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MOBERG PHARMA IN BRIEF

A DIFFERENT KIND OF
PHARMACEUTICAL COMPANY

BUSINESS MODEL

Moberg Pharma commercializes internally developed, acquired
and licensed pharmaceuticals and brands in the global market.
The company has its own distribution and marketing operations
in the U.S. and has an established network of distributors and
partners in other regions of the world. Production is conducted
through contract manufacturers.

ACHIEVEMENTS 2013
© Sales increase of 40 percent

© Kerasal Nail™ becomes the best-selling OTC product in the
nail fungus category in the U.S.

© Distribution agreement with Menarini for Kerasal Nail in China

© Positive interim data after six months of treatment with
MOB-015

© Expanded portfolio through development and launch of
Kerasal NeuroCream™ and acquisition of Domeboro®, Van-
quish® and Fergon®

FOCUS AREAS 2014
© Continue to drive growth in our U.S. sales operations

© Support the continued successful launches of Moberg Phar-
ma’s distributors and expand to new geographical regions

©® Complete the Phase IT clinical trial on MOB-015 and initiate
out-licensing process

©® Active business development with a focus on adding OTC
products in the U.S. and pipeline assets
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PRODUCT PORTFOLIO

PRODUCT

INDICATION STATUS

Nalox™

Kerasal Nail™

Direct sales in the U.S.
Launched by 10 partners in
25 markets

Damaged nails, for
example caused by
nail fungus or psoriasis

Kerasal® Dry feet and Direct sales in the U.S.
cracked heels Launched by 14 partners in
Foot pain 15 markets
JointFlex®  Arthritis and muscle pain  Direct sales in the U.S.
Launched by 15 partnersin
22 markets
Domeboro® Itching and minor Direct sales in the U.S.
skin irritation
Vanquish® Headache, menstrual pain, Direct sales in the U.S.
back and muscle pain and
cold pain
Fergon® Iron supplement Direct sales in the U.S.

DISTRIBUTION OF PRODUCT SALES IN 2013

Kerasal®

JointFlex® MSEK 26

MSEK 33

Nalox™/
Kerasal Nail™
MSEK 98
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MOBERG PHARMA IN BRIEF

40,

SALES INCREASE 2013

2013 IN FIGURES:

Revenue MSEK 157.4 (112.5)
EBITDA loss of MSEK 7.9 (profit: 13.3)
Net loss after tax MSEK 11.4 (profit: 35.8)
Loss pershare SEK 1.01 [earnings: 3.68]

Earnings per share SEK 3.68 (loss: 0.82)

LARGEST SHAREHOLDERS:

Shareholders

% of votes and capital

The Baltic Sea Foundation 191
Six Sis Ag, W8imy 13,9
Bure Equity Ab (Publ) 8,3
JPM Chase Na [Altaris Capital Partners) 6,9
Insurance company, Avanza Pension 53
FINANCIAL CALENDAR

Annual General Meeting May 13, 2014
Interim report for January-March 2014 May 13, 2014

Interim report for January-June 2014

Interim report for January-September

August 13, 2014
November 14, 2014
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SIGNIFICANT EVENTS DURING THE YEAR

MARCH
© Moberg Pharma discontinues clinical development program
for Limtop.

APRIL

© 2013 Annual General Meeting. To reflect the Group’s wider
focus following the acquisition of Alterna LLC, the AGM
resolved on a change of name from Moberg Derma to Moberg
Pharma.

MAY
© License agreement with Paladin for Kerasal Nail™ expanded to
Mexico.

© Patient enrollment completed in clinical study of MOB-015.

JULY
© Moberg Pharma issues a private placement to Bure Equity,
which provides a contribution of approximately MSEK 36.

© Moberg Pharma and Menarini expand distribution agreement
for Kerasal Nail™ to include China.

AUGUST
© The internally developed product, Kerasal NeuroCream™, is
launched in Walmart and major drugstore chains in the U.S.

OCTOBER

© Distribution agreement signed with Leosons International for
Kerasal Nail™ in the Middle East and North Africa. A launch
is expected during 2014. Agreement encompasses 16 markets.

NOVEMBER
© Good start for Kerasal NeuroCream™ — leading drugstore
chain Walgreens significantly increases distribution.

DECEMBER

© Moberg Pharma acquires three well-established, OTC brands
in the U.S. from Bayer HealthCare. Annual sales for the
products total approximately MSEK 20.

© Moberg Pharma reports positive interim results from the
Phase II clinical trial for MOB-015. Results indicate that
after six months of treatment with MOB-015, 40 percent of
the patients were mycologically cured (free from nail fungus).
No side effects related to the product were identified.



CEO COMMENTARY

Dear Shareholders,

2013 was an eventful year with notable
successes, as well as some setbacks.
Sales to our distributors were weaker
than anticipated and, at the beginning
of the year, we discontinued the Limtop
project. At the same time, our U.S.
operation developed successfully with
organic growth of 31 percent. Kerasal
Nail™ doubled its market share to ne-
arly 20 percent and is now the mar-
ket-leading product in its segmentin
the U.S. In 2013, we also continued to
launch new products based on inter-
nal product development. The year
closed positively, with the acquisition
of a portfolio of OTC drugs for the U.S.

! Based on retail dollar sales of branded nail fungus products in the foot care section at
MultiOutlet retailers as reported by SymponyIRI for 4 weeks ending December 29, 2013.
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market, and highly encouraging inte-
rim results for MOB-015, our main
product under development.

MOBERG DERMA BECOMES MOBERG PHARMA

The change of name to Moberg Pharma was a natural step in the
company’s development. With the acquisition of our U.S. opera-
tion, our business was broadened to include products beyond the
area of dermatology. The new company name reflects our strat-
egy of focusing on additional areas beyond skin conditions. Our
focus on developing pharmaceuticals based on proven compounds

remains.

UNDERLYING POSITIVE GROWTH CONTINUES

Our product sales continued to show robust growth in 2013.
After the successful launch of Nalox in the Nordic region during
2010-2011, expectations were high that Nalox would grow rapidly
in the rest of Europe. Major orders were placed in 2012, which
resulted in high inventory levels among our distributors, primarily
Meda. Sales to end customers in 2013 did grow, but at a slower rate
than anticipated, partly due to intensified competition. As a resul,
orders from our distributors were lower than the previous year.
Nevertheless, the underlying sales to drugstores and consumers
did trend positively in 2013. We continue to be the market leader

Peter Wolpert




CEO COMMENTARY

in the Nordic region, with a market share of 40 percent and, grew
our market share considerably in key markets such as France, the
Netherlands, Italy and Austria.

In the U.S. - where we have our own sales and marketing oper-
ation - performance has been excellent in 2013. Sales for Kerasal
Nail™ grew by 86 percent and reached a market share of 20 percent.
We have broadened our distribution further, adding key retailers,
such as Target and several regional chains. Kerasal Nail™ is now
available at more than 30,000 retail outlets throughout the U.S. In
2013, Kerasal Nail™ became the market-leading product in its cat-
egory in the U.S., including at major retailers such as Walgreens,
CVS, Rite-Aid and Walmart. We foresee continued growth poten-
tial for the product in the U.S., with key drivers for growth being
a strong brand, a good sales force and excellent marketing capa-
bilities. In 2013, direct sales increased rapidly as a percentage of
total sales, resulting in improved gross margin, from 72 percent
to 77 percent.

In 2013, we worked intensively to provide support to our part-
ners and distributors, particularly in connection with launches in
new markets such as Canada, Spain and Turkey, which will contrib-
ute to the growth of our distribution sales in 2014. We also signed
new distribution agreements in China, Mexico, the Middle East
and Africa, and eatly in 2014, in Southeast Asia as well. Provided
that the pattern is similar to previous launches, distributor sales will
contribute to the company’s growth in the years ahead.

“Product sales have continued to
show robust growth in 2013.”

MOBERG PHARMA NORTH AMERICA

Our North American operation has performed excellently follow-
ing our acquisition in November 2012 and immediately became
the engine behind the company’s robust growth. Through a
well-functioning marketing organization, we sell our own brands
in the world’s largest pharmaceuticals market.

In 2013, 60 percent of total revenues were derived from sales in
the U.S. market. Proprietary sales create new strategic opportuni-
ties. We are deepening our knowledge of end customer needs and
have the capacity to launch additional proprietary brands. By doing
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s0, we can retain a major portion of earnings and all of the brand
equity, while we also control marketing stategy and spending.

We see the potential to generate considerable value by develop-
ing and marketing products under proprietary brands and by gain-
ing leverage from the U.S. distribution platform. Consequently, we
successfully launched the internally developed new product Kerasal
NeuroCream™ in 2013 under our brand Kerasal®. We also acquired
three well-established OTC drugs from Bayer Healthcare. All of the

new additions will contribute to sales and earnings in 2014.

“Our North American operation has
performed excellently following our
acquisition in November 2012.”

BUSINESS DEVELOPMENT IN FOCUS DURING 2013

The innovation engine is the name of our process for creating and
evaluating a continuous flow of new ideas and products — includ-
ing external as well as internal opportunities. This engine was run-
ning at high speed during 2013, when we analyzed a large number
of business opportunities, focusing on products for the U.S. mar-
ket that could directly contribute to earnings. The acquisition of
Alterna at the end of 2012 provided us with a strong distribution
platform for OTC products in the U.S. market and our priority in
2013 was to achieve economies of scale in this platform through
organic growth and by acquiring additional OTC brands. Conse-
quently, it was satisfying to be able to close the acquisition of three
OTC brands from Bayer in December. These will contribute posi-
tively to both sales and earnings in 2014. We intend to maintain a
high level of activity in business development during 2014.

POSITIVE TREND IN OUR DEVELOPMENT PORTFOLIO

In addition to M&A and in-licensing, our internal development
is an important source of new products for increasing the product
portfolio. Our aim is to satisfy the needs of patients for new treat-
ments in commercially attractive niche markets. We are particu-
larly interested in brands and products that will not only capture
market share, but that can develop a niche market through their
unique advantages.
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CEO COMMENTARY

Our development project in clinical phase — MOB-015 (nail fun-
gus) — meets these criteria and has the potential to change the
treatment pattern within its field. Following initial setbacks to the
project, it was a pleasure to announce positive interim data for
MOB-015 in late 2013. After six months of treatment with MOB-
015, 40 percent of the patients were mycologically cured (free from
nail fungus). The data is highly encouraging and, if the end result
follows the trend from the interim data, MOB-015 has the poten-
tial to become a considerably larger product than Kerasal Nail™
We expect final data from the study in the second half of 2014.

ESTABLISHMENT OF ADIFFERENT KIND OF PHARMA
COMPANY

In spite of challenges in 2013, we succeeded in advancing the
company’s position on most fronts, with an increase in sales of 40
percent, closing of an attractive acquisition and excellent interim
data for our lead clinical program.

"We are progressing towards our
vision to build a different kind of
pharma company”
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Our current portfolio and the opportunities before us in terms
of acquisition/in-licensing provide a strong base for moving the
company toward our financial objective of achieving an EBITDA
margin of at least 25 percent within three years, while maintaining
healthy growth.

On my own behalf and on behalf of the Board of Directors
and the shareholders, I would like to express my appreciation for
the hard work and results accomplished by our team. Thanks to
you, we have made additional progress towards our vision of build-
ing a different kind of pharma company. We will continue to strive
to make a difference for patients, shareholders and employees
through our unique combination of commitment, entrepreneutr-
ship and expertise in marketing and development.

LA

PETER WOLPERTJ§ CEO AND FOUNDER

HISTORY

In December, positive
interim results were
reported from the ongoing
Phase Il clinical trial for
MOB-015. After six months
of treatment with MOB-015,
40 percent of the patients
were mycologically cured
(free from fungus).

Name changed to
Moberg Pharma

Moberg Derma estab-
lishes its own market
presenceinthe U.S.
through the acquisition
of Alterna LLC.

Listing on NASDAQ
OMX. Nalox™ continues
to grow sharply, with
manifold expansionin
the Nordic market.

Distribution agreement
forthe Nordic region
signed with Antula (cur-
rently Meda OTC] for
Nalox™.

Peter Wolpertand
Marie Moberg establish
Moberg Derma.

2013

2012
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2007

|_>

2006

4

4+ 4

The acquisition of the prod-
ucts Domeboro®, Van-
quish® and Fergon® in the
U.S. from Bayer Health-
Care.

During the year, a distribu-
tion agreement was signed
with Leosons International
for the marketing of Kerasal
Nail™in the Middle East and
North Africa. In addition,
the distribution agreement
with Menariniwas expanded
toinclude China and the
distribution agreement with
Paladin to include Mexico.

Broadening of the distri-
bution network for
Nalox™through agree-
ment with Paladin. The
product is launched on
20 markets, with a
strong sales trend.

Distribution agreement
with Meda and Mena-
rini for Nalox™ for
markets with 600
million inhabitants.

Launch of Kerasal
Nail™in USA.

Nalox™ receives mar-
ket approval and
becomes market
leaderin the Nordic
region after one quar-
ter of the year.

Clinical phase Il trial
for Nalox™ completed.
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MARKETING AND SALES

MARKETING AND SALES

Moberg Pharma has a direct sales and
marketing organization in the U.S. In
other markets, the company’s pro-
ducts are commercialized via distri-
butors. The company focuses on niche
markets, in which there often is less
competition from global companies.

SMALL COMPANIES CAN MAKE A DIFFERENCE IN NICHE
MARKETS

Competition in the global pharmaceuticals market is razor-sharp
and the requisite investment stakes are high. The largest multina-
tional companies invest vast resources in the fight for market share
within the major therapeutic fields such as the treatment of high
blood pressure, excessive blood lipids, cancer and immunological
diseases. These areas require enormous investments in research,
development, marketing and infrastructure to be successful, while
government authorities and insurance companies are simultane-
ously struggling to minimize treatment costs.

The situation is different in niche markets, such as the treat-
ment of foot problems or skin conditions, where smaller companies
such as Moberg Pharma are able to establish successful operations.
The commercial potential for small companies is substantial, since
the market is fragmented and specialized players, such as Moberg
Pharma, can add value by offering globally attractive products.
The route to success in these types of niches is to be able to develop
or acquire products with unique characteristics that meet require-
ments of patients, using limited funds and without assuming
excessive risk. Moberg Pharma has proven its ability to accom-
plish this through a structured and purposeful work method. This
is described in greater detail in the “New products and business
opportunities” section on page 18.

“Moberg Pharma establishes strong
brands through the target-oriented
marketing of unique products.”

MARKET FOR DERMATOLOGICAL PHARMACEUTICALS
Diseases that attack the skin are common and affect many hun-
dreds of millions of people.

The U.S. is the largest market - fungal infections are the
most common

Although the dermatological-drug segment corresponds to barely
three percent of the total pharmaceutical market, sales of pre-
scription and OTC products in 2011 totaled approximately 20
BUSD"?. Prescription products are prescribed by general practi-
tioners and dermatologists (skin specialists), while OTC products
are purchased directly by end customers in pharmacies, in grocery
stores and through dermatologists and podiatrists. The most com-
mon afflictions that require treatment are infections (primarily
fungal infections), a field that yielded sales revenues of approxi-
mately 4 BUSD in 2010. Eczema, acne, psoriasis and sun-related
damage are other common conditions that require treatment. The
U.S. is the largest geographical market, accounting for 46 percent
of global sales in 2010.?

Aging population and improved therapy are driving growth

The incidence of many skin conditions, including nail fungus,
increases with age. The dermatological field is dominated in most
of the indications by older, non-patented products and generic
competition. Since few dermatological drugs have been launched
in recent years, there is a considerable need for new pharmaceu-
ticals and treatment methods. Future growth will be driven by

! Visiongain, Dermatological Drugs: World Market Prospects 20122022
*IMS Health market prognosis, May 2012
*Business Insights, Dermatology Market Outlook to 2016
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the areas where new patent-protected products will be the leading
treatment alternatives. New products comprise both improved for-
mulas and entirely new substances. The scope for new formulation
technologies is increasing in pace with the continuously rising
number of proven compounds losing their patent protection.

“There is a considerable need for
improved formulations of proven
compounds for skin conditions.”

TOPICAL TREATMENT OF PAIN

While joint and muscle pain are admittedly not skin diseases, the
administration of analgesic compounds through the skin (top-
ical treatment) can frequently achieve positive treatment results
without the need to expose the entire body to pharmaceuticals.
Through new technologies that improve the skin’s absorption of
analgesic substances, topical therapy can be further improved
to provide faster alleviation and reduce the risk of systemic side
effects. The over-the-counter (OTC) portion of this niche gener-
ated sales of approximately 475 MUSD in the U.S. during 2013.!

OTC GROWING EVER STRONGER

The emergence of the Internet and other media enables patients to
be better informed and are thus willing to self-diagnose and inde-
pendently choose treatments for simple discomforts.

‘This behavior pattern, combined with greater access to products,
is generating growth in the market for self-care products with a
medical profile. OTC pharmaceuticals and self-care products rep-

40 BUSD

U.S. MARKET FOR OTC DRUGS

resent 12 percent of the total pharmaceuticals market and have
expanded faster than prescription drugs during the past five-year
period.” Growth is expected to continue to be driven by additional
switches of drugs from prescription to OTC, increased invest-
ments in strong brands and rising demand in emerging markets.
Authorities are contributing to the growth in the self-care segment
by steadily reducing reimbursement and encouraging the indus-
try to provide OTC drugs for simpler complaints. Dermatology
products represent one of the fastest growing categories, due, for
example, to the increasing focus on a young and healthy appear-
ance. Moberg Pharma’s assessment is that the trend will continue
and that more dermatological products will be sold without reim-
bursement. Through a proprietary distribution platform, Moberg
Pharma is well positioned to cater to this trend in the world’s larg-
est market.

! Retail Sales Food/Drug/Mass including Walmart 52 Weeks Ending December 29,
2013 as reported by IRI.

> AESGP 2012: IMS - The Rising Tide of OTC in Europe.
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U.S. MARKET FOR OTC PRODUCTS

Sales of OTC pharmaceuticals in the U.S. in 2013 totaled some
42 BUSD, with an annual growth of about 5 percent . Leading
product categories include nutritional supplements, cold med-
ications and OTC drugs for various types of pain. Contrary to
prescription drugs, OTC pharmaceuticals are sold directly to end
consumers and primarily through drugstores and grocery stores.
Branding and marketing are focused on selected customer catego-
ries and are thus highly important for driving sales. The market is
not only driven by the demographic trend of an aging population,
but also by a general increase in health consciousness and oppor-
tunities for self-medication. Additionally, the rise of social-media
networks and direct marketing channels has enabled more efli-
cient marketing. The greatest indication areas are dominated by
leading consumer-goods players such as Procter & Gamble, J&J
and Reckitt Benckiser. For niche indications, the market is con-
siderably more fragmented. As distinct from the European mar-
ket, with its large number of small pharmacies, the U.S. market
for OTC pharmaceuticals is more consolidated with a handful of
major drugstores. The three largest, Walgreens, CVS and Rite Aid,
and the two largest mass retailers, Walmart and Target, control
approximately 57 percent of sales of OTC drugs in the U.S. Add-
ing major retailers such as Kroger, Publix, Safeway, Kmart and
Ahold, the figure becomes nearly 70 percent. This means that by
using an efficient distribution solution, even a small company such
as Moberg Pharma with limited resources can successfully par-
ticipate in this enormous market, which is described in detail on
page 12.

! Source: Nielsen Scantrack Total US xAOC 52 weeks ending CY2012.
Projected estimate for 2013 based on current growth rate.
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Small and midsize companies dominate the

dermatology market

No major multinational pharmaceutical companies specialize
entirely in dermatological diseases. Among the major multina-
tional companies, Merck, Novartis and GSK/Stiefel Laboratories
are active in the segment. A number of midsize pharmaceutical
companies are also active in the area, such as Galderma, Leo,
Almirall, Astellas, Bayer HealthCare (Intendis), Meda, Valeant
and regional dermatology companies. The dermatology market
and self-care offer favorable potential to generate value for a spe-
cialized player such as Moberg Pharma. The need for new, innova-
tive products is considerable in a number of indication areas, both
for prescription and OTC products. The current restructuring of
the industry is also creating attractive business opportunities.

“The dermatology and OTC markets
offer great potential to build values
for a specialized player such as
Moberg Pharma.”

HOW WE REACH THE END CUSTOMER

Moberg Pharma’s strategy is to limit risk and avoid large invest-
ments in infrastructure. Since the company commercializes its
products globally, Moberg Pharma’s approach differs from that of
regional dermatology companies. By focusing on selected niches,
combined with a clear strategy for using various channels to reach
the company’s end customers, Moberg Pharma, using limited
resources, has been able to secure a market presence in major

REVENUE DISTRIBUTION IN PERCENT, 2013

JointFlex®
21%

Via distri-
butors
40%

Proprietary
sales
60%

Channels

Products

RoW
Kerasal® 12%
17%
North America
60%
Europe
28%
Nalox™/
Kerasal Nail™
62%
Geography
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regions worldwide in just a few years. Currently, commercializa-
tion is taking the form of proprietary sales in the U.S. and through
distributors and partners in other markets. Moberg Pharma’s key
partners are Meda AB and Menarini Group, which account for the
marketing and sale of Nalox™ in most of Europe as well as Kerasal
Nail™ in China and Southeast Asia.

IN-HOUSE MARKETING AND SALES

Moberg Pharma has conducted direct sales and marketing in the
U.S. since November 2012, when the company acquired its former
market partner Alterna LLC.

Moberg Pharma North America LLC (formerly Alterna LLC),
with its head office in Cedar Knolls, New Jersey, is an established
supplier, which, through successful sales and marketing, has cre-
ated credibility and good relationships with retailers and consum-
ers in the U.S. A close dialogue is established with customers and
feedback is monitored carefully as part of efforts to ensure con-
sumer satisfaction.

The company offers its products to consumers through a large
number of retailers, drugstores/pharmacies, retail food chains, podi-
atrists and Internet retailers. Sales optimization, earnings for the
company’s business partners and value for the consumer are achieved
by matching the right products with the right sales channels. Sales
to retailers are managed by Moberg’s employees and by outsourced
sales representatives who interface with major retail chains.

The retailer network in the U.S. includes drugstores/pharma-
cies, such as Rite Aid, Walgreens and CVS Pharmacy, major mass
retail chains including Walmart and Kmart, wholesalers such
as McKesson and Cardinal Health as well as retail food chains
including Publix, Safeway, Ahold and Albertsons. The U.S. OTC
market is consolidated with the ten largest retailers accounting
for almost 70% of the total sales., which enables a smaller player
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DIRECT SALES

Pharmaceutical
development

Clinical development

Sales and marketing

Registration

Manufacturing

Business development

SALES THROUGH DISTRIBUTORS

Pharmaceutical
development
Clinical development

<— Distribution agreements ——»

Manufacturing

Business development

SALES THROUGH LICENSE PARTNERS <

\

Pharmaceutical
development
Clinicald

Business development

to address the market with a focused organization. The growth in
our U.S. sales has far exceeded the underlying market growth for

OTC drugs in the U.S.

License agreements

M Moberg Pharma Partners

“Moberg Pharma North America is
growing faster than the market”
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DISTRIBUTOR AND PARTNER AGREEMENTS

In line with the company’s cooperation model with distributors,
Moberg Pharma is responsible for the manufacture and delivery of
finished products, while the distributor is responsible for the sale
and marketing spending. Moberg Pharma’s marketing department
supports the distributors by developing marketing concepts, sales
strategies and marketing materials.

The distributors’ marketing work is targeted at patients, phar-
macies and physicians. Since Moberg Pharma’s current products are
OTC, consumer marketing via TV and other media is important.
The mix of marketing programs differs between markets, depending
on the degree to which patients personally make decisions — in some
markets, consultation with physicians or pharmacy personnel plays
a greater role than in other markets. For example, it may be noted
that physicians in Southern Europe normally have greater influence
over the choice of OTC products than is the case in Scandinavia.

At year-end 2013, Moberg Pharma had agreements with some
30 distributors for product sales covering more than 60 countries,
with the most significant markets comprising the major countries
in the EU, Russia, Turkey, China, Australia and the Middle East.
The most significant agreement to date, with Meda, covers most of
Europe. The agreement with Menarini, which commenced in Italy
in 2012, was expanded to include China in 2013, and Southeast
Asia in February 2014. Paladin Labs, Moberg’s partner in Can-
ada, Mexico and South Africa, has been acquired by Endo Health
Solutions, a transaction that is expected to be completed in the
first half of 2014. With Meda, Menarini and Endo, the company
now has three of the world’s 50 largest pharmaceutical companies
as business partners for the sale of Kerasal Nail™

License agreements

Moberg Pharma has a different approach to managing risk com-
pared with companies that pursue typical pharmaceutical devel-
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opment. By basing the company’s product development on proven
compounds, targeting operations at commercially attractive
niches and, in selected cases, sharing risks with strong partners,
the company can capitalize on its expertise and better steer its
future. Moberg Pharma’s objective is to commercialize some of its
development projects through license agreements. In such cases, a
license partner assumes responsibility for continuing development
work, registration and marketing in certain geographic areas, and
pays license fees to Moberg Pharma.

A SMALL COMPANY WITH A LARGE RANGE -

HOW MOBERG PHARMA REACHES U.S. CONSUMERS

The route from Moberg Pharma’s development team in Bromma,
Sweden, to an individual consumer somewhere on the U.S. conti-
nent may appear long. For a small company like Moberg Pharma it
is, of course, also a challenge to ensure full distribution and effec-
tive marketing of products in the largest OTC market in the world.
The company manages this task through a proprietary marketing
team in the U.S. that works with an extended network of partners.
Partnering with external manufacturers, logistics experts, whole-
salers and specialized sales organizations allows Moberg Pharma
North America to focus its internal work on brand management
and execution of marketing strategies and plans.

“We are pleased with the tremendous growth we achieved
this year with our Kerasal® brand. Over the past 52 weeks ending
December 29, 2013, retail sales of our products sold under the
Kerasal® brand grew at an aggregate 67%,” says Steve Cagle, CEO
of Moberg Pharma North America LLC. “With an 86% growth
rate, Kerasal Nail™ drove the overall increase in sales of the brand
and reached a market leading position with 20% market share by
the end of the year. The launch of our new Kerasal NeuroCream™
Foot Pain Reliever was also a significant growth driver, and pro-
vided entry into a new segment of foot care.

“Kerasal Nail™ is distributed through
30,000 points of sale, including

the largest chains, Walmart, CVS,
Walgreens, Target and Rite Aid.”

Steve Cagle



MARKETING AND SALES
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“Moberg continued to add new distribution for its products in
2013. We added Target, the fifth largest OTC retailer in the U.S,,
to the list of retailers carrying Kerasal Nail, along with numerous
regional food and drug retailers. Walmart, Walgreens, CVS, and
Rite Aid added our Kerasal NeuroCream™ foot pain reliever to
their foot care category in late 2013. We take this as a clear sign
from our customers that they are pleased with our performance,
and interested in new innovation.”

“Moberg has demonstrated to its retail customers that it can
successfully market niche OTC brands. Moberg consistently sup-
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ports its brands with effective consumer and trade marketing, and
as a result has built strong loyalty among consumers. According
to shopper purchase data from two of our larger drug chain cus-
tomers, Kerasal®, Kerasal Nail™, and JointFlex” have the highest
loyalty ratings, repeat purchases, and market basket dollar values
compared to their competitors. Moberg’s brands are valuable to
retailers because they offer high margins and keep customers com-
ing back into the store.”

“Our operations in the U.S. provide us with a strong plat-
form to make acquisitions and launch new products. The recent

acquisition of the Domeboro®, Vanquish®, and Fergon® from Bayer
Healthcare, gives us an entry into the topical first aid category
at major retailers and also increases the breadth of our analgesic
offering.”

“Kerasal Nail™ is currently the
market-leading product in its niche
market segment in US drugstores
and Walmart”



PRODUCTS LAUNCHED

PRODUCTS LAUNCHED

During the year, Kerasal Nail™
(Nalox™ / Emtrix®] was launched in an
additional seven markets and the pro-
duct is now available in 27 countries. .
The company’s product sales rose 84 .
percent compared with the preceding
year. At the end of 2013, three
well-established brands in the U.S.
market were acquired - Domeboro®,
Vanquish® and Fergon®.

