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Welcome to read Altia’s
renewed Annual Report!

WE HAVE COMBINED Altia’s reports into one Annual Report. Altia’s Annual Report 2017
consists of business overview, report by the Board of Directors, governance statements,
corporate responsibility section and financial statements.

In accordance with the EU Directive and the Finnish Accounting Act, we publish a Non-Finan-
cial Statement as a part of the report by the Board of Directors. The Non-Financial Statement
provides an overview of Altia's approach to environmental, social and employee, human rights
and anti-corruption and anti-bribery matters.

Corporate responsibility is both a strategic priority and a key success factor for Altia. Altia
reports on the company’s responsibility efforts in accordance with the model for corporate
responsibility reporting for state-owned companies and the Global Reporting Initiative (GRI)
guidelines. More detailed information about Altia’s responsibility work is provided in the sepa-
rate section on corporate responsibility.

The Group's consolidated financial statements are prepared in accordance with Internation-
al Financial Reporting Standards (IFRS) and the parent company’s financial statements in
accordance with Finnish Accounting Standards (FAS). Note disclosures are split into sections
and accounting principles are attached to the notes.

Altiain brief

Altiais aleading Nordic alcoholic beverage brand company operating in the wines
and spirits markets in the Nordic countries, Estonia and Latvia. We produce, im-
port, market, sell and distribute both own and partner brand beverages. We also
have production in Cognac, France. Further, Altia exports alcoholic beverages to
approximately 30 countries, most of which are in Europe, Asia and North America.
Our own core brands are Koskenkorva, O.P. Anderson, Larsen, Renault, Chill Out,
Blossa, Xanté and Valhalla. We want to enhance a modern, responsible Nordic
drinking culture. www.altiagroup.com
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2015 2016 2017

Finland & Exports 133.9
@ Scandinavia 123.7
Altia Industrial 101.3

Net sales
@ Comparable EBITDA

Financial targets and dividend policy

Altia has set the following long-term financial targets:

15% 2%

Comparable EBITDA margin
of 15% in the long-term

Annual net sales growth
of 2 per cent over time

2015 2016 2017

Finland & Exports
@ Scandinavia
Altia industrial

2015 2016 2017

Equity ratio
o Gearing

<2.5x >60%

The Company’s target is to keep
reported net debt in relation to
comparable EBITDA below 2.5x in
long-term

Altia pursues an active dividend policy, and the result of the period not
considered necessary to grow and develop the company will be distribut-
ed to the shareholders. According to the dividend policy, the Company tar-
gets a dividend pay-out ratio of 60% or above of the result for the period.
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‘Reduced carbon
dioxide emissions

- bl B
Responsibility key figures 2017

2017 2016 2015
| Prgd'ucec.:l or imported beverages 938 90.0 955
= (million liters) o
Average_alcooholic strength of Altia’'s own 317 316 J|
production (% vol.)
Use of barley (million kg) 206.0 192.2
Reduction in Koskenkorva CO, emissions
compared to 2014 base year b 0% Az 1 / ol
Average waste recycling & reutilisationrate 99 59 99.5% ' 4 B ! i
Water use (1,000 m?) 663.4 1,136.0 , f
g _ Sickness absence % 3.3 3.2
* Number of accidents in relation to hours 11 8
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Our own Nordic
core brands have
continued to deliver
stable growth.
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CEO'SREVIEW 2017

Profitability continuing to improve and
net sales turning to growth

Continuing the transformation journey of Altia towards the strategic ambitions,
the year 2017 marks an important turning point for Altia with both net sales
developing positively and profitability continuing to improve.

Our net sales turned into slight growth in
2017. The growth was driven by good demand
for industrial products in the Altia Industrial
segment as well as continued solid perfor-
mance of Altia’s core brands and core partner
products in Finland, Sweden, travel retail, and
exports. In addition, continuous efficiency
initiatives, margin development and cost man-
agement improved the comparable EBITDA
marginto 11.8% against 11.5% in 2016.

Looking back at Altiain 2017, the business
has developed in line with the strategy to
deliver profitable growth. Our own Nordic
core brands have continued to deliver stable
growth.

Entering the US market with Koskenkorva
Vodka and O.P. Anderson Aquavit was an im-
portant opening for us. Our exports to Russia
are growing and we began exporting Kosken-
korva Vodka to Kazakhstan, a new market for
us in Central Asia. We also strengthened the

position of Larsen Cognac in Asia by partner-
ing with AsiaEuro to distribute Larsen Cognac
in China and Hong Kong, Macau, Singapore,
Malaysia and Indonesia.

Our own wine portfolio has captured the wine
market growth with successful new innova-
tions, such as True Colours Cava and Xanté
Sparkling. The Blossa family expanded with
new launches, especially within the non-alco-
holic category.

In partner brands business, we deepened the
partnerships with our key strategic partners.
At the beginning of 2017, we further de-
veloped our partnership with Constellation
Brands by extending the representation of
Charles Smith wines to also cover Sweden and
Norway, in addition to Finland. In February, we
expanded the partnership with Grupo Penaflor
by extending the representation of the wine
brand Finca las Moras to also cover Sweden,
Norway and Estonia, in addition to Finland. In
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Sustainability
continues to be a
trend that drives
consumer behaviour
and our business.

August, we entered an agreement with a new
partner, Treasury Wine Estates, in the Finnish
market.

The new Alcohol Act came partly into force in
Finland in January 2018. The new Act allows
the sale of ethanol-based RTD’s (ready-to-
drink beverages) via the Finnish retail channel
and, thereby, opens up new opportunities for
Altia as we can take new products and our well-
known brands onto the retail shelves.

During 2017, Altia invested in increasing the
barley starch capacity at the Koskenkorva
plant, which led to a record high use, 206
million kilos, of Finnish barley at the plant. At
the Rajamaki plant, we completed extensive
work to simplify and digitalise the production
environment, including the implementation of
an ERP system. | am also pleased with a new
flexible production line that was taken into use
at the Rajamaki plant in the autumn of 2017.
During the spring, we opened a new aquavit

distillery in Sundsvall, Sweden. All of Altia's
Swedish aquavit distillation is now concentrat-
ed towards the same facility.

Responsibility as a strategic priority
and a key success factor

Sustainability continues to be a trend that
drives consumer behaviour and our business,
together with premiumisation, increasing
health consciousness and the desire for
authenticity and convenience. Consumers are
seeking, for example, unique local products,
products with stories behind them, pure raw
materials and convenient packages.

For Altia, responsibility is both a strategic
priority and a key success factor, which is
reflected in our work and products.

Inearly 2017, we joined our second Ener-

gy Efficiency Agreement and committed to
reducing energy use by 10 % by the year 2025
compared to consumption in the beginning

of 2014. Following the energy efficiency and
production optimisation measures taken
during the year, we succeeded in reducing
energy use relative to production at Rajamaki
and at Koskenkorva. During the year, we made
substantial efforts to improve the level of food
safety management at our biggest production
site, Rajamaki, which resulted in the plant being
successfully certified against the 1ISO22000
standard in November. A significant step for
us was joining the amfori BSCl initiative in
April 2017. By becoming the only wines and

spirits importer in the Nordics and Baltics to
be a participant in the initiative, we are better
equipped to develop social responsibility in our
supply chains and to respond to any challenges
arising therein.

The year 2017 marked the final year of our
current corporate responsibility action plan.
During 2017, we spent time planning our
actions to take place from the year 2018 on-
wards. We received almost 50 ideas on how to
develop Altia’s responsibility over the coming
three to five years, with several concrete
actions under each idea. The first ideas will be
implemented in 2018 and the rest were stored
for later utilisation.

Following the owner’s announcement in Oc-
tober 2017 on the investigation of a possible
IPO of Altia, the focus has been on developing
the company and executing the strategy of
profitable growth. In addition, the necessary
preparations have been made to support the
owner's considerations.

I'would like to thank our customers and part-
ners for a successful year. | would also like to
express my warmest thanks to our personnel
for their excellent work and commitment dur-
ing the year 2017.

Pekka Tennila
CEO
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Megatrends

ALTIA'S STRATEGY

Altia wants to support and co-create {I"{ "},\1 <
the development of a new, modern : lﬁ\ s
and responsible drinking culture. =
Strengthen
strategic '\ =
partnerships ' =
Fund and enable . \

ban g o Wl | eed : : . _the growth
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o e—commerce

We are the dﬁnks company that understands consumers and shapes the market to grow share.
We create sustainable profitable growth by continuously renewing our offering and ways of working.
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SEGMENTS

Finland & Exports

The Finland & Exports segment comprises the import, sale and
marketing of wine and spirits, and other beverages in Finland
and the Baltics, as well as exports and travel retail.

EUR million 2017 2016
Net sales 133.9 133.9
Comparable EBITDA 19.6 20.2
Comparable EBITDA, 14.6 15.0

% of net sales
Average number of personnel 100 104

Scandinavia

The Scandinavia segment comprises the import, sale and
marketing of wine and spirits, and other beverages in Sweden,
Norway and Denmark.

EUR million 2017 2016
Net sales 123.7 127.4
Comparable EBITDA 115 10.4
Comparable EBITDA, 9.3 8.2

% of net sales
Average number of personnel 86 87

Altia Industrial

The Altia Industrial segment comprises Koskenkorva plant
operations, starch, feed component and technical ethanol
businesses, as well as contract manufacturing services. It also
includes supply chain operations, i.e. production operations in
different countries, customer service and logistics.

EUR million 2017 2016
Net sales 101.3 95.2
Comparable EBITDA 125 8.4
Comparable EBITDA, 12.3 8.8

% of net sales
Average number of personnel 452 507

ANNUAL REPORT 2017
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Value created: Let’s Drink Better

THE KEY TRENDS SHAPING OUR BUSINESS: 740»%~JM§% S%/fwémé/é;?, 7—7(@%% congeivugnef] Premiwmipalion Convenience
|94 |4

OURASSETS

Our people

We employ 703 people
with unique capabilities
and knowhow.

Our brands

We develop and build
our own brands as well as
those of the partners we
represent.

Our partners

We build partnerships
with our brand partners
and develop relationships
with suppliers.

Physical assets

We have production,
logistics and office sites in
seven countries.

Financial capital

Altia’s total assets
amounted to EUR 398.4
millionin 2017.

Natural resources

Barley, water and energy
are key inputs for our
activities. We utilise the
resources efficiently - up to
100% in the case of barley.

Sourcing
We source Finnish
barley, wine, other
raw materials and
packaging materials

to produce high
quality products,
and purchase wines
and spirits from our
partners.

=

OUR BUSINESS ACTIVITIES

Logistics & Distilling, Bottling &
Warehousing Maturation & Packaging
We operate own Blending We use
logistics centres We have distilleries environmentally

and cooperate with in Koskenkorva friendly packaging

our suppliers and
partners to ensure
sustainable logistics.

materials and
efficient bottling
systems.

and Sundsvall,
production plants in
Rajamaki and Taba-
salu, and production
and aging cellarsin
Cognac.

Industrial products & services

We utilise efficiently the side-streams of our production
to produce a variety of end products and services.

At Koskenkorva distillery, the raw material
and all the outputs are utilised fully, with no waste.

0@

We sell and market

customers in home
and export markets.

Sales &
Marketing

our products
responsibly to our

PRODUCTS

OUR

WINES

SPIRITS

OTHER
BEVERAGES

TECHNICAL
ETHANOLS

STARCH

FEED
COMPONENTS

We continuously develop our offering and provide new products in premium, low-alcohol
and non-alcohol categories. We improve our ways of working and investigate new sources

INNOVATION & CONTINUOUS IMPROVEMENT

of improved operational performance.

VALUE CREATED

Customers & Consumers: We offer

products for positive occasions: higher

quality, local production, more organic, lighter,

environmentally friendlier.

» Good and shared moments

* New and innovative quality products

» Unique and comprehensive brand portfolio,
consisting of locally produced products and
leading international wine and spirit brands

Society: We are committed to promoting
responsible alcohol consumption and take
seriously the harm caused by alcohol misuse.
We promote good working conditions in our
supply chains.

» Responsible drinking culture

» Support for Finnish agriculture

« Significant tax contribution

Environment: We minimise the environmen-

tal impacts of our own production and pro-

mote sustainable practices in our value chain.

« Production based on circular economy
principles

« Sustainable & recyclable packaging solutions

« Sustainable agriculture

Employees: We provide meaningful work,
inspiring targets and a possibility to make
adifference.

