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ABSTRACT

This paper focuses on the expansion of the Catalan winery Castell d "Encus, into the
highly competitive and regulated wine market of Norway. The business plan is focused
around a margin strategy due to the winery’s small size and unique characteristics
which allow them to differentiate themselves through high quality and experimental
wine. It provides a comprehensive analysis of the Norwegian wine industry which will
be penetrated through the on-site HORECA market as this channel is exempted from
the state- owned monopoly regulation as well as it represents a great opportunity for
smaller wineries aiming for premium prices. An exclusive distributor agreement is
selected as entry mode, where marketing plan as well as marketing expenses are to be
jointly developed and shared. Specialized marketing activities we will used in order to
establish as an experimental, authentic and high-quality brand in Norway.
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L. EXECUTIVE SUMMARY

Castell d’Encus is a young and experimental winery located at 1.300 metres altitude in
the Catalan Pyrenees, with the vision of becoming the benchmark of high quality- experimental
wines in Europe. Research and development is key to their business and enables them to create
unique wines through the combination of traditional techniques used by the monks during the
12" century, and highly innovative and organic production processes.

This paper explores the opportunity of expanding the company by exporting to the
Norwegian market, where consumers are quality oriented and particularly receptive to Spanish
wines. Our business plan is based on a margin strategy, targeting the niche market
“Experimental wines” in the high-end on-site market; HORECA. This segment is characterized
by consumers who are interested in experimental wines and actively search for something
unique. These wine enthusiasts perceive the tasting of wine as a cultural experience and care
about additional factors such as the winery’s history and culture. In this sense, Castell d’Encus
will with their fascinating history and experimental approach to wine making, add great value
to their experience. Moreover, features such as organic, sustainable and ethical processes are
highly valued by the segment, which is also in line with Castell d’Encus core beliefs.

However, the Norwegian market is extremely competitive and fragmented and in order
to enter this market and successfully position ourselves with a differentiation strategy, we will
use an exclusive partnership agreement with a Norwegian distributor as an entry mode. By
establishing a long-term relationship with this distributor, the company can benefit from his
local consumer knowledge, gain access to unique selling points; high end HORECA players,
and market the brand consistently with the Castell d"Encus core values; experimentality, quality
and authenticity.

Based on industry research and a set of KPIs, Podium Wines is considered the most
suitable distributor to serve Castell d’Encus, due to its extensive experience and expertise in
importation, distribution and sales in the on-site market, accompanied with a highly educated
team of sommeliers and marketers.

The short- term objective of 2019 is to introduce the already existing premium quality
red Thalarn 2014 and white Ekam 2017 wines by using Oslo, Bergen, Trondheim and Stavanger
as our testing markets. While we plan to offer several vintages for Thalarn and Ekam on a
continuous basis, our long-term objective is also to introduce a new young ros¢; Sabarissos,
and a sparkling wine; Seros within 2023, due to the rapidly growing trend of such lighter wines
in Norway. Provided that yearly sales targets are met we will enter other Norwegian cities as
well.

To realize our forecast of sales value of 309.472,95€ within 2025, a tailored marketing
plan will be developed in collaboration with Podium Wines, where marketing activities include
specialized wine magazines, wine fairs, wine blogs and Sommeliers associations to increase
Castell d"Enctis brand awareness in Norway.

Additionally, we suggest a hedging operation through the use of a forward rate in order
to reduce uncertainty with respect to the exchange rate movements in the NOK/EUR pair, and
to stabilize the cash flow, as the nature of the wine business is highly exposed to such volatility.



The expansion to Norway will require an initial investment of €110.000, funded by the
equity of Castell d’Encts itself, which is expected to be fully returned by the end of 2025 and
providing an internal rate of return of 10.54%.

I1. BUSINESS DESCRIPTION

1. Introduction to Castell d’Encus

Castell d’Encts is a young and experimental winery established in the Catalan
Pyrenees, specifically in Talarn, Lleida, part of the Designation of Origin (DO) Costers del
Segre'. Founded by Raiil Bobet in 2003, the winery is a cellar with a special history and a bright
future.

Castell d’Encus has a different approach to making wine and counts with some unique
features that differentiates the winery. The altitude of the vineyards (850-1.300 meters) along
with superb sun exposure as well as the use of natural stone-vats for wine fermentation
contribute to the high quality of wines with intense aromatic complexity. The stone-vats used
for fermentation were carved into rocks by the Hospitaler Order monks in the 12 century. The
whole vinification process is focused on respecting organic farming standards through manual
harvesting and by only using those herbicides and other chemicals that are permitted. The
winery was the first to utilize cold-heat transfer processes of geothermal energy in all its
processes, helping reduce environmental impact and energy consumption during the wine-
making process. Castell d’Encus deliberately produces a limited number of bottles exclusively
using their own wide range of grape varieties®. Castell d’Encis is considered to be an
experimental winery, thus making research and development of new varieties a key pillar of
the company. Raiil Bobet, the company’s enologist is continuously investing in altering the
different variables of the wine making process such as creating unusual mixes of grapes,
pruning foliage and vats material, to obtain unique wines with remarkable tannins and
personality. One of the most recent experiments is the growing of vines under water.

2. Mission and vision

The mission is to create a unique wine experience through the combination of long
standing traditional techniques and innovative, experimental processes.

The vision is to become the benchmark of high-quality experimental wines in Europe.

3. Objectives

Castell d’Encus objectives are two facet, short-term and long-term. The company’s
short-term objective for 2019 is to penetrate the Norwegian HORECA market through the
introduction of its already existing premium-quality red (Thalarn, 2014) and white (Ekam,
2017) wines. The long-term objective is to introduce two new wines, a young ros¢ and a
sparkling wine, named Sabarissos and Seros respectively. The expected time-span for the

launching of these new wines in Norway is about 4 years for both wines>.

! See Exhibit 1

2 Cabernet Sauvignon, Cabernet Franc, Merlot, Pinot Noir, Syrah, Petit Verdot, Sauvignon Blanc, Riesling,
Semillon and Albarifio.

3 See Exhibit 2



4. Strategy

In order to penetrate Norway’s competitive wine market, we will be using a margin-
based strategy and enter the on-trade HORECA channel to target the niche market of high-
quality experimental wines. We will be using Oslo, Bergen, Trondheim and Stavanger as our
testing markets, given their high population (SSB) and flows of tourism (SSB). Provided that
yearly targets are met and a positive perception resides among the Norwegians consumers, we
will enter other cities as well. We will captive Norwegians with our experimental wines, by
establishing a long-term and exclusive partnership agreement* with a distributor to benefit from
his local knowledge, experience and networks which is essential in order to enter and position
ourselves in this highly competitive and fragmented market. The marketing strategy will be
developed jointly with the distributor in order to properly target the consumer and establish a
brand image aligned and consistent with Castell d’Encts core values.

HI. EXTERNAL ANALYSIS: COUNTRY PROFILE

1. Why Norway?

Norway is going to be Castell d’Encus’ second country of export expansion among the
Nordic countries®, and the first market amongst those of a state regulated monopoly. As this
will be a first-time experience with a monopoly regulated market, the Nordic countries serve
as a smart starting point considering their experience with Denmark. While the European wine
markets are highly saturated, there are great export opportunities in the Nordic countries.
Although the competition is substantial, we believe learning from the market, consumers and
competitors is an invaluable fact which will provide the company with useful experience for
further international expansion in the future.

Norway is among the richest countries in the world and the richest in Scandinavia with
a GDP per capita of approximately 63.925€ as of 2017 (Country Economy). Norway’s wine
domestic production is insignificant due to unfavorable climate for wine production. As a
result, the wine consumed is imported and consumers are interested in and open to ‘foreign’
wines.

While all Nordic countries are potential export destinations for Castell d'Enctis, Norway
will be the following exporting destination due to the traditional consumption patterns present
in the country. Whereas Sweden is more open to New World wines (Argentina, Australia,
Chile, New Zealand, South Africa and the US), statistics show that Norwegian consumers are
instead more interested in wines from traditional origins or Old World (Spain, France, Italy,
Portugal and Germany) (CBI, 2016). In fact, Spanish wines in particular have an extremely
positive perception among Norwegian consumers. Norway’s wine market is also focused on
sustainable and ethical wines, something that is in line with Castell d’Enciis manufacturing
process and core values, making it a perfect export destination. Moreover, governmental
intervention through the State Monopoly (Vinmonopolet), plays an important role when
defining the minimum standards to be met by foreign wines in order to enter the country,
pushing for high quality standards. This has led to a premiumization of the Norwegian wine

4 Castell d’Encus will exclusively work only with the selected distributor within the country.
5 The Nordic countries comprise Norway, Denmark, Sweden, Finland and Iceland.

3



market, one in which small wineries with authenticity, sustainability and ethical values are
highly valued by the consumers.

Although Norway is not a European Union (EU) member, it forms part of the European
Single Market through the membership in EEA, EFTA and the Schengen Area as well, thus
there are no intractable barriers when exporting Castell d’Encus bottles to Norway (CBI, 2016).
Moreover, this could work in favor of the company as most small wineries see such
monopolized markets as too complicated to enter and lack the necessary knowledge to establish
in these markets. As a result, most small wineries prefer to “go safe” and stick to traditional
markets within the EU.

2. PESTEL of Norway
For a PESTEL of Spain see Exhibit 3

2.1 Political Analysis

Norway is a constitutional monarchy founded on parliamentary democracy. The
Norwegian parliament serves as the legislative body of the country (Portal Santander Trade).
Norway is member of various international organizations such as the European Free Trade
Association (EFTA), the European Economic Area (EEA), the IMF and the WTO among
others. Despite not being part of the EU, the country participates in the EU single market
through the EAA agreement.

Norway’s credit rating is quite positive according to the three major credit rating
agencies. Both Standard & Poor and Fitch’s rate Norway at AAA with a stable outlook, and
Moody’s rates Norway at Aaa, also with a stable outlook. Norway is considered a safe country
for investment and doing business, ranking 8th out of 190. Moreover, it is one of the least
corrupt countries in the world ranking as number six in 2017 Corruption Perception Index
(CPD).

2.2 Economic Analysis

In the last few years Norway has undergone an economic decline due to the turbulences
in the oil price. As one of Europe's largest petroleum producer, its economy is heavily depended
on it. The oil shock contributed to a slower economic growth and loss of jobs. However, its
economy has recently recovered reaching a growth rate 1.8% in 2017. Furthermore, with a GDP
per capita of 63.925€ as of 2017, Norway remains as one of the top 5 richest countries in the
world. Currently, the total GDP is 313,42B €, expecting to reach by Q4/2018 363B € and reach
404B € in 2020. According to the Central Bank, inflation will remain between 1.9%-2% in the
next two years.

Norway is EU’s 7™ most significant trade partner and recent data indicates that
Norway’s trade with the EU is at a surplus®, with EU as its first major import and export partner.
Spain is a key trading partner for Norway, trading consumer goods, wine and services. As of
2016, Norway imported 404M€ worth of wine and Spain was the 4™ largest country (7.2%)
Norway imported wine from, amounting to 29M € in value in 20167 (OEC).

¢ See Exhibit 4
7 See Exhibit 5



Norway has a positive attitude towards FDI and supports and encourages investment
especially in key industries such as retail, manufacturing, oil, gas, wholesale and banking. For
example, in 2013 the government adopted the program “Invest in Norway,” in order to attract
foreign investors (Export, Gov., 2016). As a member of EEA, Norway continues to loosen its
foreign investment legislation as a way to conform closer to the EU standards (Export, Gov.,
2016). In the first half of 2016 the country received 8,45B€ in FDI.

