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1. Introduction

The Internal Control System (ICS) covers relevant processes in the areas of Company Management, HR, and
Finance. Relevant processes are described in a flow chart. This includes the responsible Kinarus employee
and the related documents. Each step has been assessed for involved risks and the extent of possible damage
to the company in case of occurrence. All Clinical Development Management processes are covered through
S.0.P. Since June 2022 Kinarus Therapeutics Holding AG, Kinarus AG’s parent company, has been listed on
SIX Swiss Exchange.This requires the Company to comply with new reporting obligations of SIX.

1.1. Update

To guarantee accuracy the risk control matrixes are being reviewed once a year. This can be part of the
budgeting process or during year end closing process.

The various supporting documents help to minimize risks and support the person in charge when checking
the various process steps. e.g. Templates, Entry Checklist, Salary List.

1.2. Explanation Risk Control Matrix

The field «Rating» (Probability) shows the expectation in percentage of how frequently a certain risk occurs.
The following increments have been applied:

e 100% =occurseverytime

e 50% =occurs every second time

e 20% = occurs every fifth time

e 10% =occurs every tenth time

e 5% = occurs every twentieth time
e 2% = occurs every fiftieth time

e 1% = occurs every hundred time

The extent shows how severe a certain damage would be for the company if a risk occurs. They have been
graded as follows:

e Very high = can ruin the company

e High = causes severe financial damage to the company and could require dropping some projects or
require immediate refunding

e  Medium = the financial damage can be compensated through savings actions

e Low =only leads to a limited financial impact

e Very low = practically no financial impact on the company

The control measurements can be divided as follows:

e Preventive Controls:
Preventive Controls are forced controls which show errors immediately when they happen. They
should prevent from errors happening.
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Detective Controls:
Detective Controls serve to detect and correct errors.

Automatic Controls:
Automatic Controls are integrated in the processes. They could be: an error checking numbers or an
automated data comparison.

Manual Controls
Manual controls are approvals, critical reviews, reconciliations or physical controls.
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2. Process Overview

Responsible Function Process

CEO Company Objectives and Reporting
CEO / Project manager Recruitment and Introduction

CFO / External accounting firm Financial Planning and Budgeting
CFO / External accounting firm Payables Accounting

CFO / External accounting firm Payroll

CFO / external accounting firm Closing and Reporting

CEO / external accounting firm Contract Management
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3. CEO

3.1. Company Objectives and Reporting
3.1.1. Target Process

Objective: Define realistic company objectives and accurate reporting. Company objectives are implemented
through relevant department heads and CEO and the Management.

Process Description Responsibility Tools / Documents

Financial plan The fir'1ancial planis CEO/CFO Financial plan
established based on most

recent information on progress

of different programs and

N / funding environment.

On the bases of the Board of Directors | Financial plan
Compa ny financial plan the company Company Strategy
objectives objectives are agreed.
. Management team members Management Objectives
Implementatlon work towards achieving the
agreed objectives.

N

Assessment

The progress is assessed and Management
discussed. The financial plan is
amended accordingly.




kinarus

3.1.2. Risk Control Matrix Company Objectives and Reporting
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4.

HR

4.1. Recruitment and Onboarding
4.1.1. Target Process
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Objective: Recruitment of high performing, goal and team-oriented employees. Employee should quickly
settle in and work independently through a planned and well supervised introduction.

Process Description Responsibility Supporting Tools/
Documents
The headcount plan is adjusted Line Manager Budget
Headcount when needed based on the Management
p|anning/ planned studies and upcoming Team
budget workload.
Vacancies are advertised externally, | CEO/Project Job description
or internal information resources Manager
are exploited
Vacancy
During the interview both Selection/Interview
professional experience and soft Line Manager Process
Selection/ skills are evaluated. The final hiring | CEO Pre-screening
Interview decision is made by the line Interview Questions

CQ

Employment
ntract
reparation

N

Onboarding

manager and the CEO.

All onboarding administrative
activities are carried out using the
Personalstammdatenblatt.

During the onboarding introduction
meetings with Line Manager and
key colleagues are scheduled.

