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A Year of Executing  
a Defined Strategy

Path 1 Path 2

MagForce has successfully moved forward on its path to 
develop NanoTherm therapy into a valued therapy for the 
treatment of brain and prostate cancer in Europe (Path 1)  
and the USA (Path 2).

Fighting Cancer with  
NanoTherm Therapy 



Path 1

Commercialization of NanoTherm Therapy for the Treatment 
of Brain Tumors – Europe
We now have six world class German hospitals equipped with 
NanoActivators capable of providing NanoTherm therapy for 
the treatment of brain tumors. In addition to the Post Marketing 
Study, commercial treatments are now being performed increas
ing the number of patients who can benefit from this unique and 
effective therapy. 

Path 2

Registration of NanoTherm Therapy of Focal Treatment of 
Intermediate Risk Prostate Cancer – USA
We have filed an Investigational Device Exemption (IDE) for 
NanoTherm therapy to treat Intermediate Risk Prostate Cancer 
and are working with the FDA to update preclinical studies, 
which were conducted approximately ten years ago, to current 
USA standards.

We expect the registration clinical trial will prove that NanoTherm 
therapy can fulfill the desired outcome in the focal treatment of 
prostate cancer, avoiding surgery and other treatments with well 
known side effects.

As a “year of executing a defined strategy”, in 2015 we 
delivered and now we are continuing to successfully establish 
our technology for the benefit of patients in both Europe 
and the U.S.
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NanoTherm Therapy

Components
NanoTherm
NanoTherm is a ferrofluid, i.e., a fluid containing superpara
magnetic iron oxide nanoparticles that can be activated in an 
alternating magnetic field. The patented aminosilane coating 
enables these tiny magnets to be finely suspended in water to 
create what is known as a colloidal dispersion, which can be 
injected with a syringe directly into tumor tissue. Due to this 
special coating, the particles aggregate in the tumor directly 
after injection and stay where they are injected. This enables 
the repetition of the therapy at a later time if needed.

NanoPlan
The NanoPlan simulation software helps the treating physician 
to define the NanoTherm therapy schedule according to the 
distribution of the NanoTherm depots in the tumor in combina
tion with the magnetic field strength to be applied to reach 
the therapeutic temperature needed. The calculations within 
NanoPlan simulation consider the tumor size, the distribution 
of the nanoparticles and the location of the tumor.

NanoActivator
NanoTherm therapy is performed in an alternating magnetic field 
applicator (NanoActivator). The strength of the magnetic field 
can be adjusted to up to 18 kA/m. This magnetic field induces 
the oscillation of the iron oxide nanoparticles (NanoTherm) and 
thereby generates heat, reaching therapeutic treatment tempera
tures within the tumor. According to the temperature reached 
the heat either destroys the tumor cell directly (thermoablation) 
or sensitize them to any concomitant therapy e.g. radio or 
chemotherapy (hyperthermia).
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NanoTherm Therapy Mode of Action

2.
The magnetic field makes the 

iron oxide nanoparticles oscillate 
and produce heat. Heat either  

destroys the cancer cells 
 (ablation) or sensitizes them  

for other therapies such as 
chemotherapy or radiotherapy 

(hyperthermia). 3.
With this treatment 

a majority of the 
cancer cells are 

destroyed. 

1.
NanoTherm 
ferrofluid is 

injected directly 
into the tumor. 

A Year of Executing a Defined Strategy 
NanoTherm Therapy
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Highlights 2015

MagForce AG and MagForce USA, Inc. Announce FDA Pre-IDE 
Meeting on MagForce’s NanoTherm Prostate Cancer Therapy 
Pre-Submission
In January 2015, an inperson meeting was held with the FDA Center 
for Devices and Radiological Health to discuss FDA’s response to 
MagForce’s NanoTherm prostate cancer therapy presubmission of 
November 2014. The Company received very constructive feedback 
on its submission and has an understanding of the pathway to 
market NanoTherm therapy in the USA to focally ablate prostate 
cancer. MagForce USA, Inc. will accelerate the prostate cancer 
investigational device exemption (IDE) to utilize the MFH 300F 
NanoActivator for both Glioblastoma and Prostate NanoTherm 
 therapy registration.

MagForce AG Installs NanoActivator at the Cologne  
University Hospital
On March 23, 2015, MagForce announced the installation of the 
fourth NanoActivator. The device was installed at the Cologne 
University Hospital to provide NanoTherm therapy for the treat
ment of brain cancers, and Cologne University Hospital will par
ticipate in MagForce’s postmarketing study. Since NanoTherm 
therapy has the European CE mark (in 27 EU countries), com mercial 
patients can also be treated in Cologne. NanoActivator devices 
are now available for treatment of patients at the University medical 
centers in Cologne, Kiel, Münster, and Berlin.

Commercial NanoTherm Treatment for Brain Cancer at Kiel 
University Hospital (UKSH) Initiated
The Department of Neurosurgery at Kiel University Hospital (UKSH), 
headed by Professor Dr. Hubertus Maximilian Mehdorn, has initiated 
NanoTherm therapy in the commercial setting for the treatment 
of brain cancers. After the beginning of commercial treatments of 

March

January
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brain cancers at the University Hospital in Münster in February, two 
world class medical centers are now offering NanoTherm therapy 
in a commercial setting. This marks another milestone.

MagForce AG Installs Fifth NanoActivator in Germany for the 
Treatment of Brain Tumors at Frankfurt University Hospital
The fifth NanoAcitvator was installed at Frankfurt University 
Hospital to provide NanoTherm therapy for the treatment of brain 
cancers, and the clinic will participate in MagForce’s postmarketing 
study.

Cologne University Hospital has Initiated Commercial  
NanoTherm Treatments for Brain Cancer
The Center for Integrated Oncology at Cologne University Hospital, 
headed by Prof. Dr. med. Roland Goldbrunner, has initiated 
NanoTherm therapy in the commercial setting for the treatment 
of brain cancers, in addition to the ongoing postmarketing study. 
This represents the inauguration of the third clinic in Germany that 
offers the benefit of MagForce’s NanoTherm therapy for brain 
 cancer patients, in addition to the University Hospitals in Münster 
and Kiel.

MagForce USA, Inc. Files Investigational Device Exemption for 
NanoTherm Therapy to Treat Intermediate Risk Prostate Cancer
MagForce USA, Inc. has filed an investigational device exemption 
(IDE) with the USA Food and Drug Administration (FDA). The study 
treatment uses MagForce’s proprietary NanoTherm technology 
to completely ablate prostate cancer lesions. The purpose of the 
proposed study, that will enroll up to 120 men, is to demonstrate 
that NanoTherm can ablate cancer lesions for patients who have 
Gleason Score 7 prostate cancer and are under active surveillance.

April

May
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MagForce AG announces Positive Results of 2015 Annual  
General Meeting
The Annual General Meeting approved all agenda items with a clear 
majority. The CEO and Chairman of the Management Board, Dr. Ben 
J. Lipps, explained the current operational developments in detail 
and provided an overview of the 2014 fiscal year, as well as an outlook 
for the current year. Subsequently, he updated the status of his 
strategic fiveyear plan.

MagForce USA Installs the First Clinical NanoActivator  
in the USA
MagForce USA, Inc. has successfully installed the first clinical 
NanoActivator in the USA. This NanoActivator is similar in design 
to the NanoActivator devices operating at University Hospitals in 
Germany. However, the USA NanoActivator has been modified to 
apply NanoTherm therapy for the treatment of prostate cancer in 
addition to the treatment of brain tumors. The USA NanoActivator 
is located in Seattle, Washington, near the University of Washington 
Medical Center, and will be utilized in the Focal Thermal Ablation 
Registration Study for prostate cancer.

August

April

November

Highlights 2016

MagForce AG Announces Initiation of Commercial NanoTherm 
Treatments for Brain Cancer at Vivantes Friedrichshain in collabo-
ration with Charité – Universitätsmedizin Berlin
Vivantes Friedrichshain, Department of Neurosurgery has initiated 
commercial NanoTherm treatments for brain cancer in collaboration 
with Charité – Universitätsmedizin Berlin, Clinic for Radiation Therapy 
which is participating also in the ongoing postmarketing study. 
Vivantes Friedrichshain offers NanoTherm therapy to commercial 
patients in Berlin in conjunction with their excellent working 
relationship with the Clinic for Radiation Therapy of the Charité –  
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June

Universitätsmedizin Berlin. This cooperation between the Charité 
and Vivantes will provide the opportunity for patients from outside 
Germany to obtain this NanoTherm therapy in Berlin, which is 
strategically close to Eastern European countries.

MagForce AG Supports Brain Cancer Patient Event of University 
Hospital Münster in the run-up to World Brain Tumor Day 2016
MagForce was participating in the event for brain cancer patients 
and their relatives which was hosted by the Brain Tumor Center of 
University Hospital Münster. Purpose of the event was to inform 
the persons concerned about the important and supporting con 
comitant therapies like art and sports therapy to psychooncologi 
cally support the patients as well as about treatment options for 
brain cancer.

MagForce AG Supports World Brain Tumor Day 2016 and Attends 
67th Annual Meeting of the German Society of Neurosurgery
MagForce was represented with a booth at the 67th Annual Meeting 
of the German Society of Neurosurgery (Deutsche Gesellschaft für 
Neurochirurgie, DGNC), one of the biggest conferences for the neuro 
surgical community in Germany and dedi cated to largescale scientific 
exchange with neurosurgery key opinion leaders. With its presence 
MagForce has the opportunity to further popularize its NanoTherm 
therapy for the treatment of glioblastoma and other brain tumors.

May
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Letter to the Shareholders

Dear MagForce Shareholders,

During 2015 and in the first half of 2016 MagForce has successfully moved into the 
commercial phase of its development and we are optimistic that we can achieve the 
next level of success with this very valuable therapy.

In Germany, MagForce AG installed three additional NanoActivators and qualified two 
of these NanoActivator devices for treatment of brain tumors during 2015 so we could 
start into 2016 with six NanoActivator clinics in Germany able to participate in our Post 
Marketing Study. Four of these NanoActivator clinics are also providing the NanoTherm 
treatment of brain tumors to commercial patients.

Last April, Vivantes Friedrichshain, Berlin, Department of Neurosurgery, initiated 
commercial NanoTherm treatments for brain cancer in collaboration with Charité – 
Universitätsmedizin Berlin, Clinic for Radiation Therapy which is participating also in 
the ongoing postmarketing study. Vivantes Friedrichshain offers NanoTherm therapy 
to commercial patients in Berlin in conjunction with their excellent working relationship 
with the Clinic for Radiation Therapy of the Charité – Universitätsmedizin Berlin. This 
cooperation between the Charité and Vivantes will provide the opportunity for patients 
from outside Germany to obtain this NanoTherm therapy in Berlin, which is strategically 
close to Eastern European countries.

However, our commercial treatment rate has been slow. Thus we have expanded our 
Commercial Patient Program with the recruitment of an experienced Commercial Devel 
opment team with the primary focus on countries near Germany. With the initiation of 
our new Commercial Patient Program and the expansion of our website to offer patient 
information in nine languages, our patient inquiries per month have significantly in 
creased but is still only about 30 percent of our monthly target for 2016.

In order to close this gap, during 2016, we will further intensify our commercial efforts 
and streamline the reimbursement process.

In our approach we are addressing these main target groups: patient advocacy groups, 
patients, their relatives, caregivers, and the medical community. In May 2016, MagForce 
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participated in an informational event for brain cancer patients and their relatives which 
was hosted by the Brain Tumor Center of University Hospital Münster. We also supported 
this year’s World Brain Tumor Day, which takes place every year on June 8th, raising 
awareness for the disease.