PRODUCT INDICATION STATUS
Nalox™ Damaged nails, for exam- Direct sales in the U.S.
Kerasal Nail™ ple caused by nail fungus  Launched by 10 partners in
or psoriasis 25 markets
Kerasal® Dry feet and Direct sales in the U.S.
cracked heels Launched by 14 partners in
Foot pain 15 markets
JointFlex® Arthritis and muscle pain  Direct sales in the U.S.
Launched by 15 partners in
22 markets
Domeboro® Itching and Direct sales in the U.S.

irritated skin

Vanquish® Headache, menstrual pain, Direct salesinthe U.S.
back and muscle pain and
cold pain

Fergon® Iron supplement Direct sales in the U.S.
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B Moberg Pharma have distribution agreements i
place for more than 60 countries.

n
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NET SALES BY GEOGRAPHICAL MARKETS (MSEK) GROSS MARGIN ON PRODUCT SALES % AVERAGE GROWTH IN PRODUCT
2013 2012 excluding acquisition-related costs and non-recurring items SALES PER QUARTER

ROW ROW %
Europe Europe
19.6 MSEK 43.5 MSEK 8.1 MSEK 84.1 MSEK 100 4
America 77
20.3 MSEK 80+ 72
60 -
40 -
America 20 4
94.3 MSEK
0
Total 157.4 MSEK Total 112.5 MSEK 2012 2013
15 CONSECUTIVE QUARTERS OF SALES GROWTH Product sales rose 84 percent compared the preceding year. Net
Product sales - Rolling twelve months sales of Kerasal Nail™/Nalox™ accounted for 62 percent of the com-
pany’s total revenue. The company’s product portfolio increased
MSEK to six products during the year. Since the products, Domeboro®,
200 Vanquish® and Fergon® were acquired at the end of December

2013, only a minor portion of their sales were recognized in the
year’s accounts. More than 90 percent of the company’s revenues
derived from markets outside the Nordic region. The gross margin
on product sales rose from 72 to 77 percent.

Product sales developed well, with average growth of 18 per-
cent per quarter since 2011 (see diagram). Nalox™ is sold to con-
sumers through pharmacies, convenience goods stores and retail
outlets.

Q1 G2 Q3 Q4'Q1 G2 Q3 Q4'Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
2010 20M 2012 2013
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PRODUCTS LAUNCHED
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KERASAL NAIL™ (NALOX™ IN SWEDEN) - ANEW APPROACH
TO TREATING NAIL DISEASES

Kerasal Nail™ is used in the treatment of discolored and damaged
nails caused primarily by nail fungus. The product is marketed in
the U.S. by Moberg Pharma’s U.S. subsidiary. In other markets,
the product is sold under the names, Nalox™, Naloc™, Emtrix”
and Cremolan’. For sales beyond the U.S, Moberg Pharma had
agreements at year-end 2013 with ten distributors covering more
than 60 markets with a total population of 3 billion people, for
which the most significant markets are the major countries in the

EU, Russia, Turkey, China, Australia and the Middle East. The
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product has not yet been launched in Russia and China. The most
important cooperation to date, with Meda, covers most of Europe.

In 2012, Menarini conducted a launch in Italy and in 2013
Paladin Labs launched the product in Canada. Paladin has been
acquired by Endo Health Solutions. Along with Meda, Menarini
and Endo, the company now has three of the world’s 50 largest
pharmaceutical companies as business partners for the sale of
Kerasal Nail™. The partnership with Menarini was expanded in
2013 to include China. The Chinese market for OTC drugs is
growing rapidly and presents significant long-term growth oppor-
tunities. Preparatory work has commenced for market approval
in China. In 2013, the product was launched in countries such as
Canada, Turkey and Spain, and is currently sold in a total of 27
countries. Partners in additional markets are preparing interna-
tional launches.

Product sales of Nalox™/Kerasal Nail™ in 2013 totaled
93 MSEK, growth of 19 percent.

INDICATION AND PATIENT REQUIREMENTS

Nail fungus is the most common cause of damaged nails. The con-
dition is difficult to treat and the treatment duration is usually
long, since it takes time for a healthy nail to grow out. Existing
treatment alternatives for nail fungus comprise various anti-fungal
compounds. Tablet treatment is efficacious but entails safety risks,
such as side effects in the form of gastric and liver problems and
interaction with other pharmaceuticals, while topical preparations
have historically been viewed as having limited efficacy. Kerasal
Nail™ meets the need for a new simple and effective topical treat-
ment with a favorable safety profile.

7 Arthur D. Little, Product potential assessment 2010, sales figures are translated from
local currency using exchange rates on September 30, 2010: EUR/USD 1.31

® Treatment of dermatomycosis. Information from the Medical Products Agency 6:2004,
2004

?Gupta et al, International Journal of Dermatology, October 1997

PRODUCT PROPERTIES AND CLINICAL RESULTS

Kerasal Nail™ is based on proven compounds which, in a pat-
ented combination, displayed strengthened keratolytic, emollient
and fungus and bacteria-inhibiting properties. The product is a
solution that is applied to the damaged nail once daily. Changing
the nail’s micro-environment and strengthening the nail surface
counteracts attacks from fungus and bacteria. These properties
have proven to be highly significant in attaining clinical efficacy.
Kerasal Nail™ provides visible improvements within 2—4 weeks. A
total of five clinical trials using Kerasal Nail™ and similar formu-
lations have been conducted on more than 600 patients for whom
the effects and safety have been confirmed. Since 2010, Kerasal
Nail™/Nalox™ has been registered as a medical device product (CE
marking) and thus the company has a permit to market the prod-
uct in the EU/EES.

MARKET FOR THE TREATMENT OF NAIL DISEASES

The total market for nail fungus is estimated to exceed 1.4 BUSD.”
Nail fungus is infectious and affects about 10 percent of the adult
population in the Western world.®* Among the over-50s, the preva-
lence is estimated to exceed 25 percent.’

>29

OF PEOPLE OVER THE
AGE OF 50 YEARS HAVE
NAIL FUNGUS
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KERASAL® - EFFECTIVE TREATMENT OF FOOT DISORDERS
Kerasal® is a podiatrist recommended product line for the effective
treatment of common and difficult-to-treat foot problems.

The Kerasal® line of products include Kerasal® Exfoliating
Foot Moisturizer for softening cracked heels and dry feet, Kerasal
Nail™ (described above) and Kerasal NeuroCream™ for relieving
stabbing, burning, tingling foot pain.

Kerasal® Exfoliating Foot Moisturizer is an effective ointment
previously only sold through podiatrists, but today the product is
currently sold in pharmacies, grocery stores and mass retail outlets
throughout the U.S. The product line also includes professional
products for resale only by specialists. The North American rights
for Kerasal® were acquired in 2005 from Taro Pharmaceuticals.
During 2010, the company expanded the distribution rights to an
additional 80 countries through an agreement with Spirig Pharma
AG, who originally developed the product. In addition to direct
sales sales in the U.S., Kerasal® is sold by 14 distributors in 15 mar-
kets. Sales of Kerasal® in 2013 totaled 26 MSEK (not including
Kerasal Nail™).
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Product properties and clinical results
Kerasal® Exfoliation Moisturizer Foot ointment contains salicylic
acid, an effective agent in softening the skin’s stratum corneum
(outermost layer of the epidermis), and urea (carbamide), for mois-
ture the skin and assisting in retaining the moistness in new cell
layers. The manufacturing process is patented. Several clinical tri-
als have been published confirming the efficacy of Kerasal® for the
treatment of extremely dry, rough and cracked skin on the feet.
Approximately 30 million Americans experience frequent foot
pain and many simultaneously suffer from cold feet and dry skin.
Painful, cold, dry feet may be associated with various conditions,
including diabetes, fibromyalgia, shingles, arthritis, joint pain, mus-
cle strain, or trauma. Kerasal NeuroCream™ is a triple action for-
mula that relieves stabbing, burning, tingling foot pain, warms cold
feet, and soothes and moisturizes dry skin. Kerasal NeuroCream™
is easily applied with a “no mess” foam applicator. The active ingre-
dients of Kerasal NeuroCream™, capsaicin and camphor, have a
well-established use as topical pain relievers, are naturally occurring
and derived from plants. Moberg Pharma has utilized its Fusome®
skin delivery system, currently used in Moberg’s JointFlex” Pain
Relieving Cream, to formulate Kerasal NeuroCream™, enabling a
rapid delivery of effective pain relievers to the pain source.

JOINTFLEX® - EFFECTIVE TOPICAL TREATMENT OF PAIN
JointFlex” is a topical treatment against joint and muscle pain that
offers lasting, improving pain relief. In addition to the original
cream formulation, JointFlex® ICE, a cooling lotion that is applied
using a roll-on application, has also been available since 2012. The
product line is sold in drugstores, grocery stores and mass retail
outlets throughout the U.S. The products are sold by Moberg
Pharma’s subsidiary in the U.S. and by 15 distributors in 22 mar-
kets. During 2013, sales of JointFlex® totaled 33 MSEK.

Product properties and clinical results

The products contain the analgesic substance camphor, as well as
glucosamine and chondroitin sulfate. The FUSOME™ technology
improves the skin’s absorption of the beneficial ingredients. Joint-
Flex” has been evaluated in a placebo-controlled clinical trial of
knee-joint degradation (arthrosis) that showed that patients expe-
rienced significant and prompt pain relief. The trial also showed
that the majority of users of JointFlex” gained improving pain
relief over the course of the study.
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DOMEBORO®

Domeboro” is a topical drug for the treatment of itching and minor
skin irritations, such as those caused by contact with poison ivy,
oak, and sumac, insect bites or reaction from detergents or cosmet-
ics. The product has a drying and astringent effect (contributes to
the contraction of blood vessels in the skin), which reduces inflam-
mation. The product has been on the market for over 50 years
and has wide distribution at drugstore chains. Moberg Pharma
acquired Domeboro® from Bayer HealthCare in December 2013
and the product will be marketed in the U.S. through Moberg
Pharma North America.
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VANQUISH®

Vanquish® is an analgesic tablet for the treatment of headaches,
menstrual pains, back and muscle aches and cold pains. Vanquish®
contains the active ingredients paracetamol (called acetaminophen
in the U.S.), acacetylsalicylic acid and caffeine. The product was
launched in 1964 and has distribution in Walgreens and Walmart,
as well as several smaller retail chains. Vanquish® was included in
the product portfolio that Moberg Pharma acquired from Bayer
HealthCare in December 2013.

FERGON®
Fergon® is an iron supplement that is marketed primarily for

women. The product is sold mainly via Rite Aid and through
wholesalers to independent pharmacies and retailers. Fergon® was
included in the product portfolio that Moberg Pharma acquired
from Bayer HealthCare in December 2013.
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NEW PRODUCTS AND
BUSINESS OPPORTUNITIES
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We are striving to expand the portfolio
to include products with unique pro-
perties that meet the needs of consu-
mers - through internal development
or acquisitions and in-licensing. To
date, the company has focused on tre-
ating skin diseases, but is also evalua-
ting other interesting niche markets.

>100

BUSINESS DEVELOPMENT
OPPORTUNITIES HAVE
BEEN EVALUATED IN 2013



NEW PRODUCTS AND BUSINESS OPPORTUNITIES

INNOVATION ENGINE

The “Innovation Engine” is Moberg Pharma’s structured process for business development. The hub
in the Innovation Engine is Moberg Pharma’s continuous search of new business opportunities, com-
bined with the company’s expertise in marketing and product development.

Patient needs - what does the customer want?
An explicit or implicit need among consumers in a commercially attractive niche is always the starting
point in the business development process. The need may have been identified and channeled through
someone in the company’s international network, such as scientific advisors, business part-

ners or distributors. In other cases, the company may have independently captured
the signals through its contact with consumers. Naturally, it may also involve an
idea from one of the employees in research and development, the marketing
departments, or from a Board member. Before Moberg Pharma invests in a :
new project concept, it conducts an in-depth study of the relevant market Patient needs
niche in an effort to assess the commercial viability. Moberg Pharma
finds it particularly attractive to identify and analyze “underserved
markets”, in which the company seeks the potential for rapid market
growth, assuming that a better treatment can be made available.

Search

“A consumer need in a commercially att-
ractive niche is always the starting point
in the business development process”

Commercialization - What is the best route to the end customer?

Since Moberg Pharma has the option to commercialize its products through direct sales, distributors

or business partners, the company can select the most favorable route to the market for each individual
product to maximize the risk-adjusted return on investment. Through our sales and mar-

keting operation in the U.S., we have excellent access to the world’s largest market

for OTC drugs.

Concept &
technology

Development
Concepts and technologies - How can Moberg Pharma satisfy CommeEre- Product development - How to minimize the risk and time to market
customer requirements? Bt Moberg Pharma’s strategy differs from that of many other pharmaceu-
alization
Moberg Pharma searches internally and externally when attempting to Product tical companies, since it focuses on projects that can reach the market
identify a good starting point for a new product. The company’s team development in a relatively short time and at a limited cost and risk level. A key factor

combines competencies in marketing, medicine, regulatory issues and drug

delivery. In addition to internal technologies, external technologies are also eval-

uated, as well as projects that have already made some progress towards a launch.

The company also searches through its network for already-marketed products that can

be increased in commercial value through repositioning or geographical expansion. This may be
implemented through in-licensing or by acquisitions.
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in this respect is to work with proven compounds whose effects on peo-

ple are already known, and through advanced drug delivery to improve the

product’s properties in respect of efficacy, safety profile and convenience. For

these types of projects, it is frequently possible to shorten the development period

and relatively rapidly commence a phase II trial to evaluate the product in a limited number

of patients, thus reducing the time to market and costs. Moberg Pharma works with products that
can be registered as pharmaceuticals, medical device products or cosmetics.
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One approach for reducing the commercial risk is to acquire estab-
lished brands that are non-core to their current owners, revitalize
marketing for the brand and then launch internally developed or
in-licensed products under this brand. There are many fine brands
in the portfolios of the major pharmaceutical companies that
would be of interest to acquire. We evaluated a number of these in
2013, which resulted in the acquisition of three OTC brands from
Bayer HealthCare. This strategy has to date been applied on OTC

drugs, but is equally relevant for prescription drugs.

Externally focused work increases the number of business
opportunities

When it comes to the generation and commercialization of new
products, Moberg Pharma evaluates internal as well as external
opportunities. Commercial potential, resource requirements and
risk profile are key criteria in making the selection. Some ideas for
new products are generated internally — frequently based on the
company’s skills in dermatology and drug delivery — but the com-
pany also proactively searches for external opportunities beyond
the company’s own walls. In addition to systematically screening
the market for interesting products and technologies, the company
also uses external advisors who specialize in searching for business
opportunities. Evaluation of business opportunities is conducted
on the basis of a structured model that involves employees and
external consultants with commercial, scientific and regulatory
competencies. The focus is on identifying projects or products
with unique benefits in their niches and which can be commercial-
ized at a limited cost and risk by utilizing the company’s strengths.
Moberg Pharma intensified this work in 2013, when Peter Ostling
assumed responsibility for business development. He has extensive
experience in the finance industry, where he has monitored the
global pharmaceutical market in various capacities.
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“Our broad international network is a key asset in the search for
business opportunities. The change of name means that we are
also looking for and being approached about business opportu-
nities beyond the field of skin conditions. There is absolutely no
doubt that our success with Kerasal Nail™ has established Moberg
Pharma as an interesting business partner,” comments Peter
Ostling. “With the establishment of a direct distribution plat-
form in the U.S. for OTC drugs, our search has been expanded
to include established products in this area for the U.S market.
We are evaluating companies with single product or smaller port-
folios of products, as well as the tail of the portfolios of the largest
pharmaceutical companies. One example of such a portfolio is the
acquisition from Bayer HealthCare that we completed in 2013,”
Ostling continued.

More than a hundred products, technologies and projects were
evaluated in 2013, and only a handful of them have proceeded to
a decision by the Board of Directors. “Diligence is required in this
work. We evaluate many aspects and issues before getting a clear
picture of the merits and the risks of a new business case,” Ostling
concluded.

Finding the right partners

To avoid substantial investment in infrastructure and to commer-
cialize the company’s product as soon as possible, Moberg Pharma
has elected to cooperate with partners and distributors, in addition
to its direct sales. Partners and distributors are identified by means
of developed networks and are evaluated carefully ahead of the
signing of any agreement.

Within a short period of time, Moberg Pharma has succeeded
in establishing cooperation with, for example, Meda, Menarini
and Paladin, companies with considerable resources and impressive
track records in terms of the ability to commercialize products.

For the past six years, Martin Ingman has been VP of Sales and
Marketing at Moberg Pharma. He has a long track record from

similar positions at Q-Med and Astra AB (currently AstraZeneca).
This is how he explains the company’s approach to expanding its
product portfolio and identifying appropriate partners and distrib-
utors: “Ever since the company was founded, we have purposefully
worked to build up a broad international network. We interact
daily with a large number of life science companies of various sizes
worldwide in our search for suitable business opportunities for our
products,” Martin Ingman explains.

\?r: r

Martin Ingman
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OUR APPROACH TO PRODUCT DEVELOPMENT

Moberg Pharma develops new products, preferably with proven
pharmaceutical compounds, meaning substances for which the
patent period has expired and that have already been used in reg-
istered products. This permits the use of existing documentation
during the development and registration process, thus substan-
tially reducing time to market, costs and development risk. Dr.
Kjell Rensfeldt is the VP of R&D and Chief Medical Officer at
Moberg Pharma and is responsible for the development of new
products and addressing medical issues. He previously worked at
the pharmaceutical company Biogen Idec and the medical device
company Q-Med. He also has experience as a practicing physician.

“With the focus on patient needs,
a concept is developed for improved
products offering unique benefits”

Kjell Rensfeldt explains how Moberg Pharma works continuously
to take its products to market as soon as possible: “Since we work
with topical preparations that mainly have a local effect, our devel-
opment work is simplified compared with oral treatments that
more readily affect many body organs. We also proceed on the
basis of using proven compounds. This means that we can reduce
the development effort by making certain trials less extensive or
going directly to clinical phase IT with the support of previous doc-
umentation.” Many small and midsize companies in the U.S. that
sell OTC pharmaceuticals are primarily marketing organizations.
Moberg Pharma complements the commercial dimension with a
development department that offers the possibility of generating
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new products and line extensions that offer improved outcomes
for patients/customers.

Patient needs and concept

The foundation for Moberg Pharma’s product development is
in-depth insight into unmet medical needs among patients. Exam-
ples of such needs may be the existing preparations having insuf-
ficient efficacy or significant safety issues, but also inconvenient
treatment applications or a long treatment period. With the focus
on patient needs, a concept is developed to achive improved prod-
ucts offering unique benefits.

“The concept is based on our extensive in-house competencies
in pharmacology and formulation development, especially in top-
ical preparations and drug-delivery technology. We focus on drug
delivery to and through the skin. This competency is combined
with clinical development and registration skills, commercial
expertise and a clear business focus in order to establish the right
target profile for the development work,” Kjell Rensfeldt explains.

Moberg Pharma’s strategy is to actively search for new con-
cepts and technologies from external researchers that complement
the ideas generated internally — for Moberg Pharma, this involves
‘search and develop’ instead of ‘research and develop.” This strategy
enables the company to avoid the costly and time-consuming pre-
clinical research phase and the higher development risk associated
with conventional pharmaceutical development.

“For Moberg Pharma, this involves
‘search and develop’ instead of ‘rese-
arch and develop.”™

Kjell Rensfeldt
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Pharmaceutical and preclinical development

The company’s development work focuses initially on pharmaceu-
tical development, meaning developing a formulation that delivers
the active substance to the right place in the skin or other parts of
the body. Torbjérn Wirnheim is responsible for pharmaceutical
development at Moberg Pharma. He brings many years of expe-
rience from the bio-pharmaceutical industry, in such companies
as Fresenius Kabi, ACO Hud Nordic and Pharmacia & Upjohn
Nutrition.

“The development work is controlled by the target profile
established by the project’s steering group. Subsequently, various
innovative formulations are prepared and tested in preclinical
models, for example in terms of penetration capacity, stability and
biological activity. The objective in this phase is to develop a prod-
uct candidate that meets the target profile and can then advance
to clinical evaluation,” Wirnheim explains. “We are a company
with short decision-making processes and we have a fast and effi-
cient work method to advance projects. In parallel with preclinical
development work, and in close cooperation with external intel-
lectual property experts, the company’s patent strategy is refined.
When a final product candidates have been defined, additional
patent applications can be submitted in certain cases. During
2013, we achieved a number of significant innovations and worked
intensively to supplement the company’s patent portfolio, which
amounts to seven patent families,” notes Wirnheim.

Clinical development

Clinical development is aimed at generating documentation that
demonstrates a product candidate’s efficacy and safety for the
patient. In the case of proven substances, existing documentation
is utilized, which can reduce the number and scope of the clini-
cal trials that must be conducted. This reduces the development
period and costs (see diagram).
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“We are careful in designing our clinical strategy for the develop-
ment project in close cooperation with medical specialists in each
medical indication area and we frequently use contract research
companies for conducting large parts of the clinical trials. But we
always retain the overriding project management responsibility,”
notes Kjell Rensfeldt.

Registration

To receive market approval, a registration application is submitted
to the relevant pharmaceutical authorities. The work involved in
registration application is normally less extensive for proven sub-
stances, since available documentation for the substances can be
referred to.

THE ROAD TO REGISTRATION

Scientific advisors

Moberg Pharma cooperates with several scientific advisors, includ-
ing Professor Jan Faergemann, Senior Physician at the Department
of Dermatology at the Sahlgrenska University Hospital; Profes-
sor Howard Maibach, University of California in San Francisco;
Professor Lennart Emtestam, Senior Physician at the Karolinska
University Hospital; Johan Heilborn, Senior Physician and Head
of the Dermatology Center in Hagastaden; and Professor Bernt
Lindeldf, Senior Physician at the Dermatology Clinic at the Karo-
linska University Hospital.

Moberg Pharma’s drug development is based on proven compounds and topical treatment
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NEW PRODUCTS AND BUSINESS OPPORTUNITIES

ONGOING PROJECTS

The company is conducting development programs to internally
develop new products. MOB-015 for the treatment of nail fungus,
is currently in a phase II clinical trial.

TARGET PROFILE FOR M0B-015
COMPARED WITH COMPETITORS

Efficacy

High MOB-015

Average

Safety
Low Average High
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MOB-015 - potential future market leader in nail fungus
Invention and project

The aim of MOB-015 is to create the first topical product that can
provide similar or superior efficacy in the treatment of nail fungus,
compared to oral treatment, but without the risk of serious side
effects. The drug is applied in the form of a solution onto the nail.
‘The company’s patent-pending formulation permits high concentra-
tions of the anti-fungal agent terbinafine to be transported into and
through the nail. MOB-015 also uses the technology from Kerasal
Nail™ to remove dead cells from the nail’s outer layer (keratolysis)
and soften the nail, which, in combination with high concentrations
of terbinafine, offers the potential for substantially superior efficacy
than competing products. Moberg Pharma has submitted two inter-
national patent applications in respect of the technologies that form

the basis for product development.

Status and results

In preclinical trials of human nails, MOB-015 achieved concen-
trations of terbinafine in nails up to a thousand times higher than
that achieved in oral treatment.

In December 2012, a new phase II trial commenced using an
improved formulation that increases the possibility of the anti-fun-
gal substance penetrating the nail. In May 2013, it was announced
that patient enrollment for the clinical trial was completed and
would comprise 25 patients. In December 2013, we were subse-
quently able to present positive interim results from the clinical
trial. After six months of treatment with MOB-015, 40 percent of
the patients were mycologically cured (free from nail fungus). No
side effects related to the product were identified. Final results are
expected to be announced during the latter half of 2014 and, if they
follow the trend from the interim data, MOB-015 has the potential
to become a leading alternative for the treatment of nail fungus.




ORGANIZATION AND EMPLOYEES

Moberg Pharma has 29 employees,
of which 22 are employed in Sweden.
Amid continuing growth, Moberg
Pharma’s aim is to maintain the ad-
vantages of a small company with a
flat organization and short deci-
sion-making processes.

Moberg Pharma’s explicit strategy is to work with a small internal
team with high management capacity, while parts of the company’s
operations are outsourced to partners with specialized expertise.

Small project teams manage and conduct projects in such
areas as preclinical and clinical development, out-licensing, busi-
ness development, sales and marketing, quality, regulatory issues,
and production. This working approach offers the company high
flexibility, facilitating reallocation of resources among projects
whenever required.

Moberg Pharma conducts its own marketing and distribution
operations in the U.S. For other markets, Moberg uses partners
and distributors to ensure effective commercialization of the com-
pany’s products globally. The company’s international market
department focuses on providing support to existing and new dis-
tributors.
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EMPLOYEES

Individuals with a range of specialist expertise and extensive expe-
rience from the pharmaceutical industry work together at Moberg
Pharma. Management focuses on creating and maintaining an
innovative and high-performing corporate culture. To ensure its
cutting-edge competency and access to expertise, Moberg Pharma
has entered into an active exchange of knowledge with an inter-
national network of specialists, primarily in dermatological and
drug development. The company has highly qualified employees,
as described in greater detail in the diagram on the next page.

Finance and

CEO

ORGANIZATION AND EMPLOYEES

Moberg Pharma’s employees are united behind a set of values
important in achieving the company’s goals. These core values
include strategic focus, drive and individual commitment. The
company’s management and Board have established corporate
objectives, based on which executives in each department are
responsible for setting individual goals in consultation with their
co-workers. At the end of each fiscal year, the company and the
employees jointly assess goal fulfillment. This assessment subse-
quently provides the basis for a pay review. Moberg Pharma works
towards shared goals, while rewarding results and performance.

Quality Assurance/

Administration

Project Management

Sales and marketing

Research and Development U.S

Sales and marketing

ROW Business development
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Working at a different kind of pharmaceutical company

Ingela Berglund has worked since 2010 as International Market-
ing Manager at Moberg Pharma. She feels the company’s business
model offers her the conditions to deliver results. “The combina-
tion of shared values, clear strategic goals and co-workers with solid
experience make our decision-making processes prompt and flex-
ible,” Berglund explains. She has experience of having previously
worked both in small biotech companies and in substantially larger
pharmaceutical companies and feels that Moberg Pharma’s size is
an advantage: “As a company with fast decision-making processes
and competent employees, we have been able to link up with lead-
ing pharmaceutical companies.” Berglund believes that one reason
for the company’s success is its ability to attract employees with
lengthy experience and high competency. “It’s fantastic working
with colleagues who all have solid experience of every stage of
product development, from preclinical development and all the
way to product launch. We have a broad network in the industry
and know what we want in our search for new business partners or
in the procurement of external resources. We cannot do everything
ourselves, but we retain control of projects and products internally.”
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21%

*Based on 29 employees

“As a company with fast decision-
making processes and competent
employees, we have been able to
link up with leading pharmaceutical
companies.”

Health and work environment

As part of efforts to recruit and retain employees, Moberg Pharma
endeavors to be a valued workplace with a safe and healthy work
environment. The company believes that a good work environ-
ment is conducive to job satisfaction, reduces sickness absenteeism
and strengthens the employees’ work efforts. The work situation
should be individualized, facilitating a balance between work and
leisure time. All employees are offered ergonomic working tools
as part of efforts to avoid work-related repetitive-strain injuries.
Health awareness is also encouraged through preventive health-
care and health-promoting activities.

Equality and diversity

Moberg Pharma’s policy is to offer equal opportunity to all
employees and job applicants regardless of ethnic background,
religion, gender, sexual orientation, nationality, age or disability.

Ingela Berglund
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SUSTAINABLE DEVELOPMENT

As a pharmaceutical company, Moberg Pharma seeks to contrib-
ute to society at large by reducing the suffering and improving the
quality of life of patients. The pharmaceutical industry is largely
governed by legislation or by public authorities. Based on these
regulatory structures, the company has established principles and
policies that regulate and control operations.

