ANNUAL REPORT VALORA 2020
L etter to shareholders

Dear shareholders

The global COVID-19 pandemic and the
official restrictions imposed also had a
massive impact on Valora, resultingin a
marked decline in customer frequencies
and lower demand, especially for food to
go. Nevertheless, Valora managed to
achieve positive EBIT of CHF 14.1 mil-
lion in 2020, which was at the upper end
of the guidance. This was in spite of ex-
ternal sales falling by —16.7% year on
year due to the drastic COVID-19 mea-
sures in the spring and the renewed im-
position of more stringent measures
from late autumn. On the positive side,
there was a good start to the year, sus-
tainable cost management and an in-
terim recovery in sales prompted by the
official easing measures in the summer.

We also achieved strong free cash
flow of CHF 38.1 million on the back of
solid EBITDA of CHF 83.4 million, the
consistent management of net working
capital and focused investment deci-
sions. In addition, we reduced the
Group's net debt (31.12.2020: CHF 211.8
million), further strengthening the bal-
ance sheet in the process.

We owe you, dear shareholders, a
great deal of gratitude for this. You con-
tributed a good CHF 100 million to the
strong balance sheet during a time of
major uncertainty and helped to create
asolid basis for future investments. This
contribution was made possible by the
waiving of the dividend in 2020 as well
as the successful capital increase in No-
vember. This also helped us improve our
extra COVID-19 headroom for the lever-
ageratio covenant of our syndicated loan
facility, which we extended to the end of
June 2022.

The crisis did not prevent us from
also investing in the future in 2020. The
expansion of our pretzel production ca-
pacties was completed according to plan.
The conversion of the spaces secured in
the SBB tender into avec convenience
stores and k kiosk sales outlets with an
increased food offering is progressing
well following a brief COVID-19-induced
break. We are also moving forward with
our development of digital convenience
solutions. This can be seen, for exam-

ple, with the new online store avec now,
which delivers within the hour, as well
as the new avec 24/7 store, which in ad-
dition to its normal opening hours also
operates autonomously on Sundays, with
this soon also to be the case during the
night, just like the avec box.

The fact that we are able to look to
the future with confidence despite the
crisis is especially thanks to the people
in our network. Our employees showed
immense commitment in contributing
to ensuring the provision of basic sup-
plies to the public and further develop-
ing the company. Our staff also dis-
played great solidarity in undertaking
short-time working, which affected more
than half the workforce at times. We
would like to say a wholehearted thank
you to all our employees for their valu-
able commitment during this turbulent
time.

In return, Valora stepped up to sup-
port its employees’ and partners’ health
and financial security. Moreover, the
Board of Directors took the decision to
show its appreciation by giving all em-
ployees who are part of the “short-term
bonus” plan half of their bonus for the
2020financial year despite not achieving
the financial targets.

The Board of Directors would like to
thank the Group Executive Management
and the wider management team for their
strong crisis management and the ma-
nagement foresight they demonstrated.
Since 1 July 2020, the Group Executive
Management has been strengthened by
the addition of Beat Fellmann as new
CFO. In June, Markus Bernhard, Dr Ka-
rin Schwab and Dr Suzanne Thoma also
joined the Valora Board of Directors.

We are convinced that the foodve-
nenience business will remain attrac-
tive and recover with the easing of the
official restrictions. We are thus stay-
ing true to our strategy. Nevertheless,
we are currently experiencing the second
wave of the virus and have yet to come
through this. The start of the current
business year was difficult and the si-
tuation remains challenging. However,
business should recover significantly in

the second half of 2021. By the end of the
year, we expect to return to a monthly
profitability comparable to the time be-
fore the COVID-19 crisis.