With regard to the medical community our strengthened commercial development team 
together with our clinical experts continued to diligently work on informing medical 
experts to expand their knowledge on the therapeutic value of NanoTherm therapy 
among this network. MagForce has therefore presented at various internationally 
renowned medical conferences. We are also looking to a very busy second half of 2016 
with three important scientific conferences scheduled for September and November.

I am confident that the further execution of our marketing strategy by MagForce in 
Europe should result in the targeted success, thus providing our NanoTherm therapy to 
an increasing number of patients who can benefit from this unique and effective therapy.

With regard to financing, Management is actively exploring third party leases of the 
NanoActivator equipment and other nonequity financing options. This, together with 
the expanding interest in Europe in applying NanoTherm therapy for the treatment of 
brain tumors and our progress towards an efficient reimbursement process in Germany, 
makes us confident in achieving our plans in 2017 to expand beyond Germany in the 
European Union.

In the U.S., MagForce USA, Inc. has filed an Investigational Device Exemption (IDE) with 
the USA Food and Drug Administration (FDA) for NanoTherm therapy to treat Inter
mediate Risk Prostate Cancer and we are working with the FDA to update preclinical 
studies, which were conducted approximately ten years ago, to current US regulatory 
standards. We have made significant progress toward adapting NanoTherm therapy as 
a focal treatment for prostate cancer. Our NanoTherm therapy for the focal treatment 
of prostate cancer is viewed as a very promising complement to current treatment 
approaches. These preclinical studies are underway with interim results clearly support
ing the earlier European data.

11A Year of Executing a Defined Strategy 
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The purpose of the proposed Focal Thermal Ablation Registration study that will enroll 
up to 120 men is to demonstrate that NanoTherm can ablate cancer lesions for patients 
who have Gleason Score 7 prostate cancer and are under active surveillance. By ablating 
the lesions, patients will be able to maintain active surveillance and avoid surgery and 
other treatments with their wellknown side effects.

During 2015, we successfully installed the first clinical NanoActivator in Seattle, 
Washington, near the University of Washington Medical Center. It is operational and 
is being utilized for preclinical studies and will be utilized for the Focal Thermal 
Ablation Registration Study for prostate cancer. This NanoActivator is similar in design 
to the NanoActivator devices operating at University Hospitals in Germany. However, 
the USA NanoActivator has been modified to apply NanoTherm therapy for the treat
ment of prostate cancer in addition to the treatment of brain tumors.

Clearly, we have built in a “time safety factor,” to achieve our original 2019 financial 
targets and our progress, although slower than I would like, is still within our time 
safety zone. To enforce the USA market entry, MagForce AG and MagForce USA, Inc. 
have accelerated the ambulatory prostate NanoActivator chair development. MedTech 
Engineering, a 100 percent MagForce AG subsidiary, has established an accelerated devel 
opment program starting July 1, 2016. To facilitate this development time schedule, 
MagForce AG was granted a credit line of USD 2.5 million by MagForce USA, Inc.

To provide the USAbased subsidiary with resources for an accelerated launch of the 
Prostate Focal NanoTherm therapy after the NanoTherm therapy is cleared for sale, 
Lipps & Associates, LLC has provided a USD 3.0 million line of credit for MagForce USA, Inc. 
Quite frankly, this unique NanoTherm therapy continues to outperform my expectations 
as an effective and unique therapy from a medical perspective.

Investor Relations
In 2015 we presented at: Morgan Stanley European MedTech & Services Conference in 
London, 27th Annual ROTH Conference in Dana Point, USA, Bank of America Merrill 
Lynch 2015 Health Care Conference in Las Vegas, Berenberg European Conference USA 
in Tarrytown, as well as 19th MKK – Munich Capital Market Conference and Deutsche 
Bank dbAccess German, Swiss & Austrian Conference 2015 in Berlin in Germany, Beren
berg & Goldman Sachs European Medtech & Healthcare Services Conference 2015 in 
London, as well as Berenberg & Goldman Sachs Fourth Annual German Corporate Confer
ence in Munich. In November, we presented at the German Equity Forum in Frankfurt. 
Further, we have conducted roadshows in Europe and in the U.S.
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DR. BEN J. LIPPS
Chairman & Chief 
Executive Officer

PROF. DR.  
HODA TAWFIK

Chief Medical Officer

CHRISTIAN  
VON VOLKMANN

Chief Financial Officer

The Management Board

In the first half of 2016 we presented at: 22nd Medtech Investing Europe Conference in 
Lausanne, MKK Munich Capital Markets Conference in Munich, Berenberg European 
Conference USA in Tarrytown, and Deutsche Bank db Access German, Swiss & Austrian 
Conference 2016 in Berlin. We also conducted international roadshows presenting 
MagForce’s equity story to interested investors.

In summary, we are successfully moving forward on our exciting and challenging path 
to develop NanoTherm therapy into a valued therapy for the treatments of brain cancer 
and prostate cancer. The year 2016 continues to be a very important, challenging but 
another exciting year for MagForce’s development.

I would like to thank our talented and dedicated staff who are creating the successes. 
Again, thank you for your interest and support of MagForce.

Sincerely,

Dr. Ben J. Lipps 
Chief Executive Officer & Chairman of the Management Board
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NanoActivator for treatment with NanoTherm therapy

Path 1
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Update Europe

Commercialization of NanoTherm Therapy for the Treatment 
of Brain Tumors – Europe
During 2015 and H1 2016, MagForce AG installed three addi
tional NanoActivators in Germany and qualified two of these 
 NanoActivator devices for the treatment of brain tumors. 
Currently, we have five NanoActivator clinics in Germany partici
pating in our recurrent glioblastoma brain tumor Post Marketing 
Study. Three of these clinics offer commercial NanoTherm treat
ments for brain tumors.

In May 2016, we announced a fourth clinic is now offering commer
cial NanoTherm therapy treatments for brain tumors – Vivantes 
Clinic for Neurosurgery at Friedrichshain, Berlin, Germany. We have 
also expanded the MagForce Commercial Patient Program with 
the recruitment of an experienced commercial development team 
with the primary focus on Germany and countries near Germany.

MagForce intensifies commercial efforts to benefit of  
brain tumor patients
During 2016, we will further intensify our commercial efforts to 
raise awareness and streamline the reimbursement process for 
our CEmarked nanoparticlebased therapy approach with one 
clear goal: to bring NanoTherm therapy to the benefit of patients 
suffering from this devastating disease.

In our approach we are addressing these main target groups: 
patient advocacy groups, patients, their relatives, caregivers, 
and the medical community.

With the initiation of our new Commercial Patient Program 
and the expansion of our website to offer patient information in 
 nine languages, our patient inquiries per month have significantly 
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increased but are still only about 30% of our monthly target for 
2016. As we continue to implement our commercial plans, we 
expect the inquiry gap to close.

In the context of our patient initiative, we also supported this 
year’s World Brain Tumor Day, which takes place every year on 
June 8th, raising awareness for the disease. In May 2016, 
MagForce participated in an informational event for brain cancer 
patients and their relatives which was hosted by the Brain 
Tumor Center of University Hospital Münster. The event, which 
included a guided tour and a workshop to inform about treat
ment options for brain cancer as well as supporting concomitant 
therapies, was extremely well received by patients and inter
ested parties.

We were also delighted to see that Vivantes Friedrichshain, Berlin, 
Department of Neurosurgery initiated commercial NanoTherm 
treatments for brain cancer in collaboration with Charité – Univer
sitätsmedizin Berlin, Clinic for Radiation Therapy and announced 
the expansion of its therapy offering by a press release in June 
2016, also in support of World Brain Tumor Day.

In addition to our activities related to the commercialization and 
working closely with patients, relatives and their caregivers, 
giving them advice and sharing knowledge about our NanoTherm 
technology, we also intensified our activities related to the medi 
cal and scientific community:

We strengthened our commercial development team, which 
together with our clinical experts continued to diligently work on 
informing medical experts to expand their knowledge on the 
therapeutic value of NanoTherm therapy among this network. 
MagForce has therefore presented at various internationally 
renowned medical conferences, e.g. the Annual Meetings of 
American Society of Clinical Oncology (ASCO) and the German 
Society of Neurosurgery (Deutsche Gesellschaft für Neuro
chirurgie, DGNC). We are also looking to a very busy second half 
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of 2016 with three important scientific conferences scheduled 
for September and November. Those include congresses of 
the European Association of Neurological Societies (EANS) in 
Athens, Greece, of the European Society of Surgical Oncology 
(ESSO) in Krakow, Poland, and of the Society of Neurooncology 
(SNO) in Scottsdale, USA.

During 2016, MagForce AG expects to advance the reimbursement 
status for the NanoTherm therapy for the treatment of brain 
tumors (both primary and recurrent brain tumors), beyond the 
single case, charity funding and selfpay used in 2015.

In summary, MagForce AG has successfully moved in to the com 
mercial phase of its development and we are optimistic that 
we can achieve the next level of success with this very valuable 
therapy for the treatment of brain tumors.

NanoTherm  
ferrofluid for treatment with  

NanoTherm therapy
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Registration of NanoTherm Therapy of Focal Treatment of 
Intermediate Risk Prostate Cancer – USA
We have modified the NanoActivator MFH 300F to U.S. standards 
and increased its capability to provide NanoTherm therapy for 
both brain and prostate cancer for U.S. clinical studies. In 2015, 
we filed an IDE to conduct pivotal clinical trials in the U.S. During 
2015 and H1 2016, we participated in frequent meetings with the 
FDA to determine preclinical study data required beyond the 
Germany preclinical and clinical studies with whole gland hyper 
 thermia (conducted 10 years ago), to initiate clinical focal 
 ablation studies in the USA.

MagForce AG and MagForce USA, Inc. have initiated the devel
opment of ambulatory NanoActivator for focal treatment of 
prostate cancer utilizing the Berlin MT MedTech staff, who 
have very extensive experience in designing and operating the 
NanoActivators.

During 2015, we successfully installed the first clinical NanoActivator 
in the USA. This NanoActivator is similar in design to the five 
NanoActivator devices operating at University Hospitals in 
Germany applying NanoTherm therapy for the treatment of 
brain tumors. However, the USA NanoActivator has been modi 
fied to apply NanoTherm therapy for the treatment of prostate 
cancer in addition to the treatment of brain tumors.

The USA NanoActivator is located in Seattle, Washington, near 
the University of Washington Medical Center, it is operational 
and will be utilized in the Focal Thermal Ablation Registration 
Study for Prostate Cancer for which, the Company has filed an 
IDE with the U.S. Food and Drug Administration (FDA), as well 
as any necessary preclinical studies.

Update USA
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Utem invellorro officitat Eque rest.The first clinical NanoActivator in the  
USA was installed in Seattle, Washington.

Path 2
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Investor Relations

MagForce’s shares
On December 31, 2015, MagForce shares (MF6.DE) closed at EUR 5.49, up 6.0% com
pared to its closing price on January 2, 2015. The share price high was at EUR 7.23 and 
the low was at EUR 4.60 during the fiscal year. The Company’s market capitalization 
rose 6% in the reporting period, from EUR 133 million to EUR 141 million and decreased 
to EUR 134 million on June 15, 2016, prior to the publication of this report. The average 
 daily trading volume of MagForce’s shares on XETRA in 2015 was 26,991 shares.
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Investor Relations
Hand in hand with MagForce’s operational progress, the Company also aims to increase 
the awareness for its shares in the financial community and sets great store on a 
regular dialog with its shareholders. The goal is to communicate the Company’s strategy 
and development reliably and transparently to gain investor confidence in MagForce 
and achieve a fair valuation of our shares.