Quality control and environmental impact

Moberg Pharma conducts quality control based on the company’s
management system, which is structured and certified in accord-
ance with the ISO 13485 standard. The company’s quality pol-
icy entails that executive management and employees work in a
target-oriented manner to offer high-quality products that meet
customer requirements, and also work continuously to improve
the company’s products, service and quality management system.
Moberg Pharma’s operations are conducted with the least possible
environmental impact on the basis of the company’s financial and
technical resources. Moberg Pharma promotes long-term envi-
ronmental programs and a sustainable society both in everyday
operations and in cooperation with business partners, research-
ers and consultants. The company’s sustainability programs will
be continuously developed on the basis of new knowledge and
experience. Each employee should feel a personal responsibility
for helping the company meet its goals. Moberg Pharma does
not conduct proprietary manufacturing and the company’s direct
environmental impact is deemed low. Like most other companies,
however, Moberg Pharma’s operations have some impact on the
environment, mainly from emissions from travel and transport,
and energy consumption in premises. Some environmental impact
may also occur in connection with the outsourced manufacturing
of Moberg Pharma products as well as in conjunction with out-
sourced research activities.
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Ethical conduct of clinical trials

Since Moberg Pharma’s work has a major impact on peoples’ lives
and health, it is imperative that the company not only complies
with applicable legislation and regulations but also, in a broader
sense, acts in a responsible and ethical manner. Preclinical and clin-
ical trials involving the company’s pharmaceutical candidates are
conducted in cooperation with partners such as contract research
companies and research teams associated with universities.

Clinical trials must always be designed in consultation between
Moberg Pharma and the partners and be approved by Moberg
Pharma. Clinical trials are conducted in accordance with Good
Clinical Practice (GCP) and are carried out in collaboration with
well-established contract research companies. Implementation is
regulated by Standard Operating Procedures, and quality con-
tracts to ensure that Moberg Pharma’s clinical trials are always
conducted according to standard practice and that legislation and

regulations are observed.
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PATENTS AND TRADEMARKS

Moberg Pharma works continuously
to expand and strengthen the compa-
ny’s intellectual property rights
through trademarks, patents, in-
licensing and acquisitions. In addition
to in-house resources, experienced
experts are used for the application,
maintenance and defense of patents
and brands.

Brand strategy

Moberg Pharma’s strategy is to create significant value through
proprietary brands. The core of the company’s brand strategy is
to establish confidence among patients, physicians and retailers
by delivering products with unique properties that solve patients’
problems and whose benefits can be demonstrated in clinical trials.

Each of the company’s brands has its own identity, for which the
strategy for the specific brand is designed to match its target group.

Trademarks and domain names

Moberg Pharma is the holder of a number of trademarks, of
which Emtrix®, Kerasal®, Kerasal Nail™, Kerasal NeuroCream™,
JointFlex®, Kaprolac®, Domeboro®, Vanquish® and Fergon® are cur-
rently used and related domain names. The company’s partners
are holders of the trademarks Nalox™/Naloc® in the Nordic region
and Cremolan® in Switzerland to which Moberg Pharma has no
ownership rights.

Patents

Moberg Pharma’s patent rights cover seven patent families that
include a total of 15 approved national patents in Europe, the U.S.
and Canada. In addition, the company owns a number of interna-
tional and national patent applications. Patent work is led by the
company’s patent manager, who implements the company’s patent
strategy in close cooperation with international patent agencies.
The patentability of new products is important, but not critical
for Moberg Pharma’s operations, since branding and unique prod-
uct expertise on aspects such as manufacturing processes provide
alternative protection for the company’s innovations. For each
product and project, news and data searches are performed repeat-
edly to establish a basis for analyses of assessments of patentability
and Freedom-to-Operate (independence of patents held by others).



aLjung, CFO

FINANCIAL INFORMATION

"Moberg Pharma has shown strong growth and we are
heading towards our long-term objective - to achieve an
EBITDA margin of at least 25 percent within a three-year
period under continued healthy growth”

NET SALES, MSEK EBITDA, MSEK

157 13

12

56

20M 2012 2013 20M

2012 2013

Milestones M Product Sales EBITDA M EBITDA excluding milestone payment
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FINANCIAL INFORMATION

The Board of Directors and Chief Executive Officer of
Moberg Pharma AB (publ), Corp. Reg. No. 556697-7426,
hereby present the Annual Report and the Consolidated
Financial Statements for the January 1, 2013 to December
31, 2013 fiscal year.

DEFINITIONS OF KEY FIGURES

Netreceivables - Cash and cash equivalents less interest-bearing liabilities

Debt/equity ratio - Interest-bearing liabilities in relation to shareholders’ equity

Equity/assetsratio - Shareholders’ equity at year-end in relation to total assets

Return on equity - Profit/loss for the year divided by equity

Earnings per share - Profit after tax divided by the average number of shares outstanding after dilution

Equity per share - Equity divided by the number of outstanding shares at year-end

! Values for 2009 have been adjusted for a bonus issue to ensure comparability with figures for 2010-2013.

?In those periods where a consolidated loss is recognized, no dilution arises. This is because dilution is recognized only when
a potential for conversion to common shares would entail lower earnings per share. Values for 2009 have been adjusted for a
bonus issue to ensure comparability with figures for 2010-2013.
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FINANCIAL OVERVIEW 2009-2013

A five-year financial overview of the company’s operations is provided below.

FROM THE STATEMENT OF COMPREHENSIVE

INCOME (KSEK] 2013 2012 2011 2010 2009
Revenue 157,389 112,469 55,943 8,512 1,616
Gross profit 117,422 87,592 39,313 5,663 1,616
Operating profit/loss -14,0565 12,594 -7,598 -30,119 -24,276
Net profit/loss for the year -11,358 35,813 -6,384 -31,031 -24,235
Comprehensive income/loss -12,078 32,984 -6,384 -31,031 -24,235
FROM THE STATEMENT OF FINANCIAL

POSITION (KSEK) 2013 2012 2011 2010 2009
Non-current assets 212,390 179,507 755 683 669
Inventories 6,968 9,739 1,239 244 0
Currentreceivables 25113 38,093 16,407 8,694 1,550
Cash and bank balances 27,138 53,423 74,052 2,761 33,078
Total assets 271,609 280,762 92,453 12,383 35,297
Equity 201,494 178,234 76,787 688 30,209
Long-term liabilities 18,527 42,270 0 150 303
Currentreceivables 51,588 60,258 15,666 11,545 4,785
Total equity and liabilities 271,609 280,762 92,453 12,383 35,297
FROM THE STATEMENT OF CASH FLOWS (KSEK] 2013 2012 2011 2010 2009
Cash flow from operating activities -3,150 9,476 -9,020 -30,412 -25,258
Cash flow from investing activities -47,158 -97,696 -535 -159 -23
Cash flow from financing activities 24,049 67,590 80,846 254 38,156
Cash flow for the year -26,259 -20,629 71,291 -30,317 12,875
KEY DATA 2013 2012 2011 2010 2009
Net receivables (KSEK]) -2,862 13,423 73,902 2,421 32,466
Debt/equity ratio 15% 22% 0% 49% 2%
Equity/assets ratio 74% 63% 83% 6% 86%
Return on equity neg 20% neg neg neg
Research and development expenses [KSEK] -29,039 -30,782 -26,808 -18,992 -15,706
Personnel expenses ([KSEK] -37,014 -27,952 -19,075 15,464 -13,315
Number of employees at year-end 29 29 15 12 10
Share data

Earnings per share before dilution (SEK)' -1,01 3,85 -0,82 -5,08 -4,45
Earnings per share after dilution (SEK)? -1,01 3,68 -0,82 -5,08 -4,45
Equity per share (SEK) 16,94 16,48 8,46 0.1 4,96
Dividend per share 0 0 0 0 0
Number of shares at end of period 11,893,572 10,812,572 9,079,020 6,113,988 3,047,099
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Amounts are stated in thousands Swedish Kronor (KSEK) unless otherwise stated. Amounts and
figures in parentheses refer to comparative figures for the corresponding period of the preceding year.

OPERATIONS

Moberg Pharma AB (publ) was formed in 2006 and is a rapidly growing Swedish pharmaceutical
company with direct sales in the U.S. and sales through distributors in more than 40 countries. The
company’s product portfolio includes Kerasal Nail™/Emtrix®/Nalox™, a product for topical treatment
of nail fungus, Kerasal®, for the treatment of dry and cracked skin, Jointflex® for joints and muscle
pain, Domeboro®, a topical drug for the treatment of itching and irritated skin, Vanquish®, a pain-re-
liever, and Fergon®, an iron supplement. Kerasal Nail™/Emtrix®/Nalox™ is the leading product for the
treatment of nail diseases in the Nordic region. The portfolio is being developed through acquisitions
and the licensing-in of products, as well as through product development with a focus on innovative
drug delivery of proven substances. The company’s pharmaceutical projects in the development phase
include primarily nail fungus indication. The company’s products are based on proven substances,
which reduce time to market, development costs and risk. Moberg Pharma has offices in Stockholm
and New Jersey.

COMPANY INFORMATION

The Group is active as a limited liability company registered in Stockholm, Sweden. The Group’s oper-
ations are conducted primarily in Sweden and the U.S. The office’s address is Gustavlundsvigen 42,
5th floor, SE-167 51 Bromma. The Group consists of the Parent Company, Moberg Pharma AB (publ),
corp. reg. no. 556697-7426, and its wholly owned subsidiaries Moberg Derma Incentives AB, corp.
reg. no. 556750-1589, as well as Moberg Pharma North America LLC (formerly Alterna LLC). The sole
business conducted by Moberg Derma Incentives AB is administration of Moberg Pharma’s employee
stock option program. The operations of Moberg Pharma North America LLC comprise marketing
and sales of non-prescription drugs. Consolidated financial statements have been prepared from 2008.

RESULTS AND FINANCIAL POSITION

Acquisitions that impacted results

The products Domeboro®, a topical pharmaceutical for the treatment of itching and irritated skin,
Vanquish®, a pain-relieving pharmaceutical, and Fergon®, an iron supplement, were acquired from
Bayer Healthcare on December 19, 2013 and their sales are included in profit or loss from that date.
The subsidiary Moberg Pharma North America LLC (formerly Alterna LLC) was acquired on
November 27, 2012 and its operations are included in profit or loss as of this date.

Sales

During 2013, revenue amounted to MSEK 157.4 (112.5), up 40 percent. Adjusted for milestone pay-
ments, revenue increased 84 percent. The majority, MSEK 93.2 (78.5), was derived from the strong
sales growth for Kerasal Nail*/Nalox™. Product sales revenue for Kerasal® amounted to MSEK 26.2
and for JointFlex” amounted to MSEK 32.7. Other operating income was primarily comprised of a
research grant of MSEK 0.5 and exchange-rate fluctuations.

MOBERG PHARMA ANNUAL REPORT 2013

Results

An operating loss of MSEK 14.1 (profit: 12.6) was reported for 2013. The cost of goods sold was MSEK
40.0 (24.9). Operating expenses, excluding cost of goods sold, was MSEK 132.5 compared to MSEK
77.8 the year before. Adjusted for acquisition-related costs and items affecting comparability, this cor-
responded to a gross margin on product sales of 77 percent. An accounting consequence of the acquisi-
tion in 2012 is that the inventory of the U.S. company was appreciated in the amount of MSEK 4.6 to
fair value at the time of the acquisition, which reduced earnings in a corresponding amount when the
inventory was subsequently sold. Consolidated earnings were charged with MSEK 3.1 during the first
quarter of 2013, while MSEK 1.5 was charged to earnings in the fourth quarter 2012.

The largest item in operating expenses comprised of selling expenses, which amounted to MSEK
75.7 (22.0) for the period. The company’s increase in expenses was attributable to the company
conducting proprietary sales in the U.S., the gradual increase in its market initiatives in conjunction
with the successful launch and increased distribution of Kerasal Nail™, and the launch of Kerasal
Neurocream™, compared with 2012, at which time it only conducted sales via distributors. Selling
expenses include costs for amortization of product rights totaling MSEK 5.9 (0.5).

The loss after financial items amounted to MSEK 16.2, compared with a profit of MSEK 14.7
for 2012. The decline in earnings was due to profit for 2012 including milestone payments of MSEK
29.8, whereas only milestone payments of MSEK 4.8 were included in profit for 2013. Product sales
revenue rose 84 percent during the period, while operating expenses (including cost of goods sold)
increased 68 percent. The loss for the period after tax was MSEK 11.4 (profit: 35.8).

Other comprehensive income includes negative translation differences of MSEK 0.7 arising from
the translation of foreign operations. The translation difference had no cash impact but had a negative
impact on comprehensive income, which totaled MSEK 12.1 (income: 33.0)

Capital expenditures
Investments in intangible assets pertain to product rights for acquired products from Bayer Health-
care totaling MSEK 29.9 in December 2013, as well as capitalized expenditure for research and
development work totaling MSEK 0.4 (0). In addition to capitalized expenditure for research and
development work, Moberg Pharma also had costs of MSEK 29.0 (30.8) that were attributable to
research and development that were expensed directly in the statement of comprehensive income.
Investments in subsidiaries relate to an additional purchase consideration for the acquisition of
Moberg Pharma North America (formerly Alterna LLC), which was paid during the first quarter of
2013 and amounted to MSEK 16.7 (97.1).

In 2013, the company invested MSEK 0.2 in property, plant and equipment, compared with
MSEK 0.6 the year before.

Liquidity and financial position

To date, Moberg Pharma’s operations have been financed by shareholder contributions through
new issues, loan financing and revenue generated by product sales. Going forward, investments are
expected to be financed by existing funds and revenue from product sales. Should the opportunity
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arise for faster growth, for example through acquisitions, Moberg Pharma may need to raise addi-
tional capital through new share issues or loans.

At year-end, the equity/assets ratio was 74 percent (63 percent). Cash flow from operations amounted
to a negative MSEK 3.1 for 2013, compared with a positive MSEK 9.5 in the preceding year. Cash and cash
equivalents amounted to MSEK 27.1 at the end of the year compared to MSEK 53.4 at the end of 2012.

KEY EVENTS IN 2013

Acquisition of three well-established, non-prescription products in the U.S. from Bayer

Healthcare
In December, Moberg Pharma acquired three well-established, non-prescription products in the
U.S. from Bayer Healthcare. Annual sales for the products amounted to approximately MUSD 3
(corresponding to about MSEK 20). The acquisition price amounted to MUSD 4.8 (about MSEK
32) and was financed with available financial funds. The acquired portfolio includes the products
Domeboro’, a topical drug for the treatment of itching and minor skin irritations, Vanquish®, an
analgesic drug, and Fergon®, an iron supplement. The products are sold through Moberg’s current
sales channels, primarily drugstore chains and large department stores such as Walmart.

Increased distribution

Distribution agreement for Kerasal Nail™ with Menarini expanded to China

In July, the company announced that Menarini Asia-Pacific, part of the Menarini Group — one of
the 40 largest global pharmaceutical companies — had been granted exclusive rights to market and
sell Kerasal Nail™ in China. The companies now intend to apply for product approval in the Chi-
nese market. The expanded distribution agreement is based on an existing partnership between the
two groups of companies, which resulted in the successful launch of the product in Italy. Menarini
is a leading regional pharmaceutical company in the Asia-Pacific region, with more than 3,500
employees in 13 markets and with a documented successful ability to launch and market healthcare
brands. The Chinese pharmaceutical market is expected to continue to report strong growth, and is
predicted to be the second largest pharmaceutical market in the world in five years. Moberg Pharma
believes that Menarini Asia-Pacific’s in-depth insight into local market conditions makes it an ideal
partner to manage the challenges existing in the Chinese market.

Moberg Pharma and Paladin extended agreement for Kerasal Nail™ to Mexico
In May 2013, Paladin Labs Inc received exclusive rights to market and sell Kerasal Nail™ in Mex-
ico. Moberg Pharma is responsible for the manufacturing and delivery of the product.

Agreement for Middle East and Africa

A distribution agreement was signed with Leosons International for the marketing of Kerasal
Nail™ in the Middle East and North Africa Leosons has successfully handled distribution of Joint-
flex® in the region for several years. The agreement encompasses 16 countries including Egypt,
Iraq, Saudi Arabia, Tunisia and the United Arab Emirates.

MOBERG PHARMA ANNUAL REPORT 2013

Product and project development
Positive interim results from the ongoing Phase II clinical trial for MOB-015.
In December, positive interim results were published from the ongoing Phase II clinical trial for
MOB-015. After six months of treatment with MOB-015, 40 percent of the patients were myco-
logically cured (free from fungus). No safety concerns were identified. MOB-015 is a topical for-
mulation of terbinafine for the treatment of nail fungus. The purpose of this study is to confirm the
product concept of MOB-015 and provide a basis for a Phase I1I study and out-licensing.

Development of Limtop discontinued

It was announced in March that the company had decided to discontinue the development of
Limtop — a pharmaceutical candidate for the treatment of actinic keratosis. Development was
discontinued when the efficacy of the completed Phase II trial did not achieve the final target.
Based on the data from the concluded study, the assessment was made that the project’s commer-
cial potential had declined and, accordingly, continued investments could no longer be justified.

Kerasal NeuroCream™ launched in Walmart and major drugstore chains in the U.S.

Kerasal NeuroCream™ is a non-prescription pain-relieving podiatry lotion that is being launched
in the US. The product is sold at more than 3,800 Walmart stores, and will be sold at CVS, Wal-
greens and Rite Aid as of late August.

Good start for Kerasal NeuroCream™ — Walgreens significantly increases distribution
Walgreen’s has decided to increase the number of drugstores that sell Kerasal NeuroCream™ in
the U.S. from about 1,000 to 7,000. Walgreens is the leading drugstore chain in the U.S. and the
increased distribution is a key step in establishing this innovative product in the market. Kerasal
Neurocream™ was launched in September 2013 and sales have been satisfactory, with favorable
consumer response to advertisements.

Financial performance and corporate events
Moberg Derma becomes Moberg Pharma
In May, the company announced that the Swedish Companies Registration Office had accepted
its application to change its corporate identity to Moberg Pharma AB (publ), in accordance with
the resolution by the Annual General Meeting held on April 23, 2013. The reason for the change
of name is that the operations had been broadened after the acquisition of Alterna LLC (which
has been renamed Moberg Pharma North America LLC) and now also includes areas other than
dermatology. However, dermatology and topical drug delivery technologies remain core areas of
the company’s operations.

Financing of continued expansion secured through private placement

Successful launches of Nalox™/Kerasal Nail™ in Europe and the U.S. and growing sales have
strengthened Moberg Pharma’s position. The company is now approaching the next step in its
growth strategy — to expand its product portfolio for marketing primarily through its own sales
channels for non-prescription products in North America. It was against this background that the
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Board decided in July, pursuant to the authorization received at the 2013 Annual General Meet-
ing, to issue 1,081,000 new shares with deviation from the shareholders’ preferential rights to the
Swedish institutional investor Bure Equity AB (publ). A prospectus was prepared and published on
July 16. The private placement generated approximately MSEK 36 before issue costs, and is aimed
at facilitating acquisitions and licensing of marketed products, as well as strengthening pipeline
assets. Following the new share issue, the company’s share capital increased by SEK 108,100,
resulting in a dilution of approximately 9.1 percent of the capital and votes in the company. After
the share issue, Bure is the third largest shareholder in Moberg Pharma.

EVENTS AFTER THE YEAR-END
Distribution agreement for Kerasal® Nail™ with Menarini expanded to China
In February 2014, the company announced that Menarini Asia-Pacific had been granted exclusive
rights to market and sell Kerasal Nail™ in eight countries in South-East Asia: Singapore, Taiwan,
Indonesia, The Philippines, Malaysia, Hong Kong, Thailand and Vietnam. The company now
intends to seek marketing authorization for the product in these markets.

INSURANCE

In addition to corporate insurance, Moberg Pharma’s insurance cover includes insurance for patients
who participate in clinical trials and product liability insurance for products under development and
in the market. The insurance cover is subject to continuous review. The Board deems that the compa-
ny’s insurance cover is appropriate to the current scope of the business.

ENVIRONMENT AND LIABILITY

Moberg Pharma conducts no operations that involve particular environmental risk or that require
environmental permits or decisions from authorities. Moberg Pharma believes that the company
generally operates under applicable health and safety regulations and offers its employees a safe and
healthy working environment.

DISPUTES

Moberg Pharma is not, and has never been, a party to any legal proceedings or arbitration proceed-
ings, which at any time have or have had a significant impact on Moberg Pharma’s financial position
or profitability. Nor is Moberg Pharma’s Board of Directors aware of any circumstances that could
result in such legal or arbitration proceedings.

WORK OF THE BOARD IN 2013

At the Annual General Meeting in 2013, eight Directors were elected for the period until the next
AGM. The Directors” expertise encompasses the fields of drug development, medical research, mar-
keting, financial and strategic issues. The Board held 13 minuted meetings during the year, of which
one meeting was held by correspondence and six via conference calls. Reports at the meetings were
presented mainly by the CEO but also by other members of the management team.
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The main focus of the Board’s work in 2013 has been on strategic issues, particularly matters relating
to acquisitions, product development, business development and financing, as well as the further
development of the company’s business plan and managing the overall risk of the Company. The
Board’s work follows established rules of procedure, which regulate such areas as the division of
responsibility, the number of compulsory meetings, the format of convening notices, fundamental
documentation and minutes, conflicts of interest, compulsory business that the CEO has to submit to
the Board and appointing authorized company signatories. On an ongoing basis, the Board handles
such matters as the current business situation, closing of accounts for each period, budget, strategies
and external information. The work of the board is subject to an annual evaluation.

The Board has had a remuneration committee, which has prepared proposals on remuneration
matters. Other than this, all issues have been addressed by the Board as a whole. For detailed infor-
mation about Directors, see page 75.

NOMINATING COMMITTEE

The Nominating Committee for the 2014 Annual General Meeting consists of four members: Per-
Olof Edin, Hakan Astrom, Henrik Blomquist and Mats Pettersson. The Nominating Committee
submits proposals for the appointment of a Chairman and other Board Members, as well as proposals
on fees and other compensation to be paid to Directors. The Nominating Committee also presents
proposals for the appointment and remuneration of the company’s auditor. The Nominating Com-
mittee’s proposals will be presented in the notice of the 2014 AGM.

CORPORATE GOVERNANCE

Moberg Pharma has applied the Swedish Corporate Governance Code since May 26, 2011, the date
when Moberg Pharma’s share was listed on NASDAQ OMX Nordic Exchange Stockholm. See page
67 for the Corporate Governance Report.

INFORMATION DISCLOSURE

Moberg Pharma strives to uphold good communication with shareholders. company information
must be correct, clear, factual, credible and timely. Communication from Moberg Pharma must also
be characterized by openness, with regular interim and annual reports published in Swedish and
English. Events considered to influence the value of the share are to be announced in a press release.

PROPOSAL TO THE 2014 AGM - BOARD OF DIRECTORS” MOTION FOR RESOLUTION

ON PRINCIPLES FOR REMUNERATION OF SENIOR EXECUTIVES

The Board of Directors” proposal for resolution on principles for remuneration of senior executives
is consistent with previous years’ principles for remuneration and is mainly based on existing con-
tracts between the company and senior executives. Moberg Pharma is to offer a market-aligned total
remuneration package that facilitates the recruitment and retention of qualified senior executives.
The remuneration paid to the Chief Executive Officer and other senior executives is to comprise
basic salary, variable remuneration, other benefits and pension benefits. The total remuneration is
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to be based on the basic salary, which must be proportionate to the executive’s responsibilities and
authority. Variable compensation is capped at 25-50 percent of each executive’s basic annual salary.
Variable compensation is to be based on results achieved in relation to individually defined qualita-
tive and quantitative targets, as well as the company’s result in relation to goals set by the Board of
Directors. Pensionable salary comprises only basic salary. To the extent that Board members perform
work for the company or any other Group company, in addition to work on the Board of Directors, a
market-aligned consultancy fee may be payable.

In case of termination, the notice period is to be at least three months if this is on the initiative of
the senior executive and between three and 12 months if the company takes the initiative. Severance
amounts are not payable. Any share and share-price-related programs must be adopted by an Annual
General Meeting. Allotment from such programs must be in accordance with a resolution from the
Annual General Meeting. With the exception of the employee stock options that have been allotted
and vested, and what is provided for under employment contracts as referred to above, senior execu-
tives are not entitled to any post-employment/assignment benefits.

The Board of Directors is to be entitled to disapply the aforementioned principles for remunera-
tion of senior executives if there are special reasons for so doing.

OUTLOOK FOR 2014
Moberg Pharma aims to create value and generate a solid return for shareholders through continued
profitable growth of the novel topical pharmaceuticals that are delivered to the global market. The
ability to commercialize new products, enter into partnerships for its projects and to successfully
develop the company’s projects to market launch and sales is crucial to Moberg Pharma’s future
success. The company’s financial objectives are to achieve continued healthy growth and an operating
margin (EBITDA margin) of at least 25 percent within three years.

In 2014, the focus will be on integrating acquisitions in the U.S., identifying further business oppor-
tunities and supporting the company’s distributors to facilitate successful launches. The performance
of the partnerships entered into will have a major impact on Moberg Pharma’s income and cash flow.
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PARENT COMPANY MOBERG PHARMA AB (PUBL)

Moberg Pharma AB (Publ), Corp. Reg. No. 556697-7426, is the Parent Company of the Group.
Group operations are conducted primarily in the Parent Company (in addition to the sales organiza-
tion in the U.S.) and comprise research and development, marketing and administrative functions.
Parent Company revenue for 2013 amounted to MSEK 80.6, compared with MSEK 109.5 in 2012.
Operating expenses, excluding the cost of goods sold, amounted to MSEK 60.8 (68.4) and profit after
financial items amounted to MSEK 1.7 (23.0). Cash and cash equivalents were MSEK 22.2 (50.8)
at year end.

PROPOSED DISTRIBUTION OF UNAPPROPRIATED EARNINGS (KSEK)
The amount available for appropriation by the Annual General Meeting comprises of the following
unrestricted reserves, earnings brought forward and the profit for the year in the Parent Company:

Share premium reserve 179,016
Earnings brought forward 43,985
Net profit/loss for the year 966

223,967

The Board of Directors proposes that profit/loss for the year will be carried forward. Following the
appropriation, unrestricted shareholders’ equity amounts to:

Share premium reserve 179,016
Earnings brought forward 44,951
223,967
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Moberg Pharma’s business is exposed to risk. Risks pertain to events or decisions beyond Moberg
Pharma’s control that could lead to business interruption, damage or loss with a substantial adverse
impact on opportunities to achieve the Group’s objectives. How risks are managed is of fundamental
significance for Moberg Pharma’s success. In order to manage risk in a well-balanced way, the risks
must be identified and assessed. Moberg Pharma engages in risk management that entails evaluating
risks in a systematic manner. Risk factors considered of particular importance to Moberg Pharma’s
future development are described below. The list does not purport to be exhaustive, and risks are not
listed in any order of significance. There is no guarantee that Moberg Pharma can successfully address
the following or other risks.

OVERVIEW OF MOBERG PHARMA'’S RISKS, RISK MANAGEMENT AND CONTROL STRATEGIES

RISKRELEATED TO THE OPERATIONS RISKS RELATED TO
THE COMPANY'S

Development of SHARES

new products

Marketing

and sales Organization Finansialrisks

* Side-effects * Share performance
and liquidity

e Dividend

e Shareholders
with significant
influense

e Preclinical and
clinical studies

* Dependence on
key individuals

e Currency risk

e Tax loss carry-
fowards

e Competition and
e Official decisions pricing * Recruitment
e Proprietary sales requirements
® Business partners

e Disputes

e Product liability * Tax

* Non-sustainable

sources of income

e Economy cycle

e Future capital
requirement

e Patents and
trade-marks

e Manufacturing * Goodwill
e Inventories ¢ Financial
obligations

* Intangible non-
current assets

RISK MANAGEMENT AND CONTROL STRATEGIES

* Regulatory documentation prepered in parallel with
clinical studies

* Policy documents, manuals and recommendations
e Internal control activities, either preventive or
detective * Reduce dependence on partners through acquisition

* Analyses of proprietary sales organization in the US

* Quality controlin accordance with 1IS013485 e Product liability insurance
* Cooperation with renowned patent representatives
e Structured investment decisions aided by Innovation

Engine
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RISK MANAGEMENT AND CONTROL STRATEGIES
The company’s Board conducts continuous and systematic risk-assessment work aimed at identifying
risks and taking the necessary actions to cope with them. The company applies a risk-management
policy in order to identify and assess risks, and to formulate a risk-management plan. Both the policy
and the plan are revised at least annually and approved by the Board. The internal control envi-
ronment mainly comprises the following five components: Control environment, Risk assessment,
Control activities, Information and communication, as well as Follow-up.

For each identified risk of a significant nature, a risk-management strategy and an action plan
are formulated. Planning work involves world-leading external expertise in terms of, for example,
regulatory matters or the formulation of clinical studies.

