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The first choice for
value-added vegetable
oll solutions

AarhusKarlshamn AB (AAK) is one of the world’s leading producers of high
value-added speciality vegetable fats. Development and production of these
fats require significant technological know-how and they are used in various
applications within bakery, infant nutrition, dairy, cosmetics, chocolate and
confectionery. AAK has production facilities in Denmark, Great Britain, Mexico,
the Netherlands, Sweden, Uruguay and the US. The company is organised in
three Business Areas; Food Ingredients, Chocolate & Confectionery Fats and
Technical Products & Feed. Further information can be found on the company’s

website www.aak.com.



AAK in 60 seconds

® AAK’s vision is to be the first choice in
value-added vegetable oil solutions.

6 AAK has more than a century of
unrivalled experience with vegetable
oils for a broad spectrum of applica-
tions. Our customers are primarily
from the food, confectionery and cos-
metics industries. We also supply the
animal feed and technical industries.

6 AAK'’s products are ingredients,
including alternatives to dairy fat and
cocoa butter, trans-free solutions, low
saturated fats solutions, nutritious fats
for infant formula, environmentally-
friendly lubricants, and healthy skin
care products.

6 AAK'’s raw materials are derived from

renewable sources primarily sourced
in Northern Europe (rapeseed),
Europe and Mexico (sunflower), USA
(soya beans), West Africa (shea
kernels) and Southeast Asia and Latin
America (palm).

6 AAK'’s 12 production plants are
located in Denmark, the Netherlands,
Mexico, Sweden, the UK, Uruguay
and the US. We also have sourcing
operations, toll manufacturing and
sales offices in several key locations
around the world.

® New products are developed in close
partnership with customers, draw-
ing on oils and fats expertise and
knowledge of market trends. Close

AAK is organised in three business areas

Our largest business area primarily offers
solutions to the Bakery, Infant Nutrition,
Dairy and Food Service industries.

Volumes

Technical
Products & Feed

18 %

Chocolate &
Confectionery Fats

20 %

Food Ingredients

62 %

Il | AAK Report 2012

Our second largest business area offers
functional cocoa butter alternatives for
chocolate, compounds for coating and
moulding, and speciality fats for confec-
tionery fillings.

Net sales
Technical )
Products & Feed FOOdolngredlents
10 % 63 %

-‘

Chocolate &
Confectionery Fats

27 %

relations enable AAK to create lasting
solutions that meet customer needs,
expectations and high standards.

6 AAK is one of the founders of the

Roundtable on Sustainable Palm

Oil (RSPO). AAK also founded and
operates GreenPalm, which provides
an exclusive web-based platform for
the trade in certificates for sustain-

able palm oil. Through these and other
initiatives, AAK continuously contributes
to the promotion of sustainable palm oil.

& The parent company, AarhusKarlshamn

AB (publ.), is a Swedish-registered
joint-stock company. The company’s
shares are listed on NASDAQ OMX,
Stockholm, in the Mid Cap segment,
Consumer Goods sector.

Our Technical Products & Feed business
area provides Biolubricants for metalwork-
ing, forestry and construction, fatty acids
and glycerine for various applications and
proteins and fats for animal feed.

Operating profit

Technical
Products & Feed ~ Food Ingredients
8 % 63 %

-‘

Chocolate &
Confectionery Fats

29 %




AAK in the world

@ Production plants and sales offices @ Sales offices @ Customisation plants

AAK Sales by Market

Other countries

Central and .
Eastern Europe 4% Americas
1 % 36 %

Other Nordic countries

9 % .

Sweden
12 %

Western Europe
28 %

@ Sourcing operations
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2012 in brief

& Net sales increased to SEK 16,911
million (16,695) an increase by SEK 216
million due to acquisitions and a better
product mix.

& Volumes increased by 6 percent
compared to 2011 mainly due to
acquisitions and increases in semi-
speciality and speciality products.

& Operating profit adjusted for the impact
off hurricane Sandy and before acquisi-
tion related costs reached a record high
of SEK 1,003 million (918), an improve-
ment of 9 percent.

& Operating profit after the impact off
hurricane Sandy and acquisition related
costs reached SEK 975 million (911), an
improvement of 7 percent.

& The largest business area, Food

Ingredients, reported record high
operating profit at SEK 703 million
(518) an improvement by 36 percent.
Operating profit per kilo increased from
SEK 0.62 to SEK 0.75, an improvement
by 21 percent.

The business area Chocolate &
Confectionery Fats showed volume
decline by 3 percent and continued
margins under pressure due to the very
low price on cocoa butter. Operating
result declined from SEK 378 million to
SEK 316 million.

® The smallest business area,

Technical Products & Feed, operating
profit reached SEK 88 million (103)
due to challenging markets conditions.

Cash flow from operating activities
amounted to SEK 1,539 million (289),
which included a substantial improve-
ment in working capital of 589 million
(negative 613).

Earnings per share amounted to SEK
15.66 (14.72), an increase of 6 percent.

& We continue to see positive effects of
the AAK Acceleration programme
(Growth-Efficiency-People).

& Strategic acquisitions were made of the

Oasis Foods Company in the US and the

Crown-Foods A/S, Denmark. Two impor-
tant acquisitions that further strengthens
our Food Service business. The integra-
tions have proceeded according to plan.

& Successful product launches, new
customers and entry into new markets
resulted in continued profit growth driven
mainly by Bakery and Infant Nutrition
within our Food Ingredients business
area.

Operational key figures

We expanded the capacity for the pro-
duction of InFat™ which is sold through
Advanced Lipids, the joint venture
between AAK and Enzymotec. The
Karlshamn factory expansion enables
an increase of production to meet
growth expectations.

Our strong and continued commitment to
responsible growth was documented in a
new Sustainability Report with nearly all
our 2011 CSR objectives achieved. Our
enhanced resource efficiency was re-
flected in our environmental performance
where our relative consumption of CO,
emissions, water discharge and landfill
waste all went down.

The AAK site in Karlshamn, Sweden,
was awarded the Swedish Energy Prize
(E-Prize). It’s the industry’s most pres-
tigious energy prize for companies in
Sweden, which work in an innovative
and efficient way to save energy while
creating better business.

We will over the next two years, triple
our activities with women groups in rural
Burkina Faso in West Africa. AAK does
this to ensure improved supply and
quality of the strategically important shea
kernels and to improve living conditions
locally in the villages.

Melker Schérling AB (MSAB), the largest
shareholder, increased its holdings in
AAK to 35 percent.

(SEK million unless otherwise stated)

Net sales

Operating profit

Operating profit per kilo, SEK
Earnings per share, SEK

Return on net operating assets, % (RONA)

* Adjusted for acquisition costs

17,207 15,884
851 827
0.55 0.58
10.80 10.14
11.00 12.60

** Adjusted for acquisition costs and the effects of Hurricane Sandy costs

Definitions, see page 55 of this Annual Report. Annual General Meeting, see page 62 of this Annual Report.

14,808 16,695 16,911
824 918* 1,003**
0.57 0.64 0.66
14.15 14.72 15.66
13.10 13.30 13.90
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Comments by Melker Schorling,
Chairman of the Board

Strong 2012 performance

AAK has a global presence and a diversified
product portfolio of speciality and semi-spe-
ciality solutions. This combination has proven
to be strong despite a difficult economic en-
vironment. Additionally AAK has been able
to show a very strong development in the
Food Ingredients business area and an over-
all good improvement of the Group’s profit-
ability during 2012.

AAK has in 2012 also pursued growth
through two selective acquisitions that have
further strengthened AAK'’s position within the
Food Service sector and reinforced its global
presence.

Opportunities for the future
The global industrial food industry continues
to grow overall, specifically within the emerg-
ing markets and AAK continues to focus on
strengthening its position in order to take ad-
vantage of this growth going forward.
Another growth opportunity comes from
the increasing consumer concern due to the
use of saturated fats and trans fats causing
health issues. The need to bring healthier al-
ternatives without compromising on perfor-
mance gives AAK an opportunity to outgrow
its market. AAK has for a number of years
focused on product development in order
to provide customers with healthier alterna-
tives containing less amount of saturated fats
and no trans fats. AAK has therefore today
a strong product portfolio within this area to
address this need.

AAK Acceleration drives future growth
AAK Acceleration continues to align AAK’s
focus within Growth, Efficiency and People
and thereby strengthening AAK's long term
competitive advantage.

We are pleased to see that AAK Acceleration
continues to improve the company’s market
positions within Bakery, Dairy, CCF, Food
Service and Infant Nutrition. AAK continues
to differentiate itself from its competitors
through investing in market driven product
development and customer co-development
and thereby bring new specialised products
to the market. AAK will continue to maintain
and develop this strategy to increase its posi-
tion as one of the market leaders within the
speciality oils and fats market.