About 74% of Norwegians actively participate in the work force (OECD).
Unemployment rate slightly rose to 4.1% in the first three months of 2018, from 4% in the 2017
(Trading Economics).

2.3 Social Analysis

Norway has one of the highest living standards in the world. The average Norwegian
has a disposable income of 30.216€ annually (net-adjusted) (OECD). As of March 2018,
Norway’s population is 5.338.491M (United Nations). Population is currently increasing at
record rates, making Oslo the fastest growing major city in Europe (Liljegren, 2015).

Population density is 15 per km?2, and 80.5% of the population resides in urban areas
with almost half living in the Oslo region (41%). Norwegian and Sami are the two official
languages, with the former being the mostly spoken language. Norway scored first place
worldwide in terms of HDI, with an index of 0.949 (United Nations).

2.4 Technological Analysis

Norway’s R&D has seen a significant growth over the past decade (Report on Science
& Technology Indicators for Norway, 2017). In 2015, the country ranked as number 29 in
absolute R&D, however as a percentage of GDP it remains quite low compared to the other
Nordic countries. However, between 2010-2015, Norway experienced a higher growth than
other EU countries. Further, Norway scores quite high on innovation-friendly environment.
Additionally, the country possesses the largest share of businesses with market innovation.
Businesses have experienced an increase from 19% to 33% in product innovation with respect
to goods and services.

2.5 Environmental Analysis

Environmental sustainability is a key concern for Norwegians and thus, the country
imposes strict laws and regulations in all business sectors. National certifications such as the
Eco-Lighthouse certificate which places demands on energy use, waste disposal, transportation,
procurement and work environment are awarded to over 5.000 businesses. The food industry,
specifically hotels and restaurants, are dedicated to promote organic products on their menus.
The state-owned wine monopoly has a lot of influence on drinking patterns and is pushing for
ethical, sustainable and organic wines (CBI, 2016).

According to OECD, Norway ranks as the 19" country with respect to environment
related tax revenue among the OECD countries. The government imposes excise duties in order
to reduce the use of products that are environmentally harmful (Norway State Budget, 2017).
Alcohol packaged in glass and metal packaging have a NOK 4.97 per unit tax, for plastic it’s
NOK 3.00 per unit, and cardboard NOK 1.25 per unit.



2.6 Legal Analysis

The Norwegian wine market is highly regulated through taxation and policies used as a
means of limiting alcohol consumption (Lai et al., 2013). All alcohol beverages with an alcohol
content above 4.75 %, which includes all types of wine, can only be purchased in the State-
owned wine monopoly; Vinmonopolet, the Duty-Free shops or through the HORECA channel
which consist of hotels, restaurants, bars and catering services. (Concealed-Wines). The wine
producers and wholesalers connecting importers with either Vinmonopolet or the HORECA
market must be legally licenced.

There are four guiding principles with respect to alcohol consumption: private
economic interest should be eliminated; institutions permitted to sell alcohol require a licence;
alcohol prices should remain high through heavy taxation; and municipal authority, which
refers to the responsibility of regulations and control of the HORECA market aligned with
national law, however, they may have some power to apply local regulations, such as extending
opening hours or banning the selling of alcohol (Bonaria et al, 2013). As an EEA member,
further regulations must comply with those of the EU, which has caused to slightly more lenient
alcohol policies during the last 10 years.

While the general VAT rate is 25%, all alcohol beverages have additional tax rates,
whereas the rate for wine is NOK 4.94 per % per litre®. Taxes are the same for Vinmonopolet
and HORECA. This taxation system makes Norway the country with the highest prices for
alcohol in Europe. This furthermore makes cheap wines become relativity expensive when
compared to expensive wines (Bonaria et al, 2013).

The minimum age for consuming and purchasing alcoholic beverages with 22% alcohol
strength Vol is 18 years and any beverage above that requires a minimum age of 20 years. The
HORECA market is further restricted in serving alcohol content exceeding 22% between 13:00
and 24:00. Beverages with a lower alcohol degree may be served between 08:00 and 01:00.

With respect to marketing of alcohol, it is forbidden to market alcoholic beverages
above 2.5% alc. Vol in TV, radio, sponsoring, cinema, internet/digital media, outdoor, printing,
promotional items. However, newspapers, magazines or other media coverage of alcoholic
drinks are regarded as editorial material and, not deemed alcohol advertising, hence are
excluded from this prohibition. Although the country imposes laws and policies for anti-
competitive behaviour. As of 2004, the Norwegian Competition Authority (NCA), applies fines
or “infringement fees,” against competitive behaviour. (Export, Gov., 2016).

The Norwegian Agency Act (1992) does not specifically regulate the distribution
agreement between two parties, meaning that case law applies. The Norwegian Sale of Goods
Act (1988), includes provisions that are applied in contracts whereby the goods purchased must
conform to the description and satisfactory quality specified in the contract (Lexwork
International, 2006).

8 See Exhibit 6



3. Industry analysis: the Norwegian Wine Industry

3.1 Market size & Expected Growth

The unfavourable climatological conditions for viniculture makes Norway largely
dependent on wine imports. Wine from Spain accounted for 5.696.288L in 2017, being the
second largest preferred market in wine, only behind Italy. This number shows an increase of
6.3% with respect to 2016. An interesting increasing trend is white wine from Spain: 463.562L
were consumed in 2017, an increase of 15.5% with respect to 2016 (CBI, 2016).

In 2014, Norway imported wine for approximately 347M € (CBI, 2016). The average
volume per capita shows a marginal decline between 2018 and 2021 (Statista, 2016). The
current consumption of still wine (rose, white, red wine) per person stands at 11.3L and is
expected to decline to 11L by 2021. However, the market for still wine is expected to reach
66,9ML by 2021 an increase from today’s 66,2ML. These are important trends given the
growing trend of wine consumption in Norway. In the recent years, Norwegians have adapted
more European drinking habits and as a result, they drink more wine during the weekdays.
Research also shows that the Norwegians increase in wine consumption falls in line with their
income and education level.

3.2 Distribution Channels

The Norwegian market is structured around the Wine Monopoly as the only State-
owned retail operator. The wine monopoly together with the Duty-Free Shops represents the
players in the off-site segment, while the HORECA market represents the on-site consumption
segment. The trade channels for alcohol are represented in Exhibit 7. The following section
describes the channels in further detail.

3.2.1 On-trade market

The on-trade market has a 10% of the total Norwegian wine market (CIB, 2016). It is a
very competitive but attractive market. The on-trade wine imports are not regulated by the
monopoly and operators in the HORECA channel may therefore decide whether they want to
purchase wine from the monopoly, the importers, or the producers directly. Furthermore, wine
prices in HORECA tend to be 2-3 times higher compared to the prices in the wine monopoly
(Bonaria et al, 2013).

In terms of sales, the HORECA market is growing rapidly as Norwegians keep spending
more on eating out. In 2016, the restaurants (hotels, catering excluded) sold for approximately
3.9 billion euros which is an increase of 16% from 2014. The current estimated annual growth
is 4% and it is expected to increase further. This growth is due to the increasing focus on good
and quality food and drinking experience, as well as the fact that the restaurants in general are
becoming an increasingly important point of socialization for the Norwegians (P4, 2017)

Since the competition is high, it requires significant marketing support from the
importers in order to gain and retain costumer's interests. Nevertheless, the on-trade market is
particularly attractive for small wine producers as there are many buyers who want small
amount of premium wine. If a wine offers specific characteristics to the sommeliers, they are
likely to be more receptive towards the wine than the monopolies and they can even function
as direct promoters of the wine to the end consumer. Developing unique selling points (USP)



to support sales is key, and most wineries cooperate with distributors in order to do so (CBI,
2016).

The disadvantage with the on-trade market is the difficulty to enter it due its high level
of competition. However, the opportunity for smaller wine producers and premium wines is
good as you are able to select the appropriate HORECA segment, place and represent the wine
in its suited environment, and perform marketing activities accordingly with the brand’s values
and image.

3.2.2 Off-trade market

Duty-Free: The Duty-Free Shops serves as an important distribution channel for wine
sold in the Norwegian market. From the wine producer’s point of view, the Duty-Free shops
are attractive sales points, however it is very expensive to be present in this channel as the shops
add high fees which in turn lower the margins for the producers. While duty free shops after
arrival are forbidden within the EU, the Norwegian Duty-Free shops are available both at
departure and arrivals and are open as long as there are flights. Currently the private company
Travel Retail Norway AS (TRN) is Norway s leading operator of Duty Free, with stores located
around the 5 biggest cities and most important airports in Norway (Oslo Gardermoen,
Trondheim Varnes, Bergen Flesland, Stavanger Sola and Kristiansand Kjevik). TRN operates
with a turnover of approximately 4 billion NOK (Tax Free).

Norway is furthermore home to the world’s biggest Duty-Free stores; the Heinemann
Duty Free Shop developed in partnership with Travel Retail Norway at Oslo’s airport. The shop
represents a vast selection of 700 wines, including ultra-premium labels from the Old and New
World (Moodie Davitt). This shop alone had a turnover of approximately (2 billion NOK, 2014)
which is expected to be doubled by 2022 (TV2). The Duty-Free shops at Norwegian airports
are estimated to sell about 22.000 bottles of wine on average on a daily basis (Aftenposten).

TRN is granted a monopoly license on tax free sales until 2022 by the public company
Avinor, Norway’s owner of airports. As this agreement expires in 2022, a new tender
competition is expected to take place (Oslo Economics, 2015). Many Norwegians embrace the
Duty-Free quotas and the Duty-Free sales provide substantial financial help to both airports
and ferries run within Scandinavia. However, since the Duty-Free system is considered a
substantial threat to Vinmonopolet, and by some, a violation of the broad political agreement
in Norway (to limit alcohol consumption), there has been an ongoing political debate whether
the tax-free sales at the airports should continue as a monopoly led by TRN, or to be opened up
for competition from Vinmonopolet, or even be acquired directly by Vinmonopolet. The latter
option has been officially accepted as a political proposal, and despite strong protests from
TRN, the Norwegian Government is currently evaluating whether Vinmonopolet should take
over the alcohol sales at the airports (VG).

Vinmonopolet: the Norwegian state wine monopoly was introduced in 1992 with the
main focus on regulation of alcohol sales and public health. Vinmonopolet is the biggest player
in wine market with an estimated market share of 90% and thus, the off-site market has the
biggest share in Norway. It is expected that there will be 340 stores in total within 2018
(Vinmonopolet). A table with the opening hours of the stores can be found in Exhibit 8.



Vinmonopolet offers more than 21.500 products and has a wide spectre within all
quality categories. Several wholesalers operate in Norway, Arcus Wine Brands being the
absolute most important in terms of volume.’ Due to being fully owned and controlled by the
government, Vinmonopolet may only purchase from licensed suppliers and wholesalers. It
currently buys from approximately 550 wholesalers (Bach, D., et. al 2018).

The process of winning a presence at Vinmonopolet is competition based, and the
method applied is a tender procedure. Every 6 month they announce the requirements for the
next period based on input from importers, producers and trend observers. Decisive factors are
price, quality and demand; and specific criteria for each announcement, which may be related
to for instance region, grape, a specific taste or style. In order to participate, the wine must meet
all criteria. Once a supplier makes a bid, blind taste tests are performed by minimum of 5
experts to determine which offers to accept. The winning wines are selected based on scores
from 1-9, where 9 is the highest. Once a wine wins the tender, it will be launched approximately
5 months after the submission of the offer.

