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IMPORTANT INFORMATION
This Prospectus has been prepared solely for use in connection with the Offering of the
Offer Shares and the Listing. Please see Section 19 "Definitions and glossary" for
definitions of terms used throughout this Prospectus.
The Prospectus has been prepared to comply with the Norwegian Securities Trading Act
of 29 June 2007 No. 75 (the "Norwegian Securities Trading Act") and related
secondary legislation, including the Commission Regulation (EC) No. 809/2004
implementing Directive 2003/71/EC of the European Parliament and of the Council of 4
November 2003 regarding information contained in Prospectuses, as amended, and as
implemented in Norway (the "Prospectus Directive"). This Prospectus has been
prepared solely in the English language. The Financial Supervisory Authority of Norway
(the "Norwegian FSA") has reviewed and approved this Prospectus in accordance with
sections 7-7 and 7-8 of the Norwegian Securities Trading Act. The Norwegian FSA has
not controlled or approved the accuracy or completeness of the information given in this
Prospectus. The Norwegian FSA approved the Prospectus on 18 November 2016. The
approval given by the Norwegian FSA only relates to the information included in
accordance with pre-defined disclosure requirements. The Norwegian FSA has not made
any form of control or approval relating to corporate matters described or referred to in
this Prospectus.
The Joint Bookrunners are acting for the Company and no one else in relation to the
Offering and the Listing of the Shares on Oslo Børs. The Joint Bookrunners will not be
responsible to anyone other than the Company for providing the protections afforded to
clients of the Joint Bookrunners or for providing advice in relation to the Offering and
Listing. In the ordinary course of their businesses, the Joint Bookrunners and certain of
their respective affiliates have engaged, and may continue to engage, in investment and
commercial banking transactions with the Company and its subsidiaries.
Neither the Company nor the Joint Bookrunners or the Selling Shareholders, or any of
their respective affiliates, representatives, advisers or selling agents, are making any
representation to any subscriber or purchaser of Offer Shares regarding the legality or
suitability of an investment in the Offer Shares. Each investor should consult with his or
her own advisers as to the legal, tax, business, financial and related aspects of a
subscription or purchase of the Offer Shares. No person is authorised to give information
or to make any representation concerning the Group or in connection with the Offering
other than as contained in this Prospectus. If any such information is given or made, it
must not be relied upon as having been authorised by the Company or the Joint
Bookrunners or by any of the affiliates, advisers or selling agents of any of the foregoing.
The distribution of this Prospectus and the offer and sale of the Offer Shares may be
restricted by law in certain jurisdictions. This Prospectus does not constitute an offer of,
or an invitation to purchase, any of the Offer Shares in any jurisdiction in which such
offer or sale would be unlawful. No one has taken any action that would permit a public
offering of the Shares to occur outside of Norway. Accordingly, neither this Prospectus
nor any advertisement or any other offering material may be distributed or published in
any jurisdiction except under circumstances that will result in compliance with applicable
laws and regulations. Persons in possession of this Prospectus are required to inform
themselves about, and to observe, any such restrictions. In addition, the Shares are
subject to restrictions on transferability and resale in certain jurisdictions and may not be
transferred or resold except as permitted under applicable securities laws and
regulations. Investors should be aware that they may be required to bear the financial
risks of this investment for an indefinite period of time. Any failure to comply with these
restrictions may constitute a violation of applicable securities laws. For further
information on the sale and transfer restrictions of the Shares, see Section 17 "Selling
and transfer restrictions".
This Prospectus and the terms and conditions of the Offering as set out herein shall be

2

governed by and construed in accordance with Norwegian law. The courts of Norway,
with Oslo as legal venue, shall have exclusive jurisdiction to settle any dispute which may
arise out of or in connection with the Offering or this Prospectus.
The information contained herein is current as at the date hereof and subject to change,
completion and amendment without notice. In accordance with section 7-15 of the
Norwegian Securities Trading Act, significant new factors, material mistakes or
inaccuracies relating to the information included in this Prospectus, which are capable of
affecting the assessment of the Shares between the time of approval of this Prospectus
by the Norwegian FSA and the Listing, will be included in a supplement to this
Prospectus. The publication of this Prospectus does not under any circumstances create
any implication that there has been no change in the Group's affairs or that the
information herein is correct as of any date subsequent to the date of this Prospectus.
NOTICE TO NEW HAMPSHIRE RESIDENTS
NEITHER THE FACT THAT A REGISTRATION STATEMENT OR AN APPLICATION FOR A
LICENSE HAS BEEN FILED UNDER CHAPTER 421-B OF THE NEW HAMPSHIRE REVISED
STATUTES WITH THE STATE OF NEW HAMPSHIRE NOR THE FACT THAT A SECURITY IS
EFFECTIVELY REGISTERED OR A PERSON IS LICENSED IN THE STATE OF NEW
HAMPSHIRE CONSTITUTES A FINDING BY THE SECRETARY OF 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 HAS PASSED IN ANY WAY UPON THE MERITS OR
QUALIFICATIONS OF, OR RECOMMENDED OR GIVEN APPROVAL TO, ANY PERSON,
SECURITY OR TRANSACTION. 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 TO INVESTORS IN THE UNITED STATES
Because of the following restrictions, prospective investors are advised to consult legal
counsel prior to making any offer, resale, pledge or other transfer of the Shares. The
Offer Shares have not been and will not be registered under the U.S. Securities Act or
with any securities regulatory authority of any state or other jurisdiction in the United
States and may not be offered, sold, pledged or otherwise transferred within the United
States except pursuant to an exemption from, or in a transaction not subject to, the
registration requirements of the U.S. Securities Act and in compliance with any applicable
state securities laws. Accordingly, the Offer Shares will not be offered or sold within the
United States, except in reliance on the exemption from the registration requirements of
the U.S. Securities Act under Rule 144A. The Offer Shares will be offered outside the
United States in compliance with Regulation S. Prospective purchasers are hereby
notified that sellers of Offer Shares may be relying on the exemption from the provisions
of Section 5 of the U.S. Securities Act provided by Rule 144A under the U.S. Securities
Act. See Section 17.2.1 "Selling and transfer restrictions—Selling restrictions—United
States".
Any Shares offered or sold in the United States will be subject to certain transfer
restrictions as set forth under Section 17.3.1 "Selling and transfer restrictions—Transfer
restrictions—United States".
The securities offered hereby have not been recommended by any United States federal
or state securities commission or regulatory authority. Further, the foregoing authorities
have not passed upon the merits of the Offering or confirmed the accuracy or determined
the adequacy of this Prospectus. Any representation to the contrary is a criminal offense
under the laws of the United States.
In the United States, this Prospectus is being furnished on a confidential basis solely for
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the purposes of enabling a prospective investor to consider purchasing the particular
securities described herein. The information contained in this Prospectus has been
provided by the Company and other sources identified herein. Distribution of this
Prospectus to any person other than the offeree specified by the Joint Bookrunners or
their representatives, and those persons, if any, retained to advise such offeree with
respect thereto, is unauthorised and any disclosure of its contents, without prior written
consent of the Company, is prohibited. This Prospectus is personal to each offeree and
does not constitute an offer to any other person or to the public generally to purchase
Offer Shares or subscribe for or otherwise acquire any Shares.
NOTICE TO INVESTORS IN THE UK
This Prospectus is only being distributed to and is only directed at (i) persons who are
outside the United Kingdom (the "UK") or (ii) investment professionals falling within
Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order
2005 (the "Order") or (iii) high net worth companies, and other persons to whom it may
lawfully be communicated, falling within Article 49(2)(a) to (d) of the Order (all such
persons together being referred to as "Relevant Persons"). The Offer Shares are only
available to, and any invitation, offer or agreement to subscribe, purchase or otherwise
acquire such Shares will be engaged in only with, Relevant Persons. Any person who is
not a Relevant Person should not act or rely on this Prospectus or any of its contents.
NOTICE TO INVESTORS IN THE EEA
In any member state of the European Economic Area (the "EEA") that has implemented
the Prospectus Directive, other than Norway (each a "Relevant Member State"), this
communication is only addressed to and is only directed at qualified investors in that
Member State within the meaning of the Prospectus Directive. This Prospectus has been
prepared on the basis that all offers of Offer Shares outside Norway will be made
pursuant to an exemption under the Prospectus Directive from the requirement to
produce a prospectus for offer of shares. Accordingly, any person making or intending to
make any offer within the EEA of Offer Shares which is the subject of the Offering
contemplated in this Prospectus within any EEA member state (other than Norway)
should only do so in circumstances in which no obligation arises for the Company or any
of the Joint Bookrunners to publish a prospectus or a supplement to a prospectus under
the Prospectus Directive for such offer. Neither the Company nor the Joint Bookrunners
have authorised, nor do they authorise, the making of any offer of Shares through any
financial intermediary, other than offers made by Joint Bookrunners which constitute the
final placement of Offer Shares contemplated in this Prospectus.
Each person in a Relevant Member State other than, in the case of paragraph (a),
persons receiving offers contemplated in this Prospectus in Norway, who receives any
communication in respect of, or who acquires any Offer Shares under, the offers
contemplated in this Prospectus will be deemed to have represented, warranted and
agreed to and with the Joint Bookrunners and the Company that:
a) it is a qualified investor as defined in the Prospectus Directive, and
b) in the case of any Offer Shares acquired by it as a financial intermediary, as that
term is used in Article 3(2) of this Prospectus Directive, (i) such Offer Shares
acquired by it in the Offering have not been acquired on behalf of, nor have they
been acquired with a view to their offer or resale to, persons in any Relevant
Member State other than qualified investors, as that term is defined in this
Prospectus Directive, or in circumstances in which the prior consent of the Joint
Bookrunners has been given to the offer or resale; or (ii) where such Offer Shares
have been acquired by it on behalf of persons in any Relevant Member State other
than qualified investors, the offer of those Offer Shares to it is not treated under
the Prospectus Directive as having been made to such persons.
For the purposes of this provision, the expression an "offer to the public" in relation to
any of the Offer Shares in any Relevant Member State means the communication in any
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form and by any means of sufficient information on the terms of the offer and any Shares
to be offered so as to enable an investor to decide to purchase any of the Offer Shares,
as the same may be varied in that Relevant Member State by any measure implementing
the Prospectus Directive in that Relevant Member State, and the expression "Prospectus
Directive" means Directive 2003/71/EC (and amendments thereto, including the 2010 PD
Amending Directive), and includes any relevant implementing measure in each Relevant
Member State and the expression "2010 PD Amending Directive" means Directive
2010/73/EU.
See Section 17 "Selling and Transfer Restrictions" for notices to investors in certain other
jurisdictions.
ENFORCEMENT OF CIVIL LIABILITIES
The Company is a public limited liability company incorporated under the laws of Norway.
As a result, the rights of holders of the Company’s Shares will be governed by the laws of
Norway and the Company’s articles of association (the "Articles of Association"). The
rights of shareholders under the laws of Norway may differ from the rights of
shareholders of companies incorporated in other jurisdictions. The members of the
Company’s board of directors (the "Board Members" and the "Board of Directors",
respectively) and the members of the senior management of the Group (the
"Management") are not residents of the United States, and all of the Company’s assets
are located outside the United States. As a result, it may be difficult for investors in the
United States to effect service of process on the Company or its Board Members and
members of Management in the United States or to enforce in the United States
judgments obtained in U.S. courts against the Company or those persons, including
judgments based on the civil liability provisions of the securities laws of the United States
or any State or territory within the United States. Uncertainty exists as to whether courts
in Norway will enforce judgments obtained in other jurisdictions, including the United
States, against the Company or its Board Members or members of Management under
the securities laws of those jurisdictions or entertain actions in Norway against the
Company or its Board Members or members of Management under the securities laws of
other jurisdictions. In addition, awards of punitive damages in actions brought in the
United States or elsewhere may not be enforceable in Norway. The United States and
Norway do not currently have a treaty providing for reciprocal recognition and
enforcement of judgements (other than arbitral awards) in civil and commercial matters.
AVAILABLE INFORMATION
The Company has agreed that, for so long as any of the Offer Shares are "restricted
securities" within the meaning of Rule 144(a)(3) under the U.S. Securities Act, it will
during any period in which it is neither subject to Sections 13 or 15(d) of the U.S.
Securities Exchange Act of 1934, as amended (the "U.S. Exchange Act"), nor exempt
from reporting pursuant to Rule 12g3-2(b) under the U.S. Exchange Act, provide to any
holder or beneficial owners of Shares, or to any prospective purchaser designated by any
such registered holder, upon the request of such holder, beneficial owner or prospective
owner, the information required to be delivered pursuant to Rule 144A(d)(4) of the U.S.
Securities Act.
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1.

SUMMARY

Summaries are made up of disclosure requirements known as "Elements". These
Elements are numbered in Sections A– E (A.1 – E.7) below. This summary contains all
the Elements required to be included in a summary for this type of securities and the
issuer. Because some Elements are not required to be addressed, there may be gaps in
the numbering sequence of the Elements. Even though an Element may be required to be
inserted in the summary because of the type of securities and issuer, it is possible that
no relevant information can be given regarding the Element. In this case a short
description of the Element is included in the summary with the mention of "not
applicable".
Section A – Introduction and Warnings
A.1

Warning

This summary should be read as an introduction to the
Prospectus.
Any decision to invest in the Offer Shares should be
based on consideration of the Prospectus as a whole by
the investor.
Where a claim relating to the information contained in
the Prospectus is brought before a court, the plaintiff
investor might, under the national legislation in its
Member State, have to bear the costs of translating the
Prospectus before the legal proceedings are initiated.
Civil liability attaches only to those persons who have
tabled the summary including any translation thereof,
but only if the summary is misleading, inaccurate or
inconsistent when read together with the other parts of
the Prospectus or it does not provide, when read
together with the other parts of the Prospectus, key
information in order to aid investors when considering
whether to invest in such securities.

A.2

Resale or final
placement of
securities by
financial
intermediaries

Not applicable. Financial intermediaries are not entitled
to use this Prospectus for subsequent resale or final
placement of securities.

Section B - Issuer
B.1

Legal and
commercial name

Arcus ASA is the Company's legal name and Arcus is the
Company's commercial name.

B.2

Domicile/Legal
form/Legislation/Co
untry of
incorporation

Arcus ASA is a public limited liability company organised
and existing under the laws of Norway pursuant to the
Norwegian Public Limited Companies Act. The Company
was incorporated in Norway on 5 November 2004 and
the Company's registration number in the Norwegian
Register of Business Enterprises is 987 470 569.

B.3

Current operations,
principal activities
and markets

The Company and its subsidiaries are involved in
production, bottling, import, marketing, sale and
distribution of wine and spirits. The Group is
represented in all Nordic countries, with subsidiary
companies in Norway, Sweden, Denmark and Finland,
as well as in Germany. The Group has further exports of
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spirits to markets outside the Nordic region
Germany, most importantly to the United States.

and

The Group's spirits business imports, produces, bottles,
markets and sells spirits to government monopoly
outlets, grocery retail, hotel and restaurant industries,
and the tax-free and selected export markets.
The Group's wine business imports, bottles, markets
and sells wine in Norway, Sweden and Finland through
the same sales channels as the Group's spirits business
area.
The business segment distribution, operating externally
under the Vectura name, is the Group’s logistics service
provider in the Norwegian market. The business has its
administration, warehouse and logistics operations at
the Gjelleråsen facility.
B.4a

Significant recent
trends affecting the
issuer and the
industry in which it
operates

Concurrently with the Offering, the Company will
refinance the Senior Facilities with the SEB Loan Facility.
As a result of the Offering and the refinancing, the
Company expects that the Group’s interest expense and
instalments on debt going forward will be significantly
reduced.

B.5

The Group

Arcus ASA is the parent holding company in the Group.
The Group's operations are carried out through the
wholly-owned operating subsidiary Arcus-Gruppen AS
with 31 underlying subsidiaries and two associated
entities, and the wholly-owned operating subsidiary
Vectura AS.

B.6

Persons having an
interest in the
issuer's capital or
voting rights

As of the date of this Prospectus, the Company has 17
shareholders. Major shareholders do not have different
voting rights.
Shareholders with ownership exceeding 5% must
comply with disclosure obligations according to the
Norwegian Securities Trading Act section 4-3. As of the
date of this Prospectus the following shareholders have
holdings exceeding 5%:

B.7

Selected historical
key financial
information



Ratos AB (83.4%)



Hoff SA (9.9%)

The following selected financial information has been
extracted from the Annual Financial Statements and the
Condensed Interim Financial Statements, prepared
under the International Financial Reporting Standards as
approved by the EU.
The Annual Financial Statements and the Condensed
Interim Financial Statements described above are
included by reference in this Prospectus and attached as
Appendix B to this Prospectus.
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Consolidated statement of comprehensive income

(NOK million)
Sales

Three months ended

Nine months ended

30-Sept

30-Sept

12 months ended
31-Dec

2016

2015

2016

2015

2015

Unaudited

Unaudited

Unaudited

Unaudited

2014

2013

597

568

1,726

1,591

2,365

2,208

Net gain on sales of fixed assets

0

0

0

0

0

0

-

Other revenues

7

25

45

79

105

124

102

604

593

1,771

1,670

2,471

2,332

2,268

Total Income
Cost of goods

2,167

(344)

(340)

(1,019)

(947)

(1,395)

(1,253)

(1,134)

Salaries and personnel expenses

(91)

(83)

(282)

(277)

(380)

(377)

(410)

Depreciation

(12)

(10)

(34)

(35)

(46)

(44)

(43)

Amortisation

(1)

(1)

(4)

(4)

(6)

(7)

(8)

Write downs

0

(2)

0

(2)

(4)

-

-

(78)

(98)

(288)

(327)

(426)

(445)

(467)

Other operating expenses
Share of profits from associates

1

1

1

(1)

5

9

11

Total operating expenses

(525)

(534)

(1,627)

(1,594)

(2,252)

(2,118)

(2,051)

Other income and expenses

(6)

6

(8)

7

(17)

6

(9)

Operating profit

73

65

136

83

202

221

208

5
20

7
33

10
22

16

9

14

23

Interest income

2

2

Other financial income

9

10

Interest expenses

(18)

(20)

(56)

(58)

(78)

(89)

(90)

Other financial expense

(87)

(52)

(113)

(84)

(54)

(55)

(116)

Net financial profit

(94)

(60)

(144)

(102)

(101)

(114)

(175)

Pre-tax profit

(22)

5

(8)

(19)

102

107

33

2

4

(2)

10

(17)

(18)

10

(20)

9

(10)

(9)

84

90

43

0

0

0

0

6

(1)

(6)

0

0

0

0

6

(1)

(6)

0

0

0

0

(2)

0

2

0

0

0

0

5

(1)

(4)

(23)

82

(43)

59

59

59

153

(23)

82

(43)

59

59

59

153

0

0

0

0

0

0

0

(23)

82

(43)

59

59

59

153

Total other comprehensive income

(23)

82

(43)

(59)

64

59

149

Total comprehensive income for the
period

(43)

91

(53)

50

148

148

192

Income tax expense
Profit/loss for the period

Statement of comprehensive income
Items that will not be reclassified
against the statement of income;
Estimate deviation pensions
Total items that will not be
reclassified against the statement of
income, before tax
Tax on items that will not be reclassified
against the statement of income
Total items that will not be
reclassified against the statement of
income, after tax
Items that may be reclassified
against the statement of income;
Translating differences in translation of
foreign subsidiaries
Total items that may be reclassified
against the statement of income,
before tax
Tax on items that may be reclassified
against the statement of income
Total items that may be reclassified
against the statement of income,
after tax

12

Total comprehensive income for the
period
Non-controlling interests
Parent company shareholders

7

5

11

14

22

27

30

(50)

87

(64)

36

126

121

162

(43)

91

(53)

50

148

148

192

Consolidated financial position

(NOK million)

As of

As of

30-Sept

31-Dec

2016

2015

Unaudited

Unaudited

2015

2014

2013

ASSETS
Goodwill
Brands
Software
Total intangible assets
Land, buildings and other real estate

1,006

1,035

1,042

984

955

667

663

666

640

614

33

35

34

12

11

1,706

1,733

1,742

1,636

1,580

0

1

-

6

13

329

284

285

315

343

23

27

26

37

39

3

63

67

21

0

Total tangible assets

354

375

378

378

395

Deferred tax assets

180

190

162

148

121

54

52

55

55

51

Other investments in shares

0

0

0

0

0

Other long-term receivables

0

0

0

0

0

54

52

55

56

52

2,294

2,349

2,338

2,219

2,148

Inventories

425

432

388

397

319

Accounts receivables

568

489

1,003

1,024

1,092

Prepayments to suppliers

68

60

65

58

96

Other receivables

29

53

26

59

25

Cash and cash equivalents

79

149

190

175

148

TOTAL CURRENT ASSETS

1,170

1,183

1,674

1,713

1,680

TOTAL ASSETS

3,464

3,533

4,011

3,932

3,828

Share capital

1

1

1

1

1

Share premium

1

1

1

1

1

Total paid-in equity

2

2

2

2

2

Machinery and equipment
Fixtures and fittings, tools, office equipment, etc.
Assets under construction

Investments in associated companies & jointly controlled entities

Total long-term financial assets
TOTAL NON-CURRENT ASSETS

EQUITY AND LIABILITIES

Retained earnings

730

757

843

732

612

Total retained earnings

730

757

843

732

612

12

28

32

27

25

744

787

876

761

639

Deferred tax liability

90

108

97

103

97

Pension obligations

36

42

36

40

36

Liabilities at fair value through profit or loss

11

139

70

161

226

Non-controlling interests
TOTAL EQUITY

Other provisions
Total provisions

13

1

1

1

2

2

138

291

204

306

361

Liabilities to financial institutions

962

1,073

1,033

1,031

0

0

0

0

0

Total other non-current liabilities

962

1,073

1,034

1,031

1,132

Liabilities to financial institutions

328

282

172

149

95

Liabilities at fair value through profit or loss

148

0

49

37

-

Accounts payable to suppliers

369

331

551

571

499

Other non-current liabilities

1,132

Tax payable

0

5

14

16

51

Public taxes

571

550

879

830

859

Other current liabilities

204

214

232

230

191

Total current liabilities

1,621

1,382

1,897

1,833

1,695

Total liabilities

2,720

2,745

3,135

3,171

3,189

Total equity and liabilities

3,464

3,533

4,011

3,932

3,828

Consolidated cash flow statement
Nine months ended
30-Sept
(NOK million)
Cash flow from operations
Pre-tax profit
Adjusted for:
Depreciation
Share of profit from associated companies and jointly controlled
entities
Dividends from associates
Tax payable

2016
Unaudited

12 months ended
31-Dec

2015
Unaudited

(8)

(19)

2015

2014

102

2013

107

33

39

41

56

51

51

(1)

1

(5)

(9)

(11)

3
(47)

4
(44)

5
(51)

6
(89)

2
(62)

56
(5)

58
(7)

77
(10)

87
(16)

84
(9)

0
0

2
1

1
1

3
2

(1)
3

Value changes without cash effect
Loss/gain on sale of shares/fixed assets

81
(1)

5
(12)

(18)
(16)

1
(0)

(11)
(14)

Other financial items without cash effect
Unrealised agio

5
(17)

5
32

10
33

9
4

8
69

Change in inventories
Change in accounts receivable

(37)
444

(21)
563

23
40

(78)
68

(36)
(201)

(509)

(573)

(32)

72

42

57

1

(9)
(61)

Additions for interest costs in the period
Subtractions for interest income in the period
Pension costs without cash effect
Interest costs without cash effect

Change in accounts payable
Change in other current assets
Net cash flow from operational activites

2

35

273

219

(35)

(10)

(13)

(5)

(4)

1
(7)

11
(54)

15
(66)

0
(25)

172
(20)

Payments on acquisition of business

0

(35)

(35)

-

(681)

Net cash effect through sale of other business

0

5

8

-

-

Payments on loans to minority shareholders
Payments on acquisition of other financial investments

0
0

0
0

(0)
-

-

(2)

(41)

(82)

(91)

(30)

(534)

Cash flow from investments
Payments on acquisition of intangible fixed assets
Proceeds from sales of tangible fixed assets
Payments on acquisition of tangible fixed assets

Net cash flow from investment activities
Cash flow from financing activities
Proceeds - incentive program

1

0

2

4

4

(3)

0

(3)

-

-

100

124

124

35

1,035

(122)

(112)

(150)

(98)

(581)

(56)
5

(58)
7

(77)
10

(87)
16

(84)
9

Payments to minority shareholders

(99)

(62)

(71)

(27)

-

Payments of dividends/group contributions

(28)

(19)

(19)

(22)

(33)

Payments - incentive program
Proceeds from new long-term interest-bearing debt to credit
institutions
Repayment of long-term interest-bearing debt to credit
institutions
Payments of interest rates in the period
Proceeds from interest in the period
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Net cash flow from financing activities

(202)

(120)

(183)

(179)

350

(18)

10

17

17

29

(18)

10

17

17

29

(259)

(156)

15

27

(215)

190

175

175

148

364

(69)

19

190

175

148

Effect of exchange rate changes on bank deposits, cash and cash
equivalents
Effect of exchange
equivalents

rate

changes on cash and

cash

Net change in bank deposits, cash and cash equivalents
Holding bank deposits, cash and cash equivalents at beginning of
period
Holding of bank deposits, cash and cash equivalents at
end of period

Consolidated statement of changes in equity
Total for

(NOK

Share
capital

Share

capital

premium

Translation

Other
retained

owners of

Non-

Total for

differences

earnings

the parent

controlling

the Group

company

interests

thousand)

Equity at 1 January
2013

1,000

794

(2,185)

456,951

456,560

23,266

479,826

Profit for the year

0

0

0

14,985

14,985

27,655

42,640

Total other comprehensive
income

0

0

151,286

(4,184)

147,102

2,277

149,379

Total profit for the year

0

0

151,286

10,801

162,087

29,932

192,019

Dividend paid to noncontrolling interests

0

0

0

0

0

(33,065)

(33,065)

Transfer of profit for the
year from minority to
majority*

0

0

0

(4,616)

(4,616)

4,616

0

Total transactions with
owners

0

0

0

(4,616)

(4,616)

(28,449)

(33,065)

Transactions with
owners

Equity at 1 January
2014

1,000

794

149,101

463,136

614,031

24,749

638,780

Profit for the year

0

0

0

62,508

62,508

27,012

89,520

Total other comprehensive
income

0

0

58,927

(572)

58,355

394

58,749

Total profit for the year

0

0

58,927

61,936

120,863

27,406

148,269

Dividend paid to noncontrolling interests

0

0

0

0

0

(21,977)

(21,977)

Changes in non-controlling
interests

0

0

0

0

0

(4,070)

(4,070)

Transactions with
owners
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Transfer of profit for the
year from minority to
majority*

0

0

0

(1,193)

(1,193)

1,193

0

Total transactions with
owners

0

0

0

(1,193)

(1,193)

(24,854)

(26,047)

Equity at 1 January
2015

1,000

794

208,028

523,879

733,701

27,301

761,002

Profit for the year

0

0

0

64,083

64,083

20,305

84,388

Total other comprehensive
income

0

0

57,225

4,673

61,898

1,663

63,561

Total profit for the year

0

0

57,225

68,756

125,981

21,968

147,949

Dividend paid to noncontrolling interests

0

0

0

0

0

(25,429)

(25,429)

Changes in non-controlling
interests

0

0

0

(5,912)

(5,912)

(1,203)

(7,115)

Transfer of profit for the
year from minority to
majority*

0

0

0

(8,966)

(8,966)

8,966

0

Total transactions with
owners

0

0

0

(14,878)

(14,878)

(17,666)

(32,544)

1,000

794

265,253

577,757

844,804

31,603

876,407

Profit for the period

0

0

0

(17,940)

(17,940)

8,367

(9,031)

Total other comprehensive
income

0

0

-45,670

0

(45,670)

2,611

(43,059)

Total profit for the
period

0

0

(45,670)

(17,940)

(63,610)

10,978

(52,632)

Dividend paid to noncontrolling interests

0

0

0

0

0

(21,626)

(21,626)

Changes in non-controlling
interests

0

0

0

(50,317)

(50,317)

(7,933)

(58,250)

Transfer of profit for the
period from minority to
majority*

0

0

0

1,000

1,000

(1,000)

0

Total transactions with
owners

0

0

0

(49,317)

(49,317)

(30,559)

(79,876)

Equity at 30 September
2016

1,000

794

219,583

510,500

731,877

12,022

743,899

Transactions with
owners

Equity at 1 January
2016

Transactions with
owners
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B.8

Selected key pro
forma financial
information

Not applicable.
information.

There

is

no

pro

forma

financial

B.9

Profit forecast or
estimate

Not applicable. No profit forecasts or estimates are
made.

B.10

Qualifications in the
audit report on the
historical financial
information

Not applicable. There are no qualifications in the audit
reports.

B.11

Working capital

The Company is of the opinion that the working capital
available to the Group, is sufficient for the Company's
present requirements, for the period covering at least
12 months from the date of this Prospectus
Section C - Securities

C.1

Type and class of
securities admitted
to trading and
identification
number

The Company has one class of shares in issue and all
shares provide equal rights in the Company. Each of the
Shares carries one vote. The Shares have been created
under the Norwegian Public Limited Companies Act and
are registered in book-entry form with the VPS under
ISIN NO 001 0776875.

C.2

Currency

The Shares are denominated in NOK.

C.3

Number of shares
and par value

The Company’s current share capital is NOK 1,000,000
divided into 50,000,000 shares, each with a nominal
value of NOK 0.02.

C.4

Rights attached to
the securities

Each Share carries one vote and has equal rights to
dividend. All the Shares are validly issued and fully
paid. All of the Company’s shareholders have equal
voting rights.

C.5

Restrictions on free
transferability

The Articles of Association do not provide for any
restrictions on the transfer of Shares, or a right of first
refusal upon a transfer of Shares. Share transfers are
not subject to approval by the Board of Directors.

C.6

Admission to trading

The Company will apply for admission to trading of the
Shares on Oslo Børs on 21 November 2016. The board
of directors of Oslo Børs is expected to consider the
listing application on 25 November 2016. The Company
expects that the listing application will be approved
subject to certain conditions such as spread of shares,
number of shareholders and the Company raising gross
proceeds of at least NOK 635 million. The Company
expects to satisfy such conditions in connection with the
Offering.

C.7

Dividend policy

In deciding whether to propose a dividend and in
determining the dividend amount, the Board of
Directors will have to comply with legal restrictions, as
set out in the Norwegian Public Limited Companies Act
and take into account the Company’s capital
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requirements,
including
capital
expenditure
requirements, its financial condition, general business
conditions and any restrictions pursuant to its
contractual arrangements in place at the time, in
addition to the maintenance of appropriate financial
flexibility. Except in certain specific and limited
circumstances set out in the Norwegian Public Limited
Companies Act, the amount of dividends paid may not
exceed the amount recommended by the Board of
Directors.
The Company will initially target a dividend pay-out
ratio of 50-70% of the Company’s net profit for the
year, with the dividend for the financial year 2016
expected to be at the low end of the range. The
proposal to pay a dividend in any year is, in addition to
the legal restrictions as set out in Section 5.2 “Legal
constraints on the distribution of dividends”, further
subject to any restrictions under the Company’s
borrowing
arrangements
or
other
contractual
arrangements in place at the time.
There can be no assurance that a dividend will be
proposed or declared in any given year. If a dividend is
proposed or declared, there can be no assurance that
the dividend amount or percentage will be as
contemplated above.
The Company has not distributed dividends for the
years 2015, 2014 and 2013.
Section D - Risks
D.1
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Key information on
the key risks that
are specific to the
issuer or its industry

The key risks relating to the Group and the industry in
which it operates are the following:


The Group operates in a very competitive industry
and competitive pressures could have a material
adverse effect on its business;



New products and new variants of existing
products are an important part of the Group's
growth strategy, and the success of new products
and new variants of existing products is inherently
uncertain.



The Group may be unsuccessful in fulfilling its
acquisition strategy.



The Group's operating results and financial
condition may be adversely affected if it acquires
businesses or enters into joint ventures that do
not perform as expected or that are difficult to
integrate.



Demand for wine and spirits products may be
adversely affected by changes in consumer
preferences.
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If the social acceptability of the Group's products
declines, its revenue and business could be
materially adversely affected.



The Group's success depends on retaining key
personnel and attracting highly skilled individuals.



Inconsistent quality or contamination of the
Group's products or similar products in the same
categories as the Group's products could harm the
integrity and reputation of, or customer support
for, the Group's brands and/or products and
adversely affect the sale of those brands/products.



Changes in the prices or availability of supplies,
raw materials and finished products could have a
material adverse effect on the Group's business



The Group's revenue is subject
fluctuations in consumer demand.



The Group's operating results may be adversely
affected by disruption to its production and
storage facilities.



The Group may be affected by litigation directed
at the alcoholic beverages industry and other
litigation.



The Group's operations may be disrupted if it is
unable to enter into or maintain agreements with
wine producers.



The credit risk among certain customers in the
Hotels, Restaurants and Catering (“HoReCa”)
market
may
affect
the
Group's
revenue
negatively.



The Group may be exposed to tax liabilities
resulting from certain tax audits.



The Group could be subject to unexpected needs
for liquidity, which could be exacerbated by
factors beyond its control, including adverse
capital and credit market conditions.



The Group is exposed to foreign currency
exchange rate risk that could affect operating
results and comparability of results between
financial reporting periods.



The Group may be adversely impacted by
fluctuations in interest rates, mainly through
interest expense.



The Group's operating results may be adversely
affected by a breakdown of its IT-systems or a
failure to develop those systems.



The Group may be exposed to liabilities under
anti-corruption laws and any violation of such laws

to

seasonal

could have a material adverse effect on the
business.
The key risks relating to the laws and regulations
subject to the Group's activities are the following:


Regulatory decisions and changes related to
alcohol monopolies in the Group's core markets
could limit its business activities and profits.



The Group is subject to extensive regulations
limiting advertising, promotions, distributions and
access to its products, and these regulations and
any changes to these regulations could limit its
business activities.



The Group's business and production facilities are
subject to significant governmental regulation and
failure to comply with such regulations or any
changes in such regulations could result in
interruptions to supply and increased costs.



The Group is subject to extensive regulations
regarding the production and sale of its products
and changes to these regulations could increase
costs and decrease demand for its products.



Increases in taxes, particularly increases to excise
duties, could adversely affect demand for the
Group's products.



The Group is subject to stringent labour and
employment laws in certain jurisdictions in which
it operates.



The Group may not be able to protect
intellectual property rights.

its

Should any of the risks materialise, individually or
together with other circumstances, they could have a
material and adverse effect on the Group and/or its
business, financial condition, results of operations, cash
flows and/or prospects, which could cause a decline in
the value and trading price of the Company's shares,
resulting in the loss of all or part of an investment in
the Company's shares.
D.3
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Key information on
the key risks that
are specific to the
securities

The key risks relating to the Shares are the following:


The Group will incur increased costs as a result of
being a publicly traded company



The price
significantly



There is no existing market for the Shares, and an
active trading market may not develop



Future sales, or the possibility for future sales,
including by the Selling Shareholders, of

of

the

Shares

could

fluctuate

substantial numbers of Shares could affect the
Shares’ market price


Future issuances of Shares or other securities
could dilute the holdings of shareholders and could
materially affect the price of the Shares



Pre-emptive rights to subscribe for Shares in
additional issuances could be unavailable to U.S.
or other shareholders



Investors could be unable to exercise their voting
rights for Shares registered in a nominee account



The transfer of Shares is subject to restrictions
under the securities laws of the United States and
other jurisdictions



The Company’s ability to pay dividends in
accordance with its dividend policy or otherwise is
dependent on the availability of distributable
reserves and the Company may be unable or
unwilling to pay any dividends in the future



Investors could be unable to recover losses in civil
proceedings in jurisdictions other than Norway



Norwegian law could limit shareholders’ ability to
bring an action against the Company



Exchange rate fluctuations could adversely affect
the value of the Shares and any dividends paid on
the Shares for an investor whose principal
currency is not NOK



Market interest rates could influence the price of
the Shares

Should any of the risks materialise, individually or
together with other circumstances, they could have a
material and adverse effect on the Group and/or its
business, financial condition, results of operations, cash
flows and/or prospects, which could cause a decline in
the value and trading price of the Company's shares,
resulting in the loss of all or part of an investment in
the Company's shares.
Section E - Offer
E.1

E.2a
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The total net
proceeds and an
estimate of the total
expenses

Subject to the completion of the Offering, the Company
will raise gross proceeds of up to NOK 775 million
through issuance of the New Shares.

Reasons for the

The Listing is an important element in the Group's

Assuming that the Company raises gross proceeds of
NOK 775 million, the Company estimates that expenses
in connection with the Offering and the Listing, which
will be paid by the Company, will amount to
approximately NOK 35 million.

Offering and use of
proceeds

strategy. Through the Listing, the Company aims to
provide a regulated marketplace for trading of its
Shares. In addition, the Company believes that the
Listing will help to further strengthen the Group's profile
in the markets in which it operates.
The primary purpose of the Offering is to strengthen the
strategic and financial position of the Group.
The net proceeds will be used as follows:
(i)
NOK 225 million will be used to repay the
Factoring Agreement
(ii) NOK 165 million will be used to repay secured but
unguaranteed
non-current
liabilities
to
financial
institutions
(iii) NOK 107 million will be used to repay secured but
unguaranteed
non-current
liabilities
to
financial
institutions (net of repayment of the non-current
liabilities to financial institutions in place before the
offering of NOK 786 million, repayment of an interest
swap of NOK 12 million and the unsecured and
unguaranteed Term Facility of NOK 692 million adjusted
for arrangement fee)
(iv) NOK 61 million will be used to repay a secured but
unguaranteed bank overdraft facility (net of repayment
of the revolving credit facility in place before the
Offering and the drawing of the Revolving Facility of
NOK 112 million)
(v) NOK 181 million will be used to cash settle the
Minority Options and the Synthetic Shares and
Synthetic Options, whereof NOK 57 million is related to
the Minority Options and NOK 124 million is related to
the Synthetic Shares and Synthetic Options.

E.3

Terms and
conditions of the
Offering

The Offering consists of a primary offering of a number
of new Shares, which will raise gross proceeds of up to
NOK 775 million and up to 18.1 million existing shares,
all of which are validly issued and fully paid-up
registered Shares with a par value of NOK 0.02, offered
by the Selling Shareholders. In addition to the up to
18.1 million existing Shares that will be offered, the
Principal Shareholder has an option to sell an additional
number of existing Shares representing up to 20% of
the number of New Shares and the up to 18.1 million
existing Shares.
In addition, the Joint Global Coordinators may elect to
over-allot a number of Additional Shares, equalling up
to approximately 15% of the Offer Shares. The Principal
Shareholder has granted to the Joint Global
Coordinators (i) an Over-Allotment Option, which may
be exercised on behalf of the Joint Global Coordinators
by ABGSC as Stabilisation Manager, to borrow a
corresponding number of additional Shares to cover any
such allotment and (ii) the Greenshoe Option which may
be used to acquire up to such number of additional
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Shares in order to re-deliver the borrowed Shares.
The Offering will comprise of:


The Institutional Offering, in which Offer Shares
are being offered (i) to institutional and
professional investors in Norway (ii) to investors
outside Norway and the United States pursuant to
applicable exemption from local prospectus
requirements and other filing requirements, and
(iii) in the United States to a limited number of
QIBs in reliance on Rule 144A under the U.S
Securities Act. The Institutional Offering is subject
to a lower limit per application of NOK 2,000,000.



The Retail Offering, in which Offer Shares are
being offered to the public in Norway, subject to a
lower limit per application of an amount of NOK
10,500 and an upper limit per application of an
amount of NOK 1,999,999 for each investor.
Investors who intend to place an order in excess
of NOK 1,999,999 must do so in the Institutional
Offering. Multiple applications by one applicant in
the Retail Offering will be treated as one
application with respect to the maximum
application limit.



The Employee Offering, in which Offer Shares are
being offered to Eligible Employees (as defined
herein). Eligible Employees participating in the
Employee Offering will receive full allocation for
any application. Each Eligible Employee, other
than employees participating in the Company's
new co-investment and share matching program,
will receive a 20% discount on the aggregate
amount payable for the Offer Shares allocated to
such employee, subject to a maximum discount of
NOK 1,500. Multiple applications by one applicant
in the Employee Offering will be treated as one
application with respect to the discount.

The Company and the Principal Shareholder have,
together with the Joint Bookrunners, set an Indicative
Price Range for the Offering from NOK 39 to NOK 45 per
Offer Share.
The Bookbuilding Period for the Institutional Offering
will last from 21 November 2016 at 9:00 hours (CET) to
29 November 2016 at 14:00 hours (CET). The
Application Period during which applications for Offer
Shares in the Retail Offering and the Employee Offering
will be accepted will last from 21November 2016 at
9:00 hours (CET) to 29 November 2016 at 12:00 hours
(CET). The Principal Shareholder and the Company, in
consultation with the Joint Bookrunners, may shorten or
extend the Bookbuilding Period nad/or Application
Period at any time, on one or several occasions.
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The Joint Bookrunners expect to issue notifications of
allocation of Offer Shares in the Institutional Offering on
or about 30 November 2016, by issuing contract notes
to the applicants by mail or otherwise. Payment by
applicants in the Institutional Offering will take place
against delivery of Offer Shares. Delivery and payment
for Offer Shares is expected to take place on or about
30 November 2016.
ABGSC, acting as settlement agent for the Retail
Offering and the Employee Offering, expects to issue
notifications of allocation of Offer Shares in the Retail
Offering and the Employee Offering on or about 30
November 2016, by issuing allocation notes to the
applicants by mail or otherwise.
The due date of payment in the Retail Offering and the
Employee Offering is on or about 2 December2016.
Subject to timely payment by the applicant, delivery of
the Offer Shares allocated in the Retail Offering and the
Employee Offering is expected to take place on or about
5 December 2016.
It has been provisionally assumed that 90-99% of the
Offering will be allocated in the Institutional Offering
and that 1-10% of the Offering will be allocated in the
Retail Offering and the Employee Offering.
E.4

Material interests in
the Offering

The Joint Bookrunners or their affiliates have provided
from time to time, and may provide in the future,
investment and commercial banking services to the
Company and its affiliates in the ordinary course of
business, for which they may have received and may
continue to receive customary fees and commissions.
The Joint Bookrunners do not intend to disclose the
extent of any such investments or transactions
otherwise than in accordance with any legal or
regulatory obligation to do so. The Joint Bookrunners
will receive a management fee in connection with the
Offering, which will be an amount equal to a determined
percentage of the gross proceeds raised in the Offering,
including a discretionary element and, as such, have an
interest in the Offering.
Several current and former members of the Company's
management hold synthetic options and/or synthetic
shares as part of the Company's co-investment
program. The Company has resolved to cash settle any
such synthetic options and synthetic shares on the first
day of Listing. Most of these persons are under an
obligation to reinvest 30 % (in case of the CEO 50%) of
their net gain after tax from the cash settlement of the
synthetic options and synthetic shares by subscribing
for shares in the Company at a subscription price
corresponding to the final offer price in the Offering.
The CEO and CFO of Vectura AS (The Group's
distribution business area) are each entitled to a one off
bonus of NOK 1 million and NOK 500,000 respectively in
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connection with the Listing. In addition, two of the
employees in the Group are entitled to non-material
bonuses in connection with the Listing.
The Selling Shareholders will receive net proceeds from
the sale of the Sales Shares.
Beyond the above-mentioned, the Company is not
aware of any interest, including conflicting ones, of any
natural or legal persons involved in the Offering.
E.5

Selling shareholders
and lock-up
agreements

The Selling Shareholders are Ratos, Hoff, and 13 former
or current employees or board members of Arcus.
The Selling Shareholders are offering to sell up to 18.1
million Sale Shares in the Offering. In addition, Ratos
has the option to sell an additional number of Shares
representing up to 20% of the number of New Shares
and the up to 18.1 million existing Shares. Assuming
the Offer Price is set at the mid-point of the Indicative
Price Range, the maximum number of Sale Shares and
Additional Shares are sold, the Offering will amount up
to 50,447,829 Offer Shares, representing up to 73.7%
of the Shares in issue following the Offering.
Ratos will retain a shareholding in the Company of at
least 19.1% following the Offering assuming that the
maximum number of Sale Shares are sold by Ratos and
the Over-Allotment Option is exercised in full.
The Company is subject to a 12 month lock-up.
The Selling Shareholders are subject to a 6 month lockup.
The members of the Company's Management and the
chairman of the Board of Directors holding shares are
subject to a 12 month lock-up period.

E.6

Dilution resulting
from the Offering

The issuance of New Shares in the Offering may result
in the number of Shares in the Company amounting to
a maximum of 69,871,794, assuming the Offer Price is
set at the low-end of the Indicative Price Range, which
corresponds to a dilution for the existing shareholders
of approximately 28.4% and a minimum of 67,222,222,
assuming the Offer Price is set at the high end of the
Indicative Price Range, which corresponds to a dilution
for the existing shareholders of approximately 25.6%.

E.7

Estimated expenses
charged to investor

Not applicable. No expenses or taxes will be charged by
the Company or the Joint Bookrunners to the applicants
in the Offering.
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2.

RISK FACTORS

An investment in the Company and the Offer Shares involves inherent risks. Before
making an investment decision with respect to the Offer Shares, investors should
carefully consider the risk factors set forth below and all information contained in this
Prospectus, including the Financial Statements and related notes. The risks and
uncertainties described in this Section 2 are the principal known risks and uncertainties
faced by the Group as of the date hereof that the Company believes are relevant to an
investment in the Offer Shares.
An investment in the Offer Shares is suitable only for investors who understand the risks
associated with this type of investment and who can afford to lose all or part of their
investment. The absence of negative past experience associated with a given risk factor
does not mean that the risks and uncertainties described in that risk factor are not a
genuine potential threat to an investment in the Offer Shares. If any of the following
risks were to materialise, individually or together with other circumstances, they could
have a material and adverse effect on the Group and/or its business, financial condition,
results of operations, cash flows and/or prospects, which could cause a decline in the
value and trading price of the Offer Shares, resulting in the loss of all or part of an
investment in the Offer Shares.
The order in which the risks are presented does not reflect the likelihood of their
occurrence or the magnitude of their potential impact on the Group’s business, financial
condition, results of operations, cash flows and/or prospects. The risks mentioned herein
could materialise individually or cumulatively. The information in this Section 2 is as of
the date of this Prospectus.
2.1

Risk factors related to the business of the Group and the industry in
which the Group operates

2.1.1

The Group operates in a very competitive industry and competitive pressures
could have a material adverse effect on its business

The alcoholic beverage sale and distribution industry in the geographic markets in which
the Group operates is intensely competitive. The principal competitive factors in this
industry include product range, pricing, product quality, distribution capabilities and
responsiveness to changing consumer preferences and demand, with varying emphasis
on these factors depending on the market and the product.
As a producer of spirits, aquavit in particular, in the Nordic region and Germany, the
Group faces competition from local and international producers. Other market
participants have sought to increase their sales and distribution capabilities by, for
example, introducing new products to compete with the Group's products, including
products that directly compete with aquavit. The Group's revenue and market share
could suffer if these new competing products perform well, or if competing products are
offered at prices that are lower than the prices of the Group’s products. Furthermore, the
Group may be unable to implement price increases on its products.
The Group may also face increased competition from multinational alcoholic beverage
companies seeking to enter the Group's core markets by introducing their own brands or
by acquiring local brands. Furthermore, a decline in consumer demand in the Group's
core geographic and product markets could intensify competition in the regions in which
the Group operates. Increased competition and unanticipated actions by competitors,
including strict pricing policies, could lead to downward pressure on prices or a decline in
the Group's market share, which may affect the Group's operations and hinder its growth
potential. Any of the foregoing could have a material adverse effect on the Group’s
prospects, results of operations and financial condition.
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2.1.2

New products and new variants of existing products are an important part of the
Group's growth strategy, and the success of new products and new variants of
existing products is inherently uncertain

Product innovation is a significant part of the Group’s plans for future growth. However,
the launch of new products and new variants of existing products is an inherently
uncertain process. The profitable lifespan of those products is also uncertain and it
largely depends on the consumer reaction to such products. For example, an
unsuccessful launch of a new product may give rise to inventory write-offs and have an
adverse impact on consumer perception of other more established brands of the Group,
just as the success of a new product could reduce revenue from other existing Group
brands. In addition, the Group cannot guarantee that it will continuously develop
successful new products or new variants of existing products nor predict how consumers
will react to new products. Failure to launch new products and/or new variants of existing
products successfully could hinder the Group’s growth potential and cause the Group to
lose market share.
Any of the foregoing could have a material adverse effect on the Group's prospects,
results of operations and financial condition.
2.1.3

The Group's success depends on retaining key personnel and attracting highly
skilled individuals

The Group's success depends substantially upon the efforts, abilities and relationships of
key personnel and its ability to retain such personnel.
The executive management team has significant experience in the international alcoholic
beverages industry and the import industry and has made an important contribution to
the Group's growth and success. The loss of the services of any member of the executive
management team of the Group or of the management of any of the subsidiaries of the
Group, e.g. key persons involved in the Group's wine agency entities, could have an
adverse effect on the Group’s operations. Competition for highly skilled individuals is
intense. The Group may not be successful in attracting and retaining such individuals in
the future, which could have a material adverse effect on the Group’s prospects, results
of operations and financial condition. The loss of certain individuals in non-managerial
positions may also have a material adverse effect on the Group's business where such
individuals possess specialised knowledge that is not easily replaceable, such as the
knowledge necessary to ensure product development in relation to aquavit.
2.1.4

The Group's operations may be disrupted if it is unable to enter into or maintain
agreements with wine producers

For certain products, wine in particular, the Group enters into supplier agreements with
several producers which gives the Group right to distribute their products to the Nordic
monopoly market and on an exclusive basis. Although the Group has entered into written
supplier agreements with several producers, the majority of the agreements are, in line
with the industry standard, oral and can be terminated upon a short notice period. The
agreements typically run until one of the parties decide to terminate the agreement. The
producers will normally terminate agreements if the development in sale is considered to
be unsatisfying. In order to maintain and extend the duration of the agreements, the
Group is dependent on good relations between individuals employed by Arcus and the
individual producers. Any termination of these agreements or a dispute with a producer
could result in disruption of the Group's normal distribution channels, incurrence of
breakage costs and loss of sales. Furthermore, the market life cycle of many wines is
limited. In order to develop its product portfolio, Arcus is dependent on the continuous
replacement of certain supplier agreements.

27

2.1.5

The Group is exposed to foreign currency exchange rate risk that could affect
operating results and comparability of results between financial reporting periods

The Group is subject to foreign currency exchange risk in its transactions because its
business involves transactions mostly in euros, but also in other currencies, to its wide
distribution market and sourcing of raw materials and finished goods in various
jurisdictions. To the extent that it has incurred expenses that are not denominated in the
same currency as related revenue, exchange rate fluctuations could cause the Group's
expenses to increase as a percentage of its revenues.
The Group generates revenue primarily in Norwegian kroner and in Swedish kroner and a
large portion of the Group’s assets and liabilities are denominated in these currencies.
Translation risk arises from the fact that, for each accounting period, the Group needs to
translate into Norwegian Kroner (NOK) the foreign currency statements of financial
position and income statements of its subsidiaries whose functional currency is not in
Norwegian Kroner (NOK), in order to prepare the consolidated accounts of the Group.
This currency translation can cause unexpected fluctuations in both the statement of
financial position and the income statement. As a result, movements in the exchange
rate of the Norwegian krone against the Swedish krone, euro and other currencies in
which the Group's subsidiaries' assets and liabilities are denominated could create
translation adjustments in financial statements and affect the Group's results of
operations and financial condition.
2.1.6

The Group's operating results may be adversely affected by a breakdown of its
IT-systems or a failure to develop those systems

The Group uses information technology systems for the processing, transmission and
storage of electronic data relating to its operations and financial reporting, as well as for
the production, operation and logistics facilities. A significant portion of communications
among the Group's personnel, customers and suppliers relies on the efficient
performance of information technology systems.
Despite the Group's security measures and back-up systems, its information technology
and infrastructure may be vulnerable to attacks by hackers, computer viruses or
malicious code or may be breached due to employee error, malfeasance or affected by
other disruptions, including as a result of natural disasters or telecommunications
breakdown or other reasons beyond the Group’s control. If one or more such events
occur, it could cause disruptions or delays to the Group’s operations and result in the loss
of confidential information, which could expose the Group to liability and cause its
business and reputation to suffer. Any of the foregoing could have a material adverse
effect on the Group’s prospects, results of operations and financial condition.
2.1.7

Demand for wine and spirits products may be adversely affected by changes in
consumer preferences

The Group's success depends heavily on maintaining the equity of its brands and
products offered to the Nordic monopolies by adapting to the changing needs and
preferences of its customers and ultimately end-consumers. Consumer preferences may
shift due to a variety of factors that are difficult to predict and over which the Group has
no control, including changes in demographic and social trends, public health regulations
or economic conditions. There may be a shift in consumer preferences and the
consumption of certain beverages resulting in a decrease in the consumption of spirits as
a whole. In addition, there could be further shifts in consumer preferences as a result of
which one category of spirits becomes more popular than another. Any such shift could
have a materially adverse impact on the Group if, for example, the shift is to a category
of spirits with lower profitability or to a category of spirits which the Group does not
produce or distribute.
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Any significant changes in consumer preferences or any failure to anticipate and react to
such changes could result in reduced demand for the Group’s products and weaken its
competitive position. The impact of any such change could be exacerbated if any such
shift affects a key brand of the Group. For example, Gammel Opland and Aalborg
Akvavit, two of the Group’s aquavit products, are important contributors to the Group’s
revenue and, therefore, changes in consumer preference for these products or for spirits
more generally, could have a material adverse effect on the Group's prospects, results of
operations and financial condition.
2.1.8

If the social acceptability of the Group's products declines, its revenue and
business could be materially adversely affected

Consumption of certain beverages with higher alcohol content has declined in some
countries in Europe due to a variety of factors that have affected society’s attitudes
towards drinking and governmental policies that follow from those attitudes. These
include increasing general health consciousness, accidents caused by, or otherwise
related to, alcohol consumption, awareness of the social cost of excessive drinking and
underage drinking, drinking and driving regulations, a trend toward healthier or low
calorie beverages such as diet soft beverages, juices and mineral water products and, in
some jurisdictions, increased national and local taxes on alcoholic beverages. These
factors could affect the social acceptability of alcoholic beverages and increase
governmental regulation of the industry in the markets in which the Group operates.
Alcohol critics and anti-alcohol lobbyists increasingly seek governmental measures to
make alcoholic beverages more expensive, less available and more difficult to advertise
and promote, including through the imposition of more onerous labelling requirements.
Negative publicity regarding the health and dietary effects of alcohol consumption,
regulatory action or any litigation or customer complaints against companies in the
industry may negatively impact the social acceptability of the Group's products,
especially if future research indicated more widespread serious health risks associated
with alcohol consumption. This may have a material adverse effect on the Group’s
prospects, results of operations and financial condition.
2.1.9

Inconsistent quality or contamination of the Group's products or similar products
in the same categories as the Group's products could harm the integrity and
reputation of, or customer support for, the Group's brands and/or products and
adversely affect the sale of those brands/products

The success of the Group’s brands depends upon the positive image that consumers have
of those brands. A lack of consistency in the quality of products or contamination of the
Group’s products, whether occurring accidentally or through deliberate third-party action,
could harm the integrity of, or consumer support for, those brands and could adversely
affect their sales. Further, a lack of consistency in the quality of or contamination of
products similar to the Group's products or in the same categories as the Group’s
products howsoever arising could, by association, harm the integrity of or consumer
support for the Group's brands, and could adversely affect sales.
In addition, the Group purchases a large proportion of the raw materials for the
production and packaging of its products from third-party producers or on the open
market. It may be subject to liability if contaminants in those raw materials, mislabelling
of raw materials or defects in the distillation or bottling process lead to low beverage
quality or illness or injury to consumers. In addition, the Group may voluntarily recall or
withhold from distribution, or be required to recall or withhold from distribution, products
in the event of contamination or damage. Although no harm to consumers in certain
cases is likely, this or similar incidents may affect the Group's reputation and its financial
results. A significant product liability judgment or a widespread product recall may
negatively impact the reputation of the affected product or of all of the Group’s brands
for a period of time depending on product availability, competitive reaction and consumer
attitudes. Even if a product liability claim is unsuccessful or is not fully pursued, resulting
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negative publicity could adversely affect the Group's reputation and brand image, which
may have a material adverse effect on the Group's prospects, results of operations and
financial condition.
2.1.10 Changes in the prices or availability of supplies, raw materials and finished
products could have a material adverse effect on the Group's business
Commodity price changes may result in increases in the cost of raw materials and
packaging materials for the Group’s products due to a variety of factors outside the
Group's control, such as global supply and demand, fuel/transport costs, weather
conditions, agricultural uncertainty, crop failures and governmental controls. Similarly,
the Group may experience that its suppliers of finished products may experience the
same difficulties with its deliveries of raw material, and thus not be able to supply the
Group with ordered finished products in a timely manner, or at all.
The Group may not be able to pass on increases in the costs to its customers, particularly
with respect to the consumers' preferences. Even if it is able to pass on cost increases,
the adjustments may not be immediate and may not fully offset the extra costs or may
cause a decline in sales volumes. If the Group is unable to manage the prices and
availability of its raw materials and finished products effectively, this could have a
material adverse effect on the Group's prospects, results of operations and financial
condition.
The Group's products also use a number of raw materials and ingredients and packaging
materials, such as glass bottles, purchased from third-party suppliers. The Group
maintains relationships with a variety of suppliers, but the imposition of onerous
contractual terms in a supply contract with a key supplier, the termination of the supply
contract with Arcus' sole supplier of potato sprits or the consolidation of suppliers could
have a material adverse effect on the Group's profitability and/or the loss of a key
supplier could result in a disruption of the Group's business.
2.1.11 The Group's revenue is subject to seasonal fluctuations in consumer demand
The Group's business is affected by holiday and seasonal consumer buying patterns. The
Group typically generates a large amount of its revenue and cash during the fourth
quarter of each fiscal year as customers and distributors increase stock for the Christmas
and New Year season (November and December) and other key holidays, and the
Group's sales are generally lower in the first quarter of each fiscal year. If a major
unexpected adverse event occurred during this period, such as a natural disaster,
pandemic or economic or political crisis, this may result in a significant reduction in
revenue, and, consequently, a disproportionate deterioration in full-year earnings.
Similarly, changes in temperature such as extreme hot spells in the summer or
extremely cold temperatures in the winter can result in temporary changes in consumer
preferences and impact demand for the types of alcoholic beverages the Group produces
and distributes.
2.1.12 The Group's operating results may be adversely affected by interruption to its
production and storage facilities
The Group operates one main production and bottling site at Gjelleråsen, Norway. The
Group would be affected if there were a significant interruption to its main facilities at
Gjelleråsen. As alcohol is highly inflammable, fire is a risk to the Group's facilities and
employees, particularly at its production and storage sites. The measures which the
Group has in place to mitigate this risk may prove to be insufficient or ineffective. If
there were a technical failure, fire, explosion or any other event resulting in a major or
prolonged disruption at any of its facilities, this could result in a significant loss in
production capacity and significant costs and/or regulatory action, legal liability or
damage to the Group's reputation, all of which could have a material adverse effect on
the Group's prospects, results of operations and financial condition. Since the Group's IT
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systems are connected to its production facilities, a technical failure in the IT system
could lead to a breakdown in both production and delivery of goods. The Group does not,
as of the date of this Prospectus, have external back up for their various IT systems
outside of its production facilities at Gjelleråsen, which could lead to a significant loss if
anything where to happen to its production facility. Although the Group carries insurance,
not all risks may be covered by its policies, and any insurance coverage available may be
insufficient to cover some or all losses associated with damage to its property assets or
other assets, loss of income or other costs. In particular, certain types of risk (such as
risks of war or terrorist acts, certain natural disasters or weather catastrophes such as
flooding) could be, or could become in the future, uninsurable or not economically
insurable. The Group could incur significant losses or damage to its assets or business for
which it may not be compensated fully or at all.
2.1.13 The Group may be affected by litigation directed at the alcoholic beverages
industry and other litigation
The Group, like many companies in the alcoholic beverages industry, is and may in the
future be subject to litigation in the ordinary course of its operations such as intellectual
property claims, product liability claims, product labelling disputes and administrative
claims. If such litigation results in fines or damages, payments, or the Group are being
required to alter its trademarks, labels or packaging, or causes reputational damage to
the Group or its brands, the Group’s business could be materially adversely affected.
Significant claims or a substantial number of small claims may also be expensive to
defend and may divert time and money away from the Group's operations, which could
disrupt the Group's operations and have a material adverse effect on the Group’s results
of operations and financial condition. In addition, litigation and complaints from
consumers or government authorities relating to beverage quality, illness, injury, alcohol
abuse, illegal sales, targeted advertising of alcoholic beverages to underage consumers
and health concerns or other issues resulting from excessive alcohol consumption may
affect the industry as a whole. Any such litigation or adverse publicity and any future
governmental restrictions regarding the production, marketing, advertising, sale or
consumption of alcoholic beverages sold due to any such litigation may result in a
significant reduction in the Group's revenue.
2.1.14 The credit risk among certain customers in the HoReCa market may affect the
Group's revenue negatively
In addition to distribute and sell alcoholic beverages to the national monopolies in the
Nordics and to several duty-free shops, the Group's operational activities is concentrated
to the HoReCa market. The financial situation of some of the players in this market is in
general weak, which could affect their ability to meet their contractual obligations to the
Group.
2.1.15

The Group may be unsuccessful in fulfilling its acquisition strategy

Part of the Group's strategy is to acquire additional businesses in the future, subject to
the availability of suitable opportunities, particularly across the Nordic and Northern
European region and, potentially, also in other locations. The Group may not be able to
identify or acquire suitable acquisition targets on acceptable terms. Moreover, if in the
future, the Group seeks to acquire an acquisition target that is of a significant size, it
may need to finance such an acquisition through either additional debt or equity
financing or a combination of additional debt and equity financing.
In addition, consolidation in the alcoholic beverage industry may limit the Group's
opportunities for acquisitions. Competitors may also follow similar acquisition strategies.
Existing competitors and/or new entrants, including financial investors interested in
entering the alcoholic beverage industry, may have greater financial resources available
for investments or may have the capacity to accept less favourable terms than the
Group, which may prevent the Group from acquiring target businesses and reduce the
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number of potential acquisition targets. The Group's ability to acquire new businesses
may also be restricted under applicable competition or antitrust laws. If the Group is not
able to pursue its acquisitions strategy, this could have a material adverse effect on the
Group's business and growth prospects.
2.1.16 The Group's operating results and financial condition may be adversely affected
if it acquires businesses or enters into joint ventures that do not perform as
expected or that are difficult to integrate
The Group's current strategy includes pursuing potential acquisitions across the Nordic
and Northern European region and, potentially, also other locations. These transactions
may be significant. At any particular time, the Group may be in various stages of
assessment, discussion and negotiation with regard to one or more potential acquisitions,
not all of which will be completed. The Group may also decide to expand its operations to
other countries in the future.
Acquisitions involve numerous risks and uncertainties, particularly if such acquisitions are
significant. If one or more acquisitions are completed, the operating results and financial
condition of the enlarged Group may be affected by a number of factors, including, for
example, the failure of the acquired businesses to achieve the financial results projected
in the near or long term; the assumption of unknown liabilities; the difficulties of
imposing adequate financial and operating controls on the acquired companies and their
management; preparing and consolidating financial statements of acquired companies in
a timely manner; integrating the acquired companies into the Group; the diversion of
management and other employees' time and attention from other business concerns;
cultural differences; and the failure to achieve the strategic objectives of these
acquisitions, such as cost savings and synergies.
Acquisitions may also result in cash expenditures, which could be funded through the
issuance of equity securities (as consideration or otherwise) or debt securities, or through
the incurrence of other indebtedness.
Acquisitions could also give rise to amortisation expenses related to intangible assets.
Incurrence of additional debt, amortisation expenses or acquisition-related impairments
could reduce the Group's profitability.
The Group may also choose to penetrate new markets by entering into joint ventures,
which may involve the same or similar risks and uncertainties that are involved in
acquisitions. In addition, the Group will not be able to exercise full control over joint
ventures, and would therefore be reliant, to an extent, on its joint venture partner.
2.1.17 The Group may be exposed to tax liabilities resulting from certain tax audits
The Group is subject to tax laws in the jurisdictions where it operates, where excise
duties related to alcohol is the duty with heaviest impact on the Group's operational
activities. The Group’s effective tax rate in any given financial year reflects a variety of
factors that may not be present in succeeding financial years and may be affected by the
interpretation of the tax laws of the jurisdictions in which the Group operates, or changes
to such laws. Changes in tax laws and related interpretations and increased enforcement
actions and penalties may alter the environment in which the Group does business. In
addition, certain tax positions taken by the Group are based on industry practice and
external tax advice and/or are based on assumptions and involve a significant degree of
judgment.
2.1.18 The Group could be subject to unexpected needs for liquidity, which could be
exacerbated by factors beyond its control, including adverse capital and credit
market conditions
Market conditions could subject the Group to unexpected needs for liquidity, which may
require the Group to increase its levels of indebtedness. Access to financing in the longer
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term depends on a variety of factors outside the Group’s control, such as market
conditions, the general availability of funding, the overall availability of credit to the
industry, the value of assets which may be used to secure loans, credit ratings and credit
capacity, as well as lenders’ perception of the Group’s long- or short-term financial
prospects. For example, capital and credit markets have from time to time experienced
significant volatility and disruption. From 2008 onwards, these markets exerted
downward pressure on the availability of liquidity and credit capacity. While this pressure
has lessened, this trend may not continue and credit markets may deteriorate beyond
levels seen previously.
2.1.19 The Group may be adversely impacted by fluctuations in interest rates, mainly
through interest expense
Higher interest rates and more stringent borrowing requirements, whether mandated by
law or required by lenders, could increase the Group's financing charges and reduce
profitability. Furthermore, volatile credit markets may materially adversely affect the
Group in the future through increases in interest payments.
2.1.20 The Group may be exposed to liabilities under anti-corruption laws and any
violation of such laws could have a material adverse effect on the business
The Group is subject to laws that prohibit improper payments or offers of payments to
foreign governments and their officials and political parties for the purpose of obtaining
or retaining business. Despite internal policies and controls, the Group’s activities in
certain jurisdictions may create the risk of unauthorised payments or offers of payments
by employees, consultants, sales agents or distributors, because these parties are not
always subject to the Group’s control. Existing safeguards (such as the Group's antibribery and anti-corruption policies) and any future improvements may prove to be
ineffective, and the Group’s employees, consultants, sales agents or distributors may
engage in conduct for which the Group might be held responsible. Violations of antibribery laws could result in severe criminal or civil sanctions being imposed on the Group
and the Group may be subject to other liabilities and reputational harm. In addition,
regulatory or governmental bodies may seek to hold the Group liable for successor
liability violations of these laws committed by companies in which it invests or that it
acquires. Any of the foregoing could have a material adverse effect on the Group's
prospects, results of operations and financial condition.
2.1.21 Business interruptions at the alcohol monopolies or the Group's other customers
could have a material adverse effect on the business
The Group distribute and sell alcoholic beverages to the national monopolies in the
Nordics, to several duty-free shops and the HoReCa market. General business
interruptions at its customers, especially the national monopolies could lead to significant
loss of income for the Group. Business interruptions could be caused by significant labour
disputes, such as strikes.
2.1.22 Instability in the financial markets may adversely affect the Group's business
Changes in global credit and equity markets, including market disruptions, limited
liquidity and interest rate fluctuations may increase the cost of financing or restrict the
Company’s access and ability to obtain financing on acceptable terms. Although the
Group has agreed to refinance its long-term debt indebtedness pursuant to its Senior
Facilities subject to certain conditions, including the completion of this Offering,
tightening of credit markets could make it more difficult for the Company to access
funds, refinance its existing indebtedness, enter into agreements for new indebtedness or
obtain funding through the issuance of securities. Negative trends in the credit markets
and/or financial institution failures could lead to lowered credit availability as well as
difficulty in obtaining financing. In the event of limitations to its access to credit facilities,
the Company’s liquidity, continued growth and financial condition could be adversely
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affected. Any debt financing for the Company may impose financial and other covenants
that restrict the Company’s operations, and will require interest payments that would
create additional cash demands and financial risk. Additionally, Arcus' borrowing costs
could be affected by ratings that independent rating agencies assign to the Company’s
short and long-term debt, which are based largely on Arcus' performance as measured
by credit metrics, including lease-adjusted leverage ratios.
Furthermore, the inability of key suppliers and customers to access liquidity, or the
insolvency of key suppliers or customers, could lead to their failure to deliver or buy
products to the Company. The Company’s inability to access credit and equity markets,
secure supplies or sell its products in a timely manner could have a material adverse
effect on its business, results of operations and financial condition.
2.1.23 The Group's revenues and operating results may be adversely affected by
interruptions at major suppliers' or sub-suppliers' production sites, or negative
publicity connected to social issues at these sites
The Group purchases raw material for production of alcoholic beverages as well as
finished products. Business interruptions which occur at the Group's suppliers' or subsupplier's production sites could lead to the suppliers or sub-suppliers not being able to
deliver products and material to the Group which is required for the Group's business.
The Group's suppliers, or their sub-suppliers may experience problems with their
production sites, or with delivery from their production sites due to instances of war or
terrorist acts, failure of factory, strikes, certain natural disasters or weather catastrophes
such as fires or flooding, or similar. If such instances were to occur, the Group's revenues
and operating result may be adversely affected.
Furthermore, the Group's suppliers and sub-suppliers may operate in manners which are
not considered in accordance with usual standards in Arcus' sales regions. Such suppliers
or sub-suppliers may be given fines or closed down as a result of poor working
conditions, and may furthermore attract negative publicity, which in turn may negatively
impact the demand for products from that supplier, specific brands or products from that
it's region. Such negative publicity could also affect the public perception of Arcus. This
could in turn have a material adverse effect on the Group's business, results of
operations and financial condition.
2.2

Risk factors related to laws and regulations subject to the Group's
activities

2.2.1

Regulatory decisions and changes in alcohol monopolies in the Group's core
markets could increase the Group's costs and liabilities or limit its business
activities

In Norway, Sweden and Finland, which are the Group's core markets, the retail market
for alcoholic beverages is subject to a national monopoly, giving a corporation whollyowned by the state in each of the jurisdictions the sole right to sell wine, spirits and
strong beer to the retail market. Only beverages that contain a smaller percent of alcohol
is permitted for sale in ordinary super markets and grocery stores.
In addition, as the Group's secondary market, products are also distributed from the
Group to duty-free shops on several airports and cross-border cruises in the Nordics. As
the monopoly market, the duty-free shops are also heavily regulated by the
governments, which for instance includes limitations in the quantity of alcohol allowed for
each customer to purchase without any further customs declaration.
Changes, or dissolution of the alcohol monopolies in the Nordics, or increases in the
quantity allowed procured from duty-free shops in Norway, could cause the Group to
incur material additional costs or liabilities that could adversely affect its business.
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Similarly, if countries neighbouring the Nordic countries make changes to their
regulations, and such new regulations makes alcoholic beverages cheaper or otherwise
more accessible for the retail market, consumers may choose to purchase alcoholic
beverages in these markets and import them to the Nordic countries. This may adversely
affect the Company's revenues, profitability and financial position.
2.2.2

The Group is subject to extensive regulations limiting advertising, promotions,
distributions and access to its products, and these regulations and any changes
to these regulations could limit its business activities.

