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This prospectus (the “Prospectus”) has been prepared in connec-
tion with the offering to the holders of shares in Episurf Medical 
AB (publ), to subscribe for up to 15,949,804 new shares in Episurf 
Medical AB (publ), of which up to 3,400,871 are new A shares and 
up to 12,548,933 are new B shares and the admission for trading of 
the new B-shares on Nasdaq Stockholm (the ”Rights Issue”). In this 
Prospectus, “Episurf”, the “Company” or the “Group” refers to Epi-
surf Medical AB (publ) and its subsidiaries, as the context requires. 
For further definitions of these and other terms in the Prospectus, 
reference is made to “Glossary”. 

Except as expressly stated herein, no financial information in 
this Prospectus has been audited or reviewed by the Company’s au-
ditors. Financial information about the Company in this Prospectus 
which has not been audited or reviewed by the Company’s auditors 
as stated herein, has been obtained from the Company’s internal 
accounting and reporting systems.

The Rights Issue is neither directed to the general public in any 
country other than Sweden nor directed at such persons whose 
participation requires additional prospectuses, registrations 
or measures other than those prescribed by Swedish law. No 
measures have been or will be taken in any jurisdiction, other than 
Sweden, that would allow offer of the Shares to the public, or allow 
holding and distribution of this Prospectus, or any other documents 
pertaining to the Company or the Shares in such jurisdiction. Ap-
plications to acquire Shares that violate such rules may be deemed 
invalid. Persons into whose possession this Prospectus comes are 
required by the Company to inform themselves of and to observe, 
such restrictions. The Company does not accepts legal responsibil-
ity for any violation by any person, whether or not a prospective in-
vestor, of any such restrictions. The Shares in the Rights Issue have 
not been recommended by any United States federal or state se-
curities commission or regulatory authority. Furthermore, the fore-
going authorities have not confirmed the accuracy, or determined 
the adequacy of the content of this Prospectus. Any representation 
to the contrary is a criminal offence in the United States. The Shares 
in the Rights Issue have not been and will not be registered under 
the Securities Act or with any securities regulatory authority of any 
state within the United States. In the United States, this Prospectus 
is being furnished on a confidential basis solely for the purpose of 
enabling a prospective investor to consider purchasing the particu-
lar securities described herein. The information contained in this 
Prospectus has been provided by the Company and other sources 
identified herein. Any reproduction or distribution of this Prospectus 
in the United States, in whole or in part, and any disclosure of its con-
tents to any other person is prohibited. This Prospectus is personal 
to each offeree and does not constitute any offer to any other person 
or to the general public to acquire shares in the Rights Issue.

This Prospectus has been approved and registered by the 
Swedish Financial Supervisory Authority (Sw. Finansinspektionen) 
(the ”SFSA”) in accordance with Chapter 2, Sections 25 and 26 of the 
Swedish Financial Instruments Trading Act (Sw. lagen (1991:980) om 
handel med finansiella instrument) (the ”Trading Act”), implementing 
the European Parliament and Council Directive 2003/71/EC (the 
”Prospectus Directive”). Approval and registration by the SFSA 
does not imply that the SFSA guarantees that the factual informa-
tion provided herein is correct or complete. The Rights Issue and 
this Prospectus are governed by Swedish law. The courts of Sweden 
have exclusive jurisdiction to settle any conflict or dispute arising 
out of or in connection with the Rights Issue or this Prospectus.

Forward-looking statements and market information
This Prospectus contains various forward-looking statements that 
reflect the management’s current views with respect to future 
events and anticipated financial and operational performance. 
Words like “intend”, “anticipate”, “expect”, “may”, “plan”, “estimate” 
and similar expressions regarding indications or forecast of future 
developments or trends, and which is not based on historical facts, 
constitute forward-looking statements. Forward-looking state-
ments are inherently associated with both known and unknown 
risks and uncertainties due to the statements being dependent on 
future events and circumstances. Forward-looking statements are 
not guarantees as regards future results or developments and ac-
tual results may differ materially from those in the forward-looking 
statements. Factors that may cause Episurf’s future results and de-
velopments to differ from those in the forward-looking statements 
include, but are not limited to, factors described in section “Risk fac-
tors”. Forward-looking statements in this Prospectus only apply as 
of the date of the publication of this Prospectus. Episurf makes no 
undertaking to publish any updates or revisions of forward-looking 
statements as a result of new information, future events or other 
circumstances other than those required by applicable law. 

The Prospectus contains certain market and branch information 
from third parties. Although the information has been accurate-
ly reproduced and Episurf is of the opinion that the sources are 
trustable, Episurf has not independently verified such information, 
why its accuracy and completeness cannot be guaranteed. As far 
as Episurf is aware and can ascertain through comparison with 
other information published by such sources, no facts have been 
omitted which would render the reproduced information incorrect 
or misleading. 

Important information 
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Summary of the Rights Issue 

Preferential right One (1) subscription right of series A entitles the holder to sub-
scribe for one (1) new A share and one (1) subscription right of 
series B entitles the holder to subscribe for one new B share.

Subscription price SEK 7.50 per share (both A shares and B shares).

Important dates

Record day 23 February 2017

Subscription period 27 February–13 March 2017

Trading in subscription rights of series B 27 February–9 March 2017

Financial calendar

Interim Report 1 January – 31 March 2017 19 May 2017
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Section A – Introduction and warnings

A.1 Introduction and warnings This summary should be read as an introduction to the Prospectus. 
Any decision to invest in the offered shares should be based on consideration of the Prospec-

tus as a whole by the investor. 
Where a claim relating to the information contained in the Prospectus is brought before a 

court, the plaintiff investor may, in accordance with the national legislation of the member state, 
have to bear the costs of translating the Prospectus before the legal proceedings are initiated. 

Civil liability attaches only to persons who are responsible for this summary, but only if the 
summary is misleading, inaccurate or inconsistent when read together with the other parts of 
the Prospectus or it does not provide, when read together with the other parts of the Pro-
spectus, key information in order to aid investors when considering whether to invest in the 
securities.

A.2 Financial intermediaries Not applicable; financial intermediaries are not entitled to use the Prospectus for subsequent 
resale or final placement of securities.

Section B – Issuer

B.1 Legal and commercial 
name

The Company’s legal and commercial name is Episurf Medical AB (publ), (corporate registration 
number 556767-0541). The Company’s trading names are Episurf and Episurf Medical.

B.2 Domicile and legal form, 
etc.

The Company was founded in Sweden and is domiciled in Stockholm, Sweden. The Company is a 
public limited liability company and is governed by the Swedish Companies Act (2005:551).

B.3 Current operations and 
principal activities 

Episurf is a medical technology company offering individuals with painful joint injuries a more 
active and healthier life by making available minimally invasive and customised treatment op-
tions. The Company is operating in, inter alia, the Nordic region, Germany, UK and the Benelux 
countries. Episurf Medical’s customised implant Episealer® and the surgical guide tool Epiguide® 
are developed to treat local cartilage damages in joints. With support of Episurf Medical’s µiFi-
delity® system, the implant may in a cost-efficient way be customised to each patient’s unique 
damage for an optimal fit and minimal invasive surgery. 

Summary

Summaries are made up of disclosure requirements known as “Elements”. These Elements are numbered 
in Sections A–E (A.1 – E.7). This summary contains all the Elements required to be included in a summary 
for this type of issuer and securities. Because some Elements are not required to be addressed, there may 
be gaps in the numbering sequence of the Elements. Even though an Element may be required to be in-
serted in the summary because of the type of issuer and securities, it is possible that no relevant informa-
tion can be given regarding the Element. In this case, a short description of the Element is included in the 
summary with the mention of the words “not applicable”.
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B.4a Recent trends in the 
industry

Episurf is committed to proceed with the next steps of the Company’s development, with 
selected priority areas in 2017-2018. The first priority is the continued commercialisation in the 
European market together with production of clinical evidence during this commercialisation. 
The second priority is the next step of the US strategy, namely submission of an application for 
FDA approval during 2017. A third priority is continued product development with a focus on the 
Company’s unique digital 3D-based damage assessment tool (Epioscopy®). Additional strength-
ening within the fields of health economic studies, regulatory affairs and reimbursement are 
also prioritized areas.

The number of sufferers of early osteoarthritis and joint damage continue to increase, partly 
because of an aging population, and therefore also Episurf’s potential market increases. Treat-
ment of osteoarthritis and joint damage is further assumed to be more and more personalised 
in the future. Episurf’s vision is to pioneer and mainstream innovative, clinically effective, cost- 
efficient patient-specific implants, surgical tools and surgical software tools as an early treat-
ment option for patients with painful knee joints across a global market. Episurf predominantly 
targets patients in the treatment gap that exist between early biological interventions and 
partial or total knee replacements. It is Episurf’s view that this treatment gap is of significant size 
globally given the limited amount of treatment options available for these middle-aged patients.

Potential future risk factors include competitors’ successes in Episurf’s targeted segments, 
as well as outcome of reimbursement processes. 

B.5 Group structure Episurf Medical AB (publ) is the parent company of the Group, which consists of four wholly 
owned subsidiaries: Episurf IP-Management AB, Episurf Operations AB, Episurf Europe AB and 
Episurf DE GmbH. Episurf Europe AB is the owner of Episurf UK Ltd. 

B.6 Notifiable interests, 
different voting rights and 
controlling interests

The table below shows the ten largest shareholders of the Company as at 20 February 2017 with 
changes known to the Company thereafter.

As far as Episurf’s board of directors is aware, no shareholder agreements or other arrange-
ments exist between the Company’s shareholders with the objective of creating a joint influence 
over the Company. Furthermore, the Company’s board of directors is not aware of any other 
agreements or similar that may lead to that the control of the Company is altered.

B.7 Selected historical financial 
information

The following section presents the historical financial performance of Episurf for the financial 
years 2016, 2015 and 2014. The information for the financial years 2015 and 2014 is derived 
from the Company’s consolidated audited financial statements for the financial years 2015 and 
2014, which are incorporated into this Prospectus by reference. The information for the financial 
year 2016 is derived from the Company’s consolidated year-end report for 2016, which has 
been prepared in accordance with IFRS. The year-end report for 2016 has not been reviewed or 
audited by Episurf’s auditor. Other than what is explicitly stated herein, no information in this 
Prospectus has been audited or reviewed by the Company’s auditor.

Shareholder
Number of 

A-shares
Number of 

B-shares
Percentage 

of capital
Percentage 

of votes

Serendipity Ixora AB 2,822,563 0 17.7 37.22

Nordea Investment Funds 56,033 1,081,815 7.1 5.49

Source: Euroclear as per14 February 2017 with changes known to the Company thereafter.
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B.7 Selected historical financial 
information

Cash flow statement

1 jan – 31 dec

MSEK
Group

2016
Group 

2015
Group 

2014

Cash flow from operating activities 
before changes in working capital –57.6 –41.7 –31.2

Change in working capital 1.5 3.7 –0.5

Cash flow from operating activities –56.1 –38.0 –31.7

Cash flow from investing activities –5.6 –7.4 –2.9

Cash flow from financing activities 0.0 114.9 0.2

Cash flow for the period –61.7 69.5 –34.4

Cash and cash equivalents at the 
beginning of the year 104.0 34.5 68.9
Cash and cash equivalents at the end 
of the year 42.3 104.0 34.5

Consolidated balance sheet

1 Jan – 31 Dec

MSEK
Group

2016
Group 

2015
Group 

2014

Patents 8.3 6.4 5.4

Capitalised expenses 4.3 0.4 0.4

Equipment and tools 0.4 4.7 0.5
Total property, plant and  
equipment 13.0 11.5 6.3

Current assets excluding cash and 
cash equivalents 5.0 2.7 2.4

Cash and cash equivalents 42.3 104.0 34.5

Total assets 60.3 118.2 43.2

Equity 48.7 109.9 38.8

Long-term liabilities 0.0  

Current liabilities 11.6 8.3 4.4

Total equity and liabilities 60.3 118.2 43.2

Consolidated income statement

1 Jan – 31 Dec

MSEK
Group

2016
Group 

2015
Group 

2014

Operating income 4.3 6.6 2.3

Personnel costs –29.2 –26.8 –12.5

Other external expenses –32.8 –21.6 –21.3
Amortisation of intangible assets and 
depreciation of property, plant and 
equipment –4.1 –2.2 –1.8

Operating loss –61.7 –44.0 –33.3

Financial income 0.0 0.0 0.4

Financial expenses 0.0 0.0 –

Loss before tax  –61.7 –44.0 –32.9

Income tax expense – – – 

Loss for the year –61.7 –44.0 –32.9
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B.7 Selected historical financial 
information

Non-IFRS financial measures
The non-IFRS financial measures presented in the Prospectus are not a recognised measure 
of financial performance under IFRS, but measures used by management uses to monitor the 
underlying performance of the Company’s business and operations. Investors should consider 
alternative indicators as a complement rather than a substitute for financial information under 
IFRS. The financial measures that are not defined under IFRS may not necessarily indicate 
whether cash flow will be sufficient or available to meet liquidity needs, and it is possible that 
they give no indication of the Company’s historical operating results. Neither are these meas-
ures intended to indicate the Company’s future performance.

The Company has presented the non-IFRS financial measures in this Prospectus because it 
considers them to be important supplement measures of the Company’s performance and be-
lieves that they are widely used by investors when comparing the performance between differ-
ent companies. Since not all companies compute these or other non-IFRS financial measures in 
the same way, the manner in which the Company has chosen to compute the non-IFRS financial 
measures may not be comparable with similarly defined terms used by other companies.

Key ratios

1 Jan – 31 Dec

MSEK
Group

2016
Group 

2015
Group 

2014

Operating margin 1 – – –

Equity ratio % 1 80.8 93.0 89.8

Debt-equity ratio 1 – – –

Cash and cash equivalents 1 42.3 104.0 34.5

Return on equity 1 – – –

Average number of  
employees 1 27 17 11

Earnings per share, SEK 2 –3.87 –3.52 –2.98

Dividend per share, SEK 1 – – –

Shareholder's equity per share, 
SEK 1 3.1 6.89 4.88

Average number of shares out-
standing during the period 1 15,949,804 12,504,417 7,956,416

Numbers of shares outstand-
ing at end of period1) 15,949,804 15,963,305 7,956,579

1) The key ratio is not defined under IFRS and are therefore not audited
2) The key ratio is defined under IFRS and is audited for 2014 and 2015. They key ratio is 

Key ratios definitions under IFRS

Definitions of key figures that are defined under IFRS.

Key figures Definition

Earnings per share  
after dilution

Profit after tax divided by average number of 
shares, after dilution, for the period.
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B.7 Selected historical financial 
information

No significant changes have occurred in the case Episurf’s financial position or market position 
since December 31, 2016. 

B.8 Selected pro forma  
financial information

Not applicable; the Prospectus does not include any pro forma financial information. 

B.9 Profit forecasts Not applicable; the Prospectus does not include any profit forecasts.

B.10 Audit report qualifications Not applicable; there are no remarks. 

B.11 Working capital The Company’s assessment is that the Company does not have sufficient working capital to 
meet its current needs over the next twelve months from the date of this Prospectus.

Episurf’s working capital consists of assets mainly in cash and cash equivalent assets and the 
liabilities primarily of accounts payable. As of December 31, 2016, the Company’s cash and cash 
equivalents amounted to SEK 42.3 million. The Company’s existing working capital is deemed 
sufficient to operate the business of the Company until around July to August 2017. The shortage 
in the remaining period of 12 months is estimated to approximately SEK 55.5 million, provided 
that the Company follows the business plan drawn up.

Through the Rights Issue described in the Prospectus, the Company is expected to receive 
up to approximately SEK 120 million after issue related costs (issue related costs are expected to 
amount to approximately SEK 12.4 million). The Rights Issue is underwritten up to 83.6 percent 
by Subscription and Guarantee Commitments. It should however be noted neither the Subscrip-
tion nor the Guarantee Commitments are secured. Since the Rights Issue is underwritten up 
to a total amount of 100 million, the Company’s assessment is that the Company will receive at 
least SEK 100 million (before issue related costs). Furthermore, the Company estimates that the 
anticipated proceeds of at least SEK 100 million will be sufficient for the Company to meet the 
working capital requirements of the business plan drawn up for the Company for the coming 
next 12 months

In the event that the Rights Issue, despite the Subscription and Guarantee Commitments of 
83.6 percent of the total issue amount, for some reason would not raise the capital that is ex-
pected and required for the planned activities, the Company would have to consider additional 
capital raising in the form of loans from banks, other third parties or the Company’s sharehold-
ers and related parties, a private placement of shares or other instruments, or by capital to the 
Company through a joint venture with an external industrial party. If none of the abovemen-
tioned measures can be implemented, there is a risk that the Company will be forced to apply 
for company reorganisation or bankruptcy.

Nyckeltal definierade enligt IFRS

Key figures Definition Motivation

Operating margin Operating income as a 
percentage of total reve-
nues during the period.

The Company believes that the 
key figure provides a deeper 
understanding of the Company's 
profitability.

Debt ratio Shareholders' equity 
divided by total assets at 
end of period.

Debt ratio shows the proportion 
of total assets represented by 
shareholders equity and has been 
included for investors to be able 
to create a picture of the compa-
ny’s capital structure

Debt-equity ratio Interest-bearing debt 
at the end of the period 
in relation to equity at 
period end.

The Company believes that the 
key figure provides a deeper 
understanding of the Company's 
liabilities.

Return on equity Profit after tax divided 
by average number of 
shares for the period.

The Company believes that the 
key figure provides a deeper 
understanding of the Company's 
profitability.

Equity per share Shareholders' equity at 
end of period divided by 
number of shares out-
standing at period end.

The Company believes that the 
key figure provides a deeper 
understanding of the Company's 
profitability.
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Section C – Securities

C.1 Securities being offered A shares (ISIN: SE0003523869) and B shares (ISIN: SE0003491562) in Episurf Medical. 

C.2 Currency The shares are denominated in Swedish Krona (SEK).

C.3 Number of issued shares 
and par value

As of the date of this Prospectus, the Company’s registered share capital amounts to  
SEK 4,788,991.50. The total amount of shares in Episurf amounts to 15,949,804, of which 
3,400,871 is A shares and 12,548,933 is B shares. The quota value of each share is SEK 0.3.

C.4 Rights attached to the 
securities

At the general meetings of shareholders, each is entitled to vote for the full number of shares 
such shareholder holds and represents in the Company without any restriction of the voting 
right. Each A share entitles to a voting right of one vote per share and each B-share entitled to 
a voting right of three votes per share. All shares carry equal rights to dividends as well as to 
the Company’s assets and potential surpluses in the event of liquidation. The new shares shall 
entitle to dividends for the first time on the record day for dividends which occurs immediately 
following the date when the shares were registered with the Swedish Companies Registration 
Office.

C.5 Transfer restrictions Not applicable; the shares are not subject to any restrictions of transferability.

C.6 Admission to trading on a 
regulated market

The B share of the Company is admitted to trading on Nasdaq Stockholm. When the Rights Issue 
has been registered with the Swedish Companies Registration Office (Sw. Bolagsverket), the new 
B shares will also be admitted to trading on Nasdaq Stockholm. 

C.7 Dividend policy Since the Company was founded, no dividends have been paid and the Company does not 
intend to pay any dividends in a foreseeable future. Consequently, no dividend policy has been 
adopted.

Section D – Risks

D.1 Key risks specific to the 
Issuer and its industry

Episurf is subject to risks that are wholly or partly outside of the Company’s control and which 
affect or may affect the Group’s operations, results, financial position and future prospects. 
The following risk factors, which are non-exhaustive and described in no particular order, are 
considered to be the key risks for the Group’s future development. 

• Episurf is a development company with limited historical revenue. Since the Company only 
recently started selling its products, the Company has only generated limited revenue, and 
the Company assesses that it will be making losses for at least the next few years.

• Episurf is subject to risks relating to the results of the current clinical trial, which are, for 
example, the basis of regulatory approvals for the Company’s products in various markets. 
Negative, unclear or insufficient results of a clinical trial may increase the risk of the Company 
not being able to obtain necessary regulatory approvals and it may also make it difficult for 
the Company to market the products.

• Episurf’s earnings are, among other things, dependent on Episurf’s ability to enter into further 
agreements for the distribution of the Company’s products. The opportunities to enter into 
such agreements are, among other things, dependent on Episurf’s credibility as a potential 
business partner and the quality of the Company’s products.

• Episurf’s earnings are furthermore dependent on the Company being successful in establish-
ing its in-house sales organisations with direct sales, initially, in the Nordic countries, Benelux, 
Germany and the United Kingdom.

• Episurf operates in a competitive branch and many other companies are conducting research 
and development of medical devices and Episurf is therefore dependent on market accept-
ance. The Company’s products must also compete with more established treatments that 
currently are accepted as established practice. Thus, the ability of the Company’s products to 
compete is dependent on changes in established practice in the medical profession.

• Episurf is dependent on permissions and approvals from, and registration at, relevant public 
authorities on each respective market in order to market and sell medical devices. 

• Episurf conducts research in collaboration with a number of different business partners such 
as researchers, and Episurf is dependent on such business partners. Further, the Company’s 
product launches may be delayed due to external actors.
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Section D – Risks

D.1 Key risks specific to the 
Issuer and its industry

• Episurf is a research and development-intensive company with a limited organization and is 
dependent on partnerships with other actors for the manufacture of the Company’s prod-
ucts. There is a risk that one or several of the Company’s suppliers choose to stop cooperat-
ing with Episurf or that the Company will not be able to replace such provider in a time and 
cost effective manner. 

• Fast changes on the market of orthopeadic medical devices can make the Company’s prod-
ucts obsolete.

• Episurf is dependent on being able to employ, retain and recruit senior executives and key 
personnel.

• Episurf is subject to risks relating to patient damages.
• The Company’s operations are subject to various liability risks such as the risk of product 

liability claims that may arise in connection with manufacturing of products, clinical trials and 
marketing and sales of the Company’s products.

• The Company’s operations are governed by complex and changing laws and regulations, and 
are also dependent on various approvals and permissions, which means that the Company 
must have effective internal controls and is risking being subject to demands from authorities 
and other public bodies.

• Episurf Medical’s future success will be dependent to a large extent on its ability to obtain 
and retain intellectual property protection, primarily patent protection, in the U.S., the EU, 
Asia and other areas and countries for the intellectual property rights that are attributable to 
the current and future products of Company.

• The technology Episurf is using in the course of its research or in the medicinal devices 
Episurf is developing and commercializing or intends to develop and commercialize may be 
infringing on patents that are owned or controlled by others.

• There is a risk that Episurf may be involved in disputes in court or with authorities in the con-
text of Episurf’s business. Episurf may for example be subject to claims relating to intellectual 
property rights (as described above), patient injuries or misleading and unfair marketing.

• Episurf is dependent on know-how and trade secrets, which are not protected in the same 
way as other intellectual property rights which protected by registrations.

• The Company and its business partners’ ability to successfully commercialize products and 
the prospect of potential future sales is dependent on, among other things, the level of re-
imbursement which the Company’s may receive for its products from insurance companies, 
public authorities and other buyers of medical products and services.

• The Company is subject to risk relating to the impairment of intangible assets.
• Episurf may in the future need further refinancing to raise capital.
• Episurf is exposed to different types of financial risks such as market, liquidity, currency and 

credit risks.

D.3 Key risks specific to the 
securities

Any investment in securities involves risks. Any such risks could cause the trading price of Epi-
surf’s shares to decline significantly and investors could potentially lose all or parts of the value 
of their investment. The following risk factors, which are non-exhaustive and described in no 
particular order, are considered to be the key risks for the Company’s securities:
• The future price of the Company’s shares cannot be predicted, the share price may fluctuate, 

and shareholders may lose their investments in part or entirely.
• Future issues may have a negative impact on the price of the Company’s shares and may also 

lead to dilution of existing shareholders’ shareholdings in the Company.
• Episurf’s ability to pay dividends in the future may be constrained and depends on several 

factors.
• It is not certain that an active market for the trading of subscription rights or BTA will develop, 

or that there will be sufficient liquidity in subscription rights or BTA. In addition, failure to partic-
ipate in the Rights Issue or in the divestment of subscription rights will result in these share-
holders’ shareholding and proportional share of votes in Episurf diminishing accordingly.

• The Rights Issue is underwritten by Subscription and Guarantee Commitments to approx-
imately 83.6 percent. However, neither the Subscription nor Guarantee Commitments are 
secured. The commitments include conditions for fulfilment and provisions on termination.

• Investors with a reference currency other than SEK will be subject to certain currency risks if 
they invest in the shares.

• It may be difficult for shareholders outside of Sweden to bring legal action and to enforce 
foreign judgements against the Company.
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Section E – the Rights Issue

E.1 Net proceeds and expenses The Rights Issue is expected to bring a total of up to approximately SEK 120 million to the  
Company before deduction of transaction related expenses, which are estimated to amount 
to approximately SEK 12.4 million.

E.2a Reasons for the Rights Issue 
and use of proceeds

The Rights Issue is an investment in the next steps of Episurf’s development, with selected 
priority areas in the coming 18–24 months. The first priority is the continued commercialization 
in the European market together with production of clinical evidence during this commercializa-
tion. The second priority is the next step of the US strategy, namely submission of an applica-
tion for FDA approval during 2017. A third priority is continued product development with a 
focus on Episurf’s unique digital 3D-based damage assessment tool (Epioscopy®). Additional 
strengthening within the fields of health economic studies, regulatory affairs and reimburse-
ment are also prioritized areas.

A strategy of an own sales organization, together with the launch of new products and 
continued efforts to step into the US market, are capital intensive but intended to acceler-
ate the market penetration rate and even the profitability in the long term. This means that 
additional capital will be required. This Rights Issue of up to approximately SEK 120 million, 
intends to contribute to the continued commercialisation and development of clinical evidence 
in key European markets, an expanded product portfolio with special focus on Episurf’s unique 
digital 3D-based damage assessment tools, as well as completion of an application for market 
approval on the U.S. market..

E.3 Terms and conditions of the 
Rights Issue

General – The Rights Issue comprises of a maximum of 3,400,871 new A shares and 12,548,933 
new B shares. The Rights Issue is primarily aimed to existing shareholders in Episurf. One (1) 
subscription right of series A entitles the holder to subscribe for one (1) new A share and one (1) 
subscription right of series B entitles the holder to subscribe for one new B share. 

Subscription price – The new shares (both A shares and B shares) will be issued at a price of 
SEK 7.50 per share.

Record date – The record date for determining who is entitled to receive subscription rights in 
the Rights Issue is 23 February 2017.

Subscription period – Subscription of new shares will take place from, and including, 27 Feb-
ruary 2017 to, and including, 13 March 2017. The board of directors has reserved the right to 
extend the subscription period, which, if exercised, will be announced through a press release 
from the Company no later than 13 March 2017.

Trading in subscription rights – Trading in subscription rights of series B will take place on 
Nasdaq Stockholm from, and including, 27 February 2017 up to, and including, 9 March 2017. 
Erik Penser Bank and other securities institutions with the necessary authorisations can assist 
with buying and selling subscription rights. The ISIN-code for the subscription rights of series B 
is SE0009663271. Subscription rights of series A will not be subject to trading.

Allocation – If not all shares issued in the Rights Issue are subscribed for with subscription 
rights (primary preferential right), the board of directors shall decide on the allotment of new 
shares subscribed for without support of subscription rights in accordance with the following:

• Firstly, shares not subscribed for with primary preferential right shall be offered to all share-
holders for subscription (subsidiary preferential right). If shares thus offered for subscription 
are insufficient for the subscription that takes place through a subsidiary preferential right, the 
shares shall be divided among subscribing parties in proportion to the previous shareholding. 
To the extent this cannot take place, the shares shall be allocated by the drawing of lots.

• Secondly, allocation shall be completed to others who have applied for subscription without 
support from subscription rights and, in case of over-subscription, in proportion to the num-
ber of shares indicated in each subscription application and in case this cannot be complet-
ed, by the drawing of lots.