Depending on whether the wine reaches the sales targets, Vinmonopolet may decide to
either remain, increase or reduce the distribution to stores, or eliminate it from its portfolio. In
this way, Vinmonopolet makes sure its portfolio is consistent with consumer demand,
preferences and trends. They buy approximately 300 new products annually and the volume
varies depending on prices, distribution and the idea with the tender. They tend to buy more
products, but smaller volume compared to other Nordic monopolies (Concealed Wines).

Vinmonopolet strongly encourages sustainable wine and pays close attention to ethical
standards and fair-trade throughout the tender procedures (CBI, 2016). It enjoys a great deal of
trust among the consumers and has the power to influence consumption patterns. The great
advantage of being present in this channel is the strong quality perception among the
consumers, as well as the immediate and substantial costumer exposure throughout the country
which provides good sales opportunities. However, the competition to grant a presence is very
high due to the exigent tender requirements.

Cross border shopping: the cross- border retail trade is another important distribution
channel in the Norwegian wine market. The excise duties and the relatively high prices of wine
in Norway have led to a common phenomenon where consumers and small-scale traders
purchase wine in neighbouring countries where prices are lower, and/or through tax free ferry
trade. Norwegians tend to go to Sweden or Denmark to purchase cheaper alcohol. For instance,
a border region between Norway and Sweden called Svinesund, is commonly referred to as
“Norway’s gateway to the continent” and it is estimated that Norwegian border shoppers spend
more than 250 million euros annually only in this area (Karlsson, T., 2014).

3.3 Competition

The high level of competition in both the off-trade and on-trade market makes Norway a
challenging market to enter. The market is strongly fragmented and brand loyalty is low (Arcus
Gruppen As, 2014). It is therefore crucial that, once present in the market, one understands who
the most relevant competitors are in order to position ourselves appropriately and remain
competitive on a long-term basis.

? See Exhibit 9



Castel d’Encus is first and foremost an experimental winery and produces wines with a
special character due to a unique territory in the Pyrenees, the fermentation process done in
stone vats accompanied with a history rooted back to the monks’ wine traditions in the 12
century. This competitive advantage is furthermore strengthened with important attributes as
high quality and their organic and sustainable approach to wine production.

Based on this, competition should be narrowed down to a niche market we defined as
“Experimental wines”. Experimental wines are wines of a special character which can be
related to for instance a unique territory, a lesser known grape type, unusual grape
combinations, the use of untraditional production processes or any other component that makes
the wines stand out from traditional wines or standard procedures.

A common way of differentiating wines is by country of origin. However, in the
experimental niche, country of origin is less important because although the experimental
aspect may be related to a unique soil or regional territory, the country as such would not be
relevant. This means that in Norway, Castell d’Enctis will be competing against other
experimental wines regardless of country of origin and regardless of Old World and New World
origin.

An important criterion when defining our competition is high quality. Normally, one
categorizes wines by vintage, which refers to how long the wine has been aged. Vintage is often
used as a variable because of the flavour and complexity the aging process adds to the wine
and can therefore be a way of determining the quality. However, by focusing on competitors
with high quality, vintage will implicitly be included, but we also take into account other high-
quality wines with rather shorter aging process, as vintage does not solely determinate the
quality of the wine.

Due to the nature of the wine as a consumer product, price is normally perceived highly
correlated with quality. Although this might not always be true for all price ranges, we believe
that when addressing wine with significant high quality, the level of quality does correlate with
price. We therefore pay attention to potential competitors within the same price range as the
Castell d'Encus wines which will be sold in Norway.

Furthermore, the status and the reputation of the wine, in which we refer to as
performance in expert rankings, is another important variable. Due to the nature of the niche, a
high score ranking is a powerful attribute in order to make these end consumers willing to try
a particular and rather “special” wine. In the Norwegian market, Robert Parker serves as a very
important opinion leader. His criticisms have shown remarkable and rapid effects on wines in
Norway, in terms of sales and brand image. Wines recommended by Parker immediately
become attractive among the Norwegians; on several occasions has the vintage with his highest
score resulted in a best seller of the year within its specific category (Vinmonopolet, 2016).
Castell d'Encus will therefore be competing against wines which have been received a high
score by for instance Parker or other important wine experts.

An additional competition criterion to be included in the experimental segment is the
sustainable and organic approach. Potential competitors are therefore also defined as other
experimental organic wines. Lastly, since Castell d’Encts will be present in the HORECA
channel, only the wines presented in this channel will be considered a direct competitor. In
conclusion, the following KPI’s define Castell d’Encus direct competitors in Norway:
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Criterion

Niche Experimental wines
Expert ranking scores +90 Parker list/others
Certification Organic
Quality/Price Premium

The indirect competition is based on other distributors representing different wines in
their portfolio, including wines with the KPI’s listed above. In Norway, Arcus Gruppen
represents a group of several important subsidiaries serving the Norwegian wine market as well
as the European wine market. When including all its subsidiaries and its distribution of
international brands, Arcus-Gruppen accounts for 15% of total volume sales of wine in Norway
(Euromonitor, 2017). Arcus Gruppen represents the following subsidiaries: Arcus Wine Brands
AS, Vinordia AS, Excellars AS, Symposium Wines AS, Vingruppen AS, and Vinuiq AS'.

4. The Norwegian Wine Consumer

During the last 30 years a modernization process has taken place in the global wine
industry, where new innovative techniques and tools have been presented as well as in increased
focus on hygiene which all together has had a great impact on both the production process and
the wine itself in terms of quality and taste. However, the interest in old, traditional procedures
and methods has never been greater and there is an increasing focus on the natural and the
authentic aspect of wine. This “traditional” trend may include for instance the use of ancestral
methods, wine making in stone, the use of old plantations and/or lesser known grape types, and
white wine with shell contact (orange wine). In addition, people are becoming more health and
environmentally conscious which causes an increasing demand for sustainable and
environmental friendly production and ecological raw materials, also in the wine wold.
Consequently, more people tend to look away from wines with artificial additives and prefer
organic wines (Vinmonopolet, 2016).

This trend has reached the Norwegian market as well and supported by the Norwegian
wine monopoly’s strong encouragement on sustainable and ethical wines, regular tenders for
organic wines are increasing the presence, sales and interest of organic wines among the
Norwegian consumers. Particularly among millennials, sustainable wines have become very
popular as these younger consumers are exceptionally environmentally aware. The image of
sustainable and ethical wines is something they can and want to relate to. Moreover, it is seen
that in the Norwegian HORECA market, natural wine has become very trendy in the high-end
segments (CBI, 2016).

The Norwegian wine consumer is characterized as a very traditional and also
sophisticated consumer. By a traditional consumer we are referring to their strong preference
for Old World wines; or wine from traditional origins such as Spain, which have a long-
standing tradition of wine production. Norwegians therefore pay great attention to the origin of
the wine; as the Old-World philosophy of wine production is based on the importance of terrain,
which assumes that every vineyard is unique because of differences in soil, microclimate,
topography and the skill and practices of the winemaker. In Norway this preference for wine

10 See Exhibit 10
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from the Old World, clearly overrides the preference for wines from the New World (CBI,
2016). As a sophisticated consumer, the Norwegian wine consumer is increasingly interested
in differentiated products and tend to peruse high quality and expensive wine.

The Norwegians are less price-sensitive than other European wine consumers. They
furthermore value high quality wines from smaller wineries rather than commercial high-
volume producers. It is assumed that this is related to factors such as the perception of premium
wine offering more value for the money, the attendance of sommelier courses becoming a new
“fashion” and in increased coverage of wines in newspaper/magazine reviews, as well as the
relatively higher income level in Norway, (Research Gate).

Another important trend taking place in the Norwegian wine market is the growing
interest in more light, bright and low alcohol content wines, where wines with a fruity sensation
particularly have captured the Norwegian consumer. As a result, rosé¢, white and sparkling
wines have enjoyed increasing popularity during the last years. While sparkling wine imports
increased with an average of 9.2% between 2011 and 2015 and currently accounts for
approximal 10.4% of the total value of retail sales, ros¢ wine has reached record sales in
Norway, and has become especially popular among millennials. At Vinmonopolet, rosé wine
sales increased almost 17% from 2013-2014 (Horecanytt, 2015) and only accounting for the
first four months of 2018, the sales have increased with 12.3% compared to last year. The clear
winner of rosé wine in Norway is Italy, but the French, German and Spanish rosé is also popular
(DN, 2018). This light and bright trend first reached the capital, and while it now reaches out
to the rest of Norway it keeps growing stronger in Oslo (Godt, 2017).

Marius Sebye, founder of the Oslo based wine importing company, Nebbiolo Wines,
refers to 2017 as the breakthrough year for natural wines in Norway, caused by a growing
demand from a younger generation of 20 to 35 years old consumers demanding bio-certified
and natural wines. He also says that Norway is home to a small niche for natural wine. Also,
within natural wines, Italian wines are the most popular in Norway. Although the natural wines
are relatively expensive, given their restrictive production rules and low yields, the growing
interest in organic wines is likely to push for higher sales of natural wine in Norway. (Wine
business 2017).

Nevertheless, red wine remains as the most consumed wine among the Norwegian
consumers and accounts for approximately 75% of the market. However, it is anticipated that
there will be an even more distribution among the wines in the future, especially between the
red and white. Among red wines, Spanish wines are the second most popular (after Italy)
accounting for 10% of the market share. Among white wine, Spain is number 8, holding a 3%
market share (Hallberg and Alko Inc., 2015).

Research shows that Norwegian wine consumers have certain preferences with respect
to the red and white wines. For red wines, they find richness in flavour as the most important
element level of full body and then fruitiness. As for white wine, Norwegians first look for
wines that are fresh. Freshness is said to be the most important variable, followed by fruitiness,
dryness, and flavour. However, also among the red wines it is the lighter wines with a more
moderate alcohol content (and tannin) that is increasing in terms of sales, whereas the Gamay
grape serves as a perfect example used in several wines (Vinmonopolet).
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In general, the Norwegian consumer is furthermore eating and drinking more out. Each

Norwegian household is in average spending 14.300 NOK (1500 euros) annually on restaurants
(bars, cafes and catering excluded) and this is increasing on a continuously basis.
Also, eating out is becoming a more ‘daily activity’ and not only associated with special
occasions. Numbers from the Government show that 29% of the population eats out at least
once a week or more, and 36% eats out 2-3 times per month (SIFO). According to a research
carried out by Innovation Norway from 2014, 45% of the Norwegian tourist travelling
domestically, prefers the activity of visiting restaurants. While visiting restaurants is becoming
part of every-day life, there is also an increasing interest for special food and drinking
experiences. Nowadays visiting restaurants can be compared to other cultural experiences, and
it is becoming more common to give restaurant visits as gifts among family and friends. This
is due to the fact that Norwegians travel more which makes them exposed for different cuisines
which in turn increases the interest among the consumer and the number of international
restaurants in the market (Visjo, 2015). As the Norwegian wine culture advances, an increasing
number of consumers opts to pair the wine with food. A classic example is pairing seafood with
the Spanish white Albarifio (Liljegren, 2015).

4.1 Consumer target

Castell d’Encus’ is first and foremost operating on B2B level in the Norwegian market,
with the distributor Podium wines as primary client, however, it is important to know who the
final consumers are (B2C level) as well, as the company indirectly depends on their approval
and demand of the wines, and also since the marketing plan developed in collaboration with
Podium wines, will be based towards the final consumer. After talking to an expert in the wine
industry, Oriol Castells, we have obtained important information about the final consumer in
the Experimental niche market.

Castell d’Encus’ main target in Norway is the Experimental Segment which can be
described as following: The consumers have a passion for wine and can be considered very
knowledgeable about wines and the wine making process. They are particularly curious and
interested in experimental wines. Thus, they are open to try new wines and actively search for
something unique and different. Authenticity and quality is highly appreciated.