Outside of the Annual General Meeting, in 2015 management presented at various 
renowned investor conferences in Europe and in the US. During those events and in the 
course of the international road shows, MagForce handled numerous one on one 
meetings with international existing and potential new shareholders.

In the first half of 2016, MagForce has presented at: Berenberg European Conference 
USA in Tarrytown, USA; 20th MKK – Munich Capital Market Conference, 22nd Medtech 
Investing Conference in Lausanne, and dbAccess German, Swiss & Austrian Conference 
in Berlin.

Key facts MagForce share

Number of shares issued at the beginning of the period 25,622,711

Number of shares issued at the end of the period 25,622,711

18month high (XETRA) in EUR 7.23

18month low (XETRA) in EUR 4.37

Price at the beginning of the period (XETRA) in EUR 5.18

Price at the end of the period (XETRA) in EUR 5.49

Price at June 15, 2016 (XETRA) in EUR 5.22

Market capitalization at the beginning of the period (EUR thousands) 132,670

Market capitalization at the end of the period (EUR thousands) 140,560

Market capitalization at June 15, 2016 (EUR thousands) 133,800

Average daily trading volume during the period (XETRA) 26,991

Average daily trading volume until June 15, 2016 (XETRA) 22,807
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During the second half of 2016, MagForce will present at: Berenberg & Goldman Sachs 
European Medtech & Healthcare Services Conference 2016 in London; Berenberg and 
Goldman Sachs Fifth Annual German Corporate Conference in Munich; and at the German 
Equity Forum in Frankfurt.

Shareholders have been informed about current developments via the letters to share
holders, and research coverage updates on MagForce were published:

Research house Analyst 
Rating/ 

Price target in EUR

GBC Investment Research Cosmin Filker, Felix Gode BUY/13.20

Hauck & Aufhauser Torben Teichler BUY/12.40

Berenberg
Tom Jones, Graham Doyle, 

Frazer Hall BUY/8.65

Edison Investment Research

Dr. Philippa Gardner, 
Emma Ulker,  

Dr. Mick Cooper 9.80
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Report of the Supervisory Board

The Supervisory Board was regularly informed of the progress of business and the 
earnings of the Company during the financial year by written and oral reports.

The Supervisory Board constantly supervised management. In six meetings during 
the financial year 2016, all business transactions and upcoming decisions that require 
the approval of the Supervisory Board by law or the bylaws were discussed in detail. 
All members of the Supervisory Board attended all of these meetings.

The focus of these Supervisory Board meetings and the discussions were the securing 
of the financial basis of the Company, the operational and strategic development of 
the Company and the accompanying package of measures. In detail, the further commer
cialization of NanoTherm therapy and an accelerated roll out of the therapy also to 
the USA was discussed. During the course of the year the catalogue of action items for 
as focussed establishment of NanoTherm Therapy as developed by the Management 
Board had been discussed.

The development and financial plan were a quarterly subject of discussion by the 
Management Board and Supervisory Board.

At the meetings, among others, the following topics were discussed and the following 
resolutions were taken:

In the Supervisory Board call of January 29, 2015, the Supervisory Board adapted the 
transactions requiring approval in the rules of procedure for the Management Board 
regarding issuing or entering into loan agreements and the rules for capital expendi
tures to reflect the increased business activity of the Company.

In the Supervisory Board call of March 12, 2015, the Supervisory Board reappointed 
Mr. von Volkmann and Mrs. Prof. Dr. Tawfik as Members of the Management Board 
and adapted as well as extended their service agreements until September 30, 2018, 
effective March 31, 2015.
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At its meeting on June 10, 2015, the Supervisory Board unanimously approved to include 
the Management Board in a directors’ and officers’ insurance scheme pertaining to its 
US subsidiary. At the same meeting the annual report for the year ended December 31, 
2015 was approved and ratified.

The Chairman of the Supervisory Board was in constant contact with the members 
of the Management Board. Topics such as corporate strategy, business development, 
patents, and important events to the Company were discussed.

Furthermore, the Supervisory Board discussed key strategic projects with the Manage
ment Board. The subjects were, as in previous years, ensuring ongoing competitiveness 
of the Company and concepts for its future growth.

The annual financial statements as of December 31, 2015, and the management report 
for the financial year 2015 prepared by the Management Board, as well as the accounts, 
have been audited by the appointed auditor, Ernst & Young GmbH, Berlin, and were 
issued with an unqualified audit opinion.

The Supervisory Board thoroughly examined the annual financial statements and the 
management report of the Management Board. The auditor took part in the discussion 
of the annual financial statements on June 09, 2016 and was available for additional 
information.

The documents to be examined and the audit reports of the auditors were provided 
to each Supervisory Board member in a timely manner.

The Supervisory Board has used its right to inspect the books and records of the 
Company, in particular by inspection of significant individual contracts, regardless of 
their need for consent. Transactions that require the approval of the Supervisory 
Board, whether by law or the bylaws, were examined by the Supervisory Board and 
resolutions were taken.

The reports of the auditors were noted and approved. The final results of our own 
examination fully concur with the findings of the audit. The Supervisory Board sees 
no reason to raise objections.
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The Supervisory Board approved the annual financial statements prepared by the 
Management Board in the meeting held on June 29, 2016. The annual financial 
statements are thus adopted.

The Supervisory Board has not formed any committees.

The Supervisory Board thanks the Management Board and all employees for their 
great personal dedication and hard work in 2015 and especially with regard to the 
commercialization of NanoTherm Therapy and their relentless effort to develop and 
extension of new therapies to fight cancer.

Berlin, June 29, 2016
The Supervisory Board

Norbert Neef
Chairman of the Supervisory Board
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Business and Environment

Company overview
MagForce AG is a pioneer in the area of nanotechnologybased cancer treatment. 
It is the first company in the world to receive European approval for a medical product 
using nanoparticles. In Germany, this innovative therapy is available to patients at 
the NanoTherm therapy centers at the Vivantes Klinikum Friedrichshain and Charité 
Universitätsmedizin hospital, both in Berlin, and the university hospitals Münster, Kiel, 
Cologne, and Frankfurt. Additional therapy centers in Germany are planned in Germany.

MagForce USA, Inc., with its place of Business in Nevada, USA, is a majority owned 
subsidiary of MagForce AG and was founded to develop NanoTherm therapy for 
treatment of brain tumors and prostate cancer in the USA and later on launch the 
NanoTherm therapy in the American market.

Macroeconomic situation
According to the 2015 / 2016 annual report of the German Council of Economic Experts 
on the assessment of overall economic development, there was only a slight 
 expansion of global economic condition in 2015 due to the weak economic growth in 
emerging nations. In 2016 the slight economic growth is expected to be continued 
in the group of industrialized nations. However, the weakening of economic growth in 
emerging nations will continue as well. The gross domestic product growth rates 
of 2.4% and 2.2% respectively, remain above average for the United States and the 
United Kingdom. With an expected gross domestic product growth rate of 1.5% a 
continuation of cyclical upturn is expected for the Euro zone, too.

With GDP growth rates of 1.7% the cyclical upturn of the German economy has been 
continued in 2015, whereas the short slowdown in summer 2014 was not sustained. 
The stimuli for the growth rate came mainly from the domestic market and the 
private consumption accompanied with a risen employment rate and higher actual 
wages. In 2016 the GDP growth is expected to continue with the same speed. The 
economic experts expect a GDP growth rate of 1.6% for the German economy in 2016.
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Market and industry conditions
MagForce is active in the medical device sector and is currently focused on commer
cialization of its NanoTherm therapy for treatment of brain tumors in Europe and the 
development of NanoTherm therapy for the treatment of prostate cancer in the USA. 
The projected annual treatment costs in these indications amount to EUR 15 billion 
for prostate cancer and EUR 2 billion for brain tumors. Due to the increase of cancer 
patients, these expenses are assumed to grow significantly in the coming years.

Cancer, especially Glioblastoma, prostate cancer and treatment
Glioblastoma
Glioblastoma is the most common and most aggressive brain tumor. This tumor mainly 
affects adults and is classified as grade IV tumor by the WHO (World Health Organization) 
due to the very poor prognosis and the difficulty or impossibility of treatment. The 
Glioblastoma is surgically incurable and largely resistant to radiation and chemotherapy.

Around 7,000 people are diagnosed with brain cancer in Germany each year; approxi
mately 3,800 with glioblastoma, accounting for about 1.4% of all new cancer diagnoses. 
This makes glioblastoma one of the rarer forms of cancer. In Europe, around 13,000 
glioblastoma cases are diagnosed each year, and in the United States this number is 
closer to 10,000 per year. (IARC: GLOBOCAN 2012. Estimated Cancer Incidence, 
 Mortality and Prevalence worldwide)

Conventional treatments for newly diagnosed glioblastoma are still dominated by 
surgery accompanied by radiotherapy and temozolomide (e. g. Merck & Co.’s Temodar /  
Temodal and generics). Only a few drugs are approved or in latestage development 
for glioblastoma, and in recent years numerous drugs have disappointed in Phase III 
clinical studies. In March 2016 a newly developed immunotherapy that showed great 
promises for the treatment of Glioblastoma failed again. The future use of bevacizumab 
(Roche / Genentech / Chugai, Avastin) in the United States and Europe is shrouded 
in uncertainty following the announcement of equivocal data of this drug in Phase III 
clinical trials.

Despite the intensive standard treatment, after a few months the tumor often grows 
back. There is no standard therapy for the treatment of a grown back tumor. A new 
resection, accompanied with a repeating chemotherapy (Alkylanz, Bevacizumab) or 
radiotherapy is commonly prescribed. Currently a final healing is nearly impossible in 
this indication. The average survival time with glioblastoma is 15 months only.
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Glioblastoma is almost always terminal. The median fiveyear survival rate following 
combined radiation and temozolomide therapy is 9.8%. There is, therefore, a clear need 
for new therapies with different mechanisms of action.

Prostate cancer
Prostate cancer is the second most frequently diagnosed cancer and the third leading 
cause of death in males worldwide. Prostate cancer is with 26% the most common 
type of cancer affecting men. In Germany, around 63,400 new prostate cancer diagno
ses are made each year; in the United States over 233,000; and over 400,000 cases 
in Europe. (IARC: GLOBOCAN 2012. Estimated Cancer Incidence, Mortality and Preva
lence worldwide)

MagForce AG is determined to develop and establish its technology as a new, focal 
treatment method for intermediate prostate cancer. MagForce AG plans to enter this 
market through its subsidiary MagForce USA, Inc. On May 21, 2015, the Company 
announced it had filed an Investigational Device Exemption (IDE) with the USA Food 
and Drug Administration (FDA).

Prostate cancer focal therapies are aimed at destroying only the prostate cancer lesions, 
sparing the healthy tissue in order to maintain the patient’s quality of life. Therapies 
affecting the whole prostate gland, for example radical prostatectomy and radiation 
therapy, are considered final therapies but come with a significant impairment of a 
patient’s quality of life, which includes incontinence, erectile dysfunctions and other 
side effects. Active surveillance of prostate cancer is regarded as the least aggressive 
approach. Treatment does not start until a specified diagnostic biopsy value is exceeded 
or an enlargement of prostate is indicated by a manual examination. However, there 
are doubts to miss the timeframe for an appropriate treatment.

