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BAVARIAN NORDIC

Bavarian Nordic A/S
(a Danish public limited company, CVR no. 16271187)

Rights issue of up to 3,975,872 new shares with a nominal value of DKK 10 each at a price of DKK 80 per share with
preemptive rights to the Existing Shareholders of Bavarian Nordic A/S at the ratio of 1:2.

This prospectus (the “Prospectus”) has been prepared in connection with a capital increase comprising an offering (the “Offering”) of up to 3,975,872 new shares (the
“New Shares”) with a nominal value of DKK 10 each in Bavarian Nordic A/S (the “Company” or “Bavarian Nordic A/S") with preemptive rights for the Existing Share-
holders (as defined below) of Bavarian Nordic A/S at the ratio of 1:2.

Prior to the Offering, Bavarian Nordic A/S has 7,951,745 shares with a nominal value of DKK 10 each (the “Existing Shares”) and, consequently, Bavarian Nordic A/S has
a nominal share capital of DKK 79,517,450.

0n 8 January 2010, under the authorisation adopted as article 5a of the articles of association of Bavarian Nordic A/S, the board of directors (the “Board of Directors”)
resolved to increase the share capital of Bavarian Nordic A/S by a nominal value of up to DKK 39,758,720 (3,975,872 Shares of DKK 10 nominal value) each.

Each holder of shares in Bavarian Nordic A/S who is registered with VP Securities A/S (“VP Securities”) on 15 January 2010 at 12.30 p.m. CET as a shareholder of
Bavarian Nordic A/S (the “Existing Shareholders”) will be allocated one (1) preemptive right (“Preemptive Right”) for each Existing Share. For every two (2) Preemp-
tive Rights, the holder is entitled to subscribe for one (1) New Share at a price of DKK 80 per New Share (the “Offer Price”).

The trading period for the Preemptive Rights commences on 13 January 2010 at 9.00 a.m. CET and closes on 26 January 2010 at 5.00 p.m. CET. The subscription period
for the New Shares (the “Subscription Period”) commences on 16 January 2010 and closes on 29 January 2010 at 5.00 p.m. CET. Any Preemptive Rights which have not
been exercised during the Subscription Period will lapse with no value, and the holder of such Preemptive Rights will not be entitled to compensation. Once a holder
of Preemptive Rights has exercised such rights and subscribed for New Shares, such subscription cannot be withdrawn or modified by the holder. The Preemptive
Rights and the New Shares have been approved for trading and official listing on NASDAQ OMX Copenhagen A/S (the “NASDAQ OMX”).

Bavarian Nordic A/S’ Shares are listed on NASDAQ OMX under ISIN code DKK0015998017.
The Offering is not underwritten.

A.J. Aamund A/S is entitled to 1,334,099 Preemptive Rights to subscribe for 667,049 New Shares. A.J. Aamund A/S has agreed with the Joint Lead Managers to par-
ticipate in the Offering on a cash-neutral basis (after transaction costs) by subscribing for the maximum number of New Shares that it can finance solely through the
sale of Preemptive Rights. The proceeds from any Preemptive Rights sold by A.J. Aamund A/S will be used to subscribe for New Shares. The Preemptive Rights will be
sold during the trading period for Preemptive Rights by the Joint Lead Managers on behalf of A.J. Aamund A/S, in open market transactions, private placements, block
trades or otherwise.

The proceeds from the Offering will be used to fulfil the Group strategy within biodefence and cancer, by maintaining momentum in the production of IMVAMUNE®,
gaining strategic flexibility in the clinical development of PROSTVAC™ as well as for new initiatives within the two business areas.

Following the Offering the Group will seek to consolidate its operating activities within the biodefence business area as well as expand the cancer activities. Further, the
Group seeks to ensure that it has an appropriate capital base in order to strengthen its future operational flexibility. Accordingly, the Group expects to be able to maintain
momentum in the development, production and delivery of IMVAMUNE® and continue the Phase IIl preparations of PROSTVAC™.

Investors should be aware that an investment in the Preemptive Rights and the New Shares involves a high degree of risk. See “Risk factors” for a descrip-
tion of the factors that should be considered before investing in the Preemptive Rights and the New Shares.

The Preemptive Rights and the New Shares will be delivered in book-entry form through allocation to accounts with VP Securities. The New Shares have been ac-
cepted for clearance through Euroclear Bank S.A./N.V. as operator of the Euroclear System (“Euroclear”) and Clearstream Banking S.A. (“Clearstream”).

The Offering comprises a public offering in Denmark and the United Kingdom and private placements in certain other jurisdictions.

This Prospectus may not be distributed in or otherwise be made available, the New Shares may not be offered or sold, directly or indirectly, and the Preemptive
Rights may not be exercised or otherwise offered or sold, directly or indirectly, in the United States, Canada, Australia or Japan, unless such distribution, offering, sale
or exercise is permitted under applicable laws in the relevant jurisdiction, and Bavarian Nordic A/S and the Joint Lead Managers must receive satisfactory docu-
mentation to that effect. This Prospectus may not be distributed or otherwise made available, the New Shares may not be offered or sold, directly or indirectly, and
the Preemptive Rights may not be exercised or otherwise offered or sold, directly or indirectly, in any jurisdiction outside Denmark and the United Kingdom, unless
such distribution, offering, sale or exercise is permitted under applicable laws in the relevant jurisdiction, and Bavarian Nordic A/S and the Joint Lead Managers may
require receipt of satisfactory documentation to that effect. Due to such restrictions under applicable laws, Bavarian Nordic A/S expects that some or all investors
residing in the United States, Canada, Australia, Japan and other jurisdictions outside Denmark and the United Kingdom may not have the Prospectus distributed to
them and may not be able to exercise the Preemptive Rights and subscribe for the New Shares. Bavarian Nordic A/S makes no offer or solicitation to any person
under any circumstances that may be unlawful.

The Preemptive Rights and the New Shares have not been approved, disapproved or recommended by the US Securities and Exchange Commission, any state securi-
ties commission in the United States or any other US regulatory authority, nor have any of such regulatory authorities passed upon or endorsed the merits of the
offering or the accuracy or adequacy of this Prospectus. Any representation to the contrary is a criminal offence in the United States.

The Preemptive Rights and the New Shares have not been and will not be registered under the United States Securities Act of 1933, as amended (the “US Securi-
ties Act”), or any state securities laws in the Unites States. Any offer and sale of the Preemptive Rights or the New Shares in the United States will be made only to
qualified institutional buyers pursuant to an exemption from the registration requirements of the US Securities Act, and outside the United States will be made in
accordance with Regulation S under the US Securities Act (“Regulation S”).

Joint Lead Managers

Nordea ¥ SIEIB ENSKILDA

The date of this Prospectus is 8 January 2010 (the “Prospectus Date”).
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GENERAL INFORMATION

Important information relating to this Prospectus

This Prospectus has been prepared in compliance with Danish legislation and
regulations, including Consolidated Act no. 795 of 20 August 2009 on Securities
Trading (the “Danish Securities Trading Act”), Commission Regulation (EC) no.
809/2004 of 29 April 2004 as amended and Executive Order no. 885 of 14 Sep-
tember 2009 issued by the Danish Financial Supervisory Authority on prospec-
tuses for securities admitted for trading on a regulated market and for public
offerings of securities of at least EUR 2,500,000. The Prospectus is governed by
Danish law.

This Prospectus has been prepared for the Offering.

In connection with the Offering and the admittance for trading and official list-
ing of the New Shares, this Prospectus has been prepared in a Danish-language,
an international English-language and a US English-language version for quali-
fied institutional buyers in the United States. In the event of any discrepancy,
the Danish Prospectus shall prevail. The Danish Prospectus is identical to the in-
ternational English-language version and the US English-language version of the
Prospectus, except that the Danish Prospectus also contains responsibility state-
ments made by the Joint Lead Managers and Bavarian Nordic A/S" independent
auditors and further the Danish and international English-language version of
the Prospectus also contain Bavarian Nordic A/S’ independent auditor’s report
on prospective financial information for Bavarian Nordic A/S for 2009 and 2010.

Nordea Markets (division of Nordea Bank Danmark A/S) (“Nordea Markets”)

and SEB Enskilda, Skandinaviska Enskilda Banken AB (publ), Copenhagen Branch
(“SEB Enskilda”) are the Joint Lead Managers in connection with the Offering and
will in that connection receive a fee from Bavarian Nordic A/S. In connection
with their usual business activities, Nordea Markets and/or SEB Enskilda or cer-
tain of their affiliates may have provided and may in future provide investment
banking advice and carry on normal banking business with Bavarian Nordic A/S
and any future subsidiaries and affiliates of Bavarian Nordic A/S.

No person is authorised to give any information or to make any representation
in connection with the Offering not contained in this Prospectus. Any informa-
tion or representation not so contained must not be relied upon as having been
made or authorised by Bavarian Nordic or Nordea Markets or SEB Enskilda.
Bavarian Nordic, Nordea Markets and SEB Enskilda accept no liability for any
such information or representation. The information contained in this Prospectus
has been provided by Bavarian Nordic and other sources identified herein.

The information in this Prospectus relates to the date printed on the front cover,
unless expressly stated otherwise. The distribution of this Prospectus shall not
in any circumstances imply that there have been no changes in the affairs of
Bavarian Nordic A/S since that date, or that the information contained in this
Prospectus is correct as at any time subsequent to the date hereof.

