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About
LEO Foundation

About LEO Foundation

The LEO Foundation was established in 1984 by
the former owner of LEO Pharma, Knud E. Abild-
gaard. The LEO Foundation’s primary purpose

is to ensure the ongoing development of LEO
Pharma as an independent, competitive and
research-based pharmaceutical company. The
LEO Foundation is the ultimate sole owner of LEO
Pharma.

The LEO Foundation pursues the philanthropic

purpose of supporting international dermatolog-
ical research projects and activities that address
issues in disease understanding, disease treat-

ment, disease awareness and patient well-being.

The LEO Foundation is independent of heirs,
outside shareholders and other interests, and is

among Denmark’s largest commercial foundations.

About LEO Group

The LEO Group consists of the LEO Foundation,
LEO Holding A/S and LEO Pharma A/S, including its
Danish and international subsidiaries (collectively
LEO Pharma Group).

LEO Group legal structure

LEO Foundation

100%

LEO Holding A/S

LEO Pharma Group



The LEO Foundation team, from left: Jesper Mailind, CEO; Arne Mandge, Head of LEO Historical Archives and Museum; Peter Kjeldsen Hansen, Director,
Legal & Business Development; Ida Brams, Chief Grant Officer; Morten Stampe Christensen, Chief Investment Officer; Charlotte Bugge Thers, PA; Lars Kruse,

Scientific Officer; and Mette Poulsen, Finance Manager.

About LEO Pharma

LEO Pharma develops, manu-
factures and markets pharma-
ceutical drugs for dermatolog-
ic and thrombotic patients in

more than 100 countries glob-
ally. In 2017, LEO Pharma had
revenue of DKK 10,481 million
and an EBIT of DKK 852 million,
and employed more than 5,000

people worldwide.

Total assets

The LEO Foundation’s assets
consist of its ultimate sole
ownership of LEO Pharma, with
a book value of DKK 8.4 billion
and financial assets valued at
DKK 18.2 billion.
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Management

review

2017 represented a significant milestone for the LEO Foun-
dation. During the year, the Foundation took several steps
to develop the LEO Group, including the LEO Foundation
and LEO Pharma, in order to have a more modern govern-
ance structure similar to that of other large Danish commer-
cial foundations. As we enter 2018, the LEO Foundation is
fully operational, with its own independent organisation,
processes and systems.

The new structure and governance model enables the LEO
Foundation to exert active ownership of LEO Pharma, man-
age its financial assets and develop its grant activities to
increase impact. A new organisation has been built to man-
age the Foundation’s activities. Jesper Mailind assumed the
position of CEO on 1 April 2017, and the organisation has
since developed, with the addition of relevant competenc-
es within investments, grants, finance, legal and business
development. By year-end, the organisation had reached a
level where it is fully capable of independently handling its
future role.

Substantial efforts have been made to define the scope of
the Foundation’s active ownership of LEO Pharma. A man-
date has been issued to LEO Pharma’s Board of Directors,
long-term performance targets for the company have been
agreed and a new capital structure has been implement-
ed in the LEO Group. All efforts have been made with the
objective of ensuring LEO Pharma’s continued success as a
research-based pharmaceutical company delivering inno-
vative solutions to patients.

In 2017, two major structural changes were made to ensure
a modern and future-proof corporate structure for the LEO
Group.

The first and most significant change was the establish-
ment of a wholly owned holding company, LEO Holding A/S,

EO FOUNDATION

which now holds all the shares in LEO Pharma. In connec-
tion with this, the accumulated capital reserves in LEO
Pharma amounting to DKK 17.2 billion were transferred to
LEO Holding A/S, where all asset management activities will
reside.

The second change was the consolidation of the LEO
Pharma Research Foundation and the LEO Foundation. As
aresult, the LEO Foundation has taken over all the activ-
ities previously carried out by the LEO Pharma Research
Foundation.

At the Annual General Meeting in March 2017, the LEO
Foundation Board of Trustees was strengthened with
the election of Eivind Kolding and Peter Schwarz as new
members. Eivind Kolding and Peter Schwarz bring strong
competences and insight to the Board of Trustees within

general management, finance, science and grants.

In terms of grants, 2017 represented a transitional year.
Following a grant level in 2016 of DKK 85 million, the LEO
Foundation Board of Trustees decided to temporarily
lower the grant level in 2017 to allow for sufficient focus on
implementing the new structure and governance model
and building a new grant organisation, including relevant
processes and systems.

Akey eventin 2017 was the inauguration on 15 June of

the LEO Foundation Center for Cutaneous Drug Delivery
(LFCCDD) at the University of Copenhagen, Denmark. The
LFCCDD is a strategic initiative which the LEO Foundation
hopes will develop into a global excellence centre enabling
new discoveries with the potential to lead to better and
more effective treatments for people living with skin diseas-
es. The LEO Foundation’s 2017 grants and awards support-
ed basic and translational dermatology research.



Towards the end of 2017, the LEO Foundation began updat-
ing its strategies with the objective of outlining the future
scope and activities of the Foundation. The strategies are
prepared with the active involvement of members of the
Board of Trustees. With a clear strategy, a strong organisa-
tion and efficient processes in place, the LEO Foundation
will be able to substantially increase its grant level and
subsequentimpact in the coming years.

