Sociedade Técnica Farmacéutica
S.A. consisted of a cash consideration and 3,500,000
new issued Class B Recipharm shares. Lusomedicamenta
Sociedade Técnica Farmacéutica S.A’s sellers have
undertaken not to sell or otherwise distribute or transfer
1,181,193 Class B shares during a lock-up period from
the agreement date until 13 November 2016 (two years
after the agreement date).

On 27 November 2014, Recipharm completed the
acquisition of the Flamel Technologies S.A. develop-
ment and production facility in Pessac, France. The
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acquisition means that Recipharm has significantly
expanded its pharmaceutical development capacity and
technical resources, and is able to offer its customers

in France and other countries easier access to develop-
ment services. Recipharm will also offer development
and manufacturing support to Flamel Technologies S.A.
under a long-term service agreement. This new collabor-
ation gives Flamel Technologies S.A. continuing access to
development and manufacturing resources in Pessac and
use of Recipharm'’s other facilities for the development
or manufacture of its product candidates. Recipharm will
also take over development and production agreements
with other companies and an agreement providing roy-
alty revenue. The purchase consideration for the assets
was MEUR 10.6 plus working capital.

On 15 June 2015, Recipharm acquired all the shares
in OT Chemistry AB (presently Recipharm OT Chemistry
AB). The company is active in synthesis and analysis
services for the pharmaceutical sector. The acquisition
will broaden the Group’s capacity in pharmaceutical
development, expand the customer base and provide
certain geographic expansion. The acquisition means
that Recipharm reaches customers at an earlier stage
of the process than previously, with the potential for
involvement in subsequent stages within the Group.

In addition, the synthesis capacity has value for the
GMP development of APIs in one of the Group’s Italian
subsidiaries. The total consideration was SEK 15.1 mil-
lion, SEK 7.6 million of which was paid in cash and SEK 7.6
million in 45,838 new issued Class B Recipharm shares.

On 31 December 2015, Recipharm acquired all the
shares in Kaysersberg Pharmaceuticals S.A.S., situated
in the Alsace region of France. The company specialises
in the manufacture of ophthalmic products using Blow-
Fill-Seal/Form-Fill-Seal technology. In connection with
the acquisition, the Company signed a long-term man-
ufacturing agreement with the vendor Alcon, a Novartis
group company, with annual sales in excess of MEUR
36 and a margin well in line with the Group’s average.
The acquisition and cooperation agreement also provide
potential synergies with Recipharm’s other three facil-
ities in France. The total consideration was SEK 139.1
million in cash. SEK 123.3 million of the consideration
was paid on the acquisition date and SEK 15.8 million in
January 2016.

On 24 February 2016, Recipharm acquired all the
shares in the company Mitim S.r.l., an Italian contract
manufacturer of pharmaceuticals and is based in Brescia
in northern Italy. The product portfolio includes beta
lactams in dry sterile powder for injectable solutions,
tablets and oral suspensions. Other products include
injectable sterile solutions, oral solids and liquids and
semi-solid formulations. Mitim S.r.l.’s shares were
acquired by Recipharm'’s Italian subsidiary Recipharm
Italia S.p.A. The acquisition was valued at EUR 68 million
on a cash and debt-free basis, corresponding to about 8
times pro forma EBITDA for 2015. The acquisition was
paid for using available funds. Also, the sellers subscribed
for a new issue of 1,039,724 Class B Recipharm shares
at a value of EUR 14 million. The shares are subject to a
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12-month lock-up.

On 11 April 2016, Recipharm acquired 74 percent of
the shares in the Indian CDMO Nitin Lifesciences Ltd.
from the founding Sobti family, for a consideration of
INR 6,713 million (corresponding to SEK 824 million)?
before adjustments for debt and cash and cash equi-
valents at the time of the acquisition. In addition to the
main transaction the parties also entered into an option
arrangement entitling Recipharm to acquire the remain-
ing 26 percent.

On 18 April 2016, Recipharm announced that it had
entered into two separate agreements to acquire phar-
maceutical CDMO operations from Kemwell.

The first acquisition comprises Cirrus Pharmaceuticals
Inc. with operations in the US, with services including
development of inhalation, liquid, semi-solid, solid and
parenteral products with emphasis on early formula-
tion work as well as development of analytical methods
and testing, and Kemwell AB in Sweden, with services
primarily including manufacturing of APIs, solids and
semi-solid formulations. The sellers are Kemfin Holdings
Private Ltd, and the Minority Seller. The acquisition of
Kemwell AB and Cirrus Pharmaceuticals Inc. is expec-
ted to be finalised before the end of the second quarter
2016. The acquisition is subject to review by the Swedish
Competition Authority and to third-party confirmation
regarding certain undertakings. The condition con-
cerning review by the Swedish Competition Authority
has been fulfilled. As at the date of this Prospectus, the
condition relating to third-party confirmation of certain
undertakings has not yet been fulfilled. If this condi-
tion has not been met by 30 June 2016, or such later
date agreed by the parties, the acquisition agreement
will lapse entailing that the acquisition of Kemwell AB
and Cirrus Pharmaceuticals Inc. will not take place.
Recipharm however has the right to waive the relevant
condition and to thereby procure that the acquisitions
are made. The consideration for Cirrus Pharmaceuticals
Inc. and Kemwell AB is approximately USD 85 million
(approximately SEK 698 million)2 on a cash and debt
free basis, of which USD 55 million will be paid through
newly issued Class B shares issued directly to the sellers
(the “Payment In-Kind Share Issue”). The subscrip-
tion price in the Payment In-Kind Share Issue is SEK
145.06 per share, calculated on the basis of volume-
weighted average paid price during (i) the immediately
preceding 20 days of trading prior to the date upon
which the acquisition agreement was signed and (ii)
the immediately preceding 20 days of trading prior to
the date of the Extraordinary General Meeting on 10
May 2016, adjusted for the shares that do not qualify
for the dividend of SEK 1.50 proposed at the Annual
General Meeting on 28 April 2016 regarding the 2015
financial year. The number of shares to be issued in the
issue in kind will also be determined by the USD/SEK
exchange rate prevailing on the day before finalisation
of the acquisition. Based on the USD/SEK exchange
rate as of 16 May 20162, the number of shares in the
Payment In-Kind Share Issue amounts to 3,121,429
shares. The number of shares in the Payment In-Kind

! INR/SEK exchange rate of 0.13.
2 USD/SEK exchange rate 8.2325.
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Share Issue will hence be subject to adjustment and

in this Prospectus, the USD/SEK exchange rate as of

16 May 2016 has been used to estimate the number of
shares Payment In-Kind Share Issue in order to be able
to calculate inter alia dilution. Further, the number of
shares in the Payment In-Kind Share Issue will be relev-
ant to determine the number of shares in the Directed
Share Issue (please refer to “Subscription undertakings
and intentions to subscribe” later in this section). For
instance, if the USD increases in value relative to SEK,
this will mean that the number of share in the Payment
In-Kind Share Issue and the Directed Share Issue will
increase. The sellers of Kemwell AB have undertaken
to subscribe for class B Recipharm shares totalling
approximately SEK 51 million within the framework of
the Directed Share Issue.

The second acquisition comprises Kemwell Biopharma
Private Ltd’s pharmaceutical operations in India which
will be transferred to Dagny Pharma Limited in connec-
tion with the closing of the transaction. The operations
include both development services as well as commer-
cial manufacturing of solid, semi-solid, liquid and topical
dose products. The customers are located in India as
well as in Europe and the US. The seller is the Bagaria!
family including affiliated parties. The consideration for
the Indian business is USD 120 million (approximately
SEK 988 million)? and shall be paid in cash. Completion
of the acquisition of the Indian business is conditional
on governmental approvals, including approval from the
Indian authority Foreign Investment Promotion Board
(FIPB), and expected to close before the end of 2016.