DEVELOPMENT OF NEW PRODUCTS

Preclinical and clinical studies

Moberg Pharma engages in the development of new pharmaceuticals and other medical products. To
obtain permits from authorities to commence sales, Moberg Pharma — or potential partners — must
prove the efficacy and safety of potential pharmaceuticals for each given indication. It cannot be guar-
anteed that current or future clinical studies can prove sufficient efficacy and safety to obtain requisite
authoritative approval, or that these will lead to products that can be sold in the market.

Official decisions

Moberg Pharma develops and commercializes medical products and, like other companies in the
industry, depends on assessments and decisions made by regulatory authorities. Such assessments
include authorizations for clinical trials, permits to market and sell pharmaceuticals or medical device
products, conditions for prescription of pharmaceuticals, pricing of pharmaceuticals covered by sub-
vention systems and discounts on pharmaceuticals. It cannot be guaranteed that Moberg Pharma
will obtain the authoritative decisions necessary to generate commercially and financially valuable
products in the market.

Moberg Pharma’s commercialized medical device products have been approved by an independ-
ent regulatory body, allowing the products to be marketed throughout the EU/EEA. The possibility
cannot be excluded that national authorities may take a contrary view or act to stop the product being
sold in the country, which could lead to delays or a loss of marketing approval.

Since certain of the products marketed by Moberg Pharma are currently classified as cosmetics,
which do not require approval in certain markets, the possibility cannot be excluded that in future
public authorities may arrive at a different assessment, which could prohibit sales of the products.
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MARKETING AND SALES

Competition and pricing

The pharmaceutical industry is a highly competitive industry. It cannot be guaranteed that Moberg
Pharma’s products will be preferred to other existing or new products in the market. Price pressure for
medical products in Moberg Pharma’s indication areas is considerable and is expected to remain so in
the future. Future products currently being developed by other companies could entail an increase in
competition and result in diminished opportunities for Moberg Pharma to achieve or retain attractive
market shares and prices for its products.

Proprietary sales
Moberg Pharma conducts proprietary sales operations in the US. Should one of the company’s retail-
ers decide to no longer offer any of Moberg Pharma’s products, the Group is obligated to repurchase
and destroy unsold products, a factor that — in addition to reduced sales — could have an adverse
impact on Moberg Pharma’s operations, earnings and financial position.

Moberg Pharma maintains inventories for proprietary sales, which could entail exposure to the
risk of obsolescence and an increase in tied-up capital.

Moberg Pharma produces and distributes marketing material. The possibility cannot be excluded
that competitors or national authorities could demand damages or amendment of such marketing
material in the event that, for example, it is deemed to contravene applicable marketing legislation.

Partners and distributors

Moberg Pharma depends on cooperation and distribution agreements with partners or distributors
for the marketing and sale of its products in certain markets. It cannot be guaranteed that such agree-
ments can be entered into on favorable conditions or that counterparties will meet their obligations
in accordance with concluded agreements, which could include registration of the products in the
said country.

Accordingly, Moberg Pharma’s growth is highly dependent on the ability to uphold such part-
nerships and their implementation. If important partnerships cannot be concluded, are terminated
or function unsatisfactorily, this could have an adverse impact on the company’s continued devel-
opment, growth and financial position It cannot be guaranteed that future launches and sales will
generate results at the level achieved to date.

Disputes

The possibility cannot be excluded that Moberg Pharma may become involved in legal processes asso-
ciated with the company’s operating activities. Such legal processes could include disputes involving
infringements of intellectual property and the validity of certain patents (see “Patents and trade-
marks” below), as well as commercial disputes.

MOBERG PHARMA ANNUAL REPORT 2013

Side-effects

There is a risk that patients who use the company’s products, participate in clinical studies or in some
other manner come into contact with the company’s products could be exposed to side-effects. The
consequences of such potential side-effects could delay or halt the continued product development,
and could restrict or prevent the commercial use of products. Another consequence that cannot be
excluded is that the company may be sued by patients suffering from side-effects, whereby the com-
pany could become subject to damages.

Product liability and insurance
Moberg Pharma engages in sales and clinical trials of medical products, which entails risks associated
with product liability. Moberg Pharma has the insurance cover customary to the industry for its clin-
ical trial activities and holds product liability insurance policies for products under development and
in the market. The company’s current product liability insurance provides protection up to MSEK
75 per claim and a maximum of MSEK 75 annually and is valid worldwide. Despite this coverage,
it cannot be guaranteed that the insurance will provide sufficient cover against claims for damage in
the event of injuries caused by the company’s products or product candidates. In the future, Moberg
Pharma may also fail to obtain or maintain insurance cover on acceptable terms.

Moberg Pharma conducts operations in the US, where the risk of lawsuits and legal processes is
much more common that in, for example, Europe and often entails significant amounts.

Patents and trademarks

In the type of operations conducted by Moberg Pharma there is always a risk that the company’s
patents, trademarks or other intellectual property rights will not sufficiently protect the company or
that the company’s rights cannot be asserted. Furthermore, patent infringement could occur, which
could lead to costly disputes. The outcome of such disputes cannot be guaranteed in advance. For
the losing party, a negative outcome to a dispute over intellectual property rights could result in the
loss of protection, a ban on continuing to use the right concerned or an obligation to pay damages.
For some of the company’s product candidates, patent applications have been filed, but patents have
not yet been granted. Nor can it be guaranteed that these patents will be granted. For the company’s
current products in the market, future patent outcomes and the advent of duplicates in the market
could have an adverse impact on the company’s sales.

Moberg Pharma’s operations include the acquisition of new products and trademarks. There can
be no guarantee that acquired trademarks are called into question by competing companies that
appeal against Moberg Pharma’s entitlement to these trademarks. Moberg Pharma is also exposed to
the risk that the value of its trademarks could diminish due to unforeseen events.
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Manufacturing

Because Moberg Pharma uses contract manufacturers for production, the company is dependent on
external deliveries meeting agreed requirements for quantity, quality and timing. There is no guar-
antee that Moberg Pharma will not be impacted by delayed or failed deliveries, which could impact
sales.

Organization

Key individuals

Moberg Pharma is dependent on the company’s senior executives and other key individuals, in part to
be able to engage in high-quality product development and related operations. Should the company
lose one of its key employees, this could delay or cause interruptions to development programs, the
licensing-out or commercialization of the company’s product candidates.

In addition to senior executives, Moberg Pharma also depends on certain executives employed
by sales and distribution organizations, contract manufacturers and other key suppliers. Since there
is no guarantee that these relationships will be maintained over time, this could give rise to costs or
reduced revenues for the company.

Recruitment requirement

There is a risk that Moberg Pharma will not be able to recruit the number of new qualified employees
that expansion of the operations requires. Accordingly, there is a risk that recruitment difficulties
could have an adverse impact on the company’s growth.

Integration

Integration processes connected to implemented or future company and product acquisitions could
become more costly or time consuming than expected and anticipated synergies could fail to mate-
rialize either in full or in part.

FINANCIAL RISKS
For information on financial risk factors, see Note 29.
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RISKS RELATED TO THE COMPANY’S SHARES

Share performance and liquidity

Investing in shares is by its very nature associated with the risk that the value of the investment can
decline. There is no guarantee for how the company’s shares will perform. The price of the Moberg
Pharma share has been volatile ever since the company’s share was listed on NASDAQ OMX Nordic
Exchange Stockholm. Trading in the company’s shares has generally been low. It is impossible to
anticipate the extent to which investor interest in Moberg Pharma will lead to active trading in the
shares or how trading in the shares will develop in the future. If active and liquid trading does not
develop, or at least in a sustainable manner, this could result in difficulties for the holders of shares
to sell their shares without this having an adverse impact on the market price, or in selling the shares
atall.

Dividend

To date, the company has not paid a dividend. Since Moberg Pharma will find itself in an expansion-
ary phase in the years immediately ahead, any capital surplus will be invested in the business. Due to
this, the Board of Directors does not intend to propose a dividend for the current year or to commit
itself to any fixed proportion for paying a dividend. Should Moberg Pharma’s cash flow from operat-
ing activities subsequently exceed the company’s capital requirement, the Board intends to propose
to the Annual General Meeting to resolve on payment of a dividend. However, no guarantees can be
made either that future cash flow will exceed the company’s capital requirement or that the Annual
General Meeting will resolve to pay future dividends.

Shareholders with significant influence

Should the principal shareholders act in unison, they would gain significant influence over the com-
pany and most of the decisions requiring approval by the company’s shareholders. This concentration
of ownership could be disadvantageous for other shareholders, should these shareholders’ interests
differ from those of the principal shareholders.
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On May 26, 2011, the Moberg Pharma share was listed
on NASDAQ OMX Nordic Exchange Stockholm, main list,
under the ticker name MOB.

NEW ISSUES DURING THE YEAR

In July, the Board of Directors decided, with the support of the authorization granted by the 2013°
Annual General Meeting, to carry out a private placement of 1,081,000 shares to Bure Equity AB for
a value of MSEK 36 before issue expenses.

SHARE PERFORMANCE
The closing price on December 31, 2013 was SEK 31.6, yielding a market capitalization for Moberg
Pharma of MSEK 376.

Since introduction on the stock market on May 26, 2011, Moberg Pharma’s share price has risen
by 9 percent. During the same period, the OMX Stockholm PI (general index) rose by 15 percent.
The highest and lowest share prices noted for the Moberg Pharma share during the year 2013 were
SEK 41.5 and SEK 26.10, respectively.

In 2013, the Moberg Pharma share had a total turnover of 4.3 million shares, equivalent to a
value of about MSEK 147. The average daily turnover was 17,365 shares. At year-end, Moberg Pharma
had a total of 1,229 shareholders*, with the 20 largest shareholders accounting for 81.8 percent of the
shares in Moberg Pharma.

DIVIDENDS AND DIVIDEND POLICY

Moberg Pharma is currently in a phase of expansion. The Board is therefore of the opinion that the
company’s earnings are best used to finance further development and expansion of the business. The
Board does not intend to propose any dividend until such a time when it is warranted by Moberg
Pharma’s earnings, financial position and capital requirements.

OWNERSHIP STRUCTURE

No. of owners* No. of shares %
1-500 717 158,221 1.30%
501-1,000 214 187,603 1.60%
1,001-5,000 194 492,153 4.10%
5,001-10,000 A 344,538 2.90%
10,001-15,000 13 166,463 1.40%
15,001-20,000 8 145,250 1.20%
20,001- 39 10,399,344 87.40%
Total 1,229 11,893,572 100%
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SHAREHOLDERS AT DEC 31, 2013
Shareholders

No. of shares % of votes and capital

The Baltic Sea Foundation 2,274,179 191
Six Sis Ag, W8imy 1,653,149 13.9
Bure Equity Ab (Publ) 991,006 8.3
JPM Chase Na [Altaris Capital Partners) 825,652 6.9
Insurance company, Avanza Pension 634,712 5.3
Wolco Invest AB® 600,000 50
Handelsbanken Fonder AB Re Jpmel 519,707 4.4
Third AP Fund 486,000 4.1
Mobederm AB 394,931 3.3
Grandeur Peak International 260,000 2.2
Grandeur Peak Global, Opportunities 180,000 1.5
Synskadades Stiftelse 172,201 1.4
JP Morgan Clearing Corp, W9 147,210 1.2
Kaufmann, Peter 120,800 1.0
Tolvplus4 AB 116,636 1.0
Lundmark, Anders 94,960 0.8
Deutsche Bank Ag Ldn-Prime Broker, Age Full Tax 80,000 0.7
Lonn, Mikael 60,000 0.5
Grandeur Peak Global Opportunities, L.P. 59,000 0.5
Karlsson, Ewa 55,900 0.5
TOTAL, 20 LARGEST SHAREHOLDERS 9,726,043 81.8
Other shareholders 2,167,529 18.2
Total 11,893,572 100.0

DISTRIBUTION OF OWNERSHIP

No.of shares Share capital, % No. of owners

Physical entities 1,688,751 14.20% 1,090
Legal entities 10,204,821 85.80% 139
TOTAL 11,893,572 100% 1,229
- of wh iding in Swed istered add i

of whom, residing in Sweden/registered address in 7.954.987 66.90% 1171
Sweden

° Authorization of up to 10 percent of outstanding shares
“Excluding individuals holding nominee registered shares, for example via Avanza Pension
°Moberg Pharmas VD, Peter Wolpert
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ANALYSTS WHO CONTINUOUSLY MONITOR MOBERG PHARMA

Klas Palin, Redeye Christian Lee, Remium

WARRANTS OUTSTANDING

On April 23, 2013, the Annual General Meeting of Moberg Pharma AB resolved to implement a

private placement of 77,096 warrants (equivalent to 77,096 shares) to the company’s wholly owned

subsidiary Moberg Derma Incentives AB and to introduce the employee stock option scheme 2013:1.
In the employee stock option scheme 2013:1, 60,750 stock options were allotted and 16,345 war-

rants reserved to cover future social security expenses for the employee stock options.

TREND IN SHARE CAPITAL

Quo-
Change Changes tient Exercise
innumber inshare Number Totalshare value, price, Invested

Date’ Transaction

Jan 2006 Ready-made |
company acquired

May 2006 Private placement 47984 4,798.40 1,047,984 104,798.40 0.10 15.00 719,760
Dec 2006 Private placement 171,120 17,112.00 1,219,104  121,910.40 0.10 33.10%, 5,334,072
613,866 61,386.60 1,832,970 183,297.00 0.10 4512 27,697,634
305,457 30,545.70 2,138,427 213,842.70 0.10 65.50 20,007,434
305,457 30,545.70 2,443,884 244,388.40 0.10 65.50 20,007,434
458,492  45,849.20 2,902,376 290,237.60 0.10 65.50 30,031,226
Dec 2009 New shareissue 144,723  14,472.30 3,047,099 304,709.90 0.10 65.50 9,479,357
June 2010° New share issue 9,895 989.50 3,056,994 305,699.40 0.10 65.50 648,123
3,056,994 305,699.40 6,113,988 611,398.80 0.10 - -
414,508  41,450.80 6,528,496 652,849.60 0.10 29.00 12,020,735
2,550,524 255,052.40 9,079,020 907,902.00 0.10 29.00 73,965,196
907,900 90,790.00 9,986,920 998,692.00 0.10 35.00 31,776,500
825,652 82,565.20 10,812,572 1,081,257.20 0.10 40.27 33,249,006
1,081,000 108,100.00 11,893,572 1,189,357.20 0.10 33.54 36,256,740

of shares capital ofshares capital, SEK SEK SEK capital
1000000 100000,00 1000000 100000,00 0,10 0,10 100000

Sept 2007 New shareissue
Jan 2008 Newshareissue
Apr2008 Newshareissue
Aug 2009 Newshareissue

Nov 2010 Bonusissue

Mar 2011 New shareissue
May 2011 New shareissue
Oct2012  Private placement
Nov 2012 Cash-in-kind issue
July 2013 Private placement

7 Refers to the date of registration at the Swedish Companies Registration office
8 Alsoincludes a directed issue of 10,000 series B chares to Karolinska Institutet Holding at an issue price fo SEK 0,10 SEK

? New issue in order to attract specific expertise to the company
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The total number outstanding warrants at the end of the year were 654,779. If all warrants were
to be exercised to subscribe to shares, the total number of shares would increase by 900,634 shares,
from 11,893,572 shares to 12,794,206 shares, corresponding to a dilution of 7.0 percent.

Group costs for the employee stock option program (excluding estimated social security costs) for
2013 were MSEK 0.8. Costs for 2012 were MSEK 0.9.

The stock options granted to employees under the company’s incentive program represent a max-
imum dilution of 5.6 percent. The remaining options, representing a dilution of 1.4 percent, are
owned by the company’s subsidiary Moberg Derma Incentives AB for the purpose of securing funds
for future social security contributions payable upon redemption of employee stock option schemes.

For more information about the employee stock option program see Notes 7 and 19.

SHARE PRICE DEVELOPMENT

SEK No.
50 4 — 300
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40 —

= 200
30 —

— 150
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~ 100
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— 50
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Traded shares in
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«===_Moberg Pharma OMX Stockholm_P!I

The price of the Moberg Pharma share compared with the OMX Stockholm PI (general index)
since the share listing on May 26, 2011.
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CONSOLIDATED STATEMENT
OF COMPREHENSIVE

INCOME

KSEK Note Jan-Dec2013  Jan-Dec 2012
Revenue 2 157,389 112,469
Cost of goods sold -39,967 -24,877
Gross profit 117,422 87,592
Selling expenses -75,674 -21,977
Business development and administrative expenses -27,832 -23,450
Research and development expenses -29,039 -30,782
Other operating income 4 1,068 2,718
Other operating expenses - -1,507
Operating profit/loss 5-9 -14,055 12,594
Interestincome and similaritems 10 545 1,844
Interest expense and similar items 10 -2,665 244
Profit/loss before tax -16,175 14,682
Income taxes Il 4,817 21,131
Net profit/loss for the year -11,358 35,813
Items that will be reclassified into the income statement

Translation differences on translation of foreign operations -725 -2,829
Other comprehensive income/loss -725 -2,829
COMPREHENSIVE INCOME FOR THE YEAR -12,808 32,984
Profit/loss attributable to Parent Company shareholders -11,358 35,813
Profit/loss attributable to minority interests - -
Comprehensive income/loss attributable to Parent Company

shareholders -12,808 32,984
Total comprehensive income attributable to minority interests - -
Earnings/loss per share before dilution 12 -1,01 3,85
Earnings per share after dilution™ 12 -1,01 3,68
Average number of shares before dilution 11,265,704 9,300,650
Average number of shares after dilution 11,735,821 9,742,044
Number of shares atyear-end 11,893,572 10,812,572

1 In periods during which the Group reports a loss, no dilution effect occurs. This is because dilution is recognized only when a potential conversion to ordi-

nary shares would mean that earnings per share would be lower.
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ASSETS (KSEK] Note Jan-Dec2013  Jan-Dec 2012 EQUITY AND LIABILITIES (KSEK) Note Jan-Dec2013  Jan-Dec 2012
FIXED ASSETS SHAREHOLDERS’ EQUITY 19
Intangible fixed assets Shareholders’equity attributable to Parent Company's shareholders
Capitalized expenditure for research and development work 13 383 - Share capital 1,189 1,081
Goodwill 13 70,021 70,346 Other capital contributions 300,569 265,334
Product rights 13 111,187 85,382 Translation differences -3,554 -2,829
Patents, licenses and similar rights 13 229 243 Accumulated deficit -85,352 -121,165
Totalintangible fixed assets 181,820 155,971 Net profit/loss for the year -11,358 35,813
Tangible fixed assets Total shareholders’ equity 201,494 178,234
Machinery and equipment 14 1,180 1,336
LIABILITIES
Financial and other fixed assets Long-term liabilities
Otherfinancial fixed assets 63 4 Interest-bearing liabilities 20 16,667 27,778
Deferred tax assets " 29,327 22,196 Other long-term liabilities 11,20 1,860 14,492
Total other fixed assets 29,390 22,200 Total long-term liabilities 18,5627 42,270
Total fixed assets 212,390 179,507 Current receivables
Accounts payable 4,570 8,992
CURRENT ASSETS Interest-bearing current liabilities 21 13,333 12,222
Inventories 15 6,968 9,739 Other current liabilities 21 19,216 19,008
Accrued expenses and deferred income 22 14,469 20,036
Currentreceivables Total current liabilities 51,588 60,258
Accounts receivable 16 18,181 31,254
Other receivables 16 683 513 Total liabilities 70,115 102,528
Prepaid expensesand accrued income 17 6,249 6,326
Total current receivables 25,113 38,093 TOTALEQUITY AND LIABILITIES 271,609 280,762
Assets pledged 23 178,679 191,098
Cash and bank balances 18 27,138 53,423 Contingent liabilities 23 0 0
Total current assets 59,219 101,255
TOTAL ASSETS 271,609 280,762
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CONSOLIDATED STATEMENT OF CHANGES
IN SHAREHOLDERS' EQUITY

Shareholders’ equity attributable to Parent Company’s shareholders

Earnings brought for-

Share Other capital ward including profit/ Total shareholders’
(KSEKI capital contributions Translation reserve loss for the year equity
Shareholders’ equity on January 1, 2012 908 197,044 0 -121,165 76,787
Net profit/loss for the year 35,813 35,813
Other comprehensive income - translation differences on translation of foreign operations ~ -2,829 -2,829 0
Total 0 0 -2,829 35,813 32,984
New share issues 173 70,414 70,587
Transaction expenses, new share issues -4,036 -4,036
Tax on transaction expenses, new share issues 1,061 1,061
Employee stock option schemes 851 851
Shareholders’ equity on December 31,2012 1,081 265,334 -2,829 -85,352 178,234
Shareholders’ equity on January 1, 2013 1,081 265,334 -2,829 -85,352 178,234
Comprehensive income/loss for the period -11,358 -11,358
Other comprehensive income - translation differences on translation of foreign operations =725 -725
Total 0 0 -725 -11,358 -12,083
New share issues 108 36,149 36,257
Transaction expenses, new shareissues -2,208 -2,208
Tax ontransaction expenses, new share issues 486 486
Employee stock option schemes 808 808
Shareholders’ equity on December 31,2013 1,189 300,569 -3,554 -96,710 201,494

Additional information on the share and its performance is available on page 38.
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CONSOLIDATED STATEMENT
OF CASH FLOWS

[KSEK] Note Jan-Dec2013  Jan-Dec 2012
Operating activities

Operating profit/loss before financial items -14,056 12,594
Financialitems, received and paid -1,123 1,816
Taxes paid 16 -
Adjustments for non-cash items:
Depreciation/amortization 9 6,105 713
Employee stock option costs 808 851
Cash flow before change in working capital -8,250 15,973
Change in working capital
Increase (-)/Decrease (+) in inventories 2,708 2,116
Increase (-)/Decrease (+] in operating receivables 12,597 -6,151
Increase (+)/ Decrease (-] in operating liabilities -10,205 -2,462
Cash flow from operating activities -3,150 9,476

Investing activities

Net investments inintangible fixed assets 13 -30,299 -
Net investments in equipmentand tools 14 -201 -630
Net investments in subsidiaries 25,26 -16,658 -97,067
Cash flow frominvesting activities -47,158 -97,696

Financing activities

Loans raised (+) 20 - 40,000
Loan repayment (-] 20 -10,000 -150
Shareissues 36,257 31,777
Issue expenses -2,208 -4,036
Cash flow from financing activities 24,049 67,590
CHANGE IN CASH AND CASH EQUIVALENTS -26,259 -20,629
Cash and cash equivalents on January 1 53,423 74,052
Exchange-rate difference in cash and cash equivalents -26 -
Cash and cash equivalents on December 31 18 27,138 53,423

Supplementary disclosures to cash-flow statement

Interest paid/received

Interest received 1,139 1,844
Interest paid -2,158 -28
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PARENT COMPANY
INCOME STATEMENT

[KSEK] Note Jan-Dec 2013 Jan-Dec 2012
Revenue 2 82,296 109,467
Cost of goods sold -19.063 -22,861
Gross profit 63,233 86,606
Selling expenses -14,363 -19,708
Business development and administrative expenses -17,407 -16,389
Research and development expenses -29,039 -30,782
Other operating income 4 1,068 2,718
Other operating expenses - -1,507
Operating profit/loss 5-9,28 3,492 20,938
Interestincome and similar items 10 832 1,850
Interest expense and similaritems 10 -2,673 244
Profit/loss before tax 1,651 23,032
Tax on net profit for the year " -685 20,952
PROFIT/LOSS 966 43,984

PARENT COMPANY STATEMENT OF COMPREHENSIVE INCOME
(KSEK] Jan-Dec,2013 Jan-Dec,2012
Net profit/loss for the year 966 43,984

Other comprehensive income - -
COMPREHENSIVE INCOME FORTHE YEAR 966 43,984
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FINANCIAL INFORMATION

ASSETS (KSEK] Note Dec 31,2013 Dec 31,2012 EQUITY AND LIABILITIES (TSEK) Note Dec 31,2013 Dec 31,2012
FIXED ASSETS SHAREHOLDERS’ EQUITY 19
Intangible fixed assets Restricted shareholders’equity
Capitalized expenditure for research and development work 13 383 - Share capital 1,189 1,081
Product rights 13 31,897 - Total restricted shareholders equity 1,189 1,081
Patents, licenses and similar rights 13 229 243
Totalintangible fixed assets 32,509 243 Unrestricted shareholders’equity
Share premium reserve 179,016 265,305
Tangible fixed assets Profit carried forward/accumulated deficit 43,985 -121,158
Machinery and equipment 14 653 758 Net profit/loss for the year 966 43,984
Total unrestricted shareholders’equity 223,967 188,131
Financial and other fixed assets
Participationsin Group companies 26,27 178,106 178,106 Total shareholders’ equity 225,156 189,212
Other financial fixed assets 1 1
Deferred tax assets " 21,787 22,014 LIABILITIES
Total other fixed assets 199,894 200,121 Long-term liabilities
Long-term interest-bearing liabilities 20 16,667 27,778
Total fixed assets 233,056 201,122 Other long-term liabilities 20 - 16,250
Total long-term liabilities 16,667 44,028
CURRENT ASSETS Current receivables
Accounts payable 3,713 8,292
Current receivables Interest-bearing current liabilities 21 13,333 12,222
Accounts receivable 16 5,180 17,063 Other current liabilities 21 19,802 19,008
Receivables from Group companies 16 19,024 7,781 Accrued expenses and deferred income 22 7,235 10,831
Otherreceivables 16 650 497 Total current liabilities 44,083 50,353
Prepaid expenses and accrued income 17 5,752 6,293
Total current receivables 30,606 31,633 Total liabilities 60,750 94,381
Cash and bank balances 18 22,244 50,838 TOTALEQUITY AND LIABILITIES 285,906 283,593
Assets pledged 23 198,708 198,708
Total current assets 52,850 82,471 Contingent liabilities 23 - -
TOTAL ASSETS 285,906 283,593
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FINANCIAL INFORMATION

PARENT COMPANY CHANGES
IN SHAREHOLDERS' EQUITY

Share premium

Unrestricted

Total shareholders’

[KSEK) Share capital reserve shareholders’ equity equity
Shareholders’ equity on January 1, 2012 908 197,044 -121,158 76,794
Total comprehensive income for 2012 43,984 43,984
New share issues 173 70,414 70,587
Transaction expenses, new share issues -4,036 -4,036
Tax on transaction expenses, new share issues 1,061 1,061
Employee stock option schemes 822 822
Shareholders’ equity on December 31,2012 1,081 265,305 -77174 189,212
Shareholders’ equity on January 1, 2013 1,081 265,305 -77,174 189,212
Total comprehensive income for 2013 966 966
Appropriation of profits according to resolution by the AGM -121,159 121,159 0
New share issues 108 36,149 36,257
Transaction expenses, new share issues -2,208 -2,208
Tax on transaction expenses, new share issues 486 486
Employee stock option schemes 443 443
Shareholders’ equity on December 31,2013 1,189 179,016 44,951 225,156
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FINANCIAL INFORMATION

PARENT COMPANY

CASH-FLOW STATEMENT

[KSEK] Note

Jan-Dec 2013

Jan-Dec 2012

Operating activities

Operating profit/loss before financial items 3,492 20,938
Financialitems, received and paid -836 1,822
Taxes paid 28 -
Adjustments for non-cash items:
Depreciation/amortization 9 244 233
Employee stock option costs 443 822
Cash flow before change in working capital 3,371 23,815
Change in working capital
Increase (-)/Decrease (+] in inventories - 1,239
Increase (-]/Decrease [+] in operating receivables 626 -15,227
Increase (+)/ Decrease (-] in operating liabilities -9,558 5,672
Cash flow from operating activities -5,561 15,499
Investing activities
Net investments inintangible fixed assets 13 -30,299 -
Net investments in equipmentand tools 14 -125 -479
Net investments in subsidiaries 25,26 -16,658 -105,731
Cash flow frominvesting activities -47,082 -106,210
Financing activities
Loans raised (+) 20 - 40,000
Loan repayment (-] 20 -10,000 -150
Shareissues 36,257 31,777
Issue expenses -2,208 -4,036
Cash flow from financing activities 24,049 67,590
CHANGE IN CASH AND CASH EQUIVALENTS -28,594 -23,121
Cash and cash equivalents on January 1 50,838 73,959
Cash and cash equivalents on December 31 18 22,244 50,838
Supplementary disclosures to cash-flow statement
Interest paid/received
Interest received 1,136 1,850
Interest paid -1,972 -28
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NOTES

Information contained in the notes pertains to both the Parent Company and the Group unless otherwise specifi-
cally stated. If only one set of values is stated in a note, with no reference to the Group or Parent Company, then
the values forthe Group and Parent Company are identical.