Unfortunately, the 2021 Annual
General Meeting will once again have to
take place without shareholders in
attendance. As was the case last year,
you will have the opportunity to exerci-
se your vote via the independent proxy.
In view of the still high level of uncer-
tainty and in order to protect Valora's
strategic freedom of action, the Board of
Directors proposes to the Annual Gene-
ral Meeting that the 2020 dividend be
waived. We are convinced that the pru-
dent approach to the company’s finan-
cial resources is not only in the interest
of the company, but of all its stakehol-
ders.

We greatly value being able to count
on your active support during this cri-
sis. We are convinced that thanks to your
contribution, to all the extra measures
taken and, above all, the commitment
shown by our employees we will be able
to overcome the crisis successfully and
build on our achievements. We would like
to express our great gratitude for this.

Best wishes

Mo~

Franz Julen
Chairman of the Board of Directors
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Michael Mueller
CEO
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COVID-19 pandemic

The global coronavirus pandemic de-
fined 2020. From February, the corona-
virus (COVID-19) spread everywhere
including throughout Europe and North
America — directly impacting the core
Valora markets of Switzerland and Ger-
many, plus Austria, Luxembourg, the
Netherlands and the USA. The authori-
ties responded with rigorous measures
to contain the virus.

Theserestrictions and the resulting
fall in customer frequency obliged
Valora to reduce opening times signif-
icantly and even close some sales outlets
entirely. The lower customer footfall also
led to a marked decrease in out-of-home
consumption. These developments had

Mobility at transport hubs in 2020

o (in Switzerland by way of example)

a considerable impact on the Valora
Group's external sales, especially in the
food category.

Nevertheless, the foodvenience
provider managed, even under the most
stringent restrictions, to help provide the
public with basic supplies and it experi-
enced a recovery in sales during the in-
terim phase from spring to the second
wave starting in late autumn. Combined
with a good start to the year in January
and February, with strict cost and pru-
dent crisis management and with very
committed employees this led to Valora
closing the year with positive EBIT of
CHF 14.1 million.
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Official measures (some examples):
(1) Tightened restrictions with school
closures, a recommendation to avoid
public transport and to work from home
(13 March) and the closure of borders,
shops, restaurants and leisure facilities
(16 March)

Opening of schools, shops and catering
establishments (11 May)

Opening of borders (15 June) and
significant easing of measures (22 June)
Masks obligatory on public transport

(6 July)

Tightened restrictions with extended
obligatory mask-wearing and a
recommendation to work from home
(19 October)

Obligatory shop closing from 7:00 p.m.
and closure on Sundays and public
holidays (11 December) as well as
closure of restaurants and leisure
facilities (22 December)

Sources: Google and the Federal Office
of Public Health, 2020
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Valora Group opening times due to official COVID-19 restrictions

Retail (2041 sales outlets in Dec. 2020)
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External sales in the Valora divisions: Deviation 2020 vs. 2019
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External sales in CHF million

2233

EBIT in CHF million

141

Sales outlets

2680

Employees in the network

~15000

Bakery products per year

~600 Mio.
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Key financial data

CHF million

CHF million

CHF million

CHF million

%

o,

CHF million

CHF

CHF .

CHF million
CHF million
CHF million

FTE

CHF 000

All totals and percentages are based on unrounded figures from the consolidated financial statements.

U Definition of alternative performance measures on page 225

2 From continuing operations

31.12.2020

1697.4

83.4

14.1

31.12.2019

2 029.7

157.4

91.5

CHF million
CHF million

CHF million . .

CHF 000
CHF

-108.4%

-108.3%
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Change
'm;;ié:féé'“"
-16.4%

-47.0%

-84.6%

n.a.

-49.9%
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External sales

in CHF million

2731 2681
2574 2454

2233

Free cash flow

in CHF million
82

73

16 17 18 19 20

Employees

number in full-time equivalents

4228 4265 4230

3906 3578

EBIT

in CHF million 90 91

72

16 17 18 19 20

Investments
in CHF million 95

16 17 18 19 20

QOutlets

number excl. independent
partners at Retail Germany

2754 2749 2725 2673
2415

39
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Interview CEO

“Thants to its resilient
business model, Valora is

holding its own even during
the COVID-19 crisis.”