Loan agreements

The Company currently has two credit facilities, totalling
MSEK 3,000, with a bank syndicate consisting of DNB,
Handelsbanken and Swedbank according to a loan
agreement originally dated on 19 September 2014. The
credits consist of a revolving credit facility of MSEK
1,500 that was granted on 19 September 2014 and runs
to 2019 and a credit facility of MSEK 1,500 that was
granted on 3 July 2015 and runs to 2020.

Per 31 March 2016, both credit facilities were fully
utilised. The loan agreement is inter alia subject to the
fulfilment of certain customary covenants regarding net
debt/earnings before depreciation and interest cov-
erage. If these conditions are not met, the banks may
require renegotiation, and the loan may be terminated
prematurely.

The Company has entered into limited guarantees in
favour of some of the subsidiaries’ obligations in respect
of loans, leases and certain commercial agreements.

Transactions with related parties

Apart from the related-party transactions described
below, Recipharm has not been involved in any transac-
tions with related parties in the period covered by the
financial information in this Prospectus.

Related-party transactions
Parent Company and Group

Related party Related-party relationship

B&E Participation AB Indirect ownership by Lars Backsell and
Thomas Eldered.

Cobra Biologics Ltd.  Indirect principal ownership by
Thomas Eldered.

Indirect principal ownership by
Thomas Eldered.

Prokarium Ltd.

Empros Pharma AB Indirect principal ownership by
Thomas Eldered.

Joint venture, Carl-Johan Spak
- Board member.

Associated company, Carl-Johan Spak
- Board member.

Inject Pharma AB

Pharmanest AB

S.V.S. Portugal Joint venture.

Business agreements with related parties
2015
Recipharm Pharmaceutical Development AB and
Recipharm Pessac S.A.S. have sold development ser-
vices to Empros Pharma AB during the year.
Recipharm Pharmaceutical Development AB has sold
development services to Pharmanest AB and Inject
Pharma AB during the year.
Recipharm Karlskoga AB has sold development ser-
vices to Pharmanest AB during the year.
Lusomedicamenta Sociedade Técnica Farmacéutica
S.A. has sold development services to S.V.S. Portugal
and purchased development services from S.V.S.
Portugal during the year.

2014

Recipharm Pharmaceutical Development AB has sold
development services to Empros Pharma AB during the
year.

2013
Recipharm Ltd. has sold administrative services to Cobra
Biologics Ltd. during the year.

Other transactions with related parties

2015

Recipharm AB (publ) has sold administrative services to
B&E Participation AB during the year.

2014
Recipharm AB (publ) has sold administrative services to
B&E Participation AB during the year.

2013

Recipharm AB (publ) has sold administrative services

to B&E Participation AB and Prokarium Ltd. during the
year. Recipharm AB (publ) also purchased administrative
services from B&E Participation AB in 2013.

t Kemfin Holdings Private Ltd. and the Bagaria family are affiliated to each other.

2 USD/SEK exchange rate of 8.2325.
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Group

Type of service

Operating income
B&E Participation AB
Empros Pharma AB
Pharmanest AB
Inject Pharma AB
S.V.S. Portugal
Cobra Biologics Ltd.
Prokarium Ltd.

Operating expenses
S.V.S. Portugal
B&E Participation AB

Trade receivables
B&E Participation AB
Empros Pharma AB
Inject Pharma AB
S.V.S. Portugal
Cobra Biologics Ltd.
Prokarium Ltd.

Trade payables
S.V.S. Portugal
B&E Participation AB

Administrative services
Development services
Development services
Development services
Development services
Administrative services
Administrative services

Development services
Administrative services

Administrative services
Development services
Development services
Development services
Administrative services
Administrative services

Development services
Administrative services

Disputes

Recipharm is occasionally involved in disputes in the
course of its operations. The Company has not been a
party to legal proceedings during the last 12 months and
the Company is not aware of any ongoing or expected
legal or arbitration proceedings that have had or could
have a significant adverse effect on its operations, res-
ults or financial position.

Patents, trademarks and other intellectual
property rights

Recipharm’s assets consist of intellectual property rights
to a certain extent. The intellectual property rights that
are required and/or arise as know-how in the business
are owned by the Group. Recipharm believes it has the
necessary protection for its intellectual property rights
and continuously monitors this protection.

Environmental impact

The Group is primarily engaged in manufacturing phar-
maceuticals, which, in common with all industrial activit-
ies, has an impact on the environment. The Group does
not engage in the production of chemical substances,
with the exception of Edmond Pharma S.r.l., but rather
the formulation of the final drug and its packaging. The
manufacturing processes for formulation and packaging
mean less use of environmentally hazardous chemicals
and lower emission levels.

The Group’s direct environmental impact is through
emissions into the air and waste water during manufac-
turing processes and cleaning.

Recipharm considers environmental issues a high
priority and works actively to be the industry leader
in this area. Each company in the Group has an envir-
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2015 2014 2013
0.1 0.1 1.6
3.8 1.4 -
1.0 - -
0.6 - -
0.1 - -

- - 0.0

- - 0.5
1.7 - -
- - 0.4
0.2 0.1

0.7 - -
0.1 - -
0.1 - -
- - 0.0

- - 0.1
1.9 - -
- - 0.1

onmental management system to allow control of its
environmental impact and works constantly to mon-
itor and improve its operations from an environmental
perspective.

With the exception of the Italian companies and the
French company Recipharm Pessac, which were acquired
in 2014, all manufacturing companies in the Group,
including the research unit in Solna, are environmentally
certified to ISO 14001. All manufacturing companies in
Sweden and several of the foreign companies are also
certified to OHSAS 18001 (occupational health and safety).
An assessment of the Italian companies and the French
company Recipharm Pessac will be carried out, after which
the process of obtaining certification will begin.

In 2013, the Group engaged the technical environ-
mental consultancy firm Sweco to conduct an ESA
(phase 1 environmental site assessment) at the facil-
ities of all manufacturing companies. According to the
reports from the environmental assessment, which clas-
sified environmental risk on a three-point scale of low,
medium and high risk, all facilities apart from Ashton
and Parets are considered to have a low environmental
risk.

The facilities from which Recipharm operates in Ashton
and Parets are considered to have a medium environ-
mental risk, partly due to occasional solvent emissions
above the current limits and an increased incidence of
petroleum hydrogens and lead in a soil and ground-
water investigation in Parets. Improvement measures
have been implemented and local authorities have not
demanded any further action.

It has also recently been noted that the properties
where Recipharm operates in Uppsala, Sweden, are not
fully compliant to Directive 2008/1/EC of the European
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Parliament and of the Council of 15 January 2008 con-
cerning integrated pollution prevention and control (the
“IPPC Directive” ) regarding the emissions of organic
solvents. An action plan for improvement measures will
be prepared and Recipharm’s assessment is that the
problem can be remediated with a small investment. In
conjunction with the acquisition of the business, Sweco
performed a phase 1 environmental survey in which it
was noted that the land where operations conducted

in Uppsala (Bolanderna), Sweden, contains contamina-
tions. Given that these contaminations are attributable
to prior industrial activities, Sweco has assessed the risk
for Recipharm to be small.

Nothing has emerged to indicate that any facilities
apart from those mentioned above might have envir-
onmental risks. However, such a scenario cannot be
discounted, particularly as other industrial activities
have previously been conducted at some of the Group’s
operating premises.

No environmental or similar orders have been imposed
by authorities. However, there is no assurance authorit-
ies will not demand measures or that property remedi-
ation costs could arise in the future. It is the Group’s
assessment that it complies with environmental legis-
lation in its countries of operation and that it complies
with the conditions of existing permits.

