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Management’s Statement

The Executive Board and Board of Directors have today considered and adopted the Annual Report of
Evaxion Biotech A/S for the financial year January 1, 2022 — December 31, 2022.

The Annual Report is prepared in accordance with the Danish Financial Statements Act.

In our opinion the Financial Statements give a true and fair view of the financial position at December 31,
2022 of the Company and of the results of the Company’s operations for 2022.

In our opinion, Management's Review includes a true and fair account of the matters addressed in the
Review.

We recommend that the Annual Report be adopted at the Annual General Meeting.

Hersholm, May 3, 2023

Executive Board
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Independent Auditor’s Report

To the Shareholders of Evaxion Biotech A/S

Opinion

We have audited the financial statements of Evaxion Biotech A/S for the financial year 1 January —

31 December 2022, which comprise income statement, balance sheet, statement of changes in equity and
notes, including accounting policies. The financial statements are prepared in accordance with the Danish
Financial Statements Act.

In our opinion, the financial statements give a true and fair view of the financial position of the Company
at 31 December 2022 and of the results of the Company's operations for the financial year 1 January —
31 December 2022 in accordance with the Danish Financial Statements Act.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs) and additional
requirements applicable in Denmark. Our responsibilities under those standards and requirements are
further described in the "Auditor's responsibilities for the audit of the financial statements" section of our
report. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our opinion.

Independence

We are independent of the Company in accordance with the International Ethics Standards Board for
Accountants' International Code of Ethics for Professional Accountants (IESBA Code) and the additional
ethical requirements applicable in Denmark, and we have fulfilled our other ethical responsibilities in
accordance with these requirements and the IESBA Code.

Material uncertainty related to going concern

We draw attention to the material uncertainty that may cast significant doubt on the Company's ability to
continue as a going concern. We refer to note 2 to the financial statements, which states that it is uncertain
whether additional funding can be obtained for the financing of the Company's operations and research
and development activities. However, as Management believes that such financing will be obtained, the
financial statements have been prepared on a going concern basis. We have not modified our opinion in
respect of this matter.

Management's responsibilities for the financial statements

Management is responsible for the preparation of financial statements that give a true and fair view in
accordance with the Danish Financial Statements Act and for such internal control as Management
determines is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, Management is responsible for assessing the Company's ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting in preparing the financial statements unless Management either intends
to liquidate the Company or to cease operations, or has no realistic alternative but to do so.

Auditor's responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance as to whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor's report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with ISAs and additional requirements applicable in Denmark will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of the financial statements.
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As part of an audit conducted in accordance with ISAs and additional requirements applicable in
Denmark, we exercise professional judgement and maintain professional scepticism throughout the audit.
We also:

» Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting
a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations or the override of internal
control.

» Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company's internal control.

» Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by Management.

» Conclude on the appropriateness of Management's use of the going concern basis of accounting in
preparing the financial statements and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on the Company's
ability to continue as a going concern. If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor's report to the related disclosures in the financial statements
or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor's report. However, future events or conditions may
cause the Company to cease to continue as a going concern.

» Evaluate the overall presentation, structure and contents of the financial statements, including the
note disclosures, and whether the financial statements represent the underlying transactions and
events in a manner that gives a true and fair view.

We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.

Statement on the Management's review

Management is responsible for the Management's review.

Our opinion on the financial statements does not cover the Management's review, and we do not express
any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the Management's
review and, in doing so, consider whether the Management's review is materially inconsistent with the
financial statements or our knowledge obtained during the audit, or otherwise appears to be materially
misstated.

Moreover, it is our responsibility to consider whether the Management's review provides the information
required under the Danish Financial Statements Act.

Based on the work we have performed, we conclude that the Management's review is in accordance with
the financial statements and has been prepared in accordance with the requirements of the Danish
Financial Statements Act. We did not identify any material misstatement of the Management's review.

Copenhagen, May 3, 2023

EY Godkendt Revisionspartnerselskab
VR Na 30 70 N7 28
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Management’s Review

Primary activities

The activities of Evaxion Biotech consist of the development of human immune system detection
platforms utilizing artificial intelligence algorithms for the identification of novel vaccine antigens against
infectious diseases and personalized cancer treatments.

Development in activities and finances

Evaxion Biotech develops novel infectious disease vaccines and personalized immuno-oncology therapies
for the global market. In recent years, the Company has built and maintained Danish and foreign strategic
partnerships. The aim has been to establish a pathway to accelerated therapy development while creating
therapeutic synergies with various vaccine technologies.

Evaxion Biotech has invested substantial expertise and resources in the development of human immune
system detection platforms, allowing the Company to identify novel vaccine candidates for infectious
diseases and personalized patient therapy for cancer. The Company aspires to utilize its expertise to create
a broad human immune system detection platform allowing it to expand into other human disorders and
diseases including viruses, auto-immune disorders, allergies, parasites and microbiome dysbiosis. The
Company has also invested substantially in the creation of novel patents in various jurisdictions, intellectual
property, know-how and trade secrets as methods of protecting its novel capabilities in working toward
cures in high patient need areas.

Evaxion Biotech delivered net losses of DKK 164,292 thousand due to significant investments in our
leading AI platforms, pre-clinical work and the start of a human clinical trial on the leading therapy
candidate, which Management believes to be a sound and necessary investment in patient therapy.
Management has described the assessment supporting preparing these financial statements based on the
going concern assumption in note 2.

In August 2020, the Company executed the EIB Loan, for a principal amount of €20.0 million (DKK 148.7
million), divided into three tranches of tranche 1 in the amount of €7.0 million (DKK 52.1 million), tranche
2 in the amount of €6.0 million (DKK 44.6 million) and tranche 3 in the amount of €7.0 million (DKK 52.1
million). Under the EIB Loan Agreement, the tranche balances are due six years from their respective
disbursement dates.

The Company received the first tranche on February 17, 2022. The Company will repay the first tranche of
the EIB Loan at a fixed interest rate of 3% per annum and a payment-in-kind interest rate of 4% per annum.
In connection therewith, EIB received 351,036 EIB Warrants, at an exercise price of DKK 1 per warrant,
which vested immediately.

Following the present business plans the Company cannot draw the remaining 2 tranches of the loan.