Any material change as compared with the contents of this Prospectus that
occurs or is ascertained between the time of approval of this Prospectus and the
final completion of the Offering, i.e. until registration with the Danish Commerce
and Companies Agency has taken place, will be published as a supplement to
the Prospectus pursuant to applicable laws and regulations in Denmark.

Investors who have accepted to exercise Preemptive Rights and/or purchase
New Shares prior to publication of a supplement are entitled to withdraw their
acceptance during two business days after the publication of such supplement.

Bavarian Nordic A/S is responsible for the Prospectus under current Danish legis-
lation. Neither Nordea Markets nor SEB Enskilda nor any other person makes
any direct or indirect representation for the accuracy and completeness of this
Prospectus or the information or representations contained herein.

Prospective subscribers or purchasers of Preemptive Rights and/or the New
Shares should make an independent assessment as to whether the information
in this Prospectus is relevant, and any subscription or any purchase of Preemp-
tive Rights and/or the New Shares should be based on the examinations that
the prospective subscribers or purchasers may deem necessary.

This Prospectus may not be forwarded, reproduced or in any other way redistrib-
uted by anyone but the Joint Lead Managers and Bavarian Nordic. Investors may
not reproduce or distribute this Prospectus, in whole or in part, and investors may
not disclose any of the contents of this Prospectus or use any information herein
for any purpose other than for considering the purchase of Preemptive Rights and

the purchase of or subscription for the New Shares described in this Prospectus.
Investors agree to the foregoing by accepting delivery of this Prospectus.

Where the Offering will be made
The Offering comprises a public offering in Denmark and the United Kingdom
and private placements in certain other jurisdictions.

Consistent with the rules on cross-border offers of Directive 2003/71/EC of the
European Parliament and the European Council, the Company will request that
the Danish Financial Supervisory Authority provides the competent authorities
for approving prospectuses in the United Kingdom with a certificate of approval
regarding the Prospectus. Such certificate of approval, accompanied by the Pro-
spectus and a translation thereof, will be filed with the competent authorities
for approving prospectuses in the United Kingdom after which the Prospectus
will be valid for public offerings in that jurisdiction.

Restrictions applicable to the Offering

General restrictions

The Offering will be implemented under Danish law, and neither the Company
nor the joint Lead Managers have taken any action or will take any action in any
jurisdictions, with the exception of Denmark and the United Kingdom, which
may result in a public offering of the Preemptive Rights and/or the New Shares.

The distribution of the Prospectus and the Offering as well as the marketing of
Preemptive Rights or Shares may be restricted by law and/or be comprised by
other restrictions in certain jurisdictions, and this Prospectus may not be used for,
or in connection with, any offer or solicitation to any person in any jurisdiction in
which such offer or solicitation is not authorised or to any persons to whom it is
unlawful to make such offer or solicitation. This Prospectus does not constitute
an offer of or an invitation to purchase any Preemptive Rights or purchase or
subscribe for New Shares in any jurisdiction in which such offer or invitation
would be unlawful. Bavarian Nordic A/S and the Joint Lead Managers require per-
sons into whose possession this Prospectus comes to inform themselves of and
observe such restrictions, including any tax and currency restrictions that may be
relevant in connection with the Offering. Each investor is advised to investigate
through such investor’s own advisers the tax consequences of an investment in
New Shares. Neither Bavarian Nordic A/S nor the Joint Lead Managers accepts
any legal liability for any violation of these restrictions by any person, irrespec-
tive of whether such person is an Existing Shareholder or a potential purchaser of
Preemptive Rights and/or subscriber of the New Shares.

The Preemptive Rights and the New Shares are subject to transfer and reselling
restrictions in certain jurisdictions. By purchasing or subscribing for the Preemp-
tive Rights or the New Shares, purchasers of or subscribers for Preemptive
Rights or New Shares will be deemed to have confirmed that Bavarian Nordic
A/S and the Joint Lead Managers and their respective affiliates and other
persons may rely on the accuracy of the representations, acknowledgements,
guarantees and agreements contained herein.

Each prospective purchaser of or subscriber for Preemptive Rights and/or New
Shares must comply with all applicable laws and requlations in force in any
jurisdiction in which it purchases, subscribes, offers or sells Preemptive Rights
and/or New Shares or possesses or distributes this Prospectus and must obtain
any consent, approval or permission required by it for acquiring Preemptive
Rights or New Shares.

This Prospectus may not be distributed in or otherwise be made available,

the New Shares may not be offered or sold, directly or indirectly, and the
Preemptive Rights may not be exercised or otherwise offered or sold, directly or
indirectly, in the United States, Canada, Australia or Japan, unless such distribu-
tion, offering, sale or exercise is permitted under applicable laws in the relevant
jurisdiction, and Bavarian Nordic A/S and the Joint Lead Managers must receive
satisfactory documentation to that effect. This Prospectus may not be distrib-
uted or otherwise made available, the New Shares may not be offered or sold,
directly or indirectly, and the Preemptive Rights may not be exercised or other-
wise offered or sold, directly or indirectly, in any jurisdiction outside Denmark
and the United Kingdom, unless such distribution, offering, sale or exercise is
permitted under applicable laws in the relevant jurisdiction, and Bavarian Nordic
A/S and the Joint Lead Managers may require receipt of satisfactory documen-
tation to that effect. Due to such restrictions under applicable laws, Bavarian
Nordic A/S expects that some or all investors residing in the United States,



Canada, Australia, Japan and other jurisdictions outside Denmark and the United
Kingdom may not have the Prospectus distributed to them and may not be able
to exercise the Preemptive Rights and subscribe for the New Shares. Bavarian
Nordic A/S makes no offer or solicitation to any person under any circumstances
that may be unlawful.

Notice to US residents

The Preemptive Rights and the New Shares have not been approved, disap-
proved or recommended by the US Securities and Exchange Commission, any
state securities commission in the United States or any other US regulatory
authority, nor have any of such regulatory authorities passed upon or endorsed
the merits of the Offering or the accuracy or adequacy of this Prospectus. Any
representation to the contrary is a criminal offence in the United States.

The Preemptive Rights and the New Shares have not been and will not be
registered under the United States Securities Act of 1933, as amended (the “US
Securities Act”), or any state securities laws in the Unites States. Any offer and sale
of the Preemptive Rights or the New Shares in the United States will be made only
to qualified institutional buyers pursuant to an exemption from the registration
requirements of the US Securities Act, and outside the United States will be made
in accordance with Regulation S under the US Securities Act (“Regulation S”).

The Offering concerns securities in a Danish company. The Offering is subject
to Danish disclosure requirements deviating from the disclosure requirements
under US law. The financial statements contained in this document have been
prepared in accordance with the International Financial Reporting Standards
(IFRS), as adopted by the EU, which may not be comparable with the financial
statements of US companies.

It may be difficult to enforce investors’ rights and claims under US federal se-
curities laws because Bavarian Nordic A/S is domiciled in Denmark and some
or all executive officers and board members of Bavarian Nordic A/S may be
residents of Denmark. It may not be possible to file a lawsuit against a non-US
company or its executive officers or board of directors with a court outside the
US concerning breach of the US securities laws. It may be difficult to enforce
judgments obtained in US courts against a non-US company and its affiliates.

Available information

The Company is not required to file periodic reports under Section 13 or
Section 15(d) of the US Securities Exchange Act of 1934, as amended (the “Ex-
change Act”). For so long as the Preemptive Rights or New Shares are “restrict-
ed securities” within the meaning of Rule 144(a)(3) under the Securities Act,
the Company will, during any period in which it is neither subject to Section
13 or 15(d) of the Exchange Act nor exempt from reporting pursuant to Rule
12g3-2(b) under the Exchange Act, provide, upon written request, to holders
of Preemptive Rights or New Shares, any owner of any beneficial interest in
Preemptive Rights or New Shares or to any prospective purchaser designated
as such by such a holder or owner, the information required to be delivered
pursuant to Rule 144A(d)(4) under the Securities Act.

Notice to New Hampshire Residents

NEITHER THE FACT THAT A REGISTRATION STATEMENT OR AN APPLICATION FOR

A LICENCE HAS BEEN FILED UNDER CHAPTER 421-B OF THE NEW HAMPSHIRE
REVISED STATUTES (“RSA 421-B”) WITH THE STATE OF NEW HAMPSHIRE NOR THE
FACT THAT A SECURITY IS EFFECTIVELY REGISTERED OR A PERSON IS LICENCED IN
THE STATE OF NEW HAMPSHIRE CONSTITUTES A FINDING BY THE SECRETARY OF
STATE OF THE STATE OF NEW HAMPSHIRE THAT ANY DOCUMENT FILED UNDER RSA
421-B IS TRUE, COMPLETE AND NOT MISLEADING. NEITHER ANY SUCH FACT NOR
THE FACT THAT AN EXEMPTION OR EXCEPTION IS AVAILABLE FOR A SECURITY OR
A TRANSACTION MEANS THAT THE SECRETARY OF STATE OF THE STATE OF NEW
HAMPSHIRE HAS PASSED IN ANY WAY UPON THE MERITS OR QUALIFICATIONS OF,
OR RECOMMENDED OR GIVEN APPROVAL TO, ANY PERSON, SECURITY OR TRANS-
ACTION. IT IS UNLAWFUL TO MAKE OR CAUSE TO BE MADE TO ANY PROSPECTIVE
PURCHASER, CUSTOMER OR CLIENT ANY REPRESENTATION INCONSISTENT WITH
THE PROVISIONS OF THIS PARAGRAPH.