Recipharm’s operations have an indirect impact on
the environment through the products and services
the Group purchases and uses in its operations. In
view of this, a Supplier Code of Conduct, containing
ethical guidelines for suppliers, is being produced in
2016. The guidelines for suppliers, which encompass
the environment, ethics, working conditions, health
and safety, animal testing, and management systems,
clarify Recipharm’s expectations with regard to sup-
pliers’ processes and work in these areas. Recipharm
will implement the Supplier Code of Conduct for its top
100 suppliers in 2016, with further implementation the
following year. Supplier compliance will be monitored
within the framework of Recipharm’s existing quality
audits of suppliers.

As Recipharm’s operations include limited use of
environmentally hazardous chemicals, further aspects
of the Company’s environmental impact have been
analysed. One area of focus is the Company’s carbon
footprint and greenhouse gas emissions, both direct
and indirect. Emissions arise from heating, cooling in
production facilities, travel, transportation and other
areas. In 2016, Recipharm will begin the process of
joining the Carbon Disclosure Project, which will involve
disclosing the greenhouse gas emissions generated by
the Company’s operations. Recipharm will also define
clear improvement targets to reduce energy consump-
tion at its facilities and in its manufacturing processes,
transport and other activities, thereby reducing the
Group’s environmental impact in the form of greenhouse
gas emissions.

Regulatory permits

In the course of its manufacturing and development of
pharmaceuticals, the Group conducts operations that
are dependent on and subject to measures and con-

/108 /

trols from both regulatory agencies and customers.
The Company’s operations are subject to legislation
that involves comprehensive quality control and docu-
mentation requirements. Recipharm invests consider-
able resources in maintaining existing permits for its
operations and conducts extensive work on quality and
regulatory issues. Recipharm continuously monitors
the Group’s operations to ensure they are conducted in
accordance with granted permits and with current regu-
lations, in particular the GMP requirements that apply to
the manufacture of pharmaceuticals and the manufac-
turing chain, including subcontractors. In addition to the
local subsidiaries’ own quality departments, Recipharm
has a central quality assurance function that supports
the subsidiaries in maintaining quality.

Checks conducted by medicines agencies does from
time to time result in different types of comments
and observations. It is the Board’s assessment that
Recipharm takes the measures necessary to remedy any
such observations, and therefore complies with current
rules and regulations, and has the necessary permits for
its operating activities.

Lock-up periods

In connection with the Initial Public Offering in 2014,
Lars Backsell and Thomas Eldered undertook not to sell
or otherwise transfer their shares in Recipharm during a
certain period after the shares were admitted to trading
on Nasdaq Stockholm (lock-up period). Lars Backsell’s
lock-up period of 18 months has expired, while Thomas
Eldered’s lock-up period of 36 months is still applic-
able. The restriction on transfer of shares does not
include Recipharm shares transferred between Lars
Backsell and Thomas Eldered during the lock-up period.
Lusomedicamenta Sociedade Técnica Farmacéutica S.A’s
sellers have also undertaken not to sell or otherwise
distribute or transfer 1,181,193 Class B shares dur-

ing a lock-up period from the agreement date until 13
November 2016 (two years after the agreement date).
The sellers of Kemwell AB and Cirrus Pharmaceutical
Inc, Kemfin Holdings Private Ltd. and the Minority Seller,
have undertaken not to sell or in other respects transfer
their respective shareholdings in Recipharm during a
period of 12 months from the takeover of Kemwell AB
and Cirrus Pharmaceuticals Inc.

Subscription undertakings and intentions to
subscribe
Each of Recipharm’s Principal Shareholders, Flerie
Participation AB and Cajelo Invest AB, in a combined
amount corresponding to subscription payment of SEK
272 million, which is equal to approximately 33.8 per-
cent of the Offering, have undertaken to subscribe for
their pro rata share of the Offering. In addition, Lannebo
Fonder, Forsta AP-fonden and Fjarde AP-fonden, who
together control 25.3 percent of the share capital and
7.7 percent of the votes, have indicated their intention
to subscribe for their respective pro rata shares in the
Offering.

The sellers of Kemwell AB, Kemfin Holdings Private
Ltd. and the Minority Seller, have pursuant to sub-
scription undertakings dated 15 April 2016 undertaken
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to subscribe for their pro rata shares in a rights issue
with a total amount of approximately SEK 856 million
based on the number of Recipharm shares received

in the Payment In-Kind Share Issue; please refer to
“Legal Considerations and Supplementary Information”
- “Acquisition Agreements” in this section. Should the
shares from the issue in kind not be registered prior

to the record date for the rights issue, the sellers have
undertaken to subscribe for class B Recipharm shares
as part of the Directed Share Issue. The subscription
undertakings in relation to the Directed Share Issue
covers the same amount of shares in Recipharm that the
sellers would have subscribed for if they had subscribed
for their pro rata shares of the rights issue. Given that
the acquisition will not be finalised in time for the shares
from the Payment In-Kind Share Issue to be registered
prior to the record date for the rights issue, the Board
has decided to reduce the proceeds from the rights issue
to approximately SEK 805 million. In connection with
the implementation of the Payment In-Kind Share Issue,
the board of directors of Recipharm will, based on the
authorisation from the Extraordinary General Meeting
held on 10 May 2016, resolve to adopt the Directed
Share Issue which will bring proceeds of approximately
SEK 51 million. The subscription price in the Directed
Share Issue will be the same as in the Offering under
this Prospectus. This Prospectus has also been prepared
in relation to the Company’s application for admission

to trading of the shares issued as part of the Directed
Share Issue and the Payment In-Kind Share Issue.

Insurance
It is the Board’s assessment that Recipharm has
adequate insurance cover for its operating activities.

Documents incorporated by reference

The following documents are incorporated in this
Prospectus by reference. The documents have been
previously published.

e Recipharm’s audited annual report for the financial
years 2015, 2014 and 2013; and

e unaudited interim report for the period 1 January to 31
March 2016.

Income and expenses associated with the Offering
The Company’s expenses associated with publication

of the Prospectus and admission to trading are estim-
ated at about SEK 12 million. The Company’s expenses
are mainly due to costs for financial and legal advisors,
auditors, the preparation of this Prospectus, costs for
distribution of the Prospectus and similar.

Interests and conflicts of interest

Recipharm’s legal advisor, Setterwalls Advokatbyrd AB,
does not own any shares in Recipharm and does not
have any other financial interest in the Company other
than compensation for the services provided.

DNB, Handelsbanken and Swedbank are Joint Lead
Managers of the Offering. The Joint Lead Managers
provide financial counselling and other services to
Recipharm and the Principal Shareholders in connection
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with the Offering. Other than the agreed fee for their

services and that DNB, Handelsbanken and Swedbank
are also lenders to Recipharm AB, the advisors do not
have any financial interests in Recipharm.

The Company’s Principal Shareholders, Flerie
Participation AB and Cajelo Invest AB, have each under-
taken to subscribe for their respective pro rata portions
of the Offering, in a combined amount corresponding to
subscription payment of SEK 272 million, which is equal
to approximately 33.8 percent of the Offering.

The sellers of Kemwell AB, Kemfin Holdings Private Ltd
and the minority holder Minority Seller, have undertaken
to subscribe for class B Recipharm shares within the
framework of the Directed Share Issue of class B shares
totalling approximately SEK 51 million (see also under
the heading “Subscription undertakings and intentions
to subscribe” in this section.