• Thirdly, any remaining shares shall be allotted to those who guaranteed the Rights Issue 
pursuant to separate guarantee commitments with the Company, with allocation in relation 
to the size of their respective commitments.
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E.4 Interests material to the 
Rights Issue

Shareholders representing approximately 21.7 percent of the total amount of shares in Episurf, 
including Serendipity, LMK, Pål Ryfors and certain other key employees of Episurf, have under-
taken to subscribe and pay for their respective pro rata parts of the Rights Issue. Furthermore, 
in the event not all shares are subscribed for in the Rights Issue, the Guarantors have under-
taken to subscribe for new shares not subscribed for in the Rights Issue to such extent that the 
Rights Issue is subscribed for up to SEK 100 million (including the Subscription Commitments), 
provided however that the Guarantors’ commitments shall not exceed approximately SEK 74.1 
million in total, corresponding to approximately 61.9 percent of the total issue amount. This 
means that the Rights Issue is underwritten by Subscription and Guarantee commitments to 
approximately 83.6 percent. The Subscription and Guarantee Commitments were entered 
into on 18 January 2017. The Guarantors will be entitled to remuneration on market terms and 
conditions as compensation for their Guarantee Commitments which equals 6.5 percent of the 
guaranteed amount, which amounts in total to approximately 4.8 million.

E.5 Seller and lock-up  
arrangements

Not applicable; the Company will only issue new shares. 

E.6 Dilution Provided that the Rights Issue is fully subscribed, the number of A shares in the Company will in-
crease from 3,400,871 A shares to 6,801,742 A shares and the number of B shares will increase 
from 12 548 933 B shares to 25,097,866 B shares, corresponding to an increase of 100 percent. 
Accordingly, if the Rights Issue if fully subscribed, the total amount of shares in the Company 
will increase by 100 percent. Shareholders who choose not to participate in the Rights Issue 
will have their ownership diluted by up to 50 percent based on the total amount of outstanding 
shares after the Rights Issue. Shareholders who own B shares are able to financially compen-
sate for this dilution by selling their subscription rights by no later than on 9 March 2017.  

E.7 Expenses charged to the 
investor

Not applicable; the Company will not charge any expenses to investors.
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Risks related to Episurf Medical and the branch
Episurf is in its initial growth face and has limited  
historical revenue.
Since Episurf started its operations in 2009, the Company has  
consolidated and developed considerable knowledge of medical  
research and development of solutions for repair of cartilage 
damage in joints. The Company has initiated controlled product 
launches as well as a broader launch of some of its products on the 
market. Episurf intends to conduct sales on the largest European 
markets on a proprietary basis. In addition to the Nordic countries 
and Benelux, the Company’s primary markets are the United King-
dom and Germany. Since the Company only recently started selling 
its products, the Company has only generated limited revenue, 
and the Company assesses that it will be making losses for at least 
the next few years. Therefore, the Company is to a greater extent 
dependent on a successful development and commercialization 
process, as compared to an established company with established 
products and sales revenues. If the full scale production of the 
current product candidates should be delayed, become more ex-
pensive or be cancelled altogether, it may have a materially adverse 
effect on the Group’s operations, earnings and financial position.

Episurf is subject to risks relating to results of  
current clinical trial.
Episurf has been conducting a clinical trial in humans since 2012. 
This study is focused on implementation of tests on humans for 
Episealer® Condyle Solo, where the main study parameters are joint 
pain and function. The collaboration with different researches and 
clinics are very important for Episurf ś business. Clinical trials are 
of large importance within the area of repair of cartilage damages 
in joints. The results for clinical trials are, for example, the basis 
of regulatory approvals for the Company’s products in various 

markets. Additionally, the results are essential in the Company’s 
work of introducing products for doctors, which in turn is important 
in order to receive market acceptance for Episurf’s products. Nega-
tive, unclear or insufficient results of a clinical trial may increase the 
risk of the Company not being able to obtain necessary regulatory 
approvals and it may also make it difficult for the Company to mar-
ket the products. It is therefore difficult to evaluate and predict the 
time and cost aspects as well as the sales potential of the Compa-
ny’s products. If the clinical trial performed by the Company would 
result in unexpected or negative results, it may have a materially 
negative impact on the Group’s operations, earnings and financial 
position.

Episurf is subject to risks relating to potential future revenue 
and agreements for the distribution of Episurf’s products.
Episurf’s earnings are, among other things, dependent on Episurf’s 
ability to enter into further agreements for the distribution of the 
Company’s products. The opportunities to enter into such agree-
ments are, among other things, dependent on Episurf’s credibility 
as a potential business partner and the quality of the Company’s 
products. There is a risk that such agreements not can be entered 
into, or only entered into on terms which are considered to be un-
favorable for the Company. In order to enter into such agreements, 
potential distributors on different markets as well as other business 
partners may, especially as regards research and development, 
require that additional studies are conducted on Episurf’s products, 
which could result in delays and increased costs for the Company. If 
Episurf is unable to enter into such agreements on terms favorable 
for the Company, if such contracts lead to delays or increased costs, 
or if payments under such agreements are delayed or defaulted, 
it may have a materially adverse effect on the Group’s operations, 
earnings and financial position.

Risk factors

An investment in Episurf Medical is associated with substantial risks. Investors should carefully consider 
all the risks listed below and all other information in this Prospectus before making a decision to invest in 
the shares. If any of the below risks should materialise, the Company’s operations, earnings and financial 
position may be adversely affected to a material degree. In such cases the share price could fall and in-
vestors could lose all or part of their investment. The risks described below are not the only risks to which 
the Company and its shareholders may be subject. Additional risks not currently known to the Company 
or which the Company currently considers to be immaterial, based on conventional risk analysis, may have 
a significantly adverse effect on the Group’s operations, and a materially adverse effect on the Group’s 
business, earnings or financial position. The order in which the risks are presented is not meant to indicate 
the probability that they will materialise, nor is it meant to indicate their severity or significance.

In addition to this section, investors should also take into consideration the information provided in 
the Prospectus in its entirety. The Prospectus also contains forward-looking statements that are based 
on assumptions and estimates, and which are subject to risks and uncertainty factors. The Group’s actual 
earnings could differ materially from what is anticipated by these forward-looking statements as a result of 
numerous factors, including the risks described below and elsewhere in this Prospectus.
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Episurf’s earnings are furthermore dependent on the Company 
being successful in establishing its in-house sales organisation with 
direct sales, initially, in the Nordic countries, Benelux, Germany and 
the United Kingdom. Should Episurf not successfully succeed to 
establish new sales organizations or maintain or develop its current 
sales organization and its relationship with customers, the Compa-
ny may not make any sales revenues which may have a materially 
negative impact on the Group’s operations, earnings and financial 
position. There is also a risk that the processes for maintenance 
and development of the sales organization becomes more time 
consuming and costly than Episurf has estimate, which may have 
a material adverse effect on the Group’s operations, earnings and 
financial position. 

Episurf operates in a competitive branch and many other com-
panies are conducting research and development of medical de-
vices and Episurf is therefore dependent on market acceptance. 
Episurf operates in a competitive branch and many other compa-
nies are conducting research and development of medical devices, 
including research and development of such products that may, 
or in the future may, compete with the Company’s products or 
product candidates. Furthermore, research and development of 
products that does not directly compete with the Company’s prod-
ucts may replace parts of or the entire Company’s product portfolio 
on the market, which consequently may result in a decrease in 
demand for Episurf’s products. Furthermore, Episurf operates 
on a market in which its competitors have substantially greater 
financial resources than the Company. If other competitive business 
develops products that directly or indirectly competes with the 
Company’s current and future products, or develops products that 
wholly or partly may replace the Company’s product portfolio, or 
if the Company otherwise fails to address the current and future 
competition on the market, it may have a materially negative impact 
on the Group’s operations, earnings and financial position. 

Furthermore, the Company’s products comprise new technol-
ogy that has not previously been used for the intended uses. The 
Company’s products must also compete with more established 
treatments that currently are accepted as established practice. 
Thus, the ability of the Company’s products to compete is depend-
ent on changes in established practice in the medical profession. 
Episurf’s ability to gain acceptance for its products in the medical 
profession and on the market is, among other things, dependent on 
the outcome of the currently on-going controlled products launch-
es. The controlled product launches may, however, not have an 
overall positive outcome. Furthermore, negative events during the 
controlled launches or elsewhere may occur because of Episurf’s 
products or an improper handling of Episurf’s products, which 
may affect the market acceptance in a negative way. If the Com-
pany does not obtain a sufficient level of market acceptance and 
therefore cannot compete on the market effectively, it may have a 
materially adverse effect on the Group’s operations, earnings and 
financial position. 

Episurf is dependent on regulatory approval  
to conduct its business.
In order to market and sell medical devices, permissions and approv-
als from, and registration at, relevant public authorities are required 
on each respective market. There is risk that Episurf will not be able 
to obtain such permissions and approvals to the extent required 
to achieve a profitable business or achieve other future objectives. 
Changes or amendments in the current regulations or classifications, 

political decisions or changed practices amongst the public author-
ities, insurance companies and other decision makers may lead to 
that the level of reimbursement for Episurf’s future products will be 
lower than expected or be non-existent, which may have a materially 
adverse effect on the Group’s operations, earnings and financial 
position. Episurf conducts research in collaboration with a number 
of different business partners such as researchers, and Episurf is de-
pendent on such business partners. Further, the Company’s product 
launches may be delayed due to external actors.

Episurf conducts research in collaboration with a number of 
different business partners such as researchers, and Episurf is 
dependent on such business partners. Further, the Company’s 
product launches may be delayed due to external actors.
Episurf is a small organisation and the Company is therefore 
collaborating with a number of different business partners in order 
to maintain a high level of flexibility as well as access to the needed 
expertise and competence. Episurf is dependent on a continued 
close collaboration with existing and future business partners 
such as researchers, technical consultants, distributors, leaders of 
clinical trials and subcontractors as regards production. There is 
a risk that existing and future business partners do not fulfill their 
obligations or that business partners with the right expertise and 
competence will not be available, which may result in delays or 
hamper the development of the products. The Company’s products 
are personalised and made to order for each specific surgery. In 
the case that the Company fails to deliver the products in time, the 
surgeries may need to be rescheduled or cancelled, which may, 
among other things, damage the Company’s reputation and lead 
to claims for damages. Repeated failure to deliver products in time, 
irrespective if this is due to the Company, its business partners 
or subcontractors, may have a materially adverse effect on the 
Group’s operations, earnings and financial position.

Episurf’s business is dependent on continuous research is made 
in order to develop new products and improve the Company’s 
already existing products. There is a risk that the current business 
partners will decide to suspend cooperation with the Company 
which may delay or hinder the development of the Company’s prod-
ucts. If delays occur of the Company’s research and development 
work it may in turn lead to delays in the launch of the Company’s 
current and future products, which may have a materially adverse 
effect on the Group’s business, earnings and financial position.

Episurf is dependent on subcontractors  
to manufacture its products.
Episurf is a research and development-intensive company with 
a limited organization and is likely to continue to be dependent 
on partnerships with other actors for the manufacture of the 
Company’s products. Episurf’s strategy is to use contract manufac-
turers for all production. There is a risk that one or several of the 
Company’s suppliers choose to stop cooperating with Episurf or 
that the Company will not be able to replace such provider in a time 
and cost effective manner. There is also a risk that production prob-
lems arises such as delayed shipments, delays in the automation of 
manufacturing processes or quality problems that could damage 
Episurf’s reputation and lead to loss of customers, reduced gross 
margins and earnings, which may have a materially adverse effect 
on the Group’s business, earnings and financial position.
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Fast changes on the market of orthopedic medical devices can 
make the Company’s products obsolete.
The market for medical devices is constantly developing with re-
spect to the technology available, new technological advances and 
improvement of industrial know-how and such developments can 
sometimes be rapid. The success of Episurf will therefore to a large 
extent be dependent on the Company’s ability to adjust to such 
external factors, diversify its product portfolio and develop new 
and competitively priced products that meet the demands from the 
changing market needs. Furthermore, forthcoming technological 
advances may make the Company’s current or planned products 
lose their commercial value. If the Company cannot adapt to tech-
nological developments, it may have a materially adverse effect on 
the Group’s operations, earnings and financial position.

Episurf is dependent on being able to retain and  
recruit senior executives and key personnel.
Episurf’s operations are highly dependent on a number of key 
employees. If any of these key employees would leave the Company, 
it may delay or hamper the Company’s continued research, devel-
opment and operations. The Company is also dependent on being 
able to recruit and maintain qualified employees. There is strong 
competition for experienced personnel in the Company’s area of 
business and many of Episurf’s competitors have substantially 
greater financial resources than the Company, which may lead to 
that the required personnel cannot be recruited or only recruit-
ed on terms unfavorable for the Company. If the Company does 
not succeed in recruiting or maintaining key personnel or other 
qualified personnel to the extent and under the conditions that 
are needed, it may have a materially adverse effect on the Group’s 
operations, earnings and financial position. In addition, there is a 
risk that the board of directors, the senior executives or any key 
personnel may adversely affect the Company by making errone-
ous decisions, which may have a materially adverse effect on the 
Group’s business, earnings and financial position.

Episurf is subject to risks relating to patient damages.
Patients taking part in the clinical trials and the controlled product 
launches conducted by the Company may be negatively affected by 
the Company’s products or negatively affected due to an improp-
er use of the Company’s products. If such negative effects would 
occur, the Company’s product development may be delayed or 
stopped. Such negative effects may also lead to the Company being 
liable for damages or subject to other claims, which may have a 
materially adverse effect on the Group’s operations, earnings and 
financial position.

Episurf is subject to risks relating to product liability and is 
dependent on required insurance coverage.
The Company’s operations are subject to various liability risks such 
as the risk of product liability claims that may arise in connection 
with manufacturing of products, clinical trials or marketing and 
sales of the Company’s products. For example may patients who 
participates in clinical trials or otherwise come in contact with the 
product experience side effects or in other ways be damaged. 
There is a risk that Episurf’s insurance coverage does not provide 
adequate coverage in the event of a claim for damages, which may 
have a materially adverse effect the Group’s business, earnings and 
financial position. 

The Company’s operations are governed by complex and chang-
ing laws and regulations, and are also dependent on various ap-
provals and permissions, which means that the Company must 
have effective internal controls and is risking being subject to 
demands from authorities and other public bodies.
Episurf’s operations are regulated by many different laws, as well 
as internal and external rules. This means that Episurf must have 
effective internal control. Such internal controls include for example 
managing and monitoring the daily business so that it is conducted 
in accordance with applicable law and regulations, controlling the 
Company’s financial reporting so that it is in accordance with the 
principles and provisions of applicable accounting laws, controlling 
that the Company has appropriate accounting system for its ad-
ministration and other activities, and controlling that the Company 
engages external expertise to support these activities. Errors, 
failures or inefficiencies in Episurf’s internal controls may lead to 
the Company’s business not being conducted in accordance with 
applicable laws and regulations, the Company’s accounting system 
not working properly or that the business cannot be controlled 
satisfactory. If one or several of the abovementioned risks would 
materialize, it may have a material adverse effect on the Group’s 
business, earnings and financial position.

In order to market and sell medical devices the Company, its 
business partners and subcontractors may be required to have 
or obtain relevant permissions from regulatory authorities for 
various markets. For example, this may be CE marking in Europe 
or FDA-approval (Food and Drug Administration) for the Ameri-
can market. The regulations regarding, for instance, pre-clinical 
and clinical trials and marketing of Episurf’s product portfolio are 
complex and change over time. The Company has occasionally been 
awarded development grants, and the receipt of further grants can 
be conditioned with certain requirements. In addition, the Company 
is subject to extensive legislation and administrative practices, and 
can also in the future be subject to further legislation and adminis-
trative practices, including legislation and administrative practices 
regarding public procurement. Changes in relevant legislation, 
other regulations or administrative practices may lead to increased 
costs or otherwise hamper Episurf’s product development. In addi-
tion, the Company can also be subject to sanctions if the Company 
does not comply with the aforementioned rules and regulations. 
If any of these risks would materialize, it could have a material 
adverse effect on the Company’s business, financial position and 
results of operations.

Episurfs is subject to risks relating to intellectual property 
rights, know-how and legal proceedings. 
Episurf Medical’s future success will be dependent to a large extent 
on its ability to obtain and retain intellectual property protection, 
primarily patent protection, in the US, the EU, Asia and other areas 
and countries for the intellectual property rights that are attrib-
utable to the current and future products that are included in the 
Company’s portfolio. The scope for obtaining patent protection 
for inventions in the area of medical devices is generally difficult to 
assess and includes issues of a complex legal and scientific nature. 
Episurf may not obtain patents for its products or its technology, 
and the patents also have a limited lifespan. Thus there is a risk that 
Episurf will not obtain patent protection for all its developed prod-
ucts or technologies, which can have a materially adverse effect on 
the Group’s business, earnings and financial position.

In addition, there is a risk that the Company’s current and future 
patent portfolio and other intellectual property rights will not pro-
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vide adequate commercial protection. The technology Episurf  
is using in the course of its research or in the medicinal devices  
Episurf is developing and commercializing or intends to develop and 
commercialize may be infringing on patents that are owned or con-
trolled by others. In addition, a third party may have a pending pat-
ent application that covers the same technology or products that 
the Company is currently using or developing. There is a risk that 
the measures the Company is taking, to protect such intellectual 
property rights, are not sufficient. In addition, there is always a risk 
that competitors and other parties, intentionally or unintentionally, 
infringe the Company’s intellectual property rights Consequently, 
there is a risk that Episurf may be viewed as an infringer of a third 
party intellectual property right, and that third parties may infringe 
Episurf’s intellectual property rights, which may have a materially 
adverse effect on the Group’s business, earnings and financial 
position. Should Episurf need to initiate legal proceedings in order 
to determine who holds the commercial rights for such innovations 
the cost for such proceeding may be substantial. The Company may 
lose such proceeding, which could lead to Episurf losing the pro-
tection of, or the right to sell any or all of the Company’s products. 
Episurf may also have to pay substantial damages should Episurf 
loose such legal proceedings.

Furthermore, there is a risk that the Group may become 
involved in disputes in court or with authorities in the context of 
Episurf’s business. Episurf may for example be subject to claims 
relating to intellectual property rights, patient injuries or misleading 
and unfair marketing. Such processes may be time consuming, in-
volve large amounts of money and may, regardless of the outcome, 
cause significant costs to the Company, which may have a materially 
adverse effect on the Group’s business, earnings and financial 
position.

The Company is dependent on protection  
of the Company’s know-how and trade secrets.
Episurf is dependent on know-how and trade secrets, which are 
not protected in the same way as other intellectual property rights 
which protected by registrations. The Company may be subject to 
unauthorized disclosure of such information, which may result in 
competitors taking part of and benefiting from the know-how de-
veloped by Episurf. There is also a risk that competitors and other 
independent parties develop similar know-how which Episurf has 
developed. If any of these risks materialize, it may have a materi-
ally adverse effect on the Group’s business, earnings and financial 
position.

Episurf is dependent on the complex and  
changing reimbursement systems.
The Company and its business partners’ ability to successfully 
commercialize products and the prospect of potential future sales 
is dependent on, among other things, the level of reimbursement 
which the Company’s may receive for its products from insurance 
companies, public authorities and other buyers of medical prod-
ucts and services. These reimbursement systems are complicated 
and changing and it is, as a general rule, the purchasers’ ambition 
to regulate the price of the Company’s products. In addition, the 
way in which a product is classified internally at a purchaser is often 
decisive for the level of reimbursement given for a product. There is 
a risk that the Company’s methods and products will not achieve or 
maintain the requirements of national reimbursement systems in 
different markets in which the Company operates. Further, there is 
a risk that sufficiently favorable reimbursement from national  

reimbursement systems is not obtained and that national reim-
bursement systems will not pay any such compensation within 
a certain time period. There is also a risk that the Company’s 
products and methods do not get clinical acceptance  or are not 
introduced in accordance with national clinical guidelines. If the 
Company does not receive compensation in some markets from the 
national insurance systems and no clinical acceptance of the meth-
ods are received, it may have a materially adverse effect on future 
sales growth and thereby also on the Group’s operations, earnings 
and financial position. 

The Company is subject to risks relating  
to the impairment of intangible assets.
It is incumbent upon the Company to annually examine impairment 
of intangible assets. Such examination must also be done when 
events or changes in circumstances indicate that the carrying 
amount may not be recoverable. Impairment of the Company’s 
intangible assets, which may be required for many reasons, may 
have a material adverse effect on the Group’s business, earnings 
and financial position.

Episurf may in the future need further  
refinancing to raise additional capital.
The Company may in the future need to turn to the capital market 
in order to raise capital. The size and timing of the Company’s pos-
sible future capital raising is contingent upon a number of factors, 
such as the sales of the coming years and the other risk factors 
described in this Prospectus. There is a risk that the Company’s ac-
cess to financing sources may not be available on favorable terms, 
or that sources to finance is available at all, or that such capital is 
not sufficient to finance the Company’s operations, which could 
have a material adverse effect on the Company’s business, results 
of operations and financial position. 

Episurf is subject to financial risks such  
as market, liquidity, currency and credit risks.
Episurf is exposed to different types of financial risks such as 
market, liquidity, currency and credit risks. The market risks mainly 
comprise of interest rate risk and currency risk. The Group is ex-
posed to foreign exchange risk arising from exposures to different 
currencies, primarily relating to transactions in the EU. 

Risks attributable to the Rights Issue and the shares
The future price of the Company’s shares cannot be predicted, 
the share price may fluctuate, and shareholders may lose their 
investments in part or entirely. 
Because a share may both rise and fall in value, it is not certain that 
a shareholder will be able to recover invested capital. There is also a 
risk that no active and liquid market for the trading of the Compa-
ny’s shares will develop, and therefore also a risk that shareholders 
will be unable to sell their shares or will only be able to do so at 
a loss. The price of the shares may also be subject to considera-
ble fluctuations. In particular, the share price may be affected by 
changes in supply and demand, fluctuations in actual or forecast 
earnings, failure to achieve securities analysts’ profit expectations, 
changes in the general economic climate, as well as legislative and 
regulatory changes and other factors. In addition, general stock 
market volatility may depress the price of the shares even if there is 
no reason for this to occur based on the Group’s business or profit 
potential.
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Future share issues may affect the price of the shares  
and lead to dilution.
Episurf may in the future attempt to raise capital by issuing addi-
tional shares or other securities. Such issues may have a negative 
impact on the price of the Company’s shares. Such issues may also 
lead to a dilution of existing shareholders’ shareholdings in the 
Company. At present time, the Company is unable to predict or 
estimate any amounts, timing or terms of any such future issues. 
Consequently, shareholders should consider the risk that future 
issues may lower the price of the shares and/or dilute their share-
holdings in the Company.

Episurf’s ability to pay dividends in the future may  
be constrained and depends on several factors.
The Company has not made any dividends to its shareholders to 
date. According to Swedish law, resolutions regarding whether to 
pay dividends are adopted by the general meeting. Dividends may 
only be made if there are distributable funds in Episurf and provid-
ed that such a decision appears to be justified with regard to the 
requirements that the nature, scope and risks impose on the size  
of the equity of the Company and the Group’s consolidation re-
quirements, liquidity and financial position. Furthermore, the share-
holders may not, as a general rule, decide on higher dividends than 
what has been proposed or approved by the board of directors. 
With the exception of the minority shareholders’ right to request 
dividends under the Swedish Companies Act, if the general meeting 
does not decide on dividends in accordance with the above, the 
shareholders cannot make any demands concerning dividends, and 
the Company has no obligation to pay any dividends. There exist 
many risks that could affect the Company’s operations negatively 
and therefore there is a risk that the Company will not be able to 
generate results that allow dividends to payed in the future or that 
the general meeting decides on dividends.

It is not certain that an active market for the trading of  
subscription rights or BTA will develop, or that there will be  
sufficient liquidity in subscription rights or BTAs. In addition, 
failure to participate in the Rights Issue or in the divestment  
of subscription rights will result in the shareholder’s share-
holding and proportional share of votes in Episurf diminishing 
accordingly.
Registered Episurf shareholders as of the record date will receive 
subscription rights in relation to their existing shareholdings. 
The subscription rights are expected to have an economic value 
that only accrue to the holder if such holder either exercises the 
subscription rights for the subscription of new shares by no later 
than 13 March 2017 or sells the subscription rights by no later than 
9 March 2017. After 13 March 2017, without notice, unexercised 
subscription rights will be removed from the holder’s securities 
account, whereupon the holder will forfeit the anticipated economic 
value of the subscription rights. If a shareholder fails to exercise  his 
or hers subscription rights, his or her shareholding and propor-
tional share of votes in Episurf will also diminish accordingly. Even 
if a shareholder chooses to sell his or her unexercised subscription 
rights, the received compensation may not reflect the immediate 
dilution of the proportional shareholding in Episurf’s share capital 
after the Rights Issue is completed. Both subscription rights and 
paid subscribed shares (Sw. betald tecknad aktier) (which after 

the payment has been made are added to the securities account 
of such party who has subscribed for new shares) (“BTA”) will be 
subject to time-limited trading on the Nasdaq Stockholm. Trading 
in these instruments may be restricted, which may cause problems 
for individual holders attempting to divest their subscription rights 
and/or BTAs. Limited liquidity may also intensify the fluctuations in 
the market price of subscription rights and/or BTAs. The pricing of 
these instruments may therefore be incorrect or misleading. 

The Subscription and Guarantee commitments are non-secured. 
Shareholders representing approximately 21.7 percent of the total 
amount of shares in Episurf, including Serendipity Ixora AB (publ) 
(“Serendipity”), LMK Forward AB (“LMK”), Episurf’s CFO and acting 
CEO Pål Ryfors and certain other key employees of Episurf, have 
undertaken to subscribe and pay for their respective pro rata parts 
of the Rights Issue (the “Subscription Commitments”). In addition 
to the Subscription Commitments, a consortium of guarantors 
including Erik Penser Bank AB (publ), LMK Venture Partners AB, 
Färna Invest AB, Tedde Jeansson, Göran Källebo and Per Vasilis (the 
“Guarantors”) has undertaken to subscribe for new shares not sub-
scribed for in the Rights Issue to such extent that the Rights Issue is 
subscribed for up to approximately 100 million, provided however 
that the Guarantors’ commitments shall not exceed approximate-
ly SEK 74.1 million in total (the “Guarantee Commitments”). This 
means that the Rights Issue is underwritten by Subscription and 
Guarantee Commitments to approximately 83.6 percent. 

However, neither the Subscription nor Guarantee Commitments 
are secured. The commitments include [conditions for fulfilment 
and provisions on termination. If the shareholders or the Guaran-
tors should, for any reason, not meet their undertakings to sub-
scribe for new shares in the Rights Issue or if the commitments,  
due to certain conditions, are not fulfilled or due to any other  
reason would default, it could have a materially adverse effect  
on the Company’s ability to successfully completing the Rights 
Issue, which may have a material adverse effect on the Company’s  
business, results and financial position. 

Investors with a reference currency other than SEK will be  
subject to certain currency risks if they invest in the shares.
The Company’s shares are listed in SEK and any dividends attrib-
utable to the shares will be paid in SEK. Investors with a reference 
currency other than SEK may be adversely affected by a decline  
in the value of SEK relative to the respective investor’s reference 
currency. In addition, such investors may be affected by the 
additional transaction costs involved in converting SEK to another 
currency.

It may be difficult for shareholders outside  
of Sweden to bring legal action and to enforce  
foreign judgements against the Company.
The rights of Company shareholders are governed by the articles 
of association and by Swedish law. These rights may differ from the 
rights of shareholders in non-Swedish companies. The majority of 
the Company’s assets are located in Sweden. As a result, it may be 
costly and time-consuming for shareholders outside of Sweden to 
institute proceedings or to enforce foreign judgements against the 
Company or its board members.
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Forward-looking statements
This Prospectus contains various forward-looking statements that 
reflect the management’s current views with respect to future 
events and anticipated financial and operational performance. 
Forward-looking statements as a general matter are all statements 
in the Prospectus not referring to historical facts and events, as well 
as all statements other than statements about historical facts or 
present facts or circumstances. Forward-looking statements may 
be recognised by the use of the words “believe”, “anticipate”, “intend”, 
“aim”, “estimate”, “expect”, “assume”, “predict”, “might”, “will”, “should”, 
“could”, “by estimation”, “deem”, “may”, “plan”, “potential”, “compute” 
or “known to”, or, in each case, their negative, or similar expressions, 
suitable for the identification of information referring to future 
events. Other forward-looking statements can be identified in the 
context in which the statements are made. Forward-looking state-
ments appear in a number of places in this Prospectus, including 
statements, without limitation, in sections “Summary”, “Risk factors”, 
“Market Overview”, “Business description” and “Operational and finan-
cial review” and include statements relating to, among other things: 
•  Episurf’s strategy and growth prospects, including such state-

ments in relation to geographical areas; 
• Episurf’s financial targets and financial measures of risk; 
•  the revenue expected to be generated by Episurf’s current secu-

red contracts;  
•  expectations regarding future growth in demand for treatment of 

painful joint injuries;
• the impact of regulations on Episurf and its operations;
• general economic trends in Episurf’s business and markets; and
• the competitive environment in which Episurf operates.

