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DEFINITIONS

Depending on the context, the terms “CDON Group” or “the Company” in this prospectus refer to 

CDON Group AB (publ), corporate registration number 556035-6940, or the group of companies 

of which CDON Group AB is the parent company. The term “the Group” refers to the group of 

which CDON Group AB (publ) is the parent company.

The terms “Entertainment”, “Fashion” and “Sports & Health” in this prospectus refer to the Com-

pany’s business areas Entertainment, Fashion and Sports & Health, respectively.

The term “MTG” in this prospectus refers to Modern Times Group MTG AB (publ), corporate regis-

tration number 556309-9158, which before the distribution owns all shares in CDON Group.

The shares in CDON Group are to be distributed by MTG to MTG shareholders. This prospectus 
has been prepared for the forthcoming listing of CDON Group’s shares on Nasdaq OMX Stock-
holm. The shares in CDON Group are not listed on any market, nor has such listing been sought 
in any country other than Sweden. This prospectus has not been prepared for a public offering, 
nor does it constitute an offer or invitation to purchase securities.

This prospectus may not be distributed to or in any country where such distribution 
requires additional registration or measures additional to those required by Swedish law or 
where such distribution contravenes regulations applicable in that country. The shares have not 
and will not be registered under the United States Securities Act of 1933 nor under any provin-
cial legislation in Canada.

This prospectus provides information about forward-looking assumptions which are subjec-
tive estimates and projections. “Expected”, “assumed”, “should”, “anticipated” and similar 
expressions are used to indicate that the information is to be regarded as an estimate or fore-
cast. Estimates and forecasts are made on the basis of information that contains both known 
and unknown risks and uncertainties. No assurance, explicit or implied, is made that the stated 
estimates and forecasts for the future will be realised. Factors that could lead to the assess-
ments stated in this prospectus not being realised include trends in demand and the economy 
in general, operating costs and the development of CDON Group’s activities. This prospectus is 
subject to Swedish law. Disputes regarding the contents of this prospectus or any related legal 
matters shall be settled in a Swedish court of law.

This prospectus has been registered with Finansinspektionen (the Swedish Financial Supervi-
sory Authority) in accordance with the provisions of chapter 2, section 1, of the Financial Instru-
ments Trading Act (1991:980). Registration does not imply that the Authority guarantees that the 
factual information in this prospectus is accurate or complete.
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SUMMARY

OpErATIONS IN BrIEF

The launch of CDON.COM in 1999 became the foundation for 

today’s CDON Group. CDON Group has grown significantly 

since then, by broadening its product range and launching new 

internet stores, as well as through acquisitions. Today the Com-

pany comprises eight internet retail stores and is a prominent 

operator in the Nordic e-commerce market. CDON Group’s 

offering comprises films, games, music, books, toys, consumer 

electronics, clothing, shoes and food supplements. The product 

offering includes physical products as well as digital products 

for downloading and streaming. The Group’s customer list 

contains more than two million active customers.

CDON Group is divided into the following three business 

areas.

Entertainment  � operates via the internet stores 

CDON.COM, BookPlus.fi and Lekmer.com1. In 2009 Enter-

tainment accounted for 76 per cent of CDON Group’s net 

sales and 74 per cent of operating income. Net sales growth 

over the last twelve months was 18 per cent.2

Fashion �  operates via the internet stores Nelly.com, 

LinusLotta.com and Heppo.com3. In 2009 Fashion ac-

counted for twelve per cent of CDON Group’s net sales and 

6 per cent of operating income. Net sales growth over the 

last twelve months was 124 per cent.2 

Sports & Health �  operates via the internet stores 

Gymgrossisten.com (Fitnesstukku.fi in Finland) and 

Bodystore.com. In 2009 Sports & Health accounted for 

twelve per cent of CDON Group’s net sales and 21 per cent 

of operating income. Net sales growth over the last twelve 

months was 32 per cent.2

Source: CDON Group.
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1 The internet store was acquired in March 2010.
2 Refers to period 1 October 2009–30 September 2010.
3 The internet store was launched in August 2010.
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THE MArKET IN BrIEF

The Nordic e-commerce market is in an early phase of develop-

ment and accounts for approximately 3.8 per cent of the total 

Nordic retail sector, which was estimated to approximately SEK 

1,600 billion in 2009. Compared to more developed e-commerce 

markets such as the USA, e-commerce penetration1 in the Nordic 

countries is still at low levels. According to Forrester Research, the 

penetration of e-commerce in the USA was 6.0 per cent in 2009.

The total Nordic distance selling market is estimated at ap-

proximately SEK 75 billion. Of the total distance selling market, 

the Nordic e-commerce market is estimated at approximately 

SEK 62 billion. Sweden and Denmark are considered to be the 

largest individual e-commerce markets, each with annual sales 

of SEK 18 million in 2009.5

Euromonitor estimates that Nordic e-commerce will continue 

to report double-digit growth (a compound annual growth rate, 

CAGR, of eleven per cent) over the next four years. Finland 

is forecast to report the highest percentage growth, mainly 

because e-commerce is not as highly developed as in the other 

Nordic countries. 

BuSINESS CONCEpT, VISION AND OBjECTIVES 

Business concept 

CDON Group’s business concept is to take advantage of the 

ongoing migration of sales from traditional retail to e-commerce, 

by using its established, scalable and efficient internet retailing 

platform to develop a portfolio of market leading internet stores. 

Source: 1 Forrester Research. 2 HUI. 3 HUI and CDON Group.
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Source: Euromonitor International.
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Vision

CDON Group will be a driver of the migration of sales from tra-

ditional retail to the internet and become a leading e-commerce 

player in each of its operating market segments.

Objectives

CDON Group’s objective is to generate sustainable and long term

shareholder value.

The Group will continue to grow organically at least in line  �

with the growth of each of its operating market segments in 

each of its territories1 and, in addition, to start-up or acquire 

new brands. 

The Group will also generate marginals that are at least in  �

line with the average of its competitors in each of its operating 

market segments2, when excluding the impact of new start-

ups and acquisitions.

Dividend policy 

CDON Group is a growth company and therefore plans to 

continue to reinvest its profits in the ongoing development and 

expansion of its operations. The timing and size of any possible 

future dividends will depend on the Company’s future results, 

financial position and investment opportunities. 

STrATEgy OVErVIEw

CDON Group intends to grown and improve its profitability 

through three general strategies.

Growth �

Continuous profitability improvements �

Exploit synergies among the various internet stores �

growth

The online retail sector is in a nascent stage in the markets 

where CDON Group is active. There is an underlying mar-

ket growth as e-commerce becomes a more common and 

established sales channel. The consumer shift from traditional 

retailers to the internet will benefit the companies that are well-

positioned with leading internet stores which offer a compre-

hensive product range. 

Organic growth: �  CDON Group’s growth has historically 

been mainly organic. Having well-positioned internet stores 

and an attractive product offering in growing markets, the 

Company will continue to pursue organic growth within 

existing and new markets. CDON Group sees good oppor-

tunities to achieve organic growth by broadening its product 

1 See “Product markets” in section “Market overview”.
2 See “Competitive landscape” in section “Market overview”.
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range within existing internet stores while taking advantage 

of the Company’s business model, where a growing active 

customer database can be exposed to a larger and broader 

product range from several stores within the Group. 

Geographic expansion: �  CDON Group is planning for a 

continued pan-Nordic expansion of the Company’s internet 

stores, for which existing IT and logistics solutions will facili-

tate the implementation.

Strategic acquisitions: �  CDON Group has acquired and 

integrated five companies since 2007. Gymgrossisten.com 

and Nelly.com are both examples of the Company’s ability to 

successfully add new product segments through acquisition, 

where growth in acquired companies is accelerated through 

an improved product offering and economies of scale, by 

becoming part of CDON Group and expanding geographi-

cally. Acquisitions will be a growth driver in the future as well, 

both to consolidate existing markets and to enter into new 

segments and geographic markets.

Own start-ups: �  The launch of the new internet store 

Heppo.com in the third quarter of 2010 within the Fashion 

business area is an example of how CDON Group uses ex-

isting IT infrastructure, logistics solutions and internal know-

how to launch start-ups with limited investment needs.

Continuous profitability improvement

CDON Group aims to improve profitability as the Company 

grows and expands its stores’ product range in more geo-

graphic markets. The Company has operational objectives 

intended to create a positive development of margins in the 

coming years.

Scalable business model: �  By exploiting the above-men-

tioned synergies while the Group is expanding, manage-

ment sees opportunities to drive a positive development of 

margins within existing and new markets.

Transition to products with higher profitability: �  In recent 

years the percentage of sales that originates from the busi-

ness areas Sports & Health and Fashion has grown sharply. 

CDON Group intends to continue to pursue this trend with 

an increasing percentage of sales of higher margin products, 

such as clothing and food supplements. 

Transition to own brands: �  Developing and launching own 

brands is an important component of the Company’s 

strategy. Management sees good opportunities to continue 

to build the Company’s brands and strengthen customer 

loyalty and to increase the number of repeat customers by 

offering attractive own brands, including “Nelly” and “Star 

Nutrition”. 

Exploit synergies among the various internet stores 

CDON Group’s operations are based on several internet stores 

which operate through a common corporate structure. This 

provides the Company with opportunities to achieve economies 

of scale in several areas.

Purchasing: �  Economies of scale in purchasing supplier 

services and goods for sale. 

Marketing and sales: �  Economies of scale when purchasing 

advertising space, optimisation of SEO/SEM investments1 

and a customer list with more than two million e-commerce 

consumers make it possible to direct offerings to specific 

customer groups based on demography and purchasing 

behaviour.

IT: �  Scalable IT infrastructure with respect to equipment, 

monitoring and business systems, as well as website devel-

opment, where newly developed or improved functions can 

be reused in several internet stores within the Company.

Daily operations: �  Coordination of functions, logistics infra-

structure and formalised procedures for business practices, 

control, logistics and contract negotiations.

Common strategy and financial flexibility: �  Coordination 

of strategies between the Company’s business areas com-

bined with financial capacity to use own cash flows to carry 

out start-ups, geographic expansion of existing web sites 

and add-on acquisitions. 

1 Search engine optimisation (SEO) and search engine marketing (SEM); see “Marketing” in section “Market overview” for further information.
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Group
(SEK million)

January– September Full year

2010 2009 2009 2008 2007

Operating revenue and income

Net sales 1,441 1,131 1,746 1,286 910

Gross income 281 232 269 192 132

Operating income before depreciation and amortisation (EBITDA)1 101 79 131 88 80

Operating income (EBIT)1 97 74 125 83 79

Income after financial items2 82 64 113 75 91

Net income from continuing operations 64 45 80 49 63

Net income for the period3 64 45 80 49 104

Profitability and related ratios

Gross margin 19.5% 20.5% 15.4% 14.9% 14.5%

EBITDA margin 7.0% 7.0% 7.5% 6.8% 8.8%

Operating margin 6.7% 6.6% 7.2% 6.4% 8.7%

Return on capital employed4 44.1% 28.5% 37.5% 25.9% 38.2%

Return on equity2, 4 62.0% 31.3% 49.8% 24.9% 33.2%

Capital structure and related ratios

Net debt (+) / Net cash (–) -81 -43 –15 –42 –245

Equity/asset ratio 42.5% 36.2% 1.1% 25.1% 36.1%

Operational key ratios 

Number of visits, thousands 76,683 62,348 88,041 63,460 53,702

Number of orders, thousands 3,154 2,616 3,933 3,154 2,827

Average shopping basket, SEK 442 409 421 409 372

FINANCIAL OVErVIEw

1 CDON Group has historically been able to utilise unsold advertising airtime on channels of Viasat, a company related to MTG, at a discount to the prevailing market price of sold 
advertising airtime of corresponding type. This discount is estimated to have amounted to SEK 15 million during the first nine months of 2010, and approximately SEK 14.5 mil-
lion during the same period in 2009 (approximately SEK 20 million for the full year 2009). 

2 In September 2010, CDON Group was recapitalised; see section “Capital Structure and Refinancing”.
3 Net income in 2007 included profit from discontinued operations of SEK 41 millions.
4 Based on the four last quarters. 
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OpErATINg KEy rATIOS

Source: CDON Group. 

Source: CDON Group. 

Source: CDON Group. 
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OVErVIEw OF rISK FACTOrS

A number of factors affect or may in the future affect the opera-

tions of CDON Group, both those directly related to CDON 

Group and those that relate indirectly. Some of the risk factors 

considered significant to CDON Group’s future development 

are summarised below, in no relative order. Other risks that 

are unknown to the Company or that the Company currently 

perceives as insignificant may in the future have a significant im-

pact on CDON Group’s business, financial position or earnings. 

These other, non summarised, risks may significantly affect 

CDON Group’s operations and consequently result in the price 

of CDON Group’s shares falling. In addition to the summary 

below and the section “Risk Factors”, an investor should also 

consider the other information in this prospectus.

Industry and market risks
The general economy and consumer purchasing power �
Market development for e-commerce �
Risks related to the market for CDs �
Competition �
Seasonal variations �
Risks related to fashion trends �

Operational risks
Dependence on external suppliers �
Disruption or weaknesses in CDON Group’s IT and control  �
systems
Ability to recruit and retain staff �
Marketing �
Distribution �
Expansion into new markets and new segments �
Structural measures and acquisitions �
Returns and free shipping �
Intangible assets �

Financial risks
Foreign exchange risk �
Financing and interest rate risks �

Legal risks
Legislative, regulatory and compliance �
Intellectual property rights �
Tax risks �

Stock market risks
Share price performance �
Increased costs for an independent listed company �
Future dividends depends on a number of factors �
Owner with significant influence �
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RISK FACTORS

CDON Group’s operations are affected by a number of factors which in some parts cannot at all and, in other parts, can-

not completely be controlled by the Company. Below are some of the factors considered to be of particular significance 

for the future development of CDON Group. The presentation of risk factors in this section does not claim to be complete, 

nor are the risks ranked in terms of their significance. Additional risks which are currently not known to the Company 

may be of significant importance to the Company’s operations, financial position and/or earnings. Not all factors are 

described in detail and, accordingly, a complete evaluation must contain all information in this prospectus, as well as a 

general evaluation of external factors.

INDuSTry AND MArKET rISKS

The general economy and consumer purchasing power

Demand for the products CDON Group sells through its internet 

stores is affected by the general economic situation as well 

as by developments in the e-commerce market and product 

markets on which CDON Group is active. The economy and 

consumer purchasing power are in turn affected by factors 

beyond the control of CDON Group, such as interest rates, 

exchange rates, inflation, taxes, unemployment rates and other 

financial factors. 

After several years of stable GDP growth, the global financial 

turbulence in 2008 and 2009 forced several European coun-

tries, including the Nordic countries, into recession. These eco-

nomic conditions may persist and the economy could recover 

slowly, if at all. 

Even if CDON Group considers its business model to be 

robust, as evidenced by increased sales in 2008 and 2009, 

adverse changes in the general economy and consumer 

purchasing power may reduce demand for CDON Group’s 

products and adversely affect its operations, financial position 

and performance.

Market development for e-commerce

The e-commerce market is changing. In the Nordic countries, 

the average annual growth of the e-commerce market was 18 

per cent between 2004 and 2009. In 2009 the e-commerce 

market in Sweden constituted 3.7 per cent of total retail sales, 

compared with 1.2 per cent in 2003, according to the Swed-

ish Retail Institute (HUI). There are no assurances that the 

e-commerce market will continue to show the same positive 

trend, or that the products CDON Group sells benefit from posi-

tive market developments.  

A weakening trend on the e-commerce market for the prod-

ucts CDON Group sells, or a weakening trend in the e-com-

merce market in general, could adversely affect CDON Group’s 

prospects, operations, financial position and earnings.

risks related to the market for CDs

In the Entertainment business area, CDON Group is exposed 

to the current change in the market for CDs. There is a grow-

ing trend for products being digitised and sold, usually in the 

form of downloads, or distributed, for example through live 

streaming over the internet and without delivery of a physical 

product, like a CD. Furthermore, there are also illegal down-

loads, which adversely affects the market. As a result of this 

development the market for CDs has shown a global structural 

decline during the past years. 

A weakening trend on the e-commerce market for CDs 

could adversely affect CDON Group’s prospects, operations, 

financial position and earnings.

Competition

The Company operates in a competitive environment and faces 

competition from other players in the e-commerce market, as 

well as from traditional retail trade. The e-commerce market 

in the Nordic countries is fragmented and characterised by 

intense competition. 

CDON Group is also subject to competition from interna-

tional players which do not directly conduct business in the 

geographic markets that CDON Group is active in as consum-

ers who are shopping online easily can buy from international 

suppliers.

Especially in the Fashion business area, there is significant 

competition from traditional retail trade as many customers 

prefer to try on clothing and shoes before making a purchase, 

but the Entertainment and Sports & Health business areas also 

have consumers who prefer to buy products in stores.

CDON Group is exposed to the risk that operators in 

retail markets whose brands are already established among 

consumers may enter the e-commerce market. Moreover, both 

completely new participants and international participants may 

enter the e-commerce markets in the countries where CDON 

Group operates. Established operators in e-commerce markets 

that sell different products from CDON Group may also decide 

to expand their product offering and begin to compete with 

CDON Group.

It cannot be excluded that other players, including those 

not currently active on the e-commerce market, conduct busi-

ness on a larger scale than CDON Group and can therefore 

take advantage of greater benefits of scale than CDON Group 

and thereby offer consumers lower prices than CDON Group 

is able to.

In summary, increased competition could adversely affect 

CDON Group’s operations, financial position and earnings. 



9

CDON grOup LISTING PROSPECTUS

Responding to competitors’ pricing could lead to a decline in 

margins for CDON Group, or customers may increasingly prefer 

to buy from competitors.

Seasonal variations

In the Entertainment business area, which is heavily dependent 

on Christmas shopping, CDON Group is exposed to large sea-

sonal variations and a large portion of sales occurs during the 

fourth quarter. The Fashion business area also exhibits seasonal 

variations, where the second and fourth quarters are the strong-

est as summer and winter clothing exhibit the largest sales. 

Seasonal variations are relatively small in the Sports & Health 

business area. Weaker demand during a specific quarter can 

substantially influence sales in a business area during the year 

and could adversely affect CDON Group’s operations, financial 

position and earnings.

risks related to fashion trends

In the Fashion business area, CDON Group is also exposed 

to fluctuations in trends and fashion, as well as consumer 

preferences regarding design, quality and price. If the Company 

misjudges consumer preferences, and does not succeed in 

selling its products, this may lead to excess inventory of certain 

products and in turn price cuts, which could adversely affect 

CDON Group’s operations, financial position and earnings.

OpErATIONAL rISKS

Dependence on external suppliers

CDON Group depends on hundreds of external suppliers for 

their accessibility, development, production, quality assurance 

and delivery of the products sold via CDON Group’s internet 

stores. Moreover, CDON Group uses external suppliers to pro-

vide the goods that the Company sells to its customers. Faulty 

goods and delays or failure to deliver goods may have adverse 

consequences on the distribution chain, which can lead to 

additional costs, disruptions in CDON Group’s operations and 

loss of confidence in CDON Group among customers. Even 

if CDON Group recognises that alternatives are available for a 

majority of its current suppliers, each case of loss of a particu-

lar supplier could still adversely affect CDON Group’s business 

in the short-term.

CDON Group is dependent on the ability of the Company’s 

current suppliers to provide products that satisfy possible 

regulatory requirements within the industry. Implementation of 

new regulatory requirements could therefore pose challenges 

for CDON Group in terms of finding suppliers who can provide 

products which meet these requirements.

If CDON Group is unable to find suppliers that meet its 

requirements and potential requirements from regulatory au-

thorities, or if CDON Group is subjected to defective goods or 

incorrect, delayed or missing deliveries, this could adversely af-

fect CDON Group’s operations, financial position and earnings. 

Disruptions or weaknesses in CDON group’s IT and 

control systems

CDON Group’s operations are highly dependent on reliable IT 

and control systems that are well adapted to the Company’s 

operations. CDON Group has made substantial investments in 

sophisticated IT and control systems, including its integrated 

logistics system which automatically handles and transmits 

orders to its distribution centres. These systems receive con-

tinuous maintenance, upgrades and support. Nevertheless, 

disturbances or disruption of service in the systems cannot be 

excluded. Such interruptions or extended suspension of service 

in CDON Group’s IT and control systems could lead to a seri-

ous disruption of service and decreased confidence in CDON 

Group, reducing the Company’s competitiveness and position 

in the market as a result. In the event of disruptions to these 

systems, it is not certain that CDON Group can be fully com-

pensated by the IT system suppliers for the damage caused by 

such disruptions, which could adversely affect CDON Group’s 

operations, financial position and earnings.