The main thought behind focal therapy is that most of the metastases develop from 
a dominant concentration of cancerous cells in the prostate gland. If it is possible to 
identify this cancer concentration of cells, they can be destroyed using focal therapies, 
and the number of metastasizing prostate cancer cases, and thus the morbidity rate, 
can be reduced while the patient’s quality of life is maintained. The development of a 
focal therapy for treatment of prostate cancer therefore offers tremendous potential.
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Competition
In contrast to the pharmaceutical approach to cancer therapy, there is currently no 
comparable clinically proven thermotherapy procedure on the market in which heat is 
generated directly in the tumor on a focal basis. With conventional heat therapy 
devices that are available on the market the heat applied to the tumor can only be 
controlled through external field control (interference, focusing). The spatial distribu
tion and tissuedependent energy absorption of this method makes it difficult to 
restrict treatment to the small cancer lesions only. This leads to unwanted heating of 
healthy tissue, causing side effects and restrictions to the temperatures within the 
tumor tissue that are needed in order to achieve effective treatment.

Development of the Company in the financial year
Company law transactions
As of January 2, 2015, the distribution and development rights transferred in 2014 were 
extended to the territories of Mexico and Canada.

NanoActivator
NanoActivator devices for the treatment of brain tumors with NanoTherm therapy 
were placed into operation in Cologne on March 23, 2015 and in Frankfurt on July 31, 
2015. The installation of the NanoActivator device for the University medical center 
Göttingen was finalized towards the end of 2015. Therefore a total of six NanoActiva
tor devices are currently installed at the University medical centers in Berlin, Kiel, 
Münster, Cologne, Frankfurt, and Göttingen which, apart from the device in Göttingen, 
have also been placed into operation. 

Furthermore, a first NanoActivator device for clinical studies has been installed by the 
American subsidiary MagForce USA, Inc. on November 23, 2015. The U.S. NanoActivator 
device has been modified for the treatment of prostate cancer. In addition the 
U.S. NanoActivator device can also be used for the treatment of brain tumors like the 
European device. The device was placed in Seattle, Washington, close to the Medical 
Center of the University of Washington. All tests to place the device into operation 
have been passed successfully in the first quarter 2016 and all necessary approvals 
were issued.

30



Commercialization
On March 27, 2015, MagForce AG announced that commercial NanoTherm therapy 
treatment of patients with brain tumors had been initiated. The first commercial 
treatment of a brain tumor patient had already started at the Münster University 
Hospital in February 2015. By the time of publication, patients at centres in Münster, 
Kiel, Cologne, and Berlin were treated commercially.

During the year 2015 the commercial patients program has been broadened and 
the commercial development team focusing in a first step the neighbor countries of 
Germany has been strengthened with new employees.

IDE submission
On May 21, 2015, MagForce USA, Inc. announced that it had submitted its application 
for approval of a clinical study (Investigational Device Exemption, IDE) with NanoTherm 
therapy for complete destruction (thermoablation) of carcinogenic lesions in the 
prostate gland with the FDA. This application was submitted following the preliminary 
IDE submission to the FDA in November 2014 and the subsequent personal meeting 
with the authority in January 2015.

Results of Operations, Net Assets, 
and Financial Position

Results of operations
Net loss for the financial year was EUR 1,547 thousand (prior year: EUR 1,008 thousand). 
Normalized for the effect of outlicensing of US rights to develop and commercialize 
NanoTherm therapy net loss for the year decreased by EUR 3,328 thousand from 
EUR 7,908 thousand in prior year to EUR 4,580 thousand in the current year. The 
decrease of the net loss normalized for the outlicensing effects is due to the sale of 
four NanoActivator devices to MagForce USA Inc., first commercial treatments of 
patients with the NanoTherm therapy, and reduced operating costs. The outlicensing 
development and commercialization rights resulted in other operating income of 
EUR 3,033 thousand in the year 2015 (prior year: EUR 6,900 thousand).
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Despite a slight increase of the average number of employees, personal costs have 
been reduced by EUR 327 thousand to EUR 2,705 thousand (prior year: EUR 3,032 thou 
sand) due to reduced bonus payments in 2015. Personnel expenses amounting to 
EUR 568 thousand (prior year: EUR 246 thousand) were charged to subsidiaries.

The decrease of EUR 1,501 thousand in other operating expenses mainly resulted from 
a lower depreciation on financial assets by EUR 550 thousand (prior year: partial 
depreciation of the loan against MT MedTech GmbH), as well as a decrease of legal 
costs by EUR 397 thousand and of patent costs by EUR 157 thousand.

Sales revenues amounted to EUR 2,576 thousand (prior year: nil) and includes 
revenues from the sale of four NanoActivator devices to MagForce USA, Inc. 
(EUR 2,421 thousand) as well as commercial treatment of patients with the NanoTherm 
therapy (EUR 155 thousand). In connection with the sale of NanoActivator devices 
the material expenses increased by EUR 2,304 thousand to EUR 2,339 thousand (prior 
year: EUR 34 thousand).

Other operating income amounted to EUR 5,126 thousand (prior year: EUR 7,663 thou
sand) and is primarily due to the extension of the development and commercialization 
rights for NanoTherm therapy for the territories of Mexico and Canada resulting in 
other operating income of EUR 3,033 thousand. In prior year other operating income 
amounted to EUR 6,900 thousand resulting from outlicensing of development and 
commercialization rights for the treatment of prostate cancer with NanoTherm 
therapy in the USA and Puerto Rico. Furthermore, other operating income includes 
costs recharged to subsidiaries in the amount of EUR 775 thousand (prior year: 
EUR 521 thousand) and an appreciation of the revalued loan against MT MedTech 
Engineering GmbH of EUR 803 thousand (prior year: 0) that could be reduced by 
offsetting receivables of the subsidiary MT MedTech Engineering GmbH from the 
delivery of NanoActivator devices.

Other interest and similar expenses amounting to EUR 329 thousand (prior year: 
EUR 310 thousand) includes interest income in the amount of EUR 176 thousand 
(prior year: EUR 287 thousand). Interest and similar expenses includes earnings 
related to subsidiaries in the amount of EUR 177 thousand (prior year: EUR 287 thousand).

Net assets
In the reporting period, total assets decreased from EUR 28,707 thousand to 
EUR 24,858 thousand. On the asset side, the amount for property, plant, and 
equipment increased by EUR 797 thousand to EUR 4,494 thousand, which was 
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mainly due to the installation and final settlement of NanoActivator devices in 
Frankfurt, Kiel, and the completion of the device in Göttingen. In addition, financial 
assets increased by EUR 3,033 thousand due to the expansion of the development 
and commercialization rights for the NanoTherm therapy to Mexico and Canada as 
the carrying amount of the investment in MagForce USA, Inc., which in turn is the 
sole shareholders of MagForce Ventures GmbH, increased by that amount. All shares 
of MagForce Ventures GmbH were contributed to MagForce USA, Inc. in 2014 as 
part of a share purchase agreement.

The decrease in inventories by EUR 890 thousand resulted from the sale of two 
NanoActivator devices to MagForce USA, Inc. in the USA.

Liquid funds of the Company include cash, cash equivalents as well as short term 
loans and amount to EUR 4,495 thousand (prior year: EUR 11,152 thousand) at the 
end of the reporting period. The short term loans increased as of December, 31, 2015 
by EUR 1,102 thousand to EUR 3,102 thousand (prior year: EUR 2,000 thousand). 
Therefore cash and cash equivalents at the end of the reporting period amounted to 
EUR 1,393 thousand (prior year: EUR 9,153 thousand).

On the liabilities side, the net accumulated loss increased by EUR 1,547 thousand 
to EUR 41,726 thousand whereas the Company’s share capital and the capital 
reserves remained unchanged. Compared to prior year, the provisions decreased by 
EUR 441 thousand to EUR 1,070 thousand. The decrease is mainly due provisions 
for outstanding invoices in the amount of EUR 327 thousand (prior year: 
EUR 409 thousand), and provisions for lawyers fees (EUR 15 thousand; prior year: 
EUR 274 thousand). Liabilities decreased by EUR 1,911 thousand to EUR 659 thousand 
compared to prior year. Amongst others this is due to a decrease in prepayments 
received from the subsidiary MagForce USA, Inc. for the purchase of two NanoActivator 
devices in the amount of EUR 939 thousand that had been delivered to MagForce 
USA, Inc. in the second quarter 2015. Furthermore, liabilities against MT MedTech 
Engineering GmbH have been offset with the written off loan, after an appreciation 
in value was made for this loan. Furthermore, liabilities against MT MedTech 
Engineering GmbH were offset against loans owed from the MT MedTech Engineer
ing GmbH after the depreciation of the loan had been reversed.

Financial position
Net loss of the Company for the year amounted to EUR 1,547 thousand (prior year: 
EUR 1,008 thousand). Cash outflows from operating activities amounted to 
EUR 5,133 thousand (prior year: EUR 8,709 thousand). Cash outflows from investing 
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activities amounted to EUR 2,626 thousand (prior year: EUR 1,609 thousand), and cash 
flows from financing activities amounted to EUR nil (prior year: EUR 10,200 thousand).

Liquid funds of the Company that include cash, cash equivalents as well as 
short term loans amount to EUR 4,495 thousand at the end of the period (prior year: 
EUR 11,152 thousand).

Net cash used in operating activities was indirectly derived from the net loss for the 
financial year. The cash outflows largely relate to financing of the operating business 
as well as issuance of shortterm loans.

Comparison of results of operation, net assets, and financial position 
with prior year forecast
As forecasted in prior year the net loss of the financial year was at EUR 1,547 
 higher than prior year at EUR 1,008 thousand. The operating negative cash flow 
of EUR 7,759 thousand was lower than in prior year with EUR 10,318.

Summary of the results of operations, net assets, 
and financial position
MagForce AG’s available liquid funds at the end of the financial year are in line 
with the forecast and therefore have developed as expected by management. 
No capital measures have been executed in the financial year. The Company has 
started commercialization and reached further important milestones in this regard. 
The Company introduced during the course of the year a commercial patients 
program to increase the number of commercial patients and to reach financial 
targets for 2016. Currently, the enforcement of the process of patient support 
and patient visibility (patientawareness) is ongoing.

The cooperation between Vivantes Clinic in BerlinFriedrichshain and the Clinic for 
radiotherapy of Charité Berlin is intended to accelerate the treatment of commercial 
patients in the indication brain tumor. As regards the prostate cancer indication, 
the approval of the clinical study in the USA is the next important milestone the 
Company envisages for 2016.

The Company plans to develop NanoTherm therapy in the future in other oncological 
indications, further leveraging the potential offered by this technology.
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Research and Development

Clinical development in the glioblastoma indication
In order to enforce a successful establishment of MagForce’s technology, an additional 
validation of NanoTherm therapy is pursued by conducting the new glioblastoma 
study. The clinical study strives to reiterate and supplement the results of the first 
study that led to the approval of NanoTherm therapy as a medical device. The new 
study is an openlabel, randomized, controlled study at nine centers in Germany.

By yearend 2015, the Company had NanoActivator devices operational at five university 
hospitals in Berlin, Münster, Kiel, Cologne, and Frankfurt. An additional NanoActivator 
device has been installed at the University clinic of Göttingen.

With respect to our US subsidiary MagForce USA, Inc., the Company filed in May 2015 
an Investigational Device Exemption (IDE) with the U.S. Food and Drug Administra
tion (FDA) for NanoTherm therapy to completely ablate prostate cancer lesions. With 
the submission, the approval process had been initiated according to plan. In order to 
conduct the clinical trial the first US NanoActivator device was installed in Seattle, 
Washington, in November 2015.