Even if the Company believes that the expectations reflected in 
these forward-looking statements are reasonable, it can give no as-
surances that they will materialise or prove to be correct. Because 
these statements are based on assumptions or estimates and are 
subject to risks and uncertainties, the actual results or outcome 
could differ materially from those set out in the forward-looking 
statements as a result of many factors, including:
• macroeconomic factors;
• Episurf’s ability to compete successfully;
• Episurf’s ability and opportunity to execute its investment stra-

tegy;
• any negative impact on Episurf’s reputation;
• Episurf’s ability to retain and recruit senior executives and key 

personnel;
• changes in various regulations, legal circumstances and potential 

disputes or other legal proceedings; 
• changes in Episurf’s tax situation, changes in tax regulation and/

or future restrictions on the right to deduct tax losses;
• financial risks, including financing, interest rate and currency 

risks; and 

• additional factors that could cause the Company’s actual perfor-
mance or results to differ materially, including those described 
under the section “Risk factors”. 

These forward-looking statements speak only as at the date of this 
Prospectus. The Company expressly undertakes no obligation to 
publicly update or revise any forward-looking statements, whether 
as a result of new information, future events or otherwise, unless 
as required by law or regulation. Accordingly, prospective investors 
should not place undue reliance on the forward-looking statements 
presented herein, and are strongly advised to read the Prospectus 
in its entirety, including the sections “Summary”, “Risk factors”,  
“Market Overview”, “Business description” and “Operational and finan-
cial review”, which include descriptions of factors that may have an 
impact on the Company’s operations and the market on which the 
Company operates.

Presentation of financial and other information
This Prospectus contains the Company’s audited consolidated 
financial statements as of and for the years ended 31 December 
2015 (“FY15”) and 31 December 2014 (“FY14”), which have been 
prepared in accordance with International Financial Reporting 
Standards as adopted by EU (“IFRS”). The FY14 financial statement 
has been audited by Ernst & Young AB (“EY”), as set forth in their 
audit report. The FY15 financial statement has been audited by 
KPMG AB (“KPMG”). Episurf’s FY15 and FY14 financial statements 
are incorporated herein by reference and form part of this Prospec-
tus. This Prospectus also contains information from the Company’s 
year-end report for the period 1 January 2016 – 31 December 2016, 
which has been prepared in accordance with IFRS. 

In addition to the Company’s audited financial statements for 
the FY15 and FY14, no information in this Prospectus has been 
reviewed or audited by the Company’s auditors 

The Company presents its financial statements in SEK, the lawful 
currency of Sweden.

Non-IFRS Financial Measures
Certain financial measures included in this Prospectus, for example 
special operational measures and key figures, are not measures of 
financial performance or liquidity under IFRS. 

The non-IFRS financial measures presented herein are not 
recognised measures of financial performance under IFRS, but 
measures used by management to monitor the underlying develop-
ment of the Company’s business and operations. In particular, the 
non IFRS financial measures should not be viewed as substitutes for 
revenue, operating profit, cash flows under or as per the end of the 
period or other items included in an income statement or cash flow 
statement in accordance with IFRS. The non-IFRS financial meas-
ures do not necessarily indicate whether cash flow will be sufficient 
or available to meet our cash requirements and may not be indic-
ative of the Company’s historical operating results. Such measures 

Forward-looking statements and presenta-
tion of financial and other information
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are also not meant to be indicative of the Company’s future results. 
The Company has presented these non-IFRS measures in this 

Prospectus because it considers them to be important supple-
mental measures of the Company’s performance and believes that 
they are widely used by investors when comparing performance 
between companies. Since not all companies compute these or 
other non-IFRS financial measures in the same way, the manner in 
which the Company has chosen to compute the non-IFRS financial 
measures presented herein may not be comparable with similarly 
defined terms used by other companies.

For additional information on the Group’s financial measures 
and definitions on respective measure, see section “Historical finan-
cial information”. 

Adjustments
Certain financial and other information that is presented in the 
Prospectus has been rounded in order to make the information 
more accessible to the reader. Consequently, in certain columns the 

numbers do not exactly correspond to the stated total amount. 

Currency
IIn this Prospectus, all references to “SEK” are to the lawful currency 
of the Kingdom of Sweden.

Trademarks
The Company owns or has rights to certain trademarks, trade 
names or service marks that it uses in connection with the oper-
ation of its business. To the extent possible under applicable law, 
the Company asserts its rights to its trademarks, trade names and 
service marks.

Each trademark, trade name or service mark of any other 
company appearing in this Prospectus belongs to its holder. For 
convenience, trademarks, trade names and copyrights referred to 
in some sections of this Prospectus are listed without the ™, ® and 
© symbols. 
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The Rights Issue
The Board of Directors of Episurf resolved on 18 January 2017, sub-
ject to subsequent approval of an extraordinary general meeting, to 
increase the share capital of the Company by means of a new issue 
of A and B shares with preferential rights for Episurf’s shareholders. 
The Board of Director’s resolution on the Rights Issue was approved 
at the extraordinary general meeting held on 20 February 2017.

By means of the Rights Issue, the share capital of Episurf may 
increase by up to SEK 4,788,991.50 through the issue of up to 
15,949,804 new shares, of which up to 3,400,871 new A shares and 
up to 12,548,933 new B shares. Episurf’s shareholders have prefer-
ential rights to subscribe for new shares in proportion to the num-
ber of shares previous held by them. The record date for participa-
tion in the Rights Issue is 23 February 2017. For each A and B share 
held on the record date, one subscription right of series A and B will 
be received, respectively. Each subscription right of series A entitles 
to subscription for one new A share and each subscription right of 
series B entitles to subscription for one new B share. To the extent 
new shares are not subscribed for with subscription rights, these 
shall be allocated to shareholders and certain other investors in ac-
cordance with what is set forth in the Section “Terms and Conditions”. 
Subscription for new shares shall take place during the period from 
and including 27 February 2017 until and including 13 March 2017, 
or such later date as may be determined by the Board of Directors, 
and otherwise in accordance with Section “Terms and Conditions”. 
The subscription price is SEK 7.50 per share (both A share and B 
share), meaning that the Rights Issue, if fully subscribed, will bring a 
total of up to approximately SEK 120 million to the Company before 
deduction of transaction related expenses, which are estimated to 
amount to approximately SEK 12.4 million.

Subscription and Guarantee commitments 
Shareholders representing approximately 21.7 percent of the total 
amount of shares in Episurf, including Serendipity, LMK, Pål Ryfors 
and certain other key employees of Episurf, have undertaken to 
subscribe and pay for their respective pro rata parts of the Rights 
Issue. Furthermore, in the event not all shares are subscribed for 
in the Rights Issue, the Guarantors have undertaken to subscribe 
for new shares not subscribed for in the Rights Issue to such extent 

that the Rights Issue is subscribed for up to SEK 100 million (includ-
ing the Subscriptions Commitments), provided however that the 
Guarantors’ commitments shall not exceed approximately SEK 74.1 
million in total, corresponding to approximately 61.9 percent of the 
total issue amount. This means that the Rights Issue is underwrit-
ten by Subscription and Guarantee commitments to approximately 
83.6 percent. The Subscription and Guarantee Commitments were 
entered into on 18 January 2017. The Guarantors will, as remu-
neration for the Guarantee Commitment, receive a remuneration 
amount equal to 6.5 percent of the guaranteed amount, which in 
total equals approximately SEK 4.8 million. For further information 
regarding the Subscription and Guarantee Commitments, see Sec-
tion “Legal considerations and supplementary information”. 

Dilution etc.
Provided that the Rights Issue is fully subscribed, the number of 
A shares in the Company will increase from 3,400,871 A shares to 
6,801,742 A shares and the number of B shares will increase from 
12,548,933 B shares to 25,097,866 B shares, corresponding to 
an increase of 100 percent. Accordingly, if the Rights Issue if fully 
subscribed, the total amount of shares in the Company will increase 
by 100 percent. Shareholders who choose not to participate in the 
Rights Issue will have their ownership diluted by up to 50 percent 
based on the total amount of outstanding shares after the Rights 
Issue. Shareholders who own B shares are able to financially com-
pensate for the dilution by selling their subscription rights by no 
later than on 9 March 2017. 

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

Stockholm, on 23 February 2017

The Board of Directors
Episurf Medical AB (publ)

Invitation to subscribe for shares in  
Episurf Medical AB (publ)
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Introduction
Episurf is a medical technology company offering unique patient 
specific implants and surgical instruments for the treatment of 
painful joint injuries. By combining expertise in implant develop-
ment and personalized design, Episurf can deliver customized 
treatment alternatives based on the individual patient’s unique 
anatomy and the site of injury in order to enable people with painful 
joint damages a more active and healthy life. Episurf predominant-
ly targets patients in the treatment gap that exist between early 
biological interventions and partial or total knee replacements. It is 
Episurf’s view that this treatment gap is of significant size globally 
given the limited amount of treatment options available for these 
middle-aged patients. 

As per the date of this Prospectus, 164 surgeries have been per-
formed in Europe with the Episurf implant Episealer® and the Com-
pany is reporting convincing clinical results. Following a controlled 
product launch through selected surgeons during 2012–2015, Episurf 
decided to accelerate the commercialization phase of the Company’s 
products during 2016. Up until the end of 2015, 73 surgeries with 
Episealer® were performed. In 2016, Episurf more than doubled 
that number of surgeries to 159 as per the end of 2016. In addition 
to accelerated commercialization, a second priority in 2016 was 
production of clinical evidence, and in May 2016, the first congress 
presentation ever with Episealer® clinical follow-up data was held, 
showing excellent results. The third main priority during 2016 was 
the preparatory work for a launch of the Company’s products on the 
US market.

The Rights Issue is an investment in the next steps of Episurf’s 
development, with selected priority areas in the coming 18–24 
months. The first priority is the continued commercialization in 
the European market together with production of clinical evidence 
during this commercialization. The second priority is the next step 
of the US strategy, namely submission of an application for FDA 
approval during 2017. A third priority is continued product devel-
opment with a focus on Episurf’s unique digital 3D-based damage 
assessment tool (Epioscopy®). Additional strengthening within the 

fields of health economic studies, regulatory affairs and reimburse-
ment are also prioritized areas.

A strategy of an own sales organization, together with the launch 
of new products and continued efforts to step into the US market, 
are capital intensive but intended to accelerate the market pene-
tration rate and the profitability in the long term. This means that 
additional capital will be required. This Rights Issue of up to approx-
imately SEK 120 million, intends to contribute to the continued com-
mercialisation and development of clinical evidence in key European 
markets, an expanded product portfolio with special focus on Epi-
surf’s unique digital 3D-based damage assessment tools, as well as 
completion of an application for market approval on the U.S. market. 
Of the proceeds (after deduction of transaction related expenses), 
no more than approximately a third is expected to be used for the 
Company’s US strategy and the remaining part of the proceeds will 
be used for the continued development of the European business, of 
which one half will be used to the execution of the commercialisation 
plan and the other half will be used for product development. 

The Company does not have sufficient working capital to meet its 
current needs over the next twelve months from the date of this Pro-
spectus. The Company’s existing working capital is deemed sufficient 
to operate the business of the Company until around July to August 
2017. The shortage in the remaining period of 12 months is estimated 
to approximately SEK 55.5 million, provided that the Company follows 
the business plan drawn up. The proceeds from the Rights Issue 
are intended to cover the deficit in the income statement over the 
next few years so that the Company may focus on the above priority 
areas. For the full year of 2016, the Company reported profits of ap-
proximately SEK 61.7 million, after financial items. In addition, further 
development and commercialisation efforts will, in short term, have 
a negative impact on the results until any revenues is to be expected 
by the Company. Furthermore, the work in order to achieve market 
approval as well as a product launch in North America will have an 
adverse effect on the Company’s results since revenues cannot be 
generated before market approval is obtained.

Background and reasons

Episurf was founded in 2009 on a commitment to offer people with painful joint injuries a more active and 
healthy life through customised treatment alternatives. Episurf put the patient in the centre of the diagno-
sis and design of implants and surgical instruments. By combining advanced 3D imaging technology with 
the latest manufacturing technology, Episurf is able to adapt not only each implant to the patient’s injury 
and anatomy, but also the surgical instruments used in connection to the patient’s surgery. In this way, 
Episurf can ensure that each patient receives treatment that is perfectly suited to his or her anatomy and, 
thus, ensure a faster, more secure, and better patient-specific treatment for a more active and healthy life.
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Continued launch in key markets in Europe
The Company’s first product, the knee implant Episealer® Condyle 
Solo, was launched in 2013. The following years the Company 
launched Episealer® Trochlea Solo and Episealer® Femoral Twin. 
During 2016, Episurf noted an increased demand for the Episealer® 
Femoral Twin implant, implying that more patients with elongated 
cartilage lesions in the condyle and trochlea areas of distal femur 
were treated. Besides Episurf’s key product offerings, Episurf also 
offers an IT platform and a unique 3D-based damage assessment 
tool (Epioscopy®) that offers orthopedics the possibility of digitally 
interacting with Episurf for joint visualization and damage assess-
ment, to get suggestions on patient unique treatments, design of 
implants, surgical tools and surgery planning.

The majority of Episurf’s implant portfolio is currently split be-
tween Germany (26 percent), United Kingdom (12 percent), Benelux 
(26 percent) and Scandinavia (34 percent). During 2016, the highest 
growth was achieved in United Kingdom and Germany, which both 
more than tripled their implant portfolios. The development in 
Benelux and the Nordic countries were also positive. Episurf ended 
2016 with 86 surgeries performed during 2016 and a positive trend 
of 34 surgeries performed during the fourth quarter. The Company 
currently has ten sales representatives in Europe, of which five in 
Germany, two in the United Kingdom, two in Scandinavia and one 
in Benelux.

FDA clearance and launch in North America
Episurf has a strategic target to obtain FDA approval and launch its 
products on the US market which is the world’s largest orthope-
dic market. In order for Episurf to obtain FDA approval in the US, 
Episurf has to produce adequate clinical proof for the purpose of 
demonstrating that Episealer® constitutes a safe and efficient treat-
ment alternative for its designated use. In order to produce such 
proof, there are three possible regulatory pathways for Episealer®; 
The first is a 510(k) process in which Episealer® would be compared 
to other class II products (predicate devices). The second alterna-
tive is a De Novo 510(k) route in which approval can be granted for 
new products lacking predicate devices, which have therefore been 
automatically classified as Class III products but are considered to 
be of low to medium risk. The third alternative is a PMA process 
which is based on demonstrating the safety and efficiency of the 
product through adequate and well controlled clinical trials. The 
PMA process is the strictest regulatory pathway required for Class 
III products.

In July 2016, Episurf participated in a pre-submission meeting 
with the FDA in Washington. Following this meeting, Episurf sub-
mitted a 513(g) Request for information for obtaining FDA’s views 
about the classification and the regulatory requirements that may 
be applicable to the Episealer® device. Episurf is currently waiting 
for the FDA’s response to the 513(g) Request and the objective is to 
make the submission for FDA approval during 2017.

Clinical evidence
As of January 18, 2017, 164 Episealer® implants had been implanted 
into patients. One patient had at that stage had the implant more 
than four years and ten, 22 and 73 patients had had their implants 
for three, two and one years, respectively. The first congress 
presentation with compiled Episealer® clinical data was held in May 
2016, when 12 months’ data for 14 patients was presented at the 
SFAIM-meeting in Sweden. This was followed by presentation of 24 
months’ data for eight patients at the SOF-meeting in Sweden and 
12 months’ data for ten patients at the ICRS World Congress in Italy. 
The patients are followed-up with the clinical scores KOOS (Knee 
injury and Osteoarthritis Outcome Score) and VAS (Visual Analogue 
Scale). The results show statistically significant clinical improve-
ments from preoperatively to 12 and 24 months’ follow-up of the 
patients.

Ten patients included in a detailed clinical trial in Sweden  
have at this stage all past 24 months, and their clinical data is 
currently being compiled for scientific publication. In the July 2016 
issue of the peer-reviewed journal Aspetar Sports Medicine Journal, 
the article ”The mini-metal concept for treating focal chondral 
lesions and its possible application in athletes” , written by  
Prof. Leif Ryd, addresses how a joint resurfacing technology such  
as the Episealer® technology can be a viable treatment with fast 
recovery time for active athletes suffering from cartilage lesions.

In the light of the foregoing, the board of directors of Episurf 
has resolved, subject to subsequent approval of an extraordi-
nary general meeting, to carry through the Rights Issue, which is 
underwritten up approximately 83.6 percent corresponding up to 
approximately SEK 100 million. The extraordinary general meeting 
held on 20 February 2017 resolved to approve the board of direc-
tors’ proposal.

The board of directors of Episurf is responsible for the contents of this 
Prospectus. It is hereby assured that the board of directors has taken all 
reasonable precautionary measures to ensure that the information in 
this Prospectus, to the best of the board of directors’ knowledge, corre-
sponds to the factual circumstances and that nothing has been omitted 
that would affect its purpose.

Stockholm, on [23] February 2017

The Board of Directors
Episurf Medical AB (publ)
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Preferential right and subscription rights
Existing shareholder in Episurf on the record date 23 February 
2017 have preferential right to subscribe for new shares in the 
Rights Issue. For each A share and B share held on the record day, 
shareholders will receive one (1) subscription right of class A and 
B, respectively. The subscription right of a share of class A entitles 
the subscription of one (1) new A share and the subscription right 
of a share of class B entitles the subscription of one (1) new share B 
share. Provided that the Rights Issue is fully subscribed, the number 
of A shares will increase from 3,400,871 A shares to 6,801,742 
A shares, corresponding to an increase of 100 percent and the 
number of B shares will increase from 12 548 933 B shares to 
25,097,866 B shares, corresponding to an increase of 100 percent. 
Accordingly, provided that the Rights Issue is fully subscribed, the 
total number of shares will increase by 100 percent. 

Shareholders who choose not to participate in the Rights Issue 
will have their ownership diluted by up to approximately 50 percent 
based on the total amount of outstanding shares in the Company 
after the Rights Issue. Shareholders holding B shares who choose 
not to participate in the Rights Issue may financially compensate 
for the dilution by selling their subscription rights of series B on the 
market. 

Subscription price
The new shares will be issued at a price of SEK 7.50 per share (both 
A and B shares). No commission will be charged

Record date
The record date at Euroclear Sweden AB (“Euroclear”) for deter-
mining which shareholders is entitled to receive subscription rights 
in the Rights Issue is 23 February 2017. The B share in Episurf was 
traded without the right to receive subscription rights in the Rights 
Issue from, and including, 22 February 2017. The last day of trading 
the Company’s B share with a right to receive subscription rights in 
the Rights Issue is up to and including 21 February 2017. 

Subscription period
Subscription of new shares shall take place from, and including, 27 
February 2017 up to, and including, 13 March 2017. The board of 
directors has reserved the right to extend the subscription period, 
which, if exercised, will be announced through a press release from 
the Company no later than 13 March 2017.

Subscription and guarantee commitments
The Rights Issue is underwritten up to approximately 83.6 percent. 
For further information regarding the Subscription and Guarantee 
Commitments, see Section “Legal considerations and supplementary 
information”. 

Issue account statement
Directly registered shareholders
A pre-printed issue account statement with an attached payment 
notice will be distributed to shareholders or representatives 
of shareholders in the Company who, on the record date of 23 
February 2017, are directly registered in the share register held by 
Euroclear on behalf of the Company. The pre-printed issue account 
statement states, among other things, the number of subscription 
rights received and the number of new shares that can be sub-
scribed for. No separate securities notice showing the registration 
of subscription rights in the shareholder’s securities account will 
be sent out. Those entered in the separate list of pledgees and trus-
tees kept in connection with the share register will not receive an 
issue account statement, but will instead be informed separately.

Nominee registered shareholders
Shareholders with nominee registered shareholdings held with a 
bank or other nominee will not receive an issue account statement 
from Euroclear. Notification of subscription and payment will be 
made in accordance with instructions from the nominee.

Shareholders resident in certain restricted jurisdictions
The allotment of subscription rights and the issuance of new shares 
on exercise of subscription rights to persons who are resident in, 
or citizens of, countries other than Sweden may be affected by 
securities legislation in such countries, see further section “Im-
portant information”. Consequently, subject to certain exceptions, 
shareholders whose existing shares are registered directly in a 
securities account and whose registered address is in e.g. Australia, 
Canada, Hong Kong, Japan, Singapore, South Africa or the U.S. will 
not receive this Prospectus. Nor will such shareholders receive any 
subscription rights or be allowed to subscribe for new shares. The 
subscription rights of series B which otherwise would have been 
delivered for such shareholders will be sold and the sales pro-
ceeds, less deductions for costs, will be paid to such shareholders. 
Amounts less than SEK 200 will not be paid out.

Trading in subscription rights
Trading in subscription rights of series B will take place on Nasdaq 
Stockholm from, and including, 27 February 2017 up to, and includ-
ing, 9 March 2017. Erik Penser Bank and other securities institutions 
with the necessary authorisations will assist with buying and selling 
subscription rights. The ISIN-code for the subscription rights of 
series B is SE0009663271. Subscription rights of series A will not be 
subject to trading.

Terms and conditions
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Subscription of new shares by exercise of subscription right
Subscription of new shares by exercise of subscription rights shall 
be made from, and including, 27 February 2017 to, and including, 13 
March 2017. After the end of the subscription period, subscription 
rights that have not been exercised will become void and, thus, of 
no value. After 13 March 2017, subscription rights that have not 
been exercised will be removed from securities accounts without 
further notification by Euroclear.

In order not to lose the value of the subscription rights, the 
owner needs to take one of the following actions:
• exercise the subscription rights to subscribe for new shares by 

13 March 2017 at the latest, or according to instruction from the 
subscribers’ nominee, or

• sell the subscription rights which have not been exercised no 
later than 9 March 2017. 

Directly registered shareholders 
Subscription for new shares by exercising subscription rights shall 
be made by cash payment by 13 March 2017, at the latest. Sub-
scription by payment shall be made either by using the pre-printed 
payment notice, which is sent out with the issue account statement, 
or by using the payment notice attached to the special application 
form in accordance with one of the following alternatives:
• in cases where, on the record date, all subscription rights 

received, named available for subscription on the issue account 
statement from Euroclear, is to be exercised for subscription, 
only the pre-printed payment notice shall be used as basis for 
the subscription by payment. The special application form shall 
not be used. No additions or changes may be made to the pay-
ment notice.  

• in cases where subscription rights have been acquired or divest-
ed, or by any other reason, the number of subscription rights is 
different from the number specified in the printed issue account 
statement is exercised for subscription, the special application 
form shall be used as basis for subscription by payment. The 
shareholder shall on the application form state the number of 
shares the shareholder is subscribing and the shareholder shall 
on the payment notice state the subscription amount to be paid. 
Hence, payment shall be made through the use of the payment 
notice.   

The above mentioned application form can be obtained by calling 
Erik Penser Bank on +46 (0)8 463 80 00 during office hours or 
through Erik Penser Bank’s web site, www.penser.se as well as the 
Company’s website, www.episurf.com. The application must be 
received by Erik Penser Bank not later than 17:00 on 13 March 2017.

Directly registered shareholders who are resident  
outside of Sweden
Directly registered shareholders who are entitled to subscribe 
to new shares of class A and B by exercising subscription rights, 
non-residents in Sweden, not subject to the restrictions explained 
in section “Shareholders resident in certain restricted jurisdictions” 
above and cannot use the pre-printed payment notice, can make 
the payment in SEK through a foreign bank by using the instructions 
below:

Bank: SEB (Skandinaviska Enskilda Banken AB)
IBAN: SE48 5000 0000 0556 5101 8077
SWIFT: ESSESESS
At payment, the subscriber’s name, address, securities account as 
well as reference of issue account statement must be provided. 

Payment must be received by Erik Penser Bank no later than 13 
March, 2017.

If subscription concerns a different number of new shares 
of class A and B than that which is stated on the issue account 
statement, the “Application form for subscription with preferential 
rights” application form should be used instead. The application 
form can be obtained by calling Erik Penser Bank on +46 (0)8 463 
80 00 during office hours or through Erik Penser Bank’s web site, 
www.penser.se as well as the Company’s website, www.episurf.com. 
Payment is to be conducted in accordance with the instructions 
printed in the application form. The application must be received 
by Erik Penser Bank not later than 17:00 p.m. on 13 March 2017.Paid 
subscribed shares (BTA)

Following payment and subscription, Euroclear will send out 
a securities notice confirming that registration of BTAs has been 
made on the securities account. The subscribed new shares are 
registered as BTA on the securities account until the Rights Issue 
has been registered with the Swedish Companies Registration 
Office (Sw. Bolagsverket). New  shares subscribed for with subscrip-
tion rights are expected to be registered with the Swedish Compa-
nies Registration Office around during the last week of March 2017. 
Thereafter, the BTA will be booked as regular shares. No securities 
notification will be issued in connection with this rebooking.

Trading of BTA
The Company’s BTA of class B will be listed for trading on Nasdaq 
Stockholm from, and including, 27 February 2017 and will be traded 
until the Swedish Companies Registration Office has registered the 
Rights Issue. Erik Penser Bank and other securities institutions with 
the necessary authorisations can assist with buying and selling 
BTAs. The ISIN-code for the BTA of class B is SE0009663289.

Subscription of new shares without  
subscription rights and allocation 
Directly registered shareholders and others
Application for new shares without exercising subscription rights 
shall be made on a special application form, titled “Subscrip-
tion without subscription rights”. Only one application form per 
subscriber will be considered. If more than one application form 
is submitted, only the first to be received will be considered. The 
application form can be obtained by calling Erik Penser Bank on +46 
(0)8 463 80 00 during office hours or through Erik Penser Bank’s 
web site, www.penser.se, as well as the Company’s website, www.
episurf.com. The application form can be submitted by post to the 
address set out below. The application form must be received by 
Erik Penser Bank no later than by 17:00 p.m. on 13 March 2017.

Erik Penser Bank
Emissionsavdelningen/Episurf
Box 7405
103 91 Stockholm

Visiting address: Apelbergsgatan 27
Email: emission@penser.se
Phone: +46 (0)8 463 80 00

Nominee registered shareholders
Application for new shares without exercising subscription rights 
shall be made to the respective nominee and in accordance with 
instructions from the nominee, or if the holding is registered with 
several nominees, from each of these. 
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Allocation of new shares subscribed for without  
support of subscription rights
If not all shares issued in the Rights Issue are subscribed for 
with subscription rights (primary preferential right), the board of 
directors shall decide on the allotment of new shares subscribed 
for without support of subscription rights in accordance with the 
following:
• firstly, shares not subscribed to through a preferential right 

shall be offered to all shareholders for subscription (subsidi-
ary preferential right). If shares thus offered for subscription 
are insufficient for the subscription that takes place through a 
subsidiary preferential right, the shares shall be allocated among 
subscribing parties in proportion to the previous shareholding. 
To the extent this cannot take place, the shares shall be allocated 
by the drawing of lots.

• secondly, allocation shall be completed to others who have 
applied for subscription without support from subscription rights 
and, in case of over-subscription, in proportion to the number of 
shares indicated in each subscription application and in case this 
cannot be completed, by the drawing of lots, 

• thirdly, any remaining shares will be allocated to those who have 
guaranteed the Rights Issue, in accordance with separate sub-
scription commitments with the Company, and in proportion to 
the size of their respective commitments.

As confirmation of allotment of shares subscribed for without sub-
scription rights, a contract note will be sent to the subscriber or the 
nominee. Shareholders with nominee registered securities accounts 
will receive notice according to the nominee’s routines. Subscrib-
ers who have not received any allotment will not receive a notice. 
Payment for subscribed and allotted shares shall be made by cash 
payment in accordance with the instruction on the contract note. 

Trading of new B shares
The B shares of the Company are admitted to trading on Nasdaq 
Stockholm. When the Rights Issue has been registered with the 

Swedish Companies Registration Office, the new B shares will be 
admitted to trading on Nasdaq Stockholm. First day of trading is 
expected to commence in the beginning of April 2017.