NOTE 1. ACCOUNTING POLICIES

Company information

The AnnualReport for Moberg Pharma AB for 2013 was approved for publication inaccordance with a Board deci-
sion made on March 27, 2014. The Annual Report will be submitted to the Annual General Meeting (AGM] for
adoption on May 13, 2014. Moberg Pharma AB (publ), corporate registration number 556697-7426, is a limited
liability company registered in Bromma, Sweden. The Company’s main business is described in the Administra-
tion Report.

Basis of preparation and IFRS
The following accounting and valuation principles pertain to both the consolidated financial statements and the
Parent Company’s financial statements unless otherwise specified.

The consolidated financial statements have been prepared in accordance with international accounting
standards, the International Financial Reporting Standards (IFRS) issued by the International Accounting Stand-
ards Board (IASB), as well as interpretations from the International Financial Reporting Interpretations Commit-
tee (IFRIC), as adopted by the European Commission for application in the EU.

The consolidated financial statements have also been prepared in accordance with Swedish law (the Annual
Accounts Act) by application of Recommendation RFR 1 of the Swedish Financial Reporting Board.

The Parent Company financial statements have been prepared in accordance with Swedish law (the Annual
Accounts Act) by application of Recommendation RFR 2 of the Swedish Financial Reporting Board. IFRS valuation
and disclosure rules, as appliedin the consolidated financial statements, also apply to the Parent Company.

New accounting policies

A number of new or updated accounting recommendations and interpretations are applicable for the fiscal year
beginning January 1, 2013. Including the amendment to IFRS 13 Fair Value Measurement and the amendment to
IAS 1 Presentation of Financial Statements.

IFRS 13 contains uniform rules for calculating fair values and also includes requirements concerning disclo-
sures of fair values. The introduction of IFRS 13 requires that additional disclosures have to be presented con-
cerning the fairvalue of financial instruments. These disclosures are presented in Note 24.

The amendment to IAS 1 introduces new presentation requirements concerning other comprehensive
income, whereby this is to be divided into items that are to be reclassified to profit or loss and items that are never
to be reclassified to profit or loss. In the consolidated financial statements, the amendment includes a heading
has been added to the statement of comprehensive income, to clarify that the consolidated financial statements
only include items that are to be reclassified to profit or loss.

In addition to the new items that have become effective this year, the Group has chosen to prospectively adopt
the amendment to IAS 36 Impairment Losses. This treatment eliminates the disclosure requirement concerning
the recoverable amount for all cash-generating units to which goodwill has been allocated, as promulgated by
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IFRS 13. Therefore, noimpactwill arise for the disclosures provided on impairment testing of goodwill, which are
presented in Note 13.

2014 and ahead

A number of new or amended IFRSs will not come into effect until forthcoming fiscal years and have not been
applied prospectively when preparing these financial statements, with the exception of the amendment to IAS 36,
as described above. The IFRSs that are expected to have an impact or may have an impact on the consolidated
financial statements are presented below. Apart from the IFRSs described below, other new standards that had
been approved at December 31, 2013 are not expected to have an impact on the consolidated financial state-
ments.

The Group Package, comprises of IFRS 10 Consolidated Financial Statements, IFRS 11 Joint Arrangements,
IFRS 12 Disclosures of Interest in Other Entities the amendments to |IAS 27 Separate Financial Statements and
the amendments to IAS 28 Investments in Associates and Joint Ventures, which became effective on January 1,
2014 and has been adopted by the EU. These standards are currently not expected to have an impact on the con-
solidated financial statements, with the exception of the fact thatin forthcoming annual reports expanded disclo-
sures will be presented concerning participations in other entities.

With the amendment to IAS 32, the application guidance section has been clarified regarding the offsetting of
financial assets and financial liabilities. The clarification pertains to the definition of “a legally enforceable right
to set off” and the definition of “items that can be settled net” in various contexts. The amendment comes into
effect on January 1, 2014 and has been adopted by the EU. The Group is currently investigating whether or not it
will impact the financial statements. The interpretation IFRIC 21 Levies clarifies when to recognize a liability
comprising fees/taxes imposed by a central government or equivalent agency on companies in accordance with
laws/ordinances, with the exception of income tax, penalties and fines.

The interpretation states that a liability is to be recognized when the company is subject to an obligation to pay
the fee due to an event that has occurred and it is to be applied for fiscal years beginning on January 1, 2014 or
later. This standard has yet to be adopted by the EU. An inquiry is currently under way concerning how the Group
will be impacted by the interpretation.

Translation of foreign currency

Functional currency and reporting value

Iltems included in the financial statements of the various Group companies are measured in the currency used in
the economic environment in which the particular companies are active (functional currency). Moberg Pharma
AB's functional currency is Swedish kronor [SEK]), which also represents the reporting currency of the Parent
Companyandthe Group. Consequently, the Company’s financial statements are presented in Swedish kronor and
rounded to the nearest thousand unless otherwise stated. Due to the rounding component, totals may not tally.

Transactions and balance-sheet items

Transactions in foreign currency are translated to the functional currency based on the exchange rates prevail-
ing on the transaction date. Monetary assets and liabilities in foreign currency are translated to the functional
currency at the exchange rate prevailing on the balance sheet date. Exchange-rate differences arising from
translation are recognized in net financial items in profit or loss. Non-monetary assets and liabilities are nor-
mally recognized at historical cost and are translated at the exchange rate prevailing on the transaction date.



NOTES

Translation of foreign subsidiaries

Assets and liabilities in foreign operations, including goodwill and other surplus and deficit value, are translated
to SEK using the exchange rate prevailing on the balance sheet date. Revenues and costs in foreign operations
are translated to SEK at the average exchange rate that represents an approximation of the exchange rates pre-
vailing on the transaction date. Translation differences arising from translation of foreign operations are recog-
nized directly in the statement of comprehensive income as a translation difference.

Valuation basis
Moberg Pharma uses cost to recognize balance-sheetitems unless stated otherwise.

Consolidation principles
Subsidiaries are consolidated in accordance with the purchase method. The cost of an acquisition comprises the
fair value of assets provided as payment, issued equity instruments and the liabilities incurred or taken over at
the date of transfer. Identifiable acquired assets, assumed liabilities and contingent liabilities arising from a
company acquisition are initially measured at fair value on the acquisition date. The surplus represented by the
difference between costand the fair value of the Group's share of identifiable acquired net assetsis recognized as
goodwill.

Intra-Group transactions and balance-sheet items, as well as unrealized gains on transactions between
Group companies, are eliminated in their entirety.

Income

Two types of income are included in revenue: product sales and milestone payments. Revenue is recognized at

the fair value of the consideration received or that will be received, after deduction of discounts and recorded as

follows:

e Productsalesare invoiced upon deliveryand recognized in profit or loss when material risks and benefits asso-
ciated with ownership of the goods have been transferred to the buyer.

* Milestone payments are recognized when all terms and conditions for entitlement to the agreement have been
met.

Otherincome
Governmentgrants andresearch grants are recognizedin profitor loss as otherincome in the same period as the
expenses that the grants are intended to offset.

Goodwill

Goodwill comprises the amount by which cost exceeds the fair value of the Group’s share of the acquired subsidi-
ary’s identifiable net assets on the acquisition date. Goodwill arising from acquisitions of subsidiaries is recog-
nized as anintangible asset. Goodwill is tested annually to identify any impairment need and is recognized at cost
less accumulated impairment losses.

Productrights

Product rights are recognized at cost. Product rights have a limited useful life and are recognized at cost less
accumulated amortization and, where appropriate, impairment losses. The value of product rights is tested for
impairment regularly.
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Fixed assets

Non-current assets are recognized at cost less accumulated depreciation or amortization and any impairment
loss. Depreciation and amortization are applied according to plan over the asset’s estimated useful life from the
time of an acquisition.

Depreciation/amortization periods
The following useful lives are applied for various types of assets:

Product rights 15years-25years

Patents useful life of the patent

Capitalized expenditure for research and development work anticipated useful life

Machinery 7 years
Equipment Syears
Computer equipment! 3years

Amortization of patents commences from the time of commercialization. Once commercialization has com-
menced, patents are amortized over the term of the patent or on a straight-line basis over the anticipated useful
life of the patent if this is less than the term of the patent. Amortization of product rights is applied straight line
over the anticipated useful life.

Research and development costs
Research costs are expensed immediately as incurred.

Expenditures relating to internally generated development projects are capitalized as an intangible asset in
accordance with IAS 38 Intangible Assets insofar as there is a great probability that the expenditure will generate
future economic benefits. The cost of such intangible assets is amortized over the asset’s estimated useful life.
Other development costs are expensed as incurred. Moberg Pharma’s assessment of this policy for ongoing
development projects is presented on page 50 (Significant estimates and assessments). Expenditure arising
before the time when all capitalization criteria have been fulfilled will continue to be expensed. Direct costs for
completing the product, such as those for patents, registration applications and product testing, including
employee benefits, will be recognized in cost. Depreciation/amortization will be applied using the straight-line
method to ensure that the development costs are allocated on the basis of estimated useful life. The useful life is
based on the service life of the underlying patent; depreciation/amortization is applied using the straight-line
method from the date of commercialization until the end of the patent, or the straight-line method across the
anticipated useful life if this is less than the underlying service life of the patent. Accordingly, the amortization
period for capitalized development expenditure will exceed the five years that, according to the Annual Accounts
Act, should normally be the amortization period in the Parent Company.

Thereason for the longer amortization period is that the next generation of Kerasal Nail™/Nalox™ is expected
to generate revenue throughout the entire term of the patents. Expenditure relating to acquired development
projects is capitalized as intangible assets.

Impairment losses excluding goodwill

At each reporting date, the carrying amounts of intangible and tangible assets are tested for impairment. If an
indication of impairment exists, the asset’s recoverable amount is estimated. The recoverable amount is the
higher of the fair value of the asset less selling expenses and the asset’s value in use.

" PCsarenotrecognized as assets butare instead recognized in profit or loss as the costs arise..



NOTES

Value in use is determined by estimating and discounting future incoming and outgoing payments generated by
the asset. If the recoverable amountis lower than the carrying amount, the asset is written down to the recovera-
ble amount. This impairment loss is recognized directly in profit or loss.

Receivables
An assessment of doubtful receivables is made when it is no longer likely that the full amount will be received.
Doubtful receivables are written off in their entirety upon a confirmed loss.

Leasing

Leasesinwhichasignificant share of the risks and benefits of ownership are retained by the lessor are classified
asoperating leases. All lease agreements have been classified as operating leases. The leasing fee for operatio-
nal leases is expensed straight line over the leasing period unless another systematic approach better reflects
the user’s financial utility over time.

Inventories

Inventories are stated at the lower of cost (weighted average price) and net realizable value. Acquisition costs are
defined as costs for finished goods and raw materials. Cost includes purchasing costs, customs and transport
costs and other direct costs associated with the purchase of goods. Net realizable value is the estimated selling
price in the company’s operating activities less selling expenses. The risk of obsolescence and confirmed obso-
lescence has been taken into account in the valuation. As the goods in inventory are sold, the carrying amount is
expensed during the period in which the corresponding revenue is recognized. Losses on goods in inventory are
recognized in profit and loss during the period to which they relate.

Financialinstruments

Financial instruments that are recognized in the balance sheet include trade receivables, cash and bank balan-
ces, accounts payable, certain accrued costs, interest-bearing liabilities and other liabilities. The Group does
currently not have any derivative instruments.

Accounts receivable

Accounts receivable are recognized in the balance sheet upon dispatch of invoice. Trade receivables are stated at
cost less any provisions for impairment. A provision for impairment of trade receivables is made when there is
objective evidence that the Group will not be able to recover all overdue amounts in accordance with the original
terms and conditions for the receivables. The amount of the provision is recognized in profit or loss.

Cash and cash equivalents
Cash and cash equivalents consist of bank deposits.

Accounts payable
Since the expected maturity of trade accounts payable is short, the liability is recognized at the nominal amount
with no discount by applying the amortized cost method.

Interest-bearing liabilities

All loans are initially recognized at cost, which is defined as the fair value of what has been received. Subsequ-
ently, the loans are recognized at amortized cost. Interest expenses are recognized as a financial expense in the
period to which they belong. Non-current liabilities have an expected maturity greater than one year while cur-
rent liabilities have a maturity of less than one year.
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Provisions

Provisions are recognized in the balance sheet when the Group has a legal or informal obligation arising from
previous events and itis more probable than not that an outflow of resources will be required to settle the obliga-
tion and the amount can be reliably calculated.

Pensions and other committed post-employment benefits

Moberg Pharma provides defined-contribution pension plans for all Group employees. Defined-contribution
plans and other short-term benefits for employees are recognized as personnel expenses during the period that
the employee performed the service associated with the compensation. Prepaid fees are recognized as an asset
to the extent that cash repayment or a reduction of future payments may benefit Moberg Pharma.

Shareholders’ equity
Transaction costs directly attributable to the issuance of new shares are recognized, net after tax, as a deduction
from the issue proceeds.

Warrants program

Share-based incentive schemes are recognized in accordance with IFRS 2. Existing share-based incentive
schemes consist of Employee Stock Option Schemes 2008:1, 2008:2, 2009:1, 2010:1, 2010:2, 2011:1, 2012:1, 2012:2
and 2013:1.

Under IFRS 2, the cost of share-based payments to employees is recognized at fair value at the date of grant-
ing. The costis recognized, along with a corresponding increase in equity, in the period in which the performance
or vesting conditions were met, until the date when the employees are fully entitled to the compensation [the
vesting date).

The accumulated cost recognized at each reporting date until the vesting date reflects the extent to which the
vesting period has been completed and Moberg Pharma’s estimate of the number of share-based instruments
that will ultimately vest.

The Company’s employee stock option schemes constitute a transaction that is settled through equity instru-
ments inaccordance with IFRS 2, where the fair value of the granted employee stock options is recognized in profit
or loss as a personnel expense over the vesting period. The fair value of the employee stock options is determined
at the date of granting using the Black-Scholes option pricing model. Vesting conditions are included in assump-
tions about the number of options that are expected to become exercisable. These estimates are reviewed on a
reqular basis. Moberg Pharma recognizes in profit or loss any effect of the review of the original estimate along
with a corresponding effect in equity during the remainder of the vesting period. Funds received upon exercise of
employee stock options, net of any directly attributable transaction costs, are recognized in equity.

Related-party transactions

Remuneration and benefits paid to senior executives are recognized in accordance with IAS 19 Employee Benefits
and IFRS2 Share-based Payment. Otherdisclosures on related-party transactions are recognized in accordance
with IAS 24 Related Party Disclosures and the Swedish Annual Accounts Act; see Note 31.

Tax
Current tax and changes in deferred tax are recognized as Moberg Pharma’s tax expense or tax income. Current
taxis calculated on the taxable results for the year in accordance with tax regulations. Current tax also includes
adjustments from previous tax years.

Deferred taxis the tax calculated based on the taxable or deductible temporary differences between the car-
ryingamount and tax value of assets and liabilities.
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In accordance with the balance sheet method, deferred tax is recognized in its entirety on all temporary differ-
encesarising between the tax-assessment value of assets and liabilities and their carryingamount in the consol-
idated financial statements. Deferred tax is calculated by applying the tax rates and laws that have been enacted
orthatin principle have been enacted onthe balance sheet date and that are expected to apply when the deferred
tax assetisrealized or the deferred tax liability is settled.

Deferred tax assets pertaining to tax-deductible temporary differences and tax loss carryforwards are rec-
ognized only insofar as itis considered likely that they will be utilized and will result in lower tax payments in the
future.

In connection with the acquisition of the U.S. operation in 2012, push down accounting was applied, which
entails that surplus value is recognized in a legal entity. Fair-value adjustments totaling MUSD 17.87 (MSEK
116.2) are deductible in connection with income taxation in the US, primarily through tax depreciation over a
15-year period following the acquisition. The temporary difference results in a deferred tax liability in the Group.

Parent Company’s accounting policies

The Parent Company’s accounting policies essentially comply with the accounting policies of the Group. For the
Parent Company, an income statement and a statement of comprehensive income are presented, while for the
Group, this is presented in a single report in the statement of comprehensive income. Furthermore, for the
Parent Company, the terms balance sheet and cash flow statement are used for those statements that in the
Group are called statement of financial position and statement of cash flows, respectively. The income statement
and balance sheet for the Parent Company are drawn up according to the presentation stipulated in the Annual
Accounts Act, while the statement of comprehensive income, the statement of changes in equity and the cash
flow statement for the Group are based on IAS 1 Presentation of Financial Statements and IAS 7 Statement of
Cash Flows. The differences concerning the consolidated financial statements that are relevant to the Parent
Company’s income statements and balance sheets consist mostly of the recognition of equity.

Shares in subsidiaries
Shares in subsidiaries are recognized at cost, less any impairment losses, in accordance with the Annual
Accounts Act.

Important estimates and assumptions

Estimates and assessments are evaluated on an ongoing basis, based on historical experience and other factors
as well as expectations of future events that are considered reasonable based on current circumstances. Pro-
spective estimates and assessments are made. Accounting estimates will, by definition, rarely match actual out-
comes. Estimates and assumptions that involve a significant risk of material adjustments to carrying amounts
during the coming fiscal year are discussed below.

Impairment testing of goodwill and other Intangible assets

The Group regularly tests goodwill and development projects in progress for impairment. Other intangible
assets are tested forimpairment when events or changes indicate that the carrying amountis not recoverable. In
calculating value in use, future cash flows are discounted at an interest rate that takes into account the market’s
assessment of risk-free interest and risk (WACC). The Group bases these calculations on achieved earnings,
forecasts and business plans. The estimations and assumptions made by management during impairment tes-
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ting can have a major impact on consolidated profit. Impairment losses, which are recognized if the estimated
valueinuseis less than the carryingamount, are charged against profit. For the materialassumptions made, see
Note 13. The possibility that goodwill will have to be impaired cannot by excluded, which would have a material
impact on Moberg Pharma’s financial position and earnings. As of December 31, 2013, the value of goodwill was
MSEK 70.0.

Product rights

The assessment of the value of product rights depends on certain assumptions pertaining to forecasts of future
sales revenues, contribution to profit and the costs incurred by the particular product. Assumptions are also
made concerning discount interest rates, product life and royalty rates. The maximum period of amortization for
product rights currently applied by Moberg Pharmais 15 years. The possibility cannot be excluded that the carry-
ing amount of product rights will have to be impaired, which would have a material impact on Moberg Pharma’s
financial position and earnings. As of December 31, 2013, the value of product rights was MSEK 111.2.

Internal development expenses

Development costs are to be capitalized as intangible assets when it is probable that the project will succeed.
Each development project is unique and must be assessed based on its particular merits. The earliest assessed
timing for capitalization is during phase Il studies or equivalent final development steps for types of products
other than pharmaceuticals. After completion of such development steps, a number of uncertainties factors
could remain so that the criteria for capitalization cannot be considered satisfied.

Given premature capitalization, there is a risk that a project will fail and that the capitalized costs will not be
justified, and will have to be expensed directly. In turn, this would imply that previous and current year results
would be misleading because of an excessively optimistic assessment of the likelihood of success. The Board is
of the opinion that only one ongoing development project, next generation of Kerasal Nail™/Nalox™, currently
fulfills all capitalization criteria. As of December 31, 2013, the value of capitalized expenditure for research and
development was MSEK 0.4.

Tax

Deferred tax assets pertaining to tax-deductible temporary differences and tax loss carryforwards are recogni-
zed only insofar as it is considered likely that they will be utilized and will result in lower tax payments in the
future. The deferred tax asset has been calculated on the basis of the assessment made by management and the
Board of Directors concerning the future utilization, in the foreseeable future, of tax deficits accumulated in the
Group. A changed assessment of how the loss carryforwards can be recovered through future taxable surpluses
could impact recognized taxes on earnings and on items in the balance sheet in forthcoming periods. As of
December 31, 2013, the value of deferred tax assets was MSEK 29.3.
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NOTE 2. SALES

Parent Company Group
Distribution of revenue 2013 2012 2013 2012
Sales of products 77,483 79,717 152,576 82,719
Milestone payments 4,813 29,750 4,813 29,750

82,296 109,467 157,389 112,469

During 2013, the company had one customer who accounted for 27 percent (2] of the Group’s revenue (customer
headquartered in the U.S.), one customer who accounted for 24 percent (62) of the Group's revenue (customer
headquartered in Sweden), as well as one customer who accounted for 12 percent (1) of the Group's revenue
[customer headquartered in the U.S.].

Parent Company Group
Revenue by geographical market 2013 2012 2013 2012
Europe 42,290 84,102 43,494 84,102
America 35,307 17,442 94,250 20,275
Rest of the world 4,699 7,923 19,645 8,092

82,296 109,467 157,389 112,469
Revenue is based on the geographic market from which the product is sold.

Parent Company Group
Revenue by product category 2013 2012 2013 2012
Kerasal Nail™ /Nalox™ 79,843 109,369 97,964 108,251
Kerasal® - - 26,263 1,466
Jointflex® - - 32,725 2,653
Other products 2,453 98 436 98

82,296 109,467 157,389 112,468

The Domeboro® Vanquish® and Fergon® products were acquired from Bayer Healthcare on December 19, 2013
and sales from their products are included in profit or loss from that date. Sales of the newly acquired products
amounted to MSEK 0.4 in 2013.

The subsidiary Moberg Pharma North America LLC (formerly Alterna LLC) was acquired on November 27,
2012 and its operations are included in profit or loss as of this date. Of product sales in 2012, one month’s sales of
the newly acquired products Kerasal®and JointFlex® accounted for MSEK 1.5 and MSEK 2.7, respectively.

NOTE 3. SEGMENT INFORMATION

Moberg Pharma’s operations comprise only one area of operation, the development and commercialization of medi-
cal products. Since the operations are conducted in one area of operation, no separate segment information is pre-
sented.
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NOTE 4. OTHER OPERATING INCOME

Parent Company Group
2013 2012 2013 2012
Grants received 500 1,500 500 1,500
Exchange-rate gains 234 1,107 234 1,107
Other 334 111 334 1M1
1,068 2,718 1,068 2,718

The research grants received pertain to research grants from Vinnova; Moberg Pharma counter-finances the
research grantswithits own funds. Theresearch grants are disbursed when partand final targets of the projects
are reported inaccordance with a predetermined time frame.

NOTE 5. COSTS ALLOCATED BY TYPE

Parent Company Group
Operating Expenses 2013 2012 2013 2012
Raw materials and supplies - - 26,428 2,016
Goods for resale 19,063 22,861 13,539 22,861
Personnel costs 29,001 27,265 37,014 27,952
Depreciation/amortization 244 233 6,104 713
External research and development expenses 14,974 17,795 14,974 17,795
External selling expenses 7,327 12,416 58,624 13,491
Distribution - - 3,272 235
Other operating expenses 9263 10,677 12,557 17,529

79,872 91,247 172,512 102,592

Total operating expenses can be obtained if you summarize the rows for cost of goods sold, selling expenses,
business development and administrative expenses, research and development expenses and other operating
expenses inthe consolidated statement of comprehensive income.

Parent Company Group
Depreciation/amortization by function 2013 2012 2013 2012
Research and development expenses 171 164 1M 164
Selling expenses 37 37 5,898 517
Business development and administrative expenses 36 32 36 32
244 233 6,105 713

Depreciation of selling expenses pertains mainly to acquired product rights.
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NOTE 6. LEASING

Moberg Pharma has no financial leasing liabilities. Moberg Pharma’s operational leasing obligations are pre-

sented below. Leasing fees for operational leases are to be expensed straight line over the leasing period. On the

balance-sheet date, the total amount of future minimum leasing fees pertaining to non-cancelable operational

leases was distributed as follows:

Parent Company Group
Operational leasing 2013 2012 2013 2012
Payment within one year 2,270 2,294 2,670 2,641
Payment between one year and five years. 3,938 5,973 5,649 7,655
Payment between later than five years. - - 1,969 -
6,208 8,267 10,288 10,296

Parent Company Group
Operational leasing costs during the year 2013 2012 2013 2012
Leasing of premises 2,599 1,854 2,944 1,879
Leasing of parking spaces 120 13 120 13
Cleaning agreement 109 65 109 65
Leasing of machinery 133 96 133 96
2,961 2,128 3,306 2,153

NOTE 7. PERSONNEL
2013 2012

Number of Number of
Average number employees Average number employees
Number of of employees atDec 31 of employees atDec 31
employees Women Men Total Total Women Men Total Total
Sweden 15 7 21 22 14 5 19 21
USA g 2 7 7 0 0 1 8
Total 20 9 28 29 14 5 20 29

Reporting of members of Parent Company 2013 2012
management by gender Women Men Women Men
Board of Directors 1 7 1 7
Other senior executives 1 4 2 6
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2013

Reporting of members of Group 2013 2012
management by gender Women Men Women Men
Board of Directors'’ 1 7 1 7
Other senior executives™ 1 5 2 7
"?Boards of Directors of the Group's business operating companies.
®Management teams in the Group’s business operating companies.

Parent Company Group
Total salaries, social security expenses and pensions 2012 2011 2013 2012
Salaries and other remuneration, including pension costs 21,182 18,739 28,112 19,364
Employee stock option costs 443 822 798 851
Social security expenses 6,006 6,639 6,367 6,672
Training 280 112 280 12
Recruitment 378 339 378 339
Other expenses 712 614 1,078 614
Total 29,001 27,265 37,014 27,952
Of which, pension costs 2,637 2,360 2,637 2,360

In 2013, variable remuneration for the entire workforce was MSEK 2.8 (2.8), of which MSEK 2.0 in the Parent Com-
pany. Variable remuneration corresponded to approximately 6 percent of the Group’s total personnel expenses.

All permanent employees who have been employed for more than six months have a variable salary component,

which is linked to the fulfillment of individual and company goals for the year.

Senior executive benefits
Board and committees

The Chairman of the Board and other Board members receive director fees in an amount resolved by the AGM.

President and CEO

For 2013, the company paid CEO Peter Wolpert MSEK 1.7 in basic salary and MSEK 0.4 in variable remuneration.
Since the CEO has a defined contribution pension, the company has no further pension obligations in addition to

those stated here. Premium payments corresponded to 27 percent of basic salary for 2013. The notice period is

six months if the CEO resigns at his own initiative and 12 months if the company terminates his position.
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Other senior executives

The remuneration paid to other senior executives consists of basic salary, variable compensation, other benefits
and pension benefits. The term other senior executives in the Parent Company pertains to the four executives
who, in addition to the CEO, comprise the Executive Management Group. In addition to the CEO, the Executive
Management Group consisted of the following individuals in 2013:

e Vice President, Research and Development
e Chief Financial Officer
e Vice President, Sales and Marketing

* President of Moberg Pharma North America

In addition to the Executive Management Group above, the CFO of Moberg Pharma North America is included in
the management teams of the Group’s operating companies and thus in the senior executives below.

Remuneration of senior executives

Atthe AGM on April 23, 2013, the following guidelines were resolved for senior executives of Moberg Pharma: the
company is to offer a market-aligned total remuneration package that facilitates the recruitment and retention of
qualified senior executives. The remuneration paid to the Chief Executive Officer and other senior executives is to
comprise basic salary, variable remuneration, other benefits and pension benefits. The total remuneration is to
be based on the basic salary, which must be proportionate to the executive's responsibilities and authority. Vari-
able compensation is capped at 25-50 percent of each executive’s basic annual salary. Variable compensation is
to be based on results achieved in relation to individually defined qualitative and quantitative targets, as well as
the company’s result in relation to goals set by the Board of Directors. Pensionable salary comprises only basic
salary. To the extent that Board members perform work for the company or any other Group company, in addition
towork on the Board of Directors, a market-aligned consultancy fee may be payable.

In case of employment termination, the notice period is to be at least three months if the senior executive
resigns and between three and 12 months if the company takes the initiative. Severance amounts are not payable.
Any share and share-price-related programs must be adopted by an AGM. Allotment from such programs must
beinaccordance with aresolution from the AGM. With the exception of the employee stock options that have been
allotted and vested, and what is provided for under employment contracts as referred to above, senior executives
are not entitled to any post-employment/assignment benefits.

The Board of Directors is to be entitled to disapply the aforementioned principles for remuneration of senior
executives if there are special reasons for so doing.