Notice regarding the European Economic Area

In relation to each member state of the European Economic Area which has
implemented the Prospectus Directive (each a “Relevant Member State”), no
offering of Preemptive Rights or New Shares to the public will be made in any
Relevant Member State prior to the publication of a prospectus concerning the
Preemptive Rights and the New Shares, which has been approved by the com-
petent authority in such Relevant Member State or, where relevant, approved in
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another Relevant Member State and notified to the competent authority in such
Relevant Member State, all pursuant to the Prospectus Directive, except that
with effect from and including the date of implementation of the Prospectus
Directive in such Relevant Member State, an offering of Preemptive Rights and
New Shares may be made to the public at any time in such Relevant Member
State under the following exemptions under the Prospectus Directive:

(a) to legal entities that are authorised or regulated to operate in the financial
markets or, if not so authorised or regulated, whose corporate purpose is
solely to invest in securities;

(b) to any legal entity fulfilling at least two of the following criteria: (i) an average
of at least 250 employees during the last financial year; (ii) a total balance
sheet of more than EUR 43,000,000; and (iii) an annual net revenue of more
than EUR 50,000,000, as shown in its last annual or consolidated accounts;

(c) to less than 100 individuals or legal persons (except for “qualified investors”
as defined in the Prospectus Directive) subject to the prior written consent of
Bavarian Nordic A/S and the Joint Lead Managers; or

(d) in any other circumstances which do not require the publication by Bavarian
Nordic A/S of a prospectus under Article 3 of the Prospectus Directive.

For the purposes of the above, the expression an “offer of Preemptive Rights
and New Shares to the public” in relation to any Preemptive Rights and New
Shares in any Relevant Member State means the communication in any form
and by any means of sufficient information on the terms of the Offering, the
Preemptive Rights and the New Shares so as to enable an investor to decide to
purchase the Preemptive Rights or purchase or subscribe for the New Shares,

as the same may be varied in that Relevant Member State by any measure
implementing the Prospectus Directive in that Relevant Member State. The term
“Prospectus Directive” means Directive 2003/71/EC and includes all relevant
implementation procedures in each Relevant Member State.

Notice to residents of Canada, Australia, Japan and other jurisdictions
outside Denmark and the United Kingdom

The Preemptive Rights and the New Shares have not been approved, disap-
proved or recommended by any foreign regulatory authorities, nor have any
of such authorities passed upon or endorsed the merits of the Offering or the
accuracy or adequacy of this Prospectus.

Due to restrictions under applicable laws and regulations, Bavarian Nordic A/S
expects that certain or all investors residing in Canada, Australia, Japan and
other jurisdictions outside Denmark and the United Kingdom may not be able to
exercise their Preemptive Rights and/or subscribe for the New Shares.

Enforceability of judgments

Bavarian Nordic A/S is a public limited liability company incorporated in Den-
mark. Most of the members of Management are residents of Denmark, and

all or a substantial share of Bavarian Nordic A/S’ and such persons’ assets are
located in Denmark. As a result, it may not be possible for investors to effect
service of process outside Denmark upon Bavarian Nordic A/S or such persons or
to enforce against them judgments obtained in courts outside Denmark based
upon applicable laws in jurisdictions outside Denmark.

Forward-looking statements

Certain statements in this Prospectus may contain forward-looking statements.
Such statements concern Management’s expectations, beliefs, intentions or
strategies relating to the future as at the Prospectus Date. The statements can
be identified by the use of terminology such as “expect”, “assess”, “estimate”,
“anticipate”, “intend”, “may”, “plan”, “predict”, “will”, “should”, “seek” or similar
expressions. The forward-looking statements reflect Management’s current views
and assumptions with respect to future events and hence involve substantial risks
and uncertainties. Actual and future results and performance may differ materially
from those contained in such statements. Except for any prospectus supplements
that Bavarian Nordic A/S may be required to publish under Danish law, Bavarian
Nordic A/S does not intend to and does not assume any obligation to update the

forward-looking statements in this Prospectus subsequent to the Prospectus Date.

Presentation of figures

Figures and percentages in this Prospectus have generally been rounded. Ac-
cordingly, the figures presented in the Prospectus may differ from the figures
presented in the annual reports and interim reports of Bavarian Nordic.
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RESPONSIBILITY STATEMENT

Responsibility statements by the Company’s auditors and Joint
Lead Managers are only included in the Danish-language version
of the Prospectus.

The Company’s statement

We hereby declare that we have taken all reasonable care to
ensure that, to the best of our knowledge and belief, the informa-
tion contained in this Prospectus is in accordance with the facts
and contains no omissions likely to affect the import thereof.

Kvistgaard, 8 January 2010

Bavarian Nordic A/S

Board of Directors

Asger Aamund, Claus Braestrup Erling Johansen Gerard van 0dijk
Chairman

Asger Aamund is President & CEO of A.J. Aamund A/S

Claus Braestrup is former President & CEO of H. Lundbeck A/S

Erling Johansen is former President & CEO of BASF Health and Nutrition A/S
Gerard van 0dijk is President & CEO of Teva Pharmaceuticals Europe B.V.
Flemming Pedersen is President & CEO of NeuroSearch A/S

Corporate Management

Anders Hedegaard
President & CEO

Flemming Pedersen



SUMMARY

This summary should be considered as an introduction to this
Prospectus. Any decision to invest in the securities should be
made on the basis of the information contained in this Prospectus
as a whole. The individuals or legal entities that have prepared
the summary or any translation thereof, and that have requested
approval thereof, may be subject to civil liability, but only if it is
misleading, incorrect or inconsistent when read in conjunction with
the other parts of the Prospectus. Where a claim relating to the
information contained in this Prospectus is brought before a court,
the plaintiff investor might have to bear the costs of translating
the Prospectus before such legal proceedings are initiated.

Overview

Bavarian Nordic is an industrial biotechnology company develop-
ing and producing novel vaccines for the treatment and preven-
tion of life-threatening diseases with a significant unmet medical
need. The Group’s business strategy is focused in three areas:
biodefence, cancer and infectious diseases, and includes seven
development programmes. Two programmes are ready for Phase
II: IMVAMUNE?®, a third-generation smallpox vaccine is being de-
veloped under a contract with the US authorities, and PROSTVAC",
a therapeutic vaccine for advanced prostate cancer is being devel-
oped under a collaboration agreement with the National Cancer
Institute, USA (NCI).

Bavarian Nordic’s patented technology, MVA-BN®, is, as dem-
onstrated in clinical studies, one of the most safe, multivalent
vaccine vectors for the development of vaccines against various
infectious diseases such as smallpox, HIV, as well as against
breast and prostate cancer.

Bavarian Nordic has two high-technology production facilities.
One of the facilities, located in Kvistgaard in Denmark, is designed
for the commercial production of IMVAMUNE® and MVA-BN® re-
combinant vaccines. Located in Berlin, Germany, the other facility
is designed for the production of recombinant vaccines for clinical
research. Bavarian Nordic also has a filling and packing contract
with IDT Biologika in Dessau, Germany.

With operations in Denmark, Germany, the USA, and Singapore,
Bavarian Nordic employs over 365 people.

Strategy

It is the goal of Bavarian Nordic to be a leading developer and
supplier of innovative vaccines for the treatment and preven-
tion of life-threatening diseases within biodefence and cancer. In
addition, the Group seeks to create shareholder value by striving
for sustained profitable operations, by focusing its development
activities and by optimising the resources applied.

Biodefence

Strategy: Full value chain

This is the Group’s principal commercial business area. The strat-
egy for this area focuses on controlling the entire value chain, all
the way from research to production and sale of vaccines. One

Bavarian Nordic | Rights issue 2010 7

goal is to complete the clinical development of IMVAMUNE® until
final FDA approval. The vaccine is currently being commercialised
to government agencies around the world and Bavarian Nordic
has entered into a number of delivery contracts, including the US
endorsement programme through the RFP-3 contract award for
IMVAMUNE®.

It is the Group’s intention to build a biodefence portfolio of
projects that can complement IMVAMUNE® and ensure the Group
a sustained and growing business. Initially, the Group seeks to de-
velop a combined smallpox and anthrax vaccine. Such a vaccine is
expected to offer a number of attractive synergies for customers.
A combined smallpox and anthrax vaccine would simultaneously
address two of the world’s greatest bioterrorism threats.

It is furthermore the strategy of Bavarian Nordic to initiate low
cost pre-clinical development of other potential vaccine targets
(e.g. Plague, Ebola and Marburg’s disease) until the projects are
mature for government funding.

Cancer

Strategy: Innovation and partnerships

The cancer vaccine business has become an important strategic
area for Bavarian Nordic. One important goal is to prepare the
Phase IlI clinical trial for PROSTVAC", which includes the upgrade
of the Group’s facilities in Berlin where PROSTVAC™ will be manu-
factured. The Group will seek partnerships for PROSTVAC™ with
one or more pharmaceutical companies in order to contribute to
the comprehensive Phase IIl studies and through product registra-
tion and commercialisation.

Infectious diseases

Strategy: Maximise value

The Group has two projects in infectious diseases, both of

which are at an early development stage: HIV multiantigen and
measles/RSV. The strategy for this business area is to establish
partnerships in the early development stage. Bavarian Nordic
does not plan to initiate any cost-intensive Phase Il studies for its
infectious disease projects without external funding.