Right to dividend
The new shares shall entitle to dividends for the first time on the 
record day for dividends which occurs immediately following the 
date when the shares were registered with the Swedish Companies 
Registration Office.

Announcement of the results in the Rights Issue
The outcome of the Rights Issue will be announced through a press 
release from the Company on or about 17 March 2017.

Other information
In the event that a subscriber remits money for the new shares 
in excess of the amount owed, the Company will arrange for the 
excess sum to be refunded. No interest will be paid on the refunded 
excess amount. 

Subscription for new shares, whether by exercise of subscrip-
tion rights or not, is irrevocable and subscriber may not revoke or 
alter subscription for new shares unless otherwise stated in this 
Prospectus or by applicable law.

Incomplete or incorrectly completed application forms may be 
left without consideration. If the subscription payment is paid too 
late, is insufficient or made incorrectly, the subscription application 
may be left without consideration. Any paid subscription payment 
will in such case be refunded. Payments amounting to less than 100 
SEK will only be refunded on request. No interest will be paid on 
such subscription payment.

Questions regarding the Rights Issue will be answered by Erik 
Penser Bank, on the address Apelbergsgatan 27, 103 91 Stockholm, 
Sweden, or by telephone: +46 (0)8 463 80 00. 
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Episurf Medical’s first patient-specific product portfolio, the knee 
portfolio, consists of the existing products Episealer® Condyle Solo, 
Episealer® Trochlea Solo, Episealer® Femoral Twin, Epiguide® MOS 
and Epioscopy®. The first product portfolio is focused on treatment 
of cartilage damage in knee joints, and addresses a potential mar-
ket worth many billions of US dollars. 

About osteoarthritis
Osteoarthritis (OA) is the most common joint-related disorder and 
is characterised by the breakdown of cartilage in the joints. It is 
becoming increasingly widespread at the global level in pace with 
an aging population and a rising average body weight. Episurf Medi-
cal’s existing products are primarily intended for patients in the age 
range of 35–65 years suffering from cartilage and underlying bone 
lesions in the knee joint (chondral and osteochondral lesions), who 
need to quickly return to an active life. There is a significant patient 
group with focal cartilage lesions of traumatic or degenerative ori-
gin (pre-OA) that today lacks adequate treatment alternatives and is 
in urgent need of effective new treatment methods. Left untreated, 
these lesions often develop into severe OA.  

An estimated 3.6 million Americans (20 % of patients with symp-
tomatic OA) are found in a large so-called “treatment gap”.1,2  These 
are patients at an active age with early-stage unilateral osteoarthri-
tis. They are too young and active for knee replacement surgery, 
but are too old and have too extensive damage for treatment with 
traditional biologic methods for cartilage defects. Studies in the US 
show that the average age of those suffering from osteoarthritis fell 
from 72 to 56 years between 1990 and 2010, a full 16 years over the 
course of two decades.  

Global market for knee osteoarthritis 
The global market for joint reconstruction, which includes revenue 
from several different joints such as the hips, knees, shoulders, 
elbows and ankles, amounted to around USD 16.5 billion in 2015 
(Figure 1). As a segment of this wider market, the market for knee 

1 Li, C., et al., Orthopedic surgeons feel that there is a treatment gap in manage-
ment of early OA: international survey. Knee Surgery, Sports Traumatology, 
Arthroscopy, 2014. 22(2): p. 363-378

2 London, N.J., L.E. Miller, and J.E. Block, Clinical and economic consequences of the 
treatment gap in knee osteoarthritis management. Medical Hypotheses, 2011. 76: 
p. 887-892

products is the single largest and is worth approximately USD 8.1 
billion. Within this market, knee implants (prostheses) is the largest 
product category in absolute terms. Episurf Medical has estab-
lished itself in this market with a primary focus on treatment of 
cartilage and joint damage of traumatic or degenerative origin from 
early cartilage lesions to initial OA, which in untreated condition 
often leads to full-scale OA. At present, the largest market for treat-
ment of joint problems is that for late-stage OA. This is because 
the condition at that stage is so serious that it must be treated, at 
the same time that the available treatment methods are relatively 
extensive and therefore costly. With modern MRI technologies diag-
noses, and thus also treatment, can be made at an earlier stage. 
 
Figure 1. Global market for joint reconstruction

Ten percent of the US population over the age of 25 has signs of OA 
in their joints, and half of that group is estimated to have knee OA.3  
According to studies, 5 percent of the US population over the age of 
50 is living with a prosthetic knee joint.4  

Over the past decade, the number of knee replacement proce-
dures on patients under the age of 65 years has increased dramat-

3 Lawrence, R.C., et al., Estimates of the Prevalence of Arthritis and Other Rheumat-
ic Conditions in the United States, Part II. Arthritis and Rheumatism, 2008. 58(1): 
p. 26-35

4 http://www.newswise.com/articles/knee-osteoarthritis-to-increase-in-younger-
age-groups-in-next-ten-years.

Market overview

The information in the following section is derived from the Company unless otherwise is stated. The 
Prospectus contains certain market- and industry information from third parties. Although the information 
has been accurately reproduced and Episurf deems the sources reliable, Episurf has not independently 
verified this information, so its accuracy and completeness cannot be guaranteed. As far as Episurf is 
aware and can ascertain through comparison with other information published by such sources, no facts 
have been omitted which would render the reproduced information inaccurate or misleading.

Global market for joint reconstruction 
Total USD 16.5 bn

Knee joints 
USD 8.1 bn

Hip joints
USD 6.7 bn

Other joints
USD 1.7 bn

Source: The orthopaedic industry annual report 2015
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ically.1  The ten largest markets for knee replacement surgery are 
the US, France, Germany, Italy, Spain, the UK, Japan, Brazil, China 
and India. Some 1.5 million surgeries are performed every year in 
these markets.2  In 2013 some 800,000 knee replacement surgeries 
were carried out in the US alone, which is more than a doubling in 
only 10 years.3 

The prostheses used in knee replacement surgery today have 
an expected longevity of 15–20 years and in light of this, most or-
thopaedic surgeons recommend that patients wait until they have 
reached the age of 65 before undergoing this surgery. Furthermore, 
at present a small share is treated with partial knee replacement, 
in which half of the knee is replaced with a prosthetic joint. Partial 
knee replacement is not recommended for active patients at the 
ages of 40–60 years, since it wears out quickly. The number of 
partial knee replacements carried out per year in the US is around 
115,000, which is around 10 percent of all knee replacements, 
and the number in Europe is around 80,000 per year.4  There is an 
increasing trend of knee replacements on a global basis, with 2.6 
million knee replacements performed in 2016, compared to 1.4 
million in 2006.5  

Episurf’s primary market potential – cartilage  
damage in the knee joint  
Knee arthroscopy implies that an instrument is introduced through 
a small cut to investigate the inside of the joint and possibly correct 
any problems. Every year, around 6.5 million knee arthroscopies 
are performed worldwide and this number is expected to grow by 
an average of 7 percent annually over the next five years.  In the US 
alone, some 3.7 million knee arthroscopies are performed every year.  
The corresponding figure for Europe is 1.1 million per year.  Research 
shows that of these knee arthroscopies, between 7–13 percent show 

1 http://www.newswise.com/articles/knee-osteoarthritis-to-increase-in-younger-
age-groups-in-next-ten-years.

2 http://newsroom.aaos.org/media-resources/Press-releases/knee- 
replacements-linked-to-obesity.htm.

3 Global Data, Orthopedics Devices Market, Global.
4 Global Data, Orthopedics Devices Market, Global.
5 Global Data, Orthopedics Devices Market, Global.

traumatic or degenerative cartilage defects of ICRS grade III and IV, 
implying that the cartilage defect extends down to >50 percent of the 
cartilage depth. Today it is assessed that around two-thirds of these 
are treatable with Episurf’s CE-approved knee implants Episealer® 
Condyle Solo, Episealer® Trochlea Solo and Episealer® Femoral Twin, 
depending on the location of the injury in the knee joint and the ex-
tent of the injury. Based on this, the Company estimates the market 
potential for Episurf Medical’s existing product portfolio to amount 
to approximately USD 3.5 billion over the coming years. 

Episurf Medical’s products are often used for treatment of 
patients in which arthroscopic treatment such as microfracturing 
or debridement has failed. This means, according to the Company, 
further important market potential, based on the Company’s esti-
mate that about 30 percent of the surgeries are regarded as failures 
within two years after surgery. 

Episurf Medical’s implants are designed to treat the patient’s 
entire injury, both the cartilage and the underlying bone defects, 
making it possible to address the underlying cause of the patient’s 
pain more effectively than is currently possible using most of the al-
ternative methods. It is the Company’s opinion that this indicates an 
increased probability that the Company’s implants will be increas-
ingly accepted as the first line method for treatment of cartilage 
defects of ICRS grade III–IV, which in turn means that the market 
potential for Episurf Medical’s products is growing.  

Existing treatment gap  
The treatment of focal (isolated) chondral (cartilage) and osteochon-
dral (comprising both cartilage and the underlying bone) defects 
of the knee joint can be challenging, especially in the middle aged 
patient. There is a range of different treatments available, where 
factors such as the nature of the damage, severity of the symptoms, 
previous knee treatment history and patient age influence the deci-
sion of what is the proper treatment for the specific patient.

Biological treatments (such as microfracturing or autologous 
chondrocyte implantation (ACI)) for chondral and osteochon-
dral lesions of the articulating surfaces of the femoral knee joint 
typically give good results in younger patients but tend to perform 
less consistently and be less effective for osteochondral lesions 

 
Biologica l 
methods  Treatment gap Knee 

prostheses 
UKA/TKA  

Global market for joint implants
Total 5.2 million procedures

Hip implants, 43%

Shoulder
implants, 5%

Knee implants, 50%

Other smaller 
joint implants, 2%

Source: Global Data 2016, Orthopaedic market by country

Global market for knee arthroscopies 

North America, 60%

Europe, 18%

Rest of world, 5%

Asia, 10%

Latin America, 7%

Source: Transparency market research 2016

Market shares, global cartilage 
knee repair market

Stryker 
Corporation, 16%

DePuy Synthes, 24%

Smith & 
Nephew plc, 11%

Other, 28%

Zimmer Biomet, 21%

Source: Transparency market research 2016

Figure 2. Global market shares

Existing treatment gap
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and patients over 30-35 years of age. The most invasive procedure, 
used when no other treatment has succeeded, is partial or total 
knee joint replacement (unicompartmental knee arthroplasty, UKA/
total knee arthroplasty, TKA). 

Due to the high number of uncertain outcomes and high failure 
rates for knee cartilage pathologies for patients over 30–35 years 
of age, a treatment gap arises for a large group of patients; those 
who do not respond to biological interventions but who are still too 
young for partial or total knee arthroplasty (UKA/TKA). Episurf Med-
ical addresses this treatment gap with its unique damage marking 
report and patient-specific Episealer® product range.

Market drivers
The market for treatment of cartilage and bone damage in joints 
is driven primarily by an aging population, a rising average body 
weight, technological advances in the design and manufacture of 
implant components that offer wider treatment options as well as 
technological advances in medical imaging leading to facilitated 
diagnosis. Since 1990 the human life expectancy on a global basis 
has risen by 6 years, from 62 to 68. Studies also show that the risk 
of developing osteoarthritis is doubled already at an excess weight 
of 7 kilos.1  The World Health Organization (WHO) estimates that 1.5 
billion people over the age of 20 were overweight in 2008, of which 
more than 200 million men and 300 million women were obese.2  
The corresponding figure for 2015 is estimated at 2.3 billion over-
weight and more than 700 million obese.3 

Customisation is a clear trend in the industry that is gaining an 
increasingly strong foothold in orthopaedics, just as in pharma-
ceuticals and healthcare. There are several explanations for this. 
New technology is opening whole new opportunities to combine 
industrial production with customised orthopaedic surgery. Many 
factors, such as patient demand, are driving changes among ortho-
paedic surgeons, in the healthcare sector as a whole and not least 
among insurance companies. The need for customisation is found 
throughout the chain from diagnostics to choice of treatment and 
design of implants. Improved preliminary diagnostics are needed 
to select the right type of treatment and more effective treatment 
solutions that are adapted to the patient. This offers potentially 
large savings for the healthcare sector and insurers. 

Treatment alternatives for cartilage damage  
and osteoarthritis
Today there are both non-surgical and surgical treatment methods 
for OA and joint damage that precedes OA. Although there is no 
universally effective method that can cure or stop OA, the symp-
toms can be alleviated. All of the current treatment methods have 
one or more significant drawbacks in terms of both the treatment 
itself as well as quality of life, safety and longevity after treatment. 

The surgical treatment methods include joint replacement sur-
gery (knee prostheses), biological solutions and resurfacing implants 
such as the Episealer®. Biological treatments comprise so-called 
regenerative surgery aimed at stimulating cartilage healing, such as 
microfracturing, mosaicplasty and chondrocyte implantation tech-
niques. One thing the biological treatment methods have in common 
is that the outcome is uncertain, the rehabilitation is long and they 
become less effective for older patients, i.e. for patient that have 
passed the age of 35–40. 

1 http://www.vetenskaphalsa.se/okad-risk-for-artros-aven-vid-latt-overvikt/.
2 http://www.who.int/gho/publications/world_health_statistics/2013/en/.
3 http://www.who.int/gho/publications/world_health_statistics/2013/en/.

Summary of treatment alternatives
Treatment alternatives for cartilage lesions of the knee joint are 
shown in the graph below, where the intended patient groups are 
visualised. The treatment methods are described in the sections 
below.  

Knee replacement surgery
The most common surgical knee treatment for middle-aged 
and older patients is knee replacement surgery (UKA/TKA). The 
outcomes for most patients are satisfactory in terms of alleviating 
pain and mobility is increased in many cases, although still limited 
compared to a person with a healthy joint. As a rule, the surgery 
requires 6–12 months of rehabilitation and the prosthesis has a 
limited longevity of 15–20 years. In view of this, knee replacement 
surgery is normally not offered to patients below the age of 65. 

Debridement and microfracturing
In 2009 some 170,000 knee cartilage restoration procedures were 
performed in Germany, England, Spain, Austria, Italy and France, 
of which the majority consisted of debridement (removal of worn 
pieces of cartilage) and bone marrow stimulation techniques such 
as microfracturing since these are relatively simple and inexpensive 
to perform.4  Cartilage restoration is often used as a first line of 
treatment for early-stage cartilage damage. 

The long-term effects of debridement and microfracturing pro-
cedures have been called into question, since many consider them 
to be renovation rather than restoration.5 Because the underlying 
condition is not treated, the symptoms can return. It is well known 
that a microfracturing procedure in most cases is not successful in 
recreating hyaline cartilage (natural cartilage)6. Instead, the body 
forms fibrocartilage (scar tissue) that has lower durability than 

4 2010 European markets for orthopedic soft tissue solutions.
5 Steadman, J.R., et al., Outcomes of microfracture for traumatic chondral defects of 

the knee: Average 11-year follow-up. Arthroscopy: The Journal of Arthroscopic & 
Related Surgery, 2003. 19(5): p. 477-484, and Bert, J.M., Abandoning Microfrac-
ture of the Knee: Has the Time Come? Arthroscopy: The Journal of Arthroscopic & 
Related Surgery, 2015. 31(3): p. 501-505.

6 Mirza, M.Z., R. Swenson, and S. Lynch, Knee cartilage defect: marrow stimulating 
techniques. Current Reviews in Musculoskeletal Medicine, 2015: p. 1-6.
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hyaline cartilage. These treatments also require long rehabilitation 
during which the cells can grow to fill the defect and mature. 

Autologous cell techniques 
Around 4,000–5,000 ACI (Autologous Chondrocyte Implantation) 
procedures are performed in Europe every year, with annual 
growth of around 5 percent.1  Given an average sales price of 
around EUR 20,000, this represents an estimated market value of 
approximately EUR 80 million annually.2  ACI is a two-step method 
that is suitable for younger patients (under 35 years) who have no 
problems with underlying bone damage. This treatment requires 
long rehabilitation during which the cells grow to fill the defect and 
mature. The full effects cannot be expected until after two years. 
Recent findings raise concerns regarding the efficacy of these pro-
cedures in delaying OA and preventing further surgery.3

The field of cell-based cartilage technologies has been exposed to 
extensive regulatory investigations, and the complexity has caused 
many players to disappear from the market and led to higher prices. 

An ACI procedure is carried out in two steps. In step 1, a procedure 
is performed in the patient’s knee to harvest healthy cartilage cells 
which are then cultivated in vitro. Step 2 takes place a few weeks later 
when the new cartilage cells are implanted into the patient’s defect. 
Cartilage tissue implantations are regarded as a premium product due 
to their complexity and high price, which means that many healthcare 
systems lack sufficient resources to cover procedures of this type.

MACI, Matrix-induced Autologous Chondrocyte Implantation, is a 
second generation of culture-based techniques where the patient’s 
own (autologous) cells are expanded and placed onto a bio-resorb-
able (can be broken down by the body) membrane that is implanted 
over the area where the damaged tissue has been removed. While 
early results of MACI have been promising, there is currently insuffi-
cient comparative and long-term clinical data to demonstrate superi-
ority of this technique over other methods for cartilage repair. MACI 
manufactured by Vericel Corporation has however recently become 
the first FDA-approved product that applies the process of growing 
cells on scaffolds using healthy cartilage cells from the patient’s own 
knee.

One-step cartilage repair
Novel biological techniques such as one-step methods are currently 
being investigated and are gaining rapid popularity in Europe due to 
their advantages over two-step methods. In these methods a blood 
sample is harvested from the iliac crest and concentrated into a 
bone-marrow concentrate (BMC), which is immediately implanted at 
the lesion site. This is a cell-treatment technique but the stem cell pop-
ulation is very low, and the technique is sometime referred to as cell-
free. The technique is suitable for younger patients (under 35 years) 
and for patients who have no problems with underlying bone damage 
(osteochondral damage). The procedure costs for these products 
are significantly lower than for two-step methods, since they require 
only one surgery and no cultivation of cells in a laboratory. According 
to the Company, a disadvantage is that a blood sample harvesting 
site is needed. It is the Company’s opinion that a lack of clinical data 
and long-term data on how the quality of the newly formed cartilage 
changes over time is limiting the rate of adoption of these methods.

1 2010 European markets for orthopedic soft tissue solutions.
2 2010 European markets for orthopedic soft tissue solutions.
3 Knutsen, G., et al., A Randomized Multicenter Trial Comparing Autologous Chon-

drocyte Implantation with Microfracture: Long-Term Follow-up at 14 to 15 Years. 
Journal of Bone & Joint Surgery, 2016. 98(16): p. 1332-1339.

Osteochondral autograft transfer (mosaicplasty)  
Osteochondral autograft transfer procedures are also known as 
mosaicplasty. During these procedures, healthy cartilage and bone 
plugs are removed from a less weight-bearing area of the knee joint 
and thereafter implanted into the site of the defect. The proce-
dure is relatively affordable, although it is considered technically 
challenging to perform. It is important to find healthy cartilage that 
is suitable for the damaged area, and the site from which the plugs 
are harvested can create new problems for the patient. Osteochon-
dral autograft procedures are indicated for younger patients (under 
35 years) who also have problems with underlying bone defects 
(osteochondral damage). The number of osteochondral autograft 
procedures in the five largest European markets is estimated at in 
total around 6,500 per year.4   

Synthetic osteochondral grafts 
Synthetic grafts have been developed as an alternative treatment 
for osteochondral lesions in the knee to circumvent donor site mor-
bidity. The company CartiHeal device Agili-C™ is a biphasic, acellular 
implant, consisting of porous aragonite (calcium carbonate) and hy-
aluronic acid. The first component acts as a scaffold that conforms 
into hydroxyapatite and is claimed to be resorbed by the bone. The 
latter component promotes growth of hyaline cartilage. The graft is 
cylindrical with a flat top surface and exists with diameters of 7.5-20 
mm. The height is always 10 mm. The clinical data reported for this 
device is very limited. In December 2016, CartiHeal announced FDA 
approval of the Investigational Device Exemption (IDE) application 
submitted for their Agili-C™ implant, towards a PMA application, 
implying that the company intends to start an IDE study in the US. 

Competing joint resurfacing implants 
Episurf Medical’s patient-specific Episealer® implant belongs to an 
implant category known as “Resurfacing implants”. These implants 
are aimed at treating chondral and osteochondral damage in a 
patient’s joints so that the defect is repaired with an implant to 
directly recreate the original weight-bearing joint surface for pain 
relief, maximum mobility and minimum rehabilitation. 

Other resurfacing implants on the market include the Hem-
iCAP® implant family by Arthrosurface Inc. Arthrosurface is a 
US-based company that develops and manufactures off-the-shelf 
implants for cartilage defects in joints. The company develops 
products for the major joints, and, like Episurf Medical, focuses on 
minimally invasive surgery. In the last 10 years over 60,000 patients 
have received an Arthrosurface implant for localised resurfacing 
of cartilage defects in the knee, toe, shoulder and ankle, with the 
toe implants constituting the largest group. 5  For the knee joint, Ar-
throsurface’s product portfolio consists of the following resurfacing 
implants: HemiCAP Femoral Condyle, HemiCAP Patello Femoral, 
HemiCAP Patello Femoral Wave, UniCAP Classic, and UniCAP Small. 
All these implants are approved for the European market, while part 
of the family is approved for the US market.6 These implants are 
pre-manufactured and available in different sizes and with different 
curvatures. The shape is selected based on a 3D-mapping method 
with intra-operative use of sizing cards for mapping the joint sur-
face anatomy and the dimensions of the lesion. The values obtained 
are combined and used to select best-matching cartilage reamer 
and implant from a set of pre-determined shapes. Both the implant 
and some of the surgical instruments (cartilage reamer, drill) are 
of different standard sizes and fully cannulated, to be guided by a 

4  2010 European markets for orthopedic soft tissue solutions.
5 www.arthrosurface.com
6 US Food and Drug Administration
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standard K-wire (surgical pin). Some of the implants from Arthro-
surface are offered together with a mating component for the op-
posing articular surface. Such a component consists of a polymeric 
material (UHMWPE). There is a number of publications reporting on 
rather high revision rates 6-7 years after implantation.1 

BioPoly LLC, a Schwarz Biomedical company, has developed the 
BioPoly® RS Partial Resurfacing Knee System. This product range 
comprises, like Arthrosurface’s products, kits of standard sizes. 
BioPoly implants are approved for use in Europe (CE mark) and 
Turkey and have been released to these markets on a limited basis.2 
BioPoly consists of a composite of ultra-high molecular weight 
polyethylene (UHMWPE) and hyaluronic acid. The knee implant 
exists in one circular and one elongated version, intended for the 
femoral condyles and the trochlea area. BioPoly has further in 2016 
received CE mark for their partial resurfacing shoulder system.

Summary of treatment alternatives
The treatment alternatives for cartilage damage in knee joints is 
described in the figure below,  where the patient groups they are 
addressing are visualised. The treatment methods are described in 
the paragraphs below.

Reimbursment
Reimbursement is a word that is used generally in the healthcare 
industry to describe the payment systems that apply to health-
care costs in various countries. Most often, there are four parties 
involved; the patient, the responsible doctor, the hospital and the 
payer. The patient can also be the payer, although, it is quite rare for 
the patient to pay for the procedure out of pocket. Instead, there is 
normally a third party that reimburses the hospital and the doctor 
on behalf of the patient. This could be the government in the public 
healthcare system, or an insurance company if the patient has 
private health insurance. 

The patient is not responsible for the clinical decision about 
which treatment or product to use. This decision is made by the 
doctor within the existing regulatory framework. Theses regulatory 
frameworks vary between markets but usually include a mix of both 
clinical and economic factors. 

When it comes to reimbursement, there is normally a choice of 
two different paths for introducing a new product on a new market;
1. as a new product, or
2. as similar to an existing product.

Which categorisation applies to a new product is normally deter-
mined by the responsible national authority, which is advised by 
clinical and economic advisory groups. The decision is based on 
the product description and the product’s clinical evidence that are 
presented by the company. 

1 Laursen, J. and M. Lind, Treatment of full-thickness femoral cartilage lesions using 
condyle resurfacing prosthesis. Knee Surgery, Sports Traumatology, Arthroscopy, 
2015: p. 1-6, Laursen, J.O., Treatment of full-thickness cartilage lesions and early 
OA using large condyle resurfacing prosthesis: UniCAP®. Knee Surgery, Sports 
Traumatology, Arthroscopy, 2016. 24(5): p. 1695-1701, and Laursen, J.O., High 
mid-term revision rate after treatment of large, full-thickness cartilage lesions 
and OA in the patellofemoral joint using a large inlay resurfacing prosthesis: 
HemiCAP-Wave®. Knee Surg Sports Traumatol Arthrosc, 2017. In press.

2 www.biopolyortho.com

The next step in obtaining reimbursement for a new product is 
for the product to be assigned a reimbursement code. If the cate-
gorisation is 1 (new product), the economic reimbursement level is 
determined, but if the product is categorised as a similar or existing 
product, it is given the same reimbursement level as already exist-
ing products. 

The process of bringing a new product through the various 
steps up to final approval generally takes several years, often up to 
four years. During this period, temporary codes can be used with 
varying reimbursement levels. 

Episurf’s knee implants, Episealer®, are based on existing and 
recognised treatment methods and materials, but they are patient 
specific and more advanced than the already existing products. As 
a result, it is not possible to say in advance which category (1 or 2) 
Episealer® will be determined to belong to in various markets. Re-
imbursement matters are prioritised by the Company and Episurf is 
continuously working with these matters in key markets. 

Below is a summarised description of the present situation for 
the Company’s Episealer® implant and its ongoing reimbursement 
processes in the Company’s current main markets.

Germany 
An application for Episealer® to be categorised as 1 (new product) 
was rejected in early 2016. However, there are existing similar prod-
ucts in the market with assigned codes and these are now being 
used by the hospitals that are customers of Episurf. Episealer® has 
received strong clinical acceptance by the surgeons who have used 
the product and work is currently underway (assisted by external 
advisors) to reach a final decision about the code and reimburse-
ment level.

United Kingdom
Since the launch of Episurf’s products on the UK market in 2015, 
existing codes for similar products have been used. The clinical ac-
ceptance has been strong, just as in Germany. An external advisor 
is being used to assess the final code and reimbursement level.

The Nordic countries
The Nordic countries have reimbursement systems that are rea-
sonably similar but differ from those of other European countries 
since the state-run hospitals often have a total annual budget, and 
treatment decisions are made within the organisation. In Sweden, a 
process is underway to secure reimbursement for Episealer®. The 
same applies to Denmark where the deciding body has requested 
clinical results from approximately 100 Episealer® surgeries before 
a final decision can be made. 

Belgium
In Belgium, Episealer® has already been approved in category 2, 
closely related to an existing product, and Episurf receives the 
determined reimbursement level. 
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Organisation structure
The Group consists of Episurf Medical AB (publ), which is the parent 
company of the Group, and the wholly owned subsidiaries Episurf 
IP-Management AB, Episurf Operations AB, Episurf Europe AB, 
Episurf DE GmbH and Episurf UK Ltd.

The average number of employees in the Group during the year 
2016 was 27, of whom 13 women and 14 men. The number of em-
ployees in the Group at the end of 2016 was 27, which is an increase 
of 10 employees compared to year-end 2015. 

Despite its limited size in terms of the number of employees, 
Episurf’s organisation possesses considerable expertise in most 
areas of relevance to the Company. Long experience is found in are-
as like clinical research, international sales of orthopaedic implants 
and design and development of customised implants. As a means 
for gaining access to additional expert know-how and to minimise 
costs and maintain the desired flexibility, Episurf uses external 
consultants to a certain extent. Furthermore, the company collab-
orates with a number of experts in different fields. This structure 

enables the company to allocate resources according to need and 
to bring in the right expertise at the right time. As more products 
enter the launch phase, the Company is adding more functions to 
the in-house organisation.  

In pace with Episurf’s development in a commercial direction, 
the organisation is being adapted and in 2016 several new employ-
ees were recruited, primarily in marketing and sales. The company 
currently has ten sales representatives in Europe, of which five in 
Germany, two in the United Kingdom, two in Scandinavia and one in 
the Benelux. 

Changes have also been made in the Company’s management 
team. In January 2017, Pål Ryfors was appointed acting CEO and 
CFO. Pål Ryfors replaced Rosemary Cunningham Thomas as CEO. In 
conjunction to the change of CEO, the board of directors of Episurf 
initiated a search process for a permanent CEO. The Company’s 
executive management team now consists of two individuals, acting 
CEO and CFO Pål Ryfors and COO Jeanette Spångberg. 

