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YEAR-END REPORT
JANUARY - DECEMBER 2012
Fourth quarter, October – December 2012
compared with 2011
» Income after financial items -5,916,563 SEK ( -3,103,074)
» Earnings per share -0.92 SEK ( -0.48)
					
Full year 2012 compared with 2011
» Income after financial items -15,769,779 SEK (-9,636,622)
» No. of shares at end of period 6,400,000 (6,400,000)
» Average No. of shares 6,400,000 (4,628,694)
» Earnings per share -2.46 SEK (-2.08)
» Shareholders´ equity per share 3.81 SEK (6.27 )
» Cash and cash equivalents at year-end amounted to 23 MSEK
» No. of employees at end of period 6 (4)
» Equity/assets ratio 87.4 % (95.2%)
					
Significant events, October – December 2012
» Episurf Medical announced that the company expects to receive
CE-marking one year sooner than planned. Hence, the company
expects to significantly bring forward the market introduction of
Episealer Knee®.

Significant events, full year 2012
» Episurf Medical filed an application to Läkemedelsverket, Swedish
Medical Products Agency (SMPA), concerning the initiation of the
first clinical trial.

» Episurf Medical announced the completion of a successful
surgery with the Episealer Knee® implant. The surgery was carried
out with implant and surgical tools uniquely designed for the patient
using Episurf Medical’s proprietary µiFidelity system. The surgery
was conducted in Stockholm by Dr. Nicolas Martinez Carranza
under the assistance of Dr. Leif Ryd, orthopaedic surgeon and
former professor at the Karolinska Institute and board member of
Episurf Medical.

» Three new PCT applications were filed in order to strengthen the
company’s patent portfolio.

» Episurf Medical appointed Peter Rautio sales manager. He will be
responsible for the sales of Episurf Medicals patient-specific
implants for early treatment of cartilages damages.
» Episurf Medical AB together with Avanza Bank carried through
the second of two distributions of ownership in the year, directed
towards the public in Sweden. The transaction added 180 new
shareholders.
» The board and the CEO proposed that no dividend be paid for
the financial year 2012-01-01 to 2012-12-31.
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» The development of the order management system µiFidlity was
completed.
» Two European patents were granted. The first concerns one of
the company’s core technologies, and the second provides
protection for the company’s design-technology for patient-specific
surgical tools and implants.
» Episurf Medical received approval from Läkemedelsverket (SMPA)
to initiate a clinical trial. The clinical trial concerns Episealer Knee®
and is conducted in collaboration with two orthopaedic clinics in
Sweden
» Medical appointed Anders Karlsson development manager for
optimization of the company’s software.

» In the first quarter, Episurf Medical AB together with Avanza Bank
carried through the first of two distributions of ownership directed
towards the public in Sweden. The first transaction generated 300
new shareholders.
» On two occasions, A-shares were transferred to B-shares. After
the first transaction in the second quarter, there were 3,375,903
A-shares and 3,024,097 B-shares in the company. The second
conversion of A- and B-shares was carried out in the third quarter.
The total number of shares in the company is 6,400,000,
3,367,049 A-shares and 3,032,951 B-shares.
» From the first quarter of 2012 the company’s development costs
will no longer be activated in the balance sheet but will be
accounted in the period when it arises. All the comparative amounts
have been adjusted. The accumulated effect of the change in the
accounting principle amounts to 8,339,589 SEK and has been
reported as equity.
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CEO’S COMMENTARY
The 14th December 2012 was a historic date for Episurf Medical.
For the first time, Episealer Knee Condyle® was implanted into a
patient. The surgery reportedly was a success from a surgical point
of view. It was conducted in Stockholm by Dr. Nicolas Martinez
Carranza under supervision of Dr. Leif Ryd, board member of
Episurf Medical.
The successful surgery is proof that our technology works. Our
objective is to provide safe treatment for individuals with an early
stage cartilage injury. Within the next decades we anticipate an
accelerating increase in the number of people in need of knee
prostheses. Our vision is to be able to treat cartilage damages in
the knee before the disease comes into full effect. This will allow
people to maintain their quality of life without compromising the
option of a full knee replacement later in life.
An eventful year
In October, we announced with great pleasure that the plans for
CE-marking the Episealer Femoral Condyle® were brought forward
to the spring of 2013. This is about one year earlier than previously
anticipated. We are now moving our focus from being a pure
research and development company towards production- and
marketing-related activities. Accordingly, two new appointments
were made in the autumn to reinforce sales and marketing as well
as production design and software development.
In August, Episurf Medical received approval from Läkemedelsverket (SMPA) to start a clinical trial. The trial, which is now ongoing,
concerns Episealer Knee® and is conducted in collaboration with
two orthopaedic clinics in Sweden.
We are currently focusing on the conversion from research and
development towards production, marketing and sales. We are
expanding our market channels and broadening the clinical
network e.g. by involving more senior surgeons from the Nordic
and other selected European countries. During the year, we have
had intense collaborations with orthopaedic surgeons and
specialists at our Epiconferences with many participants and a lot
of positive feed-back. The purpose of these conferences is to
collect feedback and create future collaboration possibilities for the
controlled product launch of Episealer Knee®. This gives us an
important head start, as we have been able to bring forward the
launch of Episealer Knee Condyle® significantly.