Michael Mueller
CEO Valora Group

=
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Michael Mueller, how did you experience
20207

Nobody would have thought at the start
of 2020 that a pandemic would have such
a drastic impact on all our lives. The
COVID-19 crisis also had a major im-
pact on Valora's business development
in 2020. The official restrictions brought
in to contain the virus led to a collapse
in customer footfall, with figures down
byasmuchas-80% athighly frequented
locations during the first lockdown. As a
result, our sales fellby—17%. And never-
theless, we proved that Valora can with-
stand even the most adverse situations
thanks to its resilient business model.

“We finished 2020 with
positive EBIT and
strong free cash flow.”

How satisfied are you with Valora’s oper-
ating result?

Iam pleased that, in spite of everything,
we achieved a positive operating prof-
it of CHF 14 million in 2020 and strong
free cash flow of CHF 38 million — EBIT
was at the upper end of our financial out-
look despite the second wave of the vi-
rus from late autumn and the renewed
introduction of more stringent restric-
tions. The good start to the year, an up-
tick in sales between the phased lifting
of the first lockdown from the end of
April and the start of the second wave,
a relatively stable gross profit margin
and consistent cost controlling helped
us to achieve this result. However, this
was primarily thanks to the service pro-
vided by our staff and operating part-
ners. They went the extra mile for our
customers and Valora during this pe-
riod, which has been tough at both a
personal and professional level. They
deserve all my respect and gratitude.



ANNUAL REPORT VALORA 2020

Interview CEO

“The employees deserve all
my respect and gratitude.”

What were the main pillars of your crisis
strategy?

In recent years, we have established
a strong position in our markets as a
focused foodvenience provider. Even
during the lockdown, we were able
to maintain business continuity and
contribute to ensuring that the pop-
ulation was provided with basic sup-
plies. We ensured the safety of both our
customers and staff through the intro-
duction of comprehensive protection
concepts. From a financial perspective,
we were extremely strict with our net
working capital from an early stage of
the crisis and deferred or prioritised
investments. First and foremost, we
moved quickly to take holistic measures
to lower our cost base. And we will con-
tinue to do this moving forwards.

In 2020, you offset more than half of the
reduction in gross profit through saving
measures. How did you achieve this?

We cut costs by almost 12% compared
to 2019 by prioritising projects in a
targeted manner, optimising our sales
outlet network and further reducing our
central costs. We claimed short-time
working for our staff — for over half
the workforce at times. As a result, we
thankfully only had to cut a small num-
ber of jobs.

Did you do anything extra for employees
placed on short-time working?

Wemade up their salary shortfall during
the initial stage of the crisis, meaning
they were paid in full. We then ensured
that any shortfall would not exceed 20 %
inthose instances where the government
paid out less than 80% of salaries, as is
the casein Germany. We also subsidised
our franchise and agency partners and
helped them when faced with liquidity
bottlenecks with a sum in the low dou-
ble-digit millions. In addition, we coop-

erated closely with them when applying
for government support.

To what extent did you optimise your sales
outlet network?

The development in customer footfall
varied depending on the stringency of
the official measures in place. We con-
tinually changed our opening times to
reflect what was happening on the
ground, meaning it was a dynamic pro-
cess. At the height of the lockdown in
April 2020, we operated about 40% of
our sales outlets with reduced opening
hours, while around 20% were closed —
some of the closings were by official de-
cree. In spite of the restrictions tight-
ening again, these numbers dropped
to about 25% and 15%, respectively, at
year-end. We only had to close about 40
of a good 2700 sales outlets due to the
pandemic.

Where did the crisis have the greatest
impact?