These wine enthusiasts perceive the tasting of wine as a cultural experience. For that
reason, not only are the specific characteristics of the wine itself important, but other factors
such as the winery’s history and owners are of great interest and add value to the experience.
Moreover, aspects such as organic, sustainable and ethical approach is also highly valued.

Additionally, they prefer combining great wine with good food, and they pay close
attention to the “right” paring. Recommendations from sommeliers are therefore valued and
Norwegians put a great amount of trust in experts. They read wine magazines on a regular basis
in order to keep updated on the news in the market. Furthermore, this segment tends to be quite
young; millennials are typically included; however, the age range may reach 45+.

Other potential segments for Castell d’Encts include consumers that have a strong
preference for Spanish wines in general, or a specific preferential taste in terms of grape type
or grape combinations matching the range of Castell d’Encus portfolio. Another potential
segment is also consumers looking for an expensive wine, for instance as a means of status or
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to impress others. These consumers could therefore buy Castell d’Encus wines due to the
sophisticated image associated with premium prices, without necessarily paying attention to
the experimental or organic approach to Castell d’Encus. Although less price sensitive, these
consumers will remain difficult to make loyal customers due to the wide range of other
expensive wines available.

What all consumers among these segments have in common are characteristics such as
being educated, internationally and culturally accustomed, and a relatively high income (middle
and upper class). There is a fair split in terms of gender within the segments. Although these
segments may be considered potential consumers, they are likely to be more difficult to
convince because the competition would be substantially fiercer as these consumers would be
exposed and interested in a wider range of options. On the contrary, due to the specific
experimental interest, which is where Castell d’Encus has their main competitive advantage,
consumers within the experimental segment are more likely to buy wines from Castell d’Encus,
provide a higher brand loyalty and in overall serve as a more profitable segment.

IV. INTERNAL ANALYSIS

1. SWOT Analysis
See exhibit 11
Benefitting from the prestigious scorings that Ekam 2017 and Thalarn 2014 already

have obtained in Pefiin and the Parker rankings, Castell d’Encus can exploit their position when
entering such a competitive market like Norway, where these wines are highly appreciated.
Wineries with a special history and a unique variety of wines have a niche market that Castell
d’Encus can target if properly partnering with the right distributor to penetrate the HORECA
market. Moreover, even if the company has no export experience, partnering with a distributor
will facilitate the process. Castell d’Encts characteristics and history will differentiate the
wines from other competitors in the same segment, especially with the help of the distributor.
The extensive terrains around Castell d’Encus facilities could be used as plantations in the long-
term in order to increase the production capacities and further expand to other cities in Norway
and other Nordic countries. The special location of the winery helps reduce the impact of
climate change and the uncertainty over production levels, which still is present, can be reduced
compared to other wineries. Despite no brand awareness of Castell d’Enctis wines persists in
Norway, they will enjoy the already strong and positive perception of Spanish wines among
the consumers.

2. Stakeholder Map
See Exhibit 12

There are numerous stakeholders that should be taken into account throughout Castell

d’Encus export operations to Norway in order to define a proper expansion strategy and
successfully establish in the Norwegian Experimental niche market.

The most important stakeholder is the distributor Podium Wines since they are our
direct buyer and main source of revenue. Castell d’Encus depends on building a trustworthy
relationship on exclusive terms with Podium Wines to make this Norwegian export operation
successful. As well as depending on creating a relationship with them, Castell d’Encts position
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and brand image in the Norwegian market will be highly influenced by their range of
accessibility to key HORECA players as well as their expertise and knowledge in marketing in
the Experimental niche. Mutually, our experimental wines will add value to their brand
portfolio and also increase their sales revenue through the margin obtained when re-selling
Castell d’Encts’ wine to the HORECA players.

The HORECA market plays an intermediating role between Castell d’Encts/Podium
wine and the final consumer. They have the power to influence the final consumers perception
of our wines due to the image of the restaurant itself as well as through recommendations and
pairing suggestions directly to the final consumer. The HORECA player is furthermore making
substantial profit from buying Castell d’Enctis wines from Podium Wines and re-selling with
the highest mark-up to the end consumer.

Although marketing of alcoholic beverages is forbidden in Norway, wine sales are
highly influenced by the judgement of wine critics through the wine magazines, including
online magazines (both wine monopoly magazine and other independent ones) newspapers and
other specialised press. Therefore, social media is an important influencer among the
stakeholders, and a crucial marketing lever for Castell d’Encts. Such media regularly publish
reviews of new wines introduced in the market, which in turn have great influence on consumer
preferences and demand. Consequently, tasting sessions by observes, sommeliers and
journalists are sources which have the power to affect a wine/brand’s reputation and thus the
consumers perceptions and decision making (Research Gate). The wine experts (i.e. Parker and
Peiiin rankings) will then be a main source of influence for the social media.

Finally, the Norwegian consumer must be acknowledged as a crucial stakeholder,
because although our relationship is created through Podium Wines and the HORECA player,
the final consumer has the power to determine whether the wines will be accepted and to what
extend the wines eventually will be demanded.

V. BUSINESS IMPLEMENTATION

1. Export Action Plan

Castell d'Encus overarching strategic objective is to generate country awareness of our
wines where we can eventually position ourselves as a premium Spanish winery among the
minds of the Norwegian consumer.

The action plan is as follows: the distributor Podium Wines will visit Castell d’Encts
prior to launching of the wines. This visit is necessary because it offers the distributor the
chance to understand the winery's philosophy, history and production of processes and wines.
During the visit the parties will finalize the executive distribution agreement and develop the
marketing plan. In developing the marketing plan four steps will be followed outlined in the
table below. To establish brand awareness, Castell d'Encus will participate in various wine fairs
in Bergen and Oslo, followed by training of the HORECA players and sales team on the
product. The winery will also offer seasonal rappel discounts. To continuously and strategically
promote our wines, Castell d'Encus will actively participate in wine clubs, associations such as
Sommeliers Associations in Norway, as well as be featured in blogs and of wine and food
experts and specialized magazines. In the near future, once Thalarn of 2014 and Ekam 2017
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vintage have been consumed, the winery will be offering Thalarn 2018 and 2022 and Ekam
2020 and 2023 vintage respectively. For a timeline of the export action plan refer to Exhibit 13.

4 STEPS IN DEVELOPING THE MARKETING PLAN (MP)

1. Negotiating the MP with the distributor, developing the 4 P's (product, place, promotion
and price), together. Further, encompassing the same brand values and objectives and
agreeing on monthly targets.

2. Investing in marketing activities; 50/50 split on the expenses

3. Planning and adapting the MP to the export evolution. Podium Wines must submit the
MP 3 months in advance for the following year to be reviewed by Castell d "Encus

4. Control of agreements between the company and the distributor, quarterly reports
on sales and measures of marketing activity efficiency.

2. Supply Chain

The supply chain process of Castell d’Encus encompasses three stages; the grape and
wine production, followed by the labelling and packaging of the bottles, and lastly the export
logistics of the wines to Norway which falls under the responsibility of the distributor. The
distributor works in conjunction with a third-party logistics (3PL) company both within Spain
where the wines are picked up from the premises and delivered to Norway, and with a 3PL in
Norway for the purpose of distributing the wines to the HORECA players located in Oslo,
Bergen , Trondheim and Stavanger.

2.1 Production

The grapes used by Castell d’Encus to produce the wines are native to the Pyrenees
region. Thanks to the altitude of the estate, the exposure to extreme climate change is reduced,
however, the high elevation exposes the vines to higher PH levels. In the winter time to protect
against frost, the vines are dressed in black nets preventing any ice or snow damaging them.
Currently there are 23 out of 95 hectares planted encompassing grapes of the Cabernet
Sauvignon, Cabernet Franc, Merlot, Pinot Noir, Syrah, Petit Verdot, Sauvignon Blanc,
Riesling, Semillon and Albarifio variety.

The winery’s inherent desire towards environmental protection has motivated them to
use innovative processes such as the use of geothermal energy throughout the wine making
process, contributing to a reduction of energy and environmental impact. In periods of low rain
fall, the winery uses unique ways to water the vines, through an intricate system of rubber hose.
Each hose is directly linked to the individual vine, nurturing it with water. In addition, Castell
d’Encus combines modern vinification techniques like the use of wooden and stainless-steel
vats with ancient methods, such as stone vats. Presently, there are nine stone vats, but only six
are being used for fermentation purposes. The combination of these methods causes the wines
to acquire unique tones and intricacies. The size of the tanks ranges between 3000-4000kg to
8000kg. Quest 2014 red wine is the only one in which the whole fermentation process is carried
out in the stone vats. For the rest of wines, at least 30% of the total product is fermented in the
stone vats. The orientation of the tanks determines which wine will be fermented inside the
vats. For instance, vats located in shadowy locations are used for white wine as this keeps the
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temperature low. Ekam 2017 for example, is fermented in these vats because it requires a low
temperature.

The wine making process involves eight steps'!, but the white, red, rosé and sparkling
wines have a different production process. The making of white wine involves crushing the
grapes to extract the juice and removing the skin, where then the juice is transferred into tanks
allowing the residue to sink to the bottom before fermentation. With red wine, a similar process
of crushing takes place, but the difference is that the skins accompany the grapes straight into
the vats to begin fermentation, hence giving the red wine its colour. The rosé wine follows a
similar path as the red wine, but the grapes are left for a limited time in contact with the skin.
The fermentation process lasts about 15 days before the wines are transferred into wooden or
stainless-steel vats for aging (Wine Folly, 2014). For instance, Thalarn is fermented in stone,
wooden and steel vats. The making of sparkling wine involves a slightly different process,
mainly the need for two fermentation procedures. The first fermentation is required to make
the wine, and the second to make the bubbles. Five steps are followed to make sparkling wine.
Initially, once the first fermentation has taken place, a blend is created using a variety of base
wines. The second fermentation, involves transferring the wine into glass bottles and infusing
it with yeast and sugar. Then the sparkling wine is left to age between 9 months and 5 years (9
months in the case of Seros). Once the aging is done, the wine goes through the riddling stage,
where the wine is rotated at a 60-degree angle so that the sediments come into contact with the
cork. Lastly, because Seros is a dryer sparkling wine it is injected with an additional 17-32 g/
RS (residual sugar) (Wine Folly, 2016).

2.2 Distribution Channel

Castell d’Encts export entry mode is done through an exclusive partnership agreement
with a Norwegian distributor. The distributor will be in charge of distributing and marketing
our wines to all our clients in the HORECA market, as well as providing all logistics procedures
such as warehousing, trucks to the necessary individuals like sales people and the managers
needed for the marketing of the wines. Our strategy is based on a margin and building a strong
brand image is critical. For this reason, being careful when selecting a distributor is essential,
as it will be our main artery in terms of marketing, network of contact to enter the HORECA
market successfully, especially considering its exclusive and high standards in the high-end
segment we are targeting. In recruiting the right distributor, a series of KPIs will be taken into
consideration'?.