From left: Jesper Mailind, CEO, and Lars Olsen, Chairman of the Board of Trustees.

Going forward, the LEO Foundation is fully dedicated

to fulfilling its role as an active owner of LEO Pharma,
generating attractive returns from its financial investments
and promoting leading research projects within the
dermatological field worldwide.







Key events

2017 was a significant year for LEO Pharma as revenue
exceeded DKK 10 billion for the first time in LEO Pharma’s
more than 100-year history.

In 2017, LEO Pharma took significant steps towards help-
ing more people with biologic treatments. In May, phase 3
clinical studies were initiated for tralokinumab - a biologic
compound under development for the treatment of moder-
ate-to-severe atopic dermatitis. In September, the company
launched Kyntheum® (brodalumab), a new biologic treat-
ment for people with moderate-to-severe plaque psoriasis.

In March, LEO Pharma started construction of a new R&D
hub in Shanghai, China, to increase its presence and ca-
pabilities on the Chinese market. The company’s ambition
is to be the preferred partner and leading dermatology
company in China by 2020.

Furthermore, the company joined forces with Almirall by
entering into a collaboration to advance science in derma-
tology by setting a new standard for skin sampling. The aim
is to develop and clinically validate a painless, minimally
invasive skin sampling method.

Revenue

LEO Pharma’s revenue in 2017 increased by DKK 618 million,
or 8%, compared to 2016, to DKK 10,481 million in local cur-
rencies. Of this growth, DKK 440 million related to the full-
year effect of the new LEO portfolio acquired from Astellas
in 2016. Adjusted for this, organic growth was 3%.

Revenue by region

Region Europe+ grew by DKK 297 million, or 6% in local
currencies to DKK 6,379 million. The full-year impact of the
new LEO portfolio acquired from Astellas contributed DKK
194 million. Excluding this effect, Region Europe+ grew by
4% in local currencies in 2017.

LEO Pharma

Region US grew by DKK 132 million, or 13% in local currencies
to DKK 1,357 million. The topical psoriasis market in the US is
dominated by generic solutions due to the continued focus

on higher rebates combined with increased patient payment.

Region International grew by DKK 189 million, or 8% in local
currencies to DKK 2,745 million. Excluding the full-year im-
pact of the new LEO portfolio acquired from Astellas, sales
grew by 2%. The new LEO portfolio grew by 6%, driven by
LAMEA and Asia, particularly China.

Operating profit

Operating profit before depreciation and amortisation
increased from DKK 1,343 million to DKK 2,005 million. Op-
erating profit rose from DKK 338 million to DKK 852 million
in 2017 - an increase of more than 100%.

The increase in operating profit was predominantly driven
by realised cost savings from the efficiency projects
launched in 2016, and the total impact of these projects
was DKK 325 million in 2017. The efficiency projects will
continue, and an additional impact is expected in 2018
from optimised processes, IT infrastructure and product
portfolio.

In December, LEO Pharma announced its decision to
discontinue its ingenol disoxate pipeline project. Ingenol
disoxate was intended to be produced at LEO Pharma's
production site at Southport, Australia, and the site will
be shut down during 2018. A write-down of DKK 170 million
was made in December 2017 for impairment of assets and
to cover expected shutdown costs.

Research and development costs increased from DKK 1,290
million to DKK 1,602 million. The planis to gradually increase
R&D investments towards 2025. In 2017, LEO Pharma sucess-
fully progressed its pipeline within biologic and systemic
treatments. This led to increased investments in the R&D
portfolio, such as the development of Kyntheum® (brodalum-
ab) and the initiation of phase 3 studies for tralokinumab.
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Shaping dermatology

All over the world, skin diseases are a burden for individ-
uals, families and societies. A strong focus on addressing
high unmet needs lies at the heart of LEO Pharma’s corpo-
rate strategy.

Dermatology is changing due to scientific progress and

the application of new technologies such as immunologic
approaches. LEO Pharma is determined to play a key partin
driving this development and is recognised for having made
significant and bold advances in dermatology.

A strong and expanding pipeline

In 2017, LEO Pharma successfully progressed its pipeline
within biologic and systemic treatments. The pipeline
represents a strong mix of projects aimed at topical, oral
and injectable treatments. The clinical stage part of LEO
Pharma's pipeline includes tralokinumab, an IL-13 antibody
for the systemic treatment of atopic dermatitis (phase

3a), and Kyntheum® (brodalumab), an IL-17R antibody for
the systemic treatment of moderate-to-severe psoriasis
(launched in Europe in 2017).

The pipeline also includes a novel JAK (Janus kinase)
inhibitor (phase 2b) and a SEGRA (selective glucocorticoid
receptor antagonist) molecule (explorative clinical testing),
both candidates for the non-steroidal topical treatment of
inflammatory skin conditions. Finally, the pipeline includes
an orally bioavailable PDE4 (phosphodiesterase 4) inhibitor
for psoriasis (phase 2b) and an injectable anti-IL-22R anti-

body for the systemic treatment of severe eczema (phase 1).

Furthermore, LEO Pharma has taken its first steps towards
developing new medicines for rare skin diseases to help the
many people whose treatment needs are currently unmet.