Governments in the countries in which the Group operates impose prohibitions and/or
limitations on the advertising and promotion of spirits, which can range from selective
regulation to a near total ban (as is the case in Norway, where advertising and
promotional activity relating to wine, beer and spirits is restricted not only to promoting
the products, but also the trademark). These prohibitions may limit the Group's ability to
successfully launch new products or brands in key markets or new markets. In addition,
regulatory bodies in certain of the countries in which the Group operates have passed,
and other countries may pass, laws or regulations that seek to restrict or have the effect
of restricting consumer access to alcohol by, for example, controlling the times when
alcohol monopolies are allowed to sell alcohol or increasing the minimum drinking age.
Such laws or regulations or any changes to such laws or regulations may adversely affect
consumer demand for the Group's products. Furthermore, governments in which the
Group operates also impose regulations on which products that are allowed to enter the
monopoly market. Products allowed to enter is also only for sale in a limited period of
time.
In addition, these prohibitions and/or limitations act as a barrier to entry to the alcoholic
beverage markets in certain countries, which, if removed, could allow more competitors
to enter the market in which the Group operates. If the restrictions on the advertising,
promotion and distribution to the monopolies were to be removed or their scope reduced
in any way, this could lower or remove the potential barrier to entry and encourage other
businesses to enter the markets. Any resulting competition could have a material adverse
effect on the Group's prospects, results of operations and financial condition.
2.2.3

The Group's business and production facilities are subject to significant
governmental regulation and failure to comply with such regulations or any
changes in such regulations could result in interruptions to supply and increased
costs

In the countries in which the Group operates, the production, trade and distribution of
alcohol are subject to strict regulations and the Group is required to obtain various
administrative permits and approvals to carry out its business. Failure to comply with
applicable regulations, including tax regulations, can result in punitive sanctions and loss
of the permits or approvals required to operate the Group’s business.
The Group is also subject to numerous environmental, occupational and health and
safety laws and regulations in the countries in which it operates. The Group may incur
significant costs to maintain compliance with increasingly stringent environmental and
occupational, health and safety requirements, or to defend challenges or investigations
relating to such requirements. A failure by the Group to comply with regulations which
apply to it could result in personal injury and/or financial loss and expose the Group to
liability or sanction from governmental authorities. It could also expose the Group to
negative publicity and the Group's reputation could suffer. Any of the foregoing could
have a material adverse effect on the Group's prospects, results of operations and
financial condition.
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2.2.4

The Group is subject to extensive regulations regarding the production and sale
of its products and changes to these regulations could increase costs and
decrease demand for its products

The countries in which the Group operates have implemented regulations relating to the
production and sale of the Group’s products, such as labelling requirements for, and
limitations on, the ingredients permitted in spirits products. Changes to production and
sales requirements for alcoholic beverages, such as the introduction of regulations that
require any potential adverse effects of alcohol consumption to be highlighted on product
labels or a ban on the use of certain ingredients, could cause consumers to shift their
beverage preferences and result in a reduction in the Group’s revenue or in the Group
incurring additional marketing or production expenses.
2.2.5

Increases in taxes, particularly increases to excise duties, could adversely affect
demand for the Group's products

Wine and spirits are subject to excise duties and other taxes (including VAT) in each of
the countries in which the Group operates. Governments in these countries may increase
such taxes. Demand for the Group's products is generally sensitive to fluctuations in
excise duties, since excise duties generally constitute the largest component of the sales
price of spirits. The duty and excise regimes applicable to the Group's operations could
result (and have in the past resulted) in temporary increases or decreases in revenue
that are responsive to the timing of any changes in excise duties.
2.2.6

The Group is subject to stringent labour and employment laws in certain
jurisdictions in which it operates

Labour and employment laws are relatively stringent in certain jurisdictions in which the
Group operates. Some jurisdictions grant significant job protection to certain employees,
including temporary employees, such as rights on termination of employment. These
regulations, laws or requirements could increase the Group's costs or limit the Group's
flexibility to change the organizational structure, which could have a material adverse
effect on the Group's prospects and results of operations. Such laws also provide for
periodic inspections by the authorities, and any findings of violations of applicable
regulations may result in administrative, civil and punitive penalties.
In certain jurisdictions, such as Norway and Finland, some of the Group's employees are
members of unions or are represented by a works council. The Group may be required to
consult with and seek the consent, advice or opinion of the representatives of these
unions or works councils about specific matters materially affecting employees' rights and
obligations. The terms and conditions of any agreements with unions or works councils
could increase the Group’s costs or otherwise affect its ability to implement future
operational changes to enhance its efficiency and performance.
2.2.7

The Group may not be able to protect its intellectual property rights

The Group owns and licenses trademarks (for, among other things, its product and brand
names and packaging) and other intellectual property rights that are important to its
business and competitive position. The Group cannot ensure that third parties will not
infringe on or misappropriate these rights by, for example, imitating the Group’s
products, asserting rights in, or ownership of, the Group’s trademarks or other
intellectual property rights or in trademarks that are similar to trademarks that the Group
owns and licenses. In addition, the Group may fail to discover infringement of its
intellectual property, and/or any steps taken or that will be taken by it may not be
sufficient to protect its intellectual property rights or prevent others from seeking to
invalidate its trademarks or block sales of its products by alleging a breach of their
trademarks and intellectual property. Applications filed by the Group in respect of new
trademarks or patents may not be granted.
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In addition, some of the Group’s intellectual property, such as brands that are deemed
generic, may not be capable of being registered as belonging to the Group in all types of
trademarks and all classes and the Group may, therefore, have difficulty protecting such
intellectual property. Further, the Group may not be able to prevent others from using its
brands (or other intellectual property which is not registered as belonging to the Group)
at all or in a particular market.
2.3

Risk factors related to the Listing and the Shares

2.3.1

The Group will incur increased costs as a result of being a publicly traded
company

As a publicly traded company with its shares listed on Oslo Børs, the Company will be
required to comply with Oslo Børs’ reporting and disclosure requirements and with
corporate governance requirements. The Company will incur additional legal, accounting
and other expenses to comply with these and other applicable rules and regulations,
including hiring additional personnel. The Company anticipates that its incremental
general and administrative expenses as a publicly traded company will include, among
other things, costs associated with annual and quarterly reports to shareholders which
satisfy the requirements for listed companies, shareholders’ meetings, investor relations,
incremental director and officer liability insurance costs and officer and director
compensation. Any such increased costs, individually or in the aggregate, could have a
material adverse effect on the Group's financial result.
2.3.2

The price of the Shares could fluctuate significantly

The trading volume and price of the Shares could fluctuate significantly. Securities
markets in general have been volatile in the past. Some of the factors that could
negatively affect the price of the Shares or result in fluctuations in the price or trading
volume of the Shares include, for example, changes in the Group’s actual or projected
results of operations or those of its competitors, changes in earnings projections or
failure to meet investors’ and analysts’ earnings expectations, investors’ evaluations of
the success and effects of the strategy described in this Prospectus, as well as the
evaluation of the related risks, changes in general economic conditions, changes in
consumer preferences, changes in shareholders and other factors. This volatility has had
a significant impact on the market price of securities issued by many companies. Those
changes may occur without regard to the operating performance of these companies. The
price of the Shares may therefore fluctuate based upon factors that have little or nothing
to do with the Group, and these fluctuations may materially affect the price of the
Shares.
2.3.3

There is no existing market for the Shares, and an active trading market may
not develop

Prior to the Listing, there was no public market for the Shares, and there is no assurance
that an active trading market for the Shares will develop, or be sustained or that the
Shares could be resold at or above the Offer Price. The market value of the Shares can
be substantially affected by the extent to which a secondary market develops for the
Shares following the completion of this Offering.
2.3.4

Future sales, or the possibility for future sales, including by the Selling
Shareholders, of substantial numbers of Shares could affect the Shares’ market
price

The Company cannot predict what effect, if any, future sales of the Shares, or the
availability of Shares for future sales, will have on the market price of the Shares. Sales
of substantial amounts of the Shares in the public market following the Offering, or the
perception that such sales could occur, could adversely affect the market price of the
Shares, making it more difficult for holders to sell their Shares or the Company to sell
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equity securities in the future at a time and price that they deem appropriate. Although
the Company, the Selling Shareholders, Board Members and Management holding shares
have agreed to be subject to restrictions, subject to certain exceptions, on their ability to
sell or transfer their Shares for a period of 12 months and 6 months after the first day of
trading of the Shares on Oslo Børs, the Joint Global Coordinators may, in their sole
discretion and at any time, waive such restrictions on sales or transfer during this period.
Additionally, following this period, all Shares subject to lock-up will be eligible for sale or
other transfer in the public market, subject to applicable securities laws restrictions.
2.3.5

Future issuances of Shares or other securities could dilute the holdings of
shareholders and could materially affect the price of the Shares

The Company may in the future decide to offer additional Shares or other securities in
order to finance new capital-intensive projects, in connection with unanticipated liabilities
or expenses or for any other purposes. Depending on the structure of any future offering,
existing shareholders may not have the ability to subscribe for or purchase additional
equity securities. If the Company raises additional funds by issuing additional equity
securities, holdings and voting interests of existing shareholders could be diluted.
2.3.6

Pre-emptive rights to subscribe for Shares in additional issuances could be
unavailable to U.S. or other shareholders

Under Norwegian law, unless otherwise resolved at the Company’s general meeting of
shareholders (the "General Meeting"), existing shareholders have pre-emptive rights to
participate on the basis of their existing ownership of Shares in the issuance of any new
Shares for cash consideration. Shareholders in the United States, however, could be
unable to exercise any such rights to subscribe for new Shares unless a registration
statement under the U.S. Securities Act is in effect in respect of such rights and Shares
or an exemption from the registration requirements under the U.S. Securities Act is
available. Shareholders in other jurisdictions outside Norway could be similarly affected if
the rights and the new Shares being offered have not been registered with, or approved
by, the relevant authorities in such jurisdiction. The Company is under no obligation to
file a registration statement under the U.S. Securities Act or seek similar approvals under
the laws of any other jurisdiction outside Norway in respect of any such rights and
Shares, and doing so in the future could be impractical and costly. To the extent that the
Company’s shareholders are not able to exercise their rights to subscribe for new Shares,
their proportional interests in the Company will be diluted.
2.3.7

Investors could be unable to exercise their voting rights for Shares registered in
a nominee account

Beneficial owners of the Shares registered in a nominee account (through brokers,
dealers or other third parties) will be unable to vote for such Shares unless their
ownership is re-registered in their names with the VPS prior to any General Meeting.
There is no assurance that beneficial owners of the Shares will receive the notice of any
General Meeting in time to instruct their nominees to either effect such a re-registration
of their Shares or otherwise vote their Shares in the manner desired by such beneficial
owners.
2.3.8

The transfer of Shares is subject to restrictions under the securities laws of the
United States and other jurisdictions

The Shares have not been registered under the U.S. Securities Act or any U.S. state
securities laws or any other jurisdiction outside Norway and are not expected to be
registered in the future. As such, the Shares may not be offered or sold except pursuant
to an exemption from the registration requirements of the U.S. Securities Act and
applicable securities laws. See Section 17 "Selling and Transfer Restrictions". In addition,
there is no assurance that shareholders residing or domiciled in the United States or
other countries will be able to participate in future capital increases or rights offerings.
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2.3.9

The Company’s ability to pay dividends in accordance with its dividend policy or
otherwise is dependent on the availability of distributable reserves and the
Company may be unable or unwilling to pay any dividends in the future

Norwegian law provides that any declaration of dividends must be adopted by the
shareholders at the General Meeting, or by the Company’s Board of Directors in
accordance with an authorisation from the General Meeting. Dividends may only be
declared to the extent that the Company has distributable reserves and the Company’s
Board of Directors find such a declaration to be prudent when considering the size,
nature, scope and risks associated with the Company’s operations and the need to
ensure its liquidity and financial position. As the Company’s ability to pay dividends is
dependent on the availability of distributable reserves, it is, among other things,
dependent upon receipt of dividends and other distributions of value from its subsidiaries
and companies in which the Company may invest. As a general rule, the General Meeting
may not declare higher dividends than the Company's Board of Directors has proposed or
approved. If, for any reason, the General Meeting does not declare dividends in
accordance with the above, a shareholder will, as a general rule, have no claim in respect
of such non-payment, and the Company will, as a general rule, have no obligation to pay
any dividend in respect of the relevant period.
2.3.10 Investors could be unable to recover losses in civil proceedings in jurisdictions
other than Norway
The Company is a public limited company organised under the laws of Norway. The
majority of the members of the Company’s Board of Directors and Management reside in
Norway. As a result, it may not be possible for investors to effect service of process in
other jurisdictions upon such persons or the Company, to enforce against such persons
or the Company judgments obtained in non-Norwegian courts, or to enforce judgments
on such persons or the Company in other jurisdictions.
2.3.11 Norwegian law could limit shareholders’ ability to bring an action against the
Company
The rights of holders of the Shares are governed by Norwegian law and by the
Company's Articles of Association. These rights may differ from the rights of shareholders
in other jurisdictions. In particular, Norwegian law limits the circumstances under which
shareholders of Norwegian companies may bring derivative actions. For example, under
Norwegian law, any action brought by the Company in respect of wrongful acts
committed against the Company will be prioritised over actions brought by shareholders
claiming compensation in respect of such acts. In addition, it could be difficult to prevail
in a claim against the Company under, or to enforce liabilities predicated upon, securities
laws in other jurisdictions.
2.3.12 Exchange rate fluctuations could adversely affect the value of the Shares and
any dividends paid on the Shares for an investor whose principal currency is not
NOK
The Shares will be priced and traded in NOK on Oslo Børs and any future payments of
dividends on the Shares will be denominated in NOK. Investors registered in the VPS
whose address is outside Norway and who have not supplied the VPS with details of any
NOK account, will, however, receive dividends by check in their local currency, as
exchanged from the NOK amount distributed through the VPS. If it is not practical in the
sole opinion of Nordea Bank Norge ASA ("Nordea") being the Company’s VPS Registrar,
to issue a check in a local currency, a check will be issued in USD. The issuing and
mailing of checks will be executed in accordance with the standard procedures of Nordea.
The exchange rate(s) that is applied will be Nordea's rate on the date of issuance.
Exchange rate movements of NOK will therefore affect the value of these dividends and
distributions for investors whose principal currency is not NOK. Further, the market value
of the Shares as expressed in foreign currencies will fluctuate in part as a result of
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foreign exchange fluctuations. This could affect the value of the Shares and of any
dividends paid on the Shares for an investor whose principal currency is not NOK.
2.3.13 Market interest rates could influence the price of the Shares
One of the factors that could influence the price of the Shares is its annual dividend yield
as compared to yields on other financial instruments. Thus, an increase in market
interest rates will result in higher yields on other financial instruments, which could
adversely affect the price of the Shares.
2.3.14 More investors may exclude alcohol related securities from their investment
portfolio
In recent years, certain institutional and private investors have established exclusion
criteria for their investments, meaning that they will not invest in securities associated
with specific industries, companies or geographic regions. There are several investors
that, based on their exclusion criteria, have investment mandates which prohibits them
from investing in securities issued by the Company as a producer, importer and
distributor of alcoholic beverages. Less general demand for the Shares could adversely
affect the price of the Shares. This effect could furthermore be increased if more
investors adopt exclusion criteria which prohibit them from investing in the Shares.
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3.

RESPONSIBILITY FOR THE PROSPECTUS

This Prospectus has been prepared in connection with the Offering and the Listing
described herein.
The Board of Directors of Arcus ASA accepts responsibility for the information contained
in this Prospectus. The members of the Board of Directors confirm that, after having
taken all reasonable care to ensure that such is the case, the information contained in
this Prospectus is, to the best of their knowledge, in accordance with the facts and
contains no omissions likely to affect its import.

18 November, 2016

Michael Holm Johansen
Chairman

Leena Saarinen
Board member

Hanne Refsholt
Board member

Isabelle Ducellier
Board member

Mikael Norlander
Board member

Eilif Due
Board member

Erik Hagen
Board member

Kjell Arne Greni
Board member

Ingrid Elisabeth Skistad
Board member
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4.

PRESENTATION OF INFORMATION

4.1

Presentation of financial information

The Company's audited consolidated financial statements as of, and for the year ended,
31 December 2015, including comparable figures for 2014 and 2013 (the "Annual
Financial Statements") have been prepared in accordance with the International
Financial Reporting Standards, as adopted by the EU ("IFRS"). The Company's unaudited
condensed interim financial statements as of, and for the nine and three month period
ended 30 September 2015 and 2016 (the "Condensed Interim Financial
Statements"), have been prepared in accordance with International Accounting
Standard 34 Financial Reports ("IAS 34"). The Annual Financial Statements and
Condensed Interim Financial Statements are together referred to as the "Financial
Statements".
The Annual Financial Statements have been audited by Ernst & Young AS, as set forth in
their auditor's report incorporated by reference, see Section 18.2 "Incorporation by
reference" together with the Annual Financial Statements. Ernst & Young AS has issued a
review report in accordance with ISRE 2410 on the Condensed Interim Financial
Statements, as set forth in their report on review of interim financial information
attached as Appendix B to this Prospectus together with the Condensed Interim Financial
Statements, as attached as Appendix B to this Prospectus.
4.1.1

Alternative performance measures

Gross Profit / Gross Margin
The Group calculates gross profit as operating revenue minus cost of goods. See section
10.3 “Results of operations for the Group” for further description of these lines. The
Group also calculates gross margin, which is gross profit divided by total operating
revenue. The following table sets forth the Group’s gross profit and gross margin on a
group level and on a segment basis for the periods indicated.
Nine months ended
30-Sept
Unaudited

(NOK million, except for margins)

2016

2015

12 months ended
31-Dec
2015

2014

2013

Total operating revenue
Wine
Spirits
Distribution
Other
Eliminations / reclassifications

1,771
1,126
570
180
130
(235)

1,670
1,031
530
173
134
(198)

2,471
1,467
855
250
179
(280)

2,332
1,281
903
271
179
(303)

2,268
1,177
887
287
178
(262)

Cost of goods
Wine
Spirits
Distribution
Other
Eliminations / reclassifications

1,019
845
271
0
(97)

947
758
248
0
(59)

1,395
1,071
413
0
(90)

1,253
931
436
0
(113)

1,134
816
394
0
(77)

Gross Profit
Wine
Spirits
Distribution
Other
Eliminations / reclassifications

752
281
299
180
130
(138)

722
273
282
173
134
(140)

1,076
395
442
250
179
(190)

1,079
350
467
271
179
(189)

1,135
361
493
287
178
(184)

42.5%
25.0%
52.5%
100.0%

43.3%
26.4%
53.2%
100.0%

43.6%
26.9%
51.7%
100.0%

46.3%
27.3%
51.8%
100.0%

50.0%
30.7%
55.6%
100.0%

Gross margin (%)
Wine
Spirits
Distribution
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EBITDA and Adjusted EBITDA
The Group calculates EBITDA as operating profit excluding depreciation, amortisation and
write-downs. Adjusted EBITDA is calculated as operating profit excluding depreciation,
amortisation, write downs and other income and expenses. See section 10.2 “Significant
factors affecting business performance” for further information on these line items. The
Group also calculates EBITDA margin and Adjusted EBITDA margin, which is EBITDA or
Adjusted EBITDA divided by total operating revenue. The following table sets forth the
Group’s EBITDA, Adjusted EBITDA, EBITDA margin and Adjusted EBITDA margin on a
group level and on a segment basis for the periods indicated.
Nine months ended
30-Sept
Unaudited

(NOK million, except for margins)
Operating profit (“EBIT”)
Add: Depreciation and amortisation
Add: Write downs
= EBITDA
Wine
Spirits
Distribution
Other / Eliminations / reclassifications

2016

EBITDA margin (%)
Wine
Spirits
Distribution
Adjusted EBITDA margin (%)
Wine
Spirits
Distribution

2015

2014

2013

136

83

202

221

208

39
-

39
2

51
4

51
-

51
-

175
135
71
(8)
(23)

124
135
28
(23)
(16)

258
197
112
(19)
(32)

272
180
154
(37)
(25)

259
193
164
(69)
(29)

Less: Other income and expenses
= Adjusted EBITDA
Wine
Spirits
Distribution
Other / Eliminations / reclassifications

2015

12 months ended
31-Dec

8

(7)

17

(6)

9

183
135
75
(8)
(19)

118
131
23
(23)
(15)

274
198
113
(16)
(20)

272
179
142
(35)
(20)

268
196
166
(63)
(31)

9.9%
12.0%
12.5%
-4.5%

7.4%
13.1%
5.2%
-13.2%

10.4%
13.4%
13.1%
-7.7%

11.7%
14.1%
17.1%
-13.7%

11.4%
16.4%
18.5%
-24.0%

10.3%
12.0%
13.1%
-4.3%

7.0%
12.7%
4.3%
-12.5%

11.1%
13.5%
13.2%
-6.3%

11.4%
14.0%
15.7%
-12.7%

11.8%
16.6%
18.7%
-22.0%

Compound annual growth rate (“CAGR”)
In this Prospectus, the Company has used CAGR as a representation of growth on an
annualised basis. CAGR is defined mathematically as (i) (a) the quotient of the final value
divided by the initial value, raised to the power of (b) the quotient of one divided by the
time in years between the final and initial values minus (ii) one.
Net interest bearing debt
Represents the sum of liabilities to financial institutions, financial lease liabilities and
bank overdraft less cash and cash equivalents. The following table sets forth the Group’s
net interest bearing debt for the periods indicated.
As of
30-Sept

As of
31-Dec

Unaudited

(NOK million)
Non-current
liabilities
to
financial
institutions
Book value of capitalised arrangement
fees
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2016

2015

2015

2014

2013

774

868

833

816

897

13

23

20

28

32

Book value of interest swap
Non-current finance lease liabilities
Current liabilities to financial institutions
Bank overdraft
Current finance lease liabilities
Cash and equivalents
1

Net interest bearing debt

12
188
165
148
15
(79)

20
204
137
131
15
(149)

18
200
157
15
(190)

21
215
134
15
(175)

6
235
85
10
(148)

1,236

1,248

1,053

1,055

1,117

Net interest bearing debt to Adjusted EBITDA ratio
Represents the ratio of net interest bearing debt, i.e. the sum of liabilities to financial
institutions, financial lease liabilities and bank overdraft less cash and cash equivalents
divided by rolling last twelve months Adjusted EBITDA.
Net working capital
The Group defines net working capital as (i) inventory plus (ii) accounts receivables and
other receivables minus non-cash receivables, minus (iii) accounts payable and other
payables minus non-cash receivables, pluss (iv) Factoring debt nettet towards trade
receivables. The following table sets forth the Group’s net working capital for the periods
indicated.
As of

As of
31-Dec

30-Sept
Unaudited

2016

(NOK million)
Inventory

2015

2015

2014

2013

425

432

388

397

319

666

602

1,095

1,141

1,212

16
16

3
-

1
-

4
-

1
-

-

3

1

4

1

1,144
15

1,094
26

1,663
25

1,631
21

1,550
6

12

20

18

21

6

3

-

-

-

-

-

6

6

-

-

-

-

-

-

-

(54)

(37)

(156)

(76)

(13)

Add: Factoring debt netted towards
trade receivables

225

225

225

63

-

Net working capital

171

189

69

(13)

(13)

Accounts
receivables
and
receivables
Less: non-cash receivables
Of which tax receivables
Of which fair value currency
derivatives

other

Accounts payables and other payables
Less: non-cash payables
Of which fair value interst
derivatives
Of which fair value currency
derivatives
Of which dividend to noncontrolling
interest
Of which other current non-interst
bearing debt
Net
working
factoring)

capital

(incl.

The non-IFRS financial measures presented herein are not recognised measures of
financial performance or liquidity under IFRS, but are used by Management to monitor
and analyse the underlying performance of the Company’s business and operations. In
particular, non-IFRS financial measures should not be viewed as substitutes for
profit/(loss) for the period, profit/(loss) after financing items, operating income, cash and
cash equivalents at period end or other income statement or cash flow items computed in
1

i.

Difference between Net interest bearing debt and net financial indebtedness as presented in 8.1
“Capitalisation” relates to liabilities at fair through profit and loss (NOK 159 million as of 30 September
2016) and book value of capitalised arrangement fees (NOK 13 million as of 30 September 2016)
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accordance with IFRS. The non-IFRS financial measures do not necessarily indicate
whether cash flow will be sufficient or available to meet the Company’s cash
requirements and may not be indicative of the Company’s historical operating results,
nor are such measures meant to be predictive of the Company’s future results.
Management has presented these non-IFRS measures in this Prospectus because it
considers them to be important supplemental measures of the Company’s performance
and believes that they are widely used by investors in comparing performance between
companies. Because companies calculate non-IFRS financial measures presented herein
differently, the non-IFRS financial measures presented herein may not be comparable to
similarly defined terms or measures used by other companies.
4.2

Rounding

Percentages and certain amounts included in this Prospectus have been rounded for ease
of presentation. Accordingly, figures shown as totals in certain tables may not be the
precise sum of the figures that precede them.
4.3

Industry and market data

This Prospectus contains statistics, data, statements and other information relating to
markets, market sizes, market shares, market positions and other industry data
pertaining to the Group's business and the industries and markets in which it operates.
Unless otherwise indicated, such information reflects the Company's estimates based on
analysis of multiple sources, including data compiled by professional organisations,
consultants and analysts and information otherwise obtained from other third party
sources including, but not limited to, Vinmonopolet, Systembolaget, Alko, Nielsen, TNS
Gallup, Euromonitor (Euromonitor International Alcoholic Drinks 2016 Edition), annual
and condensed interim financial statements, and other presentations published by listed
companies operating within the same industry as the Group, as well as the Company's
internal data and its own experience, or on a combination of the foregoing. Unless
otherwise indicated in the Prospectus, the basis for any statements regarding the Group's
competitive position is based on the Company's own assessment and knowledge of the
market in which it operates.
All data sourced from Vinmonopolet in this Prospectus has been found at
https://www.vinmonopolet.no/salgstall, all data sourced from Systembolaget in this
Prospectus has been found at https://www.systembolaget.se/om-systembolaget/omforetaget/forsaljningsstatistik/ and all data sourced from Alko in this Prospectus has been
found at http://www.alko.fi/en/alko-inc/newsroom/sales-statistics/. The data sourced
from Euromonitor in this Prospectus is not freely accessible, but can be purchased at
www.euromonitor.com.
The Company confirms that where information has been sourced from a third party, such
information has been accurately reproduced and that as far as the Company is aware and
is able to ascertain from information published by that third party, no facts have been
omitted that would render the reproduced information inaccurate or misleading. Where
information sourced from third parties has been presented, the source of such
information has been identified. The Company does not intend, and does not assume any
obligations to, update industry or market data set forth in this Prospectus.
Industry publications or reports generally state that the information they contain has
been obtained from sources believed to be reliable, but the accuracy and completeness of
such information is not guaranteed. The Company has not independently verified and
cannot give any assurances as to the accuracy of market data contained in this
Prospectus that was extracted from these industry publications or reports and reproduced
herein. Market data and statistics are inherently predictive and subject to uncertainty and
not necessarily reflective of actual market conditions. Such statistics are based on market
research, which itself is based on sampling and subjective judgments by both the
researchers and the respondents, including judgments about what types of products and
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transactions should be included in the relevant market.
As a result, prospective investors should be aware that statistics, data, statements and
other information relating to markets, market sizes, market shares, market positions and
other industry data in this Prospectus and projections, assumptions and estimates based
on such information may not be reliable indicators of the Company's future performance
and the future performance of the industry in which it operates. Such indicators are
necessarily subject to a high degree of uncertainty and risk due to the limitations
described above and to a variety of other factors, including those described in Section 2
"Risk Factors" and elsewhere in this Prospectus.
4.4

Forward-looking statements

This Prospectus contains forward-looking statements. All statements contained in this
Prospectus other than statements of historical fact, including statements regarding the
Company's future results of operations and financial position, its business strategy and
plans, and its objectives for future operations, are forward-looking statements. The
words "believe," "may," "will," "estimate," "continue," "anticipate," "intend," "expect,"
"aim", "target" and similar expressions are intended to identify forward-looking
statements. The Company has based these forward-looking statements largely on its
current expectations and projections about future events and trends that it believes may
affect its financial condition, results of operations, business strategy, short-term and
long-term business operations and objectives, and financial needs.
Forward-looking statements are subject to a number of risks and uncertainties, including
those described in Section 2 "Risk Factors", and are based on numerous assumptions
regarding the Group's present and future business strategies and the environment in
which the Group operates. The actual results, performance or achievements of the Group
may differ materially from any future results, performance or achievements expressed or
implied by such forward-looking statements. Although the Company believes that the
expectations reflected in the forward-looking statements are reasonable, it cannot
guarantee future results, levels of activity, performance, or achievements. Given these
uncertainties, investors should not rely upon forward-looking statements as predictions
of future events or performance.
Except as required by the applicable law or stock exchange rules, the Company does not
intend, and expressly disclaims any obligation or undertaking, to update any of these
forward-looking statements after the date of this Prospectus or to conform these
statements to actual results or revised expectations.
Forwards-looking statements are found in Sections 6 "Industry and Market", 7 "Business
of the Group", 10 "Operating and financial review, 11 "Board of Directors, Management,
and corporate governance" and 13 "Corporate information and description of the share
capital".
4.5

No advice

The contents of this Prospectus are not to be construed as legal, business or tax advice.
Each prospective investor should consult his or her own lawyer, financial adviser or tax
adviser for legal, financial or tax advice in relation to any subscription, purchase or
proposed subscription or purchase of any Offer Shares. Each prospective investor should
consult with such advisers as needed to make its investment decision and to determine
whether it is legally permitted to hold Offer Shares under applicable legal investment or
similar laws or regulations. Investors should be aware that they may be required to bear
the financial risks of any investment in Offer Shares for an indefinite period of time.
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5.

DIVIDENDS AND DIVIDEND POLICY

5.1

Dividend policy

In deciding whether to propose a dividend and in determining the dividend amount, the
Board of Directors will have to comply with legal restrictions, as set out in the Norwegian
Public Limited Companies Act of 13 June 1997 no. 45 (the “Norwegian Public Limited
Companies Act”) (see Section 5.2 “Legal constraints on the distribution of dividends”),
and take into account the Company’s capital requirements, including capital expenditure
requirements, its financial condition, general business conditions and any restrictions
pursuant to its contractual arrangements in place at the time, in addition to the
maintenance of appropriate financial flexibility. Except in certain specific and limited
circumstances set out in the Norwegian Public Limited Companies Act, the amount of
dividends paid may not exceed the amount recommended by the Board of Directors.
The Company will initially target a dividend pay-out ratio of 50-70% of the Company’s
net profit for the year, with the dividend for the financial year 2016 expected to be at the
low end of the range. The proposal to pay a dividend in any year is, in addition to the
legal restrictions as set out in Section 5.2 “Legal constraints on the distribution of
dividends”, further subject to any restrictions under the Company’s borrowing
arrangements or other contractual arrangements in place at the time. See Section 10.6
“Financing”.
There can be no assurance that a dividend will be proposed or declared in any given
year. If a dividend is proposed or declared, there can be no assurance that the dividend
amount or percentage will be as contemplated above.
The Company has not distributed dividends for the years 2015, 2014 and 2013.
5.2

Legal constraints on the distribution of dividends

The Norwegian Public Limited Liability Companies Act provides several constraints on the
distribution of dividends:
•

Dividend may only be distributed to the extent that the Company after the
distribution has a sound equity and liquidity.

•

The Company may only distribute dividends to the extent that its net assets
following the distribution are at least equal to the sum of (i) the Company's share
capital, (ii) the reserve for valuation differences and (iii) the reserve for unrealised
gains. In determining the distribution capacity, deductions must be made for (i) the
aggregate amount of any receivables held by the Company and dating from before
the balance sheet date which are secured by a pledge over Shares in the Company,
(ii) any credit and collateral etc. from before the balance sheet date which
according to Sections 8-7 to 8-10 of the Norwegian Public Limited Liability
Companies Act must not exceed the Company's distributable equity (unless such
credit has been repaid or is set-off against the dividend or such collateral has been
released prior to the decision to distribute the dividend), (iii) other dispositions
carried out after the balance sheet date which pursuant to law must not exceed the
Company's distributable equity and (iv) any amount distributed after the balance
sheet date through a capital reduction.

•

The calculation of the distributable equity shall be made on the basis of the balance
sheet in the Company's last approved annual accounts, provided, however, that the
registered share capital as of the date of the resolution to distribute dividends shall
apply. Dividends may also be distributed by the general meeting based on an
interim balance sheet which has been prepared and audited in accordance with the
provisions applying to the annual accounts and with a balance sheet date which
does not lie further back in time than six months before the date of the general
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meeting's resolution.
•

5.3

Dividends may be distributed in cash or in kind. The Norwegian Public Limited
Liability Companies Act does not provide for any time limit after which entitlement
to dividends lapses. Subject to various exceptions, Norwegian law provides a
limitation period of three years from the date on which an obligation is due.

Manner of dividend payments

Any future payments of dividends on the Shares will be denominated in NOK, and will be
paid to the shareholders through the VPS. Investors registered in the VPS whose address
is outside Norway and who have not supplied the VPS with details of any NOK account,
will, however, receive dividends by check in their local currency, as exchanged from the
NOK amount distributed through the VPS. If it is not practical in the sole opinion of
Nordea, being the Company’s VPS registrar, to issue a check in a local currency, a check
will be issued in USD. The issuing and mailing of checks will be executed in accordance
with the standard procedures of Nordea. The exchange rate(s) that is applied will be
Nordea's rate on the date of the distribution of dividend. Dividends will be credited
automatically to the VPS registered shareholders’ NOK accounts, or in lieu of such
registered NOK account, by check, without the need for shareholders to present
documentation proving their ownership of the Shares.
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6.

INDUSTRY AND MARKET

6.1

Market overview

The Group is currently active in the wine and spirits markets in Norway, Sweden, Finland
and the spirits markets in Denmark, Germany and selected international markets. The
Nordic countries (excl. Iceland) and Germany constitute Arcus’ home markets.
The total value of the Nordic wine and spirits markets is estimated by Euromonitor to be
in the level of EUR 12.7 billion measured on an end-market, retail sales price (“RSP”),
basis including taxes.
The relevant Nordic markets to Arcus in Norway, Sweden, Finland and Denmark have a
combined retail value of approximately EUR 9.9 billion, not including the wine market in
Denmark where the Group is not present. Off-trade sales, comprising sales through retail
channels including the state retail monopolies in Norway, Sweden and Finland, and dutyfree and travel-retail ("DFTR"), constitute more than 90% of retail end-market value.
Estimated retail end-market value of the spirits and wine markets in the Nordic area
according to Euromonitor data for 2015 is summarised below.
Category

Norway

Sweden

Finland

Denmark

Spirits

Value
(EURbn)

1.0

1.4

1.1

0.9

Wine

Value
(EURbn)

1.6

2.9

1.0

2. 7

Source: Euromonitor, Retail sales price including taxes, 2015

There are considerable differences in retail sales structures, advertising regulations and
pricing mechanisms between the Nordic countries. In Norway, Sweden and Finland the
sale of alcohol is highly regulated with state owned retail monopolies controlling retail
distribution for all alcohol above certain alcohol by volume (“ABV”) levels, as further
detailed herein. The Danish market is less regulated, and alcohol products including wine
and spirit regardless of ABV are sold through traditional retail channels such as grocery
stores.
Apart from off trade sales through the retail monopolies in Norway, Sweden and Finland
and other retail distribution channels in Denmark, the other sales channels for wine and
spirits include on-trade sales which is the HoReCa segment and off-trade sales through
the DFTR segment. Off-trade sales account for between approximately 83% (Denmark)
and approximately 90% (Finland, Norway and Sweden) of domestic wine and spirits sales
across the Nordic area measured by aggregated volume in 2015, according to
Euromonitor data, and somewhat less when measured by retail sales value due to higher
prices (including mark-ups) for products sold through on-trade channels. The monopolies
share of recorded, and estimated total, alcohol consumption in the respective countries is
lower due to purchases in the DFTR segment and other imports, in particular in Norway
due to duty-free quotas and Finland due consumers travelling to Estonia to purchase
spirits and wine at lower prices there.
In Norway, the off-trade share of market, mostly through the state monopoly retailer
Vinmonopolet represents, approximately 90% of domestic wine and spirits sales volumes
on an aggregate level in 2015, according to Euromonitor data. Age restrictions for
purchasing alcohol is 18 years for products below 22% ABV and 20 years for products
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above this threshold. The maximum ABV for alcohol allowed to be sold through other
retail channels than Vinmonopolet is 4.7%. Advertising and off-trade discounts are not
permitted for any alcoholic beverages including wine and spirits in Norway.
In Sweden, the off-trade market share, mostly through the state monopoly retailer,
Systembolaget, represents some 90% of total domestic wine and spirits sales volumes on
an aggregate level in 2015, according to Euromonitor data. Age restrictions for
purchasing alcohol is 20 years for all products at Systembolaget, while the limit for ontrade sales is 18 years. The maximum ABV for alcohol in other retail channels than
Systembolaget is 3.5% with an age restriction of 18 years. Advertising for products
containing less than 15% ABV is allowed in printed media and for TV broadcasted from
outside Sweden. Similarly to the Norwegian market, off-trade discounts are not allowed.
In Finland, the off-trade share of market, mostly through the state retail monopoly, Alko,
represents some 90% of total domestic wine and spirits sales volume on an aggregate
level in 2015, according to Euromonitor data. Age restrictions depend on ABV and is 18
years for products below 22% ABV and 20 years for products above this threshold. The
maximum ABV for alcohol in other retail channels than Alko is 4.7%. Advertising is
allowed for products with less than 22% ABV, with certain restrictions. Off-trade
discounts are not allowed in the Finnish market.
In the Danish market, off-trade sales represent some 83% of total domestic wine and
spirits sales according to Euromonitor data. Age restrictions depends on ABV and
channel, and is 16 years for products below 16.5% ABV and 18 years for products above
16.5% for off-trade sales, with the age limit being 18 years for all products in the ontrade segment. Both advertising and off-trade discounts are allowed and utilized by
market players.
A brief summary of the Nordic alcohol markets is shown below.
Norway

Sweden

Finland

Denmark

90%

90%

90%

83%

State retail
monopoly

Vinmonopolet

Systembolaget

Alko

No monopoly

Age restrictions

Vinmonopolet
and HoReCa:
ABV <22%:
18 years
ABV >22%:
20 years

Systembolaget:
20 years
HoReCa:
18 years

Alko and HoReCa:
ABV <22%:
18 years
ABV >22%:
20 years

Retail:
ABV <16.5%:
16 years
ABV >16.5%:
18 years
HoReCa: 18 years

4.7% ABV

3.5% ABV

4.7% ABV

n.a.

No advertising
allowed

Print advertising for
<15% ABV and
advertising on TV
broadcasted outside
Sweden allowed
with certain
restrictions

Advertising under
<22% ABV allowed
with certain
restrictions

Advertising allowed

Off-trade share
of market1

Max ABV for
grocery retail

Advertising and
off-trade discounts

No off-trade
discounts allowed

No off-trade
discounts allowed

No off-trade
discounts allowed

Source: Vinmonopolet, Systembolaget, Alko
1) Based on aggregated volume data for spirits and wine from Euromonitor
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Off-trade discounts
allowed

6.2

Description of the principal markets in which the Group competes

6.2.1

The Nordic retail monopoly markets - Norway, Sweden and Finland

The state retail monopolies in Norway, Sweden and Finland have solid public and political
support and extensive geographic coverage, with stores in over 90% of municipalities in
their respective countries. In addition, the monopolies have extensive online offerings,
including online ordering solutions for pick-up at stores and with regards to Vinmonopolet
and Systembolaget, for postal/home delivery.
The monopolies offer a broad assortment of wine and spirits that are complemented with
additional on-demand ordering of products not stocked in stores. As an example, a
typical large Vinmonopolet store carries some 1,200 different wine varieties ranging in
price from NOK 75 per bottle (75 cl) to several thousand NOK. Thus, representing a
significantly larger offering across a wider range of price points than a typical large
grocery- or speciality store in non-monopoly markets such as Denmark.
The monopolies focus on quality and a high level of in-store service in all the three
countries, and customer surveys typically show that consumers are very satisfied with
the respective monopolies in the three countries.
The monopolies furthermore do not operate to maximise profits, but rather to fulfil
governmental health- and alcohol related policies while at the same time serving
consumers with product information and a wide assortment of products. They work to
limit health effects of drinking through information discouraging heavy or unhealthy
drinking and emphasise environmentally friendly products. See Section 7.21 “Corporate
social responsibility” with regards to the Group’s focus and efforts towards responsible
drinking.
From the perspective of large and professional suppliers such as Arcus, the monopolies
represent attractive sales channels. On the one hand, the monopolies are obliged to take
in products that suppliers offer, and there is no risk of being “delisted” due to monopoly
preferences or other considerations they make as long as listing requirements and
sufficient sales are achieved. Furthermore, the monopolies represent cost efficient sales
channels with transparent pricing models enabling suppliers to adapt their prices to
target desired retail prices, as further described below. On the other hand, a deep and
country specific market understanding and competence base is required to succeed in
retail monopoly tender processes, which is needed to ensure that products are listed in
the monopolies’ base assortments offered across all or selected stores supporting a
significant market footprint to drive product sales.
The unique structure of the Nordic markets (monopolies), marketing restrictions and the
fragmented nature of the international wine producers have contributed to the wellestablished agency structure for the wine category in the Nordic monopoly markets. Near
all domestic sales of wine to the retail monopolies and the HoReCa trade across the three
retail monopoly markets are made by local / regional supplier companies, such as Arcus,
presenting international producers on an agency basis. The suppliers represent significant
value-add for producers with their local market knowledge, including related to monopoly
tender processes, consumer preferences and ways to undertake alternative marketing
and promotion efforts.
6.2.2

State retail monopoly entities in Norway, Sweden and Finland

Vinmonopolet, the Norwegian state-owned retailer for products with more than 4.7%
ABV, was founded in 1922. The company generated revenues of NOK 12.6 billion in 2015
and had a country wide network of 306 stores at the end of that year. Vinmonopolet has
increased its store network significantly over the last years with a net number of 39 new
stores opened in the period 2011-2015. In addition to sales through its retail store
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network, Vinmonopolet offers online, including app-based, ordering services with
postal/home delivery and pick-up of products at stores.
Systembolaget, the Swedish state-owned retailer for products with more than 3.5% ABV,
was founded in 1955. The company generated revenues of SEK 27.5 billion in 2015 and
had a country wide retail store network of 436 stores at the end of that year.
Systembolaget has opened a net number of 22 new stores in the period 2011-2015. In
addition to sales through its retail store network, Systembolaget offers online ordering
services with postal/home delivery and pick-up of products at stores.
Alko, the Finnish state-owned retailer for products with more than 4.7% ABV, was
founded in 1932. The company generated revenues of EUR 1.2 billion in 2015 and had a
country wide retail store network of 351 stores at the end of that year. Alko has opened
a net of three new stores in the period 2011-2015 and also offers online ordering
services with pick-up of products at its stores.
6.2.3

Retail monopoly assortments and route to market

The retail monopolies’ main product assortments comprise a “base assortment” available
at all stores or a number of selected stores, depending on store size and categorisation,
and “lot assortments” at Vinmonopolet and Systembolaget with similar availability for
seasonal products for certain periods of the year. In addition, the monopolies have a
much larger “available for order assortment” where consumers can pre-order products,
selected from the respective monopolies’ large (online) product databases, for pick-up at
a store or for postal and home delivery. The monopolies also list additional products on a
test- or temporary assortment basis. Products in the available for order- and test
assortments can qualify for base assortment inclusion based on sales figures achieved as
further outlined below.
The retail monopolies have relatively similar launch processes in tendering for new
products to be included in the respective monopolies’ assortment ranges. The process is
generally initiated by the monopoly publishing a launch plan describing the target
characteristics of products to be included in the base- and available for order
assortments over the coming assortment period. The purpose of the launch plan is to
provide suppliers with the basis to tender products, to expose the current assortment to
competition and to introduce new products to consumers.
The launch plan also offers a detailed description of the selection criteria for products
requested for each new assortment launch in the period, including amongst others price
range, geographical origin, grape variety and taste profile. Most supplier tenders are
reviewed by an accredited internal sensory panel. Prospective products are rated based
on the specified selection criteria and products with the highest score in a given
assortment launch are added to respective monopoly’s assortment. A stringent quality
check is an integral part of the launch process where all product samples are checked
through sensory evaluation chemical analysis and by review of documentation.
Knowledge of current and expected monopoly assortment preferences, which is also
driven by developments in consumer preferences and trends, as well as having a large
and flexible product portfolio, is crucial to be able to offer a range of suitable wines
matching selection criteria in a wide range of tenders.
Products included in the assortments are ranked by the respective monopoly by litres
sold (Norway) or sales (Sweden and Finland). To achieve continued listing in the base
assortment certain minimum sales, absolute or relative to other products in the relevant
category, must be reached. Additionally, a product can become included in the base
assortment if sufficiently large volumes of the product are purchased by consumers from
the available for order and/or test assortments.
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Product assortment revisions take place every second month in Norway starting in
January, every quarter in Sweden, starting in March, and twice annually in Finland in May
and November.
6.2.4

HoReCa segment

The HoReCa segment constitutes a small share of the total domestic wine and spirits
market in the Nordic area. However, the segment can play an important role for brandbuilding and as a trend-setter for certain products and categories. Strong customer
relationships are important to achieve large scale in sales to the segment, contributing to
entry barriers for new and smaller suppliers. Furthermore, some international wine and
spirit producers often require that its local supplier partner has a significant local sales
force targeting the HoReCa segment, providing large suppliers such as Arcus a strong
position based on its significant footprint and customer network. A significant share of
the HoReCa segment is represented by purchasing groups and/or co-operations that
further benefit large suppliers such as Arcus with a wide product assortment in its
portfolio.
6.2.5

DFTR segment

DFTR and border trade, purchasing spirits abroad or at duty-free locations at airports and
on cross-border ferries, are long term integral parts of the Nordic spirit and wine markets
based on the relatively high and differing level of alcohol taxes across the Nordic
countries.
As the duty-free system was discontinued in Sweden and Finland in the 1990s as part of
the countries entering the EU, there are no quotas or tax exemptions for these countries
as long as products are bought in the EU for personal use. However, differences in price
levels, mainly due to differences in alcohol tax levels, drive border trade also for these
countries. This is especially apparent in Finland, where consumers typically travel to
Estonia to purchase spirits and wine due to significantly lower taxes there.
In June 2014, the duty-free quota was changed in Norway with consumers given the
option to acquire up to 1.5 additional litres of products with ABV up to 22% if not utilizing
the duty-free quota on tobacco. Following this expansion the maximum duty-free quota
for wine is 4.5 litres, or six 75 cl bottles, thus approaching the amount a person can
comfortably carry with him / her. Examples of alternative options for utilizing the dutyfree quota depending on product composition, is summarized below, all assuming that
the tobacco quota is not utilized.
Beer

Wine

Spirits

Option 1

2.0 litres

3.0 litres / 4 bottles

1.0 litre

Option 2

2.0 litres

4.5 litres / 6 bottles

Option 3

6.5 litres

Source: Directorate of Norwegian Customs

For the purpose of the duty-free quote, the Directorate of Norwegian Customs classifies
all alcoholic beverages with an alcohol percentage between 2.5% and 4.7% as beer, all
alcoholic beverages with an alcohol percentage between 4.7% and 22% as wine and all
alcoholic beverages with an alcohol percentage above 22% as spirits.
Retail outlets in the DFTR segment are operated by private companies, with the main
operator in the Nordic area being privately owned Travel Retail Norway AS (“TRN”). TRN
operates among other the large departure and arrivals duty-free retail outlets at the
Gardermoen airport outside Oslo, Norway, and reported revenue of NOK 4.9 billion in
2015.
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The DFTR segment has historically been and currently remains a small segment for wine
for domestic suppliers in the Nordic countries as the operators typically source these
products through their international networks. The segment also typically offers lower
margins for suppliers than other segments in the market.
6.2.6

Alcohol taxes and duties and state retail monopoly price models

Retail prices in the Nordic markets are largely driven by the high level of alcohol taxes in
the respective countries. As can be seen below, according to data from Spirits Europe
and the European Commission, Norway has the highest excise duties on alcohol followed
by the other two Nordic monopoly markets, all being well above the level seen in
Denmark and other non-monopoly markets in Europe.
Excise duties per litre pure alcohol (EUR) – examples

The Nordic monopolies currently have similar pricing models, with retail prices being a
product of the price from suppliers such as Arcus, monopoly mark-ups, alcohol taxes and
VAT. The respective monopoly mark-up components are fully transparent, with pricing
models, that enable suppliers to accurately calculate and set retail prices taking into
account i.a. market trends and expected consumer reactions. Vinmonopolet and
Systembolaget currently use a combination of percentage based and fixed mark-up
models that are the same for similar products, while Alko currently uses a strictly
percentage based mark-up model. Alcohol taxes are fixed in all three countries based on
alcohol content, with different levels for fermented and spirits-based products. VAT is
calculated as a percentage of the sum of the supplier price, mark-up and alcohol tax.
An illustrative overview of the components of RSP based on current pricing models, as
estimated by the Company, is shown below for in Norway, Sweden and Finland.
Spirits

Wine

70cl with 41.5% ABV

Red wine, 75cl with 12% ABV

Norway

Sweden

Finland

Norway

Sweden

Finland

VAT

20%

20%

19%

20%

20%

19%

Taxes

52%

56%

48%

42%

30%

34%

6%

5%

12%

12%

13%

16%

22%

19%

21%

26%

38%

30%

1

Monopoly
mark-up
Supplier
price

Source: Vinmonopolet, Systembolaget, Alko. Table shows approximate share of RSP
1) Note that the percentages are not VAT level (which is e.g. 25% in Norway), but VAT’s share of RSP
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The high share of taxes and monopoly mark-ups implies that an increase in the supplier
price has a relatively small impact on RSP, contributing to suppliers’ flexibility to set prices
with relatively limited impact on the price paid by consumers for the product. However,
price management remains an important skill as market conditions and competitor price
levels will influence sales.
6.3

Nordic spirits markets and key trends

The overall Nordic spirits market has been relatively stable over the 2011-2015 period,
with a slight increase in value. However, there are differences between countries, driven
i.a. by changes in alcohol taxes and market trends, and between various categories as
further commented upon below.
Nordic total spirits markets – Retail sales prices (EURm)
Nordic total spirits markets – EURm (Retail end-market value – ‘RSP’)1
CAGR ’11-’15
CAGR ’16-’20
Value Volume Value

4,863 Volume

4,542

4,753

4,449

4,645

4,373

996

2.0%

1.4%

0.7%

2.4%

899

911

950

973

1,021

927

1,058

1,092

(4.7)%

-2.0%

(1.2)%

0.7%

1,078

1,066

1,110

1,061

1,077

1,149

0.6%

3.4%

1,449

1,506

1,610

1.6%

1,331

1,559

(0.4)%

1,335

1,391

1,658

1,332

(1.7)%

0.2%

(0.3)%

1.9%

986

984

971

981

994

1,012

1,028

1,048

1,069

1,093

2011

2012

2013

2014

2015

2016E

2017E

2018E

2019E

2020E (1.5)%

Total
0.3%

Total
(0.1)%

Total
2.3%

4,321

4,378

861

867

884

1,169

1,195

1,306

4,339

4,320

Total

Norway

Sweden

Finland

Denmark

Source: Euromonitor
1) Fixed exchange rate with current prices

The compound annual growth rate ("CAGR") volume figures above are based on the total
Nordic spirits market (on- and off-trade). All value figures in the graph and the
corresponding growth rates are based on Euromonitor data for the total Nordic spirits
markets sales (off- and on-trade) with fixed exchange rates and current prices .
2

As can be seen for the graph, the Nordic markets have experienced a marginal growth
over the period shown, driven by among other premiumisation, as further commented
upon below, resulting in the market growth exceeding volume growth which has been
negative over the period.
Spirits consumption varies between the Nordic countries and is below the European
average, with the exception of Finland, as illustrated below.

2

ii.

Data reported in current (or “nominal”) prices for each year are in the value of the currency for that
particular year.
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Spirits consumption – litres per capita (2015)
Annual spirits consumption from off-trade sales 2015 - litres per capita (total population)
3.8

2.1

2.2

Sweden

Norway

2.6

2.7

Denmark

Europe 1

Finland

Source: Euromonitor
1) Europe includes Austria, Belgium, Denmark, Finland, France, Germany , Greece,
Ireland, Italy , Netherlands, Norway , Portugal, Spain, Sweden, Switzerland, Turkey , UK

A key trend across the Nordic spirits markets is product premiumisation and polarisation,
with consumers trading-up or down to either super premium, premium or value brands
away from mid-priced alternatives. Super premium and premium brands are commonly
purchased to enjoy its uniqueness and quality, locality, or to be associated with the
brand itself. Overall, this has led to spirits markets experiencing higher value growth
than volume growth as also shown above.
Consumers are also becoming more interested in craft spirits and unique local products.
This trend is partly combined with increased popularity of adding personal touches and
engaging in mixology. One example of this trend is home flavouring of “schnapps”, most
evidently in Denmark. Another example is the increased use of aquavit as a cocktail
base. In these cases the ability to control taste and engage in storytelling are key selling
points for products, more than traditional brand values. For product suppliers this
represents both a challenge with regards to retaining the ability to take out a premium
on traditional brands, and an opportunity through developing and launching varieties that
support consumer trends and thus contributes to growing sales.
Furthermore, changing drinking habits with growing wine consumption along with a
general trend towards consumption of milder, lighter alcoholic drinks have had a negative
impact on the growth in spirits sales. Related to the same, younger consumers show a
preference for milder taste and lower alcohol content in shot drinks. This has led to a
growth in the flavoured shots category, with especially candy shot flavoured drinks
becoming increasingly popular in Denmark.
Within Arcus’ key aquavit category a clear trend, in particular in the Norwegian market,
is an expansion of the typical occasions for consumption. Various aquavit varieties are
increasingly paired with specific foods instead of only being enjoyed after a meal as
digestive. In addition to this there is an increased interest in cocktails, where aquavit
could play a role. This trend is expanding the market potential for aquavit.
6.3.1

Norwegian off-trade spirits market, category development

The largest categories in Norwegian market are vodka and grape spirits (cognac and
brandy).
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Category development at Vinmonopolet for spirits– volume, million litres
Vinmonopolet sales – category development
Share of volume

Aquavit

24.7%

24.7%

0.2%

10.8%

11.8%

-1.4%

29.7%

30.4%

-6.6%

19.7%
5.0%
10.1%

16.2%
5.9%
11.1%

1.8%

2011

2015

Bitters

Grape Spirits

Vodka

Whisky

0.4%

Other

Source: Vinmonopolet

The graph above shows main categories’ development in share of volume at
Vinmonopolet and volume CAGR for each category over the period.
While the overall market has seen an overall slight volume decline over the period
shown, aquavit - Arcus’ main category - has realised marginal positive growth. The
category is furthermore currently experiencing a renewed positive momentum with Arcus
being the main category driver as illustrated below.
Long term aquavit sales development at Vinmonopolet – ‘000 litres
Aquavit total sales at Vinmonopolet
‘000 litres

1,064
1,003 1,040
810

823

1,184
1,130 1,171

1,237 1,251 1,223 1,240 1,208 1,217 1,241 1,258

897

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 LTM
Q2 '16
Source: Vinmonopolet, company inf ormation

The aquavit category has shown a positive growth trend over time as shown above, and
has also seen renewed positive momentum over the last couple of years. The recent
positive momentum for aquavit, and for Arcus within the category, is also illustrated by
the growth in rolling 12 months volumes at Vinmonopolet since June 2015 with
consistent year-on-year (“YoY”) monthly growth figures, and with Arcus consistently
taking market share.
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Positive momentum in total aquavit sale at Vinmonopolet - LTM
‘000 litres

1,222

1,229

1,229

1,233

1,233

1,235

1,244

1,241

1,249

1,245

1,251

1,254

1,258

YoY monthly
growth
Dec-15

1.8%

Jan-16

3.3%

Feb-16

8.5%

Mar-16

-1.0%

Apr-16

10.7%

May-16

5.6%

Jun-16

5.0%

Jun-15 Jul-15 Aug-15 Sep-15 Oct-15 Nov-15 Dec-15 Jan-16 Feb-16 Mar-16 Apr-16 May-16 Jun-16

Arcus’ YoY monthly market share development at Vinmonopolet
3.6%
2.3%

2.6%

2.4%

1.8%

1.6%

0.7%

Market share
(LTM June ‘16)

2.8%

2.5%
1.5%

1.5%
0.9%

0.7%

82.7%

Jun-15 Jul-15 Aug-15 Sep-15 Oct-15 Nov-15 Dec-15 Jan-16 Feb-16 Mar-16 Apr-16 May-16 Jun-16
Source: Vinmonopolet, company inf ormation

The main trends in the Norwegian spirits market include a shift from mid-priced
alternatives towards either super-premium, premium or value brands and a trend
towards lower ABV spirits, both as commented above.
6.3.2

Swedish off-trade spirits market, category development

Whisky is the largest category in the Swedish spirits market, followed by vodka.
Category development at Systembolaget for spirits – volume, million litres
Systembolaget sales – Category development
Share of volume

24.0%

23.4%

38.6%

39.2%

26.8%

27.9%

-0.6%
0.0%

0.8%

Aquavit

6.3%
2011

Bitters

3.4%

Grape Spirits

0.9%

Vodka

5.9%
2015

-5.8%
1.6%

2.8%

Whisky

-2.7%

Other

Source: Sy stembolaget

The graph above shows main categories’ development in share of volume at
Systembolaget, and volume and value CAGR for each category over the period.
The Swedish spirits market is seeing similar trends as commented above, with an
increasing interest for premium and super-premium products in recent years. Sale of
craft spirits is currently relatively limited in the Swedish market, but with the Group
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expecting increasing interest from consumers. In addition, the Swedish market has seen
an increased interest in ecological products in recent years.
6.3.3

Danish total (on- and off-trade) spirits market, category development

Aquavit and bitters represent a relatively large part of the Danish market, at a combined
25% of total volume in 2015 according to Euromonitor data.
Category development in the Danish total (on- and off-trade) spirits market –
volume, million litres
Danish total (on- and off-trade) spirits market overview –
category development
Share of volume

34.2%

5.1%

35.8%

9.1%

18.6%

11.4%
11.4%

Aquavit

21.1%

15.1%

3.1%

21.2%

10.9%
14.1%

2011

2015

Bitters

Grape Spirits

0.5%

1

Vodka

3.0%

Whisky

0.8%
-8.0%

Other

Source: Euromonitor
1) Grape spirits include Brandy and Cognac

The graph above shows main categories’ development in share of the Danish total (onand off-trade) spirits market volume, as estimated by Euromonitor, and volume CAGR for
each category over the period.
The aquavit category has seen declining volumes reflecting an overall trend of shifting
away from traditional categories to more trendy and international categories such as
vodka and rum, and with lower ABV candy shots becoming increasingly popular among
younger age groups (16+).
Arcus significantly expanded its presence in the Danish market through the acquisition of
a portfolio of brands with a strong position in the Danish market, including Aalborg and
Gammel Dansk, in 2013. The Group has started a revitalization of aquavit and bitters in
Denmark following the integration of the brands in its portfolio from the beginning of
2013.
6.3.4

Finnish total (on-and off-trade) spirits market, category development

The Finnish market is dominated by vodka and viina, a local non-flavoured spirit with
ABV less than 37.5%, which combined make up more than 56% of the market.
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Category development in the Finnish total (on- and off-trade) spirits market–
volume, million litres
Finnish total (on- and off-trade) spirits market overview –
category development
Share of volume

21.5%

23.2%

-2.5%

7.3%

8.0%

-5.6%

58.0%

56.0%

-7.0%
1.8%

2.1%

10.9%

0.1%

2.8%

2011
Aquavit

Bitters

9.9%

-2.8%

0.1%

2015
Grape Spirits1

Vodka 2

Whisky

Other

Source: Euromonitor
1) Grape spirits include Brandy and Cognac
2) Vodka includes Viina

The graph above shows main categories’ development in share of volume in the Finnish
total (on- and off-trade) spirits market and volume CAGR for each category over the
period.
Recently there has been a trend towards premiumisation of vodka, dark and white rum
as well as for other blended scotch whiskys in the Finnish market. However, changing
drinking habits along with a general trend towards consumption of milder, lighter
alcoholic drinks have had a negative impact on overall volume sales of spirits. Domestic
sales are also impacted by increased border trade as described above.
6.4

German spirits market

The overall German spirits market is large and differs from the Nordic markets in several
ways. It is completely open for advertising, the off-trade market is dominated by grocery
retailers and on-trade sales represent a larger share of the total spirits market at
approximately 20% in terms of volume according to Euromonitor data. However, the
market is experiencing similar trends as the Nordic markets with increasing preferences
for premium or super premium products over mid-priced brands.
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Sales development in the German market – EUR m.
Sales development in the German market (EURm)
CAGR ’11-’15

15,734

15,781

Overall CAGR
+0.1%
-0.3%

6,291

6,355

+2.9%

1,727

1,937

1,256

1,316

2,308

2,076

3,932

4,053

+1.2%

-2.6%
+0.8%

157
2011
14

Aquavit

-9.1%

107

1%

1%
2015

Bitter

Cognac

Vodka

Whiskey

Stable development in
combined Bitter and
Aquavit market

Other

12

Source: Company inf ormation and Euromonitor

10

As shown
above, based on Euromonitor data, the German market is very large at
8
approximately EUR 16 billion, with ‘schnapps’ and digestives such as bitters representing
6
a relatively
large share.
Arcus4 is present mainly in the niche premium aquavit segment, which has experienced a
decline
since 2011. Arcus increased its presence and focus on the German market
2
significantly in 2013 through its acquisition of the aquavit brands Aalborg and
Malteserkreuz
that had a historic presence in the German market. Following the
2011brands, Arcus started to
2015
acquisition of these
invest in the brands and to revitalize the
category. The initial effects of this can be seen in the flattening out of the historic
negative trend in sales as shown below.
Arcus’ aquavit sales in the German market – million litres
Sales of Arcus’ Aquavit in Germany (volume, million litres)
Former ownership as
non-core brands

Arcus ownership,
now core brands

3.2
Acquired from the
former owner

2.1
1.5

2000

2007

Source: Company inf ormation
Note: Volumes include LINIE, Aalborg and Malteser
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2012

1.3

2013

1.1

1.2

2014

2015

The Group believes there is a potential to regain some of the volumes lost by its brands
prior to Arcus acquiring the brands and to grow the aquavit category in Germany, both as
a traditional digestive, a segment of the market the Group estimates to be close to 150
million litres, and through leveraging key trends such as increased focus on mixology and
craft spirits for which its products are well suited.
6.5

Nordic retail monopoly wine markets and key trends

The Nordic retail monopoly markets have shown stable growth over a long period of time
as shown below.
Nordic wine markets – retail sales prices (EURm)
Wine market – EURm (Retail end-market value)1
EURm

CAGR
‘05-’15
‘16-’20E

4,000
3,500

3.9%

3.5%

3.6%

3.6%

3.8%

2.6%

3,000
2,500
2,000
1,500
1,000
500
0
2005

2008

2011

2014

2017E

2020E

Source: Euromonitor
1) Retail Sales Price, on- and of f -trade total, f ixed exchange rates, current prices

Sweden, the largest market of the three, has marginally outgrown Norway and Finland
over the last five years. Finland is a smaller market than the other due to the lower per
capita consumption of wine, as opposed to spirits, as further shown below.
Wine consumption per capita varies between the Nordic countries as shown below and is
well below the European average in Norway and Finland.
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Wine consumption per capita - litres (2015)
Nordic wine market, litres per capita (2015)

21.0
17.1
12.9
10.3

1

Finland

Norway

Europe1

Sweden

Source: OECD
1) Europe including Austria, Belgium, Denmark, Finland, France, Germany , Greece, Ireland, Italy ,
Netherlands, Norway ; Portugal, Spain, Sweden, Switzerland, Turkey and the United Kingdom

The wine markets in Norway, Sweden and Finland are generally becoming more polarized
driven by a premiumisation trend. Product life cycles are getting shorter with customers
increasingly searching for “something new”. Thus, having a large and flexible product
portfolio and having product development- and innovative packaging- competence and
abilities are increasing in importance, benefitting large players such as Arcus.
Nordic wine drinking habits continue to move towards those in Europe with increased
overall consumption, with preferences moving towards white-, rosé- and sparkling wine
at the expense of red wine. Simultaneously, there is a clear environmental focus across
the Nordics leading to increasing demand for organic wines, particularly in Sweden, and
for environmentally friendly packaging such as bag-in-box (“BiB”) and other pouch and
carton based solutions. Of the three countries, Sweden is the most ‘advanced’ in terms of
these trends, with Finland being further ‘behind’ among other given its traditionally
higher consumption of spirits (including lower alcohol spirits) as noted above.
6.5.1

Swedish wine market

The Swedish market has also experienced long term growth in both volumes and value,
with a clear premiumisation trend resulting in market value outgrowing volumes.
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Market value and product mix development in the Swedish market
Market value (RSP)1 & growth and product mix & key trends (value)
CAGR
4.1%
Alcohol tax
increase

2,499
2,480

210

2011

2,690
2,693

2,593
2,590

214

219

2012

2013

Value (EURm)

2,917
2,917

2,774
2,777

3%
10%
5%

30%

30%

30%

29%

29%

54%

53%

52%

52%

4%

224

226

53%

2014

2015

2011
2012
Red Wine

Volume (mL)

2%

3%
10%
4%

3%
10%

Sparkling wine

2013
White wine

11%

2%
11%
5%

5%

2014
2015
Rosé wine

Other

Source: Euromonitor
1) Includes Of f -trade and On-trade v olume; market size measured at RSP v alue with f ixed exchange rates and current prices

Compared to the other Nordic countries, Sweden has a relatively higher share of rosé, as
seen above, and organic wines are growing significantly representing some 17% of total
sales at Systembolaget in 2015, up from approximately 11% in 2014 and 5% in 2013.
Systembolaget has expressed an objective to have 20% of its portfolio organic by 2020.
6.5.2

Norwegian wine market

The Norwegian wine market has experienced long term growth in both value and volume.
However, in 2015, volumes declined slightly driven by increased duty-free quotas in June
2014 as noted separately.
Market value and product mix development in the Norwegian market
Market value (RSP)1 & growth and product mix & key trends (value)
CAGR
3.4%
Alcohol tax increase of NOK 4-5 per % and litres

1,370

72
2011

1,437

1,497

73

74

2012

2013

Value (EURm)

1,544

1,564

75

74

2014

2015

Volume (mL)

2%

2%
8%

9%
2%

1%
10%
3%

1%
11%

1%
12%
3%

2%
25%

25%

26%

27%

26%

62%

61%

60%

58%

57%

2011
2012
Red Wine
Sparkling wine

2013
White wine
Other

3%

2014
2015
Rosé wine

Source: Euromonitor
1) Includes Of f -trade and On-trade v olume; market size measured at RSP v alue with f ixed exchange rates and current prices

Market value growth is higher than volume driven by on a premiumisation trend seen
across the Nordic area. Red wine as a portion of total market has decreased in favour of
lighter white- and sparkling wines. Rosé is experiencing the highest growth albeit from
small absolute consumption level. BiB sales are important in Norway and have increased
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significantly, representing some 55-60% of total red- and white wine volume sold
according to Group estimates.
6.5.3

Finnish wine market

Finland is a smaller wine market than Norway and Sweden. The market is also more
fragmented in terms of categories with a higher share reported as “other” which includes
fruit-, mild mulled- and aromatised wines.
Market value and product mix development in the Finnish market
Market value (RSP)1 & growth and product mix & key trends (value)
CAGR
1.7%
Alcohol tax
increase
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62
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White wine
Other

7%

1%

1%
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Source: Euromonitor
1) Includes Of f -trade and On-trade v olume; market size measured at RSP v alue with f ixed exchange rates and current prices

The decrease in sales and volumes seen in 2015 is mainly due to an increase in alcohol
taxes, as indicated in the graph, resulting in domestic sales being affected by growth in
border trade from Estonia during the year.
6.6

Competitive landscape

6.6.1

Nordic spirits markets market

The Company estimates that it holds an overall 3 rd to 4th position in the Nordic spirits
markets, comprising Norway, Sweden, Denmark and Finland.
Market share overview
Spirits market overview – competitive landscape
Denmark1

Norway1
Arcus
36%3

Other
44%
1

Other
43%

1

Finland2

Sweden1
Diageo
17%

2

Other
37%

Altia
20%

1

Arcus
12%
2

Pernod
Ricard
8%
Interbev
6%

3

2

5

3
4

Edrington
3%

Vectura
(part of Arcus)
3%
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9%

4

6

Pernod
Ricard
4%

5

Altia
7%

•

3
5

Hans Just
8%

Diageo
12%

•

4

Nigab
9%

Arcus
10%1

Pernod
Ricard
12%

•

Altia and Pernod Ricard held a
combined ~70% of the spirits
market by volume in 2015
Otherw ise fragmented, with the
popularity and importance of
Vodka and the Finnish drink
Viina having resulted in the
development of numerous local
brands
Arcus has an estimated market
share in terms of volume around
2%4

1) Source: Company inf ormation; 2) Source: Euromonitor; 3) Pro f orma including Dworek acquired in Aug 2016
4) Finnish market shares are based on Euromonitor of f -trade market size (23.6m litres in 2015), and company inf ormation on sold v olume per play er
(the market shares are based on the company ’s own calculations)
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Market shares are based on volume data for 2015 from Vinmonopolet and Systembolaget
for the Norwegian and Swedish markets, respectively, and from Euromonitor for the
Finnish off-trade market size. Figures for Denmark are based on Nielsen reporting on a
12 month rolling basis to end of July 2016. The recently acquired Dworek brand (a value
brand) is included in the figures for Norway and Sweden.
Arcus is, according to the Company, the clear number one in the Norwegian spirits
market with a market share of around 36%, including the recently acquired Dworek
brand. The number one position is supported by a clear number one position in the large
aquavit category. The Group had a category share within aquavit of close to 83%,
according to the Company on a rolling 12 month basis to June 2016.
Arcus is, according to the Company, the number two player with a 12%, market share in
Denmark, supported by a clear number one position within aquavit with a category share
in the category of approximately 58% and a solid position in the bitter category,
according to the Company.
In Sweden, Arcus holds a number four position following the acquisition of Dworek,
according to the Company, which added some 3%, to its category share resulting in an
adjusted market share of approximately 10%, according to the Company. Within the
aquavit segment, it holds a number two position with a category share of approximately
25%, according to the Company.
In the Finnish market, where less detailed market data is available, Altia and Pernod
Ricard are the two main players with a combined 70% market share in terms of volume
in 2015 according to Euromonitor estimates. Besides Altia and Pernod Ricard, the market
is relatively fragmented as the popularity and importance of vodka and viina has resulted
in numerous local producers and brands on the market. Arcus’ market share is relatively
low in Finland compared to other Nordic markets, and the Group estimates that it ranks
as overall number eight with a market share in the level of 2%. However, within the
relatively small aquavit category, the Company estimates that it has a number one
position with a category share of approximately 60%.
6.6.2

German spirits market

The German spirits market is large and characterised by fragmented competition with no
single player holding more than 6% of the market in 2015 in terms of volume, according
to Euromonitor data. Arcus is a small player in the overall market, but holds a strong
position as the number one premium aquavit player with a segment share estimated by
the Group to be around 45%.
6.6.3

Nordic wine markets – Norway, Sweden and Finland

The Company estimates that it is the number one player on an overall Nordic (Norway,
Sweden, Finland) basis with a total market share in the Nordic wine market slightly
above 11% (based on weighted average of the respective country market shares in
Norway (16%), Sweden (11%) and Finland (8-9%), weighted with a total volume sold
per country; Norway 74 million litres, Sweden 226 million litres, Denmark 62 million
litres. Please see Section 6.5.1 "Swedish wine market", Section 6.5.2 “Norwegian Wine
Market", Section 6.5.3 "Finnish wine market" and additional details below). The number
two player, with close to the same Nordic overall market share, is only present with a
number one position in the large Swedish wine market.
The estimated market shares and positions shown below are based on Group estimates
based on reported sales figures, available market data from Vinmonopolet,
Systembolaget and Alko for the respective countries.
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Market share overview, company estimates for off-trade sales (2016)
Competitive landscape by value in the different countries
Norway1

1

Sweden1
Arcus
15%

Finland1

1
1

#3
(8-9%)

2

3

Other
~65%

4

Other
~60%

2

3

Arcus
11%

Other
~50%
2

4

~3
~3

Arcus
8-9%

Source: Company estimates

Arcus is the number one player in the Norwegian wine market, with a total market share
estimated of approximately 16%, based on the Company's off trade market share of 16%
and on-trade market share of 16%. The top five groups hold a combined estimated
approximately 35% of the market, with a large number of smaller and medium suppliers
holding the remaining 65%.
Arcus is the second largest player in the Swedish wine market with an estimated market
share of 11%. The top four players hold a combined estimated approximately 40% of the
market, with a large number of smaller and medium suppliers holding the remaining
60%.
In the Finnish market, Altia is the clear number one player with a number of companies,
including Arcus, holding around 8-9% market share and shared number three positions.
All three markets are characterized by a large number of small and medium sized
suppliers representing significant room for consolidation for large professional companies
such as Arcus.
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7.

BUSINESS OF THE GROUP

7.1

Overview

Arcus is a leading Nordic player in the production, import, sale and distribution of wine
and spirits. From the year ended 31 December 2005 to the year ended 31 December
2015, the Group has grown its operating revenue at a CAGR of 11%, as reported by the
Principal Shareholder, delivered through a combination of organic growth and successful
and profitable acquisitions. Arcus reported total operating revenue of NOK 2,572 million
and Adjusted EBITDA of NOK 340 million for the last twelve-month period ending 30
September 2016, corresponding to an Adjusted EBITDA margin of 13.2%.
The Group has three business segments, spirits, wine and distribution, representing
33%, 57% and 10% of Group’s operating revenue (excluding eliminations for internal
sales) for the year ended 31 December 2015.
The Group is the largest supplier of spirits in Norway with approximately 36% market
share in the off-trade market, including recently acquired Dworek, for the year ended 31
December 2015. The Group is also the largest player within wine in Norway with a 15%
market share for the year ended 31 December 2015. In Sweden, the Group is the second
largest wine company with approximately 11% market share and the fourth largest
spirits company with approximately 10% market share including recently acquired
Dworek.In 2013 the Group strengthened its presence in the Danish and German spirits
markets through the acquisition of De Danske Spritfabriker assuming ownership of iconic
spirit brands Gammel Dansk, Aalborg and Malteserkreuz. Arcus is currently the second
largest player in the Danish spirits market with a 2015 market share of 12%. Arcus
strengthened its position in the Finnish wine market in 2015 with the acquisition of Social
Wines Oy and Management believes that the Group currently holds a number three
position in the Finnish market with approximately 8-9% market share of wine sales. In
Germany the Group holds a strong position in the niche premium Aquavit segment with a
category share estimated by the Company to be around 45%.
The Group also exports spirits to selected markets outside the Nordic region and
Germany, including the U.S. In addition to being a branded consumer goods company
Arcus owns and operates the leading provider of integrated logistics services to the wine
and spirits market in Norway through Vectura. Vectura distributed 40.6 million litres in
2015 and had a 40% market share of deliveries to Vinmonopolet in that year. Following
recent contract wins, volumes and market share has increased to a pro-forma market
share of 44% of deliveries to Vinmonopolet.
Within business segment spirits, the Group’s portfolio consists of iconic Arcus brands with
unique histories and heritage. The portfolio is focused towards a limited number of
product categories, with particular emphasis, and global category leadership, within
Aquavit. The spirits business segment is managed from Norway with centralised sourcing,
sales and operations planning, product development and production, but with separate
sales units in Norway, Sweden, Finland and in Denmark. In 2015, approximately 92% of
segment sales, excluding revenue contribution from Group Supply Chain (“GSC”), were
generated by brands owned by Arcus (“Arcus brands”), while the remaining
approximately 8% by agency brands.
GSC, part of the business segment spirits, administers the day-to-day operations and
maintenance of the spirits and wine production and bottling facilities at the Group’s new
and modern facility at Gjelleråsen, outside of Oslo, in Norway.
Within the business segment Wine, the Group offers wines for everyone, with great taste,
in all price brackets. The majority of the wine portfolio is comprised of a wide variety of
agency brands supplied by a large number of international producers. A limited, but
growing, share of the portfolio are Arcus' own brands that have been developed in-house,
specifically customised to target local market preferences in each individual market. In
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2015, approximately 10% of the segment’s sales was generated by Arcus brand products
and the remaining approximately 90% through agency brands. A number of Arcus’ own
brands are currently among the best-selling products at the various retail monopolies.
The Group’s wine operations is organised with a number of subsidiaries, where
entrepreneurs with unique business acumen are encouraged to co-invest. This highly
successful business model ensures long term commitment and alignment of interests as
key employees are incentivised to drive profitability.
The business segment Distribution, operating externally under the Vectura name, is the
Group’s logistics service provider in the Norwegian market. The business has its
administration, warehouse and logistics operations at the Gjelleråsen facility, supporting
efficient interaction with GSC given the physical integration between the activities and
providing a competitive advantage to Arcus in the Norwegian market through ensuring a
shorter route to market for Group’s products.
The illustration below provides an overview of the key components of the value chain
within the Group’s operations .
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From 2005 to the date of this prospectus, the Group has evolved from being a local
player in the Norwegian market to a leading pan-Nordic branded consumer goods
company with selected international market presence. The Company believes that the
Group's growth journey will continue through product innovation, further international
expansion of core product categories and through winning new and attractive agencies.
The Group is well invested and offers a highly scalable platform that will drive further
margin expansion going forward.
7.2

Important events in the development of the Group's business

Arcus was established as a stand-alone state-owned entity in 1996 through a spin-off
from the state retail monopoly company Vinmonopolet AS in an effort to comply with
regulations set forth by the EEA. The retail distribution for alcohol would still be
controlled by a state-owned monopoly, while import, production, distribution and export
were to be taken over by the newly established state-owned commercial company. The
distillery operations as well as the iconic Norwegian spirits brands and their recipes were
included in the spin-off. Arcus was partially privatised in 2001 and fully privatised in
2003.
The table below provides an overview of key events in the history of the Group:
3

iii.

Distribution services through Vectura are only provided by the Company in the Norwegian market - in the
other markets in which the Group operates distribution and logistics services are outsourced to third party
providers
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Date

Important events

1805

First Linie Aquavit travels around the world

1825

Today’s recipe for Linie Aquavit was set by Jørgen B. Lysholm.