Ability to recruit and retain staff

CDON Group’s future success largely depends on its ability to 

recruit, retain and develop qualified senior managers and other 

key employees. If key individuals leave and appropriate suc-

cessors cannot be recruited, this could adversely affect CDON 

Group’s operations, financial position and earnings.

Marketing

CDON Group depends on marketing to increase its sales 

volumes and to retain and improve the strength of each internet 

store. There are no assurances that future marketing cam-

paigns will result in increased sales. Marketing expenses that 

do not generate income can adversely affect the Company’s 

operations, financial position and earnings. 

Distribution

CDON Group depends on a number of warehouses that are as-

sociated with the Company’s internet stores. If a warehouse for 

some reason should be destroyed or close or if its equipment 

should be seriously damaged, the Company might not be able 

to deliver the products to its customers. Under such circum-

stances, and to the extent that CDON Group cannot quickly 

and cost-effectively find an alternate warehouse or repair the 

warehouse in question or its equipment, this may have a con-

siderable negative effect on the Company’s operations, earn-

ings and financial position. CDON Group has insurance policies 

for property and production stoppages for amounts that the 
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Company has found adequate, but there is no guarantee that 

such amounts can be recovered in full or that the amounts 

recovered are sufficient to cover potential losses.

Expansion into new markets and new segments

CDON Group follows a growth strategy. Even if CDON Group 

conducts a thorough business analysis prior to each invest-

ment, potential expansion into new markets, in terms of both 

geography and industry, could entail unforeseen costs as well 

as lower-than-expected sales for CDON Group, which can 

adversely affect the Company’s operations, financial position 

and earnings.

Structural measures and acquisitions

CDON Group has made a number of acquisitions since 2007 

and its long-term strategy is to continue to grow through further 

acquisitions in existing and new markets. CDON Group has a 

high market share in certain markets, especially the product 

markets within the Entertainment business area, which may 

entail the usual regulatory review of additional acquisitions. 

Growth through acquisition also poses a risk because of the 

difficulty of integrating new businesses and employees. CDON 

Group could have significant acquisition and administration 

costs, as well as costs for restructuring and other costs related 

to acquisitions. There is no guarantee that CDON Group will be 

able to successfully carry out desired acquisitions or integrate 

acquired operations, or that after integration these operations 

will perform as expected, which could adversely affect CDON 

Group’s operations, financial position and earnings.

returns and free shipping

The Company’s internet stores currently offer free product 

exchanges, a practice which is seen as a competitive factor in 

product segments where customers have a strong need to see 

the physical product. Several of the internet stores, such as 

CDON.COM, Nelly.com and Gymgrossisten.com, currently offer 

free delivery on purchases exceeding a certain amount. The 

Company sees no need to change these terms in the current 

environment. A change in industry practices in the future could 

adversely affect CDON Group’s operations, financial position 

and earnings. 

Intangible assets

The value of CDON Group’s intangible assets as at 30 Septem-

ber 2010 was SEK 259 million and comprised goodwill of SEK 

193 million, brands worth SEK 42 million, capitalised expendi-

tures of SEK 24 million and other intangible assets of SEK 1 mil-

lion. Although CDON Group has made the assessment that no 

need for impairment currently exists, there are no assurances 

that the Company will not have to recognize impairment losses 

in the future. Such impairment losses would adversely affect the 

Company’s earnings and financial position.

FINANCIAL rISKS

Exchange rate risk

CDON Group’s reporting currency is the Swedish krona. Since 

a significant portion of CDON Group’s sales for 2009 was 

conducted outside of Sweden (approximately 50 per cent) the 

Company is exposed to certain risk related to financial transac-

tions in various currencies (transaction exposure). CDON Group 

is also exposed to currency risk arising from the translation of 

foreign subsidiaries’ balance sheets and income statements 

(translation exposure). The most important currencies that 

CDON Group is exposed to are the Norwegian and Danish 

krona, as well as euro for sales, and the Norwegian and Danish 

krona, euro, US dollars and British pounds for purchases. Ex-

change rate fluctuations could adversely affect CDON Group’s 

financial position and earnings. Currency risk is not hedged.

Financing and interest rate risk

CDON Group currently has a strong financial position with net 

cash, but will finance its operations in part by borrowing, which 

includes a convertible loan amounting to SEK 250 million. This 

means that part of the Company’s cash flow will be used for 

interest payments. If the Company’s development deviates from 

the forecast development, it cannot be precluded that in the fu-

ture a situation could arise in which the Company has difficulties 

paying interest or must raise new capital, for example, through 

a new issue of shares. Potential future acquisitions could also 

increase the need for new capital. There is no assurance that 

additional capital can be raised on terms that are favourable 

for CDON Group. If the Company fails to pay interest or raise 

necessary capital in the future, the Company’s continuing op-

erations as well as its financial position and earnings could be 

adversely affected.

LEgAL rISKS

Legislation, regulation and compliance

The Company is affected by legislation and regulations relating 

to some of the goods that it sells. For example, products within 

the Sports & Health business area are covered by national food 

regulations. These products must therefore be approved by 

regulatory authorities in some of the countries where CDON 

Group operates, which may entail requirements for approval 

or registration. Violation of legislation or regulations, such as 

foodstuffs legislation, could lead to sanctions against CDON 
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Group. Moreover, the costs of regulatory compliance can be 

substantial. This can have a substantial negative effect on the 

Company’s operations, financial position and earnings.

Intellectual property rights

CDON Group works actively to protect its brands, name and 

domain names in the jurisdictions where CDON Group is ac-

tive. However, there is no assurance that the measures CDON 

Group has taken are adequate. In the Company’s opinion, 

CDON Group does not infringe on any third party intellectual 

property rights. However, there are no guarantees that in future 

situations, such as product launches or in conjunction with 

expansion into new geographic markets, CDON Group could 

infringe, or be accused of infringing on third party intellectual 

property rights.

If CDON Group’s protection of its brands and name is not 

adequate, or if CDON Group infringes on third party intellectual 

property rights, it could adversely affect its operations, financial 

position and earnings.

Tax risks 

CDON Group conducts business in several different countries 

and has not been charged with additional tax costs or charges 

so far. There are no assurances that CDON Group’s interpreta-

tion and application of applicable laws, regulations, case law 

and the tax authorities’ administrative practices have been, or 

will continue to be correct, or that such laws, regulations, case 

law or practices will not be amended, possibly retroactively.

The Company may be affected by changes in different coun-

tries’ tax laws and may have to pay additional taxes, interest or 

penalties in connection with future tax audits or may be required 

to write down deferred tax assets. This can have a substantial 

negative effect on the Company’s operations, financial position 

and earnings.

STOCK MArKET rISKS

Share price performance

Until the distribution of shares in CDON Group, there has been 

no trading in shares of CDON Group. Although CDON Group 

has applied to list its shares on Nasdaq OMX Stockholm, there 

can be no assurances regarding the liquidity of the share. Fur-

thermore, the price of the share may vary due to factors such 

as variations in Company earnings and position, changes in 

stock market expectations regarding future profits, supply and 

demand for the shares, developments within the Company’s 

market segments and the economy in general. Shareholders 

might not be able to sell their shares at the time and price they 

want and may lose all or part of the value of the shares.

Increased costs as an independent listed company

Prior to distribution of shares in CDON Group, the Company 

constitutes a wholly owned subsidiary of a listed company. 

Thus CDON Group has a limited operational history as a 

consolidated unit based on which the Company can be as-

sessed and has previously not had any direct responsibility 

for corporate governance, financial reporting and the public 

disclosure requirements that apply to listed companies. As a 

listed company CDON Group will be affected by costs for which 

the Company has not been directly responsible previously, such 

as costs for external financial reporting, information disclosure 

and corporate governance. These costs could adversely affect 

CDON Group’s operations, financial position and earnings in 

comparison to costs reported historically.

Future dividend depends on several factors

Holders of shares in CDON Group will be eligible for dividend 

as from the adoption of the 2010 financial statements. The 

size of potential future dividends depends on the Company’s 

future earnings, financial position, cash flow, operating capital, 

planned and potential acquisitions and other factors. For more 

information, see “Dividend Policy”.

Owner with significant influence

Investment AB Kinnevik (“Kinnevik”) will own and control at 

least approximately 20.4 per cent of shares and votes in the 

Company after listing on Nasdaq OMX Stockholm. Kinnevik will 

therefore initially have a significant influence in the Company 

and thus an opportunity to influence the outcome of most mat-

ters decided by vote at an Annual General Meeting or Extraor-

dinary General Meeting. Such matters include election of Board 

members, issuance of new shares and distribution of dividends. 

Kinnevik’s interests may substantially deviate from or 

compete with those of the Company or the interests of the 

Company’s others shareholders and there are no assurances 

that Kinnevik will exercise its influence over the Company in a 

way that serves the interests of other shareholders. 
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BACKGROUND AND RATIONALE

On 19 April 2010, MTG announced its intention to spin off its Internet Retailing business by distributing the shares in CDON Group 

to MTG’s shareholders during the next six to nine months. MTG’s extraordinary general meeting of shareholders, held on 21 October 

2010, approved the Board of Directors’ proposal to transfer all shares in MTG’s subsidiary CDON Group to MTG’s shareholders as a 

means of profit-sharing and to list the Company on Nasdaq OMX Stockhol.

MTG’s decision to distribute the shares of CDON Group is primarily based on the fact that CDON Group’s operations differ from 

MTG’s core business in TV and radio. In addition, CDON Group has established such a size, level of specialisation in its product of-

fering and market position that it has been concluded that the benefits of full autonomy outweigh the advantages of remaining part of 

MTG. In order to increase transparency, focus and shareholder value, MTG’s Board of Directors has taken the view that CDON Group 

is ready for becoming an independent, publicly traded company. 

Over the past ten years, CDON Group has developed into a market-leading pan-Nordic e-commerce player, with operations 

expanding in the Nordic region. Today, the Company is at the forefront of e-commerce in the areas of Entertainment and Sports & 

Health and is also one of the fastest growing companies in the Fashion business area.  It is anticipated that the dynamically expanding 

and competitive e-commerce market will bring growing demand for more customer-led solutions and a comprehensive product offer-

ing. In-depth knowledge of customer needs and market trends, combined with the adoption of suitable new technology and systems, 

will be vital components in ensuring that the business remains competitive. As an autonomous company, CDON Group will be able to 

pursue an individual, focused and adapted growth strategy with an organisation and capital structure that support this. 

Separation from MTG is expected to help to expand opportunities for the management and Board of CDON Group to intensify 

operational and strategic initiatives to drive organic growth via newly created product sectors, in combination with geographical 

expansion and acquisitions. CDON Group is deemed to have an appropriate level of maturity in management, administration, control 

and business development to function as an autonomous company in line with its own specialised business model. 

The rationale for, and driving force behind, the spin-off of CDON Group is that it will be favourable for CDON Group, which will 

become a pure retailing group in the e-commerce sector, and at the same time will enable MTG to focus on its core business as a 

media group. The separation will create opportunities to further develop customer satisfaction, profit growth and business potential 

and thereby to increase shareholder value. 

This prospectus has been prepared by the Board of Directors of CDON Group ahead of the proposed listing of CDON Group’s 

shares on Nasdaq OMX Stockholm. The Board of Directors of CDON Group is responsible for the information contained in the 

prospectus. We hereby confirm that all reasonable precautions have been taken to ensure that the information contained in this pro-

spectus, to the best of the knowledge of CDON Group’s Board of Directors, accords with the actual circumstances and that nothing 

has been omitted that could materially affect its content.

Stockholm, 9 December 2010 

CDON Group AB (publ)

The Board of Directors
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INFORMATION REGARDING DIVIDEND

In accordance with the proposal submitted by its Board of 

Directors, an Extraordinary General Meeting of MTG’s share-

holders held on 21 October 2010 approved the proposal to 

allocate all shares in its wholly-owned subsidiary, CDON Group 

AB, to MTG‘s shareholders. Shares in CDON Group are to be 

proportionally distributed to MTG’s shareholders in accord-

ance with share ownership in MTG as at the record date, 17 

December 2010, as determined by MTG’s Board of Directors. 

Shareholders registered as owners in MTG as at the dividend 

record date will receive one share in CDON Group for every 

share held in MTG. Besides being registered as a shareholder 

on the record date (either directly, or through a nominee), no 

measures need to be taken in order to obtain shares in CDON 

Group. The distribution of shares is expected to comply with 

Lex ASEA taxation regulations, see section “Tax Considerations 

in Sweden”.

DIVIDEND rATIO

For every Class A or Class B share held in MTG, the holder is 

entitled to one share in CDON Group. Class C shareholders are 

not entitled to dividend. In total, all 66,342,124 shares in CDON 

Group will be distributed. Each share entitles to one vote at 

the General Meeting. For more information, see section “Share 

Capital and Ownership”. 

rECOrD DATE

The stipulated record date for entitlement to receive shares in 

CDON Group is 17 December 2010. The final day for trading 

MTG shares which include the entitlement to receive dividends 

is 14 December 2010. 

rECEIpT OF SHArES

Those duly registered as shareholders in MTG with Euroclear 

Sweden AB as at the record date will receive shares in CDON 

Group without being required to take action. The shares in 

CDON Group will be made available in the Securities Account 

registered by eligible shareholders, or the Securities Account 

belonging to persons otherwise eligible to receive dividends the 

day after the record date. Subsequently, Euroclear Sweden AB 

will issue a notice containing information regarding the number 

of shares registered in the recipient’s Securities Account. 

NOMINEE SHArE OwNErSHIp

Nominee shareholders whose shares are registered with a 

bank, or other nominee, will not receive accounting information 

from Euroclear Sweden AB. Notices will instead be issued in 

accordance with the relevant nominee’s internal procedures.

LISTINg OF SHArES

The Board of CDON Group has applied for the Company’s 

shares to be listed on Nasdaq OMX Stockholm. The first 

trading day on Nasdaq OMX Stockholm is estimated to be 15 

December 2010. The Company’s ticker symbol on Nasdaq 

OMX Stockholm will be CDON. The ISIN code for CDON 

Group shares will be SE0003652163. CDON Group does not 

intend to register CDON Group shares for trade on any other 

stock exchange, or market, besides Nasdaq OMX Stockholm. 

Moreover, CDON Group does not intend to register shares 

in accordance with the United States Securities Act of 1933, 

or any other foreign equivalent, nor does the Group intend to 

adopt any other measures that could make it subject to SEC 

(United States Securities and Exchange Commission) periodic 

reporting obligations.

DIVIDEND ENTITLEMENT

Shareholders in CDON Group are entitled to receive dividends 

from the adoption of accounting records for 2010. Payment of 

possible dividends is arranged by Euroclear Sweden AB, or, in 

the case of nominee shareholders, carried out in accordance 

with the relevant nominee’s internal procedures. 

ADVISOrS

Handelsbanken Capital Markets is acting as financial advisor 

to MTG and CDON Group in matters relating to the distribution 

and listing of shares in CDON Group.



14

CDON grOup LISTING PROSPECTUS

CEO’S STATEMENT

The launch of CDON.COM in 1999 laid the foundation for what 

is now CDON Group. We have evolved over the years, and 

have emerged as the leading Nordic e-commerce player within 

the Entertainment and Sports & Health sectors, and we are 

also one of the fastest growing Fashion retailing companies. 

Today, CDON Group’s product offering encompasses millions of 

products from a range of selected external and own brands. In 

addition to an extensive range, the key features to our customer 

offering are quality of service, quick deliveries, competitive 

prices and a stimulating customer experience.

Both MTG and those of us within CDON Group now consid-

er CDON Group to have reached a scale where we benefit from 

standing on our own feet. Our employees’ collective experience 

and e-commerce expertise, along with the Group’s IT, logistics, 

marketing and administration infrastructures, and strong market 

positions, provide us with a solid base for continued growth and 

healthy profitability levels.

Since its inception in 1999, the Group has consistently de-

livered strong growth levels, which demonstrates the viability of 

our business model. We reported a 39 per cent compounded 

annual revenue growth between 2007 and 2009, with a 26 per 

cent annual increase in operating income. During the twelve 

month period to September 2010, we reported 31 per cent 

revenue growth to over two billion krona, and delivered an 

operating margin of seven per cent.

The strong historic performance has been driven by a steady 

expansion of our product range and increased e-commerce 

penetration in existing product segments, combined with 

geographical expansion and company acquisitions. The Group’s 

size, financial position and consistent cash flows from estab-

lished concepts, provide us with both the opportunity and the 

flexibility to continue to expand in line with our strategy. It should 

be emphasized that CDON Group’s future development is dif-

ficult to predict given that it is largely dependent on the overall 

market of e-commerce and the ongoing market change in 

particular within the business area Entertainment, in combination 

with two of the company’s business areas being relatively new. 

For these reasons we believe it is not meaningful to provide tar-

gets for CDON Group’s future profitability or growth, other than 

that we intend to grow organically at least in line with the growth 

of each of our operating market segments. CDON Group will 

also generate margins that are at least in line with the average 

of our competitors in each of our operating market segments, 

when excluding the impact of new start-ups and acquisitions.

The Nordic region is our home market, and the successful 

expansion of Nelly.com and Lekmer.com in Norway, Denmark 

and Finland, and Gymgrossisten.com in Norway, illustrate the 

continued growth potential of CDON Group. The risk associ-

ated with our geographical expansion is comparatively low, as 

we do not have the same structural costs as traditional retailers.

We are convinced that the e-commerce market is still in its 

infancy and that the growth it has enjoyed in recent years will 

continue as e-commerce becomes an increasingly common pur-

chasing channel. Our view is that using our current internet stores 

as a platform will provide us with opportunities for continued 

expansion in both new and existing market segments, through 

the use of economies of scale provided by our business model.

Acquisitions will continue to constitute a part of our expan-

sion strategy moving forward as evidenced by the successful 

integrations of the Nelly.com and Gymgrossisten.com busi-

nesses into CDON Group, which accelerated both the growth 

and profitability of both operations. 

The coming listing on Nasdaq OMX Stockholm is a stimulat-

ing challenge for both our management and our staff. We will 

now be one of the few purely internet-based listed e-commerce 

companies on the exchange. Our strategy is to leverage our 

market leading position to continue to improve and develop 

our existing businesses, as well as to expand into new product 

segments. CDON Group stands on firm ground and we are 

well positioned to achieve our goals, with an overall focus on 

the creation of shareholder value through increased sales and 

satisfied customers.

It is with great confidence that I, together with our talented 

staff, now look forward towards continuing the journey we have 

embarked upon in CDON Group.

Malmö, December 2010

Mikael Olander

Chief Executive Officer
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MARKET OVERVIEW

The information on market growth, market size and market share, as well as on CDON Group’s market position both in 

absolute terms and relative to its competitors, presented in this prospectus represents CDON Group’s overall judgement, 

based on both internal and external sources. CDON Group is not aware of any available single source of market statistics 

that provide a relevant picture of CDON Group’s markets. The sources on which CDON Group has based its judgement 

include sector statistics from the Swedish Retail Institute (HUI) and information from independent research organisa-

tions such as Euromonitor International and Forrester Research. In the prospectus, CDON Group has made every effort 

to reproduce the information from these sources accurately. However, CDON Group has not verified the information 

from these sources itself. To the best of CDON Group’s knowledge and judgement, no significant facts have been omit-

ted which would render the information incorrect or misleading. All amounts regarding sales and market size are stated 

exclusive of value added tax.

INTrODuCTION

This prospectus uses the terms distance selling and e-com-

merce. The distance selling market comprises all distance sales 

of goods, regardless of sales channel, where buyer and seller 

never meet each other physically. The e-commerce market 

comprises all sales of goods that take place online. 

Growth in the e-commerce market is expected to be struc-

tural rather than cyclical, since more and more businesses and 

consumers are using the internet as a retail channel. However, 

e-commerce still comprises a relatively small part of the overall 

retail sector. In 2009, Swedish e-commerce accounted for ap-

proximately SEK 18 billion of sales, corresponding to approxi-

mately 3.7 per cent of total retail sales in Sweden1.

MArKET DrIVErS

The development and growth of the Nordic e-commerce mar-

ket are driven by a number of factors. Future growth is believed 

to be favoured by factors originating both from the demand 

side, such as increased access to the internet, social and 

demographic changes that are driving use of the internet, and 

from the supply side, in the form of primarily a larger and more 

varied offering of products through the internet, combined with 

more secure and more flexible payment arrangements. Another 

important factor is that internet stores constantly are improving 

their functionality, making it easier for consumers to navigate the 

sites and make purchases online.