Provision of documents

Copies of these documents are available during the
period of validity of the Prospectus from Recipharm'’s
head office, Lagervagen 7, 136 50 Jordbro, Sweden dur-
ing normal business hours and at www.recipharm.com:

1. Articles of association of Recipharm AB (publ)

2. Audited consolidated financial statements for the fin-
ancial years 2014 and 2015 for Recipharm AB (publ)
and audited annual reports for all the subsidiaries
(the latter are only available at the head office)

3. Unaudited interim report for the period 1 January to
31 March 2016

4. This Prospectus.
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Certain tax considerations in Sweden

CERTAIN TAX CONSIDERATIONS IN SWEDEN

The following summary is based on current statutory requirements and is intended to serve only as general

information for shareholders having unlimited tax liability in Sweden, and who hold Shares in Recipharm - unless

expressly stated otherwise. This summary does not address securities held by partnerships, or held as stock

(inventory) assets in business operations. Furthermore, the special regulations regarding tax-exempt capital

gains (including prohibited deductions on capital losses) in the corporate sector, which can apply in the case of a
shareholder holding Shares in Recipharm that are considered held for business purposes (Sw. naringsbetingande),
have not been addressed in this summary. Neither have the special regulations that may be applicable to holdings

of so-called qualified shares and other securities in companies, that are or have been, a private limited company

(Sw. famanbolag), or to holdings of shares or other securities, acquired on the basis of such holdings been
addressed. The summary does not cover shares or other equity instruments held on an investment savings account
and that are subject to a standard tax. The fiscal treatment of specific holdings depends on the taxpayer’'s own
situation. Each shareholder and owner of other securities should, therefore, seek the consultation of tax advisors
for information as to the specific consequences that can arise in each case, including the applicability and effect of

non-Swedish regulations and tax agreements.

INDIVIDUALS

Dividends and capital gains incurred by individuals are
for listed shares taxed with a capital income tax at 30
percent. For individuals domiciled in Sweden, Euroclear,
or for nominee-registered shares the nominee, usually
withholds preliminary tax of 30 percent on dividends.
Capital gains and capital losses on the sale of shares and
other equity instruments, such as Subscription Rights,
are normally calculated as the difference between sales
proceeds, less selling expenses, and the tax base (how-
ever, see "Exercise and sale of Subscription Rights” for
further information concerning the tax bases applic-
able to Subscription Rights). The tax base for all equity
instruments of the same class and type is calculated

for all such instruments applying the average method.
It should be noted that paid and subscribed shares
(so-called BTA) are, consequently, not seen to comprise
the same class and type of shares as those entailing
preferential rights in the rights issue prior to the point in
time at which the resolution on the rights issue has been
registered. As an alternative to the average method the
tax base may instead for listed shares be determined
according to the standard method. This method entails
the tax base to be determinated at 20 percent of sales
proceeds, less selling expenses. Capital losses on listed
shares may be fully deducted against taxable capital
gains on shares and on other listed equity instruments,
except for participating interests in investment funds
containing only Swedish debt instruments. Capital
losses on shares that can not be offset in the above
described manner are deductible at 70 percent against
other income in the capital income category. Should a
deficit arise in the income tax schedule for capital, a tax
deduction against local and central government income
tax and against property tax and municipal property
fees is permitted. A 30 percent tax reduction is gran-
ted on that portion of the deficit which is less than SEK

100,000, and a 21 percent tax reduction is granted on
the remaining amount. Deficits cannot be carried for-
ward into subsequent tax years.

LIMITED LIABILITY COMPANIES

Limited liability companies pay income tax at a rate of
22 percent on all income as business income, including
taxable capital gains and dividends. Deductible capital
losses on Shares in Recipharm are usually only deduct-
ible against taxable capital gains on shares and other
equity instruments. Such capital losses can also - if
certain conditions are met - be offset against capital
gains on shares and other equity instruments that
have arisen in other companies within the same group,
provided that the right to group contributions exists
between these companies. A capital loss, which can not
be utilised during a given year, may be carried forward
and deducted against capital gains on shares and other
equity instruments in future years - without any time
limitation. Special tax regulations may apply to certain
categories of companies, such as investment funds and
investment companies.

EXERCISE AND SALE OF
SUBSCRIPTION RIGHTS

Subscription Rights exercised to subscribe to new
Shares are not subject to taxation. Holders of
Subscription Rights who do not wish to exercise their
preferential right to participate in the Offer and who sell
their Subscription Rights must report capital gains for
taxation. Subscription Rights due to holdings of Shares
in Recipharm are considered to have been acquired for
SEK 0. Consequently, the entire amount of the sales
proceeds, less selling expenses, must be reported for
taxation. The acquisition cost of the original Shares is
not affected. For Subscription Rights in Recipharm that

1 Certain rules regarding order of priority applies for capital losses.
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are acquired in another way than through participation
in the preferential rights issue, the amount paid for
the rights will comprise the acquisition cost. In such
cases, the tax base of the Subscription Rights must be
taken into account when calculating the tax base of the
acquired shares.

SPECIAL TAX ISSUES FOR SHAREHOLDERS
AND SUBSCRIPTION RIGHT HOLDERS WITH
LIMITED TAX LIABILITY IN SWEDEN
Withholding tax

Swedish withholding tax is usually levied on sharehold-
ers who do not have unlimited tax liability in Sweden and
who receive dividends on shares from a Swedish limited
company. The tax rate is usually 30 percent but is
generally reduced, in some cases down to zero, through
tax agreements with other countries, to avoid double
taxation. The majority of Sweden’s tax agreements

also provide for a deduction of the Swedish withholding
tax, on the basis of the rate specified in the respective
agreement, directly at the time of the payment of the
dividend. However, when presenting the tax return for
dividends received - which must always be presented

to the Swedish Tax Agency (Sw. Skatteverket) by the
individual entitled to receive the dividends and by the
company paying the dividends - the individual entitled
to the dividends must be able to produce a certificate

of domicile. In Sweden, Euroclear, or for nominee-re-
gistered shares the nominee, usually executes thede-
duction of withholding tax. When 30 percent withholding
tax has been withheld from an individual who is entitled
to a lower tax rate or withholding tax, when an excess
of withholding tax has been deducted for other reasons,
repayment can be claimed from the Swedish Tax agency
(Sw. Skatteverket). However, such repayment must be
requested no later than before the end of the fifth calen-
dar year after the payment of dividend in question.

Capital Gains Tax

Shareholders and Subscription Right holders having
limited tax liability in Sweden and who do not oper-
ate business activities from a permanent establish-
ment in Sweden, are usually not taxed in Sweden for
capital gains on the sale of such securities. However,
shareholders and Subscription Rights holders may be
subject to taxation in their country of domicile. There
is, on the other hand, a special tax regulation stipulat-
ing that individuals or estates with limited tax liability
in Sweden may be subject to Swedish taxation on the
sale of certain securities, such as on the sale of shares
and SubscriptionRights - if at some point in time during
the year of the sale or during ten calendar years prior
to the year of sale, such individuals have been living or
permanently residing in Sweden. However, the actual
application of this regulation is limited in a number

of cases on the basis of the tax agreements between
Sweden and other countries.
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Transfer restrictions

SELLING AND TRANSFER
RESTRICTIONS

The allocation of Subscription Rights and the offer to subscribe for new Shares, or acquire

BTAs, in Recipharm by virtue of Subscription Rights as well as without Subscription Rights (the “Offer”)

may be affected by the laws of various jurisdictions. Investors should consult professional advisers
as to whether they require any governmental or other consent or need to observe any other
formalities to enable them to acquire BTAs or new Shares by virtue of Subscription Rights
or without Subscription Rights.

GENERAL
No action has been, or will be taken, by Recipharm

to permit a public offering of the BTAs or new Shares (iii)

being offered in the Offer (through the exercise of the
Subscription Rights or otherwise) in any jurisdiction
other than Sweden. Receipt of the Prospectus will not
constitute an offer in jurisdictions in which it would be
illegal to make an offer and, in those circumstances, this
Prospectus is for informational purposes only and must
not be copied or redistributed.

