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Similar�rights�acquired�for�consideration,
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���� Non-current financial assets

Investments ���
	�		 ���
	�		

���  !�"� #�$�%%&��'

(� Current assets

�� �
)
�*
��
��
�����+
��
��
��

�� ���������������������������

��������� ��������� ����
�����


�  �!��������� 

�
����
 �
���	���� ��
�
	���
 
���	
	���

��� ,
�+�
����
�-��
�
�)
� �	�����

��
	 
����
��
����

#&�"% �!�#�'� ''�&$#��%%�$&

,� ��
�
���
	�
��
� "%��%""�&# #'���!"�$%

#&�$�#�! '��� ''�"���&���"�

"#�#'�'&#$ "#�#'�'&#�



E q u i t y   a n d   l i a b i l i t i e s
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�� Equity

�� Share capital ��
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���� Revenue reserves

Legal�reserves 
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(� Provisions

�� Pension�provisions ����
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�� Other�provisions ��
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,� Liabilities

1. Trade�payables 
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Income statement for the period

from 1 January to 31 December 2017

�� Other�operating�income

�� Cost�of�materials

a) Cost�of�supplies�and�purchased�merchandise

b) Cost�of�purchased�services

�� Personnel�expenses

a) Wages�and�salaries

b) Social�security�and�post�employment�costs
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"� Amortisation�of�intangible�assets�and�depreciation�of�property,�plant�and
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�� Other�operating�expenses

�� Other�interest�and�similar�income

�� Interest�and�similar�expenses
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1.1.2017 - 

31.12.2017

1.1.2016 - 

31.12.2016

EUR EUR
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�
�� -13,793 ��������

$��� ����"���) ���� �������� 0

Cash flow from operating activities -11,649,970 -13,368,638

-6,997 -7,394

-1,049 -116,963

$������������
%�� 0 766

Cash flow from investing activities -8,046 -123,592

#��������	�� ��
��
��,������	��
���� 127,644 14,884,960

'
�+,��� �����	�����������
�������� 0 -971,215

Cash flow from financing activities 127,644 13,913,745

Cash effective changes of cash and cash equivalents -11,530,371 421,516

Effect of exchange rate fluctuation on cash held -61,298 0

Cash and cash equivalents at the beginning of the financial year 21,782,924 21,361,408

Cash and cash equivalents at the end of the period 10,191,255 21,782,924

31.12.2017 31.12.2016

EUR EUR

Composition of cash and cash equivalents

-��
����
��� 1 221

.��/�+������� 10,191,254 21,782,703

10,191,255 21,782,924

Statement of cash flows for the period from 1 January to 31 

December 2017
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Statement of shareholders' equity as at 31 December 2017 

Subscribed 

capital

Capital 

reserves Legal reserves Accumulated loss Equity

Ordinary shares     

EUR EUR EUR EUR EUR 

Balance as at 01.01.2016 7,442,487 34,871,657 227,625 -26,067,151 16,474,618

Capital�increase�as�a�result�of�a�cash�

contribution
744,248 14,140,712 14,884,960

Net�loss�of�the�period -14,512,439 -14,512,439

Balance as at 31.12.2016 8,186,735 49,012,369 227,625 -40,579,590 16,847,139

Balance as at 01.01.2017 8,186,735 49,012,369 227,625 -40,579,590 16,847,139

Capital�increase�as�a�result�of�the�exercise�of�

stock�options
21,274 106,370 127,644

Net�loss�of�the�period -7,728,686 -7,728,686

Balance as at 31.12.2017 8,208,009 49,118,739 227,625 -48,308,275 9,246,097
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Probiodrug AG, Halle (Saale) 
�

NOTES to the annual financial statements for the financial 
year from 1 January to 31 December 2017 

I. General disclosures 
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II. Accounting policies and measurement methods 
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III. Explanations on the balance sheet  
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IV. Explanations on the income statement 
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5.� Probiodrug’s risk management and internal control 

system 
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7.� Corporate governance statement pursuant to Section 289f 

of the HGB 
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Responsibility Statement 

 

To the best of our knowledge, and in accordance with the applicable reporting principles, the 

annual financial statements provide a true and fair view of the net assets, financial position and 

results of operations of Probiodrug AG and in the management report, the business development 

including the performance and position of Probiodrug AG is presented in a manner to provide a 

true and fair view together with a description of the principal opportunities and risks associated 

with the expected development of Probiodrug AG. 