In addition, | am very pleased to see that
AAK has during the past two years impres-
sively decreased its production costs through
a very strong focus on productivity improve-
ments. | am however aware that these pro-
duction improvements have been challenging
to achieve.

Long term engagement

AAK is one of Melker Schorling AB’s core
holdings and in 2012, we increased our
share holding in AAK to 35 percent —a move
which reflects our commitment and belief in
the long-term prospects of the company. |
personally have great confidence in AAK, its
management and its highly competent em-
ployees around the world and on behalf of
the Board and all shareholders, | would like
to thank everyone in AAK for their dedicated
contributions to AAK during 2012. | look for-
ward to 2013 which | expect to be another
year of good progress at AAK.

Melker Schérling



Comments by Arne Frank,
CEOQO and President

Despite a challenging global economy char-
acterised by unpredictable and increasingly
competitive market conditions, we can be rel-
atively pleased with our 2012 performance.

Our interaction with key customers, im-
proved profit and strong cash flow confirm
that our business strategy is taking us in the
right direction — and that we are on track to
fulfilling our vision: to be our customers’ first
choice for value-added vegetable oil solu-
tions.

Specialities driving success

During the year, we have further consolidated
our position, as a supplier of speciality oils
and fats solutions. We have also strength-
ened our position as a supplier of customer
co-developed solutions. All this has come
together as a win-win for all our stakehold-
ers. As a result we have achieved particularly
strong results within Food Ingredients, our
largest business area, where our customised

oils and fats solutions for Infant Nutrition rep-
resent one very fast-growing segment. Food
Ingredients has also been particularly suc-
cessful within the Bakery segment.

Although general market conditions and
raw material prices, particularly for cocoa
butter, during large parts of 2011/12 have put
our Chocolate & Confectionery Fats business
area to a tough test, we are encouraged by
the results achieved given this challenging
situation. In addition to our efforts within the
business areas, our continued strong focus
and execution of efficiency improvements
has also been a valuable contributor to the
2012 result.

Speciality solutions that enable our food
customers to improve the functionality, or nu-
tritional profile of their products and often, at
the same time, reduce their costs are the key
drivers of our success. Our focus on special-
ity and semi-speciality solutions has, along
with our engaged and professional teams,

our strong and dedicated commitment to cus-
tomer co-development and customer innova-
tion, strengthened our position as a global
market leader within our field. We believe
this provide a strong foundation for continued
customer satisfaction, competitiveness, or-
ganic growth in speciality and semi-speciality
volumes and improved profit.

Food Service acquisitions

At the beginning of 2011, we launched our
AAK Acceleration programme to support our
speciality strategy. AAK Acceleration has
three priority areas: Growth, Efficiency and
People — all crucial aspects for our future de-
velopment. We believe that AAK Acceleration
is the foundation and provides the backbone
for our way forward. For our business and
for our organisation, it enables us to make
the most of our opportunities, accumulated
know-how and expertise.

Our 2012 acquisitions — Oasis Foods Com-
pany in the US and Danish Crown-Foods A/S
— are a direct outcome of the programme’s
focus on one of the identified key business
segments and selective acquisitive growth.
Operating within the Food Service sector,
these companies have broadened our semi-
speciality portfolio and brought welcome
expertise to our Food Ingredients business.
Located in New Jersey, Oasis Foods also
provides an excellent platform for business
growth in the Food Service sector in the
North American market.



Responsible growth
Whether growth is organic or acquisitive,
we make great efforts to ensure it is always
done in a sustainable way. Our responsibility
towards the local communities where we op-
erate, our customers, employees and the en-
vironment is an important part of our strategy
and integral to our efforts to achieve our busi-
ness targets. As an example, during 2012 we
signed an agreement with the leading global
beauty and personal care company L'Oréal
to develop the local trade in shea kernels
in remote villages in Burkina Faso, West Af-
rica. We are aiming to increase the volumes
and improve the quality of the raw material
(shea) sourced there and at the same time
secure improved living conditions of the local
women in Burkina Faso working in this area.
The agreement is linked to an initiative which
will triple our local activities to include more
than 30,000 women in Burkina Faso.
Simultaneously, our continuing efforts to
enhance our resource efficiency are reflected
in our improved environmental performance.
This has, amongst other things, resulted in
receiving the E-prize in Sweden.

Hurricane Sandy

On 29 October 2012, Hurricane Sandy, the
worst storm in Northeast US for more than
100 years hit the shores of New Jersey and
also hit our factory at Port Newark. The fac-
tory was severely flooded for several hours
and had to be shut down for several weeks to

be refurbished. After two months the factory
was back to almost normal conditions and
customers could be fully serviced again. We
thank all our customers who were impacted
by this for their patience with us and for their
understanding of this force majeure like situ-
ation. We also thank our very dedicated and
professional teams for their heroic efforts
to so quickly getting us back on track again
after such a severe event, in some cases
despite also very difficult personal circum-
stances.

Developing our dedicated teams

It is the people who are the very key to the
successful execution of a strategy in nearly
every company. This is very much the case
also for AAK. Our business is built upon the
skills, the know-how, the experience, the
motivation and the solution and development
capabilities of our employees. The results
achieved in 2012 demonstrate our people’s
dedication and hard work.

Having a committed, engaged and com-
petent team is very essential as we look
ahead, where still many opportunities and
challenges remain on the horizon. Over the
past year, we have continued to invest in
additional customer innovation resources to
further strengthen our customer co-develop-
ment, as well as investments to strengthen
our foothold in fast growing economies such
as China and Brazil.

To promote the future and to further develop
our organisation, we launched in 2012 our
new AAK Commercial Graduate Trainee
Program. The aim is to develop new talents
for our business. These efforts will continue
in 2013.

We also want to take the opportunity to
sincerely thank all our stakeholders; custom-
ers, shareholders, board, our teams and our
employees for the strong support you have
shown during the year.

2013

The impact on our industry from the more
difficult general economy in Europe is, as we
all know, really difficult to predict. However,
based on AAK’s customer value propositions
for health and reduced costs, our customer
product co-development and solutions ap-
proach, and the AAK Acceleration program,
we continue to remain prudently optimistic
for the future. The main drivers are expected
to be our strong Food Ingredients business
and the expected recovery in our Chocolate
& Confectionary Fats business.

ST

Arne Frank
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AAK’s vision

“The first choice for value-added vegetable oil solutions”

The vision consists of three important parts:

First choice

& The first choice for our stakeholders: customers, employees, suppliers and shareholders.

& We aspire to be our customers’ preferred choice which requires us to be competitive, have consistent quality standards, and to be an ultra
reliable supplier.

® First choice is also about time. We aim to have a fast time-to-market of new, value-added solutions.

Value-added solutions

6 We sell complete solutions, not just products.

& Our value-added solutions are based on our expert knowledge of customer needs.

6 A value-added solution is not just a final product but also a complex bundle of services, such as customisation, problem-solving, market
advice, delivery systems, technical support and whatever else is required to meet our customers’ needs.

6 We continually strive to increase our share of value-added solutions relative to bulk products sales.

Vegetable oils

¢ This is our core business.

¢ Our business is built around the world of vegetable oils.

6 We offer a wide range of products and services related to vegetable oils.

6 | AAK Report 2012



AAK Acceleration

Our strategy is to reinforce our po-
sition as global market leader within
speciality vegetable oils and through
that deliver on our objectives. The
strategy supports our vision: to be
the first choice for value-added
vegetable oil solutions.

We are now two years into our AAK
Acceleration programme, following a
thorough analysis of current and future
markets, customer insights and our
product portfolio. Based on our speci-
ality strategy, the programme has three
priority areas: Growth, Efficiency and
People. Twelve priority projects are
underway to address key opportunities
within these areas.

Seven of the projects are within
Growth, underlining the importance we
place on this area at AAK. With our in-
novative, speciality products, know-how,
service and people, the necessary re-
sources are in place to meet our growth
objectives. We continue to expand our
portfolio through investments in new
product development and technical
customer service for Bakery, Dairy,
Chocolate & Confectionery Fats, Infant
Nutrition and Food Service. While main-
taining our focus on existing markets,
we are investing in today’s rapidly de-
veloping economies, such as Brazil and
China. We believe strongly in organic
growth, achieved by working in close
partnership with our customers. We
also pursue growth through acquisitions
when we identify the right opportunities.

Our two Efficiency projects — Pur-
chasing and Productivity — are both
crucial to ensuring our continued com-
petitiveness. The Purchasing project
focuses on upgrading our approach
to purchasing globally. The aim of the
Productivity project is to strengthen pro-
ductivity through a lean manufacturing
setup and best practice technologies.