* Employment and salaries
» Meaningful work and on-the-job learning
» Work-life balance

T
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Report by the Board of Directors

In 2017, Altia’s business developed in line with for the financial year 2016. In total, Altia paid
the strategy, delivering profitable growth. Net EUR 70.5 million as dividends to the owner in

sales developed positively and were slightly 2017 for the financial year 2016. The Board
above the previous year reaching EUR 359.0 of Directors proposes to the Annual General
(356.6) million, an increase of 0.7%. The Meeting that no dividend be paid to the owner
comparable EBITDA continued to improve, to for the financial year 2017.

EUR 42.4 (40.8) million, giving a comparable

EBITDA margin of 11.8% (11.5%). Altia Group's 2017 financial statements are

prepared in accordance with IFRS. Compar-
In December, Altia refinanced its loan portfolio ative information is based on corresponding
and paid an extra dividend of EUR 60.1 million figures for 2016 (figures in brackets), unless
otherwise stated.

KEY RATIOS
Net sales, EUR million 359.0 356.6
Comparable EBITDA, EUR million 424 40.8
% of net sales 11.8 11.5
EBITDA, EUR million 40.3 60.8*
Comparable operating result, EUR million 28.2 264
% of net sales 7.8 7.4
Operating result, EUR million 26.1 46.3
Result for the period, EUR million 18.3 36.1
Earnings per share, EUR 0.51 1.00
Net debt / comparable EBITDA 11 0.1
Average number of personnel 762 829

*Year 2016 included a net gain of EUR 16.3 million on settlement of defined pension benefit obligation, which
has been considered as an item affecting comparability for the year ended 31 December 2016.

Reconciliation of alternative key ratios to IFRS figures are presented on page 34.
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Market development

The general market volumes remained largely
unchanged in all Altia’s main markets in 2017.
Consumers continued to favour higher quality
and also moved towards lighter alcoholic
beverages.

The comprehensive reform of the Finnish Al-
cohol Act was approved at the end of the year.
This reform brings changes in the operating
environment from 2018 onwards. In connec-
tion with the reform, excise duties on alcohol
and alcoholic beverages were also increased at
the beginning of 2018. For spirits, the increase
was 5%, for wines 13%, and for the other cate-

gories changes were between 7.2% and 12.9%.

In the Baltics, Estonia increased excise duty for
beer and cider by 70% and 45% respectively.
This and planned future increases in alcohol
prices in Estonia have opened a market on the
Latvian side of the border, serving both Estoni-
an and Finnish consumers.

The following table illustrates the trends in the
total sales of alcoholic beverages in Finland,
Sweden and Norway. The figures are based

on the sales volumes by litre published by the
state retail monopolies (Alko, Systembolaget
and Vinmonopolet).

DEVELOPMENT OF TOTAL SALES OF ALCOHOLIC BEVERAGES

IN THE MONOPOLY MARKETS

% change compared to previous year
Finland, total sales
Spirits
Wine
Sweden, total sales
Spirits
Wine
Norway, total sales
Spirits
Wine

2017 2016
-0.2 -0.5
-04 -1.3
-0.1 -0.2

+0.2 +0.9
+0.9 +1.4
+0.2 +0.9
-11 +0.7
-0.9 +1.0
-1.1 +0.6

Finland

Towards the year-end, the monopoly sales in
Finland increased slightly, but overall sales in
2017 were down by 0.2%. The spirits catego-
ry sales were down by 0.4%, driven by lower
sales of unflavoured vodkas and VS cognacs.
Growing categories included XO cognacs and
malt whiskies. The slight decline in the wine
category was driven by lower sales of red
wines but on the other hand rosé and sparkling
wines continued growing.

Sweden

In Sweden, the overall monopoly sales con-
tinued to grow slightly in 2017. The spirits
category grew by 0.9%, driven by good sales
of gins, dark rums, fruit liqueurs and bourbon
whiskies. Sparkling wines saw the fastest
growth in the wine category and continued to
take share especially from red wines. The wine
category’s overall growth was 0.2%.

Norway

In Norway, the 2017 monopoly sales were down
by 1.1%. The decline comes from both wines
and spirits. Spirits sales decline was driven by
grape spirits and vodka, whereas liqueurs and
gins continued to grow. In the wine category,
red wine continued to lose share to other wines.

Strategy review

The core of Altia’s strategy is to deliver profit-
able growth through five strategic streams as
described below.

Grow Nordic core brands

The Nordic core brands consist of Altia’s
strongest own spirit and wine brands across
the Nordic region. Growing the Company’s
Nordic core brands requires building brand eg-
uity (brand awareness and consumer percep-
tion, preference and loyalty), communication
and presence through the right channels and
expanding into new consumer occasions and
markets.

Execute a step change in wines

Altia’s focus is on driving growth of the own
brands wine portfolio by offering new prod-
ucts, brands and packaging. The Company tar-
gets to disrupt the growing wine segment with
innovations such as differentiated concepts,
packaging and wine styles.

Strengthen strategic partnerships

The Company aims to strengthen its strategic
partnerships through focusing on growing
business with its key partners and increasing
and deepening co-operation throughout the
value chain.

ANNUAL REPORT 2017
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Channel expansion and development:
The Company’s strategy with regards to
channel expansion includes developing the
Company’s retail business and developing
e-commerce.

Fund and enable growth - Efficiency and
performance initiatives

In addition to the growth initiatives, the Com-
pany focuses on continuously improving the
overall efficiency. In first instance, this includes
improving the efficiencies and finding new ca-
pabilities in the supply chain. Agility, flexibility
and quality of operations are key elements in
improving efficiency and ensuring productivity.

To support the abovementioned organic stra-
tegic streams, Altia continues an active brand
portfolio management, which includes poten-
tial selective acquisitions and/or divestments.

Financial targets and dividend policy
Altia has set the following long-term financial

targets:

e Comparable EBITDA margin of 15% in the
long-term

e Annual net sales growth of 2 per cent over
time

e« The Company's target is to keep reported
net debt in relation to comparable EBITDA
below 2.5x in long-term

Altia pursues an active dividend policy, and the
result of the period not considered neces-
sary to grow and develop the company will be
distributed to the shareholders. According to the
dividend policy, the Company targets a dividend
pay-out ratio of 60% or above of the result for
the period.

Strategy execution and key events in 2017
New and expanded partnerships

At the beginning of 2017, Altia further devel-
oped its partnership with Constellation Brands
by expanding the representation for Charles
Smith wines to cover in addition to Finland,
also Sweden and Norway.

In February, Altia expanded its partnership
with Grupo Pefaflor by extending the rep-
resentation of the wine brand Finca las Moras
to cover in addition to Finland also Sweden,
Norway and Estonia.

In August, Altia entered into a distribution
agreement with Treasury Wine Estates and
became the exclusive distributor of Treasury
Wine Estates’ wine portfolio in retail and on-
trade in Finland.

Important milestones achieved in exports

In June, Altia signed a distribution contract
with Orange Trading for the exports of Kosken-
korva Vodka to Kazakhstan.

In August, Altia signed a distribution agree-
ment with Infinium Spirits to enter the US
market with Koskenkorva Vodka.

In November, Altia partnered with Frederick
Wildman and Sons to expand the Swedish
aquavit O.P. Anderson distribution to the US
market.

In December, Altia entered into an agreement
with AsiaEuro to expand Larsen Cognac distri-
bution in China and also to Hong Kong, Macau,
Singapore, Malaysia and Indonesia.

Successful innovations and product
launches in wines

During 2017, Altia launched several novelties
and innovations across the home market. One
of the most successful launches was the True
Colours Cava, which was launched in February
with an innovative concept to promote human
rights and solidarity and supporting Regnbags-
fonden in Sweden. The Xanté brand was further
extended with the launch of Xanté Sparkling.
Towards the end of the year, the Blossa family
was expanded with the annual Blossa and new
launches, especially within the non-alcoholic
category. The Wine Gallery wine series was a
selection of a white and red wine, and a cham-
pagne specifically launched to celebrate the
jubilee year of Finland’s 100 years of independ-
ence and was sold only during 2017.

Key events within Altia Industrial

In February, Altia announced its intention

to expand the Koskenkorva plant’s starch
production. The investment has been started
during 2017, and as a result the capacity has
increased and allowed the plant to use over
200 million kilos of Finnish barley.

In May, the new O.P. Anderson Distillery in
Sundsvall Sweden, where all Altia’s Swedish
aquavit is originated, was opened.

Recapitalisation

In December, Altia refinanced its loan port-
folio to include a EUR 135 million syndicated
term loan and revolving credit facilities, and a
premium loan agreement of EUR 15 million. At
the same time, Altia also paid an extra dividend
of EUR 60.1 million to the owner.

Ownership

In October, the Ownership Steering Depart-
ment of the State of Finland announced that it
is investigating the possibility of an initial public
offering of Altia Plc on the Nasdaq Helsinki Ltd.
The State of Finland owns 100 per cent of Altia.

ANNUAL REPORT 2017
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Financial review Employee benefit expenses totalled EUR 52.0 2017 and restructuring cost of EUR 0.6 million
(36.6) million, including EUR 40.4 (41.1) million  in 2016 that were classified as items affecting
NET SALES BY SEGMENT inwages and salaries. Year 2016 included comparability. Comparable employee benefit
againof EUR 16.3 million on settlement of expenses were EUR 50.1 millionin 2017 and
EUR million 2017 ZUTRMSIEICRA defined pension benefit obligation, which has EUR 52.4 million in 2016, i.e. a decrease of
Finland & Exports Loy 133.9 00 been considered as an item affecting compara- EUR 2.3 million. The decrease was mainly due
Scandinavia 2T 1274 29 bility for the year ended 31 December 2016. to adecrease in the number of the Company’s
Altia Industrial 101.3 95.2 6.4 .
TOTAL o0 SRR o The employee benefit expense§ |hc|uded re- employees.
structuring costs of EUR 1.1 million and costs
related to planned listing of EUR 0.9 millionin Other operating expenses amounted to EUR
NET SALES BY PRODUCT CATEGORY 72.9 (74.8) million.
EUR million 2017 2016 Change, % COMPARABLE EBITDA BY SEGMENT
Spirits 125.9 129.0 -24
Wine 1247 1251 -0.3 EUR million 2017 2016 Change, %
Other beverages 8.4 83 0.8 Finland & Exports 19.6 20.2 -30
Industrial products and services 101.3 95.2 64 Scandinavia 11.5 104 10.6
Other -1.3 -1.1 -21.5 Altia Industrial 12.5 8.4 48.5
TOTAL 359.0 356.6 0.7 Other -1.1 1.9
TOTAL 424 40.8 3.8
% net sales 118 115

In 2017, Altia Group'’s net sales totalled EUR
359.0 (356.6) million, corresponding to an
increase of EUR 2.4 million, or 0.7% and 1.3%
with constant currencies. The increase was
mainly driven by a strong demand for industrial
products in the Altia Industrial segment as well
as continued good level of sales of Altia’s core
brands and core partner products in Finland,
travel and retail, exports and Sweden. The
sales volume of consumer products decreased,
which was partially compensated by the pos-
itive impact of product mix and pricing on the

net sales. Net sales was negatively impacted by
exchange rate fluctuation of the Swedish and
Norwegian krona by approximately EUR 2.1
million.

Other operating income amounted to EUR 8.3
(12.6) million, including proceeds of sales of
fixed assets of EUR 1.6 (4.3) million; income
from the sales of mainly steam, energy and wa-
ter of EUR 3.4 (3.7) million; and rental income
of EUR 1.0 (0.9) million.

Comparable EBITDA, i.e. EBITDA excluding
items affecting comparability (IAC), was EUR
42.4 (40.8) million, whichis 11.8% (11.5 %) of
net sales. The increase was mainly due to the
adopted efficiency measures as well as stream-
lining. In addition, the increase was supported
by pricing efforts, positive effect of the product
mix and premiumisation. Comparable EBITDA
was negatively impacted by the decreased

sales volume of especially partner wine brands.
Reported EBITDA was EUR 40.3 (60.8) million.