The restrictions meant that there
was less opportunity to purchase co-
mestibles for consumption when on the
move, while the level of need and desire
for such purchases also declined. This
impacted our food category as a whole
and especially the Food Service formats
BackWerk, Ditsch, Caffe Spettacolo and
Brezelkonig. They are particularly ex-
posed, not just because they sell food, but
also because they are primarily located
at public transport hubs. Overall, sales
in the high-margin food category fell by
—28% in local currency, having grown
by almost 3% in January and February.

In what ways did the retail business
benefit?

On the one hand, the retail formats are
also located in the agglomeration, at
service stations and shopping centres —
areas that were relatively well frequent-
ed. Ourretail business also has a broad-
er product range than the Food Service.
Our high competence in the tobacco and
press categories proved to be a strength
during the crisis. In spite of a fall
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in external sales of —13%, Retail thus
achieved an EBIT margin of almost 2%.

And what about the margin for Food
Service?

Discounting depreciation, the Food Ser-
vicemargin at EBITDA level was actually
about 8% and thus above that of Retail.
That is evidence of solid profitability,
even if external sales fell by almost a
third in 2020.

How did the B2B pretzel husiness
perform?

We also felt the impact of the sharp
downturn in the out-of-home and food
service market in this area, albeit not to
the same extent as in our Food Service
formats. Our very international portfo-
lio of food service customers, who are
not only active in high-frequency loca-
tions, has certainly contributed to this.
Thanks toinnovative product creations,
we not only received new orders from ex-
isting customers, but also gained new
customers, for example from the retail
sector. Moreover, the situation in Europe
was different to thatin the US where our
B2B business continued to grow. We
were also helped by the fact that we can
now package products in line with cus-
tomer preferences at our Cincinnati
facility thanks to the new production
line — the timing during the pandemic
couldn’t have been better.

Have you done anything else to enhance
your food offering?

We certainly have. For example, in
response to the trend towards higher
nutritional awareness, we launched
innovative products with plant-based
meat substitutes at Brezelkoénig. We
expanded our fresh vegan and vegetar-
ian product offering at avec. And we
further developed our entire range of
filled products at BackWerk.

Were there also opportunities for you to
exploit in 2020 in spite of the crisis?

Yes, absolutely. Changing customer
behaviour and the COVID-19 pandem-
ic are adding impetus to digital, low-
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contact convenience solutions. We there-
fore systematically pushed ahead with
their development and expanded our
own

expertise.

“Changing customer
behaviour is adding impetus
to digital convenience
solutions.”

Can you give an example?

The automated self-checkout is a good
example here. Due to the big customer
response, we extended the contract term
again for the cashier-free, 24/7 avec box
at ETH Zurich Honggerberg until the end
of May 2021. Since December 2020, we
have been testing a self-checkout solu-
tion via the avec app at the two avec
stores in Zurich Oerlikon in parallel with
staffed checkouts. We also launched a
hybrid model at the end of January 2021
in the form of avec 24/7. While the avec
store is a regular shop with staff dur-
ing the week, on Sundays it turns into
an autonomous operation. Once the
COVID-19-induced ban on night-time
shopping is lifted in Zurich, people will
also be able to use the app to go shop-
ping at night.

Demand keeps rising for e-commerce,
delivery services and loyalty programmes.
Yes, that’s why we introduced the pi-
lot version of our online store www.
avecnow.ch in the middle of the first
lockdown. Smaller convenience pur-
chases are delivered within an hour or
so. We are offering it in Zurich for the
time being. We also brought all of our
Swiss Food Service formats onto the
delivery platforms of third-party pro-
viders. Moreover, we now have an op-
timised version of the Caffé Spettaco-
lo Loyalty app with a new online solu-
tion for pre-ordering coffee anywhere in
Switzerland.

Have you had any more successes in the
area of digitalisation?

As regards process efficiency, in 2020
we were able to complete the final
component of the rollout of a shared,
future-oriented ERP platform in the
Retail division. The sales outlets in
Switzerland, Luxembourg and now in
Germany too are all working on the same
IT platform with a common goods man-
agement system.