Increased access to the internet

Increasing internet use and connection speeds are elements 

that favour the growth of the e-commerce market. The Nordic 

countries show internet penetration2 of approximately 80 per 

cent, compared to an European average of 65 per cent3. It is 

generally assumed that one important reason for this is that 

the population of the Nordic region overall is receptive to new 

technology, combined with a political climate that promotes 

investments in the development and adaptation of the broad-

band infrastructure. A high proportion of Nordic households are 

connecting to the internet via broadband, which offers faster 

and more reliable internet use.4

Source: Eurostat and the US Census Bureau.
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Current social and demographic changes

The internet is a convenient and time-saving buying channel for 

users, with a wide range of products offerings combined with 

transparent pricing. At the same time, with the growth in the 

number of internet users, it has become easier for companies 

to target their product offering to specific customer categories 

and to adapt their internet marketing accordingly.

The underlying growth is being driven by the composition of 

the customer base as a whole, in which younger generations of 

users are more accustomed to using the internet from an early 

age, compared to the older generations. In 2009, 80–90 per 

cent of 25–34 year-olds in the Nordic region ordered goods or 

services online, compared with an average of approximately 50 

per cent in the EU 271. Older generations have recently started 

shopping online to an increasing extent. Similarly, for this age 

category the Nordic average is considerably higher than the 

European (EU 27) average.2 

Source: Eurostat.

0

20

40

60

80

100

55–74 years45–54 years

35–44 years25–34 years16–24 years

DenmarkNorwayFinlandSwedenEU 27

%

Percentage of the population who have ordered goods 
or services online (2009) 

wider and more varied offering on the internet

The internet today offers most types of goods and services 

and is an effective channel for both small and large businesses 

to launch and market their products. A growing and more 

varied product offering on the internet allows a larger group 

of consumers to find what they are looking for, which should 

continue to drive the growth of the e-commerce market as a 

whole. Another result of the rapid evolution of the internet as a 

buying channel is that internet shops have been designed to be 

more user-friendly and informative, with clearer descriptions and 

more pictures as well as reviews, which makes it easier for the 

consumer.

More secure payment arrangements

Customers’ need for secure, cost-efficient payment options are 

driving the development of new payment solutions. Against that 

background, the trend is to offer customers a range of different 

payment options to choose from, with locally adapted solutions 

rather than standardised global payment solutions. Service com-

panies such as DIBS Payment Services and Klarna provide pay-

ment services throughout the Nordic region and have all played a 

part in advancing the growth of e-commerce in the region. 

Credit/debit cards are a popular means of payment for 

Nordic consumers shopping online. Today, the vast majority of 

credit card providers offer consumer protection, in the form of 

full refunds in cases of fraud within e-commerce. This reduces 

the transaction risk considerably for the consumer. Bank trans-

fers via the internet are another popular method of payment 

solution, especially in Finland. Other payment options include 

cash on delivery, invoice, micro payments3 and part-payments.4

Source: DIBS Payment Services – “DIBS Nordic E-Commerce Survey” (January 2010).
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MArKET SIZE AND TrENDS

The total Nordic distance selling market is estimated at approxi-

mately SEK 75 billion. Out of the total distance selling market, the 

Nordic e-commerce market is estimated at approximately SEK 

62 billion. Sweden and Denmark are considered to be the largest 

individual e-commerce markets, each with annual sales of SEK 18 

million in 2009.1

Levels of penetration and growth

The Nordic e-commerce market, which is still in an early phase 

of its development, accounts for approximately 3.8 per cent 

of the total Nordic retail sector, which was estimated to ap-

1 EU 27: the 27 Member States of the European Union.
2 Source: Eurostat.
3 Micro payments are payments of minor amounts (ranging from tens of SEK down to a few öre) that are not profitable to internet shops if normal payment methods such as Post 

Office giro accounts or credit/debit cards are used, because the processing costs for the transaction are too high relative to the amount paid.
4 Source: DIBS Payment Services – “DIBS Nordic E-Commerce Survey” (January 2010).
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proximately SEK 1,600 billion in 20091. Compared with more 

highly developed e-commerce markets such as the USA, 

e-commerce penetration in the Nordic countries is still at a low 

level. According to Forrester Research, e-commerce in the USA 

showed penetration of six per cent in 2009.

Source: 1Forrester Research. 2HUI. 3HUI and CDON Group.
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E-commerce emerged as a retail sales channel in the late 

1990s. Since the early days of e-commerce, the high annual 

growth has shown a declining trend of increase in all Nordic 

countries. According to Euromonitor, the Nordic e-commerce 

market reported an annual growth of 18 per cent between 2004 

and 2009. Denmark reported the highest growth rate, 25 per 

cent, between 2004 and 2009, mainly as a result of a highly 

developed internet infrastructure and strong local trends that 

favoured e-commerce. The high rate of growth in the Nordic 

region results primarily from structural changes, rather than 

growth in the general economy, as consumers are increasingly 

turning to the internet as a channel for buying goods. Euromon-

itor estimates that over the next four years Nordic e-commerce 

will continue to record double-digit growth figures (CAGR of 

eleven per cent). Finland is forecast to record the highest per-

centage growth, mainly because e-commerce is not as highly 

developed there as in the other Nordic countries.
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Source: Euromonitor International.
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Sweden has reported vigorous growth, with a more than 300 

per cent increase in the e-commerce market since 2003. De-

spite the economic uncertainty in 2008 and 2009, e-commerce 

continued to show strong growth, which illustrates the relatively 

immature stage of this sales channel. According to HUI, the 

Swedish e-commerce market grew by 14 per cent in the third 

quarter 2010, compared to a general increase in the retail sec-

tor of 5.5 per cent. HUI estimates that the e-commerce market 

in Sweden will grow by approximately nine per cent in 2010, 

driven by optimism among consumers and businesses, along 

with the impact of an improved economy.

Source: HUI. Note: Retail sales by Systembolaget and Apoteket have been excluded 
from the figures in the graph above. Without the above-mentioned adjustment, 
e-commerce penetration was 3.7 per cent in 2009. The size of the market is stated 
exclusive of value added tax. The VAT rate is assumed here to be an average of 23 
per cent. 
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prODuCT MArKETS

CDON Group’s primary geographical market for e-commerce 

is the Nordic region. In this market, the Company sells a large 

range of products, and the underlying product markets differ in 

terms of market structure, driving forces, regulation and degree 

of maturity. CDON Group’s principal product markets comprise 

films, computer and console games, music, home electronics, 

books, clothing, shoes, toys and food supplements. A small but 

growing share of sales in certain product categories takes place 

digitally in the form of downloading of music and games as well 

as video on demand streaming (VoD). 

Source: Euromonitor International
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Market for DVD films

The Nordic retail market for DVD films, including rentals, is esti-

mated at approximately SEK 8.9 billion1, of which Sweden and 

Denmark are the largest single markets, followed by Finland 

and Norway. In 2009, an estimated 20 to 30 per cent of DVD 

film sales in the Nordic markets took place via e-commerce.

CDON Group expects the retail market for DVD films to 

decline in the future as a result of increased downloading and 

streaming. However, the e-commerce market for DVD films is 

expected to benefit from an increasing share of overall sales 

taking place online. 

Market for computer and console games

The Nordic retail market for computer and console games is 

estimated at approximately SEK 5.1 billion2. Sweden, the larg-

est single market, is more than twice the size of the respective 

markets in Denmark, Finland and Norway. In the future, overall 

retail sales for computer and console games are expected to 

1 Source: SVF (Sweden), Release.no (Norway), the Danish Video Association 
(Denmark), Statistics Finland and CDON Group. 

2 Source: The Swedish Games Industry and CDON Group.
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1 Source: IFPI and CDON Group. 
2 Source: IFPI and CDON Group.
3 Source: GFK and CDON Group. 
4 Source: Forrester Research.
5 Source: The Swedish Publishers’ Association, the Norwegian Publishers’ 
  Association, the Danish Publishers’ Association, Statistics Finland and CDON Group. 
6 Source: SCB, Statistics Finland, Statistics Norway, Statistics Denmark and CDON Group. 
7 Source: Forrester Research.

continue to grow, supported by continuous releases of new 

game consoles. E-commerce penetration for computer and 

console games in the Nordic countries was estimated at ap-

proximately 20 per cent in 2009. CDON Group expects the 

trend of increased internet sales to continue over the next few 

years. A minor but growing share of computer games are being 

sold via downloads.

Market for CDs

The Nordic retail market for CDs is estimated at approximately 

SEK 3.5 billion1. Sweden is estimated to be the single largest 

market in the Nordic region, where the migration to internet 

sales of CDs has progressed the furthest. In 2009, an estimated 

35 per cent of CD sales took place through e-commerce in the 

Nordic countries.

In recent years, the retail market for CDs has shown a 

decline, as a result of growing sales of digital music and an 

increase in illegal downloads of digital music. The legislation 

against illegal downloading was, however, expanded in 2009. 

CDON Group takes the view that the market for CDs will contin-

ue to decline as a consequence of continued migration towards 

sales of digital music. During the first half of 2010 the negative 

development in the market for CDs has continued according to 

market statistics from IFPI. In 2009, digital sales in the Nordic 

region were estimated at approximately SEK 700 million2.

Market for consumer electronics

The Nordic retail market for consumer electronics is estimated 

at approximately SEK 92.4 billion3, in which Sweden and 

Norway are the largest single markets, followed by Denmark 

and Finland. Euromonitor forecasts the e-commerce market 

for consumer electronics to record high growth figures going 

forward. CDON Group estimates the e-commerce penetration 

for consumer electronics in the Nordic region to be between ten 

and twelve per cent, which may be compared to more mature 

markets in terms of e-commerce penetration, such as the USA, 

where penetration was 14 per cent4 in 2009. 

Market for books

The Nordic retail market for books, including digital sales, is 

estimated at approximately SEK 23.4 billion5, with a high growth 

rate historically in e-commerce sales being driven by growth in 

e-commerce penetration. CDON Group estimates e-commerce 

penetration in the Nordic countries at 10–20 per cent. A minor 

but growing share of book sales is being conducted digitally, in 

the form of e-books or audio books for download.

Market for clothing and shoes

The Nordic retail market for clothing and shoes is estimated at 

approximately SEK 144.0 billion6 and CDON Group estimated 

e-commerce penetration in the Nordic countries at six per cent 

in 2009. This may be viewed against the backdrop of the US 

market, which recorded an e-commerce penetration of nine 

per cent in 2009.7 CDON Group anticipates that e-commerce 

penetration in the Nordic countries will increase strongly over 

the next few years as a result of changes in buying habits for 

clothing and shoes among consumers. 
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Market for food supplements

The Swedish retail market for food supplements is estimated at 

approximately SEK 2.8 billion1. A lack of consistent statistics for 

the other Nordic countries makes comparisons difficult. Svensk 

Egenvård2 estimates that a high proportion of total sales in the 

product segment takes place through distance selling channels. 

CDON Group estimated e-commerce penetration in Sweden 

at 13 per cent in 2009, with lower degrees of penetration in the 

other Nordic countries. 

Market for digital products

A small, but growing, share of CDON Group sales consists of 

digital products. The market for digital products, primarily digital 

music, is characterised by fierce competition.

COMpETITIVE LANDSCApE

Generally speaking, the Nordic e-commerce market is highly 

fragmented, with a handful of large companies operating in their 

individual sub-markets. A large number of small companies are 

active in the market, representing a potential for consolidation 

as resources to grow and exploit the scalability of the business 

model are considered limited for these companies.

CDON Group is exposed to competition from other Nordic 

and global e-commerce companies, including companies 

selling digital products, but also from players who primarily 

focus on the traditional retail sector. Because CDON Group 

offers a broad range of products, competition also arises from 

companies specialising in sales of a particular product range. 

The following is a selection of CDON Group’s competitors per 

product segment:

Entertainment: �   Adlibris, Amazon, Bokus, CDWOW, 

Coolshop, Discshop, Dustin, iTunes, Ginza, Katshing, 

Komplett, Megastore, NetOnNet, NetAnttila, Play, 

Platekompaniet, shg, Verkkokauppa and Webbhallen.

Fashion: �   Asos, Bubbleroom, Eleven, Gina Tricot, H&M, 

Yoox and Zoovillage.

Sports & Health: �   Gymvaruhuset, Healthcare4net, Life, 

Mass, MM Sports, Proteinfabrikken, Topformula and 

Vitapost.

1 Source: Svensk Egenvård and CDON Group.
2 Svensk Egenvård (the Swedish food supplement producers’ organisation) is an 

association 
  representing the interests of companies in the sector comprising health foods, 

natural remedies, food supplements, vitamins, minerals and natural cosmetics.
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1 Active customers are defined by the Company as customers who made purchases during the past twelve months.

BUSINESS OVERVIEW

INTrODuCTION

The launch of CDON.COM in Sweden, Norway and Denmark 

in 1999 laid the foundation of today’s CDON Group. At that 

time, the internet store primarily sold music CDs. Shortly 

thereafter DVD films and computer games were introduced 

to the product range. Over the following years, CDON.COM 

rapidly expanded its product offering, resulting in an organic 

average annual sales growth of 52 per cent between 2001 and 

2006. In 2007 the Company broadened its growth strategy 

through the acquisitions of the internet stores Nelly.com, 

LinusLotta.com and BookPlus.fi, thereby adding clothing to the 

product portfolio at the same time as the Company acquired 

a platform for sales of books in Finland. The following year the 

Company acquired the internet stores Gymgrossisten.com 

and Bodystore.com, now the Sports & Health business area. 

In 2008 the Company also initiated a Nordic expansion of 

Nelly.com and launched Gymgrossisten.com in Norway. 

The acquisitions of Gymgrossisten.com and Nelly.com 

have developed beyond expectations whereas it has taken 

longer to achieve defined goals for the internet stores 

BookPlus.fi and LinusLotta.com. In early 2010 CDON Group 

expanded the product portfolio further through the acquisi-

tion of Lekmer.com, the internet store for toys and children’s 

products. In August 2010 CDON Group launched Heppo.com, 

a dedicated online shoe store. In October 2010 a German 

version of Nelly.com was introduced, which marked the first 

expansion outside the Nordic region. 

CDON Group is a prominent player on the Nordic online 

retail market and offers a broad product range including films, 

games, music, toys, consumer electronics, clothing, shoes and 

food supplements. The range of products consists of physical 

products as well as digital product downloads, such as music 

and games, as well as film streaming. The customer list con-

tains more than two million active customers1.

Source: CDON Group. 

Important events

1999
MTG starts CDON.COM 
as an internet-based 
music store with opera-
tions in Sweden, Norway 
and Denmark

2005
Mobile phones and 
consumer electronics 
launched at CDON.COM

2007
Acquisition of Nelly.com 
Acquisition of LinusLotta.com
Acquisition of BookPlus.fi

2007
Mp3 bookstore launched 
at CDON.COM

2009
Integration of BookPlus.fi 
at CDON.COM. Fashion 
and Sports & Health 
expand selection of own 
brands

2010
Acquisition of Lekmer.com
Launch of Heppo.com

2000
Product range ex-
panded with DVD films 
and computer games. 
Internet store launched 
in Finland

2003
Swedish bookstore 
launched at CDON.COM

2004
CDON.COM launches 
the first digital music 
store in the Nordic 
countries

2006
Digital film rental 
(VoD) launched

2008
Gymgrossisten.com and Body store.com 
acquired and Gymgrossisten.com expand-
ed to Norway

2008
Downloadable PC games, merchandise and a 
Norwegian bookstore launched at CDON.COM

2008
Nordic expansion of Nelly.com

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
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1 The internet store was acquired in March 2010.
2 Relates to the period 1 October 2009– 30 September 2010.
3 The internet store was launched in August 2010.
4 See “Product markets” in section “Market overview”.
5 See “Competitive landscape” in section “Market overview”.

CDON grOup DIVIDES ITS OpErATIONS INTO THrEE 

BuSINESS ArEAS: 

Entertainment �  operates via the internet stores CDON.COM, 

BookPlus.fi and Lekmer.com1. In 2009 Entertainment ac-

counted for 76 per cent of CDON Group’s net sales and 74 

per cent of operating income. Net sales growth over the last 

twelve months was 18 per cent.2

Fashion  � operates via the internet stores Nelly.com, 

LinusLotta.com and Heppo.com3. In 2009 Fashion ac-

counted for twelve per cent of CDON Group’s net sales and 

6 per cent of operating income. Net sales growth over the 

last twelve months was 124 per cent.2 

Sports & Health �  operates via the internet stores 

Gymgrossisten.com (Fitnesstukku.fi in Finland) and 

Bodystore.com. In 2009 Sports & Health accounted for 

twelve per cent of CDON Group’s net sales and 21 per cent 

of operating income. Net sales growth over the last twelve 

months was 32 per cent.2

Sales by business area (2009)

Sports & Health, 12%

Fashion, 12%

Entertainment, 76%

Source: CDON Group. 

Sales by geographic market (2009)

Rest of Europe, 0,3%

Finland, 16%

Denmark, 9%

Norway, 23%

Sweden, 52%

Source: CDON Group. 

BuSINESS CONCEpT, VISION AND OBjECTIVES

Business concept

CDON Group’s business concept is to take advantage of the 

ongoing migration of sales from traditional retail to e-commerce, 

by using its established, scalable and efficient internet retailing 

platform to develop a portfolio of market leading internet stores.

Vision

CDON Group will be a driver of the migration of sales from tra-

ditional retail to the internet and become a leading e-commerce 

player in each of its operating market segments. 

Objectives

CDON Group’s objective is to generate sustainable and long 

term shareholder value. 

The Group will continue to grow organically at least in line  �

with the growth of each of its operating market segments in 

each of its territories4 and, in addition, to start-up or acquire 

new brands. 

The Group will also generate marginals that are at least in  �

line with the average of its competitors in each of its operat-

ing market segments5, when excluding the impact of new 

start-ups and acquisitions. 

Dividend policy 

CDON Group is a growth company and therefore plans to 

continue to reinvest its profits in the ongoing development and 

expansion of its operations. The timing and size of any possible 

future dividends will depend on the Company’s future results, 

financial position and investment opportunities.

MAIN STrATEgIES

To achieve CDON Group’s established goals the Company 

pursues the following strategies.

Quickly establish an e-commerce position as one of the  �

leading players in all product segments within each business 

area and internet store.

Achieve growth within existing internet stores through con- �

cept development, geographic expansion and expansion of 

the product range. 

Continually seek and evaluate acquisition opportunities  �

suitable for CDON Group’s infrastructure and long-term 

strategy.



25

CDON grOup LISTING PROSPECTUS

CDON grOup FOCuSES ON THE FOLLOwINg 

STrATEgIES

growth

The online retail sector is at a nascent stage in the markets 

where CDON Group is active. As e-commerce penetration only 

accounted for 3.8 per cent of the total retail sector in the Nordic 

region, there is an underlying market growth as e-commerce 

becomes a more common and established sales channel. 

The consumer shift from traditional retailers to the internet will 

benefit companies that are well-positioned with leading internet 

stores that offer a comprehensive product range. 

Organic growth: �  CDON Group’s growth has historically 

been mainly organic. It has well-positioned internet stores 

and an attractive product offering in growing markets 

and the Company will continue to pursue organic growth 

within existing and new markets. CDON Group sees good 

opportunities to achieve organic growth by broadening its 

existing product range within existing internet stores while 

taking advantage of the Company’s business model, where 

a growing active customer database can be exposed to a 

larger and broader product range from several stores within 

the Group. 

Geographic expansion: �  CDON Group is planning for a 

continued pan-Nordic expansion of the Company’s internet 

stores, for which existing IT and logistics solutions will facili-

tate the implementation. 

Strategic acquisitions: �  CDON Group has acquired and 

integrated five companies since 2007. Gymgrossisten.com 

and Nelly.com are both examples of the Company’s abil-

ity to successfully add new product segments through 

acquisition. Growth in acquired companies is accelerated 

through an improved product offering and economies 

of scale, which is considered to have been achieved by 

becoming a part of CDON Group in combination with geo-

graphic expansion. Acquisitions will be a growth driver in 

the future as well, both to consolidate existing markets and 

to enter into new segments and geographic markets.

Own start-ups: �  The launch of the new internet store 

Heppo.com in the third quarter of 2010 within the Fashion 

business area is an example of how CDON Group uses ex-

isting IT infrastructure, logistics solutions and internal know-

how to launch start-ups with limited investment needs. 

Management has identified several product segments 

which may be suitable for start-ups which are continuously 

evaluated.

Continuous profitability improvements

CDON Group aims to improve profitability as the Company 

grows and expands its stores’ product range in more geo-

graphic markets. The Company has operational objectives 

intended to create a positive development of margins in the 

coming years.

Scalable business model: �  By exploiting the above-men-

tioned synergies while the Group is expanding, manage-

ment sees opportunities to drive a positive development of 

margins within existing and new markets.

Transition to products with higher profitability: �  In recent 

years the percentage of sales that originates from the busi-

ness areas Sports & Health and Fashion has grown sharply. 

CDON Group intends to continue to pursue this trend with 

an increasing percentage of sales of higher margin products, 

such as clothing and food supplements. 