Iltems affecting comparability totalled
EUR-2.1 (19.9) million, related mainly to
restructuring costs, proceeds from sales of
non-core assets and costs related to other
corporate development projects and were
as follows:
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EUR million 2017 2016 volving credit facility terminate in 2023, unless ~ The reported net debt to comparable EBITDA
Comparable EBITDA 424 40.8 these are extended by one year pursuant to ratiowas 1.1 (0.1).
Net gains or losses from business and assets disposals 1.3 4.2 the agreement.
Cost for closure of business operations and restructurings -1.1 -0.6 The total in the consolidated balance sheet
Major corporate projects Altia also diversified its funding alternatives decreased to EUR 398.4 (432.7) million. This
Change in deferred pension obligation 163 with a premium loan agreement (TyEL pension ~ was primarily due to the reduction of equity
Costs related to a planned stock exchange listing 24 loan) amounting to EUR 15.0 million maturing ~ and increase in borrowings.
TOTAL ITEMS AFFECTING COMPARABILITY -2.1 19.9 in January 2028 with biannual instalments
and with fixed interest rate. This loan is fully Gross capital expenditure totalled EUR 11.9
EBITDA 40.3 60.8

Net finance expense amounted to EUR 1.9
(2.2) million. The share of profit in associates
and income from interests in joint operations
totalled EUR 0.9 (0.9) million.

Taxes for the reporting period were EUR 6.7
(9.0) million which corresponds to an effec-
tive tax rate of 27.0% (19.9%). The 2017
effective tax rate differs from 2016 due to a
re-assessment of deferred tax liability relating
to Estonia. More detailed information on
Altia’s tax footprint is provided in the Annual
Report’s dedicated section on Corporate
Responsibility.

The result for the period amounted to EUR
18.3 (36.1) million, and earnings per share
were EUR0.51 (1.00).

Cash flow, balance sheet and investments
Net cash flow from operating activities in 2017
totalled EUR 37.6 (29.4) million. The receiva-
bles sold amounted to EUR 83.6 (85.6) million
at the end of the period.

The Group's liquidity reserve comprised a re-
volving credit facility of EUR 60.0 (50.0) million
of which EUR 10.0 (0.0) million was in use as
well as an overdraft facility of EUR 10.0 (20.0)
million, which was unused as of 31 December
2017. Altia Group’s liquidity position was good
throughout the period under review.

Altia refinanced its loan portfolio in December
2017. All existing credit facilities were early
repaid and an extra dividend of EUR 60.1 million
was paid to the owner with the new long-term
facilities. The new EUR 135 million syndicat-

ed termloan and revolving credit facilities
agreement was signed with three banks. The
Company drew down a EUR 20.0 million term
loan facility and a EUR 55.0 million term loan
facility on 18 December 2017 and EUR 10.0
million under the revolving credit facility on 21
December 2017. The EUR 20.0 million term
loan facility terminates in 2022, and is repaid
inyearly instalments. The EUR 55.0 million
term loan facility, which is repaid in full on its
termination date, and the EUR 60.0 million re-

secured by a loan guarantee issued by Garantia
with the same maturity.

The Group's net debt amounted to EUR 47.7
(4.7) million at the end of December, and
gearing was 34.9% (2.5%). The equity ratio was
34.3% (44.2%).

BALANCE SHEET KEY FIGURES

2017 2016

Reported net debt / comparable EBITDA
Borrowings

Net debt

Equity ratio, %

Gearing, %

Capital expenditure, EUR million

Total assets, EUR million

(8.7) million during the period. Capital expend-
iture was primarily related to investments at
the Rajamaki plant and the development of
information systems.

11 0.1
100.1 72.8
47.7 4.7
34.3 44.2
34.9 25
-11.9 -8.7
398.4 432.7
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Business review

Finland & Exports

The Finland & Exports segment comprises the

import, sale and marketing of wine and spirits,

and other beverages in Finland and the Baltics,

as well as travel retail and exports.

EUR million 2017 2016 Change, %

Net sales 133.9 133.9 0.0

Comparable EBITDA 19.6 20.2 -3.0

Comparable EBITDA, % of net sales 14.6 15.0

Average number of personnel 100 104

EUR million 2017 2016 Change, %

Spirits 76.1 76.9 -1.1

Wine 56.3 55.8 0.8

Other beverages 1.3 1.2 16.2

Other 0.2 0.0

TOTAL 133.9 133.9 0.0

Overall net sales in the Finland & Exports
segment remained in 2017 on the same level
as inthe previous year, at EUR 133.9 (133.9)
million. All markets in the segment were
growing except for Estonia where excise tax

changes had a negative impact on the net sales.

Increased volume in travel retail and exports
through new market openings and increased
distribution of Altia's own core brands had a
positive effect on the net sales of the segment.

Comparable EBITDAwas EUR 19.6 (20.2)
million, down slightly due to the declined sales

in Estonia. This equals an EBITDA margin of
14.6% (15.0%).

Main events

2017 was an active year in terms of new
launches and products, such as Jaloviina Myr-
sky, aline extension to the traditional Jaloviina
brand, which was launched in February and the
Wine Gallery wine series selection, which was
launched to celebrate the jubliee of Finland’s
100 years of independence and was sold only
during 2017.

In August, Altia entered into a distribution
agreement with Treasury Wine Estates and
became the exclusive distributor of Treasury
Wine Estate’s wine portfolio in retail and on-
trade in Finland, with brands such as Penfolds,
Lindeman’s, Beringer and Blossom Hill.

In exports, Altia signed new distribution agree-
ments to US for both Koskenkorva Vodka and
O.P. Anderson and to Asia for Larsen Cognac.
In Finland, the annual “Mika viini” event was
held in September in Helsinki, with more than
3,500 professionals, customers and consum-

ersvisiting the event. The first Koskenkorva
Village Experience at the Koskenkorva plant
and surroundings was arranged for export
customers, journalists and bloggers to show
and communicate the origin of the brand and
its potential.

Altia continued the brand portfolio develop-
ment in the Baltics. In Latvia, the portfolio was
restructured during the year focusing on Altia’s
own core brands.
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Scandinavia

The Scandinavia segment comprises the

import, sale and marketing of wine and spirits,

and other beverages in Sweden, Norway and

Denmark.

EUR million 2017 2016 Change, %

Net sales 123.7 1274 -2.9

Comparable EBITDA 115 10.4 10.6

Comparable EBITDA, % of net sales 93 8.2

Average number of personnel 86 87

EUR million 2017 2016 Change, %

Spirits 498 52.1 -4.5

Wine 68.5 69.3 -1.2

Other beverages 7.0 7.2 -1.7

Other -1.5 -1.1 -35.8

TOTAL 123.7 127.4 -2.9

In 2017, the net sales of the Scandinavia seg- Main events Blossa performed well during the Christmas

ment declined to EUR 123.7 (127.4) million.
The foreign exchange impact was approximate-
ly EUR-2.1 million. Excluding foreign exchange
impact, the segment’s net sales declined by
1.3% or EUR 1.6 million, mainly due to changes
in the partner portfolio in Norway.

Comparable EBITDA improved to EUR 11.5
(10.4) million which equals an EBITDA margin
of 9.3% (8.2%). The increase was mainly due
to increased efforts in marketing and adopted
efficiency measures.

At the beginning of the year, the Charles Smith
wines were launched in Sweden and Norway.

One of the most successful events in Sweden in
2017, was the launch of the True Colours Cava.

The Xanté brand was further extended with a
new product, the Xanté Sparkling.

Focus in 2017 has been on further developing
the digital presence and the Swedish folk-o-
folk website.

season. The marketing program began with

a new way of launching the annual Blossa - a
successful direct online broadcast instead of a
traditional press conference. In addition to the
annual Blossa, new products, for example in
the non-alcoholic category, were added to the

Blossa family.

PORT 2017
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Altia Industrial

The Altia Industrial segment comprises

Koskenkorva plant operations, starch, feed

component and technical ethanol businesses,

as well as contract manufacturing services at

Rajamaki. It also includes supply chain oper-

ations, i.e. production operations in different

countries, customer service and logistics.

EUR million 2017 2016 Change, %

Net sales 101.3 95.2 6.4

Comparable EBITDA 12.5 8.4 48.5

Comparable EBITDA, % of net sales 12.3 8.8

Average number of personnel 452 507

In 2017, Altia Industrial’s net sales grew by
6.4% to EUR 101.3 (95.2) million, driven by
higher volumes throughout the business. The
good demand in starch and feed has enabled to
run the Koskenkorva plant more efficiently and
volumes were up by 8% compared to the pre-
vious year. The investment to increase starch
capacity enabled the volume growth.

Comparable EBITDA improved to EUR 12.5
(8.4) million, driven by high capacity utilisa-
tion at Koskenkorva plant, higher contract
manufacturing volumes at Rajaméki alcoholic
beverage plant and efficiency measures in
supply chain.

Production volumes and key projects
During 2017, the Rajamaki alcoholic bever-
age plant in Finland has produced 63.4 (60.9)
million litres of spirits and wine.

In 2017, the use of Finnish barley at the
Koskenkorva plant reached a record-high of
206.0 (192.2) million kilos, an increase of 7%
compared to the previous year which was
driven mainly by increased volumes in starch
production. Grain spirits production was 22.9
(22.5) million kilos, starch production was
64.5 (57.5) million kilos and feed component
production was 59.8 (55.4) million kilos.

The key investments at the Koskenkorva

plant were directed to starch capacity (EUR
1.3 million) and the electricity station (EUR
0.7 million). At the Rajamaki site, the work to
simplify and digitalise the production environ-
ment, including the implementation of ERP
system, was completed. A new production line
(EUR 1.6 million) that is ideal for smaller batch
products was ramped up in Rajaméki alcoholic

beverage plant during the second half of 2017.

The O.P. Anderson distillery was opened in
Sundsvall, Sweden where all Altia’s Swedish
aquavit distillates production take place.

The logistics operations in Denmark and Latvia
were outsourced in 2017 and the former pro-
duction plant and logistics centre in Svendborg,
Denmark was sold in the second half of 2017.

ANNUAL REPORT 2017



ALTIA

BUSINESS
OVERVIEW

BOARD
REPORT

CORPORATE
RESPONSIBILITY

CORPORATE
GOVERNANCE

FINANCIAL
STATEMENTS

e -

Research and development
activities

The Group's direct research and development
expenditure amounted to EUR 3.4 (3.6) million
and was related to the product development of
alcoholic beverages.

Corporate Governance Statement

A separate Corporate Governance Statement
has been issued and published in connection
with the Board of Directors’ Report. The
statement is also available on Altia’s website at
www.altiagroup.com.

General Meetings’ of Shareholders
Annual General Meeting

The Annual General Meeting of Altia Plc was
held on 21 March 2017. The Annual General
Meeting approved the financial statements
for the financial year 2016. The members of
the Board of Directors and the CEO were
discharged from liability for the financial year
1 January-31 December 2016. As proposed
by the Board of Directors, dividend for 2016
was set at EUR 0.29 per share, totalling EUR
10,428,400. The dividend was paid in April.

Extraordinary General Meeting

The Extraordinary General Meeting of Altia

Plc held on 15 December 2017 decided on

the distribution of an additional dividend of
EUR 1.67 per share, totalling EUR 60,053,200.

The General Meeting decided to combine the
company’s series A and L shares to a single
share series and incorporate the shares in
the book-entry securities system and amend
Altia’s Articles of Association accordingly.
The General Meeting also decided on further
amendments to Altia’s Articles of Association
by removing the redemption and consent
clauses. The General Meeting also elected a
new member to the Board of Directors.

Board composition and

Board Committees

The Annual General Meeting elected the fol-
lowing members to the Board of Directors:
e Sanna Suvanto-Harsaae, chairman

e Annikka Hurme, vice chairman

e KimHenriksson

e Tiina Lencioni

e Jarmo Kilpelad

o Kasper Madsen

o KaiTelanne

Board member Jarmo Kilpeld passed away on
28 May 2017. Kasper Madsen resigned from
the Board of Directors at the end of August
2017.

The Extraordinary General Meeting of Altia Plc
held on 15 December 2017 elected Torsten
Steenholt as a new member to the Board of
Directors.

The Board of Directors has assessed the
independence of its members. All members

of the Board of Directors are independent of
the company. Jarmo Kilpeld held an office with
the Ownership Steering Department of the
Prime Minister’s Office. All other members of
the Board of Directors are independent of the
shareholder of the company.

The Board of Directors has two committees,
the Audit Committee and the Human Resourc-
es Committee. The members of the Audit
Committee are Kim Henriksson (chairman),
Tiina Lencioni and Sanna Suvanto-Harsaae.
The members of the Human Resources Com-
mittee are Sanna Suvanto-Harsaae (chairman),
Annikka Hurme and Kai Telanne (succeeding
Jarmo Kilpela).

Auditor

Altia Plc's auditor is authorised public account-
ants PricewaterhouseCoopers Oy, with Ylva
Eriksson, APA, as the principal auditor.

Group structure
There were no changes in Group structure
during 2017.