Did you also invest elsewhere in imple-
menting your strategy in 2020?

In spite of the pandemic, we invest-
ed CHF 55 million in 2020. The invest-
ments correspond to a good 60% of what
we did the year before. In the first quar-
ter, we concluded the expansion of the
pretzel production facilities in Ger-
many and the US in full and according
to plan. We also invested further into
the conversion of the locations secured
until 2030 through the SBB tender into
avec convenience stores and modernised
k kiosk sales outlets with more food.

“Valora is investing in
the future.”

Are you progressing with the SBB
conversions?

The conversion work was on track at
the start of the year. We then had to
stop construction until the end of June
due to COVID-19. We have made good
progress once more since then. Among
others, we have converted several former
Migrolino sites at very attractive loca-
tions. We have only had to push back 30
conversions and we expect the project to
be completed in 2022.

What do the customers say abhout the new
avec stores?

Theinitial signs with respect to the per-
formance of the new avec stores are very
promising. The converted sales outlets
at SBB locations and service stations
where we are also expanding with avec
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are performing at an above-average lev-
el when compared to the existing shops.
We are also encouraged by the customer
feedback. We have experienced the same
for our two German BackWerk sites in
Moers und Neuss, both of which we
modernised in a pilot on the basis of the
successful Dutch concept.

Valora also wants to be more sustainable.
Have you made progress?

We demonstrated our reliability as an
employer last year, especially with the
short-time working arrangement and
partner support. Wherever possible,
we also adjusted our range quickly and
efficiently in line with the prevailing
situation in order to avoid food being
wasted. We are also working with or-
ganisations like Too Good To Go, with
which we have saved over 270000 food
portions since 2019. On the other hand,
we successfully concluded other initia-
tives unrelated to the crisis, for exam-
ple the launch of a new job platform and
the switch to 100% fair trade coffee for
all own brands. Nonetheless, it is true
that we were held back by the COVID-19
crisis. But our commitment remains:
sustainability will become part of our
daily operations.

“We have a strong balance
sheet and are financially
stable and flexibly
positioned.”

Valora increased its capital at the end of
the year. What was the decisive factor
behind this move?

We successfully placed 440000 shares
in November 2020 and generated a gross
return of CHF 70 million. This ultimate-
lyled to a higher cash holding and lower
net debt (CHF 212 million as at the end
of 2020). On that basis, we were able to
improve our COVID-19 headroom for the
leverage ratio covenant of the syndicat-
ed loan facility negotiated in April for
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OUTLET NETWORK
31.12.2020
[+ - = = —
Format Switzerland Germany | Luxembourg Austria | Netherlands TOTAL
RETAIL MEZEZT  k kiosk 868 211 68 1147
avec avec 164 4 168
Press & Books 24 155 2 10 191
@ cigo & sub-formats 402 402
ServiceStore DB 105 105
S U-Store 24 24
g%%\?ICE GFM3  BackWerk 1 286 24 31 342
Ditsh,  Ditsch 198 198
G Brezelkonig 62 3 65
@ Caffe Spettacolo 31 4 35
SuperGuud 3 3
TOTAL 1153 1385 74 37 31 2680

CHF 150 million and extend it by a year
to the end of June 2022. Valora thus has
astrong balance sheet and good debt ma-
turity profile, meaning we are financial-
ly stable and flexible even during these
turbulent times.

“The foodvenience business
will also remain attractive
m future.”

Does this mean acquisitions are still

on the agenda?

Yes. We don't want to restrict ourselves
to investing in our core business. We also
want to benefit from a possible market
consolidation owing to the crisis.

Is the foodvenience business still
attractive at all?

We are convinced that out-of-home con-
sumption will recover at highly fre-
quented locations once the restrictions
are relaxed. There were indications of
this with the easing of measures fol-
lowing the spring lockdown. The food-
venience market will also remain attrac-
tive in the future.