1996

Arcus AS established (Spin-off from Vinmonopolet); 100% state owned

2005

Current owner structure established with Ratos becoming the majority owner

2006

Acquires 62.5% in Vingruppen i Norden AB and expands wine operations to Sweden

2006

Divests industrial spirits division

2007

Acquired the brands Star Gin, Red Port and Dry Anise from Pernod Ricard

2007

Acquired 80% stake in Symposium Wines AS

2010

Construction of the new production and distribution facility and head office at Gjelleråsen is
initiated

2011

Acquired a 51% stake in the wine company Excellars AS

2011
2011
2012
2013
2014
2015
2015
2015
2015

Increased ownership in Vingruppen i Norden AB from 62.5% to 90.7%, with an option
agreement for the remaining 9.3% of the company
Swapped 34% of the shares in the company SAS de L'ile madame for 32.6% stake in Tiffon
S.A and acquired additional shares to increase the Group’s holding in Tiffon S.A to 34%
The new production facility at Gjelleråsen is completed and opened
Acquired all the shares in Arcus Denmark A/S from Pernod Ricard, which included the brands
Aalborg Aquavit and Gammel Dansk, and all the shares in Arcus Deutschland GmbH, which
owned the Malteserkreuz brand
Vingruppen AS is established as a parent company for Norwegian wine operations, fully owned
by Arcus
Acquired the wine activity from Fondberg in Finland and changed the name of the company to
Social Wines Oy
Acquired the aquavit brand Snälleröds in Sweden
Acquired a 70% ownership stake in the recently founded Norwegian wine company Heyday
Wines AS
Discontinued production in Aalborg and moved the production and bottling of the Danish
Brands (Aalborg, Malteserkreuz and Gammel Dansk to customised facilities at Gjelleråsen

2015

Kenneth Hamnes new Group CEO of Arcus

2016

Acquires Polish vodka brand Dworek

7.3

Competitive strengths

Arcus believes it has a number of key strengths that differentiate it from its competitors
and have enabled the Group to achieve significant profitable growth. These key strengths
include:
Leading Nordic consumer goods company with iconic spirits brands. Arcus is the
leading spirits producers in Norway and one of the largest spirits producers in the
Nordics. Arcus has an estimated 36% market share in the Norwegian spirits market.
Denmark is also a particularly strong market for Arcus following the acquisition of the
iconic brands Aalborg, Malteserkreuz and Gammel Dansk in 2013. The Group is the
second largest spirits supplier in the Danish market with approximately 12% market
share. The Group is the 3rd largest spirits supplier in the Nordics with 11% market share.
Arcus' spirits portfolio consists of iconic brands with a unique history and heritage dating
back to the early 1800s. The portfolio is focused towards a limited number of product
categories, with a particular broad selection within aquavit. Arcus is a Nordic and Global
category leader within aquavit, with a particularly strong position in Norway with a
category share of above 80% at Vinmonopolet, with and management estimating its
global category share within the product category to be around 55%. Flagship aquavit
brands include LINIE, Aalborg, Gammel Opland, Løiten, Gilde and Malteserkreuz. Aquavit,
as a product category, has a strong position in the Nordics in its traditional format as well
as an increasing global appeal. In addition to Aquavit, Arcus also has a leading portfolio
of own brands, most notably in the Bitter, Vodka and Grape Spirits categories.
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Large and well-diversified wine portfolio with leading third party producers and
innovative Arcus developed brands. The Group is a leading importer of wine in
Norway, Sweden and Finland. In Norway the Group is the number one player with
approximately 15% market share. In Sweden Arcus is the second largest player with
approximately 11% market share and in Finland following the acquisition of Social Wines,
the Group now has approximately 8-9% market share in Finland and a shared number
three position.
A wide variety of international top producers make up the majority of Arcus' sales within
the wine segment. Sales from agency brands accounted for approximately 90% of the
Arcus’ sales within the Wine segment for the year ended 31 December 2015. Assortment
is focused on wines for everyone, with great taste, in all prices brackets. Working with a
large agency portfolio allows Arcus to spread risk across multiple wine brands.
Complementing the Group’s already strong portfolio of internationally recognised agency
brands, the Group has been highly successful in establishing their own wine brands. The
Group buys wine in bulk, followed by blending and adjusting the wines at its own wine
laboratory. Own wine brands are customised for each local market, capitalising on the
Group's deep understanding of local market preferences. Own wine brands represent
highly attractive profit pools for the Group. Arcus' wine brands are popular both in
Norway and Sweden, with “Falling Feather” currently the most sold red wine in Norway,
with 2015 sales volume of 1.5 million litres at Vinmonopolet and "Ruby Zin", one of the
fastest growing brands in Sweden, with a 2015 sales volume of 0.6 million litres at
Systembolaget at. Other successes include “Doppio Passo” and “Zanni”, with a 2015
sales volume of 1.2 and 0.6 million litres respectively (Vinmonopolet). Of the Group's ten
most sold wines in Norway, three are the Group's own brands and one is jointly owned
with one of the producers that the Company imports wine from.
Entrepreneurial operating model with strong business acumen, supported by an
experienced management team. Arcus has an organisational structure allowing for
fast and decentralised decision making, supporting innovation and ability to succeed in
each market. Within the wine segment, Arcus operates a proven business model with
several subsidiaries. Key employees are encouraged to invest alongside Arcus and also
act as entrepreneurs in establishing the subsidiary’s business. Subsidiaries both cooperate and compete with each other. Co-operation and economies of scale in terms of
sales, PR, administration, logistics and sharing of best practice, and competition in terms
of sales, brands and producers. Furthermore, the model facilitates the acquisition of new
import agents, managed by motivated entrepreneurs. This model encourages an
entrepreneurial culture with unique business acumen, and has been a key success factor
for Arcus. Norwegian and Swedish operations are comprised out of seven subsidiaries
each, while Finnish operations are comprised out of three subsidiaries. The Group’s
decentralised and entrepreneurial culture at the business level is combined with group
wide co-operation within areas such as purchasing and logistics of imported goods,
supporting realisation of scale benefits to drive stronger group profitability. Arcus’ wine
business has experienced strong historical growth both organic and through acquisitions
while still maintaining high margins.
The organisation is run by an executive management team with a solid pool of Nordic
branded consumer goods experience averaging above 20 years of relevant experience
within their respective areas of expertise.
Attractive financial profile combining a solid non-cyclical revenue base with
strong margins and high cash generation. Arcus’ operations are characterised by
highly diversified revenue streams underpinned by non-cyclical underlying consumptions
of wine and spirits. The market has grown steadily over the past years as a result of
stable non-cyclical demand and an underlying premiumisation trend. The Company’s
most important sales channels are the retail monopolies. In 2015 sales through retail
monopolies accounted for 74% of Arcus’ sales. Monopolies are a robust and resilient
sales channel with high service levels, enjoying strong political and public support. An
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attractive characteristic of monopoly sales channels is the fact that, product assortment
is determined through structured tender processes. As long as the requirements from the
tenders are fulfilled and product ranking maintained, the product will remain part of the
monopolies’ base assortment and allocated appropriate shelf spacing (Vinmonopolet,
Systembolaget, Alko). The unique pricing mechanism applied by monopolies allows
producers and importers to decide their own price targets, and can position their
products as they see fit. Sales towards monopolies involve very limited payment risks
and due to the limited number of counterparties, sales administration costs are also
relatively low. These unique features have, together with Arcus' business model,
contributed to that Arcus has maintained an Adjusted EBITDA margin above 10.0% since
the year ended 31 December 2010, as reported by the Principal Shareholder, with an
Adjusted EBITDA margin of 13.2% for the twelve-month period ended 30 September
2016. In addition, the Group’s business model has a limited investment requirement
given its new and well invested facility at Gjelleråsen. Resilient margins combined with
limited investment requirements supports a highly cash generative business model for
Arcus.
Scale and experience required to master the unique Nordic retail distribution
model for wine and spirits. Arcus has successfully transformed from a local player in
the Norwegian market to a leading pan-Nordic branded consumer goods company with
deep understanding of local market conditions. The Nordic model with off-trade sales
dominated by state owned monopolies means that, in addition to understanding
monopoly assortment models and winning tenders, deep insight into consumer
preferences are critical to business success, in addition to deep insight into customer
preferences. Please see section 6.2 “Description of the principal markets in which the
Group competes” for further information on the Principal markets in which the Group
operates, and how these differ from a traditional retail distribution model.
Norway, Sweden and Finland are regulated markets where state owned monopolies
control the retail sales channel, which accounts for approximately 90% of wine and spirit
sales as further detailed in Section 6 “Industry and market”. The retail monopolies
represent large cost-efficient sales channels, supporting significant scale benefits within
logistics and sales and with transparent low mark-up pricing models. Arcus is a highly
attractive partner for international producers because of their strong competence in
manoeuvring the unique Nordic monopoly markets. The Group is seen as an ideal dooropener for international wine and spirits producers with ambition to access the Nordic
markets. Arcus’ dedicated HoReCa sales force provides international players with unique
access to the HoReCa segment. The HoReCa sales channel is vital in raising product
awareness, especially in the Nordic markets with considerable restrictions related to
marketing and promotions. The Group has a considerable scale advantage in performing
systematic market research and product development.
Arcus has a strong track record of winning monopoly tenders. Responding to and winning
such tenders is essential to establishing a significant market presence. Arcus’ scale in
production and distribution is a considerable benefit for answering tenders and for
product promotion through arranging local tastings. Arcus’ long term relationship with
the retail monopolies and unique knowledge of the monopolies assortment preferences
further differentiates the Group from its competitors.
The regulated markets in the Nordic area have strict, though varying, regulations on
advertisement of alcoholic beverages as further detailed in Section 6 “Industry and
market”. Mastering alternative ways of product promotion is an important driver of sales
growth for Arcus. Furthermore, regulations on advertisement make it very difficult for
new players to enter the markets with large budgets for traditional marketing. Alternative
activities successfully utilised by Arcus includes supporting and arranging joint activities
with consumer interest groups such as “Norske Akevitters Venner”. Social media is an
important marketing channel for Arcus in Sweden and Finland, but is however prohibited
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in Norway. Sweden and Finland also allow for various degrees of limited advertisement of
low ABV products through TV commercials and printed advertisement.
Well invested Nordic platform with room to grow and potential for further
operational improvement. Arcus’ production facility at Gjelleråsen outside of Oslo
opened in 2012 and is one of Europe’s most modern production, bottling and warehouse
facilities. Gjelleråsen provides Arcus with an integrated value chain with production and
warehousing capacity in adjacent buildings. The facilities have extensive innovation,
production and bottling capabilities in spirits and wine, covering all parts of the value
chain apart from the production of raw alcohol. Gjelleråsen is instrumental in effectively
handling the production, processing and bottling & filling parts of Arcus’ value chain.
Furthermore, having Vectura next door decreases costs compared to competitors that
need to transport the product to external logistics providers.
During the spring of 2015 all the production of Aalborg, Malteserkreuz and Gammel
Dansk was moved from Aalborg to the facilities at Gjelleråsen. The rational for moving
was to realise cost synergies through discontinuing production in Denmark without
having to increase capacity and cost in Norway. Realised benefits and synergies from the
move will reach full effect in 2016 and onwards. Going forward there is significant
potential for further improvement, including ongoing initiative to optimise sales and
operations planning, improve inventory management and increase capacity utilisation.
Capacity utilisation can be improved through taking on additional bottling contracts from
third party producers and importers, as well as, insource bottling services for the Group’s
companies that currently outsource these operations to third party service providers. The
Management believes that growth and cost reduction initiatives should provide higher
profitability through economies of scale, as volume can be significantly increased with
relatively limited additions to the current cost base.
Strong and tangible opportunities to continue growth journey, both organically
and through further acquisitions. Arcus has a strong track record of growth and
operational improvement. The Company has delivered profitable growth above that of
the market for over a decade. Despite the solid development in the past, the Company
has multiple avenues for attractive growth within both spirits and wine going forward.
There is a clear growth potential for Arcus in focusing efforts towards dominant
categories in Sweden and Finland, where Arcus’ spirits market share still remains
relatively low at 10% and 2% respectively. Whisky is a very popular category in Sweden
representing 44% of total volume at Systembolaget for the year ended 31 December
2015. Similarly, vodka (including viina) is the most popular category in Finland
representing 63% of total volume at Alko for the year ended 31 December 2015. Strong
potential can also be seen in increased sales of lower alcohol by volume ("ABV")
products in Norway and Denmark. In Norway the lower ABV category has grown at a
CAGR of 11% between 2007 and 2015 at Vinmonopolet. Similarly, in Denmark, the lower
ABV category experienced a sales increase of 30% from the year ended 31 December
2014 to the year ended 31 December 2015 according to Nielsen data.
International expansion of selected core brands with proven global appeal is also an
attractive growth avenue for the Company. This includes revitalisation of Aquavit in
Germany. Since Arcus’ acquisition of Aalborg and Malteserkreuz from Pernod Ricard in
2013, Aquavits negative trend in Germany has flattened out and has recently shown
signs of gaining momentum. Further international growth potential can be achieved
through leveraging interest for “Nordicness” and higher aquavit attention in the US and
other international markets.
The Nordic wine market is highly fragmented with significant room to grow both
organically, through creating new brands, winning new agencies, and via add-on
acquisitions. Only a handful of players are of significant size and these players are
typically focused towards one of the Nordic countries. With Arcus’ pan-Nordic platform
the Group is in a unique position to consolidate the industry. Another growth avenue
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within the wine segment is increasing sales of own brands, which currently only accounts
for 10% of sales within the Wine segment. Arcus has been very successful in producing
top selling wines, popular in both Norway and Sweden. Own brands represent a highly
attractive profit pool for the Company enjoying considerably higher gross margins than
agency brands.
7.4

Strategy

The Group's strategy is to continue to strengthen its position as a leading player within
production, import, marketing, sale and distribution of wine and spirits in the Nordic
markets, delivering stable and profitable growth over the long term. In addition, the
Group has identified Germany and Denmark as key focus markets going forward, with
the intention of revitalising the market interest for selected spirits products in these
markets. The Group aims to leverage its unique local market insight, strong brand
portfolio and proven operating model to drive growth and further margin expansion
through operational improvements and scale benefits.
7.4.1

Develop and grow the Spirits business segment

Arcus’ home markets for spirits are Norway, Sweden, Finland, Denmark and Germany.
Through focusing resources on core brands and product categories Arcus has identified
strong growth potential in these markets.
Together, the aquavit and bitters product categories represent a EUR 4.2 billon category
in Germany according to Nielsen. The brands Aalborg, Gammel Dansk and Malteserkreuz,
with a strong position and history in Germany, that Arcus acquired in 2013 had been a
non-core segment for the brands’ previous owners and awarded limited attention and
resources. These brands are however core for Arcus and the Group has managed to stop
the product categories’ negative trend since integrating them into the Group's
assortment. The Company sees strong potential from a revitalisation of the aquavit
product category in Germany. The Group sees short term growth potential through
improving the route to market and execution, with substantial long term growth potential
if successfully penetrating new occasions to recruit new consumers in Germany.
In Norway and Sweden aquavit and bitters are relatively large product categories
accounting for approximately 17% and 7% aggregate share of the total spirits market
through Vinomonopolet and Systembolaget in the respective countries for the year
ending 31 December 2015. In Denmark, the aggregate share of the product categories is
approximately 27% according to Nielsen data. The product categories have a strong
domestic foothold in the respective countries and have experienced growth momentum in
terms of value in Norway, Sweden and Finland. While as in Denmark and Germany
efforts have been directed towards revitalising the brand portfolio that the Group
acquired from the negative trend that was seen under its previous ownership. Arcus
seeks to ensure the continued growth through penetrating new occasions, as well as
emphasising aquavits attractive mixology features.
Key trends seen in the Norwegian spirits market include a shift from mid-priced
alternatives towards super-premium, premium or value brands, as well as, a shift
towards lower ABV alcoholic drinks. In Sweden there has been an increased interest for
organic spirits in recent years. In Demark new flavours of spirits and low ABV shots have
experienced increased interest. The Group sees growth potential in increasing speed and
innovation to quickly adapt to new emerging trends and positioning itself to capitalise on
new market developments.
With Management estimating its global category share to be around 55% within the
aquavit product category, the Group is in a unique position to penetrate new markets
and experience limited direct competition when entering. The Group sees considerable
growth potential in introducing the aquavit and bitter product categories to selected
markets where they currently receive little attention.
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7.4.2
7.4.2.1

Continue attractive growth of wine operations in all monopoly markets
Wine sales in Norway

The wine product category is characterised by having relatively short product life cycles
compared to spirits. Approximately 10% of the monopolies’ base assortment is replaced
each year according to the respective monopolies. The Group has proven successful in
securing new agencies, develop own successful wine brands and execute profitable
acquisitions required to defend and grow its leading market position over many years.
The Group intends to leverage its business acumen in securing new agencies, develop
new wine brands and carry out profitable acquisitions required to defend and further
improve its current market position.
The monopoly’s assortment is determined through a clearly defined tender process, as
further detailed in Section 6.2.3 "Retail monopoly assortments and route to market".
Products that are included in a monopoly’s base assortment enjoy the highest degree of
product promotion through allocated shelf spacing in all of the country’s monopoly retail
stores. These products consequently have a higher likelihood of enjoying high sales
volumes and sales growth. The Group sees potential in focusing efforts towards winning
assortment tenders in order to increase the number of Arcus products included in the
monopoly’s base assortment. Further potential is seen in focusing promotions towards
products that are already included in the monopoly’s base assortment. Furthermore, the
Group sees operational improvement potential in developing and adapting simpler, faster
and more commercial ways of working.
The Group has enjoyed great success in utilising its market insight in developing bestselling, own wine brands. This innovation trend has primarily been strong in the
Norwegian market and Arcus has developed a number of the best-selling products at
Vinmonopolet. Arcus' own wine brands are a great profit pool for the Group as these
products typically enjoy considerably higher margins than agency brands. Innovation and
product development is driven through the Arcus Wine Brands (“AWB”) subsidiary. Arcus
sees considerable potential in establishing a closer cooperation between the AWB and the
Group’s wine segment operations in Sweden and Finland. The Group believes that this
can be achieved through developing a Nordic route to market for products developed in
AWB. This would ensure that successful innovations can be easily introduced into all the
Nordic monopoly markets.
7.4.2.2

Wine sales in Sweden and Finland

Arcus’ successful and entrepreneurial business model for its wine operations is a clear
competitive advantage for the Group and a key factor in the Group’s success. The model
is based around key employees retaining a minority ownership in the subsidiaries they
are employed at. This structure ensures long term commitment and incentivises key
employees to drive profitability as their remuneration is directly linked to performance.
Furthermore, entrepreneurs are attracted to work together with the Group due to access
to extensive knowledge base of the market as well as help with central functions such as
Finance, IT, HR and logistics which enables the entrepreneurs to focus on the business.
The Group believes that further nurturing this culture, complemented with a strong focus
on profitability, will be critical to attract new agencies required to defend and grow the
Group's current market position in Sweden and Finland.
The wine industry in Sweden and Finland is also characterised by being highly
fragmented. Arcus' pan-Nordic platform with market leading positions in all of the Nordic
monopoly markets makes Arcus a natural consolidator in the industry. Selective bolt-on
acquisitions will be an important contributor to growth also in Sweden and Finland.
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7.4.3

Increase efficiency and improve capacity utilisation in GSC

GSC has undergone several structural changes over the years, in particular in relation to
moving all production to the facilities at Gjelleråsen. Gjelleråsen represents a well
invested and highly modern production facility. The facility has an estimated capacity of
27 million litres and a current utilisation rate of approximately 60%, assuming current
product mix and batch size. With all the production now centralised at Gjelleråsen, the
Company sees cost reduction and efficiency improvement potential at a number of stages
in the value chain. Areas identified include simplification of the production phase of the
value chain, reduce costs related to purchasing and sourcing and increase current
utilisation rate. Simplification of products, reduction in stock keeping units (“SKU”) and
increased production efficiency can be achieved through recipe simplification, tale
cutting, optimisation of batch sizes and establishing stream-lined processes that reduce
required man hours. Optimisation of sourcing can be achieved through a structured
planning process and utilisation of scale benefits driven by simplification. Utilisation rate
increase can be achieved through increasing third party bottling services, increased
production and sale of own products, as well as, insource bottling of products that are
received in bulk where bottling activities currently are being outsourced to third party
suppliers. These efforts, individually and collectively, are expected to contribute to
margin expansion going forward.
7.4.4

Continue road towards profitability in business segment Distribution

Vectura is the leading provider of integrated logistics services to the wine and spirits
market in Norway. Vectura experienced a negative volume development after 2012,
mainly relating to start-up problems in connection with the move to Gjelleråsen resulting
in negative impact on customer relationships. The negative trend has now shifted and
recent contract wins suggests that Vectura is on the path to reclaiming the market share
that was lost in connection with the relocation to Gjelleråsen. A key focus area for
Vectura in the coming years will be to maintain existing customers through providing
best in class service. Furthermore, Vectura will seek to grow its current market leading
position through securing additional and profitable volumes from new customers.
Despite recent initiatives that have reduced Vectura’s cost base by NOK 85 million, the
Company believes there to be further operational improvement potential in optimising
operations and establishing a performance based culture. In addition, the Group will
continue its implementation of an activity based pricing model to better match contract
complexity and margins, further driving profitability.
7.5

Group overview

7.5.1

Legal structure

Arcus ASA is the parent holding company in the Group. The Group's operations are
carried out through the wholly-owned operating subsidiary Arcus-Gruppen AS with 31
underlying subsidiaries and two associated entities, and the wholly-owned operating
subsidiary Vectura AS. The illustration below provides an overview of the Group's legal
structure.
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Please see section 7.5.3 "The Group’s subsidiaries" for a further overview of the
subsidiaries and associated companies in the Group, including country of incorporation,
proportion of ownership interest and voting rights.
7.5.2

Operational structure

The Group's operating and business segments are spirits, wine and distribution. The two
largest operating and business segments are spirits and wine.
The Group’s headquarters and central functions are located at Gjelleråsen outside of
Oslo, Norway. The Group has a pan-Nordic HR function but with main functions in the
Norwegian operations, which employs the majority of the Group's employees. Wine's
operations in Sweden and Finland and the business segment Distribution have a partly
separated governance structure from the remaining operations in Norway, with control
implemented through the Group CEO serving as Chairman of the Board. Wine in Sweden
and Finland has its own support functions that also handle HR matters. The Company’s
organisation supports a decentralized and entrepreneurial culture at business area level,
combined with group wide co-operation within areas such as purchasing, marketing and
logistics to support efficient operations and scale benefits.
Wine and spirits administer the import, sale and marketing of their respective product
categories. The wine segment reports its operating revenue by market, Norway, Sweden
and Finland. The spirits segment reports its operating revenue by main market and
category. GSC is reported as part of the Spirts segment given the close integration of the
two activities. GSC is responsible for planning, sourcing, production, storage, bottling and
inbound logistics of Arcus products for the whole Group, but with the main activity
related to products in the spirits segment. The Distribution operating segment is
responsible for the distribution and logistics of the Group’s wine and spirits products in
Norway, in other countries distribution services are outsourced to external third party
providers. Distribution also provides logistics services for a number of external alcoholic
beverage producers, agencies and importers in Norway. See Section 10.3 “Results of
operations for the Group” for further details.
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The illustration below provides an overview of the Group’s reporting structure:

7.5.3

The Group’s subsidiaries

The table below provides an overview of the subsidiaries and associated companies in the
Group. Proportion of ownership interest and voting rights stated on an indirect basis:

Arcus AS

Country of
incorporation or
residence
Norway

Proportion of
ownership interest
and voting rights
100%

Arcus Denmark A/S

Denmark

100%

Spirits

Arcus Deutschland GmbH

Germany

100%

Spirits

Arcus Finland OY

Finland

100%

Spirits

Arcus Sweden AB

Sweden

100%

Arcus Wine Brands AS

Norway

100%

Arcus-Gruppen AS

Norway

100%

Spirits
Wine (production
and sale of own
wine brands)
Parent company
for Wine and
Spirits operations

Norway

100%

Spirits

Denmark

50%

Excellars AS

Norway

90%

Hedoni Wines AS

Norway

78%

Heyday Wines AS

Norway

70%

Løiten Brænderis Destillation ANS

Norway

100%

Spirits
Wine (import
agent)
Wine (import
agent)
Wine (import
agent)
Spirits

Oplandske Spritfabrik ANS

Norway

100%

Spirits

Quaffable Wines Sweden AB

Sweden

72%

Siemers & Cos Destillasjon ANS

Norway

100%

Social Wines Oy

Finland

93%

Symposium Wines AS

Norway

78%

The WineAgency Sweden AB

Sweden

89%

Tiffon S.A

France

34%

Valid Wines Sweden AB

Sweden

66%

Vectura AS

Norway

100%

Vingaraget AB

Sweden

99%

Name

De Lysholmske Brenneri- og
Destillasjonsfabrikker ANS
Det Danske Spiritus Kompagni A/S
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Field of activity
Spirits

Wine (import
agent)
Spirits
Wine import agent
Wine (import
agent)
Wine (import
agent)
Spirits
Wine (import
agent)
Distribution
services provider
Wine (import

agent)
Vingruppen AS

Norway

100%

Vingruppen i Norden AB

Sweden

99%

VinGruppen Sweden Holding AB

Sweden

100%

Vinordia AS

Norway

97%

Vinum Import Oy

Sweden

87%

Vinunic AB

Sweden

99%

Vinuniq AS

Norway

97%

Wineworld Finland Oy

Finland

75%

Wineworld Sweden AB

Sweden

89%

Your Wineclub Sweden AB

Sweden

89%

Parent company
for Norwegian
wine operations
Parent company
for Swedish and
Finnish wine
operations
Parent company
for Vingruppen i
Norden AB
Wine (import
agent)
Wine (import
agent)
Wine (import
agent)
Wine (import
agent)
Wine (import
agent)
Wine (import
agent)
Wine (import
agent)

Tiffon S.A and Det Danske Spiritus Kompagni A/S are associated companies of the Group
and consequently not consolidated into the Group’s financials, but rather accounted for
under the equity mode and disclosed with corresponding book value and share of profits
from associates in the Group’s financial accounts; all other companies in the list above
are subsidiaries and are consolidated in the Group financials on a 100% basis.
7.6

Business areas

7.6.1

Spirits

Arcus is the world’s largest producer of aquavit and a leading player in the Nordic spirits
market with category shares of 36%, 10%, 12%, and 2% in Norway, Sweden, Denmark
and Finland respectively (category shares estimated based on category size statistics
from Vinmonopolet, Systembolaget, Nielsen and Alko). In addition to the Nordic
countries, Germany is also considered a home market. In Germany, management
estimates that Arcus has approximately 45% category share within the relatively small,
but profitable, aquavit product category and sees growth potential going forward. Arcus
brands represented 92% of the Sprits segment’s operating revenue in 2015, not
including revenue contribution from GSC, with the remaining 8% generated through the
sale of agency brands. Braastad cognac supplied by Tiffon S.A is included in the share of
Arcus brands.
In the Norwegian market management estimates that the Group had a spirits market
share in terms of value of 33.1% as of 31 December 2013, 31.3% as of 31 December
2014 and 30.2% as of 31 December 2015 (based on market size statistics from
Vinmonopolet). The decline in market share from 2013 to 2015 is mainly a result of the
Group’s pricing strategy within the aquavit product category. Through the recent
acquisition of the Polish vodka brand Dworek, management estimates that the Group’s
spirits market share in the Norwegian market has grown to approximately 36% as of the
date of this prospectus. In the Swedish market management estimates that the Group
had a spirits market share in terms of value of 4.7% as of 31 December 2013, 6.3% as
of 31 December 2014 and 6.4% as of 31 December 2015 (based on market size statistics
from Systembolaget). Through the recent acquisition of the Polish vodka brand Dworek,
management estimates that the Group’s spirits market share in the Swedish market has
grown to approximately 10% as of the date of this prospectus. In the Danish market
management estimates that the Group had a spirits market share in terms of value of
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18.1% as of 31 December 2013, 15.8% as of 31 December 2014, 14.2% as of 31
December 2015 and approximately 12% as of the date of this prospectus (based on
market size statistics from Nielsen). The market share decline in the Danish market
reflects that Arcus acquired a portfolio of brands with decreasing market shares from
Pernod Ricard in 2013. The Company is repositioning the brands in an effort to turn this
development. Market share further decreased as a result of divesting the brand
Bröndums in 2013. In the Finnish market the Group’s market share in terms of value has
remained relatively stable at 2-3% since 2013 (based on market size statistics from
Alko).
The Spirits segment develops and markets branded spirits products of which the lion
share consists of iconic Nordic products with unique histories and heritage, supplemented
by selected brands within the cognac and vodka categories. Arcus also has own brands
within a number of other spirits categories. In addition to the segment’s own brands,
Arcus imports and distributes a considerable amount of 3rd party brands through agency
agreements. The spirits business segment handles product development, sales and
marketing of the products. Processing, bottling and distribution are administered by the
GSC function. The spirits operating segment had a total of 128 employees (including 90
employees within GSC, of which 60 blue collar and 30 white collar) at year end 31
December 2015, with operating revenue of NOK 855 million for the year ended on the
same date.
The lion share of the Group’s own brand sales are Norwegian and Danish aquavit
products, however vodka, bitter and gin products are also important product categories.
Arcus also has own brands within the whisky and grape spirits (cognac and brandy)
categories, where spirits are imported, bottled and blended at the Group’s production
facilities at Gjelleråsen. In addition, Arcus owns 34% of the French cognac producer
Tiffon S.A.
Arcus also has a number of agency agreements with international spirits producers from
a number of different countries, of which Great Britain, France, Canada, Ireland and the
US are the largest. When competing for the most attractive agencies, Arcus’
competencies and industry expertise in the Nordic monopoly markets is an important
competitive advantage. In addition, Arcus’ pan-Nordic platform, with a dedicated HoReCa
sales force in all markets, is highly attractive for the international producers as the Nordic
market, on an aggregate level, is a relatively large and attractive market for an
international perspective, while as individually the markets are relatively small and not as
attractive.
The spirits business segment is managed from Norway with centralised sales, marketing
and product development at Gjelleråsen outside of Oslo, with ownership of the Danish
brands managed by the Danish organization. The Group's Norwegian operations
consisted of 25 employees at year end 31 December 2015. The Group has separate sales
organisations in Sweden, Finland and Germany. Sales in Denmark are handled by Det
Danske Spiritus Kompagnie A/S ("DDSK"), a 50/50 joint venture with Flemming Karberg
Familieholding ApS ("Karberg"). The Group's Danish operations consisted of 4
employees at year end 31 December 2015. Marketing, sales and agency management in
the Swedish and Finnish market is managed through Arcus Sweden AB and Arcus Finland
Oy respectively, both wholly-owned subsidiaries of Arcus. At year end 31 December
2015, Swedish operations and Finnish operations consisted of 8 employees and 3
employees respectively. In April 2016 the Group has established Arcus Deutschland
GmbH as a sales company in Germany. As of the date of this prospectus, Arcus
Deutschland GmbH has one employee.
7.6.1.1

Group Supply Chain

The Group Supply Chain ensures efficient sourcing, sales and operations planning,
production and distribution of Arcus' spirits and wine brands. GSC is currently responsible
for sourcing and purchasing of approximately one third of the Group’s cost of goods. GSC
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also provides bottling services to a number of third party producers independent of the
Group. The business produces, among other things, Arcus’ Norwegian and Danish aquavit
products and bottles large volumes of wine in both bottles and BiB at the Group's modern
and well-invested production facility at Gjelleråsen.
Going forward, GSC will assume responsibility for sourcing, sale and operations planning,
production, bottling and coordinate distribution of Arcus’ own brands across all product
segments, in all the countries where Arcus operates. The GSC operating segment
consolidates its financials into the spirits operating segment. Based on internal sales
forecasts and other underlying material, the spirits and wine business segments indicate
the appropriate production volume to GSC. The GSC subsequently base their purchases,
production and inventory on these indications. The purchase of finished products as part
of the agency business value chain is administered by the spirits and wine operating
segments.
The production facility at Gjelleråsen manages the Group’s inventory and cask maturing
processes with, approximately 7,300 casks of aquavit and other spirits stored for
maturation at the facility. In addition, at any given moment approximately 1,100 casks
are being matured at sea during the characteristic sea voyage that is customary for
certain aquavit brands. The GSC administers the day-to-day operations at Gjelleråsen as
well as maintenance of the spirits production facilities and the bottling facilities for wine
and spirits. The facility at Gjelleråsen are among Europe’s most cutting-edge and
advanced production facilities for wine and spirits and one of very few that has its own
in-house certified laboratory for quality control and supervision. The facility has a large
capacity with a clear objective of maximising utilisation. In 2015 Arcus transferred
production of Aalborg Akvavit, Gammel Dansk and Malteserkreuz from Aalborg to
Gjelleråsen. Transfer was concluded without the need of increasing the staff at
Gjelleråsen and contributed an increase in production efficiency, as further detailed in
Section 10.2.3 “Efficiency improvements”.
Efficiency optimisation efforts have resulted in GSC having capacity to take on new large
bottling contracts for third party producers and importers. GSC is also responsible for the
less industrialised and more bespoke production processes of Altungstad Brenneri at
Stange and Snälleröds brenneri in Ljungbyhed in Skåne.
7.6.2

Wine

The business area wine undertakes import, product development, marketing and sale of
wine in Norway, Sweden and Finland. In Norway, Arcus holds a number 1 position within
wine sales with approximately 15% market share. The Group’s strongest competitors
include Solera and Altia which have approximately 12% and 4% market share
respectively. In Norway the off-trade market accounts for approximately 87% of total
wine sales, while as for the Group, monopoly sales account for 83% of wine sales in
Norway. In Sweden, the Group holds a number 2 position within wine sales with
approximately 11% market share. The Group’s strongest competitors in the Swedish
marked include VIVA and Oenoforos which have approximately 15% and 6% market
share respectively. In the Swedish market off-trade sales accounts for 92% of total wine
sales. In Finland, the Group holds an estimated number 3 position with 8-9% market
share. The Group’s strongest competitors in the Finnish wine market includes, Altia who
has an estimated 27% market share, as well as a handful of players who share the
number 2 position in the market including Solera, Winestate and Pernod Ricard who each
hold 8-9% market share similar to Arcus. In the Finnish market off-trade sales accounts
for 94% of total wine sales. In the Swedish and Finnish market, on an aggregate basis,
the Group’s sales to monopolies accounts for approximately 90% of wine sales.
The Group’s market share in terms of value in the Norwegian market has experienced a
slight decline over the last few years. Management estimates that the Company’s market
share in the Norwegian market in terms of value was approximately 16.9% as of 31
December 2013, 16.7% as of 31 December 2014 and 15.1% as of the date of this
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Prospectus. The reason for the decline in market share is a reduction in volumes sold of
some of the Group’s key agencies. The Group’s wine operations in Sweden has strong
track record of outperforming the market in terms of growth. The management estimates
that the Group’s market share in terms of value in the Swedish market has grown from
approximately 10.5% as of 31 December 2013 to approximately 11% as of the date of
this Prospectus. Management estimates that the Group had approximately 1% market
share in Finland as of 31 December 2013 and approximately 1.5% as of 31 December
2014. Through the acquisition of Social Wines Oy in 2015, Management estimates that
the Group’s market share in the Finnish market increased to approximately 8% as of 31
December 2015 and has seen a further increase to 8-9% as of the date of this
Prospectus.
Wine operations are mostly based around agencies with international producers that are
managed by Arcus’ wine import agents in each individual country. In addition, the
operating segment has established a number of Arcus brands that are bottled at
Gjelleråsen. For Arcus brands, wine is purchased in bulk by the GSC function and mixed
at Gjelleråsen to produce the Company’s own branded products. The wine segment had a
total of 73 employees at year end 31 December 2015 and operating revenue of NOK
1,467 million for the year ended on the same date.
Wine import agents have an important role in the Nordic retail monopoly markets. The
import agents act as liaisons between wine producers and the target market through
being a partner to the producer in identifying and bringing forth new products with
market appeal. The import agent’s role is particularly relevant in the Nordic markets
where the retail distribution channel is controlled by state owned monopolies and the
alcoholic beverage industry is highly regulated with regard to e.g. advertisement
restriction and labelling requirements. The import agent assists international producers in
manoeuvring the market to ensure that products receive the best possible market
exposure to maximise sales. An agency agreement is a mutually beneficial agreement
between the producer and the import agent in which the import agent sells the
producer's products in a specific market. The producer is free to set their own export
price for their products and the import agent is free to set their own service mark-up for
the bringing the product to the market with prices being negotiated on an ongoing basis.
Neither the producer nor the import agent makes any payments to the other party on a
going basis. An import, and consequently a payment, is made from the import agent to
the producer only when a product is sold from the import agent in a designated market.
The agency model is flexible to both importer agents and producers if either party wishes
to terminate the relationship. There is typically no lock-up period, and an agency
agreement can be terminated with immediate effect by either the import agent or the
producer. The party that wishes to terminate the relationship is usually obligated to
compensate the other party for six months’ worth of lost revenue as a consequence of
terminating the agreement. Due to this flexible structure and the fact that both the
import agents and the producers have a mutual interest in maximising sales of a
particular product, agreements usually do not include any guarantees with regards to
volume. Agency agreements often change hands between competitors all dependent on
who the producer believes is best positioned to maximise sales of their products. From an
importers perspective the most popular wine brands are the most attractive agencies to
hold as they offer the largest volumes. Competition between wine importers for top
selling brands is very fierce and consequently the import agents’ service mark-up comes
under pressure. For an import agent, top selling brands often account for a considerable
share of the respective import agent’s sales and each import agent typically only holds a
few of these in their portfolio. Arcus’ wine operations comprise a large number of
majority owned import agents, consequently the Group as a whole is less sensitive to
losing one particular agency, however, losing a top selling agency can have a large
economic impact for the individual import agents if a lost agency is not successfully
replaced.
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The agency business model provides a number of attractive aspects for producers
including access to a market without incurring any material increase in fixed costs,
access to the HoReCa segment that otherwise is challenging to penetrate, access to local
market expertise to better position their products towards the consumers, as well as,
access to journalists and a joint advertisement platform alongside other leading
producers. The agency model is also beneficial for importers of wine as the industry is
characterised by a vast number of producers, with no single producers commanding a
dominant share of the market and products typically have a set life cycle with
Management estimating that the Group must add 5-10% of new volumes to its portfolio
per year to defend its current market position. Having the flexibility to easily adjust
product portfolios and introduce new products without heavy investments in product
development is a key benefit for importers.
The lion share of Arcus turnover within the wine segment is driven through the
Company’s import agents in the respective countries. These companies manage agencies
for international producers’ brands. The top five agencies in Norway and top five agencies
in Sweden on an aggregate level accounts for approximately 30% of the wine segment’s
sales. Industry expertise and a wide network of connections are key attributes in
successfully securing and retaining attractive agencies and winning monopoly tenders
required to be included in the retail sales channel base assortment. The industry is
characterised by personal relationships between the producer and the import agent and
most of the agencies are verbal agreements. Arcus’ decentralised organisational structure
with multiple smaller subsidiaries is highly efficient in this dynamic industry.
Furthermore, key personnel with strong industry relationships are encouraged to retain a
minority ownership in the subsidiary, closely aligning their own interest with that of the
Group. The structure also encourages and facilitates an entrepreneurial spirit within the
organisation driving progression and further success. A limited, but growing, share of
sales within the wine segment comes from the Group’s own brands, developed in-house,
specifically customised to target the local market preferences in each individual market.
Product innovation and development is done within AWB. AWB sells its own products in
Norway, while as in Sweden and Finland these products are sold through the Group’s
local subsidiaries.
The industry is experiencing a clear trend towards increased cooperation between the
producers and import agents in developing products specifically targeted towards local
market preferences. Import agents develop their own concepts and products and order
them from third party producers. These proprietary products are then marketed and sold
as the import agents own brands. Arcus has capitalised on this development and some of
the Group's most successful products are proprietary brands developed by Arcus’ import
agents further detailed in Section 7.4.2.1 "Wine sales in Norway". In Norway, Arcus is
the only company with a large bottling facility and an advanced certified laboratory that
can ensure product quality. This is especially important for the BiB wine products and
consequently provides Arcus with a significant competitive advantage in Norway and
Sweden where BiB sales accounted for 59% and 58% of total red wine sales respectively
in 2015 (Vinmonopolet, Systembolaget). The wine segment is focused on organic growth
through securing new attractive agencies, developing new proprietary brands and
through establishing new subsidiaries and growth through bolt-on acquisitions.
Arcus’ Wine operations in Norway are organised under Vingruppen AS, with
administration, IT, HR and other group services provided by the Company. The import
subsidiaries manage their own agencies and administer their own import, marketing and
sale, primarily targeted towards the state owned monopolies. Wine operations in Norway
consisted of 26 employees at year end 31 December 2015. Wine operations in Sweden
are organised under Vingruppen i Norden AB, the parent company for the Company's
Swedish and Finnish subsidiaries. The parent company administers finance, IT, HR,
logistics and HORECA sales for all the subsidiaries, while the individual subsidiaries
manage their own agencies and administer their own import, marketing and sale. Wine
operations in Sweden consisted of 39 employees at year end 31 December 2015. The
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Finnish subsidiaries manage their own agencies and administer their own import,
marketing and sales. In 2015 the subsidiaries were centralised to Helsingfors, with the
ambition of centralising group functions like finance, IT and HR to Vingruppen i Norden
AB by the end of 2016. Wine operations in Finland consisted of 8 employees at year end
31 December. The Company has established a separate sales force, responsible for
targeting the HoReCa segment of each market.
7.6.3

Distribution – Vectura

Vectura AS is Norway’s largest logistics services provider for alcoholic beverages with
40% market share of volumes distributed to Vinmonopolet for the year ended 31
December 2015. The Company’s market share has experienced a decline in market share
since the Company moved to their current facility at Gjelleråsen. Vectura’s market share
of volumes distributed to Vinmonopolet for the year ended 31 December 2013 was 47%
and 44% for the year ended 31 December 2014. Vectura recently signed a number of
new contracts, shifting the negative trend seen over the last few years, and increasing
the Company’s market share of volumes distributed to Vinmonopolet from the 40% that
the Group had in 2015, to current levels of approximately 44%. The Company’s only
competitors within distribution services of alcoholic beverages in Norway are Skanlog
with 36% market share and Cuveco with 24% market share of volumes distributed to
Vinmonopolet for the year ended 31 December 2015.
Vectura is a full service provider with a service offering that includes inbound logistics,
storage, and/or outbound logistics of products for its clients. The business unit’s
distribution channels include Vinmonopolet, HoReCa and wholesalers, of which
Vinmonopolet accounts for the vast majority of the market. Vectura works closely with a
vast number of producers and import agents of various sizes in transporting and
distributing goods originating from more than 40 different countries. Currently
approximately two thirds of Vectura’s distribution volumes are from external clients, the
remaining being from Arcuswine and spirits. Vectura AS was established in 1996 and is a
wholly owned subsidiary of Arcus. Vectura has its head offices at Gjelleråsen outside of
Oslo and utilises one of the most advanced and efficient logistics facilities in the industry.
The business unit had a total of 177 employees at year end 31 December 2015 and had
operating revenue of NOK 250 million for the year ended the same date.
Vectura is dependent on highly experienced personnel in deciding what products to have
in stock at their warehouse. Close cooperation with producers and importer agents as
well as advanced IT systems is required to facilitate timely and appropriate delivery of
products. This, in turn, provides healthy and stable results for Vectura through high
accuracy on deliveries, limited inventory costs, consistency and predictability. Vectura
also offers data analysis services with demand forecasts, extensive advisory and various
industry reports with statistics on delivery service levels, inventory turnover and forecast
accuracy to its clients. In addition to being a full service logistics provider, Vectura has its
own wholesale operation target towards the HoReCa market. HoReCa clients can easily
access the product portfolios of all the importers that have distribution agreements with
Vectura through the company’s online database.
Order intake is Vectura's contact point for clients within the HoReCa segment and
Vinmonopolet. The unit is primarily focused on carrying out the clients requests and
preserving the clients’ interests within the Vectura system. Clients can also execute their
orders through Vectura’s online store.
Vectura offers distribution services to Norway to over 800 suppliers. Vectura's scale in
operations allows the company to be price competitive for both full load deliveries and
smaller orders. Vectura also provides in-house customs services for products that are
imported through its warehouse. The Group’s modern and well-invested storage facility
at Gjelleråsen has an estimated capacity of 54 million litres and a "run rate" of 44 million
litres. The facility is highly automated and temperature controlled with monorail
transportation systems for inventory supply from bulk storage to unit distribution areas.
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The facility also employs automated weight stations for the emptied portable platforms,
ensuring that potential order inaccuracies are promptly identified and corrected.
As the only integrated 3PL and 4PL provider to both Vinmonopolet and HoReCa in
Norway, Vectura offers country wide distribution to both the HoReCa segment and to all
of Vinmonopolet’s retail stores. In East-Norway, Vectura handles their own deliveries
using their own 25 delivery trucks and their own service workshop. For distribution to the
rest of the country Vectura has a partnership agreement with Bring AS.
7.7

Value chain dynamics and profitability drivers

The Group provides products within two different product categories, spirits and wine,
characterised by somewhat different supply and demand characteristics and varying
degree of seasonality. Furthermore, the Group utilises two different business models in
bringing products to market. The wine segment is mostly operated through an agency
structure, where third party producers owns develop and produce the products and the
Company acts as import agent for the products. Within the spirits segment, the vast
majority of products and brands are wholly owned by the Company and product
development and production is conducted in-house.
In Norway, Sweden and Finland the Company’s customers include the state owned retail
monopolies as well as HoReCa segment customers. In Denmark Germany and other less
regulated markets, products are sold to the more traditional retail distribution channels
as well as to the HoReCa segment. The Company receives their orders through the
Company’s local distribution and logistics services management divisions. In Norway,
orders are received through Vectura, while as in other markets the Group has separate
order handling divisions that receive and execute orders, as well as coordinate the with
third party distribution and logistics services providers to efficiently distribute the
products. Transportation costs are absorbed by the provider producer or the importer of
the products of the products and not by the on- or off-trade seller.
7.7.1

The Nordic retail monopolies

Monopolies are very different compared to regular retail stores. The Nordic alcohol
monopolies are established as a social-political initiative in order to reduce or limit
alcohol consumed by the consumer. The overall objective of the monopolies is therefore
not to maximise profits, but rather provide a broad range of products in all price brackets
and varieties, offer a high service level and have extensive geographic coverage. Sale to
the monopolies is mainly done through popular assortment listed products. New products
are typically included in the monopolies’ assortment through tender processes where
price range and characteristics are clearly specified. All importers and producers are
welcome to participate in the tender process on equal terms. Product quality, market
understanding and understanding of the tender request will determine what product and
which agent or producer wins the tender offer. In addition to the traditional tender
processes, the wine and spirits companies, based on their own perception of market
potential, can launch new products through the monopolies order based assortment list.
These products are offered through the monopolies but are not held in store. An order
from the monopoly to Arcus is only placed if customers specifically request the product.
Sales numbers will then determine whether the products are later included and kept in
the monopolies’ base assortment. On any order from a monopoly to a producer or
importer, the producer or the importer will have to incur transportation costs related to
the order. Any individual monopoly holds a limited amount of inventory of each product
at any given moment. Hence, the orders placed by each monopoly retailer to Arcus are of
relatively modest size although quite frequent. Orders are placed on an ongoing basis
and deliveries are conducted at least once a week. When a sale is conducted from Arcus
to a retail monopoly, the Company receives payment immediately and inventory risk of
that specific batch is transferred to the monopoly retailer upon delivery. See sections
6.2.3 “Retail monopoly assortment and route to market” and section 6.2.2 “State retail
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monopoly entities in Norway, Sweden and Finland” for further information on the Nordic
retail monopolies, tender processes and route to market.
7.7.2

Value chain dynamics and profitability drivers for the Spirits segment

The spirits industry as a whole is typically described as slow moving and adaption rate for
new products and product categories is generally relatively slow. Demand for specific
products and product categories are highly dependent on market specific drinking habits
and culture, with limited demand variations over time and consequently, product demand
is relatively predictable. See section, 6.3 “Nordic spirits markets and key trends” for
further information on category development and product category preferences in Arcus’
key markets. A number of different product categories, are associated with specific
seasons, and consequently, seasonality is an important aspect of the industry.
Seasonality is especially relevant for Arcus, as the Company’s most important product
category within spirits, aquavit, is typically associated with the Christmas, Midsummer
celebrations and Easter holidays. The industry is characterised by relatively low price
elasticity of demand, although Product demand may be affected by e.g. changes in the
alcohol policies in relevant target markets. See section 6.3 “Nordic spirits markets and
key trends” and section 6.4 “German spirits market” for further information regarding
market trends and demand development of key product categories.
Approximately 92% of sales within the spirits segment are derived through the sale of
the Company’s own products that are produced and developed in-house. Raw material
used in the production of Spirits products are sourced from a handful of larger suppliers
and blended at the Company’s production facilities at Gjelleråsen to produce finished
products . Finished products are stored at the Company’s product warehouse at
Gjelleråsen until they are sold. The Company bears considerable inventory risk, as
purchasers of the Company’s products typically only have a limited number of SKU at
hand at any given moment. The Company has a near perfect natural hedge between NOK
and EUR and consequently has limited currency exposure. Hence, the Company’s cost
base within the spirits segment is mostly a result of efficiency in sourcing and production,
inventory and working capital management and costs related to distribution and logistics
services. The Company has long term agreements with key suppliers including, but not
limited to, Hoff and Tiffon S.A. Furthermore, the Company retains a 34% ownership
interest in Tiffon S.A and, as of the date of this prospectus, Hoff retains a 9.9%
ownership interest in Arcus. Both Tiffon S.A and Hoff are key components of the cost
base within the spirits segment. In Norway, the Company purchases logistics services
from the Arcus’ wholly owned distribution services subsidiary Vectura, while as these
services are outsourced to third party providers in other markets in which the Group
operates. Expenses related to logistics and distribution services are costs incurred by the
Company. See section 7.13 “Sourcing, purchasing, production, logistics and distribution”,
for further information related to the Company’s purchasing, sourcing, production,
logistics and distribution activities.
4

7.7.3

Value chain dynamics and profitability drivers for the Wine segment

Contrary to the spirits market, the wine market is characterised as relatively fast moving
goods, with consumer consumption habits and demand constantly evolving, both in
terms of product category preferences and in terms of brands preferences. Overall
demand for wine in the markets in which the Group has its wine operations is relatively
stable in terms of volume, however product and category preferences and price
sensitivity will exhibit some variations. The industry is highly fragmented, with the
largest producers enjoying approximately 2% market share. Furthermore, management
estimates that the Group must add 5-10% of new volumes to its portfolio per year to
4

iv.

Production of aquavit, bitter, gin and several other products involves maceration and distillation of spiced
spirits, which thereafter is blended and matured in oak cask of up to 12 years. Cask maturation is a core
competence for Arcus, and is handled by our own skilled coopers.
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defend its current market position. New volumes are required in order to remain
competitive in upcoming tenders and successfully introduce new products in to the
monopolies’ assortment and make up for market growth and lost volumes as a result of
decreasing SKU’s.
The monopolies facilitate this dynamic development through its tender processes’ in
determining whether or not a product will receive the base assortment classification and
be prominently displayed in the monopoly retail stores. See section 6.2.3 “Retail
monopoly assortments and route to market” for further information the dynamics of the
tender processes, various assortment classifications as well as possible routes to market
for a product in the heavily regulated monopoly markets in the Nordics.
From a supplier point of view this fast moving industry favours an agency business model
that allows for a flexible cost base, large product assortment, limited expenses related to
product development and flexibility related to adding or removing products from product
assortment. In order to defend and improve the Company current market position within
the wine segment, Arcus needs to quickly adapt to changing market conditions and
consumer trends. Furthermore, winning assortment tenders is essential in in defending
and improving the Company’s market position. The majority of the Company’s cost base
within the wine segment is related to sourcing finished products from a vast number of
international producers. Approximately 90% of the wine segment’s sales are derived
from the sale of products where the Company has an agency agreement with a third
party producer of the product. The Company incurs a significant currency exposure as
wine products sourced through agency agreements are typically bought in EUR, while as
the vast majority of sales within the wine segment are in NOK or SEK. The Company’s
profitability is highly dependent on its ability to adjust product prices towards the various
retail monopolies as well as renegotiate import prices from key suppliers in response to
currency fluctuations. The segment’s profitability may be temporarily affected as a result
of currency swings as the retail monopolies only allow for price adjustments a certain
number of times throughout the year. Furthermore, within the wine industry, consumers
typically exhibit a higher degree of price elasticity of demand further challenging the
Company’s ability to fully compensate for currency swings through price adjustments.
When the Company has entered into an agency agreement with a third party producer,
the producer’s products are included in Arcus’ product assortment and sold through the
same sales channels as the Group’s other products.
7.8

Operating revenue by category of activities for 2013, 2014 and 2015

The table below shows operating revenue split between the Group’s three business
segments, spirits, wine and distribution for the years 2013, 2014 and 2015. The figures
include internal sales between the segments. See Section 10.3 “Results of operations for
the Group” for further details
NOK million
Spirits
Wine
Distribution

7.9

2013

2014

2015

887

903

855

1,177

1,281

1,467

287

271

250

Sales by geographic market for 2013, 2014 and 2015

The table below shows sales split between the Group’s geographic markets for the years
2013, 2014 and 2015.
NOK million

2013

2014

2015

Unaudited

Unaudited

Unaudited

Norway

1,014

1,015

976

Sweden

812

865

950

87

Finland

53

58

168

Denmark

119

121

126

Germany

48

53

55

DFTR and international

121

97

91

7.10

Product and brand overview

7.10.1 Spirit brands
The Group’s spirits portfolio includes some 68 Arcus brands, including 10 speciality
bottling brands and 60 agency brands from 21 different producers (based on products
that have been sold the last twelve months). The table below shows a selection of key
spirits brands in Arcus' portfolio.
Brands in Arcus’ spirits portfolio
Category

Selected brands

% of 2015 sales
5
excl. GSC

Aquavit

50%

Cognac

17%

Vodka

6%

Bitters

11%

Other

16%

5

v.
88

Share of revenue has not been pro forma adjusted for recent acquisition of Dworek

7.10.2 Wine brands
The Group’s wine portfolio includes 17 Arcus brands that represented approximately 10%
of the segment’s sales for the year ended 31 December 2015 and more than 145, 200
and 70 agency brands in Norway, Sweden and Finland respectively, of which 4 are
controlled by the Company (controlled agency brands are brands in which the producer
has developed the brand specifically for the Company and consequently the producer is
permitted to sell the product through the Company). Agency brands represented
approximately 90% of segment’s sales for the year ended 31 December 2015. The table
below shows a selection of key wine brands in Arcus’ portfolio.
Agency brands
6

Norway

Sweden and Finland

Controlled brands

Arcus brands

6

vi.

Note that there are some differences in terms of which brands are represented in Sweden and in Finland
respectively
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7.11

Product innovation and Brand portfolio management

7.11.1 Business area Spirits
Spirits is a relatively “slow moving” consumer good in the sense that there is low brand
turnover, including slow adoption rate of new brands. Evidence of this is the fact that
over the last 10 years, only two new brands have broken into Vinmonopolet’s top 100 list
according to Vinmonopolet data. One of these brands is Arcus’ agency brand Fireball.
Within the spirits segment, agencies are an important way for Arcus to expand outside of
the Group's core categories and expand their product portfolio. For Arcus’ own brands the
Group is highly focused on innovation and product development and frequently
introduces new products to capitalise on consumer insight and emerging trends.
Consumer insight, both within markets and within product categories, is critical in order
to successfully develop new innovative products. Arcus has a stringent product
development process with multiple stages to ensure that products introduce to the
market are well received. The most important stage of the process involves gathering
market and category insight. This is done through observing and analysing consumer
trends in home market and in international markets, gathering insight from consumers
and customers, including monopoly employees, competitor analysis, sales development
analysis and monopoly launch plans. This stage of the process is categorised as the “Idea
Generation” stage. Arcus has the ambition to develop key insight into several new
product ideas per year. After the idea generation stage follows the actual innovation
process. This is a structured stage gate process with an innovation board that determines
priorities, resource allocation and makes the actual go/no-go decision. The innovation
board conducts decision meetings every 3 weeks. When products have successfully been
developed, they enter the evaluation stage where they are first evaluated over a sixmonth period, followed by new evaluation after twelve months has passed. Examples of
recent product and packaging innovations include:
LINIE Double Cask
Key insight in developing LINIE Double Cask was that aquavit was increasingly used for
sipping and there was a limited selection of premium aquavit alternatives. The concept
that was developed as a result of this insight was a LINIE aquavit product that was extra
matured in port casks and priced 20% higher than the traditional LINIE aquavit.
Gammel Dansk Shot
Key insight in developing Gammel Dansk Shot was that the younger population preferred
a milder taste and lower ABV for their shots. The resulting concept was a Gammel Dansk
product with a sweeter, less polarizing taste with chili and liquorice flavour as well as
lower alcohol content
Lysholm No 52
Key insight in developing Lysholm No 52 was that aquavit was becoming increasingly
popular as a base for cocktails, and that traditional cask-matured aquavit was
challenging to use. The resulting concept was the first aquavit product tailor made for
mixology with premium appeal and a bottle with resemblance to gin.
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Aalborg Basis
Key insight in developing Aalborg Basis was that home flavouring of “snaps” was a
popular activity in the Danish market and that young consumers wish to control the taste
and storytelling of the product. The resulting concept was an organic do-it-yourself
“snaps” for home flavouring.
Ready-to-drink cocktails
BiB based premixed ready-to-drink cocktails is a powerful vehicle to meet the low ABV
trend. Arcus initially launched the product in Norway in 2010 and in Sweden in 2015.
With a redesigned packaging from 2016 coupled with increased listings the products have
experienced significant sales growth at both Vinmonopolet and Systembolaget.
7.11.2 Business area Wine
In contrast to the spirits market, the wine market is characterised by relatively short
product life cycles. Management estimates that, to keep up with market growth and
make up for lost volumes due to decreasing SKU’s, Arcus is required to add 5-10% of
new volumes to its portfolio per year hence, the ability to source new agencies and
products is a key success factor. Arcus’ portfolio management strategy involves
purchasing wines from leading producers in all price ranges and of high quality in each
price category. Working with a large, well-diversified, agency portfolio allows Arcus to
spread risk across multiple wine brands. If one agency brand is less successful, the effect
is quite small and it can be balanced by other brands until it can be restored.
Arcus Wine Brands is responsible for the development of Arcus’ brands within the wine
segment. In recent years Arcus has intensified development of its own wine brands. The
Group's brands are popular in both Norway and Sweden. Arcus has a clearly defined
innovation process for product development of the Group’s own wine brands. The process
starts with idea generation and brainstorming with no defined framework. This process is
followed by a refinement of the ideas, where non-working ideas are eliminated. When
non-working ideas have been eliminated the remaining ideas are narrowed down to a
defined goal. This stage is followed by a more critical sorting stage where criteria’s like
cost, market considerations and regulations are considered. The ideas that advance are
then put to life in the implementation stage. Products that are put to life are closely
monitored through summarising and reviewing the market response. Market insight is a
key success factor when introducing new products to the market. Market insight is
collected through evaluating and discovering market drivers and through closely
observing monopoly sourcing needs. This insight is the basis for idea generation and
typically determines which product ideas, with what characteristics are pursued and
move on to the development part of the process. At this stage a marketing strategy is
also determined. After products are introduced Arcus seeks to drive the
commercialisation of the product through the “five P's”, product, placement, promotions,
packaging and pricing, integrated with a thoroughly developed marketing plan. Examples
of successful product introductions include:
Falling Feather Ruby Cabernet
Falling Feather is the best-selling red wine in Norway. The product is characterised by
having a feminine design and smooth and easy-to-like taste and is low in tannins and
histamines. The product is available in 750ml bottles and in 3,000ml BiB.
Doppio Passo Salento Primitivo ("Doppio Passo")
Arcus does not own the Doppio Passo brand, but the wine has been developed through a
collaboration between Arcus and the producer specifically for Arcus' markets (Arcus is the
sole supplier of the product in its market). The product is available in 3,000ml BIB and is
a mid-priced product.
Ruby Zin
Ruby Zin is one of the fastest growing brands in Sweden. The product is the result of a
joint venture between Arcus and the Swedish celebrity Laila Bagge. The product has a
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feminine design and is low in tannins and histamines. Ruby Zin is available in 750ml
bottles and in 3,000ml BiB and is a mid-priced product.
7.12

Marketing

All advertisement and promotion of alcoholic beverages is either fully prohibited or highly
restricted in all countries where alcohol distribution is regulated through a state owned
monopoly, including Norway, Sweden and Finland, where the Group has its main
markets, as further detailed in Section 6.1 “Market overview”.
These market restrictions make it very difficult for market participants to amass a
significant market share through heavy advertisement. Experience and skills in permitted
ways to promote products, as well as being on top of local trends are key success
factors. Arcus utilises a number of channels to ensure product awareness. These include,
but are not limited to:








Branding, product design, packaging and taste
Cocktail competitions (for the HoReCa trade, but not for consumers)
Consumer interest groups
Social media (where permitted)
Advertisement and promotions at duty-free retailers (where permitted)
Consumer fairs
Promote press coverage via key journalists

In Sweden and Finland, where limited advertisement is permitted through the more
traditional advertisement channels Arcus utilises these options as appropriate.
7.13

Sourcing, purchasing, production, logistics and distribution

Group Supply Chain is responsible for sourcing, sales and operations planning, production
and distribution of the Group’s own brands. Distribution and to some extent product
storage is outsourced to external partners in the Group’s respective markets. In Norway,
Vectura conducts the distribution and logistics services for the Group. GSC has
undergone several changes in the last two years, in particular in relation to moving all
sourcing, purchasing and production functions to Gjelleråsen. The new production
facilities came into operation in 2012 and in 2015, production was consolidated and
activities at the Aalborg facility were moved to Gjelleråsen Following these changes, GSC
is now well positioned to focus on optimising workflows and to improve productivity and
efficiency in productions as well as sourcing and purchasing. A recent development on
Arcus’ path to continue efficiency improvements was securing a new long term
agreement with Bring for logistics services in Denmark.
7.13.1 Sourcing and purchasing
Arcus’ purchasing function, administered by GSC, is responsible for the actual purchasing
processes of material used in producing the Group’s own brands, but not for the demand
analysis and/or specifications. The purchasing function aims at assuring as cost efficient
purchasing as possible, including improvements of purchasing processes, orders, goods
reception and suborders. The Company sees significant improvement potential in the
Group’s purchasing going forward. Ongoing initiatives with the objective of reducing costs
related to sourcing and purchasing include, but is not limited to, simplifying the
production processes’ resulting in reducing the number of different suppliers for relatively
standardised products like bottles, packaging and labels. The Company believes that
these efforts will increase the bargaining power towards suppliers as relatively larger
orders are placed reducing the per unit price through quantity discounts and economies
of scale in transportation.

92

7.13.1.1

Sourcing and purchasing for the Spirits segment

The majority of material used in Arcus’ spirits products is sourced from a few large
suppliers. The largest supplier is Tiffon S.A. Tiffon S.A is a brandy and cognac producer
that supplies Arcus with a range of Braastad bulk and finished products. Arcus retains an
ownership interest in Tiffon S.A of 34%. The second largest supplier to Arcus is Hoff,
which is Arcus’ main supplier of rectified potato alcohol. Hoff is a Norwegian cooperative
processing and distributing potatoes and potato products. As of the date of this
Prospectus, Hoff holds a 9.9% ownership interest in the Company. Another significant
supplier to the spirits segment is the Sazerac Company. Arcus has an agency agreement
with the Sazerac Comp. where Sazerac supplies Arcus with finished product of the
popular whisky based shot, Fireball, that Arcus sells and distributes in the Nordics and
Sazerac sells and distributes Arcus’ products in Canada and the United States. Spices,
bottles packaging and labels are sourced from a number of different suppliers depending
on product category, consequently, each specific supplier accounts for a relatively small
share of the segment’s cost base on an individual basis. The Group seeks to limit its
number of suppliers going forward in an effort to improve efficiency in the sourcing phase
of the value chain.
7.13.1.2

Sourcing and purchasing for the Wine segment

The majority of the Group’s operations within the wine segment are through agency
agreements. Agency products are sourced from a number of international wine producers
that collectively represent the vast majority of the segment’s cost base, however
individually account for a relatively modest share.
In the production of the segment’s own brands, Arcus purchases wine in bulk from a
number of suppliers. Similar to products within the spirits segment, bottles, packaging
and labels may be sourced from different suppliers for the different brands, however the
Group is currently attempting to reduce the number of suppliers for the less bespoke
products including bottles, packaging and labels.
7.13.1.3

Production

The production part of the value chain typically involves distilling, blending, filtering, cask
maturation, product development in Arcus’s laboratory and bottling and filling processes.
The facility at Gjelleråsen has an estimated capacity of 27m, assuming current segment,
category and product mix. Current utilisation rate is estimated at approximately 60% of
capacity.
The facility comprise bulk intake units, storage tank farms for both wine and spirits,
batch and in-line blenders, cold stabilisation units, automated and manual distillation
columns, bottling tanks and distillate and macerate storage tanks. In addition the Group
has approximately 7,300 casks for the cask maturation process of spirits products at the
facility. In addition, at any given moment approximately 1,100 casks are being matured
at sea during the characteristic sea voyage that is customary for certain aquavit brands.
Bottling facilities include a number of different filling lines for both bottled and BiB
products.
7.13.2 Logistics and distribution
Vectura handles all of the Group’s logistics and distribution in Norway. Logistics and
distribution services are outsourced to external partners in the other countries where the
Group operates. The distribution companies’ service offering typically includes inbound
logistics services, warehousing and internal logistics handling, order processing and
invoicing, distribution and outbound logistics services and sales channel support and
management.
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7.14

Employees

As of 31 December 2015, the Group employed 417 full time employees (“FTE’s”). As of
31 December 2014, Arcus had 442 FTE’s and as of 31 December 2013 457 FTE’s. A
significant portion of the Group’s FTE’s work for the Group’s wholly owned logistics and
distribution services subsidiary Vectura. The spirits segment also employs a large share
of Arcus’ employees. The following table sets forth a breakdown of Arcus’ FTE's by
geographical region.
Country

As of 31 December 2015

As of 31 December 2014

Norway

355

374

Sweden

47

47

Finland

11

5

4

16

417

442

Denmark
Group Total

The following table sets forth a breakdown of Arcus’ FTE’s by business segment:
Business segment
Spirits
Wine
Distribution
Non-segment specific
Group Total

As of 31 December 2015

As of 31 December 2014

130

151

73

64

176

189

38

39

417

442

Apart from deliberate headcount reductions as part of efficiency improvement initiatives
in recent years, the Group has historically had a very low employee turnover.
At the date of this Prospectus Arcus' FTE's in the distribution segment is 164. There have
not been any other significant changes to Arcus' FTE's from 31 December 2015 to the
date of this Prospectus.
There has been a headcount reduction of 30 FTE's within the Distribution segment from
the year ended 31 December 2013 to the year ended 31 December 2015. There has been
a further headcount reduction of 20 FTE's within the spirits segment over the same
period. Within the wine segment11 FTE’s have been added from 31 December 2013 to 31
December 2015. Sick leave within the Distribution segment was 7.5% for the year ended
31 December 2015, while as for the rest of the Group it was 4.7%. All of Arcus’
employees are covered by a defined contribution pension scheme.
A significant portion of Arcus’ employees are covered by collective bargaining
agreements. The active trade unions are Landsorganisasjonen i Norge (“LO”) (eng.
Norwegian
Confederation
of
Trade
Unions
including
Norsk
Næringsog
Nytelsesmiddelarbeiderforbund (“NNN”) (eng. Norwegian Food and Allied Worker’s
Union), and Handel og kontor i Norge ("HK") (eng. Union of Employees in Commerce and
Offices) and Negotia, which lies under Yrkesorganisasjonenes Sentralforbund (“YS”)
(eng. the Confederation of Vocational Unions). The Group considers its relationship with
its employees and their labour unions to be good, and the Group has not experienced or
been subject to any material work stoppage, slow down or collective employee action,
other than a case for the labour court on 19 December 2014 regarding the NNN members
collective action to refuse to work overtime, despite orders from Arcus. This action by
NNN members in question was deemed as illegal in the labour court.
7.15

Competition

The Group operates in the wine and spirits industry in the production, import and
distribution segments, which are highly competitive with respect to price, merchandise
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quality, offering and presentation, in-stock consistency and customer service. The Group
has a compelling market position in the Nordics as a spirits and wine producer and
importer. In Norway the Group also has a leading position within logistics and distribution
services for alcoholic beverages. The Group's integrated value chain allows it to compete
across different stages of the value chain: production, import, sales, marketing,
distribution and logistics services. The Group differentiates itself within the spirits
production market through having a brand portfolio with iconic spirits brands and global
leadership within the aquavit product category with Management estimating its global
category share being approximately 55%. In the wine segment Arcus is one of few
players to hold a market leading position in all of the Nordic monopoly markets
(Vinmonopolet, Systembolaget and Alko). Furthermore, Arcus has its own wine
laboratory and production facilities and utilises strong local market insight to develop its
own highly successful wine brands. In the Norwegian distribution services market Arcus
differentiates itself through being the only integrated 3PL and 4PL provider to producers
and importers. Accordingly, as the Group has a market leading position within all of its
three operating segments, Management believes that the Group is unique and
unmatched in terms of product and service offering as well as local market insight
required in manoeuvring the unique market dynamics of the Nordic alcohol monopolies
(“NAM”).
Market segment
Spirits
Wine and spirits import and distribution
Distribution services (Norway)

Key Competitors
Altia, Pernod Ricard, Diageo, Edrington, Interbev, Hans Just
Group
Solera, Oenoforos, VIVA, Altia, Pernod Ricard, Treasury Wine
Estates
Cuveco (Solera), SkanLog, Asko (NorgesGruppen)

The global spirits industry is dominated by a few multinational alcoholic beverage
enterprises including Diageo and Pernod Ricard. Smaller category leaders like Edrington
and Altia retain a significant market share in selected markets dependent on drinking
culture and consumer preferences. Although competitors in the spirits industry as a
whole, the Group’s global category leadership within aquavit and remaining spirits
portfolio focused on iconic brands with a strong cultural heritage ensures limited
assortment overlap with the multinational conglomerates. The smaller category leaders
typically have a product assortment highly focused on specific product categories.
The Group also competes with a number of players involved with production, import,
sales and distribution of alcoholic beverages in the Nordics. The industry is characterised
as being highly fragmented with a number of smaller players with a modest product
assortment and geographic footprint limited to a single country. A handful of players
have a broader product offering including, but not limited to, Altia, VIVA, Oenoforos,
Solera and Pernod Ricard. Of these, only Altia, Solera and Pernod Ricard hold a top five
position in more than one of the Nordic countries (Vinmonopolet, Systembolaget, Alko).
Both the smaller and the larger players pose direct competition to the Group in the
markets where they are present, however the Management believes that being the only
player that can provide international producers with a pan-Nordic platform is a
considerable competitive advantage in winning agencies. The Management further
believes that the Group’s size provides a competitive edge through scale benefits.
Furthermore the ability to utilise strong local market insight to develop and produce its
own wine brands is a key differentiator to the other players.
Finally, the Group competes with Norwegian logistic services providers. The Norwegian
market for logistic services for alcoholic beverages is highly concentrated. Following
ScanLogs recent acquisition of Trebuchet, the market is dominated by three players,
Vectura, Skanlog and Cuveco (owned by Solera), with current Vinmonopolet run-rate
market shares of 44%, 32% and 24% respectively (Vinmonopolet). Skanlog and Cuveco
pose direct competition to the Group for distribution services in Norway, however in
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addition to being the largest player in terms of market share; Vectura is the only
integrated 3PL and 4PL provider to both Vinmonopolet and the HoReCa segment. The
additional 4PL service offering includes order processing from Vinmonopolet and HoReCa
customers, Invoicing and payment handling for all parties in the value chain, logistics
services, demand projection services, inventory management and the collection and
paying of alcohol taxes. The Management believes that scale is a key profitability driver
in the logistics services industry and that Vectura as the largest player has a scale benefit
compared to the other players, in addition to a more complete service offering, and
should therefore be favourably positioned compared to peers.
7.16

Properties and tangible assets

7.16.1 Properties, plant and equipment
Arcus has divested its land and building assets over the past years and currently owns no
land or buildings. Arcus operates under leased property including its warehouse,
production facility and headquarters at Gjelleråsen outside of Oslo. The building at
Gjelleråsen is on an operating lease contract at “bare-house” terms that expires in 2037,
with options to renew the agreement for additional 10 year periods indefinitely. The lease
agreements with Gjelleråsen Eiendom AS involves considerable obligations for ArcusGruppen and the subsidiaries regarding e.g. maintenance, insurance and property tax,
which apply during the entire lease period.
In connection with the sale of the property in 2009 the Company conducted a thorough
review of IFRS reporting requirements related to the Company’s lease obligations
associated with the property and related equipment.
The lease agreement for the property at Gjelleråsen was classified as an operational
lease based the contract not including a transfer of ownership at the end of agreed lease
period, the estimated useful lifetime of property was considered to be significantly longer
than the agreed lease period and as the present value of the lease obligations related to
the property did not constitute more than 90% of the properties estimated value.
The lease of the property and the lease of specialised equipment are independent of each
other with different stakeholders. Consequently property lease is classified as an
operational lease while as the lease of specialised equipment is classified as financial
lease.
There are no major encumbrances on Arcus’ property lease. See Section 10.7
“Contractual cash obligations and other commitments” for details on the Company’s
future commitments under the lease obligations.
As of 30 September 2016, the Group’s main fixed assets are machinery and equipment.
Machinery and equipment mainly relates to production equipment at Gjelleråsen and
logistics systems and vehicles in Vectura. As of 30 September 2016 the book value of the
Company’s Machinery and equipment amounted to NOK 329 million of which the vast
majority where assets under financial leases.
7.16.2 Infrastructure and information technology
In the fall of 2013 the Group identified a need to upgrade the IT systems. A number of
actions have been, or are in the process of being, implemented as a result of this review.
Accounting and business intelligence systems were established in the beginning of 2016,
facilitating for consolidated management accounting and reporting for the Group. Arcus
has initiated the development of an integration platform for the Group's main ERP
system, SAP, offering considerable scale benefits and reducing the Group's vulnerability.
A new digital document handling system is also in process of being implemented. New
cyber risk surveillance software has been implemented, and a recent risk analysis
confirmed that the Group is sufficiently protected from cyber threats, and further
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emphasised that the integration platform, under development, will prove very valuable
for the Group.
7.17

Intellectual property

Arcus owns a large portfolio of trademarks and copyrights, know-how and confidential
information relating to its business. Furthermore, the Group owns material trademarks
relating to all of the brands it produces and is therefore dependent on the maintenance
and protection of its trademarks and all related rights.
Brands are among the most important assets in the alcoholic beverage industry because
a strong brand provides a significant competitive advantage to the owner. Arcus
generally registers and protects its brands in the markets in which the brands are sold.
As trademarks can potentially be infinite in duration, they are of key value to the Group
and their protection and reputation are essential to Arcus’ business. Arcus owns the
material trademarks utilised by its business (excluding trademarked products imported
from third party producers) in all countries where they are utilised. Arcus holds
approximately 530 trademark registrations covering, among other things, the Company's
more than 80 active brands. Approximately 120 additional trademark applications have
been filed and are pending final confirmation. For more information on Arcus’ key brands,
see section 7.9 “Product and brand overview”.
Arcus also has proprietary secrets, technology, know-how, processes and other
intellectual property rights that are not registered but are in the Company's view
protected by appropriate confidentiality measures. Arcus considers the blends of spirits
and flavour formulas utilised to make its brands to be trade secrets.
In addition, Arcus has registered approximately 126 internet domain names, including
“arcus.no”, “arcusgruppen.no”, "aquavit.com”, and “arcuswinebrands.no".
7.18

Research, development, patents and licences

There are no patents or licenses that are material to the Group’s business or profitability.
The Group engages in considerable product development activities; however expenses
related to such activities are not capitalised, but is rather considered an operating
expense.
7.19

Acquisitions

Since 2005, Arcus has acquired majority ownership in Vingruppen i Norden in Sweden in
2006, majority ownership in Excellars in Norway in 2011, spirit brands Aalborg,
Malteserkreuz and Gammel Dansk in Denmark in 2013, Social wines in Finland in 2015
and the Polish vodka brand Dworek in 2016 and has integrated these acquisitions into its
business. Historically, Arcus has funded acquisitions through a combination of debt and
internal financing.
The alcoholic beverages markets in which Arcus operate are highly fragmented,
presenting Arcus with opportunities to acquire businesses as well as assets, such as
brands. As a result of the Group’s leading market positions, reputation, scale and strong
track-record in acquisition integration, Arcus believes that it is a well-suited buyer for
other alcoholic beverage production companies as well as import agencies contemplating
selling their businesses or assets.
The primary objectives for the Group when considering acquisitions are to strengthen its
brand portfolio, increase its sales in new or existing markets, obtain know-how or
achieve sufficient scale of operations in new markets to establish sales companies. For
example, Arcus acquired Dworek to strengthen its positions in the Norwegian and
Swedish vodka market. The acquisition of Dworek was complimentary to Arcus’
established presence in Norway and Sweden, where Dworek also had strong market
shares. Furthermore, production of Dworek could be easily transferred to Gjelleråsen.
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This enables Arcus to benefit from synergies in the production, sales and distribution
network, as well as other areas.
Arcus believes that the key to a successful acquisition is a rapid and controlled
integration of the acquired business or asset into the Group's organisation. Following an
acquisition, Arcus aims to increase the value of acquired businesses by extracting
synergies within production operations and sales and distribution networks. Arcus also
aims to leverage its scale, brand portfolio and infrastructure to grow the acquired
business or asset. Through the integration of acquired businesses or assets into its
operations, the Group seeks to utilise the competitive advantages inherent in its business
and the acquired business or asset. As part of the integration process, Arcus explores all
possibilities to integrate sales and marketing networks and to integrate or rationalise
production operations. Integration procedures, such as reducing headcount or closing
production facilities, can involve significant non-recurring costs.
7.20

Regulation and compliance

As a consumer goods company, the Group operates in an industry that is subject to a
number of consumer protection laws and regulations that affect the organisation and
day-today operations. Laws and regulations applicable to Arcus include, amongst others,
marketing, product safety, labelling regulations as well as e-commerce and electronic
communication laws. The Group is subject to labour and employment laws, health, safety
and environment laws and other regulations with respect to the operations of its
warehouse and production facilities. As an alcoholic beverages company Arcus must
comply with regulations related to the respective countries alcohol politics. In Norway
these regulations are set forth in the Norwegian Alcohol Act and include, but are not
limited to, licence requirements, reputation requirements, registration requirements, age
restrictions and disclosure and reporting requirements. Similar regulations are enforced
in Sweden through the Swedish Alcohol Act and in Finland through the Finnish Alcohol
Act. The Group monitors changes in applicable laws and regulations on an on-going basis
and Management believes that the Group is in material compliance with all applicable
laws and regulations.
There will be two regulatory changes in Sweden early 2017. First, the Swedish
government has announced an increase in duty for alcohol as of 1 January 2017. The
duty increase is 1% for Spirits, and 4% for wine, beer and RTDs. For Spirits this implies
an increase in duty of SEK 1,45 SEK (ex.VAT) for a 70cl bottle, 40% ABV. Second,
Systembolaget will 1 March 2017 change their margin calculation for the various
categories and bottle sizes in sprits, wine, beer and RTD. The change implies higher
margin for Systembolaget on Spirits and smaller bottle sizes, a small increase for wine
and reduced margin for beer and RTD. The effect for spirits products will vary by price
segment and bottle size, but certain smaller size bottles in low price segment will be hit
by up to SEK 4 per bottle.
7.21

Corporate social responsibility

Arcus recognises that it has a responsibility to ensure that its business is conducted in a
socially responsible manner, resulting in an ambition to successively integrate a
structured approach to ensure a high standard of social and environmental responsibility.
There are several material and prioritised sustainability issues for the industry and Arcus,
some related to Arcus’ own operations and some relevant for the value chain, especially
to wine production in selected countries:
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Safe products with a high quality
Health and safety for Arcus employees
Ethical marketing and sales as well as promotion of responsible consumption
Good business ethics




Reduced impact on the environment and climate from production and transport
(water, energy, packaging, etc.)
Integration of sustainability aspects in sourcing and monitoring of the value chain,
i.e., respect for human rights, decent working conditions, health and safety of
employees of suppliers and increased responsibility for the environment and
climate of suppliers.

Arcus has a high awareness of the risks and complexity, but also opportunities related to
these issues. The Company works continuously to improve its processes and work related
to these issues and while progress have been made, there are always room for further
development in these areas, given that the issues are complex and involve many
stakeholders.
Arcus is a signatory of the UN’s Global Compact, an initiative for responsible and
sustainable business. The Group base its CSR-plan on the 10 principles that the Global
Compact-initiative sets forth for environment, human rights, employee work conditions
and anti-corruption. Arcus’ annual report to UN’s Global Compact is available through the
UN’s Global Compact website.
Arcus has established clear objectives and guidelines for its Corporate Social
Responsibility (“CSR”). The Group conducts annual reviews of the Group’s compliance
with board approved objectives and goals. Arcus also has a clear ethical charter where,
among others, subjects concerning discrimination, bullying, and corruption are
addressed. Arcus maintains a zero tolerance policy regarding the subjects addressed in
the Group’s ethical charter. All employees have signed-off on complying with these
ethical guidelines as well as having understood their implications. The Group’s CSR policy
and ethical charter are both available through the Group’s intranet and website, available
in both Norwegian and English. The Group has also an internal anonymous whistleblower phone number for employees. There has not been reported any infringements of
the Group’s ethical guidelines in recent years.
An important part of the Group’s CSR policy is to take a clear stance regarding drinking
responsibility. A priority for 2015 has been to launch a campaign promoting responsible
drinking. The result of these efforts is the “Drink responsibly” campaign. The objective of
the campaign is that all target groups relevant to the Group collectively comprehend the
Group’s affiliation to alcohol as well as philosophy regarding responsible consumption.
The Nordic Alcohol Monopolies ("NAM") have developed a unified Code of Conduct as a
guide for suppliers of alcoholic beverages. The Code of Conduct is developed by the
Business Social Compliance Initiative, BSCI, and is based on the United Nations and
other international bodies’ conventions on human rights. NAM visits and conducts routine
inspections of wine producers regularly to ensure that operations are conducted in
accordance with basic principles of social responsibility. The Company supports this
initiative and conduct its business in accordance with NAM’s guidelines. As of the date of
this prospectus, Arcus has not received any material criticism from NAM on the manner
of operations. NAM’s Code of conduct is part of the all the contracts and agreements
signed by the Company.
Arcus has set four environmental goals to focus on from the year ended 31 December
2013 to 31 December 2016. These include (i) increase energy efficiency in the production
processes, (ii) increase the percentage share of renewable energy used in operating the
Company’s production facility, (iii) reduce water consumption in the Company’s
production processes and (iv) reduce the amount of waste in production per bottled litre.
There have been major achievements for most of these environmental objectives during
the four years period, and new long-term objectives will be defined and decided by the
Board of Directors early 2017.
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Specific initiatives pursued by Arcus in an effort to act environmentally responsible
include:
Clean water: The Group has its own water purification system where water samples are
routinely tested and, if needed, adjusted to retain an appropriate salt level. The Group
seeks to reduce its water consumption by 10% by during the period.
Clean energy: Arcus’ geothermal energy plant provides 70% of the Groups collective
energy usage. The remaining energy requirement is sourced from natural gas, which is
also considered a clean energy source.
Plastic bottles: Every year Arcus bottles 2.5 million plastic bottles, corresponding to
approximately 23% of all the Groups bottling. Plastic bottles have a low weight and are
easily recycled. For comparison, an ordinary wine bottle weighs 350 grams, while a
plastic bottle weighs 50 grams. The lower weight reduces the energy requirement
necessary for transporting the goods.
Bag-in-Box: Close to 60% of all red wine sold in Norway and Sweden are BiB products.
BiB products have a number of environmental benefits, most importantly lower weight
and lower energy requirements in transportation of goods.
Raw Material: Arcus has especially high product quality requirements for the raw
material used in production.
Maturing process: At any time Arcus has approximately 1,120 casks of aquavit being
matured at sea. To reduce space and weight of these products, the ABV is kept at 65%,
and not the traditional 40% retail sales volume.
Arcus has its own laboratory that conducts chemical, microbiological and sensor tests of
all products produced and bottled at Gjelleråsen. In addition, the laboratory routinely
tests the raw material that is used in production. The laboratory employs 5 dedicated
resources that conduct many thousand analyses’ and experiments every year. Arcus’
production is certified in accordance with the ISO 9001-standard and the laboratory is
certified in accordance with ISO 17025, resulting in strict procedures in ensuring accurate
analysis results.
7.22

Insurance

The Group has various operating insurance policies covering employees’ accidents and
travel, property damage, business interruption, auto and machinery, general and product
liability, CPI recall, marine cargo and crime and fraud. The Company also maintains
directors’ and officers’ liability insurance for the members of the Board of Directors and
Management, the coverage of which the Management believes is customary for a
company of a similar size and type. Generally, Management believes that the Company’s
insurance coverage is customary for companies operating in the industry and adequate
for the risks typically associated with its operations and business activities. Management
regularly reviews the adequacy of the insurance coverage, however there can be no
assurance that the Group will not incur any damages or losses that are not covered by its
insurance policies, or that exceed the coverage limits of such insurance policies.
7.23

Legal proceedings and disputes

From time to time, the Group is involved in litigation, disputes and other legal
proceedings arising in the normal course of business.
In 2007, the Group's formerly owned properties at Hasle were transferred from Arcus to
Hasle Utvikling AS, through a transfer of all the shares in Arcus Eiendom AS and Arcus
Eiendom Anders Winsvolds vei AS. As a result of ground contamination later being found
on parts of the properties, Hasle Utvikling AS and several affiliated companies have
raised claims for damages relating to the clean-up costs regarding the ground
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contamination. According to the sales and purchase agreement the liability for ArcusGruppen for contamination on the properties is limited to NOK 10 million. However, the
limitation does not apply to other affiliated companies within the Group which may be
liable for ground contamination pursuant to, e.g. the Norwegian Pollution Control Act. A
report regarding the ground contamination on the properties concludes that additional
ground contamination is likely to be revealed on the properties due to planned
excavation work. Further, based on preliminary estimates prepared by Hasle Utvikling
AS, the costs for the clean-up work may be significantly higher than NOK 10 million.
Arcus is a partner with Karberg in a joint venture and has entered into a shareholders'
agreement dated 9 October 2012 which govern their ownership in Det Danske Spiritus
Kompagni A/S ("DDSK"). Karberg claims that Arcus-Gruppen is obligated under the
shareholders' agreement to adjust its prices towards DDSK to ensure that DDSK
manages to maintain a certain operating margin. Arcus-Gruppen has opposed this
understanding of the agreement, and Karberg has announced that it will take legal action
against Arcus and claim DKK 575,000 which is related to its alleged loss for the financial
year 2015.
Furthermore, Arcus has entered into an exclusive sales and marketing agreement with
DDSK dated 11 October 2012 regarding its spirits operations in Denmark (including
certain German border shops). The agreement may be terminated with effect from 31
December 2022. In addition, the agreement may be terminated upon 18 months' notice
if there is a sale of more than 50% of the shares in the Company. Although no decision
has been taken, Arcus is of the opinion that this provision may be used in connection
with the Listing. Karberg does not agree that the Listing results in a change of control
that entitles Arcus to terminate the agreement, and Karberg has announced that it will
consider legal claims if Arcus resolves to terminate the agreement.
Other than this, neither the Company nor any other companies in the Group is, nor has
been, during the course of the preceding twelve months, involved in any legal,
governmental or arbitration proceedings which may have, or have had in the recent past,
significant effects on the Company’s and/or the Group’s financial position or profitability,
and the Company is not aware of any such proceedings which are pending or threatened.
7.24

Material contracts

Neither the Group nor any member of the Group has entered into any material contracts
outside the ordinary course of the business for the two years prior to the date of this
Prospectus. Further, the Group has not entered into any other contract outside the
ordinary course of business which contains any provision under which any member of the
Group has any obligation or entitlement.
7.25

Dependency on public operating licenses

A criterion for being permitted to operate in the Alcoholic beverages industry is being in
material compliance with all applicable laws and regulations, including maintaining
necessary public operating licenses in the countries in which the Group operates. For
further information regarding necessary licences, see Section 7.20 “Regulation and
compliance”.
7.26

Dependency on contracts, patents, licences etc.