Chief Executive Officer and

Group Management

In 2017, the Executive Management Team of

Altia comprised the following members:

e PekkaTennila, CEO

e Janne Halttunen, SVP Scandinavia

o KariKilpinen, SVP Finland & Exports
(as of 1 September 2017)

e Kirsi Lehtola, SVP Human Resources

e Matti Piri CFO

e Kirsi Puntila, SVP Marketing

e Hannu Tuominen, SVP Altia Industrial

Share capital and shares

The Board of Directors of Altia Plc decided on
13 December 2017 on the cancellation of all
25,003 series L shares held in treasury by the
company. On 15 December 2017, the Extraor-
dinary General Meeting decided to combine
the company’s series A and L shares to a single
share series and incorporate the shares in the
book-entry securities system and amend the
company’s Articles of Association accordingly.
At the end of 2017, Altia PIc’s shares comprise
35,960,000 shares.

The share capital at the end of 2017 was
60,480,378.36 euros.

Altia Plcis fully owned by the State of Finland.
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Personnel

In 2017, Altia Group had an average of 762
(829) employees. On 31 December 2017, Altia
Group had 703 (797) employees, of whom 411
(448) were in Finland, 117 (125) in Sweden,
21 (30) in Denmark, 29 (32) in Norway, 37
(58) in Latvia, 65 (80) in Estonia, and 23 (24) in
France.

The decrease in personnel was primarily due
to outsourcing of the logistics operations in
Denmark and Latvia, as well as the reorgan-
isation of Altia’'s Rajaméki plant operations

and financial administration in Finland. The
arrangements and reorganisations aimed at
renewing ways of working as well as improving
efficiency.

In 2017, training courses were arranged for
the commercial organisation, sales and mar-
keting people and Let’s Lead Better training for
managers was initiated.

The Altia Tasting personnel survey for 2017
was conducted in January-February 2018. The
new survey will give more accurate tools for in-
dividual managers to develop their leadership.
Additionally, Altia Pulse survey runs monthly.

Altia’'s employer branding work started in
2017, and the results will be used first in the
company’s recruitment.

Incentive programmes

Altia’s salaried, senior salaried employees and
management participate in an annual perfor-
mance bonus program. The potential annual
bonus is based on both the Group's and its
business units’ targets, as well as on personal
targets. Bonuses are paid either once a year or
more frequently as an annual bonus or sales
bonus. Workers participate in a production
bonus system. The production bonuses are
based on the targets of each production unit.
Altia’s CEO, the members of the Executive
Management Team and selected key employ-
ees are part of a long-term incentive scheme
for 2017-2019.

The profit for the period includes a perfor-
mance bonus accrual amounting to EUR 3.3
(3.0) million. Based on the profit for 2016,
annual performance bonuses amounting to
EUR 3.7 (3.4) million, including social expenses,
were paid in 2017. Sales commissions totalling
EUR 0.1 (0.2) million were paid during the year.
Production bonuses totalling EUR 0.4 (0.4) mil-
lion were included in the result for the period.

Corporate Responsibilty

For Altia, responsibility is both a strategic
priority and a key success factor in its business.
The aim of Altia’s efforts in the area of respon-
sibility is to build sustainable long-term busi-
ness for Altia. Altia wants to promote a modern

and responsible Nordic drinking culture in its
operating countries in accordance with the
company’s purpose, Let’s Drink Better.

The focus areas of Altia's responsibility work
are divided into four cornerstones of respon-
sibility: Altia & Customers, Altia & Society,
Altia & Environment and Altia & Employees.
The cornerstones are based on Altia’s purpose
and strategy, stakeholder expectations, the
company’s own operating principles and codes
of conduct, as well as the amfori BSC| Code of
Conduct, which in turnis based on key interna-
tional agreements protecting workers' rights.

During 2017, Altia joined the new contract
period of the Energy Efficiency Agreement be-
tween Finnish ministries, industry associations
and individual companies, as well as the amfori
BSCl initiative, which aims at improving social
responsibility in supply chains. In addition,
future responsibility actions were planned
together with representatives from different
parts of the organization.

More details can be found in the Non-Financial
Statement published in connection with the
Report by the Board of Directors and in the
Annual Report’s dedicated section on Corpo-
rate Responsibility.

Health, safety and environment
Occupational health and safety

Altia’s goal is to reduce sickness absences, the
number of accidents and absences caused by
accidents. To achieve this goal, targets and ac-
tions to be taken during the year to achieve the
targets were defined for different locations.

In 2017, the sickness absence rate was 3.3%
(2016: 3.2%). The accident frequency (the
number of accidents per one million working
hours) for accidents requiring at least one day
of absence was 11 (2016: 8). There were no
fatal work-related accidents in 2017 (2016: 0).

The environment and energy efficiency
Altia’s work with environmental matters focus-
es on minimising the environmental impacts

of Altia's own operations. The most significant
environmental impacts consist of energy
consumption, water consumption, waste water
and waste generation. Environmental indica-
tors have been defined to support the reduc-
tion of these impacts. Targets and the related
actions for the year were defined for different
locations.

Energy saving measures is a major develop-
ment area for the company both in terms of
profitability and environmental responsibility.
In 2017, Altia joined the new Energy Efficiency
Agreement for the period 2017-2025, with
the aim of reducing energy consumption by
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ALTIA'S RISK CHART
10% by the year 2025, compared to consump-  Risks and risk management ) ) )
tion in the beginning of 2014. Energy use Risk management Compliance Strategic and Business
relative to production volume decreased in Altia’s risk management aims to support the Reporting Business Environment
2017 at Koskenkorva and at Rajaméki due to realisation of the company’s strategy, risk Data Privacy Strategic Choices
. . : . . Lo Competion law Markets
measures taken to optimise production and to identification, and means to reduce the likeli- .
i } ) T Licenses Regulatory
enhance energy efficiency. hood and impact of risk materialisation, and to Ethics Corporate Responsibility
safeguard the business continuity. Risks may
The enwronm@tal mghcator for red.ucmg be the result gf aninternal or exte.rnal event. Financial Operations
waste volume in relation to production volume The Group's risk management policy has been -  Market > { Control
was lower in 2017 thanin 2016, also the total approved by Altia Plc’s Board of Directors. L:gj:jﬁlti/ arkets Sgﬁii?jgs andt-ontros
amount of waste decreased. Organic loading Counterparty Hazard Personnel
of wastewater increased both at Rajaméki The risk management policy describes the Property IT and Security
and Koskenkorva during the reporting period. goals, principles and responsibilities of Altia’s Safety
Water consumption relative to production in- risk management and the related reporting En\t/)lrlonment
iabilities

creased at Tabasalu and decreased at Rajamaki
and Koskenkorva. The absolute amount of
water used increased at Rajaméki and Tabasa-
lu. The average waste reutilisation rate for the
Rajamaki, Koskenkorva and Tabasalu plants
was 99.5%in 2017 (2016: 99.5%).

The bioenergy power plant at Koskenkorva,
which uses barley husks as its primary fuel,
helped the Koskenkorva plant area reduce
carbon dioxide emissions and achieve a 65%
self-sufficiency rate in fuels for steam pro-
duction in the reporting period. During the
bioenergy power plant’s use, carbon dioxide
emissions have decreased by 56% compared
to 2014.

principles. In line with this, the risk manage-
ment steering group supports and coordi-
nates risk management as part of the Group's
planning and control processes and reports key
risks to the company’s management and Audit
Committee. The most significant risks and
uncertainties are assessed yearly in the Report
of the Board of Directors.

Altia’s business areas are responsible for risks
related to their operations, as well as for their
identification, prevention and key limitation
methods. The Group’s finance department
manages financial risks according to the
hedging principles defined in the company’s
financial policy. The management principles
of the Group’s most significant financial risks
are described in more detail in the Notes to the

Consolidated Financial Statements, under sec-
tion 4.1. Financial risk management. The finance
department is also responsible for insurance
programmes that cover the entire Group.

Altia’s risk management process is based on the
ISO 31000 standard, as applicable. The Corporate
Governance Statement includes a more detailed
description of the risk management process.

Most significant risks and uncertainties

For reporting and risk assessment purposes,
risks are categorised into five classes: strategic
and business risks, operational and process-re-
lated risks, damage risks, financial risks and

compliance risks. The Board of Directors
assesses these central risks and the measures
aiming to reduce the likelihood of their materi-
alisation every three months.

Strategic and business risks relate to deci-
sion-making, resource allocation, management
systems and the capacity to respond to changes
in the operating environment (Strategy period:
long-term, 3-5 years). Responsibility risks relat-
ed to business operations are described in the
Non-Financial Statement published in connec-
tion with the Report by the Board of Directors.
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Operational risks concern the implementation Risk Description Risk management
Raw material The availability of domestic barley and its market price has a significant Altia ensures the availability of barley with contract farming” and the

of strategy and day-to-day business opera-
tions. Such risks include deviations in pro-
cesses, systems and conduct (Budget period:
short-term, 1-2 years).

Damage risks are errors, malfunctions and ac-
cidents occurring within Altia or its operating
environment, resulting in damage or loss.

Financial risks pertain to changes in market
prices, the short- and long-term adequacy of
financial assets and the ability of counterpar-
ties to meet their financial obligations.

Compliance risks involve violations of laws
and permits as well as ethically sustainable
business practices applicable to the company’s
operations and industry.

The following table contains a summary of key
uncertainties with an either positive or nega-
tive effect on Altia’s operations:

price risk impact on the profitability of Altia’s business.

Risks related
to customers
and consumer
demand

Our customers in Altia’s market areas include Nordic retail monopolies,
wholesalers who sell alcohol, restaurants, retail stores, travel retail,
international wine and spirits companies and importers operating in the
export markets. The wide customer base provides Altia with diverse
opportunities for the long-term development of customer cooperation.

Changes in consumer behaviour may, in the long term, shift the emphasis
in the demand for Altia’s products between different product categories.

Product safety ~ As awine and spirits company, it is particularly important for Altia to en-
risks sure the quality and safety of raw materials and finished goods through-
out the supply chain.

Damage risks  Altia has production facilities in Finland, Estonia and France. A fire or oth-

er unforeseen event may interrupt the operations of a production facility.

Financial risks ~ The key risks related to finance in Altia’s operations are currency transac-
tion and translation risks, interest rate risks and refinancing and liquidity

risks.

Compliance Key compliance risks in Altia’s operations relate to the breach of laws,
regulations and decisions by authorities concerning reporting, permits
and licenses, marketing of alcoholic beverages, competition law and

processing of personal data.

price of barley in cooperation with farmers and grain companies.

A strong market position, efficient industrial processes, good quality and
well-known brands improve Altia’s chances to manage the risk.

Changes in consumption patterns and the need to adjust operations are
prepared for by investing in consumer-driven product development.

Altia employs modern methods to ensure the safety of production
processes and to eliminate various microbiological, chemical and physical
hazards. In ensuring product safety, Altia complies with the operating
methods required by food safety management and quality certificates.

All of our production facilities have insurance policies for material
damage and the interruption of operations in the Group’s insurance pro-
gramme. Key production facilities are subject to a risk survey every 1-2
years. Continuity plans serve to limit any possible loss of profits.

Financial risk management aims to mitigate any impact that price fluctu-
ations and other uncertainties in the financial markets have on operating
results, the balance sheet and cash flow and to ensure sufficient liquidity.
The management principles of the Group’s most significant financial risks
are described in more detail in the Notes to the Consolidated Financial
Statements, under section 4.1. Financial risk management.

Compliance risk management aims to avoid sanctions, consequences
and official investigations and decisions that may damage the company’s
profitability, business continuity and reputation. Altia aims to manage
compliance risks and ensure ethically sustainable business practices with
guidance and regular training.

2017
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Price risk associated with commodities
Barley

In 2017, Altia consumed approximately 206
million kilos of Finnish barley to produce ethanol
and starch. The availability of high-quality domes-
tic barley is ensured through contract cultivation
and cooperation with grain growers and grain
handling companies. The market price of barley
fluctuates significantly year by year as a result of
several factors that affect the Finnish barley sup-
ply and demand. The price of barley is therefore
considered to be a significant risk for Altia during
the financial year. The price risk has not been
hedged against with derivative instruments.

Electricity

Astrongincrease in the market price of
electricity is a significant risk for Altia. The
risk is managed by following Altia’s principles
for electricity procurement. These principles
determine the hedging limits within which the
electricity price risk is hedged against. The
hedges are executed with OTC-derivatives of
Nasdag OMX Oslo ASA.

The hedging service for electricity procure-
ment has been outsourced.