Patent and brand applications
Intellectual property protection of MagForce AG’s NanoTherm and NanoPlan is secured 
by internally won knowhow and a broadly based patent portfolio that includes 12 
patent groups and approximately 165 single patents.

The number of property rights decreased slightly compared to 2014 as MagForce 
dropped some less commercially interesting property rights to decrease costs. However, 
further improvements could be made for essential patents securing the NanoTherm 
therapy. For example several patents in EP (member states of the European patent 
convention), Australia, Japan, SouthKorea were issued or will be issued for NanoTherm 
specific coating. For the patent group that secures temperature simulation in the 
NanoPlan software patents were issued or will be issued for EP, USA, Australia, Japan, 
and Russia.
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Employees

At the end of the year 2015, MagForce AG had 25 employees (excluding members of the 
Management Board), an increase of three compared to prior year. As of December 31, 
2015, 60% of the employees were women. At the end of 2015, the MagForce Group of 
companies employed 48 employees in four companies.

Opportunities and Risks

Opportunities
The Company’s vision is to establish its innovative therapy as a widely applicable, 
effective, and well tolerated alternative or supplement to conventional cancer 
treatments such as surgery, chemotherapy, and radiotherapy. The analysis of the data 
from the proof of concept study in glioblastoma shows that NanoTherm therapy is a 
welltolerated therapeutic procedure with a positive benefittorisk ratio and that it is 
generally much less onerous for patients compared to radiotherapy or chemotherapy.

In 2013, the Company received approval to conduct a postmarketing clinical study for 
glioblastoma. This study is performed along with key opinion leaders in several centers 
throughout Germany. If MagForce increases acceptance of the NanoTherm therapy 
as a result of the study findings and the support of leading glioblastoma experts, this 
technology could be successfully commercialized for the treatment of glioblastoma 
in the near future. First patients with brain tumors have been already commercially 
treated with the NanoTherm therapy.

The Company is also planning to develop NanoTherm therapy for other promising 
oncology indications, such as prostate cancer. In addition, MagForce AG plans the 
further development of its technology by MagForce USA, Inc. in the USA. If this 
development is successful, the technology’s potential could increase enormously.

The Company is aiming to attract strategic development partners for specific indica
tions and regions to carry out and finance its development activities. Should the 
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Company be able to find such partners it would substantially expand its financial room 
for maneuver, as well as potentially accelrate the technology’s market penetration.

The area of research and development also offers further potential with regard to new 
indications and new partnerships.

Risks
The various risks – particularly the financial risks – described below are matched by 
corresponding opportunities in the case of positive outcomes.

Risk of lack of profitability and liquidity
The Company has sustained operating losses in the past and might not become 
profitable in the mediumterm. Moreover, MagForce AG generated so far only 
few revenues. Regarding the risk to continuing as a going concern with reference to 
the liquidity of the Company, we refer to the section “Report on expected develop
ments; summary of expected developments by the Management Board.”

The Company might require significant funds to market its products
The Company does not rule out the possibility that its capital requirements and 
operating expenses will rise over the coming years due to the expansion of its 
production, marketing, and research and development activities. In addition, it 
 cannot guarantee that, if required, additional funds will be available at reasonable 
financial terms.

Risk of product approval being withdrawn
Approval of the Company’s products under the Medizinproduktegesetz (MPG – German 
Medicinal Products Act) can be withdrawn. Approval of the Company’s medical devices 
is dependent on the declaration of conformity. This is reviewed and rated at regular 
intervals in audits / inspections performed by the notified body. Among other things, 
confirmation of approval also depends on the capacities of the audit body, individual 
decisions made as part of complex assessments, and the interaction of and compliance 
with various regulations and industry standards. Any faults that arise during audits 
or failure in compliants to legal requirements could lead to considerable delays or even 
to the withdrawal of product approval.

Commercial success depends on acceptance of NanoTherm therapy
The Company’s commercial success relies heavily on the acceptance of NanoTherm 
therapy among physicians, clinics, patients, funding bodies, and other key opinion leaders.
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Risks from general development delays
MagForce could be late to respond to market developments, technological trends, or new 
scientific findings and could therefore suffer a loss in competitiveness.

Limited protection offered by industrial property rights
MagForce AG relies on protecting its developments through patents, other industrial 
property rights, and confidential expertise to maintain its competitive position. The 
Company’s competitive position could be compromised if it fails to sufficiently protect 
its own inventions or enforce any industrial property rights. With the expiry or loss 
of intellectual property rights of MagForce AG, the Company may have an increase of 
competition and / or product imitators, which can lead to falling prices and / or lower 
market shares.

Risks from industrial property rights of third parties
The efforts of MagForce AG in order to avoid infringement of intellectual property 
rights of third parties or the defense against actions of third parties in violation of 
their rights could be expensive and, if not successful, could lead to a restriction or 
ban on the marketing of NanoTherm technology, the payment of royalties or other 
payments, or compel MagForce AG to change products design.

Competitors with greater funding and resources
MagForce AG competes in the market for cancer therapies with other companies 
that have greater financial and human resources. In addition, it is possible that 
competitors could be purchased by major, financially strong companies, or that new 
competitors could enter the market. Such new or increased competition could lead 
to lower selling prices, put pressure on margins, and / or cause the loss of the target 
market share specified in the Company’s planning.

Unknown environmental and health risks associated with nanoparticles
Nanoparticles could have as yet unknown effects on the human body or the environ
ment. There are currently no indications of any potential negative environmental impact 
of iron oxide nanoparticles being released into the environment. However, because 
these nanoparticles represent a relatively new technology, it cannot be definitively ruled 
out at this stage that they might cause negative environmental effects or interactions.

Reliance on employees
MagForce AG currently has 25 employees, some of whom are the only people performing 
their functions or who hold several important positions. Business operations could be 
jeopardized if an employee is unavailable for work, the Company loses staff, or if it 
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is not in a position to recruit additional suitable technical and management employees 
over the long term. MagForce AG’s business involves expertise that is shared by a 
small number of employees. If these employees were to leave, the negative impact 
could be significant.

Risk of costs not being covered by health insurance funds and other health care 
providers and insurers
It cannot be guaranteed that the entire cost of MagForce AG’s NanoTherm therapy will 
be covered by statutory and private health insurance funds.

Risks relating to infrastructure and growth
If the Company does not adapt its internal control and management systems in line 
with its planned growth, this could result in the inefficient use of resources and failure 
to recognize developments that could endanger further growth or even the Company’s 
continued existence in suitable time.

Product liability risks
If the Company does not adapt its internal control and management systems in line 
with its planned growth, this could result in the inefficient use of resources and 
failure to recognize developments that could endanger further growth or even the 
Company’s continued existence in suitable time.

Legal risks associated with changes to the applicable law
Changes to the applicable legal provisions and regulations could compromise or 
prevent the production and marketing of the products. The introduction of new 
statutory or regulatory restrictions relating to the manufacture and use of products 
using nanotechnology could lead to a significant administrative and financial bur
den for the Company and its partners.

Risks related to business plan assumptions
Future planning scenarios of the Company are subject to inherit risks of the underlying 
assumptions. Should revenues planned by the Company or the monetarization of 
assets not materialize as expected or be delayed, and thus result in net revenues short 
of expectations, the Company may be dependent on cash inflows from outside of its 
business.

Risk management targets and methods in relation to financial instruments
As of December 31, 2015, MagForce AG’s main financial instruments were cash and 
shortterm loans.
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The Company has various other financial instruments (i.e. trade receivables, trade 
payables and other noninterestbearing, shortterm financial assets), which arise in 
the course of normal business activities. The primary purpose of these financial 
instruments is to fund the Company’s business activities. The Company holds any 
funds that are not immediately required in overnight deposit accounts.

The Company’s receivables are not collateralized. Consequently, the Company is 
exposed to risk in the amount of the receivables that could become irrecoverable. Due 
to its low sales, the Company has not had any bad debts in the past.

The Company does not use derivative financial instruments to hedge the foreign 
exchange risk which could arise through its business operations, as its business is 
currently restricted almost exclusively to the Euro zone.

Report on Expected Developments

In 2016, the Company’s development is focusing on:
 • To start the clinical study for marketing authorization of NanoTherm therapy for the 

treatment of prostate cancer in the USA through our subsidiary MagForce USA Inc.
 • To continue development of the in 2015 started commercialization of NanoTherm 

therapy for the treatment of brain tumors in Germany and its neighbor countries.
 • To develop an ambulatory NanoActivator device for the indication of prostate cancer.

Expected results
The Company expects for the business year 2016 a thorough increase in revenues 
from the treatment of patients with NanoTherm therapy compared to prior year. 
A more economical enterprise resource planning will result in further reduced 
operating costs. Normalized for the special effects of the outlicensing transaction 
in 2015 that reduced the net loss by EUR 3,033 thousand for the business year, 
the Company expects for the business year 2016 a markable reduction of the net loss.

Summary of expected developments by the Management Board
The Company’s business model has a strong focus on shortterm value drivers. These 
include commercializing NanoTherm therapy in Germany and in the regions covered 
by the Company’s distribution partners. Medium term target of the Company is to 
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develop NanoTherm therapy in the indication of prostate cancer and seeking approval 
from the FDA for NanoTherm therapy via its US subsidiary, MagForce USA, Inc. In 
the long term it is planned to develop NanoTherm therapy in other indications, as well 
as to advance the development of NanoTherm particles.

For the years 2016 and 2017 the Company plans to intensify cooperation with local and 
international patient organizations to further establish NanoTherm therapy and to 
increase the number of patient inquiries. Furthermore new ways for reimbursement 
in Germany and selected countries will be established to make NanoTherm therapy 
available for as many patients as possible. Also the Company plans to enhance its pres 
ence on appropriate events and foreign patient organizations. The range of measures 
adopted is based on the assumption that the focused establishment of NanoTherm 
therapy on a stepbystep commercialization of activities in selected treatment centres 
in Germany and broadening of activities to certain neighbor countries will generate 
sustainable sales. Even if due to the ongoing clinical glioblastoma study, commerciali
zation activities and the market entry in other countries costs will initially increase, 
ultimately these measures will ensure MagForce AG’s longterm economic survival.

The Management Board’s assessment is also based on the positive reception of 
NanoTherm therapy by interested parties for NanoTherm therapy. This view is further 
supported by the fact that there is still an enormous need for new cancer therapies 
and that this market segment is experiencing sustained growth.

Based on the liquid funds of the Company that amounted to EUR 4,495 thousand as 
of December 31, 2015 (prior year: EUR 11,152 thousand), MagForce AG has set up a 
financial plan, according to which the activities for the years 2016 and 2017 can be 
financed. On the basis of this financial plan, cash and cash equivalents available as of 
December 31, 2015 will be sufficient to meet the payment obligations at any time. 
A prerequisite for this conclusion is that the assumptions underlying the plan will 
materialize as planned.

A key risk relates to the timely and quantitatively sufficient availability of financial 
resources to ensure meeting of the corporate goals. The Company has developed its 
business plan based on expected numbers of treatment to meet cost expected to 
generate revenue projections and resulting cash flows, which in combination with the 
monetarization of assets will be sufficient to secure liquidity of the Company during 
the period of the prognosis. In case these assumption should not be realized in full or 
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in part, the Company has identified cost savings potential to balance any liquidity 
insufficiencies and to continue as a going concern. However, should the plan be missed, 
further financing may be required.