MOBERG PHARMA ANNUAL REPORT 2013

Remunerations and other benefits during the year for senior executives in the Group

Share-
Basic Variable based Other
salary/ remune- Other Pension remuner- remu-
Board fee ration  benefits costs ation' neration Total
Chairman of the Board,
Mats Pettersson 300 300
Vice Chairman,
Wenche Rolfsen 329" 329
Board member,
Gustaf Lindewald 150 150
Board member,
Peter Rotschild 150 150
Board member,
Torbjorn Koivisto 150 150

Board member,
Geert Cauwenbergh
(elected May 23, 2012) 18716 187

Board member, George
Aitken-Davies (elected

November 27, 2012) - 0

President and CEO,

Peter Wolpert 1,764 397 489 127 2,777

Other senior executives

(5 persons) 5,697 1,451 813 471 1,172V 9,605
8,727 1,848 0 1,302 598 1,172 13,648

14 These expenses do not entail a right to payments and do not affect the Company ‘s cash flow. Estimated expenses for social security contributions are not
included in the carrying amounts

15 The Director’s fee paid to Rolfsen Consulting AB also includes remuneration corresponding to social security contributions.
16 Fees for the Phases123 LLC include replacement of social security contributions.

17 The line includes remuneration of SEK 977,000 to Steve Cagle [President of Moberg Pharma North America) and SEK 195,000 to Jim Barton (CFO of Moberg
Pharma North America) in the form of expensed portion of the purchase consideration for the acquisition of the US operation [purchase consideration that
is conditional upon continued employment in the Company being entered as salary during the vested period)

Incentive program

Moberg Pharma has introduced a share-based incentive plan in the form of employee stock options intended to
promote the company’s long-term interests by motivating and rewarding senior executives and other employees.
All permanent employees who had been employed for at least 12 months on December 31, 2013 are now either
shareholders or are included in the company’s incentive plan. Information on the number of shares and warrants
held by Board members, the CEO and other senior executivesis presented under the Board of Directors on page 74
and Executive Management on page 73. For further information on share-based remunerations, refer to Note 19.
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NOTE 8. INFORMATION ON REMUNERATION OF THE AUDITOR

NOTE 10. FINANCIAL ITEMS

Parent Company Group Parent Company Group
2013 2012 2013 2012 Interest income and similar items 2013 2012 2013 2012
Ernst & Young Interest income 832 1,825 546 1,819
Audit assignment 205 354 367 354 Other financial income 0 25 0 25
Auditing in addition to the assignment 168 621 168 621 832 1,850 546 1,844
Tax advice 31 14 31 14
Other services 483 1,148 483 1,148 Parent Company Group
887 2,137 1,049 2,137 Interest expense and similar items 2013 2012 2013 2012
McGladrey Interest expense 2,292 285 2,284 285
Audit assignment - - 388 325 Exchange-rate gains/losses on liabilities 182 -550 182 -550
Auditing in addition to the assignment = - = 65 Costs for loans raised 199 17 199 17
Tax advice - - - 65 Other financial expenses - 4 - 4
Other services - - - - 2,673 -244 2,665 -244
0 0 388 455
Total 887 2,137 1,437 2,592
NOTE 11. TAXES
Auditassignments are defined as the examination of the Annual Reportand accounting records and of the Board of
Directors and CEQ’s administration of the company, other tasks incumbent on the auditor, as well as advice and Parent Company Group
otherassistance occasioned by observations made in the course of such examinations or the performance of such Tax recognized in profit or loss. 2013 2012 2013 2012
othertasks. Audit work in addition to the assignment comprises examinations of interim reports, prospectus, pro- Current tax 28 - 3 -3
forma and issue-in-kind certificates and preparing other opinions in accordance with the Companies Act. Other Change in deferred tax -713 20,952 4,814 21,134
servicesin 2013 were primarily connected to the acquisition of product rights and capital procurement. -685 20,952 4,817 21,131
NOTE 9. DEPRECIATION/AMORTIZATION OF TANGIBLE Applicable lax rate in Sweden AL 26.3% 22 26.3%
AND INTANGIBLE FIXED ASSETS
Difference between tax recognized in profit or Parent Company Group
Parent Company Group loss and tax based on applicable tax rate 2013 2012 2013 2012
2013 2012 2013 2012 Profit/loss before tax 1,651 23,032 -16,175 14,682
Equipment and inventory 229 219 355 299 Tax according to the applicable tax rate for the Parent Company -363 -6,057 .58 -3,861
Intangible fixed assets 14 14 5,750 491 Effects of other tax rates for foreign subsidiaries N/A N/A 1,695 96
244 233 6,105 713 Effects from the utilization of non-capitalized loss carryforwards - - - -
Non-taxable income 0 0 0 0
Non-deductible expenses -350 -L66 -465 -2,543
Costs that are deducted but not included in profit/loss
Other 28 - 28 -2
Capitalized value from loss carryforwards from prior years - 31,778 - 31,780
Effect of changed tax rates N/A -4,303 N/A -4,339
Tax recognized -685 20,952 4,817 21,131
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Parent Company Group
Deferred tax 2013 2012 2013 2012
Loss carryforwards, January 1 -100,063 -120,832 -100,404 -120,832
Change in loss carryforwards for the year 1,032 20,768 -4,067 20,428
Loss carryforwards, December 31 -99,031 -100,063 -104,471 -100,404
Parent Company Group
2013 2012 2013 2012
Deferred tax assets on deficit 21,787 22,014 26,896 22,291
Deferred tax assets - other temporary differences - - 2,431 34
Deferred tax liabilities - - -1,860 -129
21,787 22,014 27,467 22,196

Deferred tax assets pertaining to tax-deductible temporary differences and tax loss carryforwards are recog-
nized only to the extent that it is considered likely that they will be utilized and will result in lower tax payments in
the future. Since the Board is of the opinion that the company’s development makes it likely that a future taxable
surplus will be generated that can be offset with the unutilized tax losses, the losses were assigned a value from
the 2012 fiscal year and onwards. Current tax loss carryforwards can be utilized for an unlimited time in Sweden
and overa period of 20 years in the U.S.

Deferred tax assets - other temporary differences in the Group pertain in part to provisions for doubtful
accounts receivables and in partto provisions for UNICAP, variable salary and inventory obsolescence.

In connection with the acquisition of the U.S. operation in 2012, push down accounting was applied, which
entails that surplus value is recognized in a legal entity. Fair-value adjustments totaling MUSD 17.87 [MSEK
116.2) are deductible in connection with income taxation in the US, primarily through tax depreciation over a
15-year period following the acquisition. The temporary difference results in a deferred tax liability in the Group.
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NOTE 12. EARNINGS PER SHARE

Calculations have been made inaccordance with IAS 33 Earnings per share. Earnings per share before dilution are
calculated by dividing the results for the year by a weighted average number of shares outstanding during the year.

Earnings per share 2013 2012
Consolidated net profit/loss -11,358 35,813
Weighted average number of shares before dilution 11,265,704 9,300,642
Dilution effect of employee stock option schemes - 441,394
Weighted average number of shares after dilution 11,265,704 9,742,036
Earnings/loss per share before dilution -1,01 3,85
Earnings/loss per share after dilution -1,01 3,68

Since the Group recognized a loss for 2013, the outstanding warrants did not generate any dilution effect for the
year. This is because dilution is recognized only when a potential for conversion to common shares would entail
lower earnings per share.

The total number of outstanding warrants at the end of the year was 654,779. If all warrants were to be exer-
cised to subscribe for shares, the total number of shares would increase by 900,634 shares, from 11,893,572
sharesto 12,794,206 shares, corresponding to dilution of 7.0 percent.

NOT 13. INTANGIBLE FIXED ASSETS

Parent Company Group
Opening accumulated cost 2013 2012 2013 2012
Capitalized expenditure for the year, own development - - - -
Carrying amount at the end of the period 383 - 383 -
Carrying amount at the end of the period 383 - 383 -

Costs forresearch and development that were not capitalized amounted to MSEK 29.0, compared with MSEK 30.8
in2012.

Capitalized expenditure for research and development pertain to capitalized development costs for the next
generation of Kerasal Nail™/Nalox™. The useful life is based on the service life of the underlying patent; amorti-
zation is applied straight-line from the date of commercialization until the end of the patent, or straight-line
across the anticipated useful life if this is less than the underlying service life of the patent.
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Parent Company Group Parent Company Group

Goodwill 2013 2012 2013 2012 Patents, licenses and similar rights 2013 2012 2013 2012
Opening accumulated cost - - 70,346 - Opening accumulated cost 300 300 300 300
Acquisitions for the year attributable to business acquisitions - - - 71,536 Acquisitions for the year - - - -
Translation differences - - -325 -1,190 Closing accumulated cost 300 300 300 300
Carrying amount at the end of the period - - 70,021 70,346

Opening amortization -57 -43 -57 -43
Goodwill refers to the acquisition of Moberg Pharma North America (Alterna LLC) in 2012. Goodwill has an inde- Amortization for the year -14 -14 -14 -14
finite useful life and is tested annually to assess whetherimpairment is required. Closing amortization -71 -57 -71 -57

Carrying amount at the end of the period 229 243 229 243

Parent Company Group
Product rights 2013 2012 2013 2012
Opening accumulated cost - - 85,858 -
Acquisitions for the year 31,897 - 31,897 87,311
Translation differences - - -396 -1,453
Closing accumulated cost 31,897 - 117,359 85,858
Opening amortization - - -477 -
Amortization for the year - - -5,697 -477
Translation differences 2 -
Closing amortization - - -6,172 -477
Carrying amount at the end of the period 31,897 - 111,187 85,381

Rate of amorti- Remaining amorti-

Specification of product rights 2013 zation, year zationperiod, year
Product rights for Kerasal® 53,676 15 13,9
Product rights for JointFlex® 25,614 15 13,9
Product rights for Fergon®, Domeboro® and Vanquish® 31,897 25 25
Carrying amount at the end of the period 111,187

Amortization of product rights is applied straight-line across the estimated useful life.
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Testing of impairment requirement
Goodwill and intangible assets with indeterminable useful life are tested at least annually to assess impairment
requirements. Assets amortized according to plan are assessed for impairment whenever events or changes in
relationships indicate that the carrying amount could be impaired.

Inthe impairment test, the presentvalue of the anticipated future cash flow from the Group’s product portfolio
is calculated. The future cash flows are based on the next year's budget adopted by the Board of Directors, and a
forecast for the following years. The adopted budget is based on a large number of detailed assumptions pertain-
ing to volume growth, exchange rates, cost trends, etc. In addition, the budget is based on knowledge from man-
agement and other key individuals within the organization, on history and forward-looking information. The fore-
cast for the time frame following the year’'s budget and moving forward is based on the long-term forecast
planning of company management. This is based on several comprehensive assumptions pertaining to industrial
trends, economic trends, volume growth, competition, exchange rates, cost trends, etc. The calculations and fore-
castsare based on external sales statistics and internal trend analyses. This, combined with management’s expe-
rience, estimated forecasts, business plans and existing agreements with suppliers and customers forms the
basis of the assessments. The most significant assumptions applied during the year’s test include volume growth,
EBITDA, investment requirements and discount rates (WACC).

WACC

The discount rate used has been calculated as WACC (weighted average cost of capital) and amounted to 16 per-
cent before tax. The discount rate is based on a market-based assessment of the average capital cost taking into
account the estimated existing risk level.

Other significant assumptions
Calculations are based on a five-year forecast and and the growth rate beyond the forecast period is expected to
be 2 percent peryear. All of the company’s operations are treated as a single cash-generating unit.

Sensitivity analysis
The sensitivity analysis is conducted to analyze how changes in WACC and assessed growth rates influence the
calculated useful life of product rights and operations in the U.S.
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NOTE 14. TANGIBLE FIXED ASSETS

Large outstanding accounts
receivables for the Group:

Outstanding accounts receivables,
December 31,2013

% of total accounts
receivables

Parent Company Group Company A 4,245 21%
2013 2012 2013 2012 Company B 3,823 19%
Opening cost 1,784 1,304 2,365 1,742
Investments 125 479 200 630 Large outstanding accounts recei- Outstanding accounts receivables, % of total accounts
. . vables for the Parent Company: December 31,2013 receivables
Translation differences - - -2 -7
0,
Divestments/disposals - - - - Company X 4,245 62%
0,
Closing cost 1,909 1,784 2,563 2,365 Company ¥ 1273 19%
Company Z 672 10%
Opening depreciation -1.026 -807 -1.029 -807 On December 31,2013, accounts receivables amounting to MSEK 18.0 (17.9) matured without any need for impair-
Depreciation for the year -230 -219 -354 -222 ment. The age analysis is shown below.
Closing depreciation -1,256 -1,026 -1,383 -1,029
Carrying amount at the end of the period 653 758 1,180 1,336 Parent Company Group
Age analysis of accounts receivable 2013 2012 2013 2012
Not overdue 1,935 13,271 1,935 13,481
NOTE 15. INVENTORIES Overdue, Less than 3 months 4,917 3,792 18,234 16,403
Overdue, 3 to 6 months - - -222 1,487
Parent Company Group
Overdue, More than 6 months - - - -
2013 2012 2013 2012
- 6,852 17,063 19,946 31,371
Raw materials - - 2,110 3,242
Finished products and goods for resale - - 4,858 6,497
Parent Company Group
- - 6,968 9,739 . " .
Changes in provisions for doubtful accounts receivable 2013 2012 2013 2012
NOTE 16 cCco S C S 0 C S As of January 1 - =277 =117 -394
A UNTS RECEIVABLES AND OTHER RECEIVABLE Additional provisions for doubtful accounts receivable -1,672 - -1,672 -
Receivables depreciated during the year as non-recoverable - - 23 -
Parent Company Group o
Reversed unutilized amount - 277 - 277
2013 2012 2013 2012 - -
- Carrying amount at the end of the period -1,672 0 -1,766 =117
Accounts receivable 6,852 17,063 19,946 31,371
Provisions for doubtful accounts receivables -1,672 0 -1,765 -117
Carrying amount at the end of the period, accounts receiva- Accounts receivable excluding overdue accounts receivables Parent Company Group
bles 5,180 17,063 18,181 31,254 and financial statement receivables with impairment
requirements 2013 2012 2013 2012
Receivables from Group companies 19,024 7,781 N/A N/A Accounts receivable excluding overdue accounts receivables and
Other receivables 450 494 483 513 financial statement receivables with impairment requirements 263 13,271 168 13,364
24,854 25,340 18,864 31,767

The fair value for accounts receivables corresponds to the carrying amount. The maximum exposure to credit

risk on the balance-sheet date corresponds to the carrying amount of accounts receivables and other receiva-

bles. Accounts receivables are deemed to be of good credit quality.

“All provisions are for accounts receivable overdue
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NOTE 17. PREPAID EXPENSES AND ACCRUED INCOME

Parent Company Group
2013 2012 2013 2012
Accrued expenses 3,747 3,117 3,747 3,059
Rent for premises 648 652 648 652
Other property expenses 9 18 9 18
Insurance expenses Thb 553 905 553
Pension costs 200 190 200 190
Other prepaid expenses 404 1,763 740 1,854
5,752 6,293 6,249 6,326

NOTE 19. EQUITY

Equity

Moberg Pharma’s managed assets comprise shareholders’ equity. Changes in managed shareholders’ equity
are stated in the “Consolidated statement of changes in shareholders’ equity,” page 39. Moberg Pharma aims to
create value and generate a solid return for shareholders through profitable growth deriving from organic sales
growth as well as acquisitions and in-licensing of new products. The company’s financial objectives are to
achieve continued healthy growth and an operation margin ([EBITDA margin] of at least 25 percent within three
years.

Share capital

NOTE 18. CASH AND CASH EQUIVALENTS

Moberg Pharma receives interest on cash and cash equivalents at rates based on the banks’ daily deposit rates.
The cash-flow statement includes the following cash and cash equivalents.

Parent Company Group
2013 2012 2013 2012
Cash and bank balances 22,244 50,838 27,138 53,423

Cashand cash equivalentsinclude bank guarantees totaling MSEK 0.7 in both the Parent Company and the Group.

Changein number of Changesinshare

Date'® Transaction shares capital Number of shares Total share capital, SEK Quotient value, SEK Exercise price, SEK Invested capital
Opening balance, 2012 9,079,020 907,902.00 0.10
Oct 2012 Private placement 907,900 90,790.00 9,986,920 998,692.00 0.10 35.00 31,776,500
Nov 2012 Cash-in-kind issue 825,652 82,565.20 10,812,572 1,081,257.20 0.10 40.27 33,249,006
Closing balance, 2012 10,812,572 1,081,257.20 0.10
Opening balance, 2013 10,812,572 1,081,257.20 0.10
July 2013 Private placement 1,081,000 108,100.00 11,893,572 1,189,357.20 0.10 33.54 36 256,740
Closing balance, 2013 11,893,572 1,189,357.20 0.10

s Refers to the date of registration at the Swedish Companies Registration office
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Share-based remuneration

Employee stock options 2008:1 2008:2 2009:1 2010:1 2010:2 2011:1 2012:1 2012:2 2013:1
Start day Jun 30,2008 Jun 30,2008 Apr 20,2009 May 19,2010 May 19,2010 Apr 18,2011 Apr 23,2012 Nov 27,2012 Apr 23,2013
Closing day Jun 30,2016 Jun 30,2016 Jun 30,2017 Jun 30,2018 Jun 30,2018 Dec 31,2015 Dec 31,2016 Dec 31,2018 Dec 31,2017
Vesting date Directand Dec 31, Dec 31,2009 Dec 31,2010 Dec31,2011/Dec31, Dec31,2011/Dec 31, Dec 31,2013 Jun 30, 2015 4 each on December 31, Jun 30, 2016
2009 2012 2012 2014,2015,2016 and 2017,
respectively.
Exercise price, SEK per share 16.55 32.75 32.75 32.75 32.75 29 32.22 42.81 36.77
Number originally allocated 30,000 16,498 13,833 89,501 40,576 121,747 50,750 125,000 60,750
Outstanding, January 2013 30,000 13,499 13,833 89,501 40,576 121,747 50,750 125,000 0
Allocatedin 2013 0 0 0 0 0 0 0 0 60,750
Forfeited prioryears 0 2,999 333 0 0 747 15,750 0 0
Forfeitedin 2013 0 0 0 0 0 0 0 0 0
Exercised in 2013 0 0 0 0 0 0 0 0 0
Duein 2013 0 0 0 0 0 0 0 0 0
Outstanding, December 31,2013 30,000 13,499 13,500 89,501 40,576 121,000 35,000 125,000 60,750
Number of shares that may be sub-
scribed through employee stock
options 60,000 26,998 27,000 179,002 81,152 121,000 35,000 125,000 60,750
Vested, December 31,2013 30,000 13,499 13,500 89,501 40,576 121,000 0 0 0
Employee stock options are issued by the subsidiary Moberg Derma Incentives AB. The employee stock options Warrants
may be exercised by the holder atany time after the vesting day through the closing day, with each employee stock Moberg Derma
option entitling the holder to subscribe for one warrant. Each warrant in turn entitles the holder to subscribe for Outstanding warrants Incentives AB Total
two common shares in Moberg Pharma, with the exception of the 2011:1, 2012:1, 2012:2 and 2013:1 employee 2008 - Closing date for subscription: Dec 31, 2018 Subscription price SEK0.10 41,573 41573
stock option programs, which entitle holders to one common share per warrant. If employment is terminated, 2009 - Closing date for subscription: Dec 31, 2019 Subscription price SEK 0.10 21,849 21,849
any granted, unvested employee stock options are forfeited. _ _ _ 2010 - Closing date for subscription: Dec 31, 2019 Subscription price SEK 0.10 162,433 162,433
Fgr employee st‘ock options entitling the holder to acgmre w.arrants,wh\ch are automancauy aer smuttanegusly 2011 - Closing date for subscription: Dec 31, 2015 Subscription price SEK 0.10 159.018 159.018
exercised to subscribe for new shares, Moberg Pharma is required to pay social security contributions on the differ- : o o )
ence between the market price of the share when the option is exercised and the exercise price paid by the employee. 2012:1 - Closing date for subscription: Dec 31, 2016 Subscription price SEK 32.22 45997 45997
The expected social security contributions have been calculated and a provision has been made in the accounts. 2012:2 - Closing date for subscription: Dec 31, 2018 Subscription price SEK 42.81 126,813 126,813
The fair value of the employee stock options granted during the period was determined using the Black- 2013:1 - Closing date for subscription: Dec 31, 2017 Subscription price SEK 36.77 77.096 77,096
Scholes valuation model at SEK 6.53 per option in the 2013:1 program. Key input data used in the model for the 654,779 654,779

2013:1 option program was the market price per share of SEK 33.43, exercise price of SEK 36.77, risk-free inter-
est of 1.1 percent, volatility 25 percent, expected term 4.6 years, staff turnover 0 percent and no dividend.

Group costs for the employee stock option program (excluding estimated social security costs) for 2013 were
MSEK 0.4. Corresponding costs for 2012 were MSEK 0.8.

Atotal of 654,779 warrants have beenissued by the subsidiary Moberg Derma Incentives AB. These warrants are
intended to be transferred and used for subscription of new shares upon exercise of the same number of employee
stock options and to cover any social security contributions arising from the utilization of employee stock options.
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If all 654,779 outstanding warrants were to be exercised to subscribe for shares, the total number of shares
would increase by 900,634 shares, from 11,893,572 shares to 12,794,206 shares, corresponding to a dilution of 7.0
percent.
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NOTE 20. LONG-TERM LIABILITIES

NOTE 21. CURRENT RECEIVABLES

Parent Company Group
2013 2012 2013 2012
Long-term bank loans 16,667 27,778 16,667 27,778
Other long-term liabilities - 16,250 1,860 14,492
Carrying amount at the end of the period 16,667 44,028 18,527 42,270
Parent Company Group
Maturity period for long-term liabilities: 2013 2012 2013 2012
Date of maturity 1-2 years from the balance-sheet date 13,333 29,583 13,333 27,825
Date of maturity 2-5 years from the balance-sheet date 3,334 14,445 3,334 14,445
Date of maturity more than 5 months from the balance-sheet date - - 1,860 -
Carrying amount at the end of the period 16,667 44,028 18,527 42,270
Parent Company Group
Expected future interest payments: 2013 2012 2013 2012
Date of maturity 1-2 years from the balance-sheet date 1,986 3,408 1,986 3,408
Date of maturity 2-5 years from the balance-sheet date 17 599 17 599
Date of maturity more than 5 months from the balance-sheet date - - - -
Total expected future interest payments 2,004 4,007 2,004 4,007
Parent Company Group
Carrying amount in MSEK, per currency,
for long-term liabilities: 2013 2012 2013 2012
SEK 16,667 27,778 16,667 27,778
usb - 16,250 1,860 14,492
16,667 44,028 18,527 42,270

The Group has loan financing totaling MSEK 30 from Swedbank as at December 31, 2013. The credit facility is
available providing the company fulfills certain financial covenants pertaining to EBITDA and cash flow. The loan
carriesvariable interestand matures on January 30, 2016, with quarterly amortization from April 30, 2013.
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Parent Company Group
Interest-bearing current liabilities 2013 2012 2013 2012
Current bank loans 13,333 12,222 13,333 12,222
Carrying amount at the end of the period 13,333 12,222 13,333 12,222
Parent Company Group
Other current liabilities 2013 2012 2013 2012
Employee withholding taxes 528 518 528 518
Settled social security contributions 447 381 447 381
Provisions for social security contributions for employee
stock option schemes 922 1,509 922 1,509
Contingent purchase consideration 18,116 16,250 17,530 16,250
Other current liabilities -21 350 =211 350
19,802 19,008 19,216 19,008

Contingent purchase consideration pertains to the contingent purchase consideration of MSEK 16.2 valued at

maximum cost paid in connection with the acquisition of Moberg Pharma North America and the unpaid portion

of product acquisitions from Bayer HealthCare totaling MSEK 1.9.

NOTE 22. ACCRUED EXPENSES AND DEFERRED INCOME

Parent Company Group
2013 2012 2013 2012
Accrued personnel expenses 4,764 5,140 6,893 5,140
Accrued Board expenses 1,252 745 1,252 745
Audit 235 305 397 305
Marketing Development Funds - - 1.714 3,090
Accrued marketing expenses - - 1,879 1,434
Returns and discounts - - 1,067 1,069
Other accrued expenses 984 4,641 1,266 8,254
7,235 10,831 14,469 20,037

Parent Company Group
Accrued personnel expenses 2013 2012 2013 2012
of which, accrued salaries 2,277 2,786 4,406 2,786
of which, accrued vacation pay liability 1,291 1,008 1,291 1,008
of which, accrued social security contributions 633 832 633 832
of which, accrued pension costs 22 115 22 115
of which, accrued payroll tax on pension costs 541 399 541 399
4,764 5,140 6,893 5,140




NOTES

NOTE 23. PLEDGED ASSETS AND CONTINGENT LIABILITIES

Moberg Pharma has no contingent liabilities. As collateral for the loan financing during 2012, Moberg Pharma
pledged chattel mortgages in the amount of MSEK 20 and shares in Moberg Pharma North America LLC (Alterna
LLC). In addition, there are previously blocked bank deposits of MSEK 0.7.

Group
Pledged assets in the Group 2013 2012
Shareholders’ equity in the subsidiary Moberg Pharma North America 157,977 170,396
Chattel mortgage 20,000 20,000
Bank guarantee, cash and cash equivalents 702 702
178,679 191,098

Parent Company

Pledged assets in the Parent Company 2013 2012
Shares in the subsidiary Moberg Pharma North America 178,006 178,006
Chattel mortgage 20,000 20,000
Bank guarantee, cash and cash equivalents 702 702

198,708 198,708
NOTE 24. FINANCIAL ASSETS AND LIABILITIES BY CATEGORY FOR

THE GROUP
Loanreceiva-
Assets/debt valued bles and Other
at fair value via profit accounts financial

December 31, 2013 or loss receivables liabilities Total
Assets in the balance sheet
Accounts receivable and other receiva-
bles [excluding interim receivables) ) 18,864 18,864
Cash and cash equivalents - 27,138 27,138
Total 0 46,002 46,002
Liabilities in the balance sheet
Bank loan 31,860" 31,860
Contingent purchase consideration (level 3] 17,5307 17,350
Accounts payable and other liabilities
excluding non-financial liabilities 23,7867 23,786
Total 17,530 37,141 54,671
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Loan receiva-

Assets/debt valued bles and Other

at fair value via profit accounts financial
December 31, 2012 or loss receivables liabilities Total
Assets in the balance sheet
Accounts receivable and other receivables
[excluding interim receivables) - 31,767 31,767
Cash and cash equivalents - 53,423 53,423
Total 0 85,190 85,190
Liabilities in the balance sheet
Bankloan 40,000 40,000
Contingent purchase consideration (level 3) 14,492 - 14,492
Accounts payable and other liabilities
excluding non-financial liabilities 28,000 28,000
Total 14,492 68,000 82,492

'” Consists of long-term debt of 18,527 plus short-term borrowings of 13,333, see Note 20

2 See Note 21

?' Composed of accounts payable of 4,570 plus other current liabilities [excluding contingent purchase considera-
tion employee withholding taxes and social security contributions) of 711, see Note 21

/IFRS 13 Fair value measurement contains a measurement hierarchy pertaining to input data for the measure-
ments. This measurement hierarchy is divided into three levels, which correspond to the levels that were intro-
ducedin IFRS 7 Financialinstruments: Disclosures The three levels comprise:

Level 1: Listed prices (unadjusted) in active markets for identical assets or liabilities to which the company has
access at the time of measurement.

Level2:Input data otherthan the listed pricesincludedin Level 1, which is directly orindirectly observable for the
asset or liability. It may even pertain to input data other than the listed prices that are observable for the asset or
liability, such as interest rates, yield curves, volatility and multiples.

Level 3: Non-observable input data for the asset or liability. At this level, the assumption that market players
would use for pricing of the asset or liability, including risk taking, must be taken into account.

For all items above, with the exception of borrowing, the carrying amount is an approximation of the fair value,
which is why these items are not divided into levels according to the measurement hierarchy.

The fairvalue of borrowing for disclosure purposes amounted to MSEK 31.9 (40.0) and is based on future cash
flows of capital and interest, discounted to current market rates on the balance-sheet date, meaning level 2 in the
measurement hierarchy.