In June 2022, we entered into a purchase agreement, or the LPC Purchase Agreement, with Lincoln Park
Capital Fund, LLC, or Lincoln Park, pursuant to which we may, from time to time and at our sole discretion,
for a period of 36-months, direct Lincoln Park to purchase up to 4,649,250 of our ordinary shares
represented by the ADSs, subject to the development in the share price. If the share price is between $0.50
(DKK 3.49) and $4.00 (DKK 27.89) the number of purchase shares is limited to 50,000. If the price is not
below $4.00 (DKK 27.89) the purchase share limit may be increased to 60,000 purchase shares and if the
price is not below $6.00 (DKK 41,83) the purchase shares limit may be increased to 70,000 purchase shares.
Under the terms of the LPC Purchase Agreement, we may receive up to DKK 278.9 million ($40 million)
in aggregate gross proceeds from any sales of our ordinary shares represented by sales of the ADSs that we
make to Lincoln Park thereunder. In connection with the LPC Purchase Agreement, we issued 428,572
ADSs representing ordinary shares to Lincoln Park as consideration for a commitment fee of $1.2 million
(DKK 8.4 million) for LincolnPark’s agreement to purchase ordinary shares represented by ADSs under
the LPC Purchase Agreement, or the Commitment Shares. As of the date of this Annual Report, we have
not directed Lincoln Park to purchase any additional ordinary shares represented by the ADSs and have not
received any proceeds therefrom.
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In October 2022, we initiated an at-the-market, or ATM, program with JonesTrading Institutional Services
LLC, or JonesTrading, acting as sales agent, relating to the sale of up to DKK 100.7 million ($14.4 million)
of the ADSs. As of the date of this Annual Report, we have raised gross proceeds of DKK 32.7 million
($4.7 million) from the sale of ADSs under this ATM program.

At year end, the Company’s registered outstanding share capital was nominal DKK 24,139,412.

The Company has considered whether conditions and events exist that, when considered in aggregate, raise
significant doubt about the Company’s ability to continue as a going concern for at least a year from the
date of the financial statements. The Company has a history of incurring operating losses and

negative cash flows from operations. The Company anticipates incurring additional losses until such time,
if ever, it can complete its research and development (“R&D”) activities and obtain an out-licensing
partnership for its product candidates and generate revenues from such product candidates.

The Company monitors its funding situation closely to ensure that it has access to sufficient liquidity to
meet its forecasted cash requirements. Analyses are run to reflect different scenarios including, but not
limited to, cash runway, human capital resources and pipeline priorities to identify liquidity risk. This
enables Management and the Board of Directors to prepare for new financing transaction and/ or adjust the
cost base accordingly. In March 2023 the Company adjusted the organization and reprioritized development
programs to focus the operations and to save costs. The Company, with its current strategic plans,
anticipates that with the current cash position and the forecast cash requirements per the 2023 updated
Annual Budget, it will require additional financing to fund its operations and to continue development of
its product candidates by December 2023.

The Company plans to finance cash needs through equity offerings, or other capital sources, including
potential collaborations or licenses and adjust spending on new and ongoing development and corporate
activities, as needed.

Due to the continuing operating losses, expected negative cash flows and the need for additional funding
to finance future operations, the Company concluded that there is significant doubt about its ability to
continue as a going concern through one year from the balance sheet date. The accompanying financial
statements do not include any adjustments that might result from the outcome of this uncertainty.
Accordingly, the financial statements have been prepared on a basis that assumes the Company will
continue as a going concern and which contemplates the realization of assets and discharge of its liabilities
and commitments in the normal course of business.

Subsequent events

Refer to note 4 for details on significant events after the reporting date.

Russia’s Invasion of Ukraine

On February 24, 2022, Russia invaded Ukraine creating a global conflict. The resulting conflict and
retaliatory measures by the global community havecreated global security concerns, including the
possibility of expanded regional or global conflict, which have had, and are likely to continue to have,
shortterm and more likely longer-term adverse impacts on Ukraine and Europe and around the globe.
Potential ramifications include disruption of the supply chain including research activities and
complications with the conduct of ongoing and future clinical trials of our product candidates, including
patient enrollment.

We rely on global networks of contract research organizations and clinical trial sites to enroll patients,
Delays in research activities or in the conduct of our clinical trials could increase associated costs and,
depending upon the duration of any delays, require us to find alternative suppliers at additional expense. In
addition, the conflict between Russia and the Ukraine has had significant ramifications on global financial
markets, which may adversely impact our ability to raise capital on favorable terms or at all.
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Financial statements January 1 - December 31

Income statement

Years Ended December 31,

(DKK in thousands) Note 2022 2021
Research and development COStS........ouvvieriieriieriieieeiesee e 5,6 (122,528) (144,358)
General and adminiStrative COStS.......coverrrrieriierieneerie e 5,6 (57,955) (39,049)
Operating loss (180,483) (183,407)
Result from investments in SubSidiari€s .........ccccvveeeeeeiviuiereeeeeeinnnns 7 1,675 15,862
FINAnce INCOME ......oviiiiiiiiiiiiiiee et 8 19,881 9,954
FINANCe EXPeNSES....ccouvieruiieriieeitiieniieeieeeriee ettt erieeenieeesereeaeeeneee e s 8 (10,865) (2,824)
Net loss before tax .............ccooooiiiiiiiiiiiice e (169,792) (160,415)
INCOME tAXES ..uvvviiiieeieeciiieee e e 9 5,500 5,530
Net loss for the year............coccooiieiiiiiiii e (164,292) (154,885)

Proposed distribution of profit/loss

Accumulated defiCit ........ccoevieriieiieieieeceeeee e (165,967) (160,149)
Net 1eVaAlUAtION TESEIVE. .....ocuveeeeereeeeeeeeeeeeeeeeeeeee e e e e eeeeeeereeeeenns (1,675) 5,264
(164,292) (154,885)
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Financial statements January 1 - December 31

Balance sheet

(DKK in thousands)

ASSETS

Non-current assets
Intangible assets
Acquired licenses.........

Property and equipment

Property......ccocvevveennnen.

Leaschold improvements ...........ccoceeeveneeneeeieseeniienennns

Other equipment ..........

Financial assets

Investments in SUbSIAIAIIES ........coovvvveeeieiieiiiiieeeeeeeiaes

Leasehold deposits.......

Total non-current assets

Current assets
Receivables

Prepayments and other receivables............ccceeevveenennnee.

Deferred offering costs
Tax receivables............