Innovation ecosystem

In 2017, LEO Pharma continued its efforts to pursue inno-
vation for healthy skin through its own R&D capabilities, its
global partnerships, the LEO Science & Tech Hub, LEO Inno-
vation Lab and the LEO Pharma Open Innovation platform.
With the LEO Science & Tech Hub in Boston, US, LEO Phar-
ma has key people precisely where some of the most signif-
icantinnovation is taking place, and in 2017 this led to new
collaborations and partnerships with several innovative
start-up companies and leading US academic institutions.
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Through the company’s LEO Innovation Lab, digital technol-
ogies are successfully being explored and implemented to
optimise the interaction between patients and physicians,
improve patients’ individual awareness and treatment, and

provide new data and insights.

Via the LEO Pharma Open Innovation platform, any external
partner can have their compound tested - confidential-

ly and for free - for its potential to treat dermatological
diseases. A key principle of LEO Pharma’s Open Innovation
initiative is trust between the parties.

Outlook

In 2018, growth at LEO Pharma is expected to come primar-
ily from the continued launches of Enstilar® and Kyntheum®
as well as Daivobet®in Japan, leading to annual revenue

in the DKK 10-10.5 billion range. The financial result will be
challenged by continued pressure for price reductions in
the US and the risk of increased generic competition for
Daivobet® Ointment and Protopic®in Europe.

LEO Pharma will significantly increase its spending on
research and development, including spending related to
the phase 3 studies with tralokinumab. Combined with
modest growth in sales, LEO Pharma expects this to lead to
an operating profit around break-even.

LEO Pharma’s 2025 strategy focuses on addressing high
unmet needs with the aim of helping 125 million people
in 2025. To achieve this goal, the company plans to make
further acquisitions and invest significantly in innovation
within new biologic, systemic and topical treatments.

Elements of uncertainty

Financial expectations are subject to uncertainties and
assumptions. This may cause actual results to differ from
expectations. The factors that may affect future results
include delayed or unsuccessful development projects,
market-driven price reductions for products, exposure to
product liability and other lawsuits, and changes in reim-
bursement rules and legislation.

For further information about the LEO Pharma Group,
please refer to LEO Pharma’s Annual Report.
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Investment report

2017 proved - like 2016 - to be a good year for global
financial assets, with synchronised global growth providing
support for risky assets. Furthermore, an accommodative
monetary policy from the European Central Bank and only
three interest rate increases from the US Federal Reserve
not only kept longer-term yields fairly unchanged but also
made investors continue their search for yield, thereby
compressing credit spreads even further.

A satisfactory portfolio return

The return on the LEO Group's financial portfolio was 4.7%
in 2017, with positive contributions from all asset classes. In
light of the fairly low portfolio risk, this is considered satis-
factory. The portfolio return stems from four sources: listed
global equities, European corporate investment-grade
bonds, Danish and European covered bonds and, finally,
Danish mortgage bonds. The first three asset classes were
managed externally, whereas the last was managed by LEO
Pharma A/S.

Listed global equities saw a return of 12.1%. As the equity
portfolio had hedged its currency exposure, there was no
negative impact from the declining USD. Part of the equities
portfolio was indexed, while the rest followed a low-volatili-
ty strategy, which, in 2017, underperformed its benchmark.

The return on European corporate investment-grade bonds
was 3.4%. The return was primarily driven by tightening of
credit spreads, but also by external managers outperform-

ing.

The Danish and European covered bonds managed to
return only 1.4%. Seen in the light of negative short-term
rates, this return is nevertheless satisfactory.
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Finally, the Danish mortgage bonds saw a return of 4.0%.
The return was primarily driven by a repricing of Danish
mortgage bonds, as very high demand from foreign
investors made mortgage spreads on government bonds
tighten significantly.

Investment strategy going forward

Due to the very special market conditions in the fixed in-
come markets, with negative yields for short- and medium
-term government bonds in Denmark and the eurozone,
and very tight credit spreads on corporate credit bonds,
the portfolio will be more diversified across asset classes in
2018. As a result, more credit components and alternatives
will be introduced into the portfolio, and the allocation will
be tilted towards more equities.

Financial investment market value on 31 December
2017, DKK 17.2 billion

Equities:
3.3;19%

Danish mortgage

bonds:
5.2;30%
Real estate:
0.3; 2%
Corporate
bonds:
4.5;26%

Covered bonds;:
3.9;23%

DKK billion; % of total






Grant activities

Grants and awards

2017 represented a transitional year for the LEO Foundation
in terms of grants and awards. The Board of Trustees de-
cided on a grant level of DKK 40 million, which was signif-
icantly lower than the total grant sum of DKK 85 million in
2016. This decision was taken to allow sufficient focus on
implementing the new structure and building the organisa-
tion, including relevant processes and systems.

3,000 different skin diseases

At any point in time, an estimated one in four people world-
wide are living with a skin disease, making skin diseases
some of the most prevalent diseases. There are approxi-
mately 3,000 different skin diseases - all of which carry a
psychosocial burden and most of which have associated
comorbidities. Yet skin diseases continue to receive little
attention in global health and, as a result, the burden of
disease remains high.