Three projects address the People
area: Sales Management & Sales Pro-
cesses, Mobilize Ourselves and Internal
Communication. The full engagement
and commitment of all our global em-
ployees are fundamental to implement-
ing AAK Acceleration and achieving our
business objectives.

Growth

. Bakery

Dairy

Chocolate & Confectionery Fats
Infant Nutrition

Food Service

Merger & Acquisition
Fast-growing Economies

¢ China

¢ Brazil

NoOrwN S

Efficiency

8. Purchasing
9. Productivity

People
10.Sales Management

& Sales Processes
11.Mobilize Ourselves
12.Internal Communication
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The business model
— speciality vegetable oils and fats

Rapeseed Palm Olive

AAK’s core business is speciality vegeta-
ble oils that meet the needs of the food,
confectionery and cosmetics industries.
Sourcing renewable raw materials from
around the globe, we manufacture our
broad product portfolio at 12 production
plants in Europe and the Americas.

Our products are of both nutritional and func-
tional value, outstanding for their structure,
melting and crystallisation behaviour, rheo-
logical properties, flavour release and skin
penetration. Product development is often
carried out in close cooperation with cus-
tomers, suppliers, research organisations or
other external partners to ensure a strong
fit with market and customer demands and
to take advantage of the latest technologies.

Supporting our strong focus on customisa-
tion, we operate a highly flexible production
process. This enables us to respond to spe-
cific customer needs for functionality, health
profile, taste, processing, logistics, labelling
and legal requirements. In each case, our

8 | AAK Report 2012

Soya beans Sunflower

technical and commercial experts identify the
optimum solution to a specific need.

Natural raw materials

Our raw materials are obtained from rape-
seed, palm kernel, soya beans, shea kernels,
sunflower seed, olives and many other sourc-
es. Drawing on our extensive knowledge and
more than a century of experience, we exploit
the properties of vegetable oils to add value
to customers within our target industries.

We source our raw materials from all over
the world:

& Rapeseed from Northern and Central
Europe

Palm kernels from Asia

Palm oil from Asia and Latin America
Olive oil from Southern Europe

Soya beans from the US and South
America

Sunflower seed from Eastern Europe
and Mexico

[ 2N 2N 2N 2

[ 2

Shea kernels Corn

Coconut

& Shea from West Africa

¢ Corn primarily from America and
Eastern and Southern Europe

& Coconut from Malaysia and the
Philippines

World-wide production 2012*

Palm oil

Soya oil
Rapeseed oil
Sunflower oil
Palm kernel oil
Peanut oil

Olive oil

Coconut oil

I ]
0 10 20 30 40 50 60

Tonnes (million)

* Preliminary figures.

Source: OIL WORLD Statistics Update Dec. 14, 2012



What is fat and why do we need it?

Fat is essential to life. The many types are divided into four
main groups:

)

Saturated fat is found in animal products such as butter, cream,
milk, meat and vegetable oils from tropical plants, such as co-
conut oil and palm oil. Saturated fats are characterised by their
ability to remain solid at room temperature.

Monounsaturated fat is found in almonds, olive oil, rapeseed oil
and other vegetable oils. Monounsaturated fat is suitable for cook-
ing, being more heat stable than polyunsaturated fat.
Polyunsaturated fat is found in shellfish, oily fish such as salmon,
mackerel, herring and sardines, and vegetable oils. Omega-3 and
Omega-6 are examples of polyunsaturated fats.

Trans fats are a particular form of unsaturated fats. They occur
naturally in milk and fat from ruminants, but are also formed when
vegetable fat is hardened (hydrogenated).

Fat is part of all the cells in the body. Our bodies need it to
produce hormones and other important substances.

)

Vitamins A, D, E and K are fat-soluble. That means the
body’s ability to absorb these vitamins is dependent on
the presence of fat.

One-third of our daily energy requirements must be
met by calories from fat. For adults, this means a daily
fat intake of 60—90 grammes, each gramme containing
nine calories. Carbohydrates and proteins contain four
calories per gramme.

Saturated fats and trans fats are believed to increase
the level of “bad” LDL cholesterol in the blood, while
unsaturated fats have a positive effect on blood choles-
terol.

Health trends

Developing fats with special properties in-
volves continuous work to bring to market
products with characteristic functionalities
such as healthier composition or other spe-
cific functionalities. As our customers strive
to respond to the fast-changing demands
of their markets, it has become increas-
ingly necessary for us to meet their needs
by developing customised, highly functional
products.

Many customer demands are inspired by
health trends. Over the years, our expertise
has enabled us to maintain high fat function-
ality while eliminating trans fats, believed to
increase the risk of cardiovascular disease.

Similarly, many of the products in our range
are now processed without a hydrogenation
step, which has become widely associated
with trans fat, and are either low or very low
in saturated fats. In many countries, health
authorities actively encourage consumers to
reduce their consumption of saturated and
trans fat.

Corporate Social responsibility

Over the years, we have endeavoured to in-
tegrate corporate social responsibility in all
our activities, from the sourcing of raw ma-
terials, through processing, to the delivery
of final products at our customers’ plants.
Our proactive approach is reflected in our

commitment to the UN Global Compact and
our founding membership of the Roundtable
on Sustainable Palm QOil (RSPO). In 2007,
we formed a subsidiary to enable trade in
GreenPalm certificates, entering an exclu-
sive contract with the RSPO for the purpose.
Through these efforts, we aim not only to
maintain our own socially responsible pro-
file, but also to promote sustainability and
responsibility right through the vegetable oil
supply chain. Our initiatives to improve the
quality of life for the West African women who
gather the wild-growing shea kernels — one
of our key raw materials — have also been
widely recognized.
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Business Area
— Food Ingredients

Food Ingredients

Net sales 8,667
Operating profit 454

Operating profit per
kilo, SEK 0.53

Volumes,
thousand tonnes 861

Operating profit
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The largest AAK business area, Food
Ingredients recorded another success-
ful year in 2012 with strong growth in all
major segments and record high operating
profit. Through our market-responsive
and health-oriented solutions, we con-
tinue to demonstrate our ability to meet
customer needs.

Innovative solutions, continued customer
co-development, consistent quality and high
service levels have consolidated our position
as the first choice for vegetable oil solu-
tions across a wide global customer base.
Particularly our fast responsiveness to the
changing requirements of the food industry
has enhanced our customer relationships
and our competitive edge. Market change is
the driver for creating renewed value-added
solutions for our customers. Continued use
of such change is an important means for us
to generate future growth.

Health trends in the food industry

The trend towards healthy food continues to
dominate developments in the food process-
ing industry.

The physical characteristics and compo-
sition of rapeseed oil, which is both high in
omega-3 and has the lowest saturated fatty
acid content of any oil, are excellent for creat-
ing healthier, functional oil soulutions. With
rapeseed being one of our most important
raw materials, we remain the main buyer of
the Swedish rapeseed harvest.

The demand for reduced saturated fat
levels continues to drive the development
of products with more added value. Growing
recognition of high oleic rapeseed oil as a

source of unsaturated vegetable oil brings
wider opportunities to develop customised
solutions. Due to their own competitive en-
vironments, our customers have to respond
quickly to requests for healthier alternatives.
Our ability to select the right components
from a vast range of vegetable oils and fats
means we are able to create efficient solu-
tions that satisfy most new demands.

Infant Nutrition

Infant nutrition remains our fastest-growing
market segment within Food Ingredients.
High demand for customised blends of spe-
ciality oils and fats for premature and first-
stage formulas has enabled us to extend
our share of this fast growing market dra-
matically. In particular, sales of InFat™ have
grown rapidly in Europe and the Far East.
This structured lipid component for infant for-
mulas is sold through Advanced Lipids, the
joint venture between AAK and Enzymotec.
Our proven record of being a trustworthy reli-
able supplier in the Infant Nutrition segment
will enable us to grow further in a strong way.

A competitive market
We operate in a fiercely competitive market
alongside several major competitors, some
of which are more active in bulk simple com-
modity oil supply and others in the speciality
product segments. In Europe, more than 120
local refineries also make a real impact.

In segments that require specialised capa-
bilities and knowledge, however, we benefit
greatly from our cutting-edge position within

product development and technical know-
how, particularly in respect of dairy fat alter-
natives, oils and fats for the bakery industry,
and speciality fats for infant formulas. The
AAK Acceleration programme has given us a
clearer focus on our sales and market devel-
opment activities, enabling us to exploit our
strengths and increase our competitiveness.