Among other high-lights during the year, two important patents
were granted; one for a medical implant and the second for
protection of the company’s design technology. We are also
adapting the technology to enable treatment of small and localized
cartilage damages in other joints than the knee.
Bringing Episurf Medical to commercialization
By entering the clinical phase, Episurf Medical has left the initial
development stage and is now preparing the launch of its first
product, the Episealer Knee Condyle®. After a little more than four
years of development, the first patient specific implant has been
inserted in humans. Further surgery is planned during spring 2013
with the last patient to be included during summer 2013. We will
then follow-up the progress, function and safety.
We are almost one year ahead of schedule in spite of maintaining
a tight spending control. During spring 2013 we expect to obtain
the CE-marking of the Episealer Knee Condyle®, an important
milestone for the company. From that moment onward the implant
can be made available to orthopaedic surgeons across the
European Union.
We are very cautious to deliver quality and provide maximum safety
for patients and surgeons. Thus, we will launch the Episealer Knee
Condyle® gradually and under controlled conditions. We are now
preparing the product launch with a selected few, well-qualified
orthopaedic surgeons throughout Europe. We will provide productspecific training and closely monitor the adaption of the technology.
We are currently focusing on the selection of orthopaedic surgeons
and orthopaedic sites.
In addition, discussions have been initiated with several players in
the European markets regarding sales and distribution. In the year,
we also plan to launch one or two new products. During 2013, we
are bringing Episurf Medical into the first phase of commercialization.
Our main focus will be on ongoing clinical trial, the upcoming
controlled product launch, CE-marking of additional products,
enhancements in the production process as well as further market
preparatory activities before the large scale market launch in 2014.
This is an exciting new phase for the company that I am very much
looking forward to.

Nina Bake, President, Episurf Medical AB
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EPISURF MEDICAL AB (publ.)
Vision
Episurf Medical’s vision is to be a pioneer in innovating and in
providing easy-to-use, effective patient specific treatments for
people with painful joints.
Mission
We know that all patients are unique; therefore, we make individually
customized implants – perfectly personalized for each patient. In
doing so, we believe that we can improve the outcome for the
patients.
Business idea
Episurf Medicals business idea is to develop, manufacture and
commercialize solutions for the repair of local cartilage damage in
human joints.
Strategy
Episurf Medical’s strategy is to develop and commercialize costeffective solutions for repair of local cartilage damages.
The strategy aims at treating patients suffering from early stage
cartilage lesions, in order to allow maximum quality of life as well as
flexibility for treatment options later in the patients’ lives.
The Episurf Medical method
Every patient is unique. Therefore, Episurf Medical designs patientspecific implants and surgical instruments specifically manufactured
for each surgery. Surgeons are provided with kits that are uniquely
tailored to each patient’s joint anatomy, damage position and size
of injury.
Using customized tools during surgery increases the precision of
the surgical procedure and results in an optimal positioning of the
implant. The implants and surgical tools are designed prior to the
surgery based on patient-specific data.
The Episurf Medical method has three main components:
» The Episealer® personalized implant
» Epiguide®, Episurf Medical’s individualized drill guide
» The µiFidelity process, a web-based system that accounts for the
entire process from imaging of the joint to delivering of
the customized implant and instruments.
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Episurf Medicals goals for 2013
» CE marking of the Episealer Knee Condyle®
» CE marking of 1-2 additional products
» Product launch of the Episealer Knee Condyle® in 5-10
orthopaedic sites throughout Europe
» Product launch of an additional product
» Conclude recruitment for the ongoing clinical trial
» Growing the organization to prepare the planned full scale
product launch in 2014
» Continuously certify orthopaedic surgeons in how to use
μiFidelity and surgical instruments for the insertion
of Episealer Knee Condyle®