At the end of 2017, the hedging ratio for
deliveries for the next 12 months was 67.6 per
cent (68.3 per cent in 2016), in line with the set
targets. In 2017, the average hedging ratio was
70.0 per cent.

Cash flow hedge accounting in accordance
with IAS 39 is applied to the hedges against
electricity price risk, and hedge effectiveness is
tested quarterly. The ineffective portion at the
end of 2017, EUR -0.1 million (EUR -0.1 million
in 2016) is recognised in financial costs.

Altia purchases its electricity straight from the
Nord Pool Spot markets as a delivery tied to
the spot price of the Finnish price area.

Sensitivity to market risks

The following table describes the sensitivity of
the Group's profit and equity (before taxes) to
changes in electricity prices, foreign exchange
rates and interest rates. When Altia applies

Sensitivity of financial instruments to
market risks (before taxes)

in accordance with IFRS 7

EUR million

+/-10% electricity

+/-10% change in EUR/NOK exchange rate
+/-10% change in EUR/SEKexchange rate
+/-10% change in EUR/USD exchange rate

statement

hedge accounting, the sensitivity is directed at
equity. When hedge accounting is not applied,
the sensitivity is recognised as a potential
impact on profit or loss.

The sensitivity to foreign exchange rate chang-
es is calculated from the net currency position

resulting from financial instruments.

The total group floating rate liability position

consists of floating rate liabilities EUR 85.0 mil-

lion (2016: EUR 72.5 million, 2015: EUR 95.0
million) and floating leg of interest rate swap
EUR 20 million (2016: EUR 20.0 million, 2015:
20.0 million) which is netting the interest rate
risk.

A one percentage point increase in interest
rates would have an EUR -0.7 million effect

in income statement (2016: EUR -0.5 million,
2015: EUR -0.8 million). The effect of increase
in market interest rates on the Group's profit is
determined from net interest expenses.

2017 2016 2015
Income Income Income

Equity | statement Equity | statement Equity

= +/-0.3 - +/-0.3 +/-0.1 +/-0.2

+/-0.1 = +/-0.3 - +/-0.0 -
+/-2.0 = +/-1.2 - +/-1.9 -
-/+0.4 = -/+0.5 - -/+0.5 -
-/+0.2 = -/+0.2 - -/+0.2 -

+/-10% change in EUR/AUD exchange rate
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Short-term risks and uncertainties
There have been no significant changes in the
short-term risks of Altia Group’s operations
during the review period.

The most significant uncertainties in the com-
pany's operations relate to the overall econom-
ic development and its impacts on consump-
tion, as well as the effects of alcohol taxes and
legislation on consumer behaviour. Unexpect-
ed and unforeseen disruptions in production
and deliveries form the major short-term risks
related to operations, as well as sudden and
significant changes in prices of raw materials,
especially related to barley.

Altia PIc’s Board of Directors has confirmed
the Group Risk Management Policy. Risk man-
agement is aimed at supporting the implemen-
tation of Altia Group's strategy, the identifi-
cation of risks and methods for reducing the
probability and impacts of risks, as well as
ensuring business continuity. Risks may arise
from internal or external events.

Outlook

Market outlook

The development of the Group's business
operations and profitability are affected by fac-
tors such as the market situation and compet-
itive environment, economic outlook, imports
by consumers and changes in the alcohol

taxation. The uncertainty in the eurozone and
changes in customers’ buying behaviour are
continuing. There is still significant uncertainty
related to the development of consumer de-
mand. Raw material prices and currencies are
expected to remain volatile.

Seasonality

Sales in the sector are seasonal, with net sales
and operating profit generally being signifi-
cantly higher in the fourth quarter of the year
compared to other quarters.

Guidance

The positive trend in Altia’s core brand port-
folio is expected to continue. Cost increases
on key raw materials and expansion in exports
impact profitability development.

Group comparable EBITDA is expected to
improve or be at the 2017 level.

Dividend proposal

According to the financial statements on
31 December 2017, the parent

company’s distributable funds amount to
EUR56,763,012.27 including profit for the
period of EUR 26,547,860.31.

There have been no significant changes to the
parent company’s financial position after the
end of the financial year.

The Board of Directors proposes to the Annual
General Meeting that no dividend be paid for
the financial year 2017.

Annual General Meeting 2018
The Annual General Meeting of 2018 will be
held on 1 March 2018.

Events after the period

Altia and J. Garcia Carriéon have entered into

a collaboration regarding the import and
distribution of J. Garcfa Carriéon’s wine brands.
Altia becomes the exclusive representative of
Garcia Carrion’s wine portfolio in Sweden as
of 2018.

Following the decision by the Extraordinary
General Meetingon 15 December 2017,
Altia’s shares were incorporated in the
book-entry securities system on 19 January
2018.

Helsinki, 21 February 2018
Altia Plc
Board of Directors
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Non-financial statement

Introduction

Corporate responsibility is both a strategic
priority and a key success factor for Altia. The
aim of the company’s responsibility efforts is
to build a sustainable long-term business. Altia
wants to promote a modern and responsible
Nordic drinking culture. This target is summa-
rised in the company’s purpose, “Let’s Drink
Better” Better drinking can be interpreted as,
for example, a drinking culture that is of a high-
er quality, moderate in quantity, lighter, more
social or more environmentally friendly.

Altia has reported on the company’s respon-
sibility efforts for nine years in accordance
with the model for corporate responsibility
reporting for state-owned companies® and the
Global Reporting Initiative (GRI) guidelines.
Hence it was important for the company to
start following the EU Directive? on non-finan-
cial reporting. In accordance with the Directive
and the Finnish Accounting Act, this statement
provides an overview of Altia’s approach to

environmental, social and employee, human
rights, and anti-corruption and -bribery
matters, whereas more detailed information
about our responsibility work is provided in the
separate section on Corporate Responsibility.

Business model

Altia’s business model is based on offering a
strong portfolio of its own brands and a versatile
range of international partner brands, as well as
providing services to its customers that utilise
the production, packaging and logistics capacity.
In addition, by-products from the production
process are sold to industrial customers in other
industries. The integrated operating model cre-
ates significant economies of scale in sourcing,
production and distribution and the company
can take advantage of its shared operations, in-
cluding consumer research, innovation, product
development, overall know-how and effective
use of centralised support functions. A descrip-
tion of how Altia creates value is included in the
Business Overview section.

*Government Resolution on State Ownership Policy 3 November 2011, Annex 3

?Directive 2014/95/EU of the European Parliament and of the Council of 22 October 2014 amending Directive 2013/34/EU
as regards disclosure of non-financial and diversity information by certain large undertakings and groups

Environmental matters
a. Policies and ways of working

(incl. due diligence)
Altia’s work with environmental matters focus-
es on minimising the environmental impacts
of the company’s own operations. Altia aims
at high material and resource efficiency, and
develops products and their packaging with a
view to achieve a lower environmental impact.
In addition, measures are taken to protect the
groundwater resources used as an ingredient
in Altia’s products.

The environmental aspects considered rele-
vant to the company are assessed at three-
year intervals. In the assessment conducted
in 2015, the most significant environmental
aspects were identified as energy consump-
tion, water consumption, waste water and
waste generation. Environmental key per-
formance indicators were defined to support
the reduction of these impacts. Plant-specific
targets and actions to achieve the targets are

set annually, and progress in the indicators is
monitored monthly.

The standards, policies and principles relevant

to Altia’s environment work include:

e Altia Code of Conduct

o Altia Quality Safety and Environment
principles

e |SO14001 Environmental Management
System standard - certification covers
Altia’s operations in Finland

b. Principal risks and their management
Environmental risks are assessed regularly
as part of the assessment of environmental
aspects relevant to Altia and as part of Altia
Group's risk management.

The principal risks identified include possible
leaks to the ground or waterways (including
the groundwater area), overruns of waste-
water quality limits in Altia’s environmental
permits, costs related to maintaining compli-
ance with increasingly stringent environmental
regulation, as well as fines or sanctions related
to possible non-compliances.
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The risks are mitigated through various meas-
ures, including maintaining an environmental
management system in accordance with the
ISO14001 standard, regular monitoring of
wastewater quality, ownership of land in the
groundwater areas and monitoring of legisla-
tive developments.

c. Outcome & KPIs

As a participant in the voluntary Energy
Efficiency Agreement between Finnish min-
istries, industry associations and companies,
Altia’s target is to reduce energy consumption
by 10% by the year 2025 compared to the
consumption in the beginning of 2014. Energy

KPI

Energy efficiency (MWh/m? of
product or tonne of barley)

Water efficiency (m®/m? of product
or tonne of barley)

Quiality of wastewater (kg COD/m?®

Koskenkorva: 0.63
Rajamaki &
Tabasalu: 0.28
Koskenkorva: 2.28
Rajamaki &
Tabasalu: 1.46
Koskenkorva: 2.23

use relative to production volume decreased in

2017 at Koskenkorva and at Rajamaki.

The results of Altia’s key environmental
indicators are summarised in the table below
and discussed in more detail in the Altia &
environment part in the section on Corporate
Responsibility.

The bioenergy power plant at Koskenkorva
has enabled Altia to reduce the plant’s carbon
dioxide emissions by 56% compared to 2014
and increase fuel self-sufficiency in steam
production to 65%.

2017 2016 2015
Koskenkorva: 0.71 Koskenkorva: 0.87
Rajamaki & Rajamaki &

Tabasalu: 0.34

Koskenkorva: 3.9
Rajamaki &
Tabasalu: 1.45
Koskenkorva: 2.54

Tabasalu: 0.34

Koskenkorva: 2.79
Rajamaki &
Tabasalu: 1.47
Koskenkorva: 1.97

of product or tonne of barley) Rajamaki & Rajamaki & Rajamaki &

Tabasalu: 2.92 Tabasalu: 2.71 Tabasalu: 2.96

Waste volume (kg/m? of product) Rajamaki & Rajaméaki & Rajamaki &

Tabasalu: 44.83 Tabasalu: 49.22 Tabasalu: 47.52

Average rate of recycling and 99.5% 99.5% 98.4%
reutilization

Monetary value of fines and number 0 0 0

of non-monetary sanctions
(G4-EN29)

Circular economy at Koskenkorva

ALTIA’S KOSKENKORVA distillery utilises the valuable raw material, Finnish
barley, in full. All sidestreams of the process are also fully utilised as inputs by

other industries or in farming.

Read more:

https://www.altiagroup.com/brands-and-services/our-distillery

Social and employee matters
Consumer and product related matters
a. Policies and ways of working

(incl. due diligence)
Product safety is a top priority for Altia, and
the company strives to continuously improve
the quality of raw materials and final products.
Altia markets its products responsibly and in
compliance with applicable marketing laws, and
provides consumer information in accordance
with applicable regulations.

The key processes related to product quality
and safety have been defined and relevant

instructions are maintained in Altia’s man-
agement system. Key quality indicators with
targets were set starting from 2018. Progress
in the indicators is monitored monthly.

Altia wants to build a responsible drinking
culture. As the company’s own employees
arein a key position in driving the change, the
Altia Employee Alcohol Policy was launched
in 2017. The policy is applicable to all Altia
employees and everyone working on Altia’s
production sites or offices.
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Altia’s Rajamaki plant is certified for packaging alcohol business is highly regulated, stricter KPI 2017 2016 2015

Fairtrade wines. The Koskenkorva distillery,
the Rajamaki alcoholic beverage plant and the
distillery in Sundsvall are certified for organic
production.

The standards, policies and principles relevant

to the safety, quality, marketing and consump-

tion of Altia’s products include:

e Altia Code of Conduct

¢ |SO%001 Quality Management standard
- certification covers Altia’s operations
in Finland, as well as the Tabasalu plant in
Estonia

e |SO22000 Food Safety Management
standard - certification covers Altia’s
Rajamaki plant

e Altia Quality Safety and Environment
principles

e Altia Marketing Guidelines

e Altia Employee Alcohol Policy

b. Principal risks and their management

The risks are assessed as part of quality and
safety risk assessments and as part of Altia
Group's risk management. The principal risks
identified include failure to comply with hy-
giene requirements, lack of consistency in the
quality of products, contamination of products
or defects in raw materials or packaging. Such
incidents can lead to product recalls or make
the company subject to legal claims. As the

regulation, for example, regarding marketing or

taxation of alcoholic beverages could have an
impact on the company’s operations.

