

































































Acquisition of Candyking Holding AB

On 28 April 2017 Cloetta acquired control of Candyking Holding AB
and its subsidiaries, a leading concept supplier of pick & mix candy
in the Nordic countries and the UK. The acquisition strengthens
Cloetta’s position within pick & mix and creates substantial syn-
ergies. Cloetta acquired 100 per cent of the shares in Candyking as
well as 100 percent of Candyking’s outstanding bond and other debt.
The purchase price amounted to SEK 325m on a cash and debt free
basis, adjusted for transaction adjustments for net debt and working
capital of SEK -62m, with a potential additional purchase price of
maximum SEK 225m based on Cloetta’s and Candyking’s combined
sales volume of pick & mix in confectionery and natural snacks in the
Nordic countries, the UK and Poland during 2018. The seller of the
shares was Candyking’s former CEO, Dani Evanoftf. The majority of
the purchase price as well as the potential additional purchase price
has been allocated to the previous holders of Candyking’s SEK 750m
bond loan. In connection with closing of the acquisition, Candyking’s
bonds have been delisted from Nasdaq Stockholm. At the time of delis-
ting the bond, an earn-out instrument has been issued to the previous
bondholders and the previous sharcholder that entitles to the future
potential additional purchase price. The instrument is registered

at Euroclear in order to facilitate the distribution of any additional
purchase price to the instrument-holders.

The total goodwill of SEK 172m is not expected to be deductible
for tax purposes. The acquired receivables contain trade receivables of
SEK 128m which are expected to be collected in full. The total trans-
action cost related to the acquisition amounted to SEK 14m and is fully
recognized in the profit and loss account for of the period concerned
as ‘general and administrative expenses’. Due to the short-term nature
of the receivables, the fair value approximates the gross contractual
amounts. The contractual cash flows which are not expected to be
collected are immaterial. Candyking Holding AB and its subsidiaries
contributed SEK 1,007m to Cloetta’s consolidated revenues from
acquisition date to 31 March 2018. Because Candyking Holding AB
and its subsidiaries were acquired on 28 April 2017, the accounting for
the business combination is preliminary and has not yet been finalized,
as the company is still assessing certain information. The goodwill
acquired is allocated to the cash generating unit Scandinavia.

Acquisition of Candyking Holding AB

SEKm

Consideration transferred

Purchase price 325
Transaction adjustment -62
Contingent consideration 128
Consideration transferred 391
Acquisition Candyking bond and other debt -391
Net consideration 0

Recognised amounts of identifiable assets
and liabilities assumed:

Non-current assets 279
Intangible assets (excl. goodwill) 177
Property, plant and equipment 80
Other non-current assets 22
Current assets 256
Inventories 90
Trade and other receivables 152
Cash and cash equivalents 14
Non-current liabilities -4
Deferred tax liabilities -4
Current liabilities -666
Bond and other debt -391
Other borrowings -23
Trade payables -136
Taxes and social security premiums -50
Other current liabilities -66
Total identifiable net assets =172
Goodwill 172
Net consideration 0
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Discontinued operation

On 5 September 2017 Cloetta Italia S.r.l. was sold to Katjes Interna-
tional GmbH.

Cloetta Italia S.r.1. is accounted for as discontinued operation. The
comparative figures in the consolidated profit and loss account and
consolidated statement of comprehensive income have been restated
to present the discontinued operation separately from continuing
operations. Cloetta has recognised an impairment loss of SEK 159m
on intangible assets and an impairment loss of SEK 238m on property,

The following table presents the result from discontinued operation:

plant and equipment as a result of a write-down of the carrying value

of the assets subject to the disposal to their lower fair value less cost

of disposal in the second and third quarter of 2017. The impairment

loss is recognised in profit/loss from discontinued operation, net of

tax. The disposal was completed via a transfer of the shares of Cloetta
Italia S.r.l. Assets and liabilities which will be retained in the Cloetta
Group have been transferred within the group before the transfer of

shares took place.