Short-term goals
In order to succeed with the overall strategy, Bavarian Nordic also
has a number of short-term goals to be met, namely:

- Initiation of the delivery of IMVAMUNE® to the US authorities

- Secure further IMVAMUNE® contracts

« Preparations for the Phase IIl studies with PROSTVAC™

- Continue discussions with potential PROSTVAC" licensing part-
ners

Reasons for the Offering and use of proceeds

The proceeds from the Offering will be used to fulfil the Group
strategy within biodefence and cancer, by maintaining momen-
tum in the production of IMVAMUNE®, gaining strategic flexibility
in the clinical development of PROSTVAC™ as well as for new
initiatives within the two business areas.
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Following the Offering, the Group will seek to consolidate its
operating activities within the biodefence business area as well
as expand the cancer activities. Further, the Group seeks to ensure
that it has an appropriate capital base in order to strengthen its
future operational flexibility. Accordingly, the Group expects to be
able to maintain momentum in the development, production and
delivery of IMVAMUNE® and continue the Phase Ill preparations of
PROSTVAC™".

With net proceeds from the Offering of DKK 299.0 million (the
Net Maximum Proceeds) combined with expected payments
from RFP contracts and expected payments from deliveries of
IMVAMUNE® to the US authorities, the obtaining of a credit facility
in the amount of DKK 150 to 200 million and the Group’s current
cash preparedness, Management expects that the cash prepared-
ness will be sufficient to support the planned future operations,
including preparations for Phase Ill for PROSTVAC™. In this case the
Group’s cash preparedness will be sufficient to cover its capital re-
quirements until the end of 2012, where upon the Group expects
its cash preparedness to cover the operational needs for an order
producing company.

In case the gross proceeds from the Offering are DKK 0 million
combined with expected payments from RFP contracts and ex-
pected payments from deliveries of IMVAMUNE® to the US author-
ities, the obtaining of a credit facility in the amount of DKK 150 to
200 million and the Group’s current cash preparedness, Bavarian
Nordic will be in a situation where the Group’s cash preparedness
will not be sufficient to support the planned future operations
and thus the Group would not initiate new projects and would
cancel existing research and development programmes and, if
required, delay the upscaling of production as well as would rely
on additional financing in first quarter of 2010 in order to continue
operations. In case sufficient additional financing is not obtained,
Bavarian Nordic will, among other things, be in breach of its fund-
ing agreement with Nordea Bank Danmark A/S pursuant to which
Bavarian Nordic has undertaken to maintain a cash preparedness
of @ minimum of DKK 150 million.

In case the gross proceeds from the Offering are DKK 0 million
and Bavarian Nordic only receives the delivery allowance from
the US authorities to deliver IMVAMUNE® in late 2010 instead of in
the first half of 2010, the Group must align its strategy including
an action plan containing both delay or closing of clinical projects,
delay of the preparations for Phase IIl for PROSTVAC", downscal-
ing of production, restructuring of commercial and administrative
activities and establish an alternative financing structure in order
to secure continued operations. In case sufficient additional fi-
nancing is not obtained, Bavarian Nordic will, among other things,
be in breach of its funding agreement with Nordea Bank Danmark
A/S pursuant to which Bavarian Nordic has undertaken to main-
tain a cash preparedness of a minimum of DKK 150 million.

In case the Offering is fully subscribed, but Bavarian Nordic only
receives the delivery allowance from the US authorities to deliver
IMVAMUNE® in late 2010 instead of in the first half 2010, or if the
Group is not able to obtain a credit facility for financing working

capital going forward, once delivery allowance regarding the RFP-3
contract has been obtained from the US authorities, the Group
must align its strategy including action plans and rely on additional
financing by the end of first half of 2010. In case sufficient addi-
tional financing is not obtained, Bavarian Nordic may, among other
things, be in breach of its funding agreement with Nordea Bank
Danmark A/S pursuant to which Bavarian Nordic has undertaken to
maintain a cash preparedness of a minimum of DKK 150 million.

For further information on the Offering, see “The Offering”.

Prospective financial information for 2009 and 2010

For 2009, Management expects revenue at the level of DKK 75
million, and a pre-tax loss at the level of DKK 325 million. The

net free liquidity at year-end is expected to be around DKK 175
million.

For 2010, Management expects to deliver and invoice 4-5 mil-

lion doses of IMVAMUNE®. The remaining doses of the 20 million
are expected to be evenly delivered in 2011 and 2012. The RFP-3
deliveries and revenue from already entered contracts, including
the ongoing RFP-2 contract and the RFP contract for freeze-dried
IMVAMUNE?®, are expected to generate total revenues in 2010 at the
level of DKK 475 million. Potential IMVAMUNE® contracts with other
countries are not included in the forecast. Increased costs, including
costs for the continued Phase Il preparations for PROSTVAC™ and
the continued increase in the production activities for IMVAMUNE®,
will affect the 2010 result, which is expected to be a loss before

tax in the level of DKK 250 million. A number of investments are
required in 2010. These are primarily related to scale-up of the
production of IMVAMUNE® at the Kvistgaard facility, preparations for
the production of PROSTVAC™ at the Berlin facility, continued devel-
opment of IMVAMUNE® and general maintenance. These invest-
ments are expected to amount to approximately DKK 90 million, of
which one third relates to clinical development of IMVAMUNE®.

Based upon the assumptions for the budget for 2010, including
among others that the Offering is fully subscribed, that the de-
livery allowance for IMVAMUNE® to US authorities is obtained no
later than first half of 2010 and that a credit facility in the amount
of DKK 150 to 200 million to finance working capital is obtained,
Management expects cash preparedness in the range of DKK 225
to 275 million by the end of 2010.

Provided that the Offering is completed with the Maximum Pro-
ceeds, and that the RFP-3 contract and marketing of IMVAMUNE®
will be fulfilled according to plan, Bavarian Nordic expects to have
sufficient funds for its operations until the end of 2012, where
upon the Company expects its cash preparedness to cover the
operational needs for an order-producing company.

Risk factors

Any investment in shares involves an element of risk. Bavarian
Nordic’s risk profile reflects the risks related to the Group’s pipe-
line, day-to-day operations, including the formation and fulfilment
of customer contracts, and the goal of continuing expansion.



Prospective investors are advised to carefully examine all the
relevant risks and legal matters, including any tax consequences
and possible exchange control regulations that might be relevant in
subscribing for Shares of the Company. Investors should be aware
that an investment in the New Shares and in Preemptive Rights
involves a high degree of risk and should carefully consider the fac-
tors set out in “Risk factors” in this Prospectus.

The section “Risk factors” outlines a number of risk factors which
may influence Bavarian Nordic’s pipeline, future performance and
growth, activities, results of operations, cash flows and financial
position. The risk factors should not be taken as an exhaustive
description of all risks faced by the Group, but as an expression of
the risk factors which Management believes are particularly ma-
terial and relevant for the Group. Specifically, there is a risk that
the Group will not meet the requirements for use of IMVAMUNE®
following a declared emergency (EUA) under the RFP-3 contract
with the US authorities; that the Group will not be able to gener-
ate adequate liquidity; that the Group fails to meet the forecasts
for 2009 and 2010; that the Group’s production facilities will not
be able to supply the required number of smallpox vaccines; that
the Group’s production facilities will not meet the requirements
imposed; that the Group will not be able to protect its patents and
intellectual property rights; that the Group’s technologies become
obsolete or otherwise lose their competitiveness; that the Group’s
collaborative agreements are not maintained or observed; that
the Group’s clinical development trials do not demonstrate the
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expected results; that the Group becomes dependent on one or
a few suppliers; that the Group continues to remain dependent
on one or a few customers; that the Group is met with signifi-
cant claims for damages; that the Group is not able to attract
and retain qualified employees; that the Group’s operations are
influenced by exchange rate fluctuations; that the Group’s com-
petitors develop new products that impair the Group’s competi-
tive position; and that the value of the Shares will be affected by
fluctuations in the equity market. However, additional risks and
uncertainties not presently known to the Group or that the Group
currently deems immaterial may also impair its business opera-
tions and development.

This Prospectus also contains forward-looking statements that
involve risks and uncertainties. The Group’s actual results could
differ materially from those anticipated in these forward-looking
statements as a result of certain factors, including but not limited
to the risks the Group faces as described in “Risk factors”.

If any or several of the risk factors described below materialise,
it may have a material adverse impact on the Group’s pipeline,
performance and growth, activities, results of operations,

cash flows and financial position. This may cause a fall in the
price of the Shares, including the Preemptive Rights and the
New Shares, and the shareholders may lose all or part of their
investment.
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Summary of the Offering
Issuer:

The Offering:

offer Price:

Proceeds:

Subscription ratio and allocation
of Preemptive Rights:

Trading in Preemptive Rights:

Subscription Period:

Subscription method:

Delivery:

Bavarian Nordic A/S, Hejreskovvej 10A, DK-3490 Kvistgaard, Denmark.
The Company’s ISIN code is DK0015998017 (BAVA).
The Company’s company reg. (CVR) no. is 16 27 11 87.

The Offering comprises 3,975,872 New Shares of DKK 10 nominal value each, which are offered
with preemptive rights to Existing Shareholders.