Except as otherwise disclosed in the Prospectus, if an
investor receives a copy of this Prospectus, the investor
may not treat the Prospectus as constituting an invitation
or offer to it, nor should the investor in any event deal in
the Subscription Rights, BTAs or new Shares, unless, in
the relevant jurisdiction, such an invitation or offer could
lawfully be made to that investor, or the Subscription
Rights, BTAs or new Shares could lawfully be dealt in
without contravention of any unfulfilled registration or
other legal requirements. Accordingly, if an investor
receives a copy of the Prospectus, the investor should not
distribute or send it, or transfer Subscription Rights, BTAs
or new Shares, to any person in or into any jurisdiction
where doing so would or might contravene local securities

laws or regulations. .
If any person (including a financial intermediary) for-
wards this Prospectus into any such territories (whether .

under a contractual or legal obligation or otherwise), such
person should draw the recipient’s attention to the con-
tents of this section. Except as otherwise expressly noted
in this Prospectus:

(i) the Subscription Rights, BTAs and new Shares
being granted or offered, respectively, in the Offer
may not be offered, sold, resold, transferred or
delivered, directly or indirectly, in or into, Relevant
Member States (as defined below) unless pursuant
to applicable exemptions under the Prospectus .
Directive, or in or into Canada, Australia, Hong
Kong, Japan, New Zealand, South Africa or, subject
to certain exceptions, the US, or any other jurisdic-
tion in which it would not be permissible to offer the
Subscription Rights, BTAs or new Shares or where
such action would require additional prospectuses,
other offer documentation, registrations or other
actions in addition to what follows from Swedish law
(each an “Ineligible Jurisdiction” and, together, the
“Ineligible Jurisdictions”);
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(ii) the Prospectus may not be sent to any person in any

Ineligible Jurisdiction; and

the crediting of Subscription Rights, BTAs or new
Shares to an account of a shareholder or other
person in an Ineligible Jurisdiction or a citizen or
resident of an Ineligible Jurisdiction (referred to as
“Ineligible Persons”) does not constitute an offer

to such persons of the Subscription Rights, BTAs or
new Shares, and Ineligible Persons may not exercise
Subscription Rights. If an investor receives, takes
up, delivers or otherwise transfers Subscription
Rights, exercises Subscription Rights to acquire
BTAs or new Shares or trades or otherwise deals

in Subscription Rights, BTAs or new Shares being
granted or offered, respectively, in the Offer, that
investor will be deemed to have made, or, in some
cases, be required to make, the following represent-
ations and warranties to Recipharm and any person
acting on Recipharm’s behalf, unless such require-
ment is waived by Recipharm:

the investor is not located in an Ineligible
Jurisdiction;

the investor is not an Ineligible Person;

the investor is not acting, and has not acted, for the
account or benefit of an Ineligible Person;

unless the investor is a holder of Shares and a
“qualified institutional buyer” (*QIB") as defined
under Rule 144A (“Rule 144A") of the United States
Securities Act of 1933, as amended (the “Securities
Act”), the investor is located outside the US, and
any person for whose account or benefit it is acting
on a non-discretionary basis is located outside the
US and, upon acquiring Subscription Rights, BTAs or
new Shares, the investor and any such person will
be located outside the US;

the investor understands that neither the
Subscription Rights nor the BTAs or the new Shares
being granted and offered, respectively, in the Offer
have been or will be registered under the Securities
Act and may not be offered, sold, pledged, resold,
granted, delivered, allotted, taken up or otherwise
transferred within the US or to or for the account or
benefit of persons in the US, except pursuant to an
exemption from, or in a transaction not subject to,
the registration requirements of the Securities Act;
and
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e the investor may lawfully be offered, take up, sub-
scribe for and receive Subscription Rights, BTAs and
new Shares being offered in the Offer in the juris-
diction in which it resides or is currently located.

Recipharm and any persons acting on behalf of
Recipharm will rely upon the investor’s representations
and warranties. Any potential provision or false informa-
tion or subsequent breach of these representations and
warranties may void a transaction in the Subscription
Rights, BTAs or new Shares and subject the investor to
liability.

If a person is acting on behalf of a holder of
Subscription Rights, (including, without limitation, as
a nominee, custodian or trustee), that person will be
required to provide the foregoing representations and
warranties to Recipharm with respect to the exercise
of Subscription Rights on behalf of the holder. If such
person does not or is unable to provide the forego-
ing representations and warranties, Recipharm will
not be bound to authorise the allocation of any of the
Subscription Rights, BTAs or new Shares to that person
or the person on whose behalf the other is acting.

Subject to the specific restrictions described below, if
an investor (including, without limitation, its nominees,
custodians and trustees) wishes to exercise or otherwise
deal in Subscription Rights, BTAs or subscribe for new
Shares, the investor must satisfy itself as to full observ-
ance of the applicable laws of any relevant jurisdiction,
including obtaining any requisite governmental or other
consents, observing any other requisite formalities and
paying any issue, transfer or other taxes due in such
territories.

The information set out in this section is intended
as a general guide only. If the investor is in any
doubt as to whether it is eligible to exercise its
Subscription Rights or subscribe for the BTAs or
new Shares, such investor should consult a profes-
sional adviser without delay.

Subscription Rights to shareholders that, on the record
date 23 May 2016, holds Shares in Recipharm through
financial intermediaries will initially be credited to such
intermediaries for the accounts of such shareholders. A
financial intermediary may not exercise any Subscription
Rights on behalf of any person in the Ineligible
Jurisdictions or any Ineligible Persons and may be
required in connection with any exercise of Subscription
Rights to certify the same.

Subject to certain exceptions, financial intermediar-
ies are not permitted to send this Prospectus or any
other information about the Offer into any Ineligible
Jurisdiction or to any Ineligible Person. The crediting
of Subscription Rights to the account of persons in
Ineligible Jurisdictions or to Ineligible Persons does not
constitute an offer of the Subscription Rights, BTAs or
new Shares to such persons. Financial intermediaries,
which include banks, brokers, custodians and nominees,
with holdings for Ineligible Persons may consider selling
any or all Subscription Rights held for the benefit of such
persons to the extent permitted under their arrange-
ments with such persons and applicable law and to remit
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the net proceeds to the accounts of such persons.

Subject to certain exceptions, exercise instructions
or certifications regarding subscriptions sent from or
postmarked in any Ineligible Jurisdiction will be deemed
to be invalid, and the Subscription Rights, BTAs or new
Shares being offered in the Offer will not be delivered to
an addressee in any Ineligible Jurisdiction. Recipharm
reserves the right to reject any exercise or revoke any
accepted exercise made in the name of any person who
provides an address in an Ineligible Jurisdiction for
acceptance, revocation of exercise or delivery of BTAs
or new Shares, who does not or is unable to repres-
ent or warrant that such person is not in an Ineligible
Jurisdiction and is not an Ineligible Person, who is not
acting on a discretionary basis for such persons, or who
appears to Recipharm or its agents to have executed its
exercise instructions or certifications in, or dispatched
them from, an Ineligible Jurisdiction.

Furthermore, Recipharm reserves the right, with
sole and absolute discretion, to treat as invalid any
exercise or purported exercise of Subscription Rights
which appear to it to have been executed, affected or
dispatched in a manner that may involve a breach or
violation of the laws or regulations of any jurisdiction.

Notwithstanding any other provision of this
Prospectus, Recipharm reserves the right to permit a
holder to exercise its Subscription Rights if Recipharm
in its absolute discretion is satisfied that the transaction
in question Is exempt from or not subject to the laws
or regulations giving rise to the restrictions in ques-
tion. Applicable exemptions in certain jurisdictions are
described further below. In any such case. Recipharm
does not accept any liability for any actions that a holder
takes or for any consequences that such holder may suf-
fer by Recipharm’s acceptance of the holder’s exercise of
Subscription Rights.

us

The Subscription Rights, BTAs and new Shares have not
been, and will not be, registered under the Securities
Act or any securities laws of any state of the US and may
not be offered or sold, directly or indirectly, in or into
the US, except pursuant to an available exemption from
the registration requirements of, or a transaction not
subject to, the Securities Act and in compliance with any
applicable state securities laws of the US. There will be
no public offering of Securities in the US.