By supporting the best research projects and activities
within dermatology on a global scale, the LEO Foundation
aims to make an impact that will ultimately mean signifi-
cantly improved quality of life for those living with a

skin disease.

16 research projects supported in 2017

Atotal of 16 research projects were supported in 2017, of
which 8 were in Denmark. Approximately half of the total
grant sum was awarded to the Danish projects, while the
remainder was given to international projects. Most of the
2017 projects were focused on atopic dermatitis and skin
cancer, and were basic research projects.

Two projects that received LEO Foundation grants in 2017
are highlighted here, and more details about all 16 projects
can be found on www.leo-foundation.org.

Malignant melanoma has the highest mortality rate among
skin cancers, and developing new therapeutic targets is

extremely important. Professor Francesco Cecconi from
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the Danish Cancer Society Research Center received DKK
3.8 million to furtherinvestigate the AMBRAL gene in mela-
noma as one possible route towards using the body’s own
defence against diseases such as cancer.

Professor Cecconi was the first to identify the AMBRAL
gene and has been unravelling its multiple functions
for the past 10 years. He has already demonstrated that
AMBRA1 plays a role as a tumour suppressor in vivo, and
preliminary data indicate the gene’s potential role as a
therapeutic target in cancer. Intriguingly, most AMBRAL
gene mutations were found in melanoma patients.

Furthermore, psoriasis research was granted support,

with DKK 3 million being given to a team of researchers in
Boston, US, led by Associate Professor Markus Frank from
Harvard Medical School, Boston Children’s Hospital, and
Assistant Professor Christine G. Lian and Professor George
F. Murphy, both from Harvard Medical School, Brigham and
Women’s Hospital. Their work represents a new, targeted
therapeutic approach designed to cure psoriasis, since,
despite decades of research, the root cause of psoriasis re-
mains unknown and targeted approaches to cure psoriasis
have been elusive.

The team in Boston has proposed a novel hypothesis that
psoriasis is driven by immune-mediated dysregulation of
stem cells within the epidermal and dermal compartments.
In this project, the team will test their hypothesis with

a highly focused goal of defining the primary event(s) in
lesion formation.

LEO Foundation Center for Cutaneous

Drug Delivery

On 15 June 2017, the inauguration of the LEO Foundation
Center for Cutaneous Drug Delivery (LFCCDD) at the Univer-
sity of Copenhagen was celebrated, following a strategic
grant of DKK 40 million over 10 years awarded in 2016.
Headed by Professor Martin Malmsten, the centre will con-
duct research into what happens in and on the skin when



Number of grants per country; 16 grants in total Grant amount per country; DKK 38.3 million in total

UK France ol
4%

France 1 Estonia 3%
1 4%

Estonia
1

Canada
11%

Canada Denmark

50%

Denmark
8

USA
28%

USA

Number of grants per disease area

0

DISEASE Psoriasis Skin cancer Atopic General Skin allergy Acne Wound healing
AREA dermatitis dermatology

Number of grants per research type

12

10

2

0

RESEARCH Basic Translational
TYPE
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drugs are applied. The focus will be on the physical-chem-
ical aspects of the interaction between skin and drugs,
which is important for the development of new drugs.
Following the inauguration, a strong team of outstanding
researchers was enrolled, which provides a strong basis for
conducting research and gaining knowledge that will help
improve our understanding of what goes on when drugs are
applied through the skin.

Other key events in 2017

On 28 September, at the annual meeting of the European
Society for Dermatological Research in Salzburg, Aus-

tria, the LEO Foundation Gold Award of DKK 1 million was
presented to Dr Maria Kasper, Karolinska Institute, Sweden,
and the LEO Foundation Silver Award of DKK 500,000 was
presented to Professor Christoph Schlapbach, University
of Bern, Switzerland. The LEO Foundation Gold and Silver
Awards are presented annually to two young scientists
whose work represents extraordinary contributions to med-
ical research.

On 26 October, LEO Foundation Day was held at the “Black
Diamond” in Copenhagen, Denmark. Selected projects that
had received funding were presented by the grantees to

an audience of approximately 100 people from academia,
industry and other foundations and institutions.

Focus on results

The LEO Foundation aims to maximise the impact of its
grants. In 2017, we thus initiated a significant strengthening
of our grant application evaluation process — and similarly,

we have increased our focus on impact.

The grant recipient and/or their host institution retain(s) all
intellectual property rights derived from LEO Foundation
grants. The LEO Foundation must be properly recognised,
e.g. under "acknowledgements", in scientific publications.

Looking ahead

The LEO Foundation has started work on its grant strategy
to meet its ambition of making an impact for patients and
society by supporting the best dermatological research
worldwide. With a clear strategy, a strong organisation
and efficient processes in place, the LEO Foundation will
be able to increase its grant level and subsequent impact
substantially in the coming years.

The proposed grant limit for 2018 is DKK 80 million.

Inaugurated on 15 June, 2017 the LEO Foundation Center for Cutaneous Drug Delivery at the University of Copenhagen is poised to become a global
lighthouse with some of the strongest research profiles in dermatology.



“T believe that the centre has
the potential to be a creative
space dedicated to innovative
research methods and new
analytical technologies. And
that it will be able to generate
knowledge that can and will
benefit patients as well as
society in general.”