In our opinion, the Company can finance the operations with the cash available and 
credit lines granted by subsidiary if the assumptions of the financial plan, in particular 
planned revenues, meeting projected cost budgets, plans for monetarization of assets 
and the US subsidiary meeting agreed cost recharges, materialize. At the time of the 
financial closing, the Company had not planned any capital measures.

The planning of MagForce AG involves by nature inherent risks and uncertainties. It 
is based on the current assumptions, expectations, estimates, and projections of 
MagForce that were made to the best knowledge and belief and in consideration of 
prudent business judgment. In this respect, deviations from the plan cannot be ruled 
out. Furthermore, uncertainties as to the forecast remain as it cannot be ruled out 
that planned revenues may be delayed or may not materialize in the amount assumed 
in the plan, because MagForce has not generated material revenues to date.

The solvency of the Company and hence the ability to continue as a going concern 
depend on assumptions of the financial plan. In particular, the materialization of 
revenues that are planned to increase in 2016 from the sale of NanoTherm. Further
more, the Company was granted a credit line of USD 2.5 million from its subsidiary 
MagForce USA, Inc.

Consequently, the Management Board assumes that the Company will continue as a 
going concern.

The Company currently focuses on the use of NanoTherm therapy to treat brain 
tumors and the development in the indication prostate cancer through its subsidiary 
MagForce USA, Inc. To unveil the full potential of NanoTherm therapy in other 
 indications, the Company may be dependent on additional financing measures.
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Report on 
PostBalance Sheet Date Events

On 8 June 2016, the Company has signed a credit line agreement of USD 2.5 million 
and 5.0 percent interest p.a. with its subsidiary MagForce USA, Inc., with a duration 
until December 31, 2017. The line was drawn on June 28, 2016. In addition Lipps and 
Associates has provided a USD 3.0 million line of credit to MagForce USA, Inc. to provide 
for an accelerated launch of prostate focal NanoTherm therapy in the USA after the 
NanoTherm therapy is cleared for sale. Furthermore, no other material events or develop
ments occurred that would have a significant impact on the results of operation, net 
assets, and financial position that need to be reported and would significantly impact 
the statements made in the financial statements.

Berlin, June 29, 2016

Dr. Ben J. Lipps   Christian von Volkmann
Chief Executive Officer  Chief Financial Officer

Prof. Dr. Hoda Tawfik
Chief Medical Officer
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Statement of Income 

in EUR 2015 2014

Revenues 2,575,885.28 0.00

Other operating income 5,125,775.89 7,663,378.95

thereof from exchange rate differences EUR 207,323.91 
(prior year: EUR 39,328.73)

7,701,661.17 7,663,378.95

Cost of materials

a)  Raw materials and supplies and purchased goods 2,338,787.90 34,447.20

b)  Purchased services 620,100.75 693,111.43

2,958,888.65 727,558.63

Personnel expenses

a)  Salaries 2,704,625.78 3,032,366.18

b)  Social security contributions 285,097.02 292,057.96

thereof for retirement benefits EUR 44,108.04  
(prior year: EUR 34,953.82)

2,989,722.80 3,324,424.14

Amortization and depreciation 

of intangible assets and property, plant and equipment 456,137.72 218,987.44

Other operating expenses 3,172,718.27 4,673,799.72

thereof from exchange rate differences EUR 192,075.58 
(prior year: EUR 15,209.12)

9,577,467.44 8,944,769.93

Operating result −1,875,806.27 −1,281,390.98

Other interest and similar income 329,233.37 309,930.60

thereof from affiliated companies EUR 176,608.67  
(prior year: EUR 287,196.37)

Interest and similar expenses 69.10 35,484.12

329,164.27 274,446.48

Result from ordinary activities −1,546,642.00 −1,006,944.50

Other taxes 125.75 1,241.60

Net profit / loss −1,546,767.75 −1,008,186.10

Loss carried forward from the prior year 40,179,000.17 39,170,814.07

Accumulated deficit 41,725,767.92 40,179,000.17
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Balance Sheets as of December 31, 2015 

Assets

in EUR 2015 2014

Intangible assets

Purchased commercial trade mark rights and similar rights 
and values like licenses to those rights and values 6,762.08 10,688.08

Tangible fixed assets

Buildings and leasehold improvements 653,313.00 251,876.00

Technical assets and machines 1,607,736.99 909,677.99

Other equipment, furniture and fixtures 258,215.00 329,145.00

Advance payments made and construction in progress 1,974,249.20 2,205,825.96

4,493,514.19 3,696,524.95

Financial assets

Shares in affiliated companies 15,033,058.85 12,000,001.00

19,533,335.12 15,707,214.03

Current assets

Inventories

Goods for sales 80,750.00 970,780.00

80,750.00 970,780.00

Receivables and other assets

Trade accounts receivables 91,033.46 0.00

Receivables from affiliated companies 148,314.11 11,459.26

Other assets

a) Shortterm loans 3,101,547.56 2,000,000.00

b) Receivables from tax authorities 273,655.38 734,920.27

c) Remaining other assets 62,187.63 58,762.98

3,676,738.14 2,805,142.51

Cash in hand, bank balances and checks 1,393,081.41 9,152,502.93

Prepaid expenses 174,353.28 71,006.33

24,858,257.95 28,706,645.80
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Shareholders’ equity and liabilities

in EUR 2015 2014

Shareholders’ equity

Subscribed capital 25,622,711.00 25,622,711.00

Additional paid-in capital 38,984,211.76 38,984,211.76

Accumulated deficit −41,725,767.92 −40,179,000.17

22,881,154.84 24,427,922.59

Special item for contributions designated to a purpose 90,041.53 0.00

Special item for investment subsidies for fixed assets 157,823.78 197,486.78

Accrued liabilities

Other accruals 1,070,367.64 1,511,110.40

Liabilities

Trade accounts payables 522,472.70 855,087.76

Advanced payments received 0.00 939,185.72

Liabilities against subsidiaries 62,467.00 716,140.80

Other liabilities 73,930.46 59,711.75

thereof taxes EUR 46,905.64 (prior year: EUR 42,053.06)

thereof social security EUR 2,140.03  
(prior year: EUR 2,661.95)

658,870.16 2,570,126.03

24,858,257.95 28,706,645.80
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Analysis of Fixed Assets

in EUR

Acquisition costs Accumulated depreciation Net book value

01/01/2015 Additions Disposals Reclassi fications 12/31/2015 01/01/2015 Additions Disposals 12/31/2015 12/31/2015 12/31/2014

Fixed assets

Intangible assets

Purchased commercial trade 
mark rights and similar rights 19,681.45 2,713.23 0.00 0.00 22,394.68 8,993.37 6,639.23 0.00 15,632.60 6,762.08 10,688.08

Fixed tangible assets

Buildings and leasehold 
improvements 304,052.76 181,611.35 0.00 371,460.29 857,124.40 52,176.76 151,634.64 0.00 203,811.40 653,313.00 251,876.00

Technical assets and 
machines 2,457,318.06 6,554.57 5,205.95 944,699.04 3,403,365.72 1,547,640.07 250,827.61 2,838.95 1,795,628.73 1,607,736.99 909,677.99

Other equipment, furniture 
and fixtures 549,248.16 25,596.24 53,774.14 0.00 521,070.26 220,103.16 47,036.24 4,284.14 262,855.26 258,215.00 329,145.00

Advance payments made and 
construction in progress 2,205,825.96 1,143,545.89 58,963.32 −1,316,159.33 1,974,249.20 0.00 0.00 0.00 0.00 1,974,249.20 2,205,825.96

5,516,444.94 1,357,308.05 117,943.41 0.00 6,755,809.58 1,819,919.99 449,498.49 7,123.09 2,262,295.39 4,493,514.19 3,696,524.95

Long-term financial assets

Shares in affiliated 
companies 12,027,826.20 3,033,057.85 0.00 0.00 15,060,884.05 27,825.20 0.00 0.00 27,825.20 15,033,058.85 12,000,001.00

Loans to affiliated companies 3,255,827.60 0.00 802,719.77 0.00 2,453,107.83 3,255,827.60 0.00 802,719.77 2,453,107.83 0.00 0.00

15,283,653.80 3,033,057.85 802,719.77 0.00 17,513,991.88 3,283,652.80 0.00 802,719.77 2,480,933.03 15,033,058.85 12,000,001.00

20,819,780.19 4,393,079.13 920,663.18 0.00 24,292,196.14 5,112,566.16 456,137.72 809,842.86 4,758,861.02 19,533,335.12 15,707,214.03
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Analysis of Fixed Assets

in EUR

Acquisition costs Accumulated depreciation Net book value

01/01/2015 Additions Disposals Reclassi fications 12/31/2015 01/01/2015 Additions Disposals 12/31/2015 12/31/2015 12/31/2014

Fixed assets

Intangible assets

Purchased commercial trade 
mark rights and similar rights 19,681.45 2,713.23 0.00 0.00 22,394.68 8,993.37 6,639.23 0.00 15,632.60 6,762.08 10,688.08

Fixed tangible assets

Buildings and leasehold 
improvements 304,052.76 181,611.35 0.00 371,460.29 857,124.40 52,176.76 151,634.64 0.00 203,811.40 653,313.00 251,876.00

Technical assets and 
machines 2,457,318.06 6,554.57 5,205.95 944,699.04 3,403,365.72 1,547,640.07 250,827.61 2,838.95 1,795,628.73 1,607,736.99 909,677.99

Other equipment, furniture 
and fixtures 549,248.16 25,596.24 53,774.14 0.00 521,070.26 220,103.16 47,036.24 4,284.14 262,855.26 258,215.00 329,145.00

Advance payments made and 
construction in progress 2,205,825.96 1,143,545.89 58,963.32 −1,316,159.33 1,974,249.20 0.00 0.00 0.00 0.00 1,974,249.20 2,205,825.96

5,516,444.94 1,357,308.05 117,943.41 0.00 6,755,809.58 1,819,919.99 449,498.49 7,123.09 2,262,295.39 4,493,514.19 3,696,524.95

Long-term financial assets

Shares in affiliated 
companies 12,027,826.20 3,033,057.85 0.00 0.00 15,060,884.05 27,825.20 0.00 0.00 27,825.20 15,033,058.85 12,000,001.00

Loans to affiliated companies 3,255,827.60 0.00 802,719.77 0.00 2,453,107.83 3,255,827.60 0.00 802,719.77 2,453,107.83 0.00 0.00

15,283,653.80 3,033,057.85 802,719.77 0.00 17,513,991.88 3,283,652.80 0.00 802,719.77 2,480,933.03 15,033,058.85 12,000,001.00

20,819,780.19 4,393,079.13 920,663.18 0.00 24,292,196.14 5,112,566.16 456,137.72 809,842.86 4,758,861.02 19,533,335.12 15,707,214.03
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Notes to the Annual Financial 
 Statements for the period of  

January 1, 2015, to December 31, 2015

Basis of presentation
The Company is a small corporation within the meaning of section 267(1) of the Handels 
gesetzbuch (HGB — German Commercial Code). The annual financial statements for 
the period of January 1, 2015 to December 31, 2015 were prepared in accordance with 
the provisions of the HGB for small corporations and the provisions of the Aktiengesetz 
(AktG – German Stock Corporation Act). 

The total cost (nature of expense) format in accordance with section 275(2) of the 
HGB is used for the presentation of the income statement. The Company took 
 advantage of some of the disclosure options for small corporations according to 
section 288(1) HGB. 