Customised solutions

We have customised products in nearly all
categories. The majority, however, are to be
found among our specialities for the Bakery,
Dairy, Infant Nutrition and Food Service in-
dustries. Our aim is to offer customers prod-
ucts with greater added value and, through
that, increase the proportion of speciality
product sales.

New products

The extension of our Dairy, Bakery and Food
Service product ranges has strenghtened our
unmatched performance in all these food
segments. Providing solutions with minimum
saturated fats at no expense to physical char-
acteristics, we have gained an excellent plat-
form for improving the health profile of many
customer products.

New additions as non-hydrogenated, non-
trans and increased levels of low saturated
fats have supported our business in a sig-
nificant way. These are all clear examples
of how new product development in close
collaboration with customers can create clear
value-added solutions.

AAK Report 2012 | 11



Regional markets

Europe

With factories in Sweden, the UK, the Neth-
erlands and Denmark, AAK is a leader in
the Nordic region and the UK. For speciality
products, we are one of the strongest players
in Western Europe.

The Central and Eastern European mar-
kets are still dominated by intense compe-
tition and the effects of the global financial
crisis. Despite these tough market conditions,
we have maintained our strong position.

In the UK, we have adapted our local strat-
egy to the global AAK strategy. Our principal
operation is at our plant in Hull, while AAK
Food Service operates out of Runcorn. AAK
strengthened its position in Food Service by
acquiring the Danish company Crown-Foods
A/S. Crown-Foods is a Scandinavian mar-
ket leader producing sauces and dressings
for Scandinavian Food Service customers,
which strengthens our ability to supply a
broader portfolio of Food Service products.

Mexico

AAK Mexico has gained a strong and solid
momentum in most of its business areas dur-
ing the year. Our non-stop evolution towards
high-value solutions that meet today’s health
trends has progressively enhanced our posi-
tion as a reliable, high quality supplier.

In responding to the continuous, fast
changes in Mexican food industry demands,
we have become a company that thinks
ahead. Consequently, our forward-looking
investments have supported our leading po-
sition in product innovation and as a value-
added solutions provider.
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Today, AAK Mexico not only works to meet
customer expectations fast and efficiently.
We also aim to stay one step ahead of them,
just as we have done in the past by pioneer-
ing solutions with zero trans fatty acids and
low saturated fat solutions.

In a frame of high level quality and ser-
vice, AAK Mexico will continue to look upon
the future from a perspective of innovation
supported by a wide range of solutions in
our portfolio.

USA

2012 marked a milestone year for AAK US.
At the Port Newark site in New Jersey the
volume and sales continued to develop very
nicely. Our site in Louisville, Kentucky also
received numerous supplier awards and, for
the first time, British Retail Consortium (BRC)
certification. BRC is one of the food safety
auditing schemes certified by the Global
Food Safety Initiative.

The acquisition of Oasis Foods Company,
based in Hillside, New Jersey, broadened our
portfolio within the Food Service category,
adding to our geographic strength for the
second year in a row.

AAK US continues to offer value-added,
speciality solutions, outstanding customer
service and excellence in innovation and
production. Our R&D team continues to meet
the demands for outstanding high performing
products, while our production team contin-
ues to achieve excellence delivering the solu-
tion to the customer.



Chocolate & Confectionery Fats

(SEK million) 2010 2011 2012
Net sales 4,474 4,954 4,583
Operating profit 341 378 316
Operating profit per

kilo, SEK 1.14 1.18 1.02
Volumes,

thousand tonnes 298 320 309

Operating profit

(SEK million)
400

300

200

100

2010 201 2012

Operating profit per kilo

(SEK)
1.50

1.20

0.90

0.60

0.30

0.00
2010 2011 2012

Volumes

(Thousand tonnes)
350

300
250
200
150
100

50

2010 2011 2012

AAK Report 2012 | 13



Speciality products for chocolate and confectionery

Chocolate & Confectionery Fats continues to follow the AAK Acceleration strategy where one of the priority projects is to achieve organic
growth within the business area. Our vision is to be the world leading supplier of value-creating speciality fat solutions to the leaders
in the confectionery industry and we focus on increasing our global presence. In 2012 market conditions were challenging with strong

pressure on both volume and prices.

Solutions for the chocolate industry
Based on the market and customer needs,
we offer a wide product portfolio. Many of
our new product launches are developed and
customised in close cooperation with our cus-
tomers. Our solutions for the confectionery
industry cover a wide range of product ap-
plications, including chocolate fats and com-
pound fats for coating and moulding, filling
fats, barrier fats and spreads.

Recognising the regional variations in the
functionalities our customers seek, we strive
to adapt our solutions to create the greatest
possible benefit for our customers’ business
and to the end users’ chocolate experience.
The typical functionalities we offer influence
the taste, appearance and texture of the final
confectionery product.

As AAK has a strong market focus, we de-
liver innovative solutions that reflect market
trends and anticipate customer requirements.
Our wide product range is the result of tar-
geted development work carried out in our
laboratories, where we work with customers
and suppliers. AAK offers technical service
to our customers to optimise their use of our
solutions in their factories. We often organise
academies for our customers to inspire them
about newly developed applications and con-
cept proposals for use in their products.

Our innovative projects to develop health-
ier versions of our products have proven to
be successful so we are able to offer pro-
ducts that both comply with high food safety
standards and are free of trans fats and low
in saturated fats. Today, most of our products
are completely without trans fats.

Global growth

We are focusing on maintaining and devel-
oping our good and strong relations with our
existing customers and on developing new
contacts in emerging markets. This dual
focus creates a well-balanced growth.

AAK is a strong, long-term business part-
ner, working in close partnership with global
accounts and regional leaders within the con-
fectionery industry. As we continue to expand
our worldwide organisation, we supply our
customers from our production plants all over
the world.

We also focus on major emerging choco-
late markets where growth is driven by the
rising income of a growing middle class, in-
creasing urbanisation and a higher level of
health awareness. Here, new innovations
characterise changes in the food industry,
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such as the increasing convergence of the
chocolate confectionery and bakery seg-
ments and the snacking trend. This adds
changes and complexity within product in-
novation and production which fits very well
with the AAK business model for customer
co-development.

A product for every customer’s taste
and need

Our products and value-creating solutions of-
fer our customers the opportunity to different-
iate their confectionery products to make
them preferred by consumers. We offer a
customised product range under the follow-
ing brands:

6 ILLEXAO™ — Cocoa Butter Equivalents
or Improvers (CBE/CBI) for chocolate
cost reductions or chocolate with added
or improved functionality

6 AKOPOL™ — Cocoa Butter Replacers
(CBR) for compounds with cocoa toler-
ance

6 CEBES™/ SILKO™ — Cocoa Butter
Substitutes (CBS) for compounds with
fast meltdown and fast crystallisation

6 CHOCOFILL™/ DELIAIR™ — Filling Fats
for customised fillings in line with cus-
tomer needs

A typical chocolate filling contains 30 percent
filling fat, which plays a key role in securing a
good chocolate experience in terms of stabil-
ity, melting properties, texture, flavour release
and health profile. Additional benefits of our
product range include improved mouthfeel
and prolonged bloom stability for a longer
shelf life. Efficient barrier fats allow the inclu-
sion of, for example, nuts in a filling.

Raw materials

Every stage of our value chain requires spe-
cialist expertise — from purchasing of raw
materials to marketing and sales. When
purchasing our raw materials, we maintain
a high level of quality control to ensure food
safety, but also a high focus on initiatives to
ensure Corporate Social Responsibility.

Shea — a highly important raw material
from West Africa

For decades, the shea kernel has been an
important source of nutrition and income in
the rural parts of West Africa. We have been
involved ever since the first kernels were ex-
ported in the 1950’s and are today, the big-
gest consumer of shea kernels outside Africa.
Over the past few years, we have success-
fully shortened the supply chain to include
only those participants that actually add
value. This amongst others means we now
also obtain direct supplies from thousands
of rural women in Burkina Faso and Ghana.

The fluctuating cocoa market

We have witnessed a high volatility within the
cocoa butter and cocoa powder market dur-
ing 2012. Cocoa butter has now more than
doubled in price since the lows in the first half
of 2012 and is now back to historically seen
more normal levels. For further information
regarding cocoa and cocoa butter, please
refer to information at www.icco.org.



Functional ingredients for beauty and personal care

AAK develops and sells functional lipids for use in skin care, hair care, colour cosmetics and various personal care products. Our Lipex®

range is appreciated for its moisturising and softening ability and positive effect on skin health.

Having worked with lipids for the cosmetic
industry for the past 30 years, today we rank
among the world’s leading specialists in the
area. All our ingredients are based on veg-
etable oils, distinct from alternative, synthetic,
animal or mineral oil-based raw materials.