Transition to own brands: �  Developing and launching its 

own brand is an important component of the Company’s 

strategy. Management sees good opportunities to continue 

to build the Company’s brands and strengthen customer 

loyalty, and to increase the number of repeat customers by 

offering attractive own brands, including “Nelly” and “Star 

Nutrition”. 
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1 Search engine optimisation (SEO) and search engine marketing (SEM), see “Market-
ing” in section “Business overview” for additional information.

Exploit synergies among the different internet stores

CDON Group’s operations are based on several internet stores 

which operates through a common corporate structure. This 

provides the Company with opportunities to achieve economies 

of scale in several areas:

Purchasing: �  Economies of scale in purchasing supplier 

services and goods for sale. 

CDON Group’s size provides opportunities to negotiate  �

more favourable postal agreements, payment solutions, 

logistics etcetera, than would be possible for the Com-

pany’s internet stores on an independent basis. 

CDON Group’s strong market position makes the Com- �

pany an attractive distribution channel in relation to suppli-

ers, which lays the foundation for attractive and exclusive 

agreements and more advantageous purchasing terms.

Marketing and sales: �  Economies of scale when purchasing 

advertising space, optimisation of SEO/SEM investments1 

and a customer list with more than two million e-commerce 

consumers make it possible to direct offerings to specific 

customer groups based on demography and purchasing 

behaviour.

IT: �  Scalable IT infrastructure with respect to equipment, 

monitoring and business systems, as well as website devel-

opment, where newly developed or improved functions can 

be reused in several internet stores within the Company.

Daily operations: �  Coordination of functions, logistics infra-

structure and formalised procedures for business practices, 

control, logistics and contract negotiations.

Common strategy and financial flexibility: �  Coordination 

of strategies between the Company’s business areas com-

bined with financial capacity to use own cash flows to carry 

out start-ups, geographic expansion of existing web sites 

and add-on acquisitions. 

OrgANISATIONAL STruCTurE

CDON Group is divided into the three business areas Enter-

tainment, Fashion and Sports & Health. Business and support 

functions are available at a group level to support each busi-

ness area in its operations. For more information about senior 

managers and their functions, see section “Board of Directors, 

Executive Management and Auditors”.

For information regarding legal structure, see section “Legal 

considerations and supplementary information”.

Organisational structure

CDON Group

Accounting  
and finance

Entertainment Fashion Sports & Health

Support functions

Source: CDON Group.
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Entertainment business area overview 

Source: CDON Group. Note: Lekmer.com was acquired in 2010 and is therefore not included in the financial information above. 
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CDON.COM

CDON.COM was launched in 1999 and today has a strong position in the Entertainment market 

in the Nordic region, with respect to both traditional retail and e-commerce. The internet store is 

available in local versions in the Nordic region, which together registered almost sixty million visits 

in 2009.

CDON.COM has a scalable business model with growth partly stemming from expansion to 

new product segments. Today, CDON.COM currently offers a broad product range ranging from 

music and movies to books, games and consumer electronics, with a small but steadily increas-

ing proportion being sold on an on-demand basis. 

Distribution centre

Office

BuSINESS ArEAS

Entertainment

Operations in the Entertainment business area are conducted through the internet stores CDON.COM, BookPlus.fi and Lekmer.com. 

In 2009 the business area accounted for 76 per cent of CDON Group’s net sales and 74 per cent of operating income.
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BookPlus.fi

BookPlus.fi was Finland’s first online bookstore when it was launched in 1995. CDON Group 

acquired BookPlus.fi in December 2007 as a platform in Finland and the internet store has 

subsequently been integrated into the Company’s infrastructure. Today BookPlus.fi is a market 

leading player on the Finnish book market on the internet.

BookPlus.fi offers a broad product range with a total of 3.5 million Finnish, English, German 

and Swedish titles in all genres, from children’s books to professional literature and academic 

titles. The internet store targets the Finnish market and registered 3.5 million visits in 2009. Rev-

enue stems from sales to private individuals as well as to companies.

Lekmer.com

Lekmer.com was launched in Sweden in 2006 and is currently a market leading internet store for 

toys and products for children. CDON Group acquired Lekmer.com in late March 2010.

The product range comprises approximately 4,500 toys and children’s products from leading 

brands such as Alga, Mattel, Brio, Micki, Babybjörn, Disney, Hasbro, Lego and Playmobil. The 

number of visits to the internet store more than doubled in 2009, with a total of 1.5 million visits 

for the year. Lekmer.com was launched in Norway in October 2010 and in Finland and Denmark 

in November 2010.
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Fashion business area overview 

Source: CDON Group. Note: Nelly.com was consolidated from 1 September 2007 and LinusLotta.com from 1 January 2008. Heppo.com was launched in August 2010 and is 
therefore not included in the financial development 2008-2009.
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Fashion

Operations in the Fashion business area are conducted through the internet stores Nelly.com, LinusLotta.com and Heppo.com. 

In 2009 the business area accounted for twelve per cent of CDON Group’s net sales and 6 per cent of operating income.  

Nelly.com

Nelly.com was founded in 2004. After CDON Group acquired the internet store in 2007, it under-

went extensive structural improvements, such as a new layout for the internet store, a new IT in-

frastructure and improved warehouse logistics. Nelly.com has expanded rapidly with launches in 

Norway in June 2008, and in Denmark and Finland in October 2008. In October 2010 a German 

version of Nelly.com was introduced, which marked the first expansion outside the Nordic region.

The product range was expanded from initially comprising of underwear, swimwear and 

women’s wear, to also include clothing for children and men, as well as accessories and beauty 

products. In total, Nelly.com offers more than 400 external brands in a broad range of low-end 

to high end price segments. In 2008, Nelly.com launched own brands, including “Nelly”. The 

product range under the Company’s own brands has subsequently grown and currently includes 

an extensive range of shoes and accessories, as well as clothing and underwear.
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LinusLotta.com

LinusLotta.com already had a Nordic presence when CDON Group acquired the internet store in 

2007. After the acquisition, LinusLotta.com was integrated into CDON Group’s infrastructure and 

registered almost two million visits in 2009.

The product range consists of children’s clothing and shoes, as well as maternity clothing. The 

target group comprises pregnant women and parents with children aged 0–12 years.

Heppo.com 

Heppo.com is an internet store focused on shoes and shoe accessories that started its opera-

tions in Sweden in August 2010 and expanded to the rest of the Nordic countries in September 

2010. Heppo.com is an example of how CDON Group takes advantage of existing IT infrastruc-

ture, logistics solutions and internal know-how to carry out a start-up with limited investment 

requirements.

The product range consists of a broad range of high-end shoes and shoe accessories from 

more than 100 different brands. The internet store’s primary target groups are men and women 

aged 25–35.
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Sports & Health business area overview

Source: CDON Group. Note: Gymgrossisten.com and Bodystore.com were consolidated from 1 February 2008. 
1 The financial development for 2008 relates to the period February to December. 
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Sports & Health

Operations in the Sports & Health business area are conducted through the internet stores Gymgrossisten.com (Fitnesstukku.fi 

in Finland) and Bodystore.com. In 2009 the business area accounted for twelve per cent of CDON Group’s net sales and 21 per cent  

of operating income.

Gymgrossisten.com

Gymgrossisten.com was founded in 1996 and is today the leading internet store in the Nor-

dic countries for food supplements with close to four million visits in 2009. Even with respect 

to the total market, Gymgrossisten.com holds a leading position. CDON Group acquired 

Gymgrossisten.com and its Finnish equivalent, Fitnesstukku.fi, in 2008 and the Company opened 

the Norway store in October 2008. In addition to sales via the internet store, Gymgrossisten.com 

also sells its products through six franchises, five Swedish and one Norwegian one. 

Gymgrossisten.com offers a broad range of various types of food supplements. The prod-

ucts are available in several different forms, including bars, powder and beverages, and are 

mainly used for muscle-building, meal replacement, performance enhancement, weight loss 

and to achieve general good health. The products contain vitamins, minerals, carbohydrates 

and protein. The internet store offers attractive external brands such as Better Bodies, Abilica, 

Multipower and SAN Nutrition, together with its own brand “Star Nutrition”. Gymgrossisten.com 

also has a growing product offering of books, training equipment and workout apparel. The goal 

is to launch Gymgrossisten.com in Denmark in December 2010.
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Bodystore.com

Bodystore.com is one of Sweden’s leading internet stores for beauty, health food and well-being, 

with more than 1,700 items in its product range. The internet store was included in the acquisi-

tion of Gymgrossisten in 2008 and has since then undergone substantial improvements, includ-

ing a new layout adapted to the customer target group. Bodystore.com registered more than one 

million visits in 2009, an increase of 66 per cent from 2008. 

The product range covers a broad spectrum of health and beauty products, food supple-

ments, workout apparel and exercise equipment. The product range consists of both external 

brands and own brands. 

Source: CDON Group. 
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CDON Group’s value chain

VALuE CHAIN

CDON Group’s value chain ranges from purchasing products 

from external brands or product development of own brands, to 

marketing its internet stores and products to generate traffic to 

the Company’s internet stores. This traffic then leads to product 

sales, which are finally delivered to the customer, with cus-

tomer support provided when needed. Each step in the value 

chain is supported by the Company’s support functions and IT 

infrastructure. 

Marketing

CDON Group’s marketing activities aim to drive traffic to the 

Company’s internet stores to generate sales. Marketing activities 

also increase awareness of the Company’s own brands, which 

always is an advantage since it generates customer loyalty and 

interest. Marketing takes place through a number of different 

marketing channels, including the internet and television. 

Investments in online advertising can be carefully monitored 

in terms of return and each advertising campaign is measured 

and evaluated for effectiveness according to specific criteria. 

The main marketing channels on the internet are search en-

gines and affiliate networks. In addition, marketing between the 

internet stores within CDON Group offers interesting opportuni-

ties to customise advertising to the visitors.

Search engine optimisation (SEO) and search engine market-

ing (SEM) are of particular importance with respect to the 

internet and marketing via search engines. The goal of SEO is 

for websites to reach top positions in search results at no cost 

to the Company. With SEM, a particular website appears as 

a sponsored link on a prominent position in the search engine 

and when the user clicks on the sponsored link, the Company 

incurs costs that vary depending on the keywords involved.

Affiliate networks are based on a system in which advertis-

ers are matched with website owners. Through the affiliate 

network, owners place advertisers’ ads on their website and the 

advertiser then pays per visit or per purchase. The advantage 

for advertisers is the opportunity to reach out to a large number 

of sites with less administrative work because all payments and 

contacts with the owners of sites are compiled by and take 

place via an affiliate network. 

Cross-marketing via e-mail among CDON Group’s internet 

stores complements other advertising. By cross-marketing, the 

Company has the opportunity to cost-effectively take advantage 

of the aggregate visitor traffic to the Company’s internet stores. 

Activities aimed at promoting loyalty among existing custom-

ers mainly involve customised direct marketing. CDON Group 

has increased its customer base to include more than two million 

customers, which provides major opportunities for customised 
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direct marketing, and weekly and monthly newsletters with prod-

uct campaigns are a proven concept for increasing sales.

Other marketing channels such as social media and blogs are 

becoming increasingly important and are particularly effective 

for more trendy internet stores, such as Nelly.com, with the 

purpose of generating sales and increasing brand awareness. 

Gymgrossisten.com regularly distributes product catalogues to 

its customers to market its product range.

CDON Group has purchased TV and radio advertising for 

many years from MTG as well as from external parties. In Fin-

land the Company has purchased TV advertising from external 

parties since 2002. CDON Group has also had a beneficial 

arrangement with MTG, which has enabled lower marketing 

costs. TV and radio will also in the future, after the listing, be 

prioritised marketing channels. For further information regarding 

the arrangement with MTG, see section “Major agreements”.

Internet stores

An internet store is a website for selling products online. An 

interface adapted to both products and customers, with clear 

information, quick response time, easy navigation and effective 

search tools are the essential elements an internet store needs in 

order to attract and retain visitors and to get a high percentage of 

visitors to make purchases. CDON Group works continuously on 

improving existing internet stores and opening new ones.

The Company has extensive internal expertise within inter-

face production and logical structures, as well as in designing 

graphic content for internet stores. The same architecture is 

used for the internet stores within each business area, which 

provides each of the business area’s internet stores with 

synergies when the infrastructure or layout is updated and the 

updates are mirrored. 

Supply chain

Successful purchases are necessary to maintain and optimise the 

Company’s profitability. Each business area handles purchasing 

separately. The product range comprises a combination of prod-

ucts from external and own brands. Approximately 20 per cent 

of sales at Nelly.com and 50 per cent at Gymgrossisten.com are 

attributable to own brands. By introducing its own brands, the 

product offering can be tailored to meet customer demand and 

thereby increase customer loyalty and strengthen the Company’s 

brand. Own brands also entail an exclusive range of products for 

the Company, where the customer usually can purchase these 

products only through the Company’s internet stores.

In Entertainment, purchases are usually made according to 

individual contracts with each supplier, where less than five per 

cent of purchases are currently binding contracts with minimum 

purchase volumes or similar commitments. In the Entertainment 

business area, the internet stores do not sell any products with 

the Company’s own brands.

The purchasing structure for Fashion differs from the one 

for Entertainment. Typically, the fashion industry divides its 

commercial offering into two seasons, the spring/summer and 

autumn/winter collections. Orders are placed “before the sea-

son”, which tend to be large orders, “during the season”, which 

means that new styles are purchased to meet demand and “re-

plenishment orders”, to complement the existing product range. 

Own brands are developed in cooperation with a partner that 

delivers sizes and designs. Manufacturing for the Fashion busi-

ness area is carried out by carefully selected suppliers in Asia, 

where the partner handles contacts with factories and quality 

control. CDON Group aims for its suppliers to comply with local 

regulations and requirements in respective markets. The entire 

product range for the business area is kept in stock.

Examples of own brands

Source: CDON Group. 

Star Nutrition Nelly shoes
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Sports & Health sells both external brands and own brands. 

CDON Group develops its own brand “Star Nutrition” in coop-

eration with a supplier. The supplier handles all manufacturing 

and normally delivers the products to Gymgrossisten.com for 

packaging at the Company’s central warehouse in Trollhättan, 

Sweden. The entire product range for the business area is kept 

in stock.

Sales

The core of CDON Group’s business is to attract visitors to 

the internet stores and then get them to make purchases. The 

Company’s more than decade-long experience of e-commerce 

has contributed to its extensive expertise on how internet stores 

and advertising campaigns should be designed to increase 

the number of orders in relation to the number of visits. This is 

also done through bundled offers, combined with weekly and 

monthly promotions. CDON Group’s target customer groups 

differ depending on individual internet store, which is illustrated 

in the figure below.

Source: CDON Group. 

 Age: <20 30 40 50 >60

Illustrative target group per internet store

Order management and distribution

CDON Group has integrated logistics solutions to efficiently 

manage the large number of orders that go through the Com-

pany’s system and to cost-effectively meet customer demand 

Inventory management within Entertainment is contracted to 

external service providers which handle packaging and delivery, 

with the largest warehouse situated in Borås, Sweden. The 

warehouse for Fashion is also located in Borås, Sweden, and 

all warehouse work is handled internally. Relatively high levels 

of inventories are kept to be able to deliver increased sales vol-

umes with quick deliveries. The warehouse for Sports & Health 

is located in Trollhättan, Sweden, and is managed internally by 

CDON Group. 

Customer support

Customer support within CDON Group is handled by ap-

proximately sixty full-time employees. Most customer contacts 

are handled via e-mail which has often proven to be the most 

time-efficient and cost-effective way to communicate with cus-

tomers. Sports & Health offers customer support and advisory 

services by phone as a complement to e-mail due to the com-

plexity of its product offering. CDON.COM also uses telephone 

support as a complement to e-mail.

Returned products are handled separately by the respec-

tive business areas. CDON Group actively works to reduce the 

percentage of returned goods through a number of measures, 

such as increased information at the internet stores about the 

products as well as a function that allows customers to rate and 

review products. 

IT

The IT infrastructure refers to hardware and software used 

by CDON Group to provide sales via the Company’s internet 

stores, mainly to private individuals. The primary elements of 

the IT infrastructure consist of hardware and three separate site 

architectures. 

The hardware component of the IT infrastructure is built to 

support both continuity and scalability. The servers that store 

CDON Group’s internet stores are owned by the Company, 

stored with a Swedish IT company and connected to the 

internet via high-speed connections. System administration and 

monitoring of the servers is handled internally with support 24 

hours a day, seven days a week. 

The separate site architectures, one for each business area, 

are continually updated to handle the growing number of visi-

tors, as well as to enable the integration of new product lines 

and expansion into new geographic markets. 

As a natural result of being a pure e-commerce company, 

IT is of significant importance to CDON Group. Similarly to the 

appearance and location of the physical store having a large im-

pact in traditional retail, the appearance and functionality of the 

Internet stores is very important to CDON Group. At the same 

time, it is important that the Company’s internet stores are up to 

a high standard in terms of logistics, speed and security.

for quick deliveries. The system is designed to automatically 

transfer customer orders to the relevant distribution centre 

where the orders are packed and prepared for delivery to the 

customer. The deliveries are carried out by mail through external 

shipping companies. Inventories are handled separately for 

each business area.
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Finance and support functions

CDON Group handles a number of services at the group level 

that support the Company’s business areas. Examples of such 

services are SEO and SEM, IT and finance. 

pErSONNEL

CDON Group views its employees as crucial to the operation. 

Attracting and retaining staff along with skillset development 

are necessary for CDON Group’s success as well as to meet 

established growth targets and business development. As at 31 

December 2009 the Company had 221 full-time employees, 52 

per cent of which in Entertainment, 33 per cent in Fashion and 

15 per cent in Sports & Health.

personnel

2009 2008 2007

Number of full-time equiva-
lent employees at year-end 221 202 99

Women/men, % 50/50 36/64 37/63

Average age 31 29 28

Average number of 
employees per year 203 167 68

Full-time employees per function (2009)

Management and  
central functions, 7%

IT, 6%

Sales and marketing, 33%

Operations and logistics, 31%

Customer service, 23%

Source: CDON Group.

Full-time employees by business area (2009)

Sports & Health, 15%

Fashion, 33%

Entertainment, 52%

Source: CDON Group.
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CONDENSED FINANCIAL INFORMATION

Group January–September Full year

(SEK million) 2010 2009 2009 2008 2007

Operating revenue and income

Net sales 1,441 1,131 1,746 1,286 910

Gross income 281 232 269 192 132

Operating income before depreciation and amortisation (EBITDA)1 101 79 131 88 80

Operating income (EBIT)1 97 74 125 83 79

Income before tax2 82 64 113 75 91

Net income from continuing operations 64 45 80 49 63

Net income for the period3 64 45 80 49 104

Balance Sheet

Non-current assets 262 255 255 258 48

Current assets excluding interest-bearing receivables 323 183 214 280 178

Interest-bearing receivables 145 156 270 102 177

Cash and cash equivalents 21 4 3 42 82

Equity2 310 215 8 171 175

Interest-bearing liabilities2 85 116 258 102 15

Non-interest-bearing liabilities 314 243 475 408 295

Total assets 730 594 741 682 485

Operating cash flow

Net income for the period 64 45 80 49 104

Non-cash items 18 31 47 36 –1

Changes in working capital –98 19 91 27 2

Net cash flow from operating activities –16 95 219 111 105

Net cash flow from investing activities –9 –3 –6 –200 26

Net cash flow from financing activities 42 –129 –255 49 –189

Profitability and related ratios

Gross margin 19.5% 20.5% 15.4% 14.9% 14.5%

EBITDA margin 7.0% 7.0% 7.5% 6.8% 8.8%

Operating margin 6.7% 6.6% 7.2% 6.4% 8.7%

Return on capital employed4 44.1% 28.5% 37.5% 25.9% 38.2%

Return on equity2, 4 62.0% 31.3% 49.8% 24.9% 33.2%

Capital structure and related ratios

Net debt (+) / Net cash (–) –81 –43 –15 –42 –245

Equity/asset ratio 42.5% 36.2% 1.1% 25.1% 36.1%

Operational key ratios

No. of visits, thousands 76,683 62,348 88,041 63,460 53,702

No. of orders, thousands 3,154 2,616 3,933 3,154 2,827

Average shopping basket, SEK 442 409 421 409 372

The following section contains CDON Group’s financial information for the period 2007–2009 as well as the nine month 

period January–September 2009 and 2010. In September 2010, there was a recapitalisation of CDON Group which is 

described under section “Capital Structure and Refinancing”.

1 CDON Group has historically been able to utilise unsold advertising airtime on channels of Viasat, a company related to MTG, at a discount to the prevailing market price of sold 
advertising airtime of corresponding type. This discount is estimated to have amounted to SEK 15 million during the first nine months of 2010, and approximately SEK 14.5 mil-
lion during the same period in 2009 (approximately SEK 20 million for the full year 2009). 