Cash

Total current assets

TOTAL ASSETS

10

December 31,

Note 2022 2021
10 0 608
0 608

11 15,507 17,059
11 10,006 9,897
11 7,088 6,985
32,601 33,941

7 6,061 4,602
1,086 1,253

7,147 5,855

39,748 40,404

19,952 7,467

0 0

5.500 5.500

25.452 12,967

85,237 209,641

110,689 222,608

150,437 263,012
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Financial statements January 1 - December 31

Balance sheet

(DKK in thousands)

EQUITY AND LIABILITIES
Equity

Share capital .......ccccceeverieviieniiieiiieeene
Share premium.........cocceeevevevceieeennn.
Foreign currency translation reserve ....
Net revaluation reserve...........cocceeeeen.ee.
Accumulated deficit..........coccereeeriennn.

Total equity

Non-current liabilities

Lease liabilities ........ccoocvvvvvveeeieneeeenen.

Total non-current liabilities

Current liabilities

Lease liabiliti€S........cooeevveevvveiieeiiiinnns

Warrant liability........cccoceveeveeeerienneenen.
Payables to group enterprises ...............
Trade payables.......ccccoeveeeerieevieeniiennenne
Other payables........cccoeceevieevieeiieennne

Total current liabilities

Total liabilities

TOTAL EQUITY AND LIABILITIES

11

December 31,

Note 2022 2021
24,139 23,204

516,675 514,609

612 611

6,060 4,601

(489,598) (330,207)

57,888 212,818

12 13,611 14,476
13 54,827 6,852
1,007 1,007

69,445 22,335

12 2,115 2,061
13 951 825
14 3,993 0
790 149

12,339 18,031

2,916 6,793

23,104 27,859

92,549 50,194

150,437 263,012
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Financial statements January 1 - December 31

Statements of Changes in Equity

(DKK in thousands)

Equity at December 31, 2020

Transfer

Net loss for the year*

Tax on equity movement
Bonus share issuance
Exchange rate adjustments
Share-based compensation
Issuance of shares
Transaction costs

Equity at December 31, 2021

Transfer

Net loss for the year

Tax on equity movement
Exchange rate adjustments
Share-based compensation
Issuance of shares
Transaction costs

Equity at December 31, 2022

*DKK 5,264 thousand due to accumulated results in subsidiary.

Note

11

Foreign
currency Net
Share Share translation revaluation Accumulated Total
capital premium reserve reserve deficit equity
900 220,465 (106) — (178,644) 42,615
— — 106 (106) — —
— — — 5,264 (160,149) (154,885)
— — — — (30) (30)
15,299 (15,299) — — — —
— — 611 (557) — 54
— — — — 8,616 8,616
7,005 356,477 — — — 363,482
— (47,034) — — — (47,034)
23,204 514,609 611 4,601 (330,207) 212,818
— — 0 0 — —
— — — 1,675 (165,967) (164,292)
— — — — 0) )
— — | (216) — (215)
— — — — 6,576 6,576
935 2,066 — — — 3,001
— 0 — — — 0
24,139 516,675 612 6,060 (489,598) 57,888

2021, and loss in subsidiary of DKK 10,598 thousand in 2020.

12

Profit in subsidiary of DKK 15,862 thousand in
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Financial statements January 1 - December 31, 2022

Notes

1  Basis of preparation

The Financial statements of Evaxion Biotech A/S have been prepared in accordance with the Danish
Financial statements Act applicable to class B entities entities and elective choice of certain provisions
applying to reporting class C entities. The Company has elected to apply the guidance in IFRS 16 as the
basis for recognition and measurement of leases, the guidance in IFRS 15 as the basis for recognition and
measurement of revenue from contracts with customers and measurement of liabilities and the guidance
in IFRS 2 as the basis for recognition and measurement of equity settled sharebased payment.

The balance sheet is presented based on a current/non-current distinction.
The financial statements are presented in Danish Kroner (“DKK?”), and rounded to nearest thousand.
All financial assets and liabilities are measured at amortized cost unless otherwise stated.

The financial statements have been prepared on a going concern (see also Note 2) basis using a historical
cost basis.

Pursuant to sections §110, of the Danish Financial Statements Act, the company has not prepared
consolidated financial statements.

Certain items in prior year financial statements have been reclassified to conform to the current period’s
presentation.

Significant assumptions and judgments
Share-based compensation

Management determines costs for share-based payments using market-based valuation techniques. The
fair value of the share awards is determined at the date of grant using generally accepted valuation
techniques or valuation based on the Company’s fundraising events. Assumptions are made and
judgments are used in applying valuation techniques. Prior to the Company’s IPO completed in
February 2021, these assumptions and judgments include estimating the fair value for the underlying
Ordinary share on the warrant grant date, as well as the likelihood of liquidity events such as IPOs.
Such judgments and assumptions are inherently uncertain. Changes in these assumptions affect the
fair value estimates as well as the term applied to the expense recognition.

Subsequent to the Company’s IPO completed in February 2021, determining the initial fair value and
subsequent accounting for equity awards require significant judgment regarding expected life and
volatility of an equity award; however, as a public listed company there is objective evidence of the
fair value of an ordinary share on the date an equity award is granted. Refer to Note 6 for further detail
surrounding share-based compensation.

Leasehold Improvements and Loan from Lessor

A significant judgment was made in respect of determining whether customization of leased premises
forms part of the lease or is a leasehold improvement funded by the lessor. See the section “Leasehold
improvements and Loan from lessor” in Note 13.

There have been no other changes to the application of critical accounting judgments, or estimation
uncertainties regarding accounting estimates.

2 Liquidity and Going Concern
The Company has considered whether conditions and events exist that, when considered in aggregate,
raise significant doubt about the Company’s ability to continue as a going concern for at least a year
from the date of the financial statements. The Company has a history of incurring operating losses and

13
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negative cash flows from operations. The Company anticipates incurring additional losses until such
time, if ever, it can complete its research and development (“R&D”) activities and obtain an out-
licensing partnership for its product candidates and generate revenues from such product candidates.

The Company monitors its funding situation closely to ensure that it has access to sufficient liquidity
to meet its forecasted cash requirements. Analyses are run to reflect different scenarios including, but
not limited to, cash runway, human capital resources and pipeline priorities to identify liquidity risk.
This enables Management and the Board of Directors to prepare for new financing transaction and/ or
adjust the cost base accordingly. In March 2023 the Company adjusted the organization and
reprioritized development programs to focus the operations and to save costs. The Company, with its
current strategic plans, anticipates that with the current cash position and the forecast cash
requirements per the 2023 updated Annual Budget, it will require additional financing to fund its
operations and to continue development of its product candidates by December 2023.