All the New Shares are offered at DKK 80 per Share of DKK 10 nominal value.
The gross proceeds from the Offering will be up to DKK 318.1 million (the Maximum Offering).

The net proceeds from the Maximum Offering (gross proceeds from the Maximum Offering after
deduction of estimated expenses to the Company relating to the Offering) are expected to be
DKK 299.0 million.

The New Shares are offered with Preemptive Rights to the Existing Shareholders of Bavarian
Nordic A/S at the ratio of 1:2.

On 15 January 2010 at 12.30 p.m. CET, any person registered with VP Securities as a shareholder
of Bavarian Nordic A/S will be allocated one (1) Preemptive Right for each Existing Share held.

As from 13 January 2010 at 09.00 CET, the Shares will be traded ex Preemptive Rights, assuming
that such Shares are traded with customary three-day settlement.

The Preemptive Rights will be traded on NASDAQ OMX in the period from 13 January 2010 at 9.00
a.m. CET to 26 January 2010 at 5.00 p.m. CET, inclusive.

Holders wishing to sell their Preemptive Rights should instruct their custodian bank or other
financial intermediary accordingly.

The Subscription Period for the New Shares commences on 16 January 2010 at 9.00 a.m. CET and
closes on 29 January at 5.00 p.m. CET. During this period, the New Shares will thus be allocated
temporarily through VP Securities upon exercise of Preemptive Rights against payment of the
Offer Price.

The Preemptive Rights are negotiable instruments which are traded on NASDAQ OMX. Holders

of Preemptive Rights who wish to subscribe for New Shares will be required to do so through
their own custodian institution in accordance with the rules of such institution. For holders of

the Preemptive Rights, the deadline for notification of exercise depends on the agreement with
and the rules and procedures of the relevant custodian institution or other financial intermediary,
and the deadline may be earlier than the last day of the Subscription Period. When a holder has
exercised its Preemptive Rights, such exercise cannot be withdrawn or changed.

Upon exercise of the Preemptive Rights and payment of the Offer price in the course of the
Subscription Period, the New Shares will, at the end of a trading day, be allocated temporarily
through VP Securities under the temporary ISIN code.

The Preemptive Rights and the New Shares will be delivered in book-entry form through alloca-
tion to accounts with VP Securities. The New Shares have been accepted for clearance through
Euroclear Bank S.A./N.V. as operator of the Euroclear System (“Euroclear”) and Clearstream Bank-
ing S.A. (“Clearstream”).



Payment:

Unexercised Preemptive Rights:

Joint Lead Managers

Advance subscription:

Termination of the Rights Issue
Agreement and withdrawal of
the Offering

ISIN codes:

Voting rights:
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Upon exercise of the Preemptive Rights, the holder must pay DKK 80 per New Share subscribed.
Payment for the New Shares shall be made in Danish kroner on the subscription date and shall
be made not later than on 29 January 2010 at 5.00 p.m. CET for subscription on the last day of
the Subscription Period - against registration of the New Shares in the holder’s account with VP
Securities under the temporary ISIN code.

Any Preemptive Rights which have not been exercised during the Subscription Period will lapse
with no value, and the holder of such Preemptive Rights will not be entitled to compensation.
The Subscription Period closes on 29 January 2010 at 5.00 p.m. CET.

Nordea Markets and SEB Enskilda are Joint Lead Managers.

A.). Aamund A/S is entitled to 1,334,099 Preemptive Rights to subscribe for 667,049 New Shares.
A.J. Aamund A/S has agreed with the Joint Lead Managers to participate in the Offering on a
cash-neutral basis (after transaction costs) by subscribing for the maximum number of New
Shares that it can finance solely through the sale of Preemptive Rights. The proceeds from

any Preemptive Rights sold by A.J. Aamund A/S will be used to subscribe for New Shares. The
Preemptive Rights will be sold during the trading period for Preemptive Rights by the Joint Lead
Managers on behalf of AJ. Aamund A/S, in open market transactions, private placements, block
trades or otherwise.

The completion of the Offering is subject to no events occurring no later than 12 January 2010,
the last business day before trading in the Preemptive Rights commences, which in the opinion
of Bavarian Nordic A/S or the Joint Lead Managers would make it inadvisable to proceed with
the Offering.

Furthermore, in the period until registration of the capital increase with the Danish Commerce
and Companies Agency, the Joint Lead Managers are each entitled, in certain exceptional and
unpredictable circumstances (including force majeure) to terminate the Rights Issue Agreement,
and in such case, Bavarian Nordic A/S shall withdraw the Offering. The Rights Issue Agreement
also contains conditions for the completion of the Offering which Management believes are
usual in such offerings, including that the completion of the Offering is subject to compliance
with all conditions of the Rights Issue Agreement. If one or more conditions for completion of
the Offering are not met, the Joint Lead Managers may, at their discretion, terminate the Rights
Issue Agreement and thereby require that the Company withdraw the Offering.

Any withdrawal will be notified immediately to NASDAQ OMX and announced as soon as pos-
sible in the same Danish daily newspapers in which the Offering was advertised.

If the Offering is not completed, any exercise of Preemptive Rights that has already taken place
will automatically be cancelled, the subscription price for the New Shares will be refunded (less
any brokerage fees), all Preemptive Rights will be null and void, New Shares will not be issued,
whereby investors who have acquired Preemptive Rights (in off-market transactions) may incur
a loss. However, trades of Preemptive Rights executed during the trading period for the Preemp-
tive Rights will not be affected. As a result, investors who acquired Preemptive Rights will incur
a loss corresponding to the purchase price of the Preemptive Rights and any brokerage fees.

Existing Shares DK0015998017 (BAVA).
New Shares (temporary code) DK0060205185.
Preemptive Rights DK0060205268.

Each New Share of DKK 10 carries one (1) vote.
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Rights, including rights to dividends:

Issuing agent:

Governing law and jurisdiction:

Selling and transfer restrictions:

How to order this Prospectus:

No shares in the Company carry any special rights, and the New Shares will have the same
preemptive rights on future capital increases as the Existing Shares and will rank pari passu in all
respects with the existing share capital when the New Shares have been fully paid up and reg-
istered. The New Shares will be fully eligible for all dividends and other rights in the Company
from the date of registration of the capital increase with the Danish Commerce and Companies
Agency. The New Shares are eligible for any dividends payable in respect of the financial year
ended 31 December 2009 and all dividends declared and paid thereafter. However, the Company
does not expect to declare any dividend in respect of the 2009 financial year.

Bavarian Nordic A/S" issuing agent is Nordea Bank Danmark A/S, Issuer Services/HH 7371, P. 0.
Box 850, DK-0900 Copenhagen C, Denmark

The Offering is subject to Danish law. This Prospectus has been prepared in compliance with
the standards and requirements of Danish law, including the rules issued by NASDAQ OMX. Any
dispute which may arise as a result of the Offering, shall be brought before the Danish courts of
law.

The Preemptive Rights and the New Shares are subject to certain selling and transfer restric-
tions. See Il, “Terms and conditions of the Offering - Jurisdictions in which the Offering will be
made and restrictions applicable to the Offering”.

Requests for copies of this Prospectus may be addressed to:

Nordea Bank Danmark A/S,
Securities Operations/HH 7324
P. 0. Box 850

DK-0900 Copenhagen C
Denmark

Tel: +45 33 33 50 92
Fax: +45 33 33 31 82
E-mail: prospekt.ca@nordea.com

SEB Enskilda,
Copenhagen Branch
Silkegade 8

DK-1113 Copenhagen K
Denmark

Tel: +45 36 97 74 00
Fax: +45 36 97 7410
E-mail: prospekt@enskilda.dk

This Prospectus can also, with certain exceptions, including prohibition on access by persons
located in the US, be downloaded from the Company’s website:
www.bavarian-nordic.com
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Expected timetable of principal events

Last day of trading in Existing Shares including Preemptive Rights: 12 January 2010.

First day of trading in Existing Shares excluding Preemptive Rights: 13 January 2010.

Trading period for Preemptive Rights commences: 13 January 2010.

Allocation time of Preemptive Rights: 15 January 2010 at 12.30 p.m. CET.

Subscription Period for New Shares commences: 16 January 2010.

Trading period for the Preemptive Rights closes: 26 January 2010 at 5.00 p.m. CET.

Subscription Period for New Shares closes: 29 January 2010 at 5.00 p.m. CET.

Announcement of the results of the Offering: Not later than two Business Days after the end of the Sub-

scription Period (expected to be on 2 February 2010)

Completion of the Offering: The Offering will only be completed when and if the New

Shares subscribed are issued by Bavarian Nordic A/S after
registration of the capital increase with the Danish Com-

merce and Companies Agency, which is expected to take
place on 2 February 2010.

Admission of the New Shares to trading and official listing
under the ISIN code of the Existing Shares: 4 February 2010.
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RISK FACTORS

Any investment in shares involves an element of risk. Bavarian
Nordic’s risk profile reflects the risks related to the Group’s
pipeline, day-to-day operations, including the formation and
fulfilment of customer contracts, and the goal of continuing
expansion.

The following section outlines a number of risk factors which may
influence the Group’s pipeline, future performance and growth,
activities, results of operations, cash flows and financial position.
The risk factors should not be taken as an exhaustive description
of all risks faced by the Group, but as an expression of the risk
factors which Management believes are particularly material and
relevant for the Group. However, additional risks and uncertainties
not presently known to the Group or that the Group currently
deems immaterial may also impair its business operations and
development.