— Lars Olsen, Chairman of the LEO Foundation.
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Project portfolio overview

Grants awar- Grants Total
ded before awarded grants
(DKK million) 2017 in 2017 awarded

Paid out
before
2017

Paid out
in2017

Pending
payments

Prashiela Manga, New York University School of

Medicine, US

Melanocyte stress response pathways and their role

in the onset of vitiligo 0.0 5.0 5.0

0.0

0.9

4.1

Nanja van Geel, Ghent University Hospital, Belgium
Development and validation of scoring systems for
outcome measures of vitiligo 0.0 0.7 0.7

0.0

0.2

0.5

Catharina Maria Niessen, CECAD Cologne, Germany

Epithelial Differentiation and Keratinization, Gordon

Research Conference (GRC) and Gordon Research

Seminar (GRS) 0.0 0.2 0.2

0.0

0.2

0.0

Transfer of grant letters not issued from
2016 5.9 (5.9)

Emma Guttman, Icahn School of Medicine at Mount

Sinai, NYC, US

Towards a personalized medicine approach for atopic

dermatitis 0.0 4.7 4.7

0.0

0.7

4.0

Elena Papaleo, Danish Cancer Society Research

Center, Copenhagen

P14-ARF in familiar melanoma: a promising target

that acts as melanocytes guardian 0.0 1.3 1.3

0.0

0.5

0.8

Carsten Geisler, University of Copenhagen
GLP-1R signaling in T cells in relation to psoriasis 0.0 2.0 2.0

0.0

0.6

1.4

Markus Frank, Christine G. Lian and George Murphy,
Harvard Medical School, US
Epidermal and Dermal Stem Cells in Psoriasis 0.0 3.0 3.0

0.0

0.0

3.0

Peter R Hull, Dalhousie University, Canada
Replicating Peeling Skin Diseases in a Living Skin
Model 0.0 2.2 2.2

0.0

0.4

1.8

Francesco Cecconi, Danish Cancer Society Research

Center, Copenhagen

The pro-autophagic tumor suppressor AMBRA1 as a

novel therapeutic target for melanoma 0.0 3.8 3.8

0.0

0.0

3.8

Richard D. Granstein & George W. Hambrick, Weill

Cornell Medical College, NY, US

Regulation of immunity by Calcitonin Gene-related

Peptide through effects on endothelial cells 0.0 3.3 3.3

0.0

0.0

3.3

Dany Nassar, Université Paris, France
Functional analysis of the genomic abnormalities of
non UV-induced skin squamous cell carcinomas 0.0 1.0 1.0

0.0

0.0

1.0

Stephan Sylvest Keller, DTU Nanotech, Denmark
Instantaneous monitoring of allergic reactions in the
skin 0.0 0.6 0.6

0.0

0.0

0.6

18
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Grants awar- Grants Total Paid out
ded before awarded grants before Paid out Pending

(DKK million) 2017 in 2017 awarded 2017 in 2017 payments
Ana Rebane, University of Tartu, Estonia
The function and therapeutic potential of miR-146
family in the suppression of Type-2-cell-promoting
environment in atopic dermatitis 0.0 1.7 17 0.0 0.0 17
Martin Petkovich, Cancer Research Institute
Queen’s University, Canada
Determining the role of retinoic acid metabolism in
acne treatment: Genetic and small molecule blocka-
de of CYP26 in the Rhino mouse model of cystic acne 0.0 2.2 2.2 0.0 0.0 2.2
Jacob Pontoppidan Thyssen, Herlev and Gentofte
Hospital, Denmark
Investigation of atopic dermatitis in Greenland;
distinct genotypes, phenotypes and immunotypes 0.0 5.1 5.1 0.0 0.0 5.1
Carsten Geisler, University of Copenhagen
Regulation of IL-22 secretion by vitamin D in relation
to Atopic Dermatitis 0.0 2.8 2.8 0.0 0.0 2.8
Andrea Heinz,
University of Copenhagen
Development of elastin-based biomaterials for
wound healing 0.0 1.5 1.5 0.0 0.0 1.5
Thomas Bjarnsholt, University of Copenhagen
The spatial composition and distribution of the cuta-
neous microbiota in atopic dermatitis and healthy
skin 0.0 2.9 2.9 0.0 0.0 2.9
Girish Patel, Cardiff University, UK
Elucidating the stem cell basis for skin field
cancerisation 0.0 1.7 1.7 0.0 0.0 1.7
Maria Kasper, Karolinska Institute, Sweden
LEO Foundation Gold Award 0.0 1.0 1.0 0.0 1.0 0.0
Christoph Schlapbach, University of Bern,
Switzerland
LEO Foundation Silver Award 0.0 0.5 0.5 0.0 0.5 0.0
Total grants before 2017 173.5 0.0 173.5 49.0 30.0 94.7
Roundings 0.0 (0.3) (0.3) 0.0 (0.1) (0.4)
Total grant letters issued 179.4 41.0 220.4 49.0 34.9 136.5
Returned funds from completed projects 0.0 (2.7) (2.7) (2.7)
Total committed grants 179.4 38.3 217.7 49.0 32.2 136.5
Transfer of non-committed grants from 2016 0.0 (0.6) 0.0
Non-committed grants (transferred to next year) 0.6 2.3 2.3
Total grant limit 180.0 40.0 220.0 49.0 32.2 136.5