The Subscription Rights, BTAs and new Shares are
being offered and sold in the US pursuant to an available
exemption from, or a transaction not subject to, the
registration requirement of the Securities Act only to
existing holders of Shares who:

(i) arereasonably believed to be QIBs and

(ii) have executed and returned an investor letter, in
designated form, to Recipharm. The Subscription
Rights, BTAs and new Shares are being offered and
sold outside the US in compliance with Regulation S
(“Regulation S”) under the Securities Act. Any offer
or sale of Subscription Rights, BTAs and new Shares
in the US will be made solely by a broker-dealer
registered as such under the Securities Exchange
Act of 1934.
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Each person exercising Subscription Rights or subscrib-
ing for or purchasing BTAs or new Shares within the US,
by accepting delivery of the Prospectus, will be deemed
to have represented, agreed and acknowledged, on its
behalf and on behalf of any investor accounts for which
it is acquiring Subscription Rights, BTAs or new Shares,
as the case may be, that:

(i) theinvestor
(a) is a QIB;
(b) is aware, and each beneficial owner of such
Subscription Rights, BTAs or new Shares has been
advised, that the sale of the Subscription Rights,
BTAs or new Shares to it is being made in reliance
on an exemption from the registration requirements
of the Securities Act, which may include Rule 144A,
or in a transaction not subject to, the registration
requirements of the Securities Act; and
(c) is acquiring such Subscription Rights, BTAs or
new Shares for its own account or for the account
of a QIB, in each case, for investment purposes,
and not with a view to any distribution (within the
meaning of the US federal securities laws) of the
new Shares; or it is exercising, subscribing for or
otherwise acquiring the Subscription Rights or offer
Shares in an offshore transaction in accordance with
Rule 903 or 904 of Regulation S;

(ii) the investor understands that the Subscription
Rights, BTAs and new Shares acquired or sub-
scribed for by it are “restricted securities” within
the meaning of Rule 144(a)(3) under the Securities
Act and that such securities have not been, and will
not be, registered under the Securities Act; any
such “restricted securities” may not be deposited
into any unrestricted depositary receipt facility in
respect of such shares established or maintained
by a depositary bank; the Subscription Rights, BTAs
or new Shares may not be offered, sold, pledged or
otherwise transferred except in accordance with any
applicable US federal or state securities laws, and it
certifies that either:

e the investor will transfer the Subscription
Rights, BTAs and new Shares in a transaction
exempt from the registration requirements of
the Securities Act under Rule 144 (a “"Rule 144
Transaction”) and provide an opinion of counsel
reasonably satisfactory to Recipharm that states
that the transfer is exempt from the registration
requirements of the Securities Act and that the
securities, as the case may be, following such
transfer are freely transferable;

e the investor will transfer the Subscription
Rights, BTAs and new Shares to a person who
it reasonably believes is a QIB purchasing for
its own account or for the account of a QIB in a
transaction meeting the requirements of Rule
144A under the Securities Act (a “Rule 144A
Transaction”);

e the investor will transfer the Subscription Rights,
BTAs and new Shares in an offshore transaction
in accordance with Rule 903 or 904 of Regulation
S under the Securities Act (a “"Regulation S
Transaction”);
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e the investor will transfer the Subscription Rights,
BTAs and new Shares in a transaction exempt
from the registration requirements of the
Securities Act other than a Rule 144 Transaction,
a Rule 144A Transaction or a Regulation S
Transaction and provide an opinion of counsel
reasonably satisfactory to Recipharm which
states that the transfer is exempted from the
registration requirements of the Securities
Act provided that the person to whom such
Subscription Rights, BTAs and new Shares are
transferred delivers a letter to Recipharm making
the foregoing acknowledgements, representa-
tions and agreements: or

e the investor will transfer the Subscription Rights,
BTAs and new Shares pursuant to an effective
registration statement under the Securities Act;

(iii) the Subscription Rights, BTAs and new Shares have
not been offered to it by Recipharm by means of,
and it is not subscribing for new Shares or purchas-
ing Subscription Rights or BTAs on the secondary
market on Nasdaq Stockholm as a result of, any
general solicitation or general advertising within
the meaning of Rule 502 under the Securities Act,
including advertisements, articles, notices, or
other communications published in any newspaper,
magazine or similar media or broadcast over radio
or television; or any seminar or meeting whose
attendees have been invited by general solicitation
or general advertising within the meaning of Rule
502 under the Securities Act;

(iv) the investor has such knowledge and experience in
financial and business matters as to be capable of
evaluating the merits and risks of an investment in
the Subscription Rights, BTAs and new Shares, and
it has the financial ability to bear the economic risk
of investment in the Subscription Rights, BTAs and
new Shares;

(v) theinvestor is not an affiliate (as defined in Rule
501(b) under the Securities Act) of Recipharm, and
is not acting on behalf of an affiliate of Recipharm;

(vi) if it is acquiring Subscription Rights, BTAs or new
Shares as a fiduciary or agent for one or more
investor accounts, each owner of such account is a
QIB, it has full investment discretion with respect
to each such account, and it has the full power and
authority to make the acknowledgements, repres-
entations and agreements herein on behalf of each
owner of each such account; and

(vii) Recipharm and their respective affiliates and
agents, and others, will rely upon the truth and
accuracy of the foregoing acknowledgements, rep-
resentations, warranties and agreements.

Until 40 days after the commencement of the Offer, an
offer, sale or transfer of the Subscription Rights, BTAs
or new Shares within the US by a dealer may violate the
registration requirements of the Securities Act, if such
offer or sale is not made otherwise than In accordance
with Rule 144A.
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Existing shareholders who hold Shares through a
nominee, custodian or other financial intermediary may
be required to adhere to subscription deadlines that are
shorter than the end of the subscription period.

The Subscription Rights and new Shares have not
been approved or disapproved by any US federal or
state securities commission or regulatory authority.
Furthermore, the foregoing authorities have not passed
upon the merits of the Offer or confirmed the accuracy
or determined the adequacy of the disclosure in this
Prospectus. Any representation to the contrary is a
criminal offence in the US.

EUROPEAN ECONOMIC AREA

In relation to each Member State of the European
Economic Area which has implemented the Prospectus
Directive (each, a "Relevant Member State”), an offer
to the public of any Subscription Rights, BTAs or new
Shares may not be made in that Relevant Member State
(other than the offers contemplated in the Prospectus in
Sweden once the Prospectus has been approved by the
competent authority and published in accordance with
the Prospectus Directive as implemented in Sweden),
except that an offer to the public in that Relevant
Member State of any Subscription Rights, BTAs or new
Shares may be made at any time under the following
exemptions under the Prospectus Directive, if they have
been implemented in that Relevant Member State:

(i) to any legal entity that is a “qualified investor” (as
defined in the Prospectus Directive);

(ii) to fewer than 100, or if the Relevant Member State
has implemented the relevant provision of the
2010 PD Amending Directive, 150 natural or legal
persons (other than qualified investors as defined
in the Prospectus Directive), as permitted under
the Prospectus Directive, or in any other circum-
stances falling within Article 3(2) of the Prospectus
Directive.