The Company plans to finance cash needs through equity offerings, or other capital sources, including
potential collaborations or licenses and adjust spending on new and ongoing development and
corporate activities, as needed.

Due to the continuing operating losses, expected negative cash flows and the need for additional
funding to finance future operations, the Company concluded that there is significant doubt about its
ability to continue as a going concern through one year from the balance sheet date. The accompanying
financial statements do not include any adjustments that might result from the outcome of this
uncertainty. Accordingly, the financial statements have been prepared on a basis that assumes the
Company will continue as a going concern and which contemplates the realization of assets and
discharge of its liabilities and commitments in the normal course of business.

3 Accounting policies

Foreign currency translation

Foreign currency transactions are translated into DKK using the exchange rates prevailing at the dates
of the transactions. Foreign exchange gains and losses resulting from the settlement of such
transactions and from the translation at year-end exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognized as financial income or financial expenses in the
statements of comprehensive loss. Non-monetary items in foreign currency which are measured at cost
at the statements of financial position date are translated using the exchange rates at the date of the
transaction.

Income statement
Research and development expenses

Research and development expenses are primarily intragroup and external costs incurred in the
development of the Company’s product candidates, including personnel costs, share-based
compensation for employees, external research and development expenses, maintenance of the
Company’s patents, overhead allocation and enhancements and maintenance of the Company’s
technology platforms.

The research activities are comprised of activities performed before filing an Investigational New Drug
Application (“IND”) or equivalent and necessary pre-clinical activities for such product candidates.
All research expenses are recognized in the period in which they are incurred and payments made prior
to the receipt of goods or services to be used in research and development are deferred until the goods
or services are received. The Company records accruals for estimated research and development costs,
comprising payments for work performed by third-party contractors and others. Payments for these
activities are based on the terms of the individual agreements, which may differ from the pattern of
costs incurred, in which case, they are reflected in the financial statements as expense, prepaid expense
or accrued expense.

14
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The development activities are comprised of the activities performed following the filing of an IND
or equivalent clinical-enabling activities for such product candidates, including but not limited to,
research and clinical research activities. In line with industry practice, intragroup and subcontracted
development costs are expensed as incurred. Due to regulatory uncertainties and other uncertainties
inherent in the development of new products, development expenses do not qualify for capitalization
as intangible assets until marketing approval by a regulatory authority is obtained or considered highly
probable.

Contract Research Organizations expenses and related prepayments and accruals

Substantial portions of the Company’s clinical studies are performed by third-party laboratories,
medical centers, contract research organizations and other vendors (collectively, the “CROs”). The
CROs generally bill monthly or quarterly for services performed. For studies, the Company accrues
expenses based upon estimated percentage of work completed.

The Company’s estimates depend on the timeliness and accuracy of the data provided by the CROs
regarding the status of each program and total program spending. The Company evaluates the estimates
to determine if adjustments are necessary or appropriate based on information received.

CROs invoice the Company upon the occurrence of predetermined contractual or activity-based
milestones; however, the timing of these invoices and the Company’s related payments often do not
correspond directly to the level of performance of contracted activities. To the extent pay ments are
made by the Company in advance of the related activities performed by the CROs, they are included
in prepayments and other receivables and expensed when the activities performed by the CROs. To
the extent the payments are made by the Company following the performance of the related activities,
the expense is accrued for as trade payables.

Income from government grants

The Company receives grants for certain research and development activities. The grant income is
recognized as a reduction of research and development expenses in the period in which the underlying
expenditures were incurred and when there is reasonable assurance that the Company will comply with
all conditions to receive the grant income. Government grants comprise direct grants.

General and administrative expenses

General and administrative expenses consist primarily of fees paid to external consultants and
personnel costs, including share-based compensation for employees. In addition, general and
administrative expenses also include depreciation and other expenses for the Company’s corporate
headquarters as well as other allocated overhead.

Share-based payments

The Company issues warrants as an incentive to employees and non-employees. The fair value of the
warrants granted is recognized as an expense with a corresponding credit to accumulated deficit. The
fair value is expensed over the requisite service period of the awards. The expense recognition is based
on an estimate of the number of warrants expected to vest. The estimate is reassessed regularly, and
on a cumulative basis, the expense is equal to the fair value of the number of warrants which actually
vest.

For employees and consultants providing services similar to employees of the Company, the fair value
of the equity instruments is determined at the date of grant resulting in a fixed fair value at grant date
that is not adjusted for future changes in the fair value of the equity awards that may occur over the
service period. The grant date is defined as the date at which the parties agree to the contractual terms.

For consultants providing other services that are not similar to employees of the Company, the
transactions are measured at the fair value of the services received unless this is not reliably
measurable. In such cases, the transactions are measured at fair value of the equity instruments granted
at the dates when the services are provided.
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Modification of warrants which are beneficial are accounted for with their incremental value or over
the shorter vesting period. Non-beneficial modifications such as an extension of the vesting period are
not accounted for. Consequently, the original terms are deemed to continue to exist. The Company
estimates the fair value of warrants using the underlying value of the Company's ordinary shares. Since
the warrants granted before December 2020 are exercisable for nominal consideration, the warrants
are valued using the fair value of the Company's ordinary shares on grant date less the exercise
consideration. Warrants granted during 2021 are valued using a black-scholes share option pricing
model. The assumptions used in calculating the fair value of share-based awards represent
management’s best estimates and involve inherent uncertainties and the application of management’s
judgment. The key assumption in this estimate is the fair value of the Company's ordinary share on
the warrant grant date and estimated volatility of the underlying share.

Result from investments in subsidiaries

The item “Result from investments in subsidiaries” in the income statement includes the proportionate share
of the result for the year in the Australian and American subsidiary.

Foreign subsidiaries are considered separate entities. The income statements are translated at the average
exchange rates for the quarter, and the balance sheet items are translated at the exchange rates at the balance
sheet date. Foreign exchange differences arising on translation of the opening equity of foreign entities at
the exchange rates at the balance sheet date and on translation of the income statements from average
exchange rates to the exchange rates at the balance sheet date are recognised directly in the net revaluation
reserve according to the equity method under equity.