For more information about the projects and activities that the LEO Foundation supports, including
beneficiaries and the LEO Foundation’s grant policy, please visit www.leo-foundation.org
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Governance

As the ultimate sole owner of LEO Pharma and as a large
Danish commercial foundation with increasing philanthro
pic activities in the form of grants and awards, the LEO
Foundation has considerable societal influence in Den-
mark and beyond. Thus, we have an important obligation
to operate transparently and with integrity, and we fully
support and comply with all the recommendations of the
Danish Committee on Foundation Governance. For further
information, please visit

www.leo-foundation.org/governancerecommendations.

The members of the Board of Trustees of the LEO Founda-
tion also make up the Board of Directors of LEO Holding A/S.
Both Boards meet at least four times a year and, in addition,
hold an annual seminar to discuss and review strategies.

Two permanent Board committees have been set up: a
Grant Committee (as part of LEO Foundation) and an Invest-
ment Committee (as part of LEO Holding A/S). Both meet at
regular intervals. In addition, ad hoc committees are estab-
lished when deemed relevant, to handle specific matters.

The LEO Foundation Board of Trustees consists of 10 mem-
bers. Seven members are appointed in accordance with
the Foundation’s charter, while three members are elected
by LEO Pharma employees. The composition of the Board
reflects the qualifications and skills necessary for the LEO
Foundation to fulfil the objectives specified in its charter.
In 2017, Eivind Kolding and Peter Schwarz were appointed
as new members, contributing solid skills and experience
within general management, finance, science and grants to

the Board of Trustees.

Statutory Report on Gender Diversity

The Board strives to ensure that, by 2020, at least 40% of
charter-appointed members are female and, similarly, that at
least 40% of its members appointed according to the charter
are male. At the end of 2017, 30% of the charter-appointed

members were women.
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In 2015, LEO Pharma set the goal to have at least two female
members on its Board of Directors (in addition to the em-
ployee-elected members) by 2019. With the appointment of
one additional female board member in 2017, this goal was
achieved. A new goal will be set by the company at the begin-
ning of 2018. On average, both genders are equally represent-
ed (by at least 40%) at management levels below the Board
of Directors of LEO Pharma A/S.

Active ownership of LEO Pharma

The LEO Foundation’s primary objective is to ensure the

long-term success of LEO Pharma. We exert our ownership

actively by electing highly qualified professionals to the

LEO Pharma Board of Directors and by:

+ Issuing a mandate to LEO Pharma’s Board of Directors
specifying the fundamental values, frame and scope of
the company

« Approving the long-term performance targets and
capital structure of the company

« Endorsing the strategy proposed by LEO Pharma’s
Board of Directors.

LEO Pharma issues a quarterly report on the progress and

performance of the business, followed by status meetings.

In addition, an annual “Capital Market Day” is held, during

which the strategic progress is reviewed and discussed.

LEO Holding A/S holds two ordinary seats on the company’s

Board of Directors.

Grant Committee and grant work

Our grant activities aim to support the best international
dermatological research. The Grant Committee supervises
the grant activities and advises the Board of Trustees on
grant-related matters, including strategies and policies.

A Scientific Evaluation Committee with external members
has been set up to assist the Grant Committee in evaluat-
ing all research grant applications. The applications are
assessed in a consistent manner based on the scientific
quality of the project, the qualifications of the applicant
and the academic standard of the host institution. The



final decisions to award grants are made by the Board of and recommends investment strategies and policies to the

Trustees. Board, and ensures theirimplementation in cooperation

with the Executive Management. The Committee also mon-
Investment Committee itors and reviews relevant internal controls, risk manage-
The Investment Committee advises the Board on matters ment and governance models.

relating to investments and asset management. It prepares
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Board of Trustees

In accordance with the governance recommendations is-

sued by the Danish Committee on Foundation Governance,

the LEO Foundation discloses the following information

about the Board of Trustees:

Lars Jens Bo Ingelise John
Olsen Olesen Saunders Mehlbye

Position Chairman Vice Chairman Board member Board member
Born 1965 1951 1949 1950
Gender Male Male Female Male
Joined the Board of Trustees 2015 2007 2016 2008
Re-elected Yes Yes Yes Yes
Term expires 2019 2019 2019 2019

Member’s special skills

Pharma, general mana-
gement, R&D, sales and
marketing

Pharma, general
management,
sales and marketing

Pharma, general mana-
gement, biotech, sales
and marketing,
business development,
drug development

Pharma, general
management, product
supply

Other management
positions

LEO Holding A/S,
Chairman

LEO Foundation, Grant
committee member

LEO Holding A/S,
Board member

LEO Foundation,
Grant committee

LEO Holding A/S,
Board member

LEO PharmaA/S,
Board member

LEO Holding A/S,
Board member

LEO Holding A/S,
Investment committee

member member
Acesion Pharma ApS,
Chairman Jstagergaard,
Board member
MinervaX Aps, Chairman
Appointed by the authorities No No No No
Member considered independent? No No Yes No
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Eivind
Kolding