It is the opinion of the Company that the Group’s existing business or profitability is not
dependent on any patents or licenses other than the public operating licenses discussed
in section 7.25 "Dependency on public operating licenses".
It is further the Company's opinion that the Group's existing business or profitability is
not dependent upon any contracts other than the following:
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7.26.1 Lease agreement for Group's operating site at Gjelleråsen
The Group has one operating site at Gjelleråsen. Thus the lease agreement for the site is
important for the Group’s business operations. However, the lease is long term and
consequently the current property situation is very satisfactory and stable. See Section
7.16.1 “Properties, plant and equipment” for further details.
7.26.2 Supplier agreement with Hoff SA
Hoff is the only supplier of Norwegian potato spirits. Arcus is obliged to use spirits made
from 95% Norwegian potatoes in order to market its aquavit as "Norwegian aquavit". The
supplier agreement with Hoff is consequently important for the Group's production of
Norwegian aquavit. The agreement expires 31 December 2017, with an option for Arcus
to extend the term for another 5 + 5 years exercisable by 12 months' prior written
notice.
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8.

CAPITALISATION AND INDEBTEDNESS

The information presented below should be read in conjunction with the other parts of
this Prospectus, in particular Section 9 "Selected Financial Information" and Section 10
"Operating and Financial Review", and the Financial Statements and the notes related
thereto.
This Section provides information about the Company's unaudited consolidated
capitalisation and net financial indebtedness on an actual basis as of 30 September 2016
and, in the "As adjusted 30 September 2016" column, the Company's unaudited
consolidated capitalisation and net financial indebtedness as at the same time on an
adjusted basis to give effect to the following adjustments if the transactions described in
(i) - (ii) below had happened on 30 September 2016:
(i) The replacement of financing arrangements in place before the Offering (please
see Section 10.6 "Financing");
(ii) The receipt of proceeds from the Offering and use of these proceeds as described
in Section 16.2 "Use of proceeds” including the settlement of Minority Shares and
Synthetic Shares and Options
As a result of the transactions (i) - (ii) above, and based on the Company raising gross
proceeds of NOK 775 million in the Offering , an Offer Price of NOK 42, which is the
midpoint of the Indicative Price Range, the Company's share capital will be NOK
1,369,048, with each share having a nominal value of NOK 0.02. Other than as set forth
above, there has been no material change to the Group's capitalisation and net financial
indebtedness since 30 September 2016.
7

8.1

Capitalisation

The following table sets forth information
capitalisation as at 30 September 2016.

(NOK millions)

about

the

Company’s

consolidated

As at
30-Sep-16viii

Adjustments
30-Sep-16

As adjusted
30-Sep-16

Unaudited

Unaudited

Unaudited

Indebtedness
Total current debt:
Guaranteed and secured
Guaranteed but unsecured
Secured but unguaranteedix
Unguaranteed and unsecured
Total current debt

554
148
701

(538)i
(32)ii
(570)

15
116
131

Total non-current debt:
Guaranteed and secured
Guaranteed but unsecured
Secured but unguaranteedx
Unguaranteed and unsecured

974
11

(786)iii
682iv

188
693

Total non-current debt
Total indebtedness
Shareholders’ equity
Share capital
Additional paid-in capital
Other reserves
Non-controlling interests
Total shareholders’ equity
Total capitalisation
7

985

(104)

881

1,687

(675)

1,012

1
1
730
12

0v
740vi
(65)vii

1
740
665
12

744

646

1,390

2,430

0

2,430

Gross proceeds from the Offering of NOK 635 (compared to NOK 775 million) would have increased unguaranteed and unsecured other current
financial debt with NOK 136 million, and reduced other reserves with NOK 136 million
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Adjustments have been made for;

i.

ii.

iii.

iv.

v.

vi.
vii.

Repayment of a secured but unguaranteed term loan of NOK 951 million of which NOK 165 million is current
liabilities to financial institutions, the repayment of a secured but unguaranteed bank overdraft facility of
NOK 148 million, and the repayment of the Factoring Agreement, recognised in the financial indebtedness
table as NOK 225 million other current financial debt as at 30 September 2016. Effect for the Group is a
reduction of NOK 538 million in secured but unguaranteed current debt.
A new unsecured and unguaranteed bank overdraft facility drawn NOK 87 million. Adjustments have also
been made for cash settlement of Minority Options and Synthetic Shares and Synthetic Options recognised
in the Statement of Financial Position as at 30 September 2016 as a current liability at fair value through
profit or loss of NOK 148 million. Current liability at fair value through profit or loss will be recognised at
NOK 28 million in the Statement of Financial Position following the cash settlement. Effect from the cash
settlement is a reduction of NOK 120 million. Total adjustment in unsecured and unguaranteed current debt
is a reduction of NOK 32 million;
Repayment of a secured but unguaranteed term loan of NOK 938 million (net of arrangement fee of NOK 13
million) of which NOK 773 million is non-current liabilities to financial institutions (net of arrangement fee of
NOK 13 million), and the payment of NOK 12 million interest rate swap. In total NOK 786 million in secured
but unguaranteed debt;
A new unsecured and unguaranteed term loan of NOK 692 million (net of arrangement fee of NOK 8 million).
Adjustments have also been made for cash settlement of Minority Options and Synthetic Shares and
Synthetic Options recognised in the Statement of Financial Position as at 30 September 2016 as a noncurrent liability at fair value through profit or loss of NOK 11 million. Non-current liability at fair value
through profit or loss will be recognised at NOK 1 million in the Statement of Financial Position following the
cash settlement. Effect from the cash settlement is a reduction of NOK 10 million. Total adjustment in
unsecured and unguaranteed non-current debt is an increase of NOK 682 million;
Share capital has been adjusted with NOK 369,048 (rounded to NOK 0 million in the above table) following
the issue of 18,452,380 New Shares (based on midpoint of the Indicative Price Range), each with a nominal
value of NOK 0.02;
Additional paid-in capital has been adjusted with NOK 739,630,952 following the issue of New Shares net of
expenses of NOK 35 million related to the Offering;
Adjustments have been made for a new valuation of the Minority Options and Synthetic Shares and
Synthetic Options, in relation to the IPO, to NOK 210 million based on a final Offer Price per Offer Share of
NOK 42, which is the mid-point of the Indicative Price Range (the final valuation will depend on the final
Offer Price and is NOK 187 million at an Offer Price of NOK 39 per Offer Share and NOK 233 million at an
Offer Price of NOK 45 per Offer Share, being, respectively the low-end and high-end of the Indicative Price
Range). The Minority Options and Synthetic Shares and Synthetic Options are recognised in the Statement of
Financial Position as at 30 September of NOK 159 million. The net effect from the settlement is negative NOK
51 million. Adjustments have also been made for the capitalisation of NOK 13 million of arrangement fees
related to the Senior Facilities. In total a reduction of NOK 65 million in other reserves
Further explanations to the consolidated capitalisation table

viii.

‘As at 30-Sep-16’ figures in the table presented are sourced from the Statement of Financial Positions in the
Q3 report: Secured but unguaranteed current debt is from ‘Bank Overdraft (NOK 148 million)’, ‘Current
liabilities to financial institutions (NOK 165 million)’, Current finance lease liabilities (NOK 15 million)’ and
the ‘Factoring Agreement (NOK 225 million)’ recognised as account payable and other payable in the
Condensed Statement of Financial Position. Unguaranteed and unsecured current debt is from ‘Current
liabilities at fair value through profit or loss’ (NOK 148 million)’. Secured but unguaranteed non-current
debt is from ‘Non-current liabilities to financial institutions (NOK 773 million)’, ‘Interest swap (NOK 12
million)’ recognised as account payable and other payable in the Condensed Statement of Financial
Position, and ‘Non-current finance lease liabilities (NOK 188 million)’. Unguaranteed and unsecured noncurrent debt is from ‘Non-current liabilities at fair value through profit or loss’ (NOK 11 million)’.

ix.

Secured but unguaranteed debt as at 30 September 2016 includes the Senior Facilities (including ‘current
financial liabilities to financial institutions’ of NOK 165 million and ‘bank overdraft’ of NOK 148 million) with
pledge over all shares in Arcus Gruppen AS, shares in Arcus Denmark AS, inventory and operating
equipment, the Lease Agreements (‘current financing lease liabilities’ of NOK 15 million) with pledge in the
leased equipment, and the Factoring Agreement of NOK 225 million with first priority in the central register
for movables. Please see Section 10.6 “Financing”.
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x.

Secured but unguaranteed non-current debt’ as at 30 September 2016 includes the Senior Facilities
(including ‘non-current liabilities to financial institutions’ of NOK 773 million (net of arrangement fee of
NOK 13 million) and an interest swap at NOK 12 million) with pledge over all shares in Arcus Gruppen AS,
shares in Arcus Denmark AS, inventory and operating equipment, the Lease Agreements (‘non-current
finance lease liabilities’ of NOK 188 million) with pledge in the leased equipment. Please see Section 10.6
“Financing”.
The following table sets forth information about the Group’s net financial indebtedness as
at 30 September 2016vi.

In NOK millions

As at

Adjustments

30-Sep16vi

As
adjusted

30-Sep-16

30-Sep-16

Unaudited

Unaudited

Unaudited

(A)
(B)
(C)

Cash
Cash equivalents
Trading securities

79

(D)

Liquidity (A)+(B)+(C)

79

0

79

(E)
(F)
(G)
(H)

Current financial receivables
Current bank debt
Current portion of non-current debt
Other current financial debt

148
165
388

(61)i
(165)ii
(345)iii

87

(I)

Current financial debt (F)+(G)+(H)

701

(570)

131

(J)
(K)
(L)
(M)

Net current financial indebtedness (I)-(E)-(D)
Non-current bank loans
Bonds issued
Other non-current loans
Non-current financial indebtedness
(K)+(L)+(M)
Net financial indebtedness (J)+(N)

622
786

(570)
(94)iv

52
692

200

(10)v

189

985

(104)

881

1,608

(675)

933

(N)
(O)

79

43

Adjustments have been made for;
i.

ii.
iii.

iv.

v.

Repayment of the secured but unguaranteed bank overdraft facility drawn 148 million and subsequent
drawing of NOK 87 million on a new unsecured and unguaranteed bank overdraft facility. Net effect for the
Group’s indebtedness is a reduction of NOK 61 million;
Repayment of a secured but unguaranteed term loan of NOK 952 million of which NOK 165 million is current
liabilities to financial institutions;
Cash settlement of Minority Options and Synthetic Shares and Synthetic Options recognised in the
Statement of Financial Position as at 30 September 2016 as a current liability at fair value through profit or
loss of NOK 148 million. Current liability at fair value through profit or loss will be recognised at NOK 28
million in the Statement of Financial Position following the cash settlement. Effect for the Group is negative
NOK 120 million. Adjustment is also made for repayment of the Factoring Agreement, recognised as NOK
225 million in the Statement of Financial Position as at 30 September 2016 as Account Payable and other
payables but reclassified to current financial debt in the capitalisation table. Total effect for the Group is a
reduction of NOK 345 million;
Adjustments have been made for repayment of a secured but unguaranteed term loan of NOK 952m of
which NOK 773 million (net of arrangement fee of NOK 13 million) is non-current liabilities to financial
institutions and a new unsecured and unguaranteed term loan of NOK 692 million (net of arrangement fee
of NOK 8 million) entered into in connection with the Offering. Adjustments have also been made for
payment of NOK 12 million interest rate swaps. Net effect for the Group is negative NOK 94 million;
Adjustments have been made for settlement of Minority Options and Synthetic Shares and Synthetic Options
recognised in the Statement of Financial Position as at 30 September 2016 as a non-current liability at fair
value through profit or loss of NOK 11 million. Non-current liability at fair value through profit or loss will be
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recognised at NOK 1 million in the Statement of Financial Position following the cash settlement effect for
the Group is a reduction of NOK 10 million.
Further explanations to the consolidated capitalisation table
vi.

As at 30 September 2016’ figures in the table presented are sourced from the Statement of Financial
Positions in the Company’s Q3 report. (A) Cash is from ‘Cash and cash equivalents (NOK 79 million)’, (F)
Current bank debt is from ‘Bank Overdraft (NOK 148)’, (G) Current portion of non-current debt is from
‘Current liabilities to financial institutions (NOK 165 million)’, (H) Other current financial debt is from
‘Current finance lease liabilities (NOK 15 million)’ and from ‘Current liabilities at fair value through profit or
loss (NOK 148 million)’ and the Factoring Agreement recognised as account payable and other payable in
the Condensed Statement of Financial Position (NOK 225 million) (K) Non-current bank loans are from ‘Noncurrent liabilities to financial institutions (NOK 773 million)’, and (M) Other current loans are from ‘Noncurrent finance lease liabilities (NOK 188 million)’, from ‘Non-current liabilities at fair value through profit or
loss (NOK 11 million)’.

8.2

Working capital statement

The Company is of the opinion that the working capital available to the Group is sufficient
for the Group's present requirements, for the period covering at least 12 months from
the date of this Prospectus.
8.3

Contingent and indirect indebtedness

As of 30 September 2016 and as of the date of the Prospectus, the Group did not have
any contingent or indirect indebtedness, other than the Minority Options and the
Synthetic Shares and Synthetic Options as further referred to above and described in
Sections 10.7 "Contractual cash obligations and other commitments" and 11.3.8 “Coinvestment and bonus compensation scheme".
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9.

SELECTED FINANCIAL INFORMATION

9.1

Consolidated historical financial information

The following selected financial information has been extracted from the Annual Financial
Statements and the Condensed Interim Financial Statements have been prepared under
the International Financial Reporting Standards as approved by the EU ("IFRS").
The selected consolidated financial information incorporated by reference herein should
be read in connection with, and is qualified in its entirety by reference to the Annual
Financial Statements and the Condensed Interim Financial Statements incorporated by
reference in this Prospectus see Section 18.2 "Incorporation by reference" and attached
as Appendix B to this Prospectus, and should be read together with Section 10
"Operating and Financial Review".
There has not been any significant change in the financial or trading position of the
Group since 30 September 2016.
9.2

Summary of accounting policies and Principals

For information regarding accounting policies and the use of estimates and judgements,
please refer to the accounting principles section of the Annual Financial Statements
incorporated by reference in this Prospectus, in addition key estimates and judgements
are discussed in section 10.9 "Critical accounting policies and estimates".
9.3

Consolidated statement of comprehensive income

The table below sets out a summary of the Company consolidated income statement for
the three and nine months ended 30 September 2016 and 2015, and for the years ended
31 December 2015, 2014 and 2013:

(NOK million)
Sales

Three months ended

Nine months ended

30-Sept

30-Sept

12 months ended
31-Dec

2016

2015

2016

2015

2015

Unaudited

Unaudited

Unaudited

Unaudited

2014

2013

597

568

1,726

1,591

2,365

2,208

Net gain on sales of fixed assets

0

0

0

0

0

0

-

Other revenues

7

25

45

79

105

124

102

604

593

1,771

1,670

2,471

2,332

2,268

(344)

(340)

(1,019)

(947)

(1,395)

(1,253)

(1,134)

(91)
(12)

(83)
(10)

(282)
(34)

(277)
(35)

(380)
(46)

(377)
(44)

(410)
(43)

Amortisation

(1)

(1)

(4)

(4)

(6)

(7)

(8)

Write downs

0

(2)

0

(2)

(4)

-

-

(78)

(98)

(288)

(327)

(426)

(445)

(467)

Total Income
Cost of goods
Salaries and personnel expenses
Depreciation

Other operating expenses
Share of profits from associates

2,167

1

1

1

(1)

5

9

11

Total operating expenses

(525)

(534)

(1,627)

(1,594)

(2,252)

(2,118)

(2,051)

Other income and expenses

(6)

6

(8)

7

(17)

6

(9)

Operating profit

73

65

136

83

202

221

208

5
20

7
33

10
22

16

9

14

23

Interest income

2

2

Other financial income

9

10

Interest expenses

(18)

(20)

(56)

(58)

(78)

(89)

(90)

Other financial expense

(87)

(52)

(113)

(84)

(54)

(55)

(116)

Net financial profit

(94)

(60)

(144)

(102)

(101)

(114)

(175)

Pre-tax profit

(22)

5

(8)

(19)

102

107

33

2

4

(2)

10

(17)

(18)

10

(20)

9

(10)

(9)

84

90

43

Income tax expense
Profit/loss for the period
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Statement of comprehensive income
Items that will not be reclassified
against the statement of income;
Estimate deviation pensions
Total items that will not be
reclassified against the statement of
income, before tax

0

0

0

0

6

(1)

(6)

0

0

0

0

6

(1)

(6)

0

0

0

0

(2)

0

2

0

0

0

0

5

(1)

(4)

(23)

82

(43)

59

59

59

153

(23)

82

(43)

59

59

59

153

0

0

0

0

0

0

0

(23)

82

(43)

59

59

59

153

Total other comprehensive income

(23)

82

(43)

(59)

64

59

149

Total comprehensive income for the
period

(43)

91

(53)

50

148

148
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Tax on items that will not be reclassified
against the statement of income
Total items that will not be
reclassified against the statement of
income, after tax
Items that may be reclassified
against the statement of income;
Translating differences in translation of
foreign subsidiaries
Total items that may be reclassified
against the statement of income,
before tax
Tax on items that may be reclassified
against the statement of income
Total items that may be reclassified
against the statement of income,
after tax

Total comprehensive income for the
period
Non-controlling interests
Parent company shareholders

9.4

7

5

11

14

22

27

30

(50)

87

(64)

36

126

121

162

(43)

91

(53)

50

148

148
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Consolidated financial position

The table below sets out selected data from the Company’s consolidated financial position
as of 30 September 2016 and 2015 and as of 31 December 2015, 2014 and 2013:

(NOK million)

As of

As of

30-Sept

31-Dec

2016

2015

Unaudited

Unaudited

2015

2014

2013

ASSETS
Goodwill
Brands
Software
Total intangible assets
Land, buildings and other real estate

1,006

1,035

1,042

984

955

667

663

666

640

614

33

35

34

12

11

1,706

1,733

1,742

1,636

1,580

0

1

-

6

13

329

284

285

315

343

23

27

26

37

39

3

63

67

21

0

Total tangible assets

354

375

378

378

395

Deferred tax assets

180

190

162

148

121

Machinery and equipment
Fixtures and fittings, tools, office equipment, etc.
Assets under construction
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Investments in associated companies & jointly controlled entities

54

52

55

55

51

Other investments in shares

0

0

0

0

0

Other long-term receivables

0

0

0

0

0

54

52

55

56

52

2,294

2,349

2,338

2,219

2,148

Inventories

425

432

388

397

319

Accounts receivables

568

489

1,003

1,024

1,092

Prepayments to suppliers

68

60

65

58

96

Other receivables

29

53

26

59

25

Cash and cash equivalents

79

149

190

175

148

TOTAL CURRENT ASSETS

1,170

1,183

1,674

1,713

1,680

TOTAL ASSETS

3,464

3,533

4,011

3,932

3,828

Share capital

1

1

1

1

1

Share premium

1

1

1

1

1

Total paid-in equity

2

2

2

2

2

Total long-term financial assets
TOTAL NON-CURRENT ASSETS

EQUITY AND LIABILITIES

Retained earnings

730

757

843

732

612

Total retained earnings

730

757

843

732

612

12

28

32

27

25

744

787

876

761

639

Deferred tax liability

90

108

97

103

97

Pension obligations

36

42

36

40

36

Liabilities at fair value through profit or loss

11

139

70

161

226

Non-controlling interests
TOTAL EQUITY

Other provisions

1

1

1

2

2

Total provisions

138

291

204

306

361

Liabilities to financial institutions

962

1,073

1,033

1,031

1,132

0

0

0

0

0

Total other non-current liabilities

962

1,073

1,034

1,031

1,132

Liabilities to financial institutions

328

282

172

149

95

Liabilities at fair value through profit or loss

148

0

49

37

-

Accounts payable to suppliers

369

331

551

571

499

Other non-current liabilities

Tax payable

0

5

14

16

51

Public taxes

571

550

879

830

859

Other current liabilities

204

214

232

230

191

Total current liabilities

1,621

1,382

1,897

1,833

1,695

Total liabilities

2,720

2,745

3,135

3,171

3,189

Total equity and liabilities

3,464

3,533

4,011

3,932

3,828

9.5

Consolidated cash flow statement

The table below sets out selected data from the Company's consolidated statement of
cash flows for the years ended 31 December 2015, 2014 and 2013 and its consolidated
interim statement of cash flows for the nine-month periods ended 30 September 2016
and 2015:
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Nine months ended

12 months ended

30-Sept
2016
Unaudited

(NOK million)

31-Dec

2015
Unaudited

2015

2014

2013

Cash flow from operations
Pre-tax profit

(8)

(19)

102

107

33

Adjusted for:
Depreciation
Share of profit from associated companies and jointly controlled
entities
Dividends from associates
Tax payable

39

41

56

51

51

(1)

1

(5)

(9)

(11)

3
(47)

4
(44)

5
(51)

6
(89)

2
(62)

56
(5)

58
(7)

77
(10)

87
(16)

84
(9)

0
0

2
1

1
1

3
2

(1)
3

Value changes without cash effect
Loss/gain on sale of shares/fixed assets

81
(1)

5
(12)

(18)
(16)

1
(0)

(11)
(14)

Other financial items without cash effect
Unrealised agio

5
(17)

5
32

10
33

9
4

8
69

Change in inventories
Change in accounts receivable

(37)
444

(21)
563

23
40

(78)
68

(36)
(201)

Change in accounts payable
Change in other current assets

(509)

(573)

(32)
57

72
1

42
(9)

2

35

273

219

(61)

(35)

(10)

(13)

(5)

(4)

1
(7)

11
(54)

15
(66)

0
(25)

172
(20)

Payments on acquisition of business
Net cash effect through sale of other business

0
0

(35)
5

(35)
8

-

(681)
-

Payments on loans to minority shareholders
Payments on acquisition of other financial investments

0
0

0
0

(0)
-

-

(2)

(41)

(82)

(91)

(30)

(534)

4

Additions for interest costs in the period
Subtractions for interest income in the period
Pension costs without cash effect
Interest costs without cash effect

Net cash flow from operational activites
Cash flow from investments
Payments on acquisition of intangible fixed assets
Proceeds from sales of tangible fixed assets
Payments on acquisition of tangible fixed assets

Net cash flow from investment activities
Cash flow from financing activities
Proceeds - incentive program
Payments - incentive program
Proceeds from new long-term interest-bearing debt to credit
institutions
Repayment of long-term interest-bearing debt to credit
institutions
Payments of interest rates in the period
Proceeds from interest in the period
Payments to minority shareholders

1

0

2

4

(3)

0

(3)

-

-

100

124

124

35

1,035

(122)

(112)

(150)

(98)

(581)

(56)

(58)

(77)

(87)

(84)

5
(99)

7
(62)

10
(71)

16
(27)

9
-

Payments of dividends/group contributions

(28)

(19)

(19)

(22)

(33)

Net cash flow from financing activities

(202)

(120)

(183)

(179)

350

(18)

10

17

17

29

(18)

10

17

17

29

(259)

(156)

15

27

(215)

190

175

175

148

364

(69)

19

190

175

148

Effect of exchange rate changes on bank deposits, cash and cash
equivalents
Effect of exchange
equivalents

rate

changes on cash and

cash

Net change in bank deposits, cash and cash equivalents
Holding bank deposits, cash and cash equivalents at beginning of
period
Holding of bank deposits, cash and cash equivalents at
end of period

9.6

Consolidated statement of changes in equity

The table below sets out selected data from the Company's consolidated statement of
changes in equity for the years ended 31 December 2015, 2014 and 2013 and its
consolidated interim statement of equity for the nine-month periods ended 30 September
2016 and 2015:
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Total for

(NOK

Share capital

Share

Translation

Other retained

owners of

Non-

capital

premium

differences

earnings

the parent

controlling

company

interests

thousand)

Equity at 1
January 2013

Total for
the
Group

1,000

794

(2,185)

456,951

456,560

23,266

479,826

Profit for the year

0

0

0

14,985

14,985

27,655

42,640

Total other
comprehensive
income

0

0

151,286

(4,184)

147,102

2,277

149,379

Total profit for
the year

0

0

151,286

10,801

162,087

29,932

192,019

Transactions with
owners
Dividend paid to
non-controlling
interests

0

0

0

0

0

(33,065)

(33,065)

Transfer of profit for
the year from
minority to
majority*

0

0

0

(4,616)

(4,616)

4,616

0

Total transactions
with owners

0

0

0

(4,616)

(4,616)

(28,449)

(33,065)

1,000

794

149,101

463,136

614,031

24,749

638,780

Profit for the year

0

0

0

62,508

62,508

27,012

89,520

Total other
comprehensive
income

0

0

58,927

(572)

58,355

394

58,749

Total profit for
the year

0

0

58,927

61,936

120,863

27,406

148,269

Transactions with
owners
Dividend paid to
non-controlling
interests

0

0

0

0

0

(21,977)

(21,977)

Changes in noncontrolling interests

0

0

0

0

0

(4,070)

(4,070)

Transfer of profit for
the year from
minority to
majority*

0

0

0

(1,193)

(1,193)

1,193

0

Total transactions
with owners

0

0

0

(1,193)

(1,193)

(24,854)

(26,047)

1,000

794

208,028

523,879

733,701

27,301

761,002

0

0

0

64,083

64,083

20,305

84,388

Equity at 1
January 2014

Equity at 1
January 2015
Profit for the year
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Total other
comprehensive
income

0

0

57,225

4,673

61,898

1,663

63,561

Total profit for
the year

0

0

57,225

68,756

125,981

21,968

147,949

Transactions with
owners
Dividend paid to
non-controlling
interests

0

0

0

0

0

(25,429)

(25,429)

Changes in noncontrolling interests

0

0

0

(5,912)

(5,912)

(1,203)

(7,115)

Transfer of profit for
the year from
minority to
majority*

0

0

0

(8,966)

(8,966)

8,966

0

Total transactions
with owners

0

0

0

(14,878)

(14,878)

(17,666)

(32,544)

Equity at 1
January 2016

1,000

794

265,253

577,757

844,804

31,603

876,407

Profit for the year

0

0

0

(17,940)

(17,940)

8,367

(9,031)

Total other
comprehensive
income

0

0

-45,670

0

(45,670)

2,611

(43,059)

Total profit for
the year

0

0

(45,670)

(17,940)

(63,610)

10,978

(52,632)

Transactions with
owners
Dividend paid to
non-controlling
interests

0

0

0

0

0

(21,626)

(21,626)

Changes in noncontrolling interests

0

0

0

(50,317)

(50,317)

(7,933)

(58,250)

Transfer of profit for
the year from
minority to
majority*

0

0

0

1,000

1,000

(1,000)

0

Total transactions
with owners

0

0

0

(49,317)

(49,317)

(30,559)

(79,876)

1,000

794

219,583

510,500

731,877

12,022

743,899

Equity at 30
September 2016
*

The Group owns 99.4 per cent and 51 per cent, respectively, of the subsidiaries Vingruppen i Norden AB and
Excellars AS. The minority shareholders in Vingruppen i Norden AB and Excellars AS have put options to sell
their shares in Vingruppen i Norden AB and Excellars AS to the Company. In addition, the Company has call
options to acquire all outstanding shares in Vingruppen i Norden AB and Excellars AS. The call and the put
options can be exercised in a situation where the Company's majority owner divests its shareholding in the
Company. The strike price is defined as fair value at the time of the exercise. Although the Company was not
considered to have control of the shares as of the close of the financial year, these companies are recognised as
though they were wholly owned, but with partial presentation of the non-controlling interests. Partial
presentation of non-controlling interests means that the non-controlling interests’ share of the profit for the
year is shown in the statement of income, whereas only direct non-controlling interests are stated in the equity
statement. The transfer relates to the non-controlling interests’ share of the profit for the year, adjusted for the
dividend distributed for the period.
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9.7

Auditor

The Company's auditor is Ernst & Young AS with registration number 976 389 387 and
business address at Dronning Eufemias gate 6, NO-0154 Oslo, Norway. Ernst & Young AS
is a State Authorized Public Accountants (Norway). Ernst & Young AS has been the
Company's auditor since 2004 and thus throughout the period covered by financial
information incorporated by reference and attached as Appendix B to this in this
Prospectus.
The Annual Financial Statements as incorporated by reference, were audited by Ernst &
Young. Ernst & Young has issued a Report on review of interim financial information on
the unaudited interim condensed consolidated financial statements for Q3 2016. Ernst &
Young AS' has issued a review report in accordance with ISRE 2410 on the Condensed
Interim Financial Statements which are attached as Appendix B in this Prospectus
together with the Condensed Interim Financial Statements. Ernst & Young AS has not
audited, reviewed or produced any report on any other information provided in this
Prospectus.
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10.

OPERATING AND FINANCIAL REVIEW

This operating and financial review should be read together with Section 9 "Selected
financial information", the Annual Financial Statements, the Condensed Interim Financial
Statement and related notes as incorporated by reference in this Prospectus, see Section
18.2 “Incorporation by reference” and attached as Appendix B to this Prospectus. The
Annual Financial Statements have been prepared in accordance with IFRS and
interpretations by IFRIC, as adopted by the EU, as well as additional Norwegian reporting
requirements pursuant to the Norwegian Accounting Act of 17 July 1998 no. 56, and the
unaudited Condensed Interim Financial Statement have been prepared in accordance
with IAS 34. The Condensed Interim Financial Statements do not include all of the
information required for the Financial Statements of the Company and should be read in
conjunction with the Financial Statements. The Annual Financial Statements have been
audited by Ernst & Young AS, as set forth in their report thereon included together with
the Financial Statements. Ernst & Young AS has issued a review report of the Condensed
Interim Financial Statement, as set forth in their report included together with the
Condensed Interim Financial Statement.
The operating and financial review contains forward-looking statements. These forwardlooking statements are not historical facts, but are rather based on the Company's
current expectations, estimates, assumptions and projections about the Company's
industry, business and future financial results. Actual results could differ materially from
the results contemplated by these forward-looking statements because of a number of
factors, including those discussed in Section 2 "Risk Factors" and Section 4.4 "Forwardlooking statements", as well as other Sections of this Prospectus. The Q3 2016
Condensed Interim Financial Statement has been subject to review of interim financial
information in accordance with ISRE 2410 by Ernst & Young AS.
10.1

General overview

Arcus is a leading Nordic player in the production, import, sale and distribution of wine
and spirits. The Group has a broad offering of own brands and branded third party
products imported and distributed under agency agreements. In addition, the Group
operates the leading logistics and distribution service provider Vectura, specialising in
alcoholic beverages in Norway. Arcus has an attractive product portfolio comprised of
strong wine brands in all price categories from all over the world and iconic Nordic spirit
brands, with particular emphasis on the Aquavit and Bitter product categories. For the
twelve-month period ended 31 December 2015 the Group reported a total income of NOK
2,471 million and Adjusted EBITDA of NOK 274 million, corresponding to an Adjusted
EBITDA margin of 11.1%.
Arcus' products are sold off-trade, through state owned retail monopolies in Norway,
Sweden and Finland and through other retail channels in Denmark and other less
regulated markets and through the DFTR distribution channel. The Group's products are
also sold on-trade through the HORECA segment. The Group's headquarters are located
at Gjelleråsen outside of Oslo and most production of Arcus' own brands are centralised
at this production facility.
Arcus’ financial profile is characterised by the following key characteristics.
Strong and non-cyclical revenue growth
The Group has experienced rapid growth and increased total operating revenue every
year since 2005. In the period from 31 December 2005 to 30 September 2016 the Group
grew its operating revenue at a CAGR of 10.7% of which the average organic year on
year growth represented approximately 7%. The Group has complemented organic
growth with a number of profitable acquisitions, most recently the Polish vodka brand
Dworek, with a strong position in the Norwegian and the Swedish markets, which was
finalised in August 2016. The Company's revenue is non-cyclical as consumer drinking
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habits are largely independent of macroeconomic environment. The following graph
illustrates the Group’s operating revenue development in (NOK million) from 2005 until
rolling last twelve months ended 30 September 2016.

Improved and resilient margins
The Group has experienced a steady margin improvement and increased the Group's
Adjusted EBITDA from NOK 31 million for the year ended 31 December 2005 to NOK 340
million for the twelve-month period ending 30 September 2016, corresponding to an
Adjusted EBITDA CAGR of 25% over the period. Adjusted EBITDA growth is a result of
strong operating revenue development, combined with a steady margin improvement.
Margin improvement has been driven by continuous efficiency improvement initiatives
and economies of scale realised at the new and modern production facility at Gjelleråsen.
The following graph illustrates the Group’s Adjusted EBITDA (in NOK million) and
Adjusted EBITDA margin development from 2005 to the twelve-month period ended 30
September 2016. Among other factors, EBITDA margin and Adjusted EBITDA margin is
highly dependent on business mix.

Strong cash generation
The Group has a strong cash generation as a result of attractive margins, low investment
requirements (due to a well invested production facility at Gjelleråsen) and limited net
working capital requirements.
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See sections 10.4 "Liquidity" and section 10.5 "Historical investments” for further
elaboration.
10.2

Significant factors affecting business performance

Arcus’ results of operations have been and will continue to be, affected by a range of
factors, many of which are beyond the Group’s control. The factors that management
believes have had a material effect on the Group’s results of operations during the
periods under review, as well as those considered likely to have a material effect on its
results of operations in the future are described below.
10.2.1

Revenue development

Arcus sells products and services in three business segments, spirits, wine and
distribution. Within spirits, Arcus has a product portfolio consisting of iconic Arcus brands
combined with approximately 20 agency brands. Within wine, Arcus has a product
portfolio consisting of wine brands from approximately 350 wine producers.
There are considerable differences between Arcus’ markets in terms of, amongst other
things, consumers’ category and product preferences, consumption per capita, category
growth rates and drinking culture. For additional information, see section 6 “Industry and
market”.
The table below sets forth the Group’s operating revenue for the periods indicated.
Nine months ended
30-Sept
Unaudited

(NOK million)
Total operating revenue
Wine
Spirits
Distribution
Other
Eliminations / reclassifications

2016
1,771
1,126
570
180
130
(235)

2015
1,670
1,031
530
173
134
(198)

12 months ended
31-Dec
2015
2,471
1,467
855
250
179
(280)

2014
2,332
1,281
903
271
179
(303)

2013
2,268
1,177
887
287
178
(262)

Demand for Arcus’ products is affected by a number of factors outside of Arcus’ control
including but not limited to, economic conditions, health awareness, prices, regulations,
demographics etc.
Business segment Spirits
Operating revenue for the spirits segment decreased from the year ended 31 December
2013 to the year ended 31 December 2014. The decline was mainly a result of
discontinuing the Group's efforts to penetrate the US vodka category. This had been an
unprofitable initiative for the Group. Withdrawing vodka from the US market resulted in a
decrease in operating revenue of approximately NOK 11 million for the year. Other
factors impacting the segment's operating revenue between the year ended 31 December
2013 and the year ended 31 December 2014 include, decreasing sales in Denmark and
Germany for the aquavit brands Aalborg and Malteserkreuz acquired from Pernod Ricard
in 2013, a continued decline in demand for cognac and brandy in the DFTR market and
lower spirits volumes sold across several categories in Norway. The decrease from 2014
to 2015 is mainly explained by an additional decrease in operating revenue of NOK 6
million as a result of withdrawing from the US vodka category and continued sales
decline in several categories and markets.
Other market specific factors affecting spirits revenues over the period include decrease
in the Norwegian market in sales of the aquavit, vodka, cognac and brandy product
categories, and that Arcus’ DFTR market experienced a decline mainly due to (i) a
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general decline in spirits volumes sold through the channel (ii) the Group deciding to
delist unprofitable volumes over the course of the period.
The strategic and operational changes made over the last years have laid the foundation
for profitable growth going forward, generating sales (and margin) growth in the ninemonth period ending 30 September 2016, with a total operating revenue of NOK 570
million, against NOK 530 million for the same period the previous year.
Within the spirits segment, Arcus sees the most significant opportunities for profitable
growth within the Group's core categories, aquavit and bitter, in its home markets.
Business segment Wine
Operating revenues within the wine segment totalled NOK 1,177 million for the year
ended 31 December 2013, NOK 1,281 million for the year ended 31 December 2014 and
NOK 1,467 million for the year ended 31 December 2015. For the nine-month period
ending 30 September 2016, operating revenue within the wine segment totalled NOK
1,126 million and for the same period in 2015 NOK 1,031 million. Both the Norwegian,
Swedish and Finnish wine businesses have seen a growth in operating revenue since the
year ended 31 December 2013 until the date of this prospectus.
For the Norwegian operations, operating revenue increase has been driven by a
combination of the successes of Arcus’ brands and being a net winner of new agencies.
The largest agency won during the period since 2013 is the Masi brand, which added a
sales contribution of NOK 29 million for the year ended 31 December 2014.
The Swedish and Finnish wine operations have both experienced strong operating
revenue growth from the year ended 31 December 2013 to 30 September 2016. This was
mainly a result of successful active pricing strategy. The Swedish business has also been
a clear net agency winner over the review period. Operating revenue was negatively
impacted by an alcohol tax increase, which may have led to increased border trade. The
operating revenue increase in Finland is mainly explained by the acquisition of the
Finnish wine import agent Social Wines Oy in April 2015. Social Wines had operating
revenue of SEK 110 million from 1 April 2015 to 31 December 2015.
Within the wine segment Arcus sees good opportunities for profitable growth from
organically, as well as, through continuing the consolidation of the industry in the
regulated Nordic monopoly markets.
Business segment Distribution
Operating revenue within the Distribution segment totalled NOK 287 million for the year
ended 31 December 2013, NOK 271 million for the year ended 31 December 2014 and
NOK 250 million for the year ended 31 December 2015. For the nine-month period
ending 30 September 2016, operating revenue within the Distribution segment totalled
NOK 180 million and for the same period in 2015, operating revenue within the
Distribution segment totalled NOK 173 million. The negative development in net revenue
from 2013 to 2015 was mainly due to loss of several large clients, as a consequence of
operational challenges related to the relocation to Gjelleråsen in 2012, as well as
discontinuing distribution contracts with low margin customers in an effort to improve
profitability. The Group has since devoted considerable resources to restore and improve
operations to ensure a competitive offering. Technological and process initiatives have
been implemented successfully, and the segment has again increased volumes due to
wins of new contracts in 2016.
10.2.2 Gross margin development
The Group’s gross margin is, among other factors, impacted by the Group's business mix,
product mix, geographical sales mix, introduction of new products, retirements of
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underperforming products and categories, as well as the Group’s efficient logistics setup
and purchasing power and negotiations with suppliers.
The Group’s three different operating segments have considerably different gross margin
profiles. The spirits segment exhibits a relatively high gross margin compared to the wine
segment, while as the Distribution segment is a service provider and reported on a net
revenue basis, hence does not have any costs of goods, and therefore exhibits a gross
margin of 100% percent. As a result of these differences amongst segments, the
consolidated Group gross margin may exhibit considerable variations as a result of
variations in the Group's business sales mix.
Spirits
The spirits segment reported a gross profit of NOK 493 million for the year ended 31
December 2013, NOK 467 million for the year ended 31 December 2014 and NOK 442
million for the year ended 31 December 2015. This corresponds to a gross margin of
55.6% for the year ended 31 December 2013, 51.8% for the year ended 31 December
2014 and 51.7% for the year ended 31 December 2015. For the nine-month period
ended 30 September 2016 the spirits segment reported a gross profit of NOK 299 million
with a gross margin of 52.5% and for the same period in 2015 the segment reported a
gross profit of NOK 282 million with a gross margin of 53.2%. The decline in gross
margin of 4 percentage points from the year ending 31 December 2013 to the year
ending 31 December 2014 is mainly attributable to a considerable increase in production
volumes at GSC at relatively low margins. Another factor that impacted the gross margin
was changing geographical mix and product mix from year to year.
Wine
The wine segment reported a gross profit of NOK 361 million for the year ended 31
December 2013, NOK 350 million for the year ended 31 December 2014 and NOK 395
million for the year ended 31 December 2015. This corresponds to a gross margin of
30.7% for the year ended 31 December 2013, 27.3% for the year ended 31 December
2014 and 26.9% for the year ended 31 December 2015. For the nine-month period
ended 30 September 2016 the wine segment reported a gross profit of NOK 281 million
with a gross margin of 25.0% and for the same period in 2015 the segment reported a
gross profit of NOK 273 million with a gross margin of 26.4%. The decline in gross
margin in the wine segment from 31 December 2013 to the year ended 31 December
2014 was mainly driven by a time lag in implementing increased sales prices and
renegotiated prices from suppliers as a response to the depreciation of NOK and SEK
against primarily the EUR.
10.2.3 Efficiency improvements
In the period 1 January 2013 to 30 September 2016 the Group has undergone a number
of changes in the pursuit of efficiency improvements.
The Spirits segment has focused on optimising its production footprint through
centralising production at the Arcus' modern and well-invested production facilities at
Gjelleråsen. Having all production activities centralised allows for increased cooperation
within the supply chain. Following the acquisition of the Danish brands Gammel Dansk,
Aalborg and Malteserkreuz in 2013 the Group initiated the process of moving production
of these brands from Aalborg in Denmark to Gjelleråsen in Norway. As a first step, the
production plant at Aalborg was divested immediately, followed in 2014-2015 by the
relocation of production equipment to Gjelleråsen and some investments in new
equipment there. The move of production was finalised in June 2015 and all the Aalborg
volume was absorbed at Gjelleråsen at limited additional fixed costs. The Group incurred
expenses amounting to NOK 65 million to facilitate the move and realize costs savings.
The Group estimates that the relocation of production will result in annual cost savings of
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NOK 40 million in 2016 compared to the year ended 31 December 2014, of which NOK
15 million were realised in the year ended 31 December 2015.
The Distribution segment has also undergone significant efficiency improvements over
the last years. As a result of new management, processes, systems and routines have
been improved, resulting in considerable efficiency improvements and cost savings.
Among other things, the Distribution segment has reduced the number of FTE’s by 30
from the year ended 31 December 2013 to the year ended 31 December 2015.
10.2.4 Impact of acquisitions
Arcus has a strong track record of executing successful add-on acquisitions of wine
companies and spirits brands. The Group pursues an opportunistic M&A strategy and will
evaluate M&A targets on an ongoing basis. The sale or purchase of companies or assets
have had, and are expected to continue to have an impact on Arcus’ financials.
The alcoholic beverages market in which Arcus operates is characterised as being highly
fragmented presenting the Group with opportunities to acquire businesses as well as
assets such as brands. Over the period 1 January 2013 to 30 September 2016 the Group
has executed a number of transactions that have impacted the Group’s results of
operations. In the year ended 31 December 2013 the Group acquired the Danish brands
Aalborg, Malteserkreuz and Gammel Dansk from Pernod Ricard. The Danish aquavit
brand Brøndums was initially also part of this transaction, however, competition
authorities imposed the Group to divest this brand. A transaction involving the sale of
this brand was successfully executed in the year ended 31 December 2013. In the year
ended 31 December 2015 the Group acquired the Swedish brand Snälleröds and and the
wine import agent, Social Wines Oy in Finland. During the nine-month period ended 30
September 2016 the Group acquired the Polish vodka brand Dworek, a transaction that
was finalised in August 2016. Dworek is expected to provide an operating revenue
contribution of NOK 26 million and an EBITDA and Adjusted EBITDA contribution of NOK
13 million to the spirits segment and also to the Group.
As Arcus' wine business segment operates with strong margins within the industry,
consequently, acquisitions of wine agencies often dilute total margins in the short term,
until they have been fully integrated with the Group’s business model.
10.2.5 Impact of regulations and taxation of alcohol products
The alcoholic beverage industry is heavily regulated and subject to a variety of excise
and other taxes, which have had, and are expected to continue to have a significant
impact on Arcus’ results of operations. The following discussion includes information on
governmental, economic, fiscal, monetary or political policies or factors that have
materially affected or that the Group believes could materially affect its operations.
Regulations
The alcoholic beverage industry is inherently highly regulated with regards to licence
requirements, registration requirements and age restrictions. Furthermore, Norway,
Sweden and Finland, core markets for Arcus, are characterised by even higher regulation
levels than other markets. These types of alcohol-control regulations can impact Arcus’
ability to compete and ability to differentiate products and may adversely impact the
Group's overall sales volume and profitability as well as increase operational complexity
and Arcus’ costs. For additional information on such regulation, see sections 7.20
“Regulation and compliance”, 2.2 “Risk related to laws and regulations subject to the
Group’s activities” and Section 6 "Industry and Market"
Arcus believes that its scale allows it to efficiently cope with potential increased resource
requirements related to regulatory changes within the alcoholic beverage industry in the
markets in which the Group operates. By leveraging know-how and scale compared to
smaller competitors, Arcus is able to potentially grow its market share when smaller
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competitors struggle to meet regulatory requirements. Since the year ended 31
December 2013, changes in regulations has primarily affected Arcus’ operating revenue
growth, but has had limited impact on the Group’s costs. In 2014 the duty-free quota
was increased in Norway resulting in only a marginal growth in value and a slight
negative growth in volume in the Norwegian market in in 2015. Management believes
that the limited growth seen both in the market and in Arcus’ Norwegian wine sales in
2015 is a temporary effect of the increased duty-free quota, and that industry growth will
return to normalised levels going forward. Arcus’ wine segment operating revenues in
Norway totalled NOK 401 million in 2013, NOK 454 million in 2014 and NOK 449 million
in 2015, representing a year-on-year growth of 13.2 % from 2013 to 2014 and -1.1%
from 2014 to 2015. Further, management believes that further increasing the duty-free
allowance will have limited impact on the Group’s operating revenue, as the current
allowance is approaching the limit of what the average adult can comfortably carry.
Taxation of alcohol products
The level of excise tax, VAT and other taxes are major factors in determination of the
retail sales price of alcohol products. In general, alcohol related taxes have increased in
recent years. Although these taxes are not included in the Group’s operating revenue,
changes in taxes affect Arcus’ price setting as Arcus needs to consider whether and to
what extent it will reflect such changes in the sales prices of its alcohol products. Such
price changes may vary between products and brands within a single market. Arcus
generally aims to pass on increases in excise taxes to consumers, and the Group may
revise prices above or below the amount needed to reflect tax changes for certain
brands, which thus results in higher or lower operating revenue. Reflecting part or all of a
tax increase through an increase in the sales price may reduce consumption or cause
demand to shift towards lower priced products or different categories. Increasing sales
prices more than necessary to reflect a tax increase would directly increase Arcus’
profitability while absorbing a tax increase without a corresponding sales price increase
would directly reduce the Group’s profitability, in each case assuming unchanged sales
volumes.
Country specific alcohol tax levels is a major driver of DFTR sales and border trade. In
2014 the Finnish government determined to raise their alcohol tax levels resulting in the
Finnish alcohol market seeing a decline in both volume and value of wine sales as a
result of increased border trade from Estonia. From 2011 to 2014 the Finnish wine
market saw a steady value growth, but following the alcohol tax increase in 2014, the
market total market value declined from EUR 989 million for the year ended 31
December 2014 to EUR 966 million for the year ended 31 December 2015 (Euromonitor).
For additional information on taxation of alcohol products, see Section 2.2.5 “Increases in
taxes, particularly increases in excise duties, could adversely affect demand for the
Group’s products” and Section 6.2.6 “Alcohol taxes and duties and state retail monopoly
price models”.
10.2.6 Impact of currency fluctuations
Fluctuations in currency exchange rates, particularly between NOK, SEK and EUR have
had, and are likely to continue to have, a significant impact on the Group’s financials.
Arcus’ exposure to currency exchange rates arise primarily from the Group’s purchases of
wine from international suppliers, which are primarily denominated in EUR.
Approximately 3/4 of the purchases within the Wine segment are in EUR, see Section
10.8.1 “Currency exchange risks”.
Arcus Wine business segment follows an active pricing policy through which they have
been able to transfer most of the cost increase caused by negative currency effects over
to customers through higher prices and/or to producers by amending purchasing prices.
However, due to the large cost base in EUR and a time lag on price adjustments, due to
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the state retail monopolies' pricing model, the Wine business segment experienced a
margin decline during the period of depreciating NOK and SEK in 2013 and 2014.
The following graphs illustrate the development of EUR against NOK and SEK for the
period 1 January 2013 to 30 September 2016.
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10.2.7 Variations caused by seasonality
The Group’s operating revenue is subject to predictable seasons and variations in
consumer habits throughout the year. Consumer purchasing and consumption of
alcoholic beverages typically increases ahead of and during the main public holidays. The
Group focuses on benefitting from the impact and significance of high seasons, while at
the same time focusing on expanding the consumption occasions of its categories
typically associated with a particular season.
The Group’s most important seasonal peak is in the lead up to, and during Christmas.
Another important seasonal peak is in the lead up to and during Easter. Operating
revenue, gross profit and gross margin have historically been highest in the fourth
quarter as a result of sales relating to the Christmas season. For the year ended 31
December 2015, 20% of operating revenue was generated in the first quarter, 23% in
the second quarter, 24% in the third quarter and 32% in the fourth quarter, as reported
by the Principal Shareholder. Similarly, for the year ended 31 December 2014, 20 % of
operating revenue was generated in the first quarter, 25% in the second, 23% in the
third and 32% in the fourth quarter. Generally gross margin is lowest during the first
quarter and highest in the fourth quarter given among other things product mix for the
high seasons.
The seasonal swings have resulted in significant fluctuations in net working capital within
the financial year, with net working capital requirements being at its highest in the lead
up to Christmas, Easter and summer. Net working capital needs in the first quarter of the
year are typically driven by lower operating revenue and the settlement of increased
accounts, payable alcohol taxes and VAT arising during the fourth quarter as a result of
the Christmas selling period. In the third quarter, the Group typically purchases and
produces large amounts of products in the lead up to the Christmas selling period and
thus also utilises a significant amount of cash from operations. As a result, and as part of
the Group’s normal business operations, the Group has historically experienced
significant net working capital needs in February, April, October and November of each
year and has financed its working capital needs during these periods through a revolving
credit facility, see Section 10.6 “Financing”.
The following graph illustrates the Group’s seasonal variations on a quarterly basis based
on figures as reported by the Principal Shareholder.
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10.2.8 Impact of changes in the Group's capital structure
Concurrently with the Offering, the Group will refinance the Senior Facilities with the SEB
Loan Facilities as further outlined in 10.6.2 “New financing arrangements after the
Offering”. The utilisation under the Credit Facilities will be subject to closing of the
Offering, as further described in Section 10.6 “Financing”. As a result of the Offering and
the refinancing, the Group expects that the Group’s interest expense going forward will
be significantly reduced compared to the periods under review as further described in
Section 10.6 “Financing”.
10.3

Results of operations for the Group

10.3.1 Results of operations for the nine months ended 30 September 2016 compared
to the nine months ended 30 September 2015
The table below sets out the Company's financial information as of, and for the nine
months period ended 30 September 2016 and 2015.

(NOK millions)

Year to date
30 September
2016
2015
Unaudited

Sales
Other revenues
Total operating revenue
Net gain on sale of fixed assets
Total income
Cost of goods
Salaries and personnel expenses
Depreciation
Amortisation
Write downs
Other operating expenses
Other income and expenses
Share of profit from associated companies
Operating profit
Interest income
Other financial income
Total financial income
Interest expense
Other financial expense
Total financial expense
Net financial income (expense)
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1,726
45
1,771
0
1,771
(1,019)
(282)
(34)
(4)
0
(288)
(8)
1
136
5
20
26
(56)
(113)
(170)
(144)

Unaudited

1,591
79
1,670
0
1,670
(947)
(277)
(35)
(4)
(2)
(327)
7
(1)
83
7
33
40
(58)
(84)
(142)
(102)

% change

8.5%
-42.4%
6.1%
93.9%
6.1%
7.5%
1.8%
-1.8%
2.2%
-100%
-11.8%
nm
nm
64.3%
-27.6%
-37.7%
-35.8%
-3.4%
35.5%
19.5%
41.4%

Profit before tax
Income tax expense
Profit for the period

(8)
(2)
(10)

(19)
10
(9)

58.9%
nm
6.0%

Total income
Sales increased by NOK 135 million, or 8.5%, from NOK 1,591 million for the nine
months ended 30 September 2015 to NOK 1,726 million for the nine months ended 30
September 2016. The increase was primarily due to growth in the Swedish market,
growth in own brand demand and renewed, though modest, growth on the wine agency
portfolio in Norway.
Other revenues decreased by NOK 33 million, or 42.4%, from NOK 79 million for the nine
months ended 30 September 2015 to NOK 45 million for the nine months ended 30
September 2016. The reduction was primarily due to lower external Group Supply Chain
revenue as further commented upon below. Total income for the Group increased by NOK
101 million, or 6.1 %, from NOK 1,670 million for the nine months ended 30 September
2015 to NOK 1,771 million for the nine months ended 30 September 2016 for the
reasons described above.
The table below sets out total income by segment and total for Group for the nine
months ended 30 September 2016 and 2015.
Year to date
30 September
(NOK millions)

2016

2015

Unaudited

Unaudited

Wine
Spirits
Distribution
Other
Eliminations / reclassifications
Total

1,126
570
180
130
(235)
1,771

% change

1,031
530
173
134
(198)
1,670

9.2%
7.5%
4.2%
-3.1%
18.7%
6.1%

Group revenue eliminations and reclassifications comprise elimination of internal revenue
between business segments, mainly related to bottling and filling services conducted by
Group Supply Chain (part of business segment spirits) for business segment Wine. The
revenue eliminations and reclassifications decreased by NOK 37 million, or 18.7%, from
negative NOK 198 million for the nine months ended 30 September 2015 to negative
NOK 235 million for the nine months ended 30 September 2016.
Segment revenue splits by country for wine and spirits, and category split for spirits, for
the years 2013 to 2015 have been compiled for this Prospectus by the Company based
on historical internal accounting information in the Group with some approximations. The
Group has implemented a new accounting system from 2016 enabling accurate reporting
of also these splits.
The table below sets out revenue by country and total for the business segment Wine for
the nine months ended 30 September 2016 and 2015.
Year to date
30 September
(NOK millions)
Norway
Sweden
Finland
Eliminations / reclassifications
Total Wine segment revenue
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2016

2015

Unaudited

Unaudited

320
685
121
0
1,126

318
623
90
0
1,031

% change

0.7%
10.0%
33.9%
0.0%
9.2%

Business segment Wine increased its revenue by 9.2%, from NOK 1,031 million for the
nine months ended 30 September 2015 to NOK 1,126 million for the nine months ended
30 September 2016.
In Norway, Wine segment revenue increased by NOK 2 million mainly due to growing
demand for Arcus' own brands. Revenue in the Swedish market increased by NOK 62
million mainly due to strong underlying growth in the Swedish market, and favourable
currency effects. In the Finnish market, revenue grew by NOK 31 million mainly due to
an additional quarter of Social Wines Oy (consolidated as of April 2015).
The Wine segment has historically reported certain marketing related contributions for its
suppliers as part of segment revenue for Sweden. Going forward the Group plans to
report these items as cost reductions and not as part of revenue. The relevant amounts
and the revenue adjusted for these items are shown below.
Year to date

30
(NOK millions)

September
2016

2015

Unaudited

Unaudited

Sale revenue
Marketing contribution
Sweden wine revenue adjusted

685
0
685

% change

623
(11)
634

10.0%
nm
8.0%

The tables below sets out revenue by country, main category and total for the business
segment spirits for the nine months ended 30 September 2016 and 2015.
Year to date
30 September
(NOK millions)
Norway
Sweden
Finland
Denmark
Germany
DFTR and International
Sum Spirits sale revenue
Group Supply Chain
Other incl. bulk sales – Denmark
Total Spirits segment revenue

2016

2015

Unaudited

Unaudited

171
76
23
75
35
70
450
120
0
570

% change

166
66
22
73
40
66
433
77
21
530

2.8%
15.5%
2.7%
3.8%
-12.2%
6.0%
4.0%
56.4%
-100.0%
7.5%

Business segment spirits increased its revenue by 7.5%, from NOK 530 million for the
nine months ended 30 September 2015 to NOK 570 million for the nine months ended 30
September 2016.
Spirits sale revenue, i.e. revenue excluding Group Supply Chain and discontinued bulk
sale of spirits, increased by 4.0% from NOK 433 million for the nine months ended 30
September 2015 to NOK 450 million for the nine months ended 30 September 2016.
The development within spirits sale revenue is driven primarily by the positive
momentum seen in the large aquavit category in the Norwegian market, where the
Company is seeing positive effects of its increasing market share and category growth,
good momentum in Sweden and favourable foreign exchange rates.
The acquired vodka brand Dworek has been consolidated with effect from September
2016 contributing marginally with revenue of approximately NOK 2 million in the nine
months ended 30 September 2016. The Group estimates that on a full year basis, the
brand will contribute with revenue around NOK 26 million and EBITDA and adjusted
EBITDA in the level of NOK 13 million.
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Spirits segment DFTR and international revenue amounted to NOK 70 million for the nine
months ended 30 September 2016 and NOK 66 million for the nine months ended 30
September 2015.
Group Supply chain revenue increased by NOK 43 million, or 56.4% from NOK 77 million
for the nine months ended 30 September 2015 to NOK 120 million for the nine months
ended 30 September 2016. The increase is primarily driven by increase in bottling for the
Arcus Wine companies performed by GSC.
Bulk sales of spirits were discontinued in relation to the close down of the production in
Aalborg, explaining the reason for this item being zero for the nine months ended 30
September 2016. Prior to the move of production, the Group sold and repurchased goods
after bottling at a third party.
Business segment Distribution increased its revenue by 4.2%, from NOK 173 million for
the nine months ended 30 September 2015 to NOK 180 million for the nine months
ended 30 September 2016, driven primarily by increased sales for Arcus and to new
external customers.
Cost of goods
Cost of goods increased by NOK 72 million, or 7.5%, from NOK 947 million for the nine
months ended 30 September 2015 to NOK 1,019 million for the nine months ended 30
September 2016.
The table below sets out cost of goods by segment and total for the Group for the nine
months ended 30 September 2016 and 2015.
Year to date
30 September
(NOK millions)
Wine
Spirits
Distribution
Other
Eliminations / reclassifications
Total

2016

2015

Unaudited

Unaudited

845
271
0
0
(97)
1,019

% change

758
248
0
0
(59)
947

11.4%
9.3%
0.0%
0.0%
64.4%
7.5%

The development in cost of goods is primarily a result of increased volumes, product mix
and foreign exchange development, with the weaker NOK leading to higher cost of goods
for EUR-denominated inputs. Business segment Distribution does not have any cost of
goods as it books revenue on a net basis, i.e. amounts billed to customers exclude
external costs for products handled on behalf of the customers.
Gross profit
For the reasons described above, gross profit increased by NOK 30 million, or 4.2%, from
NOK 722 million for the nine months ended 30 September 2015 to NOK 752 million for
the nine months ended 30 September 2016. Gross margin decreased from 43.3% for the
nine months ended 30 September 2015 to 42.5% for the nine months ended 30
September 2016. The decline was due to the higher relative growth of the Wine segment
at the expense of the spirits and distribution segments; with a slight contraction in wine
margins due to foreign exchange effects and dilution from Social Wines; and the slight
decline in Spirits margins due higher relative growth in low-margin GSC revenues.
The table below sets out gross profit and gross margin by segment and total for the
Group for the nine months ended 30 September 2016 and 2015
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Year to date
30 September
(NOK millions)
Wine
% margin
Spirits
% margin
Distribution
% margin
Other
Eliminations / reclassifications
Total
% margin

2016

2015

Unaudited

Unaudited

281
25.0%
299
52.5%
180
100.0%
130
(138)
752
42.5%

% change

273
26.4%
282
53.2%
173
100.0%
134
(140)
722
43.3%

3.2%
6.0%
4.2%
-3.1%
-1.4%
4.2%

The business segment distribution reports a 100% gross margin given its net reporting
as commented above.
Eliminations and reclassifications within gross profit is the net effect of internal revenues
and the related cost of goods, as further commented upon above.
Salaries and personnel cost
Salaries and personnel cost increased with NOK 5 million, or 1.8%, from NOK 277 million
for the nine months ended 30 September 2015 to NOK 282 million for the nine months
ended 30 September 2016.
Depreciation, amortisation and write downs
Depreciation and amortisation charge remained approximately unchanged at NOK 39
million for the nine months ended 30 September 2016 and 2015. In addition, the
Company incurred a write down of NOK 2 million for the nine months ended 30
September 2015 related to discontinued operations at the closed-down facility in Aalborg,
Denmark.
Other operating expenses
Other operating expenses decreased by 11.8%, from NOK 327 million for the nine
months ended 30 September 2015 to NOK 288 million for the nine months ended 30
September 2016. The table below sets out the Group’s other operating expenses for the
nine months ended 30 September 2016 and 2015.
Year to date
30 September
(NOK millions)
Advertising and promotion
Logistics
Rental cost
Other
Other operating expenses

2016

2015

Unaudited

Unaudited

85
41
62
101
288

% change

112
38
63
114
327

-24.4%
7.0%
-1.0%
-11.6%
-11.8%

Advertising and promotion costs decreased by 27 million, or 24.4%, from NOK 112
million for the nine months ended 30 September 2015 to NOK 85 million for the nine
months ended 30 September 2016. The decrease is mainly linked to the USA and driven
by the completion of certain design and communication projects in 2015, an increased
share in 2016 of consumer related spending which is geared towards the second half of
the year including fourth quarter and more focused spending on the core aquavit and
bitter categories during the high season. In addition, a reclassification of NOK 11 million
in re-invoiced marketing costs on the Wine segment reduced both operating revenue and
operating costs.
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Logistics costs increased with 7.0%, representing a NOK 3 million increase from NOK 38
million for the nine months ended 30 September 2015 to NOK 41 million for the nine
months ended 30 September 2016. Rental costs decreased by 1 million, or 1.0%, from
NOK 63 million for the nine months ended 30 September 2015 to NOK 62 million for the
nine months ended 30 September 2016. Other costs, comprising among other property
maintenance costs, travel expenses and other external services, including consultancy
costs, decreased by NOK 13 million from NOK 114 million for the nine months ended 30
September 2015 to NOK 101 million for the nine months ended 30 September 2016.
Adjusted EBITDA and operating profit
Adjusted EBITDA (see Section 4.1.1 "Alternative performance measures" for definitions
of APMs) for the Group increased by NOK 65 million, or 55.8%, from NOK 118 million for
the nine months ended 30 September 2015 to NOK 183 million for the nine months
ended 30 September 2016, primarily as a result of the factors described above.
The table below sets out the Group’s adjusted EBITDA, EBITDA, operating profit and
associated margins for the nine months ended 30 September 2016 and 2015.
Year to date
30 September
(NOK millions)

2016

2015

Unaudited

Unaudited

Adjusted EBITDA
Adj. EBITDA margin (%)
EBITDA
EBITDA margin (%)
Operating profit
Operating profit margin (%)

183
10.3%
175
9.9%
136
7.7%

% change

118
7.0%
124
7.4%
83
5.0%

55.8%
40.5%
64.3%

The difference between adjusted EBITDA and EBITDA is comprised of discontinued
operations and non-recurring items for the nine months ended 30 September 2016.
The table below sets out EBITDA, EBITDA margin, operating profit and associated
margins for the business segment Wine for the nine months ended 30 September 2016
and 2015.
Year to date
30 September
(NOK millions)
Adjusted EBITDA
Adj. EBITDA margin (%)
EBITDA
EBITDA margin (%)
Operating profit
Operating profit margin (%)

2016

2015

Unaudited

Unaudited

135
12.0%
135
12.0%
134
11.9%

% change

131
12.7%
135
13.1%
135
13.1%

2.6%
-0.4%
-0.4%

Business segment Wine increased its adjusted EBITDA by NOK 4 million, or 2.6%, from
NOK 131 million for the nine months ended 30 September 2015 to NOK 135 million for
the nine months ended 30 September 2016, primarily as a result of increased revenues.
The table below sets out EBITDA, EBITDA margin, operating profit and associated
margins for the business segment spirits for nine months ended 30 September 2016 and
2015.
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Year to date
30 September
(NOK millions)

2016

2015

Unaudited

Unaudited

Adjusted EBITDA
Adj. EBITDA margin (%)
EBITDA
EBITDA margin (%)
Operating profit
Operating profit margin (%)

75
13.1%
71
12.5%
53
9.4%

% change

23
4.3%
28
5.2%
6
1.1%

228.4%
158.6%
820.8%

Business segment spirits increased its adjusted EBITDA by NOK 52 million, or 228.4%,
from NOK 23 million for the nine months ended 30 September 2015 to NOK 75 million for
the nine months ended 30 September 2016, primarily as a result of strong sales of own
products, lower advertising and promotion costs in the period and the effects of the move
of production from Aalborg to Gjelleråsen completed in June 2015.
The table below sets out EBITDA, EBITDA margin, operating profit and associated
margins for the business segment Distribution for the nine months ended 30 September
2016 and 2015.
Year to date
30 September
(NOK millions)

2016

2015

Unaudited

Unaudited

Adjusted EBITDA
Adj. EBITDA margin (%)
EBITDA
EBITDA margin (%)
Operating profit
Operating profit margin (%)

(8)
-4.3%
(8)
-4.5%
(18)
-10.1%

(22)
-12.5%
(23)
-13.2%
(33)
-19.2%

% change

-64.4%
-64.5%
-45.1%

Business segment Distribution reduced its adjusted EBITDA loss by NOK 14 million from
negative NOK 22 million for the nine months ended 30 September 2015 to negative NOK
8 million for the nine months ended 30 September 2016. The improvement is primarily a
result of increased volume being handled more efficiently.
Net financial expense
Net financial expense increased by NOK 42 million from a net expense of NOK 102 million
for the nine months ended 30 September 2015 to a net expense of NOK 144 million for
the nine months ended 30 September 2016, mainly relating to revaluation of Synthetic
Shares and Synthetic Options and Minority Options, (please see Section 10.7.2 "Other
contractual cash obligations" below for more details).
The figures and comments above and below relate to financing of the Company during
periods when the Company has had funding through the Senior Facilities. Concurrently
with the Offering, the Company’s debt under the Senior Facilities will be refinanced and
replaced with the Credit Facilities, as further described in Section 10.6 “Financing”.
Year to date
30 September
(NOK millions)
Interest income
Interest income between segments
Other financial income
Interest costs
Interest costs between segments
Other financial costs
Total
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2016

2015

Unaudited

Unaudited

5
0
20
(56)
0
(113)
(144)

7
0
33
(58)
0
(84)
(102)

% change

-27.6%
0.0%
-37.7%
-3.4%
0.0%
35.5%
41.4%

Income tax expense
Income tax expense was a cost of NOK 2 million for the nine months ended 30
September 2016 compared to a profit of NOK 10 million for the nine months ended 30
September 2015. The effective tax rate was 24% for the nine months ended 30
September 2016 and negative 52% for nine months ended 30 September 2015.
Profit for the period
For the reasons described above, the profit for the period decreased by NOK 1 million
from negative NOK 9 million for the nine months ended 30 September 2015 to negative
NOK 10 million for the nine months ended 30 September 2016.
The share of profits attributable to non-controlling interests fell from NOK 13 million for
the nine months ended 30 September 2015 to NOK 8 million for nine months ended 30
September 2016, and the share attributable to parent company shareholders decreased
from NOK 22 million for the nine months ended 30 September 2015 to negative NOK 18
million for nine months ended 30 September 2016. The reduction in share of profits
attributable to non-controlling interests was due to acquisition of shares in Wineworld
Sweden, The Wineagency and Excellars AS.
10.3.2 Year ended 31 December 2015 compared with the year ended 31 December
2014
The table below sets out the Group’s financial information as of, and for the years ended
31 December 2015 and 2014.