(iii) This provides that no such offer of Subscription
Rights, BTAs or new Shares results in a requirement
for the publication by Recipharm of a prospectus
pursuant to Article 3 of the Prospectus Directive.
Recipharm has not authorised, and will not author-
ize the making of any offer of Subscription Rights
and new Shares through any financial intermedi-
ary. Each person in a Relevant Member State other
than, in the case of paragraph (i), persons receiving
offers contemplated in this Prospectus in Sweden
who receives any communication in respect of, or
who acquires the Subscription Rights, BTAs or new
Shares under, the Offer will be deemed to have
represented, warranted and agreed to and with
Recipharm and that:

(iv) the investor is a qualified investor within the mean-
ing of the law in that Relevant Member State imple-
menting Article 2(1)(e) of the Prospectus Directive;
and

(v) in the case of any Subscription Rights, BTAs or new
Shares acquired by it as a financial intermediary, as
that term is used in Article 3(2) of the Prospectus
Directive,

Invitation to subscribe for shares in Recipharm AB (publ)

Transfer restrictions

e the Subscription Rights, BTAs or new Shares
acquired by it in the Offer have not been acquired
on behalf of, nor have they been acquired with
a view to their offer or resale to, persons in
any Relevant Member State, other than qual-
ified investors, as that term is defined in the
Prospectus Directive; or

e where Subscription Rights, BTAs or new Shares
have been acquired by it on behalf of persons in
any Relevant Member State other than qualified
investors, the offer of those Subscription Rights,
BTAs or new Shares to it is not treated under the
Prospectus Directive as having been made to
such persons.

For the purposes of this provision, the expression an
“offer to the public” in relation to any Subscription
Rights, BTAs or new Shares in any Relevant Member
State means the communication in any form and by
any means of sufficient information on the terms of the
Offer and any Subscription Rights, BTAs or new Shares
to be offered so as to enable an investor to decide to
acquire any Subscription Rights, BTAs or new Shares,
as the same may be varied in that Relevant Member
State by any measure implementing the Prospectus
Directive in that Relevant Member State, and, the
expression “Prospectus Directive” means Directive
2003/71/EC together with any applicable implementing
measures, including in each Relevant Member State and
the expression “2010 PD Amending Directive” means
Directive 2010/73/EU.

AUSTRALIA, CANADA, HONG KONG, JAPAN,
NEW ZEALAND AND SOUTH AFRICA

The Offer pursuant to this Prospectus is not directed

to persons domiciled in Australia, Canada. Hong Kong,
Japan, New Zealand and South Africa, or in any other
jurisdiction where participation would require additional
prospectuses, other offer documentation, registrations
or other actions in addition to what follows from Swedish
law.
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Articles of Association

ARTICLES OF ASSOCIATION

Articles of Association for Recipharm AB (publ), reg. no.
556498-8425. Adopted at the Annual General Meeting
on 28 April 2016.

§1
The name of the Company is Recipharm AB (publ).
The Company is public.

§2
The registered office of the Board of Directors shall be
located in Haninge Municipality, Sweden.

The General Meeting may be held in either Stockholm
or Haninge, Sweden.

§3

The object of the Company’s operations is to conduct
environmentally-aware development, manufacture and
sale of pharmaceuticals, naturopathic preparations,
herbals, nutritional supplements, medical devices,
related services and associated activities.

§4

Share capital shall be not less than SEK 20,000,000 and
not more than SEK 80,000,000. The number of shares
shall be not less than 40,000,000 and not more than
160,000,000.

Shares will be issued in three classes: Class A, Class B
and Class D. The number of Class A and Class B shares
shall not exceed 160,000,000. The number of Class D
shares shall not exceed 2,000,000. Each Class A share
entitles the holder to ten (10) votes and each Class B
share and Class D share to one (1) vote.

8§85

Class D shares do not carry entitlement to dividends. In
the event of liquidation of the Company, Class D shares
entitle the holders to an equal share of the Company’s
assets, but not exceeding the amount corresponding

to the quota value of the share, annualised per day of
distribution with an interest rate of STIBOR 30 days,
with an additional 1.00 percentage point calculated from
the date of the payment of the subscription amount.
STIBOR 30 shall be fixed on the first banking day of each
calendar month.

Reduction of the share capital, but not below the min-
imum share capital amount, may, at the request of hold-
ers of Class D shares or as resolved by the Company’s
Board of Directors or General Meeting, take place by
means of redemption of Class D shares. Requests from
shareholders shall be made to the Company’s Board of
Directors in writing, and the Board of Directors shall
act promptly on the matter. When a decision to reduce
share capital is made, an amount corresponding to the
redemption amount shall be allocated to the statutory
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reserve, provided such funds are available. The redemp-
tion amount per Class D share shall correspond to the
quota value of the share annualised per day of redemp-
tion, with an interest rate of STIBOR 30 days and with
an additional 1.00 percentage point calculated from the
date of the payment of the subscription amount. STIBOR
30 shall be established on the first day of payment of the
subscription proceeds. Following notice of the redemp-
tion order, owners of shares tendered for redemption
shall promptly receive payment for the share, or, if
authorisation from the Swedish Companies Registration
Office (Sw. Bolagsverket) or permission from a court

is required, following notice of registration of the final
decision.

Upon decision by the Board of Directors, Class D
shares held by the Company may be reclassified as
Class B shares, after which the Board of Directors
shall notify the Swedish Companies Registration
Office (Sw. Bolagsverket) of the reclassification forth-
with. The reclassification is effected when it has been
registered and the reclassification has been noted
in the Swedish Central Securities Depository (Sw.
avstamningsregistret).

§6

If the Company decides to issue new Class A, Class B
and Class D shares by considiration other than in kind,
holders of Class A, Class B and Class D shares shall have
a preferential right to subscribe for new shares of the
same class in proportion to the number of shares they
already hold (primary preferential right). Shares not
subscribed for with primary preferential rights shall be
offered for subscription to all shareholders (subsidiary
preferential right). If the number of shares thus offered
is not sufficient for subscription with subsidiary prefer-
ential rights, the shares shall be distributed among sub-
scribers in proportion to the number of shares already
held, or, where this is not possible, by drawing of lots.

If the Company decides to issue only Class A or Class B
or Class D shares by considiration other than in kind, all
shareholders shall, regardless of if shares held are Class
A, Class B or Class D shares, have preferential rights to
subscribe for new shares in proportion to the number of
shares they already hold.

The stipulations above regarding preferential rights
shall apply mutatis mutandis to new issues of war-
rants and convertible debt, and shall not constitute any
restriction on the possibility to resolve on an issue with
a deviation from shareholders’ preferential rights.

If the share capital is increased by means of a bonus
issue in which new shares are issued, new Class A
and Class B shares shall be issued in proportion to the
number of shares of the same class already held. In
such cases, old shares of a certain class shall entitle the
holder to new shares of the same class. Class D shares
do not entitle the holder to participate in bonus issues.
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The aforementioned stipulation shall not constitute any
restriction on the possibility to issue shares of a new
class in a bonus issue following a requisite amendment
to the Articles of Association.

§7

The Board of Directors shall consist of no fewer than
three and no more than eight members elected by

the General Meeting, without deputies elected by the
General Meeting. Board members are elected annually
at the Annual General Meeting for the period until the
end of the next Annual General Meeting.

§8

One or two auditors, with or without deputy auditors,
shall be appointed to examine the Company’s annual
report and accounts, as well as the administration of the
Board of Directors and the Chief Executive Officer.

§9
Notice of a Shareholders’ Meeting shall be published

in the Official Swedish Gazette (Sw. Post- och Inrikes
Tidningar) and on the Company’s website no earlier

than six weeks and no later than four weeks before the
meeting. The release of the notice shall be announced in
Svenska Dagbladet at the same time.

Notwithstanding the above, notice of an Extraordinary
General Meeting dealing with amendments to the
Articles of Association shall be issued no earlier than six
weeks and no later than three weeks before the General
Meeting.

Shareholders wishing to attend a Shareholders’
Meeting must be included in a printout, or other repro-
duction, of the full share register as of five working days
before the Meeting and must notify the Company of their
intention to attend no later than the date indicated in the
notice convening the Meeting.

This date may not be a Sunday, public holiday,
Saturday, Midsummer’s Eve, Christmas Eve or New
Year’s Eve and may not be earlier than the fifth working
day before the General Meeting.

§10

The Company'’s financial year shall be the calendar year.