First quarter Rolling 12 Full year
Jan-Mar Jan-Mar Apr 2017-

SEKm 2018 2017 Mar 2018 2017
Net sales - 125 191 316
Cost of goods sold

- Impairment loss - - -238 -238
- Other cost of goods sold - —74 -107 —181
Total cost of goods sold = 74 _345 —419
Gross profit - 51 -154 -103
Selling expenses - -34 -68 -102
General and administrative expenses

- Impairment loss - - -159 -159
- Other general and administrative expenses - =21 -59 -80
Total general and administrative expenses - =21 -218 -239
Operating profit/loss - -4 -440 -444
Financial income - -1 1 0
Financial expenses - 0 -1 -1
Net financial items - -1 0 -1
Profit/loss before tax and reclassification of currency translation - -5 -440 -445
differences on discontinued operation

Income tax - -2 1 9
Profit/loss from discontinued operation before reclassification - -7 -429 -436
of currency translation difference on discontinued operation,

net of tax

Currency translation differences on discontinued operation reclassi- - - 102 102
fied from other comprehensive income

Profit/loss from discontinued operation, net of tax B -7 -327 -334
The following table presents the cash flow from discontinued operation being part of the condensed
consolidated cash flow statement on page 10:

First quarter Rolling 12 Full year
Jan-Mar Jan-Mar Apr 2017-

SEKm 2018 2017 Mar 2018 2017
Cash flow from operating activities - 96 ~136 —40
Cash flow from investing activities - -3 364 361
Cash flow from financing activities - - - -
Cash flow from discontinued operation - 93 228 321
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The following assets and liabilities were classified as
held for sale in relation to the discontinued operation at
5 September 2017:

SEKm 5 Sep 2017
Intangible assets 99
Property, plant and equipment 165
Deferred tax asset 7
Other financial assets 1
Inventories 176
Other current assets 197
Cash and cash equivalents 18
Total assets disposed 663
Borrowings 64
Deferred tax liability 1
Provisions for pensions and other 61
long-term employee benefits

Provisions 3
Other current liabilities 194
Total liabilities disposed 333
Carrying amount of net assets held for sale 330
Disposal consideration received 330
Minus: Carrying amount of net assets disposed -330

Result on disposal, before income tax -
Income tax on result on disposal -

Result on disposal, net of tax -

Seasonal variations — discontinued operations

Cloetta’s sales and operating profit are subject to some seasonal
variations. Sales in the first and second quarters are affected by the
Easter holiday, depending on in which quarter it occurs. In the fourth
quarter, sales are usually higher than in the first three quarters of the
year, which is mainly attributable to the sale of products in Italy in

connection with the holiday season.

Risk factors

Cloetta is an internationally active company that is exposed to a
number of market and financial risks. All identified risks are moni-
tored continuously and, if needed, risk mitigating measures are taken
to limit their impact. The most relevant risk factors are described in
the annual and sustainability report 2017 and consist of industry- and
market-related risks, operational risks and financial risks. Compared
to the annual and sustainability report which was issued on 8 March
2018, no new risks have been identified.
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Definitions

General All amounts in the tables are presented in SEK millions unless otherwise stated. All amounts in brackets ()
represent comparative figures for the same period of the prior year, unless otherwise stated.
Margins Definition/calculation Purpose

Gross margin

Net sales less cost of goods sold as a percentage of
net sales.

Gross margin measures production profitability.

Operating profit margin
(EBIT margin)

Operating profit expressed as a percentage of net
sales.

Operating profit margin is used for measuring the
operational profitability.

Operating profit margin,
adjusted

Operating profit, adjusted for items affecting compa-
rability, as a percentage of net sales.

Operating profit margin, adjusted excludes the impact
of items affecting comparability, enabling a compari-
son of operational profitability.

Profit margin

Profit/loss before tax expressed as a percentage of
net sales.

This measure enables the profitability to be compared
across locations where corporate taxes differ.

Return

Definition/calculation

Purpose

Cash conversion

Operating profit, adjusted for items affecting compa-
rability, before depreciation and amortization less cap-
ital expenditures as a percentage of operating profit,
adjusted for items affecting comparability, before
depreciation and amortization.