Manufacturing
Contract manufacturers are used throughout all production
processes. Episurf Medical believes that close collaboration with
CMOs provides good control over the manufacturing process. This
approach also removes the risk of restricted growth due to limited
production capacity.
Review
This year-end report has not been reviewed by the company´s
auditors.
Transactions with closely related parties
Shareholder and board member Leif Ryd received consulting fees
of 96,000 SEK and board member Jeppe Magusson has received
consulting fees of 24,149 SEK during 2012. The chairman of the
board and board members each received a fee of 100,000 SEK to
a total of 400,000 SEK.
Certified Adviser
Pareto Öhman AB
Forthcoming financial information
Interim report January-March 2013: 3 May 2013
Interim report January-June 2013: 22 August 2013
Interim report January-September 2013: 6 November 2013
Year-end report for 2013: 212 February 2014
From 4 April 2013 the Annual report will be available on the
company´s website: www.episurf.se
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Annual General Meeting
The Annual General Meeting for the financial year 2012 will be held
in Stockholm on Monday, 3 June 2013.
At the Episurf Medical Annual General Meeting 2012, the chairman
was instructed to summon the three largest shareholders to
establish an election committee. Each elects a representative who,
together with the chairman shall, constitute the election committee.
Accordingly, the election committee for the Annual General Meeting
2013 has the following composition:
Ashkan Pouya, chairman of Serendipity Ixora Fund AB (publ.) and
deputy director of Episurf Medical AB. Askhan Pouya has been
appointed chairman of the election committee.
Mikael Rosenlew, former executive director of the European venture
capital firm, Industry Kapital AB. Mikael is currently engaged in
several corporate boards, including YIT Corporations and
Karolinska Development AB.
Mikael Lonn, chairman of PRIMA Child and Adult Psychiatry
Stockholm AB and H.F. Oral Care AB.
Saeid Esmaeilzadeh, chairman of the board of directors.
The election committee’s members have been nominated by
shareholders that together represent 58,43% of the total votes.
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Instead they will be booked in the period they occur as costs in the
Accounting policies and change of principles
		
This interim report has been prepared in accordance with IAS 34 income statement. For comparing purposes, earlier years have
`Interim Financial Reporting´, which complies with Swedish law also been adjusted in accordance with the new principle. The
through the application of the Swedish Financial Reporting Board´s accumulated effect of the change of principle is SEK -8 339 589 it
Recommendation. From the 1of January 2012 the company will no is booked as equity.						
longer book development costs as Intangible fixed assets in the 							
balance sheet.
Below shows where the now adjusted amounts have been posted in earlier financial reports. 		
Income statement
		
Capitalized development costs
Operating loss			
Loss for the period			
			
Balance sheet
			
Development costs			
Total fixed assets			
Total assets			
			
Shareholders´equity			
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Jan-Dec
2011

Jan-Dec
2010

Oct 08
-Dec 09

-5,177,969
-5,177,969
-5,177,969

-2,470,930
-2,470,930
-2,470,930

-690,690
-690,690
-690,690

2011-12-31

2010-12-31

2009-12-31

-5,177,969
-5,177,969
-5,177,969

-2,470,930
-2,470,930
-2,470,930

-690,690
-690,690
-690,690

-5,177,969

-2,470,930

-690,690
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FINANCIAL INFORMATION
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INCOME STATEMENT
Oct-Dec
2012