2 In September 2010, CDON Group was recapitalised, for further information see section “Capital Structure and Refinancing”.
3 Net income in 2007 included profit from discontinued operations of SEK 41 millions.
4 Based on the four last quarters. 
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January–September Full year

(SEK million) 2010 2009 2009 2008 2007

External sales

Entertainment 930 839 1,333 1,062 903

Sports & Health 212 159 211 145 –

Fashion 298 136 203 79 7

Operating income

Entertainment 56 52 93 87 82

Sports & Health 27 20 26 16 –

Fashion 14 2 7 –19 –1

Operating margin

Entertainment 6.1% 6.2% 7.0% 8.2% 9.0%

Sports & Health 12.7% 12.7% 12.4% 10.8% –

Fashion 4.8% 1.6% 3.5% –24.3% –17.1%

January–September Full year

(SEK) 2010 2009 2009 2008 2007

Earnings per share 32.76 89.23 159.11 97.13 208.87

Equity per share 4.70 427.76 13.48 341.79 349.31

Dividend per share – – 300.00 – –

January–September Full year

(SEK) 2010 2009 2009 2008 2007

Earnings per share 0.96 0.67 1.20 0.73 1.57

Equity per share 4.65 3.22 0.10 2.58 2.63

Dividend per share – – 2.26 – –

SEgMENT INFOrMATION

Condensed Financial Information, cont’d.

pEr SHArE DATA
Per share data are based on the weighted average number of shares for each period and adjusted for a split 250:1.

Per share data below are based on the current number of shares, 66,342,124, as per November 2010, see section “Capital structure 
and refinancing”.

January–September Full year

(SEK million) 2010 2009 2009 2008 2007

Sweden – – 901 671 454

Norway – – 403 290 241

Finland – – 277 204 110

Denmark – – 160 118 103

Rest of Europe – – 5 3 3

SALES By gEOgrApHICAL ArEA
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prErEQuISITES

The “Condensed Financial Information” section should be read 

in conjunction with “Comments on Financial Development and 

Future Prospects” as well as the audited consolidated accounts 

of CDON Group AB. For complete information on the Com-

pany’s financial performance and position, see sections “Interim 

Report for 1 January–30 September 2010” and “Historical 

Financial Reports 2007–2009”.

The amounts in the “Condensed Financial Information” and 

“Comments on Financial Development and Future Prospects” 

sections are rounded to the nearest million SEK, but calculated 

using a larger number of decimal points. Percentages are 

reported with one decimal point and have also been rounded. 

Rounding may result in certain tables not adding up.

DEFINITIONS

Operating income (EBIT)

Operating income is earnings before interest and tax (EBIT).

Operating income before depreciation and amortisation 

(EBITDA)

Operating income before depreciation and amortisation is earn-

ings before interest, tax, depreciation and amortisation (EBITDA).

working capital

Working capital equals the total of inventory and current receiv-

ables, less trade accounts payable and other current liabilities.

Net cash flow from operations

Cash flow from operating activities is calculated as operating 

income before depreciation, amortisation and other non-cash 

items, plus/minus changes in working capital.

Net debt

Net debt equals total interest-bearing liabilities, less interest-

bearing current and non-current assets and cash and cash 

equivalents.

Equity/asset ratio

The equity/assets ratio equals equity including non-controlling 

interests, expressed as a percentage of total assets.

Operating margin

Operating margin is operating income as a percentage of net 

sales.

return on capital employed

Return on capital employed equals operating income for the 

four last quarters  divided by average capital employed for the 

same period, as a percentage. Capital employed is calculated 

as the average of total non-current assets, cash and working 

capital, less provisions.

return on equity

Return on equity equals net income for the four last quarters 

divided by average equity for the same period, as a percentage.



39

CDON grOup LISTING PROSPECTUS

COMMENTs ON FINANCIAL DEVELOPMENT 
AND FUTURE PROsPECTs

The following notes are intended to facilitate the understanding and evaluation of the trends and developments affecting 

the Company’s results and financial position. Historical results do not necessarily provide an accurate indication of future 

performance. This report is intended to be read together with the Company’s audited consolidated statements for the 

financial years 2009, 2008, and 2007, as well as its reviewed consolidated statement for the period 1 January–30 Septem-

ber 2010, prepared in accordance with IFRS accounting regulations, in addition to accompanying notes.1

 This section contains future-oriented statements dependent upon future events, risks, and uncertainties, including 

those described in the section “Risk factors”. The Company’s actual results may deviate significantly from the results 

referred to, or suggested in, these future-oriented statements for a variety of reasons, including, but not restricted to, the 

risks described below and elsewhere in this prospectus. 

 Reported amounts in sections “Condensed financial information” and “Comments on financial development and future 

prospects” are rounded off to the nearest million SEK, while calculations are carried out using multiple decimal points. 

Percentages are reported with one decimal point, and have also been rounded off. Note that the rounding off of figures 

may give the impression that certain calculations do not add up.

INTrODuCTION

CDON Group is today a prominent player in the Nordic market 

in online retail sales, offering a wide range of films, games, 

books, music, toys, consumer electronics, clothing, shoes and 

food supplements, along with other products. In addition to 

physical products, CDON Group’s product range also includes 

digital products for downloads and streaming. The Company’s 

customer list exceeds two million active customers. In 2009, 

CDON Group’s net sales were sEK 1,746 million.

The group’s activities are divided into three business seg-

ments: Entertainment, Fashion, and sports & Health. The 

Entertainment segment, which accounted for 76.3 per cent of 

Group net sales in 2009, includes CDON.COM, BookPlus.fi and 

Lekmer.com2. The Fashion segment, which accounted for 12.1 

per cent of Group net turnover in 2009, includes Nelly.com, 

LinusLotta.com and Heppo.com3. The sports & Health seg-

ment, which accounted for 11.6 per cent of Group net turnover 

in 2009, includes Gymgrossisten.com and Bodystore.com. 

KEY FACTOrS AFFECTINg EArNINgS

The following factors CDON Group considers as those that 

have the most significant impact on the Company’s financial 

performance:

The prevailing economic situation and consumer purchasing  �

power

Market development for e-commerce �

Currency exposure �

seasonal variations �

Acquisitions �

IT development and performance �

The economic situation and consumer purchasing power

CDON Group’s operations are primarily based in sweden, 

Norway, Denmark, and Finland. The general economic climate 

and business conditions in these countries impact the Com-

pany’s results and financial position. In addition, the competitive 

situation and consumption trends on the e-commerce market 

are affected by macroeconomic factors such as GDP growth, 

consumer sentiment, the level of household disposable income, 

and consumption.

Market development for e-commerce

The ongoing technology development brings about changes that 

influence the commerce of the products being sold by CDON 

Group, mainly music, books, films and computer games. There 

is a growing trend for products being digitised and sold or dis-

tributed over the internet. As a consequence, demand is shifting 

from for example CDs towards digital music formats and from 

physical books towards e-books.

Currency exposure

Owing to the nature of its international operations, CDON 

Group’s results and financial position are inherently exposed 

to currency risk, and exchange rate fluctuations may directly 

affect the Company’s income statement and balance sheet. 

The Company’s currency exposure includes both transaction 

exposure and translation exposure. 

Transaction exposure arises when CDON Group makes pur-

chases in one currency, and sells products in another. Approxi-

mately 50 per cent of the Company’s sales, and approximately 

80 per cent of its purchases, are made in swedish krona. Other 

purchases and sales transactions are primarily made in the Nor-

wegian and Danish krona, euro, Us dollars, and British pounds. 

In accordance with its finance policy, CDON Group does not 

hedge against currency exposure.
1 For details regarding accounting principles, see sections ”Interim Report for  

1 January–30 september 2010” and "Historical financial reports 2007-2009".
2 The internet store was acquired in March 2010.
3 The internet store was launched in August 2010.
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Seasonal variations

CDON Group’s operations are characterised by certain sea-

sonal variations, affecting sales, earnings, and levels of working 

capital. However, each business segment is affected by sea-

sonal variations which differ somewhat between the business 

areas, mitigating the impact on the Group as a whole. In terms 

of sales and profit, the fourth quarter is generally the strongest, 

with Christmas sales acting as an important contributory factor. 

Typically, working capital reaches its lowest level during this 

period, due to the high level of purchases at beneficial payment 

terms. Consequently, working capital normally increases during 

the early part of the year, causing a negative cash flow effect. 

Group sales are generally weaker during the second quarter, 

resulting in lower profits. However, the Company’s strong sales 

growth so far has lessened the impact of seasonal variations. 

These seasonal variations are illustrated in the graph below.

DESCrIpTION OF ITEMS AFFECTINg THE EArNINgS

reclassification

Marketing expenses and some internal inventory management 

costs have been reclassified. These changes came into effect 

from 1 January 2010. For more information, see Note 1 in section 

"Interim Report for 1 Januari-30 september 2010".

Net sales

The Group’s consolidated net sales comprise revenues gener-

ated from sales from a wide range of product categories within 

the business segments Entertainment, Fashion, and sports & 

Health, including films, games, books, music, toys, consumer 

electronics, clothing, shoes and food supplements. Group net 

sales are mainly driven by customer demand, with product 

sales volumes as well as average sales prices also affecting the 

Company’s turnover.

Cost of goods and services sold

CDON Group’s largest cost items are cost of goods and serv-

ices sold. Cost of goods and services sold primarly comprises 

costs for goods purchased intended for sale. Cost of goods 

and services sold also includes direct sales costs. Direct sales 

costs also include shipping costs, external inventory manage-

ment and packaging costs and marketing expenses, as well as 

fees associated with payment solutions. shipping costs relate 

to the acquisition of goods, as well as deliveries to customers. 

In 2009, cost of goods and services sold represented 84.6 

per cent of net sales, as well as approximately 78.8 per cent 

of the cost of goods purchased, approximately 4.4 per cent of 

marketing expenses, approximately 13.7 per cent of inven-

tory management and shipping costs, and approximately 3.1 

per cent of other costs. Included in the cost of goods sold is 

an obsolescence write-down in inventory value conducted in 

2009, totalling approximately 4.5 per cent. CDON Group has 

historically been able to utilise unsold advertising airtime on 

channels of Viasat, a company related to MTG, at a discount 

to the prevailing market price of sold advertising airtime of cor-

responding type. This discount is estimated to have amounted 

to sEK 15 million during the first nine months of 2010, and 

approximately sEK 14.5 million during the same period in 2009 

(approximately sEK 20 million for the full year 2009). see sec-

tion “Legal considerations and supplementary information” for 

more information.
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Sales and administration expenses

Group sales and administration expenses primarily comprise 

the Company’s personnel expenses. These include costs 

linked to distribution and internal inventory management in the 

business areas Fashion and sports & Health, in addition to 

costs for the Company’s administrative and central operations, 

including IT, enterprise resource planning, rent for premises, and 

expenses associated with the Chief Executive Officer and Chief 

Financial Officer.  

As an independent public company, CDON Group will incur 

higher costs in line with other listed companies on Nasdaq 

OMX stockholm, including fees related to the listing, corporate 

governance, renumeration to the board of directors and similar 

costs. Approximately sEK 10 million will incur annually as 

CDON Group becomes a listed company.

Depreciation of intangible and tangible fixed assets

Depreciation of intangible and tangible fixed assets is distrib-

uted among the aforementioned cost items. This item consists 

of depreciation applied to machinery and equipment, in addition 

to computer software and capitalised IT development. In 2009, 

depreciation of intangible and tangible assets accounted for 0.4 

per cent of Group net sales.

Depreciation has been applied using the straight-line 

method over the assets’ useful lives. Machinery and equip-

ment are depreciated over 3–5 years, and capitalised expenses 

over 3–10 years. Intangible assets, besides goodwill, refer 

to trademarks considered to have an indefinite lifespan in an 

acquisition calculation. Other rights and licences are depreci-

ated over their estimated income period, based on the licence 

conditions. According to IFRs accounting regulations, goodwill 

is not depreciated. However, both goodwill and trademarks are 

subject to impairment tests at least once a year.

Other operating income and Other operating costs

In 2009, Other operating income and Other operating costs 

comprised of earnings from the sale of fixed assets, as well as 

exchange gains and losses, respectively. Other operating in-

come amounted to sEK 2.2 million in 2009 and Other operating 

costs sEK 1.4 million in 2009.

THE rESulT

The table below shows the result of CDON Group for the 

given periods. The table serves as a basis for the comparison 

between periods, which follows after the table.

Comparison between periods January–September 2010 

and January–September 2009

Net sales

CDON Group’s net sales increased by 27.4 per cent year-on-year 

to sEK 1,441 million for the period 1 January–30 september 

2010, up from sEK 1,131 million. sales increased in all business 

areas.

Net sales for the  � Entertainment business area totalled 

sEK 930 million, corresponding to 64.5 per cent of CDON 

Group’s net sales for the period 1 January–30 september 

2010, compared with 74.2 per cent for the correspond-

ing period in 2009. The business area’s net sales for the 

period climbed 10.9 per cent year-on-year, up from sEK 

839 million. Lekmer.com, which was consolidated during 

the second quarter of 2010, has developed according to 

plan and reported robust sales growth in the third quarter. 

BookPlus.fi also reported a strong performance and is 

well-positioned to continue to capture market share on the 

Finnish book market. CDON.COM reported increased sales 

in all product categories except CDs, which comprised the 

segment’s third largest product category for the quarter. 

Electronics and books comprised the fastest growing 

product categories.  

Net sales for the �  Fashion business area totalled sEK 298 

million, corresponding to 20.7 per cent of CDON Group’s 

net sales for the period 1 January–30 september 2010, 

compared with 12.1 per cent for the corresponding period in 

2009. The business area’s net sales for the period increased 

by 118.7 per cent year-on-year, up from sEK 136 mil-

lion. The sales growth reflects the increased popularity of 

Nelly.com in the Nordic countries, as well as the contribution 

from recently launched Heppo.com.

Group
(SEK million)

January–September Full Year

2010 2009 2009 2008 2007

Net sales 1,441 1,131 1,746 1,286 910

Operating income 97 74 125 83 79

Income before tax 82 64 113 75 91

Net income for year from continuing operations 64 45 80 49 63

Net income for period1 64 45 80 49 104

Total income for period 62 43 79 53 104

1 Net income in 2007 included profit from discontinued operations of sEK 41 millions.
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Net sales for the  � Sports & Health business area totalled 

sEK 212 million, accounting for 14.7 per cent of CDON 

Group’s net sales for the period 1 January–30 september 

2010, compared with 14.1 per cent for the corresponding 

period in 2009. The business area’s net sales for the period 

increased by 33.6 per cent year-on-year, up from sEK 159 

million. This sales growth is primarily reflected in increased 

market share for Gymgrossisten.com in Norway and 

Fitnesstukku.fi in Finland.

Operating income

CDON Group’s operating income increased by 29.7 per cent 

year-on-year to sEK 97 million for the period 1 January–30 

september 2010, up from sEK 74 million. The increase reflects 

sales growth and a continued increase in market share for each 

business area. The company’s operating margin totalled 6.7 per 

cent during the period, compared with 6.6 per cent during the 

corresponding period in 2009.

The company’s cost of goods and services sold totalled 

sEK 1,160 million for the period 1 January–30 september 

2010, corresponding to 80.5 per cent of net sales. During the 

corresponding period in 2009 the cost of goods and services 

sold was sEK 899 million, corresponding to 79.5 per cent of 

net sales. Gross margin for the period 1 January–30 septem-

ber 2010 was negatively impacted by the appreciation of the 

swedish krona against the Norwegian and Danish currencies 

as well as the euro. The majority of the Group’s expenses are 

denominated in swedish krona, while almost half of the Group’s 

sales are denominated in other currencies.

selling and administrative expenses totalled sEK 184 million 

for the period 1 January–30 september 2010, accounting for 

12.7 per cent of net sales. During the corresponding period in 

2009 selling and administrative expenses totalled sEK 160 mil-

lion, corresponding to 14.1 per cent of net sales. 

Operating income for the  � Entertainment business area 

totalled sEK 56 million, corresponding to 58.3 per cent of 

CDON Group’s operating income for the period 1 Janu-

ary–30 september 2010. The business area’s operating 

income increased by 8.0 per cent year-on-year, up from 

sEK 52 million. Operating margin dropped to 6.1 per cent 

year-on-year for the period 1 January–30 september 2010, 

down from 6.2 per cent. The business area’s profitability 

was affected by the consolidation of Lekmer.com, increased 

marketing expenses, the introduction of a new web platform 

for Lekmer.com and the appreciation of the swedish krona 

against the Norwegian and Danish currencies as well as the 

euro, compared with the previous year. 

Operating income for the  � Fashion business area totalled 

sEK 14 million, accounting for 14.7 per cent of CDON 

Group’s operating income for the period 1 January–30 sep-

tember 2010. The business area’s operating income jumped 

537.4 per cent year-on-year, up from sEK 2 million. Operat-

ing margin improved to 4.8 per cent year-on-year during 

the period 1 January–30 september 2010, up from 1.6 per 

cent, primarily as a result of economies of scale associated 

with increased sales. The business area’s operating income 

was negatively impacted by costs related to the launch of 

Heppo.com in the Nordic countries and the expansion of 

Nelly.com in Germany, as well as the increase in marketing 

expenses. 

Operating income for the �  Sports & Health business area 

totalled sEK 27 million, corresponding to 27.9 per cent of 

CDON Group’s operating income for the period 1 Janu-

ary–30 september 2010. The business area’s operating 

income jumped 34.0 per cent year-on-year, up from sEK 20 

million, attributable to the sales growth in the business area. 

The business area’s operating margin remained unchanged 

for the period 1 January–30 september 2010 compared 

with the corresponding period in 2009 at 12.7 per cent.

Income before tax

Income before tax increased by 29.6 per cent year-on-year to 

sEK 82 million for the period 1 January-30 september 2010, up 

from sEK 64 million. The Group’s net financial items increased 

by 29.8 per cent year-on-year for the period 1 January–30 

september 2010, which primarily reflected higher financial gear-

ing following a dividend of sEK 150 million to MTG in November 

2009, as well as unrealised currency gains and losses for each 

period.

Net income for period

Net income for the period increased by 42.3 per cent year-on-

year to sEK 64 million for the period 1 January–30 september 

2010, up from sEK 45 million. Tax expense was sEK 18 million 

for the period 1 January–30 september 2010, compared with 

sEK 18 million for the corresponding period in 2009, corre-

sponding to a tax liability of 22.0 per cent and 29.0 per cent of 

income before tax for each period, respectively. 

Total comprehensive income for period

Total comprehensive income for the period increased by 44.4 

per cent year-on-year to sEK 62 million for the period 1 Janu-

ary–30 september 2010, up from sEK 43 million. Translation 

differences for the period totalled sEK –2 million for the period 

1 January–30 september 2010, compared with sEK –2 million 

for the corresponding period in 2009.
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Comparison between financial years 2009 and 2008

Net sales

CDON Group’s net sales increased by 35.8 per cent from sEK 

1,286 million in 2008 to sEK 1,746 million in 2009. sales in-

creased across all business areas and all geographical markets 

in which the Company is active.

Net sales in the  � Entertainment business area amounted 

to sEK 1,333 million, representing 76.3 per cent of Group 

net sales in 2009, compared with 82.6 per cent in 2008. Net 

sales of this business area increased by 25.5 per cent from 

1,062 million in 2008, as a result of growing market shares 

and a broadened product range, as well as more effective 

and active use of sEM and sEO1, operational improvements 

and more competitive pricing.

Net sales for the  � Fashion business area amounted to sEK 

203 million, representing 11.6 per cent of Group net sales 

in 2009, compared with 6.1 per cent in 2008. Net sales of 

this business area increased by 156.8 per cent from sEK 

79 million in 2008, as a result of a broadened product range 

and increased awareness of the segment’s brands among 

consumers, partly achieved through more effective and 

active use of online and television marketing as well as sEO. 

In addition, a new website was launched in 2009, featur-

ing new design, improved functionality and more effective 

product exposure, which caused an increased proportion of 

internet store visitors to complete purchases.

Net sales for the  � Sports & Health business area amounted 

to sEK 211 million, representing 12.1 per cent of Group 

net sales in 2009, compared with 11.3 per cent in 2008. 

Net sales of this business area increased by 45.4 per cent 

from sEK 145 million in 2008, as a result of a geographi-

cal expansion, more effective and active use of online and 

television marketing, sEO, a broadened product range and 

operational improvements. Operations within the sports & 

Health business area’s were consolidated into CDON Group 

with effect from 1 February 2008.