This Prospectus also contains forward-looking statements that
involve risks and uncertainties. The Group’s actual results could
differ materially from those anticipated in these forward-looking
statements as a result of certain factors, including but not limited
to the risks the Group faces as described below and elsewhere in
this Prospectus.

The risk factors are not listed in any order of priority with regard
to significance, size or probability. It is not possible to quantify the
significance to the Group of each individual risk factor as each of
the risk factors mentioned below may materialise to a greater or
lesser degree and have unforeseen consequences. The description
of the risk factors is qualified in its entirety by the full text of this
Prospectus, and you should carefully consider the risk factors and
other information contained in this Prospectus prior to making any
investment decision with respect to Preemptive Rights and/or the
New Shares.

If any or several of the risk factors described below materialise,
it may have a material adverse impact on the Group’s pipeline,
performance and growth, activities, results of operations, cash
flows and financial position. This may cause a fall in the price of
the Company’s Shares, including the Preemptive Rights and the
New Shares, and the shareholders may lose all or part of their
investment.

The FDA inspections of Bavarian Nordic’s and IDT Biologika’s pro-
duction sites have delayed the delivery allowance for IMVAMUNE®
and have thereby had a significant negative impact on the Com-
pany’s activities, results of operations, cash flows and financial
position.

Risks related to the business

The RFP-3 contract with the US authorities

There is a risk that the RFP-3 contract awarded to Bavarian
Nordic by the US authorities in June 2007 may be further
delayed or cancelled. If this occurs, the Group may not receive

any compensation of costs incurred and any such compensation
may not offset the costs incurred or make up for lost profits.

Processing of contracts with public authorities is often very time
consuming and may be subject to considerable uncertainty and
political challenges. The RFP-3 contract signed may at any time
be terminated by the US authorities. However, if the US authori-
ties terminate the contract, the Group may in certain cases, as
the RFP-3 contract is governed by Federal Acquisition Regula-
tion (FAR), seek to have all of its expenses covered and seek to
receive reasonable financial compensation for work performed.

There is a risk that the Group may not be able to meet the
requirements for use of IMVAMUNE® following a declared emer-
gency (Emergency Use Authorisation or EUA) and/or that the
EUA requirements and/or other requirements may not be met
at the expected time and that the subsequent delivery of 20
million doses of IMVAMUNE® may not be initiated.

In order to commence deliveries of the base contract for 20 mil-
lion doses of IMVAMUNE® to the US authorities under the RFP-3
contract, Bavarian Nordic must meet the requirements for use of
IMVAMUNE® following a declared emergency (EUA) as stipulated
by the US Food and Drug Administration (FDA).

When the RFP-3 contract was concluded with the US authorities in
June 2007, commencement of delivery and invoicing was subject
to additional clinical studies of IMVAMUNE® in order to meet

the requirements for use of IMVAMUNE® following a declared
emergency (EUA). Following a preliminary evaluation of data
from Bavarian Nordic, the FDA has not expressed any concerns in
respect of the animal, clinical or production data filed by Bavarian
Nordic with a view to supporting the use of IMVAMUNE® follow-
ing a declared emergency. Management believes that satisfactory
clinical data have been submitted to the US authorities in order
to meet the requirements for use of IMVAMUNE® following a de-
clared emergency (EUA). However, Management cannot rule out
that the US authorities will require that Bavarian Nordic conducts
additional clinical studies of IMVAMUNE® in order to meet the
requirements for use of IMVAMUNE® following a declared emer-
gency (EUA). Against Management’s expectations, this may result
in the RFP-3 contract being further delayed or cancelled.

The US authorities may not accept delivery of IMVAMUNE® doses
manufactured to date, whereby Bavarian Nordic would not be
able to commence delivery of 20 million doses of IMVAMUNE®
under the RFP-3 contract immediately after Bavarian Nordic

has fulfilled the requirements for using IMVAMUNE?® follow-

ing a declared emergency (EUA) as stipulated by the FDA and
whereby Bavarian Nordic would have to make an impairment
write-down of IMVAMUNE® inventories.

In order for Bavarian Nordic to be able to commence delivery

of IMVAMUNE® under the base contract for 20 million doses of
IMVAMUNE® to the US authorities immediately after Bavarian
Nordic has received the authorisation to ship the vaccine,
Bavarian Nordic has manufactured and stocked a number of doses



of IMVAMUNE® since 2008. If the US authorities do not accept de-
livery of all or parts of the doses of INVAMUNE® manufactured to
date, this could cause a delay in deliveries of IMVAMUNE® under
the RFP-3 contract and an impairment write-down of Bavarian
Nordic’s IMVAMUNE® inventories.

In May 2009, the FDA performed a Good Manufacturing Practice
(GMP) inspection at Bavarian Nordic and IDT Biologika GmbH (IDT
Biologika) (Bavarian Nordic’s contract filling partner). The inspection
resulted in a number of observations that require corrective actions.
Bavarian Nordic and IDT Biologika have responded to questions
arising from these observations and have taken the necessary cor-
rective actions. Management expects that these corrective actions
and the subsequent FDA review of the actions will be finalised dur-
ing the first half of 2010. Management believes that the inspections
have been successfully completed and that the corrective actions
required as a result of the inspections will be fully implemented
and approved by the US authorities no later than at the end of

first half 2010 and without the need for additional investments.
Following satisfactory implementation of the corrections after the
inspection, IMVAMUNE® deliveries can commence.

Negative results from additional clinical trials may result in
IMVAMUNE?® not being finally registered as a drug and there-
fore cannot be marketed. Furthermore, if IMVAMUNE® is not
registered as a drug, Bavarian Nordic will not be entitled to
receive the last part of the total contract payment under the
RFP-3 contract of USD 50 million, which is only payable when
a licence is granted. In addition a milestone payment of USD
25 million is only payable upon enrolment of 500 patients in a
Phase Il study in IMVAMUNE?®. In the event that INVVAMUNE?® is
not registered as a drug, a review will have to be made of the
Group’s capitalised development costs.

There is a risk that IMVAMUNE® may not be registered and that
Bavarian Nordic thereby does not become entitled to the final
USD 50 million of the total contract payment.

In the case of a default by Bavarian Nordic in the RFP-3 contract
with the US authorities Bavarian Nordic may be under an obli-
gation to repay milestone and advanced payments.

Bavarian Nordic has already received an advance payment of USD
50 million and three milestone payments of USD 25 million each.
The initial advance payment of USD 50 million is required to be
repaid if there is failure to perform by Bavarian Nordic under the
RFP-3 contract. Furthermore, the last outstanding milestone of
USD 25 million is fully recoverable in the event of default under
the RFP-3 contract.

There is a risk that the RFP-3 contract may be cancelled and/
or that possible costs may be imposed on Bavarian Nordic if
the Group does not fulfil its obligations in connection with the
contract.

In the event that Bavarian Nordic does not fulfill its obligations,
including delivery of 20 million doses of IMVAMUNE® towards the
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US authorities (HHS/BARDA) under the RFP-3 contract, the US au-
thorities will eventually be entitled to call for financial considera-
tions from Bavarian Nordic, cancellation of the RFP-3 contract or
demand possible structural changes in the contract.

Furthermore, HHS (BARDA) is entitled to terminate the contract at
its convenience in accordance with standard FAR against reim-
bursement of costs already incurred and as agreed and negoti-
ated by HHS (BARDA) and Bavarian Nordic. This is standard in US
authorities procurement contracts and the contract is in general
regulated by usual standard FAR provisions.

Cash preparedness

Bavarian Nordic’s cash preparedness is limited and the Group
may not be able to generate positive cash flows from operating
activities or attract new capital or additional debt financing that
may secure the Group’s ongoing operations after the time when
the present cash preparedness, including the net proceeds from
the Offering, will be depleted.

Bavarian Nordic aim for net proceeds from the Offering of DKK
299.0 million (the Net Maximum Proceeds).

The Offering is not underwritten, however A.J. Aamund A/S has
agreed with the Joint Lead Managers to participate in the Offering
on a cash-neutral basis (after transaction costs) by subscribing for
the maximum number of New Shares that it can finance solely
through the sale of Preemptive Rights.

In case the Offering is fully subscribed combined with expected
payments from RFP contracts and expected payments from
deliveries of IMVAMUNE® to the US authorities, the obtaining of

a credit facility in the amount of DKK 150 to 200 million and the
Group’s current cash preparedness, Management expects that the
cash preparedness will be sufficient to support the planned future
operations, including preparations for Phase Ill for PROSTVAC".

In case the gross proceeds from the Offering are DKK 0 million
combined with expected payments from RFP contracts and ex-
pected payments from deliveries of IMVAMUNE® to the US author-
ities, the obtaining of a credit facility in the amount of DKK 150 to
200 million and the Group’s current cash preparedness, Bavarian
Nordic will be in a situation where the Group’s cash preparedness
wil not be sufficient to support the planned future operations and
thus the Group would not initiate new projects and would cancel
existing research and development programmes and, if required,
delay the up-scaling of production as well as would rely on ad-
ditional financing in the first quarter of 2010 in order to continue
operations. In case sufficient additional financing is not obtained,
Bavarian Nordic will, among other things, be in breach of its fund-
ing agreement with Nordea Bank Danmark A/S pursuant to which
Bavarian Nordic has undertaken to maintain a cash preparedness
of @ minimum of DKK 150 million.