Foreign exchange adjustments of balances with foreign subsidiaries that are considered part of the total
investment in the subsidiary are recognised directly the translation reserve under equity. Foreign exchange
gains and losses on loans of foreign subsidiaries are also recognised directly in equity, which applied in
2020, before changing the transfer pricing setup.

On recognition of foreign subsidiaries that are integral entities, monetary items are translated at the
exchange rates at the balance sheet date. Non-monetary items are translated at the exchange rates at the
acquisition date or at the date of any subsequent revaluation or impairment of the asset. Income statement
items are translated at the exchange rates at the transaction date, although items derived from non-monetary
items are translated at the historical exchange rates applying to the non-monetary items.

Finance Income

Finance income is comprised primarily of foreign currency gains and is recognized with the amounts
relating to the financial year.

Finance Expense

Finance expense is comprised primarily of interest expense determined in accordance with the
effective interest method and the effect of reassessment arsing from change in the expected settlement
date, foreign currency losses and interest on the Company’s lease liability.

Income tax

The income tax for the period comprises current and deferred tax, including prior-year adjustments
and changes in provisions for uncertain tax positions. Tax is recognized in the statement of
comprehensive loss, except to the extent that it relates to items recognized in equity.

Research and development tax credits are available to the Company under the tax laws of Denmark,
based on qualifying research and development spend. Such tax credits are recognized as an income
tax benefit.

Accruals for uncertain tax positions and/or valuation of government grant receivables require management
to make judgments of potential exposures. Accruals for uncertain tax positions and/or valuation of
government grant receivables are measured using either the most likely amount or the expected value
amount, depending on which method the entity expects to better predict the resolution of the uncertainty.
Tax benefits are not recognized unless the tax positions will probably be accepted by the tax authorities.
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This is based upon management’s interpretation of applicable laws and regulations and the expectation of
how the tax authority will resolve the matter. Once considered probable of not being accepted, management
reviews each material tax benefit and reflects the effect of the uncertainty in determining the related taxable
amounts.

Balance sheet
Deferred taxes

Deferred tax is measured according to the liability method on all temporary differences between the
carrying amount and the tax base of assets and liabilities. Where the tax value can be determined
according to alternative tax rules, deferred tax is measured on the basis of the planned use of the asset
or the settlement of the obligation.

Deferred tax assets are measured at the value at which they are expected to be utilized, either through
elimination against tax on future earnings or through a set-off against deferred tax liabilities. Deferred
tax assets are set of within the same legal tax entity and jurisdiction.

The Company recognizes deferred income tax assets if it is probable that sufficient taxable income
will be available in the future against which the temporary differences and unused tax losses can be
utilized. Management has considered future taxable income in assessing whether deferred income tax
assets should be recognized and has concluded that the deferred income tax assets do not meet the
criteria for recognition as assets in the statements of financial position.

Tax receivables

Current tax assets for the current and prior periods are measured at the amount expected to be
recovered from the taxation authorities, using the tax rates and tax laws that have been enacted or
substantively enacted by the end of the reporting period.

Deferred offering costs

Offering costs, consisting of legal, accounting, printer and filing fees directly attributable to the
issuance of new shares relating to the Company’s planned initial public offering (“IPO”), are deferred
and will be offset against proceeds from the IPO upon the effectiveness of the offering.

Leases

The Company assesses at contract inception whether a contract is, or contains, a lease. That is, if the
contract conveys the right to control the use of an identified asset for a period of time in exchange for
consideration.

The Company applies a single recognition and measurement approach for all leases, except for short-
term leases and leases of low-value assets. The Company recognizes lease liabilities for future
remaining lease payments and right-of-use assets representing the right to use the underlying assets.

Leasehold improvements and Loan from lessor
The Company’s lease contract comprises funding for the customization of the premises to the
Company’s specific needs. The payment is determined based on the actual costs incurred for the

customization, a repayment period of 8 years and an interest rate of 6% per annum.

The Company has assessed whether this is a lease component, or a leasehold improvement funded by
the lessor. We have considered the following factors:

1. Which party designed the customization
2. Which party had the right to direct changes to the work

3.  Who is taking on the economic risk of the cost price of the work

A third party has designed the project according to the Company’s instructions, and the Company had
the right to direct changes to the work during the construction period. Further, the Company has the
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full economic risk of the work due to 1:1 linkage between construction costs and payments to the
lessor. Consequently, the Company has assessed that the customization is a leasehold improvement
funded by the lessor and accordingly presented a leasehold improvement and a corresponding liability
for the loan from the lessor.

Lease liabilities

At the commencement date of the lease, the Company recognizes lease liabilities measured at the
present value of the following payments, when applicable:

e fixed payments (including in-substance fixed payments), less any lease incentives receivable;
e variable lease payments (linked to an index or interest rate);

e cxpected payments under residual value guarantees;

e the exercise price of purchase options, where exercise is reasonably certain;

e lease payments in optional renewal periods, where exercise of extension options is reasonably
certain;

e and penalty payments for the termination of a lease, if the lease term reflects the exercise of
the respective termination option.

The lease payments are discounted using the interest rate implicit in the lease if this rate can be readily
determined. Otherwise, the Company’s incremental borrowing rate is used, being the rate that the
Company would have to pay to borrow the funds necessary to obtain an asset of similar value to the
right-of-use asset in a similar economic environment with similar terms, security and conditions.
Generally, the Company uses its incremental borrowing rate as the discount rate.

Lease liabilities are subsequently measured at amortized cost using the effective interest method. In
addition, the carrying amount of the lease liabilities are remeasured if there is a modification, a change
in the lease term, or a change in the lease payments (e.g., changes to future payments resulting from a
change in an index or rate used to determine such lease payments).

Intangible assets

The Company recognized intangible assets for licenses. Licenses are measured at cost less cumulative
amortization and impairment. Cost is measured at fair value of the consideration transferred with addition
of transactions costs. If additional consideration is transferred to the seller due to meeting certain
milestones, these payments are added to the cost price once the conditions for making the payments are
met.