NOTE 25. IMPACT OF CASH FLOW FROM INVESTMENTS IN
SUBSIDIARIES - FOR THE GROUP

2013 2012
Acquisition of participations in subsidiaries paid for in cash during the year -16,658 -99,151
Current balance in acquired company - 2,084
Group’s cash flow impact -16,658 -97,067

The acquisition of Alterna LLC (currently Moberg Pharma North America LLC) includes supplementary purchase
considerations thatare triggered if revenue for the acquired company reaches a certainamount. If the set targets
are achieved, supplementary purchase considerations totaling a maximum of MUSD 2.5 will be paid per period,
totaling a maximum of MUSD 5 to the sellers of Alterna LLC. The targets for the first supplementary considera-
tionwere achieved and MUSD 2.5 was paid in the first quarter of 2013.

NOTE 26. PARTICIPATIONS IN GROUP COMPANIES

Holdings in subsidiaries Corp. Reg. No. Reg. Office  Proportion Carryingamount
Moberg Derma Incentives AB 556750-1589  Stockholm, Sweden 100% 100
Moberg Pharma North America LLC N/A New Jersey, USA 100% 178,006
Change in carrying amounts, shares in subsidiaries 2013 2012
Opening cost 178,106 100
Acquisitions - 178,006
Closing accumulated cost 178,106 178,106
Closing carrying amount 178,106 178,106

In the Parent Company, Moberg Pharma AB, direct costs attributable to the acquisition of Alterna LLC (MSEK 6.6)
are capitalized in shares in subsidiaries, while these costs are recognized under administrative expenses in con-
solidated profit or loss. A part of the supplementary purchase consideration payable to senior executives in
Moberg Pharma North America LLC is also conditional upon continued employment in the company; in the con-
solidated financial statements, this is recognized as salary continuously during the vesting period, while the
entire supplementary purchase consideration is expensed in the Parent Company. As a result, shares in the
Parent Company amount to MSEK 178 at the same time as the cost for the Group on the acquisition date was
MSEK 170.

NOTE 27. ACQUISITION OF ALTERNA LLC (CURRENTLY MOBERG
PHARMA NORTH AMERICA LLC)

It was announced on October 25, 2012 that Moberg Pharma had acquired its U.S. distributor, Alterna LLC. As a
result of the acquisition, Moberg Pharma gained access to a well-developed distribution network in the US for
non-prescription drugs and a portfolio of established trademarks, including rights to Kerasal Nail™ (Nalox™ in
Sweden). The transaction was completed on November 27, 2012 and, as of that date Alterna LLC has been consol-
idated in the Moberg Pharma Group. The acquisition price was MSEK 170 on a debt-free basis, which includes a
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supplementary purchase consideration of not more than MUSD 5 and an initial purchase consideration of MSEK
138, of which MSEK 39 comprised 825,652 shares in the company through an issue in kind. The remaining pur-
chase consideration was paid in cash. The cash portion of the purchase consideration was financed through a
private placement of 907,900 shares to certain Swedish institutional investors valued at approximately MSEK 32,
bank financing of MSEK 40 from Swedbank and own funds. The acquisition includes supplementary purchase
considerations that fall due if Alterna’s revenue for the period January 1, 2012 - December 31, 2012, and January
1, 2012 - June 30, 2014, respectively reach certain amounts. If the targets are achieved, a supplementary pur-
chase consideration not exceeding MUSD 2.5 per period will be payable, making a total of not more than MUSD 5
to the sellers of Alterna. The targets for the first supplementary purchase consideration were achieved and
MUSD 2.5 was paid in the first quarter of 2013. The acquisition encompasses 100 percent of the share capital in
Alterna LLC.

Direct expenses attributable to the acquisition, which are recognized in the consolidated income statement
under administrative expenses, amounted to MSEK 6.6. The goodwill of MSEK 71.5 that arose from the acquisition
is attributable to additional product and marketing opportunities created by the combination of Moberg Pharma’s
business/product development capacity and the acquired strategic platform for the sale of pharmaceuticals in
the U.S. The acquisition also resulted in the return of the rights to Kerasal Nailin the U.S. to Moberg Pharma.

The entire amount of recognized goodwill is expected to be tax deductible in the U.S. The table below summa-
rizes the purchase consideration paid for Alterna LLC and the fair value of the assets acquired and the liabilities
assumed that are recognized on the acquisition date.

Acquisition estimate (KSEK)

Acquisition value 169,569
Fair value of acquired net assets 98,024
Goodwill 71,545
Assets and liabilities included in the acquisition (KSEK) Fair value
Assets

Product rights - Kerasal® 59,106
Product rights - JointFlex® 28,206
Equipment and tools 438
Inventories 10,793
Accounts receivable 15,310
Other receivables 488
Cash balance 2,119
Total assets 116,460
Liabilities

Accounts payable -7,664
Accrued expenses -10,772
Total liabilities -18,436
Acquired net assets 98,024
Goodwill 71,545
Total purchase consideration 169,569




The fair value of accounts receivable was MSEK 15.3, corresponding to the carrying amount. Recognized
accounts receivable are expected to be received in their entirety.

One of the accounting effects of the acquisition is a revaluation up to fair value of the inventory held by the U.S.
firminanamount of MSEK 4.6, thus reducing earnings by the corresponding amount. MSEK 1.5 of MSEK 4.6 was
charged to consolidated earnings in 2012 and MSEK 3.1 was charged against earnings for 2013.

NOTE 28. INTRA-GROUP TRANSACTION

Intra-Group transactions from the Parent Company’s perspective

2013 2012

Sale of goods 34,169 1,978
Marketing contributions -4,883 -674
Interest on intra-Group loans 290 8
29,576 1,312

NOTE 29. FINANCIAL RISKS AND FINANCE POLICY

Financial risk management
Financing and management of financial risks are handled in the Group under the governance and supervision of
the Board of Directors. Moberg Pharma applies a cautious investment policy.

Through its activities, Moberg Pharma is exposed to various types of financial risks, such as fluctuations in
the company’s earnings and cash flow caused by changes in exchange rates and interest rates, as well as refi-
nancing risk. At present, Moberg Pharma’s policy is to not hedge financial risks relating to loans, transactions
and translation exposures. This decision has been taken with regard to the current portion that is exposed in the
Group and the cost of hedging any risks.

Refinancing risk
Moberg Pharma is in an expansion phase and invests in marketing and product development activities aimed at
generating future income.. The company’s operations have been financed by revenue from product sales, share-
holder contributions through new share issues and loans. Future investments are expected to be financed by
revenue from current cash flow and existing funds. Should the opportunity arise for faster growth, for example
through acquisitions, Moberg Pharma may need to raise additional capital through new share issues or loans.

Refinancing risk refers in part to the risk that Moberg Pharma will be unable to meet its obligations and con-
tinue to develop its business due to difficulties in finding financial backers or lenders who are prepared to invest
inthe company or because existing loans are cancelled, in part to the risk that the refinancing of a loan that falls
due cannot be implemented, and in part to the risk that refinancing must occur under adverse market conditions
atunfavorable terms.

The Group had loan financing of MSEK 30 as at December 31, 2013. The credit facility is available providing the
company fulfills certain financial covenants pertaining to EBITDA and cash flow.
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Currencyrisk

Currencyrisk is the risk that changes in exchange rates will have a negative impact on Moberg Pharma’s income
statement, financial position and/or cash flows. Exchange-rate risks exit in the form of transaction and transla-
tion risks.

Translation exposure arises since the company has operations outside Sweden in currencies other than SEK.
For Moberg Pharma, this risk is attributable to USD [through the subsidiary Moberg Pharma North America).

The distribution and licensing agreements signed with counterparties outside Sweden are often concluded in
currencies other than SEK. As revenue from such agreements increases, the company’s currency exposure will
gradually increase. Moberg Pharma’s revenue in foreign currency is expected to increase significantly in the
future, with exposure primarily in USD and EUR.

Moberg Pharma uses contract manufacturers for production and the majority of production purchases were
made in EUR and USD. About one third of the company’s staff are employed in the U.S., which means that the
company has personnel expenses and other fixed expenditure in USD. In addition, most of the invoicing of the
company’'s marketing activities occurs in USD. Certain consulting services are purchased in EUR, USD or GBP.
Earnings are also exposed to currency fluctuations in connection with the purchasing of clinical trials, research
services and material. Most of these purchases are currently denominated in SEK.

The Group did not use currency hedging in 2013 but will regularly review the need for currency hedging as the
business expands. Operating expenses for the fiscal year totaled MSEK 170.8, of which costs in foreign curren-
cies accounted for approximately 72 percent. Of total revenue in 2013 of MSEK 155.7, about 76 percent pertained
to revenue in foreign currencies. Most of the exposure was in USD, both in terms of revenue and expenses, with
revenue in USD accounting for about 69 percent of the Group's total revenue and expenses in USD for approxi-
mately 58 percent of the total operating expense.

The corresponding figures for 2012 were, operating expenses MSEK 102.6, of which approximately 44 percent
accounted for costs in foreign currency. Of total revenue in 2012 of MSEK 112.5, about 24 percent pertained to
revenue in foreign currencies.

Operating profit was impacted during the fiscal year by net exchange gains of MSEK 0.2. Future revenue and
expenses will be affected by fluctuations in foreign currencies.

Sensitivity analysis of foreign currency risk 2013 (KSEK)
Effect on the Group's revenue and operating profit/loss should the SEK appreciate by 1 percent.

Currency Revenue Operating expenses  Operating profit/loss
EUR -110 216 106
GBP - 20 20
usD -1,092 998 -94
Others - 2 2
Total -1,203 1,236 34

Of the Group's outstanding receivables as at December 31, 2013, MSEK 21.2 pertained to foreign currency, of
which 85 percent in USD and 15 percent in EUR. Of the Group’s outstanding liabilities as at December 31, 2013,
MSEK 35.8 pertained to foreign currency, of which 89 percent in USD, 10 percentin EUR and 1 percent in other
currencies.



Interest risk and liquidity risk

Liquidity risk is defined as the Group being unable to pay foreseen or unforeseen costs. Excess liquidity is placed
in bank accounts or invested in fixed income instruments subject to a low interest risk, issued by established
banks or creditinstitutions. Moberg Pharma secures its short-term ability to meet payment obligations by main-
taining adequate liquidity in the form of cash balances.

Interest-rate risk pertains to the risk that changes in the general interest-rate situation will have a negative
impact on the Group's net profit. The speed by which changes in interest rates will impact the net profit depends
on the fixed-interest period for the loan. Moberg Pharma’s current loans have a fixed-interest period of three
months. Outstanding interest-bearing liabilities are reported in Note 20.

Counterpartyrisk

Counterpartyriskis the risk thata party toatransaction involving financial instruments will be unable to meet its
obligations and thus incur a loss for the other party. Moberg Pharma is exposed to counterparty risk primarily in
connection with distribution and licensing agreements and financial investments. When a distribution or licens-
ingagreementistobe enteredinto, the counterpartyis always evaluated prior to signing the agreement. Payment
of accounts receivable is monitored continuously, thus making Moberg Pharma’s exposure to doubtful receiva-
bles low. The Group limits its current counterparty risk in connection with financial investments by investing
excess liquidity with counterparties with very high credit ratings.

NOTE 30. EVENTS AFTER THE BALANCE-SHEET DATE

No significant events have occurred after the end of the period, other than those described in the Director’s
Report, see page 33.
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NOTE 31. RELATED-PARTY TRANSACTIONS

During the year, Moberg Pharma completed the following transactions with related parties, as defined in IAS 24,
Related Party Disclosures.

Acquisition of Moberg Pharma North America

Related-party transactions occurred with senior executives in Moberg Pharma North America, since Steve
Cagle (President of the U.S. operation) and Jim Barton (CFO of the U.S. operation] were also minority owners of
the acquired company. The acquisition includes supplementary purchase considerations that are triggered if
revenue for the acquired company reaches a certain amount. If the established targets are achieved, a supple-
mentary purchase consideration of a maximum of MUSD 2.5 per period, a total of a maximum of MUSD 5, is to be
paid to the sellers of Moberg Pharma North America. The targets for the first supplementary purchase consider-
ation were achieved and MUSD 2.5 was paid in the first quarter of 2013. Part of the supplementary purchase con-
sideration is conditional upon the continued employment of Steve Cagle and Jim Barton in Moberg Pharma North
America.

Remuneration of the Board of Directors and management is stated in Note 7. All transactions with related
parties have been made on market terms for the company. No other Directors or senior executives, or related
parties to these, have or have had any direct or indirect involvement in any business transactions with Moberg
Pharma that are or were unusual in terms of their character or contract terms and that took place in the current
year. Nor has Moberg Pharma made loans, issued guarantees or provided surety bonds to or on behalf of any of
the Directors, senior executives of the company.



ASSURANCE BY THE BOARD OF DIRECTORS

ASSURANCE BY THE BOARD OF DIRECTORS

The undersigned certify that the consolidated financial statements and annual report have been pre- Group and the Parent Company provide a fair overview of the development of the Group’s and the
pared in accordance with International Financial Reporting Standards, IFRS, as adopted by the EU, Parent Company’s operations, financial position and results, as well as a fair description of significant
and with generally accepted accounting practices, and give a true and fair view of the financial posi- risks and uncertainties faces by the companies included in the Group.

tion and results of the Group and the Parent Company and that the Administration Report for the

Bromma April 11,2014
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Mats Pettersson Peter Rothschild

Chairman Vice Chair Board member
George Aitken-Davies Geert Cauwenbergh Gustaf Lindewald

Board member Board member Board member

! AM e
Tovbjorn Koivisto Peter Wpolpert
Board member CEO and Board member

Our audit report wasissued on April 11, 2014

Ernst & Young AB
/ —
/4 W 7 7WW
Magnus Fagerstedt
Authorized Public Accountant
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AUDITOR'S REPORT

To the annual meeting of the share-

holders of Moberg Pharma AB (publ),
Corp. Reg. No. 556697-7426

REPORT ON THE ANNUAL ACCOUNTS AND C

ONSOLIDATED ACCOUNTS

We have audited the annual accounts and consolidated accounts of
Moberg Pharma AB (publ) for the year 2013. The annual accounts
and consolidated accounts of the company are included in this
document on pages 30-66.

RESPONSIBILITIES OF THE BOARD OF DIRECTORS

AND THE CEO

The Board of Directors and the CEO are responsible for the prepa-
ration and fair presentation of the annual accounts in accordance
with the Annual Accounts Act and of the consolidated accounts
in accordance with International Financial Reporting Standards,
as adopted by the EU, and the Annual Accounts Act, and for such
internal control as the Board of Directors and the CEO deter-
mine is necessary to enable the preparation of annual accounts and
consolidated accounts that are free from material misstatement,
whether due to fraud or error.

Auditor’s responsibility

Our responsibility is to express an opinion on these annual
accounts and consolidated accounts based on our audit. We con-
ducted our audit in accordance with International Standards on
Auditing and generally accepted auditing standards in Sweden.
These standards require that we comply with ethical requirements
and plan and perform the audit to obtain reasonable assurance
about whether the annual accounts and consolidated accounts are
free from material misstatement.

An audit involves performing procedures to obtain audit evi-
dence about the amounts and disclosures in the annual accounts
and consolidated accounts. The procedures selected depend on
the auditor’s judgment, including the assessment of the risks of
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material misstatement of the annual accounts and consolidated
accounts, whether due to fraud or error. In making these risk
assessments, the auditor considers internal control relevant to
the company’s preparation and fair presentation of the annual
accounts and consolidated accounts in order to design audit pro-
cedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the
company’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness
of accounting estimates made by the Board of Directors and the
CEO, as well as evaluating the overall presentation of the annual
accounts and consolidated accounts.

We believe that the audit evidence we have obtained is suf-
ficient and appropriate to provide a basis for our audit opinions.

OPINIONS
In our opinion, the annual accounts have been prepared in accord-
ance with the Annual Accounts Act and present fairly, in all mate-
rial respects, the financial position of the Parent Company as of 31
December 2013 and of its financial statements and cash flows for the
year in accordance with the Annual Accounts Act. The consolidated
accounts have been prepared in accordance with the Annual Accounts
Act and present fairly, in all material respects, the financial position
of the Group as of 31 December 2013 and of its financial statements
and cash flows for the year in accordance with International Finan-
cial Reporting Standards, as adopted by the EU, and the Annual
Accounts Act. The statutory administration report is consistent with
the other parts of the annual accounts and consolidated accounts.
We also recommend that the annual meeting of sharehold-
ers adopt the income statement and balance sheet for the Parent
Company, and the statement of comprehensive income and the
statement of financial position for the Group.

REPORT ON OTHER LEGAL AND REGULATORY
REQUIREMENTS

In addition to our audit of the annual accounts and consolidated
accounts, we have also audited the proposed appropriations of the
company’s profit or loss and the administration of the Board of Direc-

tors and the CEO of Moberg Pharma AB (publ) for the year 2013.

RESPONSIBILITIES OF THE BOARD OF

DIRECTORS AND THE CEO

The Board of Directors is responsible for the proposal for appropri-
ations of the company’s profit or loss, and the Board of Directors
and the CEO are responsible for administration under the Com-
panies Act.

AUDITOR’S RESPONSIBILITY
Our responsibility is to express an opinion with reasonable assurance
on the proposed appropriations of the company’s profit or loss and
on the administration based on our audit. We conducted the audit
in accordance with generally accepted auditing standards in Sweden.

As a basis for our opinion on the Board of Directors’ pro-
posed appropriations of the company’s profit or loss, we examined
whether the proposal is in accordance with the Companies Act.

As a basis for our opinion concerning discharge from liabil-
ity, in addition to our audit of the annual accounts and consoli-
dated accounts, we examined significant decisions, actions taken
and circumstances of the company in order to determine whether
any member of the Board of Directors or the CEO is liable to the
company. We also examined whether any member of the Board
of Directors or the CEO has, in any other way, acted in contra-
vention of the Companies Act, the Annual Accounts Act or the
Articles of Association.

We believe that the audit evidence we have obtained is suf-
ficient and appropriate to provide a basis for our audit opinions.

OPINIONS

We recommend to the annual meeting of sharcholders that the profit
be appropriated in accordance with the proposal in the statutory
administration report and that the members of the Board of Direc-
tors and the CEO be discharged from liability for the fiscal year.

Stockholm, April 11, 2014
Ernst & Young AB

/ D
/4 W 7 7WW
Magnus Fagerstedt
Authorized Public Accountant



CORPORATE GOVERNANCE REPORT

Moberg Pharma AB (publ), corporate registration number
556697-7426, is a Swedish limited liability company headqu-
artered in Stockholm, Sweden. Prior to its listing on
NASDAQ OMX Nordic Exchange Stockholm, the company’s
corporate governance activities were based on Swedish law
and internal rules and regulations.

The company was listed on the NASDAQ OMX Nordic Exchange Stockholm on May 26, 2011
and has adhered to NASDAQ OMX Nordic Exchange Stockholm’s rules for issuers and applied the
Swedish Code of Corporate Governance ("Code”) as of that date. This Corporate Governance Report
has been prepared in accordance with the Annual Accounts Act and the Swedish Code of Corporate
Governance.

The Code applies to all Swedish companies whose shares are listed on a regulated market in Swe-
den and must be applied in full by the date of the first Annual General Meeting held after the listing.
Companies are not required to comply with all rules contained in the Code but may choose alterna-

Annual General Meeting
Shareholders

External Auditors

Nomination C itt
omination Committee et & g

Board of Directors
Mats Pettersson (ordf.), Wenche Rolfsen, Geert Cauwenbergh, Gustaf Lindewald,
Torbjorn Koivisto, Peter Rotschild, George Aitken-Davies, Peter Wolpert

Remuneration Committee
Wenche Rolfsen (ordf.], Mats Pettersson,
Gustaf Lindewald

CEO and other members of the Executive Management Group
Peter Wolpert (VD), Martin Ingman, Kjell Rensfeldt, Anna Ljung, Steve Cagle
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tive solutions that are deemed more appropriate for each company’s specific circumstances, provided
that deviations are explained, the alternative solution is described and the reasons explained (the
“comply or explain” principle) in the company’s Corporate Governance Report. Moberg Pharma has
deviated from the Code only in the case of incentive programs introduced before the Code became
applicable (May 26, 2011) as described below under “Share and share-based incentive schemes.”
Information about the Code is available at www.bolagsstyrning.se.

Good corporate governance is an essential component of the work of generating value for Moberg
Pharma’s shareholders. The objective is to create sound prospects for an active and responsible own-
ership role, a well-balanced division of responsibility between the owners, Board of Directors and
management and transparency towards owners, the capital markets, employees and society at large.

The figure below to the left illustrates Moberg Pharma’s corporate governance model and how
the central bodies operate.

Internal regulatory structures and policies that affect corporate governance
Articles of Association
Board of Directors’ Rules of Procedure and CEQO’s Instructions
Remuneration Principles for Senior Executives
Risk Management Policy
Finance Policy
IT Policy
Accounting Handbook
HR Handbook
Attest Instructions
Information Policy

Code of Conduct

External regulatory structures that affect corporate governance
The Swedish Companies Act
Accounting standards
NASDAQ OMX Stockholm’s rules for issuers

Corporate governance

GENERAL SHAREHOLDERS' MEETINGS

In accordance with the Swedish Companies Act, Moberg Pharma’s highest decision-making body
is a general meeting of shareholders. At General Shareholders’ Meetings, shareholders exercise their
right to vote on key issues, such as the adoption of the statement of comprehensive income and
financial position, appropriation of the company’s earnings, discharge of the Board of Directors and
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Chief Executive Officer from personal liability, election of Directors and auditors, and remuneration
of Directors and auditors. Extraordinary General Meetings (EGMs) may be held in addition to the
Annual General Meeting (AGM). The articles of association state that official notice of an AGM or
EGM must be provided in the form of an advertisement in Post- och Inrikes Tidningar and published
on Moberg Pharma’s website. Information that the official notice of an AGM or EGM has taken place
is published in Dagens Industri.

RIGHT TO ATTEND A GENERAL SHAREHOLDERS" MEETING

All shareholders who are registered in their own name in the register of shareholders maintained by
Euroclear Sweden AB five working days before a General Shareholders’ Meeting, and have notified
Moberg Pharma of their intention to attend the meeting (along with any accompanying assistants)
no later than the date and time stated in the official notice of the meeting, are entitled to attend the
meeting and vote for all their shares. Shareholders may participate in the meeting personally or by
proxy and may also be assisted by up to two advisors. Shareholders may normally register for a Gen-
eral Shareholders’ Meeting in several ways, as indicated in the official notice of the meeting.

SHAREHOLDER INITIATIVES

Shareholders who would like a particular issue to be addressed at a General Shareholders’ Meeting
are required to submit a written request to the Board of Directors. Such requests must normally be
received by the Board no later than seven weeks before the meeting.

Given the composition of the company’s owners, it is not considered justified in view of the com-
pany’s financial status to provide simultaneous interpretation to another language nor to translate in
full or in part shareholder meeting material, including the minutes.

Information about past shareholders meetings is available on Moberg Pharma’s website. The web-
site also provides information on shareholders’ right to have matters considered at the meeting and
the deadline before which such requests must reach the company.

The 2013 AGM took place on April 23, 2013. The meeting was attended by 18 shareholders, in
person or by proxy. These represented 42.3 percent of the shares and votes of Moberg Pharma. The
Chairman of the Board, Mats Pettersson, was elected Chairman of the meeting. The CEO and all
Directors attended the meeting. The minutes from the AGM are available at www.mobergpharma.
se under corporate governance. At the AGM, shareholders resolved to authorize the Board until the
next AGM to decide on the issuance of new shares, on one or more occasions, either with preferential
rights or disapplying the sharcholders’ preferential rights. The total number of shares encompassed
by such new share issues may not exceed ten percent of the shares in the company at the time of the
2013 AGM.

Prior to the 2014 AGM, the Board proposes shareholders to authorize the issuance of new shares
at a total not exceeding 20 percent of outstanding shares in the company.
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BOARD OF DIRECTORS

After a General Shareholders’ Meeting, the Board of Directors is the company’s highest decision-
making body. Under the Companies Act, the Board is responsible for the company’s administra-
tion and organization, which means that the Board is responsible for adopting goals and strategies,
ensuring that procedures and systems for evaluating adopted goals are in place, monitoring Moberg
Pharma’s financial position and results and evaluating the company’s operational management. The
Board is responsible for ensuring that the Annual Report and consolidated financial statements and
interim reports are prepared in time. The Board also appoints the Chief Executive Officer. Directors
are elected each year at the AGM for the period until the end of the next AGM. Moberg Pharma’s arti-
cles of association state that the Board should consist of at least three and no more than ten directors
and up to two alternates. According to the Code, no alternates are to be appointed for AGM-elected
Directors.

The Chairman of the Board is elected by the AGM and holds a special responsibility for leading
the work of the Board and ensuring that the Board operates in an organized and efficient manner. The
Chairman is not involved in the operational management of the company.

The Board operates in accordance with written rules of procedure that are reviewed and adopted
annually at the statutory Board meeting. The rules of procedure regulate Board procedures, functions
and the division of responsibilities between the Directors and CEO. In conjunction with the first
Board meeting, the Board also establishes instructions for financial reporting and instructions for
the CEO.

The Board normally convenes four to six times annually. In addition to these meetings, further
meetings may be arranged to address issues that cannot be deferred to a scheduled meeting. The
Chairman and CEO also engage in continuous dialogue concerning the company’s significant issues.
Moberg Pharma’s Board currently consists of eight Directors. The Board is presented in the Annual
Report on page 76.

Attendance
(no. of meetings 2013)

BoardRemuneration Directors’ fees

Independentin relation to

meetings Committee 2013, KSEK Elected The company Owners
Chairman of the Board,
Mats Pettersson 13 2 2010 Yes Yes
Vice Chairman,
Wenche Rolfsen " 2 3291 2010 Yes Yes
Board member,
Gustaf Lindewald 13 2 150 2006 Yes Yes
Board member,
Geert Cauwenbergh 13 187 2012 Yes Yes
Board member,
Torbjérn Koivisto 13 150 2009 Yes No
Board member,
Peter Rotschild 13 150 2011 Yes Yes
Board member,
George Aitken-Davies 13 0 2012 Yes No
Presidentand CEO,
Peter Wolpert 13 0 2006 No No
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REMUNERATION COMMITTEE

The Board has a remuneration committee, which prepares proposals on remuneration issues. The com-
mittee consists of three Directors, Wenche Rolfsen (Chairman), Mats Pettersson and Gustaf Lindewald.
All members are independent in relation to the company and the company’s senior executives. The
committee’s principal tasks are to (i) prepare the Board’s decisions on issues relating to principles of
remuneration, remuneration and other terms of employment for management, (ii) monitor and evaluate
ongoing and recently completed variable remuneration schemes for management, and (iii) monitor and
evaluate the application of principles for remuneration of senior executives that are legally subject to
approval by the AGM and of applicable structures and levels of remuneration in the company. Decisions
on remuneration issues, after preparation by the committee, must be adopted by the Board as a whole.

Audit Committee

The Board currently has no audit committee. In the opinion of the Board, those duties that would be
executed by an audit committee are better conducted by the Board as a whole. The Board reviews the
need for an audit committee on an annual basis. The Board’s rules of procedure contain principles
for the Board, as it performs its obligations in the capacity of audit committee. In this context, the
Board’s duties include preparing and monitoring issues relating to (i) monitoring and quality assur-
ance of the company’s financial statements, (ii) regular meetings with the company’s auditor to obtain
information and opinions concerning the focus, scope and content of audit assignments and of the
Annual Report and consolidated financial statements, and to engage in discussions on the auditor’s
views on the risks faced by the company, (iii) assessment and monitoring of the auditor’s impartiality
and independence and adoption of principles for authorized procurement of other services from the
company’s auditor, and (iv) evaluation of the auditor’s performance and information to the nominat-
ing committee of the results of the evaluation.

CEO AND OTHER SENIOR EXECUTIVES

The CEO reports to the Board and is primarily responsible for the company’s day-to-day operations.
The division of responsibilities between the Board and CEO is set out in the rules of procedure gov-
erning the activities of the Board and the instructions for the CEQO. The CEO is also responsible for
drafting reports and compiling information from management in preparation for Board meetings
and for presenting the material at the meetings.

Under the instructions for financial reporting, the CEO is responsible for financial reporting in
the company and is thus required to ensure that the Board obtains sufficient information to enable it
to continuously evaluate Moberg Pharma’s financial position.