In case the gross proceeds from the Offering are DKK 0 million
and Bavarian Nordic only receives the delivery allowance from
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the US authorities to deliver IMVAMUNE® in late 2010 instead of
during the first half of 2010, the Group must align its strategy in-
cluding an action plan containing both delay or closing of clinical
projects, delay of the preparations for Phase Il for PROSTVAC",
downscaling of production, restructuring of commercial and
administrative activities and establish an alternative financing
structure in order to secure continued operations. In case suf-
ficient additional financing is not obtained, Bavarian Nordic will,
among other things, be in breach of its funding agreement with
Nordea Bank Danmark A/S pursuant to which Bavarian Nordic
has undertaken to maintain a cash preparedness of a minimum
of DKK 150 million.

In case the Offering is fully subscribed, but Bavarian Nordic only
receives the delivery allowance from the US authorities to deliver
IMVAMUNE® in late 2010 instead of during the first half 2010, or

if the Group is not able to obtain a credit facility for financing
working capital going forward, once delivery allowance regarding
the RFP-3 contract has been obtained from the US authorities, the
Group must align its strategy including action plans and rely on
additional financing by the end of first half of 2010. In case suf-
ficient additional financing is not obtained, Bavarian Nordic may,
among other things, be in breach of its funding agreement with
Nordea Bank Danmark A/S pursuant to which Bavarian Nordic has
undertaken to maintain a cash preparedness of a minimum of
DKK 150 million.

Forecasts for 2009 and 2010

Bavarian Nordic’s forecasts are based on a number of assump-
tions being met. If these assumptions are not met in full or in
part, the Group’s future results may deviate significantly from
the forecasts made.

For 2009, Management expects revenue at the level of DKK 75
million, and a pre-tax loss at the level of DKK 325 million. The

net free liquidity at year-end is expected to be around DKK 175
million.

For 2010, Management expects revenue of approximately DKK 475
million and a pre-tax loss of approximately DKK 250 million. The
revenue and loss expectations are made under the assumptions
that:

- The Offering is fully subscribed

+ The delivery allowance for IMVAMUNE® to the US authorities is
obtained no later than Q2 2010 enabling the Group to com-
mence delivery of the 20 million doses under the RFP-3 contract

+ The already produced doses of IMVAMUNE® will be accepted for
delivery to SNS

+ The Group will deliver 4-5 million doses of IMVAMUNE® in 2010
to SNS

- The RFP-2 contract and the RFP contract for freeze dried
IMVAMUNE® will meet the milestones set for 2010

- The upscaling of IMVAMUNE® production will follow the delivery
plan

+ The Group’s preclinical and clinical trials proceed as planned

+ The exchange rates (especially USD/DKK and EUR/DKK) do not
change significantly compared to the exchange rates ruling on
1 September 2009. For the Budget 2010 are used USD/DKK 5.20
and EUR/DKK 7.45.

+ The sub-contractors are able to live up to the assumptions
made by the Group

- The obtaining of a credit facility in the amount of DKK 150 to
200 million to finance working capital

Furthermore the costs for preparing PROSTVAC™ for Phase Ill are
included. No sales to markets outside the USA of INVAMUNE® are
included.

Based upon the above assumptions, Management expects cash
preparedness in the range of DKK 225 to 275 million by the end of
2010.

There is a risk that changes and/or postponement may occur

in agreements already signed by the Group for the supply of
smallpox vaccines, and/or that the Group will not initiate new
or may cancel existing research and development programmes
and that the Group will sign other agreements that could affect
the forecasts made.

Manufacturing

If the market for IMVAMUNE® should cease to exist, if the Group
fails to meet the requirements for using IMVAMUNE® following
a declared emergency (EUA) imposed by the US authorities in
relation to the RFP-3 contract, or if Bavarian Nordic is unable to
supply the products demanded by customers, it may have the
effect that the Group’s expected revenue cannot be generated
or is delayed, because it is uncertain whether the Group can
find alternative ways of using its production facilities to fully or
partly replace the lost earnings.

If the market for IMVAMUNE® should cease to exist, or be substan-
tially reduced, Management believes that the Group’s manufac-
turing facilities in Kvistgaard, Denmark, could be reconfigured to
produce vaccines against other diseases. Management believes
that the manufacturing facilities could be reconfigured to produce
other vector-based vaccines at a moderate additional investment
within a period of 9-15 months.

If the manufacturing facilities are to be reconfigured to produce a
vaccine that is not based on MVA-BN®, but which can be produced
using the same basic production technology as IMVAMUNE®

(the "wave bioreactor” technology), Management believes that
such a manufacturing reconfiguration would require a DKK 10-25
million investment. If another production technology than the
one currently applied is required, Management believes that it
would require a DKK 25-50 million investment, depending on the
vaccine to be produced. Management believes that the delivery
of vaccines could commence within a period of 1-3 years, as the
production processes in case of a shift in production site must

be approved by the requlatory authorities before deliveries can
commence.



There is a risk that the Group may not be able to supply the re-
quired number of vaccines in the required quality, at a competi-
tive price or within the agreed timeframe. There is also a risk
that the Group may not be able to supply IMVAMUNE® under the
RFP-3 contract to the US authorities within the agreed timeframe.

For Bavarian Nordic to be able to fulfil orders for the supply of
IMVAMUNE®, it is important to have sufficient production capacity
and to be able to achieve and maintain a satisfactory product
quality. There is a risk that the Group may not be able to keep

its production batches free of infection from Specific Pathogen
Free (SPF) eggs that may be infected, which may lead to a lower
output, delays and higher production costs.

In connection with the GMP inspection by FDA in May 2009, the
FDA noted a number of observations at IDT Biologika, requiring
corrective actions before the requirements for use of INVAMUNE®
following a declared emergency (EUA) are met.

The Group will not be able to commence delivery of the 20 mil-
lion doses of IMVAMUNE® to the US authorities under the RFP-3
contract until Bavarian Nordic meets the requirements for using
IMVAMUNE® following a declared emergency (EUA). It is beyond
Bavarian Nordic’s control as to when IDT Biologika has made the
necessary corrective actions required by the FDA. Management
believes that the inspections have been successfully completed
and that the corrective actions required as a result of the inspec-
tions will be fully implemented and approved by the US authori-
ties no later than at the end of first half 2010 and without the
need for additional investments. Following satisfactory imple-
mentation of the corrections after the inspection, IMVAMUNE®
deliveries can commence.

There is a risk that the Group may not be able to supply
PROSTVAC™ in the required quality, at a competitive price, or
within the estimated timeframe.

Bavarian Nordic is currently preparing the production of
PROSTVAC™ at the Group’s facilities in Berlin. Production is ex-
pected to be initiated and verified by the end of 2010. There is a
risk that production can not commence in Berlin using the existing
manufacturing facilities and technologies within the estimated
timeframe. Such a situation may delay and increase the costs of
manufacturing PROSTVAC™ and delay the initiation of Phase IIl.

Requirements for production facilities
The production facilities may not be able to meet the future
requirements imposed by the regulatory authorities.

Bavarian Nordic has manufacturing facilities in Kvistgaard, Den-
mark and Berlin, Germany, which currently meet the requirements
imposed by the EU for GMP and meet all requlatory guidelines for
industrial vaccine production.

In order to commence deliveries of the base contract under the
RFP-3 contract for 20 million doses of IMVAMUNE® to the US
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authorities under the RFP-3 contract, Bavarian Nordic must meet
certain requirements imposed by the FDA with a view to comply-
ing with the requirements for the use of IMVAMUNE® following a
declared emergency (EUA). In this respect, Bavarian Nordic has
completed a number of data submissions to the FDA.

Following these data submissions, in the spring of 2009 the FDA
announced that they would perform a GMP inspection of the
IMVAMUNE® production facilities. These inspections were made at
both Bavarian Nordic’s Kvistgaard manufacturing facility and at IDT
Biologika in May 2009.

In that connection, the FDA noted a number of observations at
Bavarian Nordic and at IDT Biologika that require corrective ac-
tions. Bavarian Nordic has responded to questions arising from
these observations and has taken necessary corrective actions.
Management expects that these corrections and the FDA review
of the actions will be finalised during the first half of 2010. Ac-
cording to Management’s best estimate, the FDA review and the
implementation of the corrections will allow the Company to
commence deliveries of IMVAMUNE® before the end of the first
half of 2010.

Bavarian Nordic may not be able to comply with the conditions
to ensure that the Group or IDT Biologika receive and maintain
the necessary approvals for continuing the production at its
production facilities.

Bavarian Nordic and IDT Biologika have received the necessary
approvals, including approval for the production of sterile vaccines
and environmental approvals for working with live viruses, allow-
ing them to commence industrial production of sterile vaccines.
Bavarian Nordic endeavours to comply with the requirements on
which such approvals are based.

Protection of patents and other intellectual
property rights

Bavarian Nordic may not be able to efficiently enforce its pat-
ents and intellectual property rights and Bavarian Nordic may
infringe the intellectual property rights of others, and this could
prevent the Group from continuing its activities in the relevant
field or have the effect that the Group would have to pay a fee
for using the intellectual property rights of others.

Bavarian Nordic’s future competitive strength will depend on the
Group’s ability to obtain and maintain patent protection and other
protection of its intellectual property rights and production proc-
esses. There is a risk that the Group’s patents will be challenged,
invalidated, declared void or circumvented and that the Group will
not be able to enforce its intellectual property rights.