Based on these KPIs and research on the distributors in Norway, Podium Wines!'?
proves to be a potential distributor for our distribution partnership, aligned with our philosophy
and goals. Since its establishment in 2005, Podium Wines is an expert in importation,
distribution and sales of wines both in the on-trade and off-trade market. The company enjoys
many years of experience and employs a team made up of highly educated sommeliers,
marketers and managers. They focus on representing small wine producers and is determined
in building close relationships with its clients. For primary logistics, warehousing and

! See Exhibit 14
12 See exhibit 15.
13 Website of the potential distributor: http://www.podiumwines.no/english/
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secondary distribution Podium Wines has partnered up with Skan-Log Logistics (SL)'* in
Norway. SL is the biggest logistics operator in Scandinavia and managing of alcoholic
beverages is a forte of the company. SL is a good match for our services due to having several
warehouse locations, top notch technology and it employees exceptional handling and
distribution techniques, ensuring service of the highest quality for our clients. In terms of their
financial health, the company has been profitable since its inception and it counts with
international accredited AA+ rating, something essential to support our long-term strategy.
(Add Exhibit Norwegian distributor: Podium Wines).

2.3 Logistics

The parties involved in managing the wines from point of origin (Castell d'Encis
production facilities) to point of destination (HORECA in Norway) in order to meet the
demands of our clients, involves Castell d'Enctis (the winery), Podium Wines (our exclusive
distributor) and Skan-Log (3PL). The logistics process involves a flow of information and the
physical flow of the bottles'>. The structure is as follows:

e Information Flow: The HORECA player places an order to Podium Wines (via their online
platform or over the phone), who in due course contact Skan-Log to deliver the goods to
the client. In case stocks are insufficient in Norway, the order will be subsequently passed
from Podium Wines directly to Castell d'Encus.

e Physical Flow: Castell d'Encus makes the wines available at their premises which are then
picked up by Podium Wines via their logistics partner in Spain and delivered to Norway.
Once the products have reached Norway, Podium Wines informs SL to collect the products
and deliver them to the specific client.

2.3.1 Delivery Terms and Conditions

The goods will be delivered via road freight on the agreed Free Carrier (FCA)
INCOTERMS® 2010 between Castell d’Enctis and Podium Wines. Under FCA, the seller
(Castell d'Encus) is responsible for delivering the wines to the carrier as well as clearing any
export customs and paying taxes and duties. Loading the wines on to the main carrier and
paying any port charges will also be the duty of the winery. Once loaded onto the main carrier,
the buyer (Podium Wines), takes responsibility for the products, clearing any customs and
paying taxes and duties once the goods arrive in Norway. The wines will be delivered on a
20FT (20" x 8'x 8'6") full contain load (FCL).

2.3.2 Packaging

The wines will be packaged in glass bottles and placed in cardboard boxes of 12
bottles/case. Palletization will be used for the transportation. Each pallet will have three layers,
holding a total of 56 cases. Due to the fact that wine is a perishable food product, which can
spoil if not protected from heat, light, vibration and fluctuation in temperature and humidity,
special shipping containers like heavy-duty Styrofoam containers will be used. The bottles will
be further accompanied by thermo wrap packaging.

14 Website of Skan Log (3PL): http://www.skanlog.com/warehouse/transport_and_logistics.html
15 See Exhibit 16
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VI. MARKETING PLAN

1. Marketing & Business Strategy overview

1.1 Differentiation Strategy

Castell d’Encus unique characteristics allows for a differentiation strategy focused on
experimental, high quality wine. We want to position ourselves as a unique winery by using
the distinctive features such as its special location, Costers del Segre, in the Pyrenees which
has a history of wine making traced back to the 12™ century, its peculiar production process
using stone vats, together with the use of high quality French barrels, as well as the winery’s
innovative culture and entrepreneurial mind set creating wines with a strong personality. This
strategy aims to give the final consumer an authentic, high-quality and experimental wine
experience. Furthermore, we want Castell d’Enctis brand to be closely associated with organic
and sustainable wine.

2. Marketing Mix (Product, Place, Promotion, Price)

2.1 Product Policy

Castell d’Encus will export two of its high-quality wines in 2019, Thalarn 2014 wine
(red) and Ekam 2017 wine (white), then two new wines will be introduced in 2023; a young
Rosé (Sabarissos) and a sparkling wine (Seros). The USPs will be recommended to only sell
the wines per bottle to expose the costumers of the high-quality brand and labelling.

2.1.1 Quality

The red wine, Thalarn 2014, is a crianza. Crianza labelled wines spend about one year
in French oak barrels. This wine is made using only Syrah grapes (100%), which are taken from
the wineries own estate. The wine has a complex and intense taste, combined with floral and
spiced notes. To the mouth this rich wine is silky with a nerve at the start but with a soft tang
to it. Typical scents and flavours include fresh fruits such as cherries. It leaves a vivid, lively
acidic and long aftertaste.

The white wine, Ekam 2017, is a wine with a light olive transparency to it and is made
using a mixture of Riesling and Albarifio estate owned grapes. The specialty of the Riesling
grapes is that they are infected with Botrytis, which is a fungus that attacks the grapes removing
the water and leaving a high percentage of sugar, fruit acids and minerals. To make this delicate
wine, the winery hand picks the grapes in small 10 kg cases right from its estates and the
vinification is carried out in 25HL vats at low temperature. During the fermentation stage this
wine establishes a complexity similar to the cold weather Rieslings. When ready for
consumption, the wine has developed an integrated acidity an inherent feature of glyceric
wines. Ekam 2017 is aged for 36 months in the bottle before it is sold. It is a special wine made
in the style of German Rieslings. Typical scents and flavours include citrus, fresh stone fruit
and floral notes. It leaves a complex, fruity and lively long aftertaste.

Sabarissos, the young rosé wine will be made using only the finest Syrah grapes. The
wine will follow a similar production and harvesting processes as Thalarn. Initially placed in
the stone vats and then transferred to the wooden and steel vats for further fermentation. The
Syrah rosé will be made using the ‘Saignée’ technique, which helps the wine get its deep
pinkish color. The main tasting notes will be that of white pepper, cherry, peach skin, green
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olive and strawberry. This bold and savory wine is served best with seafood, especially shellfish
and grilled fish. It could also be accompanied by light pasta and rice dishes.

The sparkling wine Seros, will be produced using traditional methods in combination
with contemporary techniques. The vines are grown under water, making this refreshing drink
complex yet ample. Saros will be made using one of the oldest grape varieties, Pinot Noir. Dry,
lean and zesty notes can be felt in the mouth typical for a wine produced in cool climates. The
fruity scents of Seros are best paired with various types of cheeses such as a creamy brie or a
mascarpone, or seafood like oysters, salmon, shellfish and caviar.

2.1.2 Packaging

The wines will be packaged in high quality glass bottles with an elegant demeanour.
The glass bottle packaging is valuable due to its quality perception, and it reduces the effect of
UV light due to the fact that the bottles are coloured. Thalarn 2014 will be packaged in what is
called a Burgundy bottle, accompanied by slopping shoulders and a wider body. This elegant
hourglass shape will reflect the wines sophisticated and high-quality characteristics. Ekam 2017
will be packaged in a Mosel & Alsace bottle, conveying a tall and slim long neck with an
elegant shape. This bottle is made of light green glass'®. As for the rosé of Syrah, a Cétes de
Provence bottle will be used. Its distinctive form gives the illusion of sophistication paired with
culture. Lastly, the sparkling wine will come in an olive-green Champaign bottle (Jouvin,
2012). Due to the high pressure (80-90 psi) innate in the wine, special large and reversed
tapered cork will be used.

This packaging will reflect the high quality of Castell d"Encus brand portfolio, which
in turn will influence the customers, in terms of a higher quality perception and thus a higher
willingness to pay a premium price.

2.1.3 Labelling

While Thalarn 2014 and Ekam 2017 will preserve their original labelling, Sabarissos
and Seros will have an elegant label, inspired by the history and landscape of Castell d"Encus
winery, reflecting the use of the vat- fermentation performed by the monks. The labelling will
also display the following information; the grape variety, vintage, actual alcoholic strength
(AAS), appellation of origin, nominal volume and allergenic ingredients. Information regarding
allergic content will be written in Norwegian. The fair-trade and organic certification label will
also be part of the labelling. Furthermore, the labelling will follow the legal regulations by EU
and the European Oenological practices applied in Norway'”.

2.2 Place

Our main USPs are high-end restaurants and hotels in the 4 and 5-star range. Apart from
the fact that the distributor will use his client base, we will hypothetically select 25 restaurants
and hotels across the four selected testing markets (most of them in Oslo). These HORECA
players are prestigious and well reputed in the market, aligned with our high-quality wines.
They also enjoy good reviews and ranking on TripAdvisor and other similar websites.

16 See Exhibit 17
17 See Exhibit 18
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For the restaurants, this will include the ones granted a Michelin star, or they should
have a four-dollar maximum ranking at Trip Advisor. Furthermore, they must have a reputation
for contemporary, international cuisine, aligned with our experimental wines. Yet, there should
be some use of ingredients which are organically grown and ethically sourced. In addition,
these restaurants are unprejudiced towards incorporating experimental wines from less-well
known regions around the word'®,

As for the hotels, we will be present in the high-quality and service-oriented hotels,
including Norway's most iconic hotels. The hotels enjoy high rankings in sites as Tripadvisor,
TripSavvy, and magazines as Condé Nast Traveller, and consist of award-winning hotel chains.
The hotels are furthermore characterized by beautiful design, either with contemporary or
traditional and majestically architecture, and offers fine restaurants with Nordic and
international cuisine.

We will include training of all managerial staff responsible for selling our wine in order
to make sure Castell d’Encus brands are properly communicated and distinguished from other
competitors through the emphasize of the winery’s location and history, as well as the
traditional and innovative approach which makes the wines unique. The training will include
information about the Talarn region, the unique features of the wine making process, grapes,
tasting notes, food and wine pairings, the desired temperature and other valuable
characteristics. This knowledge will be extended to the sales force of the distributor.

2.3 Promotion Policy

Castell d’Encus wines will be available for food paring menus offered by the restaurants
and the hotels. They will also be listed under the ‘my favorites’ list or in general be
recommended by serving staff when customers inquire any recommendations. Additional
promoting activities will include specialized magazines, wine fairs, members of wine clubs and
the Sommeliers associations and featured in blogs of wine and food enthusiasts.

2.3.1 Message & Communication tools

The message we want to convey to the consumers in the experimental segment is the
story behind Castell d'Encus, its devotion to high-quality and experimental wine making
process, thus making the tasting of our wine, a cultural experience. Castell d"Encus brand image
shall reflect experimentality, quality and authenticity. In order to reach our experimental
segment, we will use specialized magazines (both online and traditional) wine fairs and wine
clubs.

Castell d’Enctis will be present in all magazines covering rankings by Parker. An
example of a specialized wine magazine we will use is Vinum, which specializes in the
marketing of wines from less well-known regions.

Castell d"Encus will attend wine fairs as for instance “Viner Fra Spania” (Wines from
Spain), an annual event held in Oslo representing some of the best wines from Spain. "Bergen
Food" and "Wine Festival” held each September and the "Biodyvin Professional Wine Tasting”
will also be attended. Additionally, we will incorporate Castell d’Encus in wine clubs like

18 See Exhibit 19
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"Mathallen", associations like the "Norway's Sommeliers Association” and other well reputed
wine and food bloggers.

Additionally, and in collaboration with our distributor we will offer to key HORECA
players a small rappel discount to make our initial offer attractive and create a satisfactory
relationship with our restaurant and hotel clients.

2.3.2 Budget

Table in Exhibit 20 encapsulates the marketing budget for years 2018/2019 and
2020/2023 for all the wines that Castell d’Encus will bring to the Norwegian market.

2.4 Price Policy

When defining the prices offered to our distributor, production costs are taken into
consideration in order to establish a profitable yet fair price for each bottle!®. Since we will
operate on B2B level, it is only the prices set to the distributor that will have a monetary impact.