Our global market

The beauty and personal care industry is in-
ternational. The ten largest companies hold
50 percent of the global market, and typically
increase their market share each year, often
through acquisitions of regional brands. Con-
sequently, we sell Lipex® all over the world.

Changing market trends
A growing number of consumers make daily
use of beauty and personal care products.
Main drivers of this trend are economic de-
velopment in Asia and South America, and
the rising interest in skin care and grooming
products for men.

Today, the industry has coupled its tra-
ditional focus on innovation and novel-
ties with an increased emphasis on safety,

naturalness and sustainability — a trend that
supports the use of safe, sustainable and
functional ingredients based on natural raw
materials. At AAK, we expect to see sustain-
able vegetable oil solutions increasingly re-
place synthetic and mineral-based solutions.

Sustainable ingredients

from natural raw materials

The Lipex® product line is made from natural,
renewable raw materials. Shea butter, with
its beneficial properties, is the most sought-
after, vegetable-based raw material in the
cosmetic industry. Shea is widely recognised
for its skin softening and moisture-retaining
properties while its anti-inflammatory function
contributes valuable skin healing and pro-
tecting effects.

Other Lipex® products are produced from
mango, illipe, cocoa, rapeseed and more.
Rapeseed grown in Sweden contains high
levels of valuable bioactive lipids — excellent
for sensitive skin products, sun care and
baby care.

Product development brings true
customer value

Our product range is under constant develop-
ment in close consultation with our custom-
ers. Drawing on the technical and commer-
cial insights our customers provide, we are
able to shape a well-considered response to
market trends.

Much of our product development focuses
on developing products with specific func-
tions and active substances. The aim is to
create new ingredients that combine basic
functions, such as moisturising or softening
properties, with more advanced functions,
such as protection against UV rays and en-
vironmental contaminants.

At AAK, we enhance the power of nature,
with the objective of creating new, attractive
ingredients that open new opportunities for
our customers.
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Technical Products & Feed

(SEK million) 2010 2011 2012
Net sales 1,667 1,665 1,599
Operating profit 118 103 88
Operating profit per

kilo, SEK 0.42 0.37 0.33
Volumes,

thousand tonnes 282 275 265
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Our Technical Products & Feed business area is an excellent example of the role that vegetable oils play with respect to the environment
and health. Within forestry, for example, our biodegradable lubricating products for logging machinery minimise the discharge of pollut-
ants. Candles are another example. Made from renewable fatty acids rather than paraffin, their carbon dioxide emissions are significantly
lower. Within farming, dairy cattle, can benefit from vegetable-based feed that has excellent nutritional properties and is guaranteed
salmonella-free. With the exception of our Binol range, technical and feed products are made from the residual fractions that remain after
food oil production. The market is primarily in Northern Europe.

Industrial applications

We produce fatty acids and glycerol by split-
ting the fat molecule and refining the out-
come into high purity products.

Our Tefac fatty acids in the form of fatty
esters and amines go into a broad range of
industrial oleochemical applications. Other
important application areas include paper
chemicals, soap, surfactants, rubber and
plastics. Consumers also gain direct benefit
when they buy stearine candles which, based
entirely on fatty acid, are a sustainable alter-
native to paraffin wax.

Glycerol is used in a diversity of products,
for instance cosmetics, explosives, paint,
concrete and anti-freeze applications.

At present, the market for fatty acids and
glycerol is undergoing a major consolidation
process, which will inevitably lead to fewer,
larger players. AAK is the leading supplier to
the Nordic market, where most of the pro-
ducts are sold. Other important markets are
Germany, Poland and Russia.

Technical oils — biolubricants

Our Binol and BioSafe technical oils cover
processing fluids and lubricating oils for the
metalworking industry, along with hydraulic
and chainsaw oils for the forestry and con-
tracting industries.

Within the metal-working industry the
replacement of mineral oil with renewable
Binol products generates a significantly bet-
ter working environment, in addition to im-
proved lubrication performance and reduced
overall cost. Increasing environmental aware-
ness has a positive impact on sales.

Although the total market for lubricants
is shrinking, our bio-alternatives to mineral-
based products are gaining market share.
Most Binol and BioSafe products are sold to
end-users in the Nordic market. In other mar-
kets, we collaborate with various partners,
who sell the products under their own brand.

Feed

For animal feed, our primary products are
bypass protein and fats. When rapeseeds
are pressed and the oil extracted, the re-

maining rapeseed meal is processed in our
Karlshamn plant. The result is our protein-
rich ExPro brand, which improves the effec-
tiveness of feed protein and increases milk
yield from dairy cattle. Our solid bypass fats
and liquid feed fats are also used as ingre-
dients in feed for cattle and, to some extent,
pigs and poultry.

As the name suggests, bypass protein and
bypass fats are not digested in the rumen of
dairy cattle. Instead they bypass the rumen
and are absorbed as amino acids and fatty
acids in the small intestine. High-yield dairy
cattle require both in order to attain optimum
milk production.

Some 98 percent of our feed products are
sold in the Nordic region, where AAK is the
market leader for bypass protein and bypass
fats. Despite the continuing steady decline in
the number of dairy farms in the region, the
market for feed raw materials has changed
very little in recent years, due to the con-
solidation of the dairy farming industry and
increased yield per cow.
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Risks

AAK’s operations are constantly exposed to risks, threats and external factors with an impact on the company. Through a proactive ap-
proach to business intelligence, the company aims to anticipate changes in factors affecting operations. Plans and policies are adjusted
continuously to counteract potential negative effects. Active risk management, such as hedging raw material prices and currencies,

reduces the risks the company faces.

Raw materials

Harvests are weather-dependent. While a
year of poor harvests drives up prices, a year
of successful harvests reduces them. Most
of our raw materials are traded on the inter-
national world market, where they are pur-
chased in foreign currencies. This exposes
us to significant currency and raw material
price exposure.

Our strategy of active risk management
means that, as soon as a sales contract is
signed, we hedge the equivalent currency
and raw material price exposure. This safe-
guards margins against price risks on agreed
sales contracts.

Since many raw materials are produced a
considerable distance from our production
plants and markets, transport costs are an
important factor. Particularly the potential im-
pact on margins of the growing demand for
environmentally-acceptable transport meth-
ods. Competition in commodities is fierce.

The processing industry

AAK is part of the processing industry. How-
ever, the company is not only driven by
volumes. Improvements in results are also
achieved through increasing sales of speci-
ality products with higher margins relative to
lower-margin bulk products.

Capacity expansion aimed at increas-
ing total volumes in order to meet growing
demand has a relatively long planning ho-
rizon. AAK must analyse potential growth in
good time. In the meantime, it is possible to
balance production among our 12 plants to
enable processing of specific products closer
to their markets and accommodate swings
in supply and demand. Key speciality prod-
ucts are produced at dedicated plants, where
problems with machinery can have a major
impact. AAK has insurance cover for loss of
margins and other consequences of business
interruptions.

Political instability

Operating globally always carries risks, but it
can also be a stabilising factor. Although AAK
largely operates in mature markets in the
US and Europe, much of company growth is
generated in developing markets, which are
vulnerable to political instability that can im-
pact currencies and exchange rates. We also
operate in Eastern Europe and Asia, where
instability may arise. As a well-established
operator in these areas, we have extensive
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experience of handling such issues. In addi-
tion, we operate with a deliberate risk man-
agement strategy.

Global operations involve a number of
other risks, including:

& Trade barriers

¢ Inflation

6 Changes in national or regional
legislation, e.g. the introduction of
protective tariffs and taxes, which
prevent AAK from operating in a
free market

6 Environmental and health-related
legislation

Changes in the competitive situation
The sector in which AAK operates is under-
going structural change. As a sector that
has existed for just over a century and has
a fundamental dependence on natural prod-
ucts, there is great pressure for more inten-
sive development. This includes demands
for sustainable, ethical production, where
producers accept responsibility for social is-
sues and the environmental impact of their
operations. AAK operates on the basis of
an organic growth and selective acquisition
strategy. A strong balance sheet has laid the
financial foundations for future acquisitions.

There is tough competition in the indus-
try. Several global competitors deliver large
volumes of bulk products with limited mar-
gins. Our response is to focus more on prod-
ucts with better margins and greater added
value. These include confectionery products
and cosmetics, as well as value-added ingre-
dients for the bakery, dairy and infant nutri-
tion industries.