Accounting policies
As in the prior year, the following accounting policies were applied in preparing the 
annual financial statements:

Fixed assets
Purchased intangible fixed assets are recognized at acquisition costs and amortized 
over their useful lives.

Tangible fixed assets are recognized at acquisition costs and depreciated using the 
straightline method. 

Lowvalue assets costing up to EUR 410 are written off in the year of acquisition. 
Pooled items were recognized in the financial statements for simplification reasons 
for assets that were acquired before January 1, 2011, and whose cost was between 
EUR 150.01 and EUR 1,000. These annual pooled items, whose amount is insignificant 
in the aggregate, are depreciated by 20% each tax year in accordance with the tax 
regulations. 

Longterm financial assets are carried at acquisition costs or the lower fair value. 
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Current assets
Receivables and other current assets are recognized at their nominal value or the lower 
fair market value. 

Payments to support the subsidiary MT MedTech Engineering GmbH were carried at 
the lower fair value. Expenses relating to the fair value adjustment of the receivables 
were recognized in other operating expenses. 

Special items
A special item was recognized for contributions designated to a purpose that 
were  received from third parties to support patient programs. The item is depreciated 
according to utilization of funds in the patient program. 

A special item was recognized for investment grants and subsidies that will be 
recognized in other operating income and depreciated over the remaining useful life 
of the underlying assets. 

Provisions
The other provisions reflect all risks and uncertain obligations that were identifiable 
by the reporting date on the basis of prudent business judgment. They are recognized 
in the amount necessary to settle the obligations (i. e., including future cost and price 
increases). 

Liabilities
Liabilities are recognized at their settlement amounts. 

Deferred taxes
For the calculation of deferred taxes attributable to temporary or quasipermanent 
differences between the carrying amounts of assets, liabilities, prepaid expenses, 
and items of deferred income in the financial statements and their tax base, or to tax 
loss carryforwards, the amounts of the resulting tax liabilities and benefits are measured 
using the tax rate of the reporting entity that applies when the differences reverse and 
are not discounted. Deferred tax assets and liabilities are offset. No deferred tax assets 
are reported because the corresponding recognition option is exercised.

Balance sheet disclosures
Fixed assets
Changes in the items of fixed assets are presented in the analysis of fixed assets, 
based on the acquisition cost of the fixed assets.
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Disclosures on shareholdings
The Company owns all shares of MT MedTech Engineering GmbH, Berlin. As of 
December 31, 2015 the reported negative equity of the subsidiary amounts to 
EUR 4,187 thousand. Net loss for the fiscal year from January 1 to December 31, 2015, 
amounted to EUR 239 thousand.

In 2013 an impairment charge was recognized for shareholdings in MT MedTech 
Engineering GmbH to carry the investment at the lower fair market value of 
EUR 1.00 according to prudent business practice. Should MT MedTech Engineering 
generate sustainable gains in the future, the carrying amount will be written 
back to historic costs.

Furthermore, the carrying amount of the investment in MagForce USA, Inc.  increased 
by EUR 3,033 thousand compared with the previous year to EUR 15,033 thousand. 
The increase is the result of the expansion of the distribution and  development 
rights for MagForce USA, Inc. for the territory of Mexico and Canada with effect from 
January 2, 2015. The extension was carried out according to the “Private Placement 
Memorandum” from the first financing round for MagForce USA, Inc. through the 
contribution of the licenses in the subsubsidiary MagForce Ventures GmbH. 
 Furthermore, the Company still owns 77% of MagForce USA, Inc., Nevada, USA, 
incorporated by contract on March 10, 2014. Equity of this subsidiary amounted USD 
28,084 thousand as of December 31, 2015. The net loss for the financial year 2015 
amounted to USD 2,646 thousand and chiefly resulted from personnel expenses 
amounted to USD 1,397 thousand, travel expenses amounted to USD 300 thousand, 
and legal and consulting expenses amounted to USD 515 thousand.

Inventories
The inventories amount to EUR 81 thousand (previous year: EUR 971 thousand) and 
consist of catheters intended for clinical trial and commercial use in hospitals. The two 
NanoActivator devices from the previous year were sent as intended to  MagForce USA, 
Inc. in the business year 2015.

Receivables and other assets
In the reporting year, all receivables and other assets were due within one year. 

Other assets mainly comprise short term loans with a duration of six months and a 
nominal amount of EUR 3,000 thousand (previous year: EUR 2,000 thousand) plus 
accrued interest receivables of EUR 102 thousand (previous year: EUR 0), as well as 
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value added tax receivables in the amount of EUR 139 thousand (previous year: 
EUR 556 thousand). 

Subscribed capital
December 31, 2015 share capital remained unchanged compared to the previous year’s 
balance sheet balance amounted to EUR 25,622,711, and was composed of 25,622,711 
nopar value bearer shares (ordinary shares) with a notional interest in the share 
capital of EUR 1.00 per share.

Contingent Capital 2007/I
In accordance with the Company’s Articles of Association, its share capital was 
contingently increased by up to EUR 325,000 (Contingent Capital 2007/I) by issuing 
up to 325,000 nopar value bearer shares (ordinary shares). The Annual General 
Meeting on August 16, 2012 resolved to release EUR 225,000 of the Contingent Capital 
2007/I in accordance with Article 6 (2) of the Company’s Articles of Association. It 
therefore amounts to EUR 100,000.00.

Contingent Capital 2007/I serves to settle rights to subscribe for shares under stock 
options that are issued under the 2007 Stock Option Plan on the basis of the 
 authorization by the Annual General Meeting on June 29, 2007. The contingent capital 
increase will only be implemented to the extent that rights to subscribe for shares 
under stock options are exercised, and the Company does not settle the rights to sub
scribe for shares by way of a cash settlement or by granting treasury shares.

No expenses are recognized for the 2007 Stock Option Plan in accordance with the 
view expressed in part of the literature. The Stock Option Plan is designed for 
 members of the Management Board and for selected employees who are designated 
by the Management Board with the approval of the Supervisory Board. One option 
entitles the holder to acquire one share following payment of the contractually agreed 
strike price. The Company reserves the right to settle the value of the stock options 
in cash.

On January 1, 2015, out of Contingent Capital 2007/I, 32,605 options were outstanding 
and not forfeited. During the fiscal year 2015 no further options had been granted 
out of Contingent Capital 2007/I and no options had been forfeited. Thus, as of Decem
ber 31, 2015, a total of 32,605 options were outstanding and exercisable.
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Contingent Capital 2012/II
With the resolution of the Annual General Meeting on August 16, 2012, the Company’s 
share capital was contingently increased by up to EUR 395,000 by issuing up to 
395,000 nopar value bearer shares (Contingent Capital 2012/II). Contingent Capital 
2012/II exclusively serves to secure subscription rights for shares that were issued 
as part of the 2012 Stock Option Plan to Management Board members and Company 
employees as well as to managers and employees at affiliated companies in the 
period up to and including August 15, 2017. The contingent capital increase will only be 
implemented to the extent that subscription rights are issued and their bearers 
exercise their subscription rights for shares in the Company and the Company does not 
grant treasury shares or make cash settlements when settling these subscription 
rights.

By resolution of the Annual General Meeting on August 6, 2013, an amount of 
EUR 245,000 has been cancelled out of Contingent Capital 2012/II according to 
section 6 of the Company’s bylaws. Accordingly, the Contingent Capital 2012/II 
amounts to EUR 150,000.00. 

In fiscal year 2015 no options were granted under the 2012 Stock Option Plan.

Contingent Capital 2013/II
The Annual General Meeting on August 6, 2013, authorized the Management Board, 
with the consent of the Supervisory Board, to issue bearer and/or registered 
bonds with warrants and/or convertible bonds with a total nominal value of up to 
EUR 100,000,000 and with a maximum maturity of 20 years on one or more 
occasions in the period up to August 5, 2018, and to grant options to the holders 
of bonds with warrants and conversion rights to the holders of convertible bonds 
for up to a total of 9,569,084 nopar value bearer shares of the Company with an 
aggregate notional interest in the share capital of up to EUR 9,569,084.00, as 
specified in greater detail by the terms and conditions of the bonds with warrants 
or convertible bonds.

Contingent Capital 2013/III
With the resolution of the Annual General Meeting on August 6, 2013, the Company’s 
share capital was contingently increased by up to EUR 2,142,271 by issuing up to 
2,142,271 nopar value bearer shares (Contingent Capital 2013/III). Contingent Capital 
2013/III exclusively serves to secure subscription rights for shares that were issued 
as part of the 2013 Stock Option Plan to Management Board members and Company 
employees as well as to managers and employees at affiliated companies in the 
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period up to and including August 5, 2018. The contingent capital increase will only be 
implemented to the extent that subscription rights are issued and their bearers 
exercise their subscription rights for shares in the Company and the Company does not 
grant treasury shares or make cash settlements when settling these subscription 
rights.

In fiscal year 2015, a total of 75,000 stock options were issued as part of the 2013 
Stock Options Plan.

Contingent Capital 2015/I
With resolution of the Annual General Meeting on August 18, 2015, the Company´s 
share capital was contingently increased by up to EUR 170,000 by issuing up to 
170,000 nopar value bearer shares (Contingent Capital 2015/I). Contingent Capital 
2015/I exclusively serves to secure subscription rights for shares that were issued as 
part of the 2015 Stock Option Plan to Management Board members and Company 
employees as well as to managers and employees at affiliated companies in the period 
up to and including August 17, 2020. The contingent capital increase will only be 
implemented to the extent that subscription rights are issued and their bearers 
exercise their subscription rights for shares in the Company and the Company does not 
grant treasury shares or make cash settlements when settling these subscription rights.

In fiscal year 2015 no options were issued as part of the 2015 Stock Options Plan. 

Authorized Capital 2013/III
The Annual General Meeting on August 6, 2013 authorized the Management Board 
to increase the Company’s share capital, with the consent of the Supervisory Board, 
once or in multiple partial instalments in the period up to August 6, 2018, by up to 
a total of EUR 11,961,355.00 against cash and/or noncash contributions (including 
mixed noncash contributions) by issuing up to 11,961,355 nopar value bearer shares 
(Authorized Capital 2013/III). The subscription right of shareholders is excluded in 
certain cases. After partial utilization Authorized Capital 2013/III amounts to 
EUR 10,261,355.00.

The authorized capital from August 6, 2013 has been reversed with decision of the 
Annual General Meeting on August 18, 2015.

Authorized Capital 2015/I
The Annual General Meeting on August 18, 2015 authorized the Management Board to 
increase the Company’s share capital, with the consent of the Supervisory Board, once 
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or in multiple partial instalments in the period up to August 17, 2020, by up to a total 
of EUR 12,811,355.00 against cash and/or noncash contributions (including mixed 
noncash contributions) by issuing up to 12,811,355 nopar value bearer shares (Authorized 
Capital 2015/I). The subscription right of shareholders is excluded in certain cases. 

Capital reserves
The capital reserves contain an amount of EUR 38,484 thousand within the meaning 
of section 272(2) no. 1 of the HGB and an amount of EUR 500 thousand within the 
meaning of section 272(2) no. 4 of the HGB.

Net accumulated losses
The net accumulated losses contain accumulated losses brought forward of 
EUR 40,179 thousand. Net accumulated losses developed as follows:

Special item for contributions designated to a purpose
The Company received the funds from third parties under the condition to use them 
 solely to support the Company’s patient programs. 

