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Managenment Commentary

The financial results of AS PRFoods for the last quarter of the financial year
have been strongly affected by the states of energencies declared due to the
Covid-19 pandenmic in all countries where the G oup conpanies operate (Estonia,
Finland, Geat Britain and Sweden). In the year as a whole, the sal es decrease
was 8.7% (19/20: 78.3 nillion euros; 18/19: 85.7 million euros) and the EBI TDA
for the financial year was 1.9 million euros (18/19: 1.7 mllion euros).
Considering the situation in the narket and conparing the results of our
conpetitors, we can be satisfied with the year. Based on the results of the
first half of the financial year, we expected a nuch stronger result. G ven that
the inpact of the outspread of coronavirus on global denmand and fish prices
rising fromChina already in January, was negative, we were able to respond
satisfactorily during the second half of the financial year, but it was
extremely difficult to achieve a positive result with the entire market in
descent .

Hot el s- Rest aur ant s- Caf ees sector's (HoReCa) restrictions and the drastic
decrease in air transport affected the conpany's turnover since md-Mrch, and
unfortunately the recovery of the hotel, restaurant and other catering segnents
has been difficult in PRFoods' main markets in Finland and the United Ki ngdom
Due to the decline in salnon and trout prices, finished products have also
become cheaper, especially in the Finnish market, affecting profitability.
PRFoods withstood the Covid-19 pandemic with a strengthened bal ance sheet,
having refinanced short-termloans with five-year bonds at the beginning of the
year, and al so, we have inproved cash flows by keeping the |l evel of raw nateri al
inventory at an optimal |evel

G oup sal es revenue
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The total decrease in turnover conpared to the sane period | ast year was 8. 7%
nostly affected by the decline of 29.5%in the financial year's last quarter
Al so, during 2019/2020 there was a change in the product portfolio; the share of
raw fish and fillets product group increased by 4 pp and the share of snoked
products decreased accordingly. The share of fresh fish and fillets in the
product portfolio is 45.6% (41. 7% 1 ast year) and the share of snoked products is
38.4% (43.0% | ast year).

The sales price of fresh fish and fillets is directly affected by the export
prices of salnon and trout, which have been on a downward trend since the
begi nning of the cal endar year. During the reporting period, the market price of
fish fluctuated significantly, for exanple in March 2020 the narket price of
sal mon had decreased by 31.1% and the price of rainbow trout by 32. 0% conpared
to a year ago. Conpared to the prices tw years ago, the price of sal nmon had
fallen by 43.2%and trout by 31.7% Forenpst, it had a negative inpact on
whol esal e prices and turnover of fresh fish

Result for the 12 nonths of the financial year

The Goup's consolidated EBITDA was 1.9 nmillion euros (18/19: 1.7 million
euros), a decrease of 8.0%conpared to the previous year. EBITDA from operations
(i.e. before one-offs and revaluation of bioassets) was 2.8 nillion euros
(18/19: 4.0 mllion euros). EBITDA from operati ons was negatively inpacted by a
decrease in the share of snoked products in sales, which was mainly due to | ower
sales volunes in Finland in the private | abel segnent, by the negative inpact of
Covid-19 on sales in the HoReCa sector and the fall in market prices for fish

In the year as a whole, the gross margin decreased by 1.7 pp conpared to the
previous financial year (19/20: 12.2%vs 18/19: 13.9%

The net loss for the reporting year was 1.9 million euros (18/19: 1.5 million
euros), incl. an increase in financial expenses by 0.3 mllion euros due to the
increase in interest expenses (investnent loan interest rate 3.25%vs. bond
interest rate 6.25%.