Operating income

CDON Group’s operating income increased by 51.4 per cent 

from sEK 83 million in 2008 to sEK 125 million in 2009, which 

was mainly attributable to the increased net sales in accordance 

with the above. The Company’s operating margin amounted to 

7.2 per cent in 2009, compared with 6.4 per cent in 2008.

The Company’s cost of goods and services sold totalled 

sEK 1,477 million in 2009, representing 84.6 per cent of net 

sales. In 2008, the cost of goods and services sold totalled 

sEK 1,094 million, representing 85.1 per cent of net sales. The 

improved gross margin was mainly a result of exchange rate 

changes, but reflected also a shift in the product mix towards 

products such as fashion and food supplements, as well as 

strategic pricing through promotional product bundling and ac-

tive price comparisons with competitors.

sales and administration expenses amounted to sEK 145 

million in 2009, representing 8.3 per cent of net sales. In 2008, 

sales and administration expenses amounted to sEK 110 

million, representing 8.5 per cent of net sales. The decrease in 

relation to net sales was mainly attributable to the Company’s 

achievement of further economies of scale as well as cost ad-

vantages stemming from the integration of LinusLotta.com and 

BookPlus.fi into the Company’s infrastructure.

Operating income in the  � Entertainment business area 

amounted to sEK 93 million, representing 74.1 per cent of 

CDON Group’s operating income in 2009. Operating income 

of this business area increased by 6.9 per cent from sEK 

87 million in 2008, as a result of the business area taking 

market shares and broadening its product range, which 

resulted in increased sales. Operating margin decreased to 

7.0 per cent in 2009 from 8.2 per cent in 2008, as reduced 

margins for the BookPlus.fi internet store affected the result 

negatively, in combination with a larger share of net sales for 

the period stemming from games and consumer electron-

ics, where margins are lower than for other products of the 

business area.

Operating income in the  � Fashion business area amounted 

to sEK 7 million, representing 5.6 per cent of CDON Group’s 

operating income in 2009. Operating income of this busi-

ness area increased by sEK 26 million from sEK -19 million 

in 2008, primarily as a result of increased net sales and a 

realisation of synergies mainly from centralised administra-

tion for Nelly.com and LinusLotta.com, with effect from May 

2009. Operating margin amounted to 3.5 per cent during 

2009.

Operating income in the  � Sports & Health business area 

amounted to sEK 26 million, representing 20.9 per cent of 

CDON Group’s operating income in 2009. Operating income 

of this business area increased by 67.3 per cent from 

sEK 16 million on 2008, which was attributable mainly to 

increased net sales. Operating margin for the business area 

was improved to 12.4 per cent in 2009 from 10.8 per cent in 

2008, primarily as a result of improved purchasing prices.

Income before tax

CDON Group’s income before tax equals the Company’s operat-

ing income plus interest income and similar income statement 

items, less interest expenses and similar income statement items. 

Income before tax increased by 52.1 per cent from sEK 75 million 

1 see “Marketing” in section "Business overview" for an explanation of sEM and sEO.
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in 2008 to sEK 113 million in 2009. Interest income and similar 

income statement items decreased by 83.2 per cent from sEK 4 

million in 2008 to sEK 1 million in 2009 as a result of lower interest 

rates and reduced cash and cash equivalents in interest-bearing 

accounts. Interest expenses and similar income statement items 

remained largely unchanged and amounted to sEK 13 million 

during both 2009 and 2008. Interest expenses decreased in 2009 

while exchange rate differences for financial items increased.

Net income for period

The period’s net income equals income before tax, less CDON 

Group’s current and deferred tax during the period. Net income 

for the period increased by 65.8 per cent from sEK 49 million 

in 2008 to sEK 80 million in 2009. Tax expenses increased by 

26.5 per cent from sEK 26 million in 2008 to sEK 33 million in 

2009, representing tax expenses of 34.8 per cent and 29.0 per 

cent, respectively, of income before tax for the respective year. 

The decrease in tax expenses in relation to income before tax is 

primarily explained by reduced losses where deferred tax is not 

reported as well as revaluations of deferred tax.

Total income for period

The period’s total income equals net income for the period 

adjusted for translation differences in shareholders’ equity in 

foreign subsidiaries. The period’s total income increased by 

49.1 per cent from sEK 53 million in 2008 to sEK 79 million in 

2009, for reasons stated above. The period’s translation differ-

ences amounted to sEK –2 million, compared to sEK 4 million 

in 2008, caused by a negative development of the swedish 

krona’s exchange rate in relation to primarily the Norwegian 

and Danish krona, as well as the euro. At the same time, this 

resulted in a positive exchange rate effect for the Company on 

gross income, as approximately 20 per cent of purchases but 

approximately 50 per cent of sales are made other currencies 

than the swedish krona.

Comparison between financial years 2008 and 2007

Net sales

CDON Group’s net sales increased by 41.3 per cent from sEK 

910 million in 2007 to sEK 1,286 million in 2008, which was 

mainly a result of acquisitions and a geographical expansion, 

which caused increased sales across all business areas and all 

geographical markets where the Company is active.

Net sales for the  � Entertainment business area amounted 

to sEK 1,062 million in 2008, or 82.6 per cent of CDON 

Group’s net sales in 2008 and 99.2 per cent in 2007. Net 

sales of this business area increased by 17.7 per cent from 

sEK 903 million in 2007, mainly as a result of the acquisi-

tion of BookPlus.fi in Finland, but also increased sales in 

CDON.COM’s existing product range as well as a broaden-

ing with new product ranges.

Net sales for the  � Fashion business area amounted to sEK 

79 million in 2008, or 6.1 per cent of CDON Group’s net 

sales in 2008 and 0.8 per cent in 2007. Net sales of this 

business area increased heavily from sEK 7 million in 2007, 

which was partly due to strong organic sales growth during 

2008, and partly due to the acquisition and consolidation 

of parts of the Company’s operations within Fashion, with 

effect from 1 september 2007. Consequently, operating 

income for 2007 is only attributable to the period of septem-

ber to December 2007.

Net sales for the  � Sports & Health business area amounted 

to sEK 145 million, or 11.3 per cent of CDON Group’s net 

sales in 2008. The Company did not run any business in 

the sports & Health business area during 2007, and current 

business is reported in the business area from 1 February 

2008.

Operating income

CDON Group’s operating income increased by 4.5 per cent 

from sEK 79 million in 2007 to sEK 83 million in 2008, which 

was due to increased net sales in accordance with the above 

stated. The Company’s operating margin amounted to 6.4 per 

cent in 2008 and 8.7 per cent in 2007.

The Company’s cost of goods and services sold amounted 

to sEK 1,094 million in 2008, representing 85.1 per cent of net 

sales. In 2007, cost of goods and services sold amounted to 

sEK 778 million, representing 85.5 per cent of net sales. The 

decrease in relation to net sales was mainly due to the product 

mix in acquired operations enabling higher margins than CDON 

Group’s previous product mix.

sales and administration expenses amounted to sEK 110 

million in 2008, representing 8.5 per cent of net sales. In 2007, 

sales and administration expenses amounted to sEK 53 million, 

representing 5.8 per cent of net sales. The increase in relation 

to net sales was mainly due to CDON Group’s integration of 

acquired companies with a higher percentage share of sales 

and administration in relation to sales, in combination with 

costs associated with this integration and work with operational 

improvements.

Operating income for the  � Entertainment business area 

amounted to sEK 87 million, representing 105.0 per cent of 

CDON Group’s operating income in 2008. Operating income 

of this business segment increased by 6.3 per cent from 

sEK 82 million in 2007, which was due to increased sales 

in existing product categories and a broadening with new 

product categories. To some extent, this increase has been 

neutralised by a deterioration of operating margin (to 8.2 per 

cent in 2008 from 9.0 per cent in 2007), in part caused by 

increased distribution costs and lower postal revenue as a 

proportion of net sales.
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Operating income for the  � Fashion business area amounted 

to sEK –19 million in 2008, compared to sEK –1 million in 

2007. This decrease of operating income was a result of 

significant expansion costs in combination with extensive 

operational improvements, as the integration of the business 

area’s internet stores into CDON Group’s infrastructure 

to a large part was carried out in 2008. The Company's 

operations in the Fashion business area was acquired and 

consolidated with effect from 1 september 2007, and, 

consequently, the operating income mentioned above for 

2007 refers only to the period from september to December 

2007.

Operating income for the  � Sports & Health business area 

amounted to sEK 16 million, representing 18.9 per cent of 

CDON Group’s operating income in 2008. The business 

operated within the sports & Health business area was 

acquired in 2008.

Income before tax

CDON Group’s income before tax equals the Company’s operat-

ing income, plus interest income and similar income statement 

items, less interest expenses and similar income statement items. 

Income before tax decreased by 17.8 per cent from sEK 91 mil-

lion in 2007 to sEK 75 million in 2008. Interest income and similar 

income statement items decreased by 65.3 per cent from sEK 

13 million in 2007 to sEK 4 million in 2008, mainly as a result of 

the change in exchange rate differences. Interest expenses and 

similar income statement items increased from sEK 1 million in 

2007 to sEK 13 million in 2008, primarily due to the Company’s 

increase in borrowings to finance acquisitions.

Net income for period

The period’s net income equals income before tax, less CDON 

Group’s current and deferred tax during the period. The period’s 

net income decreased by 53.4 per cent from sEK 104 million in 

2007 to sEK 49 million in 2008. Net income in 2007 included profit 

from discontinued operations of sEK 41 million. Net tax expenses 

decreased by 4.5 per cent from sEK 27 million in 2007 to sEK 26 

million in 2008, representing 30.0 per cent and 34.8, respectively, 

of income before tax for respective year. Including net income from 

discontinued operations, tax expenses represented 20.7 per cent 

of income before tax. Tax expenses excluding income from discon-

tinued operations increased in relation to income before tax, mainly 

as a result of losses where deferred tax has not been reported. 

Profit from the sale of TV-shop was not liable to tax.

Net income from discontinued operations

Net income from discontinued operations refers to TV-shop in 

2007, when sEK 24 million was obtained in dividends and sEK 

19 million in profit from the sale of TV-shop.

Total net income for period

The period’s total net income equals net income for the period 

adjusted for translation differences. In 2008, the period’s total 

income decreased by 49.2 per cent from sEK 104 million in 

2007 to sEK 53 million in 2008, for reasons stated above. The 

period’s translation differences amounted to sEK 4 million in 

2008, compared with sEK –0.3 million in 2007, caused by a 

positive development of the swedish krona’s exchange rate in 

relation to primarily the Norwegian and Danish krona, as well as 

the euro.

lIQuIDITY AND ACCESS TO CApITAl

The table below shows Company cash flows for the periods 

stated. The table serves as a basis for analysis of the Com-

pany’s cash flows, which follows.

Cash flows from operations

Group cash flows from operations primarily comprise payments 

from customers, payments to suppliers, salaries, marketing 

expenses, and other operating and administrative expenses, 

as well as those changes in working capital which affect cash 

flows. CDON Group defines its working capital as inventory 

and other current receivables, less accounts payable and other 

current liabilities.

Cash flow from operations totalled sEK –16 million for the 

period 1 January–30 september 2010. During the period work-

ing capital increased by sEK 98 million, which can be explained 

by normal seasonal fluctuations in working capital and the effect 

from a permanent decrease in accounts receivable, following 

the Group’s outsourced invoice management for CDON.COM. 

Cash flow from the business totalled sEK 95 million for the 

period 1 January–30 september 2009, partly as a result of a 

decrease in operating capital of sEK 19 million.

In 2009, the Group reported cash flows from operations at 

sEK 219 million. During the year, working capital fell by sEK 

91 million. This reflected a sEK 73 million decrease in current 

receivables as a result of CDON Group’s initiation of collabora-

tion with Klarna.1 The sEK 62 million increase in other current 

liabilities was partially offset by the sEK 40 million decline in 

trade liabilities. Despite ongoing expansion, the Company’s 

inventory increased only slightly, by sEK 4 million, largely due to 

its efforts to increase the rate of inventory turnover.

Cash flows from operations totalled sEK 111 million in 2008, 

while working capital declined by sEK 27 million. This reflected 

a sEK 92 million increase in accounts payable, a consequence 

of significant purchasing activity during the fourth quarter in or-

der to gain more favourable payment terms. Other contributory 

factors included a sEK 3 million reduction in other current liabili-

ties, partly neutralised by a sEK 51 million increase in inventory. 

This increase is explained by the Company’s expansion through 

1 Klarna AB (“Klarna”) provides invoicing and financing solutions for e-commerce.
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its newly acquired companies, and an sEK 18 million increase 

in current receivables resulting from increased sales.

Cash flows from operations totalled sEK 105 million in 2007, 

while working capital declined by sEK 2 million. This was mainly 

due to a sEK 11 million increase in trade receivables, and a 

sEK 7 million increase in other current liabilities, to some extent 

neutralised by a sEK 3 million increase in inventory and a sEK 

12 million rise in current receivables.

Cash flows from investment activities

CDON Group’s investment activities comprise investments in, 

and sales of fixed assets, as well as the acquisition of shares in 

subsidiaries.

Cash flow from investment activities totalled sEK –9 million 

for the period 1 January-30 september 2010, compared with 

sEK –3 million for the corresponding period in 2009, which 

primarily reflects the acquisition of Lekmer.com in March 2010 

with a cash flow of sEK –4 million, and a cash flow effect of 

sEK 6 million related to the sale of a warehouse facility in sep-

tember 2009.

In 2009, cash flows from investment activities amounted 

to sEK –6 million. During the year, the Group invested sEK 3 

million in fixed assets and sEK 6 million in subsidiaries, of which 

sEK 3 million was used to finance the purchase of minority 

shares in NLY scandinavia AB (Nelly.com) while sEK 3 mil-

lion was paid in additional consideration to acquire Helsingin 

Dataclub OY (BookPlus.fi) in 2007. sEK 4 million was generated 

from the sale of fixed assets. 

In 2008, the Group reported cash flows in investment activi-

ties of sEK –200 million. During the year, sEK 2 million was 

invested in fixed assets and sEK 199 million in subsidiaries, 

whereof sEK 192 was paid in consideration for 100 per cent 

of Gymgrossisten Nordic AB, while sEK 3 million was used 

to acquire minority shares in NLY scandinavia AB and sEK 4 

million was used to pay additional consideration relating to the 

purchase of Helsingin Dataclub OY.

In 2007, Group cash flows from investment activities 

amounted to sEK 26 million. During the year, sEK 8 million was 

invested in fixed assets, primarily relating to a new enterprise and 

resource planning system, and sEK 35 million in subsidiaries, of 

which sEK 8 million was paid in consideration for an 89.0 per 

cent share in NLY scandinavia AB and sEK 13 million paid in 

consideration in order to acquire 100 per cent of Helsingin Data-

club OY. Additionally, sEK 15 million was paid in consideration for 

a 90.1 per cent share in Linus & Lotta Postorder AB (LinusLotta.

com). The disposal of TV-shop generated sEK 70 million.

Cash flows from financing activities

CDON Group’s cash flows from financing activities have prima-

rily comprised the Group’s contribution to MTG, the Company’s 

net proceeds from the so called cash pool arrangement within 

MTG and shareholder dividends. The cash-pool arrangement 

refers to centralised liquidity management where MTG func-

tion as an internal bank for subsidiaries. Under this structure, 

MTG’s central credit facility has been allocated to the subsidiary 

through a Group account linked to the central account. The 

Company’s Group relationship with MTG is due to end in con-

junction with the distribution of its shares, which means Group 

that contribution will no longer be made. In addition, the Com-

pany will no longer be participating in the cash pool arrange-

ment following the abandonment of the Group relationship.

Cash flow from financing activities totalled sEK 42 million for 

the period 1 January-30 september 2010, compared with sEK 

–129 million for the corresponding period in 2009. Cash flow 

from financing activities during the period mainly reflected fluc-

tuations in utilisation of credit facilities provided by the parent 

company Modern Times Group MTG AB, as well as the offset 

issue of sEK 239 million.

In 2009, cash flows from financing activities were sEK –255 

million, whereof sEK 79 million comprised Group contribution to 

MTG, while utilisation of the cash-pool arrangement produced 

net cash flow of sEK 26 million for the Company. Furthermore, 

a sEK 150 million dividend was paid to MTG, corresponding to 

sEK 300 per share.

In 2008, cash flows from financing activities amounted to 

sEK 49 million. During this period sEK 12 million was paid in 

respect of the Company’s borrowings, with sEK 9 million used 

for amortisation. Furthermore, a Group contribution of sEK 93 

million was paid to MTG. The utilisation of the cash-pool ar-

rangement produced a net cash flow of sEK 154 million for the 

Company. No dividend was paid to MTG in 2008.

In 2007, cash flows from financing activities amounted to 

Group
(SEK million)

January–September Full Year

2010 2009 2009 2008 2007

Cash flows before changes in working capital 82 77 128 84 103

Net cash flows from operations –16 95 219 111 105

Net cash flows to/from investment activities –9 –3 –6 –200 26

Net cash flows to/from financing activities 42 –129 –255 49 –190

Change in cash and cash equivalents 18 –37 –42 –40 –58
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sEK –189 million, of which sEK 39 comprised Group contribu-

tion to MTG, while utilisation of the cash-pool arrangement 

produced net cash flow of sEK –150 million for the Company. 

No dividend was paid to MTG in 2007.

WOrKINg CApITAl

As at 30 september 2010, in order to finance its working capital 

need, CDON Group had cash and cash equivalents totalling 

sEK 21 million. CDON Group considers the existing working 

capital sufficient for the current needs for the coming twelve-

month period.

TANgIBlE FIXED ASSETS AND INVESTMENTS

The book value of tangible fixed assets as at 30 september 

2010 was sEK 3 million, and comprised entirely of equipment, 

tools, and fixtures and fittings. As at 30 september 2010, 

CDON Group did not own any real estate.

At the time this prospectus was published, no significant 

investments are in progress, nor has the Company made any 

commitments towards significant investments in the future.

INTANgIBlE ASSETS

As at 30 september 2010, the value of CDON Group’s intangi-

ble assets amounted to sEK 259 million, comprising goodwill 

of sEK 193 million, trademarks of sEK 42 million, capitalised 

expenses of sEK 24 million and other intangible assets of sEK 

1 million. The impairment need for these assets is reviewed on 

a continuous basis, if there is reason to question if accounted 

value exceeds recoverable value. Impairment tests take place at 

least once a year. The most recent impairment test was carried 

out in November 2010 and did not result in any write-downs.

SENSITIVITY ANAlYSIS

CDON Group’s ongoing development is influenced by a variety 

of factors, among them those treated in this section and in 

section “Risk factors”. The table to the right illustrates the 

hypothetical effects on the Company’s results for the full year 

2009 in the event certain factors change. These calculations are 

hypothetical, and are not to be seen as an indication that these 

factors are more or less likely to change, or, if they change, 

the size of that change. Actual change, and its effects, may 

be more or less significant than what is stated in the table to 

the right. In addition, it is likely other actual changes will affect 

other items, and that measures taken as a result of this change 

by CDON Group, and others, may affect other items. The 

sensitivity analysis should therefore be interpreted with caution. 

When estimating the Group’s future performance, prospective 

investors ought not to place too much faith in thos hypothetical 

changes applied to CDON Group’s results in 2009.

Sensitivity analysis 2009

Effect

Change 
percentage 
points), all 

other factors 
unchanged

Impact  
on net  

income 
(SEK  

million)

Impact  
on net  

income  
as at- 

centage

Exchange rate  
EUR/sEK +/– 5% +/–5 +/–5

Exchange rate  
NOK/sEK +/– 5% +/–13 +/–11

Exchange rate  
DKK/sEK +/– 5% +/–5 +/–5

Interest rate +/– 1% +/–2 +/–2

Number of returns +/– 5% +/–1 +/–1

shipping +/– 5% +/–7 +/–6

DEVElOpMENTS SINCE MOST rECENT rEpOrTINg DATE

A summary of CDON Group’s performance in the first nine 

months of the current financial year can be found in CDON 

Group’s reviewed interim report for the period 1 January–30 

september 2010 (see section “Interim report for 1 January–30 

september 2010”), in addition to this section.

A cash issue of 297,002 shares with a par value of sEK 

2.00 was carried out in October, as decided on the Extraordi-

nary General Meeting of CDON Group on 24 september, and 

increased CDON Group's share capital by sEK 594,004. CDON 

Group thereafter has a total of 66,342,124 issued shares.

Following a resolution passed at CDON Group’s Extraordi-

nary General Meeting held on 25 November 2010, MTG Invest-

ment As, a wholly owned company of MTG, has subscribed 

to sEK 250 million worth of convertible debentures in CDON 

Group, see section “Capital structure and refinancing” for 

further information.

In October part of the minority, 5.54 per cent of share capital 

and votes, in NLY scandivia AB was acquired at the amount of 

sEK 21 million.