Peter
Schwarz

Cristina
Lage

Allan Carsten
Dahl

Jannie
Kogsball

Lars
Kjoller

Board member

Board member

Board member

Employee-elected
Board member

Employee-elected
Board member

Employee-elected
Board member

A
’
i
1959 1959 1954 1967 1962 1967
Male Male Female Male Female Male
2017 2017 2016 2017 1998 2015
No No Yes No Yes No
2019 2019 2019 2018 2018 2018
General Endocrinology, General and R&D information Production, Organic process R&D,
management, medicine and clinical change management, search and analysis, processes CMC development
finance, law biochemistry investment and asset scientific competitive

management, financial
risk management

intelligence

LEO Holding A/S,
Board member

LEO Holding A/S,
Board member

LEO HoldingA/S,
Board member

LEO Holding A/S, LEO Holding A/S, LEO HoldingA/S,
employee-elected Board employee-elected Board employee-elected Board

member member member
LEO Holding A/S, LEO Foundation, Grant LEO PharmaA/S,
Investment committee committee Chairman Board member LEO PharmaA/S,
member employee-elected Board
LEO HoldingA/S, member
Danish Ship Finance, Investment Committee,
Chairman Chairman
CASA Group, Chairman Arbejdsmarkedets
Erhvervssikring,
NNIT, Board member Chairman
Axcelfuture, Advisory Det Obelske Familiefond,
Board member Board member
Kunstforeningen Gl SEB Pension DK,
Strand, Chairman Vice Chairman and
Chairman of audit
BiQ ApS, Board member committee
Den Berlingske Fond,
Board member
C.L. Davids Fond, Board
member
Nykredit, member of
Board of Representatives
No No No No No No
Yes Yes Yes No No No
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Corporate Social
Responsibility

The LEO Foundation plays an active role in society through
our substantial grants to science and research both in
Denmark and abroad. Please refer to the Grant activities
section above for further details about projects and bene-

ficiaries.

Transparency, integrity and social responsibility are key
values throughout our organisation. The LEO Foundation
has not defined its own detailed policies for CSR, environ-
mental and climate impact, or human rights, as the vast
majority of the LEO Group’s business and activities is car-
ried out in LEO Pharma, which has comprehensive policies
and procedures in place within all three areas.

To support its ambition of taking CSR efforts to the next
level, LEO Pharma has chosen right to health, right to
privacy, mental well-being at work, anti-corruption and
responsible supply chain management as focus areas for
2018-2020. For the next three years, the company will work
actively to achieve the KPIs set within each of these areas.
Specific action plans have been developed to drive pro-
gress within the CSR focus areas. The LEO Foundation fully
supports and encourages these efforts through our active
ownership of the company. For further description of the
activities implementing the LEO Pharma CSR policy and the
2017 performance and results, please refer to LEO Phar-
ma’s annual report and the CSR report available at www.
leo-pharma.com/home/leo-pharma/business-ethics
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Given the type of business conducted in the LEO Foun-
dation, our direct impact on climate end environment

is limited. On LEO Group level, the main impact stems

from LEO Pharma’s six production facilities. Protecting

and preserving the environmentis an integral part of LEO
Pharma’s daily business, and the company works actively
to minimize its impact. One of the goals achieved by LEO
Pharma in 2017 was the establishment of a carbon footprint
baseline for the thrombosis product, innohep®. A product
carbon footprints provides an overview of the negative
environmental impact of a product and makes it possible to
prioritise efforts to protect the climate.

The LEO Foundation supports and respects the protection
of internationally adopted human rights. On LEO Group
level one of the key focus areas is supplier assessment and
management, ensuring that suppliers respect and protect
human rights when supplying their goods and services.
The vast majority of the LEO Group’s supplier relationships
tie into LEO Pharma which has implemented supplier risk
assessment procedures inspired by the UN Guiding Princi-
ples for Business and Human Rights. An important result
in 2017 was the completion of an update of LEO Pharma’s
third party compliance procedure. Through close collabo-
ration between relevant internal stakeholders, the existing
procedure for third party compliance was replaced by a
procedure for sustainable procurement.
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Risk

management

LEO Pharma

Business and financial risks associated with operations
are managed by LEO Pharma, which has defined risk
management policies and procedures. LEO Pharma works
continuously to ensure a reasonable balance between risk
exposure and value creation. The LEO Foundation is kept
updated about relevant risks through regular reporting
from LEO Pharma’s Management and via our two seats on
LEO Pharma’s Board of Directors.

Financial portfolio risks

In December 2017, the financial portfolio was transferred
from LEO Pharma to the newly established holding com-
pany, LEO Holding A/S. Going forward, the portfolio will be
managed in accordance with LEO Holding’s Investment Pol-
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icy issued annually by LEO Holding’s Board of Directors. The
Investment Policy states the strategic asset allocation and
the boundaries for each asset class within which tactical
asset allocation decisions can be made. Furthermore, the
Investment Policy defines the limits on counterparty risk,
overall duration risk and liquidity of the financial portfo-
lio. Currency risk is hedged for all fixed income exposure,
while equity investments are generally with full currency
exposure. All asset classes, external managers and external
investment funds are approved by the Board's Investment
Committee prior to any investments.

