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AUDIT REPORT ON ANNUAL ACCOUNTS ISSUED BY AN INDEPENDENT AUDITOR
To SOM INNOVATION BIOTECH, S.A.’s shareholders
Opinion

We have audited the annual accounts of SOM INNOVATION BIOTECH, S.A. {the Company), which
comprise the balance sheet as at 31 December 2021, the profit and loss account, the statement of
changes in equity, the statement of cash flows and the notes for the financial year ending on that date.

In our opinion, the attached annual accounts give, in all material respects, a true and fair view of the
Company’s equity and financial position as at 31 December 2021 and of its profit or loss and cash flows for
the year then ended, in accordance with the applicable regulatory framework for financial reporting (as
identified in note 2) and, in particular, with the accounting principles and criteria contained therein.

Basis for opinion

We carried out our audit in accordance with the regulations governing the audit of accounts in force in
Spain. Our responsibilities under these standards are described below in section Audifor's responsibilities
in relation to the audit of the annual accounts of our report.

We are independent of the Company in accordance with the requirements of ethics, including those of
independence, which are applicable to our audit of the annual accounts in Spain as required by the
regulations governing the auditing of accounts. In this regard, we have not provided services other than
thase of the audit of accounts, nor have there been any situations or circumstances that, in accordance
with the provisions of the aforementioned regulatory legislation, have affected the necessary independence
in such a way as to have been compromised.

We consider that the audit evidence we obtained provides a sufficient and adequate basis for our opinion.
Material uncertainty related to the going concemn

We draw attention to Note 2.4 of the attached notes to the annual accounts, which states that the
Company focuses its activity on research in the field of rare or orphan diseases, with the aim of developing
safe and effective therapies for thair treatment, requiring significant financial resources to ensure that they
can continue to carry out the research and development activities necessary to obtain products which may
be marketed or licensed, if appropriate, to a third party. In this regard, as a result of the company’s own
activity and the stage at which the Company is, it incurred losses both in 2021 and in previcus years, the
net equity as at 31 December 2021 being less than 50% of its share capital and, therefore it is in one of the
situations provided for in Article 363 of the Companies Law as a ground for dissolution and on that date,
the Company’s current liabilities exceeded its current assets by EUR 2,714,760. These facts, together with
other issues set out in Note 2.4, show the existence of material uncertainty which may give rise to
significant doubts as to the Company’s ability to continue as a going concern. Our opinion has not been
changed on this issue.
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The most relevant aspects of the audit

The most relevant aspects of the audit are those that, in our professional judgement, have been
considered as the most significant risks of material misstatement in our audit of the annual accounts for the
current period. These risks have been addressed in the context of our audit of the annual accounts as a

whole, and in forming our opinion on the annual accounts, and we do not express a separate opinion on
those risks.

Except for the aspect described in section Material uncertainty related to the ongoing concern, we have
determined that there are no other more significant risks considered in the audit to be reported in our
report.

Other information: Directors’ Report

The other information includes only the annual report for the financial year 2021, the drafting of which is the
responsibility of the Company’s directors and does not form an integral part of the annual accounts.

Cur audit opinion on the annual accounts does not cover the directors’ report. Our responsibility for the
directors’ report, in accordance with the requirements of the regulations goveming the auditing of accounts,
is {0 assess and report on the consistency of the directors’ report with the annual accounts based on the
knowledge of the entity obtained in carrying out the audit of those accounts and to assess and report on
whether the content and presentation of the directors’ report complies with the applicable regulations. if, on
the basis of our work, we conclude that there are material misstatements, we are obliged to report this.

On the basis of the work carried out, as described in the previous paragraph, the information contained in
the directors’ report is consistent with that of the annual accounts for the financial year 2021 and its content
and presentation are in accordance with the applicable regulations.

Directors’ responsibility for the annual accounts

Directors are responsible for drawing up the attached annual accounts in such a way as to give a true and
fair view of the Company’s equity, financial position and profit or ioss, in accordance with the regulatory
financial reporting framewaork applicable to the entity in Spain, and of the intemal control that they consider
necessary to enable the preparation of annual accounts free from material misstatement, due to fraud or
error.

In preparing the annual accounts, directors are responsible for assessing the Company’s ability to continue
as a going concern, disclosing, as appropriate, matters related to the going concern and using the going
cancern accounting principie unless the directors intend to liquidate the Company or cease operations, or
there is no other realistic alternative.

Auditor's responsibilities In refation to the audit of the annual accounts

Our objectives are to obtain reasonable assurance that the annual accounts as a whole are free from
material misstatement, due to fraud or error, and to issue an audit report containing our opinion.
Reasonable assurance is a high level of security, but it does not ensure that an audit carried out in
accordance with the regulations goveming the audit activity in force in Spain always detects material
misstatement where it exists. Misstatements may be due to fraud or error and are considered material if,
individually or on an aggregate basis, they can reasonably be expected to influence the economic
decisions made by users relying on the annual accounts.