Oct-Dec
2011

Jan -Dec
2012

Jan -Dec
2011

Jan -Dec
2010

-

-

-

-

-

Operating costs
Other costs
Personnel costs
Depreciation
Total operating costs

-4,044,145
-1,783,147
-172,884
-6,000,176

-2,648,029
-878,449
-102,245
-3,628,723

-11,566,638
-4,162,287
-573,710
-16,302,635

-7,568,685
-2,303,588
-287,327
-10,159,600

-3,793,433
-1,334,310
-121,339
-5,249,082

Operating loss

-6,000,176

-3,628,723

-16,302,635

-10,159,600

-5,249,082

Financial items
Financial income, other
Financial expenses, other
Loss after net financial items

83,616
-3
-5,916,563

525,980
-331
-3,103,074

533,297
-441
-15,769,779

526,704
-3,726
-9,636,622

18,255
-26,356
-5,257,183

Loss before tax

-5,916,563

-3,103,074

-15,769,779

-9,636,622

-5,257,183

Tax on income for the year
Loss for the period

-5,916,563

-3,103,074

-15,769,779

-9,636,622

-5,257,183

(SEK)
Net turnover
Capitalized development costs
Total income
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BALANCE SHEET
31 Dec
2012

31 Dec
2011

31 Dec
2010

31 Dec
2009
15 Months

1

2,526,337
2,526,337

1,627,027
1,627,027

464,453
464,453

29,058
29,058

2

120,592
120,592

100,487
100,487

16,942
16,942

-

Total fixed assets

2,646,929

1,727,514

481,395

29,058

Current asset
Inventories
Current receivables
Prepaid expenses and accrued income
Current assets

414,049
701,858
1,074,445
2,190,352

717,643
147,066
864,709

594,981
18,825
613,806

189,915
189,915

Cash and bank balances

23,075,008

39,613,305

7,015,894

295,291

Total current assets

25,265,360

40,478,014

7,629,700

485,206

TOTAL ASSETS

27,912,289

42,205,528

8,111,095

514,264

ASSETS (SEK)

Notes

Fixed assets
Intangible fixed assets
Patent
Total intangible fixed assets
Tangible fixed assets
Machinery and equipment
Total tangible fixed assets
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BALANCE SHEET
EQUITY AND LIABILITIES (SEK)
Equity
Share capital

Share premium reserve
Loss brought forward
Loss for the period

Total equity
Current liabilities
Accounts payable
Other liabilities
Accrued liabilities and deferred income

Total liabilities
TOTAL EQUITY AND LIABILITIES
Pledged assets
Contingent liabilities

31 Dec
2012

31 Dec
2011

31 Dec
2010

31 Dec
2009
15 Months

1,920,000
1,920,000

1,920,000
1,920,000

640,000
640,000

100,000
100,000

53,598,470
-15,356,736
-15,769,779
22,471,955

53,598,470
-5,720,114
-9,636,622
38,241,734

11,655,860
-462,932
-5,257,183
5,935,745

1,200,000
-1,230,931
-30,931

24,391,955

40,161,734

6,575,745

69,069

1,615,331
295,533
1,609,470
3,520,334

1,127,974
214,328
701,492
2,043,794

647,023
146,770
741,557
1,535,350

249,698
34,007
161,490
445,195

3,520,334

2,043,794

1,535,350

445,195

27,912,289

42,205,528

8,111,095

514,264

None
None

None
None

None
None

None
None
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CHANGE IN EQUITY
(SEK)
Opening equity 6 Oct 2008
At beginning of year
shareholder contributions*
Loss for the period
Closing equity 31 Dec 2009