Cash conversion measures the proportion of profits
that are converted to cash flow. Its use is to analyze
how much of the profit attributable to shareholders

is turned into cash that could be paid to investors
without damaging the business, except for cash flows
related to interest and tax.

Return on capital employed

Operating profit plus financial income as a percentage
of average capital employed. The average capital
employed is calculated by taking the capital employed
per period end and the capital employed by period
end of the comparitive period in the previous year
divided by two.

Return on capital employed is used to analyse
profitability, based on the amount of capital used. The
leverage of the company is the reason that this metric
is used next to return on equity, because it not only
includes equity, but takes into account borrowings
and other liabilities as well.

Return on equity

Profit from continuing operations for the period as a
percentage of total equity.

Return on equity is used to measure profit generation,
given the resources attributable to the owners of the
Parent Company.

Capital structure

Definition/calculation

Purpose

Capital employed

Total assets less interest-free liabilities (including
deferred tax).

Capital employed measures the amount of capital
used and serves as input for the return on capital
employed.

Equity/assets ratio

Equity at the end of the period as a percentage of
total assets. The equity/assets ratio represents the
amount of assets on which shareholders have a
residual claim.

This ratio is an indicator of the company’s leverage
used to finance the firm.

Gross debt Gross current and non-current borrowings, credit Gross debt represents the total debt obligation of the
overdraft facilities, derivative financial instruments and| company irrespective its maturity.
interest payables.

Net debt Gross debt less cash and cash equivalents. The net debt is used as an indication of the ability to

pay off all debts if these became due simultaneously
on the day of calculation, using only available cash
and cash equivalents.

Net debt/EBITDA

Net Debt at the end of the period divided by the EBIT-
DA, adjusted, for the last 12 months, taking into con-
sideration the annualization of EBITDA for acquired or
divested companies.

The net debt/EBITDA ratio approximates the com-
pany's ability to decrease its debt. It represents the
number of years it would take to pay back debt if
net debt and EBITDA are held constant, ignoring the
impact from cash flows from interest, tax and capital
expenditure.

Net debt/equity ratio Net debt at the end of the period divided by equity at | The net debt/equity ratio measures the extent to
the end of the period. which the company is funded by debt. Because cash
and overdraft facilities can be used to pay-off debt at
short notice, the leverage is taking into account net
debt instead of gross debt.
Working capital Total inventories and trade and other receivables Working capital is used to measure the company's

adjusted for trade and other payables.

ability, besides cash and cash equivalents, to meet
current operational obligations.
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Data per share

Definition/calculation

Purpose

Cash flow from operating
activities per share

Cash flow from operating activities in the period divid-
ed by the average number of shares.

The cash flow from operating activities per share
measures the amount of cash the company generates
per share from the revenues it brings in irrespective
the capital investments and cash flows related to the
financing structure of the company.

Earnings per share

Profit for the period divided by the average number of
shares adjusted for the effect of forward contracts to
repurchase own shares.

The earnings per share measures the amount of net
profit that is available for payment to its shareholders
per share.

Equity per share Equity at the end of the period divided by number of | Equity per share measures the net-asset value
shares at the end of the period. backing up each share of the company's equity and
determines if a company is increasing shareholder
value over time.
Other definitions Definition/calculation Purpose
EBIT Operating profit consists of comprehensive income | This measure enables the profitability to be compared
before net financial items and income tax. across locations where corporate taxes differ and
irrespective the financing structure of the company.
EBITDA Operating profit before depreciation and amortization.| EBITDA is used to measure the cash flow generated

from operating activities, eliminating the impact of
financing and accounting decisions.

EBITDA, adjusted

Operating profit, adjusted for items affecting compa-
rability, before depreciation and amortization.

EBITDA, adjusted increases the comparability of
EBITDA.

Effective tax rate

Income tax as a percentage of profit before tax.

This measure enables the income tax to be compared
across locations where corporate taxes differ.

Items affecting
comparability

Items affecting comparability are those significant
items which are separately disclosed by virtue of their
size or incidence in order to enable a full understand-
ing of the Group’s financial performance such as re-
structurings, impact from acquisitions or divestments.

ltems affecting comparability increases the compara-
bility of the Group’s financial performance.