As part of an audit in accordance with the regulations governing the audit of accounts in force in Spain, we
apply our professional judgment and maintain an attitude of professional scepticism throughout the audit.
Also:
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+  We identify and assess the risks of material misstatement in the annual accounts, due to fraud or error,
design and implement audit procedures to address such risks, and obtain sufficient and adequate audit
evidence to provide a basis for our opinion. The risk of not detecting a materiai misstatement due to
fraud is higher than in the case of a material misstatement due to error, as fraud may involve collusion,
forgery, deliberate omissions, intentionally erroneous statements or circumvention of intermal control.

*  We obtain knowledge of the internal control relevant to the audit in order to design audit procedures
that are appropriate to the circumstances, and not for the purpose of expressing an opinion on the
effectiveness of the entity's internal control.

*  We assess whether the accounting policies applied are appropriate and the reasonableness of il
accounting estimates and the related information disclosed by directors.

*  We conclude on whether the directors’ use of the going concern accounting principle is appropriate
and, based on the audit evidence obtained, we conclude on whether or not there is material uncertainty
related to facts or conditions that may give rise to significant doubts about the Company’s ability to
continue as a going concem. If we conclude that there is material uncertainty, we need to draw
attention in our audit report to the relevant disclosures in the annual accounts or, if such disclosures are
not appropriate, to express an amended opinion, Qur conclusions are based on the audit evidence
obtained up to the date of our audit report. However, future events or conditions may cause the
Company o cease to be a going concem.

+ We assess the overall presentation, structure and content of the annual accounts, including the
disclosures, and whether the annual accounts represent the underlying transactions and events in a
way that is able to give a true and fair view.

We communicate with the SOM INNOVATION BIOTECH, S.A.'s directors in relation to, among others, the
planned scope and timing of the audit and the significant audit findings, as well as any significant intemnal
control weaknesses we may identify in the course of the audit

Among the material risks that have been communicated to the entity’s directors, we identify those that have
been most significant in the audit of the annual accounts for the current period and which are therefore the
most significant risks.

We describe these risks in our audit report unless public disclosure is prohibited by law or regulation.
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550,000 in the convertible loan of the entity. The total signed thus amounts to EUR 6,956,000.

The Company has advanced discussions with new investors, who are not current shareholders of the
Company, in order to reach new underwriting commitments on the convertible loan throughout 2022, As
at the date of formulation of these accounts, new agreements with new shareholders for an addition total
amount of ELIR 550,000 has been entered into and concluded under a contract.

b} The due diligence process in which the Company engaged with the Eurcpean Investment Bank (EiB) has
almost completed and in fact the Company has already received a letter of intent from the Bank using the

fundamental terms of what would be a hybrid financing mechanism that could provide the Company with
a financing amount of between seven and ten million euros, depending on the final adjustments to the
negotiation and closing process. These terms have already been pre-approved by the Company’s Board of
Directors on 2 December 2021 and the contract is expected to be signed within the second quarter of
2022,

¢) Invoicing for Licence; As a result of the licence by the Company of the product SOMD226 to the American
company Corino Therapeutics Inc, and as a result of the delays incurred in the development of the praduct
by that company, in 2022 a first payment in the sum of USD 500,000 is expected to be received and a
second payment also in 2022 of USD 1,100,000. If the development of the product by the licensee may
continue on receipt of these payments, an additional payment of approximately USD 3.150,000 would be
payable, which is expected to take place in the course of 2023. The company regularly monitors progress
in the development of the milestones established in the contract, which shall require payment of the

aforementioned amounts.

d) The strategic decision to conduct an IPO in Euronext Brussels, temporarily suspended given the situation
arising from the conflict in Ukraine, has already been formally adopted by the Company’s governing bodies
and Is actively working on this operation, which would need to provide the company with the financial
rasources necessary for its full development for a period of between two and three years, depending on
the product development strategy adopted.

As at 31 December 2021, the Company maintained s negative warking fund of EUR 2,715,000. Their short-term
obligations include loans to various shareholders of the Company that, during 2022, have agreed to adhere to the
terms of credit set out in the Convertible participating Loan approved at the General Shareholders’ Meeting on 29

October 2020. Excluding the previous loans, the Company would have a working fund of EUR 159,000 at the end of
2021 (EUR 875,000 in 2020).

For this reason, the annual accounts for 2021 have been formuiated assuming the going concern principle.
2.5 Comparison of information

The application of accounting criteria in the 2021 &nd 2020 financial years has been uniform, with the excepticn of
the changes in accounting criteria resulting from the entry into force of Royal Decree 1/2021 (see Note 2.6}, which
have been applied with effect from 1 January 2021,

2.6 Changes in accounting criteria. Transition to Royal Decree 1/2021
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