Half of Valora’s points of sale are situated
at highly frequented public transport
locations. Will mobility return?

People will start moving more again.
Presumably, however, some people may
work from home more in future. Accord-
ing to our projections, the impact on mo-
bility numbers compared to the pre-
crisis year should be in the -5 to —10%

range. It'simportant for us that the rents
reflect this new economic reality with
respect to where the stores are located.

What is the latest in the negotiations with
your landlords?

In spite of the enduring nature of the
decline in footfall, rents for our entire
portfolio were only reduced by slightly
over —10% in 2020 — and that was only
for the lockdown periods in most cases.
The high minimum rents in the revenue-
dependent leases prevented us from
balancing out the risk distribution with
thelandlords. Negotiations for 2021 and
beyond are continuing unabated. Not-
withstanding that, we assume that the
crisis will lead to vacancies and thus
more competitive new rental rates, in-
cluding at attractive locations.
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“Out-of-home consumption
will recover when the time
comes to ease the restrictions.”

Are you making any adjustments to

your 2025 strategy?

The strategy as communicated in 2019
remains valid. We have planned in-
vestments of about CHF 60 million for
2021 - primarily for the further SBB
conversion work. Growth, innovation,
efficiency, a performance-oriented cul-
ture and sustainability are indispens-
able to our long-term success. We also
consider the operational financial tar-
gets to be realistic. There may be minor
deviations from the schedule, depending
on how quickly we overcome the crisis.

What awaits us in 20217

We currently find ourselves fully in the
second wave of the pandemic. The impact
has been stronger than we anticipated.
Despite gradual relaxation of the govern-
ment restrictions from March 2021, cus-
tomer frequency is likely to remain com-
parably low until the middle of the year.
However, we expect the business to de-
velop above the previous year in the se-
cond half of 2021. It has to be assumed
that demand for food-to-go will recov-
er more slowly than the other categories
due to the persistent restrictions. Never-
theless, food remains the main driver
of our growth. The food category is also
likely to benefit disproportionately from
therecovery later on. Ourinvestment fo-
cusis currently the conversion of the SBB
sites. We are also moving forward with
the development of new, digital conve-
nience solutions.

What do you expect in terms of the 2021
result?

It is also primarily thanks to the retail
business that our business model has
proven resilient during this crisis. It is
important to keep our cost base under
control. In 2020, we adjusted our costs
sustainably and across the board. We
can now reap the rewards of this. To-
day, we expect to be comparably pro-
fitable on a monthly basis by the end of
the year as we were in the time before
the crisis. However, it is still uncertain,
when and to what extent governments
will ease theirrestrictions. It is therefore
not yet possible to provide a guidance on
the 2021 result. With the publication of
our half-year results 2021 we will carry
out a renewed assessment.

What is your biggest challenge?

It appears that the epidemiological sit-
uation will calm down as vaccines be-
come more widely available. However, it
will still take some time before the vac-
cination programme yields success. This
will once more demand a lot from all em-
ployees in our network, who have beenin
crisis mode for a year already. We must
make every effort to support our employ-
ees to the best of our ability.

“l'ood remains the
main driver of our growth.”

How are the employees doing?

The commitment we have been able to
rely on is nothing short of incredible.
Our employees made last year work by
demonstrating perseverance, assuming
individual responsibility and showing
foresight. The Group Executive Manage-
ment and I also continue to be greatly
impressed at how they are coping with
the situation and we are convinced that
Valora and its employees will emerge
strengthened from the crisis.
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“logether, we will emerge
strengthened from the crisis.”

What is your basic personal outlook going
into 2021?

In 2020, we all created a strong founda-
tion for investing in the future through
our good work and strict cost discipline.
We have therefore not stood still despite
the crisis. Instead, we have equipped
ourselves for further growth. We will
do more of the same in 2021. Together,
we will manage the fallout from the pan-
demic. We need the support and solidari-
ty of everyone to achieve this.
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