To manage the risks, Altia maintains quality and

food safety management systems in accord-
ance with international standards. Quality is
monitored continuously during production by
on-line inspection and testing, as well as by
analysing the end products. Instructions and
process are maintained in view of possible re-
calls and the situations are practiced regularly
by way of phantom testing. Applicable regula-
tion and developments therein are reviewed
regularly.

c. Outcome & KPIs

Altia’s Rajamaki plant received the ISO22000
food safety certificate in November 2017.

To comply with the standard requirements,
hygiene has been improved throughout the
plant, training was arranged for all employees

through an online platform, quality monitoring

during production was enhanced and struc-

tural changes such as floor repairs were made,

among others.

Key quality indicators will be reported as of
2018.

Amount of income taxes paid and EUR 425.6 million EUR 466.3 million EUR 474.1 million

excise taxes collected
The full tax footprint  The full tax footprint  The full tax footprint
is available in the is available in our is available in our
sectionon Corporate Responsibility Report  Responsibility Report
Responsibility 2016. 2015.

Argentinian and Finnish knowhow combined
in a new Fairtrade wine

AS PART OF its responsibility work, Altia wants to increase the number of organic and
ethically certified products in our portfolio. The journey of one of Altia's wines was
followed from vineyards in Argentina to Altia’s Rajamaki plant in Finland.

Read more:
https://www.altiagroup.com/cases/fairtrade-wine-argentina-combined-finnish-work
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Employee matters
a. Policies and ways of working

(incl. due diligence)
Altia is committed to building a culture with
a motivating and supportive working envi-
ronment based on safety, openness, equality
and trust. The company values diversity and
promotes equal treatment and equal possibil-
ities. Altia maintains continuous communica-
tions with employees through information and
consultation, and respects the freedom of as-
sociation and the right to collective bargaining.
All Altians are expected to respect each other’s
rights to fair treatment and to act in accord-
ance with Altia Behaviours, a set of principles
that were launched at the beginning of 2017 to
guide the work of all Altians. The principles are
Renew Bravely, Show Direction, Build Success
Together and Implement!

Altia wants to ensure safe and healthy working
conditions for all its employees. The objectives
are to reduce sickness absences, the number
of accidents and absences caused by accidents.
Plant-specific targets and actions to achieve
the targets are set annually, and progress is
monitored monthly by way of key performance
indicators. Targets are also set and action
plans prepared for operating locations that

are not within the scope of the OHSAS18001
certification.

The standards, policies and principles relevant

to employee matters include:

a. AltiaCode of Conduct

b. Altia Behaviours

c.  OHSAS18001 Occupational Health and
Safety Management standard - certifica-
tion covers Altia’s operations in Finland
Altia Quality Safety and Environment
principles

e. amfori BSCI Code of Conduct

b. Principal risks and their management

The risks are assessed as part of Altia Group’s
risk management. The principal risks relate to
Altia’s abilities to recruit, develop, motivate
and retain right competences, to succeed in
daily leadership, to maintain good collabora-
tion practices with employees and their unions,
as well as the occurrence of accidents. To
manage the risks, Altia is in the process of de-
fining an employer value proposition, develops
recruitment and retention, conducts employ-
ee satisfaction surveys (yearly Altia Tasting
and monthly Altia Pulse), maintains frequent
collaboration with unions, as well as maintains
an occupational health and safety management
system in accordance with the OHSAS18001
standard.

c. Outcome & KPIs
In 2017, training was arranged for the
commercial organisation, sales and market-

ing people, and Let’s Lead Better training

for managers was initiated. Altia employer
branding work started during the reporting
period, and the results will be used first in the
company’s recruitment. Altia Behaviours were
launched at the beginning of the year and
were discussed by teams and integrated into
various HR practices, including into perfor-
mance dialogue discussions. The results of the

KPI

Sickness absence % (G4-LA6)
Accident absence rate (G4-LA6)
Accident absence % (G4-LA6)
Number of accidents

indicators for occupational health and safety
are presented in the table below. There were
no fatal work-related accidents.

Altia Tasting survey for 2017 was conducted in
January 2018. Results were not available yet
at the time of writing the Annual Report 2017
and will therefore be reported as of 2018.

2017 2016 2015
3.3 32 3.0
11 8 12

0.29 0.22 0.17
16 N/A N/A

The number of accidents has not been monitored in 2015 and 2016 for all sites and therefore figures compara-
ble to 2017 are not available. Accident is defined as any accident leading to at least one day absence. More details
about the indicators is available in the Altia & employees part in the section on Corporate Responsibility.

Altia Behaviours defined through open
discussion throughout the company

AT THE BEGINNING of 2017, Altia launched new Altia Behaviours to guide the work
of all Altians. The principles were defined by involving everyone through group
discussions and online dialogue. Renew Bravely is the new guiding concept.

Read more:

https://www.altiagroup.com/cases/everyone-leader-their-own-work
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Human rights matters
a. Policies and ways of working

(incl. due diligence)
Altia is committed to respecting and promoting
human rights and international labour stand-
ards in accordance with the United Nation’s
(UN) Universal Declaration of Human Rights
and the most central agreements of the Inter-
national Labour Organization (I1LO). Altia also
expects the same from its suppliers, partners
and subcontractors.

Altia’'s most relevant human rights impacts are
related to the sourcing of wines, spirits and raw
materials. Altia joined amfori BSCI and amfori
BSCI’s Sustainable Wine Programme to de-
velop responsible sourcing in April 2017. As a
participant, Altia is committed to furthering the
principles of the amfori BSCI Code of Conduct
inits supply chains. The Code of Conduct’s
eleven principles are based on key internation-
al agreements and frameworks such as [LO
conventions and declarations, the UN Guiding
Principles on Business and Human Rights, as
well as OECD guidelines for multinational
enterprises.

Altia’s due diligence process is developed
continuously and is currently composed of
mapping the supply chains of our products
and their components, using a questionnaire
to gather information about our suppliers’

and partners’ responsibility work, contractual
obligations as well as participation in and uti-
lisation of the amfori BSCI tools, including 3
party audits. Altia maintains a whistleblowing
channel open to all stakeholders and main-
tained by an independent 3" party.

The standards, policies and principles relevant

to Altia’s work with human rights matters

include:

e Altia Code of Conduct

e amfori BSCI Code of Conduct

o Altia Code of Conduct for Suppliers and
Subcontractors

b. Principal risks and their management
The principal risks are related to Altia’s busi-
ness relationships and lie mostly in the wine,
spirits and raw material supply chains, where
these extend to countries with a higher risk
of possible violations of international labour
standards. Further, Altia’s customers have
demands for social compliance in the supply
chains, and any violation of such demands by
Altia’s suppliers, sub-suppliers or partners
could lead to further deliveries of the product
being stopped by the customer. The risks are
managed through the due diligence process
explained above.

c. Outcome & KPlIs
Eighteen amfori BSCI audits (full audits or

follow-up audits) were conducted at Altia’s
suppliers, partners or their sub-suppliers in
2017. The key areas with improvement needs
identified in those audits include the mainte-
nance of sufficient management systems to
ensure social compliance, compliance with
regulations regarding working hours, as well
as occupational health and safety. In addition,
focused inspections were commissioned by
Altia’s customers at some of our suppliers or
partners in South Africa.

G

Share of purchases from risk countries as identified in

amfori BSCI risk country classification

Number of human rights related grievances reported

through the whistleblowing channel (G4-HR12)

During 2017, internal training sessions were
held regarding responsible sourcing and amfori
BSCl principles, an amfori BSCI audit plan for
2018 was prepared for suppliers for Altia’s
proprietary brands and the implementation

of Altia Code of Conduct for Suppliers and
Subcontractors was started. Altia also cooper-
ated with various stakeholders to address the
concerns raised by media and NGOs regarding
working conditions at South African vineyards.

2017 2016 2015
4% 4% 5%
0 N/A N/A

The figure for the share of purchases from risk countries in 2016 is restated. The whistleblowing channel was
launched in October 2017. The first full year figure will be available in 2018.

Continuous work to improve working
conditions on South African vineyards

OVER RECENT YEARS, various media and NGO reports have brought working con-
ditions in South Africa to the focus. Since late 2016, Altia has worked together with
customers, other importers, suppliers and partners to achieve concrete improve-

ments on the ground.

Read more: https://altiagroup.com/cases/concrete-improvements-working-condi-

tions-through-continuous-work
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Anti-corruption and -bribery matters The standards, policies and principles rele- KPI 2017 2016 2015
a. Policies and ways of working vant to anti-corruption and -bribery matters Communication and training on anti-corruption policies  E-training was N/A N/A
(incl. due diligence) include: (G4-504) arranged for
. . . relevant per-
Altia has zero-tolerance towards bribery and e Altia Code of Conduct oS A
corruption. The company is committed to *  Anti-Bribery and -Corruption Policy Number of anti-corruption and -bribery incidents 0 N/A N/A

operating fairly and to not offering improper
benefits to others. Altia also expects its repre-
sentatives, consultants, agents, subcontractors
and other business partners, when performing
services for Altia or on its behalf, to uncondi-
tionally refrain from corruptive behaviour. Altia
does not support, whether directly or indirect-
ly, political parties or organisations. The com-
pany also does not participate in financing the
election campaigns of individual candidates.

Altia launched its new Anti-Bribery and -Cor-
ruption Policy in 2017. As part of the policy,
Altia has also defined what is expected from
its business partners. All Altians, who work

in positions where they may be exposed to a
risk of bribery or corruption, are trained about
Altia’s Anti-Bribery and -Corruption Policy,
also through an e-learning platform.

Altia maintains a whistleblowing channel
maintained by an independent 3rd party, open
to all Altians and external stakeholders. All
concerns raised, whether through the channel
or through other means, are investigated in
accordance with an established process to
ensure accuracy, anonymity and fairness.

e Whistleblowing channel

b. Principal risks and their management
Risks are assessed as part of Altia Group’s risk
management. The principal risks associated
with anti-corruption and -bribery matters
include a reputation risk caused by any act of
corruption or bribery, especially related to
key persons and business partners of Altia.

In addition, as the alcohol business is often a
regulated business, obtaining the necessary
licenses and permits is associated with a risk
of corruption or bribery, especially in coun-
tries with a high corruption index. The risks
are mitigated through contractual obligations,
3rd party due diligence checks on suppliers
and distributors, where necessary, as well as
internal training about the Altia Anti-Bribery
and -Corruption Policy.

c. Outcome & KPIs

In 2017, training about Altia’s Anti-Bribery and
-Corruption Policy was arranged for relevant
persons at Altia and the integration of the
policy into contracts with relevant business
partners was started.

reported through the whistleblowing channel

The whistleblowing channel was launched in October 2017. The first full year figure will be available in 2018.
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Key ratios of the group
2017 2016 2015

Income statement

Net sales EUR million 359.0 356.6 380.7

Comparable EBITDA EUR million 42.4 40.8 38.0

% of net sales 118 115 10.0

EBITDA EUR million 40.3 60.8 39.7

Comparable operating result (EBIT) EUR million 28.2 264 23.6

% of net sales 7.8 7.4 6.2

Operating result EUR million 26.1 46.3 25.3

Result before taxes EUR million 250 45.0 234

Result for the period EUR million 18.3 36.1 18.1

Items affecting comparability EUR million 2.1 19.9 1.7

Balance sheet

Cash and cash equivalents EUR million 524 68.0 76.3

Total equity EUR million 136.8 191.3 168.6

Borrowings EUR million 100.1 72.8 96.7

Invested capital EUR million 236.9 264.0 265.3

Profitability

Return on equity, ROE % 111 20.0 11.6

Return oninvested capital, ROI % 8.0 14.4 7.6

Financing and financial position

Net debt EUR million 47.7 47 204

Gearing % 34.9 2.5 12.1

Equity ratio % 34.3 44.2 36.7

Net cash flow from operating activities EUR million 37.6 294 34.8

Net debt/ comparable EBITDA 1.1 0.1 0.5

Share-based key ratios

Earnings per share EUR 0.51 1.00 0.50 g
Equity/share EUR 3.80 5.32 4.69 o
Personnel Q
Average number of personnel 762 829 879 f
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RECONCILIATION OF ALTERNATIVE KEY RATIOS TO IFRS FIGURES
EUR million 2017 2016 2015 Altia presents alternative performance
Items affecting comparability measures as additional information to financial
Net gains or losses from business and assets disposals 1.3 4.2 2.7 measures presented in the consolidated
Cost for closure of business operations and restructurings -1.1 -0.6 -1.0 income statement, consolidated balance sheet
Major corporate projects and consolidated statement of cash flows pre-
Change in deferred pension obligation . 163 B pared in accordance with IFRS. In Altia’s view,
Costs related to a planned stock exchange listing 2.4 - - alternative performance measures provide
Total items affecting comparability -2.1 19.9 1.7 significant additional information on Altia’s
results of operations, financial position and
Comparable EBITDA cash flows to management, investors, analysts
Operating result 26.1 46.3 253 and other stakeholders.
Less:
Depreciation, amortisation and impairment 14.2 14.5 14.4 Alternative performance measures should not
Total items affecting comparability 21 199 L7 beviewed in isolation or as a substitute to the
Comparable EBITDA 424 40.8 38.0 . .
% of et sales o 115 100 IFRS financial measures. All companies do not
calculate alternative performance measures in
Comparable EBIT a uniform way, and therefore Altia’s alternative
Operating result 261 46.3 253 performance measures may not be comparable
Less: with similarly named measures presented by
Total items affecting comparability 2.1 -19.9 -1.7 other companies.
Comparable EBIT 28.2 264 23.6
% of net sales 7.8 7.4 6.2 The alternative performance measures are

unaudited.
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THE DEFINITIONS AND REASONS FOR THE USE OF FINANCIAL KEY INDICATORS

Key figure Definition Reason for the use

Operating margin, % Operating result / Net sales Operating result shows result generated by the operating activities.