Business description

Episurf was founded in 2009 on a commitment to offering people with painful joint injuries a more active 
and healthy life through customised treatment alternatives. We put the patient in the centre of the diag-
nosis and design of implants and surgical instruments. By combining advanced 3D imaging technology 
with the latest manufacturing technology, we are able to adapt not only each implant to the patient’s injury 
and anatomy, but also the surgical instruments used. In this way, we can ensure that each patient receives 
treatment that is perfectly suited to his or her anatomy and, thus, ensure a faster, more secure, and better 
patient-specific treatment for a more active and healthy life.

HR Finance Regulatory and 
quality Marketing Production Sales

Board

CEO
Senior 

medical 
advisor

Advisory 
board

Figure 3. Episurf Medical’s organisation
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Episurf has performed surgeries in 11 European countries.

»  Pre-clinical pilot studies were carried out on sheep 
with the aim of evaluating the functionality and 
stability of the implant.

»  Diamorph Medtech AB was formed as a subsidiary 
of Diamorph AB. 

»  Positive results that strengthened and confirmed earlier 
indications were presented from the completed pre-clinical 
1-year study. 

»  The development of μiFidelity® began.  
μiFidelity® enables order management, design and manu-
facture of personalised implants and surgical tools.

»  A new share issue provided the company with proceeds  
of around SEK 49 million.

»  Episurf Medical AB was listed on Nasdaq OMX First North.

»  Several surgeries were performed with the desired results regarding 
surgical procedure in Episurf Medical’s ongoing clinical trial and follow-up 
checkups of two patients showed that the patients experienced pain relief 
in line with expectations. 

»  Two preferential rights issues and a new share issue with pre-emptive 
rights for existing shareholders were carried out and provided the company 
with total proceeds of around SEK 75 million before issue expenses.

»  Episurf Medical’s first commercial product, Episealer®  
Condyle Solo, was approved for CE marking and the company’s first 
controlled product launch (CPL) could be started together with selected 
surgeons from clinics in Northern Europe.

»  The company was granted Vinnova financing of SEK 4.2 million.

»  Several surgeries were performed with the desired results. 

»  Patents were obtained in the US for the company’s surgical kit, i.e. the 
patient-specific drill guide, Epiguide®, and the related surgical toolkit. 

»  Direct sales in Germany and the UK were started.

»  CE mark was obtained for the company’s third implant  
Episealer® Femoral Twin and for Epiguide® MOS.

»  A new share issue provided the company with proceeds of  
SEK 120 million before issue expenses.

»  A clinical Advisory Board consisting of European Key Opinion  
Leaders was appointed.  

»  The two first surgeries with Episealer® Femoral Twin were performed in 
Germany with the desired results.

»  IISO13485:2012 Annex II certification was obtained, which  
permits CE-marking of own products.

»  Good clinical results from the surgeries performed to date with the  
personalised implant Episealer® Condyle Solo within the scope of the  
controlled product launch (CPL).

»  CE mark approval was obtained for the company’s second commercial product, 
Episealer® Trochlea Solo, and the company’s second CPL could begin.

»  Additional clinics were connected to the company’s ongoing clinical trial 
with Episealer® Condyle Solo with the aim of widening patient recruitment 
and accelerating the pace of the study.

»  Building of an in-house European marketing and sales organisation began 
and a direct marketing initiative was started in the Benelux countries. 

»  Episurf Medical was listed on the Nasdaq Stockholm’s main market.

»  The company’s first clinical trial was initiated with the aim 
of evaluating safety and performance of the personalised 
implant Episealer® Condyle Solo for treatment of cartilage 
lesions in the knee joint. 

»  The first patent was obtained.

»  The first surgery in a human was conducted within the 
scope of the clinical trial.

»  Diamorph Medtech AB changed name to Episurf Medical 
AB, which was then spun off from Diamorph AB and listed 
on Aktietorget. 

»  A new share issue provided the company with proceeds of 
SEK 9 million.

»  Suppliers and development partners were identified and 
contracted. 

»  An initial pre-clinical validation study  
(1-year study) on sheep was undertaken. 

»  Episurf Medical’s business started as an internal project 
at Diamorph AB with the aim of developing implants and 
related surgical instruments to enable the repair of cartilage 
damage in human knee joints.  

»  The first patent application was filed. 

»  CE mark approval was obtained for the company’s fifth product,  
Epioscopy® Damage Assessment Tool.

»  Clinical results based on 1 and 2 year follow up data were presented 
for the first time with excellent results where the patients show significant 
improvements regarding pain and mobility.

»  A “pre-submission dossier” was submitted to the FDA and Episurf Medical 
had a pre-submission meeting held in Washington with the FDA in July.

»  Milestone of 150th knee implant.
 

2016
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Business idea
Episurf’s business idea is to provide orthopaedic surgeons with 
patient-specific joint damage treatment solutions through implants 
and surgical tools. Further, a complete orthopaedic tech platform 
containing a patient-specific 3D-based damage assessment tool 
and pre-operative surgical pre-planning aid is provided. The ambi-
tion is to improve surgical precision and standardise the surgical 
procedure to deliver reliable surgical outcomes for orthopaedic 
surgeons and excellent clinical outcomes for patients, as well as 
to minimise the existing treatment gap and make sure the right 
patient gets the right treatment.

Vision
Episurf’s vision is to pioneer and mainstream innovative, clinically 
effective, cost-efficient patient-specific implants, surgical tools and 

IT-based surgical support tools as an early treatment option for 
patients with painful knee joints across a global market.

Goals and objectives
Episurf’s goal and objective is to mainstream patient-specific treat-
ment options as a new standard within the orthopaedic industry. 
The company’s patented implant technology and broad knowledge 
within knee joint injuries means Episurf can offer patient-specific 
documentation as decision support, a pre-surgical planning tool, 
design of implants as well as delivery of a “just in time” complete 
surgical tool-kit to surgeons for a simple and surgically precise 
procedure.

Episurf Medicals development

Strategy
Episurf’s strategic objective is for patient-specific implants to 
become the standard of care for focal cartilage defects, whereby 
Episurf’s implants deliver superior performance that offer improved 
clinical and health economic benefits for clinicians, patients and 
payers compared to off-the-shelf implants. 

Historically, the industry has provided orthopaedic implants and 
surgical tools through a standardised assortment, i.e. “one size fits 
all-design”. Episurf is based on the simple idea that each implant 
and surgical instrument should fit and be designed for the patient 
rather than fitting the patient to the implant. Hence, the Company’s 
strategy is to develop and commercialise bespoke solutions for the 
treatment of early joint injuries and by doing so, giving individuals 
with painful joints a healthier and more active life. This strategy 
rests on six cornerstones, described below.

1. μiFidelity® – 3D-based patient-specific modelling  
and design on demand 
Episurf’s proprietary web-based order management system, µiFi-
delity®, delivers a visualisation support tool for patient-specific as-
sessment of cartilage damage in knee joints and enables precision 
engineered production of patient-specific implants and surgical 
tools. Surgeons transfer unique patient MRI (magnetic resonance 
imaging) data to Episurf’s platform for immediate and cost-effi-
cient design and manufacture of patient-specific implants in a box 
that is shipped directly to the operating surgeon for surgery. The 
Company’s business model is based on on-demand manufacturing 
and just-in-time delivery. This makes it possible to avoid inventory 
in all parts of the process. A 3D damage-marking process enables 
visualisation of the chondral and osteochondral lesions in the fem-
oral part of the knee and the same 3D model is used to design the 
customised Episealer® implant and Epiguide® surgical guide tool. 

The ultimate report is a comprehensive report, based on the MR 
images of the patient’s knee, which offers a surgeon a complete pic-
ture of the condition of the knee, thereby creating the best available 
conditions to plan for successful knee cartilage repair surgery.

2. The unique treatment method  
By combining implant development expertise with patented 
patient-specific design and production technologies, Episurf offers 
implants and surgical tools customised for each individual patient’s 
unique anatomy and chondral or osteochondral lesion. Episurf’s 
proprietary features, including the pre-surgical assessment of 
subchondral bone quality and opposing tibial/patellar cartilage, en-
sure that the Episealer® is used for the correct clinical indication for 
each unique patient. The patient-specific design delivers a custom 
fit that in turn ensures correct implant positioning. The treatment 
method is intended to deliver pain reduction and improved mobility 
and quality of life whilst maximising bone preservation in the event 
of later treatments.

3. Prioritised applications  
The patient group suffering from initial cartilage damage up to early 
OA in the knee joint is large and fast-growing, and was considered 
an appropriate initial submarket entry point during Episurf’s start-
up phase. Over the past year, Episurf has had early acceptance 
from surgeons of the Episealer® concept, surgical technique and 
products as a second line procedure for previously failed cartilage 
repair interventions. In 2017 Episurf continues to mainstream the 
Episealer® procedure as an integral part of the treatment algorithm 
for patients between 35 – 65 years of age with a diagnosis of focal 
cartilage damage to initial OA. 

Product  
development

Application for  
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Market  
approval

Controlled  
market launch 
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4. Commercialisation strategy  
Episurf’s value proposition for key stakeholders; surgeons, patients 
and public and private payers, will be continuously refined. Based 
on short procedure time, reduced length of hospital stays, shorter 
rehab periods, improved patient outcomes and low complication 
rates, the Company believes the patient-specific knee implant 
product portfolio offers important clinical and economic benefits 
to patients, surgeons, hospitals and payers, which will in turn drive 
surgical adoption. The commercialisation strategy is executed 
by a direct sales strategy lead by experienced orthopaedic sales 
professionals who have extensive surgeon networks. Further, the 
commercialisation strategy is underpinned by close cooperation 
with Episurf’s international Clinical Advisory Board.

5. Efficient protection of IPR  
Episurf is constantly and systematically building a strong patent 
portfolio to protect the Company’s technology and future products. 
The technology that creates patient-specific implants and instru-
ments is supported by a strong patent portfolio with more than 100 
patents and patent applications arising from more than 20 patent 
families within the areas of image handling, damage assessment, pa-
tient-specific implant systems, surgical techniques, instrumentation 
and manufacturing methods for all of the body’s joints. Around 60 of 
those are granted patents. In addition to the patent portfolio, Episurf 
works actively with trademark registrations and design protection. 

6. Profitable and scalable production  
• In order to reach the commercial goals, including long-term 

financial viability and geographical expansion, Episurf’s focus 
on customised treatment solutions must be combined with the 
ability to produce customised implants and tools in a more large-
scale, cost-efficient manner. The current strategy is to perform 
all patient-specific design in-house and to use qualified external 
suppliers to manufacture the Company’s products. Since the 
start, the Company has worked determinedly to develop and 
refine the processes for quality assurance in line with the Episurf 
Quality Management System. All suppliers are connected to Epi-
surf’s µiFidelity® system. To ensure sustainable, attractive gross 
margins as the business grows, Episurf will evaluate: 

• » how to best expand the digitally driven, just-in-time manufacturing 
process to enable large-scale, cost-efficient production of patient 
specific implants, 

• how to shorten product design and development timelines, and 
• how to continuously improve the products whilst reducing stand-

ard costs.

Products and Technologies 
Episurf’s knee implant system
As a pioneer in patient-specific technology for the treatment 
of painful joint injuries, Episurf does something that no other 
resurfacing implant manufacturer has done. We put the patient 
in the centre of the diagnosis and design of implants and surgical 
instruments. 

Episurf’s product portfolio for knees includes products that can 
be used to treat patients in the age group 35–65 years with knee 
joint cartilage injuries of most types and sizes, from initial cartilage 
damage to early OA.  

By combining advanced 3D imaging technology with the latest 
manufacturing technology, not only each implant is adapted to the 
patient’s unique injury and anatomy, but also the surgical instru-
ments used. In this way, it 
can be ensured that every 
patient receives treatment 
that is perfectly suited to 
his or her anatomy and thus 
ensure a faster, more secure 
and better patient-specific 
treatment for a more active 
and healthy life. 

The Episealer® knee implant 
system consists of the 
following:
a) Episealer® knee implants
b) Episealer® toolkits
c)  Damage marking report 

(Epioscopy®)

u  The treating surgeon uploads 
MRI data to the µiFidelity® 
system.  

v  Joint damage is identified and 
visualised in 3D. 

w  Episurf’s medical team assess-
es the treatment alternatives 
for the patient.

x  The treating surgeon decides 
on the most suitable treat-
ment method. 

y  A surgical pre-operative plan 
for optimal positioning of the 
implant is generated, taking 
clinical considerations into 
account. 

z  The implant is designed to 
specifically match the extent 
and position of the damage, 
as well as the patient’s unique 
anatomy.  

{  Patient-specific surgical  
instruments are designed.

|  The patient-specific drawings 
of the implant and surgical 
instruments are transferred 
digitally to Episurf’s suppliers 
for immediate manufacture. 
Since all manufacturing is 
done on demand, it is possible 
to eliminate the need for 
inventory. 

}  During the surgery, the guide 
instruments help the surgeon 
to find the correct positioning 
of the implant. They provide 
support for simple and precise 
insertion of the implant at the 
correct angle and depth.   

Figure 5. Episurf’s chain from MRI to inserted implant

Figure 4. Episurf’s interactive patient-specific 
treatment method
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Possible future areas of use  
Episurf is working actively to develop and widen the product port-
folio into new application areas where there may be opportunities 
to apply the Company’s technology and expertise within individual-
ised treatment. The Company’s technology can be applied to joints 
other than the knees, such as the ankles, shoulders, toes and even 
hips, and can thus give rise to additional product portfolios for 
specific areas of use.

μiFidelity®-system
Episurf’s μiFidelity® system is a proprietary web platform for order 
management, communication, patient-specific design and surgical 
pre-planning. μiFidelity® is, as far as the Company is aware, first in 
the world to deliver 3D visualisation support for patient-specific 
assessment of cartilage damage in joints and precision engineered 
production of patient-specific resurfacing implants and surgical tools. 

Episealer® knee implants  
Episurf’s Episealer® implants make it possible to repair focal 
cartilage and bone defects to reduce pain and increase mobility in 
the patient’s knee joint. They can be easily inserted, cause minimal 
trauma to the surrounding tissue and require less complicated 
rehabilitation than the other treatment alternatives. Furthermore, 
since healthy cartilage and bone are preserved, the patient’s op-
tions for future interventions such as knee replacement surgery are 
not limited. The Episealer® implants primarily target patients in the 
age group 35–65 years. 

Episurf’s technique tailors the implant to each individual patient 
instead of forcing the patient to fit the implant, as is traditionally 
done in joint resurfacing surgery. The implant is built on the idea 
that all patients have unique anatomies. Small variations in the size 
and placement of an implant can have a significant impact on the 
short- and long-term outcomes of a procedure.

The Episealer® knee implants (Figure 5) constitute a family of in-
dividually customized, patient-specific, metallic resurfacing implants 
including the following:
• Episealer® Condyle Solo (CE-marked, Class IIb, year 2013)
• Episealer® Trochlea Solo (CE-marked, Class IIb, year 2014)
• Episealer® Femoral Twin (CE-marked, Class IIb, year 2015)

Figure 6. Episealer® knee implants

Episealer® implants are adapted to each individual’s unique anato-
my and injury. They are made of a cobalt-chrome alloy with a central 
peg for initial fixation (see Figure 5). Cobalt-chrome is a material 
that has been used in knee prostheses for more than two decades 
and has been proven to provide a safe, effective and weight-bear-
ing joint surface. The design of the Episealer® implants has been 
selected for a firm short-term and long-term fixation, to minimise 
the risks of revision due to implant loosening. The Episealer® im-
plants are inserted press-fit for immediate fixation and the implants 

achieve early post-operative fixation thanks to the hydroxyapatite 
(HA) layer, and additionally further long-term fixation due to the 
titanium (Ti) layer beneath.

 
Figure 7. Episealer® Condyle Solo knee implant

The use of HA coatings has advantages compared to the use of 
acrylic bone cement, such as a simpler surgical procedure and 
avoidance of risks of mechanical degradation of the acrylic cement 
and adverse tissue response initiated by thermochemical side 
effects of the acrylic cement. The Episealer implants with a double 
coating (Ti + HA) have been evaluated in sheep studies.1  In one of 
these publications adherence between cartilage and the HA-coat-
ed implant was reported, and a concept of sealing of the interface 
between cartilage-bone and implant is discussed. This effect can 
prevent joint fluid from penetrating the metal-bone interface and 
thus minimise risks of osteolysis and cyst formation. The sealing 
effect with bonding between the HA-coated implant edge and carti-
lage has been confirmed in a subsequent sheep study. 

As far as the Company is aware, the competitive resurfacing 
devices primarily address cartilage lesions, whereas Episealer® 
addresses both the cartilage lesion and the underlying bone defect. 
Since cartilage does not have any nerve fibres, pain signals do not 
originate from the cartilage but in most cases from a lesion in the 
bone underneath. If one fails to treat the underlying bone defect 
adequately, the pain may persist. Conversely, treating patients 
without a bone lesion may not result in relief of pain, which, in those 
cases, originates somewhere else in the knee.

One of the most important risk mitigations for Episealer® com-
pared to all other resurfacing implants, is that the clinical situation 
in the knee is reviewed in advance by an Episurf radiologist and 
compiled into a damage marking report, which is communicated 
directly with the surgeon. The probability for inappropriate cases 
(i.e., usage outside the intended use), is thus improbable.

Using a patient-specific damage marking report and CAD-CAM 
technology, the Episealer® is designed based on the patient’s spe-
cific anatomy and lesion, ensuring a perfect fit to avoid damaging of 
the opposing cartilage. Competitive, off-the-shelf products might 
not, according to the Company, fit precisely as the surgeon selects 
the shape/size that fits best based on intra-operative measure-
ments of the lesion size and knee anatomy. This will not ensure 
a perfect fit which may compromise the clinical outcome of the 
surgery. Further, more lesions/implant positions in the knee can 
be addressed with the truly patient-specific Episealer®, providing 
unlimited choices of implant surface curvature. 

1 Martinez-Carranza N, Berg HE, Lagerstedt AS, Nurmi-Sandh H, Schupbach P, Ryd 
L. Fixation of a double-coated titanium-hydroxyapatite focal knee resurfacing 
implant: A 12-month study in sheep. Osteoarthritis and Cartilage. 2014;22(6):836-
44, and Schell H, Jung TM, Ryd L,
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Damage marking report
Customisation of the Episealer® with respect to implant size (diam-
eter and thickness) and articular surface curvature is supported by 
the creation of an Epioscopy® damage marking report. This report 
is generated through the use of magnetic resonance imaging and 
creation of a virtual 3D model which is a replica of the patient’s 
knee. This allows pre-operative planning and individual customisa-
tion of implant and surgical tools. The report allows for a distinct 
establishment of indications and contraindications, to ensure that 
only patients suited for the procedure are operated.

To make this possible, an MRI scan of the patient’s knee is 
performed, anonymized and sent digitally to Episurf through the 
order management system µiFidelity®. The quality of the MR images 
is checked. Based on the MRI data, the geometry of the knee as well 
as the extent of the cartilage and bone damage is assessed and 
visualised together with an Episurf radiologist.

A virtual 3D model of the affected knee joint, including possi-
ble lesions, is created. The report is subsequently compiled and 
delivered to the treating surgeon through µiFidelity. The report is 
used by the treating surgeon as an assessment support tool and for 
planning of the appropriate surgery. 

Upon confirmation with the treating surgeon and approval of 
the case, the patient-specific implant and corresponding tools are 
designed and manufactured. In case the report concludes that the 
patient is not suitable to receive an Episealer®, the surgeon will be 
notified and given an explanation.

Episealer® toolkit  
Correct positioning of the implant is obtained by means of a cor-
responding, patient-specific toolkit, to assist the surgeon during 
surgery. The proprietary Episealer® toolkit is an inherent part of the 
Episealer® procedure. The toolkit supports the precise implantation 
of the Episealer®, and each Episealer® implant has a toolkit CE-
marked along with the Episealer® implant.

To ensure simple and fast surgery and optimal positioning of the 
implant, Episurf delivers a customised drill guide for each procedure, 
the Epiguide®. It is designed according to patient-specific data in the 
same way as the Episealer® and delivered to the clinic together with 
the implant. The guides are designed to deliver a custom fit and can 
thus be easily placed in the joint over the damaged area. They are 
essentially a mirror image of the patient’s joint surface around the 
damaged site. The guide is designed so that the drilling angle and 
depth are predetermined, these are thus not a matter of judgement 
for the surgeon. Epiguide® guides the surgeon through the entire 
procedure, simplifies execution and increases precision. 

The single use toolkits for the implants consist of the following 
parts (see Figure 8):
• Epidrill – drill
• Epiguide® – drill guide, aids the surgeon to obtain the exact 

drilling access and depth, to ensure the correct placement of the 
implant

• Epidummy – replica of the Episealer® for depth control
• Epicut – cutter to create a clean cartilage edge
• Epimandrel – tool to assist insertion of the implant
• Drilling socket – insert to be used with the Epiguide® to guide the 

Epidrill for initial drill depth
• Adjustment socket – insert to be used with the Epiguide® to guide 

the Epidrill for exact depth adjustment  
For Episealer® Femoral Twin there is one additional part included, the 
Epiguide® insert.

 Figur 9. Episealer® Condyle Solo and Episealer® Condyle Solo Toolkit

Clinical evidence
As of 19 January 2017, 164 Episealer® knee implants had been 

implanted into patients. One patient had at that stage had the 
implant more than four years and ten, 22 and 73 patients has had 
their implants for three, two and one years, respectively. 

Ten patients with an Episealer® Condyle Solo implant have 
been included in a detailed clinical trial in Sweden with 24 months’ 
follow-up. All patients have at this stage past 24 months after 
implantation. Their clinical data is currently being compiled for sci-
entific publication. The study was conducted in collaboration with 
three orthopaedic clinics in Sweden. The main study parameters 
were pain and function.

Episealer ® Trochlea Solo

Episealer ® Femoral Twin 

Condyle Solo Trochlea Solo Femoral Twin 

Episealer® Condyle Solo 
 

®

®

 Figur 8. Episealer® implant sizes and positions in the knee joint
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Episurf is further collecting data from as many of the Episealer® 
patients as possible in a registry. Data included here is demograph-
ical data and patient outcome, which is collected at five time points 
over two years. Here patients with all knee implants, i.e. Episealer® 
Condyle Solo, Episealer® Trochlea Solo and Episealer® Femoral Twin, 
are included. 

The first congress presentation with compiled Episealer® clinical 
data was held in May 2016, when 12 months’ data for 14 European 
patients was presented at the SFAIM-meeting in Sweden. This was 
followed by presentation of 24 months’ data for eight patients of 
the Swedish clinical study at the SOF-meeting in Sweden and 12 
months’ data for ten patients of the same study at the ICRS World 
Congress in Italy. The patients are followed-up with the clinical 

scores KOOS (Knee injury and Osteoarthritis Outcome Score) 1 
and VAS (Visual Analogue Scale) 2. The results show statistically 
significant clinical improvements from preoperatively to 12 and 24 
months’ follow-up of the patients.

In the July 2016 issue of the peer-reviewed journal Aspetar 
Sports Medicine Journal, the article ”The mini-metal concept for 
treating focal chondral lesions and its possible application in 
athletes”, written by Prof. Leif Ryd, addresses how a joint resurfac-
ing technology such as the Episealer® technology can be a viable 
treatment with fast recovery time for active athletes suffering from 
cartilage lesions.

The graphs in Figure 7 below present the clinical data obtained 

1) 0 corresponds to extreme problems, 100 no problems at all.
2) 0 corresponds to no pain at all, 100 corresponds to worst pain one can imagine.

KOOS1) 

0

20

40

60

80

100

Quality 
of life

Function,
sports

Function,
daily living

SymptomsPain

Pre-operative 3 months 12 months

Figur 10. KOOS and VAS data for patients that have passed 12 months after Episealer® implantation.
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Figur 11. KOOS and VAS data for patients that have passed 24 months after Episealer® implantation.
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for 47 Episealer® patients that have passed 12 months’ follow-up, 
expressed as the clinical scores KOOS and VAS. Figure 8 shows the 
clinical graphs for 14 patients that have passed 24 months after 
implantation. 

US market entry preparations
Episurf has a strategic target to obtain FDA approval and launch its 
products on the US market which is the world’s largest orthopaedic 
market. In order for Episurf to obtain FDA approval in the United 
States, the Company has to produce adequate clinical proof for the 
purpose of demonstrating that Episealer® constitutes a safe and 
efficient treatment alternative for its designated use. In order to 
produce such proof, there are three possible regulatory pathways 
for the Episealer® knee implants:

1.  A 510(k) process in which Episealer would be compared to oth-
er class II products (predicate devices). 

2.  A De Novo 510(k) route in which approval can be granted for 
new products lacking predicate devices, which have therefore 
been automatically classified as Class III products but are 
considered to be of low to medium risk. 

3.  A PMA process which is based on demonstrating the safety 
and efficiency of the product through adequate and well 
controlled clinical trials. The PMA process is the strictest regu-
latory pathway required for Class III products. 

In July 2016, Episurf participated in a pre-submission meeting 
with the FDA in Washington. Following this meeting, Episurf sub-
mitted a 513(g) Request for information for obtaining FDA’s views 
about the classification and the regulatory requirements that may 
be applicable to the Episealer device. Episurf is currently waiting for 
FDA’s response to the 513(g) request and the objective is to make 
the submission for FDA approval during 2017.

Irrespectively of the outcome from FDA’s analysis, it will be of 
high importance for Episurf to produce clinical evidence derived 
from the US market. Clinical trials performed in the US will be par-
amount for the Company, possibly as a part of the FDA clearance 
process but also for proper reimbursement as well as for strength-
ening of the clinical evidence for sales purposes.  

Research and development 
Episurf’s product development is conducted according to a proven 
model that has been tested and proven through the company’s 
first commercial product, the Episealer® Condyle Solo. Leading 
orthopaedic surgeons and researchers are engaged at an early 
stage of development to identify clinical needs and patient benefits. 
Throughout the development process, the company maintains 
a close dialogue with involved clinics and orthopaedic surgeons, 
which facilitates rapid feedback and product adaptation. Further-
more, Episurf has chosen to use certified materials in its products, 
which significantly reduces the development risks and development 
times. 

Episurf is certified according to ISO13485:2016 with a medical 
device quality management system. All research and development 
is performed in alignment with that standard. 

Intellectual Property Rights 
Episurf is systematically building a strong patent portfolio to 
protect the Company’s technology and future products. The tech-
nology that creates patient-specific implants and instruments is 
supported by a strong patent portfolio with more than 100 patents 
and patent applications arising from more than 20 patent families 
within the areas of image handling, damage assessment, and pa-
tient-specific implant systems, surgical techniques, instrumentation 
and manufacturing methods for all of the body’s joints. Around 60 
of those are granted patents. 

The Company is constantly working towards submitting new 
patent applications as the Company grows, products are being 
refined and new products are created. The main focus has been 
on a strong patent portfolio in Europe and the US, but important 
patents are filed in several additional countries worldwide. 

Another part of the constantly ongoing IP work is concerning re-
spect of other companies’ IP rights. Thorough investigation of such 
IP rights prior to development and market introduction of Episurf’s 
devices is of high importance for Episurf. 

In addition to the patent portfolio, Episurf works actively with 
trademark registrations and design protection. Episurf currently 
has 11 registered trademarks and eight registered design rights.
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The following section presents the historical financial performance of Episurf for the financial years 2016, 
2015 and 2014. The information for the financial years 2015 and 2014 is derived from the Company’s 
consolidated audited financial statements for the financial years 2015 and 2014 which have been prepared 
in accordance with IFRS. The information for the financial year 2016 is derived from the Company’s consoli-
dated year-end report for 2016, which has been prepared in accordance with IFRS. The year-end report for 
2016 has not been reviewed or audited by Episurf’s auditor. Other than what is explicitly stated herein, no 
information in this Prospectus has been audited or reviewed by the Company’s auditor. 

The information below should be read together with the section “Operational and financial review”.