 

 

 

Halle (Saale), 9 February 2018 

The Executive Board of Probiodrug AG 

 

 

 

 

 

Dr. Konrad Glund Dr. Hendrik Liebers Dr. Ingeborg Lues 
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Independent Auditor’s Report 

�

To�Probiodrug�AG,�Halle�(Saale)�

Report on the Audit of the Annual Financial Statements and 

Management Report  

Opinions 

We�have�audited�the�annual�financial�statements,�which�comprise�the�balance�sheet�as�at�

31�December�2017,�the�income�statement,�the�statement�of�cash�flows�and�the�statement�of�

changes�in�shareholders’�equity�from�1�January�to�31�December�2017,�and�notes�to�the�finan-

cial�statements,�including�the�recognition�and�measurement�policies�presented�therein.�In�ad-

dition�we�have�audited�the�management�report�of�Probiodrug�AG,�Halle�(Saale)�for�the�financial�

year�from�1�January�2017 to�31�December�2017.�In�accordance�with�the�German�legal�require-

ments,�we�have�not�audited�the�corporate�governance�statement�which�is�included�in�Section�

7�of�the�management�report.�

In�our�opinion,�on�the�basis�of�the�knowledge�obtained�in�the�audit,�

–� the�accompanying�annual�financial�statements�comply,�in�all�material�respects,�with�the�

German�commercial�law�applicable�for�capital�corporations�and,�in�compliance�with�German�

generally�accepted�accounting�principles,�give�a�true�and�fair�view�of�the�net�assets�and�fi-

nancial�position�of�the�Company�as�at�31�December�2017,�and�of�its�results�of�operations�

for�the�financial�year�from�1�January�2017 to�31�December�2017,�and�

–� the�accompanying�management�report,�as�a�whole,�provides�an�appropriate�view�of�the�

Company’s�position.�In�all�material�respects,�this�management�report�is�consistent�with�the�

annual�financial�statements,�complies�with�German�legal�requirements�and�appropriately�

presents�the�opportunities�and�risks�of�future�development.�Our�opinion�on�the�manage-

ment�report�does�not�cover�the�content�of�the�corporate�governance�statement�mentioned�

above.�

Pursuant�to�Section�322�(3)�sentence�1�of�the�HGB,�we�declare�that�our�audit�has�not�led�to�

any�reservations�as�to�the�legal�compliance�of�the�annual�financial�statements�and�of�the�man-

agement�report.�
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Basis for the Audit Opinions 

We�conducted�our�audit�of�the�annual�financial�statements�and�of�the�management�report�in�

accordance�with�Section�317�of�the�HGB�and�EU�Audit�Regulation�No.�537/2014�(referred�to�

subsequently�as�“EU�Audit�Regulation”)�and�in�compliance�with�German�Generally�Accepted�

Standards�for�Financial�Statement�Audits�promulgated�by�the�Institut�der�Wirtschaftsprüfer�[In-

stitute�of�Public�Auditors�in�Germany]�(IDW).�Our�responsibilities�under�those�requirements�

and�principles�are�further�described�in�the�“Auditor’s�Responsibilities�for�the�Audit�of�the�Fi-

nancial�Statements�and�of�the�Management�Report”�section�of�our�auditor’s�report.�We�are�

independent�of�the�Company�in�accordance�with�the�requirements�of�European�law�and�Ger-

man�commercial�and�professional�law,�and�we�have�fulfilled�our�other�German�professional�

responsibilities�in�accordance�with�these�requirements.�In�addition,�in�accordance�with�Arti-