Special item for investment subsidies for fixed assets
The investment subsidies were granted from funds made available under the “Joint 
Scheme for Improving Regional Economic Structures”. The investment grants were 
made in accordance with the Investitionszulagengesetz (German Investment Grants 
Act). In the period January 1 to December 31, 2015, EUR 40 thousand (previous year: 
EUR 40 thousand) was reversed to the income statement from the special reserve for 
investment grants and subsidies. 

in EUR thousand

Net accumulated losses as of December 31, 2014 40,179

Net loss for the fiscal year January 1 to December 31, 2015 1,547

Net accumulated losses as of December 31, 2015 41,726
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Other provisions
In comparison to the previous year the other provisions in the business year are 
composed of the following items:

The personnelrelated provisions have been reduced in the reporting period because of 
special payments in the financial year 2014. 

Provisions for litigation risks have been reduced because of resolution of some 
litigations in the business year.

The provision for contingent losses results from the market implementation of 
NanoTherm therapy in hospitals.

The amount of other provisions is mainly attributable to expenses for the annual 
report of EUR 62 thousand (previous year: EUR 85 thousand), as well as provisions for 
the Annual General Meeting to EUR 42 thousand (previous year: EUR 42 thousand).

Liabilities 
As in the previous year, trade payables and other liabilities are due within one year.

Liabilities to affiliated companies relates to cost transfers from MagForce USA, Inc. 

Other liabilities primarily contain payroll and church tax liabilities.

in EUR thousand 2015 2014

Personnelrelated 440 556

Outstanding supplier invoices 327 409

Supervisory Board remuneration 81 78

Audit costs 40 37

Litigation risk 15 274

Provision for contingent losses 24 0

Other 143 157

Total 1,070 1,511
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Income statement disclosures
Revenues
In the business year the Company generated revenues in the amount of EUR 2,576 thou
sand (previous year: EUR 0). This includes mainly revenues from the sale of four 
 NanoActivator devices to the subsidiary MagForce USA, Inc. amounting to EUR 2,421 thou
sand (previous year: EUR 0).

Moreover the Company generated revenues from the commercial treatment of patients 
with NanoTherm therapy in the amount of EUR 155 thousand. The commercial revenues 
resulted from the sale of NanoTherm particles and the user fee for NanoAcivator devices 
at the University Hospitals in Berlin, Kiel, Cologne, and Munster.

Other operating income
Other operating income amounting to EUR 5,126 thousand (previous year: 
EUR 7,663 thousand) mainly results from a gain in the amount of EUR 3,033 thousand 
from the extension of the distribution and development rights for the countries 
Canada and Mexico as of January, 2 2015. In the previous year, other operating income 
resulted to an amount of EUR 6,900 thousand from the transfer of distribution 
and development rights in the indication of prostate cancer to the countries USA and 
Puerto Rico. Furthermore, the other operating income includes recharge costs to 
subsidiaries of EUR 775 thousand (previous year: EUR 521 thousand), as well as an 
appreciation of the written off loan against MT MedTech Engineering GmbH of 
EUR 803 thousand (previous year: 0), which took place by setting off receivables from 
the subsidiary MT MedTech Engineeing GmbH from the delivery of NanoActivator 
devices.

Cost of material
The costs for raw materials, supplies, and purchased goods resulted to an amount 
of EUR 2,298 thousand (previous year: EUR 0) from the above mentioned sale of 
four NanoActivator devices to MagForce USA, Inc. The costs for purchased services 
mainly consists of services received in connection with the Post Marketing Study 
in the amount of EUR 466 thousand (previous year: EUR 679 thousand).

Personnel expenses
Personnel expenses in the amount of EUR 2,990 thousand (previous year: 
EUR 3,324 thousand) mainly comprises salaries of EUR 2,705 thousand (previous year: 
EUR 3,032 thousand) as well as expenses for social security and retirement benefit 
plans payments totalling EUR 285 thousand (previous year: EUR 292 thousand). 
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The reduction in personnel expense results, despite an increased number of average 
employed personnel, from an increased amount of bonuspayments in connection with 
the financing round in the previous year.

Personnel expense amounting to EUR 518 thousand (previous year: EUR 246 thousand) 
was charged to subsidiaries for management duties as well as development services 
rendered to MagForce USA, Inc.

In 2015 the expenses for retirement benefit plans amounts to EUR 44 thousand 
(previous year: EUR 35 thousand) resulting from a defined contributions pension scheme.

Other operating expenses
Other operating expenses amounting to EUR 3,173 thousand (previous year: 
EUR 4,674 thousand) chiefly comprise expenses associated with investor relations 
activities and, in the previous year cost for capital increase, amounting to 
EUR 557 thousand (previous year: EUR 1,361 thousand); as well as patent costs of 
EUR 329 thousand (previous year: EUR 486 thousand); and legal, audit, and 
 consulting expenses of EUR 259 thousand (previous year: EUR 656 thousand). 
Furthermore car and travelling expenses of EUR 384 thousand (previous year: 
EUR 361 thousand) and expenses regarding commercialization activities of 
EUR 195 thousand (previous year: EUR 74 thousand) are included in other operating 
expenses. In addition expenses for exchange rate differences of EUR 192 thousand 
(previous year: EUR 15), and disposal of tangible assets of EUR 111 thousand 
( previous year: EUR 0) are included. Prioryear expenses amounted to EUR 1 thou
sand (previous year: EUR 145 thousand).

Other interest and similar income
Other interest and similar income amounted to EUR 329 thousand (previous year: 
EUR 310 thousand) and related to interest income. Other interest and similar income in 
the amount of EUR 177 thousand (previous year: EUR 287 thousand) is attributable to 
affiliated companies.

Supplemental disclosures
Other financial obligations
Other financial obligations amounting to EUR 608 thousand (previous year: 
EUR 749 thousand) resulted from rental contracts for the rented premises in Berlin 
Adlershof and Martinsried as well as from leases for vehicles and office equipment.
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Employees
The Company employed 23 (prior year: 22) employees (without Management Board) 
on average over the financial year.

Shareholder structure
All of the shares are ordinary shares and carry an equal participating interest in the 
Company’s share capital. In accordance with Article 20 (6) of MagForce’s Articles of 
Association, all shareholders have equal voting rights per share, irrespective of the total 
number of shares they hold. 

Over and above the shareholdings disclosed above, MagForce is not aware of any direct 
or indirect investments in the Company, or of any shareholdings conveying control, or 
of the identity of any party holding such investments or exercising such control, or of the 
nature of that control.

Governing bodies of the Company

Supervisory Board
The Supervisory Board consists of the following individuals:
 • Norbert Neef (Chairman), lawyer in Berlin, deputy chairman of the supervisory board 

of ITN AG until June 2015, chairman of the supervisory board of Nanostart AG until 
June 2016.

 • Stephan Jakober (Deputy Chairman), business consultant.
 • Dr. Wiebke Rösler, physician.

Notifications in accordance with section 20 of the AktG in conjunction with section 
160(1) no. 8 of the AktG
The shareholder Nanostart AG complied with its notification requirements in 
accordance with section 20 of the AktG within the context of the Investment 
and Shareholder Agreement dated June 11, 2004, and the Investment and 

Management Board

Name / Position Member since Appointed until Function

Dr. Ben J. Lipps 
Chemical Engineer 09/01/2013 08/31/2018 Chief Executive Officer

Prof Dr. Hoda Tawfik 
Pharmacist 01/10/2012 09/30/2018 Chief Medical Officer

Christian von Volkmann 
MBA 01/10/2012 09/30/2018 Chief Financial Officer
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Shareholder Agreement dated October 10, 2006, by means of a notification dated 
July 3, 2007. By way of the notification dated July 3, 2007, the Company announced 
that Nanostart AG held more than 25% of the shares of MagForce AG and also that 
Nanostart AG held a majority interest in MagForce AG.

In a letter dated August 17, 2012, Nanostart AG, Frankfurt am Main, notified MagForce 
that it no longer held a majority interest in MagForce AG in accordance with 
 section 16(1) of the AktG and that it no longer held an interest of more than 25%. 

In a letter dated April 9, 2013, Nanostart AG, Frankfurt am Main, notified MagForce 
that it no longer held a majority interest in MagForce AG in accordance with 
section 16(1) of the AktG and that it no longer held an interest of more than 25%. 

On the same date, BF Holding GmbH, Kulmbach, notified MagForce that BF Holding 
GmbH’s indirect interest in MagForce AG was no longer a majority interest 
 within the meaning of section 16(1) of the AktG and that this no longer related 
to an interest of more than 25%.

Avalon Capital One GmbH, Frankfurt am Main, notified MagForce in accordance 
with para. 20 sec. 1 AktG by letter dated June 4, 2013 that it holds an interest of 
more than 25% in MagForce AG’s subscribed capital.

Preparation of consolidated financial statements
MagForce AG is not required to prepare consolidated financial statements for the 
period ending on December 31, 2015. 

Berlin, June 29, 2016

 

Dr. Ben J. Lipps   Christian von Volkmann
Chief Executive Officer  Chief Financial Officer

Prof. Dr. Hoda Tawfik
Chief Medical Officer
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Audit Opinion

To MagForce AG,

We have audited the annual financial statements, comprising the balance sheet, 
the income statement and the notes to the financial statements, together with the 
bookkeeping system, and the management report of MagForce AG, Berlin, for the 
fiscal year from January 1 to December 31, 2015. The maintenance of the books and 
records and the preparation of the annual financial statements and management 
report in accordance with German commercial law are the responsibility of the Com
pany’s management. Our responsibility is to express an opinion on the annual 
 financial statements, together with the bookkeeping system, and the management 
report based on our audit.

We conducted our audit of the annual financial statements in accordance with Sec. 317 
HGB [“Handelsgesetzbuch”: “German Commercial Code”] and German generally ac
cepted standards for the audit of financial statements promulgated by the Institut der 
Wirtschaftsprüfer [Institute of Public Auditors in Germany] (IDW). Those standards 
require that we plan and perform the audit such that misstatements materially affecting 
the presentation of the net assets, financial position and results of operations in the 
annual financial statements in accordance with [German] principles of proper accounting 
and in the management report are detected with reasonable assurance. Knowledge 
of the business activities and the economic and legal environment of the Company and 
expectations as to possible misstatements are taken into account in the determina
tion of audit procedures. The effectiveness of the accountingrelated internal control 
system and the evidence supporting the disclosures in the books and records, the 
annual financial statements and the management report are examined primarily on 
a test basis within the framework of the audit. The audit includes assessing the 
accounting principles used and significant estimates made by management, as well as 
evaluating the overall presentation of the annual financial statements and manage
ment report. We believe that our audit provides a reasonable basis for our opinion.
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Our audit has not led to any reservations.

In our opinion, based on the findings of our audit, the annual financial statements 
comply with the legal requirements and give a true and fair view of the net assets, 
financial position and results of operations of the Company in accordance with  [German] 
principles of proper accounting. The management report is consistent with the annual 
financial statements and as a whole provides a suitable view of the Company’s position 
and suitably presents the opportunities and risks of future development.

Without qualifying this opinion, we wish to draw attention to the information presented 
by the Management Board in section “Report on expected developments; summary 
of expected developments by the Management Board” of the management report, ac 
cording to which the solvency of the Company and hence its ability to continue as a 
going concern depend on the assumptions underlying the planning materializing as 
expected, in particular revenue development, meeting projected cost budgets, the 
monetarization of assets and that the US subsidiary can meet cost recharges as agreed.

Berlin, June 29, 2016

Ernst & Young GmbH
Wirtschaftsprüfungsgesellschaft

Mielke     Köhler
German Public Auditor   German Public Auditor
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