(NOK millions)

2015

Year ended
31 December
2014
%

Sales
Other revenues
Total operating revenue
Net gain on sale of fixed assets
Total income
Cost of goods
Salaries and personnel expenses
Depreciation
Amortisation
Write downs
Other operating expenses
Other income and expenses
Share of profit from associated companies
Operating profit
Interest income
Other financial income
Total financial income
Interest expense
Other financial expense
Total financial expense
Net financial income (expense)
Profit before tax
Income tax expense
Profit for the period

2,365
105
2,471
0
2,471
(1,395)
(380)
(46)
(6)
(4)
(426)
(17)
5
202
10
22
31
(78)
(54)
(132)
(101)
102
(17)
84

2,208
124
2,332
0
2,332
(1,253)
(377)
(47)
(5)
0
(445)
6
9
221
16
14
30
(89)
(55)
(144)
(114)
107
(18)
90

7.1%
-14.8%
5.9%
0.0%
5.9%
11.3%
0.8%
-2.0%
11.2%
nm
4.2%
-381.2%
-49.8%
-8.3%
-38.6%
50.2%
3.2%
-12.9%
-0.9%
-8.3%
-11.4%
-5.0%
-1.1%
-5.7%

Total income
Sales increased by NOK 157 million, or 7.1%, from NOK 2,208 million for the year ended
31 December 2014 to NOK 2,365 million for the year ended 31 December 2015, primarily
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as a result of net sales growth within the Wine segment. The Wine segment realised
overall revenue growth of 14.5%, including the effect of the acquisition of Social Wines
Oy in Finland which was consolidated from April 2015. Wine segment revenue growth is
partly offset by revenue decline within the Spirits and Distribution segments of 5.3% and
7.9%, respectively, as further commented upon below.
Other revenue decreased by NOK 19 million, or 14.8%, from NOK 124 million for the
year ended 31 December 2014 to NOK 105 million for the year ended 31 December
2015. The reduction was primarily due to lower external Group Supply Chain revenue as
further commented upon below.
Total income for the Group increased by NOK 139 million, or 5.9%, from NOK 2,332
million for the year ended 31 December 2014 to NOK 2,471 million for the year ended 31
December 2015 primarily for the reasons described above.
The table below sets out total income by segment, and total for the Group for the years
ended 31 December 2015 and 2014.
Year ended
31 December
(NOK millions)

2015

2014
% change

Wine
Spirits
Distribution
Other
Eliminations / reclassifications
Total

1,467
855
250
179
-280
2,471

1,281
903
271
179
-303
2,332

14.5%
-5.3%
-7.9%
-0.1%
-7.6%
5.9%

Group revenue eliminations and reclassifications fell by NOK 23 million from negative
NOK 303 million for the year ended 31 December 2014 to negative NOK 280 million for
the year ended 31 December 2015 due to the high level of internal revenue within Group
Supply Chain in 2014 as further described below.
Segment revenue splits by country for wine and spirits, and category split for spirits, for
the years 2013 to 2015 have been compiled for this prospectus by the Company based
on historical internal accounting information in the Group with some approximations. The
Group has implemented a new accounting system from 2016 enabling accurate reporting
of also these splits.
The table below sets out revenue by country and total for the business segment Wine for
the years ended 31 December 2015 and 2014.
Year ended
31 December
(NOK millions)

2015

2014
% change

Norway
Sweden
Finland
Other
Total Wine segment revenue

449
878
138
2
1,467

454
797
28
2
1,281

-1.1%
10.0%
395.0%
n.m
14.5%

Business segment Wine increased its revenue by 14.5%, from NOK 1,281 million for the
year ended 31 December 2014 to NOK 1,467 million for the year ended 31 December
2015. Revenue in the Swedish market grew by 10.0% from NOK 797 million to NOK 878
million on the back of a strong market and business performance, including the effect of
new agencies won. The segment’s revenue in Norway declined 1.1%, as a result of the
overall market being affected by an increase in the tax-free quota implemented in June
2014 (see Section 6.2.5 “DFTR Segment”). Revenue in the Finnish market grew from
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NOK 28 million in 2014 to NOK 138 million in 2015, with the consolidation of Social
Wines Oy from April 2015 contributing with NOK 110 million of the revenue increase.
Excluding Social Wines Oy, segment revenue grew by 5.9% from the year ended 31
December 2014 to the year ended 31 December 2015. Other comprise minor internal
items not allocated to countries.
The Wine segment has historically reported certain marketing related contributions for its
suppliers as part of segment revenue for Sweden. Going forward the Group plans to
report these items as cost reductions and not part of revenue. The relevant amounts and
the revenue adjusted for these items are shown below.
Year ended
31 December
(NOK millions)

2015

2014

Unaudited

Unaudited

Sale revenue
Marketing contribution
Sweden wine revenue adjusted

878
18
860

% Change

797
12
785

10.0%
44.7%
9.5%

The tables below set out revenue by country, main category and total for the business
segment spirits for the years ended 31 December 2015 and 2014.
Year ended
31 December
(NOK millions)

2015

2014

Unaudited

Unaudited

Norway
Sweden
Finland
Denmark
Germany
DFTR and international
Sum Spirits sale revenue
Other / unallocated
Group Supply Chain
Other incl. bulk sales – Denmark
Total Spirits segment revenue

302
104
34
126
55
91
712
2
120
21
855

% change

324
95
30
121
53
97
720
5
136
42
903

-6.8%
9.5%
13.3%
4.1%
3.8%
-6.2%
-1.1%
n.m.
-11.4%
-50.5%
-5.2%

Year ended
31 December
(NOK millions)
Aquavit
Bitter
Other spirits categories
Sum Spirits sale revenue
Other / unallocated
Group Supply Chain
Other incl. bulk sales – Denmark
Total Spirits segment revenue

2015

2014

Unaudited

Unaudited

355
76
281
712
2
120
21
855

% change

355
73
292
720
5
136
42
903

0.0%
4.1%
-3.8%
-1.1%
n.m.
-11.4%
-50.5%
-5.2%

Business segment spirits realised negative revenue growth of 5.2% from NOK 903 million
for the year ended 31 December 2014 to NOK 855 million for the year ended 31
December 2015, primarily due to a decline in revenue within GSC and other items
including bulk sales as further commented below.
Spirits sale revenue was marginally down to NOK 712 million for the year ended 31
December 2015 compared to NOK 720 million for the year ended 31 December 2014 as
further commented upon below.
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In the Norwegian market, spirits sale revenue fell by 6.8% from NOK 324 million in the
year ended 31 December 2014 to NOK 302 million in the year ended 31 December 2015.
The reduction was due to continued decline in revenue in several categories. However, as
commented above, the Group has experienced positive development in the market since
the second half of 2015, especially with aquavit category growth and increased category
share. The negative development in the Norwegian market was offset by strong
development in the segment’s other home markets. Across the Nordic area spirits sale
revenue growth was 9.5% in Sweden, 4.1% in Denmark and 13.3% in Finland, and in
Germany 3.8%. The growth across these markets was partly affected positively by the
weakening NOK in the period. Revenue in the Spirit segment’s other markets, which
mainly comprise the DFTR segment and the US, fell by 6.2% primarily due to the
remaining full year effect of the discontinuation of Vikingfjord Vodka sales in the US
market.
Spirits segment other and unallocated revenue amounted to NOK 2 million for the year
ended 31 December 2015, down from NOK 5m for the year ended 31 December 2014.
These items comprise non-allocated items including sale of pallets.
Group Supply Chain revenue declined by NOK 15 million from NOK 136 million for the
year ended 31 December 2014 to NOK 120 million for the year ended 31 December 2015
due to the scheduled production stop at the Gjelleråsen facility in relation to the move of
production from the Aalborg facility to Gjelleråsen completed in June 2015.
Bulk sales and repurchase of spirits after bottling was discontinued in relation to the
close down of the production in Aalborg in June 2015, explaining the reduction in revenue
in other items.
Distribution business segment revenue decreased by 7.9%, from NOK 271 million for the
year ended 31 December 2014 to NOK 250 million for the year ended 31 December
2015, driven primarily by reduced volumes. Volumes were affected primarily by the
Group terminating a distribution agreement with a sizeable customer that historically had
provided a negative contribution margin for the segment.
Cost of goods
Cost of goods increased by NOK 141 million, or 11.3%, from NOK 1,253 million for the
year ended 31 December 2014 to NOK 1,395 million for the year ended 31 December
2015. The development in cost of goods was primarily driven by revenue growth and
adverse FX development with a continued weakening of the NOK and SEK vs the EUR.
The table below sets out cost of goods by segment and total for the Group for the years
ended 31 December 2015 and 2014.
Year ended
31 December
(NOK millions)

2015

2014
% change

Wine
Spirits
Distribution
Other
Eliminations / reclassifications
Total

1,071
413
0
(90)
1,395

931
436
0
(113)
1,253

15.1%
-5.3%
0.0%
-21.0%
11.3%

Eliminations and reclassifications within cost of goods fell by NOK 23 million, from
negative NOK 113 million for the year ended 31 December 2014 to negative NOK 90
million for the year ended 31 December 2015. The reduction was mainly a result of the
reduced internal revenue as noted above.
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Gross profit
Gross profit decreased by NOK 3 million, from NOK 1,079 million for the year ended 31
December 2014 to NOK 1,076 million for the year ended 31 December 2015, or negative
0.3%, primarily due to reduced spirits sales and the scheduled production stop at
Gjelleråsen (and other reasons described above). Gross margin decreased from 46.3%
for the year ended 31 December 2014 to 43.6% for the year ended 31 December 2015,
primarily due to the relative growth of Wine at the expense of spirits.
The table below sets out gross profit and gross margin by segment and total for the
Group for the years ended 31 December 2015 and 2014.
Year ended
31 December
(NOK millions)

2015

2014
% change

Wine
% margin
Spirits
% margin
Distribution
% margin
Other
Eliminations / reclassifications
Total
% margin

395
26.9%
442
51.7%
250
100.0%
179
(190)
1,076
43.6%

350
27.3%
467
51.8%
271
100.0%
179
(189)
1,079
46.3%

12.8%
-5.4%
-7.9%
0.0%
0.5%
-0.3%

Group gross margin fell by 2.7 percentage points from 2014 to 2015 primarily due to
changes in the various segments' share of Group total income, with a higher share of
lower gross margin Wine segment revenue and reduced revenue within distribution.
While gross margin within the business segment spirits fell marginally, it was positively
affected by the reduction in Group Supply Chain revenue in 2015 as this part of the
segment has a low gross margin both on an absolute level and, in particular, relative to
spirits sale revenue. On the other hand, it was negatively affected by lower net sales per
litre aquavit in Norway (versus record levels of 2013 and 2014).
Group gross profit development from 2014 to 2015 is negatively affected by the
reduction in business segment distribution revenue due to the net reporting with 100%
gross margin.
Salaries and personnel cost
Salaries and personnel cost increased by NOK 3 million, or 0.8%, from NOK 377 million
for the year ended 31 December 2014 to NOK 380 million for the year ended 31
December 2015. Continued cost reductions within the business segment Distribution,
where salaries and personnel costs fell by NOK 15 million, or 10.7%, were offset by
increased costs mainly within the business segment Wine driven by the acquisition of
Social Wines Oy. Overall salaries and personnel costs increased by NOK 18 million within
Wine to NOK 84 million for the year ended 2015, of which Social Wines Oy contributed
with some NOK 8 million.
Depreciation, amortisation and write downs
Depreciation and amortisation charge was unchanged at NOK 51 million for the years
ended 31 December 2015 and 2014. In addition, the Company incurred a write down of
NOK 4 million for the year ended 31 December 2015 related to discontinued operations
at the closed-down facility in Aalborg, Denmark.
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Other operating expenses
Other operating expenses decreased by NOK 19 million, or a decrease of 4.2%, from
NOK 445 million for the year ended 31 December 2014 to NOK 426 million for the year
ended 31 December 2015. The table below sets out the Group’s other operating
expenses for the years ended 31 December 2015 and 2014.
Year ended
31 December
(NOK millions)

2015

2014
% change

Advertising and promotion
Logistics
Rental cost
Other
Other operating expenses

145
52
83
146
426

164
61
83
137
445

-11.3%
-13.8%
-0.3%
6.3%
-4.2%

Advertising and promotion costs decreased by NOK 19 million, or 11.3%, from NOK 164
million for the year ended 31 December 2014 to NOK 145 million for the year ended 31
December 2015. Approximately NOK 17 million of the reduction is related to high costs
incurred in 2014 related to the discontinuation of Vikingfjord Vodka sales in the US
market.
Logistics costs decreased by 9 million, or negative 13.8%, from NOK 61 million for the
year ended 31 December 2014 to NOK 52 million for the year ended 31 December,
primarily as a result of NOK 8 million reduced transportation costs within the business
area Distribution. The reduction was realised through efficiency improvements and as an
effect of the volume reduction from 2014 to 2015.
Rental costs were flat in the period, with a marginal reduction of 0.3% from the year
ended 31 December 2014 to the year ended 31 December 2015. The flat development,
despite rental cost at the Gjelleråsen facility increasing with NOK 1.5 million from NOK
71.5 million for 2014 to NOK 74.1 million for 2015, was due to the close-down of the
Aalborg facility and a small external distribution centre in Norway.
Other costs, comprising among other property maintenance costs, travel expenses and
other external services, including consultancy costs, increased by NOK 9 million from
NOK 137 million for the year ended 31 December 2014 to NOK 146 million for the year
ended 31 December 2015. The increase is driven primarily by relatively high external
consultancy costs incurred in 2015.
Other personnel adjustment and non-recurring items are further commented below as
the difference between Adjusted EBITDA and EBITDA.
Adjusted EBITDA, EBITDA and operating profit
Adjusted EBITDA (see Section 4.1.1 "Alternative performance measures" for definitions
of APMs) for the Group increased by NOK 8 million, or 3.0%, from NOK 266 million for
the year ended 31 December 2014 to NOK 274 million for the year ended 31 December
2015, primarily as a result of the factors described above.
Year ended
31 December
(NOK millions)
Adjusted EBITDA
Adj. EBITDA margin (%)
EBITDA
EBITDA margin (%)
Operating profit
Operating profit margin (%)
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2015

2014

Unaudited

Unaudited

274
11.1%
258
10.4%
202
8.2%

% change

266
11.4%
272
11.7%
221
9.5%

3.0%
-5.3%
-8.3%

The difference between adjusted EBITDA and EBITDA is comprised of certain
discontinued operations and non-recurring items. Main items for the year ended 31
December 2015 include extraordinary personnel costs for redundancies implemented in
relation to efficiency improvements, extraordinary costs and gains related to the
consolidation of production at Gjelleråsen and a provision made for a potential
environmental liability related to a divested property at Haslevangen, Oslo.
The table below sets out adjusted EBITDA, EBITDA and operating profit, with associated
margins, for the business segment Wine for the years ended 31 December 2015 and
2014.
Year ended
31 December
(NOK millions)

2015

2014

Unaudited

Unaudited

Adjusted EBITDA
Adj. EBITDA margin (%)
EBITDA
EBITDA margin (%)
Operating profit
Operating profit margin (%)

% change

198
13.5%
197
13.4%
196
13.4%

179
14.0%
180
14.1%
179
14.0%

10.1%
9.4%
9.2%

Business segment Wine increased its adjusted EBITDA by NOK 19 million, or 10.1%,
from NOK 179 million for the year ended 31 December 2014 to NOK 198 million for the
year ended 31 December 2015, primarily as a result of the solid revenue growth realised
as described above.
The table below sets out adjusted EBITDA, EBITDA and operating profit, with associated
margins for the business segment spirits for the years ended 31 December 2015 and
2014.
Year ended
31 December
(NOK millions)

2015

2014

Unaudited

Unaudited

Adjusted EBITDA
Adj. EBITDA margin (%)
EBITDA
EBITDA margin (%)
Operating profit
Operating profit margin (%)

113
13.2%
112
13.1%
85
10.0%

% change

142
15.7%
154
17.1%
129
14.2%

-20.4%
-27.3%
-33.6%

Business segment spirits decreased its adjusted EBITDA by NOK 29 million, or 20.4%,
from NOK 142 million for the year ended 31 December 2014 to NOK 113 million for the
year ended 31 December 2015.
The table below sets out adjusted EBITDA, EBITDA and operating profit, with associated
margins for the business segment Distribution for the years ended 31 December 2015
and 2014.
Year ended
31 December
(NOK millions)
Adjusted EBITDA
Adj. EBITDA margin (%)
EBITDA
EBITDA margin (%)
Operating profit
Operating profit margin (%)
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2015

2014

Unaudited

Unaudited

(16)
-6.3%
(19)
-7.7%
(33)
-13.2%

(35)
-12.7%
(37)
-13.7%
(52)
-19.0%

% change

-54.6%
-48.5%
-36.1%

Business segment Distribution reduced its adjusted EBITDA loss by NOK 19 million from
an adjusted EBITDA loss of NOK 35 million for the year ended 31 December 2014 to an
adjusted EBITDA loss of NOK 16 million for the year ended 31 December 2015, primarily
as a result of continued successful cost reductions and efficiency improvements as
described above.
Net financial expense
Net financial expense decreased by NOK 13 million from an expense of NOK 114 million
for the year ended 31 December 2014 to an expense of NOK 101 million for the year
ended 31 December 2015, primarily as a result of lower net interest costs due to a
reduction in interest rates and lower net interest bearing debt in the period.
The figures and comments above relate to financing of the Company during periods when
the Company has had funding through the Senior Facilities. Concurrently with the
Offering, the Company’s debt under the Senior Facilities will be refinanced and replaced
with the SEB Loan facilities, as further described in Section 10.6 “Financing”.
Year ended
31 December
(NOK millions)

2015

2014
% change

Interest income
Interest income between segments
Other financial income
Interest costs
Interest costs between segments
Other financial costs
Total

10
0
22
(78)
0
(54)
(101)

16
0
14
(89)
0
(55)
(114)

-38.6%
0.0%
50.2%
-12.9%
0.0%
-0.9%
-11.4%

Income tax expense
Income tax expense was a cost of NOK 17 million for the year ended 31 December 2015
compared to a cost of NOK 18 million for the year ended 31 December 2014. The
effective tax rate was 17% for the year ended 31 December 2015 and 16% for the year
ended 31 December 2014.
Profit for the period
For the reasons described above, the profit for the period decreased by NOK 6 million
from NOK 90 million for the year ended 31 December 2014 to NOK 84 million for the
year ended 31 December 2015.
The share of profits attributable to non-controlling interests fell from NOK 27 million for
the year ended 31 December 2014 to NOK 20 million for the year ended 31 December
2015, and the share attributable to parent company shareholders increased from NOK 63
million for the year ended 31 December 2014 to NOK 64 million for the year ended 31
December 2015. The reduction in share of profits attributable to non-controlling interests
was primarily due to acquisition of minority holdings in the period.
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10.3.3 Year ended 31 December 2014 compared with year ended 31 December 2013
The table below sets out the Group’s financial information as of, and for the years ended
31 December 2014 and 2013
Year ended
31 December
2014
2013

(NOK millions)

% change

Sales
Other revenues
Total operating revenue
Net gain on sale of fixed assets
Total income
Cost of goods
Salaries and personnel expenses
Depreciation
Amortisation
Write downs
Other operating expenses
Other income and expenses
Share of profit from associated companies
Operating profit
Interest income
Other financial income
Total financial income
Interest expense
Other financial expense
Total financial expense
Net financial income (expense)
Profit before tax
Income tax expense
Profit for the period

2,208
124
2,332
0
2,332
(1,253)
(377)
(47)
(5)
0
(445)
6
9
221
16
14
30
(89)
(55)
(144)
(114)
107
(18)
90

2,167
102
2,268
0
2,268
(1,134)
(410)
(46)
(5)
0
(467)
(9)
11
208
9
23
32
(90)
(116)
(207)
(175)
33
10
43

1.9%
21.7%
2.8%
0.0%
2.8%
10.6%
-8.1%
0.8%
0.0%
0.0%
-4.8%
nm
-15.5%
6.2%
76.6%
-36.9%
-4.4%
-0.9%
-53.0%
-30.3%
-35.0%
223.8%
-282.8%
109.9%

Total income
Sales increased by NOK 41 million, or 1.9%, from NOK 2,167 million for the year ended
31 December 2013 to NOK 2,208 million for the year ended 31 December 2014, primarily
as a result of revenue growth of 8.8% within the business segment Wine as further
described below.
Other revenues increased by NOK 22 million, or 21.7%, from NOK 102 million for the
year ended 31 December 2013 to NOK 124 million for the year ended 31 December
2014.
Total income for the Group increased by NOK 64 million, or 2.8%, from NOK 2,268
million for the year ended 31 December 2013 to NOK 2,332 million for the year ended 31
December 2014 for the reasons described above and outlined below.
The table below sets out total income by segment and total for Group for the years ended
31 December 2014 and 2013.
Year ended
31 December
(NOK millions)

2014

2013
% change

Wine
Spirits
Distribution
Other
Eliminations / reclassifications
Total
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1,281
903
271
179
(303)
2,332

1,177
887
287
178
(262)
2,268

8.8%
1.7%
-5.3%
0.4 %
15.8%
2.8%

Group revenue eliminations and reclassifications decreased by NOK 41 million from
negative NOK 262 million in the year ended 31 December 2013 to negative NOK 303
million in the year ended 31 December 2015 due to the high level of internal revenue
within Group Supply Chain in 2014 as further described below.
The table below sets out revenue by country and total for the business segment Wine for
the years ended 31 December 2015 and 2014.
Year ended
31 December
(NOK millions)

2014

2013
% change

Norway
Sweden
Finland
Eliminations / reclassifications
Total Wine segment revenue

454
797
28
2
1,281

401
750
25
1
1,177

13.2%
6.4%
12.4%
18.6%
8.8%

Business segment Wine increased its revenue by 8.8%, from NOK 1,177 million for the
year ended 31 December 2013 to NOK 1,281 million for the year ended 31 December
2014. The segment showed strong performance in both of its two largest markets, with
revenue growth of 13.2% to NOK 454 million in the Norwegian market and 6.4% growth
to NOK 797 million in the Swedish market. The strong growth was primarily driven by
new agency wins, in particular in Norway, and price increases implemented to
compensate for adverse FX developments as further commented upon below. Revenue in
the Finnish market grew with 12.4% to NOK 28 million for the year ended 31 December
2014 driven mainly by successful new agency wins during the year. The other items
comprise minor internal items not allocated to countries.
The Wine segment has historically reported certain marketing related contributions for its
suppliers as part of segment revenue for Sweden. Going forward the Group plans to
report these items as cost reductions and not part of revenue. The relevant amounts and
the revenue adjusted for these items are shown below.
Year ended
31 December
(NOK millions)

2014

2013

Unaudited

Unaudited

Sale revenue
Marketing contribution
Sweden wine revenue adjusted

797
12
785

% change

750
13
737

6.4%
-8.0%
6.6%

The tables below sets out revenue by country, main category and total for the business
segment spirits for the years ended 31 December 2014 and 2013.
Year ended
31 December
(NOK millions)
Norway
Sweden
Finland
Denmark
Germany
DFTR and international
Sum Spirits sale revenue
Other / unallocated
Group Supply Chain
Other incl. bulk sales – Denmark
Total Spirits segment revenue
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2014

2013

Unaudited

Unaudited

324
95
30
121
53
97
720
5
136
42
903

% change

344
88
28
119
48
121
748
2
92
46
887

-5.8%
8.0%
7.1%
1.8%
10.4%
-19.8%
-3.7%
n.m.
47.3%
-8.6%
1.7%

Year ended
31 December
(NOK millions)
Aquavit
Bitter
Other spirits categories
Sum Spirits sale revenue
Other / unallocated
Group Supply Chain
Other incl. bulk sales – Denmark
Total Spirits segment revenue

2014

2013

Unaudited

Unaudited

355
73
292
720
5
136
42
903

% change

353
67
328
748
2
92
46
887

0.6%
9.0%
-11.0%
-3.7%
n.m
47.3%
-8.6%
1.7%

Business segment spirits increased its revenue by 1.7%, from NOK 887 million for the
year ended 31 December 2013 to NOK 903 million for the year ended 31 December
2014.
Spirits sale revenue fell by NOK 37 million, or 3.7%, from NOK 748 million for the year
ended 31 December 2013 to NOK 720 million for the year ended 31 December 2014.
Spirits sale revenue in the Norwegian market fell by NOK 20 million, representing a
decrease of 5.8%, to NOK 324 million for the year ended 31 December 2014. The
negative development was due to decline in revenue in several categories including due
to competition within the grape spirits (cognac) category during the period. Revenue in
the Danish market increased by NOK 2 million, or 1.8%, to NOK 121 million for the year
ended 31 December 2014. The Group acquired the Danish brands that comprised, and
still comprise the main part of revenue in the Danish market, with effect from January
2013. Revenue in the Swedish and Finnish market grew by 8.0% and 7.1% to NOK 95
million and NOK 30 million, respectively. The growth was primarily driven by increased
sale of the Group’s Aquavit brands in the Swedish market, as well as growth of whisky
sales in Sweden and grape based spirits (cognac) in Finland.
Revenue in other markets fell by NOK 24 million, or 19.8%, to NOK 97 million for the
year ended 31 December 2014. The reduction was primarily due to a NOK 11 million
impact in the year of the discontinuation of Vikingfjord Vodka sales in the US market with
additional impacts of reduced sales in the DFTR segment of primarily grape based spirits.
Spirits segment other and unallocated revenue, amounted to NOK 5 million for the year
ended 31 December 2014 and NOK 2 million for the year ended 31 December 2013.
These items comprise non-allocated items including sale of pallets.
Group Supply Chain revenue increased by NOK 44 million from NOK 92 million for the
year ended 31 December 2013 to NOK 136 million for the year ended 31 December 2014
due to high production ahead of the planned production stop at the Gjelleråsen facility in
relation to the move of production from the Aalborg facility to Gjelleråsen completed in
June 2015.
Business segment Distribution revenue fell by 5.3%, from NOK 287 million for the year
ended 31 December 2013 to NOK 271 million for the year ended 31 December 2014,
driven primarily by loss in volumes.
Cost of goods
Cost of goods increased by NOK 119 million, or 10.6%, from NOK 1,134 million for the
year ended 31 December 2013 to NOK 1,253 million for the year ended 31 December
2014, primarily as a result of revenue growth and adverse FX effects as further
commented below.
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The table below sets out cost of goods by segment and total for the Group for the years
ended 31 December 2014 and 2013.
Year ended
31 December
(NOK millions)

2014

2013

Unaudited

Unaudited

Wine
Spirits
Distribution
Other
Eliminations / reclassifications
Total

931
436
0
(113)
1,253

% change

816
394
0
(77)
1,134

14.1%
10.5%
n.m.
47.1%
10.6%

Eliminations and reclassifications within cost of goods increased by NOK 36 million, from
negative NOK 77 million for the year ended 31 December 2013 to negative NOK 113
million for the year ended 31 December 2014. The increase was mainly due to a result of
the increased internal revenue as noted above.
Gross profit
Gross profit fell by NOK 56 million, or negative 4.9%, from NOK 1,135 million for the
year ended 31 December 2013 to NOK 1,079 million for the year ended 31 December
2014. Gross margin decreased from 50.0% for the year ended 31 December 2013 to
46.3% for the year ended 31 December 2014, primarily due to changes in segment mix
and adverse FX developments as further described below.
The table below sets out gross profit and gross margin by segment and total for the
Group for the years ended 31 December 2014 and 2013
Year ended
31 December
(NOK millions)
Wine
% margin
Spirits
% margin
Distribution
% margin
Other
Eliminations / reclassifications
Total
% margin

2014

2013

Unaudited

Unaudited

350
27.3%
467
51.8%
271
100.0%
179
(189)
1,079
46.3%

% change

361
30.7%
493
55.6%
287
100.0%
178
(184)
1,135
50.0%

-2.9%
-5.2%
-5.3%
0.6%
2.7%
-4.9%

A declining NOK and SEK vs. EUR, as further described in Section 10.2.6 "Impact
of
currency fluctuations”, had a significant negative effect on cost of goods and gross profit
and margins within the Wine segment in 2014 mainly due a time lag in the Wine
business’ adjustment in prices to customers. The lag was also partly due to the retail
monopoly pricing models (as described in Section 6.2.6 “Alcohol taxes and duties and
state retail monopoly price models”) resulting in a delay in the Group’s ability to adjust
its prices for changes in FX towards this main sales channel for the Group. The adverse
development in FX was partly mitigated through price negotiations with suppliers.
Within the spirits segment, gross margin fell from 55.6% for the year ended 31
December 2013 to 51.8% the year ended 31 December 2014 primarily as a result of
change in ‘business mix’, with Group Supply Chain revenues growing significantly while
external spirit revenue declined in the period. Group Supply Chain has a low gross
margin both on an absolute level and in particular relative to spirits sale revenue.
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Salaries and personnel cost
Salaries and personnel cost decreased by NOK 33 million, or 8.1%, from NOK 410 million
for the year ended 31 December 2013 to NOK 377 million for the year ended 31
December 2014. The reduction was primarily a result of significant cost reductions
carried out in the distribution segment where salaries and personnel costs fell by NOK 21
million or negative 12.8% through cost reduction- and efficiency programmes. The other
main contributor to reduced salaries and personnel costs was business segment spirits
with a reduction of NOK 7 million, or negative 6.2%, primarily due to effects of the
consolidation of production at Gjelleråsen and related efficiency improvements.
Depreciation, amortisation and write downs
Depreciation charge was unchanged at NOK 51 million for the year ended 31 December
2014 compared to the year ended 31 December 2013.
Other operating expenses
Other operating costs decreased by NOK 22 million, or 4.8%, from NOK 467 million for
the year ended 31 December 2013 to NOK 445 million for the year ended 31 December
2014, primarily as a result of a reduction in other external costs as further described
below.
The table below sets out the Group’s other operating expenses for the years ended 31
December 2014 and 2013.
Year ended
31 December
(NOK millions)

2014

2013
% change

Advertising and promotion
Logistics
Rental cost
Other
Other operating income

164
61
83
137
445

154
64
78
171
467

6.4%
-5.1%
5.8%
-19.6%
-4.8%

Advertising and promotion costs increased by NOK 10 million, or 6.4%, from NOK 154
million for the year ended 31 December 2013 to NOK 164 million for the year ended 31
December 2014, primarily as a result of high spending on campaigns related to the
discontinuation of Vikingfjord Vodka sales in the US market.
Logistics related costs fell by NOK 3 million, or 5.1%, from NOK 64 million for the year
ended 31 December 2013 to NOK 61 million for the year ended 31 December 2014
reflecting reduced activity and efficiency improvements within the Distribution business
segment as described above.
Rental costs increased by NOK 5 million, or 5.8%, from NOK 78 million for the year
ended 31 December 2013 to NOK 83 million for the year ended 31 December 2014.
Other costs, comprising among other property maintenance costs, travel expenses and
other external services, including consultancy and hired personnel costs, fell by NOK 34
million, or 19.6%, from NOK 171 million for the year ended 31 December 2013 to NOK
137 million for the year ended 31 December 2014. The development is affected by
primarily by relatively high external consultancy and hired personnel costs in 2013.
Other personnel adjustment and non-recurring items are further commented below as
the difference between Adjusted EBITDA and EBITDA.
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Adjusted EBITDA, EBITDA and operating profit
Adjusted EBITDA (see Section 4.1.1 "Alternative performance measures" for definitions
of APMs) for the Group decreased by NOK 2 million, or 0.6%, from NOK 268 million for
the year ended 31 December 2013 to NOK 266 million for the year ended 31 December
2014, primarily as a result of the factors described above, including adverse FX
developments affecting in particular the wine segment.
The table below sets out the Group’s EBITDA, EBITDA margin, operating profit and
associated margins for the years ended 31 December 2014 and 2013.
Year ended
31 December
(NOK millions)

2014

2013

Unaudited

Unaudited

Adjusted EBITDA
Adj. EBITDA margin (%)
EBITDA
EBITDA margin (%)
Operating profit
Operating profit margin

266
11.4%
272
11.7%
221
9.5%

% change

268
11.8%
259
11.4%
208
9.2%

-0.6%
5.1%
6.2%

The difference between adjusted EBITDA and EBITDA is comprised of discontinued
operations and non-recurring items. Main items for the year ended 31 December 2014
are positive effects related to a change in cost of goods calculations and costs related to
the discontinuation of Vikingfjord vodka sales in the US. Items in 2013 are mainly related
to the acquisition of the Danish brands that year.
The table below sets out EBITDA, EBITDA margin, operating profit and associated
margins for the business segment Wine for the years ended 31 December 2014 and 2013
Year ended
31 December
(NOK millions)

2014

2013

Unaudited

Unaudited

Adjusted EBITDA
Adj. EBITDA margin (%)
EBITDA
EBITDA margin (%)
Operating profit
Operating profit margin (%)

179
14.0%
180
14.1%
179
14.0%

% change

196
16.6%
193
16.4%
192
16.3%

-8. 3%
-6.5%
-6.5%

Business segment Wine decreased its adjusted EBITDA by NOK 16 million, or 8.3%, from
NOK 196 million for the year ended 31 December 2013 to NOK 179 million for the year
ended 31 December 2014, primarily as a result of adverse FX movements affecting gross
profit and margins as commented above.
The table below sets out EBITDA, EBITDA margin, operating profit and associated
margins for the business segment spirits for years ended 31 December 2014 and 2013.
Year ended
31 December
(NOK millions)
Adjusted EBITDA
Adj. EBITDA margin (%)
EBITDA
EBITDA margin (%)
Operating profit
Operating profit margin (%)

142

2014

2013

Unaudited

Unaudited

142
15.7%
154
17.1%
129
14.2%

% change

166
18.7%
164
18.5%
136
15.4%

-14.6%
-5.8%
-5.8%

Business segment spirits decreased its adjusted EBITDA by NOK 24 million, or negative
14.6%, from NOK 166 million for the year ended 31 December 2013 to NOK 142 million
for the year ended 31 December 2014, primarily as a result of reduced gross profit as
described above.
The table below sets out EBITDA, EBITDA margin, operating profit and associated
margins for the business segment Distribution for years ended 31 December 2014 and
2013.
Year ended
31 December
(NOK millions)
Adjusted EBITDA
Adj. EBITDA margin (%)
EBITDA
EBITDA margin (%)
Operating profit
Operating profit margin (%)

2014

2013

Unaudited

Unaudited

(35)
-12.7%
(37)
-13.7%
(52)
-19.0%

(63)
-22.0%
(69)
-24.0%
(82)
-28.6%

% change

-45.2%
-46.0%
-37.2%

Business segment Distribution reduced its adjusted EBITDA loss by NOK 28 million from
a negative NOK 63 million in the year ended 31 December 2013 to a negative NOK 35
million for the year ended 31 December 2014, primarily as a result of successful cost
reductions and efficiency improvements as commented above.
Net financial expense
Net financial expense increased by NOK 61 million from an expense of NOK 175 million
for the year ended 31 December 2013 to an expense of NOK 114 million for the year
ended 31 December 2014, primarily as a result of lower FX losses in 2014 compared to
2013.
The figures and comments above relate to financing of the Company during periods when
the Company has had funding through the Senior Facilities. Concurrently with the
Offering, the Company’s debt under the Senior Facilities will be refinanced and replaced
with the SEB Loan facilities, as further described in Section 10.6 “Financing”.
Year ended
31 December
(NOK millions)

2014

2013
% change

Interest income
Interest income between segments
Other financial income
Interest costs
Interest costs between segments
Other financial costs
Total

16
0
14
(89)
0
(55)
(114)

9
0
23
(90)
0
(116)
(175)

76.6%
nm
-36.9%
-0.9%
nm
-53.0%
-35.0%

Income tax expense
Income tax expense increased by NOK 27 million, from a net positive item of NOK 10
million for the year ended 31 December 2013 to a cost of NOK 18 million for the year
ended 31 December 2014, primarily as a result of the significant increase in operating
profit and reduction in negative net financial profit from 2013 to 2014 as noted above.
The effective tax rate was 16% for the year ended 31 December 2014 compared to
negative 29% for the year ended 31 December 2013. The negative tax rate in 2013 was
primarily due to non-taxable gains in the year.
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Profit for the period
For the reasons described above, the profit for the period increased by NOK 47 million
from NOK 43 million for the year ended 31 December 2013 to NOK 90 million for the
year ended 31 December 2014.
The share of profits attributable to non-controlling interests fell from NOK 28 million for
the year ended 31 December 2013 to NOK 27 million for the year ended 31 December
2014, and the share attributable to parent company shareholders increased from NOK 15
million for the year ended 31 December 2013 to NOK 63 million for the year ended 31
December 2014. The increase in the amount and share of profit for the period
attributable to parent company shareholders was significantly influenced by reduced
losses in the Distribution business segment.
10.4

Liquidity

10.4.1 Sources and uses of cash
The Group’s liquidity requirements arise primarily from the requirement to fund operating
expenses, working capital requirements, including handling seasonality, for capital
expenditures and to service financial indebtedness. As of 30 September 2016, the
Group’s principal sources of liquidity consisted of cash generated from operating activities
and the Senior Facilities, as further described in Section 10.6 Financing.
Concurrently with the Offering, the Company will refinance the Senior Facilities with the
SEB Loan facilities. See Section 10.6 Financing.
The Group’s ability to generate cash from operations depends on its future operating
performance, which is, in turn, dependent, to some extent, on general economic,
financial, competitive, market regulatory and other facts, many of which are beyond the
Group’s control, as well as other facts described in Section 2 “Risk Factors.”
The Group primarily finances its operations and working capital needs with cash
generated from operations, as well as with amounts available under its credit facilities.
The Group intends to finance future planned capital expenditures from operating cash
flows. See Sections 10.4.2 “Cash flows” and 10.5 “Historical investments” for a
description of the Group’s cash flow statement, capital expenditure activities and use of
cash.
Management believes that the Group's operating cash flows and borrowing capacity will
be sufficient to meet its requirements and commitments for the foreseeable future. For
additional information regarding the Group’s liquidity and capital resources, please see
the notes to the Company’s Annual Financial Statements, incorporated by reference to
this Prospectus.
At the date of this Prospectus, the Group has approximately NOK 123 million available in
cash and cash equivalents. In addition, Vingruppen i Norden has approximately NOK 100
million in available capital. Note that the liquidity available through Vingruppen i Norden
is not as liquid as other available liquidity in the short-term. In total the Group has
available liquidity of NOK 223 million.

144

10.4.2 Cash flows
The following table sets out financial information extracted from the cash flow statement
relating to the Group for the nine months ended 30 September 2016 and 2015 and the
years ended 31 December 2015, 2014 and 2013. See Section 10.5 “Historical
investments” for a description of the Group’s capital expenditure activities.

(NOK millions)

Nine months ended
30 September
2016
2015
Unaudited

Cash and cash equivalents
at the beginning of the
period
Net cash flow from
operational activities
Net cash flow from investing
activities
Net cash flow from financing
activities
Effect of exchange rate
changes on cash and cash
equivalents
Net change in cash and
cash equivalents
Cash and cash equivalents
at the end of the period

Year ended
31 December
2014

2015

2013

Unaudited

190

175

175

148

364

2

35

273

219

(61)

(41)

(82)

(91)

(30)

(534)

(202)

(120)

(183)

(179)

350

(18)

10

17

17

29

(259)

156

15

27

(215)

(69)

19

190

175
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Cash flows from operating activities. The following table provides a breakdown of the
cash flow statement for cash provided by operating activities for the nine months ended
30 September 2016 and 2015 and the years ended 31 December 2015, 2014 and 2013.

(NOK millions)

Nine months ended
30 September
2016
2015
Unaudited

Cash flow from operations
Profit before income taxes
Adjusted for:
Depreciation
Share of profit from associated companies and
jointly controlled entities
Dividends from associates
Tax payable
Additions for interest costs in the period
Subtractions for interest income in the period
Pension costs without cash effect
Interest costs without cash effect
Value changes without cash effect
Loss/gain on sale of shares/fixed assets
Other financial items without cash effect
Unrealised agio
Change in inventories
Change in accounts receivable
Change in accounts payable
Change in other current assets
Net cash flow from operational activities

(8)

Year ended
31 December
2015
2014

2013

Unaudited

(19)

102

107

33

39

41

56

51

51

(1)

(1)

(5)

(9)

(11)

3
(47)
56
(5)
0
0
81
(1)
5
(17)
(37)
444
(509)

4
(44)
58
(7)
2
1
5
(12)
5
32
(21)
563
(573)

2

35

5
(51)
77
(10)
1
1
(18)
(16)
10
33
23
40
(32)
57
273

6
(89)
87
(16)
3
2
1
(0)
9
4
(78)
68
72
1
219

2
(62)
84
(9)
(1)
3
(11)
(14)
8
69
(36)
(201)
42
(9)
(61)

Net cash provided from operating activities was NOK 2 million for the nine months ended
30 September 2016, compared with NOK 35 million for the nine months ended 30
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September 2015. The decrease in net cash provided from operating activities was
primarily due to lower contribution from increased factoring.
Net cash generated from operating activities was NOK 273 million for the year ended 31
December 2015, compared with NOK 219 million for the year ended 31 December 2014.
Of the NOK 273 million of cash generated from operating activities for the year ended 31
December 2015, NOK 102 million was due to profit before income tax (NOK 169 million
before net financial profit) and NOK 63 million from the combined effect of reductions in
inventory (NOK 23 million) and accounts receivable (NOK 40 million), after increased
factoring debt of NOK 162 million , please see Section 10.6 "Financing", partly offset by
negative cash flow of NOK 32 million due to a decrease in accounts payable. Taxes paid
for the year amounted to NOK 51 million.
Of the NOK 219 million of cash generated from operating activities for the year ended 31
December 2014, NOK 107 million was due to profit before income tax (NOK 178 million
before net financial profit), NOK 72 million from an increase in accounts payable and NOK
68 million due to a reduction in accounts receivable, partly offset by a negative cash flow
of NOK 78 million due to an increase in inventory. Taxes paid for the year amounted to
NOK 89 million.
Net cash used by operating activities was NOK 61 million for the year ended 31
December 2013. The main driver of the negative operating cash flow in the year was a
negative cash flow of NOK 201 million due to an increase in accounts receivable and NOK
36 million due to an increase in inventory, partly offset by profit before income taxes of
NOK 33 million (NOK 108 million before net financial profit) and NOK 42 million in cash
flow from an increase in accounts payable. Taxes paid for the year amounted to NOK 62
million.
The Company generally finances its working capital with cash generated from operations,
and also has access to amounts available under its current and new credit facilities
hereunder to manage seasonality in net working capital requirements. See Section 10.6
"Financing" for further details.
The following table shows the Company’s key working capital items as % of total
operating revenue for the years ending 31 December 2015, 2014 and 2013.

2015
% of total operating revenue
Inventory
Accounts receivable
Accounts payable
Alcohol taxes and VAT

(Unaudited)

15.7%
40.6%
(22.3%)
(35.6%)

Year ended
31 December
2014
(Unaudited)

17.0%
43.9%
(24.5%)
(35.6%)

2013
(Unaudited)

14.1%
48.1%
(22.0%)
(37.9%)

While the Group has limited net working capital, mainly due to longer credit periods for
payment of public taxes than credit days given to customers, individual working capital
items are relatively high. The Group's largest single working capital item is alcohol taxes
and VAT that the Group collects from its customers for payment to public authorities
The Group typically has relatively low net working capital at year-end due to the
significant seasonal Christmas sales resulting in low inventory levels and high alcohol
taxes payable at year-end.
Cash flow from investing activities. The following table sets out the details of the
cash flow statement for cash used by investing activities for the nine months ended 30
September 2016 and 2015 and the years ended 31 December 2015, 2014 and 2013.
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(NOK millions)

Cash flow from investments
Payments on acquisition of intangible fixed
assets
Proceeds from sales of tangible fixed assets
Payments on acquisition of tangible fixed
assets
Payments on acquisition of business
Net cash effect through sale of other business
Payments on loans to minority shareholders
Payments on acquisition of other financial
investments
Net cash flow from investment activities

Nine months ended
30 September
2016
2015
Unaudited
Unaudited
(35)

(10)

2015

(13)

Year ended
31 December
2014

(5)

2013

(4)

1

11

15

0

172

(7)

(54)

(66)

(25)

(20)

0
0
0

(35)
5
0

(35)
8
(0)

-

(681)
-

-

-

(41)

(82)

(91)

(30)

(2)
(534)

For the nine months ended 30 September 2015 net cash used by investing activities were
NOK 82 million mainly related to investments tied to the move from Aalborg to
Gjelleråsen. For the nine months ended 30 September 2016 net cash used by investing
activities were NOK 41 million mainly relating to the acquisition of Dworek, see Section
10.5 “Historical investments” for additional detail. Net cash used by investing activities
was NOK 91 million in 2015 up by NOK 61 million from NOK 30 million in 2014. The NOK
61 million increase in cash used for investment activities from 2014 to 2015 was mainly
due to investments in tangible and intangible assets, including investment in equipment
related to the move of production from Aalborg to Gjelleråsen, as further detailed in
Section 10.5 “Historical investments”, and the acquisition in 2015 of the Finnish
companies Social Wines Oy and Wineworld Finland Oy.
Cash used by investing activities was NOK 534 million for the year ended 31 December
2013 related primarily to the acquisition of the Danish brands as further commented in
Section 7.2 “Important events in the development of the Group’s business”. The
acquisition had a cash flow effect under investing activities of NOK 681 million in the
year. Related to the acquisition, the Group subsequently divested one of the brands
acquired, Brøndums, and a property included in the initial transaction.
Cash flow from financing activities. The following table sets out the details of the
cash flow statement for cash used / provided by financing activities for the nine months
ended 30 September 2016 and 2015 and the years ended 31 December 2015, 2014 and
2013.
(NOK millions)

Nine months ended
30 September
2016
2015
Unaudited

Cash flow from financing activities
Proceeds - incentive program
Payments - incentive program
Proceeds from new long-term interest-bearing
debt to credit institutions
Repayment of long-term interest-bearing debt
to credit institutions
Payments of interest rates in the period
Proceeds from interest in the period
Payments to minority shareholders
Payments of dividends/group contributions
Net cash flow from financing activities
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2015

Year ended
31 December
2014

2013

Unaudited

1
(3)

0
0

100

124

(122)

(112)

(56)
5
(99)
(28)
(202)

(58)
7
(62)
(19)
(120)

2
(3)

4
-

4
-

35

1,035

(150)

(98)

(581)

(77)
10
(71)
(19)
(183)

(87)
16
(27)
(22)
(179)

(84)
9
(33)
350

124

The figures above and the discussion below relate to financing activities of the Group
during periods when the Group has had funding through the Senior Facilities.
Concurrently with the Offering, the Group’s debt under the Senior Facilities will be
refinanced and replaced with the SEB Loan Facilities, as further described in Section 10.6
“Financing”.
Cash used by financing activities was NOK 202 million for the nine months ended 30
September 2016, compared with NOK 120 million for the nine months ended 30
September 2015.
Net cash used in financing activities was NOK 183 million for the year ended 31
December 2015, compared with NOK 179 million used for the year ended 31 December
2014 and NOK 350 million provided from financing activities in 2013.
The main contributors to cash flow relating to financing activities are repayment of
existing and proceeds from new borrowings and payment of interest on borrowings. In
2015, the Group had a net negative cash flow from repayment of borrowings of NOK 26
million, comprised of proceeds from new borrowings of NOK 124 million and repayment
of NOK 150 million. In addition, the Group had NOK 67 million in net interest costs,
comprised of NOK 77 million interest cost and NOK 10 million interest income. In 2014,
the Group incurred a net negative cash flow from new and repayment of borrowings of
NOK 63 million in addition to net NOK 71 million interest costs, comprised of NOK 87
million interest cost and NOK 16 million interest income. In 2013, the Group incurred a
net positive cash flow from new and repayment of borrowings of NOK 454 million related
to a refinancing that was carried out partly due to the acquisition of the Danish brands in
the year. In addition, the Group had NOK 75 million net interest costs in the year,
comprised of NOK 84 million interest cost and NOK 9 million interest income.
Cash flow from financing activities is also affected by payment related to acquisition of
minority stakes in subsidiaries, comprising NOK 71 million in 2015 up by NOK 43 million
from NOK 27 million in 2014. For the nine months ended 30 September 2016 payments
related to acquisition of minority shareholders amounted to negative NOK 99 million and
negative NOK 62 million for the nine months ended 30 September 2015.
Net change in cash and cash equivalents. The following table sets out the details of
the cash flow statement for net change in cash and cash equivalents for the nine months
ended 30 September 2016 and 2015 and the years ended 31 December 2015, 2014 and
2013.

(NOK millions)

Nine months ended
30 September
2016
2015
Unaudited

Cash and cash equivalents at the
beginning of the period
Cash and cash equivalents at the end
of the period
Net change in cash and cash
equivalents

2015

Year ended
31 December
2014

2013

Unaudited

190

175

175

148

364

(69)

19

190

175

148

156

15

27

(215)

(259)

Net change in cash and cash equivalents was negative NOK 259 million for the nine
months ended 30 September 2016, compared with NOK 156 million for the nine months
ended 30 September 2014. The reason for the large net change in cash and cash
equivalents for the nine months ended 30 September 2016 mainly relates to servicing of
debt and acquisition of minorities.
Net change in cash and cash equivalents was NOK 15 million for the year ended 31
December 2015, compared with NOK 27 million for the year ended 31 December 2014
and negative NOK 215 million for the year ended 31 December 2013. The negative
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change in 2013 was primarily driven by net movements in working capital and
investments as described above.
10.5

Historical investments

The Group’s historical investments for the nine months ended 30 September 2016 and
2015 and the years ended 31 December 2015, 2014 and 2013 are shown below. The
investments are split into maintenance capital expenditure, expansion capital expenditure
and investment in acquisition of spirits and wine businesses, all as further defined by the
Company and as detailed below.
Nine months ended

Year ended

30 September
(NOK millions)
Maintenance capital expenditure

31 December

2016

2015

Unaudited

Unaudited

2015

2014

2013

Unaudited

Unaudited

Unaudited

4

9

17

15

19

4
7
11

Acquisition of trademarks
Acquisition of other intangibles (software)
Investments related to move of production
Other capital expenditure items
Total expansion capital expenditure

32
3
2

4
6
45

4
6
52

38

55

62

9
7
16

Total capital expenditure

42

63

79

31

30

0

35

37

0

681

42

98

116

31

711

Investments in acquisition of businesses
Total historical investments

Principal investments defined by the Company as maintenance capital expenditure
comprise investment in among other production equipment, IT systems and other capital
goods for maintenance and upkeep of current production, bottling, storage and
distribution capacities. Maintenance capital expenditure has remained at a low level
during the period, at an average of approximately NOK 17 million per year for the years
ended 31 December 2013, 2014 and 2015. For the nine months ended 30 September
2016, maintenance capital expenditure was NOK 4 million compared to NOK 9 million for
the nine months ended 30 September 2015. The relatively low level reflects the new and
modern facility at Gjelleråsen as further described in Section 7.16.1 “Properties, plant
and equipment”. The Company’s maintenance capital expenditures were NOK 19 million,
NOK 15 million and NOK 17 million for the years 2013, 2014 and 2015 respectively.
Investments defined by the Company as expansion capital expenditure items include
NOK 11 million in the year ended 31 December 2013, NOK 16 million in the year ended
31 December 2014 and NOK 62 million in the year ended 31 December 2015. These
capital expenditure amounts relate mainly to investments in additional tank capacity and
equipment at Gjelleråsen in relation to moving operations from Aalborg to Gjelleråsen.
Other investments defined as capital expenditure items over the period comprise mainly
IT investments in 2013 and 2014 and new production equipment in 2015.
Principal investments defined by the Company as expansion capital expenditures for the
nine months ended 30 September 2016 totalled NOK 38 million, mostly relating to the
acquisition of the trademark Dworek. For the nine months ended 30 September 2015
expansion capital expenditures totalled NOK 55 million, mainly relating to the Aalborg
move as commented above.
The investment in the acquisition of businesses in 2013 relates to the acquisition of The
Danish Distillers (De Danske Spritfabrikker) for approximately net NOK 681 million,
including NOK 111 million in cash on balance, through the acquisition of 100 per cent of
the shares in Pernod Ricard Denmark A/S and Pernod Ricard Deutschland GmbH. The
acquisition was completed 4 January 2013. Through this acquisition, the Company gained
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ownership of the rights to the following brands; Aalborg, Brøndums, Malteserkreutz and
Gammel Dansk (as well as a to production facility in Aalborg). On 4 January 2013 Pernod
Ricard Denmark A/S changed its name to Arcus Denmark A/S and Pernod Ricard
Deutschland GmbH changed its name to Arcus Deutschland GmbH.
The investment in the acquisition of businesses in 2015 mainly relates to the acquisition
of Social Wines Oy and Wineworld Finland Oy by Vingruppen i Norden AB for SEK 37
million. This is Fondberger’s former wine operation in Finland. This acquisition was
implemented for accounting purposes in the Company’s financial reporting as from 1 April
2015. In addition, the Company invested in total NOK 1.6 million in the establishment of
three new wine subsidiaries, including Heyday Wines AS in 2015.
Management estimates that over the medium-term the Group’s maintenance capital
expenditure requirements will be in the level of NOK 20 million per year, which is
expected to be financed through cash flow from the Group’s operations. Changes in
markets including consumer trends resulting in potential changes in product packaging
may require relatively moderate additional investments in new bottling lines.
At the date of this Prospectus, the Group has committed and board approved capital
expenditures for 2016 of approximately NOK 7.8 million. Approximately NOK 2.5 million
of these are incurred as of 30 September 2016, thus an additional approximately NOK 5
million will be incurred by the end of 2016. Further, there are board approved projects of
approximately NOK 3.7 million, but capital has not yet been sought out for these
projects. These projects might not be completed within the current year. The main
capital expenditure items included in these amounts relate to 500 sherry casks for
storage of aquavits (NOK 2.7 million), a technical upgrade of the Group’s SAP system
(NOK 2.3 million) and development of a new website (NOK 1.0 millions). Future
investments on which the Board of directors and Management have made firm
commitments will be financed with cash flow from the Group’s operations.
As of 30th September 2016 the Group has goodwill of NOK 1,006 million related mostly to
acquisitions within the spirits segments in Denmark and Norway, in addition, to the
acquisitions of Vingruppen i Norden AB, Social Wines Oy and Excellars AS. In the table
below an overview of goodwill and the related acquisition is presented. Please see
Section 10.9.1 "Estimated impairment of goodwill and trademarks" for amortisation
policies.

As at
30 September

(NOK millions)
Acquisitions
Vingruppen AB
Fondberg Oy
Arcus Denmark A/S
Excellars AS
Arcus Gruppen konsern
Sum

10.6

Year of acquisition
2006
2015
2013
2011
2005

2016
91
24
373
138
380
1,006

Financing

10.6.1 Financing arrangements in place before the Offering
The Group’s current financing arrangements includes a (i) NOK 1,650,000,000
multicurrency term and revolving credit facilities for the Group entered into between the
Company as borrower and guarantor and Skandinaviska Enskilda Banken AB (publ)
(“SEB”) as lender originally dated 17 September 2012, as amended and restated on 14
May 2014 and as amended thereafter, (ii) a NOK 77,000,000 credit facility agreement for
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the Group entered into between the Company as borrower and SEB as lender dated 14
May 2014 (as amended thereafter), (iii) a SEK 37,585,555 credit facility agreement for
the Group entered into between the Company as borrower and SEB as lender dated 25
March 2015 (as amended thereafter), (iv) a NOK 65,000,000 credit facility agreement for
the Group entered into between the Company as borrower and SEB as lender dated 25
March 2015 (as amended thereafter), and (v) a NOK 100,000,000 credit facility
agreement for the Group entered into between the Company as borrower and SEB as
lender dated 14 March 2016 (as amended thereafter) (Combined the "Senior
Facilities").
The Senior Facilities will be replaced with the SEB Loan Facilities (as defined below) upon
Listing.
The Senior Facilities also contain customary events of default provisions (subject in
certain cases to agreed grace periods, financial thresholds and other qualifications)
including with respect to non-payment of amounts due under the Senior Facilities, breach
of the financial covenants or other undertakings, misrepresentation, cross default and
certain insolvency events.
Additionally, Arcus-Gruppen AS, Arcus AS and Vectura AS have entered into leasing
agreements with Nordea Finans Norge AS ("Nordea Finans") to lease equipment used at
the Gjelleråsen site, all of which took effect on 1 June 2012 (combined the "Lease
Agreements").
The Lease Agreements are secured by a registered pledge over the leased equipment and
guaranteed by the Company.
The Lease Agreements are subject to variable interest rates. The average interest rate
charged in 2015 was 3.25 per cent. Though, in principle, the Leasing Agreements have
been entered into with a 15-year repayment and interest profile (annuity), the terms of
the Leasing Agreements are for a shorter period of time. Remaining capitalised lease
liabilities will fall due in the course of the last 12 months of the agreed period. The
current agreed period ends on 31 December 2018. The Group and Nordea Finans are in
continuous dialogue concerning an extension of the Lease Agreements to a total maturity
profile of 15 years and it is expected that the parties will enter into new renegotiations on
the Leasing Agreements during 2017.
The following table sets out the Company's future commitments of lease payments under
the Lease Agreements:
As of 31 September 2016 (Lease payments including forecasted interest)

(NOK millions)

Due date
within one
year

Due date 25 years

Due date after
more than 5
years

Total

Machinery and equipment

22

191

0

213

Total

22

191

0

213

A factoring agreement with SEB has been entered into on 15 June 2015 (the "Factoring
Agreement"). Pursuant to the Factoring Agreement, SEB has granted Vectura a total
limit of NOK 250 million being the face amount of the receivables which SEB accepts to
buy from Vectura. The Factoring Agreement is secured by an assignment of receivables
in the amount of NOK 250 million registered with first priority in the central register for
movables. The Factoring Agreement may be terminated by both parties with immediate
effect. The Factoring Agreement will be refinanced under the SEB Loan Facilities by the
Revolving Facility. The SEB Loan Facilities does, however, allow for the Factoring
Agreement to be reactivated.
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The Company is not in breach of any of the financial covenants in the Senior Facilities.
As of 30 September 2016, the Group’s interest-bearing loans and borrowings were as
follows:

(NOK millions)

Type

Curr.

Interest
profile

SEB
SEB
SEB
SEB
SEB
Nordea

Secured
Secured
Secured
Secured
Secured
Fin. lease

NOK
NOK
SEK
SEK
NOK
NOK

Variable
Fixed
Variable
Fixed
Variable
Variable

Amount (NOK)
30-Sep-16
401
174
206
171
148
204

Sum debt
Activated fees

1,303
(13)

Book value debt

1,290

Interest coverage ratio
Net interest bearing debt to EBITDA

4.5x
3.6x

Net interest bearing debt is NOK 1,236 million and interest bearing debt is NOK 1,316
million, see Section 4.1.1. Adjusted EBITDA on last twelve month basis of NOK 340
million is calculated as FY15 adjusted EBITDA of NOK 274 million less EBITDA of NOK
118 for the nine months ended 30 September 2015 plus EBITDA of NOK 182 million as of
30 September 2016, see Section 10.3 and 10.4.
The maturity profile on the Group’s interest-bearing loans and borrowings were as follows
as of 30 September 2016:
(NOK millions)
SEB
SEB
Nordea
Sum debt

Type
Secured
Secured
Fin. Lease

Curr.
NOK
SEK
NOK

Maturity
2017
325
363
16
704

Maturity
2018
130
35
183
348

Maturity
2019+
-

10.6.2 New financing arrangements after the Offering
The Senior Facilities and the Factoring Agreement will be refinanced with the SEB Loan
Facilities (defined below) in connection with the Offering and Listing.
On 24 October 2016, the Company entered into a new SEK 750 million term loan, NOK
600 million revolving credit facility and NOK 50 million guarantee facility agreement with
SEB (the "SEB Loan Facilities").
The SEB Loan Facilities comprise:
i.
A SEK 750 million multicurrency term loan facility (the “Term Facility”) for
refinancing purposes. After the Offering the Group will have drawn NOK 750 million of
the Term Facility
ii.
A NOK 600 million multicurrency revolving credit facility (the “Revolving Facility”)
for refinancing, general corporate- and working capital purposes. After the Offering the
Group will have drawn NOK 203 million of the Revolving Facility assuming that the
Company raises gross proceeds through the issuance of the New Shares in the gross
amount of NOK 775 million. If the gross amount raised through the issuance of New
Shares is lower than NOK 775 million, the amount drawn under the Revolving Facility will
be accordingly higher.
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iii.
A NOK 50 million guarantee facility (the “Guarantee Facility”) with the purpose of
providing guarantees in favour of public authorities as security for collection of taxes and
for general corporate- and working capital purposes
Utilisation under the SEB Loan Facilities are subject to, amongst other evidence, that (i)
the Company's shares will be listed on Oslo Børs and (ii) the Company has raised net
proceeds of at least NOK 600,000,000 through the Offering.
The SEB Loan Facilities terminate on 24 October 2021, being five years from the date the
SEB Loan Facilities were entered into. The Term Facility is structured as a bullet loan,
without any scheduled amortisation before termination on the termination date.
The SEB Loan Facilities include a change of control provision pursuant to which, SEB will
(if, after a period of up to 30 days, negotiations between SEB and the Company
concerning the continuance of the facilities have failed) have the right to within 30 days
declare the total commitment cancelled and require promptly prepayment in full, if (i) the
Company ceases to be listed on Oslo Børs or (ii) any person or group of persons (other
than Ratos AB) acting in concert gains control of the Company (as further described in
the SEB Loan Facilities). The SEB Loan Facilities furthermore contain customary events of
default provisions (subject in certain cases to agreed grace periods, financial thresholds
and other qualifications) including with respect to non-payment of amounts due under
the SEB Loan Facilities, breach of the financial covenant or other undertakings,
misrepresentation, cross default, material adverse change and certain insolvency events.
The SEB Loan Facilities includes a financial covenant relating to the Company's leverage
ratio defined as net interest bearing debt divided by EBITDA (“Leverage Ratio”), which
provides that the Company's Leverage Ratio shall not exceed 4.50x (decreasing over
time to 3.75x from 1 October 2019).
The margin payable under the SEB Loan Facilities starts at 1.80% per annum and is
adjusted upwards or downwards based on the Leverage Ratio, which is measured
quarterly. The maximum margin is 2.10%. The total interest payable under the SEB Loan
Facilities is floating and is based on the margin plus the relevant interbank offering rate,
STIBOR for the Term Facility and NIBOR for the Revolving Facility. In addition, a
commitment fee of 35 per cent of the applicable margin applies to the Revolving Facility
and the Guarantee Facility.
The Company may repay the SEB Loan Facilities at an earlier date than the termination
date (24 October 2021) without any premium or penalty, except for break costs in the
event of prepayment in the middle of an interest period.
The SEB Loan Facilities is unsecured.
The maturity profile on the Group’s interest-bearing loans and borrowings after the
Listing will be as follows:

(NOK millions)
SEB
SEB

Maturity
2021

Facility
Revolving facility

Type

Curr.

Term facility

Unsecured

NOK

600

Unsecured

SEK

750

The interest profile on the Term Facility and Lease Agreement will be as set out below,
assuming that the interest rate is fixed at the current level:

(NOK millions)

Facility

Curr.

SEB

Term facility

SEK

Nordea

Fin. lease

NOK
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2016

2017

2018

2019

2020

2021

1

12

12

12

12

12

6

6

5

5

4

The Company has not made any estimation of interests on the Revolving Facility, as such
estimates must be based on several assumptions not currently known to the Company
related among other to the Company’s future cash flow. The Revolving Facility has an
interest rate equal to the Term Facility.
10.7

Contractual cash obligations and other commitments

10.7.1 Operating lease payments
The Group operates at leased properties including its production facility, warehouse and
headquarters at Gjelleråsen in Norway as further described in Section 7.16.1 “Properties,
plant and equipment”. The following table sets out the Group's future commitments of
lease payments under operating lease agreements as of 31 December 2015. The
payment of the Group’s lease obligations is expected to be financed with cash flow from
the Group’s operations.
(NOK millions)
Annual leasing costs
Due within 1 year
Due within 2-5 years
Due after 5 years
Total

Leased property

Cars

Other

Total

80
80
318
1,298
1,775

4
3
3

0
0

85
83
320
1,298
1,786

10

0

The lease related to the production facility, warehouse and headquarters at Gjelleråsen
was classified as an operational lease by the Company in 2009 according to criteria
defined by the IFRS. See Section 7.16.1 "Properties, plant and equipment" for more
details.
Production equipment leasing has been deemed as financial lease by the Company. The
decision is based on the Company’s view that Arcus will rent the equipment for its entire
production life, and thus assumes a significant part of the risk and return that is related
to ownership of the asset.
10.7.2 Other contractual cash obligations
The Group is part of shareholders’ agreements that include an obligation for the
Company to acquire minority stakes (the “Minority Options”) in two of its subsidiaries,
Vingruppen i Norden AB and Excellars AS that will be triggered in connection with the
Offering and Listing, see Section 9.9 "Consolidated statement of changes in equity" for
additional detail.
From 2005 to 2016 Arcus issued a number of synthetic shares and options to members
of its management and board as part of a co-investment programme (the “Synthetic
Shares and Synthetic Options”) as further described in Section 11.3.9 "Existing
synthetic share and option program". The participants invested own money at their own
risk to a fair market value, and participation was not linked to their employment or
engagement in the Group. Former employees and board members have thus retained
their ownership of Synthetic Shares and Synthetic Options. The sum is driven by the
number of participants, the length of the program and the value creation of the
company.
The Synthetic Shares and Synthetic Options will be settled in connection with the IPO.
The total estimated cost to Arcus of the Synthetic Shares and Options will depend on the
final Offer Price. It will be NOK 153.4 million at an Offer Price of NOK 42 per Offer Share,
being the mid-point of the Indicative Price Range, and NOK 130.4 million at an Offer
Price of NOK 39 per Offer Share and NOK 176.4 million at an Offer Price of NOK 45 per
Offer Share, being, respectively the low-end and high-end of the Indicative Price Range.
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The total estimated cost to Arcus is split between the CEO, current and former
Management, employees and Board Members as further shown below.
NOK

Number of
individuals

Maximum estimated Arcus cost
Low-end of
indicative price
range

Mid-point of indicative
price range

High-end of indicative
price range

Group
CEO
1
4,629,290
5,876,261
7,123,233
Other current
5
27,446,751
34,248,671
41,050,590
management
Other current
2
17,917,859
19,598,881
21,279,902
employees
Former
management,
employees
and board
9
80,397,427
93,685,043
106,972,659
members
Maximum
estimated
cost to
130,391,327*
153,408,856**
176,426,384***
Arcus
17
* In addition to gross proceeds of NOK 106, 966,220 to holders of synthetic options and shares the amount
comprise other related cost to Arcus.
**In addition to gross proceeds of NOK 124,602,370 to holders of synthetic options and shares the amount
comprise other related cost to Arcus.
*** In addition to gross proceeds of NOK 144,238,520 to holders of synthetic options and shares the amount
comprise other related cost to Arcus.

The acquisition of Minority Options and cash settlement of Synthetic Shares and
Synthetic Options will be financed with proceeds from the IPO. As set out in section
11.3.10 "New co-investment and share option program" a certain amount of the net gain
will be reinvested by the Management.
10.8

Financial risk management

The Group is exposed to various market risks, including currency exchange risk, interest
rate risk, liquidity risk and credit risk. For additional information related to these risks,
please see Note 4 to the Annual Financial Statements and Section 2 “Risk factors”. The
goal of the Group’s risk management programme is to minimise potential adverse
financial performance effects of these risks which result from unpredictable changes in
among other capital markets. The Group uses to a certain extent financial derivatives to
hedge against part of these financial risks.
The Group’s financial risk management programme is carried out by its central treasury
department, in co-operation with the various business segments, under policies approved
by the Board of Directors.
10.8.1 Currency exchange risks
The Group is exposed to currency risk based on its operations in local currencies across
several countries and as a significant portion of its purchases, in particular of wine, is
made from producer-/suppliers located outside the Nordic countries. Changes in
exchange ratios mainly create cash flow risk and translation risk. The Group aims to
partly reduce the effect of currency changes through natural hedging by matching of
purchasing of primarily wine in EUR with sale of goods in EUR, primarily in Finland,
Germany and a to a certain extent in Denmark.
The Group furthermore aims to compensate for changes in purchasing costs from
suppliers due to currency exchange rate changes through price adjustments towards
customers and through negotiations with its suppliers. The Group’s ability to change
prices towards customers is partly defined by the state retail monopolies’ price models as
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described in Section 6.2.6 “Alcohol taxes and duties and state retail monopoly price
models”.
The main currencies for purchasing of goods, other than NOK, are EUR (total purchasing
in 2015 of EUR 114 million), USD (total purchasing in 2015 of USD 11 million), SEK (total
purchasing in 2015 of SEK 54 million) and DKK (total purchasing in 2015 of DKK 31
million). The Group mainly purchases currency on a spot basis, but uses forward
contracts, with approximately 21% of EUR purchasing secured using such forwards
contracts in 2015. In addition, the Group is exposed to translation risk related to its
subsidiaries outside Norway having a different functional currency than NOK. See note 4
to the Annual Financial Statements for further information.
Parts of the Group’s long term debt is issued in SEK, this creates a natural cash flow
hedge against cash flow generated and dividends paid by its Swedish subsidiaries in SEK.
Following the IPO, this hedge will be lower than currently as the SEK 750 million term
loan will not have any scheduled amortisation, but only interest payments.
10.8.2 Interest rate risk
The Group’s interest rate risk mainly arises from financial activities (debt financing and
financial leasing) and placements (deposits). At the end of 2015 the Group held long
term debt financing from SEB and financial leasing from Nordea Finans. The Group policy
is to secure up to 50% of the interest rate as fixed, as of 31 December 2015 the fixed
part made up 42%. The spread in debt facilities with SEB depends on the ratio net
interest-bearing debt to EBITDA, whereas the spread with Nordea Finans Norge AS is
fixed.
The Group has partly secured the interest rate exposure under the Senior Facilities as
further detailed in note 4 to the Annual Financial Statements. The Senior Facilities will be
replaced with the SEB Loan Facilities in connection with the Offering and Listing. See
Section 10.6 “Financing". The interest rate risk is not hedged under the new financing
arrangements after the Offering.
The Group’s interest rate risk mainly arises from its non-current borrowings. The Group
has partly secured the interest rate exposure under the Senior Facilities as further
detailed in note 4 to the Annual Financial Statements. The Senior Facilities will be
replaced with the SEB Loan Facilities in connection with the Offering and Listing. See
Section 10.6 “Financing.
10.8.3 Liquidity risk
Liquidity risk is the risk that the Group is not able to meet its payment obligations when
due. The purpose of liquidity management is to ensure that the Group has sufficient cash
and cash equivalents to meet operational commitments and to maintain sufficient
flexibility to meet unused credit facility requirements without breaching financial
covenants. In addition, the Group wants to minimise surplus liquidity.
The Company’s funding policy is to fund all operations with cash flow from operating
activities. See Section 10.4 "Liquidity" and 10.5 "Historical investments" for further
details regarding the Group’s liquidity and capital resources.
The Group operates with solid cash flow from high and stable EBITDA margins, as well as
with relatively low net working capital and capital expenditures. The Senior Facilities
requires in principle that free cash flow is used for amortisation of interest bearing debt.
The SEB Loan Facilities will, as commented above, have low amortisation requirements,
thus freeing up cash flow for dividends, building liquidity reserves or reducing financial
gearing.
Variations in net working capital, and hence liquidity, are significant due to the Group’s
role as a tax collector, especially in Norway. This leads to seasonality in the net working
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capital, as further commented upon in Section 10.2.7 "Variations caused by seasonality".
The Group uses a revolving credit facility to handle these variations.
Cash positions in foreign subsidiaries are held in respective local currencies and are
transferred to the holding company on annual basis using dividends. The Group aim to
use natural hedges where possible and continuously balance foreign exchange accounts
to other financial positions.
10.8.4 Credit risks
The Group has limited exposure to credit risk as the majority of the Group’s sales
transactions are with the state retail monopolies in Norway, Sweden and Finland. The
remaining credit exposure is diversified based on the Group’s large number of smaller
customers within the HoReCa segments and a small number of distributors outside its
home markets.
10.9

Critical accounting policies and estimates

The Company’s significant accounting policies are summarised in the notes to the Annual
Financial Statements. Summarised below are those accounting policies that require the
Company to apply judgements which the Company believes to have the most significant
effect on the amounts recognised in the Annual Financial Statements as incorporated by
reference in this Prospectus in Section 18.2 "Incorporation by reference".
Future events and changes in operating parameters may make it necessary to change
estimates and assumptions. New interpretations of standards may result in changes in
the Principals chosen and presentation. Such changes will be recognised in the relevant
audited financial statements when new estimates are prepared and whenever new
requirements with regard to presentation are introduced.
10.9.1 Estimated impairment of goodwill and trademarks
The Group's goodwill is comprised of a number of elements which individually cannot be
quantified. The significant aspect of goodwill is the Group’s well-positioned business and
established reputation in its markets. In addition, the Group's skilled workforce and
market know-how are important elements of goodwill.
The Group’s main strategic trademarks in the Norwegian market include the aquavit
brands Løiten Linie, Lysholm Linie and Gammel Opland, and within other spirit categories
Vikingfjord Vodka and Braastad Cognac (Braastad brand owned by Tiffon S.A in which
the Arcus owns 34%). In Denmark, the main strategic trademarks include the aquavit
brand Aalborg and the bitter brand Gammel Dansk. In the Swedish market, the main
strategic trademark is the aquavit brand Snälleröds. In addition, the Group has recently
acquired the vodka trademark Dworek with a strong position in the Swedish and
Norwegian markets.
Goodwill and trademarks are indefinite-lived assets that the Company tests for
impairment annually. The recoverable amount of cash-generating units for goodwill is
based on the value-in-use calculation and the Group estimates five year cash flows from
relevant cash generating units that are discounted using an appropriate discount rate.
Impairment testing of trademarks is based on the “relief from royalty” method which is
based on expected royalty savings after advertising and promotion for each trademark.
The expected royalties are extrapolated for the next five years with an estimated growth
rate and estimated savings discounted using an appropriate discount rate.
These calculations require estimates.
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10.9.2 Fair value of contractual obligations
As described in Section 10.7 “Contractual cash obligations and other commitments”, the
Group has contractual obligations to acquire minority stakes in two of its subsidiaries and
has issued a number of synthetic shares and options. The calculation of fair value of
these requires the Company to make judgement on several parameters relating to inter
alia the results of the minority owned companies in question and the value of the
Company. These calculations require estimates.
10.10

Recent developments

Concurrently with the Offering, the Company will refinance the Senior Facilities with the
SEB Loan Facility. The utilisation under the Credit Facilities will be subject to closing of
the Offering, as further described in Section 10.6 “Financing”. As a result of the Offering
and the refinancing, the Company expects that the Group’s interest expense and
instalments on debt going forward will be significantly reduced compared to the periods
under review as further described in 10.6 “Financing”.
Other than the above, there have been no significant changes in the Company's financial
or trading position since 30 September 2016
10.10.1

Long-term Objectives

Corresponding with its strategy as set out in section 7.4 “Strategy”, the Company has a
number of long-term financial objectives. In terms of revenue, Arcus aims to generate
organic growth in the level of 3-5% per annum including minor bolt-on acquisitions.
Furthermore, the Company aims to grow the Group’s EBITDA with 6-9% per annum over
the next 3-5 years, with target EBITDA margins in the level of 17-20% for its spirits
segment, with a somewhat lower level for 2017 than expected realised in 2016, in the
level of 11-14% for the Wine segment and with a long term target for the Distribution
business of 5-7%. Margins may be affected short term by bolt-on acquisitions of
companies that typically have lower margins than Arcus. Group costs that are not
allocated to the business segments, are expected to be at the NOK 25-30m level per
annum.
Certain of the statements in the section above constitute forward-looking statements,
which are based on numerous assumptions and estimates which are subject to risks and
uncertainties outside of the Company’s control and which may cause such forwardlooking statements not to materialise. The long-term objectives set forth above are
goals, and not forecasts of future performance, and actual results could differ materially.
Please see Section 4.4 “Forward-looking statements” and Section 2 “Risk Factors.”
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11.

BOARD OF DIRECTORS, MANAGEMENT AND CORPORATE GOVERNANCE

11.1

Introduction

The General Meeting is the highest authority of the Company. All shareholders in the
Company are entitled to attend and vote at General Meetings of the Company and to
table draft resolutions for items to be included on the agenda for a General Meeting.
The overall management of the Company is vested in the Board of Directors and the
management. In accordance with Norwegian law, the Board of Directors is responsible
for, among other things, supervising the general and day-to-day management of the
Company’s business ensuring proper organisation, preparing plans and budgets for its
activities ensuring that the Company’s activities, accounts and assets management are
subject to adequate controls and undertaking investigations necessary to perform its
duties.
The management is responsible for the day-to-day management of the Company’s
operations in accordance with Norwegian law and instructions set out by the Board of
Directors. Among other responsibilities, the Company’s chief executive officer, (the
"CEO"), is responsible for keeping the Company’s accounts in accordance with applicable
law and for managing the Company’s assets in a responsible manner.
11.2

Board of directors

11.2.1 Overview
The Articles of Association provide that the Board of Directors shall consist of a minimum
of 3 and a maximum of 8 shareholder elected members. In addition Board Members are
elected by and among the employees in accordance with applicable company legislation.
As at the date of this Prospectus, the Company's Board of Directors consists of the
following:
Name of director

Director since

Current term expires

Michael Holm Johansen, chairman

24 August 2016

Annual General Meeting 2018

Leena Saarinen, board member

24 August 2016

Annual General Meeting 2018

Hanne Refsholt, board member

24 August 2016

Annual General Meeting 2018

Isabelle Ducellier, board member

24 August 2016

Annual General Meeting 2018

Eilif Due, board member

2010

Annual General Meeting 2018

Mikael Norlander, board member

2013

Annual General Meeting 2018

Trond Berger, board member

Effective first day if
Listing.