The margins for the distributor and the restaurants will vary depending on their practices
and agreements among and are not that relevant for Castell d’Encus profitability. Castell
d’Encus cannot control the final price offered to consumers in the HORECA establishments,
but by setting the ex-cellar price (price at which the winery sells to the distributor) the final
price for the consumer is severely affected and we can position the wines in the desired
segment?’,

In the wine industry it is common to find that the winery is left with low margins
compared to the distributor and especially when compared to the restaurants, the latter being
the one getting the highest share of margin from each bottle sold to the final consumer (Tyler
Colman, 2014). Moreover, in the specific case of Castell d’Encus, the distributor is expected to
have such a high margin®' in order to make a good start into the partnership and also because
they are spending half of the marketing budget to promote our wines. According to the
production costs and all the above mentioned, the prices at which Castell d’Encts will sell to
the distributor can be found under Exhibit 23.

VII. FINANCIAL ANALYSIS?*

1. Sales Forecast
See Exhibit 24

Considering that we will be present in 25 restaurants and hotels carefully selected along

with our distributor, a practical approach was considered in order to come up with the
quantitative targets for the four different bottles Castell d’Encts will introduce in Norway.
Taking into consideration the increasing wine consumption and consumer patterns where
people are eating more frequently at restaurants, we expect to sell an average of 24 bottles a
month per restaurant during the first year, that is, a total of 600 bottles per month in all 25
restaurants. In annual terms, that is a total of 7.200 bottles. Breaking it down, we forecast to

19 See Exhibit 21

20 See Exhibit 22 for a guiding example on Thalarn 2014 and expected gross margin distribution for each player.
2! See exhibit 22 again.

22 Disclaimer: since all receivables will be hedged and production will take place in Spain, the financial analysis
has been performed with functional currency set to EUR in order to be able to perform a proper evaluation.
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sell 5.040 Thalarn 2014 (70%) and 2.160 Ekam 2017 (30%) respectively. For the following
years, a conservative and cautious approach was followed. We expect to grow 1% more each
year with respect to the growth of the previous one. This is due to the fact that we are going for
a margin strategy where growth takes place in terms of higher prices rather than higher
volumes. We believe this growth is realistic as sales are heavily supported with a tailored
marketing plan together with the distributor.

The two new bottles introduced in 2023 will suppose a sharp increase in total sales for
that year. We expect sales to grow at a faster rate for the two new products because the
Norwegian consumers will already be familiar with the company and the quality of its wines
after four years of presence in the territory and our marketing efforts.

The expectancy is to reach 309.472,95€ worth of total sales by 2025, with the full
catalogue of products present in Norway by then.

2. Income statement
See Exhibit 25

Income statement has been calculated from 2018 onwards. The first year is purely

investment, especially in terms of marketing, the main area to support and promote the
launching of Ekam 2017 and Thalarn 2014 the following year. Marketing expenditure numbers
are not the total budget for marketing as shown under Exhibit 20 but half of that number, since
the distributor will assume the other half. Marketing expenditures will be increased in 2022 in
an attempt to promote the launching of the two new bottles (Sabarissos and Seros) the following
year.

In terms of COGS, a breakdown per bottle can be found in Exhibit 25. One must note
that production costs and expected revenues in the wine industry are very volatile, especially
when it comes to the grape price and the final harvesting volume, as many uncontrollable
factors may play a role.

For the rest of costs, such as wages, rent, depreciation, transportation, travel or
insurance, we assumed a fixed percentage (10%) of the total costs of Castell d’Encus (parent
company) as our own to make the expansion to Norway. In terms of interest, no percentage was
considered because the department expanding to Norway will receive funds from the parent
company equity at no cost and will return them during the following 7 years.

Whereas the first year of the expansion project presents losses due to the fact that the
bottles are not yet present in the Norwegian market, the second year break-even is reached and
the trend is positive with a slight drawback in the year 2021-2022 due to the increase of
expenses to launch the bottles the following year, as previously stated. Despite that, the increase
in total profit from operations from 2023-2024, the first year with the two new bottles in the
Norwegian market, represents an increase of 24.75% with respect to the previous year.

3. Cash-flow statement and funding

See Exhibit 26

The expansion to Norway will require an initial investment of €110.000 that will be
funded by Castell d’Encus itself from its equity funds. 14.28% of those funds will be returned
to the parent company every year, meaning that all funds will have been returned by the end of
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2025. The expected internal rate of return (IRR) is expected to be of 10.54% as seen in Exhibit
26.

The company reaches break-even in terms of positive cash flow generation by the
second year. Despite that, due to the characteristics of the wine industry, in 2021 a punctual
negative cash-flow is expected. This is due to the increase in investment in cellar equipment
needed to produce the new vintages of each bottle. Cash-flow experiences many turbulences
during the period due to the huge investments needed when producing new vintages of each
bottle. Nonetheless, special attention has been paid to avoid running into negative cumulative
cash-flow.

4. Hedging the currency exchange risk

Exchange rate risks will exist even despite not having physical presence in Norway
because Castell d’Enctis will be getting receivables from the Norwegian distributor
denominated in NOK which will then be exchanged into EUR. Risks will be purely
transactional, as contractual transactions will be invoiced in a currency different than the one
in the home country. The risk regarding the movements in the pair NOK/EUR will directly
affect the final amount of EUR from NOK receivables. Exchange rates risks are take into
account and will be hedged against in order to reduce uncertainty and provide stability
regarding cash flow.

In the last 5 years, the NOK has depreciated against the EUR?: standing at 0.13
EUR/NOK around the end of 2012 and currently standing at 0,10 EUR/NOK (03-05-2018).
The main reason behind this is the performance of crude oil Brent prices, given Norway’s
economic dependence on this sector?*,

In this sense, either the NOK depreciates further, it appreciates against the EUR or it
keeps stability. If the current trend goes on, the NOK might keep losing value and it would go
against the company’s interests because more NOK would be needed to purchase a unity of
EUR. The company would need to find alternative strategies to overcome the negative effects
that this downtrend could produce for the business in Norway. Another scenario is that the
downtrend that has been going on since 2012 reverses and the NOK starts gaining strength
against the EUR. This would be positive for Castell d’Encts because when exchanging the
receivables denominated in NOK into EUR the company would end up with a higher amount
of EUR compared to the previous scenario. In worst case, the value in EUR of the receivables
can decrease or even erase the margin from the operation itself. However, there are different
alternatives available to hedge this transaction exposure. Considering the financial structure of
Castell d’Encus, the most suitable strategy will be to hedge the exposure completely to allow
for more accurate forecasts of future cash flows needed, that is, the amounts that will need to
be financed denominated in local currency. According to our forecasts®’, the quantitative targets
for the first year of expansion to Norway is to sell an amount equivalent to 1.952.139,42 NOK.
The objective is to hedge entirely (100%) those receivables in NOK from the distributor.

23 See exhibit 27
24 See exhibit 28
25 See exhibit 24 again.
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The strategy for Castell d’Encus is rather conservative as margins from sales to the
distributor are tight and volatility in the FOREX market could end up erasing the profits from
operations. A lagging option is discarded from the very beginning due to being too risky and
too dependent on the forecast for the pair. It could lead to situations of stress and uncertainty
in terms of cash flow management. Regarding the possibility of a money market hedge, we also
discard the alternative due to the implicit administrative costs that it would have given the lack
of presence of the company in Norway. Further, going for an option strategy would offer the
company a safety net by offering a minimum EUR value to the company for the transaction,
however, the costs associated are too high.

Considering the high-risk aversion profile of the company and the low margins per
operation, using forward contract is the preferred strategy. Forward contracts would allow
Castell d’Encus to lock in a specific exchange rate at which it could sell the amount in NOK in
exchange for EUR of the receivables from the distributor. By doing so, uncertainty would be
reduced as the company will already know beforehand the amount of EUR that it will receive
for that sale?® ensuring a fixed quantity to be received in exchange for each sales operation.
Moreover, considering the fact that these operations will take place on a constant basis,
reaching an agreement for a fair forward rate with a commercial bank seems feasible.

VIII. CONCLUSIONS

This expansion to Norway is in line with Castell d’Encts' mission of becoming a
benchmark within the high-quality experimental wines in Europe. By entering the niche market
of experimental wine, targeting the open, lesser price sensitive and quality oriented Norwegian
consumer, and taking advantage of the opportunities for smaller wineries and premium prices
in the HORECA market, Norway may serve as an entry door to other highly regulated markets
in the Nordic countries in the future.

By building a partnership with a Norwegian distributor, the company also becomes less
dependent on the Spanish market and thus diversifies its risk. They furthermore gain invaluable
experience in how to build collaborative international strategic alliances which might turn out
useful for future growth.

The expected low margins and the high levels of taxation in Norway make this
expansion a challenge. Despite that, the rewards in terms of reputation and prestige that Castell
d’Encus will earn, is worth the effort. Moreover, the relatively low initial investment required
(110.000€) as well as the 10.54% expected IRR makes this adventure even more attractive.

26 (receivables x forward rate)
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https://winefolly.com/review/how-sparkling-wine-is-made/
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X. APPENDIX

Exhibit 1: Costers del Segre (DO)

+ Pallars Jussa

~Mos¢ de Segre
‘ * Segria
. * Raimat Uma""

oL SEGRE

Source: Turismedia (hitp://www.turismedia.com/pallars_jussa_costersegre.html)

Exhibit 2: Objectives timeline

2019 2022 2023
Ekam & Thalarn Sabarissos & Sabarissos &
launching Seros grapes Seros launching
(HORECA) harvesting (Late (HORECA)
+ August)
Sabarissos &
Seros grapes
plantation

Source: own elaboration
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Exhibit 3: PESTLE of Spain

POLITICAL

TECHNOLOGICAL

Parliamentary democracy &
constitutional monarchy
Regional Governments (CCAA)
Political crisis:
o Independence of Catalunya
o Recent impeachment
Positive outlook (rating agencies)
o S&P: BBB+
o Fitch: A-

2,23% of GDP spent on R&D (2015)
(World Bank)

3" EU country in terms of installed
hydroelectric power (

4™ worldwide country in wind power
generation

1*" in Europe within reuse of treated
water (Marca-Espafia, 2014)

ECONOMIC

ENVIRONMENTAL

Economic recovery ongoing:
expected growth rate 2,3% in 2018,
2,1% in 2019

4™ Jargest economy in the Euro Zone
GDP per capita: €24.045

National laws regarding packaging
waste

o EU legislation framework
Fee vis-a-vis packaging wastes and
landfill taxes applied on municipal

(FocusEconomics) waste

Structural unemployment: 19.2% - Increase towards eco-labelling of
(2016) (OECD) products

Free trade across EU countries & - 0,8% of total GDP on environmental
EEA expenditure

SOCIAL LEGAL

5 largest EU country in terms of
population: 46.549.045 people
(2017)

Gini Index: 34.5 (2016) (INE)
HDI index: 0.884 points (UN)

Stringent labelling regulations
regarding alcohol, especially on
wine

Allergen labelling

Organic certification

Source: own elaboration
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Exhibit 4: EU-Norwayv Trade Flow

EU-Norway: Trade in goods
100

Billions
o

R 2015 2018 2017

Years

B EU imports @ EU excorts [l Balance

EU-Norway: Trade in services

40
:D I I I
’ 2014 2015

4R

Billions

Years

M EU imports @ EU excorts [l Balance

Source: European Commission

( http.//ec.europa.eu/trade/policy/countries-and-regions/countries/norway/)

Exhibit 5: Where does Norway Import Wine from? (2016)

Where does Norway import Wine from? (2016)

TOTAL: $478M

Germany Netherlands Chile

en == United
Portugal e States

Source: Knoema. "Norway Index of Economic Freedom." World Atlas Data. (Accessed May