§11
If a Class A share has been transferred to a person
who is not a previous holder of Class A shares in the
Company, the Class A share shall be offered immediately
for redemption pursuant to post-sale purchase rights
to the other holders of Class A shares by submission of
written notification to the Company’s Board of Directors.
Acquisition of the Class A share shall then be verified
and, as the Class A share has been transferred through
a purchase, the contingent purchase consideration shall
be disclosed. The post-sale purchase right may not be
exercised for a smaller number of Class A shares than
included in the offer.

During the post-sale purchase procedure, the trans-
feror exercises the vote for the offered Class A share.
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Articles of Association

When the Class A share transfer has been repor-
ted, the Board of Directors shall immediately inform
all shareholders with redemption rights, whose mail-
ing addresses are entered in the share register or are
otherwise known to the Company, with the instruction
that anyone wishing to use the right of redemption
shall make a written application to the Board within two
months from the date on which the Board was notified of
the transfer of the Class A share.

If more than one post-sale purchase right holder
submits such an application, the right of priority shall
be determined by the drawing of lots, carried out by a
Notary Public. However, if several Class A shares have
been offered for purchase simultaneously, pursuant
to post-sale purchase rights, the Class A shares shall,
as far as possible, be distributed first in proportion to
previous holding of Class A shares among the post-sale
purchase right holders who have submitted a purchase
application.

When shares are acquired through purchase, the
redemption amount shall be equal to the purchase price,
but otherwise an amount which in the event of disagree-
ment is determined by arbitration in accordance with
the Swedish Arbitration Act (Sw. lagen (1999:116) om
skiljeforfarande). Disputes about issues other than the
redemption price shall also be adjudicated pursuant to
the procedure prescribed in the Swedish Arbitration Act
(Sw. lagen (1999:116) om skiljeférfarande).

The redemption amount shall be paid within one month
of the date on which the amount was determined.

If the acquirer and the person entitled to redemption
are unable to reach agreement on the redemption price,
the person entitled to redemption may initiate proceed-
ings within two months of the date on which the claim
for redemption was submitted to the Company. If no
person eligible for post-sale purchase rights wishes to
exercise such rights within the prescribed time period
or, if the purchase sum has not been paid within the
prescribed time period, the person who exercised the
post-sale purchase right may be registered for the Class
A share.

§12

Holders of Class A shares may request that their shares
be reclassified as Class B shares. Reclassification
requests shall be made in writing in a form desig-
nated by the Company and submitted to the Board of
Directors. The reclassification shall be filed for regis-
tration with the Swedish Companies Registration Office
(Sw. Bolagsverket) without delay and is effected when
it has been registered and the reclassification has been
noted in the Swedish Central Securities Depository (Sw.
avstamningsregistret).

§13

The Company’s shares shall be registered in a secur-

ities register in accordance with the Swedish Financial
Instruments Accounts Act (Sw. lagen (1998:1479) om
kontoféring av finansiella instrument).
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DEFINITIONS AND GLOSSARY

DEFINITIONS
Euroclear
Euroclear Sweden AB

BTA
Shares paid and subscribed for.

Handelsbanken

Svenska Handelsbanken AB (publ), or, as applic-
able, Handelsbanken capital Markets (a division of
Handelsbanken AB (publ)).

Principal Shareholders

Refers to Recipharm’s two founders, Lars Backsell and
Thomas Eldered, who, up until the IPO in April 2014,
held all the shares in Recipharm. After a separation

of ownership that was previously joint, Lars Backsell
owns approximately 12.9 percent of the capital and
approximately 38.7 percent of the votes in Recipharm
through his wholly-owned company Cajelo Invest AB,
and Thomas Eldered owns approximately 20.6 percent of
the capital and approximately 41.1 percent of the votes
in Recipharm through his wholly-owned company Flerie
Participation AB.

Minority Seller
PerAke Oldentoft

Nasdaq Stockholm
Nasdaq Stockholm AB

Offering
The offer to acquire shares in Recipharm set forth in this
Prospectus.

Prospectus
Recipharm’s prospectus in connection with the Offering.

Recipharm, the Company or the Group

In this Prospectus, “Recipharm”, “the Company” or
“the Group” mean Recipharm AB (publ), reg. no.
556498-8425, or, depending on the context, the group
in which Recipharm AB (publ) is the parent company.

Shares
Shares in Recipharm in the Offering.

Subscription Rights
Rights entitling to subscribe Shares in Recipharm in the
Offering.

Swedbank AB (publ), or as applicable

Swedbank Corporate Finance (a division of Swedbank AB
(publ)).
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GLOSSARY
API
Active pharmaceutical ingredient

Batch
Manufacturing order (or part thereof)

Beta lactams

Antibiotic agents containing a beta-lactam ring in their
molecular structures. Most beta lactams are either peni-
cillin or cephalosporins.

Big Pharma

Large companies that are usually active throughout
the whole value chain, including development,
manufacturing, marketing and sales.

Branded generics
Generic name of drug products that are either:

1) a new dosage form of a drug that lacks a patent and
is produced by a manufacturer that was not involved
in the discovery of the molecule in question; or

2) a copy of the relevant molecule in a non-patented
drug with a specific brand name.

CDMO
Contract Development and Manufacturing Organisation -
A supplier of development and manufacturing services.

CMC
Chemistry, Manufacturing and Control

CMO
Contract Manufacturing Organisation - A supplier of
manufacturing services.

Emerging Pharma

Smaller pharmaceutical companies with no or few drugs
on the market, usually with drugs candidates that are in
the process of regulatory approval.

US FDA

U.S. Food and Drug Administration, the U.S. agency that
controls all aspects of development, manufacture and
commercialisation of pharmaceutical products in the
United States of America.
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Freeze-drying/Lyophilisation

Some pharmaceuticals are freeze-dried during the
manufacturing process, to remove water from the sub-
stance. The substance is at first frozen and then placed
in a vacuum, which evaporates the water. This method is
very lenient, thus, it is used for substances that are heat
sensitive.

Generic, Generic drugs
Low-price copies of drugs for which the patents have
expired.

Generic Pharma
Companies active in the development, marketing and
sales of non-patented drugs.

GMP
Good manufacturing practice

Granules

Pharmaceutical form consisting of tiny grains that are
intended to be taken orally. The grains may be small
and powder-like or larger. Sometimes the grains are
dissolved in liquid that is swallowed or mixed into food.

Outsourcing
An arrangement whereby a company pays another
company to handle one or more processes.

Primary manufacture
Manufacture of ingredients for pharmaceuticals.

Secondary manufacture
Manufacture of finished pharmaceuticals.

Semi-solid products
For example creams and ointments.

Solid products
For example pills and capsules.

Specialty Pharma
Pharmaceutical companies that mainly develop new
drugs based on proven active substances, licensing or

acquiring drugs from other pharmaceutical companies.
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Addresses

ADDRESSES

THE COMPANY
Recipharm AB (publ)
Lagervagen 7

SE-136 50 Jordbro
Sweden

Tel: +46 (0)8 602 52 00
www.recipharm.com

FINANCIAL ADVISORS TO THE COMPANY
DNB Bank ASA, filial Sverige

Regeringsgatan 59

SE-105 88 Stockholm

Sweden

Tel: +46 8-473 41 00

www.dnb.se

Handelsbanken Capital Markets
Blasieholmstorg 11

SE-106 70 Stockholm

Sweden

Tel: +46 8-701 10 00
www.handelsbanken.se/capitalmarkets

Swedbank AB (publ)
Landsvagen 40
SE-172 63 Sundbyberg
Sweden

Tel: +46 8-585 900 00
www.swedbank.se

AUDITORS

Ernst & Young AB
Jakobsbergsgatan 24
Box 7850

SE-103 99 Stockholm
Sweden

LEGAL ADVISOR TO THE COMPANY
Setterwalls Advokatbyra AB

Sturegatan 6

Box 1050

SE-101 39 Stockholm

Sweden

Production: Borstryck/Narva
Print: Elanders, 2016
Translation: Fluid Translation AB
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