Net financial items

The total of exchange differences on borrowings and
cash and cash equivalents in foreign currencies, other
financial income and other financial expenses.

The net financial items reflects the company's total
costs of the external financing.

Net sales, change

Net sales as a percentage of net sales in the compar-
ative period of the previous year.

Net sales, change reflects the company's realised
top-line growth over time.

Operating profit, adjusted

Operating profit adjusted for items affecting compa-
rability.

Operating profit, adjusted increases the comparability
of operating profit.

Organic growth

Net sales, change exluding acquisition-driven growth
and changes in exchanges rates.

Organic growth excludes the impact of changes in
group structure and exchange rates, enabling a com-
parison on net sales growth over time.

Structural changes

Net sales, change resulting from changes in group
structure.

Structural changes measure the contribution of
changes in group structure to the net sales growth.

Glossary

Packaged products

Products that mainly are sold under brands and are packaged.

Pick & mix

Cloetta’s range of candy and natural snacks that are picked by the consumers themselves.

Pick & mix concept

Cloetta’s complete concept in pick and mix including products, displays and accompanying store

and logistic services.

Exchange rates

31 Mar 2018 31 Mar 2017 31Dec 2017
EUR, average 9.9825 9.5006 9.6362
EUR, end of period 10.2824 9.5399 9.8210
NOK, average 1.0357 1.0581 1.0324
NOK, end of period 1.0616 1.0396 0.9997
GBP, average 11.3145 11.0555 10.9909
GBP, end of period 11.7527 111291 11.0684
DKK, average 1.3406 1.2779 1.2956
DKK, end of period 1.3798 1.2828 1.3192
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Interim report Q3
26 October 2018
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Interim report Q4
25 January 2019

Interim report Q2
13 July 2018

Contacts

Jacob Broberg, Senior Vice President Corporate Communications and Investor Relations, +46 70-190 00 33
Danko Maras, Chief Financial Officer, +46 8 527 288 00

This information is information that Cloetta AB is obliged to make public pursuant to the EU Market Abuse Regulation
and the Securities Markets Act. The information was submitted for publication, through the agency of the contact person
set out above, at 8:00 a.m. CET on 24 April 2018.

Business model

Vision

To be the most admired satisfier of Munchy Moments
The vision, together with the goals and strategies,
expresses Cloetta’s business concept.

Cloetta’s business model is to offer strong local brands
in Munchy Moments and provide effective sales and
distribution to the retail trade. Together, this will ensure
continued positive development of the company’s lead-
ing market positions.

Long-term

Strategies Value drivers

financial targets

* Cloetta’s target is to increase organic
sales at least in line with market
growth.

» Focus on margin expansion and « Strong brands and market positions in

volume growth. anon-cyclical market.

« Focus on cost-efficiency. » Excellent availability in the retail

* Cloetta’s target is an EBI'T margin,
adjusted for items affecting compara-
bility, of at least 14 per cent.

* Cloetta’s long-term target is a net
debt/EBITDA ratio of around 2.5x.

« Cloetta’s long-term intention is a
dividend payout of 40-60 per cent of
profit after tax.

28 Financial calendar and contacts

» Focus on employee development.

trade with the help of a strong and
effective sales and distribution organ-
ization.

* Good consumer knowledge and
loyalty.
* Innovative product and packaging

development.

« Effective production with high and
consistent quality.
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About Cloetta

Cloetta, founded in 1862, is a leading confectionery company in the Nordic
region and the Netherlands. In total, Cloetta products are sold in more than
50 countries worldwide. Cloetta owns some of the strongest brands on the
market, such as Lakerol, Cloetta, Candyking, Jenkki, Kexchoklad, Malaco,
Sportlife and Red Band. Cloetta has eight production units in five countries.
Cloetta’s class B shares are traded on Nasdaq Stockholm.

Cloetta AB (publ) « Corp. ID no. 556308-8144 « Solna Business Park, Englundavagen 7D,
PO Box 6036, SE-171 06 Solna, Sweden. « Tel +46 8-52 72 88 00 » www.cloetta.com

More information about Cloetta is available at www.cloetta.com
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