4,2018)
(https://atlas.media.mit.edu/en/visualize/tree_map/hs92/import/nor/show/2204/2016/)
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Exhibit 6: Norwav’s Alcohol Tax

FIGURE 1
Alcohol tax

In order to calculate the alcohol tax, you must know the alcoholic strength of the beverage you
wish to import. There are five different tax rates:

Tax rates for alcohol tax (rates from 2018)

Alcoholic beverage Alcohol by volume NOK
Spirits based 2bove 0.7 7.58 per percentage alcohol by volume
and litre
Light beer and other gbove'0.7 up to and 3.39 per litre
beverages including 2.7
Light beer and other above 2.7 up to and .
beverages including 3.7 12.74 per litre
above 3.7 up to and .
Beer and other beverages including 4.7 22.07 per litre
. above 4.7 up to and 4.94 per percentage alcohol by volume
Wine and strong beer including 22.0 and litre

FIGURE 2

Some calculation examples of duties (rates from 2018)
Wine, one case (12 psc, 0.75 litre, 13% alcohol by volume)

Purchase price: NOK 600.00
Freight: NOK 300.00
Special taxes:

- alcohol tax, NOK 4.94 per percentage alcohol by volume and litre NOK 577.98
- environmental tax on beverage container (glass), NOK 69.48
NOK 5.79 per packaging unit

- base tax on single-use container, NOK 14.28
NOK 1.19 per packaging unit

VAT 25% NOK 390.44
Total due for payment: NOK 1952.18

Source:https://www.toll.no/en/goods/alcohol-and-tobacco/private-import/

Exhibit 7: Trade Channels for Wine in Norway

Premiurm wine market
in Nardic countries

Developing
country

Segments

State
rnonopoly

Online sales
by rronopoly

Devdoping

country
exporters

Importers

|
\
'
|
|
|
'
'
|
|
'
'
|
|
\
|
|
|
|
'
\
|
I
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|
|
|
|
'
'
|
\
|
'
|
|
I
'
\
|
I
\
'
|

e

Main distribution flow
Secondary distribution flow

Source: Exporting wine to the Nordic Market — CBI (Ministry of FA) (2016)

34



Exhibit 8: Vinmonopolet stores opening hours

Days Opening hours
Monday to Wednesday 10:00 — 17:00
Thursday and Friday 10:00 — 18:00
Saturday 10:00 — 15:00
Sunday Closed

Source: Vinmonopolet

Exhibit 9: Alcohol wholesalers in Norway, 2016-2017

Totalt salg
Hele aret Endring
Liter 2016 2017 Liter Prosent
Arcus Wine Brands 4142964 | 3828508 -314 457 8%
Arcus Norway AS 3746003 | 3552151 -193 852 5%
Pernod Ricard Norway AS 3500220 | 3246404 -253 815 7%
Einar A Engelstad AS 3083116 | 2979942 -103 175 -3%
Fondberg AS 2575370 | 2524052 -51 317 2%
Treasury Wine Estates Norway AS 2414567 | 2138792 275775 -11%
Symposium Wines AS 1969840 | 2062562 92723 5%
Excellars AS 2179177 | 2057423 -121754 6%
Winepartners Nordic AS 1880905 | 1883402 2497 0%
VCT Norweay AS 1629135 [ 1858313 229 178 14 %
Robert Prizelius AS 1842778 | 1679890 -162 888 9%
Moestue Grape Selections AS 1605 581 1664 140 58 559 4%
Diageo Norway AS 1633316 [ 1618417 -14 900 -1%
Autentico AS 1754428 | 1599 301 -155127 9%
Interbrands Norway AS 1722599 | 1591287 -13131 8%
Best Cellars AS 1513931 [ 1572689 58 758 4%
Concha y Toro Norway AS 1579523 | 1515113 -64 410 -4 %
Red & White AS 1663973 [ 1512072 -151 901 9%
Altia Norway AS 1345750 | 1478501 132 751 10 %
Vinordia AS 1459425 [ 147213 12705 1%

Source: Vinmonopolet
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Exhibit 10: Indirect Competitors Arcus Gruppen

DISTRIBUTORS

DESCRIPTION

Arcus
Wine Brands
AS

It represents the flagship division of Arcus-Gruppen and is the market
leader in the Norwegian wine market. They are serving both the wine
monopoly as well as the HORECA market and had a total volume
share of 6% in 2016. In fact, they are Norway’s largest supplier of
wine to the Vinmonopolet. Their strategy is to select the best quality
wines for Nordic consumers, import the wine in tanks and tap the wine
into bottles and Bag in Box in Norway, ensuring both the economical
and environmentally friendly aspect. The company is mainly a wine
importer but has had success with their own brands as well. They work
exclusively with in-house brands.

Vinordia AS

Group’s largest wine company in terms of turnover and holds a
volume share of 3 %. They are one of the leading wine companies in
the HORECA channel. Their product portfolio is very diversified, but
the main revenue is coming from the classic European wine-producing

countries.

Excellars AS

Holds a 3% volume share and is focusing on wine products tailored to
the Norwegian market. Recently they have shifted toward its own
controlled brands, whereas as one of them, has had the highest sales
in Norway in recent years.

Symposium Wines
AS

Established themselves as one of Norway's leading quality importers
and holds a 2% volume share. The company's founder, Sebastian
Bredal, is one of around 300 “Master of Wine” in the world and is
Furthermore the only one with this prestigious qualification among the
Norwegian import companies.

Vingruppen AS

Perceived as a unified, highly motivated organization with extensive
professional competence. The sales staff responsible for the HORECA
market works exclusively with wine and all staff members are
required to have undergone sommelier training and be qualified to
serve as an advisor to the customers. Their main strategy is to expand
through organic growth in its existing companies as well as through
acquisitions.

Vinuniq AS

Focuses on quality, and family driven vineyards. Their portfolio
consists of classic wines from Europe and more creative wine
styles from Latin America. For instance, they represent Raventos I
Blanc which makes wine in Sant Sadurni d’Anoia, west to Barcelona,
and Espelt located at the end of the Pyreenes; Emporda.

Source: Arcus-Gruppen, Annual Report, 2014.
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Exhibit 11: SWOT

STRENGTHS

WEAKNESSES

- Highly ranked wines (Robert Parker &
Peifiin)

- High quality and exclusivity

- Experimental and innovative production
procedures: cold/heat transfer processes and
fermentation in stone vats

- Attractive location: Catalan Pyrenees —
excellent sun exposure and high elevation
(850-1300m)

- Land capacity for further expansion

- Winery with history (monk vats)

- Experienced and reputed enologist Raiil
Bobet

- No brand awareness in Norway

- High capital requirements

- Limited financial resources for expansion
- No experience with monopoly markets
-Limited work force and production
capacities

OPPORTUNITIES

THREATS

- Strong and positive perception of Spanish

and small wineries among Norwegian
consumers

- Increased wine consumption in Norway

- Well established distributors to partner
with

- Knowledgeable consumers

- Small wineries are reluctant to enter the
complicated and highly restricted
Norwegian wine market

- Further expansion into other Nordic

countries in the long-term

- Fragmented and fierce competition in the
Norwegian wine market

- Other experimental wineries already
present and known in the market

- New World wines are attractive to the
target consumer

- Adverse climate conditions might affect
production. Ex: droughts.

- Uncertainty in production volumes

- Low level of control (no physical presence
in Norway)

- Exchange rate fluctuations

- Changes in long-term consumption
patterns

- Strict legal regulations

Source: own elaboration
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Exhibit 12: Stakeholder Map

Winery
employees

\ ?CASTEILD'E c

Wine experts /

Other

distributors

Other
experimental
wineries

Norwegian
wine
consumers

Rail Bobet

* Rankings (enologist)
(Pefiin/Parker)

* %k

PODIUM ~——__

Spanish
Consumers

ST T A

Vinmonopolet 1

Logistics
partner

Shareholders

DO (Costers
delSegre)

Norwegian
Government

Spanish

Social Media
Government

Civil society

Source: own elaboration

Exhibit 13: Export action plan timeline
FIGURE 1

Export Action Plan 2019

AUG 2018
PODIUM JUN 2019

WINES VISITS BIODYVIN
CASTELL PROFESSIONAL
D’ENCUS WINE TASTING

SEPT 2018
BERGEN WINE APR 2019
FAIR RAPPEL
EASTER
DISCOUNT

DEC 2018 JAN 2019

VINUM OSLO WINE
MAGAZINE + FAIR +

TRAINING/EDU THALARN

CATION OF (2014) & EKAM
HORECA (2017)

LAUNCHING
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FIGURE 2

Export Action Plan 2023

JUN 2023

DEC 2022 BIODYVIN
DISCOUNT FOR WINE TASTING

HORECA + SABARISSOS
+ SEROS
LAUNCHING

JAN 2023
WEB
MARKETING APR 202'3
WINE & FOOD NORWAY’S
BLOGER FEB 2023 SOMMELLERS
MATHALENSE ASSOCIATION

WINE CLUB

Source: own elaboration

Exhibit 14: Wine-making process
FIGURE 1

FERMENTATION

.'-_
.i'llll = w il
Au..

CONSUMPTION AGING FILTRATION

THE WINE MAKING PROCESS

Source: hitps.//oceania.ohaus.com/Ohaus/media/News/Australia/Wine-Making-Process.jpg

1. Harvesting the grapes: The winery incorporates manual labour in harvesting the grapes,
hand picking them and placing the grapes in 10kg boxes.

2. Extracting the juice. The grapes are placed in the destemmer where the stems are
removed, and the crushing and juice extraction process takes place.

3. Fermentation of the grapes which varies depending on the type of wine.
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Pressure

Filtration is done to remove any unnecessary residues such as dead yeast.

Aging. The duration of aging depends on the type of wine the winery wants to create
Bottling. Some wines will be ready for consumption after bottling, while others will be
left to further age inside the bottle.

8. Consumption.

N S L A

FIGURE 2
Age Red Wine White/Rosado Wine
Category
e Win_es under 15 months. No oak Wings under 15 months. No oak
ageing ageing
Crianza iayseka)lrs Lusteslhie it L 12 months (including 6 months in cask)
Reserva 3 years (including 1 year incask) 2 years (including 6 months in cask)
Gran Reserva gaysie;'s L e AE T 4 years (including 6 months in cask)

Source: Court of Master Sommeliers

Exhibit 15: Distributor KPI

KPI Description

Company Size & Brand Portfolio Distributor is small enough to focus on our brand
and represents a small number of high-end brands.

Shared Common Objectives Interested in building a long-term partnership to
build Castell d’Encus brand in Norway.

Interested in experimental wines Does not currently represent wineries working with
experimental wines.

Healthy Financial Stability Good credit history, profitability, payment history,
credit rating.

Similar Business Culture Value, quality, trust & transparency.

Marketing Capacity Size and skills of the sales force.

Strong connection and relationships | Knowledge and experience working with top
with HORECA players players in the HORECA market.