No significant further changes, in addition to those stated 

above, have occured regarding CDON Group’s financial posi-

tion, or its position in the market, since the latest period for 

which interim reporting information was published.

FuTurE prOSpECTS

CDON Group does not intend to provide the market with devel-

opment forecasts in the future. The Company’s objectives and 

long-term strategies are outlined in section “Business overview”. 

Regarding CDON Group’s development in the near future, 

the Company anticipates continued growth within the e-com-

merce market in those sectors in which it is active and consid-

ers itself well positioned to benefit from this growth. However, 

the development is estimated to vary among business areas, 

with certain products  expected to show a weaker develop-

ment, for example CDs, whereas Fashion and sports & Health 

are deemed to have clear potential for development. 
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CAPITAL sTRUCTURE AND REFINANCING

THE COMpANY’S SHArEHOlDErS’ EQuITY  

AND lIABIlITIES

CDON Group’s capitalisation as at 30 september 2010 is 

presented below.

(SEK million) 30 September 2010

Total short-term interest-bearing liabilities 85

Issued against guarantee or personal guarantee -

secured -

Issued without guarantee/personal guarantee 
or security 85

Total long-term interest-bearing liabilities -

Issued against guarantee or personal guarantee -

secured -

Issued without guarantee/personal guarantee 
or security -

shareholders' equity 310

share capital 132

Other paid-in capital 109

Reserves 0

Retained earnings including net income for the 
year 67

Minority interests 2

COMpANY’S lEVEl OF NET DEBT

CDON Group’s level of net debt as at 30 september 2010 is 

presented below.

(SEK million) 30 September 2010

(A) Cash 21

(B) Other liquid resources -

(C) short-term financial investments -

(D) Liquidity (A)+(B)+(C) 21

(E) short-term financial receivables 145

(F) short-term bank loans -

(G) Current portion of long-term liabilities -

(H) Other short-term financial liabilities 85

(I) short-term financial liabilities (F)+(G)+(H) 85

(J) short-term financial net debt (I)–(E)–(D) –81

(K) Long-term financial receivables 0

(L) Long-term bank loans -

(M) Outstanding bank loans -

(N) Pension liabilities -

(O) Long-term financial liabilities (L)+(M)+(N) -

(P) Long-term financial net debt (O)–(K) 0

(Q) Financial net debt (J)+(P) –81

CApITAl STruCTurE IN CONNECTION WITH lISTINg 

The tables to the left show CDON Group’s capitalisation and 

level of net debt as at september 2010. At 2009 year-end, 

CDON Group’s source of financing comprised of a Group-inter-

nal cash-pool1, through which the Company had interest-bear-

ing liabilities amounting to sEK 258 million and interest bearing 

receivables amounting to sEK 270 million within MTG. 

During the third quarter of 2010, in conjunction with becom-

ing securities exchange quoted, an offset issue was undertaken 

with the aim of creating a capital structure adapted to CDON 

Group as an independent company. This included the offset of 

a loan from MTG worth sEK 239 million against 65,545,122 

newly issued shares in CDON Group. On 25 October 2010, 

MTG subscribed for 297,002 more shares in CDON Group. 

subsequently, total shares in CDON Group amounted to 

66,342,124, which is the same number as in MTG.

Following a resolution passed at CDON’s Extraordinary 

General Meeting held on 25 November 2010, MTG Investment 

As, a wholly-owned subsidiary of MTG, has subscribed to sEK 

250 million worth of convertible debentures in CDON Group. 

This loan, which is unsubordinated, runs at an annual interest 

rate of 2.85 per cent, and is due to be repaid by 2 December 

2015, provided that conversion has not been made prior to this. 

Conversion may be carried out from 15 June 2012 to 1 Decem-

ber 2015. The conversion rate shall correspond to 125 per cent 

of the volume-weighted share price during the first 20 days of 

trading, that is to say, the period from 15 December 2010 to 

14 January 2011. Once the conversion rate has been estab-

lished, it will be posted on the Company’s website together 

with information regarding the extent of dilution the convertible 

debentures may cause. The convertible debentures were is-

sued in order to provide increased financial flexibility during the 

Company’s current phase of growth, in addition to enabling the 

exploitation of potential investment opportunities. 

 As at 30 september 2010, CDON has net cash of sEK 81 

million, to which is added the proceeds concerning the conver-

sion loan issued. In addition to this, the Company deems that it 

is possible to raise future financing, in the event this becomes 

necessary, in order to finance continued expansion. see section 

“Interim report for 1 January – 30 september 2010” for further 

information concerning CDON Group’s financial position.

OFF BAlANCE SHEET uNDErTAKINgS

At the time of the listing CDON Group has the following off bal-

ance sheet undertakings.

Bank guarantees amounting to approximately sEK 34 mil- �

lion.

Parent guarantees and capital adequacy guarantees  �

amounting to approximately sEK 18 million.

1 see “Cash flows from financing activities” in section "Comments on financial 
development and future prospects" for further information concerning the cash pool 
arrangement.
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BOARD OF DIRECTORs, EXECUTIVE  
MANAGEMENT AND AUDITORs

Hans-Holger Albrecht

Position: Chairman of the Board

Born: 1963

Nationality: German

Hans-Holger has been Chairman of 

the Board of Directors of CDON Group 

since 2000. He has served as President 

and Chief Executive Officer of MTG 

since 2000, prior to which he served as 

Head of the Group’s Pay-TV opera-

tions and Viasat Broadcasting and as Chief Operating Officer 

of MTG. Hans-Holger serves as co-chairman of CTC Media, 

Inc., which is Russia’s biggest independent TV broadcaster and 

in which MTG is the largest shareholder with a 38.3 per cent 

equity interest, since 2003 and as member of the Board since 

2002. He is also a member of the Boards of Millicom Inter-

national Cellular s.A. since 2010 and the International Emmy 

Association in New York and serves (and has served) as Board 

member and Chief Executive Officer of subsidiaries to MTG. He 

has had previous Board assignments in Oy suomen Uutisradio 

Ab (Radio Nova), Radio Koko suomi Oy and Mediamätning i 

skandinavien MMs Aktiebolag. Hans-Holger graduated with a 

Doctorate in Law from the University of Bochum in Germany.

Shares in MTG entitling to 11,400 shares in CDON Group 

Mia Brunell livfors

Position: Non-Executive Director

Born: 1965

Nationality: swedish

Mia has been a member of the Board of 

CDON Group since August 2010. she 

serves as Chief Executive Officer of In-

vestment AB Kinnevik since 2006, prior 

to which she served as Chief Financial 

Officer of MTG between 2001 and 2006 

and in various financial management positions between 1992 

and 2001. Mia serves as Chairman of the Board of Metro In-

ternational s.A. since 2008 and as member of the Board since 

2006. she is also member of the Boards of MTG since 2007, 

Millicom International Cellular s.A. since 2007, Tele 2 AB since 

2006, Transcom Worldwide s.A. since 2006, H & M Hennes & 

Mauritz AB since 2008, Attling Holding AB, including subsidiar-

ies, since 2008, serves (and has served) as Board member and 

executive officer of subsidiaries of Investment AB Kinnevik and 

has served as Board member and executive officer of subsidi-

aries of MTG. she was previously member of the Boards of 

Vosvik AB between 2008 and 2009, Bergvik skog AB between 

2006 and 2008, CTC Media Inc., between 2006 and 2008, 

Invik & Co. AB (today MFG Finance AB) between 2006 and 

2007 and CDON Group between 2001 and 2006. Mia studied 

Business Administration at stockholm University. 

Shares in MTG entitling to 5,505 shares in CDON Group 

BOArD OF DIrECTOrS

The Board of Directors of CDON Group consists of eight people, including the Chairman of the Board. The members of the Board 

are elected on an annual basis at the Annual General Meeting to serve until the end of the next Annual General Meeting. The Board of 

Directors has its registered office in the muncipality of Malmö. The Company’s current Board members, their position, age and time 

of their election, as well as education, commitments and share holdings in CDON Group after the distribution, including holdings of 

closely related parties, are described in this section.

The Board members, their position, time of first appointment, whether they are considered independent in relation to the Com-

pany and executive management, as well as their relation to the major shareholder are outlined in the table below. All members of the 

Board have their address at the Company.

Name position
Member of the 
board since

Independence  
in relation to  
the Company

Independence in 
relation to major 
shareholder

Hans-Holger Albrecht Chairman of the Board 2000 No No

Mia Brunell Livfors Non-Executive Director 2010 No No

Lars-Johan Jarnheimer Non-Executive Director 2010 Yes Yes

Mengmeng Du Non-Executive Director 2010 Yes Yes

Anders Nilsson Non-Executive Director 2007 No No

Lars Nilsson Non-Executive Director 2010 Yes No

Henrik Persson Non-Executive Director 2010 Yes No

Florian seubert Non-Executive Director 2010 Yes Yes
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lars-Johan Jarnheimer

Position: Non-Executive Director

Born: 1960

Nationality: swedish

Lars-Johan has been a member of the 

Board of CDON Group since August 

2010. He is member of the Boards of 

Energibolaget i sverige Holding AB 

since 2010, INGKA Holding B.V. (the 

parent company of the IKEA Group of 

Companies), Apoteket AB since 2009, seamless Distribution 

AB since 2009, Teleopti AB since 2009 and Arvid Nordquist 

Handels AB since 1997. Lars-Johan has been member of the 

Board and Chief Executive Officer of Jarnverken AB since 2009 

and member of the Board and Chief Executive Officer of Var-

ningsinfo i sverige AB since 2009, as well as Chairman of the 

Non Governmental Organisation Riksförbundet BRIs (Children’s 

Rights in society). He served as Chief Executive Officer of Tele 2 

AB between 1999 and 2008, and previously held various posi-

tions at IKEA, H & M Hennes & Mauritz, sARA Hotels, sAAB 

Opel sverige AB, TV3 AB and Comviq International AB. He 

was previously member of the Boards of sCD Invest Aktiebolag 

between 2001 and 2009 as well as member of the Board and 

Chief Executive Officer of swedish Cable & Dish Aktiebolag be-

tween 2000 and 2008. Lars Johan was previously also member 

of the Boards of MTG between 1997 and 2008, Millicom In-

ternational Cellular s.A. between 2001 and 2007, Aktiebolaget 

Finvision (now merged with Förvaltning AB Eris & Co) between 

2007 and 2009, Aktiebolaget sCD Finans between 2007 and 

2008, NC Intressenter Aktiebolag between 2003 and 2006, 

as well as Board member and executive officer of subsidiaries 

of Tele 2 AB. Lars-Johan graduated with a Master’s degree in 

Economics from Linnaeus University in Växjö, sweden.

Shares in MTG entitling to 2,000 shares in CDON Group 

Mengmeng Du

Position: Non-Executive Director

Born: 1980

Nationality: swedish

Mengmeng has been a member of the 

Board of CDON Group since septem-

ber 2010. she has been Project Leader 

at Alumni AB, an executive search and 

leadership services consultancy since 

2010. she was Vice President Product 

Development of stardoll AB, the world’s largest online fashion 

and games community for girls, from 2009, prior to which she 

was Project Manager and Director of Product Development at 

stardoll AB. Before joining the Company in 2008, Mengmeng 

was a management consultant with Bain & Company in swe-

den from 2005. she holds a Masters of science in Economics 

and Business from stockholm school of Economics and a 

Master of science in Computer science and Engineering from 

the Royal Institute of Technology in stockholm.

Shares in MTG entitling to 0 shares in CDON Group 

Anders Nilsson

Position: Non-Executive Director

Born: 1967

Nationality: swedish

Anders has been a member of the 

Board of CDON Group since 2007. He 

serves as Chief Operating Officer of 

MTG and head of MTG’s Online busi-

ness area since January 2008. Anders 

is also Head of MTG’s Bulgarian TV 

operations since October 2008, Head of the Group’s Baltic free-

TV operations since February 2009, and Head of the Group’s 

free-TV operations in slovenia since March 2010. Anders has 

also held senior management positions within MTG Radio AB 

and MTG’s former Publishing business, was Chief Operating 

Officer of MTG between 2000 and 2003 and was Head of MTG 

sweden between 2003 and 2007. He serves as Chairman of 

the Boards of the search engine optimisation and search engine 

marketing company Relevant Traffic Europe AB, and subsidiar-

ies, since 2006, as well as Board member and executive officer 

of MTG subsidiaries. He has previously served as member of 

the Boards of Mediamätning i skandinavien MMs Aktiebolag 

between 2004 and 2008 and CDON Group between 2000 and 

2004. Anders joined MTG in 1992. Anders studied Law at  

Lund University.  

Shares in MTG entitling to 3,300 shares in CDON Group 

lars Nilsson

Position: Non-Executive Director

Born: 1956

Nationality: swedish

Lars has been a member of the Board 

of CDON Group since september 

2010. He has been Chief Financial Of-

ficer of Tele2 since 2007 and is, in addi-

tion Deputy CEO since 2010, and was 

also Interim President and CEO of the 

company during 2010. Lars has previously served as Executive 

Vice President and Chief Financial Officer of Axfood Aktiebolag, 

one of the largest food retailers in scandinavia, as CFO of 

Fritidsresor AB, as President and CEO of Aros Fondkommis-

sion, and as CFO of ABB Financial services AB. He has served 

as member of the Board of Filippa K Group AB between 2007 

and 2010 and serves (and has served) as Board member of 
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subsidiaries of Tele 2 AB. He was previously also member of the 

Boards of swedish Cable & Dish Aktiebolag between 2007 and 

2008, Barnevik & Wallin Fond AB between 2006 and 2007 as 

well as subsidiaries of Axfood Aktiebolag. Lars holds a Master 

Degree in Economics from Linköping University in sweden.

Shares in MTG entitling to 0 shares in CDON Group 

Henrik persson

Position: Non-Executive Director

Born: 1974

Nationality: swedish

Henrik has been a member of the 

Board of CDON Group since Au-

gust 2010. He has been Head of 

New Investments at Investment AB 

Kinnevik since 2007 and was previ-

ously Kinnevik’s Director of Corporate 

Communications between 2004 and 2007. Henrik serves (and 

has served) as Board member of subsidiaries of Investment 

AB Kinnevik, as well as member of the Boards of Guider Media 

Group Europe AB since 2010, Vosvik AB, and subsidiaries, 

since 2009 and Mellersta sveriges Lantbruks AB since 2007. 

He also serves as member of the Boards of Black Earth Farm-

ing Ltd since 2006, Relevant Traffic Europe AB since 2006 

and Aktiebolaget Karlskrona Lampfabrik since 2006. He was 

previously member of the Board of Pontus Frithiof i Gamla stan 

AB between 2005 and 2007. Henrik has studied Economics at 

Lund University.

Shares in MTG entitling to 400 shares in CDON Group 

Florian Seubert

Position: Non-Executive Director

Born: 1973

Nationality: German

Florian has been a member of the 

Board of CDON Group since sep-

tember 2010. He is co-founder of the 

leading European online pet supplies 

retailer zooplus, and has been a Mem-

ber of the Company’s Management 

Board and Chief Financial Officer since 2000. Zooplus has been 

listed on the Frankfurt stock Exchange since 2008. Florian is 

also the founder and a Director of various zooplus subsidiaries 

and affiliates around the world, and was previously an Associ-

ate with JP Morgan securities. He is member of the Board of 

styrmon Ltd since 2008 and has assignments in EOs Partner-

ship GmbH. Florian holds a Master of Arts degree in Politics, 

Philosophy and Economics from the University of Oxford. 

Shares in MTG entitling to 0 shares in CDON Group 

 

EXECuTIVE MANAgEMENT

Mikael Olander

President & Chief Executive Officer

Born: 1963

Mikael Olander serves as CEO of 

CDON Group. He was appointed CEO 

of CDON AB in 2000, which was then a 

year old, and still purely a music record 

online retailer. Under Mikael’s man-

agement, CDON.COM has gradually 

expanded and developed to become 

the leading Nordic online entertainment retailer. Mikael has been 

the CEO of CDON Group (previously MTG Internet Retailing) 

from the time it was created in 2007, following the acquisition 

of new companies by the Group. Before joining MTG, Mikael 

was a business area manager for Egmont Kärnan Aktiebolag 

between 1995 and 1999. He serves (and has served) as Board 

member and executive officer of subsidiaries of CDON Group. 

Prior to that, he has been on the swedish National Athletics 

decathlon team, won two swedish Championships as well as 

the American NCAA (National Collegiate Athletic Association) 

Outdoor Track and Field Championships, and participated in 

the European Championships, World Championships and the 

Olympic Games. Mikael has a Bachelor of science degree in 

Finance from Louisiana state University, and an MBA from the 

University of California, Los Angeles.

Shares in MTG entitling to 2,025 shares in CDON Group

Martin Edblad

Chief Financial Officer

Born: 1977

Martin Edblad joined Modern Times 

Group as a management trainee 

in 2004 and has since then held a 

number of finance related positions 

within MTG’s Online business area, in 

particular within the internet retailing 

business. Martin became the control-

ler for Internet Retailing in 2007, and the controller for MTG’s 

whole Online business area in 2010. He was appointed CFO of 

CDON Group in 2010 when the spin-off and demerger process 

was initiated. Martin serves as Board member of subsidiar-

ies of CDON Group. Before joining MTG, Martin spent five 

years working as a journalist for the daily business newspaper 

Dagens Industri. Martin has studied Business Administration at 

the stockholm school of Economics, and holds a Bachelor’s 

degree in Journalism from stockholm University.

Shares in MTG entitling to 225 shares in CDON Group
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Elisabeth Andersson

Head of Administration

Born: 1971

Elisabeth Andersson joined as COO 

of newly acquired LinusLotta.com in 

2008. starting 2009, she became Head 

of Logistics and Customer services 

at CDON.COM and as of 2010 she 

is also the Head of Administration of 

CDON Group, which includes Human 

Resources. Elisabeth joined the Company with more than ten 

years of experience in logistics, both from the Electrolux Group 

and Tradimus (currently Aditro). Between 2005 and 2008, 

Elisabeth headed Tradimus Logistics’ Malmö office. she has a 

Master of science degree in Engineering from Lund University.

Shares in MTG entitling to 0 shares in CDON Group

Fredrik Bengtsson

Head of Communications

Born: 1974

Fredrik Bengtsson joined CDON AB as 

Marketing Director of CDON.COM in 

2004. He has also been the Head of 

Business Development in MTG Internet 

Retailing (the current CDON Group) 

since its creation in 2007, and he has 

also been responsible for Group wide 

marketing activities. He has served as Head of Communications 

at CDON Group since 2010. Prior to joining CDON, Fredrik held 

the position as sales and Marketing Director for private lending 

at Ikano Bank sE, and was project manager and part owner 

in the advertising agency Eminent Communications sweden 

Aktiebolag before that. Fredrik is also member of sharpshooter 

Handelsbolag since 2004. Fredrik has a Bachelor’s degree in 

Informatics from University of Gothenburg, school of Business, 

Economics and Law.

Shares in MTG entitling to 100 shares in CDON Group

Christofer gordon

Chief Technical Officer

Born: 1973

Christofer Gordon was employed 

as Head of IT and Development at 

CDON.COM in 2006. From 2007, when 

MTG Internet Retailing (current CDON 

Group) was created, he has held the 

position of Chief Technical Officer in the 

Group. Before joining CDON, Christofer 

worked with advertising systems for daily newspapers at the 

software company Mactive, where he started his career as a 

systems Developer and finished as Director of Development. 

Christofer has studied Design of Information systems at Lund 

University.

Shares in MTG entitling to 230 shares in CDON Group

Ola Jarvi

CEO Heppo and Lekmer

Born: 1971

Ola Jarvi joined CDON.COM in 2000 

as Head of Marketing, and has since 

then held a number of different posi-

tions within today’s CDON Group, 

including Head of sales, and COO of 

CDON.COM. Ola became the COO of 

MTG’s whole internet retailing business 

in 2008. Ola serves as Board member and executive officer 

of subsidiaries of CDON Group. From 2010, Ola has been the 

head of the newest internet retailing stores, Lekmer and Heppo. 

Prior to joining MTG, Ola worked with marketing at Micro 

Bildelar, which was then owned by the Ikano Group. He has a 

Masters degree in Business from Lund University.

Shares in MTG entitling to 445 shares in CDON Group

peter rosvall

CEO Nelly and Gymgrossisten

Born: 1980

Peter Rosvall joined MTG as a manage-

ment trainee in 2004 and has since 

then held several positions within MTG’s 

internet retailing business, including be-

ing responsible for CDON.COM’s digital 

services, and as Head of Logistics 

and IT for CDON.COM and TV-shop 

(then part of the business). Following their acquisitions, start-

ing 2007, Peter is responsible for Nelly.com/LinusLotta.com 

and Gymgrossisten.com/Bodystore.com. He serves as Board 

member and executive officer of subsidiaries of CDON Group. 