Annual General Meeting 2018

2014

30 June 2018

Kjell Arne Greni, board member (employee
elected)

2014

30 June 2018

Ingrid Elisabeth Skistad,
(employee elected)

24 October 2016

30 June 2018

Erik Hagen,
elected)
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board

member

board

(employee

member

Michael Holm Johansen, Leena Saarinen, Hanne Refsholt, Eilif Due and Mikael Norlander
are also current board members of the Company's subsidiary, Arcus-Gruppen AS,
positions which they have held for several years.
The Board of Directors satisfy the gender representation requirements in the Norwegian
Public Limited Liability Companies Act, with three shareholder elected female board
members, four shareholder elected male board members, one employee elected female
board member and two employee elected male board members.
The Board of Directors is in compliance with the independence requirements of the
Norwegian Code of Practice for Corporate Governance dated 30 October 2014 (the
"Corporate Governance Code"), meaning that (i) the majority of the shareholderelected members of the Board of Directors is independent of the Company’s executive
management and material business contacts, (ii) at least two of the shareholder-elected
members of the Board of Directors are independent of the Company’s main shareholders,
and (iii) no members of the Company’s executive management are on the Board of
Directors.
The Company's registered office, in Destilleriveien 11, 1481 Hagan, Norway, serves as
the business address for the Board of Directors in relation to their directorships in the
Company.
11.2.2 Brief biographies of the Board of Directors
Set out below are brief biographies of the members of the Board of Directors.
Michael Holm Johansen, Chairman of the Board of Directors
Michael Holm Johansen has been the Chairman of board of the Company since August
2016. Mr. Johansen has also been chairman and board member in Arcus-Gruppen AS
since 2014. Mr. Johansen has held several international management roles, which
amongst others include being President of the Coca-Cola Company in Central and
Southern Europe Division from 1997-2011. He has held several management roles in
Schulstad Gruppen and Procter & Gamble. Mr Johansen has experience within boards and
is currently vice chairman of the board of directors of KFI Erhvervsdrivende Fond and
Dagrofa ApS in Denmark.
Leena Saarinen, Board member
Leena Saarinen has been a member of the board of the Company since August 2016.
Prior to this position Ms. Saarinen has held board positions within the Group since 2013.
She holds several board positions including board member and chairman of the
nomination committee in the Qt Group Oyj and Etteplan Oyj, she is also chairman of the
board of Verso Food Oy and Palmia Oy. Her previous experience also includes chairman
of the supervisory board of I.G. Alita AB and board member of Arla Oy. Ms. Saarinen’s
prior experience includes being CEO & President of Suomen Lähikauppa Oy from 20072010 and CEO & President of Altia Corporation Oy from 2005-2007.
Hanne Refsholt, Board member
Hanne Refsholt has been a member of the board of the Company since August 2016.
Prior to this position Ms. Refsholt has held board positions within the Group since 2012.
Ms Refsholt is currently CEO of the TINE SA, a position held since 2005. Ms. Refsholt has
held several management roles in Tine and KLF (The Norwegian Meat and Poultry
Association). Ms Refsholt also has broad experience within boards. Currently Ms. Refsholt
is chair of the board of Oslo Red Cross, board member of The Red Cross Centres and DLF
(the Grocery Manufactures of Norway) as well as board member of NHO food and drinks.
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Isabelle Ducellier, Board member
Isabelle Ducellier joined the Company as a board member in 2016. She has broad
experience from top management positions as CEO and board member in Pernod Ricard
Sweden. Ms. Ducellier has a Master of Business Administration from Harvard Business
School, an Executive Master of Business Administration from Insead with speciality within
innovation and leadership and a Master Degree within International Marketing from EM
Lyon. Ms. Ducellier is currently chairman of the board of directors of The French
Association of Foreign trade advisors, member of the nomination committee at the
French-Swedish chamber of commerce and member of the advisory board of I Executive
Search AB.
Eilif Due, Board member
Eilif Due has been a board member of the Company since 2010. Mr Due has also held
and is currently holding other board positions within the Group including being board
member of Arcus-Gruppen AS since 2010 and was Chairman of the board of Vectura from
2013-2016. Mr Due has also been board member in Norske Skogsindustrier ASA since
2012 and is currently chairman of the board in Allskog SA. He is also currently chairman
of Hoff SA and board member of the Federation of Norwegian Agricultural Co-operatives.
His professional experience includes being Central Norway Regional Health Authority
Development director at St. Olav Hospital from 2002-07. He has also held a position at
Aker AS as project director and shipyard director.
Mikael Norlander, Board member
Mikael Norlander has been a member of the board of the Company since 2013. Mr
Norlander has also held and is currently holding other board positions within the Group
including being board member in Arcus-Gruppen AS since 2012, board member in
Vingruppen i Norden AB since 2013 and board member of Vectura AS since 2014. He has
been investment director at Ratos AB since 2016 and has been employed by Ratos AB
since 2008. Prior to this Mr. Norlander held the position as manager at Bain & Co from
2003 to 2008. Mr Norlander holds a Master in Science in Supply Chain management from
the Management & Organisation University in Linköping as well as a master in Science in
Finance and International Business from the Stockholm School of Economics. Mr.
Norlander is also currently member of the board of directors of TFS Trail Form Support
and Bisnode.
Trond Berger, Board member
Trond Berger will become board member conditional upon the Company's shares being
listed on Oslo Børs. He takes up the position as a board member on the first day of
listing, provided that this condition is met. Mr. Berger is currently Executive Vice
President of Schibsted ASA and has held this position since 1999. At Schibsted he is in
charge for the following business areas: Finance, Treasury, Investor Relations, Mergers
and Acquisitions. Prior to his position as EVP at Schibstedt ASA, Mr Berger has been
Investment Director with Stormbull (1998), Executive Vice President (CFO) of Nycomed
ASA and Executive Vice President, Strategy and Business Development at Nycomed
Amersham (1997-98), and partner at Arthur Andersen (1981-92). Berger is also a board
member of several Schibsted subsidiaries. Mr Berger's is a State-Authorized Public
Accountant and holds an MA in Economics from the BI Norwegian School of Management
and is a graduate of the Norwegian Armed Forces’ Officer Candidate School (1977).
Erik Hagen, Board member (employee elected)
Erik Hagen has been a board member of the Company since 2014. Erik Hagen joined the
Group in 1976 as bottler worker and has been an employee elected board member in the
Group since 1996. He has broad experience from different boards as an employee elected
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board member and as a full time union leader since 1992. Mr Hagen has held the position
as staff representative and local union leader of NNN ("Norwegian Food and Allied
Workers Union") in the Group since 1986. Mr Hagen is currently member of the
association board NNN, board member of the Confederation of Trades Unions Norway,
Chairman of the TU Confederation's Industrial policy committee in Oslo and Chairman of
NNN Oslo and Akershus. He is also a board member at MIA (Mangfold i Arbeidslivet) and
De Facto.
Kjell Arne Greni, Board member (employee elected)
Kjell Arne Greni has been a board member of the Company since 2014. Mr. Greni joined
the Group as a driver in 1976 and has held board positions within the Group since 1996.
Mr. Greni has long experience from Vectura as a driver and as employee elected board
member, as union leader and safety representative for senior safety for full time for
many years. Mr Greni has held the position as local union leader of NNN ("Norwegian
Food and Allied Workers Union) in Vectura AS since 1986.
Ingrid Elisabeth Skistad, Board member (employee elected)
Ingrid Elisabeth Skistad has been a board member of the Company since October 2016.
Ms. Skistad joined the Company as Product Developer in 2014 and has been a
substitute Board member (employee elected), since 2016. Ms Skistad has been CEO,
lecturer and author at iBrygging AS since 2015. Her prior experience includes being a
brewer at Nøgne Ø– Det Kompromissløse Bryggeri AS and staff engineer at the
Norwegian Insitute for Public Health, department for biopharmaceutical production. Ms
Skistad holds a Master in Science in Chemical engineering and biotechnology from the
Norwegian University of Science and Technology, and a Master of Science in Brewing and
Distilling from Heriot-Watt University.
11.2.3 Remuneration and benefits
The Company did not pay any remuneration to the Board Members in 2015. Several of
the Board Members received remuneration from the Company's subsidiaries, ArcusGruppen AS and Vectura AS, in 2015 for holding board positions in these companies. The
total remuneration paid out to the board of directors of Vectura AS in 2015 was NOK
1,005,000 and in Arcus-Gruppen AS NOK 1,150,000. These subsidiaries will not pay any
board remuneration going forward.
On 20 October 2016, the Company's general meeting resolved that the chairman of the
Board of Directors shall receive a fee of NOK 500,000 and that the other members of the
Board of Directors shall receive a fee of NOK 250,000. The fees shall cover the period
from the extraordinary general meeting on 24 August 2016 to the annual general
meeting in 2017. It was furthermore resolved that the chairman of the audit committee
shall receive an additional amount of NOK 85,000 and that the members of the audit
committee shall receive an additional amount of NOK 40,000 and that the chairman of
the remuneration committee shall receive an additional amount of NOK 40,000 and that
the members of the remuneration committee shall receive an additional amount of NOK
25,000.
11.2.4 Shares and options held by the Board of Directors
As of the date of this Prospectus, Michael Holm Johansen owns 100,000 shares in the
Company, through his company Eikon Capital S.A. Other than Michael Holm Johansen,
none of the other Board Members holds Shares in the Company. None of the Board
Members holds options in the Company.
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11.3

Management

11.3.1 Overview
The management of the Group consists of nine individuals. The names of the members of
the Management as at the date of this Prospectus, and their respective positions, are
presented in the table below:
Name

Position

Served since

Kenneth Hamnes

Group CEO

August 2015

Sigmund Toth

Group CFO

September 2016

Erlend Stefansson

Group Director Spirits

Thomas Patay

Group Director Wine Norway

January 2008

Claes Lindquist

CEO Wine Sweden & Finland

2000

Lorna Stangeland

CEO Distribution

October 2013

Erik Bern

Group Director Group Supply Chain and
Purchasing

October 2013

Per Bjørkum

Group Director Communications and IR

January 2013

Bjørn Delbæk

Group Director Human Resources

August 2012

June 2015

The Company's registered office at Destilleriveien 11, 1481 Hagan, Norway, serves as the
business address for the members of management in relation to their positions in the
Company.
11.3.2 Brief biographies of the members of the Management
Set out below are brief biographies of the members of the Management
Kenneth Hamnes
Kenneth Hamnes has been Group CEO since August 2015. He has worked with brands
throughout his career and has wide management experience. For many years, he worked
for companies in Orkla where he held several management positions. He was the Brand
Manager/Key Account Manager at Lilleborg AS, Sales Director at Bakehuset AS
(previously Bakers AS) and Sales Director at Stabburet AS. Mr. Hamnes has also worked
as a Consultant and Project Leader for The Boston Consulting Group and was the CEO at
Maarud AS in the six-year period prior to Arcus.
Mr. Hamnes holds a Master of Business Administration from NHH Norwegian School of
Economics.
Sigmund Toth
Sigmund Toth joined the Group as Head of Business Controlling in October 2015 (later
Head of Business Controlling & Treasury) and became Chief Financial Officer on 1
September 2016. His responsibilities also include management of the Group's IT function.
Prior to joining Arcus, Mr. Toth was a management consultant at McKinsey & Company
and worked mainly on the improvement of staff & support functions across a number of
industries. Prior to McKinsey, he worked at Procter & Gamble and acquired broad
international experience within financial management in FMCG through a number of
different finance & accounting roles.
Mr. Toth holds a Master of Business Administration (Diplôme ESSEC) from ESSEC
Business School.
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Erlend Stefansson
Erlend Stefansson joined the Group as Group Director for the spirits business in August
2012. He is responsible for product development, marketing and sales of the Group's
spirits brands globally, with special focus on the home markets in the Nordic and
Germany. Prior to Arcus, he held the position as Sales Director in Ringnes AS (part of
Carlsberg Group) for four years. He was CEO of Spits ASA from 2006 to 2008, and has
held several management positions in sales, retail development, marketing and
communication. He has also three years’ experience as a management consultant in
McKinsey & Co.
Mr. Stefansson holds a Master of Business Administration with specialisation in finance
from BI Norwegian Business School.
Thomas Patay
Thomas Patay entered into his position as Group Director Wine Norway in Arcus in
January 2008 and works closely with the most important market operators in the wine
segment; such as producers and importers of wine, and journalists and owners of
restaurants. Mr. Patay has over 15 years of experience within the wine industry in the
Nordic countries and over 20 years of marketing and sales experience, he has held
several management positions in sale and marketing for FMCG in Norway and
internationally, including Marketing Director of Steen & Strøm ASA.
Mr. Patay holds a Bachelor of Arts, Major in Marketing from California Lutheran
University.
Claes Lindquist
Claes Lindquist joined Vingruppen i Norden AB as CEO in 2000. He established Vinunic AB
in 1992 and was CEO of Vinunic from 2000 – 2012. Mr Lindquist has broad business
experience from small and medium enterprises from many different countries such as
Sweden, Finland, Norway, Denmark, Germany, UK, the Netherlands and the US. Mr
Lindquist has an extensive experience with listed companies and has also held the
position as Chairman of the Board in Vinunic AB, Bonarome Wineworld AB, The
Wineagency AB, Social Wines Oy and Vinum Oy. His board experience also includes being
a board member in Nohau Solutions AB and Katvana Invest AB.
Mr. Lindquist holds a Master in Business Economics (Civilekonom) from Lund’s University,
Sweden.
Lorna Stangeland
Lorna Stangeland joined Vectura AS as CEO on October 2013. Ms. Stangeland has over
20 years of experience within senior management and logistics. Prior to joining Vectura
AS, Stangeland was Nordic Logistics Manager at JF Hillebrand from 2011-2013 and Chief
Executive Officer at VSD Logistics AS from 2007-2011.
Ms. Stangeland holds an MBA in negotiation from Edinburgh Business School MBA.
Erik Bern
Erik Bern joined the Group in 2008 and was the Project Director with total responsibility
for the relocation of Arcus to the premises at Gjelleråsen outside of Oslo, Norway. From
January to October 2013 he was interim CEO in Vectura with responsibility for recruiting
new management. From October 2013 Mr. Bern has been the Group's Director for Group
Supply Chain and Property management of Arcus DK. Mr. Bern is an engineer and has
held management positions in the food industry his entire career. From 1999 to 2008 he
was the Technical Director and afterwards the Factory Director in Ringnes AS.
Mr. Bern holds a Master degree in Machine technology.
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Per Bjørkum
Per Bjørkum joined the Group in January 2013 and holds the position as Group Director
Communications. He has worked within corporate information his entire career and has
special knowledge within media, investor relations and strategic communications. Prior to
his position in Arcus he worked as a journalist and editor at Reuters Norway. He has also
held the position as VP of communications for NetCom and has more than 12 years of
experience as a communication consultant. Mr Bjørkum was one of the founding partners
of the consulting company First House AS.
Mr. Bjørkum holds an MBA in International Business, Schiller Int. University, London.
Bjørn Delbæk
Bjørn Delbæk joined the Group in June 2015 as Director for Human Resources on a
consultancy basis. He has broad experience with HR and has extensive experience from
positions in management and consultancy. Prior to his position is Arcus, Mr. Delbæk was
the Director for Human Resources for Ringnes AS from 1995 to 2008 and started his own
consultancy company in 2008.
Mr. Delbæk holds a Master in Human Resources, Management and Change Management
from BI Norwegian Business School.
11.3.3 Remuneration and benefits
The remuneration to the members of the management in 2015 was NOK 24,855,000.
The remuneration to the former and current Group CEO was a total of NOK 6,160,000,
which included a severance package to the former Group CEO. The current Group CEO
received NOK 942,460 in salary from his employment commenced in August 2015 to
year-end 2015. The remuneration to the remaining members of the management was
consequently NOK 18,695,000.
The Group CEO has a bonus agreement which, under certain conditions, will release
payment of up to five months' salary. No payment was made under this agreement in
2015. The Group CEO is also entitled to a one-off bonus for 2015 which will release pay
out of NOK 1 million in 2016. The other members of the Group’s Management participate
in a bonus scheme and have personal agreements which, under certain conditions, may
release payments with an upper limit of four months' salary.
The current Group CEO received NOK 80,000 in other benefits and the remaining
members of the Management received other benefits for NOK 2,385,000. Other benefits
are related to insurances, newspaper, electronic communication and similar employee
benefits.
11.3.4 Shares held by the members of the Management
As of the date of this Prospectus, the members of the Management holds Shares as
presented in the table below:
Name
Kenneth Hamnes

Total number of Shares

Total number of Options
42,300

0

Sigmund Toth

0

0

Erlend Stefansson

0

0

Thomas Patay

0

0

Claes Lindquist

0

0

Lorna Stangeland

0

0
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Erik Bern

0

0

Per Bjørkum

0

0

Bjørn Delbæk

0

0

As the date of this Prospectus, the members of the senior Management held 42,300
Shares corresponding to 0.1% of the Shares in the Company.
11.3.5 Synthetic Shares and Synthetic Options held by Management
In addition to the abovementioned shares the Company has issued synthetic shares and
options to a number of its employees, including its senior Management as set out in the
table below.
Name

Synthetic shares

Synthetic options

Strike
price
synthetic option

per

Kenneth Hamnes

0

298,600

27

Sigmund Toth

0

0

-

Erlend Stefansson

42,600

383,400

30

Thomas Patay

53,500

481,500

28

Claes Lindquist

42,600

383,400

29

0

0

-

8,550

76,650

29

Per Bjørkum

0

0

-

Bjørn Delbæk

0

0

-

Lorna Stangeland
Erik Bern

The Synthetic Shares and Synthetic Options will be redeemed in connection with the
Listing.
For a further description of the Synthetic Shares and Synthetic Options please see
Section 11.3.9 "Existing synthetic share and option program" below.
11.3.6 Investment shares and matching shares
See Section 11.3.10 "New co-investment and share match program" for description of
the new shares members of management will subscribe for as part of the new coinvestment and share match program and the matching shares they will be awarded.
11.3.7 Directorships and management positions held by the Board Members
and the management
The following table sets forth all companies and partnerships in which the members of
the Board of Directors and senior management have been members of the
administrative, management and supervisory bodies in the previous five years (not
including subsidiaries within the Group).
Name of officer

Position held

Company or partnership

Kenneth Hamnes

Chairman

Ortus Invest AS

Chairman

Ekelyveien AS

Board member

Odlo Sports Holding AG
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Name of officer

Sigmund Toth

Erlend Stefansson

Thomas Patay

Position held

Company or partnership

Board member

DDSK A/S

Group CEO

Arcus ASA

CEO

Maarud AS

Group CFO

Arcus ASA

Head of Business and
Controlling & Treausury

Arcus ASA

Engagement Manager and
Associate

McKinsey

Sales Finance Manager,
Financial Analyst

Procter & Gamble

Chairman

DDSK A/S

Group Director Spirits

Arcus ASA

Sales Director

Ringnes AS

Chairman

Maad Invest AS

Board member

VBF (Vin og brennevinleverandørenes Forening)

Board member

Joyrides AS

Board member
Group
Norway
Bjørn Delbæk

Claes Lindquist

Lorna Stangeland

Erik Bern

Director
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Arcus ASA

Chairman

Oso Consulting AS

Chairman

Sameiet Hoffsveien 88/90

Program Director/Project
Leader (part time)

NHO in Indonesia/Asia

Managing Partner

Oso Consulting AS

Group Director HR

Arcus ASA

Partner

Headfield Executive Search & HR

Board member

Nohau Solutions AB

Board member

Katvana Invest AB

Chairman

Bonarome Wineworld AB

CEO

Vingruppen i Norden AB

Board member

LUKS
(Leverandørens
Kompetansesenter)

Board member

Foreningen NAG

CEO

Vectura AS

Head of Logistics

JF Hillebrand

Managing Director Nordic

VDS Logistics

Chairman

Manglerud Star Hockey Elite

Board member

A/S Stortingsgaten 28

Group
Director
Supply
Chain
Purchasing
Per Bjørkum

Patay Invest AS
Wine

Group
and

Arcus ASA

Group
Director
Communication & IR

Arcus ASA

Partner

First House

Board member

Trolltind Kommunikasjon AS

Utviklings-

og

Name of officer

Michael
Holm
Johansen, chairman

Leena
Saarinen,
board member

Hanne
Refsholt,
board member

Isabelle
Ducellier,
board member
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Position held

Company or partnership

CEO

Trolltind Kommunikasjon AS

Chairman

Arcus ASA

Vice chairman

Dagrofa ApS

Vice chairman

KFI Erhvervsdrivende Fond

Chairman

Kirkcaldy SARL

Board member

Arcus ASA

Board member

QT Group Oyj

Chairman

Palmia Oy

Board member

Etterplan Oyj

Chairman

Suomen fromFinland.fi Oy

Chairman

Verso Food Oy

Board member

Markkinointijohdon ryhmä ry MJR

Board
member
and
member
of
the
remuneration committee

Digia Oyj

Board member

Arla Oy

Board member

Virvo Oy

Board member

Helsingin Mylly Oy

Chairman of the control
committee

Alita AB

Member of the advisory
board

Varma

Member of the advisory
board

Luottokunta (Nets)

Board member

Arcus ASA

Board member

Innovation Norway

Chairman

Domstein ASA

Chairman

Oslo Red Cross

Board member

Norseland Inc.

Board member

The Red Cross Centres

Board member

DLF (The Grocery manufactures of Norway)

Board member

NHO Mat og Drikke

CEO

Tine SA

Board member

Arcus ASA

Chairman

The French Association of Foreign trade advisors

Member of the nomination
committee

French-Swedish chamber of commerce

Advisory board

I, executive search

Board member

Bjørn Borg

Board member

Pernod Ricard Sweden

Partner

Anian AB

CEO

Pernod Ricard Sweden

Name of officer

Position held

Company or partnership

Eilif
Due,
member

Board member

Arcus ASA

Board member

Norske Skogsindustrier ASA

Chairman

Allskog SA

Board member

The Federation
operatives

Board member

Arcus ASA

Board member

TFS Trial Form Support

Board member

Bisnode

board

Mikael
Norlander,
board member

Senior
Manager

Trond
Berger,
board member

Erik Hagen, board
member (employee
elected)

Investment

of

Norwegian

Agricultural

Co-

Ratos AB

Board member

Contex A/S

Board member

Polaris ASA

Board member

Schibstedt group company boards

Board member

Asprio AB

Board member

Exie AS

Corporate Assembly

Storebrand ASA

Board member (employee
elected)

Arcus ASA

Board member

NNN Central Board

Board member

Mia

Board member

Defacto

Kjell Arne Greni,
Board
member
(employee elected)

Board member (employee
elected)

Arcus ASA

Ingrid
Elisabeth
Skistad
Board
member (employee
elected)

Board member (employee
elected)

Arcus ASA

CEO

iBrygging AS

11.3.8 Co-investment and bonus compensation scheme
Introduction
The Group has various management co-investment programs. Some employees own
ordinary shares in the Company, some own shares directly in the entity they are
employed by and several own either synthetic shares or synthetic options through their
participation in management incentive programs in the Group.
As the Group is an indirect subsidiary of Ratos AB, certain restrictions under Chapter 16
of the Swedish Companies Act (the so-called "Lex Leo") apply to the possibility for
employees to purchase shares in the companies in the Group (e.g. any share issuance to
employees need to be approved by the general meeting of the listed parent company).
Management incentive schemes have thus been based on synthetic options and shares
after the Company became a subsidiary of Ratos AB.
Direct shareholding by employees, particularly in some of the Swedish entities, is
generally a result of the Group not purchasing all the shares in the relevant subsidiary
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when acquiring the company. This has been a deliberate strategy to align the founders'
interests with those of the Group.
The following describes the Group's bonus schemes which apply to its employees, except
for the employees of Vingruppen i Norden AB, which have a separate bonus scheme.
Description of the Group's bonus schemes
The Group has one individual bonus scheme that applies for certain employees, and one
collective bonus scheme that applies to all other employees.
Bonus is only payable if the Group, or the relevant subsidiary, fulfils its budgeted target
EBITDA (adjusted EBITA) for the applicable year. Prior to assessing if any bonus is
triggered, the EBITA is adjusted for extraordinary income, expenses, depreciations and
allocations.
Individual bonus scheme
For employees in the individual bonus scheme, the bonus will be calculated on a
combination of individual targets and group/company targets. The split is different for
different positions:
-

For the members of the Management and managers and key employees, the
model is based 70% on EBITA targets for the Group and 30% on individual
targets.

-

For the managing directors of certain wine business area subsidiaries, the
model is based 70% on EBITA targets of the relevant company and 30% on
individual targets.

-

For managers and key employees in the spirits business area, including
Group Supply chain, the model is based 50% on EBITA targets for the Group
and 50% on individual targets. For the managers and key employees in the
wine companies, the bonus is based 50% on EBITA targets for the respective
company and 50% on individual targets.

-

For sales employees the model is based 30% on KPI targets within the
relevant business area and 70% on individual targets.

The achievable bonus is between one and four months' base salary, with 2 months' base
salary as the most common maximum bonus. The Group CEO has a maximum bonus of 5
months' base salary.
The bonuses in the Group are reported as taxable income and are inclusive of holiday
pay.
Collective bonus scheme
The employee bonus is a collective bonus scheme applicable to all employees in the
Group that do not have an individual bonus scheme. The bonus scheme is self-financing
and based on resolution of the Board of Directors of the Company.
If the Group's result fulfils the budgeted adjusted EBITDA, each employee is entitled to a
bonus of NOK 5,000. If the result exceeds the budgeted adjusted EBITA with more than
10%, each employee is entitled to an additional bonus of NOK 5,000. The bonus is
reported as taxable income and is inclusive of holiday pay.
Transaction related bonus
The CEO and CFO of Vectura AS (The Group's distribution business area) are each
entitled to a one off bonus of NOK 1 million and NOK 500,000 respectively in connection
with the Listing, provided that they remain employed by the Group for 12 months after
170

the Listing. In addition, two of the employees in the Group are entitled to non-material
bonuses in connection with the Listing.
11.3.9 Existing synthetic share and option program
The Company has issued a co-investment program at fair market value, comprising
5,013,500 synthetic options and 1,198,550 synthetic shares issued to certain members
of the current Management and former Board Members and former members of
management. The synthetic options and synthetic shares will be cash settled on the first
day of Listing. The holders of synthetic shares will receive an amount per synthetic share
corresponding to the final Offer Price in the Offering. The holders of synthetic options will
receive an amount per synthetic option corresponding to the final Offer Price in the
Offering less the exercise price. The number of synthetic shares, the number of synthetic
options and the exercise price for the synthetic options issued to current members of the
Company's management (the "Management SSO Holders") are set out in Section
11.3.5 "Synthetic Shares and Options held by Management". Management SSO Holders,
except Claes Lindquist, are under an obligation to reinvest 30 % (in case of the CEO
50%) of their net gain after tax ("Net Gain") from the cash settlement of the Synthetic
Options and Synthetic Shares by subscribing for Shares in the Company at a subscription
price corresponding to the final Offer Price in the Offering as part of the Employee
Offering (as defined below). The other holders of Synthetic Options and Synthetic Shares
do not have a reinvestment obligation. The final amount the holders of Synthetic Options
and Synthetic Shares will receive, the amount the Management SSO will reinvest and the
number of Shares they will subscribe for depend on the final Offer Price and can thus not
be finally determined until the final Offer Price is set. For further information of the
estimated cost related to the cash settlement of the synthetic options and the synthetic
shares see Section 8.1 "Capitalisation" and Section 10.7.2 "Other contractual
obligations".
11.3.10

New co-investment and share match program

The Company has resolved to implement a new co-investment and share match program.
Erlend Stefansson, Thomas Patay, Erik Bern and Kenneth Hamnes hold synthetic options
and/or synthetic shares in the Company and have an obligation to reinvest 30% and
50% of their Net Gain as described above. They have been offered to reinvest up to 80
% and 100% respectively of their Net Gain in new Shares in the Company at a
subscription price equal to the final Offer Price on the first day of Listing as part of a coinvestment and share match program. They will for each Share they subscribe for in
addition to the Shares they are required to subscribe for as part of their reinvestment
obligation receive one Share from the Company following announcement of the
Company's Q4 interim report in 2018 (the "Matching Shares"). Claes Lindquist who has
no reinvestment obligation has been offered to reinvest up to 50% of his Net Gain on the
same terms. Those who have not been offered to reinvest 100% of their Net Gain as part
of the co-investment and share match program have been offered to reinvest the
remaining amount, but will not receive any Matching Shares for this amount.
Sigmund Toth and Lorna Stangeland who do not hold any synthetic options or synthetic
shares in the Company have been offered to participate in the co-investment and share
match program with an amount corresponding to 100% of their annual salary (the "First
Maximum Amount"). They will for each Share they subscribe for in the Employee
Offering up to the First Maximum Amount receive one Matching Share. Per Bjørkum and
Bjørn Delbæk who do not hold any synthetic options or synthetic shares in the Company
have been offered to participate in the co-investment and share match program with an
amount corresponding to 50% of their annual salary (the "Second Maximum
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Amount"). They will for every second Share they subscribe for in the Employee Offering
up to the Second Maximum Amount receive one Matching Share. They will not be entitled
to the employee discount.
In addition 32 key employees have been offered to participate in the co-investment and
share match program with an amount corresponding to between 25%-50% of their
annual salary (the "Third Maximum Amount"). They will for every second Share they
subscribe for in the Employee Offering up to the Third Maximum Amount receive one
Matching Share. They will not be entitled to the employee discount.
The Company will fulfil its obligation to deliver the Matching Shares to the persons who
are entitled to receive Matching Shares (an "Eligible Key Employee") either by way of
purchasing own Shares and deliver them to the Eligible Key Employee without payment
or by the Eligible Key Employees subscribing for the Matching Shares at a subscription
price corresponding to the par value of the Shares.
If an Eligible Key Employee give notice of resignation or is summary dismissed prior to
announcement of the Company's Q4 interim report in 2018 (the "Settlement Date") the
right to receive the Matching Shares lapse without compensation.
If an Eligible Key Employee is dismissed with lawful notice, retire or should die before the
Settlement Date the Eligible Key Employee will be entitled to a pro rata share of the
Matching Shares at the Settlement Date in the two first instances and a full share in the
event of death.
The number of Matching Shares each Eligible Key Employee is entitled to receive shall, in
the event the market price of the Matching Shares on the Settlement Date exceeds two
times the final Offer Price, be reduced by such number as shall be required to make the
value of the Matching Shares not exceed an amount corresponding to the number of
Matching Shares multiplied by an amount corresponding to two times the Final Offer
Price. Maximum exposure for Arcus related to the program is around NOK 38 million.
The Shares subscribed for as part of the co-investment and share match program will be
subject to a 12 moths lock-up period from the first day of Listing.
The percentage of the Net Gain and the percentage of the annual salary each member of
Management has undertaken to invest are set out below. The final number of Shares to
be subscribed for and the final number of Matching Shares will depend on the final Offer
Price and can thus not be finally determined until the final Offer Price is set. The table
indicates the number of shares that will be subscribed for by each key employee at NOK
39, representing the low-end of the indicative price range, NOK 42, representing the
mid-point of the indicative price range, and NOK 45 representing the high-end of the
indicative price range.
Name

Percentage
of
Net
Gain/annual
salary
to
be
invested

Number of shares
subscribed for

to

be

Low-end Mid-point of High-end of
of
indicative
indicative
indicative price range price range
price
range

Number of Matching Shares

Low-end Mid-point of High-end of
of
indicative
indicative
indicative price range price range
price
range

Kenneth Hamnes

100% of net gain

62,002

71,364

79,478

31,001

35,682

39,739

Sigmund Toth

51.5% of salary

21,795

20,238

18,889

21,795

20,238

18,889

Erlend
Stefansson

60% of Net Gain

35,824

45,259

53,436

17,912

22,630

26,718
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Thomas Patay

80% of Net Gain

78,840

93,292

105,818

49,275

58,308

66,136

Claes Lindquist

50% of Net Gain

38,814

47,452

54,939

38,814

47,452

54,939

Erik Bern

100% of Net Gain

13,721

16,739

19,354

6,860

8,369

9,677

Per Bjørkum

50% of salary

18,205

16,905

15,778

9,103

8,452

7,889

Bjørn Delbæk

100% of salary

19,167

17,798

16,611

9,583

8,899

8,306

11.3.11

Future long term management incentive program

The Board of directors is considering to propose that the annual general meeting in 2017
approves a long term management incentive program.
11.4

Benefits upon termination

Kenneth Hamnes and Thomas Patay are entitled to 12 months' base salary as severance
pay if their employments are terminated by the Company. Lorna Stangeland is entitled to
6 months' base salary as severance pay if her employment is terminated by the
Company. No other members of Management or the Board of Directors are entitled to
severance pay or other termination related benefits from the Group.
11.5

Pension and retirement benefits

For the year ended 31 December 2015, the cost of pension for members of the
Management was approximately NOK 2,297,000. All employees of the Company,
including the Management, are members of the Company's defined contribution based
pension scheme. Under the scheme the Company contributes 5% of the employees'
salary between 1-7.1 G and 11% between 7.1-12G. The Company's subsidiaries in
Sweden, Denmark, Finland and Germany have adopted various pension schemes.
Kenneth Hamnes has an unfunded individual pension agreement entitling him to an
additional annual pension corresponding to 15% of his salary exceeding 12 G during the
term of his agreement.
Furthermore, the Group has unfunded pension liabilities towards a few current and
former employees due to changes to a former defined benefit pension scheme and top
hat pension scheme. Total estimated liability in 2016, for which allocations have been
made in the accounts, is NOK 6,850,000.
For more information regarding pension and retirement benefits, see note 9 to the
Annual Financial Statement incorporated by reference in this Prospectus in Section 18.2
"Incorporation by reference".
11.6

Loans and guarantees

No members of Management or the Board of Directors have received any loans or
guarantees from the Company.
11.7

Nomination committee

Pursuant to the Articles of Association, the Company shall have a nomination committee
elected by the Annual General Meeting. The members of the nomination committee will
be elected at the annual general meeting in 2017. The nomination committee is elected
for a period of two years. A majority of the members shall be independent of the
Company's Board of Directors and the Company's Management.
The responsibility of the nomination committee is, among other things, to nominate
candidates to be elected by the General Meeting as members of the Board of Directors,
the employee-representative and their deputies whenever their respective period of
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service expires or when a by-election is needed. Moreover, the nomination committee
also nominates candidates to be elected by the General Meeting as members of the
nomination committee.
According to the instructions for the nomination committee as adopted by the Company's
general meeting on 21 October 2016, the nominations committee's recommendations
regarding the election of Board Members to be elected by the shareholders should be
based on the following:


The Board of Directors should be composed in such a way as to safeguard the
interest of the body of shareholders and Arcus' need for expertise and diversity



Account should be taken of the need to ensure that the Board of Directors can
function effectively as a collegial body



The majority of the shareholder elected members should be independent of the
executive management and material business contacts



At least two of the shareholder elected board members should be independent of
the Company's main shareholders



Current and former executives should not be members of the Board of Directors.

The nomination committee proposes remunerations to the members of the Board of
Directors and to the members of the nomination committee. The proposal shall be made
in advance for a period of one year counting from the date of the Annual General
Meeting.
11.8

Audit committee

The Board of Directors has elected an audit committee amongst the members of the
Board of Directors. The audit committee consists of two to three members. The
committee will upon Listing consist of Trond Berger as leader and Mikael Norlander as
member.
Pursuant to Section 6-43 of the Norwegian Public Limited Liability Companies Act, the
audit committee shall:


prepare the Board of Directors' supervision of the Company's financial reporting
process;



monitor the systems for internal control and risk management;



have continuous contact with the Company's auditor regarding the audit of the
annual accounts; and



review and monitor the independence of the Company's auditor, including in
particular the extent to which services other than auditing provided by the auditor
or the audit firm represent a threat to the independence of the auditor

11.9

Remuneration committee

The Board of Directors has elected a remuneration committee amongst the members of
the Board of Directors. The remuneration committee consists of two to three members.
The committee currently consists of Michael Holm Johansen as the leader and Hanne
Refsholt as member.
The Company has adopted guidelines that describe the responsibility and tasks of the
remuneration committee. The remuneration committee shall ensure that the Company
has a remuneration scheme that contributes to promote and grant incentives for
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governance of and control with the Company's risks, counteract a high degree of risk
taking and avoid conflict of interests.
11.10

Conflicts of interests

Board member Eilif Due is chairman of the board of Hoff SA, which is the sole supplier of
potato spirits to the Group, which may pose a potential conflict of interest when
negotiating supplier agreements. Apart from this no potential conflict of interest between
the executive management teams and the Directors’ duties to the Company and their
private interests and/or other duties have been identified. Should conflict of interests’
situations arise, such will be handled in accordance with applicable legislation.
There is no arrangement or understanding with major shareholders, customers, suppliers
or others, pursuant to which any member of the executive management team or a
Director has been selected.
Except from the above, there are no potential conflicts of interest between the Board
Members and members of Management's duties to the Company and their private
interests and other duties.
11.11

Convictions for fraudulent offences, bankruptcy etc.

None of the members of the Board of Directors or the Management have during the last
five years preceding the date of this Prospectus:
-

any convictions in relation to indictable offences or convictions in relation to
fraudulent offences;

-

received any official public incrimination and/or sanctions by any statutory or
regulatory authorities (including designated professional bodies) or been
disqualified by a court from acting as a member of the administrative, management
or supervisory bodies of a company or from acting in the management or conduct
of the affairs of any company; or

-

been declared bankrupt or been associated with any bankruptcy, receivership or
liquidation in his/her capacity as a founder, director or senior manager of a
company or partner of a limited partnership.

11.12

Corporate governance

The Company complies with the Norwegian Code of Practice for Corporate Governance
issued by the Norwegian Corporate Governance Board, latest edition of 30 October 2014.
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12.

RELATED PARTY TRANSACTIONS AND AGREEMENTS

12.1

Introduction

The majority shareholders of Arcus ASA are the Swedish investment company Ratos AB
and Hoff SA. Ratos AB owns 83.4% of the Company and Hoff SA owns 9.9% of the
Company. Arcus entered into an agreement with Hoff SA on 20 November 2005 relating
to the delivery of potato spirits. Hoff SA is the only Norwegian supplier of potato spirit.
When Arcus acquired the Danish brands Aalborg, Gammel Dansk and Malteserkreuz in
2012, Arcus decided to enter into a joint venture regarding DDSK as a distributed in
Denmark. Arcus entered into the sale and marketing agreement with DDSK on 11
October 2012, where DDSK is responsible for all sales and marketing of Arcus' spirit
products in Denmark.
Arcus (and former Vinmonopolet) has purchased cognac from Tiffon S.A for many
decades serving the Norwegian market. In 1998 Arcus and Tiffon S.A developed the
brand Braastad for the Nordic market, named after the family owning Tiffon S.A – the
Braastad family. The same year Arcus acquired a 15% share in Tiffon S.A as a strategic
investment in an important category in the Nordic market. Arcus has later increased its
ownership in Tiffon S.A to 34%. Arcus entered into a supplier agreement with Tiffon S.A
on 17 September 2008 related to the supply of brandy and cognac for Arcus.
All transactions with closely associated parties take place at market terms.
12.2

Related party transactions for the years ended 31 December 2015, 2014
and 2013

For the Group's transactions with closely associated parties for the years ended 31
December 2015, 2014 and 2013 see tables below:
Purchase of goods and services:
Amount in NOK million

Relation

Delivery

2015

2014

2013

Hoff SA

Owner (10%)

Raw material

25.2

17.3

22.4

Tiffon S.A
Det Danske Spiritus Kompagni A/S

Associated company (34%)

Finished products

65.8

63.8

75.7

Jointly controlled company (50%)

Rent of office space, licenses

2.8

0.7

0.3

93.7

81.8

98.4

2015

2014

2013

4.1

1.2

3.1

137.8

119.7

110.4

141.8

120.8

113.5

2015

2014

2013

Total purchase of goods and services

Sale of goods and services:
Amount in NOK million

Relation

Delivery

Tiffon S.A

Associated company (34%)

Market support

Det Danske Spiritus Kompagni A/S

Jointly controlled company (50%)

Sale of finished products

Total sale of goods and services

Receivables, closely associated parties per 31.12.:
Amount in 1 000 NOK

Relation

Nature of receivables

Tiffon S.A

Associated company (34%)

Short term receivables

0

0

1.3

Det Danske Spiritus Kompagni A/S

Jointly controlled company (50%)

Short term receivables

18.9

20.5

21.7

18.9

20.5

23.0

Total receivables, closely associated parties per 31.12.
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Debt to closely associated parties per 31.12.:
Amount in NOK million

Relation

Nature of debt

2015

2014

Hoff SA

Owner (10%)

Tiffon S.A

Associated company (34%)

Det Danske Spiritus Kompagni A/S

Jointly controlled company (50%)

Short term debt

4.4

2.2

1.4

Short term debt

16.8

1.2

14.5

Short term debt

0.1

0.1

0

21.3

3.4

15.9

Total debt to closely associated parties per 31.12.

12.3

2013

Related party transactions for the nine and three months ended 30
September 2016

For the Group's transactions with closely associated parties for the nine and three
months ended 30 September, and also 31 December 2015 see tables below:
Purchase of goods and services:
MNOK

Third quarter

Year to date

Unaudited

Year end

Unaudited

2016

2015

2016

2015

2015

Tiffon S.A

15.8

15.8

35.9

44.4

65.7

Hoff SA

1.5

8.8

18.8

15.1

25.2

Det Danske Spiritus Kompagni A/S

0.6

0.3

2.9

2.4

2.7

Total purchase of goods and services

17.8

25.0

57.6

62.0

93.6

Year to date

Year end

Sale of goods and services:
MNOK

Third quarter
Unaudited

Unaudited

2016

2015

2016

2015

2015

Tiffon S.A

0,0

0,0

3,4

4,1

4,1

Det Danske Spiritus Kompagni A/S

24,2

27,0

74,3

78,2

137,7

Total purchase of goods and services

24,2

27,0

77,7

82,3

141,8

Receivables and debt at end of period:
MNOK

Third quarter

Year end

Unaudited
Short term receivables from related parties

2016

2015

Tiffon S.A

0.0

0.7

Det Danske Spiritus Kompagni A/S

13.9

14.8

18.9

Total purchase of goods and services

13.9

15.5

18.9

MNOK

Third quarter

2015
0.0

Year end

Unaudited
Short term debt to related parties

2016

2015

Hoff SA

1.1

2.2
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2015
4.4

Tiffon S.A

6.4

2.3

16.8

Det Danske Spiritus Kompagni A/S

0.3

0.1

0.1

Total purchase of goods and services

7.8

4.6

21.3

12.4

Related party transactions for the period ended 30 September 2016 to
the date of this Prospectus.

Arcus has ongoing business relations with Hoff SA, Tiffon S.A and DDSK and have
continued under the same agreements and at comparable levels.
Vingruppen AS has a shareholder agreement with Thomas Patay, Group Director Wine
Norway, regarding his minority interests in Vinordia (2,86%), Symposium (2,29%) and
Vinuniq (2,86%). According to the shareholder's agreement, Vingruppen AS has a right
to purchase, and Mr. Patay has an obligation to sell the minority shares before Q1 2019
at a fair market value. The Company estimates the current market value of the minority
shares to be approximately NOK 2.7 million.
In November 2016, Vingruppen AS resolved to buy back synthetic shares in Vingruppen
AS bought by Thomas Patay in April 2016 for NOK 1 million to cost.
12.5

Transactions between group companies

Agreements are made on allocation of costs for internal services and joint purchases
between the group's companies. These costs mainly concern rent, maintenance and
service activities related to real property, as well as corporate functions such as finance,
IT, salary dept. etc. These services are posted under "other income" and "other operating
costs" in the various companies' books.
All purchases and sales of goods and services between the companies take place at
market terms and are removed from the consolidated financial statements.
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13.

CORPORATE INFORMATION AND DESCRIPTION OF THE SHARE CAPITAL

13.1

General corporate information

The Company’s legal name is Arcus ASA and its commercial name and corporate
branding is Arcus. The Company is a public limited liability company organised and
existing under the laws of Norway pursuant to the Norwegian Public Limited Companies
Act. The Company was incorporated on 5 November 2004. The Company’s registration
number in the Norwegian Register of Business Enterprises is 987 470 569.
The Company’s registered office and administrative headquarter is located at
Destilleriveien 11, 1481 Hagan, Norway and the Company’s main telephone number at
that address is +47 67 06 50 00. The Company’s website can be found at www.arcus.no.
The content of www.arcus.no is not incorporated by reference into or otherwise forms
part of this Prospectus.
13.2

Listing

The Company expects to formally apply for admission to trading of its Shares on Oslo
Børs, on 21 November 2016, and that the board of directors of Oslo Børs will resolve to
grant admission of the Shares to Listing on Oslo Børs on 25 November 2016.
The Company expects the board of directors of Oslo Børs to approve the Company's
listing application subject to the following conditions:


The Company having in excess of 500 shareholders, each holding Shares with a
value of more than NOK 10,000.



At least 25% of the Shares for which admission to stock exchange listing is sought
must be distributed among the general public



The Company raising gross proceeds of at least NOK 635 million

The Company expects to satisfy these conditions in connection with Offering.
The Company currently expects commencement of trading in the Shares on Oslo Børs, on
or around 1 December 2016 under the ticker symbol "ARCUS".
13.3

Shares and share capital

The Company's issued share capital is NOK 1,000,000 divided into 50,000,000 Shares
each with a nominal or nominal value of NOK 0.02, all fully paid and issued in accordance
with Norwegian Law. The issued Shares are in registered form and are registered with
the VPS register with ISIN NO 001 0776875. The Registrar of the Company is Nordea
Bank Norge ASA, Essendropsgate 7, Postboks 1166 Sentrum, 0107 Oslo, Norway.
The Company has one class of Shares. Each Share carries one vote and all Shares carry
equal rights in all respects, including rights to dividends. All the Shares are validly issued
and fully paid. The Articles of Association do not provide for any restrictions on the
transfer of Shares, or a right of first refusal upon a transfer of Shares. Share transfers
are not subject to approval by the Board of Directors.
There have been no public takeover bids by third parties in respect of the Company's
equity during the last financial year and the current financial year.
The table below summarizes the development in the Company's share capital for the
periods covered by the Financial Statements.
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Subscript
ion price
(NOK/sh
are)

Date

Type of change

Share capital
increase
(NOK)

24 October 2016

Share split

-

1,000,000

-

0.02

-

1,000,000

-

0.02

25October 2016

Conversion from a
private
limited
company to a public
limited
liability
company

Share
(NOK)

capital

Par value (NOK/
share)

Issued
shares

Total shares

50,000,000

50,000,000

50,000,000

50,000,000

Assuming that the Company raises gross proceeds of NOK 775 million, the Company will
based on a final Offer Price per Offer Share of NOK 42, which is the mid-point of the
Indicative Price Range issue 18,452,380 New Shares and will based on a final Offer Price
per Offer Share of NOK 39 and NOK 45, being respectively the low-end and high-end of
the Indicative Price Range, issue 19,871,794 New Share and 17,222,222 New Shares.
The Company's previous name was Arcus-Gruppen Holding AS, but changed name to
Arcus ASA upon conversion to a public limited liability company in 2016.
13.4

Shareholders

The following table lists the Company's shareholders as of the date of this Prospectus
2016:
Name

%

Holding

83.4

41,696, 900

Hoff SA

9.9

4,945,500

Brink Invest AS

0.8

394,050

Janska Invest AS

0.8

394,050

Pilegården AS

0.8

394,050

Olsbø Invest AS

0.7

341,500

Birgitta S. Göransson

0.7

328,350

Stefan Elving

0.6

315,250

Henning Øglænd

0.6

294,050

KM Holding AS

0.5

262,700

Kaare Frydenberg

0.5

225,000

Gro Myking

0.3

157,600

Eikon Capital S.A.

0.2

100,000

Frithjof Nicolaysen

0.1

47,800

Ekelyveien AS

0.1

42,300

Claes Strømbom

0.1

31,500

Halvor Heuch

0.1

29,400

100

50,000,000

Ratos AB

Total
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Ratos AB is the Company's largest shareholder, with 41,696,900 out of 50,000,000
shares, representing 83.4% of the total share capital as of the date of this Prospectus. In
addition to Ratos AB's ownership, Hoff SA owns 4,945,500 shares, corresponding to a
shareholding of approximately 9.9%. Both Ratos AB and Hoff SA have a shareholding
exceeding 5% and are accordingly the major shareholders of the Company. The major
shareholders do not have different voting rights.
The Company is not aware of any other shareholder, natural or legal, who directly or
indirectly has a shareholding in the Company above 5%. Shareholders with ownership
exceeding 5% must comply with disclosure obligations according to the Norwegian
Securities Trading Act section 4-3.
The remaining shares of the Company are held by a total of 15 different persons and
companies. The persons and companies owning shares in the Company are either
previous or current members of the management of Arcus or members of the board of
companies within the Group or entities controlled by such persons.
The Shares have not been subject to any public takeover bids.
13.5

Own Shares

As of the date of this Prospectus, the Company does not own any Shares.
13.6

Convertible instruments, warrants and share options

As of the date of this Prospectus, the Company does not currently have in issue any
convertible debt securities, exchangeable debt securities or debt securities with warrants
attached. The Company has not issued any options to subscribe for Shares.
13.7

Authorisations

At the extraordinary general meeting of the Company on 20 October 2016 the Board of
Directors was authorised to increase the share capital of the Company by up to NOK
400,000 in connection with the Offering and Listing of the Company's shares on Oslo
Børs. The authorisation may only be used to issue shares in connection with the Offering
and the listing of the Company's shares including issuance of shares in connection with
the settlement of synthetic shares and synthetic options. The authorization expires at the
annual general meeting in 2017 and in no event later than 30 June 2017.
At the extraordinary general meeting of the Company on 20 October 2016, the Board of
Directors was authorised to increase the share capital of the Company by up to NOK
100,000 following the listing of the Shares on Oslo Børs. The authorization expires at the
annual general meeting in 2017 and in no event later than 30 June 2017.
At the extraordinary general meeting of the Company on 20 October 2016, the Board of
Directors was authorised to acquire own shares in the Company on behalf of the
Company with an aggregate nominal value of up to NOK 100,000. When acquiring own
shares the consideration per share may not be less than NOK 1 and may not exceed NOK
2. The authorisation expires on at the annual general meeting in 2017 and in no event
later than 30 June 2017.
13.8

Shareholder agreements

The existing shareholder agreement entered into between the Company's shareholders
will be terminated upon a successfully completion of the Listing.
13.9

The Articles of Association

The Company's Articles of Association are set out in Appendix A to this Prospectus. Below
is a summary of the provisions in the Articles of Association.
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13.9.1 Objective of the Company
The Company's purpose is to import, export, manufacture, store and distribute alcoholic
beverages and other goods, and other business activities in connection therewith,
including participation in other companies engaged in such activities.
13.9.2 Registered office
The Company's registered office is located in the municipality of Nittedal. General
Meeting can also be held in the municipality of Oslo.
13.9.3 Share capital and par value
The Company's share capital is NOK 1,000,000 divided on 50,000,000 shares, each with
a nominal value of NOK 0.02. The shares are registered in the VPS.
13.9.4 Board of Directors
The board of directors of the Company shall consist of at least three, but no more than
eight shareholder-elected board members, as adopted by the General Meeting. In
addition, Board Members are elected by and among the employees in accordance with
applicable company legislation.
13.9.5 Restrictions on transfer of Shares
There are no restrictions on transfer of shares
13.9.6 General meetings
The annual general meeting shall approve the annual accounts and annual report,
including distribution of dividend, and discuss and decide upon other matters that
according to law or the articles of association are to be decided upon by the general
meeting.
When documents concerning matters to be discussed at general meetings in the
Company have been made available to the shareholders on the Company’s web pages,
the Board of Directors may decide that the documents shall not be sent to the
shareholders. If so, a shareholder may demand that documents concerning matters to be
discussed at the general meeting be sent to him or her. The Company cannot demand
any form of compensation for sending the documents to the shareholders.
Shareholders may cast a written vote in advance in matters to be discussed at the
general meetings of the Company. Such votes may also be cast through electronic
communication. The access to cast votes in advance is subject to the presence of a safe
method of authenticating the sender. The Board of Directors decides whether such a
method exists before each individual general meeting. The notice of general meeting
must state whether votes in advance are permitted and which guidelines, if any, that
have been issued for such voting.
The notice of general meeting may state that shareholders wanting to attend the general
meeting must notify the Company thereof within a certain period. This period cannot
expire sooner than five days before the meeting.
13.9.7 Nomination committee
The Company shall have a nomination committee consisting of two to three members.
The members of the nomination committee shall be shareholders or representatives of
shareholders and will be elected by the general meeting.
The members of the nomination committee’s period of service shall be two years unless
the general meeting decides otherwise. The period of service commences from the time
of being elected unless otherwise decided. It terminates at the end of the annual general
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meeting of the year in which the period of service expires. Even if the period of service
has expired, the member must remain in his or her position until a new member has
been elected. The members of the nomination committee’s fees shall be determined by
the general meeting.
The nomination committee shall give the General Meeting its recommendations regarding
the election of board members to be elected by the shareholders, the board members’
fees, the election of members of the nomination committee and the members of the
nomination committee’s fees. The General Meeting may issue further guidelines for the
nomination committee’s work.
13.10

Certain aspects of Norwegian corporate law

13.10.1

The general meeting of the shareholders

Under Norwegian law, a company’s shareholders exercise supreme authority in the
company through the General Meeting.
In accordance with Norwegian law, the annual General Meeting of the Company’s
shareholders is required to be held each year on or prior to 30 June. The following
business must be transacted and decided at the annual General Meeting:


approval of the annual accounts and annual report, including the distribution of any
dividend;



the Board of Directors’ declaration concerning the determination of salaries and
other remuneration to senior executive officers;



any other business to be transacted at the General Meeting by law or in accordance
with the Company’s Articles of Association

In addition to the annual General Meeting, extraordinary General Meetings of
shareholders may be held if deemed necessary by the Board of Directors. An
extraordinary General Meeting must also be convened for the consideration of specific
matters at the written request of the Company’s auditors or shareholders representing a
total of at least 5% of the share capital.
Norwegian law requires that written notice of General Meetings needs be sent to all
shareholders whose addresses are known at least three weeks prior to the date of the
meeting. The notice shall set forth the time and date of the meeting and specify the
agenda of the meeting. It shall also name the person appointed by the Board of Directors
to open the meeting. A shareholder may attend General Meetings either in person or by
proxy. The Company will include a proxy form with its notices of General Meetings.
A shareholder is entitled to have an issue discussed at a General Meeting if such
shareholder provides the Board of Directors with notice of the issue within seven days
before the mandatory notice period, together with a proposal to a draft resolution or a
basis for putting the matter on the agenda.
The shareholders of the Company as of the date of the General Meeting are entitled to
attend the General Meeting. Pursuant to the Articles of Association, however, the
Company may stipulate a registration deadline which may not be earlier than five days
before the annual General Meeting in the notice of the annual General Meeting.
Shareholders who fail to register within any such registration deadline may be denied
access to the General Meeting.
13.10.2

Voting rights

Under Norwegian law and the Articles of Association, each Share carries one vote at
General Meetings of the Company. No voting rights can be exercised with respect to any
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treasury Shares held by the Company.
In general, decisions that shareholders are entitled to make under Norwegian law or the
Articles of Association may be made by a simple majority of the votes cast. In the case of
elections, the persons who obtain the most votes are elected. However, as required
under Norwegian law, certain decisions, including resolutions to set aside preferential
rights to subscribe in connection with any share issue, to approve a merger or demerger,
to amend the Company's articles of association, to authorise an increase or reduction in
the share capital, to authorise an issuance of convertible loans or warrants or to
authorise the board of directors to purchase shares and hold them as treasury shares or
to dissolve the Company, must receive the approval of at least two-thirds of the
aggregate number of votes cast as well as at least two-thirds of the share capital
represented at a General Meeting.
Norwegian law further requires that certain decisions, which have the effect of
substantially altering the rights and preferences of any Shares or class of Shares, receive
the approval by the holders of such Shares or class of Shares as well as the majority
required for amending the Articles of Association. Decisions that (i) would reduce the
rights of some or all shareholders in respect of dividend payments or other rights to
assets or (ii) restrict the transferability of shares, require that at least 90% of the share
capital represented at the general meeting of shareholders in question vote in favour of
the resolution, as well as the majority required for amending the articles of association.
Certain types of changes in the rights of shareholders require the consent of all
shareholders affected thereby as well as the majority required for amending the articles
of association. There are no quorum requirements for General Meetings.
In general, in order to be entitled to vote at a General Meeting, a shareholder must be
registered as the owner of Shares in the Company’s share register kept by the VPS.
Under Norwegian law, a beneficial owner of Shares registered through a VPS-registered
nominee may not be able to vote the beneficial owner’s Shares unless ownership is reregistered in the name of the beneficial owner prior to the relevant General Meeting.
Investors should note that there are varying opinions as to the interpretation of
Norwegian law in respect of the right to vote nominee-registered shares. In the
Company’s view, a nominee may not meet or vote for Shares registered on a nominee
account. A shareholder must, in order to be eligible to register, meet and vote for such
Shares at the General Meeting, transfer the Shares from the nominee account to an
account in the shareholder’s name. Such registration must appear from a transcript from
the VPS at the latest at the date of the General Meeting.
13.10.3

Additional issuances and preferential rights

If the Company issues any new Shares, including bonus shares (i.e. new Shares issued
by a transfer from funds that the Company is allowed to use to distribute dividend), the
Company’s articles of association must be amended, which requires the support of at
least (i) two thirds of the votes cast and (ii) two thirds of the share capital represented at
the relevant General Meeting.
In addition, under Norwegian law, the Company’s shareholders have a preferential right
to subscribe for the new Shares on a pro rata basis in accordance with their then-current
shareholdings in the Company. Preferential rights may be set aside by resolution in a
general meeting of shareholders passed by the same vote required to approve
amendments of the Articles of Association. Setting aside the shareholders’ preferential
rights in respect of bonus issues requires the approval of the holders of all outstanding
Shares.
The General Meeting of the Company may, in a resolution supported by at least (i) two
thirds of the votes cast and (ii) two thirds of the share capital represented at the relevant
General Meeting, authorise the Board to issue new Shares. Such authorisation may be
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effective for a maximum of two years, and the nominal value of the Shares to be issued
may not exceed 50% of the nominal share capital as at the time the authorisation is
registered with the Norwegian Register of Business Enterprises. The shareholders’
preferential right to subscribe for Shares issued against consideration in cash may be set
aside by the Board only if the authorisation includes the power for the Board to do so.
Any issue of Shares to shareholders who are citizens or residents of the United States
upon the exercise of preferential rights may require the Company to file a registration
statement in the United Stated under U.S. securities law. If the Company decides not to
file a registration statement, these shareholders may not be able to exercise their
preferential rights.
Under Norwegian law, bonus shares may be issued, subject to shareholder approval and
provided, amongst other requirements, that the transfer is made from funds that the
Company is allowed to use to distribute dividend. Any bonus issues may be effectuated
either by issuing Shares or by increasing the nominal value of the Shares outstanding. If
the increase in share capital is to take place by new Shares being issued, these new
Shares must be allocated to the shareholders of the Company in proportion to their
current shareholdings in the Company.
13.10.4

Minority rights

Norwegian law contains a number of protections for minority shareholders against
oppression by the majority, including but not limited to those described in this and
preceding and following paragraphs. Any shareholder may petition the courts to have a
decision of the Board of Directors or General Meeting declared invalid on the grounds
that it unreasonably favours certain shareholders or third parties to the detriment of
other shareholders or the Company itself. In certain grave circumstances, shareholders
may require the courts to dissolve the Company as a result of such decisions.
Shareholders holding in the aggregate 5% or more of the Company’s share capital have a
right to demand that the Company convenes an extraordinary General Meeting to discuss
or resolve specific matters. In addition, any of the Company’s shareholders may in writing
demand that the Company place an item on the agenda for any General Meeting as long
as the Company’s Board of Directors is notified within seven days before the deadline for
convening the General Meeting and the demand is accompanied with a proposed
resolution or a reason for why the item shall be on the agenda. If the notice has been
issued when such a written demand is presented, a renewed notice must be issued if the
deadline for issuing notice of the General Meeting has not expired.
13.10.5

Rights of redemption and repurchase of shares

The Company has not issued redeemable shares (i.e. shares redeemable without the
shareholder’s consent).
The Company’s share capital may be reduced by reducing the nominal value of the
Shares. According to the Norwegian Public Limited Liability Companies Act, such decision
requires the approval of at least two-thirds of the votes cast and share capital
represented at a General Meeting. Redemption of individual Shares requires the consent
of the holders of the Shares to be redeemed.
The Company may purchase its own Shares if an authorisation to the Board of Directors
to do so has been given by the shareholders at a General Meeting with the approval of at
least two-thirds of the aggregate number of votes cast and share capital represented.
The aggregate nominal value of treasury Shares so acquired may not exceed 10% of the
Company’s share capital, and treasury shares may only be acquired if the Company’s
distributable equity, according to the latest adopted balance sheet, exceeds the
consideration to be paid for the shares. The authorisation by the shareholders at the
General Meeting cannot be given for a period exceeding 18 months. A Norwegian public
limited liability company may not subscribe for its own shares.
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13.10.6

Shareholder vote on certain reorganisations

A decision to merge with another company or to demerge requires a resolution of the
Company’s shareholders at a General Meeting passed by at least (i) two-thirds of the
vost cast and (ii) two-thirds of the share capital represented at the General Meeting. A
merger plan, or demerger plan signed by the Board of Directors along with certain other
required documentation, would have to be sent to all the Company’s shareholders or
made available to the shareholders on the Company’s website, at least one month prior
to the General Meeting which will consider the proposed merger or demerger.
13.10.7

Liability of board members

Members of the Board of Directors owe a fiduciary duty to the Company and its
shareholders. Such fiduciary duty requires that the Board Members act in the best
interests of the Company when exercising their functions and exercise a general duty of
loyalty and care towards the Company. Their principal task is to safeguard the interests
of the Company.
Members of the Board of Directors may each be held liable for any damage they
negligently or wilfully cause the Company. Norwegian law permits the general meeting to
discharge any such person from liability, but such discharge is not binding on the
Company if substantially correct and complete information was not provided at the
general meeting of the Company’s shareholders passing upon the matter. If a resolution
to discharge the Company’s board members from liability or not to pursue claims against
such a person has been passed by a general meeting with a smaller majority than that
required to amend the Articles of Association, shareholders representing more than 10%
of the share capital or, if there are more than 100 shareholders, more than 10% of the
shareholders may pursue the claim on the Company’s behalf and in its name. The cost of
any such action is not the Company’s responsibility but can be recovered from any
proceeds the Company receives as a result of the action. If the decision to discharge any
of the Company’s Board Members from liability or not to pursue claims against the Board
Members is made by such a majority as is necessary to amend the Articles of
Association, the minority shareholders of the Company cannot pursue such claim in the
Company’s name.
13.10.8

Indemnification of board members

Neither Norwegian law nor the Articles of Association contains any provision concerning
indemnification by the Company of the Board of Directors. The Company is permitted to
purchase insurance for the Board Members against certain liabilities that they may incur
in their capacity as such.
13.10.9

Distribution of assets on liquidation

Under Norwegian law, a company may be liquidated by a resolution of the company’s
shareholders in a general meeting passed by the same vote as required with respect to
amendments to the articles of association. The shares rank equally in the event of a
return on capital by the Company upon liquidation or otherwise.
13.10.10 Compulsory acquisition
Pursuant to the Norwegian Public Limited Liability Companies Act and the Norwegian
Securities Trading Act, a shareholder who, directly or through subsidiaries, acquires
shares representing 90% or more of the total number of issued shares in a Norwegian
public limited company, as well as 90% or more of the total voting rights, has a right,
and each remaining minority shareholder of the issuer has a right to require such
majority shareholder, to effect a compulsory acquisition for cash of the shares not
already owned by such majority shareholder. Through such compulsory acquisition the
majority shareholder becomes the owner of the remaining shares with immediate effect.
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If a shareholder acquires shares representing 90% or more of the total number of issued
shares, as well 90% or more of the total voting rights, through a voluntary offer in
accordance with the Norwegian Securities Trading Act, a compulsory acquisition can,
subject to the following conditions, be carried out without such shareholder being obliged
to make a mandatory offer: (i) the compulsory acquisition is commenced no later than
four weeks after the acquisition of shares through the voluntary offer, (ii) the price
offered per share is equal to or higher than what the offer price would have been in a
mandatory offer, and (iii) the settlement is guaranteed by a financial institution
authorised to provide such guarantees in Norway.
A majority shareholder who effects a compulsory acquisition is required to offer the
minority shareholders a specific price per share, the determination of which is at the
discretion of the majority shareholder. However, where the offeror, after making a
mandatory or voluntary offer, has acquired 90% or more of the voting shares of an
issuer and a corresponding proportion of the votes that can be cast at the general
meeting, and the offeror pursuant to section 4-25 of the Norwegian Public Limited
Liability Companies Act completes a compulsory acquisition of the remaining shares
within three months after the expiry of the offer period, it follows from the Norwegian
Securities Trading Act that the redemption price shall be determined on the basis of the
offer price for the mandatory and/or voluntary offer unless specific reasons indicate that
another price is the fair price.
Should any minority shareholder not accept the offered price, such minority shareholder
may, within a specified deadline of not less than two months, request that the price be
set by a Norwegian court. The cost of such court procedure will, as a general rule, be the
responsibility of the majority shareholder, and the relevant court will have full discretion
in determining the consideration to be paid to the minority shareholder as a result of the
compulsory acquisition.
Absent a request for a Norwegian court to set the price, or any other objection to the
price being offered in a compulsory acquisition, the minority shareholders would be
deemed to have accepted the offered price after the expiry of the specified deadline for
raising objections to the price offered in the compulsory acquisition.
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14.

SECURITIES TRADING IN NORWAY

14.1

Introduction

Oslo Børs was established in 1819 and is the principal market in which shares, bonds and
other financial instruments are traded in Norway. Oslo Børs is operated by Oslo Børs
ASA, which also operates the regulated marketplace Oslo Axess.
Oslo Børs has entered into a strategic cooperation with the London Stock Exchange group
with regards to, inter alia, trading systems for equities, fixed income and derivatives.
14.2

Trading and settlement

Trading of equities on Oslo Børs is carried out in the electronic trading system Millenium
Exchange. This trading system was developed by the London Stock Exchange and is in
use by all markets operated by the London Stock Exchange as well as by the Borsa
Italiana and the Johannesburg Stock Exchange.
Official trading on Oslo Børs takes place between 09:00 hours (CET) and 16:20 hours
(CET) each trading day, with pre-trade period between 08:15 hours (CET) and 09:00
hours (CET), closing auction from 16:20 hours (CET) to 16:25 hours (CET) and a posttrade period from 16:25 hours (CET) to 17:30 hours (CET). Reporting of after exchange
trades can be done until 17:30 hours (CET).
The settlement period for trading on Oslo Børs is two trading days (T+2). This means
that securities will be settled on the investor’s account in the VPS two days after the
transaction, and that the seller will receive payment after two days.
Oslo Clearing ASA, a wholly-owned subsidiary SIX x-clear Ltd, a company in the Six
Group, has a license from the Norwegian FSA to act as a central clearing service, and has
from 18 June 2010 offered clearing and counterparty services for equity trading on Oslo
Børs.
Investment services in Norway may only be provided by Norwegian investment firms
holding a license under the Norwegian Securities Trading Act, branches of investment
firms from an EEA member state or investment firms from outside the EEA that have
been licensed to operate in Norway. Investment firms in an EEA member state may also
provide cross-border investment services into Norway.
It is possible for investment firms to undertake market-making activities in shares listed
in Norway if they have a license to this effect under the Norwegian Securities Trading
Act, or in the case of investment firms in an EEA member state, a license to carry out
market-making activities in their home jurisdiction. Such market-making activities will be
governed by the regulations of the Norwegian Securities Trading Act relating to brokers'
trading for their own account. However, market-making activities do not as such require
notification to the Norwegian FSA or Oslo Børs except for the general obligation of
investment firms being members of Oslo Børs to report all trades in stock exchange listed
securities.
14.3

Information, control and surveillance

Under Norwegian law, Oslo Børs is required to perform a number of surveillance and
control functions. The Surveillance and Corporate Control unit of Oslo Børs monitors
market activity on a continuous basis. Market surveillance systems are largely
automated, promptly warning department personnel of abnormal market developments.
The Norwegian FSA controls the issuance of securities in both the equity and bond
markets in Norway and evaluates whether the issuance documentation contains the
required information and whether it would otherwise be unlawful to carry out the
issuance. Under Norwegian law, a company that is listed on a Norwegian regulated
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market, or has applied for listing on such market, must promptly release any inside
information directly concerning the company (i.e. precise information about financial
instruments, the issuer thereof or other matters which are likely to have a significant
effect on the price of the relevant financial instruments or related financial instruments,
and which are not publicly available or commonly known in the market). A company may,
however, delay the release of such information in order not to prejudice its legitimate
interests, provided that it is able to ensure the confidentiality of the information and that
the delayed release would not be likely to mislead the public. Oslo Børs may levy fines on
companies violating these requirements.
14.4

The VPS and transfer of shares

The Company's shareholder register is operated through the VPS. The VPS is the
Norwegian paperless centralised securities register. It is a computerised bookkeeping
system in which the ownership of, and all transactions relating to, Norwegian listed
shares must be recorded. All transactions relating to securities registered with the VPS
are made through computerised book entries. No physical share certificates are, or may
be, issued. The VPS confirms each entry by sending a transcript to the registered
shareholder irrespective of any beneficial ownership. To give effect to such entries, the
individual shareholder must establish a share account with a Norwegian account agent.
Norwegian banks, authorised securities brokers in Norway and Norwegian branches of
credit institutions established within the EEA are allowed to act as account agents.
The entry of a transaction in the VPS is generally prima facie evidence in determining the
legal rights of parties as against the issuing company or any third party claiming an
interest in the given security.
The VPS is liable for any loss suffered as a result of faulty registration or an amendment
to, or deletion of, rights in respect of registered securities unless the error is caused by
matters outside the VPS’ control which the VPS could not reasonably be expected to
avoid or overcome the consequences of. Damages payable by the VPS may, however, be
reduced in the event of contributory negligence by the aggrieved party.
The VPS must provide information to the Norwegian FSA on an on-going basis, as well as
any information that the Norwegian FSA requests. Further, Norwegian tax authorities
may require certain information from the VPS regarding any individual’s holdings of
securities, including information about dividends and interest payments.
14.5

Shareholder register – Norwegian law

Under Norwegian law, shares are registered in the name of the beneficial owner of the
shares. As a general rule, there are no arrangements for nominee registration, and
Norwegian shareholders are not allowed to register their shares in the VPS through a
nominee. However, foreign shareholders may register their shares in the VPS in the
name of a nominee (bank or other nominee) approved by the Norwegian FSA. An
approved and registered nominee has a duty to provide information on demand about
beneficial shareholders to the issuer and to the Norwegian authorities. In case of
registration by nominees, the registration in the VPS must show that the registered
owner is a nominee. A registered nominee has the right to receive dividends and other
distributions but cannot vote on shares at general meetings on behalf of the beneficial
owners.
14.6

Foreign investment in Norwegian shares

Foreign investors may trade shares listed on Oslo Børs through any broker that is a
member of Oslo Børs, whether Norwegian or foreign.
14.7

Disclosure obligations

If a person's, entity's or consolidated group's proportion of the total issued shares and/or
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rights to shares in an issuer with its shares listed on a regulated market in Norway (with
Norway as its home state, which will be the case for the Company) reaches, exceeds or
falls below the respective thresholds of 5%, 10%, 15%, 20%, 25%, 1/3, 50%, 2/3 or
90% of the share capital or the voting rights of that issuer, the person, entity or group in
question has an obligation under the Norwegian Securities Trading Act to notify Oslo Børs
and the issuer immediately. The same applies if the disclosure thresholds are passed due
to other circumstances, such as a change in the Company's share capital.
14.8

Insider trading

According to Norwegian law, subscription for, purchase, sale or exchange of financial
instruments that are listed, or subject to the application for listing, on a Norwegian
regulated market, or incitement to such dispositions, must not be undertaken by anyone
who has inside information, as defined in section 3-2 of the Norwegian Securities Trading
Act. The same applies to the entry into, purchase, sale or exchange of options or
futures/forward contracts or equivalent rights whose value is connected to such financial
instruments or incitement to such dispositions.
14.9

Mandatory offer requirements

The Norwegian Securities Trading Act requires any person, entity or consolidated group
that becomes the owner of shares representing more than one-third of the voting rights
of a Norwegian issuer with its shares listed on a Norwegian regulated market to, within
four weeks, make an unconditional general offer for the purchase of the remaining shares
in that issuer. A mandatory offer obligation may also be triggered where a party acquires
the right to become the owner of shares that, together with the party's own
shareholding, represent more than one-third of the voting rights in the issuer and Oslo
Børs decides that this is regarded as an effective acquisition of the shares in question.
The mandatory offer obligation ceases to apply if the person, entity or consolidated group
sells the portion of the shares that exceeds the relevant threshold within four weeks of
the date on which the mandatory offer obligation was triggered.
When a mandatory offer obligation is triggered, the person subject to the obligation is
required to immediately notify Oslo Børs and the issuer in question accordingly. The
notification is required to state whether an offer will be made to acquire the remaining
shares in the issuer or whether a sale will take place. As a rule, a notification to the effect
that an offer will be made cannot be retracted. The offer is subject to approval by Oslo
Børs before the offer is submitted to the shareholders or made public.
The offer price per share must be at least as high as the highest price paid or agreed to
be paid by the offeror for the shares in the six-month period prior to the date the
threshold was exceeded. If the acquirer acquires or agrees to acquire additional shares at
a higher price prior to the expiration of the mandatory offer period, the acquirer is
required to restate its offer at such higher price. A mandatory offer must be in cash or
contain a cash alternative at least equivalent to any other consideration offered.
In case of failure to make a mandatory offer or to sell the portion of the shares that
exceeds the relevant mandatory offer threshold within four weeks, Oslo Børs may force
the acquirer to sell the shares exceeding the threshold by public auction. Moreover, a
shareholder who fails to make an offer may not, as long as the mandatory offer
obligation remains in unfulfilled, exercise rights in the issuer, such as voting on shares at
general meetings of the issuer's shareholders, without the consent of a majority of the
remaining shareholders. The shareholder may, however, exercise its rights to dividends
and pre-emption rights in the event of a share capital increase. If the shareholder
neglects his duty to make a mandatory offer, Oslo Børs may impose a cumulative daily
fine that accrues until the circumstance has been rectified.
Any person, entity or consolidated group that owns shares representing more than one-
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third of the votes in a Norwegian issuer with its shares listed on a Norwegian regulated
market is required to make an offer to purchase the remaining shares of the issuer
(repeated offer obligation) if the person, entity or consolidated group through acquisition
becomes the owner of shares representing 40% or more of the votes in the issuer. The
same applies correspondingly if the person, entity or consolidated group through
acquisition becomes the owner of shares representing 50% or more of the votes in the
issuer. The mandatory offer obligation ceases to apply if the person, entity or
consolidated group sells the portion of the shares which exceeds the relevant threshold
within four weeks of the date on which the mandatory offer obligation was triggered.
Any person, entity or consolidated group that has passed any of the above mentioned
thresholds in such a way as not to trigger the mandatory bid obligation, and has
therefore not previously made an offer for the remaining shares in the company in
accordance with the mandatory offer rules is, as a main rule, required to make a
mandatory offer in the event of a subsequent acquisition of shares in the company.
Should any minority shareholder not accept the offered price, such minority shareholder
may, within a specified deadline of not less than two months, request that the price be
set by a Norwegian court. The cost of such court procedure will, as a general rule, be the
responsibility of the majority shareholder, and the relevant court will have full discretion
in determining the consideration to be paid to the minority shareholder as a result of the
compulsory acquisition.
Absent a request for a Norwegian court to set the price, or any other objection to the
price being offered in a compulsory acquisition, the minority shareholders would be
deemed to have accepted the offered price after the expiry of the specified deadline for
raising objections to the price offered in the compulsory acquisition.
14.10

Foreign exchange controls

There are currently no foreign exchange control restrictions in Norway that would
potentially restrict the payment of dividends to a shareholder outside Norway, and there
are currently no restrictions that would affect the right of shareholders of a Norwegian
issuer who are not residents in Norway to dispose of their shares and receive the
proceeds from a disposal outside Norway. There is no maximum transferable amount
either to or from Norway, although transferring banks are required to submit reports on
foreign currency exchange transactions into and out of Norway into a central data
register maintained by the Norwegian customs and excise authorities. The Norwegian
police, tax authorities, customs and excise authorities, the National Insurance
Administration and the Norwegian FSA have electronic access to the data in this register.
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15.

TAXATION

The following is a summary of certain Norwegian tax considerations relevant to the
acquisition, ownership and disposition of shares by holders that are residents of Norway
for purposes of Norwegian taxation ("Resident Shareholders") and holders that are not
residents of Norway for such purposes ("Non-resident Shareholders").
The summary is based on applicable Norwegian laws, rules and regulations in force as at
the date of this Prospectus. Such laws, rules and regulations and related tax practice and
interpretation may be subject to changes, possibly on a retroactive basis. The summary
is of a general nature and does not purport to be a comprehensive description of all the
tax considerations that may be relevant to the shareholders and does not address foreign
tax consequences.
Please note that special rules apply for shareholders that cease to be tax resident in
Norway or that for some reason are no longer considered taxable to Norway in relation to
their shareholding.
Each shareholder should consult with and rely upon their own tax adviser to determine
the particular tax consequences for him or her and the applicability and effect of any
Norwegian or foreign tax laws and possible changes in such laws.
For the purpose of the summary below, a reference to a Norwegian or foreign
shareholder or company refers to tax residency rather than nationality.
15.1

Taxation of dividends

15.1.1 Resident corporate shareholders
Resident Shareholders being corporations (i.e. limited liability companies, mutual funds,
savings banks, mutual insurance companies or similar entities resident in Norway for tax
purposes) are generally exempt from tax on dividends received on shares in Norwegian
limited liability companies, pursuant to the participation exemption (Norwegian:
"Fritaksmetoden"). However, 3% of dividend income is generally deemed taxable as
general income at a flat rate of 25%, implying that dividends distributed from the
Company to Resident Shareholders being corporations are effectively taxed at a rate of
0.175%.
15.1.2 Resident personal shareholders
Resident Shareholders being natural persons are in general tax liable to Norway for their
worldwide income. For Resident Shareholders being natural persons any dividends are
taxable to the extent that it exceeds unused statutory tax-free allowance (Norwegian:
"Skjermingsfradrag"), then multiplied with a factor of 1.15 and taxed as ordinary income
at a flat tax rate of 25%. This gives an effective tax rate of 28.75%. In the state budget
for 2017, the effective tax rate is proposed increased to 29.76% (factor increased to 1.24
and tax rate reduced to 24%).
The tax-free allowance is calculated on a share-by-share basis, and the allowance for
each share is equal the cost price of the share multiplied by a determined risk-free
interest rate based on the effective rate after tax of interest on Norwegian treasury bills
(Norwegian: "Statskasseveksler") with three months maturity. The allowance is allocated
to the shareholder owning the pertinent share on 31 December in the relevant income
year. Resident Shareholders being natural persons who transfer shares during an income
year will thus not be entitled to deduct any calculated allowance related to the year of
transfer. The Directorate of Taxes announces the risk free-interest rate in January the
year after the income year. The risk-free interest rate for 2015, was 0.6%. The risk free
interest rate for 2016 will be published mid-January 2017.
Any part of the calculated allowance one year exceeding dividends distributed on the
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same share ("excess allowance") can be carried forward and set off against future
dividends received on, or capital gains upon realization of the same share. Furthermore,
excess allowance can be added to the cost price of the share and included in the basis for
calculating the allowance on the same share the following year.
15.1.3 Non-resident Shareholders
Dividends distributed to Non-resident Shareholders are in general subject to withholding
tax at a rate of 25%, unless otherwise provided for in an applicable tax treaty or the
recipient is covered by the Norwegian participation exemption for corporate shareholders
tax-resident within the EEA (see the section below for more information on the EEA
exemption). The company distributing the dividend is responsible for the withholding.
Norway has entered into tax treaties with more than 80 countries. In most tax treaties
the withholding tax rate is reduced to 15%.
In accordance with the present administrative system in Norway, the Norwegian
distributing company will normally withhold tax at the regular rate or reduced rate
according to an applicable tax treaty, based on the information registered with the VPS
with regard to the tax residence of the Non-resident Shareholder. Dividends paid to Nonresident Shareholders in respect of nominee-registered shares will be subject to
withholding tax at the general rate of 25% unless the nominee, by agreeing to provide
certain information regarding beneficial owners, has obtained approval for a reduced or
zero rate from the Central Office for Foreign Tax Affairs ("COFTA") (Norwegian:
"Sentralskattekontoret for utenlandssaker").
Non-resident Shareholders who are exempt from withholding tax and shareholders who
have been subject to a higher withholding tax than applicable in the relevant tax treaty,
may apply to the Norwegian tax authorities for a refund of the excess withholding tax.
The application is to be filed with COFTA.
If a Non-resident Shareholder is engaged in business activities in Norway, and the shares
are effectively connected with such business activities, dividends distributed to such
shareholder will generally be subject to the same taxation as that of Resident
Shareholders, cf. the description of tax issues related to Resident Shareholders above.
Non-resident Shareholders should consult their own advisers regarding the availability of
treaty benefits in respect of dividend payments, including the ability to effectively claim
refunds of withholding tax.
15.1.4 Non-resident Shareholders tax-resident within the EEA
Non-resident Shareholders who are natural persons tax-resident within the EEA
("Foreign EEA Personal Shareholders") are upon request entitled to a deductible taxfree allowance (cf. above). The shareholder shall pay the lesser amount of (i) withholding
tax according to the rate in an applicable tax treaty or (ii) withholding tax at 25% of
taxable dividends after allowance. Foreign EEA Personal Shareholders may carry forward
any unused allowance, if the allowance exceeds the dividends.
Non-resident Shareholders that are corporations tax-resident within the EEA for tax
purposes ("Foreign EEA Corporate Shareholders") are exempt from Norwegian tax on
dividends distributed from Norwegian limited liability companies pursuant to the
Norwegian participation exemption method, provided that the Foreign EEA Corporate
Shareholder in fact is genuinely established within the EEA and performs real economic
activity there.
15.2

Taxation upon realization of shares

15.2.1 Resident corporate Shareholders
Norwegian Shareholders who are corporations are generally exempt from tax on capital
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gains upon the realization of shares in Norwegian limited liability companies pursuant to
the Norwegian participation exemption method. Losses upon the realization and costs
incurred in connection with the purchase and realization of such shares are not
deductible for tax purposes.
15.2.2 Resident personal Shareholders
Resident l Shareholders who are natural persons are taxable in Norway for capital gains
upon the realization of shares, and have a corresponding right to deduct losses that arise
upon such realization. The tax liability applies irrespective of time of ownership and the
number of shares realised. Gains and losses are multiplied with a factor of 1.15 and then
taxed as ordinary income at a flat tax rate of 25%. This gives an effective tax rate of
28.75%. In the state budget for 2017, the effective tax rate is proposed increased to
29.76% (factor increased to 1.24 and tax rate reduced to 24%).
The taxable gain or loss is calculated per share as the difference between the
consideration received and the cost price of the share, including any costs incurred in
relation to the acquisition or realization of the share. Any unused tax-free allowance on a
share (ref. above) may be set off against capital gains related to the realization of the
same share, but may not lead to or increase a deductible loss i.e. any unused allowance
exceeding the capital gain upon the realization of the share will be lost. Furthermore,
unused allowance may not be set off against gains from realization of other shares.
If a Shareholder disposes of shares acquired at different times, the shares that were first
acquired will be deemed as first sold (the FIFO-principle) when calculating a taxable gain
or loss.
15.2.3 Non-resident Shareholders
As a general rule, capital gains generated by Non-resident Shareholders are not taxable
in Norway unless
(i)

the shares are effectively connected with business activities carried out or
managed in Norway (in which case capital gains will generally be subject to the
same taxation as that of Norwegian Shareholders, cf the description of tax issues
related to Resident Shareholders above), or

(ii)

the shares are held by an individual who has been a resident of Norway for tax
purposes with unsettled/postponed exit tax calculated on the shares at the time of
cessation as Norwegian tax resident.

15.3

Net wealth tax

Norwegian limited liability companies and certain similar entities are exempt from
Norwegian net wealth tax.
For other resident Shareholders (i.e. Shareholders who are natural persons), the shares
will form part of the basis for the calculation of net wealth tax. The current marginal net
wealth tax rate is 0.85% of taxable values.
Listed shares are valued at 100% of their quoted value on 1 January in the tax
assessment year (the year following the income year).
15.4

Inheritance tax

Norway does not impose inheritance or gift tax. However, the heir acquires the donor's
tax input value of the shares based on principles of continuity. Thus, the heir will be
taxable for any increase in value in the donor's ownership, at the time of the heir's
realization of the shares. However, the principles of continuity only apply if the donor was
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taxable in Norway. In the case of gifts distributed to other persons than heirs according
to law or testament, the recipient will be able to revalue the received shares to market
value. The same apply if the recipient receives shares from a foreign donor and the
assets are included in the Norwegian tax jurisdiction.
15.5

Stamp duty

There is currently no Norwegian stamp duty or transfer tax on the transfer or issuance of
shares.
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16.

THE TERMS OF THE OFFERING

This Section 16, "The Terms of the Offering", sets out the terms and conditions pursuant
to which all orders/applications for Offer Shares in the Offering are made. Investing in
the Offer Shares involves inherent risks. In making an investment decision, each investor
must rely on its own examination, analysis of and enquiry into the Company and the
terms of the Offering, including the merits and risks involved. None of the Company, the
Selling Shareholders or the Joint Global-Coordinators, or any of their respective
representatives or advisers, are making any representation to any offeree or purchaser of
the Offer Shares regarding the legality or suitability of an investment in the Offer Shares
by such offeree or purchaser under the laws applicable to such offeree or purchaser. Each
investor should consult with his or her own advisors as to the legal, tax, business,
financial and related aspects of a purchase of the Offer Shares. This Section should be
read in conjunction with the other parts of this Prospectus and in particular Section 2
"Risk factors".
16.1

Background of the Offering and the Listing

The Listing is an important element in the Company's strategy. Through the Listing, the
Company aims to provide a regulated marketplace for trading of its Shares. In addition,
the Company believes that the Listing will help to further strengthen the Group's profile
in the markets in which it operates.
The primary purpose of the Offering is to broaden the Company's shareholder structure
and to strengthen the strategic and financial position of the Company.
The Offer Shares are all of the same class and will have ISIN NO 001 0776875. The Offer
Shares will be offered and admitted to trading in Norwegian Kroner (NOK).
16.2

Use of proceeds

Subject to the completion of the Offering, the Company will receive gross proceeds of up
to NOK 775 million through issuance of the New Shares. With the Company’s current
estimate of listing costs as further described in Section 16.20, "Expenses related to the
Offering", the Company estimates net proceeds from the Offering up to approximately
NOK 740 million.
Assuming that the Company raises net proceeds of NOK 740 million in the Offering, the
net proceeds will be used as follows:
(i)

NOK 225 million will be used to repay the Factoring Agreement, as further
described in Section 10.6 “Financing”;
(ii) NOK 165 million will be used to repay secured but unguaranteed non-current
liabilities to financial institutions, as further described in Section 10.6 “Financing”
(iii) NOK 107 million is used to repay secured but unguaranteed non-current
liabilities to financial institutions (net of repayment of the non-current liabilities
to financial institutions in place before the offering of NOK 786 million,
repayment of an interest swap of NOK 12 million and the unsecured and
unguaranteed Term Facility of NOK 692 million adjusted for arrangement fee), as
further described in Section 10.6 “Financing”;
(iv) NOK 61 million is used to repay a secured but unguaranteed bank overdraft
facility (net of repayment of the revolving credit facility in place before the
Offering and the drawing of the Revolving Facility of NOK 112 million), as further
described in Section 10.6 “Financing”;
(v)
NOK 181 million will be used to cash settle the Minority Options and the
Synthetic Shares and Synthetic Options, whereof NOK 57 million is related to
the Minority Options and NOK 124 million is related to the Synthetic Shares
and Synthetic Options, as further described in Section 10.7.2 “Other
contractual cash obligations” and Section 8 “Capitalisation and
indebedtedness”.
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Assuming that the Company raises net proceeds of NOK 601 million, the Revolving
Facility will be drawn with an additional NOK 136 million. All other uses would be similar
to uses set out above.
16.3

Offering

The Offering consists of (i) a primary offering of New Shares, each with a par value of
NOK 0.02, to raise gross proceeds of up to NOK 775 million and (ii) an offer of up to 18.1
million Sale Shares, all of which are existing, validly issued and fully paid-up registered
Shares with a par value of NOK 0.02, offered by the Selling Shareholders, as further
described in Section 16.4 "The Selling Shareholders" below.
In addition, the Principal Shareholder has an option to sell additional Sale Shares up to
20% of the number of New Shares and the up to 18.1 million Sale Shares.
In addition, the Joint Global Coordinators may elect to over-allot a number of Additional
Shares, equalling up to approximately 15% of the Offer Shares. The Principal
Shareholder has granted to the Joint Global Coordinators (i) an Over-Allotment Option,
which may be exercised on behalf of the Joint Global Coordinators by ABGSC as
Stabilisation Manager, to borrow a corresponding number of additional Shares to cover
any such allotment and (ii) the Greenshoe Option which may be used to acquire up to
such number of additional Shares in order to re-deliver the borrowed Shares. Assuming
the Offer Price is set at the mid-point of the Indicative Price Range, the maximum
number of Sale Shares and Additional Shares are sold, the Offering will amount up to
50,447,829 Offer Shares, representing up to 73.7% of the Shares in issue following the
Offering.
The Offering will comprise of:
i.