Source: own elaboration
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Exhibit 16: Logistics Map

; PODIUM WINES B
SKAN-1OG

Information Flow (order) -
3PL Physical Flow (bottles)

Source: own elaboration

Source: Castell d'Encus webpage (http://www.castelldencus.com/en/our-wines/)

Exhibit 18: Bottle Labelling Regulations
EU LABELLING REGULATIONS

PROTECTED DENOMINATION OF ORIGIN (PDO)
ACTUAL ALCOHOL CONTENT (AAS)
NOMINAL VOLUME
LOT NUMBER
IMPORTER DETAILS
ALLERGIC INGREDIENTS (SPECIFYING):
e CONTAINS SULPHITES (IF < 10 MILLIGRAMS OF SULPHITE/LITRE)

* EGG AND MILK PRODUCTS
® SUGAR CONTENT

OneEWNRE

** ANY INFO ON ALLERGIC INGREDIENTS WILL BE IN THE LANGUAGE OF THE IMPORTING COUNTRY.

Source: CBI

(https://www.cbi.eu/market-information/wine/denmark-finland-norway-sweden/nordic/)

41



Exhibit 19: Potential Restaurants & Hotels List

FIGURE 1
City
Oslo

Bergen

Trondheim

Stavanger

Source: Tripadvisor

Potential restaurants found

Statholdergaarden

Maaemo

hos Thea

Fjord Restaurant

Eik Annen Etage

Statholderens Mat & Vinkjeller
Arakataka

Klosteret Restaurant

Engebret Café

Restaurant Eik

1877

Bare Restaurant
Spisekroken

Colonialen Restaurant
Restaurant Cornelius

To Kokker

Lysverket

Potetkjelleren Restaurant

Rost Teaterbistro

To Rom og Kjokken
Fagn

Emilies Eld Restaurant & Bar
73 Bar & Restaurant

RE - NAA

Tango Restaurant

Sabi Omakase

Bolgen & Moi Stavanger
Spiseriet

Flor & Fjaerex
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FIGURE 2

City Potential hotels found

Oslo - Grand Hotel Oslo
- Hotel Continental Oslo
- The THIEF
- Hotel Rosenkrantz Oslo

- Scandic Holmenkollen Park
- Radisson Blue Plaza

- Thon Hotel Opera

Bergen - Hotel Bergen Bors
- Hotel Rosenkrantz Bergen
- Hoteln® 13

Trondheim - Clarion Hotel & Congress

- Scandic Nidelven
- Britannia Hotel

Stavanger - Clarion Hotel Stavanger
- Radisson Blue Atlantic

Source: Tripadvisor
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Exhibit 20: Marketing Budget
EXPORT MARKETING BUDGET

Marketing Budget: Thalarn 2014 & Ekam 2017 (2018-2019 year)

MONTH/YEAR cTy ACTIVITY PROMOTION BUDGET
Distributor Weekend
Aug-18 Talarn, Lleida getaway to Castell

d'Encus € 2,500.00
Bergen Food & Wine

Sep-18 Bergen, Norway . o stival (Tasting Village) €  5,000.00
Specialized Magazine

Dec-18 "Vinum" €  5500.00
Wine Fair "Viner Fra

Jan-19 Oslo, Norway Spania” € 5,000.00

April ) Rapell Discount Easter € 2,500.00
Biodyvin Professional

Jun-19 Oslo, Norway Wine Tasting € 4,000.00

TOTAL € 24,500.00

Marketing Budget: Sabarrisos & Seros (2022-2023 year)

MONTH/YEAR cTy ACTIVITY PROMOTION BUDGET
Every new wine
paired with food
X from the
Dec-22 Dlscount:(r;::ahases fox resatuarant, you € 4,000.00
earn 10% discount
on the next monthly
order
Web-marketing "Digital
Jan-23 Wine & Food Bloggers" € 10,000.00
Feb-23 Mathallens Wine Club € 7,000.00
Apr-23 Norway's SommelierS € 6,000.00
Association
Jun-23 Oslo, Norway ~ Siodvvin Professional € 500000
Wine Tasting
TOTAL € 32,000.00

Source: own elaboration

Exhibit 21: Production Costs, Ex-cellar price & Margin per bottle

Assuming that to produce a bottle of wine 1kg of the selected variety of grape is needed (extra
quantity of grapes is always purchased to cover contingencies that might arise). Quantity of
bottles was adjusted to forecast of sales for 2019 (Thalarn & Ekam) and 2023 (Sabarissos and
Seros), that is, the launching year for each bottle. Prices were considered in € since production
takes place in Spain:

Grapes (Syrah, 6t) 4,40 €
Overhead costs 5,00 €
Oaking 2,50 €
Bottle 0,60 €
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Label 0,15 €
Cork 0,20 €
Foil Capsule 0,15 €
Bottling 0,20 €
Marketing 1,11 €

14,31 € 135,96 NOK
30,00 € 285,02 NOK
15,69 € 149,07 NOK

4.400 €
26.400 €

Grapes (Riesling & Albarifio, 40t) 4,33 €

Overhead costs 4,50 €

Oaking 2,50 €

Bottle 0,60 €

Label 0,15 €

Cork 0,20€

Foil Capsule 0,15 €

Bottling 0,20 €

Marketing 1,11 €
13,74 € 130,52 NOK
25,00 € 237,48 NOK
11,26 € 106,96 NOK

3.700 €
5.550€

Grapes (Syrah, 2,2t) 4,48 €
Overhead costs 5,00 €
Oaking 2,50 €
Bottle 0,60 €
Label 0,30 €
Cork 0,20 €
Foil Capsule 0,15 €
Bottling 0,20 €
Marketing 1,20 €

14,63 € 165,45 NOK

20,00 € 189,94 NOK

5,37€ 24,49 NOK
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4.400 €
9.680 €

Grapes (Pinot Noir, 1,1t) 3,02 €
Overhead costs 6,50 €
Oaking 2,50€
Bottle 0,60 €
Label 0,35 €
Cork 0,20 €
Foil Capsule 0,15 €
Bottling 0,20 €
Marketing 1,20 €

14,72 € | 165,45 NOK
18 € 170,88 NOK
3,28 € 5,43 NOK

2.800 €
3.080 €

Source: own elaboration.

For the prices of the different components, the following sources were used: vineyard and
winery sales; widgetCo; Juvasa; icespedes; ArtisanBarrels.

Exhibit 22: Price Reconstruction Model & Gross Margin for Thalarn, 2014

(example)
—
CASTELL D'ENCUS 940 (Restaurant Price)
HORECA players sell to the + 235 (VAT)
final consumer for NOK 940 + + 48,16 (Alcohol Tax)
é VAT (25%) + Alcohol Tax + < + 5,79 (Env. Tax) >

Environmental Tax + Single + 1,19 (Single use

Ex-cellar Price: use container tax = container tax)

NOK 285,02/Bottle NOK 1230,14 oK 175004

(NOK 3420,24/case) n ’ Y,

Podium Wines

(distributor) ’ Restaurant Final Consumer
. Distributor sells to . Pays NOK 1130, 14/bottle,
restaurants for being the one incurring
NOK 550/bottle the VAT & other special
(NOK 6600/case) taxes
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Costs Price sold Margin % Margin
Ex-cellar Non-considered for 285,02 NOK| 285,02 NOK 30,32%
gross margin
Distributor 285,02 NOK| 550,00 NOK| 264,98 NOK 28,19%
Restaurant 550,00 NOK| 940,00 NOK| 390,00 NOK 41,49%
Final price
(excluding VAT 940,00 NOK
& other taxes)

Source: own elaboration

Exhibit 23: Prices to the distributor

PRODUCT CASE BOTTLE
Thalarn 2014 NOK 3420,24 (360€)  NOK 285,02 (30€)
Ekam 2017 NOK 2854,08 (300€)  NOK 237,84 (25€)
Sabarissos 2022 NOK 2279,28 (240€)  NOK 189,94 (20€)
Seros 2022 NOK 2050,56 (216€)  NOK 170,88 (18€)

Source: own elaboration

Exhibit 24: Sales forecast (# bottles, €) & Expected Growth for 2019-2025
FIGURE 1

Sales forecast (# bottles) for 2019-2025
period
14.000 7%
12.000 6% 6%
10.000 5%
8.000 4%
6.000 3%
4.000 2%

2.000 1%

. 0%
2019 2020 2021 2022 2023 2024 2025

i TOTAL (bottles) @ Ekam & Thalarn Sales growth (%)

Sabarissos & Seros Sales growth (%)

Source: own elaboration
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FIGURE 2

Expected sales in # of 2019 2020 2021 2022 2023 2024 2025
bottles (Yearly)
Ekam
2.160 2.182 2.225 2.292 2.384 2.503 2.653
Thalarn
5.040 5.090 5.192 5.348 5.562 5.840 6.190
Sabarissos -
- - - 1.916 1.974 2.072
Seros -
- - - 821 846 888
TOTAL (bottles)
7.200 7.272 7.417 7.640| 10.683| 11.162| 11.804
Ekam & Thalarn Sales 0% 1% 2% 3% 4% 5% 6%
growth (%)
Sabarissos & Seros Sales 0% 0% 0% 0% 0% 3% 5%
growth (%)
Source: own elaboration
FIGURE 3
Expected SALES (in €) 2019 2020 2021 2022 2023 2024 2025
Ekam
54.000,00€ 5454000€ 55.630,80€ 57.209,72 € 50.501,71 € 62.57130€ 66.325,58 £
Thalarn
151.200,00 € 152.712,00 € 155.766,24 € 160.436,23 € 166.856,80 £ 175.19964 € 18571161 €
Sabarissos
38.325,00 € 39.47475€|  41.44849¢
Seros
1478250 € 15.22598€ 15.087,27 €
TOTAL EUR 205.200,00€ | 207.252,00€ | 211.357,04€ | 217.73895€ | 279.556,01€ | 292471,66€ | 309.472,95€
UNIT PRICE (in €)
Ekam 25 €
Thalarn 30€
Sabarissos 20 €
Seros 18 €

Source: own elaboration
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Exhibit 25: Income Statement & COGS breakdown (2018 — 2025)

FIGURE 1
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Source: own elaboration
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FIGURE 2

38G°0EY"'89T | 399°98Z°6ST | 3 €8°GOV'ZST | 3 v¥'T0°80T | 38T'S/8'YOT | 3T8'8T8°Z0T | 3 08°008°TOT ¥N3 V10L
3V0VL0'ET  [39V'TISY'ZT  |308°880°CT  [300°0 3000 3000 3000 503§
3/S'6TE0E |38L'G/8'8T |3vL'¥E0ST |3 - 3 - 3 - 3 - sossueqes
3VV'Y8S'88 | 3EC'0LSE8 | 369°065°6L |3TS'6TS9L | 30S00E L 379'EY8'TL | 30vTTTU wiejeyy
3VCTSY'OE | 36T°68EVE | 3T9'TSLTE | 3E6'T6V'IE | 369VLS0E 38T'SL6'6C | 30v'8L9°6T wey3
520 20T £20C 7207 1207 0202 6107 (smoq/isod
X S3[N0q#) 3 ul 150D papadxy

32UV 013§

3E90T sossueqes

3TEVT wiejeyy

3VLET wey3

3n0q 12d 3500

Costs per bottle can be seen under exhibit 22.

Source: own elaboration
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Exhibit 26: Cash Flow (2018-2025) & IRR

FIGURE 1
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FIGURE 2

YO bl Y2 Y3 Y4 Y5 Y6

Y7

Y8

- 110.000,00 € |-42.660,00 € | 25.904,40€ | 28.479,89€ | 30.046,39€ | 29.630,63 € | 39.922,63 €

46.293,75 €

52.186,78 €

IRR = 10,54%

Source: own elaboration

Exhibit 27: NOK/EUR Historical Exchange Rate Fluctuations (2008-2018)

| NOKEUR=X 0.1037 X

2012 Jul 2013 Jul 2014 Jul 2015 Jul 2016 Jul 2017

Source: Yahoo Finance

Exhibit 28: NOK correlation to Brent crude performance

USDNOK vs. Brent Crude
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Source: Bloombaerg and Saxo BankStrategy & Research

Source: Bloomberg and Saxo Bank Strategy & Research
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