EBITDA Operating result before depreciation and amortization

EBITDA margin, %

Comparable operating result
Comparable operating margin, %
Comparable EBITDA
Comparable EBITDA margin, %
Items affecting comparability

Invested capital

Return on equity (ROE), %

Return on invested capital (ROI), %

Borrowings
Net debt

Gearing, %

Equity ratio, %

Net debt / Comparable EBITDA

Earnings / share

Equity/share
Dividend/share

EBITDA/ Net sales

Operating result excluding items affecting comparability
Comparable operating result / Net sales

EBITDA excluding items affecting comparability
Comparable EBITDA / Net sales

Material items outside normal business, such as [net gains or losses from business and assets
disposals, impairment losses, cost for closure of business operations and restructurings, major
corporate projects including direct transaction costs related to business acquisitions, volun-

tary pension plan change and costs related to other corporate development].

Total equity + Borrowings

Result for the period / Total equity (average)

(Result for the period + Interest expenses) / (Total equity + Non-current and current borrow-

ings) (average)
Non-current borrowings + Current borrowings
Borrowings - cash and cash equivalents

Net debt / Total equity

Total equity / Total assets - Advances received

Net debt / Comparable EBITDA

Result for the period attributable to shareholders of the parent company/Share-issue adjusted

number of shares during the period.

Equity attributable to shareholders of the parent company /Share- issue adjusted number of

shares at the end of period
Dividend distribution for period/Number of shares (basic) at the end of period

EBITDA is the indicator to measure the performance of the Group.

Comparable EBITDA, comparable EBITDA margin, comparable operating
result and comparable operating margin are presented in addition to EBITDA
and operating result to reflect the underlying business performance and to
enhance comparability from period to period. Altia believes that these com-
parable performance measures provide meaningful supplemental informa-
tion by excluding items outside normal business, which reduce comparability
between the periods.

Comparable EBITDA is aninternal measure to assess performance Altia and
key performance measure at segment level together with Net Sales.

Comparable EBITDA margin is also one of Altia’s financial targets. Compara-
ble EBITDA is commonly used as a base for valuation purposes outside the
Company and therefore important measure to report regularly.

Base for ROl measure.

This measure can be used to evaluate how efficiently Altia has been able to
generate results in relation to the total equity of the Company.

This measure is used to evaluate how efficiently Altia has been able to gener-
ate net results in relation to the total investments made to the Company.

Net debt is an indicator to measure the total external debt financing of the
Group.

Gearing ratio helps to show financial risk level and it is a useful measure for
management to monitor the level of Group's indebtedness. Important meas-
ure for the loan portfolio.

Equity / assets ratio helps to show financial risk level and it is a useful
measure for management to monitor the level of Group’s capital used in the
operations.

The level of Net debt / Comparable EBITDA is one of Altia’s financial targets.
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Steering of Altia’s responsibility work

Altia’s responsibility work is guided by Altia’s purpose and strategy, stake-
holders’ expectations, our Business Principles and other internal principles
and codes of conduct, as well as the amfori BSCI Code of Conduct.

Responsibility topics that affect Altia as a whole are addressed by Altia’s Corporate Responsi-
bility Working Group, whose ten members represent different parts of the organisation. The
Working Group reports to the Executive Management Team. It is chaired by the Senior Vice
President, Scandinavia, who is also a member of the Executive Management Team.

Each EMT member is responsible for the responsibility topics relevant for his/her organisation.
The concrete actions supporting Altia’s responsibility are part of each business’ operational
plans, which are approved by the EMT. The implementation of the measures is monitored in the
respective management teams and in the Corporate Responsibility Working Group. Based on
the implementation status, the Working Group proposes actions to be included in the opera-
tional plans for the following year.

Performance is monitored with the help of various indicators including, for example, four
different environmental indicators from the amount of waste material to water and energy con-
sumption, the sickness absence percentage and the accident absence rate, as well as personnel
surveys.

Altia’'s communications department is in charge of the coordination, development and reporting
of corporate responsibility efforts.

Read more: Materiality analysis
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Stakeholder dialogue

Our stakeholders’ perceptions regarding our responsibility are of essential
importance to us. They help us develop and prioritise our operations.

We aim to communicate our operations to our stakeholders in an open and transparent manner
in day-to-day interaction, as well as through various communication channels.

Our stakeholder outreach activities during 2017 included the organisation of a panel discussion
about responsible alcohol culture at SuomiAreena, conducting a study about Finns' perceptions
onaresponsible drinking culture, and conducting a survey about Altia's reputation in Finland.
According to the reputation survey, responsibility is one of the two key characteristics associ-
ated with Altia, alongside well-known brands. We also continued the development of our com-
munication channels by opening an Altia Facebook page and launching the Cheers! Developer
Community for consumers in Norway. During 2017, the Cheers! communities in Finland and
Sweden have provided input especially for the development of wine packaging.

In addition to interaction in the course of normal business, we regularly conduct stakeholder
surveys about their perceptions regarding our responsibility. The previous survey was conduct-
edin 2015 and was used as input for our materiality analysis.

Issues discussed by the media and by stakeholders during the reporting period included, for
example, the different aspects of the Finnish alcohol law reform. NGO and media coverage
regarding responsibility in wine growing in South Africa continued in several of our operating
countries, and the topic was discussed together with customers and suppliers.
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Altia’s stakeholder interaction

Altia’s main stakeholders, their expectations and our engagement channels are presented in the table below.

- -Owner, political
STAKEHOLDER decision-makers, Business customers Personnel- Contract farmers
public authorities Yy
EXPECTATIONS economic contribution cooperation and responsibility towards advocating responsible using Finnish raw
compliance with laws responsibility towards employees alcohol consumption by materials and keeping
and regulations customers product quality and marketing responsibly production in Finland
reducing environmental product quality safety consumer and market paying a fair price for
impacts advocating responsible advocating responsible understanding the barley
responsible supply alcohol consumption alcohol consumption cooperation and
chain responsible sourcing and marketing partnership
responsibility towards environmental respon- responsibly
employees sibility reducing environmental
impacts
ENGAGEMENT reporting direct contacts internal communications meetings and direct meetings, fairs, events
CHANNELS direct contacts electronic channels training contacts and other direct
audits customer training development reporting contacts
external requests for quotation discussions newsletters newsletters
communications and contracts cooperation requests for quotation farmer extranet
fairs and other events procedures and contracts
team practices and fairs and other events
procedures
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Altia’s stakeholder interaction

STAKEHOLDER

EXPECTATIONS

ENGAGEMENT
CHANNELS

X ppliers of
raw materials and

packaging materials

e reducingenvironmental
impacts

e usingdomestic/local
raw materials

e product safety and
quality

e good cooperation and
continuity in supplier
relations

e responsible sourcing

¢ meetings, fairs, events
and other direct
contacts

e reporting

e requests for quota-
tions and contracts

product quality and
safety

advocating responsible
consumption

reducing environmental
impact

external
communications
direct contacts
events

Consumers

e advocating responsi-
ble consumption and
preventing underage
drinking

e product quality and
safety

e responsibility in the
value chain

e reducing environmental
impacts

e products and marketing
e external communications
e consumer surveys

e fairsandother events

e consumer feedback

Non-governmental
organisations

e advocating responsible
consumption
e product quality and

safety

e reducing environmental
impacts

e responsible raw
materials

e external

communications
e reporting
e events
e direct contacts
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Materiality analysis

We conducted the previous stakeholder survey
on Altia's responsibility in 2015. We sent a link to
the survey to 2,400 representatives of different
stakeholder groups, and the link was also posted
onour website. A total of 240 responses were
received.

The results were reviewed by our Corporate
Responsibility Working Group. In addition, a
core group, which consisted of the Chair of the
Working Group and the persons responsible for
each of the four cornerstones of Altia's responsi-
bility, discussed the impacts of global megatrends
and trends related to the development of
responsibility in the alcohol industry on Altia’s
responsibility, and reviewed the requirements of
the international GRI reporting framework.

Based on the discussions, we updated our re-
sponsibility cornerstones, which were originally
defined in 2013. We also produced a respon-
sibility materiality matrix. The material aspects
include nine themes, which are also the focus of
our report. The boundary of each material aspect,
as well as the principles or guidelines relevant for
managing the aspect, are presented in the table
onpage4?2.

Our Executive Management Team approved
the updated responsibility cornerstones and the
materiality matrix in September 2015.

Materiality matrix

Level of stakeholder concern High

Low

Altia & Customers

Product quality & safety
Utilising responsibly produced
raw materials

— Material aspects ]

Traceability of products
Organic & ethically certified
products

Altia & Sociely

® Responsible marketing

- (D Advocating responsible

@ consumption

Economic contribution

G @ e : Human rights in supply chain

Altia & Environment
0 m-@ Minimising own

o environmental impacts
e o Environmentally sustainable
@ ! logistics chain

@ Sustainable agriculture
Q Conserving groundwater

e Altia & Employees
Well-being of employees

Good leadership

Low

Occupational health & safety

8 ) 8} .6 1 D .. ‘¢ V. s Y\ 3
Current/potential impact to Altia’s business High Rewarding good performance

2e@0
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Material topic Boundary* Management approach

Product quality and safety Altia, partners, raw material suppliers « |SO22000 food safety management system?
« |SO9001 Quality management system?
« Altia Quality Safety and Environment Principles

Utilising responsibly produced raw materials Altia, partners, raw material suppliers « Altia Quality Safety and Environment Principles
« amfori BSCI Code of Conduct
« Altia Code of Conduct for Suppliers and Subcontractors

Responsible marketing Altia o Altia Marketing Guidelines

Advocating responsible consumption Altia o Altia Marketing Guidelines
o Altia Employee Alcohol Policy

Economic contribution Altia « Finnish Corporate Governance Code 20154
o Altia’s tax strategy
« Government ownership policy

Human rights in supply chain Altia, partners and raw material suppliers in risk countries « amfori BSCI Code of Conduct

 Altia Code of Conduct for Suppliers and Subcontractors
Minimising own environmental impacts Altia « 1SO14001 Environmental management system?

« Altia Quality Safety and Environment Principles
Well-being of employees Altia « Altia Behaviours
Good leadership Altia « Altia Behaviours

The boundary indicates whether the aspect is material within the company or outside the company.

°The certification covers Altia's Rajamaki plant

SThe certification covers Altia’s operations in Finland (Koskenkorva plant, the Rajaméki plant and the technical ethanol unit, and the functions at the Helsinki headquarters) and the Tabasalu plant.
“Altia complies with the Finnish Corporate Governance Code 2015 with some deviations decided upon by the Board of Directors.

*The certification covers Altia’s operations in Finland
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Responsibility cornerstones

We have grouped the material aspects of our responsibility under four themes, which are the cornerstones of Altia’s responsibility work.
In this section of the report you can read more about our objectives, achievements and work relating to these themes.

grw&fme«w{

e Product quality & safety e Responsible marketing e Minimising own environmental impact o Well-being of employees
e Utilising responsibly produced raw e Advocating responsible consumption e Environmentally sustainable logistics e Good leadership

materials e Economic contribution chain e Occupational health & safety
e Traceability of products e Humanrightsin supply chain e Sustainable agriculture e Rewarding good performance
e Organic &ethically certified products e Conserving groundwater
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Altia’s responsibility objectives for 2018

The year 2017 marked the last year of our corporate responsibility action plan, which was initially created in 2014 and
covered the years from 2015 to 2017. In the following sections of this report, we will report the progress from the end of

2014 to 2017 for each responsibility cornerstone.