The capitalized assets are amortized over their useful lives, which are determined on the basis of the
expected pattern of consumption of the expected future economic benefits embodied in the license or similar
development agreement. Amortization commences only once the necessary regulatory and marketing
approval has been received for the product candidates to which they relate. To date, the Company has not
received any regulatory and marketing approval for any of its product candidates. Consequently, the
Company did not recognize any amortization expense for its intangible assets.
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Property, plant and equipment

Property, plant and equipment are stated at cost, net of accumulated depreciation and accumulated
impairment losses, if any. Depreciation is recognized on a straight-line basis over the estimated useful
lives of the assets, as follows:

Assets Useful life
Properties 10 years

Leasehold improvements 11 years

Other equipment 5—10 years

Impairment of non-financial assets

Assets are tested for impairment whenever events or changes in circumstances indicate that the
carrying amount may not be recoverable. An impairment loss is recognized for the amount by which
the asset’s carrying amount exceeds its recoverable amount. The recoverable amount is the higher of
an asset’s fair value less costs of disposal and value in use. For the purposes of assessing impairment,
assets are grouped at the lowest levels for which there are separately identifiable cash inflows which
are largely independent of the cash inflows from other assets or groups of assets (cash-
generating units). Non-financial assets other than goodwill that suffered impairment are reviewed for
possible reversal of the impairment at the end of each reporting period.

Provisions

Provisions are recognized when we have an existing legal or constructive obligation as a result of
events occurring prior to or on the balance sheet date, and it is probable that the utilization of economic
resources will be required to settle the obligation. Provisions are measured as the best estimate of the
expense necessary to settle the obligation at the balance sheet date. Provisions that are estimated to
mature after more than one year after the balance sheet date are measured at their present values.

Right-of-use assets

The Company recognizes a right-of-use asset at the lease commencement date (i.e., the date the
underlying asset is available for use). Right-of-use assets are measured at cost less any accumulated
depreciation and impairment losses and adjusted for certain remeasurements of lease liabilities. The
cost of right-of-use assets includes the amount of lease liabilities recognized, lease payments made at
or before the commencement date less any lease incentives received, initial direct costs incurred, and
restoration costs.

Right-of-use assets are depreciated over the shorter of the lease term and the useful life of the right-
of-use asset using the straight-line method. In addition, right-of-use assets are reduced by impairment
losses, if any, and adjusted for certain remeasurements.

Investments in subsidiaries

Investments in subsidiaries are recorded under the equity method, using the respective share of the net
asset values in subsidiaries. Net profit/loss of subsidiaries less unrealised intra-group profits is
recorded in the income statement of the parent company. Profits/loss in subsidiaries are recognized as

profit/loss after tax.

Intragroup receivables which were neither likely planned nor likely to be paid within a foreseeable
future are treated as part of the net investment.

The total net revaluation of investments in subsidiaries is allocated via the profit allocation to a " Net
revaluation reserve" under equity.
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Financial instruments

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial
liability or equity instrument of another entity. Financial instruments are classified at initial
recognition, including on the basis of the purpose for which the instrument was acquired and managed.
This classification determines the valuation of the instruments.

(i) Non-derivative financial assets

Non-derivative financial assets are recognized initially on the date they are originated. The Company
derecognizes non-derivative financial assets when the contractual rights to cash flows expire or it
transfers the right to receive cash flows in a transaction which transfers substantially all the risks and
rewards of ownership of the asset. The Company’s financial assets are initially recognized at fair value
and subsequently measured at amortized cost less accumulated impairment losses.

The Company holds the following categories of non-derivative financial assets:

Prepayments and Other receivables

Receivables (including lease deposits, receivables and receivables from unpaid capital) represent the
Company’s right to an amount of consideration that is unconditional (i.e., only the passage of time is
required before payment of the consideration is due). They are measured at amortized cost less

impairment.

Prepayments include expenditures related to future financial periods and are measured at amortized
cost

Cash and cash equivalents
Cash and cash equivalents are entirely comprised of cash held in banks.
(ii) Non-derivative financial liabilities

Non-derivative financial liabilities comprise other payables which are measured initially at fair value
and subsequently at amortized cost.

Trade Payables

Trade payables and accruals relate to the Group’s purchase of products and services from various vendors
in the normal course of business.

Other Payables

Other payables are comprised of payables to clinical research organizations, employee liabilities and
other liabilities. The contract liabilities consist of CROs and vendor accruals. Employee cost liabilities
are comprised of provision for holiday allowance, provision for salaries and other employee related
provisions. Other liabilities consist of commitments and liabilities related to government grants
received in advance.

Debt

Debt is comprised of debt agreements that are carried at amortized cost using the effective interest
method.

Warrants issued as part of loan agreeements
Warrants issued as part of a loan arrangement the warrants are considered part of the overall return
paid on the financing arrangement and are thus accounted for in accordance with the Financial

Instruments Standards (IAS) 32 and IFRS 9. If warrants can be settled net in cash a financial liability
for the redemption amount is recognized.
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The liability is measured initially at its fair value and is subsequently remeasured at the redemption
amount. The redemption amount is equal to the current share price. The remeasurements are
presented as finance expense or finance income.

Equity

The share capital comprises the nominal amount of the company’s ordinary shares, each at a nominal
value of DKK 1 (Reduction from DKK 2 following a stock split of 2-1 ordinary share that came into
effect on January 4, 2021).

Share Premium includes the share premium comprising the amount received, attributable to shareholders’
equity, in excess of the nominal amount of the shares issued at the company’s capital increases, reduced
by any expenses directly attributable to the capital increases as well as translation reserves.

Translation reserves include exchange rate adjustments of equity investments in our group enterprises.

Net valuation reserve include the accumulated profit in group enterprises as wel as the exchange rate
adjustments of equity investments in our group enterprises.

Accumulated Deficit include the accumulated profit or loss as well as well as the reserve for share-based
payment represents the corresponding entries to the share-based payment recognized in the profit or loss,
arising from our warrant programs.

4  Subsequent events

Vaccine Discovery Collaboration Agreement

Effective January 1, 2023 the Company entered into a Vaccine Discovery Collaboration Agreement with
ExpreS2ion Biotech Holding AB’s affiliate ExpreS2ion Biotechnologies ApS (“ExpreS2ion”) for the joint
development of a novel cytomegalovirus (CMV) vaccine candidate. During the discovery phase of the
collaboration, Evaxion will use its proprietary Al platform, RAVEN, to design a next-generation vaccine
candidate that elicits both cellular and humoral/antibody responses. The antigen constructs erived from
Evaxion’s Al platform will be produced by ExpreS2ion in the company’s ExpreS2 platform, followed by
assessments in Evaxion’s state-of-the-art pre-clinical models. The joint discovery project will be included
in Evaxion’s development pipeline under EVX-V1.