Fi nanci al position

The conpany's net debt was 20.7 mllion euros as at 30.06.2020 (30.06.2019:
20.5 mllion weuros). The Goup's working capital as at 30.06.2020 was ni nus
3,967 thousand euros as current liabilities include liabilities to related
parties in the amount of 4,046 thousand euros, which are long-termin nature,
but due to accounting principles nmust be categorised as short-termliabilities
(incl. short-termloan of 1,500 thousand euros from Anber Trust Il S.C A (note
26)). By elimnating short-termliabilities to related parties, wth whomthe
Goup has the opportunity to agree on paynment ternms |onger than 12 nonths, the
G oup's working capital is positive

PRFoods successfully conpleted a private placenent of bonds in January 2020, as
a result of which short-termliabilities in the amount of 9 nmillion euros becane
Il ong-term ones, releasing cash flows of about 2 nmillion euros per year. The
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change in the debt structure also has an inpact on the conpany's financial
results, the inpact of financial expenses on PRFoods' net profit is negative by
0.35 mllion euros per year

I npact of the coronavirus (Covid-19) pandenic

Due to the inposition of special situation restrictions because of the Covid-19

pandenic, the conpany's turnover has significantly decreased in the HoReCa
segnment which accounts for approximately 20% of the Group's turnover since md-
March. The decrease in sales in HoReCa segnent in the last quarter of the
financial year was about 70% which was unfortunately not covered by the 7%
growh in retail segnent, but rather the share of raw fish and fish fillets with
significantly lower profit margins increased instead of hot and cold snoked
products. Taking into account the average gross margin for the first 9 nonths of
the vyear (13.9%, we estimate the direct negative inpact of Covid-19 on EBI TDA
of 0.6 mllion euros. The Goup's results were negatively affected primarily by
the Finnish unit, while the British unit's result renmained at the sane | evel as
| ast year, despite the situation caused by the coronavirus.

In line with the decline in production, the Goup's conpanies have reduced the
working hours and salaries of both production and office enpl oyees by 10-30%
The G oup's conpanies in Estonia and the United Kingdom have used the salary
conpensation subsidies offered by the states.

The Goup is focused on cost and cash flow nmmnagement to ensure the
sustainability of its operations in the future. Certainly, larger industries
such as PRFoods are better able to cope with such crises, and the conpany's
activities are spread across several markets. In sone narkets, we expect our
positions to strengthen due to reduced conpetition.

In March 2020, PRFoods conducted a public offering of bond issues am dst the
period of crisis which could not have been foreseen when planning the issue,
resulting in the subscription of bonds significantly bel ow expectations - 0.9
mllion or 47%of the 1.9 nmillion was subscribed, including 0.5 mllion bonds
subscri bed by PRFoods to sell themafter the end of the crisis.

Events and future plans for the financial year

This financial year wll <continue to be affected by Covid-19, and we will
certainly see the effects of the ongoing econonmic crisis materialize in the next
financial year. W assunme the recovery of the HoReCa sector w Il not be seen
until 2021. Considering that the share of total g¢lobal HoReCa in sal non and
trout is about 30% there is an oversupply of both raw fish and fish products in
the narket due to the corona epidenmic. The trend of declining consunption can
al so be seen in other foods, such as neat and mlk, as both travel and donestic

restrictions apply. However, in countries where the coronavirus has been
successfully conmbated so far, including Estonia, rapid recovery of HoReCa can be
seen. As the situation changes quickly, it is difficult to make long-term

predi ctions.
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According to analysts and Fishpool's salnon futures prices, price growh and
demand growth of up to 9%can be expected only in 2021. The average futures
price of salnmon for 2021 at the date of the report is 5.55 euros/kg conmpared to
4.40 euros/ kg in August 2020.

For PRFoods, the market price of fish has the biggest inpact. This is due to two
main reasons: a) the inpact on fish farming, b) the change in Finnish retai
prices, where the prices of final products also react imediately to the fall in
raw material prices due to the large share of the private | abel in the market.
Due to the decrease in demand for HoReCa, we see low fish prices for 2020 as a
whole. This is definitely good news for consunmers. Despite the increased
production volunes and demand for sone products, |ower prices do not allow such
a large profit to be nmde in absolute terms. At the same tinme, |ower prices
allowto significantly increase export vol unes.