The CEO is required to keep the Board informed of Moberg Pharma’s development, the compa-
ny’s results and financial position, liquidity and credit situation, important business events and other
circumstances that cannot be assumed to be irrelevant for the company’s shareholders (including
material disputes, the termination of agreements that are important to Moberg Pharma and signifi-
cant circumstances affecting the company’s products and projects). The CEO and senior management
are presented in more detail in the Annual Report on page 74.
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REMUNERATION OF DIRECTORS AND SENIOR EXECUTIVES

Remuneration of Directors

Fees and other remuneration of Directors, including the Chairman, are set by a General Shareholders’

Meeting. At the AGM on April 23, 2013, it was resolved that Directors’ fees, totaling SEK 1,150,000,

excluding social security contributions, would be paid and distributed as follows: SEK 300,000 to

the Chairman and SEK 250,000 to the Deputy Chairman. Other directors will receive SEK 150,000

each, with the exception of Peter Wolpert and George Aitken-Davies, who do not receive Board fees.
With the exception of the employee stock options allocated to certain Directors, none of the

company’s Directors are entitled to any benefits after stepping down from the Board.

Remuneration of senior executives

At the AGM on April 23, 2013, the following guidelines were resolved for senior executives of Moberg
Pharma: the company is to offer a market-aligned total remuneration package that facilitates the
recruitment and retention of qualified senior executives. The remuneration paid to the Chief Exec-
utive Officer and other senior executives is to comprise basic salary, variable remuneration, other
benefits and pension benefits. The total remuneration is to be based on the basic salary, which must
be proportionate to the executive’s responsibilities and authority. Variable compensation is capped at
50 percent of each executive’s basic annual salary. Variable compensation is to be based on results
achieved in relation to individually defined qualitative and quantitative targets, as well as the compa-
ny’s result in relation to goals set by the Board of Directors. Pensionable salary comprises only basic
salary. To the extent that Directors perform work for the company or any other group company, in
addition to work on the Board of Directors, a market-aligned consultancy fee may be payable.

In case of termination, the notice period is to be at least three months if this is on the initiative of
the senior executive and between three and 12 months if the company takes the initiative. Severance
amounts are not payable. Any share and share-price-related programs must be adopted by an Annual
General Meeting. Allotment from such programs must be in accordance with a resolution from the
Annual General Meeting. With the exception of the employee stock options that have been allotted
and vested, and what is provided for under employment contracts as referred to above, senior execu-
tives are not entitled to any post-employment/assignment benefits.

The Board of Directors is to be entitled to disapply the aforementioned principles for remunera-
tion of senior executives if there are special reasons for so doing.

Basic Variable Other Pension  Share-based Other

salary salary benefits costs remuneration remuneration Total
Presidentand CEQ,
Peter Wolpert 1,764 397 489 127 0 2,777
Other senior executives
(5 persons) 5,697 1,451 813 471 1,172 9,605
Total 7,461 1,848 0 1,302 598 1,172 12,382

19 These costs do not give rise to any payment and do not affect the company’s cash flow. Estimated costs for social security contributions are not included in the recognized amounts

20 The line includes payment of KSEK 977 to Steve Cagle (CEQ of Moberg Pharma North America) and KSEK 195 to Jim Barton (CFO of Moberg Pharma North Americal in the form of the

expensed part of the supplementary purchase consideration for the acquisition of the U.S. operations (the supplementary purchase consideration is conditional upon continued employmen!

inthe company and is recognized as salary continuously during the earnings period]
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SHARE-BASED INCENTIVE SCHEMES

Moberg Pharma has introduced share-based incentive schemes comprising warrants and employee
stock options designed to promote the company’s long-term interests by motivating and rewarding
certain senior executives and other employees. The employee stock options have been granted free of
charge. All permanent employees who have been employed by the company for at least 12 months
at December 31, 2012 are either shareholders or covered by the company’s incentive schemes. The
number of shares held by Directors, the CEO and other senior executives is presented in the Annual
Report on pages 75.

Moberg Pharma’s incentive schemes are based on employee stock options with vesting periods
extending over several years. An employee may, for example, vest his or her first options after three
years” employment with further entitlements after years 4 and 5. The rationale behind the incentive
structure is partly to spread the vesting period over several years and partly to allow for flexibility in
allotting options; instead of establishing the granting for new recruits in year 1, the current structure
allows for adjustments in schemes for future years when it has become clear how well the employee
has performed and whether he or she will assume a greater or lesser role in the company than was
originally intended.

Employee Stock Option Scheme 2010:2 included Directors Wenche Rolfsen and Mats Petters-
son. The Code states that stock options should not be included in remuneration for Directors. Moberg
Pharma does not intend to introduce new stock option schemes aimed at Directors in future. The
company’s employee stock option scheme up to 2012 had a vesting period of less than three years.
As an adaptation of the Code, the employee stock option scheme from 2013 and ahead has a vesting
period of more than three years.

AUDIT
The auditor is tasked with auditing the company’s Annual Report and financial statements, as well as
the administration of the company by the Board and the CEO. After the end of each fiscal year, the
auditor is required to submit an audit report and consolidated audit report to the AGM.

Moberg Pharma’s company Auditor is the auditing firm Ernst & Young AB with Authorized
Public Accountant Magnus Fagerstedt as Auditor-in-Charge. The company’s auditors are presented
in more detail in the Annual Report on page 76.

Remuneration of auditors
The remuneration paid to the auditor is subject to approval by a General Shareholders” Meeting. The
AGM on April 23, 2013 resolved to approve remuneration of the auditor as per approved invoice.

In 2013, remuneration of MSEK 1.4 was paid to the auditor, of which audit assignments accounted
for MSEK 0.7, audit work in addition to the assignment for MSEK 0.2 and other assignments for
MSEK 0.5. Audit assignments are defined as the examination of the Annual Report and account-
ing records and of the Board of Directors and CEO’s administration of the company, other tasks
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incumbent on the auditor as well as advice and other assistance occasioned by observations made in
the course of such examinations or the performance of such other tasks. Audit work in addition to
the assignment comprises examinations of interim reports, prospectus, pro-forma and issue-in-kind
certificates and preparing other opinions in accordance with the Companies Act. Other services pro-
vided in 2013 were primarily connected to the acquisition of product rights and capital procurement.

NOMINATION COMMITTEE

The Nominating Committee submits proposals for the appointment of a Chairman and other Board
Members, as well as proposals on fees and other compensation to be paid to Directors. The Nomi-
nating Committee also presents proposals for the appointment and remuneration of the company’s
auditor. The Nominating Committee’s proposals will be presented in the notice of the 2014 AGM.

The AGM on April 23, 2013 resolved to commission the Chairman of the Board to contact the
three largest shareholders or groups of owners in terms of the number of votes (hereby referring to
both directly registered shareholders and nominee registered shareholders), according to Euroclear’s
share register on September 30, 2013, which are offered the opportunity to each appoint a represent-
ative, who together with the Chairman of the Board will make up the Nomination Committee for
the time until a new Nomination Committee is appointed by mandate from the next AGM. If any of
these shareholders declines the entitlement to appoint a representative, this entitlement transfers to
that shareholder with the largest shareholdings after these shareholders until the Nomination Com-
mittee consists of four members.

If a member leaves the committee before his or her work is completed and if the committee con-
siders it necessary to replace the member, the Nomination Committee will appoint a new member
in accordance with the procedure above but based on Euroclear’s share register applicable as soon as
possible after the member steps down. Changes in the composition of the Nomination Committee
must immediately be published. No fee is payable to members for their work on the committee.

The Nomination Committee for the 2014 AGM was announced on Moberg Pharma’s website
and in a press release on November 8, 2013. The Nomination Committee met twice during the year.

Nomination committee for the 2014 annual meeting

Percentage of Percentage of

shares and votes, shares and votes,
Name Representing September 30, 2013 December 31,2013
Per-Olof Edin The Baltic Sea Foundation 19.1% 19.1%
Hékan Astrém SIXSISAG 15.3% 13.9%
Henrik Blomquist Bure Equity Ab (Publ) 9.1% 8.3%
Mats Pettersson The Board of Moberg Pharma 0.1% 0.1%
Total 43.6% 1.4%
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INTERNAL CONTROL AND RISK MANAGEMENT OF FINANCIAL REPORTING

The overall purpose of internal controls is to obtain reasonable assurance that the company’s opera-
tional strategies and goals are monitored and that shareholders” investments are protected. Addition-
ally, internal controls should provide reasonable assurance that external financial reporting is reliable,
and prepared in accordance with generally accepted accounting practice, that applicable laws and
ordinances are complied with and that the requirements of listed companies are observed. At Moberg
Pharma, internal control over financial reporting is designed, for example, to ensure efficient and reli-
able management and accounting of purchases and sales, other revenue recognition and accounting
of the company’s financing arrangements.

The internal control environment mainly comprises the following five components: Control environ-
ment, Risk assessment, Control activities, Information and communication, as well as

Monitoring compliance.

Control environment

The control environment at Moberg Pharma forms the framework of the direction and culture with
which the company’s Directors and management communicate their messages to the organization.
Internal management and control in accordance with customary frameworks is assigned high prior-
ity. Moberg Pharma’s Directors and management define and design decision paths, authorities and
responsibilities that are clearly defined and communicated throughout the organization. The compa-
ny’s Directors also strives to ensure that steering documents, such as internal policies and principles,
cover identified areas of significance, and that these provide the right guidance to the work of the

various executives in the company.

Risk management

The company’s Board conducts continuous and systematic risk-assessment work aimed at identifying
risks and taking the necessary actions to cope with them. Risk assessment is also designed to identify
such risks that have a significant impact on internal control of financial reporting.

The commercialization and development of new drugs is a risky and capital-intensive process.
Risk factors considered of particular significance for Moberg Pharma’s future development include
results of competition and price scenario, production, business partners and distributors, clinical
studies, actions of public authorities, liability risks and insurance, integration risks, patent and trade-
marks, key individuals, cyclical sensitivity, future capital requirements and financial risk factors. A
more detailed description of Moberg Pharma’s exposure to risk and how the company manages it is
provided in the Annual Report on pages x—x.

Control activities

The primary purpose of control activities is to prevent, discover and rectify misstatements in finan-
cial reporting. Processes and activities have been structured to manage and address significant risks
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related to the financial reporting. These activities include analytical updates and comparisons of the
progress in terms of profits or items, reconciliation of accounts and balances, and approval of all
business transactions and collaboration agreements, powers of attorney and certification instructions,
as well as accounting and valuation policies. Access to ERP systems is limited by authority, respon-
sibility and role.

Information and communication

Moberg Pharma is a listed company in one of the most regulated industries in the world — pharmaceu-
tical. In addition to the high demands that NASDAQ OMX Nordic Stockholm and the supervisory
authorities impose on the scope and accuracy of information, Moberg Pharma’s internal information
and communication functions are designed to ensure that correct financial and other corporate infor-
mation is communicated to employees and other stakeholders.

The company’s internal instructions and policies, which are available for all employees, provide
information on applicable procedures in all parts of the company and describes control functions and
how they are implemented.

The security of all information that could affect the market value of the company and the mech-
anisms to ensure that such information is communicated in a correct and timely fashion are corner-
stones of the company’s undertaking as a listed company. These two factors, and the procedures for
managing them, ensure that financial reports are received by all players in the financial market at the
same time, and that they provide an accurate presentation of the company’s financial position and
performance.

Monitoring compliance

Monitoring compliance with internal policies, principles, manuals and codes as well as the appropri-
ateness and functionality of the established control activities is conducted regularly. Measures and
procedures for financial reporting are subject to regular follow up. Moberg Pharma’s management
conducts monthly performance follow-up, including an analysis of deviations from budget and the
preceding period, also on a project level. The Directors review the Annual Report and interim reports
prior to publication. The Board meets the company’s external auditor each year to discuss the compa-
ny’s internal control and financial reporting procedures.

Assessment of the need for internal audit

Moberg Pharma has no separate auditing function (internal audit). The Board annually evaluates the
need for such a function and, considering the size of the company, with relatively few employees and
a scope of operations in which most transactions of significance are of similar character and relatively
uncomplicated, has found no basis for establishing a formal internal auditing function.
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Compliance with the Swedish stock exchange rules, etc. during the fiscal year

During 2013, Moberg Pharma was not subject to decisions passed by the NASDAQ OMX Nor-
dic Exchange Stockholm’s disciplinary committee or statements by the Swedish Securities Council
regarding infringement of Nasdag OMX Nordic Exchange Stockholm’s regulations or accepted mar-
ket practices.

Stockholm April 11, 2014

ful

Mats Pettersson

[ S

Peter Rothschild

Chairman Vice Chair Board member
George Aitken-Davies Geert Cauwenbergh Gustaf Lindewald

Board member Board member Board member

! AN e
Torbjorn Koivisto Peter Wo|pert
Board member CEO and Board member
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AUDITOR'S REPORT ON THE CORPORATE GOVERNANCE REPORT

To the annual meeting of the shareholders of Moberg
Pharma AB Corp. Reg. No. 556697-7426

It is the Board of Directors who is responsible for the corporate governance report for 2013 on pages
68-73 and that it has been prepared in accordance with the Annual Accounts Act.

We have read the corporate governance report and based on this information and our knowledge
of the company and the Group we believe that we have a sufficient basis for our opinions. This means
that our statutory examination of the corporate governance report is different and substantially more
limited in scope than an audit conducted in accordance with International Standards on Auditing
and generally accepted auditing standards in Sweden.

In our opinion, a corporate governance report has been prepared and its statutory content is con-

sistent with the annual accounts and the consolidated accounts.

Stockholm, April 11, 2014

Ernst & Young AB

Pragrs Tepeahe

Magnus F
Authorized Public Accountant
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MANAGEMENT

MANAGEMENT

Peter Wolpert

Martin Ingman Kjell Rensfeldt

PETER WOLPERT, CEO and founder, M.Sc. in Engineering, M.Sc. in
Economics and Business. Born 1969. Has worked for the company since
2006. Peter Wolpert has 16 years’ experience as CEO, strategy consultant
and entrepreneur and is Chairman of Viscogel AB. He was co-founder of
Accuro Immunology, Ibility and Viscogel, and previously held positions as
CEO of Athera Biotechnologies and strategy consultant of McKinsey & Co.
Shareholding: 600,000 shares through Wolco Invest AB and 50,000
employee stock options (50,000 shares may be subscribed for based on
the employee stock options].

MARTIN INGMAN, VP Sales and Marketing, M.Sc. in Economics and
Business. Born 1962. Has worked for the company since 2008. Martin
Ingman has 19 years’ experience from senior sales and marketing posi-
tions at Astra AB (publ] (currently AstraZeneca), Q-Med AB and Carema
Omsorg AB. Shareholding: 1,100 shares and 64,000 employee stock op-
tions (108,000 shares may be subscribed for based on the employee stock
options).

KJELL RENSFELDT, VP Research and Development and Chief Medical
Officer, Certified physician, M.Sc. in Economics and Business. Born 1957.
Has worked for the company since 2007. Kjell Rensfeldt has 15 years’ in-
dustrial experience from senior positions at Biogen Idec and Q-Med. Dr.
Rensfeldt also has ten years’ clinical experience and specialist training
in urology. Shareholding: 5,000 shares and 87,000 employee stock op-
tions (159,000 shares may be subscribed for based on the employee stock
options).

MOBERG PHARMA ANNUAL REPORT 2013

Anna Ljung Steve Cagle

ANNA LJUNG, Chief Financial Officer, M.Sc. in Economics and Business.
Born 1980. Has worked in the company since 2006. Anna Ljung has pre-
viously worked as CFO at Athera Biotechnologies AB and Lipopeptide AB,
as well as independent consultant in technology licensing. Shareholding:
10,000 shares and 35,000 employee stock options (55,000 shares may be
subscribed for based on the employee stock options).

STEVE CAGLE, CEO of Alterna, B. Sc., MBA. Born 1977. Responsible for
the company’s North American operation. Steve Cagle has been the CEO
of Alterna since 2007. Previous experience from senior positions at Sparta
Systems Inc. Steve Cagle is a Board member at M2S and Carolina Medical
Products. Shareholding: 40,308 shares and 100,000 employee stock op-
tions (100,000 shares may be subscribed for based on the employee stock
options).
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BOARD OF DIRECTORS

Mats Pettersson Wenche Rolfsen

MATS PETTERSSON Chairman, M.Sc. in Economics and Business.
Born 1945. Mats Pettersson was the CEO of Biovitrum AB until 2007. He
is Chairman of the Board of Genmab A/S and Board member of to-BBB
Holding B.V and Photocure AS. Mats Pettersson has more than 35 years’ ex-
perience in the pharmaceutical industry and was Senior Vice President and
a member of the management team of Pharmacia Corporation prior to the
establishment of Biovitrum. Shareholding: 6,514 shares, as well as 800 sha-
res through Espen Invest A/S and 26,950 allocated employee stock options
(53,900 shares may be subscribed for based on the employee stock options).

WENCHE ROLFSEN Born 1952. Deputy Chairman, Ph.D. Visiting
Professor at Uppsala University. Wenche Rolfsen has more than 30
years’ experience in the pharmaceutical industry and has held senior
positions in research and development at Pharmacia and was CEO of
Quintiles Scandinavia AB. She is Chairman of Aprea AB with subsidia-
ries and of InDex Pharmaceuticals AB, as well as Board member of APL
AB, Denator AB, Industrifonden Foundation, Swedish Match AB, TFS Trial
Form Support International AB and Sarsia Seed, Norway. Shareholding:
2,934 shares through Rolfsen Consulting AB, as well as 13,626 allocated
employee stock options (27,252 shares may be subscribed for based on
the employee stock options).

GEORGE AITKEN-DAVIES Director. Born 1978. Director since 2012.
Managing Director and founder of Altaris Capital Partners. Previously
active at Merrill Lynch. Director at Senator Foundation. Shareholding:
770,776 shares owned by Altaris Capital Partners.
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George Aitken-Davies

{f

Geert Cauwenbergh Gustaf Lindewald

GEERT CAUWENBERGH Director, Ph.D. Born 1954. Director since 2012.
Dr. Cauwenbergh has long experience from the pharmaceutical industry
and has special experience in product development and marketing of
dermatology products in Europe and the U.S. Dr. Cauwenbergh is Board
member and CEO of RXi Pharmaceuticals Corp (U.S.], Managing Partner
of Phases123 LLC (U.S.), Board member of Cutanea Life Sciences (U.S.),
as well as Alto Pharmaceuticals (Canada). He has previously worked as
Chairman and CEO of Barrier Therapeutics (U.S.] and held senior posi-
tions in the Johnson & Johnson Group in the U.S.

Shareholding: 0 shares.

GUSTAF LINDEWALD Director, Pharmacist. Born 1942. Gustaf
Lindewald has more than 40 years’ experience from the pharmaceutical
and food industries. He has experience from several senior positions,
such as Marketing Director of ACO, VP of Procordia Health Food, Head of
Clinical Nutrition and Supply Director of Semper. He is Director at EDIO
Health Care AB. Shareholding: 41,795 shares.

TORBJORN KOIVISTO Director, LL.M. Born 1949. Torbjérn Koivisto is a
corporate lawyer focusing on corporate and commercial law, especially
inthe area of Life Sciences He has previous experience from Mannheimer
Swartling, Lindahl and Bird & Bird. He is Director of Forslid & Co AB.
Since 2006, he has been running his own business, IARU. Shareholding:
5,856 shares through IARU, Institutet for Affarsjuridisk R&adgivning i
Uppsala AB.

Torbjorn Koivisto

Peter Rothschild

Peter Wolpert

PETER ROTHSCHILD Director, M.Sc. in Economics and Business. Born
1950. Peter Rothschild has extensive experience in new enterprises inclu-
ding the biotech industry. He is the CEO and founder of BioGaia AB (publ].
Peter Rothschild is also Chairman of Loft Industries AB and Director
of several of BioGaia's subsidiaries. Peter Rothschild has also been a
Director of Diamyd Medical AB and Perlan AB. Shareholding: 32,034
shares through Annwall & Rothschild Investments AB, of which Peter
Rothschild owns 50 percent.

PETER WOLPERT
Director and founder.
For description, see Management on page 75.

AUDITORS

Atthe Annual General Meeting on April 18, 2011, the auditing firm of Ernst
& Young AB (Jakobsbergsgatan 24, Box 7850, SE-103 99, Stockholm) was
appointed as the company’s auditor with the Authorized Public Accountant
Magnus Fagerstedt (born 1957 and member of Far) as Auditor-in-Charge,
with a period in office according to the Articles of Association, for the pe-
riod ending with the 2015 Annual General Meeting.



SHAREHOLDER INFORMATION

ANNUAL GENERAL MEETING

The Annual General Meeting will be held on May 13, 2014 at
Moberg Pharma’s premises on Gustavslundsvigen 42, 5th floor,
Bromma, Stockholm. Shareholders who wish to have an issue
addressed by the Annual General Meeting must submit their
request by April 3, 2014 by post to the company’s address or e-mail
to arsstamma@mobergpharma.se.

All shareholders who are registered in their own name in the
register of shareholders maintained by Euroclear Sweden AB on
May 7, 2014, are entitled to attend the meeting. Shareholders
whose shares are registered in the name of a nominee must, in
ample time prior to this date, with the help of the nominee re-reg-
ister their shares in their own names in order to be entitled to
participate in the Annual General Meeting.

REPORT DATES 2014

Interim report January - March 2014 May 13,2014
Interim report January - June 2014 August 13,2014
Interim report January - September 2014 November 14, 2014

FINANCIAL INFORMATION

The reports are available in Swedish and English and will be
available on www.mobergpharma.se. Contact Investor Relations,
Peter Ostling, tel: +46 (0)8- 522 807 32,

e-mail peter.ostling@mobergpharma.se
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HISTORY

2006

Moberg Pharma was founded by Peter Wolpert and Marie Moberg.
Upon founding, a patent and project portfolio was acquired based
on multiple years of research starting in the late 1980s by the late
Swedish dermatologist Dr. Sven Moberg, who worked at the Sahl-
grenska University Hospital. The company’s portfolio has since
expanded through new innovations, licenses for projects and the
acquisition of a patent portfolio, as well as continued development.

2007

A clinical phase II trial of Kaprolac® Dandruff Solution for treat-
ment of seborrhoeic dermatitis was conducted. In addition, the
company initiated a clinical phase III trial pertaining to Nalox™
involving 493 patients, which was concluded in 2008.

2008

A clinical phase III trial pertaining to Kaprolac® Dandruff Solu-
tion was conducted.

The development portfolio was strengthened through the acquisi-
tion of all the assets from the bankruptcy estate of Zelmic Tech-
nologies AB, including the Limtop pharmaceutical project, patent
applications and laboratory equipment.

2009

The company signed its first distribution agreement pertaining
to the sale of Nalox™ in the Nordic region, with Antula Health-
care AB (Meda AB). A new patent application was submitted for
MOB-015 and the company received MSEK 4.2 in grants from
Vinnova for the development of this project. Three cosmetic prod-
ucts within the Kaprolac® series were registered with the Swedish
Medical Products Agency and a clinical phase I/1I trial for Kapro-
lac ®* SRH in atopic dermatitis was conducted.
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2010

In March 2010, the company received European marketing
authorization for Nalox™ and Kaprolac® Scalp Solution as medical
technology products (CE mark). Additional distribution agree-
ments for a number of geographic markets were signed, including
Canada and the Middle East, for Nalox™/Emtrix®. During the
autumn, Nalox™ was launched in Sweden, Denmark, Norway and
Finland. Already in the first quarter after the launch, the product
became market leader in the Nordic region. A clinical phase II
trial for MOB-015 was initiated involving 237 patients.

2011
In May, the company was listed on the main list of NASDAQ
OMX Nordic Exchange Stockholm.

The company published positive findings from a clinical
trial for Nalox™. The trial included 75 patients with nail fungus
and showed that 92 percent of patients experienced an improve-
ment after eight weeks of treatment. Already after two weeks, an
improvement was seen in 77 percent of the patients.

During the year, new distribution agreements were signed
with Menarini (Italy), Alterna (U.S.) and OzHealth (Australia
and New Zealand). In addition, the license agreement with Meda
OTC was expanded to include a total of 22 countries including
Germany, France, Spain, the UK, Russia, Poland, Turkey and the
Nordic countries. Nalox™ retained its market leading position in
the Nordic region, while the international launch commenced and
the product was launched in the U.S. and Australia.

2012
The company acquired Alterna LLC and thus established its own
market presence in the U.S., while broadening its product portfo-
lio with Kerasal® and JointFlex". A private placement was imple-
mented for Handelsbanken Fonder, the Third Swedish National
Pension Fund and Rhenman & Partners Asset Management AB.
The successes for Kerasal Nail™/Nalox™/Emtrix® continued.
During the year, all remaining milestones in the agreement with

Meda were achieved, as a result of successful launches in several
European markets. In the U.S., distribution of Kerasal Nail™
increased from 1,300 to 3,500 Walmart department stores and in
Canada, Nalox™/Emtrix” was approved by the national regulatory
authority, Health Canada.

Distribution agreements for Nalox™/Emtrix” were signed with
Pharmaplan (Pty) Ltd. (South Africa), Ana Darou P.J.S (Iran) and
Paladin Labs Inc. (Canada). Recruitment for a phase II trial with
Limtop against actinic keratosis was implemented and a new phase
IT trial with an improved formulation of MOB-015 for the treat-
ment of nail fungus commenced.

2013

In December, Moberg Pharma acquired three well-established,
non-prescription products in the U.S. from Bayer Healthcare. The
acquired portfolio includes the products Domeboro®, a topical
drug for the treatment of itching and irritated skin, Vanquish®, an
analgesic drug, and Fergon®, an iron supplement. A private place-
ment was implemented aimed at Bure Equity AB.

During the year, a new distribution agreement was signed with
Leosons International for the marketing of Kerasal Nail™ in the
Middle East and North Africa. In addition, the distribution agree-
ment with Merarini was expanded to also include China and the
distribution agreement with Paladin to also include Mexico.

In December, positive interim results were published from the
ongoing Phase II clinical trial for MOB-015. After six months of
treatment with MOB-015, 40 percent of the patients were myco-
logically cured (free from fungus). No safety concerns were iden-

tified.



GLOSSARY

ANTIMICROBIAL
A substance with properties capable of destroying or inhibiting the
growth of microorganisms (e.g. bacteria).

ATOPIC DERMATITIS
A chronic, itchy inflammatory skin disease that has both a hered-
itary and an immunological basis.

CLINICAL TRIAL
A study of the effects of a pharmaceutical on humans.

DERMATOLOGY
The science of the skin and its diseases.

DRUG DELIVERY

The method or process of administering active compounds to
achieve a therapeutic effect in humans or animals. Drug delivery
technologies refer to patent-protected formulation technologies
that modify drug profile with respect to release or absorption of
pharmaceuticals in the body, with the aim of achieving more effi-
cient and simpler treatment and/or reduced side effects.

ECZEMA

Eczema is a non-contagious skin disease caused by an inflamma-
tion in the epidermis. The term eczema is used for several types
of skin rashes that are characterized by redness, itching, dryness
and peeling.

FORMULATION

To develop the most appropriate formulation of a pharmaceutical,
for example, cream, tablet or liquid form.

MOBERG PHARMA ANNUAL REPORT 2013

IAS (INTERNATIONAL ACCOUNTING STANDARDS) AND IFRS
(INTERNATIONAL FINANCIAL REPORTING STANDARDS)
New accounting rules adopted by the EU. The rules are designed
to facilitate comparability of annual reports

in Europe.

KERATOLYTIC
To remove/shed dead cells from the epidermis/nail.

MICROSCOPY
Studies on the microscopic level of objects not visible to the naked
eye.

MYCOLOGY
The study of fungi.

NAIL FUNGUS

Fungus infection of the nail that often results in the thickening
and crumbling of the nail and the separation of the nail from the
nail bed. Nail fungus is normally caused by pharmatophytes.

oTC
Over-the-counter

PATENT FAMILY
A patent family consists of all patents and patent applications sub-
mitted in different countries for the same invention.

PREVALENCE
‘The number of individuals in a certain group having a certain dis-

ease at a certain time.

SEBORRHOEIC DERMATITIS
See dandruff dermatitis

TERBINAFINE

An antifungal agent, developed by Novartis, now without patent
protection. It belongs to a class of pharmaceuticals called ally-
lamines, which block the activity of an enzyme, squalene epoxi-
dase, which has a central role in the synthesis of the fungal cell
membrane.



MOBERG PHARMA AB

Tel: +46 8 522 30 700
Fax: +46 8 735 20 29
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