Historical financial information

Cash flow statement

1 jan – 31 dec

MSEK
Group

2016
Group 

2015
Group 

2014

Cash flow from operating 
activities before changes in 
working capital –57.6 –41.7 –31.2

Change in working capital 1.5 3.7 –0.5

Cash flow from operating 
activities –56.1 –38.0 –31.7

Cash flow from investing 
activities –5.6 –7.4 –2.9

Cash flow from financing 
activities 0.0 114.9 0.2

Cash flow for the period –61.7 69.5 –34.4

Cash and cash equivalents at 
the beginning of the year 104.0 34.5 68.9
Cash and cash equivalents at 
the end of the year 42.3 104.0 34.5

Consolidated balance sheet

1 Jan – 31 Dec

MSEK
Group

2016
Group 

2015
Group 

2014

Patents 8.3 6.4 5.4

Capitalised expenses 4.3 4.7 0.5

Equipment and tools 0.4 0.4 0.4
Total property, plant and  
equipment 13.0 11.5 6.3

Current assets excluding cash 
and cash equivalents 5.0 2.7 2.4

Cash and cash equivalents 42.3 104.0 34.5

Total assets 60.3 118.2 43.2

Equity 48.7 109.9 38.8

Long-term liabilities 0.0 – – 

Current liabilities 11.6 8.3 4.4

Total equity and liabilities 60.3 118.2 43.2

Consolidated income statement

1 Jan – 31 Dec

MSEK
Group

2016
Group 

2015
Group 

2014

Operating income 4.3 6.6 2.3

Personnel costs –29.2 –26.8 –12.5

Other external expenses –32.8 –21.6 –21.3
Amortisation of intangible 
assets and depreciation of 
property, plant and equipment –4.1 –2.2 –1.8

Operating loss –61.7 –44.0 –33.3

Financial income 0.0 0.0 0.4

Financial expenses 0.0 0.0 –

Loss before tax 0.0 –44.0 –32.9

Income tax expense – – – 

Loss for the year –61.7 –44.0 –32.9

Key ratios

1 Jan – 31 Dec

MSEK
Group

2016
Group 

2015
Group 

2014

Operating margin1 – – –

Equity ratio %1 80.8 93.0 89.8

Debt-equity ratio1 – – –

Cash and cash equivalents1 42.3 104.0 34.5

Return on equity1 – – –

Average number of  
employees 1 27 17 11

Earnings per share, SEK2 –3.87 –3.52 –2.98

Dividend per share, SEK1 – – –

Shareholder's equity per 
share, SEK1 3.1 6.89 4.88

Average number of shares 
outstanding during the 
period1 15,949,804 12,504,417 7,956,416

Numbers of shares outstand-
ing at end of period1) 15,949,804 12,504,417 7,956,416

1) The key ratio is not defined under IFRS and are therefore not audited
2) The key ratio is defined under IFRS and are audited for 2014 and 2015. They 

key ratio is 
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Non-IFRS financial measures
The non-IFRS financial measures presented in the Prospectus are 
not a recognised measure of financial performance under IFRS, but 
measures used by management uses to monitor the underlying 
performance of the Company’s business and operations. Investors 
should consider alternative indicators as a complement rather 
than a substitute for financial information under IFRS. The financial 
measures that are not defined under IFRS may not necessarily 
indicate whether cash flow will be sufficient or available to meet 
liquidity needs, and it is possible that they give no indication of the 
Company’s historical operating results. Neither are these measures 
intended to indicate the Company’s future performance.

The Company has presented the non-IFRS financial measures in this 
Prospectus because it considers them to be important supplement 
measures of the Company’s performance and believes that they 
are widely used by investors when comparing the performance 
between different companies. Since not all companies compute 
these or other non-IFRS financial measures in the same way, the 
manner in which the Company has chosen to compute the non-IFRS 
financial measures may not be comparable with similarly defined 
terms used by other companies.

Key ratios definitions

Definitions of key figures that are defined under IFRS.

Key figures Definition

Earnings per share after dilution Profit after tax divided by average number of shares, after dilution, for the period.

Key figures Definition Motivation

Operating margin Operating income as a percentage of total revenues 
during the period.

The Company believes that the key figure provides a 
deeper understanding of the Company's profitability.

Debt ratio Shareholders' equity divided by total assets at end 
of period.

Debt ratio shows the proportion of total assets 
represented by shareholders equity and has been 
included for investors to be able to create a picture of 
the company’s capital structure.

Debt-equity ratio Interest-bearing debt at the end of the period in 
relation to equity at period end.

The Company believes that the key figure provides a 
deeper understanding of the Company's liabilities.

Return on equity Profit after tax divided by average number of shares 
for the period.

The Company believes that the key figure provides a 
deeper understanding of the Company's profitability.

Equity per share Shareholders' equity at end of period divided by 
number of shares outstanding at period end.

The Company believes that the key figure provides a 
deeper understanding of the Company's profitability.
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Significant estimates and assumptions for  
accounting purposes 
The Group makes estimates and assumptions concerning the 
future. The estimates for accounting purposes that result from 
these will, by definition, seldom equal the related actual results. The 
estimates and assumptions that have a significant risk of material 
adjustments to the carrying values of assets and liabilities within 
the next financial year are outlined below.

Basics of accounting establishment
The consolidated financial statements of the Group are presented 
in compliance with the International Financial Reporting Standards 
(IFRS) as endorsed for application in the EU, RFR 1, Supplementary 
Accounting Rules for Groups, and the Swedish Annual Accounts Act. 
Episurf’s financial information regarding the parent Company in the 
annual report for the fiscal year 2014 and 2015 are prepared in ac-
cordance with RFR2, Accounting for Legal Entities and the Swedish 
Annual Accounts Act. The consolidated accounts for the financial 
year 2014 and 2015 have been prepared under the historical cost 
method, except for financial instruments measured at fair value.

IAS 38 Intangible assets – capitalised  
development expenditure
Episurf conducts extensive development activities, which have 
reached a stage where they have now started to generate revenue 
for the products, albeit still on a modest scale since the organisa-
tion in the Nordic countries and Europe (primarily Germany and the 
UK) is in the process of being built up. In 2015 the Company’s third 
product, Episealer® Femoral Twin, and fourth product, Epiguide® 
MOS, received approval for sale on the market.

The Company’s product development model has several phases 
and the probability of future economic benefits does not start to 
crystallise until the later phases. Episurf is working on develop-
ment of several products and at present there are products that 
have been abandoned, mothballed or are still at the beginning of 
the development model. An intangible asset that arises through 
development, or in the development phase of an internal project, 
is recognised as an asset in the balance sheet only if the company 
can demonstrate that all of criteria in Note 2.5 in Episurf’s Annual 
report for 2015 have been met. There are two main criteria that 
are analysed in order to assess historical expenditure and whether 
it meets the criteria for capitalisation. 1) The probability of future 
economic benefits, and 2) whether financing had been arranged 
at the time when the expense was incurred. For 2013 and the 
preceding period, we assessed that these two criteria had not been 
fully met. However, since the products have now been approved 
and are starting to be tested in the market, at the beginning of the 
fourth quarter of 2014 the Company decided to start capitalising 
development expenses.

Valuation of loss carryforwards  
Every year, the Group examines whether there is any indication 
of impairment of deferred tax assets relating to tax loss carryfor-
wards. Furthermore, the Group examines the opportunities to 
capitalise new deferred tax assets with respect to the year’s tax loss 
carryforwards, if appropriate. The deferred tax asset is recognised 
only when it is probable that there will be future taxable profits 
against which the temporary difference can be utilised. The carrying 
amounts of the deferred tax asset on the respective balance sheet 
dates are shown in Note 10 of the Company’s annual report. Note 
10 shows that unvalued loss carryforwards at 31 December 2015 
amounted to SEK109.9 million (81.1). At 31 December 2015 the 
Group had loss carryforwards amounting to SEK 131.3 million (87.4) 
that had not been included in calculation of the deferred tax asset.
 
Revenue, operating expenses and earnings
2016 compared to 2015
Consolidated net sales amounted 2016 to SEK 2.4 million (1.0). The 
increase of 1.4 million compared to 2015 is a result of increased 
sales activities in prioritised markets.  Other operating income 
amounted to SEK 1.9 (5.6) million and is related to capitalised devel-
opment costs.

Staff costs amounted 2016 to SEK 29.2 (26.8) million. The in-
crease of 2.4 million, or 9 percent, compared to 2015 is mainly due 
to that the average number of employees increased to 27 in 2016 
from 17 in 2015 because of the Company’s increased commercial 
focus.

Other external expenses amounted 2016 to 32.8 (21.6) million 
and is mainly attributable to marketing related costs. The increase 
of 11.2 million, or 52 percent, compared to 2015 is a result of the re-
search and development and marketing-related expenses because 
of the Company’s expansion. 

Operating profit amounted 2016 to SEK –61.7 (–44.0) million. The 
increased loss of 17.7 or 40.2 percent compared to 2015 is primarily 
due to increased external expenses.

2015 compared to 2014
Consolidated net sales amounted 2015 to SEK 1.0 million (0.2). The 
increase of 0.8 million compared to 2014 is a result of increased 
sales activities in prioritised markets.  Other operating income 
amounted to SEK 5.6 (2.2) million and is related to capitalised devel-
opment costs.

Staff costs amounted 2015 to SEK 26.8 (12.5) million. The 
increase of 14.3 million, or 114 percent, compared to 2014 is mainly 
due to that the average number of employees increased to 17 in 
2015 from 11 in 2014 because of the Company’s increased commer-
cial focus.

Other external expenses amounted 2015 to 21.6 (21.3) million 
and is mainly attributable to marketing related costs. The increase 

Operational and financial review 
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of 0.3 million, or 1 percent, compared to 2014 is a result of the re-
search and development and marketing-related expenses because 
of the Company’s expansion. Operating profit amounted 2015 to 
SEK –44.0 (–33.3) million. The increased loss of 6.7 or 20 percent 
compared to 2014 is primarily due to increased personnel costs.

.
Cash flows
2016 compared to 2015

Cash flow from operation activities amounted 2016 to SEK –56.1 
(–38,0) million. The change in cash flow from operating activities 
was negative, primarily attributable to the operating result that was 
negative. The change in cash flow from operating activities of 18.1 
million, or 47.6 percent, compared with 2015 is mainly due to that 
the operating loss increased during 2016 compared with 2015.

Cash flow from investing activities amounted 2016 to –5.6 (–7.4) 
million and consisted mainly of capitalized patent costs and capi-
talized development costs. The change in cash flow from investing 
activities of SEK –1.8 million, or –24.3 percent, is mainly attributable 
to the Company capitalised less development expenses during 
2016 than during 2015.

Cash flow from financing activities amounted 2016 to 0 (114.9) 
million. The change in cash flow from financing activities of –114.7 
million, compared with 2015 is explained by that no new share issue 
has been made during the year.

2015 compared to 2014
Cash flow from operation activities amounted 2015 to SEK –38.0 
(–31.7) million. The change in cash flow from operating activities 
was negative, primarily attributable to the operating result that was 
negative. The change in cash flow from operating activities of 6.3 
million, or 19.9 percent, compared with 2014 is mainly due to that 
the operating loss increased during 2015 compared with 2014.

Cash flow from investing activities amounted 2015 to –7.4 (–2.9) 
million and consisted mainly of capitalized patent costs and capi-
talized development costs. The change in cash flow from investing 
activities of SEK 4.5 million, or 155.2 percent, is mainly attributable 
to the Company capitalised development expenses during 2015 
was not made during 2014.

Cash flow from financing activities amounted 2015 to 114.9 (0.2) 
million. The change in cash flow from financing activities of 114.7 
million, compared with 2014 is mainly explained by the new share 
issue has been made.

Investments
2016
Investments in 2016 amounted to SEK 5.5 million, of which SEK 5.4 
million related to investments in intangible assets and SEK 0.1 mil-
lion for tangible assets. Investments in intangible assets consisted 
of capitalised patent-related expenses by SEK 3.8 and capitalized 
development costs of SEK 1.6 million.

2015
Investments in 2015 amounted to SEK 7.4 million, of which SEK 7.3 
million related to investments in intangible assets and SEK 0.1 mil-
lion for tangible assets. Investments in intangible assets consisted 
of capitalised patent-related expenses by SEK 2.6 and capitalised 
development costs of SEK 4.7 million.

2014
Investments in 2014 amounted to SEK 2.9 million, of which SEK 
2.8 million related to investments in intangible assets and SEK 0.1 
million for tangible assets. Investments in intangible assets con-
sisted of capitalised patent-related expenses by SEK 2.3 million and 
capitalized development costs of SEK 0.5 million.

2013
Investments in 2013 amounted to SEK 3.6 million, of which SEK 3.2 
million related to investments in intangible assets and SEK 0.5 mil-
lion for tangible assets. Investments in intangible assets consisted 
of capitalised patent-related costs.

Ongoing investments and investment commitments
Episurf’s ongoing investments consist primarily of capitalised 
patent-related costs. All ongoing investments are financed with 
Episurf’s cash amounting to SEK 42.3 million at December 31, 2016. 
Besides that, the Company has not made any commitments to 
significant future investments.
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As of December 31 2016, Episurf had current interest-bearing 
liabilities in the amount of SEK 11.6 million, no long-term debt and 
cash equivalents amounted to SEK42.3 million. Episurf’s net debt 
amounted at the same date to SEK 35.8 million.

Working capital
The Company’s assessment is that the Company does not have 
sufficient working capital to meet its current needs over the next 
twelve months from the date of this Prospectus.

Episurf’s working capital consists of assets mainly in cash and 
cash equivalent assets and the liabilities primarily of accounts 
payable. As of December 31, 2016, the Company’s cash and cash 
equivalents amounted to SEK 42.3 million. The Company’s existing 
working capital is deemed sufficient to operate the business of 
the Company until around July to August 2017. The shortage in the 
remaining period of 12 months is estimated to approximately SEK 
55.5 million, provided that the Company follows the business plan 
drawn up.

Through the Rights Issue described in the Prospectus, the Com-
pany is expected to receive up to approximately SEK 120 million af-
ter issue related costs (issue related costs are expected to amount 
to approximately SEK 12.4 million). The Rights Issue is underwritten 
up to 83.6 percent by Subscription and Guarantee Commitments. It 
should however be noted neither the Subscription nor the Guaran-
tee Commitments are secured. Since the Rights Issue is underwrit-
ten up to a total amount of 100 million, the Company’s assessment 
is that the Company will receive at least SEK 100 million (before 
issue related costs). Furthermore, the Company estimates that the 
anticipated proceeds of at least SEK 100 million will be sufficient 
for the Company to meet the working capital requirements of the 
business plan drawn up for the Company for the coming next 12 
months.

In the event that the Rights Issue, despite the Subscription and 
Guarantee Commitments of 83.6 percent of the total issue amount, 
for some reason would not raise the capital that is expected and 
required for the planned activities, the Company would have to 

Equity, debt and other  
financial information

Equity and debt 

mSEK
Group

31-Dec-16

Current liabilities 11.6

Guaranteed –

Secured –

Unguaranteed/unsecured –

Total current liabilities 11.6

Long-term liabilities

Guaranteed –

Secured –

Unguaranteed/unsecured –

Total long-term liabilities –

Equity

Share capital 4.8

Statutory reserve –

Other reserves 105.6

Retained earnings 61.7

Total equity 48.7

TOTAL EQUITY AND LIABILITIES 60.3

Episurf’s equity at December 31, 2016 amounted to SEK 48.7 
million, implying an equity ratio of 80.8 percent..

Finansiell ställning och kapitalstruktur

Net debt Group 

mSEK
Group

31-Dec-16

(A) Cash – 

(B) Cash and cash equivalents 42.3

(C) Trading securities – 

(D) Total liquidity (A) + (B) + (C) 42.3

(E) Receivables 5

(F) Short-term bank debt – 

(G) Current portion of long-term debt – 

(H) Other current liabilities 11.6

(I) Total short-term debt (F) + (G) + (H) 11.6

(J) Net current gearing (I) − (E) – (D) –35.8

(K) Long-term bank loans –

(L) Bonds issued –

(M) Other long-term loans –

   

(N) Long-term debt (K) + (L) + (M) –

(O) Net debt ( J) + (N) –35.8
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consider additional capital raising in the form of loans from banks, 
other third parties or the Company’s shareholders and related 
parties, a private placement of shares or other instruments, or by 
capital to the Company through a joint venture with an external in-
dustrial party. If none of the above measures can be implemented, 
there is a risk that the Company will be forced to apply for company 
reorganisation or bankruptcy.

Tangible fixed assets
As of December 31, 2016, the Company’s tangible assets amounted 
to SEK 0.4 million. The Company’s tangible assets relate primarily to 
equipment.

Intangible assets
As of December 31, 2016, the Company’s intangible assets amount-
ed to 12.6 million. The Company’s intangible assets relate primarily 
to the Company’s patents and capitalised development costs.

Trends
Episurf is committed to proceed with the next steps of the Compa-
ny’s development, with selected priority areas in 2017–2018. The 
first priority is the continued commercialisation in the European 
market together with production of clinical evidence during this 
commercialisation. The second priority is the next step of the US 
strategy, namely submission of an application for FDA approval 
during 2017. A third priority is continued product development with 
a focus on the Company’s unique digital 3D-based damage assess-
ment tool (Epioscopy®). Additional strengthening within the fields of 
health economic studies, regulatory affairs and reimbursement are 
also prioritised areas.

The number of sufferers of early osteoarthritis and joint damage 
continue to increase, partly because of an aging population, and 
thus also Episurf’s potential market. Treatment of osteoarthritis and 
joint damage is further assumed to be more and more personalised 

in the future. Episurf’s vision is to pioneer and mainstream innova-
tive, clinically effective, cost-efficient patient-specific implants and 
surgical software tools as an early treatment option for patients 
with painful knee joints across a global market. Episurf predomi-
nantly targets patients in the treatment gap that exist between ear-
ly biological interventions and partial or total knee replacements. It 
is Episurf’s view that this treatment gap is of significant size globally 
given the limited amount of treatment options available for these 
middle-aged patients.

Potential future risk factors include competitors’ successes in 
Episurf’s targeted segments, as well as outcome of reimbursement 
processes.  

Following a controlled product launch of Episurf’s knee implants 
through selected surgeons during 2012–2015, the Company de-
cided to accelerate the commercialisation phase of the products 
during 2016.  

Other information
The Company is not aware of any trends, uncertainties, claims or 
demands, commitments or events that are expected to have a 
material impact on the Company’s business prospects during the 
current fiscal year. Episurf is also not aware of any governmental, 
economic, fiscal, monetary or any other policies that directly or 
indirectly, have materially affected or could materially affect the 
Company’s operations. The Company’s activities are, however 
associated with risks. In the Section “Risk Factors” a number of 
general risk factors considered to be relevant for Episurf’s business, 
financial condition and future prospects are presented.

Significant changes since December 31, 2016
No significant changes have occurred in the case Episurf’s financial 
position or market position since December 31, 2016. 
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Members of the board of directors
According to the Company’s Articles of Association, the board of 
directors shall consist of three to eight members elected by the 
shareholders at a general meeting. The board of directors currently 
consists of six members all elected for the period until the end of 
the annual general meeting 2017.

The table below sets out the members of the board of directors, 

their year of birth, the year of their initial election, their position, 
whether or not they are considered to be independent in relation to 
the Company, the senior executives as well as in relation to principal 
shareholders, and their shareholdings in the Company as of the 
date of this Prospectus. Below information on the members’ of the 
board of directors holdings of shares include affiliated holdings and 
holdings through capital assurance. 

The Board of Directors, Senior  
Executives and Auditors

Dennis Stripe
Chairman of the board of 
directors since 2016.

Shareholding in  
the Company: –

Born 1957

Education: Bachelor of Science in 
Business, Ohio Northern University.

Other current assignments: Member 
of the board of directors of Medshape 
Inc., Central Insurance Companies 
and Compliant Innovations Inc. 

Previous assignments held during 
the past five years: CEO and member 
of the board of directors of OrthoHe-
lix Inc (2013).

Dependence status: Independent in 
relation to the Company, its senior ex-
ecutives and principal shareholders.

Wil Boren
Member of the board of 
directors since 2016. 

Shareholding in the  
Company: –

Born 1973

Education: Bachelor of Science, Envi-
ronmental science, Indiana University 
Blommington.

Other current assignments: Pres-
ident of Advanced Surgery, Baxter 
International Inc. 

Previous assignments held during 
the past five years: General Manager 
for Connected Health, Global Brand-
ing and Medical Education, Zimmer 
Biomet (2016). 

Dependence status: Independent in 
relation to the Company, its senior 
executives and principal sharehold-
ers.   

 

Name
Year of 
birth

Member of 
the Board 
of Directors 
since Position

Independent of  
the Company and  
the Senior Executives 

Independent 
of principal 
shareholders Shareholding

Dennis Stripe 1957 2016 Chairman of the Board Yes Yes –

Saeid Esmaeilzadeh 1974 2009 Member of the Board Yes No
22,822,563 A shares 
through the company 
Serendipity

Wil Boren 1973 2016 Member of the Board Yes Yes –

Christian Krüeger 1966 2016 Member of the Board Yes Yes –

Wilder Fulford 1958 2016 Member of the Board Yes Yes –
Leif Ryd 1949 2009 Member of the Board Independent in relation to  

the Company, but not in  
relation to the Company’s 
senior executives 

No 4,000 B shares in 
person, and 254,945 
A shares and 128,454 
B shares via company
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Christian Krüeger
Styrelseledamot  
sedan 2016.

Aktieinnehav i Bolaget: – 

Född 1966

Education: Bachelor of Science in 
Business Administration and Major in 
Economics, University of Lund.

Other current assignments: Member 
of the board of directors and CEO of 
LMK Venture Partners AB. Member  
of the board of directors of  
Computer Innovation I Växjö AB 
(publ), CloudofSweden AB (publ), 
MVI Fund I AB, Solnaberg Property 
AB (publ), Bynk AB, Mälaråsen AB 
(publ) and Svevik Industri AB. Deputy 
member of the board of directors of 
Krüeger Liljefors Konsult AB. . 

Previous assignments held during 
the past five years: Head of Equities 
Sales of Pareto Securities AB (2014).

Dependence status: Independent in 
relation to the Company, its senior ex-
ecutives and principal shareholders.

Wilder Fulford
Member of the board of 
directors since2016.

Shareholding in the  
Company: –

Born 1958

Education: PhD in Molecular Biology, 
the Rockefeller University, and Bache-
lor of Science in Biochemistry and Eng-
lish Literature, University of Toronto.

Other current assignments: CEO of 
the Fulford Group. 

Previous assignments held during 
the past five years: Partner of Torreya 
Partners (Europe) Ltd (2015). 

Dependence status: Independent in 
relation to the Company, its senior 
executives and principal shareholders.

Leif Ryd
Member of the board of  
directors since 2009.

Shareholding in the Company: 
4,000 B shares in person, and 
254,945 A shares and 128,454 B 
shares via company 

Born 1949

Education: Orthopedic surgeon, 
formerly professor of orthopaedics, 
Karolinska Institute.

Other current assignments: Member 
of the board of directors of Aktiebola-
get Gile Medicinkonsult. 

Previous assignments held during 
the past five years: Member of board 
of directors of Bostadsrättsförenin-
gen Rörstrand 29 – 37 (2013). Deputy 
member of the board of directors 
of Bostadsrättsföreningen Valpen 
(2015).

Dependence status: Independent in 
relation to the Company, but not in 
relation to the Company’s senior exec-
utives and principal shareholders.

Saeid Esmaeilzadeh
Member of the board of 
directors since 2009.

Shareholding in the  
Company: 2,822,563 A 
shares through the company 
Serendipity.

Född 1974

Education: Adjunct Professor of Materials Chemistry and Doctor of Philosophy, Stockholm University. 

Other current assignments: Chairman of the board of directors of Xbrane Biopharma AB, Serendipity 
Ixora AB (publ) and Premune AB (publ). Member of the board of directors of Diamorph AB (publ), Sdiptech 
AB (publ), IRRAS AB, Serendipity Group AB, Swecure AB (publ), Nextseal AB, Nextmune MC AB, Nextmune 
HoldCo AB and Nextmune AB. Deputy member of the board of directors of Serendip Invest AB, VZL Vilande 
AB, Auremune AB, S. Professionals AB, Leonova CONSULTING AB, Premune IPR AB, Swecure Europe AB, In-
telligent Art AB, Swecure IPR AB, Serendipity Innovations AB, DynaSeal LCT AB, Decicure AB and Serendipity 
Ventures AB. 

Previous assignments held during the past five years: Chairman of the board of directors of Diamorph 
Bearing AB (2012), Diamorph Ceramic AB (2012) and Abera Bioscience AB (2013). CEO of Sdiptech AB (publ) 
(2015) and Serendipity Ixora AB (publ) (2015). Member of the board of directors of SciLife Clinic AB (2012), 
Slutplattan QRZOLF 94373 AB (2013), Vascuring AB (2013), VZL Vilande AB (2013), Slutplattan DOLIA 97844 
AB (2013), Abera Bioscience AB (2014), Serendipity ATS AB (2014), Voff Science AB (2014), Juno Ekonomi AB 
(2015), Sdip Stucco AB (2015), OrganoClick AB (2016) and Swedish Pharma Aktiebolag (2016).

Dependence status: Independent in relation to the Company and its senior executives, but not in relation 
to the Company’s principal shareholders.
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Remuneration to the members of the board of directors
Fees and other remuneration to the members of the board of 

directors, including the Chairman, are determined by a general 
meeting of the shareholders of the Company. At the annual general 
meeting held on 24 May 2016, it was resolved that remuneration 
shall be paid with SEK 200,000 to Wilder Fulford and SEK 100,000 
to Saeid Esmaeilzadeh, Leif Ryd and Christian Krüeger, respective-
ly. Dennis D. Stripe and Wil Boren were appointed as directors at 
the extraordinary general meeting held on 18 August 2016. The 

extraordinary general meeting resolved that remuneration shall 
be paid with SEK 200,000 to Wil Boren and SEK 400,000 to Dennis 
D. Stripe, who was appointed Chairman of the board of directors. 
It was further resolved that no remuneration shall be paid for 
committee work.

During the financial year 2016, the total remuneration to the 
members of the board of directors amounted to SEK [•] distributed 
in accordance with the table below.

Remuneration to the members of the board of directors and senior executives 

Name Remuneration (SEK) Consultancy fee (SEK) Total (SEK)

Dennis D. Stripe, chairman 400,000 – 400,000

Christian Krüeger, board member  100,000 – 100,000

Leif Ryd, board member  100,000 540,000 640,000

Saeid Esmaeilzadeh, board member  100,000 – 100,000

Wil Boren, board member 200,000 – 200,000

Wilder Fulford, board member 200,000 – 200,000

Total 1,100,000 540,000 1,640,000

Guidelines for remuneration to the CEO and  
other senior executives
Remuneration
The annual general meeting held on 24 may 2016 resolved on the 
following guidelines for remuneration to the senior executives of 
Episurf for the period until the annual general meeting of 2017.

Compensation and conditions of employment for the senior 
management, by which is meant the CEO, the CFO and the COO, is 
designed to ensure the Company’s access to executives with the 
right set of skills. The remuneration consists of a fixed salary, a 
possible variable compensation, an incentive programme and other 
benefits including a company car and pension. The remuneration is 
on market terms and competitive, and is related to the senior exec-
utive’s responsibilities and authorities. Any variable remuneration is 
related to established and well-defined objectives and to the fixed 
salary and it shall be limited to a maximum amount equivalent to six 

month’s salary (gross). 
The board of directors is given the possibility to deviate from the 

above guidelines in individual cases should special reasons justify 
this. If this is the case, the information and the reasons for the devi-
ation shall be reported at the next annual general meeting.

Current employment agreements for the CEO  
and senior executives 
Remuneration and pension terms 
Remuneration and benefits for the senior executives are prepared 
by the [remuneration committee] and decided by the board of 
directors. 

The below table shows remuneration paid to  the Company’s 
CFO, who is also appointed Acting CEO, and COO during the finan-
cial year 2016.

Pål Ryfors
Acting CEO since 2017, CFO 
since 2015.

Shareholding in the Company:  
16 393 B shares

Born 1983

Education: Bachelor in Financial 
Economics, Gothenburg School of 
Economics.

Other current assignments: Member 
of board of directors of Aros Kapital 
AB and Bostadsrättsföreningen 
Renen 12. 

Previous assignments held during 
the past five years: –  

Jeanette Spångberg
COO since 2011.

Shareholding in the Company:  
1 211 B shares (including holdings 
via closely related persons)

Born 1973

Education: Bachelor of Science in 
Construction Engineering, Informa-
tion Technology and Environment.