To set the way forward, we planned our actions
from the year 2018 onwards during the second
and third quarter of 2017. The planning was
based on an overview of where Altia is now in
terms of the strategy and implementation of
the previous action plan, interviews of all
Executive Management Team members to set
the ambition level, as well as internal work-
shops involving the members of Altia’s Corpo-
rate Responsibility Working Group and several
other subject matter experts.

As an outcome of the process, we received
around 45 ideas for how to develop Altia’s
corporate responsibility, with several concrete
actions under each of the ideas. The ideas were
reviewed by Altia’s Corporate Responsibility
Working Group, who selected the priorities for
2018. The prioritised actions were included

in relevant business’ operational plans. The
implementation status of the actions, as well as
the other ideas gathered in the process, will be
reviewed at the end of 2018. Targets for 2019
will be set based on this assessment.

Altia’s responsibility objectives for 2018

Altia & customers
« Continue work with product safety & quality, espe-
cially regarding low- or non-alcoholic products

« Set quantitative Altia targets for organic and
ethically certified products

Altia & environment

» Continue work on sustainable and efficient pack-
aging, for example by reducing overpacking, using
more recycled materials or less materials

« Investigate solutions for reducing or reutilising
waste alcohol from production

« Continue cooperation with contract farmers
and other stakeholders to promote sustainable
agriculture

Altia & society

« Investigate possible initiatives to promote responsi-
ble drinking in consultation with stakeholders

« Utilise efficiently the tools and resources provided
by amfori BSCI and continue the development of
Altia processes

Altia & employees

« Continue enhancing the safety culture at Altia sites,
with a focus on Rajaméki plant

« Enhance a new leadership and organisational
culture, for example, through leadership training
and employer branding initiative

« Enhance employee health and well-being through

concrete initiatives, for example, relating to work
ergonomics

« Enhance communication of our responsibility efforts, both internally and externally

« Integrate corporate responsibility topics more systematically into Altia Group's risk management

2017
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Altia &
customers

93.8 ML Produced or imported beverages
3.6 ML Organic products sold

6 Recalls

1,605 Members in Altia’s Cheers!

developer communities

e Product quality and safety: ensuring the quality and safety of raw materials and
end products

o Ultilising responsibly produced raw materials: working with suppliers and partners
to ensure products and raw materials are produced in a responsible manner

o Traceability of products: knowing where the raw materials and products come from

e Organic and ethically certified products: developing operations and product
portfolio to respond to the demand for certified products
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Altia & customers

Through our products, Altia wants to
encourage a drinking culture that emphasises
responsible values and quality rather than
quantity. Product safety is a top priority for
Altia and we strive to continuously improve the
quality of raw materials and final products. We
also want to use ingredients and raw materials
that are produced in a responsible manner. In
recent years we have expanded our selection
of organic and ethically certified as well as low-
and non-alcohol products.

During 2017 we continued preparations at Ra-
jamaki for certification against the 1ISO22000
food safety management standard. The certif-
icate was successfully obtained in November.
We also conducted a quality risk assessment
at other sites and set key quality indicators and
related targets, which will be monitored from
2018 onwards.

Regarding the utilisation of responsibly
produced raw materials, we resent our corpo-
rate social responsibility questionnaire to the
suppliers of ingredients and materials to Altia’s
proprietary brands and began the implemen-
tation of Altia’s Code of Conduct for Suppliers
and Subcontractors. The Code of Conduct
states the minimum expectations for our sup-
pliers when it comes to responsible conduct.
To further develop responsible sourcing, Altia
joined the amfori BSCl initiative in April 2017.
More information about our work with amfori
BSClis available in the Altia & society section.

Read more about our targets and achieve-
ments during the reporting year from the table
onpage4/.

Fairtrade wine from
Argentina combined
with Finnish work

AS PART OF OUR RESPONSIBILITY work, Altia wants to increase
the number of organic and ethically certified products in our
portfolio. Our most recent launch is Chill Out Genuine & Intense
Organic Malbec from Argentina, which is both organic and Fairtrade
certified. We asked the people in Argentina, what kind of an impact
has Fairtrade had on their lives, and followed the wine's journey
from Argentina to Altia's Rajaméki plant in Finland.

Find out more on our website at

www.altiagroup.com/responsibility/responsibility-cases
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ALTIA & CUSTOMERS
Objective 2015-17

Progress 2014-2015

Increasing the share of The current certification status of

products and materials suppliers was determined by a general

sourced from suppliers that CSR questionnaire. The preparation of

are certified for food safety roadmaps for further action began. Quality

and quality agreements and material quality specifi-
cations were completed for some of the
products we purchase.

HACCP was carried out at the Rajamaki
plant in accordance with 1SO 22000,
covering part of the standards. ISO 22000
certificate gap analysis was completed at
the Rajaméki plant. A project was launched
toinitiate the 1ISO 9001 certification
process at the Tabasalu plant.

Developing the food safety
and quality certification
status of Altia's own
production plants

A supplier selection tool is partly in use,
with plans to expand its use. Packaging
material supplier audits have been carried
out according to plan, with further plans

in place to expand audits to raw material
suppliers. Roadmaps were produced to
increase the number of suppliers certified
for social responsibility for certain product
groups in risk countries.

Utilising responsibly
produced raw materials

Developing the traceability
of products

A pilot project was launched to collect
traceability information electronically.

The aim of the project is to improve the
documentation and usability of traceability
information.

Increasing the product
portfolio of organic and
ethically certified products

Rooftop Garden liqueur was launched as
the first product manufactured from or-
ganic grain spirit produced at the Kosken-
korva plant. Fairtrade certification was
obtained for wine bottling operations in
Rajamaki. Altia’s first own Fairtrade wine,
Patchwork, was launched in Sweden.

Progress 2016

Quality agreements and quality specifica-
tions were extended for various groups of
packaging materials.

Rajamaki continued to prepare for
1SO22000 certification. HACCP risk
assessment, hygiene and cleaning
instructions, instructions for detection
and removal of glass chips as well as
House rules for employees and visitors at
Rajamaki plant were all updated. Floor and
other materials were refurbished and hy-
giene training was arranged for employees.
Tabasalu plant received 1ISO9001-certifi-
cationin June.

Packaging material supplier audits were
continued and audits of raw material
suppliers were started. An increasing
share of raw materials are organic.

The pilot project to collect traceability
information electronically was continued
at Rajamaki.

The organic certification of Koskenkorva
distillery was continued. The amount of

organic end products as well as share of
organic raw materials increased.

! Covers suppliers of wine, raw materials or packaging materials for Altia’s proprietary brands.

Actions 2017

« Continue extending quality agreements
and quality specifications with the aim of

covering all packaging materials

« Certification of the Rajamaki plant in

accordance with the 1ISO22000 standard
« Implementing the changes required by

revision of the ISO9001 standard at

Rajamaki and Tabasalu (for example iden-
tifying quality-related KPIs and action

plans and assessing quality risks)
» Analysing the feasibility of ISO2001
certification in Cognac

« Continue packaging material and raw
material supplier audits

» Implementing Altia Supplier Code of
Conduct

* Moving to electronic collection of
traceability information at Rajaméki

» Conducting an audit at Altia’s organic
ethanol supplier

* Making Altia's aquavits all organic, if
availability of raw materials allow

Progress 2017

* CSR questionnaire to suppliers was updated
» Quality agreements have been renewed whenever
contracts were updated

» Rajamaki was granted the 1ISO22000 certificate in
November 2017

» A quality risk assessment as required by ISO9001
revision was conducted. KPIs and action plans were set in
the beginning of 2018.

» Aninternal HSEQ audit was conducted in Cognac.
ISO9001 principles will be taken into account in internal
quality manual. Certification will not be applied at this
stage.

 Five supplier audits were conducted. In addition, amfori
BSCI full audits or re-audits were conducted at six
suppliers at Altia's customers' initiative.

o Supplier Code of Conduct has been included whenever
contracts were updated

« 80 % of Altia's direct risk country suppliers® have a social
responsibility certificate

« Electronic collection of traceability information has been
implemented, enabling traceability of components from
supplier to customer

» Audit of organic ethanol supplier was completed

» One new organic aquavit product was launched in 2017
and another one will be launched early 2018

¢ Altia’s first own Fairtrade wine in Finland was launched

« Fairtrade surveillance audit was conducted at Altia in
December
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Eco-friendly Finnish
geothermal heat

ALTIA DEVELOPS and produces fluids that transfer heat in geother-
mal heating systems from Finnish ethanol. Geothermal heat is an
environmentally friendly heating solution, which typically replaces
oil or electric heating. Altia’s Naturet geothermal fluids are a safe,
non-toxic and a Finnish choice. In Finland, Altia has a leading market
position in geothermal fluids. Expansion into the neighbouring
markets of Sweden and Norway is underway.

Find out more on our website at
www.altiagroup.com/responsibility/responsibility-cases

True Colours - Doing good
by having fun

FOR EVERY BOTTLE of True Colours cava, Altia Sweden gives SEK
5 to Regnbagfonden, a Swedish foundation that promotes human
rights for sexual minorities worldwide. Regnbagsfonden operates
especially in countries where the safety and well-being of LGBT peo-
ple is at risk because of their sexual orientation or gender identity.
By working with Regnbagsfonden, Altia Sweden presents consum-
ers with an opportunity to support an important cause in a festive
and light-hearted way. True Colours has been a successful product,
both in terms of consumer interest and positive effect on society.

Find out more on our website at
www.altiagroup.com/responsibility/responsibility-cases
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Altia &
society

425.6 MEUR Excise and income taxes

202.0MEUR Value of purchased raw materials,
goods and services

14% Share of total barley harvest in Finland

18 Social responsibility audits

4% Share of purchases from amfori BSCI

risk countries

We participate in public dialogue and advocate a responsible
drinking culture.

e Responsible marketing: compliance with applicable laws, regulations
and industry codes in each operating country

e Advocating responsible consumption: communication and cooperation with
industry operators to advocate a responsible drinking culture

e Economic contribution: generating economic value added in our operating area

e Human rights in the supply chain: cooperation with other actors in the supply
chain to promote good working conditions
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Altia & society

In accordance with our purpose as a compa-

ny, Let’s Drink Better, Altia is committed to
promoting a responsible drinking culture. We
market our products responsibly and in compli-
ance with applicable marketing laws. We also
acknowledge our wider impact and work with-
in the framework of amfori BSCI to promote
respect for human rights and key international
labour standards in our supply chains.

During 2017 we organised a panel discus-

sion about responsible drinking culture at
SuomiAreena, a key stakeholder forumin
Finland. The discussion utilised results from a
study on Finns’ perceptions about a respon-
sible drinking culture. More than half of the
respondents considered that the culture in
Finland is developing in a more responsible
direction. Internally we launched the Altia
Employee Alcohol Policy, a policy about alcohol
consumption applicable to all Altia employees
and anyone working on Altia’s production sites
or offices. The policy states our commitment
towards responsible alcohol consumption, lists
the situations at work where alcohol can be

consumed as part of certain tasks (for exam-
ple, quality analysis) and provides information
about the support offered, if there is a reason
to suspect irresponsible alcohol use. We also
continued to add so called responsibility state-
ments on labels and marketing. The statement
is most often in the form of a link to an EU or
national industry website, which provides in-
formation about the responsible consumption
of alcohol.

In April 2017 Altia joined the amfori BSCI
initiative (formerly Business Social Compli-
ance Initiative). As a supplier to amfori BSCI
participants, Altia has already implemented the
principles of the amfori BSCI Code of Conduct
since 2012. By becoming a full participant, we
wanted to enhance our possibilities and capa-
bilities to continue the work in the long term.
Our approach to human rights matters and key
outcomes in 2017 are described in more detail
in the Non-Financial Statement.

Read more about our targets and achieve-
ments during the reporting year from the table

onpage 51.

Preserving local heritage
one windmill at a time

SINCE 2013 Altia Eesti has sponsored the restoration of windmills in
Saaremaa, Estonia, by renovating one windmill per year. The restora-
tion work is based on a long-term agreement signed with Saaremaa
Tourism Development Centre. The windmills are invaluable cultural
symbols of the island but are dwindling in number. The restoration
also helps to preserve the craft of windmill construction locally.

Read the full story at
www.altiagroup.com/responsibility/responsibility-cases
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