As of the Prospectus Date, Bavarian Nordic has a suit against
Oxford BioMedica plc, Biomedica Inc and Oxford BioMedica Ltd.
(together referred to as “Oxford BioMedica”) with the United
States District Court of the Southern District of California concern-
ing infringement of Bavarian Nordic’s MVA-BN® technology pat-
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ents. The legal action, which concerns four US patents, has been
instigated by Bavarian Nordic claiming that Oxford BioMedica
has infringed Bavarian Nordic’s patents by commercialising the
patented technology. One of Oxford BioMedica’s counter claims is
invalidity of Bavarian Nordic’s MVA-BN® technology patents.

Furthermore, 7 companies have opposed to the granting of
Bavarian Nordic’s MVA-BN® technology patents at the European
Patent Office, EPO, in Munich. Six companies are still pursuing the
oppositions.

Moreover, Helmholtz Zentrum Minchen, Deutsches Forschungszen-
trum fir Gesundheit und Umwelt GmbH has requested arbitration
against Bavarian Nordic at the ICC International Court of Arbitration
claiming rights to royalties from Bavarian Nordic in connection with
the sale of all MVA-BN®-based vaccines, including IMVAMUNE®.

For a detailed description of pending litigation, please see “Re-
search and development, patents and licences”.

Bavarian Nordic may not be able to obtain new patents and
maintain existing patents that have still not expired.

A patent has a lifetime of 20 years from the date of filing.
Bavarian Nordic’s core patents are relatively young, with the most
important MVA-BN® patents dating back from 2000 or later, and
those of Bavarian Nordic’s patents directed at the insertion of
foreign genes at specific sites of the MVA gene date back from
1995 or later. Key Prostate Specific Antigen (PSA) patents related
to PROSTVAC™ are from the period 1995-2003.

Risks relating to Bavarian Nordic’s technologies

and products

The development of Bavarian Nordic’s products are based partly
on Bavarian Nordic’s vaccine technology platform, MVA-BN®,
partly on other external technologies. All the technologies
employed by Bavarian Nordic in connection with the develop-
ment of the Group’s pipeline and products are subject to a
number of uncertainties and risks. One or more of these risks
may materialise.

The development of products that are part of Bavarian Nordic’s
pipeline is subject to a number of uncertainties and risks, the
most important of which are described below:

- To date, no products based on the Group’s primary vaccine tech-
nology platform MVA-BN® or on other technologies employed by
the Group in connection with clinical development have been
registered or obtained Marketing Authorisation.

- Bavarian Nordic has tested the therapeutic effect and safety of
the technologies employed by the Group in animal models and
clinical trials, but there can be no assurance that these results
are indicative of the results that will be achieved in the current
and future clinical trials in humans, and that adverse side ef-
fects will not be observed.

- The risks relating to Bavarian Nordic’s technologies may result
in material delays or the discontinuation of development pro-
grammes.

« The risk that the potential product will not be safe and effective
when finally marketed.

- The risk that the necessary regulatory approvals may not be
obtained.

« The risk that the Group’s products may not be produced cost
effectively in commercial quantities, and that any products, if
launched, may not obtain acceptance in the market.

- Finally, there is a risk that future clinical trials may not prove
that Bavarian Nordic’s technologies are as effective as Manage-
ment expects.

Collaborative agreements

There is a risk that Bavarian Nordic may not be able to retain
its present partners and/or enter into new agreements or new
alliances on satisfactory terms.

Collaborative agreements with other biopharmaceutical compa-
nies, biotechnology companies and production partners form an
integral part of Bavarian Nordic’s business. The Group seeks to en-
hance the possibility of concluding such collaborative agreements
by continuously developing its primary technology platform, MVA-
BN®, its leading prostate cancer project, PROSTVAC", and other
stand-alone projects.

There is a risk that Bavarian Nordic’s collaborative partners do
not observe the agreements concluded and/or pass on or other-
wise misuse confidential information and data.

Bavarian Nordic’s collaborative agreements cover production of
clinical trial material, critical raw materials, filling, licensing agree-
ments, quality control, research and development. Accordingly,
Bavarian Nordic relies heavily on its collaborative partners. If the
Group’s collaborative partners fail to meet their obligations under
the agreements, Bavarian Nordic may not be able to deliver the
products or the research results which the Group or others expect
and rely on, and this could have far-reaching adverse conse-
quences. Some of Bavarian Nordic’s collaborative agreements
involve a significant element of transfer of confidential know!-
edge and know-how to collaborative partners, and such transfers
are always subject to strict confidentiality requirements. However,
Bavarian Nordic cannot give any assurance that its collaborative
partners will not pass on, intentionally or unintentionally, confi-
dential information and know-how to competitors, or otherwise
misuse such know-how.

The filling and packing of IMVAMUNE® is handled by Bavarian
Nordic’s strategic partner IDT Biologika in Dessau, Germany. IDT
Biologika has years of experience in the production of vaccines
based on fertilised chicken eggs and owns a modern production
facility for filling, inspecting, labelling and packing sterile vac-
cines. Bavarian and IDT Biologika have signed a contract for the
filling and packing of 20 million doses of IMVAMUNE®. If IDT Bi-



ologika is unable to meet its obligations towards Bavarian Nordic
in respect of filling and packing of IMVAMUNE®, the effect could
be that Bavarian Nordic proves unable to deliver the agreed doses
of IMVAMUNE® to the US authorities within the agreed timeframes
set out in the RFP-3 contract, and this may have far-reaching
adverse consequences.

Bavarian Nordic has also signed an agreement with IDT Biologika
and with Bioreliance Corporation, Scotland (Bioreliance) concern-
ing quality tests (QC tests) of IN\VAMUNE®.

If IDT Biologika or Bioreliance is unable to meet its obligations
towards Bavarian Nordic in respect of performing these QC tests,
the effect could be that Bavarian Nordic proves unable to deliver
the agreed doses of IMVAMUNE® to the US authorities within the
agreed timeframes set out in the contract, and this may have far-
reaching and unforeseeable consequences.

There is a risk that the Group may not be able to meet its part
of the collaborative agreement with IDT Biologika. If the Group
fails to meet its part of the collaborative agreement, there will
be a risk that Bavarian Nordic will be ordered to pay certain
expenses to IDT Biologika.

In order to ensure that Bavarian Nordic can fulfill its obligations
towards the US authorities (HHS/BARDA) with regards to the task
of filling the 20 million doses of IMVAMUNE®, IDT Biologika and
Bavarian Nordic have entered into a manufacturing subcontract
covering the period corresponding to the duration of the RFP-3
contract until 31 December 2012. The parties have agreed to a
production plan and reserved capacity for the full length of the
subcontract.

In case more filling days are needed compared to what is re-
served according to the current production plan, Bavarian Nordic
has secured certain flexibility in the form of extra filling days

and the possibility of rescheduling planned campaigns. However,
in case of rescheduling and need for extra filling days certain
payments may have to be made to IDT Biologika. Such possible
payments depend to a large extent on the length of prior written
notice given to IDT Biologika. Furthermore, if Bavarian Nordic does
not use reserved capacity during a calendar year certain payments
will have to be made to IDT Biologika for unused days.

There is a risk that the Group may not be able meet its part of
the collaborative agreement with the National Cancer Institute,
USA (NCI) and the United States Public Health Service (PHS)
regarding PROSTVAC". If the Group fails to meet its part of the
collaborative agreement, there will be a risk that the collabora-
tive agreement will be terminated or modified.

The licence agreement between PHS and BN ImmunoTherapeutics
Inc. (BNIT) contains a commercial development plan and gives
PHS the right to terminate or modify the agreement if BNIT is not
executing the commercial development plan.
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Partnership agreement in respect of PROSTVAC"
There is a risk that Bavarian Nordic may not be able to enter
into a partnership agreement in respect of PROSTVAC™ on satis-
factory terms.

Bavarian Nordic expects to initiate confirmatory Phase Ill studies
with the therapeutic vaccine PROSTVAC™ by the end of 2010.

As part of Bavarian Nordic’s PROSTVAC™ strategy, the intention
is to partner with an international pharmaceutical company
that can contribute to the continued development and potential
commercialisation of PROSTVAC™ in Phase Il clinical develop-
ment. Bavarian Nordic is currently in dialogue with a number of
potential partners.

When entering into a partnership agreement for PROSTVAC™, the
intention is for a prospective partner to fully or partly partici-
pate in the funding of the costs incurred from Phase IlI clinical
development until a potential commercialisation of the prod-

uct. In addition, Management expects that Bavarian Nordic will
receive advance payments, regular payments and royalties from
a potential commercialisation of the product. Moreover, Manage-
ment expects that PROSTVAC™ will be manufactured by Bavarian
Nordic. However, there is a risk that the Group may not be able
to enter into a partnership agreement in respect of PROSTVAC™ on
satisfactory terms, if at all. If the Group is unable to enter into a
partnership agreement in respect of PROSTVAC™, this may cause
a delay in the development of the product and any subsequent
product launch. Ultimately, Bavarian Nordic may be compelled

to surrender the rights to PROSTVAC™ or, in connection with the
conclusion of a partnership agreement in respect of PROSTVAC",
to accept less favourable terms than expected by Management at
the Prospectus Date.

Clinical