CEO / External
accounting firm

CEO
Line Manager

Personalstammdatenb
latt
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4.1.2. Risk Control Matrix Recruitment and Onboarding
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4.1.3. Personalstammdatenblatt

Personal data

1. Statements to assistant

Date of joining the company:

Name: Mustermann

First name: Max

Civil status:

Homeadress: Street/ No.:

Post code / city

Country:

Phone (business):

Cell phone:

E-mail-adress:

Date of birth:

Place of origin (for swiss only):

Country of birth (foreign national):

ID-/Pass-No.:

e
[dc
Stay permit *: [

[] Grenzganger

Stay permit valid to:

* work permit, stay permit; if applicable to asterisk

Health insurance:

Health insurance CH 3: [ yes [ ro
Health insurance EU *: Cyes [ no
by EU-Health insurance: [yes [ no

Benefits in CH covered by

insurance 3:

Religion 2:

If border crosser:

Weekly stay [ yes [dro
Side job 3: [dyes [ no
If so, freelance [ yes [ rno

2 ifapplicable to asterisk

Employee (Name / first name):

2roman catholic, protestant or other

Do you have a mandatory health insurance with a Swiss insurancecompany?

If yes, in which country:

Mustermann

Page 2 von 4
Max

Account no.:

Clearing No. bank:

Bank name:

IBAN-No.:

Adress of the bank:

If no bank account:

Post account no.:

2. Information about wife / husband

Name:

First name:

Street/ No.:

Post code / city:

Country:

Date of birth:

AHV-No.:

Place of origin (for swiss only):

Country of birth (foreign national):

Citizenship:
[
. Cc .
2. 3.
Stay permit 2: O Religion 3:

[] Grenzganger

= work permit, stay permit; if applicable to asterisk

Occupation: [T yes [dno

If yes, in which country:

® roman catholic, protestant or other

Child benefit: [ yes [ no

Operating rate in %:

Employer:

Freelance: D yes Ko

Employee (Name / first name):

Mustermann

Seite 3 von 4
Max

11



3. Information about Children:

1. Child

Name:

kinarus

2. Child 3. Child

First name:

Date of birth:

Job':

' schoolboy, learner, student etc.

Place of residence:

4. Information about the other parent (if no identical with person under caption 2.)

Applies to the following children:

Name: First name:
Street/ No.: Post code / city:
Country: Phone (private):
Date of birth: AHV-No.:

Place of origin (for swiss only):

Country of birth (foreign national):

Citizenship:

Civil status:

Occupation: [ yes [dno

If yes, in which country:

Child benefit: [dyes [no

Operaring rate in %:

Employer: Freelance: Cyes O np
Employee (Name / first name): Mustermann Max

5. Other data

Contact person in case of an

emergency: Phone:

Seite 4 von 4

Specific details:

Date:

Signature of empoyee:

Inserts (at copie):

I:l ID-Card or pass
|:| AHV-identifikation

|:| Alien: work permit / stay permit

|:| German border crossers: Ansassigkeitsbescheinigung for the german finance office

|:| Family register

Durch die Personaladministration auszufullen

Kostenstelle:

AHV-Ausweis b llen: [ yes

[no

Quellensteuerpflichtig: [ yes [Jno

Anmeldung Kinder-/Ausbildungszulagen: [ yes

[ no

12
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4.2.  Exit
4.2.1. Target Process

Objective: The exit process should be as smooth as possible. The employee should be supervised until the
end in order to ensure a good handover and to leave with the employer in a good relationship.

Process Description Responsibility Supporting Tools/
Documents
Termination by one of the CEO Resignation Letter or
Termination contracting parties or at expiration Termination
of the contractual relationship. Agreement.

NS

Determine the Handover of activities should be CEO/Line-
departure date / completed by the departure date. Manager
ure IT and office equipment to be
g returned on the last working day.
The basis for the creation of the CEO

Prepare work
certificate/
reference letter

job reference is the quality of work | Line-Manager
done by the employee.

The CEO and the Line Manager CEO
should organize a meeting with the | Line Manager
Departure leaving employee to discuss open
Meeting

items.

NS

Administrative Exit Processing exit
Procedures

CEO




5. CFO

5.1. Financial Planning and Budgeting
5.1.1. Target Process
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Objective: Financial planning in line with approved strategy, establish realistic budgets, budgets to be

approved regularly.

Process

Description

Responsibility

Tools / Documents

Financialplan

NS

Budget input

Budget

The financial plan to be
prepared in line with the agreed
strategy between Management
and BOD.

According to the planned preclinical
and clinical studies, CEO and
department heads prepare R&D cost
estimates.

CFO prepares estimates of Payroll
and G&A costs.

Budget positions to be
consolidated and reviewed by
Management.

Management Financial plan

CEO, department
heads, CFO,

CFO Budget

14



kinarus

ing

| Planning and Budget

inancia

5.1.2. Risk Control Matrix F
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5.2. Payables Accounting
5.2.1. Target Process

Flow Chart: Payables Accounting

Objective: Only invoices with business purpose to be paid, invoices to be paid within agreed payment terms

and correctly accounted for.

kinarus

Process

Description

Responsibility

Tools / Documents

Invoice receipt

NS

Invoice
verification and
approval

N

Posting to
payables

%

Prepare

payment
and final
approval

Invoice forwarded to responsible

person. via a dedicated email where
all suppliers send their invoices.