The Institutional Offering, in which Offer Shares are being offered (i) to
institutional and professional investors in Norway, (ii) to investors outside Norway
and the United States pursuant to applicable exemptions from local prospectus
requirements and other filing requirements, and (iii) in the United States to a
limited number of QIBs in reliance on Rule 144A under the U.S Securities Act. The
Institutional Offering is subject to a lower limit per application of NOK 2,000,000.

ii.

The Retail Offering, in which Offer Shares are being offered to the public in
Norway, subject to a lower limit per application of NOK 10,500 and an upper limit
per application of NOK 1,999,999 for each investor. Investors who intend to place
an order in excess of NOK 1,999,999 must do so in the Institutional Offering.
Multiple applications by one applicant in the Retail Offering will be treated as one
application with respect to the maximum application limit.

iii.

The Employee Offering, in which Offer Shares are being offered to Eligible
Employees (as defined herein). Eligible Employees participating in the Employee
Offering will receive full allocation for any application. Each Eligible Employee,
other than employees participating in the Company's new co-investment and
share matching program, will receive a 20% discount on the aggregate amount
payable for the Offer Shares allocated to such employee, subject to a maximum
discount of NOK 1,500. Multiple applications by one applicant in the Employee
Offering will be treated as one application with respect to the maximum
application limit, the guaranteed allocation and the discount.
Subject to applicable laws, (i) all permanent employees, as of the last day of the
Application Period, of the Group and (ii) members of the Board of Directors
(“Eligible Employees”) are eligible for participation in the Employee Offering.

All offers and sales in the United States will be made only to QIBs in reliance on Rule
144A or pursuant to another exemption from the registration requirements of the U.S.
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Securities Act. All offers and sales outside the United States will be made in compliance
with Regulation S.
This Prospectus does not constitute an offer of, or an invitation to purchase, the Offer
Shares in any jurisdiction in which such offer or sale would be unlawful. For further
details, see the "Important Information" at the beginning of the Prospectus and Section
17 "Selling and Transfer Restrictions".
16.4

The Selling Shareholders

The shareholders listed below are offering to sell up to 18.1 million Sale Shares in the
Company though the Offering.
Selling Shareholders

Business address

Ratos AB

Drottninggatan 2, 111 96,
Stockholm

Hoff SA

Bryggevegen
Gjøvik

c/o Sverre Refsum, Mogens
Thorsens gate 13, 0264
Oslo

394,050

Brink Invest AS

Velliveien 26A, 1358 Jar

137,918

3-5,

Maximum
number
of
Sale Shares to be sold

2821

13,900,000
1,648,500

Janska Invest AS

Bærum

Pilegården AS

v/Kragerud, Slemdalsveien
81C, 0373 Oslo

236,430

Olsbø Invest AS

Tonsenveien
Oslo

0587

256,125

Birgitta S. Göransson

Barnänggatan 66, S-11641
Stockholm

328,350

Stefan Elving

Grönviksvägen 49, 16771
Bromma, Sverige

315,250

Henning Øglænd

Guldbergsvei 6, 0375 Oslo

294,050

KM Holding AS

Strømstangveien 40, 1367
Snarøya

262,700

Kaare Frydenberg

Bekkestuveien
Bekkestua

135,000

Gro Myking

Mellemveien 5, 1363 Høvik

Frithjof Nicolaysen

Huitfelds Gate 8 A, 0253
Oslo

16,730

Claes Strømbom

Granstubben
10,
Skedsmokorset

11,025

Halvor Heuch

Villaveien 34, 0371 Oslo

20C,

14,

1357

2020

157,600

10,290

In addition to the up to 18.1 million Sale Shares that will be offered, the Principal
Shareholder has an option to sell additional Sale Shares up to 20% of the number of New
Shares and the up to 18.1 million Sale Shares. The Joint Global Coordinators may also
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elect to over-allot a number of Additional Shares, equalling up to approximately 15% of
the Offer Shares. Such Additional Shares will be made available by the Principal
Shareholder.
The primary offering of New Shares shall take precedence over the sale of Sale Shares.
The final number and allocation between the Selling Shareholders of Sale Shares to be
sold in the Offering will be determined by the Principal Shareholder and the Board of
Directors after consultations with the Joint Global Coordinaters, following expiry of the
Bookbuilding Period.
Ratos AB is a Swedish private equity company listed on the Stockholm Stock Exchange.
Hoff SA is a potato processing co-operative located in Gjøvik. All the other Selling
Shareholders are current or former employees or board members of the Group.
16.5

Timetable

The timetable set out below provides certain indicative key dates for the Offering (subject
to shortening or extensions):
Bookbuilding Period commences .................................................................
21 November 2016 at 09:00 hours
Bookbuilding Period ends ...........................................................................
29 November 2016 at 14:00 hours
Application Period commences ...................................................................
21 November 2016 at 09:00 hours
Application Period ends .............................................................................
29 November 2016 at 12:00 hours
Allocation of the Offer Shares .....................................................................
29 November 2016
Publication of the results of the Offering ......................................................
On or about 30 November 2016
Distribution of allocation notes ...................................................................
On or about 30 November 2016
Registration of the capital increase .............................................................
On or about 30 November 2016
Accounts from which payment will be debited in the Retail
Offering and the Employees Offering to be sufficiently funded ........................
On 1 December 2016
Listing and commencement of trading in the Shares .....................................
On or about 1
OnDecember
or about [1
2016
Payment Date in the Retail and the Employee Offering ..................................
On 2 December 2016

CET
CET
CET
CET

Payment Date and delivery of the Offer Shares in the
Institutional Offering .................................................................................
On or about 2 December 2016
Delivery of the Offer Shares in the Retail and the Employee
Offering ..................................................................................................
On or about 5 December 2016

Note that the Company, the Principal Shareholder and the Joint Global Coordinators
reserve the right to shorten or extend the Bookbuilding Period and/or the Application
Period. In the event of a shortening or an extension of the Bookbuilding Period and/or
the Application Period, the allocation date, the payment due dates and the dates of
delivery of Offer Shares will be changed accordingly, but the date of the Listing and
commencement of trading on Oslo Børs may in the event of a shortening of the period
not necessarily be changed.
16.6

Resolutions relating to the offering and the issue of the New Shares

On 20 October 2016, the Company's extraordinary general meeting passed the following
resolution:
Authorization to the board of directors to increase the Company's share capital
in connection with the listing of the Company's shares
(i)
The board of directors is authorized pursuant to the Norwegian Private Norwegian
Limited Liability Companies Act section 10-14 to increase the Company’s share capital by
up to NOK 400,000. Subject to this aggregate amount limitation, the authority may be
used on more than one occasion.
(ii) The authorization may only be used to issue shares in connection with the listing of
the Company's shares on Oslo Børs/Oslo Axess, including the issuing of shares in
connection with reinvestment related to cash redemption of synthetic shares/options.
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(iii) The authority shall remain in force until the annual general meeting in 2017, but in
no event later than 30 June 2017.
(iv) The pre-emptive rights of the shareholders under section 10-4 of the Private
Norwegian Limited Liability Companies Act may be set aside.
(v) The authority covers capital increases against contributions in cash and
contributions other than in cash. The authority covers the right to incur special
obligations for the Company, ref. section 10-2 of the Private Norwegian Limited Liability
Companies Act.
The board of directors of the Company will formally resolve to complete the Offer based
on the authorisation given above on or about 29 November 2016. When resolving the
capital increase pertaining to the Offering, the Company will deviate from the existing
shareholders' pre-emptive rights as the purpose of the Offering is to satisfy the Oslo
Børs' listing requirements of at least 500 shareholders holding shares with a value of at
least NOK 10.000 and a spread of at least 25%.
16.7

The Institutional Offering

16.7.1 Determination of the number of Offer Shares and the Offer Price
The Company and the Principal Shareholder have, together with the Joint Bookrunners,
set an Indicative Price Range for the Offering from NOK 39 to NOK 45 per Offer Share.
The Principal Shareholder and the Company, in consultation with the Joint Bookrunners,
will determine the number of Offer Shares and the Offer Price on the basis of the
applications received and not withdrawn in the Institutional Offering during the
Bookbuilding Period and the number of applications received in the Retail Offering and
the Employee Offering. The Offer Price will be determined on or about 29 November
2016. The Offer Price may be set within, below or above the Indicative Price Range.
Investors’ applications for Offer Shares in the Institutional Offering will, after the end of
the Bookbuilding Period, be irrevocable and binding regardless of whether the Offer Price
is set within, above or below the Indicative Price Range. The final Offer Price is expected
to be announced by the Company through Oslo Børs' information system on or about 30
November 2016 under the ticker code "ARCUS".
16.7.2 Bookbuilding Period
The Bookbuilding Period for the Institutional Offering will last from 21November 2016 at
9:00 hours (CET) to 29 November 2016 at 14:00 hours (CET), unless shortened or
extended.
The Principal Shareholder and the Company, in consultation with the Joint Global
Coordinators, may shorten or extend the Bookbuilding Period at any time, on one or
several occasions. The Bookbuilding Period may in no event expire prior to 12:00 hours
(CET) on 25 November 2016 or be extended beyond 17:30 hours (CET) on 6 December
2016. In the event of a shortening or an extension of the Bookbuilding Period, the
allocation date, the payment due date and the date of delivery of Offer Shares will be
changed accordingly, but the date of the Listing and commencement of trading on Oslo
Børs may in the event if a shortening of the Bookbuilding Period not necessarily be
changed. This implies that Offer Shares will not be delivered later than 9 December 2016
if the Bookbuilding Period is extended to 6 December 2016.
16.7.3 Minimum application
The Institutional Offering is subject to a minimum application of NOK 2,000,000 per
application. Investors in Norway who intend to place an application for less than NOK
2,000,000 must do so in the Retail Offering.
16.7.4 Application procedure
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Applications for Offer Shares in the Institutional Offering must be made during the
Bookbuilding Period by informing one of the Joint Bookrunners shown below of the
number of Offer Shares that the investor wishes to order, and the price per share that
the investor is offering to pay for such Offer Shares.
ABG Sundal Collier ASA
Munkedamsveien 45D
P.O. Box 1444 Vika
N-0115 Oslo
Norway
Phone: + 47 22 01 60 00
Fax: + 47 22 01 60 62
Email: subscription@abgsc.no
www.abgsc.no

Skandinaviska Enskilda Banken AB (Publ) Oslo Branch
Filipstad Brygge 1
P.O. Box 1843 Vika
N-0123 Oslo
Norway
Phone: + 47 22 82 70 00
Fax: + 47 21 00 89 62
Email: subscription@seb.no
www.seb.no

Carnegie AS
Grundingen 2 P.O. Box 684 Sentrum
N-0106 Oslo
Norway
Phone: +47 22 00 93 60
Fax: +47 22 00 94 00
Email: subscriptions@carnegie.no
www.carnegie.no

All applications in the Institutional Offering will be treated in the same manner regardless
of which Joint Bookrunner the applicant chooses to place the application with. Any orally
placed application in the Institutional Offering will be binding upon the investor and
subject to the same terms and conditions as a written application. The Joint Bookrunners
may, at any time and in their sole discretion, require the investor to confirm any orally
placed application in writing. Applications made may be withdrawn or amended by the
investor at any time up to the end of the Bookbuilding Period. At the close of the
Bookbuilding Period, all applications in the Institutional Offering that have not been
withdrawn or amended are irrevocable and binding upon the investor.
16.7.5 Allocation, payment for and delivery of Offer Shares
The Joint Bookrunners expect to issue notifications of allocation of Offer Shares in the
Institutional Offering on or about 30 November 2016, by issuing contract notes to the
applicants by mail or otherwise.
Payment by applicants in the Institutional Offering will take place against delivery of
Offer Shares. Delivery and payment for Offer Shares is expected to take place on or
about 2 December 2016.
For late payment, interest will accrue on the amount due at a rate equal to the prevailing
interest rate under the Norwegian Act on Overdue Payment of 17 December 1976 no.
100, which, at the date of this Prospectus, is 8.50% per annum. Should payment not be
made when due, the Offer Shares allocated will not be delivered to the applicants, and
the Joint Bookrunners reserve the right, at the risk and cost of the applicant, to cancel
the application and to re-allot or otherwise dispose of the allocated Offer Shares on such
terms and in such manner as the Joint Bookrunners may decide (and the applicant will
not be entitled to any profit). The original applicant remains liable for payment for the
Offer Shares allocated to the applicant, together with any interest, cost, charges and
expenses accrued, and the Joint Bookrunners may enforce payment of any such amount
outstanding.
16.8

The Retail Offering

16.8.1 Offer Price
The price for the Offer Shares offered in the Retail Offering will be the same as in the
201

Institutional Offering, see Section 16.7.1 "Determination of the number of Offer Shares
and the Offer Price".
Each applicant in the Retail Offering will be permitted, but not required, to indicate when
ordering through the VPS online application system or on the application form to be used
to apply for Offer Shares in the Retail Offering, attached to this Prospectus as Appendix C
(the "Retail Application Form"), that the applicant does not wish to be allocated Offer
Shares should the Offer Price be set higher than the highest price in the Indicative Price
Range (i.e. NOK 45 per Offer Share). If the applicant does so, the applicant will not be
allocated any Offer Shares in the event that the Offer Price is set higher than the highest
price in the Indicative Price Range. If the applicant does not expressly stipulate such
reservation when ordering through the VPS online application system or on the Retail
Application Form, the application will be binding regardless of whether the Offer Price is
set within or above (or below) the Indicative Price Range, as long as the Offer Price has
been determined on the basis of orders placed during the bookbuilding process described
above.
16.8.2 Application Period
The Application Period during which applications for Offer Shares in the Retail Offering
will be accepted will last from 21 November 2016 at 9:00 hours (CET) to 29 November
2016 at 12:00 hours (CET), unless shortened or extended. The Principle Shareholder and
the Company, in consultation with the Joint Global Coordinators, may shorten or extend
the Application Period at any time, and extension may be made on one or several
occasions. The Application Period may in no event expire prior to 12:00 hours (CET) on
25 November 2016 or be extended beyond 17:30 hours (CET) on 6 December 2016. In
the event of a shortening or an extension of the Application Period, the allocation date,
the payment due date and the date of delivery of the Offer Shares will be changed
accordingly, but the date of the Listing and commencement of trading on Oslo Børs may
in the event if a shortening of the Application not necessarily be changed. This implies
that Offer Shares will not be delivered later than 12 December 2016 if the Application
Period is extended to 6 December 2016.
16.8.3 Minimum and maximum application
The Retail Offering is subject to a minimum application of NOK 10,500 and a maximum
application of NOK 1,999,999 for each applicant.
Multiple applications are allowed. One or multiple applications from the same applicant in
the Retail Offering with a total application amount in excess of NOK 1,999,999 will be
adjusted downwards to an application amount of NOK 1,999,999. If two or more identical
application forms are received from the same investor, the application form will only be
counted once unless otherwise explicitly stated on one of the application forms. In the
case of multiple applications through the online application system or applications made
both on a physical application form and through the online application system, all
applications will be counted. Investors who intend to place an order in excess of NOK
1,999,999 must do so in the Institutional Offering.
16.8.4 Application procedures and application offices
Norwegian applicants in the Retail Offering who are residents of Norway with a
Norwegian personal identification number are recommended to apply for Offer Shares
through the VPS online application system by following the link to such online application
system on the following websites: www.abgsc.no, www.seb.no and www.carnegie.no.
Applicants in the Retail Offering not having access to the VPS online application system
must apply using the Retail Application Form attached to this Prospectus as Appendix C
"Application Form for the Retail Offering". Retail Application Forms, together with this
Prospectus, can be obtained from the Company, the Joint Bookrunners’ websites listed
above or the application offices set out below. Applications made through the VPS online
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application system must be duly registered during the Application Period.
The application offices for physical applications in the Retail Offering are:
ABG Sundal Collier ASA
Munkedamsveien 45D
P.O. Box 1444 Vika
N-0115 Oslo
Norway
Phone: + 47 22 01 60 00
Fax: + 47 22 01 60 62
Email: subscription@abgsc.no
www.abgsc.no

Skandinaviska Enskilda Banken AB (Publ) Oslo Branch
Filipstad Brygge 1
P.O. Box 1843 Vika
N-0123 Oslo
Norway
Phone: + 47 22 82 70 00
Fax: + 47 21 00 89 62
Email: subscription@seb.no
www.seb.no

Carnegie AS
Grundingen 2
P.O. Box 684 Sentrum
N-0106 Oslo
Norway
Phone: +47 22 00 93 60
Fax: +47 22 00 94 00
Email: subscriptions@carnegie.no
www.carnegie.no

All applications in the Retail Offering will be treated in the same manner regardless of
which of the above Joint Bookrunners the applications are placed with. Further, all
applications in the Retail Offering will be treated in the same manner regardless of
whether they are submitted by delivery of a Retail Application Form or through the VPS
online application system.
Retail Application Forms that are incomplete or incorrectly completed, electronically or
physically, or that are received after the expiry of the Application Period, may be
disregarded without further notice to the applicant. Properly completed Retail Application
Forms must be received by one of the application offices listed above or registered
electronically through the VPS application system by 12:00 hours (CET) on 29 November
2016, unless the Application Period is being shortened or extended. None of the
Company, the Selling Shareholder or any of the Joint Bookrunners may be held
responsible for postal delays, unavailable fax lines, internet lines or servers or other
logistical or technical matters that may result in applications not being received in time or
at all by any application office.
Subject to Section 16.8.1 "Offer Price" above, all applications made in the Retail Offering
will be irrevocable and binding upon receipt of a duly completed Retail Application Form,
or in the case of applications through the VPS online application system, upon
registration of the application, irrespective of any extension of the Application Period, and
cannot be withdrawn, cancelled or modified by the applicant after having been received
by the application office, or in the case of applications through the VPS online application
system, upon registration of the application.
16.8.5 Allocation, payment and delivery of Offer Shares
ABGSC, acting as settlement agent for the Retail Offering, expects to issue notifications
of allocation of Offer Shares in the Retail Offering on or about 30 November 2016, by
issuing allocation notes to the applicants by mail or otherwise. Any applicant wishing to
know the precise number of Offer Shares allocated to it, may contact one of the
application offices listed above on or about 30 November 2016 during business hours.
Applicants who have access to investor services through an institution that operates the
applicant’s account with the VPS for the registration of holdings of securities ("VPS
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account") should be able to see how many Offer Shares they have been allocated from
on or about 30 November 2016.
In registering an application through the VPS online application system or completing a
Retail Application Form, each applicant in the Retail Offering will authorise ABGSC (on
behalf of the Joint Bookrunners), to debit the applicant’s Norwegian bank account for the
total amount due for the Offer Shares allocated to the applicant. The applicant’s bank
account number must be stipulated on the VPS online application or on the Retail
Application Form. Accounts will be debited on or about 2 December 2016 (the "Payment
Date"), and there must be sufficient funds in the stated bank account from and including
30 November 2016. Applicants who do not have a Norwegian bank account must ensure
that payment for the allocated Offer Shares is made on or before the Payment Date
(expected to be 2 December 2016).
Further details and instructions will be set out in the allocation notes to the applicant to
be issued on or about 30 November 2016, or can be obtained by contacting ABGSC at
+47 22 01 60 00, SEB +47 22 82 70 00 or Carnegie +47 22 00 93 60.
Should any applicant have insufficient funds on his or her account, or should payment be
delayed for any reason, or if it is not possible to debit the account, interest will accrue on
the amount due at a rate equal to the prevailing interest rate under the Norwegian Act
on Interest on Overdue Payments, which at the date of this Prospectus is 8.50 % per
annum. ABGSC (on behalf of the Joint Bookrunners) reserves the right (but has no
obligation) to make up to three debit attempts through 7 December 2016 if there are
insufficient funds on the account on the Payment Date. Should payment not be made
when due, the Offer Shares allocated will not be delivered to the applicant, and the Joint
Bookrunners reserve the right, at the risk and cost of the applicant, to cancel at any time
thereafter the application and to re-allot or otherwise dispose of the allocated Offer
Shares, on such terms and in such manner as the Joint Bookrunners may decide (and the
applicant will not be entitled to any profit there from). The original applicant will remain
liable for payment of the Offer Price for the Offer Shares allocated to the applicant,
together with any interest, costs, charges and expenses accrued, and the Joint
Bookrunners may enforce payment of any such amount outstanding.
Subject to timely payment by the applicant, delivery of the Offer Shares allocated in the
Retail Offering is expected to take place on or about 5 December 2016.
16.9

The Employee Offering

Subject to applicable laws, (i) all permanent employees of the Group, as of the last day
of the Application Period and (ii) members of the Board of (“Eligible Employees”) are
eligible for participation in the Employee Offering.
16.9.1 Offer Price
The Offer Price for the Offer Shares offered in the Employee Offering will be the same as
in the Institutional Offering but each Eligible Employee, other than employees
participating in the Company's new co-investment and share matching program, will
receive a 20% discount on the aggregate amount payable for the Offer Shares allocated
to such employee, subject to a maximum discount of NOK 1,500. Eligible Employees
participating in the Employee Offering will receive full allocation for any application.
Each applicant in the Employee Offering will be permitted, but not required, to indicate
when ordering through the VPS online application system or on the application form to be
used to apply for Offer Shares in the Employee Offering, attached to this Prospectus as
Appendix D (the "Employee Application Form"), that the applicant does not wish to be
allocated Offer Shares should the Offer Price be set above the Indicative Price Range (i.e.
NOK 45 per Offer Share). If the applicant so elects, the applicant will not be allocated any
Offer Shares in the event that the Offer Price is set above the upper end of the Indicative
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Price Range. If the applicant does not expressly stipulate such reservation on the
Employee Application Form, the application will be binding regardless of whether the
Offer Price is set within or above (or below) the Indicative Price Range.
16.9.2 Application period
The Application Period during which applications for Offer Shares in the Employee
Offering will be accepted will last from 21 November 2016 at 9:00 hours (CET) to 29
November 2016 at 12:00 hours (CET), unless shortened or extended. The Principal
Shareholder and the Company, in consultation with the Joint Global Coordinators, may
shorten or extend the Application Period at any time, and extension may be made on one
or several occasions. The Application Period may in no event expire prior to 12:00 hours
(CET) on 25 November 2016 or extended beyond 17:30 hours (CET) on 6 December
2016. In the event of a shortening or an extension of the Application Period, the
allocation date, the payment due date and the date of delivery of Offer Shares will be
changed accordingly, but the date of the Listing and commencement of trading on Oslo
Børs may in event of a shortening of the Application Period not necessarily be changed.
This implies that Offer Shares will not be delivered later than 12 December 2016 if the
Application Period is extended to 6 December 2016.
16.9.3 Application procedures and application offices
Norwegian applicants in the Employee Offering who are residents of Norway with a
Norwegian personal identification number are recommended to apply for Offer Shares
through the VPS online application system by following the link to such online application
system at the Company’s website www.arcus.no. Applicants in the Employee Offering not
having access to the VPS online application system must apply using the Employee
Application Form attached to this Prospectus as Appendix D "Application Form for the
Employee Offering". Employee Application Forms, together with this Prospectus, can be
obtained from the Company, the Company's website or the application office set out
below. Applications made through the VPS online application system must be duly
registered during the Application Period.
The application office for physical applications in the Employee Offering is:
ABG Sundal Collier ASA
Munkedamsveien 45D
P.O. Box 1444 Vika
N-0115 Oslo
Norway
Phone: + 47 22 01 60 00
Fax: + 47 22 01 60 62
Email: subscription@abgsc.no
www.abgsc.no

All duly completed applications in the Employee Offering must be made through the VPS
online application system or received by ABGSC at their application offices by 12:00 CET
on 29 November 2016, subject to any early close or extension of the Application Period.
Employee Application Forms sent by regular mail close to the end of the Application
Period are likely to arrive after the deadline. Neither the Company, the Selling
Shareholders nor ABGSC may be held responsible for delays in the mail system, busy
facsimile lines or for non-receipt of Employee Application Forms forwarded by mail, email or facsimile to ABGSC.
An application for Offer Shares in the Employee Offering is irrevocable and may not be
withdrawn, cancelled or modified once the applicant's physical or electronic Employee
Application Form has been received by one of the application offices or is registered in
the VPS online application system. By applying for Offer Shares, the applicant authorize
and insruct ABGSC (or someone appointed by them) acting jointly or severally to transfer
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and/or subscribe for the Offer Shares allocated to the applicant and to take all actions
required to transfer such Offer Shares to the VPS Registrar and ensure delivery of the
beneficial interests to such Offer Shares to the applicant.
Multiple applications are not allowed. In the event an applicant submits two or more
electronic or physical Employee Application Forms, the applicant runs the risk of either
having the multiple applications accumulated or either of, or all of, the applications
annulled at the discretion of the Company.
The Board and ABGSC may, in their sole discretion, refuse any improperly completed,
delivered or executed electronic or physical Employee Application Form or any application
which may be unlawful, without notice to the applicant. All questions concerning the
timeliness, validity, form and eligibility of any application for Shares in the Employee
Offering will be determined by the Board in its sole discretion, whose determination will
be final and binding.
The Board, or ABGSC upon being authorised by the Board, may in its or their sole
discretion waive any defect or irregularity in the electronic or physical Employee
Application Forms (and as such accept any incorrectly completed Employee Application
Forms), permit such defect or irregularity to be corrected within such time as the Board
or ABGSC may determine or reject the purported application for any Offer Shares in the
Employee Offering. It cannot be expected that electronic or physical Employee
Application Forms will be deemed to have been received or accepted until all irregularities
have been cured or waived within such time as the Board or ABGSC shall determine.
Neither the Board, the Company, the Selling Shareholders nor ABGSC will be under any
duty to give notification of any defect or irregularity in connection with the submission of
an electronic or physical Employee Application Form or assume any liability for failure to
give such notification. All applications in the Employee Offering will be treated in the
same manner regardless of which Manager the investor chooses to place the application
with.
16.9.4 Allocation, payment and delivery of Offer Shares
ABGSC, acting as settlement agent for the Employee Offering, expects to issue
notifications of allocation of Offer Shares in the Employee Offering on or about 30
November 2016, by issuing allocation notes to the applicants by mail or otherwise. Any
applicant wishing to know the precise number of Offer Shares allocated to it, may contact
one of the application offices listed above on or about 30 November 2016 during business
hours. Applicants who have access to investor services through an institution that
operates the applicant’s account with the VPS for the registration of holdings of securities
("VPS account") should be able to see how many Offer Shares they have been allocated
from on or about 30 November 2016.
In registering an application through the VPS online application system or completing a
Employee Application Form, each applicant in the Employee Offering will authorise
ABGSC, to debit the applicant’s Norwegian bank account for the total amount due for the
Offer Shares allocated to the applicant. The applicant’s bank account number must be
stipulated on the VPS online application or on the Employee Application Form. Accounts
will be debited on or about 2 December 2016 (the "Payment Date"), and there must be
sufficient funds in the stated bank account from and including 30 November 2016.
Applicants who do not have a Norwegian bank account must ensure that payment for the
allocated Offer Shares is made on or before the Payment Date (expected to be 2
December 2016). Employees who have undertaken to re-invest part of their net gain
following from the cash settlement of synthetic shares and options by subscribing for
Shares may settle their payment obligations through a set off of a corresponding part of
the cash settlement they are entitled to.
Further details and instructions will be set out in the allocation notes to the applicant to
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be issued on or about 30 November 2016, or can be obtained by contacting ABGSC at
+47 22 01 60 00.
Should any applicant have insufficient funds on his or her account, or should payment be
delayed for any reason, or if it is not possible to debit the account, interest will accrue on
the amount due at a rate equal to the prevailing interest rate under the Norwegian Act
on Interest on Overdue Payments, which at the date of this Prospectus is 8.50 % per
annum. ABGSC reserves the right (but has no obligation) to make up to three debit
attempts through 7 December 2016 if there are insufficient funds on the account on the
Payment Date. Should payment not be made when due, the Offer Shares allocated will
not be delivered to the applicant, and the Joint Bookrunners reserve the right, at the risk
and cost of the applicant, to cancel at any time thereafter the application and to re-allot
or otherwise dispose of the allocated Offer Shares, on such terms and in such manner as
ABGSC may decide (and the applicant will not be entitled to any profit there from). The
original applicant will remain liable for payment of the Offer Price for the Offer Shares
allocated to the applicant, together with any interest, costs, charges and expenses
accrued, and ABGSC may enforce payment of any such amount outstanding.
Subject to timely payment by the applicant, delivery of the Offer Shares allocated in the
Employee Offering is expected to take place on or about 5 December 2016.
16.10

Mechanism of Allocation

It has been provisionally assumed that 90-99% of the Offering will be allocated in the
Institutional Offering and that 1-10% of the Offering will be allocated in the Retail
Offering and the Employee Offering. The final determination of the number of Offer
Shares allocated in the Institutional Offering, the Retail Offering and the Employee
Offering will only be decided, however, by the Principal Shareholder and the Company, in
consultation with the Joint Bookrunners, following completion of the bookbuilding process
for the Institutional Offering, based on among other things the level of orders or
applications received from each of the categories of investors. The Principal Shareholder,
the Company and the Joint Bookrunners reserve the right to deviate from the
provisionally assumed allocation between tranches without further notice and at their
sole discretion.
No Offer Shares have been reserved for any specific national market.
In the Institutional Offering, the Principal Shareholder and the Company, together with
the Joint Bookrunners, will determine the allocation of Offer Shares. An important aspect
of the allocation principals is the desire to create an appropriate long-term shareholder
structure for the Company. The allocation principals will, in accordance with normal
practice for institutional placements, include factors such as premarketing and
management road-show participation and feedback, timeliness of the order, price level,
relative order size, sector knowledge, investment history, perceived investor quality and
investment horizon. The Company, the Principal Shareholder and the Joint Bookrunners
further reserve the right, at their sole discretion, to take into account the
creditworthiness of any applicant. The Company, the Principal Shareholder and the Joint
Bookrunners may also set a maximum allocation, or decide to make no allocation to any
applicant.
In the Retail Offering, no allocations will be made for a number of Offer Shares
representing an aggregate value of less than NOK 10,500 per applicant provided,
however, that all allocations will be rounded down to the nearest number of whole Offer
Shares and the payable amount will hence be adjusted accordingly.
Eligible Employees participating in the Employee Offering will receive full allocation for
any application. Each Eligible Employee, participating in the Company's new coinvestment and share matching program, will be entitled to full allocation for the amount
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he/she has undertaken to invest.
One or multiple orders from the same applicant in the Retail Offering with a total
application amount in excess of NOK 1,999,999 will be adjusted downwards to an
application amount of NOK 1,999,999. In the Retail Offering, allocation will be made
solely on a pro rata basis using the VPS’ automated simulation procedures.
The Company, the Principal Shareholder and the Joint Bookrunners reserve the right to
limit the total number of applicants to whom Offer Shares are allocated if the Company,
the Principal Shareholder and the Joint Bookrunners deem this to be necessary in order
to keep the number of shareholders in the Company at an appropriate level and such
limitation does not have the effect that any conditions for the Listing regarding the
number of shareholders will not be satisfied. If the Company, the Principal Shareholder
and the Joint Bookrunners should decide to limit the total number of applicants to whom
Offer Shares are allocated, the applicants to whom Offer Shares are allocated will be
determined on a random basis by using the VPS’ automated simulation procedures
and/or other random allocation mechanisms.
16.11

Trading in Allocated Offer Shares

In order to ensure the prompt registration of the capital increase in the Company in the
Norwegian Register of Business Enterprises in connection with the Offering, the Joint
Bookrunners will make a pre-payment for the New Shares on or about 30 November
2016.
The share capital increase pertaining to the Offering is expected to be registered in the
Norwegian Register of Business Enterprises on or about 30 November 2016, and it is
accordingly expected that it will be possible to trade allotted Offer Shares through Oslo
Børs from and including 1 December 2016. This applies both to Offer Shares in the
Institutional Offering and in the Retail Offering and Employee Offering. However, delivery
of Offer Shares is conditional upon settlement being received in accordance with the
payment instructions set out in Section 16.7.5 "Allocation, payment for and delivery of
Offer Shares" and Section 16.8.5 "Allocation, payment for and delivery of Offer Shares"
above. Anyone who wishes to dispose of Offer Shares before delivery has taken place,
runs the risk that payment does not take place in accordance with the procedures set out
above, so that the Offer Shares sold may not be delivered in time. Accordingly, an
applicant who wishes to sell its Offer Shares before actual delivery must ensure that
payment is made in order for such Offer Shares to be delivered in time to the purchaser.
16.12

VPS account

To participate in the Offering, each applicant must have a VPS account. The VPS account
number must be stated when registering an application through the VPS online
application system or on the Retail Application Form for the Retail Offering or through the
VPS online application system or the Employee Application Form for the Employee
Offering. VPS accounts can be established with authorised VPS registrars, which can be
Norwegian banks, authorised investment firms in Norway and Norwegian branches of
credit institutions established within the EEA. However, non-Norwegian investors may
use nominee VPS accounts registered in the name of a nominee. The nominee must be
authorised by the Norwegian Ministry of Finance. Establishment of VPS accounts requires
verification of identification by the relevant VPS registrar in accordance with Norwegian
anti-money laundering legislation, please see Section 16.13 "Mandatory anti-money
laundering procedures".
16.13

Mandatory anti-money laundering procedures

The Offering is subject to applicable anti-money laundering legislation, including the
Norwegian Money Laundering Act of 6 March 2009 no. 11 and the Norwegian Money
Laundering Regulations of 13 March 2009 no. 302 (collectively, the "Anti-Money
Laundering Legislation").
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Applicants who are not registered as existing customers of any of the Joint Bookrunners
must verify their identity to the Joint Bookrunners with whom the order is placed in
accordance with the requirements of the Anti-Money Laundering Legislation, unless an
exemption is available. Applicants who have designated an existing Norwegian bank
account and an existing VPS account on the Retail Application Form or Employee
Application Form, or when registering an application through the VPS online application
system, are exempted, unless verification of identity is requested by any of the Joint
Bookrunners.
. Applicants who have not completed the required verification of identity prior to the
expiry of the Application Period may not be allocated Offer Shares.
16.14
16.14.1

Over-Allotment and stabilisation activities
Over-Allotment of Additional Shares

In connection with the Offering, the Joint Global Coordinators may elect to over-allot up
to 6,835,646 Additional Shares, equalling up to approximately 15% of the aggregate
number of Offer Shares allocated in the Offering and, in order to permit the delivery in
respect of over-allotments made, the Stabilisation Manager may, pursuant to the OverAllotment Option, require the Principal Shareholder to lend to the Stabilisation Manager
up to a number of Shares equal to the number of Additional Shares. Further, pursuant to
the Greenshoe Option, the Principal Shareholder has granted to the Stabilisation
Manager, an option to purchase up to a number of Shares equal to the number of
Additional Shares at a price equal to the final Offer Price in the Offering, which may be
exercised by the Stabilisation Manager not later than the 30 th day following
commencement of trading in the Shares on Oslo Børs, as may be necessary to cover
over-allotments and short positions, if any, made or created in connection with the
Offering. To the extent that the Joint Bookrunners have over-allotted Shares in the
Offering, the Joint Bookrunners have created a short position in the Shares. The
Stabilisation Manager may close out this short position by buying Shares in the open
market through stabilisation activities and/or by exercising the Greenshoe Option.
A stock exchange notice will be made on the first day of trading (expected to take place
on 1 December 2016) announcing whether the Joint Global Coordinators have overallotted Shares in connection with the Offering. Any exercise of the Greenshoe Option will
be promptly announced by the Stabilisation Manager through Oslo Børs’ information
system.
16.14.2

Price stabilisation

The Stabilisation Manager may, upon exercise of the Over-Allotment Option, from the
first day of the Listing effect transactions with a view to support the market price of the
Shares at a level higher than what might otherwise prevail, through buying Shares in the
open market at prices equal to or lower than the Offer Price. There is no obligation on the
Stabilisation Manager to conduct stabilisation activities and there is no assurance that
stabilisation activities will be undertaken. Such stabilising activities, if commenced, may
be discontinued at any time, and will be brought to an end at the latest 30 calendar days
after the commencement of trading in the Shares on Oslo Børs.
Any stabilisation activities will be conducted in accordance with Section 3-12 of the
Norwegian Securities Trading Act and the EC Commission Regulation 2273/2003
regarding buy-back programmes and stabilisation of financial instruments.
The Principal Shareholder and the Joint Global Coordinators have agreed that any profit
or loss resulting from stabilisation activities conducted by the Stabilisation Manager will
be for the account of the Principal Shareholder.
Within one week after the expiry of the 30 calendar day period of price stabilisation, the
Stabilisation Manager will publish information as to whether or not price stabilisation
activities were undertaken. If stabilisation activities were undertaken, the statement will
also include information about: (i) the total amount of Shares sold and purchased; (ii)
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the dates on which the stabilisation period began and ended; (iii) the price range
between which stabilisation was carried out, as well as the highest, lowest and average
price paid during the stabilisation period; and (iv) the date at which stabilisation activities
last occurred.
It should be noted that stabilisation activities might result in market prices that are
higher than what would otherwise prevail. Stabilisation may be undertaken, but there is
no assurance that it will be undertaken and it may be stopped at any time.
16.15

Publication of information related to the Offering

In addition to press releases at the Company’s website, the Company will use Oslo Børs’
electronic information system to publish information in respect of the Offering, such as
information related to changes to the Indicative Price Range, changes to the timetable of
the Offering, including the Bookbuilding Period and the Application Period, number of
Offer Shares, allotment percentages and determination of Offer Price.
General information about the result of the Offering, including the final determination of
the Offer Price, the number of Offer Shares allocated and the total amount of the
Offering, is expected to be published on or about 30 November 2016 in the form of a
release through Oslo Børs’ electronic information system.
16.16

The rights conferred by the Offer Shares

The Shares of the Company are created under the Norwegian Public Limited Liability
Companies Act. The Offer Shares will carry full shareholders’ rights in the Company on an
equal basis as any other Shares in the Company, including the right to any dividends.
The New Shares will in all respects carry full shareholders’ rights in the Company on an
equal basis as any other Shares in the Company, including the right to any dividends,
from the date of registration of the share capital increase pertaining to the Offering in the
Norwegian Register of Business Enterprises. For a description of the rights attached to
the Shares, please see Section 13 "Corporate Information and description of share
capital".
16.17

VPS registration

The Offer Shares have been created under the Norwegian Public Limited Companies Act.
The Shares are registered in book-entry form with the VPS and have ISIN NO 001
0776875. The Company’s register of shareholders with the VPS is administrated by
Nordea.
16.18

Conditions for completion of the Offering

Completion of the Offering on the terms set forth in this Prospectus is conditional on (i)
the Company's listing application being approved by Oslo Børs and the Company
satisfying any outstanding conditions for listing on Oslo Børs, as determined by the board
of directors of Oslo Børs and as further described in Section 13.2 "Listing" above, (ii) the
Principal Shareholder and the Company, in consultation with the Joint Global
Coordinators, having approved the Offer Price and the allocation of the Offer Shares to
eligible investors following the bookbuilding process and (iii) the Board of Directors
resolving to issue the New Shares. There can be no assurance that these conditions will
be satisfied. If the conditions are not satisfied, the Offering may be revoked or
suspended without any compensation to the Applicants.
Assuming that the conditions are satisfied, the first day of trading on Oslo Børs, is
expected to be on or about 1 December 2016.
Prior to the Listing and the Offering, the Shares are not listed on any stock exchange or
authorised market place, and no application has been filed for listing on any other stock
exchanges or regulated market places other than Oslo Børs. The Company and the Joint
Global Coordinators cannot assure that a liquid trading market for the Shares can be
created or sustained. The prices at which the Shares will trade after the Offering may be
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lower than the Offer Price. The Offer Price may bear no relationship to the market price
of the Shares subsequent to the Offering.
16.19

Joint Global Coordinators, Joint Bookrunners and advisers

ABGSC and SEB act as Joint Global Co-ordinators and Joint Bookrunners for the Listing
and Offering. Carnegie acts as Joint Bookrunner for the Offering. Advokatfirmaet
Wiersholm AS acts as Norwegian legal advisor to the Company. Advokatfirmaet
Thommessen AS acts as Norwegian legal advisor to the Joint Bookrunners in connection
with the Offering. Deloitte AS has acted as financial due diligence advisor to the Joint
Bookrunners.
16.20

Expenses related to the Offering

The gross proceeds to the Company will be up to NOK 775 million. The Selling
Shareholders, will pay brokerage fees for any sale of Sale Shares. All other transaction
costs related to the New Shares and all other directly attributable costs in connection
with the Listing and Offering will be paid by the Company. Assuming that the Company
raises gross proceeds of NOK 775 million, the Company estimates that expenses in
connection with the Offering and the Listing, which will be paid by the Company, will
amount to approximately NOK 35 million. Total expenses would have amounted to
approximately NOK 31 million if the Company had decided to raise NOK 635 million.
No expenses or taxes will be charged by the Company or the Joint Bookrunners to the
applicants in the Offering.
16.21

Lock-up

It is expected that the Selling Shareholders, will agree to customary lock-up obligations
with the Joint Global Coordinators for a period of 180 days after the first day of trading
and official listing of the Offer Shares, subject to certain exceptions.
In addition, the Company is also expected to agree customary lock-up obligations for a
period of twelve months after the first day of trading and official listing of the Offer
Shares, subject to certain exceptions.
Furthermore, Management and the chairman of the Board of Directors are also expected
to agree customary lock-up obligations for shares held prior to the Offering and shares
subscribed for and allocated in the Offering as a part of the Company's co-investment
and share match program, for a period of twelve months after the first day of trading and
official listing of the Offer Shares, subject to certain exceptions.
The lock-up agreements entail that they will not without the prior written consent of the
Joint Global Coordinators, (1) issue (in the case of the Company), sell, offer to sell,
contract or agree to sell, hypothecate, pledge, grant any option to purchase or otherwise
dispose of or agree to dispose of, directly or indirectly any Shares or any securities
convertible into or exercisable or exchangeable for Shares, or warrants or other rights to
purchase Shares (2) enter into any swap or other arrangement that transfers to another,
in whole or in part, any of the economic consequences of ownership of the Shares, or any
securities convertible into or exercisable or exchangeable for Shares, or warrants or other
rights to purchase Shares, whether any such transaction is to be settled by delivery of
Shares or such other securities, in cash or otherwise, or, (3) publicly announce an
intention to effect any transaction specified in clause (1) or (2).
For the Selling Shareholders the above restrictions will not apply to (A) the sale of Sale
Shares or (B) any action in connection with a takeover offer for all Shares in accordance
with chapter 6 of the Norwegian Securities Trading Act or a legal merger, any transfer of
Shares to wholly owned subsidiaries of the relevant persons who assume the obligation
set forth in the lock-up undertaking. For the Principal Shareholder the above restrictions
will not apply to (A) the sale of Sales Shares or the Additional Shares, (B) the lending of
any Shares to the Stabilisation Manager in relation to the Over-Allotment Option or (C)
any action in connection with a takeover offer for all Shares in accordance with chapter 6
of the Norwegian Securities Trading Act or a legal merger, any transfer of Shares to
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wholly owned subsidiaries of the relevant persons who assume the obligation set forth in
the lock-up undertaking.
For the Company the restrictions will not apply to: (A) the issue of the New Shares in the
Offering and the issue of Shares to holders of synthetic shares and synthetic options as
part of the settlement of these, (B) the granting of options or other rights to Shares, or
the honouring of options or such other rights to Shares, by the Company pursuant to any
management or employee share incentive schemes or (C) the issue of new Shares as
consideration shares in connection with acquisitions of new companies and businesses as
part of the current strategy of the Company.
For the chairman of the Board of Directors and the Management, the restrictions will not
apply to (A) any action in connection with a takeover offer for all Shares on equal terms
in accordance with chapter 6 of the Norwegian Securities Trading Act or a legal merger or
(B) any transfer of Shares to wholly owned subsidiaries of the relevant persons who
assume the obligation set forth in the lock-up undertaking.
16.22

Interests of natural and legal persons involved in the Offering

The Joint Global Coordinators or their affiliates have provided from time to time, and may
provide in the future, investment and commercial banking services to the Company and
its affiliates in the ordinary course of business, for which they may have received and
may continue to receive customary fees and commissions. The Joint Global Coordinators
do not intend to disclose the extent of any such investments or transactions otherwise
than in accordance with any legal or regulatory obligation to do so. The Joint Global
Coordinators will receive a management fee in connection with the Offering which will be
an amount equal to a determined percentage of the gross proceeds raised in the
Offering, including a discretionary element and, as such, have an interest in the Offering.
As further set out in Section 11.3.9 "Existing synthetic share and option program",
several members of the Company's management hold synthetic options and/or synthetic
shares as part of the Company's co-investment program. The Company has resolved to
cash settle any such synthetic options and synthetic shares on the first day of Listing.
Most of these persons are under an obligation to reinvest 30 % (in case of the CEO 50%)
of their net gain after tax from the cash settlement of the synthetic options and synthetic
shares by subscribing for shares in the Company at a subscription price corresponding to
the final offer price in the Offering.
As further set out in Section 11.3.8 "Co-investment and bonus compensation scheme",
the CEO and CFO of Vectura AS (The Group's distribution business area) are each entitled
to a one off bonus of NOK 1 million and NOK 500,000 respectively in connection with the
Listing. In addition, two of the employees in the Group are entitled to non-material
bonuses in connection with the Listing.
The Selling Shareholder will receive the net proceeds from the sale of the Sale Shares.
Beyond the above-mentioned, the Company is not aware of any interest, including
conflicting ones, of any natural or legal persons involved in the Offering.
16.23

Dilution

The issuance of New Shares in the Offering may result in the number of Shares in the
Company amounting to a maximum of 69,871,794, assuming the Offer Price is set at the
low-end of the Indicative Price Range, which corresponds to a dilution for the existing
shareholders of approximately 28.4% and a minimum of 67,222,222, assuming the Offer
Price is set at the high end of the Indicative Price Range, which corresponds to a dilution
for the existing shareholders of approximately 25.6%.
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17.

SELLING AND TRANSFER RESTRICTIONS

17.1

General

As a consequence of the following restrictions, prospective investors are advised to
consult legal counsel prior to making any offer, resale, pledge or other transfer of the
Shares offered hereby.
Other than in Norway, the Company is not taking any action to permit a public offering of
the Shares in any jurisdiction. Receipt of this Prospectus will not constitute an offer in
those jurisdictions in which it would be illegal to make an offer and, in those
circumstances, this Prospectus is for information only and should not be copied or
redistributed. Except as otherwise disclosed in this Prospectus, if an investor receives a
copy of this Prospectus in any jurisdiction other than Norway, the investor may not treat
this Prospectus as constituting an invitation or offer to it, nor should the investor in any
event deal in the Shares, unless, in the relevant jurisdiction, such an invitation or offer
could lawfully be made to that investor, or the Shares could lawfully be dealt in without
contravention of any unfulfilled registration or other legal requirements. Accordingly, if
an investor receives a copy of this Prospectus, the investor should not distribute or send
the same, or transfer Shares, to any person or in or into any jurisdiction where to do so
would or might contravene local securities laws or regulations.
17.2

Selling restrictions

17.2.1 United States
The Offer Shares have not been and will not be registered under the U.S. Securities Act,
and may not be offered or sold except: (i) within the United States to QIBs in reliance on
Rule 144A; or (ii) to certain persons in offshore transactions in compliance with
Regulation S under the U.S. Securities Act, and in accordance with any applicable
securities laws of any state or territory of the United States or any other jurisdiction.
Accordingly, each Manager has represented and agreed that it has not offered or sold,
and will not offer or sell, any of the Offer Shares as part of its allocation at any time
other than to QIBs in the United States in accordance with Rule 144A or outside of the
United States in compliance with Rule 903 of Regulation S. Transfer of the Offer Shares
will be restricted and each purchaser of the Offer Shares in the United States will be
required to make certain acknowledgements, representations and agreements, as
described under Section 17.3.1 "Transfer restrictions—United States".
Any offer or sale in the United States will be made by affiliates of the Joint Bookrunners
who are broker-dealers registered under the U.S. Exchange Act. In addition, until 40
days after the commencement of the Offering, an offer or sale of Offer Shares within the
United States by a dealer, whether or not participating in the Offering, may violate the
registration requirements of the U.S. Securities Act if such offer or sale is made
otherwise than in accordance with Rule 144A of the U.S. Securities Act and in connection
with any applicable state securities laws.
17.2.2 United Kingdom
This Prospectus and any other material in relation to the Offering described herein is only
being distributed to, and is only directed at persons in the United Kingdom who are
qualified investors within the meaning of Article 2(1)I of the Prospectus Directive
("qualified investors") that are also (i) investment professionals falling within Article
19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005
(the "Order"); (ii) high net worth entities or other persons falling within Article 49(2)(a)
to (d) of the Order; or (iii) persons to whom distributions may otherwise lawfully be
made (all such persons together being referred to as "Relevant Persons"). The Offer
Shares are only available to, and any investment or investment activity to which this
Prospectus relates is available only to, and will be engaged in only with, Relevant
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Persons). This Prospectus and its contents are confidential and should not be distributed,
published or reproduced (in whole or in part) or disclosed by recipients to any other
person in the United Kingdom. Persons who are not Relevant Persons should not take any
action on the basis of this Prospectus and should not rely on it.
17.2.3 European Economic Area
In relation to each Relevant Member State, an offer to the public of any Offer Shares
which are the subject of the offering contemplated by this Prospectus may not be made
in that Relevant Member State, other than the offering in Norway as described in this
Prospectus, once the Prospectus has been approved by the competent authority in
Norway and published in accordance with the Prospectus Directive (as implemented in
Norway), except that an offer to the public in that Relevant Member State of any Offer
Shares may be made at any time under the following exemptions under the Prospectus
Directive, if they have been implemented in that Relevant Member State:
a)

to legal entities which are qualified investors as defined in the Prospectus Directive;

b)

to fewer than 150 natural or legal persons (other than qualified investors as defined
in the Prospectus Directive), as permitted under the Prospectus Directive, subject
to obtaining the prior consent of the Joint Bookrunners for any such offer, or in any
other circumstances falling within Article 3(2) of the Prospectus Directive; provided
that no such offer of Offer Shares shall require the Company or any Joint
Bookrunner to publish a prospectus pursuant to Article 3 of the Prospectus Directive
or supplement a prospectus pursuant to Article 16 of the Prospectus Directive.

For the purposes of this provision, the expression an "offer to the public" in relation to
any Offer Shares in any Relevant Member State means the communication in any form
and by any means of sufficient information on the terms of the offer and any Securities
to be offered so as to enable an investor to decide to purchase any Offer Shares, as the
same may be varied in that Member State by any measure implementing the Prospectus
Directive in that Member State the expression "Prospectus Directive" means Directive
2003/71/EC (and amendments thereto, including the 2010 PD Amending Directive, to the
extent implemented in the Relevant Member State), and includes any relevant
implementing measure in each Relevant Member State.
This EEA selling restriction is in addition to any other selling restrictions set out in this
Prospectus.
17.2.4 Additional jurisdictions
17.2.4.1

Canada

This Prospectus is not, and under no circumstance is to be construed as, a prospectus, an
advertisement or a public offering of the Offer Shares in Canada or any province or
territory thereof. Any offer or sale of the Offer Shares in Canada will be made only
pursuant to an exemption from the requirements to file a prospectus with the relevant
Canadian securities regulators and only by a dealer properly registered under applicable
provincial securities laws or, alternatively, pursuant to an exemption from the dealer
registration requirement in the relevant province or territory of Canada in which such
offer or sale is made.
17.2.4.2

Hong Kong

The Offer Shares may not be offered or sold in Hong Kong by means of any document
other than (i) in circumstances which do not constitute an offer to the public within the
meaning of the Companies Ordinance (Cap. 32) of Hong Kong, or (ii) to "professional
investors" within the meaning of the Securities and Futures Ordinance (Cap. 571) of
Hong Kong and any rules made thereunder, or (iii) in other circumstances which do not
result in the document being a "prospectus" within the meaning of the Companies
Ordinance (Cap. 32) of Hong Kong, and no advertisement, invitation or document
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relating to the Offer Shares may be issued or may be in the possession of any person for
the purposes of issue (in each case whether in Hong Kong or elsewhere), which is
directed at, or the contents of which are likely to be accessed or read by, the public of
Hong Kong (except if permitted to do so under the securities laws of Hong Kong) other
than with respect to Offer Shares which are or are intended to be disposed of only to
persons outside Hong Kong or only to "professional investors" within the meaning of the
Securities and Futures Ordinance (Cap. 571) of Hong Kong and any rules made
thereunder.
17.2.4.3

Singapore

This Prospectus has not been registered as a prospectus with the Monetary Authority of
Singapore. Accordingly, this Prospectus and any other document or material in
connection with the offer or sale, or invitation for subscription or purchase, of the Offer
Shares may not be circulated or distributed, nor may they be offered or sold, or be made
the subject of an invitation for subscription or purchase, whether directly or indirectly, to
persons in Singapore other than (i) to an institutional investor under Section 274 of the
Securities and Futures Act, Chapter 289 of Singapore (the "SFA"), (ii) to a relevant
person, or any person pursuant to Section 275(1A), and in accordance with the
conditions, specified in Section 275 of the SFA or (iii) otherwise pursuant to, and in
accordance with the conditions of, any other applicable provision of the SFA.
17.2.5 Other jurisdictions
The Offer Shares may not be offered, sold, resold, transferred or delivered, directly or
indirectly, in or into, Japan, Australia or any other jurisdiction in which it would not be
permissible to offer the Offer Shares.
In jurisdictions outside the United States and the EEA where the Offering would be
permissible, the Offer Shares will only be offered pursuant to applicable exceptions from
prospectus requirements in such jurisdictions.
17.3

Transfer restrictions

17.3.1 United States
The Offer Shares have not been and will not be registered under the U.S. Securities Act
and may not be offered or sold within the United States except pursuant to an exemption
from, or in a transaction not subject to, the registration requirements of the U.S.
Securities Act and applicable state securities laws. Terms defined in Rule 144A or
Regulation S shall have the same meaning when used in this Section.
Each purchaser of the Offer Shares outside the United States pursuant to Regulation S
will be deemed to have acknowledged, represented and agreed that it has received a
copy of this Prospectus and such other information as it deems necessary to make an
informed decision and that:
•

The purchaser is authorised to consummate the purchase of the Offer Shares in
compliance with all applicable laws and regulations.

•

The purchaser acknowledges that the Offer Shares have not been and will not be
registered under the U.S. Securities Act, or with any securities regulatory authority
or any state of the United States, and are subject to significant restrictions on
transfer.

•

The purchaser is, and the person, if any, for whose account or benefit the
purchaser is acquiring the Offer Shares was located outside the United States at the
time the buy order for the Offer Shares was originated and continues to be located
outside the United States and has not purchased the Offer Shares for the benefit of
any person in the United States or entered into any arrangement for the transfer of
the Offer Shares to any person in the United States.
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•

The purchaser is not an affiliate of the Company or a person acting on behalf of
such affiliate, and is not in the business of buying and selling securities or, if it is in
such business, it did not acquire the Offer Shares from the Company or an affiliate
thereof in the initial distribution of such Shares.

•

The purchaser is aware of the restrictions on the offer and sale of the Offer Shares
pursuant to Regulation S described in this Prospectus.

•

The Offer Shares have not been offered to it by means of any "directed selling
efforts" as defined in Regulation S.

•

The Company shall not recognise any offer, sale, pledge or other transfer of the
Offer Shares made other than in compliance with the above restrictions.

•

The purchaser acknowledges that the Company, the Joint Bookrunners and their
respective advisers will rely upon the truth and accuracy of the foregoing
acknowledgements, representations and agreements.

Each purchaser of the Offer Shares within the United States pursuant to Rule 144A will
be deemed to have acknowledged, represented and agreed that it has received a copy of
this Prospectus and such other information as it deems necessary to make an informed
investment decision and that:
•

The purchaser is authorised to consummate the purchase of the Offer Shares in
compliance with all applicable laws and regulations.

•

The purchaser acknowledges that the Offer Shares have not been and will not be
registered under the U.S. Securities Act or with any securities regulatory authority
of any state of the United States and are subject to significant restrictions to
transfer.

•

The purchaser (i) is a QIB (as defined in Rule 144A), (ii) is aware that the sale to it
is being made in reliance on Rule 144A and (iii) is acquiring such Offer Shares for
its own account or for the account of a QIB, in each case for investment and not
with a view to any resale or distribution to the Offer Shares.

•

The purchaser is aware that the Offer Shares are being offered in the United States
in a transaction not involving any public offering in the United States within the
meaning of the U.S. Securities Act.

•

If, in the future, the purchaser decides to offer, resell, pledge or otherwise transfer
such Offer Shares, as the case may be, such Shares may be offered, sold, pledged
or otherwise transferred only (i) to a person whom the beneficial owner and/or any
person acting on its behalf reasonably believes is a QIB in a transaction meeting
the requirements of Rule 144A, (ii) in accordance with Regulation S, (iii) in
accordance with Rule 144 (if available), (iv) pursuant to any other exemption from
the registration requirements of the U.S. Securities Act, subject to the receipt by
the Company of an opinion of counsel or such other evidence that the Company
may reasonably require that such sale or transfer is in compliance with the U.S.
Securities Act or (v) pursuant to an effective registration statement under the U.S.
Securities Act, in each case in accordance with any applicable securities laws of any
state or territory of the United States or any other jurisdiction.

•

The purchaser is not an affiliate of the Company or a person acting on behalf of
such affiliate, and is not in the business of buying and selling securities or, if it is in
such business, it did not acquire the Offer Shares from the Company or an affiliate
thereof in the initial distribution of such Shares.

•

The Offer Shares are "restricted securities" within the meaning of Rule 144(a) (3)
and no representation is made as to the availability of the exemption provided by
Rule 144 for resales of any Offer Shares, as the case may be.

•

The Company shall not recognise any offer, sale pledge or other transfer of the
Offer Shares made other than in compliance with the above-stated restrictions.
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•

The purchaser acknowledges that the Company, the Joint Bookrunners and their
respective advisers will rely upon the truth and accuracy of the foregoing
acknowledgements, representations and agreements.

17.3.2 European Economic Area
•

Each person in a Relevant Member State (other than, in the case of paragraph (a),
persons receiving offers contemplated in this Prospectus in Norway) who receives
any communication in respect of, or who acquires any Offer Shares under, the
offers contemplated in this Prospectus will be deemed to have represented,
warranted and agreed to and with each Manager and the Company that:

•

it is a qualified investor as defined in the Prospectus Directive; and

•

in the case of any Offer Shares acquired by it as a financial intermediary, as that
term is used in Article 3(2) of the Prospectus Directive, (i) the Offer Shares
acquired by it in the offer have not been acquired on behalf of, nor have they been
acquired with a view to their offer or resale to, persons in any Relevant Member
State other than qualified investors, as that term is defined in the Prospectus
Directive, or in circumstances in which the prior consent of the Joint Bookrunners
has been given to the offer or resale; or (ii) where Offer Shares have been acquired
by it on behalf of persons in any Relevant Member State other than qualified
investors, the offer of those Shares to it is not treated under the Prospectus
Directive as having been made to such persons.

•

For the purposes of this representation, the expression an "offer" in relation to any
Offer Shares in any Relevant Member State means the communication in any form
and by any means of sufficient information on the terms of the offer and any Offer
Shares to be offered so as to enable an investor to decide to purchase or subscribe
for the Offer Shares, as the same may be varied in that Relevant Member State by
any measure implementing the Prospectus Directive in that Relevant Member State
and the expression "Prospectus Directive" means Directive 2003/71/EC (and
amendments thereto, including the 2010 PD Amending Directive, to the extent
implemented in the Relevant Member State), and includes any relevant
implementing measure in each Relevant Member State and the expression "2010
PD Amending Directive" means Directive 2010/73/EU.
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18.

ADDITIONAL INFORMATION

18.1

Documents on display

Copies of the following documents will be available for inspection at the Company's
offices at Destilleriveien 11, 1481 Hagan, Norway, during normal business hours from
Monday to Friday each week (except public holidays) for a period of twelve months from
the date of this Prospectus:
-

The Company's Articles of Association and Certificate of Incorporation.

-

The Company's audited consolidated financial statement as of and for the years
ended 31 December 2015, including comparable figures for 2014 and 2013.

-

The audited annual financial statements for each of the Company's subsidiaries for
the years ended 31 December 2015 and 2014.

-

The Condensed Interim Financial Statements

-

This Prospectus.

18.2

Incorporation by reference

The information incorporated by reference in this Prospectus should be read in
connection with the cross reference list as set out in the table below. Except as provided
in this Section, no other information is incorporated by reference into this Prospectus.
Section in the
Prospectus
4, 9.1, 10, 10.9
11.5,

Reference

Website

The Annual Financial Statements

https://s3-eu-west-1.amazonaws.com/arcusupload/arcusgruppen_arsrapp2015_nor_interakti
v.pdf

The above documents are also available at the address stated under section 18.1
"Documents on display" above.
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19.

DEFINITIONS AND GLOSSARY

The following definitions and glossary apply in this Prospectus unless otherwise dictated
by the context, including the foregoing pages of this Prospectus.
2010
PD
Directive

Amending

Directive 2010/73/EU amending the Prospectus Directive.

3PL

A company's use of third party businesses to outsource
elements of the company's distribution and fulfilment
services.

4PL

Arrangement in which a firm contracts out (outsources) its
logistical operations to two or more specialists firms) and
hires another specialist firm (the fourth party) to
coordinate the activities of the third parties.

ABGSC

ABG Sundal Collier ASA.

ABV

Alcohol by Volume

Additional Shares

The elected over-alloted number of additional Shares
equalling up to 15% of the number of Offer Shares.

Adjusted EBITDA

Adjusted earnings before interest, taxes, depreciations
and amortisations

Adjusted EBITDA margin

Adjusted EBITDA divided by operating revenue

Alko

Government controlled retail distribution channel for all
alcoholic beverages above 4.7% ABV in Finland

Anti-Money
Legislation

Laundering

Annual
Statements

Financial

Norwegian Money Laundering Act of 6 March 2009 no. 11
and the Norwegian Money Laundering Regulations of 13
March 2009 no. 302 (collectively)
The Company's audited consolidated financial statement
as of and for the years ended 31 December 2015,
including comparable figures for 2014 and 2013.

Application Period

The period from 21 November 2016 to 29 November
2016, in which Shares are being offered in the
Institutional Offering, Retail Offering and Employee
Offering.

Articles of Association

The articles of association of the Company.

Arcus

The Company and its subsidiaries (also defined as the
Group)

Arcus-Gruppen

The Company's subsidiary Arcus-Gruppen AS.

Arcus brands

Brands that are owned by Arcus

AWB

Arcus Wine Brands

BiB

Bag-in-Box

Board Members

The members of the board of directors of the Company.

219

Board
or
Directors

Board

of

The board of directors of the Company.

Bookbuilding Period

The period from 21 November 2016 to 29 November 2016
in which Shares are being offered in the Institutional
Offering.

CAGR

Compound annual grow rate.

Carnegie

Carnegie AS

CEO

The Company's chief executive officer.

CET

Central European time.

COFTA

The Norwegian Central Office for Foreign Tax Affairs.

Company

Arcus ASA

Condensed
Interim
Financial Statement

The Company's unaudited condensed interim financial
statements as of, and for the nine and three month period
ended 30 September 2015 and 2016

Corporate
Code

The Norwegian Code of Practice for Corporate Governance
dated 30 October 2014.

Governance

CSR

Corporate Social Responsibility

DDSK

Det Danske Spiritus Kompagni A/S

DFTR

Duty-Free and Travel-Retail

EBITDA

Earnings before
amortisations

EBITDA margin

EBITDA divided by operating revenue

EEA

The European Economic Area.

Eligible Employees

(i) all permanent employees, as of the last day of the
Application Period, of the Group and (ii) members of the
Board of Directors

Eligible Key Employees

The persons who are entitled to receive Matching Shares

Employee Application Form

interests,

taxes,

depreciations

and

Application form to be used to apply for Offer Shares in
the Employee Offering, attached to this Prospectus as
Appendix D

Employee Offering

A tranche of the Offering, in which Offer Share are being
offered to the Group's Eligible Employees.

EU

The European Union.

EUR

Euro, the lawful currency for the Eurozone

Excess allowance

Any part of the calculated allowance one year exceeding
dividends distributed on the same share
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Factoring Agreement

Factoring agreement entered into between SEB and
Vectura AS on 15 June 2015

Financial Statements

The Annual Financial Statements and Condensed Interim
Financial Statements

First Maximum Amount

Amount corresponding to 100% of their annual salary

Foreign
EEA
Shareholders

Non-resident Shareholders that are corporations taxresident within the EEA for tax purposes

Corporate

Foreign
EEA
Shareholders

Personal

Non-resident Shareholders
resident within the EEA

who

are

individuals

tax-

Forward-looking
statements

All statements other than statements as to historic
facts or present facts and circumstances, typically
indicated by words such as "believe," "may," "will,"
"estimate," "continue," "anticipate," "intend," "expect,"
and similar expressions.

FTE

Full time employees

General Meeting

The Company’s general meeting of shareholders.

Greenshoe Option

An option granted to the Joint Global Coordinators to buy
a number of Shares equal to the number of Additional
Shares in order to facilitate the Over-Allotment

Gross margin

Gross profit divided by operating revenue

Gross profit

Operating revenue minus cost of goods

Group

The Company and its subsidiaries (also defined as Arcus)

GSC

Group Supply Chain

Guarantee Facility

A NOK 50 million guarantee facility

Hoff

Hoff SA

HK

Handel og kontor i Norge (eng. union of employees in
commerce and offices)

HoReCa

Hotels, Restaurants and Catering

IAS 34

International Accounting Standard 34
"Interim Financial Reporting."

IFRS

International Financial Reporting Standards as adopted by
the EU.

Indicative Price Range

The price at which the Offer Shares are expected to be
sold, which is set between NOK 39 and NOK 45

Institutional Offering

A tranche of the Offering in which Offer Shares are being
offered a) to investors in Norway, b) institutional investors
outside Norway and the U.S and c) to QIBs in the U.S

Joint Global Bookrunners

ABG Sundal Collier ASA, Skandinavika Enskilda Banken AB
(publ) Oslo Branch and Carnegie AS
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Joint Global Coordinators

ABG Sundal Collier ASA and Skandinavika Enskilda Banken
AB (publ) Oslo Branch

ISIN

Securities number in the Norwegian Central Securities
Depository (VPS).

Karberg

Flemming Karberg Familieholding ApS

Lease Agreements

Leasing agreements Arcus-Gruppen AS, Acrus AS and
Vectura AS have entered into with Nordea Finans Norge.

Leverage Ratio

Net Interest bearing debt divided by EBITDA

Lex Leo

Certain restrictions under Chapter 16 of the Swedish
Companies Act.

Listing

The listing of the Shares on Oslo Børs

LO

Landsorganisasjonen
i
Norge
Confedaration of Trade Unions)

Management

The Group’s senior management team.

Management SSO Holders

Members of Management holding synthetic shares and
synthetic options.

(eng.

Norwegian

Matching Shares

Shares to be received as part of the Company's new coinvestment and share match program.

Minority Options

The obligation for the Group to acquire minority stakes in
two of its subsidiaries, Vingruppen i Norden AB and
Excellars AS in accordance with an option agreement.

NAM

The Nordic Alcohol Monopolies.

New Shares

New shares to be issued by the Company to raise gross
proceeds.

Net Gain

Net gain after tax from cash settlement from the Syntehtic
Shares and Syntehtic Options.

Net interest bearing debt

The sum of liabilities of financial institutions, financial
lease liabilities and bank overdraft less cash and cash
equivalents

Net interest bearing debt
to adjusted EBITDA ratio

Net interest bearing debt divided by rolling last twelve
months Adjusted EBITDA

NIBOR

Norwegian Interbank Offered Rate

NNN

Norsk Nærings- og Nytelsesmiddelarbeiderforbund (eng.
Norwegian Food and Beverage Worker’s Union.

NOK

Norwegian Kroner, the lawful currency of Norway

Nordea

Nordea Bank Norge ASA

Nordea Finans

Nordea Finans Norge AS

Non-resident shareholders

Shareholders who are not resident in Norway for tax
purposes.
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Norwegian FSA

The
Financial
Supervisory
(Norwegian: "Finanstilsynet").

Norwegian Public Limited
Companies Act

the Norwegian Public Limited Companies Act of 13 June
1997 no. 45

Norwegian
shareholders

corporate

Shareholders who are limited liability companies and
certain similar corporate entities resident in Norway for
tax purposes.

Norwegian
shareholders

personal

Norwegian
Trading Act

Securities

Personal shareholders
purposes.

Authority

resident

in

of

Norway

Norway

for

tax

The Norwegian Securities Trading Act of 29 June 2007 no.
75 (Norwegian: "Verdipapirhandelloven").

Off-trade

Refers to sales to food retailers such as supermarkets and
monopolies

Offer Shares

The New Shares, together with the Sale Shares and,
unless the context indicates otherwise, the Additional
Shares.

Offering

The offering contemplated by this Prospectus, pursuant to
the terms and conditions set out herein.

Offer Price

The final offer price for the Offer Shares in the Offering

On-trade

Refers to business with hotels, bars and restaurants

Order

The Financial Services and Markets Act 2000 (Financial
Promotion) Order 2005 as amended.

Oslo Børs

Oslo Børs ASA or, as the context may require, Oslo Børs,
a Norwegian regulated stock exchange operated by Oslo
Børs ASA.

Over-Allotment Option

The over-allotment option
Stabilisation Manager

Payment Date

2 December 2016 for the Retail and Employee Offering. 2
December 2016 for the Institutional Offering.

Principal Shareholder

Ratos AB

Prospectus

This prospectus.

Prospectus Directive

Directive 2003/71/EC (and amendments thereto, including
the 2010 PD Amending Directive, to the extent
implemented in the Relevant Member State) and includes
any relevant implementing measure in each Relevant
Member State.

QIBs

Qualified institutional buyers, as defined in Rule 144A.

Qualified Investor

Qualified investors within the meaning of Article 2(1)I of
the Prospectus Directive

Ratos

Ratos AB

Regulation S

Regulation S under the U.S Securities Act

223

granted

to

SEB

as

the

Relevant Member State

Each Member State of the EEA which has implemented the
Prospectus Directive.

Relevant Persons

Persons in the UK that are (i) investment professionals
falling within Article 19(5) of the Order or (ii) high net
worth entities, and other persons to whom the Prospectus
may lawfully be communicated, falling within Article
49(2)(a) to (d) of the Order.

Resident Shareholder

Shareholders that are residents of Norway for purposes of
Norwegian taxation

Retail Application Form

Application form to be used to apply for Offer Shares in
the Retail Offering, attached to this Prospectus as
Appendix C

Retail Offering

A tranche of the Offering, in which Offer Shares are being
offered to the public in Norway.

Revolving Facility

A NOK 600 million multicurrency revolving credit facility

RSP

Retail sales price

Rule 144A

Rule 144A under the U.S. Securities Act.

Sale Shares

Existing shares offered by Ratos AB and the other
shareholders listed in Section 16.4

SEB

Skandinaviska Enskilda Banken AB (publ) Oslo Branch

SEB Loan Facilities

The Term Facility, Revolving Facility and Guarantee
Facility entered into between the Company and SEB on 24
October 2016

Second Maximum Amount

Amount corresponding to 50% of their annual salary

Selling Shareholders

the Principal Shareholders together with the shareholders
listed in Section 16.4

Senior Facilities

The Group’s financing arrangements before the Offering

Settlement Date

Prior to announcement of the Company's Q4 interim
report in 2018

SFA

The Securities and Futures Act of Singapore.

Share(s)

Shares in the share capital of the Company, each with a
nominal value of NOK 0.02

SKU

Stock keeping units

Stabilisation Manager

ABG Sundal Collier ASA, aslo defined as ABGSC.

STIBOR

Stockholm Interbank Offered Rate

Synthetic
Shares
Synthetic Options
Systembolaget
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and

A number of synthetic shares and synthetic options given
to former Board Members and current and former
Management
Government controlled retail distribution channel for all
alcoholic beverages above 3.5% ABV in Sweden

Term Facility

A SEK 750 million multicurrency term loan facility

Third Maximum Amount

An amount corresponding to between 25%-50% of the
annual salary of the persons participating in coinvestment and share match program

TRN

Travel Retail Norway AS

UK

United Kingdom

United States

United States of America (also defined as the US)

U.S.

United States of America (also defined as the United
States)

USD

United States Dollar, the lawful currency of the United
States of America.

U.S. Exchange Act

The United States Securities Exchange Act of 1934, as
amended.

U.S. Securities Act

The United States Securities Act of 1933, as amended.

VAT

Value-added tax

Vectura

Vectura AS (the Group’s logistics service provider in the
Norwegian market)

VPS

The Norwegian Central Securities Depository (Norwegian:
"Verdipapirsentralen").

Vinmonopolet

Government controlled retail distribution channel for all
alcoholic beverages above 4.7% ABV in Norway

VPS account

An institution that operates the applicant's account with
the VPS for the registration of holdings of securities.

YS

Yrkesorganisasjonenes
Sentralforbund
Confederation of Vocational Unions)

YoY

Year-on-year
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APPENDIX A
OFFICE TRANSLATION
ARTICLES OF ASSOCIATION
for
Arcus ASA
(As last amended 20 October 2016)

§1
The business name of the company is Arcus ASA. The company is a public limited liability
company.
§2
The registered office of the company is located in the municipality of Nittedal. General
meetings can also be held in the municipality of Oslo.
§3
The company's purpose is to operate, import, export, production, storage and distribution
of alcoholic beverages and other goods, and other business activities in connection
therewith, including participation in other companies engaged in such activities.
§4
The company's share capital is NOK 1,000,000 divided on 50,000,000 shares, each with
a nominal value of NOK 0.02. The shares shall be registered in the Norwegian Central
Securities Depository (VPS).
§5
The board of directors of the company shall consist of at least three, but no more than
eight shareholder-elected board members, as adopted by the general meeting. In
addition, board members are elected by and among the employees in accordance with
applicable company legislation.
§6
The authority to sign on behalf of the company is held by the chairman of the board
alone or two board members jointly.
§7
The annual general meeting shall discuss and decide upon the following:
1) Approval of the annual accounts and annual report, including distribution of
dividend.
2) Other matters that according to law or the articles of association are to be decided
upon by the general meeting.
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When documents concerning matters to be discussed at general meetings in the
company have been made available to the shareholders on the company’s web pages,
the board of directors may decide that the documents shall not be sent to the
shareholders. If so, a shareholder may demand that documents concerning matters to be
discussed at the general meeting be sent to him or her. The company cannot demand
any form of compensation for sending the documents to the shareholders.
Shareholders may cast a written vote in advance in matters to be discussed at the
general meetings of the company. Such votes may also be cast through electronic
communication. The access to cast votes in advance is subject to the presence of a safe
method of authenticating the sender. The board of directors decides whether such a
method exists before each individual general meeting. The notice of general meeting
must state whether votes in advance are permitted and which guidelines, if any, that
have been issued for such voting.
The notice of general meeting may state that shareholders wanting to attend the general
meeting must notify the company thereof within a certain period. This period cannot
expire sooner than five days before the meeting.
§8
The company shall have a nomination committee consisting of three members. The
members of the nomination committee shall be shareholders or representatives of
shareholders. The members of the nomination committee, including its chairman, are
elected by the general meeting. The members of the nomination committee’s period of
service shall be two years unless the general meeting decides otherwise. The period of
service commences from the time of being elected unless otherwise decided. It
terminates at the end of the annual general meeting of the year in which the period of
service expires. Even if the period of service has expired, the member must remain in his
or her position until a new member has been elected. The members of the nomination
committee’s fees shall be determined by the general meeting.
The nomination committee shall have the following responsibilities:
(I)

To give the general meeting its recommendations regarding the election of
board members to be elected by the shareholders

(II)

To give the general meeting its recommendations regarding the board
members’ fees

(III)

To give the general meeting its recommendations regarding the election of
members of the nomination committee

(IV)

To give the general meeting its recommendations regarding the members of
the nomination committee’s fees.

The general meeting may issue further guidelines for the nomination committee’s work.
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Key figures Q3 2016
CONSOLIDATED GROUP FIGURES
MNOK
Total operating revenue
Gross profit1)
EBITDA1)
EBITDA adjusted1) 2)
Pre-tax profit
Earnings per share, parentcompany shareholders (NOK)
Key figures
Gross margin1)
EBITDA margin1)
EBITDA margin adjusted1)
Equity ratio1)
Financial position
Total equity
Net interest bearing debt (cash)1)
1)

Third quarter
2016
2015
603,7
592,8
259,7
253,3
85,4
78,8
91,3
72,7
-21,9
5,0
-22,7
5,0

Year to date
Year end
2016
2015
2015
1 771,0
1 669,6
2 470,6
752,2
722,1
1 076,0
174,6
124,3
257,8
183,1
117,5
274,4
-7,7
-18,9
101,7
-17,9
-22,3
64,1

43,0 %
14,1 %
15,1 %
21,5 %

42,7 %
13,3 %
12,3 %
22,3 %

42,5 %
9,9 %
10,3 %
21,5 %

43,3 %
7,4 %
7,0 %
22,3 %

43,6 %
10,4 %
11,1 %
21,8 %

743,9
1 236,3

787,2
1 248,0

743,9
1 236,3

787,2
1 248,0

876,4
1 053,4

Alternative Performance Measure (APM) – see separate chapter/note for definition and reconciliation.
EBITDA adjusted is defined by ArcusGruppen as operating profit before depreciation, amortisation and other income and
expenses. See definition of other income and expenses in the APM chapter.