The health debate
There is an ongoing debate on healthy al-
ternative foods. The trans fat debate, for ex-
ample, has been quite heated on occasion,
resulting in a greater use of raw materials
such as palm oil. Palm oil is a significant raw
material for us at AAK, with a broad applica-
tion area — from chocolate to foods and cos-
metics. A great alternative to hardened fat, it
is semi-solid at room temperature, making it
an attractive choice in the production of many
foods. By using palm oil, trans fats can be
eliminated from many food products.

We have the ability to adapt our product
range quickly to the latest trends in the health
debate. This is largely due to the fact that

we work with all types of vegetable oils and
can reformulate our products fairly easily to
meet customer needs. We focus strongly on
product co-development with our customers.
This limits the risks involved in commercial-
ising new products.

Regulatory measures also pose a risk. Ac-
tive involvement in CSR-related issues is,
therefore, becoming increasingly important
to forestall legislation on issues that are a
natural development of human requirements.

High level of competence

Business operations are affected by raw ma-
terial prices, transport costs, energy prices,
interest rates and exchange rates. Our man-
agers and their staff are experienced in react-
ing quickly to changes in external factors and
adapting operations, products and services
to customer needs.






Employees

us

104 employees, Port Newa
166 employees, Louisville
144 employees, Hillside

385 employees, Morelia

i

Uruguay

25 employees, Montevid

Our people are key to our success
With employees in more than 25 countries on
five continents, AAK is a truly global opera-
tion. Today we have 12 production sites in
seven countries and a global procurement
and sales organisation. Organic growth and
acquisitions are expanding that global pres-
ence. In 2012, we were pleased to welcome
160 new colleagues from Oasis Foods Com-
pany (US) and 20 from Crown-Foods (Den-
mark) to the AAK family.

AAK had an average 2,211 employees in
2012, the maijority (75 percent) were em-
ployed on permanent contracts. The remain-
ing were temporary employees, apprentices,
agency staff and at-will employees. During
the year, the number of employees increased
slightly, mainly due to acquisitions. With the
closure of our site in Oldham (UK) and con-
tinuous restructuring of other European sites,
we also had to say farewell to a number of
employees. We thank each and every one
of them for their dedicated efforts for AAK
and wish them the best of luck in their future
endeavours.

Safety comes first

To ensure a safe workplace and a strong
safety culture throughout AAK, the safety or-
ganisations have been further strengthened
with a stronger focus on eliminating potential
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United Kingdom
343 employees, Hull

Sweden

472 employees, Karlshamn
68" employees, Dalby

Denmark

2568 employees, Aarhus
22 employees, Markav

The Netherlands
77 employees, Zaandijk

risks. We conduct continuous safety checks,
including ‘near incident’ investigations, and
have working environment and safety man-
agement systems at all our production sites.
These include extensive safety awareness
training, target adoption, risk identification
and continuous result follow-up. The man-
agement systems provide a framework for
the identification and active elimination of
health and safety risks, compliance with
health and safety targets and an optimised
approach to safety issues. Our health and
safety efforts follow national legislation, inter-
national regulations, comparisons with indus-
try standards and our own AAK requirements.

Performance reviews and training
Aligning all our efforts is key to reaching the
AAK growth objectives. To ensure objectives
are aligned throughout the organisation, a
new global Performance and Development
Plan (PDP) has been introduced. As part of
the PDP, all employees discuss last year’s
performance and objectives with their man-
ager. New performance objectives are then
set along with a plan for personal develop-
ment.

To ensure that all employees are properly
qualified for their job, extensive training takes
place, either locally or as part of our global
training programme.

In 2012, special attention was given to
training our commercial organisation. This
included running a global sales training pro-
gramme along with a number of technical
training courses — all aimed at helping our
team improve their ability to identify customer
opportunities and create more value for our
customers.

The first trainees were also enrolled on our
new 12-month Commercial Graduate Trainee
Programme. During the programme, they will
gain a deep insight into both the operational
and commercial value chain as well as re-
ceive formal training.

Communication drives execution
Strong dedication to internal communication
is vital to ensure engaged and committed
employees who understand both the com-
pany objectives and the link with their own
personal objectives. Town hall meetings, arti-
cles on our global intranet, monthly manage-
ment conference calls and communication
packages are used to ensure that all AAK
employees are well informed and understand
how they can make the best contribution.
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Corporate Social Responsibility

At AAK, we are keenly aware of our responsibility to source, handle, produce and deliver our products in the most efficient and sustain-
able manner as we strive to meet our strategic objectives.

Through our close relations with stakeholders, be they customers, investors, employees, suppliers or the local communities where we
operate, we are committed to integrating sustainability in all our activities through a balanced and holistic approach. The ten principles of

the UN Global Compact are the foundation of all our sustainability work.

We believe in anchoring our CSR efforts in
the organisation and applying a sustainabil-
ity mindset in our everyday working life. To
this end, we have set up a CSR organisation
responsible for CSR-related initiatives, pro-
gress, communication and reporting.

Since the global CSR organisation was
established in early 2007, the principal ob-
jective has been to ensure diversity in the
local teams that are central to our CSR work.
The teams cover competences within human
resources, health, safety & environment, fi-
nance, sourcing, operations and sales.

At our 12 production sites, the teams con-
sist of five to ten people led by a CSR team
leader. The teams at our sourcing operations
in West Africa have a different setup and may
draw on competences from the major sites.

CSR organisation

Marketplace

One of our most important challenges is to
support our customers in achieving their CSR
objectives. Safeguarding our customers’
brands is a fundamental requirement, and,
to remain their first choice, we must partner
with customers to help them reach their ob-
jectives. Our long, close customer relation-
ships help us deliver in this respect.

Our customers must be able to rely on AAK
as a safe, ethically sound supplier. To ensure
transparency in everything we do, eight of
our production sites are now members of
Sedex (Supplier Ethical Data Exchange). All
of them have completed ethical audits, the
audit reports being obtainable via the Sedex
platform. This allows our customers to look
over our shoulder and assess our ethical
performance.

Management CEO and Executive Committee
Global CSR Manager
CSR team CSR team CSR team CSR team CSR team
Aarhu Montevide Morelia Zaandijk USA
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Our Code of Conduct, which applies to all
AAK staff, regulates our interactions with
customers and suppliers. The Code is
based on the same standards as the sup-
plier codes that our customers expect us to
follow, including ILO conventions, human
rights, OECD guidelines and the UN Global
Compact. Now fully implemented among our
employees, the AAK Code of Conduct is our
guarantee to customers that we act respon-
sibly, right across our organisation.

Supply chain

Two of the sustainability issues high on our
agenda relate to the sourcing of oils from
tropical climates, in particular shea and palm
oil. One example of where we make a real
difference is through our strong local pre-
sence in rural West Africa, where we source
shea. Here, our invaluable knowledge of and
close links with suppliers — the women of the
villages — have enabled us to create oppor-
tunities to enhance their living and working
conditions. A two-year project has been initi-
ated that will increase the number of women
with whom we trade directly from the present
10,000 to 30,000.

Another major initiative is the Roundtable
on Sustainable Palm Oil, of which AAK is a
founder member and Executive Board mem-
ber. Our involvement in the leadership of this
multi-national, multi-stakeholder organisation
is helping to move the palm industry towards
the production of sustainable palm oil.

The shift from conventional palm oil to
certified sustainable palm oil is a challenge.
We meet this with a deep understanding of
the supply and demand chains. Our aim is
to unite both by continuing to drive sustain-
ability in the supply chain and encouraging
the uptake of certified sustainable palm oil
by customers.

Rapeseed is another important raw ma-
terial. In view of the ongoing health trend,
rapeseed oil holds potential as the vegeta-
ble oil with the lowest content of saturated
fatty acids and a relatively high content of
essential fatty acids, such as omega-3 and
omega-6. Most of the rapeseed we process
is sourced in Sweden, where it is processed
at our Karlshamn plant.

Two years ago we started rolling out the
AAK Supplier Code of Conduct to all our di-
rect raw material suppliers. More than 95 per-
cent of suppliers have implemented the code.

Environment

At AAK, we are very much aware of the
footprint our production plants leave on the
environment. An important challenge is to
prepare for and adapt to international and
national climate change mitigation initiatives.
This is why we constantly strive to reduce our
consumption of energy and water and reduce

Responsible Growth
AAK Sustainability Report 2011/2012

“We execute our AAK
Acceleration program
with a strong focus on
sustainable raw materi-
als, resource efficiency
and employee safety,
to the benefit of all our
stakeholders.”

Fredrik Nilsson

Director Group Controlling &
Investor Relations.



waste and emissions. In addition, we imple-
ment environmental projects and identify best
practices by benchmarking our production
plants against each other and other players
in the industry. Our ongoing aim is to become
more environmentally friendly tomorrow than
we are today.