Under the terms of the collaboration, ExpreS2ion will have the exclusive right to license the CMV vaccine
candidate under a potential Development and Commercialization Agreement. The research and intellectual
property licensing costs for the collaboration project will be divided 50/50 between the parties until 2025,
with all costs expected to be contained in each party’s existing operating expenses. A potential future
Development and Commercialization Agreement for the jointly discovered CMV vaccine candidate is
expected to include an upfront payment and future milestone payments to Evaxion from ExpreS2ion not
exceeding a six-digit USD amount, as well as sub-licensing royalty to Evaxion from ExpreS2ion based on
mid to lower two-digit percentage range of third-party licensee income depending on the clinical
development stage of the CMV asset at the time of sublicensing.

Share Issuances After the Reporting Period

During the period between January 1, 2023 and March 3, 2023 the Company sold 2,298,594 ADSs
representing the Company’s ordinary shares, DKK 1 nominal value, with each ADS representing one
ordinary shares, at a volume weighted average price (VWAP) of $1.90 per ADS. The ADSs were sold
pursuant to the Sales Agreement with JonesTrading dated October 3, 2022. After deducting fees, and
expenses, total proceeds to the Company from the sales of the ADSs were approximately $4.2 million. In
connection with such sales, the Company registered aggregate share capital increases of nominal DKK
2,298,594 with the Danish Business Authority.
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5

Employee benefit expenses

Years Ended December 31,

(DKK in thousands) 2022 2021
Wages and salaries ........oeeeeveiiiiiiiiineeeiiiiiiiiciiee e 57,853 47,705
Share-based compensation €Xpenses ...............eeenn.... 6,576 8,616
Defined contribution plans.........cccceeeeevviiiiiiiineeeennnn. 5,538 4,118
Other social Security eXpenses ........oeeeeevvvvrveirereeerenns 208 175
Other staff eXPenses ......cceeeeeeieiiiiiiiieeeeeiiiiiiiieeeeeeees 2,746 2,305
TOtAL ..o 72,921 62,919

Employee benefit expenses are split in 2022 with DKK 57,674 thousand in Research and
development costs (2021: 49,470) and DKK 15,247 thousand in General and administrative costs
(2021: 13,449).

The average number of full-time employees was 59 in 2022, and 53 in 2021.

Share-based compensation
Warrant Program

The Company’s Articles of Association allow for the granting of equity compensation, in the form of
equity settled warrants, to employees, consultants and Scientific Advisory Board members who
provide services similar to employees, members of executive management, and the board of directors.
The warrants granted in 2018 or before become exercisable upon an exit event, which triggers an
immediate vesting, or at any time as determined by the board of directors in accordance with the terms
of the plan. The warrants granted in 2022 and 2021 vest gradually over 36 months after grant date.
Warrants granted to the Board of Directors in 2022 vest over 12 month whereas granted warrants in
2021 vested immediately. The warrants granted in 2020 vest either gradually over 36 months or vest
immediately. Vested warrants are exercisable in certain exercise windows beginning in the second half
of the year of 2021. Warrants granted up until 2019 expire on December 31, 2036. Warrants granted
in 2022, 2021 and 2020 expire on December 31, 2031, respectively. For the years ended December
31,2022, 2021 and 2020, the number of warrants outstanding as a percentage of outstanding ordinary
shares was 11.4%, 11.8%, and 13.8%, respectively.

On January 4, 2021, the Company effected its Stock Split which also resulted in a reduction of the
nominal value of the Company’s ordinary shares from DKK 2 to DKK 1. In accordance with the anti-
dilution provisions of the warrant agreements, the number of warrants was increased by a ratio of 36
to 1 and the exercise price was decreased from DKK 2 to DKK 1. Accordingly, information related to
the Company’s warrants, have been retroactively adjusted to reflect the stock split and the bonus shares
for all periods presented.
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The following schedule specifies the outstanding warrants as at December 31, 2022:

Number of Exercise
warrants price per

Outstanding program outstanding warrant
Grant (December 2016) ........ccceeeeeereene. 437,114 DKK 1
Grant (September 2017) ....oovveeeeeeernnnnn. 617,184 DKK 1
Grant (December 2017) ......cceeeeeeeennnnnn. 122,040 DKK 1
Grant (during 2018) ........ciinininininnnns 170,496 DKK 1
Grant (February 2019) .......ccccoeeeeeeeinnnn. 7,956 DKK 1
Grant (September 2019) ......ccooeeeeeiiinn. 54,000 DKK 1
Grant (October 2019) .......ccoeeiiiieeeeennnn. 150,660 DKK 1
Grant (December 2020) ..., 193,064 DKK 1
Grant (April 2021) .coooeeeiiiiiiiieeeeeee, 1,655 DKK 1
Grant (June 2021) .....oooeeiiiiiiiieeen. 62,147 DKK 1
Grant (December 2021).......ccceeeeeeenennnn. 435,165 USD 5.38
Grant (March 2022) ....cooovveveeeeeeeeenn. 35,000 USD 2.96
Grant (June 2022) ....ocveeveeeeeeeeeeeeeennn. 65,000 USD 1,83
Grant (September 2022) ......cocovevveeen... 11,000 USD 2.42
Grant (December 2022)........cccceveurennns 380,612 USD 2.23
Granted at December 31, 2022............... 2,743,093
Warrants exercisable at December 31, 2022 1,988,106

During 2022, 388,181 warrants were exercised at an exercise price of DKK 1.