Responsible person checks
approves and codes invoice
which is stored into Box by the
Financial Controller.

External accountant posts invoices
in the accounting system.

Online banking payments system
and payments processes.

Financial
Controller

Financial
Controller

External
accountant

External
accountant
prepares
weekly
payments
runs.

Two
Kinarus
Signatories
approve
payments
in e-
banking

Invoice email

Invoice
Contracts
Box

Invoice /
Abacus

e-Banking xIm format
payments files

16
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5.2.2. Risk Control Matrix Payables Accounting
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5.3. Payroall
5.3.1. Target Process

Objective: The employees receive the salary payment correct and in time. The declaration and payments with
the authorities and social security are correct.

Process Description Responsibility Tools / Documents
Monthlv P I Inform external accounting firm CEO Declaration of new
Or(‘:h y Fayro about changes. Summarize CFO employees /
anges
8 changes and Financial changes reported by
review them using the four-eyes
. Controller employee or
principle.
AN / External employer
Accountant
Payroll list/
Salaries are paid through e-banking Deviation Report
Salary payment by the 25™ of each month after Financial
. Controller
review and approval by two
Kinarus.signatories. External
Accountant
Salary statements / declarations Accounting System /
Salary Declaration / are provided to the employees and Share Point Payroll
Statements authorities. External folder
Accountant
Salary accounting system is Payroll list and
Payroll System reconciled by end of each External Accounting
month/quarter. Accountant System
Number of employees and FTE’s to CEO
Reporting be reported quarterly to Employees List
management

18
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5.3.2. Risk Control Matrix Payroll
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5.4. Closing and Reporting
5.4.1. Target Process

Objective: the quarterly reporting guarantees that the management is aware of the actual spending and cash

situation.
Process Description Responsibility Tools / Documents
The monthly closing is prepared by | External Accounting system
Quarterly Closing the end of the following month. All | Accountant Bank statements
accounts to be reconciled.
. . . . Fi il .
Quarterly Meeting Financial Report to be discussed CEO inancial reporting
quarterly. CFO
Monthly report conditional capital CEO SIX Connexor
Reporting
Reports to SIX Adhoc releases CFO EQS
Controller
IR Consultant
Half Year and Annual Financial External
Consolidated Financial Consolidated Statements prepared | Accountant Excel
Statements during the second month of the CFO
following the closing. Controller
External Annual accounts
Audi Accountant Accounting System
Preparation of the supporting Financial
documents for audit firm Controller
CFO
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5.4.2. Risk Control Matrix Closing and Reporting
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6. Contract Management

6.1. Contract Management
6.1.1. Target Process

Objective: New contracts are critically reviewed. Service quality of existing contracts is supervised.

Process

Description

Responsibility

Tools / Documents

External services are requested. Employee in Contract templates
Request External
. charge
Services
Major contracts are reviewed by Employee in Commercial register
Contract Review and management and / or legal charge,

approval

counsel. Contracts are signed

Legal Counsel,

jointly by two persons with Authorized
signature power according to employees
commercial register.
Service Control Supervision of provided services. | Employee in Contract
charge Service Reports
? [ Invoices
If needed contracts have to be Employee in Contract amendment

Change amended / changed. charge, Legal
Management Counsel,
Authorized
i ; employees
In case of contract cancellation Employee in Contract
Contract the notice period must be charge
Cancellation respected. Contracts are always

cancelled in writing.
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6.1.2. Risk Control Matrix Contract Management
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7.1T
7.1. IT Management

7.1.1. Target Process
Objective: Guarantee a safe, secure and uninterrupted work performance through IT systems

kinarus

Access to Data

Ay

Access restriction

N/

Data back up/ Loss
of data

function/ data access rights.

Access to files and folders is

restricted based on the employees/
external providers function.

Files, folders and emails are backed

up to avoid the risk of losing
company key information/ data.
The user must not store data
outside of the Cloud because these
data are not backed up.

Office Manager

External IT
Consultant

Office Manager

External IT
Consultant
Users

Process Description Responsibility Tools / Documents

All employees have the appropriate | External IT equipment
IT Equipment IT equipment and can get their IT Consultant inventory
|

quip work done. Office Manager

Data are continuously accessible by | External IT Box
Consultant

the employees according to their Portal

Internal network
Drive

Box Portal

Internal network drive

Back Up Process and
RecoveryProcedure
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7.1.2 Risk Control Matrix IT
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