Compliance with the Investment Policy is verified by our fi-
nance department, and investment results are documented
in reports to the Investment Committee and the CEO.
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Financial
highlights

O FOUNDATION

(DKK million) 2017 2016 2015 2014 2013
Income statement

Operating profit 835 329 759 758 671
Financial items 941 789 179 1,290 1,002
Profit before tax 1,773 1,115 925 2,048 1,673
Net profit for the year 1,383 723 713 1,544 1,175
Balance sheet

Non-current assets 8,216 19,471 14,895 17,357 22,681
Current assets 23,608 17,500 17,333 14,284 10,474
Total assets 31,824 36,971 32,228 31,641 33,155
Equity 26,519 25,094 24,804 24,622 23,239
Ratios

Return on equity 7% 4% 4% 9% %
Solvency ratio 83% 68% 77% 78% 70%

The figures for 2017 and 2016 as well as the balance sheet items and ratios for 2015 have been prepared in accordance with IFRS. All other figures
have been prepared in accordance with the Danish Financial Statements Act.
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Income statement

1JANUARY - 31 DECEMBER

NNUA 017 IDATION
CONSOLIDATED FINANCIAL STATEMENTS - LEO GROUP

FOUNDA

(DKK million) Note 2017 2016
Revenue 3 10,481 9,863
Cost of sales 4,9,12 (2,938) (2,720)
Gross profit 7,543 7,143
Sales and distribution costs 4,8,9 (3,378) (4,098)
Research and development costs 4,8,9 (1,602) (1,290)
Administrative costs 4,5,8,9 (1,841) (1,456)
Other operating income 145 47
Other operating expenses (32) (17)
Operating profit 835 329
Share of profit/(loss) on investment in associate (3) (3)
Financial income 6 1,094 943
Financial expenses 6 (153) (154)
Profit before tax 1,773 1,115
Tax on profit for the year 8 (390) (392)
Net profit for the year 1,383 723
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CONSOLIDATED FINANCIAL STATEMENTS — LEO GROUP

Statement of comprehensive income

1JANUARY - 31 DECEMBER

(DKK million) Note 2017 2016

Net profit for the year 1,383 723

Other comprehensive income

Actuarial gains/(losses) 15 131 (214)
Tax 7 (48) 34
Items that will not be reclassified subsequently to the income statement 83 (180)
Exchange rate adjustments on investments in foreign subsidiaries (64) (108)

Deferred exchange gains/(losses) on hedging instruments designated

at fair value through Other comprehensive income 5 (8)
Gain/(losses) on cash flow hedges recycled to financial items - (4)
Other adjustments 17 (2)
Tax 7 (1) (2)
Items that may be reclassified subsequently to the income statement (43) (124)
Other comprehensive income 40 (304)
Comprehensive income for the year 1,423 419
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Balance sheet at 31 December

ASSETS
(DKK million) Note 2017 2016 1.1.2016
Intellectual property rights 3,992 4,527 133
Trademarks - - 5
Development projects 1,159 1,081 336
Software 497 389 107
Intangible assets 8 5,648 5,997 581
Land and buildings 691 760 824
Leasehold improvements 39 70 81
Plant and machinery 434 492 593
Other fixtures and fittings, tools and equipment 96 83 70
Assets under construction 551 406 256
Property, plant and equipment 9 1,811 1,811 1,824
Investment in associate 3 3 5
Other financial securities 10 27 10,539 11,519
Deferred tax assets 11 667 1,038 966
Other receivables 60 83 -
Financial assets 757 11,663 12,490
Total non-current assets 8,216 19,471 14,895
Inventories 12 1,719 1,730 1,663
Trade receivables 13 2,644 2,515 2,036
Tax receivables 656 573 1,226
Other receivables 381 182 375
Prepayments 162 81 121
Other securities 10 17,618 12,269 11,531
Cash and bank balances 10 428 150 381
Total current assets 23,608 17,500 17,333
TOTAL ASSETS 31,824 36,971 32,228
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CONSOLIDATED FINANCIAL STATEMENTS — LEO GROUP

Balance sheet at 31 December

EQUITY AND LIABILITIES

FC

(DKK million) Note 2017 2016 1.1.2016
Foundation capital 14 98 52 52
Foreign currency translation reserve (172) (108) 4
Hedging reserve (3) (8) -
Retained earnings 26,596 25,158 24,748
Equity 26,519 25,094 24,804
Deferred tax liabilities 11 20 - 39
Retirement benefit obligations 15 355 780 627
Provisions 16 170 254 184
Credit institutions 11 1,006 1,569 -
Contract liabilities 3 14 45 49
Other long-term liabilities 22 132 6
Total non-current liabilities 1,587 2,780 905
Provisions 16 673 700 425
Credit institutions 11 482 5,258 4,023
Trade payables 1,733 2,375 1,383
Tax payables 70 138 175
Contract liabilities 3 30 30 21
Other payables 730 596 492
Total current liabilities 3,718 9,097 6,519
TOTAL EQUITY AND LIABILITIES 31,824 36,971 32,228
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Statement of changes in equity

Foreign
curre