2)
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Highlights Q3 2016
•
•
•
•
•
•

1

Operating revenue for Q3 was 604 MNOK (+1,8 percent). Organic revenue growth was 4,3 percent 1.
Adjusted EBITDA margin increased to 15,1 percent in the third quarter this year, compared to 12,3 percent
for the same period last year
Wine revenues amounted to 366 MNOK (+3,4 percent when adjusting for a reclassification of re-invoiced
marketing costs); underlying profitability was stable. Growth was driven by a strong underlying Swedish
market as well as growth in own brands and modest growth for the agency portfolio in Norway
Spirits increased sales to 215 MNOK (+7,1 percent) and increased adjusted EBITDA margins in the quarter.
Higher gross margins (helped by increased Aquavit sales), as well as lower advertising and promotion costs
than last year, contributed positively to the results
Distribution grew revenues to 64 MNOK (+10,8 percent) from new and existing contracts and delivered
positive adjusted EBITDA
72,8 MNOK were charged as financial cost in the quarter due to an increase in the estimated liability for the
synthetic share and option program for management triggered by a higher estimated value of
ArcusGruppen

Organic growth exceeds reported growth mainly due to a reclassification of re-invoiced marketing costs from Revenue to
reduced A&P (cf. section on Wine)
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Wine: Underlying sales growth, flat margins
MNOK
Total operating revenue
Net gain on sales of fixed assets
Total income
Gross profit1)
Gross margin 1)
EBITDA1)
EBITDA adjusted1)
EBITDA margin1)
EBITDA margin adjusted1)
1)

Third quarter
2016
2015
365,7
368,1
0,0
0,0
365,7
368,1
85,1
95,0

Year to date
2016
2015
1 126,2
1 031,2
0,0
0,0
1 126,2
1 031,2
281,5
272,7

Year end
2015
1 466,6
0,0
1 466,6
395,1

23,3 %

25,8 %

25,0 %

26,4 %

26,9 %

53,0
53,0

52,6
48,6

134,8
134,8

135,3
131,4

197,1
197,5

14,5 %

14,3 %

12,0 %

13,1 %

13,4 %

14,5 %

13,2 %

12,0 %

12,7 %

13,5 %

Alternative Performance Measure (APM) – see separate chapter/note for definition and reconciliation.

OPERATING REVENUE
Total operating revenue for Wine was 365,7 MNOK
for the quarter, compared to 368,1 MNOK Q3 last
year. A reclassification of 15,1 MNOK in re-invoiced
marketing costs reduced both operating revenue
and operating costs in the quarter, with no effect
on EBITDA. Corrected for this effect, reported
operating revenue grew by 12,4 MNOK (3,4
percent), while organic revenue growth was 3,8
percent.
Wine Sweden-Finland almost maintained its
market share in the quarter, in which the demand
for wine at Systembolaget continued to grow.
For Wine Norway, growing demand for Arcus’ own
brands continued during the quarter, while sales
from the agency portfolio were also modestly
higher than in Q3 last year.
EBITDA
The adjusted EBITDA-margin for Wine was 14,5
percent in the third quarter compared to the 13,2

percent last year. However, underlying margins
were stable as the 1,3 percentage point increase
was driven by the reclassification of re-invoiced
marketing costs (+0,6 percentage points) and lower
Wine Norway HORECA discounts caused by
different periodization than last year (+0,7
percentage points).
The low and continuously depreciating SEK (vs EUR
and NOK) was a strain on margins.
WINE
ArcusGruppen is the largest importer of wine in
Norway, the second largest in Sweden, and the
third largest in Finland. Arcus Wine imports and
markets agency wines, as well as Arcus brands. This
includes Falling Feather, Norway’s best-selling red
wine in 2016, year-to-date.

Spirits: Profitable growth
MNOK
Sales
Other revenue
Total operating revenue
Net gain on sales of fixed assets
Total income
Gross profit1)
Gross margin 1)
EBITDA1)
EBITDA adjusted1)
EBITDA margin1)
EBITDA margin adjusted1)
1)

Third quarter
2016
2015
170,4
161,4
44,9
39,6
215,3
201,1
0,1
0,1
215,4
201,2
114,8
103,6

Year to date
2016
2015
449,9
432,6
120,4
97,8
570,3
530,4
0,1
0,1
570,4
530,4
299,3
282,4

Year end
2015
714,1
140,7
854,8
0,2
855,0
442,0

53,3 %

51,5 %

52,5 %

53,2 %

51,7 %

43,6
43,7

29,3
29,6

71,3
74,9

27,6
22,8

112,2
113,0

20,2 %

14,6 %

12,5 %

5,2 %

13,1 %

20,3 %

14,7 %

13,1 %

4,3 %

13,2 %

Alternative Performance Measure (APM) – see separate chapter/note for definition and reconciliation.

OPERATING REVENUE
Total operating revenue for Spirits third quarter 2016
was 215,3 MNOK, compared to 201,1 MNOK same
period last year, a growth of 7,1 percent, while
organic revenue growth was 6,2 percent.

The gross margin was 53,3 percent in the third
quarter, an increase of 1,8 percentage points
compared to same period last year. Strong sales of
own products, especially aquavit, contributed to the
increase in gross margins.

Sales growth in Spirits was mainly related to
increased sales in the Norwegian and Duty-Free
(DFTR) markets. In particular, aquavit and ready to
drink-cocktails increased. The Dworek brand
(acquired with effect in September) contributed 2,2
MNOK in incremental sales.

Advertising and promotion (A&P) costs in the third
quarter were lower than the same period last year. In
line with existing marketing plans, A&P costs are
expected to increase during Q4 2016.

Growth of ‘Other revenue’ is due to a 16 percent
increase in group wine bottling volume.
EBITDA
The adjusted EBITDA-margin for Spirits was 20,3
percent second quarter, compared to 14,7 percent
same period last year, helped a higher gross margin
and lower A&P costs.

SPIRITS
ArcusGruppen is a global leader in aquavit with
brands such as Gammel Opland, Linie, Løiten and
Aalborg. Other important categories are bitter
(Gammel Dansk), vodka (Vikingfjord, Kalinka,
Amundsen and Dworek) and cognac (Braastad). Key
markets are Norway, Denmark, Sweden, Finland,
Germany and Duty Free Travel Retail (DFTR). Arcus
brands are produced and bottled at Gjelleråsen
outside Oslo.
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Distribution: New contracts, positive EBITDA
MNOK
Total operating revenue
Net gain on sales of fixed assets
Total income
Gross profit1)
Gross margin 1)
EBITDA1)
EBITDA adjusted1)
EBITDA margin1)
EBITDA margin adjusted1)
1)

Third quarter
2016
2015
63,8
57,6
0,0
0,0
63,8
57,6
63,8
57,6

Year to date
2016
2015
180,5
173,2
0,0
0,0
180,5
173,2
180,5
173,2

Year end
2015
250,1
0,0
250,1
250,1

100,0 %

100,0 %

100,0 %

100,0 %

100,0 %

1,4
1,8

-4,4
-3,7

-8,1
-7,7

-22,9
-21,7

-19,2
-15,7

2,1 %

-7,7 %

-4,5 %

-13,2 %

-7,7 %

2,7 %

-6,4 %

-4,3 %

-12,5 %

-6,3 %

Alternative Performance Measure (APM) – see separate chapter/note for definition and reconciliation.

VOLUME
Distributed volumes in third quarter was 10,8 mill
liters, an increase of 11 percent from same quarter
last year.
The growth was mainly due to new contracts with
importers implemented in July (9,1 percent), with
full effect at the end of the quarter. The new volume
will increase yearly turnover by approximately 10
percent.
The remaining growth (1,7 percent) is due to higher
sales to Vinmonopolet on existing contracts.
OPERATING REVENUE
The positive development for Distribution continued
in the third quarter, with an increase of operating
revenue of 10,8 percent to 63,8 MNOK. The positive
development was mainly driven by increased

volume, but also due to higher sales of services to
existing clients.
EBITDA
Adjusted EBITDA third quarter was 1,8 MNOK,
compared to minus 3,7 MNOK same quarter last
year. The positive trend from previous quarters has
continued in the third quarter.
Increased volumes were handled through more
efficient processes, avoiding hiring of new
employees.
DISTRIBUTION
Vectura is the leading integrated logistics services
provider for alcoholic beverages in Norway. Vectura
serves both ArcusGruppen and external customers.
Vectura is located next to ArcusGruppen’s production
facility at Gjelleråsen, outside Oslo.

Financial position and outlook
CASH FLOW AND FINANCIAL POSITION
Net cash flow from operating activities before tax in
Q3 was 120,6 MNOK (205,2 MNOK same period last
year). The main reason for a lower net cash flow
from operating activities this year was a lower
contribution from increased factoring, which
provided 63 MNOK of additional cash flow in Q3
2015.
Net interest bearing debt was 1236,3 MNOK (vs.
1248,0 MNOK last year), as a lower net cash position
due to the Dworek acquisition and purchase of
minority share holdings in wine subsidiaries almost
off-set lower debt levels.
SHARE INFORMATION
As of September 30th, Arcus-Gruppen Holding AS
had the following shareholder structure:
Shareholders
Ratos AB
Hoff SA
Other
Total

No of shares
Ownership
833 938
83,4 %
98 910
9,9 %
67 152
6,7 %
1 000 000
100,0 %

SEASONAL VARIATIONS
The business of ArcusGruppen is seasonal. Sale of
alcohol increases during national festivals and
holidays, in particular Easter and Christmas. Q4 is
normally the strongest quarter in terms of income as
well as operating profit due to Christmas.
Q3 is not impacted on the revenue side by holidays,
but might see a build-up in inventory related to preproduction of Christmas volumes, though increased
production smoothing tempers this effect.
OUTLOOK
We expect stable underlying business performance
in Q4.
However, a weakening of SEK vs. EUR/NOK, the
planned increase in A&P spending for Spirits and a
strong Q4 in 2015, is expected to result in somewhat
lower adjusted EBITDA in Q4 than the same period
last year.
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Group consolidated accounts
The interim financial statement has not been audited.

CONDENSED STATEMENT OF INCOME
MNOK
Sales
Other revenue3)
Total operating revenue
Net gain on sales of fixed assets
Total income
Cost of goods
Salaries and personnel cost
Advertising & Promotion expenses (A&P)3)
Other operating expenses
Depreciations
Amortisations
Write downs
Share of profit from AC1) and JCE2)
Operating profit before other income and expenses
(EBIT adjusted)
Other income and expenses
Operating profit (EBIT)
Net financial profit/loss
Pre-tax profit
Tax
Profit/loss for the year
Profit/loss for the year attributable to parent company
shareholders
Profit/loss for the year attributable to non-controlling
interests

Note
9

4, 5
4, 5

2
6, 10

Third quarter
2016
2015
597,2
568,3
6,5
24,6
603,7
592,8
0,1
0,1
603,7
592,9
-344,0
-339,5
-91,2
-82,9
-17,7
-35,7
-60,6
-62,7
-11,5
-10,3
-1,4
-1,4
0,0
-2,4
1,1
0,5

Year to date
Year end
2016
2015
2015
1 725,8
1 591,1
2 365,2
45,2
78,5
105,4
1 771,0
1 669,6
2 470,6
0,1
0,1
0,2
1 771,2
1 669,6
2 470,9
-1 018,8
-947,5
-1 394,6
-282,2
-277,2
-380,3
-84,5
-111,7
-145,1
-203,8
-215,0
-281,0
-34,4
-35,0
-45,6
-4,2
-4,1
-5,5
0,0
-2,4
-4,4
1,2
-0,7
4,6

78,4
-5,9
72,5
-94,4
-21,9
1,8
-20,1

58,7
6,0
64,7
-59,7
5,0
4,1
9,1

144,5
-8,5
136,0
-143,8
-7,7
-1,8
-9,6

76,1
6,8
82,8
-101,7
-18,9
9,8
-9,0

218,8
-16,5
202,3
-100,6
101,7
-17,3
84,4

-22,7

5,0

-17,9

-22,3

64,1

2,6

4,1

8,4

13,3

20,3

Earnings per share, continued operations (=diluted
-22,7
5,0
-17,9
-22,3
64,1
earnings per share)
1)
Associated Companies, 2)Jointly Controlled Entities
3)
Includes reclassification of MNOK 15,1 MNOK from other revenues to reduced Advertising & Promotion expenses, see
segment Wine.

10

Arcus-Gruppen Holding AS

3rd quarter, 2016

CONDENSED STATEMENT OF OTHER
COMPREHENSIVE INCOME
MNOK
Note
Profit/loss for the year
Items that will not be reclassified against the statement
of income
Change in actuarial gains and losses pensions
Tax on change in actuarial gains and losses pensions
Total items that will not be reclassified against the
statement of income
Items that may be reclassified against the statement of
income
Translating differences in translation of foreign
subsidiaries
Tax on translating differences in translation of foreign
subsidiaries
Total items that may be reclassified against the
statement of income
Total other comprehensive income
Total comprehensive income for the year
Total comprehensive income for the year attributable to
parent company shareholders
Total comprehensive income for the year attributable to
non-controlling interests

Third quarter
2016
2015
-20,1
9,1

Year to date
Year end
2016
2015
2015
-9,6
-9,0
84,4

0,0
0,0

0,0
0,0

0,0
0,0

0,0
0,0

6,4
-1,7

0,0

0,0

0,0

0,0

4,7

-23,1

82,0

-43,1

59,1

58,9

0,0

0,0

0,0

0,0

0,0

-23,1
-23,1
-43,2

82,0
82,0
91,1

-43,1
-43,1
-52,6

59,1
59,1
50,1

58,9
63,6
147,9

-49,8

86,6

-63,6

36,1

126,0

6,6

4,5

11,0

14,0

22,0
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CONDENSED STATEMENT OF FINANCIAL POSITION
MNOK
Note
Intangible assets
Tangible assets
Deferred tax asset
Financial assets
Total fixed assets
Inventories
Accounts receivables and other receivables
Cash and cash equivalents
Total current assets
Total assets
Paid-in equity
Retained earnings
Non-controlling interests
Total equity
Non-current liabilities to financial institutions
Non-current liabilities at fair value through profit or loss
Non-current finance lease liabilities
Pension obligations
Deferred tax liability
Other non-current provisions
Total non-current liabilities
Current liabilities to financial institutions
Bank Overdraft
Current liabilities at fair value through profit or loss
Current finance lease liabilities
Tax payable
Accounts payable and other payables
Total current liabilities
Total equity and liabilities

5
4

8
6, 10
8

7
8
6, 10

7

Third quarter
2016
2015

Year end
2015

1 706,0
354,1
180,0
53,6
2 293,7
424,9
665,9
79,0
1 169,8
3 463,6

1 732,9
375,1
189,6
51,7
2 349,2
431,9
602,3
149,2
1 183,3
3 532,6

1 741,9
377,9
162,4
55,4
2 337,6
388,2
1 095,0
190,4
1 673,6
4 011,2

1,8
730,1
12,0
743,9
773,5
11,3
188,2
35,8
89,5
0,9
1 099,2
164,9
148,3
147,8
15,4
0,0
1 144,1
1 620,5
3 463,6

1,8
757,2
28,2
787,2
868,4
139,2
204,1
42,2
108,3
1,3
1 363,5
136,5
130,5
0,0
15,4
5,1
1 094,4
1 381,8
3 532,6

1,8
843,0
31,6
876,4
833,3
70,3
200,2
35,9
96,6
1,1
1 237,4
156,8
0,0
48,7
15,4
13,5
1 663,0
1 897,4
4 011,2
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CONDENSED STATEMENT OF CHANGES IN EQUITY
MNOK

Statement of changes in equity
Equity 1 January
Total comprehensive income for the period
Dividends
Change in non-controlling interest
Transfer from minority to majority at end of period *
Equity at the end of period

30.09.2016
Attributed
to equity
Nonholders of
the parent controlling
interest
company
844,8
31,6
-63,6
11,0
0,0
-21,6
-50,3
-7,9
1,0
-1,0
731,9
12,0

Total
equity
876,4
-52,6
-21,6
-58,3
0,0
743,9

30.09.2015
Attributed
to equity
Nonholders of
the parent controlling
interest
company
733,7
27,3
36,1
14,0
0,0
-25,4
0,0
1,5
-10,8
10,8
759,0
28,2

Total
equity
761,0
50,1
-25,4
1,5
0,0
787,2

* The Group owns 99.4% and 90,1%, respectively, of subsidiaries Vingruppen i Norden AB and Excellars AS. There are put and
call options associated with the non-controlling interests, although the Group was not considered to have control of the
shares at the end of the reporting period. These companies have been recognized as though they had been wholly owned,
but with partial presentation of the non-controlling interests. Partial presentation of non-controlling interests means that the
non-controlling interests’ share of the profit for the year is shown in the statement of income, whereas only direct noncontrolling interests are stated in the equity statement. The transfer refers to the non-controlling interests’ share of the
profit for the year, adjusted for the dividend distributed for the period.
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CONDENSED STATEMENT OF CASHFLOW
MNOK
Note
Pre-tax profit
Depreciations and amortisations
Received dividend from associated companies
Net interest in period
Other items without cash effect
Change in inventories
Change in receivables
Change in payables
Cash flow from operating activities before tax
Tax paid
Cash flow from operating activities
Proceeds from sale of tangible & intangible fixed assets
Payments on acquisition of tangible & intangible fixed assets
Payments on acquisition of operations
Proceeds form sale of operations
Cash flows from investment activities
Proceeds - Incentive program
Payments - Incentive program
New debt to financial institutions
Repayment debt to financial institutions
Change other long term loans
Interest received in period
Interest paid in period
Paid dividend and Group contributions
Other financing payments
Cash flow from financing activities
Total cash flow
Holdings of cash and cash equivalents at the beginning of
period
Effect of exchange rate changes on cash and cash
equivalents
Holdings of cash and cash equivalents at the end of
period

Specification of cash and cash equivalents at the end of
the period
Cash and cash equivalents at the end of the period
Overdraft cashpool system at the end of the period
Holdings of cash and cash equivalents at the end of
period

Third quarter
2016
2015
-21,9
5,0
12,9
14,1
0,0
0,0
16,4
17,5
64,3
37,0
13,0
-2,0
155,6
221,0
-119,7
-87,3
120,6
205,2
-8,7
-3,1
112,0
202,1
0,1
5,3
-34,0
-10,8
0,0
-1,6
0,0
4,8
-33,9
-2,2
0,0
0,0
0,0
0,0
0,0
0,0
-40,8
-35,7
0,1
0,0
1,8
2,4
-18,2
-19,7
-4,9
-0,2
-38,3
0,0
-100,3
-53,2
-22,3
146,7

Year end
Year to date
2016
2015
2015
-7,7
-18,9
101,7
38,5
41,5
55,5
2,9
3,9
4,6
51,1
51,0
67,9
66,2
32,7
5,3
-36,7
-21,0
22,7
443,5
563,1
64,8
-509,2
-573,0
0,7
48,6
79,4
323,2
-46,6
-44,1
-50,6
2,0
35,2
272,6
0,9
11,1
14,7
-41,8
-63,7
-78,9
0,0
-34,5
-34,6
0,0
4,8
8,3
-40,9
-82,3
-90,5
1,0
0,0
2,0
-2,6
0,0
-2,5
99,5
123,6
124,3
-121,6
-111,9
-149,8
-1,1
0,0
-0,3
5,4
7,5
9,9
-56,3
-57,7
-76,9
-28,0
-19,2
-19,2
-98,6
-62,2
-70,8
-202,4
-119,8
-183,3
-241,3
-166,8
-1,3

-37,9

-139,6

190,4

175,1

175,1

-9,1

11,7

-18,5

10,5

16,6

-69,3

18,7

-69,3

18,7

190,4

79,0
-148,3

149,2
-130,5

79,0
-148,3

149,2
-130,5

190,4
0,0

-69,3

18,7

-69,3

18,7

190,4
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Notes
NOTE 1 ACCOUNTING PRINCIPLES

The Groups condensed interim Financial statements are prepared according to IAS 34 Interim Financial Reporting. The
interim reporting does not include all information that is normally prepared in a full annual financial statement, and should
be read in conjunction with the Groups annual financial statement as at 31.12.2015. The condensed interim financial
statements have been subject to review in accordance with the international standard on review engagements ISRE 2410,
”Review of Interim Financial Information” by our independent auditor, Ernst & Young AS.
The consolidated financial statement for the year 2015 was approved by the Board on June 21st 2016.
The accounting principles used in the Groups interim reporting, are the same principles presented in the approved financial
statement for 2015, except the reclassification of re-invoiced A&P costs in Sweden, see comment in segment Wine.
As of 30.09.2016, the following exchange rates have been used in translation of income and financial position figures from
subsidiaries with functional currency other than NOK:
EUR average rate 9,3846 / EUR closing rate 9,0393
SEK average rate 1,0018 / SEK closing rate 0,9396
DKK average rate 1,2601 / DKK closing rate 1,2129

NOTE 2 OTHER INCOME AND EXPENSES

Other income and expenses comprises significant positive and negative non-recurring items and restructuring costs. The
main purpose of this item is to show these significant non-recurring and non-periodic items, so that the development and
comparability of the ordinary items presented in the statement of income are more relevant for the activities.
Other income and expenses during Q3 does mainly consist of expenses related to a due diligence.
Group
MNOK
Other income and expenses
Other revenue
Net gain on sales of fixed assets
Cost of sales
Salary & personnel cost
Other operating expenses
Other income and expenses
Spirits
MNOK
Other income and expenses
Other revenue
Net gain on sales of fixed assets
Cost of sales
Salary & personnel cost
Other operating expenses
Other income and expenses
Wine
MNOK
Other income and expenses
Other revenue
Salary & personnel cost
Other income and expenses

Third quarter
2016
2015
0,0
0,0
0,0
-1,1
-4,9
-5,9

4,2
2,1
0,6
-2,0
1,1
6,0

Third quarter
2016
2015
0,0
0,0
0,0
-0,2
0,0
-0,2

0,0
0,8
0,0
-2,4
-6,9
-8,5

4,2
7,9
0,6
-6,0
0,0
6,8

0,3
-1,1
0,6
-1,3
1,2
-0,3

0,0
0,0
0,0
-1,5
-2,1
-3,6

0,3
4,7
0,6
-1,3
0,5
4,8

0,0
0,0
0,0

0,0
5,2
1,1
-4,5
-2,5
-0,8

Year end
2015

Year to date
2016
2015
3,9
0,0
3,9

5,8
10,0
1,1
-18,7
-14,7
-16,5

Year end
2015

Year to date
2016
2015

Third quarter
2016
2015
0,0
0,0
0,0

Year end
2015

Year to date
2016
2015

3,9
0,0
3,9

5,8
-6,1
-0,4

3rd quarter, 2016

Distribution
MNOK
Other income and expenses
Salary & personnel cost
Other income and expenses
Other
MNOK
Other income and expenses
Net gain on sales of fixed assets
Salary & personnel cost
Other operating expenses
Other income and expenses
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Third quarter
2016
2015
-0,4
-0,4

Year to date
2016
2015
-0,7
-0,7

Third quarter
2016
2015
0,0
-0,5
-4,9
-5,4

-0,4
-0,4

Year end
2015
-1,2
-1,2

Year end
2015

Year to date
2016
2015
3,2
0,0
-0,1
3,2

0,8
-0,5
-4,8
-4,5

-3,4
-3,4

3,2
-3,6
-0,4
-0,8

4,9
-4,6
-12,2
-11,9

NOTE 3 SEGMENT INFORMATION
MNOK
External sales
Spirits
Wine
Distribution
Other
Total external sales

Third quarter
2016
2015
169,3
160,5
367,1
349,1
60,7
58,6
0,0
0,0
597,2
568,3

Year to date
2016
2015
447,0
430,1
1 100,9
984,6
177,9
176,4
0,0
0,0
1 725,8
1 591,1

Year end
2015
709,8
1 403,3
252,2
0,0
2 365,2

MNOK
Sales between segments
Spirits
Wine
Distribution
Other
Eliminations
Totalt sales revenue between segments

Third quarter
2016
2015
1,1
0,9
3,7
6,2
-4,7
-7,1
0,0
0,0
0,0
0,0
0,0
0,0

Year to date
2016
2015
2,8
2,4
16,5
19,2
-19,4
-21,5
0,0
0,0
0,0
-0,1
0,0
0,0

Year end
2015
4,3
25,2
-29,5
0,0
0,0
0,0

MNOK
External other revenue
Spirits
Wine
Distribution
Other
Total external other revenue

Third quarter
2016
2015
7,9
8,7
-6,6
11,6
5,3
4,2
0,0
0,0
6,5
24,6

Year to date
2016
2015
23,5
39,1
7,3
26,3
14,1
13,1
0,2
0,0
45,2
78,5

Year end
2015
51,4
36,2
17,8
0,0
105,4

MNOK
Other revenue between segments
Spirits
Wine
Distribution
Other
Eliminations
Totalt other revenue between segments

Third quarter
2016
2015
37,1
30,9
1,4
1,1
2,6
1,9
43,2
44,7
-84,3
-78,6
0,0
0,0

Year to date
2016
2015
96,9
58,7
1,4
1,1
7,8
5,3
129,7
134,2
-235,9
-199,3
0,0
0,0

Year end
2015
89,3
1,9
9,5
178,9
-279,7
0,0
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MNOK
EBITDA
Spirits
Wine
Distribution
Other
Eliminations
Total EBITDA

Third quarter
2016
2015
43,6
29,3
53,0
52,6
1,4
-4,4
-12,5
1,3
0,0
0,0
85,4
78,8

Year to date
2016
2015
71,3
27,6
134,8
135,3
-8,1
-22,9
-23,4
-15,8
0,0
0,0
174,6
124,3

Year end
2015
112,2
197,1
-19,2
-32,4
0,0
257,8

MNOK
EBIT
Spirits
Wine
Distribution
Other
Eliminations
Total EBIT

Third quarter
2016
2015
37,6
21,9
52,8
52,3
-2,0
-7,8
-14,6
-0,5
-1,2
-1,2
72,5
64,7

Year to date
2016
2015
53,4
5,8
134,0
134,6
-18,3
-33,3
-29,6
-20,7
-3,5
-3,5
136,0
82,8

Year end
2015
85,4
195,9
-32,9
-41,3
-4,7
202,3

Third quarter
2016
2015

Year to date
2016
2015

Year end
2015

NOTE 4 FIXED ASSETS
MNOK
Fixed Assets
Purchase cost at beginning of period
Additions tangible fixed assets
Transferred from assets under construction
Aquisition of business
Reclassifications
Purchase price, disposed assets
Translation differances
Purchase cost at end of period

626,4
-0,3
-1,8
0,0
0,0
0,0
-0,2
624,1

609,8
10,7
0,0
0,0
-0,3
-6,6
2,5
616,2

624,1
6,5
-4,0
0,0
-1,3
0,0
-1,3
624,1

690,1
53,8
0,0
0,7
-38,7
-88,4
-1,3
616,2

690,1
65,7
0,0
0,7
-38,7
-93,7
0,1
624,1

Accumulated depreciation at beginning of period
Aquisition of business
Accumulated depreciation, disposed assets
Ordinary depreciations in period
Impairment in period
Reclassifications
Translation differances
Accumulated depreciation at end of period

-261,5
0,0
0,0
-8,7
0,0
0,0
0,1
-270,1

-232,2
0,0
3,5
-7,8
-2,4
0,0
-2,2
-241,1

-246,2
0,0
0,0
-26,1
0,0
1,3
1,0
-270,1

-311,6
-0,4
85,3
-28,2
-2,4
15,0
1,3
-241,1

-311,6
-0,4
89,4
-36,2
-2,6
15,0
0,3
-246,2

Book Value at end of period

354,1

375,1

354,1

375,1

377,9

Specification of fixed assets
Land, buildings and other real estate
Machinery and equipment
Fixtures and fittings, tools, office equipment etc.
Assets under construction
Book Value at end of period

0,0
328,9
22,7
2,5
354,1

1,3
283,9
27,2
62,7
375,1

0,0
328,9
22,7
2,5
354,1

1,3
283,9
27,2
62,7
375,1

0,0
284,9
25,6
67,4
377,9
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NOTE 5 INTANGIBLE ASSETS
MNOK
Intangible assets
Purchase cost at beginning of period
Addition of intangible assets
Aquistion of business
Transferred from assets under construction
Reclassification
Translation differances
Purchase cost at end of period
Acc. depreciation and amortizations at beginning of period
Reclassification
Depreciations in period
Amortizations in period
Write downs in period
Acc. depreciation and amortizations at end of period
Book Value at end of period
Specification of intangible assets
MNOK
Intangible assets
Goodwill
Brands
Software
Book Value at end of period

Third quarter
2016
2015

Year to date
2016
2015

Year end
2015

1 834,3
34,3
0,0
1,8
0,0
-33,6
1 836,8

1 775,8
0,7
-0,2
0,0
0,0
69,5
1 845,8

1 860,4
35,3
0,0
4,0
0,0
-62,9
1 836,8

1 723,8
9,6
24,5
0,0
38,1
49,9
1 845,8

1 723,8
13,2
24,7
0,0
38,1
60,7
1 860,4

-126,7
0,0
-2,8
-1,4
0,2
-130,7

-108,7
0,0
-2,5
-1,4
-0,2
-112,8

-118,5
0,0
-8,2
-4,2
0,2
-130,7

-87,4
-14,3
-6,7
-4,1
-0,2
-112,8

-87,4
-14,3
-9,4
-5,5
-1,8
-118,5

1 706,0

1 732,9

1 706,0

1 732,9

1 741,9

Year to date
2016
2015
1 006,3
1 034,8
667,1
663,1
32,7
35,0
1 706,0
1 732,9

Year end
2015
1 042,2
665,7
34,0
1 741,9

Year to date
2016
2015
119,0
198,4
1,0
1,5
-42,0
-64,7
80,9
3,3
0,2
0,8
159,1
139,3

Year end
2015
198,4
2,0
-64,7
-17,6
0,9
119,0

Third quarter
2016
2015
1 006,3
1 034,8
667,1
663,1
32,7
35,0
1 706,0
1 732,9

NOTE 6 LIABILITIES AT FAIR VALUE THROUGH PROFIT AND LOSS
MNOK
Liabilities at fair value through profit and loss
Book value at beginning of period
Additions in period
Paid during period
Changes in value during period
Interest during period
Book value at end of period
From this;
Current liability
Non-current liability
Total liabilities through profit and loss

Third quarter
2016
2015
86,3
138,0
0,0
1,5
0,0
-2,5
72,8
2,1
0,0
0,2
159,1
139,3
147,8
11,3
159,1

0,0
139,2
139,2

147,8
11,3
147,8

0,0
139,2
0,0

Due to long term growth and value creation of ArcusGruppen, and hence increased estimated value of the internal share
program for management, financial costs have been debited with 72,8 MNOK in the quarter, see also note 10.

48,7
70,3
48,7
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NOTE 7 OTHER PROVISIONS
Non-current provisions
MNOK
Severance pay
Book value at beginning of period
Used in period
Addition in period
Book value at end of period

Third quarter
2016
2015
0,9
1,4
0,0
-0,2
0,0
0,0
0,9
1,3

Year to date
2016
2015
1,1
1,7
-0,2
-0,4
0,0
0,0
0,9
1,3

Year end
2015
1,7
-0,6
0,0
1,1

Third quarter
2016
2015
1 219,3
1 257,2
0,0
0,0
-40,3
-35,7
-24,2
25,3
1 154,8
1 246,8

Year to date
2016
2015
1 225,7
1 208,6
100,0
124,3
-121,6
-111,9
-49,2
25,8
1 154,8
1 246,8

Year end
2015
1 208,6
124,3
-149,8
42,6
1 225,7

NOTE 8 DEBT TO FINANCIAL INSTITUTIONS
Liabilities to financial institutions, including financial leasing
MNOK
Debt to financial institutions
Debt at beginning of period
New debt in period
Repayments in period
Translation differances
Debt to financial institutions at end of period
Capitalized borrowing costs at beginning of period
Capitalized borrowing costs during period
Amortized borrowing costs during period
Capitalized borrowing costs at end of period
Book value debt to financial institutions at end of period

-15,5
0,0
2,5
-13,0
1 141,8

-24,9
0,0
2,5
-22,5
1 224,4

-20,0
-0,5
7,5
-13,0
1 141,8

-28,2
-1,6
7,3
-22,5
1 224,4

-28,2
-1,6
9,8
-20,0
1 205,7

Year to date
2016
2015
164,9
136,5
15,4
15,4
148,3
130,5
328,6
282,3

Year end
2015
156,8
15,4
0,0
172,2

From this, current liabilities to financial institutions, including financial leasing
MNOK
Liabilities to financial institutions
First years payment of long term loans
First years payment of financial leasing
Bank overdraft
Current liabilities to financial institutions at end of period

Third quarter
2016
2015
164,9
136,5
15,4
15,4
148,3
130,5
328,6
282,3
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NOTE 9 TRANSACTIONS WITH RELATED PARTIES

In addition to subsidiaries and associated companies, the Group’s related parties are defined as the owners, all members of
the Board of Directors and Group senior management, as well as companies in which any of these parties have either
controlling interests, board appointments or are senior staff. All transactions with related parties, which is not eliminated in
the Group accounts is presented below:
Sale and purchase transactions with related parties
MNOK
Purchase of goods and services
Tiffon AS
Hoff SA
Det Danske Spiritus Kompagni A/S
Totale purchase transactions

Third quarter
2016
2015
15,8
15,8
1,5
8,8
0,6
0,3
17,8
25,0

Year to date
2016
2015
35,9
44,4
18,8
15,1
2,9
2,4
57,6
62,0

Year end
2015
65,7
25,2
2,7
93,6

MNOK
Sale of goods and services
Tiffon SA
Det Danske Spiritus Kompagni A/S
Totale sale transactions

Third quarter
2016
2015
0,0
0,0
24,2
27,0
24,2
27,0

Year to date
2016
2015
3,4
4,1
74,3
78,2
77,7
82,3

Year end
2015
4,1
137,7
141,8

MNOK
Short term receivables from related parties
Tiffon SA
Det Danske Spiritus Kompagni A/S
Total short term receivables from related parties

Third quarter
2016
2015
0,0
0,7
13,9
14,8
13,9
15,5

Year end
2015
0,0
18,9
18,9

MNOK
Short term debt to related parties
Hoff SA
Tiffon SA
Det Danske Spiritus Kompagni A/S
Total short term debt to related parties

Third quarter
2016
2015
1,1
6,4
0,3
7,8

Year end
2015
4,4
16,8
0,1
21,3

Receivables and debt at end of period

2,2
2,3
0,1
4,6
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NOTE 10 FINANCIAL INSTRUMENTS
Categorisations of financial assets and liabilities

MNOK
Assets
Other investments in shares
Other long term receivables
Accounts receivables
Other receivables
Cash and cash equivalents
Total financial assets as of third quarter 2016
Total financial assets as of third quarter 2015

Financial
instruments
at fair value
through
profit and
loss

Assets
Loans and available for
receivables
sale

Financial
liabilities

Total book
value at end
of period

0,0
0,0
0,0
0,0
0,0
0,0
2,7

0,0
1,3
568,3
72,8
-69,3
573,0
580,9

0,2
0,0
0,0
0,0
0,0
0,2
0,2

0,0
0,0
0,0
0,0
0,0
0,0
0,0

0,2
1,3
568,3
72,8
-69,3
573,2
583,8

0,0
159,1
0,0
0,0
15,1
174,3
159,1

0,0
0,0
0,0
0,0
0,0
0,0
0,0

0,0
0,0
0,0
0,0
0,0
0,0
0,0

1 141,9
0,0
0,0
368,7
10,4
1 520,9
1 575,9

1 141,9
159,1
0,0
368,7
25,5
1 695,2
1 735,0

Assets
MNOK
Total financial assets

Level 1
0,0

Level 2
0,0

Level 3
0,0

Book Value
0,0

Liabilities
MNOK
Liabilities at fair value through profit and loss
Currency derivates
Interest derivatives
Total financial liabilities

Level 1
0,0
0,0
0,0
0,0

Level 2
0,0
3,0
12,2
15,2

Level 3
164,2
0,0
0,0
164,2

Book Value
164,2
3,0
12,2
179,4

Year to date
2016
2015
119,0
198,4
1,0
1,5
-42,0
-64,7
80,9
3,2
0,2
0,8
159,1
139,2

Year end
2015
198,4
2,0
-64,7
-17,6
0,9
119,0

Liabilities
Liabilities to financial institutions
Liabilities at fair value through profit and loss
Other non-current term debt
Accounts payable
Other current debt
Total financial liabilities as of third quarter 2016
Total financial liabilities as of third quarter 2015

Fair value hierarchy

There has not been any transfers of financial assets or liabilities between levels during the period.
Changes financial liabilities, level 3
MNOK
Financial liabilities, level 3, at beginning of period
Fair value at the first time of recognition
Paid during the period
Changes in value during the period
Interest during period
Financial liabilities, level 3 at end of period

Third quarter
2016
2015
86,3
138,0
0,0
1,5
0,0
-2,5
72,8
2,1
0,0
0,2
159,1
139,2

3rd quarter, 2016

Arcus-Gruppen Holding AS

21

Liabilities measured at fair value, categorized at level 3 in the fair value hierarchy, is related to two factors:
1.
2.

Options for the purchase of non-controlling interests in Vingruppen I Norden AB (0,37%) and Excellars AS (9,9%).
Issuance of synthetic shares and options in the share program for selected former and current executives in the
Group.

Options for the purchase of non-controlling interests:
The liabilities related to options for the purchase of non-controlling interests is estimated on the basis of pricing mechanisms
that underlie the purchase agreements and shareholder agreements, discounted to the balance sheet date. The main
parameters of price mechanisms are share value development, measured through EBIT (earnings) until the estimated due
date. As a basis for EBIT, the Group's budgets and long term plans towards expected maturity date is used. Discount rate
used is NIBOR with similar maturity as expected maturity (0.46% per 30.06.2016).
During Q1 2016, the Group purchased 39,1% of the shares in subsidiary Excellars AS, increasing shareholding from 51,0% to
90,1%. The changes in value in 2016 is mainly related to the discount rate, revised budgets and currency development and
the estimated due date.
Synthetic shares and options in the share program:
The synthetic shares and options are issued based on estimated fair value on the date of the issue. Valuation on the date of
issue is calculated based on a cash flow-model, where cash flows are discounted to fair value, with a discount rate, but where
the final value is also assessed against the pricing of comparable companies. Movements in reporting periods between
issuance and settlement, are calculated based on the same principles.
Upon settlement, the synthetic shares entail payments in money equivalent to fair value of the actual shares of the parent
company multiplied by the number of synthetic shares. At the time of clearing, the fair value of the shares will be observable
and will correspond to the actual transaction price. The synthetic options are valued using the Black & Scholes options pricing
model. Upon settlement the related payment will correspond to the difference between the actual share price and the
option exercise price at the time of settlement, multiplied by the number of synthetic options.

NOTE 11 EVENTS AFTER THE CLOSE OF Q3 2016
No significant events have occurred between the close of Q3 and the date on which ArcusGruppen’s interim financial
statements for Q3 2016 were approved. This applies to events that would have provided knowledge of factors present at the
close of Q3 2016, or events concerning matters that have arisen since the close of Q3 2016.

22

Arcus-Gruppen Holding AS

3rd quarter, 2016

Alternative Performance Measures (APM)
In the discussion of the reported operating results, financial position, cash flows and notes, the Group refers to certain
alternative performance measures (APM), which are not defined by generally accepted accounting principles (GAAP) such as
IFRS.
ArcusGruppen management makes regular use of these alternative performance measures and is of the opinion that this
information, along with comparable GAAP measures, is useful to investors who wish to evaluate the company’s operating
performance, ability to repay debt and capability to pursue new business opportunities. Such alternative performance
measures should not be viewed in isolation or as an alternative to the equivalent GAAP measure.
Gross Profit
Gross profit is defined by ArcusGruppen as total operating revenue minus the cost of goods sold.
Gross margin = Gross profit / Total revenue
Group
MNOK
Total operating revenues
Cost of goods
Gross Profit
Spirits
MNOK
Total operating revenues
Cost of goods
Gross Profit
Wine
MNOK
Total operating revenues
Cost of goods
Gross Profit
Distribution
MNOK
Total operating revenues
Cost of goods
Gross Profit

Third quarter
2016
2015
603,7
-344,0
259,7

592,8
-339,5
253,3

Third quarter
2016
2015
215,3
-100,5
114,8

201,1
-97,5
103,6

Third quarter
2016
2015
365,7
-280,6
85,1

368,1
-273,0
95,0

Third quarter
2016
2015
63,8
0,0
63,8

57,6
0,0
57,6

Year to date
2016
2015
1 771,0
-1 018,8
752,2

1 669,6
-947,5
722,1

Year to date
2016
2015
570,3
-271,0
299,3

530,4
-248,0
282,4

Year to date
2016
2015
1 126,2
-844,7
281,5

1 031,2
-758,5
272,7

Year to date
2016
2015
180,5
0,0
180,5

173,2
0,0
173,2

Year end
2015
2 470,6
-1 394,6
1 076,0

Year end
2015
854,8
-412,8
442,0

Year end
2015
1 466,6
-1 071,5
395,1

Year end
2015
250,1
0,0
250,1

Other income and expenses
To provide more information in the Group’s consolidated income statement, significant positive and negative non-recurring
items and restructuring costs are separated out to a separate line in the statement of income called other income and
expenses. Other income and expenses are presented net on this income statement line. See also detailed specifications of
what these items include in note 2 relating to the individual line items.
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EBITDA and EBITDA Adjusted
EBITDA is defined by ArcusGruppen as operating profit before depreciation, write down and amortisation.
EBITDA adjusted is defined by ArcusGruppen as operating profit before depreciation, amortisation and other income and
expenses.
EBITDA-margin = EBITDA/Total operating revenue
EBITDA-margin adjusted = EBITDA adjusted /Total operating revenue
Below is a reconciliation from EBIT to EBITDA adjusted:
Group
MNOK
EBITDA adjusted
EBIT
Depreciations, write downs and amortisations
EBITDA
Other income and expenses
EBITDA adjusted
Spirits
MNOK
EBITDA adjusted
EBIT
Depreciations, write downs and amortisations
EBITDA
Other income and expenses
EBITDA adjusted

Wine
MNOK
EBITDA adjusted
EBIT
Depreciations, write downs and amortisations
EBITDA
Other income and expenses
EBITDA adjusted
Distribution
MNOK
EBITDA adjusted
EBIT
Depreciations, write downs and amortisations
EBITDA
Other income and expenses
EBITDA adjusted
Other
MNOK
EBITDA adjusted
EBIT
Depreciations, write downs and amortisations
EBITDA
Other income and expenses
EBITDA adjusted

Third quarter
2016
2015
72,5
12,9
85,4
5,9
91,3

Year to date
2016
2015

64,7
14,1
78,8
-6,0
72,7

Third quarter
2016
2015
37,6
5,9
43,6
0,2
43,7

21,9
7,4
29,3
0,3
29,6

Third quarter
2016
2015

5,8
21,8
27,6
-4,8
22,8

134,0
0,8
134,8
0,0
134,8

134,6
0,7
135,3
-3,9
131,4

Year to date
2016
2015
-7,8
3,4
-4,4
0,7
-3,7

Third quarter
2016
2015
-14,6
2,1
-12,5
5,4
-7,1

53,4
17,9
71,3
3,6
74,9

Year to date
2016
2015

52,3
0,2
52,6
-3,9
48,6

-2,0
3,4
1,4
0,4
1,8

82,8
41,5
124,3
-6,8
117,5

Year to date
2016
2015

Third quarter
2016
2015
52,8
0,3
53,0
0,0
53,0

136,0
38,5
174,6
8,5
183,1

-18,3
10,2
-8,1
0,4
-7,7

-33,3
10,4
-22,9
1,2
-21,7

Year to date
2016
2015
-0,5
1,8
1,3
-3,2
-1,9

-29,6
6,2
-23,4
4,5
-18,9

-20,7
5,0
-15,8
0,8
-15,0

Year end
2015
202,3
55,5
257,8
16,5
274,4

Year end
2015
85,4
26,8
112,2
0,8
113,0

Year end
2015
195,9
1,3
197,1
0,4
197,5

Year end
2015
-32,9
13,8
-19,2
3,4
-15,7

Year end
2015
-41,3
8,9
-32,4
11,9
-20,5
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Other definitions alternative performance measures shown in key figures table:
Equity ratio
Equity ratio = Total equity/Total equity and liabilities
Net interest bearing debt
Net interest bearing debt = Liabilities to financial institutions + finance lease liabilities + bank overdraft - Cash and cash
equivalents:
MNOK

Net interest bearing debt
Non-current liabilities to financial institutions
Book value of Capitalized arrangement fees
Book value of Interest swap
Non-current finance lease liabilities
Current liabilities to financial institutions
Bank Overdraft
Current finance lease liabilities
Cash and cash equivalents
Net interest bearing debt

Year to date
2016
2015
773,5
13,0
12,2
188,2
164,9
148,3
15,4
-79,0
1 236,3

868,4
22,5
19,9
204,1
136,5
130,5
15,4
-149,2
1 248,0

Year end
2015
833,3
20,0
18,1
200,2
156,8
0,0
15,4
-190,4
1 053,4

Organic growth
Organic revenue growth represent the Segment’s and the Group’s revenues, adjusted for currency effects and structural
changes.
Group
MNOK
Total revenues
Reported total operating revenues
Currency effects
Structural changes1)
Baseline organic growth

Third quarter
2016
2015
603,7
592,8
0,0
4,1
13,0
-6,0
616,7
590,9

Year to date
2016
2015
1 771,0
1 669,6
0,0
61,0
-12,0
-31,5
1 759,0
1 699,1

Spirits
MNOK
Total revenues
Reported total operating revenues
Currency effects
Structural changes
Baseline organic growth

Third quarter
2016
2015
215,3
201,1
0,0
1,4
-2,2
-1,9
213,1
200,6

Year to date
2016
2015
570,3
530,4
0,0
14,9
-2,2
-25,3
568,1
520,0

Wine
MNOK
Total revenues
Reported total operating revenues
Currency effects
Structural changes1)
Baseline organic growth

Third quarter
2016
2015
365,7
368,1
0,0
2,5
14,5
-4,7
380,2
365,9

Year to date
2016
2015
1 126,2
1 031,2
0,0
46,1
-11,6
-7,9
1 114,6
1 069,4

Distribution
MNOK
Total revenues
Reported total operating revenues
Baseline organic growth

Third quarter
2016
2015
63,8
57,6
63,8
57,6

Year to date
2016
2015
180,5
173,2
180,5
173,2

1)

Includes reclassification of MNOK 15,1 MNOK from other revenues to reduced Advertising & Promotion expenses, see segment
Wine.

3rd quarter, 2016

Arcus-Gruppen Holding AS

Contact information
CONTACT PERSON
Per Bjørkum, Group Director Communications and IR
Mobile: +47 922 55 777
E-mail: per.bjorkum@arcus.no
VISITING ADDRESS:
Destilleriveien 11, Hagan, Norway
MAIL ADDRESS:
Postboks 64, N-1483 Hagan, Norway

TELEPHONE:
+47 67 06 50 00
FACEBOOK:
ArcusGruppen
WEB
www.arcus.no
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APPENDIX C
APPLICATION FORM FOR THE RETAIL OFFERING – ARCUS ASA
General information: The terms and conditions for the Retail Offering are set out in the prospectus dated 18 November 2016 (the “Prospectus”), which has been issued
by Arcus ASA (the “Company”) in connection with the offer of new shares to be issued by the Company and the secondary sale of existing shares in the Company by Ratos
AB (the “Principal Shareholder”), as well as certain other shareholders as listed in Section 16.4 “The Selling Shareholders” of the Prospectus (collectively, the “Selling
Shareholders”), and the listing of the Company’s Shares on the Oslo Stock Exchange. All capitalised terms not defined herein shall have the meaning as assigned to them
in the Prospectus.
Application procedure: Norwegian applicants in the Retail Offering who are residents of Norway with a Norwegian personal identification number may apply for Offer
Shares through the VPS online application system by following the link to such online application system on the following websites: www.arcus.no, www.abgsc.no,
www.seb.no and www.carnegie.no. Applications in the Retail Offering can also be made by using this Retail Application Form (see definition in Section 16.8.1 “Offer Price” of
the Prospectus). Retail Application Forms must be correctly completed and submitted by the applicable deadline to one of the following application offices:
ABG Sundal Collier ASA
Munkedamsveien 45E
P.O. Box 1444 Vika
N-0115 Oslo
Norway
Tel: +47 22 01 60 00
Fax: +47 22 01 60 62
Email: subscription@abgsc.no
www.abgsc.com

Skandinaviska Enskilda Banken AB (Publ) Oslo Branch
Filipstad Brygge 1
P.O. Box 1843 Vika
N-0123 Oslo
Norway
Phone: + 47 22 82 70 00
Fax: + 47 21 00 89 62
Email: subscription@seb.no
www.seb.no

Carnegie AS
Grundingen 2
P.O. Box 684 Sentrum
N-0106 Oslo
Norway
Phone: +47 22 00 93 60
Email: subscriptions@carnegie.no
www.carnegie.no

The applicant is responsible for the correctness of the information filled in on this Retail Application Form. Retail Application Forms that are incomplete or incorrectly
completed, electronically or physically, or that are received after expiry of the Application Period, and any application that may be unlawful, may be disregarded without
further notice to the applicant. Subject to any shortening or extension of the Application Period, applications made through the VPS online application system
must be duly registered by 12:00 hours (CET) on 29 November 2016, while applications made on Retail Application Forms must be received by one of the
application offices by the same time. None of the Company, the Selling Shareholders or any of the Joint Bookrunners may be held responsible for postal delays,
unavailable fax lines, internet lines or servers or other logistical or technical matters that may result in applications not being received in time or at all by any of the
application offices. All applications made in the Retail Offering will be irrevocable and binding upon receipt of a duly completed Retail Application Form, or in the case of
applications through the VPS online application system, upon registration of the application, irrespective of any shortening or extension of the Application Period, and cannot
be withdrawn, cancelled or modified by the applicant after having been received by the application office, or in the case of applications through the VPS online application
system, upon registration of the application.
Price of Offer Shares: The indicative price range (the “Indicative Price Range”) for the Offering is from NOK 39 to NOK 45 per Offer Share. The Principal Shareholder
and the Company, in consultation with the Joint Global Coordinators, will determine the final Offer Price on the basis of applications received and not withdrawn in the
Institutional Offering during the Bookbuilding Period and the number of applications received in the Retail Offering. The Offer Price will be determined on or about 29
November 2016. The Offer Price may be set within, below or above the Indicative Price Range. Each applicant in the Retail Offering will be permitted, but not required, to
indicate when ordering through the VPS online application system or on the Retail Application Form that the applicant does not wish to be allocated Offer Shares should the
Offer Price be set higher than the highest price in the Indicative Price Range. If the applicant does so, the applicant will not be allocated any Offer Shares in the event that
the Offer Price is set higher than the highest price in the Indicative Price Range. If the applicant does not expressly stipulate such reservation when ordering through the VPS
online application system or on the Retail Application Form, the application will be binding regardless of whether the Offer Price is set within or above (or below) the
Indicative Price Range.
Allocation, payment and delivery of Offer Shares: In the Retail Offering, no allocations will be made for a number of Offer Shares representing an aggregate value of
less than NOK 10,500 per applicant. All allocations will be rounded down to the nearest whole number of Offer Shares and the payable amount will be adjusted accordingly.
One or multiple applications from the same applicant in the Retail Offering with a total application amount in excess of NOK 1,999,999 will be adjusted downwards to an
application amount of NOK 1,999,999. ABG Sundal Collier ASA, acting as settlement agent for the Retail Offering, expects to issue notifications of allocation of Offer Shares
in the Retail Offering on or about 30 November 2016, by issuing allocation notes to the applicants by mail or otherwise. Any applicant wishing to know the precise number of
Offer Shares allocated to it may contact one of the application offices from on or about 30 November 2016 during business hours. Applicants who have access to investor
services through an institution that operates the applicant’s VPS account should be able to see the number of Offer Shares they have been allocated from on or about 30
November 2016. In registering an application through the VPS online application system or by completing and submitting a Retail Application Form, each applicant in the
Retail Offering will authorise ABG Sundal Collier ASA (on behalf of the Joint Bookrunners) to debit the applicant’s Norwegian bank account for the total amount due for the
Offer Shares allocated to the applicant. Accounts will be debited on or about 2 December 2016 (the “Payment Date”), and there must be sufficient funds in the stated bank
account from and including 30 November 2016. Applicants who do not have a Norwegian bank account must ensure that payment for the allocated Offer Shares is made on
or before the Payment Date. Further details and instructions will be set out in the allocation notes to the applicant to be issued on or about 30 November 2016, or can be
obtained by contacting ABG Sundal Collier ASA at +47 22 01 60 00. ABG Sundal Collier ASA (on behalf of the Joint Bookrunners) is only authorised to debit each account
once, but reserves the right (but has no obligation) to make up to three debit attempts through 7 December 2016 if there are insufficient funds on the account on the
Payment Date. Should any applicant have insufficient funds on its account, or should payment be delayed for any reason, or if it is not possible to debit the account, overdue
interest will accrue and other terms will apply as set out under the heading “Overdue and missing payment” below. Subject to timely payment by the applicant, delivery of
the Offer Shares allocated in the Retail Offering is expected to take place on or about 5 December 2016 (or such later date the relevant account is successfully debited).
Guidelines for the applicant: Please refer to the second page of this Retail Application Form for further application guidelines.
Applicant’s VPS-account (12 digits):

I/we apply for shares for a total of NOK (minimum
NOK 10,500 and maximum NOK 1,999,999):

Applicant’s bank account to be debited (11
digits):

OFFER PRICE: My/our application is conditional upon the final Offer Price not being set above the high-point of the Indicative Price Range as of the date of your
receipt of this Retail Application Form (insert cross) (must only be completed if t he application is conditional upon the final Offer Price not being set
above the prevailing high-point of the Indicative Price Range):
I/we hereby (i) confirm and warrant to have read the Prospectus and that I/we are aware of the risks associated with an investment in the Offer Shares and that I/we are eligible
to apply for and purchase Offer Shares under the terms set forth in the Prospectus, (ii) irrevocably (a) order the number of Offer Shares allocated to me/us up to the amount
specified above subject to the terms and conditions set out in the Prospectus, (b) authorise and instruct each of the Joint Bookrunners (or someone appointed by them) to take all
actions required to purchase the Offer Shares allocated to me/us on my/our behalf, to take all other actions deemed required by them to give effect to the transactions
contemplated by this Retail Application Form, and to ensure delivery of such Offer Shares to me/us in the VPS, on my/our behalf, and (c) authorise ABG Sundal Collier ASA to
debit my/our bank account set out above for the amount of the Offer Shares allotted to me/us.
Date and place(1):
Binding signature(2):

(1)

Must be dated during the Application Period

(2)

The applicant must be of age. If the Retail Application Form is signed by a proxy, documentary evidence of
authority to sign must be attached in the form of a Power of Attorney or Company Registration Certificate.

DETAILS OF THE APPLICANT — ALL FIELDS MUST BE COMPLETED
First name:

Surname / Family name / Company name:

Home address / For companies: registered business address:

Zip code and town:

Identity number (11 digits) / For companies: registration number:

Nationality:

Telephone number (daytime):

E-mail address:

See next page for additional application guidance.
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GUIDELINES FOR THE APPLICANT
THIS RETAIL APPLICATION FORM IS NOT FOR DISTRIBUTION OR RELEASE, DIRECTLY OR INDIRECTLY, IN OR INTO THE UNITED STATES, CANADA,
AUSTRALIA OR JAPAN OR ANY OTHER JURISDICTION IN WHICH THE DISTRIBUTION OR RELEASE WOULD BE UNLAWFUL. OTHER RESTRICTIONS ARE
APPLICABLE. PLEASE SEE “SELLING RESTRICTIONS” BELOW.
Regulatory Matters: Legislation passed throughout the EEA pursuant to the Markets in Financial Instruments Directive (“MiFID”) implemented in the Norwegian Securities
Trading Act, imposes requirements in relation to business investment. In this respect the Joint Bookrunners must categorise all new clients in one of three categories: Eligible
counterparties, Professional and Non-professional clients. All applicants applying for Offer Shares in the Offering who/which are not existing clients of one of the Joint
Bookrunners will be categorised as Non-professional clients. The applicant can by written request to the Joint Bookrunners ask to be categorised as a Professional client if the
applicant fulfils the provisions of the Norwegian Securities Trading Act. For further information about the categorisation the applicant may contact the Joint Bookrunners. The
applicant represents that it has sufficient knowledge, sophistication and experience in financial and business matters to be capable of evaluating the merits and risks of an
investment decision to invest in the Company by applying for Offer Shares, and the applicant is able to bear the economic risk, and to withstand a complete loss of an
investment in the Company.
Execution Only: As the Joint Bookrunners are not in the position to determine whether the application for Offer Shares is suitable for the applicant, the Joint Bookrunners
will treat the application as an execution only instruction from the applicant to apply for Offer Shares in the Offering. Hence, the applicant will not benefit from the
corresponding protection of the relevant conduct of business rules in accordance with the Norwegian Securities Trading Act.
About the Joint Bookrunners; Information Barriers: The Joint Bookrunners are securities firms, offering a broad range of investment services. In order to ensure that
assignments undertaken in the Joint Bookrunners' corporate finance departments are kept confidential, the Joint Bookrunners' other activities, including analysis and stock
broking, are separated from their corporate finance departments by information barriers known as “Chinese walls”. The applicant acknowledges that the Joint Bookrunners'
analysis and stock broking activity may act in conflict with the applicant’s interests with regard to transactions in the Offer Shares as a consequence of such Chinese walls.
VPS Account; Anti-Money Laundering: The Retail Offering is subject to applicable anti-money laundering legislation, including the Norwegian Money Laundering Act of 6
March 2009 no. 11 and the Norwegian Money Laundering Regulation of 13 March 2009 no. 302 (collectively, the “Anti-Money Laundering Legislation”). Applicants who
are not registered as existing customers of one of the Joint Bookrunners must verify their identity to one of the Joint Bookrunners in accordance with requirements of the
Anti-Money Laundering Legislation, unless an exemption is available. Applicants who have designated an existing Norwegian bank account and an existing VPS account on
the Retail Application Form are exempted, unless verification of identity is requested by a Joint Bookrunners. Applicants who have not completed the required verification of
identity prior to the expiry of the Application Period will not be allocated Offer Shares. Participation in the Retail Offering is conditional upon the applicant holding a VPS
account. The VPS account number must be stated in the Retail Application Form. VPS accounts can be established with authorised VPS registrars, who can be Norwegian
banks, authorised securities brokers in Norway and Norwegian branches of credit institutions established within the EEA. Establishment of a VPS account requires verification
of identity to the VPS registrar in accordance with the Anti-Money Laundering Legislation. However, non-Norwegian investors may use nominee VPS accounts registered in
the name of a nominee. The nominee must be authorised by the Norwegian FSA.
Selling Restrictions: The Offering is subject to specific legal or regulatory restrictions in certain jurisdictions, see Section 17 “Selling and Transfer Restrictions” of the
Prospectus. Neither the Company, the Selling Shareholders nor the Joint Bookrunners assumes any responsibility in the event there is a violation by any person of such
restrictions.
Stabilisation: In connection with the Offering, ABG Sundal Collier ASA (as the “Stabilisation Manager”), or its agents, may, upon exercise of the Lending Option, engage
in transactions that stabilise, maintain or otherwise affect the price of the Shares for up to 30 days from the first day of the Listing. Specifically, the Stabilisation Manager
may effect transactions with a view to supporting the market price of the Shares at a level higher than might otherwise prevail, through buying Shares in the open market at
prices equal to or lower than the Offer Price. There is no obligation on the Stabilisation Manager and its agents to conduct stabilisation activities and there is no assurance
that stabilisation activities will be undertaken. Such stabilising activities, if commenced, may be discontinued at any time, and will be brought to an end at the latest 30
calendar days after the first day of the Listing.
Investment decisions based on full Prospectus: Investors must neither accept any offer for, nor acquire any Offer Shares, on any other basis than on the complete
Prospectus.
Terms and Conditions for Payment by Direct Debiting; Securities Trading: Payment by direct debiting is a service provided by cooperating banks in Norway. In the
relationship between the payer and the payer’s bank the following standard terms and conditions apply:
1. The service "Payment by direct debiting — securities trading" is supplemented by the account agreement between the payer and the payer’s bank, in particular Section C
of the account agreement, General terms and conditions for deposit and payment instructions.
2. Costs related to the use of “payment by direct debiting — securities trading” appear from the bank’s prevailing price list, account information and/or information is given
by other appropriate manner. The bank will charge the indicated account for incurred costs.
3. The authorisation for direct debiting is signed by the payer and delivered to the beneficiary. The beneficiary will deliver the instructions to its bank who in turn will charge
the payers bank account.
4. In case of withdrawal of the authorisation for direct debiting the payer shall address this issue with the beneficiary. Pursuant to the Norwegian Financial Contracts Act the
payer’s bank shall assist if payer withdraws a payment instruction which has not been completed. Such withdrawal may be regarded as a breach of the agreement
between the payer and the beneficiary.
5. The payer cannot authorise for payment a higher amount than the funds available at the payer’s account at the time of payment. The payer’s bank will normally perform a
verification of available funds prior to the account is being charged. If the account has been charged with an amount higher than the funds available, the difference shall
be covered by the payer immediately.
6. The payer’s account will be charged on the indicated date of payment. If the date of payment has not been indicated in the authorisation for direct debiting, the account
will be charged as soon as possible after the beneficiary has delivered the instructions to its bank. The charge will not, however, take place after the authorisation has
expired as indicated above. Payment will normally be credited the beneficiary’s account between one and three working days after the indicated date of payment/delivery.
7. If the payer’s account is wrongfully charged after direct debiting, the payer’s right to repayment of the charged amount will be governed by the account agreement and
the Norwegian Financial Contracts Act.
Late or Missing Payments: Should any investor have insufficient funds on his or her account, or should payment be delayed for any reason, or if it is not possible to debit
the account, interest will accrue on the amount due at a rate equal to the prevailing interest rate under the Norwegian Act on Interest on Overdue Payments of 17 December
1976, No. 100, which at the date of this Prospectus was 8.50% per annum. The non-paying investors will remain fully liable for payment of the Offer Shares allocated to
them, irrespective of any payment for the Offer Shares allocated to them by any of the Joint Bookrunners. The Offer Shares allocated to such investors will be transferred to
a VPS account operated by one of the Joint Bookrunners and will be transferred to the non-paying investor when payment of the relevant Offer Shares is received. The Joint
Bookrunners reserve the right, without further notice, to sell or assume ownership of such Offer Shares if payment has not been received by the third day after the payment
due date. If Offer Shares are sold on behalf of the investor, such sale will be for the investor’s account and risk (however so that the investor shall not be entitled to profits
therefrom, if any) and the investor will be liable for any loss, costs, charges and expenses suffered or incurred by the Company, the Selling Shareholders and/or the Joint
Bookrunners as a result of or in connection with such sales, and the Company, the Selling Shareholders and/or the Joint Bookrunners may enforce payment of any amount
outstanding in accordance with Norwegian law.
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APPENDIX D
APPLICATION FORM FOR THE EMPLOYEE OFFERING – ARCUS ASA
General information: The terms and conditions for the Employee Offering are set out in the prospectus dated 18 November 2016 (the “Prospectus”), which has been
issued by Arcus ASA (the “Company”) in connection with the offer of new shares to be issued by the Company and the secondary sale of existing shares in the Company by
Ratos AB (the “Principal Shareholder”), as well as certain other shareholders as listed in Section 16.4 “The Selling Shareholders” of the Prospectus (collectively, the
“Selling Shareholders”), and the listing of the Company’s Shares on the Oslo Stock Exchange. All capitalised terms not defined herein shall have the meaning as assigned
to them in the Prospectus.
Application procedure: Norwegian applicants in the Employee Offering who are residents of Norway with a Norwegian personal identification number may apply for Offer
Shares through the VPS online application system by following the link to such online application system on the Company’s website: www.arcus.no. Applications in the
Employee Offering can also be made by using this Employee Application Form (see definition in Section 16.9.1 “Offer Price” of the Prospectus). Employee Application Forms
must be correctly completed and submitted by the applicable deadline to the following application office:
ABG Sundal Collier ASA
Munkedamsveien 45E
P.O. Box 1444 Vika
N-0115 Oslo
Norway
Tel: +47 22 01 60 00
Fax: +47 22 01 60 62
Email: subscription@abgsc.no
www.abgsc.com
The applicant is responsible for the correctness of the information filled in on this Employee Application Form. Employee Application Forms that are incomplete or incorrectly
completed, electronically or physically, or that are received after expiry of the Application Period, and any application that may be unlawful, may be disregarded without
further notice to the applicant. Subject to any shortening or extension of the Application Period, applications made through the VPS online application system
must be duly registered by 12:00 hours (CET) on 29 November 2016, while applications made on Employee Application Forms must be received by the
application office by the same time. None of the Company, the Selling Shareholders or any of the Joint Bookrunners may be held responsible for postal delays,
unavailable fax lines, internet lines or servers or other logistical or technical matters that may result in applications not being received in time or at all by any of the
application offices. All applications made in the Employee Offering will be irrevocable and binding upon receipt of a duly completed Employee Application Form, or in the case
of applications through the VPS online application system, upon registration of the application, irrespective of any shortening or extension of the Application Period, and
cannot be withdrawn, cancelled or modified by the applicant after having been received by the application office, or in the case of applications through the VPS online
application system, upon registration of the application.
Price of Offer Shares: The indicative price range (the “Indicative Price Range”) for the Offering is from NOK 39 to NOK 45 per Offer Share. The Principal Shareholder
and the Company, in consultation with the Joint Global Coordinators, will determine the final Offer Price on the basis of applications received and not withdrawn in the
Institutional Offering during the Bookbuilding Period and the number of applications received in the Employee Offering. The Offer Price will be determined on or about 29
November 2016. The Offer Price may be set within, below or above the Indicative Price Range. Each applicant in the Employee Offering will be permitted, but not required, to
indicate when ordering through the VPS online application system or on the Employee Application Form that the applicant does not wish to be allocated Offer Shares should
the Offer Price be set higher than the highest price in the Indicative Price Range. If the applicant does so, the applicant will not be allocated any Offer Shares in the event
that the Offer Price is set higher than the highest price in the Indicative Price Range. If the applicant does not expressly stipulate such reservation when ordering through the
VPS online application system or on the Employee Application Form, the application will be binding regardless of whether the Offer Price is set within or above (or below) the
Indicative Price Range. Eligible Employees in the Employee Offering will receive a discount on the aggregate amount payable for the Offer Shares allocated to such employee
of 20%, subject to a maximum discount of NOK 1,500.
Allocation, payment and delivery of Offer Shares: Eligible Employees participating in the Employee Offering will receive full allocation for any application. ABG Sundal
Collier ASA, acting as settlement agent for the Employee Offering, expects to issue notifications of allocation of Offer Shares in the Employee Offering on or about 30
November 2016, by issuing allocation notes to the applicants by mail or otherwise. Any applicant wishing to know the precise number of Offer Shares allocated to it may
contact one of the application offices from on or about 30 November 2016 during business hours. Applicants who have access to investor services through an institution that
operates the applicant’s VPS account should be able to see the number of Offer Shares they have been allocated from on or about 30 November 2016. In registering an
application through the VPS online application system or by completing and submitting an Employee Application Form, each applicant in the Employee Offering will authorise
ABG Sundal Collier ASA (on behalf of the Joint Bookrunners) to debit the applicant’s Norwegian bank account for the total amount due for the Offer Shares allocated to the
applicant. Accounts will be debited on or about 2 December 2016 (the “Payment Date”), and there must be sufficient funds in the stated bank account from and including
30 November 2016. Applicants who do not have a Norwegian bank account must ensure that payment for the allocated Offer Shares is made on or before the Payment Date.
Further details and instructions will be set out in the allocation notes to the applicant to be issued on or about 30 November 2016, or can be obtained by contacting ABG
Sundal Collier ASA at +47 22 01 60 00. ABG Sundal Collier ASA (on behalf of the Joint Bookrunners) is only authorised to debit each account once, but reserves the right
(but has no obligation) to make up to three debit attempts through 7 December 2016 if there are insufficient funds on the account on the Payment Date. Should any
applicant have insufficient funds on its account, or should payment be delayed for any reason, or if it is not possible to debit the account, overdue interest will accrue and
other terms will apply as set out under the heading “Overdue and missing payment” below. Subject to timely payment by the applicant, delivery of the Offer Shares allocated
in the Employee Offering is expected to take place on or about 5 December 2016 (or such later date the relevant account is successfully debited).
Guidelines for the applicant: Please refer to the second page of this Employee Application Form for further application guidelines.
Applicant’s VPS-account (12 digits):

I/we apply for shares for a total of NOK:

Applicant’s bank account to be debited (11
digits):

OFFER PRICE: My/our application is conditional upon the final Offer Price not being set above the high-point of the Indicative Price Range as of the date of your
receipt of this Employee Application Form (insert cross) (must only be completed if the application is conditional upon the final Offer Price not being set
above the prevailing high-point of the Indicative Price Range):
I/we hereby (i) confirm and warrant to have read the Prospectus and that I/we are aware of the risks associated with an investment in the Offer Shares and that I/we are eligible
to apply for and purchase Offer Shares under the terms set forth in the Prospectus, (ii) irrevocably (a) order the number of Offer Shares allocated to me/us up to the amount
specified above subject to the terms and conditions set out in the Prospectus, (b) authorise and instruct each of the Joint Bookrunners (or someone appointed by them) to take all
actions required to purchase the Offer Shares allocated to me/us on my/our behalf, to take all other actions deemed required by them to give effect to the transactions
contemplated by this Employee Application Form, and to ensure delivery of such Offer Shares to me/us in the VPS, on my/our behalf, and (c) authorise ABG Sundal Collier ASA to
debit my/our bank account set out above for the amount of the Offer Shares allotted to me/us.
Date and place(1):
Binding signature(2):

(1)

Must be dated during the Application Period

(2)

The applicant must be of age. If the Employee Application Form is signed by a proxy, documentary evidence of
authority to sign must be attached in the form of a Power of Attorney or Company Registration Certificate.

DETAILS OF THE APPLICANT — ALL FIELDS MUST BE COMPLETED
First name:

Surname / Family name / Company name:

Home address / For companies: registered business address:

Zip code and town:

Identity number (11 digits) / For companies: registration number:

Nationality:

Telephone number (daytime):

E-mail address:

See next page for additional application guidance.
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GUIDELINES FOR THE APPLICANT
THIS EMPLOYEE APPLICATION FORM IS NOT FOR DISTRIBUTION OR RELEASE, DIRECTLY OR INDIRECTLY, IN OR INTO THE UNITED STATES, CANADA,
AUSTRALIA OR JAPAN OR ANY OTHER JURISDICTION IN WHICH THE DISTRIBUTION OR RELEASE WOULD BE UNLAWFUL. OTHER RESTRICTIONS ARE
APPLICABLE. PLEASE SEE “SELLING RESTRICTIONS” BELOW.
Regulatory Matters: Legislation passed throughout the EEA pursuant to the Markets in Financial Instruments Directive (“MiFID”) implemented in the Norwegian Securities
Trading Act, imposes requirements in relation to business investment. In this respect the Joint Bookrunners must categorise all new clients in one of three categories: Eligible
counterparties, Professional and Non-professional clients. All applicants applying for Offer Shares in the Offering who/which are not existing clients of one of the Joint
Bookrunners will be categorised as Non-professional clients. The applicant can by written request to the Joint Bookrunners ask to be categorised as a Professional client if the
applicant fulfils the provisions of the Norwegian Securities Trading Act. For further information about the categorisation the applicant may contact the Joint Bookrunners. The
applicant represents that it has sufficient knowledge, sophistication and experience in financial and business matters to be capable of evaluating the merits and risks of an
investment decision to invest in the Company by applying for Offer Shares, and the applicant is able to bear the economic risk, and to withstand a complete loss of an
investment in the Company.
Execution Only: As the Joint Bookrunners are not in the position to determine whether the application for Offer Shares is suitable for the applicant, the Joint Bookrunners
will treat the application as an execution only instruction from the applicant to apply for Offer Shares in the Offering. Hence, the applicant will not benefit from the
corresponding protection of the relevant conduct of business rules in accordance with the Norwegian Securities Trading Act.
About the Joint Bookrunners; Information Barriers: The Joint Bookrunners are securities firms, offering a broad range of investment services. In order to ensure that
assignments undertaken in the Joint Bookrunners' corporate finance departments are kept confidential, the Joint Bookrunners' other activities, including analysis and stock
broking, are separated from their corporate finance departments by information barriers known as “Chinese walls”. The applicant acknowledges that the Joint Bookrunners'
analysis and stock broking activity may act in conflict with the applicant’s interests with regard to transactions in the Offer Shares as a consequence of such Chinese walls.
VPS Account; Anti-Money Laundering: The Employee Offering is subject to applicable anti-money laundering legislation, including the Norwegian Money Laundering Act of
6 March 2009 no. 11 and the Norwegian Money Laundering Regulation of 13 March 2009 no. 302 (collectively, the “Anti-Money Laundering Legislation”). Applicants who
are not registered as existing customers of one of the Joint Bookrunners must verify their identity to one of the Joint Bookrunners in accordance with requirements of the
Anti-Money Laundering Legislation, unless an exemption is available. Applicants who have designated an existing Norwegian bank account and an existing VPS account on
the Employee Application Form are exempted, unless verification of identity is requested by a Joint Bookrunners. Applicants who have not completed the required verification
of identity prior to the expiry of the Application Period will not be allocated Offer Shares. Participation in the Employee Offering is conditional upon the applicant holding a
VPS account. The VPS account number must be stated in the Employee Application Form. VPS accounts can be established with authorised VPS registrars, who can be
Norwegian banks, authorised securities brokers in Norway and Norwegian branches of credit institutions established within the EEA. Establishment of a VPS account requires
verification of identity to the VPS registrar in accordance with the Anti-Money Laundering Legislation. However, non-Norwegian investors may use nominee VPS accounts
registered in the name of a nominee. The nominee must be authorised by the Norwegian FSA.
Selling Restrictions: The Offering is subject to specific legal or regulatory restrictions in certain jurisdictions, see Section 17 “Selling and Transfer Restrictions” of the
Prospectus. Neither the Company, the Selling Shareholders nor the Joint Bookrunners assumes any responsibility in the event there is a violation by any person of such
restrictions.
Stabilisation: In connection with the Offering, ABG Sundal Collier ASA (as the “Stabilisation Manager”), or its agents, may, upon exercise of the Lending Option, engage
in transactions that stabilise, maintain or otherwise affect the price of the Shares for up to 30 days from the first day of the Listing. Specifically, the Stabilisation Manager
may effect transactions with a view to supporting the market price of the Shares at a level higher than might otherwise prevail, through buying Shares in the open market at
prices equal to or lower than the Offer Price. There is no obligation on the Stabilisation Manager and its agents to conduct stabilisation activities and there is no assurance
that stabilisation activities will be undertaken. Such stabilising activities, if commenced, may be discontinued at any time, and will be brought to an end at the latest 30
calendar days after the first day of the Listing.
Investment decisions based on full Prospectus: Investors must neither accept any offer for, nor acquire any Offer Shares, on any other basis than on the complete
Prospectus.
Terms and Conditions for Payment by Direct Debiting; Securities Trading: Payment by direct debiting is a service provided by cooperating banks in Norway. In the
relationship between the payer and the payer’s bank the following standard terms and conditions apply:
1. The service "Payment by direct debiting — securities trading" is supplemented by the account agreement between the payer and the payer’s bank, in particular Section C
of the account agreement, General terms and conditions for deposit and payment instructions.
2. Costs related to the use of “payment by direct debiting — securities trading” appear from the bank’s prevailing price list, account information and/or information is given
by other appropriate manner. The bank will charge the indicated account for incurred costs.
3. The authorisation for direct debiting is signed by the payer and delivered to the beneficiary. The beneficiary will deliver the instructions to its bank who in turn will charge
the payers bank account.
4. In case of withdrawal of the authorisation for direct debiting the payer shall address this issue with the beneficiary. Pursuant to the Norwegian Financial Contracts Act the
payer’s bank shall assist if payer withdraws a payment instruction which has not been completed. Such withdrawal may be regarded as a breach of the agreement
between the payer and the beneficiary.
5. The payer cannot authorise for payment a higher amount than the funds available at the payer’s account at the time of payment. The payer’s bank will normally perform a
verification of available funds prior to the account is being charged. If the account has been charged with an amount higher than the funds available, the difference shall
be covered by the payer immediately.
6. The payer’s account will be charged on the indicated date of payment. If the date of payment has not been indicated in the authorisation for direct debiting, the account
will be charged as soon as possible after the beneficiary has delivered the instructions to its bank. The charge will not, however, take place after the authorisation has
expired as indicated above. Payment will normally be credited the beneficiary’s account between one and three working days after the indicated date of payment/delivery.
7. If the payer’s account is wrongfully charged after direct debiting, the payer’s right to repayment of the charged amount will be governed by the account agreement and
the Norwegian Financial Contracts Act.
Late or Missing Payments: Should any investor have insufficient funds on his or her account, or should payment be delayed for any reason, or if it is not possible to debit
the account, interest will accrue on the amount due at a rate equal to the prevailing interest rate under the Norwegian Act on Interest on Overdue Payments of 17 December
1976, No. 100, which at the date of this Prospectus was 8.50% per annum. The non-paying investors will remain fully liable for payment of the Offer Shares allocated to
them, irrespective of any payment for the Offer Shares allocated to them by any of the Joint Bookrunners. The Offer Shares allocated to such investors will be transferred to
a VPS account operated by one of the Joint Bookrunners and will be transferred to the non-paying investor when payment of the relevant Offer Shares is received. The Joint
Bookrunners reserve the right, without further notice, to sell or assume ownership of such Offer Shares if payment has not been received by the third day after the payment
due date. If Offer Shares are sold on behalf of the investor, such sale will be for the investor’s account and risk (however so that the investor shall not be entitled to profits
therefrom, if any) and the investor will be liable for any loss, costs, charges and expenses suffered or incurred by the Company, the Selling Shareholders and/or the Joint
Bookrunners as a result of or in connection with such sales, and the Company, the Selling Shareholders and/or the Joint Bookrunners may enforce payment of any amount
outstanding in accordance with Norwegian law.
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