Share capital

Loss brought
forward

Loss for the
period

Total

100,000
100,000

1,200,000
1,200,000

-1,230,931
-1,230,931

100,000
1,200,000
-1,230,931
69,069

Share capital

Share
premium
reserve

Loss brought
forward

Loss for the
period

100,000

-

-540,241

100,000
432,000
8,000
100,000
640,000

0
3,992,000
7,663,860
11,655,860

1,200,000
-690,690
509,310
-432,000
-540,241
-462,931

-540,241
540,241
-5,257,183
-5,257,183

759,759
-690,690
69,069
4,000,000
7,763,860
-5,257,183
6,575,746

Share capital

Share
premium
reserve

Loss brought
forward

Loss for the
period

Total

640,000

11,655,860

-2,786,253

640,000
1,280,000
1,920,000

11,655,860
41,942,610
53,598,470

227,759
-3,161,620
-2,933,861
-2,786,253
-5,720,114

-2,786,253
2,786,253
-9,636,622
-9,636,622

9,737,366
-3,161,620
6,575,746
43,222,610
-9,636,622
40,161,734

Share capital

Share
premium
reserve

Loss brought
forward

Loss for the
period

Total

1,920,000

53,598,470

-4,458,653

48,501,323

1,920,000
1,920,000

53,598,470
53,598,470

-2,558,494
-8,339,589
-10,898,083
-4,458,653
-15,356,736

-4,458,653
4,458,653
-15,769,779
-15,769,779

40,161,734
-15,769,779
24,391,955

*none conditional shareholders contribution SEK 1.200.000

(SEK)
Opening equity 1 Jan 2010
Change of principle effect
Opening equity after change of principle
Stock dividend issue
New share issue
New share issue
According to AGM
Loss for the period
Closing equity 31 Dec 2010

(SEK)
Opening equity 1 Jan 2011
Change of principle effect
Opening equity after change of principle
New share issue
According to AGM
Loss for the period
Closing equity 31 Dec 2011

(SEK)
Opening equity 1 Jan 2012
Change of principle effect
Opening equity after change of principle
According to AGM
Loss for the period
Closing equity 31 Dec 2012

Total
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CASH FLOW STATEMENT
Jan -Dec
2012

Jan -Dec
2011

Jan -Dec
2010

Oct 08
- Dec 09
15 Months

Current operations
Operating loss
Depreciation
Received financial items
Paid financial items

-16,302,635
573,710
533,297
-441

-10,159,600
287,327
526,704
-3,726

-5,249,082
121,339
18,255
-26,356

-1,231,219
3,961
288
-

Cash flow from current operations before
change in working capital

-15,196,069

-9,349,295

-5,135,844

-1,226,970

150,897

257,541

666,263

255,281

Cash flow from current operations

-15,045,172

-9,091,754

-4,469,581

-971,689

Investing activities
Purchase of intangible fixed assets
Purchase of tangible fixed assets
Cash flow from investing activities

-1,446,067
-47,058
-1,493,125

-1,441,341
-92,104
-1,533,445

-552,499
-21,177
-573,676

-33,020
-33,020

-

43,222,610
43,222,610

11,763,860
11,763,860

1,200,000
1,200,000

-16,538,297
39,613,305
23,075,008

32,597,411
7,015,894
39,613,305

6,720,603
295,291
7,015,894

195,291
100,000
295,291

(SEK)

Change in working capital

Financing activities
New share issue
Shareholder contributions
Cash flow from financing activities
Cash-flow for the period
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period
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Notes
Note 1 - Intangible fixed assets

31-Dec-12

31-Dec-11

Patents and trademark
Opening balance, purchase value
Purchase
Closing balance, purchase value

2,026,860
1,446,067
3,472,927

585,518
1,441,342
2,026,860

Accumulated depreciation
Depreciation for period
Closing balance, accumulated depreciation
Total patents and trademark, net

-399,833
-546,757
-946,590
2,526,337

-121,065
-278,768
-399,833
1,627,027

31-Dec-12

31-Dec-11

Machinery and equipment
Opening balance, purchase value
Purchase
Closing balance, purchase value

113,281
47,058
160,339

21,177
92,104
113,281

Accumulated depreciation
Depreciation for period
Closing balance, accumulated depreciation
Total machinery and equipment, net

-12,794
-26,953
-39,747
120,592

-4,235
-8,559
-12,794
100,487

Note 2 - Tangible fixed assets
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Episurf Medical AB (publ)
Stora Skuggans Väg 11 | 115 42 Stockholm | Sweden

www.episurf.com
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