The compensation expense recognized for 2022 amounts to TDKK 6,147 (2021: TDKK 8,616).
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7 Investments in subsidiaries

Years Ended December 31,

(DKK in Thousands) 2022 2021
Cost at the beginning of the year ..........cccceveevenenen. 1 17,755
Repayment of capital during the year ........................ _ (17,754)
Cost at the end of the year ................cccoeviviiienninns 1 1
Value adjustments at the beginning of the year ......... 4,601 (10,704)
Net loss for the year .........ccoceevivieiienienieceee — —
Net gain for the year .......c..coceeevveeieiieniincninencnenenn 1,675 15,862
Effect of exchange rate adjustments ...........ccccceeevuennne (216) (557)
Value adjustments at the end of the year ................. 6,060 4,601
Carrying amount at the end of the year ................... 6,061 4,602
Evaxion Biotech A/S is the parent company of the following wholly owned subsidiary:
Country of % equity
Principal activities incorporation interest
Evaxion Biotech Australia PTY LTD Pharmaceutical R&D Australia 100
Evaxion Biotech Inc. Pharmaceutical R&D United States 100
8  Financial income and expenses
Years Ended December 31,
(DKK in Thousands) 2022 2021
Financial income:
Interest income, bank ..........ccceceeeiieiinienieiieeeee, 94 _
Remeasurement warrant obligation..............ccceevennen. 2,760 _
Foreign exchange gains..........ccceevveeeneenieneeieeeen, 17,027 9,954
Total financial INCOME...........cceevverieiiiieriieieenene 19,881 9,954
Financial expenses:
INterest EXPENSES ....cevveervieriiiiiiieiieeie et (245) (106)
Interest expenses, 1€aSiNg .......ccceeevveeeerienieneeienienenn (1,243) (774)
Interest expenses, 10an .........cccoccevevininiiieieeeen (4,190) (197)
Foreign exchange 10SSes..........cccvevvvevieieneenieeieeneenn. (5,187) (1,747)
Total financial €Xpenses .........ccccccevvevererierienennenn (10,865) (2,824)
Net financial items .............oooeviiiiiiiiieieceeeeeeeeeee 9,016 7,130
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10

11

Taxation

(DKK in Thousands)

Current tax On NEt 10SS ......ccveeivevieieeiieeeeieeeeeeen

Total income tax benefit for the period ..................

The income tax benefit arises from tax credits related to research and development costs.

Intangible assets

(DKK in Thousands)

Cost at December 31, 2021
Additions during the year

Cost at December 31, 2022
Amortization at December 31, 2021
Impairment for the year
Amortization at December 31, 2022

Carrying amount at December 31, 2022

Property and Equipment

(DKK in Thousands)

Cost at December 31, 2021
Additions during the year
Disposals during the year

Cost at December 31, 2022
Depreciation at December 31, 2021

Depreciation for the year
Depreciation revaluation

Depreciation at December 31, 2022
Carrying amount at December 31, 2022

Carrying amount of right-of-use assets at
December 31, 2022

Years Ended December 31,

2022 2021
5,500 5,530
5,500 5,530
Intangible
assets Total

608 608

608 608

(608) —

(608) —

0 608

Other Leasehold
Property Equipment Improvements Total

18,079 8,042 10,279 36,400
— 1,496 1,102 2,598
18,079 9,538 11,381 38,998
(1,020) (1,056) (382) (2,458)
(1,649) (1,394) (993) (4,036)
97 — — 97
(2,572) (2,450) (1,375) (6,397)
15,507 7,088 10,006 32,601
15,507 — — 15,507
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Leasing

In October 2020, the Company entered into a lease for approximately 1,356 square meters, which is
allocated on 839 square meters of office space, and 518 square meters of laboratory space in
Horsholm, Denmark. The commencement date for the lease of the 839 square meters of office space
was February 1, 2021 and the lease continues for a term of 10 years from that date. The
commencement date for the additional laboratory space was August 13, 2021 and the lease continues
for a term of 10 years with a subsequent 12-month cancellation notice period. No additions to
leasing debt in 2022 (2021: DKK 17,056 thousand) as a right-of-use asset.

DKK 9,206 thousand is payable after 5 years, relating to the lease liability.

Loan

Loan from Lessor

In addition to the ordinary lease payments, the Company obtained financing from DTU Science Park A/S
(“DTU”) for rebuilding the laboratory facility and engineering building to match the Company’s needs.
The Company will repay the DKK 8 million financing at a fixed interest rate of 6% over 8 years. If the
lease is terminated due to default by the Company before the outstanding balance, including interest
accrued, has been repaid, the remaining balance is due immediately. The finance liability is recorded at
costs, which approximates fair value at the time of issuance. The dispute mentioned in 2021 on cost prices
was settled with an effect of DKK 620 thousand.

DKK 2,068 thousand is payable after 5 years.

EIB Loan

In August 2020, the Company executed the EIB Loan, for a principal amount of €20.0 million,
divided into three tranches of tranche 1 in the amount of €7.0 million, tranche 2 in the amount of
€6.0 million and tranche 3 in the amount of €7.0 million. Under the EIB Loan Agreement, the
tranche balances are due six years from their respective disbursement dates.

The Company received the first tranche of €7.0 million (approximately $7.8 million) on February 17,
2022. The Company will repay the first tranche of the EIB Loan at a fixed interest rate of 3% per
annum and a payment-in-kind interest rate of 4% per annum. The loan is amortized to maturity using
an effective monthly interest rate of 0.78%.For the years ended December 31, 2022 and 2021 interest
expense related to the EIB Loan was $0.6 million and $nil, respectively. The loan is recognised with
DKK 75,236 thousand of whith DKK 67,428 thousand is payable after 5 years.

Following the present business plans the Company cannot draw the remaining 2 tranches of the loan.
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Warrant liability

The Company received the proceeds from the draw of the first tranche of the EIB Loan on February
17, 2022. In connection therewith, EIB received 351,036 EIB Warrants, at an exercise price of DKK
1 per warrant, which vested immediately, pursuant to the terms of a separate warrant agreement, the
EIB Warrant Agreement.The EIB Warrants are exercisable at any time after issuance either net in
cash or through payment of the exercise price and receipt of shares.

Therefore, the warrant liability is recognized in full upon issuance. The liability is measured initially
at its fair value and is subsequently remeasured at the redemption amount. The liability is classified
in level 1 of the fair value hierarchy. Due to the fact that the exercise price is insignificant compared
to the share price, there is virtually no time value. Consequently, the present value of the redemption
amount is equal to the current share price.

The warrant liability was initially recognised DKK 6,753 thousand and is after remeasurement
recognised with DKK 3,993 thouasand at December 31, 2022.

Contingent liabilities and contractual obligations

Litigations and Investigations

The Company is not involved in any pending litigations, claims and investigations that individually and in
the aggregate is expected to have a material impact on the financial position, operating profit or cash
flow.

The contractual obligations amount to DKK 10,862 thousand of which DKK 4,171 thousand is payable
within 12 month. All contractual obligations expire within 5 years.

Bonus share issuance

On January 4, 2021, the Company effected a 2:1 share split and a bonus issuance of shares in the ratio of
17:1 of the Company’s authorized, issued and outstanding ordinary shares.
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