cle�10�(2)�letter�(f)�of�the�EU�Audit�Regulation,�we�declare�that�we�have�not�provided�non-audit�

services�prohibited�under�Article�5�(1)�of�the�EU�Audit�Regulation.�We�believe�that�the�audit�

evidence�we�have�obtained�is�sufficient�and�appropriate�to�provide�a�basis�for�our�audit�opin-

ions�on�the�annual�financial�statements�and�on�the�management�report.�

Key Audit Matters in the Audit of the Financial Statements 

Key�audit�matters�are�those�matters�that,�in�our�professional�judgment,�were�of�most�signifi-

cance�in�our�audit�of�the�annual�financial�statements�for�the�financial�year�from�1�January�2017 

to�31�December�2017.�These�matters�were�addressed�in�the�context�of�our�audit�of�the�annual�

financial�statements�as�a�whole,�and�in�forming�our�audit�opinion�thereon;�we�do�not�provide�a�

separate�opinion�on�these�matters.��

�

Disclosures in the notes with respect to continuity of business activities 

We�refer�to�Section�I�of�the�notes�to�the�financial�statements.�

THE�FINANCIAL�STATEMENT�RISK�

Probiodrug,�as�a�biopharmaceutical�company�in�the�Alzheimer’s�area,�is�dependent�on�re-

search�and�development�programs.�The�pharmaceutical�development�process�is�characterised�

by�long�development�cycles�as�well�as�substantial�investment�requirements�for�preclinical�and�

clinical�research�and�development�until�such�time�as�a�product�is�ready�for�commercialisation.�

Up�until�this�point,�Probiodrug�has�a�continuous�need�for�external�financing�for�research�and�

development�activities.�In�financial�year�2017,�Probiodrug�realised�a�net�loss�of�EUR�7,729k�

and�an�accumulated�loss�of�EUR�48,308k.�The�Company�expects�further�operating�losses�in�

the�foreseeable�future�due�primarily�to�the�ongoing�financing�for�research,�the�development�of�

medicinal�products�and�the�development�of�the�organisation.�As�per�the�available�Company�

planning,�the�Company�expects�the�financing�to�be�sufficient�at�least�to�the�end�of�the�first�

quarter�of�2019.�The�current�planning�does�not�give�consideration�to�any�investments�for�clini-

cal�or�preclinical�studies�however�expected�preparatory�costs�are�considered.�To�continue�the�
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studies�additional�funding�is�necessary.�This�would�require�additional�equity�or�third�party�fi-

nancing�or�that�funding�be�generated�by�proceeds�from�licensing�agreements�or�cooperations.�

Managements’�assessment�with�respect�to�the�continuity�of�business�activities�and�to�disclo-

sures�in�the�notes�on�matters�in�conjunction�with�the�continuity�of�business�operations�is�de-

pendent�on�a�number�of�significant�assumptions�such�as,�for�example,�the�cash�burn-rate�as�a�

key�figure�with�respect�to�the�average�monthly�outflow�of�funds,�progress�of�the�clinical�pro-

gram�and�the�viability�of�alternative�programs.��

OUR�AUDIT�APPROACH�

We�have�audited�the�Company�planning�and�the�associated�liquidity�planning�for�the�years�

2018�and�2019�as�well�as�the�process�for�the�preparation�of�the�planning.�This�was�carried�out�

by,�among�other�things,�inspecting�the�relevant�documents�as�well�as�inquiry�of�the�Chief�Fi-

nancial�Officer.�We�audited�the�approach�to�the�budgeting�process�and�the�appropriateness�of�

management’s�significant�assumptions.�Furthermore,�the�documents�provided�to�the�Supervi-

sory�Board�with�respect�to�the�progress�of�the�clinical�program�were�inspected�and�inquiries�

were�made�of�the�Chief�Financial�Officer�and�the�Chairperson�of�the�Audit�Committee�regard-

ing�the�clinical�program�as�well�as�alternative�strategies.���

In�addition,�our�audit�included�a�reconciliation�of�the�most�important�underlying�assumptions�

such�as,�for�example,�a�reconciliation�of�the�costs�of�external�service�providers�to�the�contrac-

tual�agreements�and�the�phase�of�the�clinical�program�as�well�as�the�recurring�operating�costs�

including�rent,�amortisation�and�depreciation�and�salaries�on�the�basis�of�historical�cost�struc-

tures.�In�addition,�we�compared�the�budgeted�cash�burn�rates�for�the�years�2018�and�2019�

with�the�historic�cash�burn�rates.�Furthermore,�we�assessed�whether�the�disclosures�in�the�

notes�on�matters�in�conjunction�with�the�continuity�of�the�business�activities�are�sufficiently�

detailed.��

OUR�CONCLUSIONS�

On�the�whole,�the�Executive�Board’s�assumptions�with�respect�to�the�continuity�of�the�busi-

ness�are�appropriate.�The�Company�and�liquidity�planning�was�appropriately�prepared,�com-

pletely�reflecting�the�assumptions�made�by�management.�The�related�disclosures�in�the�notes�

on�matters�with�respect�to�the�continuity�of�business�activities�were�appropriately�made.�

Other information 

The�legal�representatives�are�responsible�for�the�other�information.�The�other�information�

comprises�the�corporate�governance�statement�which�we�obtained�prior�to�the�date�of�this�au-

ditor’s�report�as�well�as�the�remaining�parts�of�the�annual�report�which�are�expected�to�be�
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made�available�to�us�after�this�date,�with�the�exception�of�the�audited�annual�financial�state-

ments�and�management�report�as�well�as�our�auditor’s�report.�

Our�opinions�on�the�financial�statements�and�on�the�management�report�do�not�cover�the�

other�information,�and�consequently�we�do�not�express�an�opinion�or�any�other�form�of�assur-

ance�conclusion�thereon.�

In�connection�with�our�audit,�our�responsibility�is�to�read�the�other�information�and,�in�so�do-

ing,�to�consider�whether�the�other�information��

–� is�materially�inconsistent�with�the�annual�financial�statements,�with�the�management�re-

port�or�our�knowledge�obtained�in�the�audit,�or�

–� otherwise�appears�to�be�materially�misstated.�

Responsibilities of Legal Representatives and the Supervisory Board for the Annual Fi-

nancial Statements and the Management Report  

The�legal�representatives�are�responsible�for�the�preparation�of�the�annual�financial�state-

ments�that�comply,�in�all�material�respects,�with�German�commercial�law�applicable�for�capital�

corporations�and�that�the�annual�financial�statements,�in�compliance�with�German�generally�

accepted�accounting�principles,�give�a�true�and�fair�view�of�the�net�assets,�financial�position,�

and�results�of�operations�of�the�Company.�In�addition,�the�legal�representatives�are�responsi-

ble�for�such�internal�control�as�they�have�determined�necessary�pursuant�to�German�generally�

accepted�accounting�principles�to�allow�for�the�preparation�of�annual�financial�statements�that�

are�free�from�material�misstatement,�whether�due�to�fraud�or�error.�

In�preparing�the�annual�financial�statements,�the�legal�representatives�are�responsible�for�as-

sessing�the�Company’s�ability�to�continue�as�a�going�concern.�They�also�have�the�responsibil-

ity�for�disclosing,�as�applicable,�matters�related�to�going�concern.�In�addition,�they�are�respon-

sible�for�financial�reporting�based�on�the�going�concern�basis�of�accounting�unless�there�are�

actual�or�legal�circumstances�which�prevent�this.�

Furthermore,�the�legal�representatives�are�responsible�for�the�preparation�of�the�management�

report�that,�as�a�whole,�provides�an�appropriate�view�of�the�Company’s�position�and�is,�in�all�

material�respects,�consistent�with�the�annual�financial�statements,�complies�with�German�le-

gal�requirements,�and�appropriately�presents�the�opportunities�and�risks�of�future�develop-

ment.�In�addition,�the�legal�representatives�are�responsible�for�such�arrangements�and�

measures�(systems)�as�they�consider�necessary�to�allow�for�the�preparation�of�a�management�

report�that�is�in�accordance�with�the�applicable�German�legal�requirements,�and�to�be�able�to�

provide�sufficient�appropriate�evidence�for�the�assertions�in�the�management�report.�

The�Supervisory�Board�is�responsible�for�overseeing�the�Company’s�financial�reporting�pro-

cess�for�the�preparation�of�the�financial�statements�and�of�the�management�report��
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Auditor’s Responsibilities for the Audit of the Annual Financial Statements and of the 

Management Report  

Our�objectives�are�to�obtain�reasonable�assurance�as�to�whether�the�annual�financial�state-

ments�as�a�whole�are�free�from�material�misstatement,�whether�due�to�fraud�or�error,�and�

whether�the�management�report�as�a�whole�provides�an�appropriate�view�of�the�Company’s�

position�and,�in�all�material�respects,�is�consistent�with�the�annual�financial�statements�and�

the�knowledge�obtained�in�the�audit,�complies�with�the�German�legal�requirements�and�appro-

priately�presents�the�opportunities�and�risks�of�future�development,�as�well�as�to�issue�an�au-

ditor’s�report�that�includes�our�opinions�on�the�annual�financial�statements�and�on�the�man-

agement�report.�

Reasonable�assurance�is�a�high�level�of�assurance,�but�is�not�a�guarantee�that�an�audit�con-

ducted�in�accordance�with�Section�317�of�the�HGB�and�the�EU-APrVO�and�in�compliance�with�

German�Generally�Accepted�Standards�for�Financial�Statement�Audits�promulgated�by�the�In-

stitut�der�Wirtschaftsprüfer�(IDW)�will�always�detect�a�material�misstatement.�Misstatements�

can�arise�from�fraud�or�error�and�are�considered�material�if,�individually�or�in�the�aggregate,�

they�could�reasonably�be�expected�to�influence�the�economic�decisions�of�users�taken�on�the�

basis�of�these�annual�financial�statements�and�this�management�report.�

We�exercise�professional�judgment�and�maintain�professional�scepticism�throughout�the�au-

dit.�We�also:�

–� Identify�and�assess�the�risks�of�material�misstatement�of�the�annual�financial�statements�

and�of�the�management�report,�whether�due�to�fraud�or�error,�design�and�perform�audit�

procedures�to�address�those�risks,�and�obtain�audit�evidence�that�is�sufficient�and�appropri-

ate�to�provide�a�basis�for�our�opinions.�The�risk�of�not�detecting�a�material�misstatement�

resulting�from�fraud�is�higher�than�for�one�resulting�from�error,�as�fraud�may�involve�collu-

sion,�forgery,�intentional�omissions,�misrepresentations,�or�the�override�of�internal�control�

–� Obtain�an�understanding�of�the�internal�control�system�relevant�to�the�audit�of�the�annual�

financial�statements�and�of�arrangements�and�measures�relevant�to�the�audit�of�the�man-

agement�report�in�order�to�design�audit�procedures�that�are�appropriate�in�the�circum-

stances,�but�not�for�the�purpose�of�expressing�an�opinion�on�the�effectiveness�of�these�

Company�systems.�

–� Evaluate�the�appropriateness�of�accounting�policies�used�by�legal�representatives�and�the�

reasonableness�of�estimates�made�by�legal�representatives�and�related�disclosures.�

–� Conclude�on�the�appropriateness�of�the�legal�representative’s�use�of�the�going�concern�ba-

sis�of�accounting�and,�based�on�the�audit�evidence�obtained,�whether�a�material�uncer-

tainty�exists�related�to�events�or�conditions�that�may�cast�significant�doubt�on�the�Com-

pany’s�ability�to�continue�as�a�going�concern.�If�we�conclude�that�a�material�uncertainty�

exists,�we�are�required�to�draw�attention�to�this�in�the�auditor’s�report�to�the�related�disclo-

sures�in�the�annual�financial�statements�and�in�the�management�report�or,�if�such�disclo-

sures�are�inadequate,�to�modify�our�respective�opinions.�Our�conclusions�are�based�on�the�

audit�evidence�obtained�up�to�the�date�of�our�auditor’s�report.�However,�future�events�or�

conditions�may�cause�the�Company�to�cease�to�be�able�to�continue�as�a�going�concern.�
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–� Evaluate�the�overall�presentation,�structure�and�content�of�the�annual�financial�statements,�

including�the�disclosures,�and�whether�the�annual�financial�statements�present�the�underly-

ing�transactions�and�events�in�a�manner�that�the�annual�financial�statements�give�a�true�

and�fair�view�of�the�net�assets,�financial�position�and�results�of�operations�of�the�Company�

in�compliance�with�the�requirements�of�German�generally�accepted�accounting�principles.�

–� Evaluate�the�consistency�of�the�management�report�with�the�annual�financial�statements,�

its�conformity�with�the�law,�and�the�view�of�the�Company’s�position�it�provides.�

–� Perform�audit�procedures�on�the�prospective�information�presented�by�the�legal�represent-

atives�in�the�management�report.�On�the�basis�of�sufficient�appropriate�audit�evidence�we�

evaluate,�in�particular,�the�significant�assumptions�used�by�the�legal�representatives�as�a�

basis�for�the�prospective�information,�and�evaluate�the�proper�derivation�of�the�prospective�

information�from�these�assumptions.�We�do�not�express�a�separate�opinion�on�the�pro-

spective�information�and�on�the�assumptions�used�as�a�basis.�There�is�a�substantial�una-

voidable�risk�that�future�events�will�differ�materially�from�the�prospective�information.�

We�communicate�with�those�charged�with�governance�regarding,�among�other�matters,�the�

planned�scope�and�timing�of�the�audit�and�significant�audit�findings,�including�any�significant�

deficiencies�in�the�internal�control�system�that�we�identify�during�our�audit.��

We�also�provide�those�charged�with�governance�with�a�statement�that�we�have�complied�with�

the�relevant�independence�requirements,�and�communicate�with�them�all�relationships�and�

other�matters�that�may�reasonably�be�thought�to�bear�on�our�independence,�and�where�appli-

cable,�the�related�safeguards.�

From�the�matters�communicated�with�those�charged�with�governance,�we�determine�those�

matters�that�were�of�most�significance�in�the�audit�of�the�annual�financial�statements�of�the�

current�period�and�are�therefore�the�key�audit�matters.�We�describe�these�matters�in�our�audi-

tor’s�report�unless�law�or�regulation�precludes�public�disclosure�about�the�matter.�

Other Legal and Regulatory Requirements 

Further Information pursuant to Article 10 of the EU Audit Regulation 

We�were�elected�as�auditor�by�the�annual�general�meeting�of�the�shareholders’�on�13�June�

2017.�We�were�engaged�by�the�Chairperson�of�the�Supervisory�Board�on�28�December�2017. 

We�have�been�the�auditor�of�Probiodrug�AG�as�a�capital�market�orientated�company�without�

interruption�since�financial�year�2014.�

We�declare�that�the�opinions�expressed�in�this�auditor’s�report�are�consistent�with�the�addi-

tional�report�to�the�audit�committee�pursuant�to�Article�11�of�the�EU�Audit�Regulation�(long-

form�audit�report).�
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German Public Auditor Responsible for the Engagement 

The�German�Public�Auditor�responsible�for�the�engagement�is�Dr.�Stefan�Schneider.��

� �

Leipzig,�9�February�2018� � �

KPMG�AG�

Wirtschaftsprüfungsgesellschaft��

[Original�German�version�signed�by:]�

�

� �

Dr.�Schneider�

Wirtschaftsprüfer�

[German�Public�Auditor]�

Sachs�

Wirtschaftsprüfer�

[German�Public�Auditor]�

�
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