Rising energy costs and the link between
energy consumption and impact on the cli-
mate have sparked an increasing focus on
energy issues. Due to our relatively high
energy consumption, efforts to increase en-
ergy efficiency and, where possible, move
towards renewable energy sources are
important. Despite our strategy to produce
more refined products, we have successfully
reduced energy and water consumption and
CO, emissions per unit produced.

During the last decade, the solid waste
handling industry has increased dramatically,
specialising in the recovery of material value
by reuse, recovery of recyclable materials,
and establishment of waste-to-energy facili-
ties. This has created more possibilities to
dispose of our waste material responsibly
and more cheaply by implementing wide-
spread waste sorting systems. Particularly
we have focused on transferring waste from
landfill to more environmentally friendly re-
use, recycle or recovery. Our objective for
2015 is that 98.5 percent of waste should
go to reuse, recycle or recovery. We have
already exceeded 98 percent.

Corporate Social

AAK will integrate social and environmental concs

assessment and sphere of influence,

Human rights
We support and respect the protection of internati

Freedom of association

Forced labour
We do not accept any form of forced fabour such

Child labour and young workers

(14 years in some developing countries),

Where national law permits it children betwoen th
accidents and damage to their health
Discrimination

We wil not engage in or support any form of discris

Working hours
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AAK Group Policy:
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ipervise within our sphere of influence that we are not complict 11 human rights abuse.

We respect the freedom of association and the right to collective bargaining,
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uman trafficking or retention of important personal documente of employees.

We cannot accept the employment of children The minimum age of employment shall not be
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less than the completion of schooling se‘n less than 15 year:
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9 werkers below the age of 18 special precautions are taken to protect them against
E
MPloyment related decisions shall be based on relevant an! objective criteria,

We
comply with all applicable local and national standards on working hours and overt
ertime.

Workplace

While our Code of Conduct guides our eve-
ryday activities, Performance and Develop-
ment Plans are fundamental to our working
life. Each employee has at least one annual
meeting with his or her manager to discuss
performance and development. The objective
is that both parties gain a clear picture of
what to focus on and what to work towards.
In addition, AAK offers relevant training to
allow employees to develop in their job func-
tion.

One of the key internal communication
channels is the AAK Intranet. Although this is
available to every AAK employee, in practice,
not everybody uses a computer on a daily
basis. This is why we also share information
via bulletin boards, electronic boards, infor-
mation leaflets and regular “town hall meet-
ings” for all staff. The most efficient means
of communication varies according to local
tradition and culture, which is why the lo-
cal management teams are responsible for
timely internal communication, shared in the
right way.

Safety in the workplace is another top pri-
ority. We are committed to ensuring our em-
ployees stay safe and healthy when carrying
out their daily tasks. Our production plants
work continuously to improve lost time inju-
ries, defined as the number of injuries involv-
ing the loss of one or more days/shifts.

| Respcnsibility

Remuneration

oS into our business operations and in our

Notification

tionally proclaimed human ri hts
ights and constantly Working environment
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as bonded labour, prison labour, slavery, herassment, abuse or {hreats.

Environment
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AarhusKarishamn AB (publ.)
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[
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Arne Frank, President and
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We strive to minimi:
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Our busing
1955es should work against corruption in all it forms, including extortion and briber
.

Safety is also about maintaining health.
We are present in many countries with very
different cultures, varying levels of health
awareness, and diverse health initiatives
provided by local or national authorities. For
these reasons, we build our activities on lo-
cal decision-making based on needs assess-

ment.

Community

Our many community-related activities bring
us into contact with neighbours, authorities,
educational and cultural institutions and
sports clubs. We also work with and spon-
sor projects that support children, youth and
minority groups. In line with our Code of Con-
duct, AAK sites are involved in community,
environmental and health-related activities
at local level.

AAK is naturally a member of national and
international organisations that safeguard
the interests of the vegetable oils and fats
industry. Through these organisations, we
aim to influence the legislation that governs
our activities.

We value ongoing input from and dialogue
with our stakeholders in respect of our CSR
approach, including their assessment of our
efforts. Through this dialogue, we can ensure
that AAK continues to be their first choice.

Overall, our community involvement helps
give us the “social licence to operate” that is
essential to us as a company and as a player
in local business life.

AAK







Board of Directors

Melker Schoérling

Chairman of the Board of Directors.
Elected in: 2005 (Karlshamns AB 2001).
Born: 1947.

Nationality: Swedish.

Main occupation: Chairman of the Board of
Directors of Melker Schoérling AB.

Qualifications: BSc. in Business and Economics.

Professional background: CEO of a number of
companies, including Securitas AB 1987-1992
and Skanska 1993-1997.

Other directorships: Hexagon AB, Securitas AB
and HEXPOL AB and member of the Board of
Directors of Hennes & Mauritz AB.

Number of shares: MSAB holds 14,318,350
shares (35.0 percent) in AAK.

Martin Bek-Nielsen

Elected in: 2005.

Born: 1975.

Nationality: Danish.

Main occupation: Executive Director (Finance
& Marketing) United Plantations Berhad.
Qualifications: Agricultural Economics.
Professional background: Executive Director
(Finance & Marketing).

Other directorships: Member of the Board of
Directors of United Plantations Berhad, Vice
Chairman of the Board of Directors of United
International Enterprises Ltd.

Number of shares: United International
Enterprises Ltd holds 1,363,406 shares

(3.3 percent) in AAK.
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Arne Frank

Elected in: 2010.

Born: 1958.

Nationality: Swedish.

Main occupation: President and CEO,
AarhusKarlshamn AB.

Qualifications: MSc. in Industrial Engineering
and Management.

Professional background: Chairman, CEO and
President of TAC, Executive VP of Building
Automation Business Unit at Schneider Electric
SA, Chairman and CEO of Carl Zeiss Vision
Holding GmbH.

Other directorships: Chairman of the Board of
Contex Holding A/S and member of the Board
of Directors of Alfa Laval AB (publ.).

Number of shares: 2,000.

Share options: 264,550.

Stock options: 80,000.

Mikael Ekdahl

Elected in: 2005.

Born: 1951.

Nationality: Swedish.

Main occupation: Lawyer and partner in
Mannheimer Swartling Advokatbyra.
Qualifications: Swedish equivalents of MBA
and LLB. Kand.

Professional background: Lawyer and partner.
Other directorships: Chairman of the Board
of Directors of Bong AB, Marco AB, Absolent
AB and EM Holding AB. Vice Chairman of the
Board of Directors of Melker Schérling AB.
Number of shares: 8,000.

Carl Bek-Nielsen

Vice Chairman.

Elected in: 2005.

Born: 1973.

Nationality: Danish.

Main occupation: Chief Executive Director and
Vice Chairman at United Plantations Berhad.
Qualifications: BSc. in Agriculture.
Professional background: Executive Director,
Director-in-charge.

Other directorships: Chairman of the Board of
Directors of United International Enterprises Ltd.
Member of the Board of Directors of MSAB.
Number of shares: United International
Enterprises Ltd holds 1,363,406 shares

(3.3 percent) in AAK.

Marit Beckeman

Elected in: 2006.

Born: 1943.

Nationality: Swedish.

Main occupation: Project work at the Depart-
ment of Design Sciences, Division of Packaging
Logistics at LTH, Lund University.
Qualifications: PhD. Master of Science and
Licentiate in Engineering.

Professional background: Project Manager,
Consultant, Business development and Product/
packaging development.

Other directorships: Member of the Board of
Directors of Beckeman Consulting AB.

Number of shares: 0.



Ulrik Svensson

Elected in: 2007.

Born: 1961.

Nationality: Swedish.

Main occupation: CEO Melker Schoérling AB.
Qualifications: BSc Economics and Business.
Professional background: CFO of several listed
companies, including Swiss International
Airlines and Esselte.

Other directorships: Member of the Board of Di-
rectors of Assa Abloy AB, HEXPOL AB, Loomis
AB, Hexagon AB and Flughafen Zirich AG.
Number of shares: 0.

Harald Sauthoff

Elected in: 2010.

Born: 1955.

Nationality: German.

Main occupation: Vice President, BASF
Personal Care and Nutrition GmbH.

Qualifications: Industrial Business Management.

Professional background: Risk Management
Agricultural Commodities, General Business
Management in the Chemical Industry.
Number of shares: 0.

Members of the Board of Directors appointed by the employees

Leif Hikansson

AarhusKarlshamn Sweden AB.

Appointed by IF-Metall.

Elected in: 2005.

Born: 1957.

Nationality: Swedish.

Main occupation: Senior positions in trade
unions and local and regional government and
Board work.