Considering the situation, we are nore optinmistic about the future than at the
end of the financial year, for the follow ng reasons:

* John Ross Jr. and Coln Valley have been able to naintain their profitability
in absolute terns despite a nearly 30%drop in turnover thanks to higher
profitability of branded products;

* |n the Estonian market, we have been able to sell our products significantly
better and we see that during the financial year of 2020/2021 we w ||
significantly increase our product portfolio of retail products for the
Est oni an mar ket ;

* W have conpleted the centralization of the managenent of the Finnish and
Est oni an production units, which started in 2019, including the change of
managenent. The nerger of Trio Trading and Heinon Kala in Finland has been
conpleted. In addition, we built up a new sales team which had a tenporary
negative inpact on sal es revenue due to turnover of personnel

* W will increase the level of automation in the Estonian and Finnish
production units, as a result of which we will be able to organize
production nmuch nore efficiently and with fewer people in the future;

* A larger investnent program has taken place in production. W will continue
with the investnment programin fish farmng;

* Positive news from Estonia and Sweden regarding the increase in fish farm ng
volumes will enable us to grow fish nore efficiently and profitably and
beconme one of the largest and nost environnmentally friendly fish farners in
Est oni a and Fi nl and;

* We assunme that the direct damage caused by the coronavirus has passed. At
the same tinme, the long-termeffects of the acconpanying economic crisis on
consumner behavi our as well as on conpetition are unpredictable.

We have inplenented a cost-saving programsince the 4(th) quarter, resulting in
costs decreasing by approximately 0.4 nmillion euros per year. The one-nillion-
euro savings program | aunched in 2019 has thus been completed. The main focus of
the financial year of 2020/2021 is maintaining profitability and growh in the
conditions of a strong market oversupply. Considering the regional position of
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the Goup's conpanies, we believe that we will be able to cope better with the
situation than our conpetitors.

Covid-19 created a new situation, but despite it, PRFoods never had to stop its
production. W continue to develop PRFoods as an environnentally friendly and
hi gh-quality fish farnm ng and processi ng conpany.

Key Ratios of the G oup

I NCOVE STATEMENT

m n EUR (unl ess stated otherw se) 19/ 20 18/ 19 17/ 18 16/ 17
‘sales 183 8.7 949  5L1
‘@oss profit 9.6 119 132 3.9
CEBITDA fromoperations* 2.8 4.0 6.0 0.6
BBTOA 19 171 a4 20
BT 0.7 -0.5 2.3 0.7
T 1.8 -12 14 0.5
Net profit (-loss) 19  -15 10 0.2
‘@oss mrgin  12.2% 13.9% 13.9%  7.7%
‘perational EBITDA margin 3.5%  4.7%  6.3%  1.2%
EBITDA margin  2.4%  2.0%  4.7%  3.8%
EBIT margin 0.9%  -0.5%  2.5%  1.4%
CEBT margin 2.2%  -1.4%  L15%  1.1%
Net margin -2.4% -1.7%  1.1%  0.4%
‘perating expense ratio  13.4%  12.5%  10.5%  9.6%

BALANCE SHEET
mn EUR (unless stated otherwi se) 30.06.20 30.06.19 30.06.18 30.06.17

Net debt 20.7 20.5 18.1 1.0
Equity 19.8 21.9 23.3 22.7
Wor ki ng capital -4.0 -3.1 2.8 11.5
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Liquidity ratio 0. 8x 0. 9x 1.1x 2. 3x
Equity ratio 34.7%  35.0%  35.6%  67.8%
‘Gearing ratio 51.1%  48.3%  43.7%  4.1%
Debt to Asset 0.7x  0.7x  0.6x  0.3x
‘Net debt-to-EBITDA fromoperations  7.5x  5.1x  3.0x 1 6x
RE 9.1%  -6.5%  4.3%  0.9%
RA 3.2%  -2.3%  2.0%  0.6%

* before one-offs and fair value adjustnent of fish stock

I ndrek Kasel a

AS PRFoods

Menber of the Managenent Board
Phone: +372 452 1470

i nvest or @r f oods. ee

www. pr f oods. ee
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