Other current assignments: –  

Previous assignments held during 
the past five years: –  

Senior executives
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Termination of employment and severance pay
A mutual notice period of six months applies for the termination of 
employment of the acting CEO and CFO, Pål Ryfors, and a mutual 
notice period of four months applies for the termination of employ-
ment of the COO, Jeanette Spångberg. Neither the CFO, nor the 
COO, is entitled to any severance pay.

Incentive programmes
Employee stock option programme
The extraordinary general meeting held on 18 August 2016, 
resolved to implement an employee stock option programme 
for the senior management and certain other employees of the 
Company in Sweden (the “Employee Stock Option Programme”). The 
Employee Stock Option Programme means that the participants 
will be allotted a certain number of employee stock options free of 
charge. Provided that the participant is still employed by Episurf at 
the exercise of the options, each employee stock option entitles the 
employee to purchase one B share in the Company at a subscrip-
tion price of SEK 22.80. The employee stock option may be exercise 
during the period from and including the date falling three years 
from the date the employee is allotted the employee stock options 
until and including the date falling four years after the date the 
employee is allotted the employee stock options.

The Programme comprises a maximum of 151,600 employee 
stock options which can be allotted as follows: (i) maximum 53,200 
employee stock options to the CEO, (ii) maximum 40,500 employ-
ee stock options to the CFO, (iii) maximum 33,900 employee stock 
options to the COO, and (iv) maximum 2,000 each in total to twelve 
other employees of Episurf. As per the date of this Prospectus, the 
Company has allotted a total of 96,400 employee stock options as 
per the following: 40,500 to the CFO; 33,900 to the COO; and 22,000 
employee stock options in total to 11 other employees of Episurf.

Deferred cash bonus
In connection with the extra ordinary general meeting’s, held on 18 
August 2016, resolution on the implement of the Employee Stock 
Option Programme, the board of directors of Episurf resolved 
to offer certain employees a deferred cash bonus. The bonus is 
subject to a vesting period of three years and may at the earliest be 
paid on 18 August 2019 and no later than 18 August 2020. The value 
of the deferred cash bonus will be calculated as the closing price 
of Episurf’s share listed on Nasdaq Stockholm on the exercise date 
reduced by SEK 22.80 multiplied by 2,000. The deferred cash bonus 
will thereby reflect the financial conditions for the group of employ-
ees in Episurf which could be allotted a maximum of 2,000 employ-
ee stock options under the Employee Stock Option Programme. 
The disbursement of the bonus amount requires that the employee 
is still employed by Episurf when the bonus is paid out. As per the 
date of this Prospectus, a total of 11 employees of Episurf have 
been given the opportunity to receive a deferred cash bonus. 

Other information on the board of directors and the 
senior executives
All members of the board of directors and senior executives may 
be contacted at the Company’s address Karlavägen 60, 114 49 
Stockholm, Sweden.

According to a decision by the Swedish Financial Superviso-
ry Authority on 27 April 2016, Leif Ryd was imposed a fee to the 
Swedish Financial Supervisory Authority due to failure to, within the 
prescribed period, notify change of ownership of shares in the Com-
pany, and for breach of the obligation to notify in right time that his 
total shareholding in the Company had passed a limit for flagging. 
Except for the above mentioned, no member of the board of direc-
tors or senior executive has, during the past five years, been subject 
to any allegations and/or sanctions on the part of any authority or 
professional association under public law. No member of the board 
of directors or senior executive has during the past five years been 
declared bankrupt. Further, no member of the board of directors or 
senior executive has been involved in any bankruptcy or liquidation 
proceedings in relation to companies they have represented in the 
past five years. No member of the board of directors or senior exec-
utive has been convicted in any case relating to fraud in the past five 
years. No member of the board of directors or senior executive has 
in the past five years been subject to injunctions against carrying on 
business. No special arrangements have been entered into between 
principal shareholders, clients, suppliers or other parties according 
to which any of the members of the board of directors or senior 
executives have been appointed to their present position.

There are no family ties between the members of the board of 
directors and/or the senior executives. No member of the board 
of directors or senior executive has any private interest that might 
conflict with the Company’s interest. However, certain members of 
the board of directors and senior executives have certain financial 
interests in the Company as a consequence of their shareholding. 

Auditors
According to Episurf’s articles of association, the Company shall 
appoint one or two auditors, with or without deputy auditors, or a 
registered public accounting firm.

The independent auditor is appointed at the AGM to examine 
the company’s financial accounts and the administration of the 
company by the board of directors and the CEO. The Company’s 
current auditor is the registered auditing firm KPMG AB, with Duane 
Swanson as the auditing firm’s appointed Auditor in Charge. KPMG 
has been the Company’s auditor since the 2015 AGM. The regis-
tered auditing firm Ernst & Young AB, with Beata Lihammar as Ernst 
& Young’s appointed Auditor in Charge, was the Company’s auditor 
for the financial year of 2014. Both Beata Lihammar and Duane 
Swanson are an Authorised Public Accountant and a member of 
FAR. KPMG AB’s office address is: Tegelbacken 4A, SE-103 23 Stock-
holm, Sweden. Ernst & Young AB’s office address is: Evenemangs- 
gatan 17, 169 56 Solna, Sweden. 

Position
Fixed remuneration

(SEK)
Variable remuneration

(SEK)
Pensions

(SEK)
Total
(SEK)

Pål Ryfors, 
Ställföreträdande VD1) och CFO 1,200,000 – 252,589 1,452,589

Jeanette Spångberg,COO 738,000 234,000 106,189 1,078,189

1) Pål Ryfors was appointed Acting CEO in connection with Rosemary Cunningham Thomas resigning from her position as CEO in January 2017. During the financial year 
2016, Rosemary Cunningham Thomas has received a total amount of SEK 2,712,554 in remuneration. The Company and Rosemary Cunningham Thomas has entered 
into an agreement pursuant to which, inter alia, Cunningham Thomas will receive compensation during the notice period and until 7 July 2017 and an additional 
severance payment which will be paid during the six months following the notice period. The agreement represents a settlement of the accrued part of the incentive 
program resolved at the annual general meeting of the Company on 24 May 2016, means that no “incentive shares” in the Company’s British subsidiary Episurf UK  
Limited will be issued to Cunningham Thomas. Further, the share options issued to Rosemary Cunningham Thomas, in accordance with the resolution by the extra 
ordinary general meeting of Episurf on 18 August 2016, fall due.  
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General
Episurf is a Swedish public limited liability company. The corporate 
governance in Episurf is based on Swedish law, primarily the Swed-
ish Companies Act (Sw. aktiebolagslagen (2005:551)), the Company’s 
articles of association, internal rules, regulations and policies, and 
Nasdaq Stockholm’s rules for issuers as well as the Swedish Corpo-
rate Governance Code the (“Code”).

The Code applies to all Swedish companies with shares listed on 
a regulated market in Sweden. Episurf has applied the Code since 
the listing on Nasdaq Stockholm’s main market. The Code provides 
for the possibility for the Company to deviate from the rules, pro-
vided that any such deviations and the chosen alternative solutions 
are described and the reasons therefore are explained in the 
corporate governance report (according to the “comply or explain 
principle”). Deviations are stated in the Company’s yearly corporate 
governance report. In accordance with the Company’s corporate 
governance report of 2015, the Company is of the opinion that 
Episurf has complied with the Code with deviation from the require-
ment to set up an audit committee. The deviation is explained by 
the fact that the Board in its entirely takes part in matters related to 
auditing, including monitoring and evaluation of the audit process, 
quality assurance of the Company’s financial reporting, assessment 
of reports from the independent auditor and review of the auditors’ 
independence from the Company, including the scope of any 
non-audit services provided by the auditor to the Company.

General meetings
According to the Swedish Companies Act the general meeting is the 
Company’s ultimate decision-making body. At the general meeting, 
the shareholders exercise their voting rights in key issues, such as 
the adoption of income statements and balance sheets, appropri-
ation of the Company’s results, discharge from liability of members 
of the Board of Directors and the CEO, election of members of the 
Board of Directors and auditors and remuneration to the Board of 
Directors and the auditors. 

The annual general meeting must be held within six months 
from the end of the financial year. In addition to the annual general 
meeting, extraordinary general meetings may be convened. Ac-
cording to the Company’s articles of association, notices to general 
meetings are convened shall be published in the Swedish Official 
Gazette (Sw. Post- och Inrikes Tidningar) and on the Company’s 
website. At the time of the notice convening the meeting, informa-
tion regarding the notice shall also be published in Dagens Industri.

Right to participate in general meetings
Shareholders who wish to participate in a general meeting must 
be included in the shareholders’ register maintained by Euroclear 
on the day falling five workdays prior to the meeting, and notify the 
Company of their participation no later than on the date stipulated 

in the notice convening the meeting. Shareholders may attend the 
general meetings in person or by proxy and may be accompanied 
by a maximum of two assistants. Typically, it is possible for a share-
holder to register to attend the general meeting in several different 
ways as indicated in the notice of the meeting. A shareholder may 
vote for all Company shares owned or represented by the share-
holder.

Shareholder initiatives
Shareholders who wish to have a matter brought before the general 
meeting and included in the agenda must submit a written request 
to the Board of Directors. Such request must normally be received 
by the Board of Directors no later than seven weeks prior to the 
shareholders’ meeting.

Nomination committee
Pursuant to the Code, the Company shall have a nomination com-
mittee, the purpose of which is to make proposals at the annual 
general meeting in respect of the chairman at general meetings, 
Board member candidates including the Chairman, fees and other 
remuneration of each Board member as well as remuneration for 
committee work, election of and remuneration for the auditor, and, 
to the extent deemed necessary, proposals for amendments of the 
instructions for the nomination committee.

At the annual general meeting of the Company held in 2016, the 
principles for Episurf’s nominating committee were decided, which 
shall be valid until changed by a future general meeting, as follows. 

The nomination committee shall consist of four members. 
The three, in terms of votes, largest shareholders/owner groups 
(the “Largest Owner”) as per 31 August the year prior to the next 
annual general meeting, according to ownership information in the 
share register maintained by Euroclear regarding the Company’s 
shareholders/owner groups or that in any other way, at such time, 
are proved to be one of the largest shareholders, are entitled to 
appoint one member each. In addition, the chairman of the board 
of directors shall be appointed as a member of the nomination 
committee. The Chairman of the board of directors shall convene 
the Largest Owners in the company by October 15th at the latest. If 
any of these waive their right to appoint a member to the nomina-
tion committee, the next largest shareholder/owner group in line 
shall be given the opportunity to appoint a member.  

The CEO or other member of the Company’s senior executives 
shall not be a member of the nomination committee. The chairman 
of the board of directors shall convene the nomination committee’s 
first meeting. 

The chairman of the board of directors shall not be appoint-
ed chairman of the nomination committee. The composition of 
the nomination committee shall be made public no later than six 
months before the annual general meeting. If it becomes known 

Corporate governance 
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that one of the shareholders who has appointed a member of 
the nomination committee, as a result of changes in the owner’s 
shareholding or due to changes in other owners’ shareholdings, 
is no longer among the Largest Shareholders, the member who 
was appointed by said owner shall, if the nomination committee so 
decides, resign and be replaced by a new member appointed by the 
shareholder who at the time is the largest registered shareholder 
who has not already appointed a member of the committee. 

If the registered ownership structure is otherwise significantly 
changed before the nomination committee’s assignment is com-
pleted, the change in the composition of the nomination committee 
shall, if the committee so decides, take place in accordance with the 
above principles. 

Board of Directors
The Board of Directors’ responsibilities and work
The Board of Directors is the highest decision-making body after 
the shareholders at the general meeting. Members of the Board 
of Directors are normally appointed by the annual shareholders’ 
meeting for the period until the end of the next annual general 
meeting. According to the Company’s articles of association the 
board members which are appointed by the general meeting shall 
be no less than three and no more than eight with no deputies. 

The responsibility of the Board of Directors’ is governed by the 
Companies Act, the Company’s articles of association, the Code and 
the Board of Directors’ rules of procedure. The board of directors’ 
rules of procedure are revised annually and adopted by the inau-
gural board meeting every year. The rules of procedure govern the 
division of work between the members of the board of directors, 
the Chairman and the CEO. The board of directors also establishes 
rules of procedure for the committees of the board of directors as 
well as guidelines for the CEO.

The board of directors establishes the Company’s goals, strate-
gies, budget and business plan. The board of directors is respon-
sible for the Company’s organisation and administration and for 
ensuring the quality of its financial reporting and internal control. 
Furthermore, the board shall examine and approve the financial 
reports and establish significant policies and regulatory systems. 
The board of directors shall also resolve on decisions outside the 
scope of day-to-day management, such as major investments and 
changes. The board of directors shall monitor the company’s oper-
ations based on the established goals and guidelines. This work is 
governed by the Swedish Companies Act, the Articles of Associa-
tion, the Code and the board of directors’ procedural plan.

As of the date of this Prospectus, Episurf’s board of directors 
consists of six members, who are presented in Section “Board of 
directors, senior executives and auditors – members of the Board of 
Directors”.

The Company’s board of directors has been assessed to meet 
the independence requirements, as five of the six members are 
independent in relation to the company and its management and 
five of the six members are independent in relation to major share-
holders. Leif Ryd is not deemed to be independent in relation to the 
company and its management as he currently is as a consultant to 
the Company. Saeid Esmaeilzadeh is not deemed to be independ-
ent in relation to major shareholders as he is a major shareholder in 
the Company (through holdings via company). 

The chairman of the board of directors is appointed by the 
general meeting and the chairman shall ensure that the board of di-
rectors operates effectively and fulfil their duties in accordance with 
the Swedish Companies Act, the Company’s articles of association, 

the Code and the board of directors’ rules of procedure. Dennis 
Stripe is the chairman of the board of directors since 18 August 
2016.

The chairman shall, among other things, lead the board of direc-
tors, ensure that the board members continuously deepens their 
knowledge of the Company, receive input from the owners of the 
Company, make sure that the members of the board of directors 
regularly receive required information of the Company, work closely 
with the CEO of the Company, establish an agenda for the board 
of directors, and ensure that the board of directors decisions are 
implemented and that its work is evaluated. 

Board committees and committee work
Remuneration Committee
According to the Code, the members of the remuneration com-
mittee shall be independent in relation to the Company and the 
senior executives. The board of directors’ remuneration committee 
continuously evaluates the remuneration to senior executives in 
view of current market conditions. The Remuneration Committee 
currently consists of three members: Dennis Stripe, Christian 
Krüeger, Saeid Esmaeilzadeh, which are all considered to be inde-
pendent in relation to the Company and the senior executives. The 
remuneration committee’s main tasks are to (a) prepare the board 
of directors’ decisions on issues relating to compensation and other 
employment terms for the senior executives, (b) monitor and to 
evaluate current remuneration structures, remuneration levels and 
programs for variable remuneration to the senior executives and 
(c) to monitor and evaluate the outcome of variable compensation 
schemes and the Company’s compliance with remuneration guide-
lines adopted by the general meeting. During 2016, the Committee 
held three meetings

Audit Committee
Episurf deviates from the Code in that it has no specially appointed 
audit committee. Matters related to auditing are dealt with by the 
board of directors, see Section “Corporate Governance – General” 
above.

The CEO and other senior executives
The CEO is subordinated to the board of directors and is respon-
sible for the day-to-day management and operations of the Com-
pany. The division of work between the board of directors and the 
CEO is set out in the rules of procedure for the board of directors 
and the instructions for the CEO. 

The CEO is responsible for leading the operations according to 
the guidelines and directives submitted by the board of directors, 
which are subject to yearly revision. The CEO is also responsible for 
providing the board of directors with information and the neces-
sary documentation for decision making. The CEO leads the work of 
the other senior executives and makes decisions after consulting its 
members. Further, the CEO reports at board meetings and assures 
that members of the board of directors regularly receive the infor-
mation required to follow the Company’s financial position, results, 
liquidity and development.

The CEO and the other senior executives are presented in 
Section “The Board of Directors, senior executives and auditors – Senior 
executives”.
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General information
The Company’s shares may be issued in two classes. As of the date 
of this Prospectus, the Company’s registered share capital amounts 
to SEK 4,788,991.50 distributed among 3,400,871 A shares (ISIN: 
SE0003523869) and 12,548,933 B shares (ISIN: SE0003491562), cor-
responding to a total of 15,949,804 shares. The quota value of each 
share is SEK 0.3. Pursuant to Episurf’s current articles of associa-
tion, the share capital may not be less than SEK 1,920,000 and not 
more than SEK 7,680,000 represented by no less than 6,400,000 
and no more than 25,600,000 shares.1 

The Company’s B share is traded on Nasdaq Stockholm since  
11 June 2014 under the ticker symbol “EPIS B”.

The shares in the Company have been issued pursuant to 
Swedish law and are denominated in SEK. The shares have been 
fully paid and are freely transferrable. The shares are not subject 
to any offer pursuant to a mandatory bid, redemption rights or 
sell-out obligation. No public takeover offer has been made for the 
shares during the current or preceding financial year. The Compa-
ny’s shares are registered in a CSD register in accordance with the 
Swedish Act on Central Securities Depositories and the Accounting 
of Financial Instruments (Sw. lagen (1998:1479) om värdepapper-
scentraler och kontoföring av finansiella instrument). This register is 
managed by Euroclear Sweden AB. No share certificates have been 
issued for the Company’s shares.

The board of directors of the Company resolved on 18 January 
2017, subject to the subsequent approval by the general meeting, to 
increase the Company’s share capital through the Rights Issue. The 
board of director’s resolution was approved at the extraordinary 
general meeting held on 20 February 2017.

1 The extraordinary general meeting held on 20 February 2017 resolved to amend 
the articles of association of the Company with respect to the limits of the share 
capital and the number of shares in the Company. As of the date of this Prospec-
tus, the new articles of association have not been registered with the Swedish 
Companies Registration Office, see Section “Articles of Association” below for 
further information.

By way of the Rights Issue, assuming full subscription, the 
Company’s share capital is increased with SEK 4,788,991.50 from 
SEK 4,788,991.50 to SEK 9,577,983 and the number of shares will 
increase with 3,400,871 A shares to a total of 6,801,742 A shares 
and with 12 548 933 B shares to a total of 25,097,866 B shares. 
Hence, after the Rights Issue has been completed, and if fully 
subscribed, the total number of shares in the Company will amount 
to 31,899,608.

Certain rights attached to the shares
The new shares are A shares and B shares. The rights associated 
with shares issued by the Company, including those pursuant to the 
articles of association, can only be amended in accordance with the 
procedures set out in the Swedish Companies Act.

Voting rights 
At general meetings of shareholders, each A share has a voting right 
of one vote per share and each B-share has a voting right of three 
votes per share. Each shareholder is entitled to vote for the full 
number of shares such shareholder holds in the Company.

Preferential rights to the Shares
If the Company issues new shares, warrants or convertibles in a 
cash issue or a set-off issue (Sw. kvittningsemission), shareholders 
shall, as a general rule, have preferential rights to subscribe for 
such securities in proportion to the number of shares held prior to 
the issue. Nothing in the Company’s articles of association restricts 
its possibility, pursuant to the provision of the Swedish Companies 
Act, to issue new shares, warrants or convertibles with deviation 
from the shareholders’ preferential rights.

Rights to dividends and balances in case of liquidation 
All shares carry equal rights to dividends as well as to the Compa-
ny’s assets and potential surpluses in the event of liquidation.

Share capital and ownership structure
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Date Event

Changes in 
number of 

shares

Number of 
shares of 

class A

Number of 
shares of 

class B

Total number 
of shares after 

the event
Quota value 

(SEK)

Share capital 
after the 

event (SEK)

2014-01-28 Conversion of shares –373,362 (A)
+373,362 (B)

2,270,521 5,683,465 7,953,986 0.3 2,386,196

2014-03-27 Conversion of shares – 500,000 (A)
+ 500,000 (B)

1,770,521 6,183,465 7,953,986 0.3 2,386,196

2014-04-07 Issue of shares +2,593 (B) 1,770,521 6,186,058 7,956,579 0.3 2,386,974

2014-10-20 Conversion of shares –9,188 (A)
+9,188 (B)

1,761,333 6,195,246 7,956,579 0.3 2,386,974

2015-03-13 Conversion of shares –20,105 (A)
+20,105 (B)

1,741,228 6,215,351 7,956,579 0.3 2,386,974

2015-06-04 Issue of shares +16,877 (B) 1,741,228 6,232,228 7,973,456 0.3 2,392,037

2015-08-20 Conversion of shares –11,687 (A)
+11,687 (B)

1,729,541 6,243,915 7,973,456 0.3 2,392,037

2015-09-09 Issue of shares +16,393 (B) 1 729,541 6,260,308 7, 989,849 0.3 2,396,955

2015-09-15 Issue of shares +1,550,892 (A)
+5,366,515 (B)

3,280,433 11,626,832 14,895,569 0.3 4,472,177

2015-09-23 Issue of shares +190,336 (A)
+865,713 (B)

3,470,769 12,492,536 15,963,305 0.3 4,788,991.5

2016-03-01 Conversion of shares –33,048 (A)
+33,048 (B)

3,437,721 12,525,584 15,963,305 0.3 4,788,991.5

2016-05-20 Conversion of shares –5,747 (A)
+5,747 (B)

3,431,974 12,531,331 15,963,305 0.3 4,788,991.5

2016-06-03 Reduction of the  
share capital1)

–13,501 (B) 3,431,974 12,517,830 15,949,804 0.3 4,784,941.2

2016-06-03 Bonus issue – 3, 431,974 12,517,830 15,949,804 0.3 4,788,991.5

2016-07-29 Redemption of shares –13,510,(B) 3,431,974 12,517,830 15,949,804 0.3 4,788,991.5

2016-09-21 Conversion of shares –167,(A)
+167,(B)

33,431,807 12,517,997 15,949,804 0.3 4,788,991.5

2016-11-03 Conversion of shares –30,936,(A)
+30,936,(B)

3,400,871 12,548,933 15,949,804 0.3 4,788,991.5

The Rights Issue2) +3,400,871,(A)
+12,548,933,(B)

6,801,742 25,097,866 31,899,608 0.3 9,577,983

1) The annual general meeting of 2016 resolved on a reduction of the share capital by SEK 4,050.30 for allocation to the unrestricted shareholders’ equity with a retire-
ment of 13,501 B shares. The B shares were issued to Michael McEwan in accordance with a resolution at the annual general meeting of 2015. In connection with him 
leaving his position as COO of Episurf in August 2015 he returned the said shares to the Company. In connection to the resolution on a reduction of the share capital, the 
extra general meeting also resolved on an increase of the share capital of SEK 4,050.30 through a bonus issue. 

2) The changes in the share capital and number of shares have been stated as if the Rights Issue is fully subscribed for.

Share capital development
The table below summarises the historic development in the Company’s share capital since the financial year of 2014, as well as the  
changes in the number of shares and the share capital that will be made in connection with the Rights Issue.

Warrants and convertibles 
As of the date of this Prospectus, the Company has issued a total of 
151,600 warrants to ensure delivery of shares under the Employee 
Stock Option Programme. The warrants are held by Episurf Oper-
ations AB, a wholly-owned subsidiary of the Company. Apart from 
the foregoing, Episurf has no outstanding convertibles or other 
financial instructions which would, if they were exercised, have a 
dilutive effect for the shareholders of the Company.

For more information regarding the Employee Stock Option 
Programme, see Section “The Board of Directors, Senior Executives 
and Auditors – Incentive programme” above.

Authorisations
The annual general meeting, held on 24 May 2016, resolved to author-
ise the board of directors, at one or more occasions for the period 
until the next annual meeting, to issue new shares, with or without 
deviation from the shareholders’ preferential rights, within the limits as 
set out in the articles of association, against payment in cash or in kind.

Ownership structure
The table below shows the ten largest shareholders of the Com-
pany as at 20 February 2017 with changes known to the Company 
thereafter.

Shareholder
Number of 

A-shares

Number 
of B- 

shares

Percen-
tage of 
capital

Perc-
entage  

of votes

Serendipity Ixora AB 2,822,563 0 17.7 37.22

Nordea Investment 
Funds 56,033 1,081,815 7.1 5.49

Gile Medicinkonsult 
AB 254,945 128,454 2.4 3.93

Försäkringsaktiebola-
get, Avanza Pension 0 698,119 4.4 3.07

Rhenman Healthcare  
L/S Fund 0 688,178 4.3 3.02

AMF – Försäkring och 
Fonder 0 620,224 3.9 2.73

LMK Forward AB 0 600,000 3.8 2.64
Mikael Lönn 106,179 280,000 2.4 2.63

Kaupthing HF 0 501,334 3.1 2.2

Swedbank Försäkring 0 399,518, 2.5 1.76

Total amount of 
shares, 10 largest 
shareholders 3,239,720 4,997,642 51.6 64.7
Total amount of 
shares, others 161,151 7,551,291 48.4 35.3
Total amount of 
issued shares 3,400,871 12,548,933 100 100
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Shareholders’ agreements
As far as Episurf’s board of directors is aware, no shareholder 
agreements or other arrangements exist between the Company’s 
shareholders with the objective of creating a joint influence over 
the Company. Furthermore, the Company’s board of directors is not 
aware of any other arrangements or similar that may lead to that 
the control of the Company is altered. 

Dividends and dividend policy
General
Shareholders will be entitled to receive future dividends provided 
that dividends have been declared. All shares carry equal rights to 
dividends and to the Company’s assets and potential surplus in the 
event of liquidation. During the period from 1 January 2014 up until 
and including the date of this Prospectus, no dividend has been 
paid. 

Dividend policy
The Company currently does not have a dividend policy.

Legal requirements
The declaration of dividends or other capital distributions by 
Swedish companies is decided by the shareholders’ meetings. 
Dividends or other capital distributions may only be declared to the 
extent that there is unrestricted equity (Sw. fritt eget kapital) avail-
able, meaning that there must be full coverage for the company’s 
restricted equity (Sw. bundet eget kapital) after the distribution. Re-
stricted equity includes, among other things, the company’s share 
capital and its statutory reserve. In addition to the requirement re-
garding full coverage for the company’s restricted equity, dividends 
or other capital distributions may only be declared to the extent 

that such declaration is prudent, taking into consideration: (a) the 
demands with respect to the size of the equity which are imposed 
by the nature, scope and risks associated with the operations of the 
company and, if applicable, the group; and (b) the need to strength-
en the balance sheet, liquidity and financial position of the company 
and, if applicable, the group.  

Other information
Dividends will normally be paid to shareholders in cash on a per 
share basis through Euroclear, but may also be paid in kind. On the 
record date established by the shareholders’ meeting, all share-
holders recorded as owners of shares in the register of sharehold-
ers maintained by Euroclear will be entitled to receive dividends. 
Shareholders who do not have an account for receipt of dividend 
in SEK should consult their respective banks regarding dividend 
payment currency. 

If a shareholder cannot be paid through Euroclear, such share-
holder still retains its claim to the dividend amount, and the claim 
remains against the Company subject to a statutory limitation of ten 
years. Should the claim become barred by the statute of limitations, 
the dividend amount is forfeited to the Company. 

Neither the Swedish Companies Act nor the Company’s articles 
of association contain any restrictions regarding dividend rights of 
shareholders resident outside Sweden. Subject to any restrictions 
imposed by banks or clearing systems in the relevant jurisdiction, 
payments to such shareholders are made in the same manner 
as for shareholders resident in Sweden. However, payments to 
shareholders not resident in Sweden for tax purposes are normally 
subject to Swedish withholding tax, see section “Certain tax issues in 
Sweden”.
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Articles of Association of Episurf Medical AB (publ), corporate 
identification number 556767-0541. Adopted at the extra general 
meeting held on 20 February 2017. 

§ 1 Company Name
The name of the Company is Episurf Medical AB. The Company is a 
public company.

§ 2 Registered Office
The registered office of the Company shall be in the municipality of 
Stockholm.

§ 3 Operations
The objective of the Company is to conduct research, development 
and commercialization of materials for medical applications as well 
as other activities compatible therewith.

§ 4 Share capital
The share capital of the company shall be no less than SEK 
4,500,000 nor exceed SEK 18,000,000.1 

§ 5 Number of shares
The number of shares issued shall be no less than 15,000,000 and 
no more than 60,000,000.2 

§ 6 Classes of shares
The shares may be issued in two classes, class A and class B. Each 
share of class A entitles to three (3) votes and each share of class B 
to one (1) vote.
Class A and class B shares can each be issued up to the maximum 
number equivalent to 100 percent of the total share capital.