Qualifications: Electrical engineering.
Number of shares: 0.

Annika Westerlund

AarhusKarlshamn Sweden AB.

Appointed by PTK-L.
Elected in: 2005.
Born: 1956.
Nationality: Swedish.

Main occupation: Laboratory Assistant.
Qualifications: Technical College.

Number of shares: 0.

Auditor

PricewaterhouseCoopers AB

Anders Lundin

Born: 1956.

Authorised public accountant.

Lead auditor.

The company'’s auditor since 2005.
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Group Management

Arne Frank

Employed: 2010.

Born: 1958.

Nationality: Swedish.

Main occupation: President and CEO
AarhusKarlshamn AB.

Qualifications: MSc. Industrial Engineering
and Management.

Directorships: Chairman of the Board of
Contex Holding A/S and member of the
Board of Directors of Alfa Laval AB (publ.).
Number of shares: 2,000.

Share options: 264,550.

Stock options: 80,000.

Octavio Diaz de Ledn

Employed: 2007.

Born: 1967.

Nationality: Mexican.

Main occupation: Vice President
AarhusKarlshamn AB. Managing Director
AarhusKarlshamn Mexico.
Qualifications: MBA, BSc. Mechanical &
Electrical Engineering.

Number of shares: 0.

Stock options: 40,000.
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Peter Korsholm

Employed: 2012.

Born: 1971.

Nationality: Danish.

Main occupation: CFO (Chief Financial

Officer). Vice President AarhusKarlshamn AB.

Qualifications: MBA, MSc. Econometrics and
Mathematical Economics, BA Economics.
Directorship: Member of the Board of Maj
Invest A/S.

Number of shares: 0.

Stock options: 130.000.

Edmond Borit

Employed: 2001.

Born: 1969.

Nationality: Peruvian and French.

Main occupation: Vice President
AarhusKarlshamn AB. Managing Director
AarhusKarlshamn South America.
Qualifications: MBA, BSc. Food Engineering.
Number of shares: 0.

Stock options: 50,000.

Renald Mackintosh

Employed: 2002.

Born: 1951.

Nationality: Dutch.

Main occupation: Vice President
AarhusKarlshamn AB. President Business
Area Food Ingredients Continental Europe.
Qualifications: MSc. Food Technology.
Number of shares: 300.

Stock options: 40,000.

David Smith

Employed: 2001.

Born: 1960.

Nationality: British.

Main occupation: Vice President
AarhusKarlshamn AB. President European
Supply Chain.

Qualifications: MBA, Graduate Diploma in
Business Management.

Number of shares: 0.

Stock options: 40,000.



Torben Friis Lange

Employed: 2010.

Born: 1963.

Nationality: Danish.

Main occupation: Vice President
AarhusKarlshamn AB. President Business
Area Chocolate & Confectionery Fats.
Qualifications: BSc. Dairy Technology,
Graduate Diploma in Business Administration.
Number of shares: 0.

Stock options: 100,000.

Karsten Nielsen

Employed: 1988.

Born: 1963.

Nationality: Danish.

Main occupation: CTO (Chief Technology

Officer) and Vice President AarhusKarlshamn AB.

Qualifications: Graduate Diploma in Food
Technology.

Number of shares: 264.

Stock options: 15,000.

Bo Svensson

Employed: 1974.

Born: 1951.

Nationality: Swedish.

Main occupation: Vice President AarhusKarlshamn
AB. President Business Area Technical Products
& Feed.

Qualifications: Graduate Diploma in Food
Engineering.

Number of shares: 210.

Stock options: 10,000.

Anne Mette Olesen

Employed: 2010.

Born: 1964.

Nationality: Danish.

Main occupation: Vice President Human
Resources, Communications and CSR
AarhusKarlshamn AB.

Qualifications: MBA, BSc. Chemical
Engineering.

Number of shares: 0.

Stock options: 60,000.

Hal Grant

Employed: 2012.

Born: 1960.

Nationality: American.

Main occupation: Interim President AAK USA.
Qualifications: Phd., MSc. Industrial Manage-
ment and BSc. Mechanical Engineering.
Number of shares: 0.

Stock options: 0.
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AAK’s Glossary

Amines — Chemical components containing
an ammonia. When made based on a fatty
acid it becomes a surfactant (for example
used for cleaning) because it has both fat-
and water soluble properties.

Amino acids — Acids containing ammonia,
protein building blocks.

Bypass fats — Fats that have been tailored to
bypass the rumen of ruminants, which me-
ans that a larger amount of fat and energy
is left intact for high-yielding dairy cows.

CBA (Cocoa Butter Alternatives) — Fats with
physical properties similar to those of co-
coa butter, i.e., solid at room temperature
and with very rapid melt-off in the mouth.

CBE (Cocoa Butter Equivalents) — A type of
CBA which is chemically identical to cocoa
butter, and which may be used in chocolate
up to 5 percent according to EU legislation.
Manufactured from exotic raw materials,
including shea oil.

CBR (Cocoa Butter Replacer) — CBA with
properties similar to those of cocoa but-
ter. Is used in such things as chocolate
coatings for cookies and biscuits. More
user-friendly than CBE as no tempering is
required.

CBS (Cocoa Butter Substitutes) — CBA with
physical properties and application areas
similar to those of CBR. Made from palm-
kernel oil.

Cocoa butter — Fat extracted by crushing co-
coa beans. Its composition lends chocolate
its unique properties.

Crystallisation — The solidification process
of an oil, the process going from the liquid
(oil) phase to the crystalic (fat/solid) phase.

Essential fatty acids — The omega 3 fatty
acids alfa-linolenic acid and the Omega-6
fatty acid lenoleic acid. Cannot be sensiti-
sed by the human body, but must be acqui-
red in food. Rapeseed oil is one vegetable
oils that contain both types of essential
fatty acids.
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Esters — Chemical components of fatty acids
and alcohols. Triglycerides, which are the
main constituent of fat, consist of the alco-
hol glycerol and 3 fatty acids, and are thus
a type of ester.

Fatty acids — Consist of carbon and hydro-
gen in long chains. At one end of the car-
bon chain is a so-called carboxylic group.
The commonest fatty acids in vegetable
oils contain between 12 and 18 carbon
atoms.

Fractionation — Multiple-stage crystallisation
process used in the manufacture of CBA
and other specialty fats.

Glycerol — An alcohol that is one of the con-
stituents of the fat molecule.

Hydrogenation — The process of adding
hydrogen to the oil to saturate the double
bonds in mono- or polyunsaturated fatty
acids.

InFat™ — A speciality fat for infant formulas.

Lipids — A collective name for a wide range
of natural products, which include fats.

Monounsaturated fat — Popular name for
monounsaturated fatty acids. Fat within
only one double bond along the carbon
chain.

Monounsaturated fatty acids — Fatty acids
with one double bond in the carbon chain.

Nutrition — Food, the process of taking in
and absorbing nourishment.

Omega-3 — Polyunsaturated fatty acids in
which the first double bond is located three
carbon atoms from the end of the carbon
chain.

Omega-6 — Polyunsaturated fatty acids in
which the first double bond is located six
carbon atoms from the end of the carbon
chain.

Polyunsaturated fatty acids — Fatty acids
with two or more double bonds in the
carbon chain.

Rheological properties — Flow properties,
viscosity. Describes the force it takes to
make a material (semiliquid or solid) to
change its form.

Saturated fats — Popular name for saturated
fatty acids.

Saturated fatty acids — Fatty acids which
does not contain double bonds in the car-
bon chain.

Snacking — Snacking is a habit of eating
between regular meals and covers eve-
rything from beverages, fruit, cookies and
chocolates.

Surfactants — A substance which is soluble
in different materials, for example water
and oil, therefore they are active on the
surface of particles and help mixing com-
ponents which are normaly not mixable.

Trans fats — Popular name for fats contain-
ing trans fatty acids.

Trans fatty acids — Unsaturated fatty acids
with a different kind of double bond than
those naturally occurring in vegetable oils.

Unsaturated fats — Fats containing mono-
and polyunsaturated fatty acids, a popular
name formono- and polyunsaturated fatty
acids.



Address

AarhusKarlshamn AB (publ)
Jungmansgatan 12

SE-211 19 Malmo, Sweden

Phone: +46 40 627 83 00

Fax: +46 40 627 83 11

E-mail: info@aak.com
www.aak.com

Corporate identity no. 556669-2850

For more information, please visit our
website www.aak.com.

This document is a translation of the Swedish language
version. In the event of any discrepancies between the
translation and the original Swedish AAK report 2012,
the latter shall prevail.

AAK Report 2012 | 31



Notes
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The first choice for value-added
vegetable oil solutions
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