Class A and class B shares carry equal rights to participate in the 
Company’s assets and profit.

Should the Company decide to issue new shares shares by 
means of a cash issue or an issue against payment through set-off 
of claims, the holders of Series A and Series B shares shall have 
a preferential right to subscribe to new shares of the same type 
in relation to the number of shares previously held by the holder 
(primary preferential right). Shares not subscribed to through 
a preferential right shall be offered to all shareholders for sub-
scription (subsidiary preferential right). If shares thus offered for 
subscription are insufficient for the subscription that takes place 

1 The extraordinary general meeting held on 20 February 2017 resolved to amend 
the limits for the share capital so that the share capital shall amount to no less 
than SEK 4,500,000 and no more than SEK 18,000,000. As per the Date of this 
Prospectus, the amendment has not been registered with the Swedish Compa-
nies Registration Office.

2 The extraordinary general meeting held on 20 February 2017 resolved to amend 
the limits for the number of shares in the Company so that the number of shares 
shall be no less than 15,000,000 and no more than 60,000,000. As per the Date 
of this Prospectus, the amendment has not been registered with the Swedish 
Companies Registration Office.

through a subsidiary preferential right, the shares shall be divided 
among subscribing parties in relation to the previous shareholding. 
To the extent this cannot take place, the shares shall be divided by 
the drawing of lots.

Should the Company decide to issue either Series A or Series 
B shares, all shareholders, regardless of whether their shares are 
class A or class B, shall be entitled to subscribe to new shares in 
relation to the number they held previously.

The aforementioned does not entail any limitation on the 
possibility of passing a resolution regarding a cash issue or an issue 
against payment through set-off of claims that deviates from the 
shareholders’ preferential right.

The stipulations regarding preferential rights shall apply mutatis 
mutandis for new issues of warrants and convertible debt.

If the share capital is increased by a bonus issue, where new 
shares are issued, new shares of Class A and Class B shall be issued 
in relation to the number of shares of the same classes already 
held. In such cases, old shares of a specific class shall entitle to new 
shares of the same class. Following a requisite amendment in the 
Articles of Association, the aforementioned does not entail any 
limitation on the possibility of passing a resolution to issue shares 
of a new class by a bonus issue.

It is possible to reclassify class A shares into class B shares in the 
order stated below.

A request to convert shares shall be made in writing to the 
Company’s board of directors. In this context, the shareholder shall 
state how many shares the party wishes to convert. Immediately 
thereafter, the reclassification shall be reported to the Swedish 
Companies Register (Sw.Bolagsverket) for registration. The reclassi-
fication is effected when it has been registered and the reclassifica-
tion has been noted in the share register or in the CSD Register.

§ 7 Board of Directors
The Company’s board of directors shall consist of a minimum of 3 
and a maximum of 8 Directors.

§ 8 Auditors
For the auditing of the annual report and the accounts as well as 
of the management of the board of directors and the managing 
director, one or two auditors, with or without deputy auditors, or a 
registered public accounting firm shall be appointed.

§ 9 Notice of General Meeting
Notice of a General Meeting of Shareholders shall be provided in 
the form of announcements in the Swedish Official Gazette (Post- 
och Inrikes Tidningar) and on the Company’s website. It shall be 
published in Dagens Industri that notice of a General Meeting has 
been given.

Articles of association
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§ 10 Participation in General Meetings
A shareholder, who wants to take part in the negotiations at a Gen-
eral Meeting, must be registered in a transcript or other presenta-
tion of the share register relating to the facts which were recorded 
five weekdays before the General Meeting and must give notice to 
the company not later than the day mentioned in the notice con-
vening the meeting. The last mentioned day must not be a Sunday, 
any other public holiday, a Saturday, Midsummer Eve, Christmas Eve 
or New Year’s Eve and must not fall earlier than on the fifth weekday 
before the General Meeting.

At the General Meeting, a shareholder is entitled to be accom-
panied by one or two assistants; however, only if the shareholder 
gives notice hereof to the company according to what is prescribed 
in the previous paragraph.

§ 11 General Meeting
The Company shall have an Annual General Meeting, which is to be 
held within six (6) month from end of the financial year.

The following items of business shall be addressed at the Annual 
General Meeting:
1. Election of Chairman of the Meeting.
2.  Preparation and approval of the list of shareholders entitled to 

vote at the Meeting.
3. Election of one or two persons to approve the minutes.
4. Approval of the agenda.
5. Determination of whether the Meeting has been duly convened.
6.  Presentation of the annual report and the auditors’ report, and, 

where applicable, presentation of the consolidated financial 
accounts and the auditor’s report on the consolidated financial 
accounts of the Corporate Group.

7. Resolutions with respect to
(a)   the adoption of the income statement and balance sheet and, 

where applicable, the consolidated income statement and 
consolidated balance sheet;

(b)   appropriation of the Company’s profit or loss in accordance 
with the adopted Balance Sheet; and

(c)   the discharge of the members of the board of directors and 
the Managing Director from personal liability for the financial 
year.

8. Resolution with respect to the number of Directors.
9.  Determination of the fees to be paid to members of the board of 

directors and the auditor.
10.  Election of the members of the board of directors and ap-

pointment of one or two auditors and any deputy auditors or a 
registered public accounting firm.

11. Resolution with respect to the nomination committee.
12.  Resolution with respect to guidelines for remuneration of key 

employees and executives.
13.  Other business to be addressed by the Meeting in accordance 

with the Swedish Companies Act.

§ 12 Financial Year
The company’s financial year shall be 01/01 – 12/31 each year.

§ 13 Record date provision
The shareholder or nominee who on the record date is registered 
in the share register and in a central securities depository register 
pursuant to Chapter 4 of the Financial Instruments Accounts Act 
(1998:1479) or any person who is registered in a central securities 
depository account pursuant to Chapter 4, Section 18 paragraph 
6–8 of the mentioned Act, shall be deemed to be authorised to ex-
ercise the rights set out in Chapter 4, Section 39 of the Companies 
Act (2005:551).
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General 
The Company’s business is conducted in accordance with the Swed-
ish Companies Act. The Company is a Swedish public limited liability 
company (Sw. publikt aktiebolag) incorporated on 30 September 
2008 and registered with the Swedish Company Registration Office 
(Sw. Bolagsverket) on 6 October 2008. The Company’s corporate 
identification number is 556767-0541. The Company’s current 
name, Episurf Medical AB (publ), was registered on 24 May 2010. 
The Company’s office is situated in Stockholm, Sweden.

The Group 
The structure of the Group is described in the figure below, setting 
forth the ownership of the subsidiaries, including information on 
the Group Companies’ name, corporate identification number and 
registered office. 

Legal considerations and supplementary  
information

Episurf Medical AB (publ)
Stockholm, Sweden

(556767-0541)

Episurf IP-Managment AB
Stockholm, Sweden

(556921-7774)

Episurf Operations AB
Stockholm, Sweden

(556921-7739)

Episurf Europe AB
Stockholm, Sweden

(556921-7721)

Episurf DE GmbH
München, Germany

(HRB 218113)

Episurf UK Ltd
Lincoln, UK
(09548146)

100 % 100 % 100 %

100 %

100 %

Material agreements
Since Episurf is a research and development company with a limited 
organisation and the Company is thus dependent on a number of 
material agreements with suppliers and service providers. For a 
description of the risks related to this matter, see “Risk factors” – “Risks 
related to Episurf Medical and the business”. Except for agreements 
with consultants and agreements related to the daily operation of 
the Company’s business, the below described agreements are of 
material importance for Episurf. 

Manufacturing agreements
Episurf’s has entered into various agreements in relation to the 
manufactures of the Company’s products. The manufacturing 
agreements regulate different steps in the manufacturing process. 
In addition to agreements regulating the manufacture of the Com-
pany’s products, the Company has also entered into agreements 
with suppliers which are providing services such as sterilisation and 
packaging of products. The supply agreements include provisions 
regulating price, delivery commitments, confidentiality and liability. 
Furthermore, as regards the manufacturing agreements, such 
agreements contain specific provisions stating that the manu-
facturer is aware of the fact that Episurf’s products are individu-

ally customised for each patient and hence delivery time of the 
products is of importance and it is of importance that any delays 
in the manufacturing of the products are prevented. Furthermore, 
Episurf enters into quality agreements with the suppliers in order to 
guarantee the quality of the delivered products and to regulate and 
clarify the responsibilities between Episurf and the specific supplier. 

Consultant agreement
The Company has entered into a consultancy agreement with 
Gile Medicinkonsult AB, which is wholly owned by the Company’s 
shareholder and member of the board of directors, Leif Ryd. The 
consultancy agreement may be terminated by either party giving 
three months’ notice. For further information, see Section “Transac-
tions with related parties”. 

Intellectual property
Episurf invests heavily in research and development of existing and 
future products. Patent protection is thus material for Episurf’s 
business since the development processes of products often are 
long and the investments made into the research and development 
are significant. Therefore, Episurf is to a large extent dependent on 
its patents and the protections of its intellectual property. Episurf 
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Patent family title Countries and regions – granted patents

Countries and 
regions – pending 
applications

Approximate 
patent expiry

Surgical kit for cartilage repair comprising 
implant and set of tools

US, Japan, Sweden, France, Italy, Switzerland,  
UK and Germany

2030

Method of designing a surgical kit for cartilage 
repair joint

US, Japan, Switzerland, Germany, France, UK, I 
taly and Sweden

2030

System of manufacturing a surgical kit for 
cartilage repair in a joint

US, Japan, France, Italy, Switzerland, Germany,  
UK and Sweden

2031

An implant for cartilage repair comprising an 
extending post

France, Switzerland, UK and Germany 2031

An implant for cartilage repair Japan, Sweden, France, Italy, Switzerland,  
UK and Germany 

US 2031

Modular surgical kit for cartilage repair Australia, Switzerland, Belgium, Germany,  
Denmark, France, UK, Italy and Sweden 

China, US 2032

Implant specific drill bit US Australia, China and 
the EPO

2032

files for patent protection for existing and future products and 
methods and Episurf is systematically expanding its patent portfo-
lio. As per the date of this Prospectus, Episurf holds approximately 
60 granted patents divided into ten patent families in countries and 
regions around the world such as Europe, the U.S., Japan and Aus-
tralia. Furthermore, the Company has, as per the date of this Pro-
spectus, approximately 40 pending patent application in relation to 
approximately ten new innovations developed by the Company. 

Since Episurf is continuously developing its products and 
methods, new patent applications are filed continuously in order 
to certify a certain level of protection of new technology and 
methods developed by the Company. The Company involves 
patent attorneys in order to file patent applications around the 
world. Such patent attorneys help the Company to ensure that 
the Company’s innovations are described in a correct manner 

and that the language as well as the form of the application is 
adapted for the relevant patent office. The Company may in some 
cases decide to revoke a patent application if an application in 
the initial phase of the application process is no longer consid-
ered to generate the expected value or protection level of the 
relevant product, or if the product is no longer considered to be 
of importance to the Company’s business.

Overview of Episurf’s patent families
The table below sets out information regarding Episurf’s most im-
portant patents, divided into patent families, as per the date of this 
Prospectus. The table below includes information on the title of the 
patent family, in which countries and regions the patents have been 
granted and the year of the patent protections approximate expiry. 

Insurance cover
The Group holds insurances regarding property, liability and prod-
uct liability. According to the board of directors’ assessment, the 
current insurance coverage, including insurance level and insuranc-
es terms and conditions, provides an adequate level of protection 
with regards to insurance premiums and the potential risks that 
the Company is exposed to. However, the Company is not able to 
guarantee that any losses will not occur or that a claim not will be 
brought on the Company which will not be covered by the existing 
insurance coverage. 

Disputes  
The Group is not, and has not been during the past twelve months, 
party to any legal proceedings that have had, or could have, a mate-
rial adverse effect on the Group’s earnings or financial position. 

Transactions with related parties
During the period from the beginning of the financial year 2014 and 
up until the date of this Prospectus, except from what is mentioned 
below, no transaction has been carried out between the Group and 
related parties.

The shareholder and member of the board of directors, Leif Ryd, 
has received consultant fees of SEK 1,890,000 during the period 
1 January 2014 up until 31 December 2016. The former member 
of the board of directors, Jeppe Magnusson, received consultant 
fees amounting to SEK 10,000 during 2014. The consultant fees 

relates to consultant services rendered by the Company in relation 
to issues where the board members’ special competence has been 
required. The Company’s assessment is that the consultation fees 
have been on market term. 

During the period 1 January 2014 up until 31 December 2016, 
the Company has paid consultant fees amounting SEK 1,630,131 to 
Serendipity Professionals AB, SEK 1,651,506 to Serendipity Commu-
nications AB, and SEK 50,000 to Serendipity Legal AB. Serendipity 
Professionals AB, Serendipity Communications AB and Serendipity 
Legal AB are affiliates of Episurf’s largest shareholder Serendipity 
Ixora AB (publ). The Company’s assessment is that the consultant 
fees have been on market terms. 

For further information regarding remuneration to members of 
the Board of Directors and senior executives, refer to Section “The 
Board of Directors, senior executives and auditors – Remuneration to 
the members of the Board of Directors and senior executives”.

Subscription and Guarantee commitments 
Subscription Commitments
The shareholders Serendipity, holding 2,822,563 A shares (corre-
sponding to approximately 17.7 percent of the shares and approxi-
mately 37.2 percent of the votes in the Company), and LMK, holding 
600,000 B shares (corresponding to approximately 3.8 percent of 
the shares and 2.6 percent of the votes) have undertaken to sub-
scribe and pay for their respective pro rata parts of the Rights Is-
sue. Episurf’s Acting CEO and CFO Pål Ryfors and certain other key 
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Shareholder/Guarantor
Amount subscription  

commitments (SEK)
Amount guarantee  

commitments (SEK)
Total commitment  

amount (SEK)

Erik Penser Bank AB (publ)1) - 24,093,853 24,093,853
Serendipity Ixora AB (publ)2) 21,169,223 - 21,169,223

LMK Venture Partners AB3) - 20,000,000 20,000,000

Färna Invest AB4) - 10,000,000 10,000,000

Tedde Jeansson55) - 10,000,000 10,000,000

Göran Källebo5) - 5,000,000 5,000,000

Per Vasilis6) - 5,000,000 5,000,000

LMK Forward AB6) 4,500,000 - 4,500,000

Pål Ryfors5) 122,948 - 122,948

Göran Martinsson5) 63,300 - 63,300

Katarina Flodström5) 30,000 - 30,000

Ladan Amiri5) 11,595 - 11,595

Jeanette Spångberg5) 9,083 - 9,083

Total amount 25,906,150 74,093,850 100,000,000

Part of Rights Issue 21.7 % 61.9 % 83.6 %

1) P.O Box 7405, SE-103 91 Stockholm.
2) Stureplan 15, SE-111 45 Stockholm.
3) P.O. Box 2025, SE-220 02 Lund.
4) c/o Systemair AB, Industrivägen 3, SE-739 30 Skinnskatteberg.
5) Can be reached through the Company’s address, Karlavägen 60, SE-115 42 Stockholm, Sverige.
6) P.O. Box 2025, SE-220 02 Lund.

Exemption from the Swedish Securities Council
Serendipity currently holds, pursuant to an exemption granted 
by the Swedish Securities Council (Sw. Aktiemarknadsnämnden), 
approximately 37 percent of the votes in Episurf. Serendipity has 
undertaken to subscribe and pay for its pro rata part of the Rights 
Issue. The Swedish Securities Council has granted Serendipity an 
exemption from the mandatory bid rules if Serendipity’s share of 
the votes in the Company increases due to Serendipity’s subscrip-
tion of its pro rata part of the Rights Issue.

Documents incorporated by reference
The following documents, which all have been published on the 
Company’s website http://episurf.com/investors/reports/ prior to 
this Prospectus, are incorporated by reference and are thus part of 
this Prospectus.
1.  Income statement on page 46, balance sheet on page 47, cash 

flow statement on page 49, notes on pages 54-65 and the audit 
report on page 67 of Episurf’s audited annual report for the 
financial year of 2014.

2.  Income statement on page 51, balance sheet on page 52, cash 

flow statement on page 54, notes on pages 59-72 and the audit 
report on pages 74-75 of Episurf’s audited annual report for the 
financial year of 2015.

3.  Income statement on page 10, balance sheet on page 11, cash 
flow statement on page 13 and notes on page 18 of Episurf’s 
unaudited year-end report for the financial year of 2016. The 
sections of the financial information which have not been incor-
porated by reference are either not relevant to an investor or 
available elsewhere in the Prospectus.

Documents available for inspection 
Copies of the following documents are available for inspection 
throughout the period of validity of this Prospectus at the Compa-
ny’s head office at Karlavägen 16, SE-115 42 Stockholm, Sweden, 
during regular office hours on weekdays.
1. The articles of association of the Company.
2.  Episurf’s annual reports for the financial years of 2014 and 2015 

(including audit reports).
3. Episurf’s year-end report for the financial year of 2016.
The documents above will also be available electronically on the 
Company’s website www.episurf.com.

employees, set forth in the table below, have also undertaken to 
subscribe and pay for their respective pro rata parts of the Rights 
Issue. In total approximately SEK 25.9 million or 21.7 percent of the 
maximum Rights Issue proceeds are covered by these Subscription 
Commitments. No fees are payable for the Subscription Commit-
ments. The Subscription Commitments were entered into on 18 
January 2017. The shareholders who have entered into the Sub-
scription Commitments have undertaken towards the Company not 
to sell, transfer or lend their respective shares from and including 
the date of the Subscription Commitments up until and including 
the record date of the Rights Issue.

Guarantee Commitments
In the event not all shares are subscribed for in the Rights Issue, the 
Guarantors have undertaken to subscribe for new shares not sub-
scribed for in the Rights Issue to such extent that the Rights Issue 
is subscribed for up to SEK 100 million, provided however that the 
Guarantors commitment shall not exceed approximately SEK 74.1 
million. The Guarantee Commitments correspond to approximately 
SEK 74.1 million or 61.9 percent of the maximum issue amount. The 
Guarantors will be entitled to remuneration for their Guarantee 
Commitments corresponding to 6.5 percent of the guaranteed 
amount. The total remuneration amounts to approximately SEK 
4.8 million. The Guarantee Commitments were entered into on 18 
January 2017.
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Taxation on divestment of shares
Individuals
For individuals, capital gains on listed shares are taxed as capital 
income at a tax rate of 30 percent. Capital gains and capital losses 
on disposal of shares are normally calculated as the difference 
between the sales proceeds, less the acquisition- and sales costs. 
The acquisition cost of all shares of the same class and type is 
calculated in accordance with the average cost method. As an 
alternative, the tax basis may be determined as 20 percent of the 
sales proceeds after deduction of sales costs. A capital loss on the 
disposal of listed shares is fully deductible from taxable capital 
gains from other market-listed shares and ownership rights, except 
for shares in such investment funds that consist solely of Swedish 
receivables. Capital losses that cannot be offset according to the 
above are deductible at a rate of 70 percent against other capital 
income. If the net result is a capital loss, a tax reduction is grant-
ed against municipal and national income tax, as well as against 
property tax and municipal property charges. A tax reduction of 30 
percent is allowed on net losses that do not exceed SEK 100,000 
and 21 percent on the remaining loss. Net losses incurred in one 
year cannot be carried forward to subsequent years. 

Limited liability companies
Limited liability companies are taxed on its worldwide income at a 
tax rate of 22 percent. Capital gains and capital losses are calculat-
ed in the same manner as set forth above with respect to individ-
uals. Deductions for capital losses on shares are normally granted 
solely against capital gains on shares and other ownership rights. If 
certain conditions are met , capital losses may also be offset against 
capital gains arising in companies within the same group, subject 
to the condition that tax deductible group contributions (Sw. kon-
cernbidrag) are permissible between the companies and that both 

companies openly discloses the tax treatment in the same financial 
year. Capital losses that cannot be used in a given tax year may be 
carried forward and offset against capital gains on shares and own-
ership rights in subsequent tax years without any time limitations.  
Shares qualifying under the participation exemption regime, i.e. 
shares held for business purposes, are subject to specific rules.

Taxation on exercise and divestment  
of subscription rights
Subscription rights exercised to subscribe to New Shares are not 
subject to taxation. Holders of subscription rights who do not 
wish to exercise their preferential right to participate in the Offer 
and who sell their subscription rights must report capital gains for 
taxation. Subscription rights based on shareholding in Episurf are 
considered to have been acquired for SEK 0. Consequently, the 
entire amount of the sales proceeds, less sales costs, must be re-
ported for tax purposes. The acquisition cost of the original shares 
is not affected. When the subscription rights in Episurf are acquired 
in other ways than through participation in the Rights Issue, the 
consideration for the rights will comprise the acquisition costs 
when calculating the tax base. 

Taxation of dividends
For individuals, dividends on listed shares are taxed as capital 
income at a tax rate of 30 percent. For limited liability companies, 
dividends are taxed at the corporate tax rate of 22 percent. Shares 
qualifying under the participation exemption regime, i.e. shares 
held for business purposes, are subject to specific rules. The same 
applies with regard to shares in closely held companies. Preliminary 
tax on dividends is withheld by Euroclear or, regarding nomi-
nee-registered shares, by the nominee. The Company is not respon-
sible in the event of any tax being withheld. 

Certain tax issues in Sweden 

The following is a summary of certain Swedish tax rules that may become relevant in relation to the Offer. 
The summary is intended for shareholders who are tax residents in Sweden. The summary does not claim 
to be exhaustive and does not cover situations where the shares are held by partnerships or as current 
assets in a business operation. Moreover, this summary does not cover specific regulations governing 
tax-exempt capital gains (including non-deductible capital losses) or dividends paid in the corporate sector 
that may become applicable for investors holding shares that are considered participation shares (Sw: 
näringsbetingade andelar). Nor does it cover specific regulations that apply to qualified shares in closely 
held companies. Moreover, the summary does not address shares that are held in investment savings 
account which are subject to specific rules and are tax on a notional basis. Specific tax consequences may 
also arise for other categories of shareholders, such as investment companies, insurance companies and 
funds. Shareholders are recommended to consult a tax adviser regarding the tax consequences that may 
arise in each particular case, including the applicability and impact of foreign regulations and tax treaties. 
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Shareholders that are not tax residents in Sweden
Dividends from Swedish limited liability companies paid to 
non-Swedish tax residents are generally subject to 30 percent 
withholding tax. However this tax rate is potentially reduced for 
shareholders in jurisdictions with which Sweden has entered 
into tax treaties. The withholding tax is deducted by Euroclear on 
dividend payments or, in the case of nominee-registered holdings, 
by the nominee. In the event that 30 percent withholding tax is 
withheld when the dividend is paid to a person who is entitled to 
a lower tax rate or if withholding tax is otherwise withheld by an 
excessive amount, a refund may be claimed from the Swedish Tax 
Agency before the end of the fifth calendar year following the year 
when the dividend is paid.

Non-Swedish tax resident shareholders, which do not operate a 
business from a permanent establishment in Sweden, are normally 
not subject to tax in Sweden for capital gains upon a disposal of 
shares and other ownership rights. However, shareholders may 
become liable to taxation in the country in which they are domi-
ciled for the purpose of taxation there. Under specific legislation, 
Swedish non-tax resident individuals may become liable to taxation 
in Sweden on the divestment of certain securities, if they have been 
resident or lived permanently in Sweden at any time during the cal-
endar year when such disposal occurred or during the previous ten 
calendar years. However, to avoid double taxation, this rule may be 
limited through the application of tax treaties concluded between 
Sweden and other countries. 
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Glossary

ACI means an autologous chondrocyte implantation, a surgical 
technique that can be used in treatment of focal cartilage lesions. A 
two-stage cartilage cell transplantation procedure where cells are 
first harvested from the patient’s knee, allowed to grow, and at a 
second surgery implanted at the lesion site of the knee.

Arthritis see definition of OA.

Arthroscopy means an inspection of the inside of a joint with the 
help of an arthroscope. An instrument is introduced through a 
small cut to investigate the inside of the joint and possibly correct 
any problems (a type of keyhole surgery).

BMC means a bone-marrow concentrate, from blood generally har-
vested from the bone marrow of the iliac crest and concentrated, 
for use in one-step cartilage repair procedures for focal cartilage 
lesions.

Cartilage means the smooth, rubbery layer of shiny, white connec-
tive tissue that covers the end of bones at the joints. This tissue 
allows movement with low friction.

Cartilage defect of ICRS grade III means a cartilage lesion extend-
ing down>50% of cartilage depth and down to the underlying bone. 

Cartilage defect of ICRS grade IV means a Lesion through the 
cartilage and in the underlying bone.

CE marking means a manufacturer’s or importer’s declaration 
that a product meets the EU’s fundamental health, environmental 
and safety requirements. The product in question undergoes a 
conformity assessment by a Notified Body, which decides whether 
the product fulfils the applicable product requirements in the EU. A 
CE mark means that the manufacturer or importer has the formal 
approvals necessary to market and sell the product in the Europe-
an Economic Area.

Chondral defect means a cartilage defect, cartilage lesion.

Cobalt chrome means a metal alloy mainly consisting of cobalt and 
chromium, commonly used in knee prostheses.

Debridement means the removal of damaged tissue.

Degenerative origin means the condition in which the cells, tissues 
or organs deteriorate and lose function. In degenerative joint 
disease, the deterioration is due to wear, tear or breakdown of 
cartilage.

FDA means the US Food and Drug Administration.

Focal cartilage defect means a cartilage defect in a well-defined 
area.

Hyaline cartilage means a natural cartilage, found e.g. on the artic-
ular surfaces of bones.

Hydroxyapatite means a mineral that is the major component of 
human bone tissue and the main mineral of dental enamel and 
dentin.

IDE application means an investigational device exemption, allows 
an investigational device (i.e. a device that is the subject of a clinical 
study) to be used in order to collect safety and effectiveness data 
required to support a premarket approval (PMA) application or 
a premarket notification [510(k)] submission to Food and Drug 
Administration (FDA).

Invasive treatment alternative means treatments that require a 
surgical procedure.

IPR means intellectual property rights, the protections granted to 
the creators of trademarks, copyright, patents, industrial design 
rights, and in some jurisdictions trade secrets.

LMK means LMK Forward AB.

MACI means a Matrix-induced Autologous Chondrocyte Implanta-
tion, a surgical technique that can be used in treatment of focal car-
tilage lesions. A second generation of cell-based techniques where 
the patient’s own cells are expanded and placed onto a membrane 
that is, in a second surgery, implanted at the lesion site of the knee.

Microfracturing means a surgical technique that can be used in 
treatment of focal cartilage lesions in an attempt to stimulate the 
growth of new cartilage, a bone marrow stimulation technique.

Mosaicplasty means a surgical technique for treatment of cartilage 
and underlying bone defects where cylindrical bone and cartilage 
plugs are harvested from less weight-bearing surfaces of the knee 
joint and inserted into the damaged area. Also referred to as e.g. 
osteochondral autograft transfer.

MRI means a magnetic resonance imaging, a radiological medical 
imaging technique where images of the anatomy are acquired using 
a strong magnetic field.

OA means osteoarthritis, a type of joint disease that is character-
ised by pain and loss of joint function with varying destruction of 
joint cartilage and the underlying bone.

Orthopaedics means the medical specialty that focuses on injuries 
and diseases of the body’s musculoskeletal system. This complex 
system includes bones, joints, ligaments, tendons, muscles and 
nerves.

Osteochondral autograft transfer see definition of mosaicplasty.

Osteochondral defect means a lesion in the cartilage and the bone 
underlying the cartilage.

PMA process means a premarket approval, a FDA regulatory path-
way which is based on demonstrating the safety and efficiency of 
the product through adequate and well controlled clinical trials.

Prosthesis means an artificial device that replaces a missing or in-
jured body part, such as artificial arm or leg. The term prosthesis is 
used for certain of the implants that are used to repair joints, such 
as hip and knee prostheses.

TKA means a total knee arthroplasty, total knee joint replacement, 
which is a surgical procedure primarily used to relieve arthritis in 
which the knee joint is replaced with artificial parts (prostheses).

Traumatic defect means a damage caused by an outside force, 
such as fall injuries.

UKA means unicompartmental knee arthroplasty, partial knee joint 
replacement which is a surgical procedure primarily used to relieve 
arthritis in one of the knee compartments. Parts of the knee joint 
are replaced with artificial parts (prostheses).
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