Peter has a Masters degree in Business from University of 

Gothenburg, school of Business, Economics and Law.

Shares in MTG entitling to 400 shares in CDON Group
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Share-based incentive scheme

At the time of this prospectus, CDON Group has no share-

based incentive schemes. However, MTG has adopted an 

incentive scheme, the costs of which are shown in the above 

table.

Termination and severance pay

The Company and the Chief Executive Officer have a mutual 

notice period of twelve months. The Company and other senior 

managers also have a mutual notice period of twelve months. 

Neither the Chief Executive Officer nor other senior managers 

are entitled to severance pay, in addition to the salary and al-

lowances payable during the period of notice.

OTHEr INFOrMATION rEgArDINg THE BOArD  

OF DIrECTOrS AND EXECuTIVE MANAgEMENT

None of the individuals on the CDON Group Board of Directors 

or Executive Management has been convicted in a fraud-related 

case over the past five years. None of the individuals on the 

CDON Group Board of Directors or Executive Management 

has acted as substitute in companies that have been subject 

to bankruptcy, liquidation (due to insolvency) or reconstruction, 

have been subject to accusations or sanctions by authorities 

or an organisation representing a certain professional category 

that is restricted by public law or is subject to trade ban over 

the past five years. There are no family ties among the individu-

als on the CDON Group Board of Directors and management. 

There are no conflicts of interest within administrative, manage-

ment and supervisory bodies or other individuals in executive 

management. 

AuDITOrS

The Annual General Meeting on 15 June 2009 decided to re-elect KPMG AB, Box 16106, sE-103 23 stockholm, with Authorised 

Public Accountant Carl Lindgren as chief auditor. In August 2010 George Pettersson was appointed chief auditor for CDON Group. 

George Pettersson was born on 31 August 1964 and is a member of FAR. The appointment will be effective until the Annual General 

Meeting in 2012. 

KPMG AB has served as auditor throughout the period to which the historical financial information in this prospectus relates. Inde-

pendent auditors from KPMG AB have reviewed the financial report included in this prospectus for CDON Group as at 31 December 

2009, with comparative figures for 2008 and 2007, as shown in the audit included in this prospectus.

Georg Petterson is MTG’s cheif auditor. Carl Lindgren was previously MTG’s chief auditor.

rEMuNErATION TO THE BOArD OF DIrECTOrS AND EXECuTIVE MANAgEMENT

Executive remuneration1 for the financial year of 2009 is presented below. No remuneration was paid to the Board of Directors for 

2009. At the Extraordinary General Meeting on 24 september 2010 the Company adopted remuneration guidelines for executive 

management for 2010. These guidelines are set forth in section  “Corporate governance”. The Extraordinary General Meeting also 

resolved that remuneration would be paid for the period until the end of the 2011 Annual General Meeting to the Chairman of the 

Board in the amount of sEK 600,000, while the other members of the Board would receive sEK 300,000 each, as well as a total of 

sEK 400,000 for work on the Board’s committees.

2009 
(SEK thousand)

Fixed 
salary

Variable 
salary

Other 
benefits

Pension 
costs

Option 
expenses Total

Chief Executive Officer 2,140 675 - 302 662 3,779

Other senior managers (two people)2 1,449 322 - 187 44 2,002

Total 3,589 997 0 489 706 5,781

1 Note that executive remuneration for the financial year of 2009 only relates to the Chief Executive Officer and two additional senior managers.
2 Additional members of Executive Management were elected after the end of full year 2009.
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CORPORATE GOVERNANCE

CDON grOup AB’S COrpOrATE gOVErNANCE 

pOlICIES AND prACTICES 

CDON Group AB is a swedish public limited liability company. 

The Company’s governance is, from the date of the listing on 

Nasdaq OMX stockholm, based on the Articles of Association, 

the swedish Companies Act, the listing rules of Nasdaq OMX 

stockholm, the swedish Code of Corporate Governance, and 

other relevant swedish and international laws and regulations.

The Company follows the Code in most aspects, but devi-

ates from its recommendations in respect of the membership of 

the Remuneration Committee, which is explained below.

gOVErNANCE STruCTurE

Annual general Meeting 

The Annual General Meeting is the highest decision-making 

body in a limited liability company and it is at the Annual Gen-

eral Meeting where all shareholders can exercise their right to 

decide on issues affecting the Company and its operations.

The Annual General Meeting of shareholders shall be held 

within six months after the end of the financial year. At the An-

nual General Meeting, resolutions shall be passed with respect 

to the adoption of the income statement and balance sheet as 

well as the consolidated income statement and statement of 

financial position, the disposition of the Company’s earnings 

according to the adopted balance sheet, the discharge of li-

ability for the Board of Directors and the Chief Executive Officer, 

appointment of the Board of Directors and their Chairman and 

the Company’s auditors, and certain other matters provided for 

by law and the Articles of Association.

shareholders wishing to have matters considered at the An-

nual General Meeting should submit their proposals in writing at 

least seven weeks before the Annual General Meeting in order 

to guarantee that their proposals may be included in the notice 

to the Meeting. 

shareholders who wish to participate in the Annual General 

Meeting must be duly registered as such with Euroclear sweden 

AB. The shareholders may then attend and vote at the meeting 

in person or by proxy. A shareholder wishing to attend the Annual 

General Meeting must notify CDON Group of his or her intention 

to attend. The manner in which to notify CDON Group can be 

found in the notice convening the Annual General Meeting.

Those shareholders, who cannot attend the Annual General 

Meeting in person may be represented by a proxy. 

NOMINATION prOCEDurE

The Nomination Committee 

The Nomination Committee’s tasks include:

To evaluate the Board of Directors’ work and composition �

To submit proposals to the Annual General Meeting regarding  �

the election of Board Directors and the Chairman of the Board

To prepare proposals regarding the election of Auditors in  �

cooperation with the Audit Committee (when appropriate)

To prepare proposals regarding the fees to be paid to Board  �

Directors and to the Company’s Auditors

To prepare proposals for the Chairman of the Annual  �

General Meeting

To prepare proposals for the administration and order of  �

appointment of the Nomination Committee for the Annual 

General Meeting.

Following a resolution of the Extraordinary General Meeting 

of CDON Group AB at 24 september 2010, a Nomination 

Committee will be established in January 2011 in consulta-

tion with the largest shareholders of the Company as at 31 

December 2010. Cristina stenbeck will be proposed to become 

a member of the Committee and will also act as its convenor. 

The members of the Nomination Committee do not receive any 

remuneration for their work.

The Nomination Committee will submit a proposal for the 

composition of the Board of Directors and Chairman of the 

Board to be presented to the 2011 Annual General Meeting for 

approval. shareholders wishing to propose candidates for elec-

tion to the CDON Group AB Board of Directors should submit 

their proposals in writing to CDON Group AB, Nomination Com-

mittee, P.O. Box 385, sE-201 23 Malmö, sweden.

responsibilities and duties of the Board of Directors 

The Board of Directors is appointed to provide effective support 

for, and control of, the activities of the Executive Management 

of the Company. The Board has adopted working procedures 

for its internal activities which include rules pertaining to the 

number of Board meetings to be held, the matters to be 

handled at such regular Board meetings, and the duties of the 

Chairman. The work of the Board is also governed by rules and 
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regulations which include the Companies Act, the Articles of 

Association, and the swedish Code of Corporate Governance.

In order to carry out its work more effectively, the Board has 

appointed a Remuneration Committee and an Audit Com-

mittee with special tasks. These committees handle business 

within their respective areas and present recommendations and 

reports on which the Board may base its decisions and actions. 

However, all members of the Board have the same responsibili-

ty for decisions made and actions taken, irrespective of whether 

issues have been reviewed by such committees or not.

The Board has also adopted procedures for instructions and 

mandates to the Chief Executive Officer.  

BOArD OF DIrECTOrS

Members of the Board 

The Board of Directors of CDON Group AB is described in 

detail in section “Board of Directors, Executive Management 

and Auditors”

remuneration Committee 

The Remuneration Committee comprises Mia Brunell Livfors, 

Chairman, Hans-Holger Albrecht and Lars-Johan Jarnheimer as 

members. The Board of Directors commissions the work of the 

Remuneration Committee. The responsibilities of the Remu-

neration Committee include issues related to salaries, pension 

plans, bonus programmes and the employment terms for the 

Chief Executive Officer and Executive Management within 

CDON Group. The Committee also advises the Board on long-

term incentive schemes.

The swedish Code of Corporate Governance states that 

the members of the Committee are to be independent of the 

Company and its executive management with the exception of 

the Chairman of the Board who may chair the Committee regard-

less whether this criteria is met or not. Mia Brunell Livfors and 

Hans-Holger Albrecht are not independent of the Company and 

its management due to their respective roles as Director of the 

Board and Chief Executive Officer in Modern Times Group MTG 

AB and the significant business relationship and other significant 

financial dealings existing between MTG and CDON Group. 

The Company therefore deviates from this rule in the Code. The 

reason for the deviation is that both Mia Brunell Livfors and Hans-

Holger Albrecht have significant experience in establishing and 

defining remuneration principles across listed companies, and 

that the Committee thereby have the appropriate competence. 

Audit Committee 

The Audit Committee comprises Lars Nilsson as Chairman, 

and Anders Nilsson and Florian seubert as members. The 

Audit Committee’s responsibility is to (i) monitor the Company’s 

financial reporting, (ii) in terms of the financial reporting, monitor 

the efficiency of the Company’s internal control, internal audit 

and risk management, (iii)  stay informed about the audit of the 

annual report and consolidated accounts, (iv) review and monitor 

the auditor’s impartiality and independence and in this respect 

particularly notice whether the auditor provides the Company any 

other services than auditing, and (v) assist in the establishment of 

suggestions for the General Meeting’s decision on choice of audi-

tor. The Audit Committee focuses on assessing the quality and 

accuracy in financial reporting, changes in accounting policies 

when applicable, internal controls, internal audit, risk assessment, 

the qualification and independence of the auditors, adherence to 

prevailing rules and regulations and, where applicable, transac-

tions with related parties. Further, the Committee assists the 

Nomination Committee with suggestions to the election of audi-

tors at the Annual General Meeting.

remuneration to Board members 

The remuneration of the Board members is proposed by the 

Nomination Committee, comprising the Company’s largest 

shareholders and approved by the Annual General Meeting. The 

Nomination Committee proposal is based on benchmarking of 

peer group company compensation and company size. 

EXTErNAl AuDITOrS

KPMG was elected as CDON Group’s auditor at the Annual 

General Meeting in 2009 and has been external auditor since 

1997. Election of the auditor will be made at the 2012 Annual 

General Meeting. 

The auditors report their findings to the shareholders by 

means of the auditors’ report, which is presented to the Annual 

General Meeting. In addition, the auditors report detailed find-

ings at each of the ordinary meetings of the Audit Committee 

and to the full Board once a year.

Audit assignments have involved the examination of the 

annual report and financial accounting, the administration by 

the Board and the CEO, other tasks related to the duties of a 

company auditor and consultation or other services which may 

result from observations noted during such examination or the 

implementation of such other tasks. 
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EXECuTIVE MANAgEMENT

CDON Group’s Executive Management comprises the Chief 

Executive Officer (CEO), the Chief Financial Officer (CFO), and 

other key executives. 

Chief Executive Officer 

The CEO is responsible for the ongoing management of the 

Company in accordance with the guidelines and instructions 

established by the Board.

The CEO and the Executive Management team, supported 

by the various employee functions, are responsible for the 

adherence to the Group’s overall strategy, financial and busi-

ness control, financing, capital structure, risk management and 

acquisitions. Among other tasks, this includes preparation of 

financial reports and communication with the stock market and 

other issues. The Company guidelines and policies issued in-

clude financial control, communication, brands, business ethics 

and personnel policies.

There is an operational board for each of the segments. The 

Chief Executive Officer chairs the operational board meetings, 

which also are attended by the Executive Management of the 

relevant business segments and the Chief Financial Officer.

Executive remuneration 

The current guiding principles for executive remuneration were 

approved at the Extraordinary General Meeting on 24 septem-

ber 2010 ahead of the listing in accordance with the below: 

remuneration guidelines 

The objective of the guidelines is to ensure that CDON Group 

can attract, motivate and retain senior executives, within the 

context of CDON Group’s peer group, which consists of Nordic 

online and offline retailing companies. The remuneration shall 

be based on conditions which are both market competitive 

and aligned with shareholders’ interests. Remuneration to the 

Executives shall consist of a fixed and variable salary, as well as 

the possibility of participation in a long-term incentive pro-

gramme and pension schemes. These components shall create 

a well balanced remuneration reflecting individual performance 

and responsibility, both short-term and long-term, as well as 

CDON Group’s overall performance.

Fixed salary 

The Executives’ fixed salary shall be competitive and based on 

the individual Executive’s responsibilities and performance.

Variable salary 

The Executives may receive variable remuneration in addition 

to fixed salaries. The contracted variable remuneration will 

generally not exceed a maximum of 50 per cent of the fixed 

annual salary. The variable remuneration shall be based on the 

performance of Executives in relation to established goals and 

targets.

Other benefits 

CDON Group provides other benefits to the Executives in ac-

cordance with local practice. Other benefits can include, for ex-

ample, a company car and company health care. Occasionally, 

housing allowance could be granted for a limited time period.

pension 

The Executives shall be entitled to pension commitments based 

on those that are customary in the country in which they are 

employed. Pension commitments will be secured through pre-

miums paid to insurance companies.

Notice of termination and severance pay 

The maximum notice period in any Executive’s contract is 

twelve months, during which time salary payment will continue. 

The Company does not generally allow any additional contrac-

tual severance payments.

 

Deviations from the guidelines 

In special circumstances, the Board of Directors may deviate 

from the above guidelines, for example additional variable remu-

neration in the case of exceptional performance. In such a case 

the Board of Directors shall explain the reason for the deviation 

at the following Annual General Meeting.
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INTErNAl CONTrOl rEpOrT

The processes for internal control, risk assessment, control ac-

tivities and monitoring regarding the financial reporting are de-

signed to ensure reliable overall financial reporting and external 

financial statements in accordance with International Financial 

Reporting standards, applicable laws and regulations and other 

requirements for listed companies on Nasdaq OMX stockholm. 

This process involves the Board, Executive Management and 

personnel.

Control environment 

The Board has specified a set of instructions and working plans 

regarding the roles and responsibilities of the Chief Execu-

tive Officer and the Board committees. The Board also has a 

number of established basic guidelines, which are important for 

its work on internal control activities. This includes monitoring 

performance against plans and prior years. The Audit Com-

mittee assists the Board in overseeing various issues such as 

internal audit and accounting principles applied by the Group.

The responsibility for maintaining an effective control en-

vironment and internal control over financial reporting is delegat-

ed to the Chief Executive Officer. Other Executive Managers at 

various levels have respective responsibilities. The Executive 

Management regularly reports to the Board according to estab-

lished routines and in addition to the Audit Committee’s reports. 

Defined responsibilities, instructions, guidelines, manuals and 

policies together with laws and regulations form the control 

environment. All employees are accountable for compliance 

with these guidelines.

risk assessment and control activities 

The Company has prepared a model for assessing risks in all 

areas in which a number of items are identified and measured. 

These risks are reviewed regularly by the Board of Directors 

and by the Audit Committee, and include both the risk of losing 

assets as well as irregularities and fraud. Designing control 

activities is of particular importance to enable the Company 

to prevent and identify shortcomings. The important areas 

are purchase-, logistics- and inventory processes, technical 

development and performance of the web platform as well as 

general IT-security. Assessing and controlling risks also involve 

the operational boards in each business area, where meetings 

are held at least four times a year. The Chief Executive Officer, 

the business area management and the Chief Financial Officer 

participate in the meetings. Minutes are kept for these meet-

ings. The operational boards are further described under the 

heading “Executive Management”.

Information and communication 

Guidelines and manuals used in the Company’s financial report-

ing are communicated to the employees concerned. There are 

formal as well as informal information channels to the Executive 

Management and to the Board of Directors for information from 

the employees identified as significant. Guidelines for external 

communication ensure that the Company applies the highest 

standards for providing accurate information to the financial 

market. In 2005, the Group has an established annual proce-

dure for the operating management to give their opinion of the 

quality of the financial reporting, disclosure and procedures and 

compliance with internal and external guidelines and regula-

tions.

Evaluation 

The Board of Directors regularly evaluates the information 

provided by Executive Management and the Audit Committee. 

The Board receives regular updates of the Group’s develop-

ment between the meetings. The Group’s financial position, 

its strategies and investments are discussed at every Board 

meeting. The Audit Committee reviews the quarterly reports 

prior to publication. The Audit Committee is also responsible for 

the follow-up of the internal control activities. This work includes 

ensuring that measures are taken to deal with any inaccuracy 

and to follow up suggestions for actions emerging from the 

internal and external audits.

The Company has an independent internal audit function 

responsible for the evaluation of risk management and internal 

control activities. This work includes scrutinising the applica-

tion of established routines and guidelines. The internal audit 

function plans its work in cooperation with the Audit Committee 

and reports the result of its reviews to the Audit Committee. The 

external auditors report to the Audit Committee at each ordinary 

meeting of the Committee.
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sHARE CAPITAL AND OWNERsHIP 

SHArE CApITAl

CDON Group’s Articles of Association stipulate that share capi-

tal be maintained at a level not lower than sEK 100,000,000, 

and not exceeding sEK 400,000,000. At time of printing, 

CDON Group’s registered share capital amounts to sEK 

132,684,248 distributed among 66,342,124 shares. Each share 

entitles to one vote at the General Meeting.

All shares to be listed for trade are freely transferable, and 

entitle the holder to an equal proportion of CDON Group’s as-

sets, profit, dividends, and surplus in the event of liquidation. In 

the event of new share issues, all shares carry the same prefer-

ential right. The shares are issued serially, with the total number 

of shares currently standing at 66,342,124. The Company was 

originally registered in 1936. It has been a company within 

MTG since 1997, and the name was changed to MTG Internet 

Retailing AB in 2008, and then to CDON Group AB in 2010. 

The Company’s shares are swedish krona denominated, with a 

quota value of sEK 2 per share.

The Company’s shares are governed under the terms of 

the swedish Companies Act (2005:551). In conjunction with 

being listed for trade, CDON Group’s shares are registered 

on an electronic VPC register of shares, according to legisla-

tion (1998:1479) which regulates the book entry of financial 

instruments. This register, in addition to the book entry of 

shares, is administered by Euroclear sweden AB, Box 7822, 

sE-103 97, stockholm. The IsIN code for CDON Group shares 

is sE0003652163.

Resolutions pertaining to the distribution of profits is 

passed at the Annual General Meeting, or Extraordinary Gen-

Date Event
Change 

share capital

Change 
number 

of shares

Share capital 
following 

change

Number of 
shares

following 
change

1936-12-11 Establishment 1,000,000 2,000 1,000,000 2,000

24-09-2010 split 0 498,000 1,000,000 500,000

2010-09-24 Offset issue 131,090,244 65,545,122 132,090,244 66,045,122

2010-10-26 Cash issue 594,004 297,002 132,684,248 66,342,124

eral Meeting. The entitlement to receive dividends is enjoyed 

by shareholders listed in both the Company share register 

and the electronic VPC register of shares, as at the stipulated 

record date. Both the dividend record date and the date on 

which dividends are to be paid out are established by the 

Annual General Meeting, or Extraordinary General Meeting, or 

by the Board of Directors acting with the authorisation of the 

meeting. Dividends are normally paid as a cash sum per share 

but payment may also be issued in other ways. Payment of 

cash dividends is administered by Euroclear sweden AB. If the 

recipient shareholder cannot be reached by Euroclear sweden 

AB, the amount receivable remains with the Company in ques-

tion, with the only time restriction being the ten-year limitation 

period. On expiration of the limitation period, the dividend sum 

is retained by the Company. There are no specific procedures, 

nor restrictions, regarding the payment of dividends applying 

to shareholders resident outside of sweden. However, share-

holders not fiscally domiciled in sweden are ordinarily liable to 

swedish withholding tax, see section “Tax considerations in 

sweden”. 

The shares are not subject to offers made as a consequence 

of mandatory bids, the right of redemption, or the obligation of 

redemption. There have been no public takeover bids in respect 

of the Company’s shares.

The table below shows the historical development of the 

Company's share capital since its establishment in 1936, as 

well as changes in the number of shares and the share capital. 

For further information about the offset issue and the cash is-

sue, see section "Capital structure and refinancing".

CONVErTIBlE

Following a resolution passed at CDON’s Extraordinary General 

Meeting held on 25 November 2010, MTG Investment As, a 

wholly-owned subsidiary within MTG, has subscribed to sEK 

250 million worth of convertible debentures in CDON Group. 

This loan, which is unsubordinated, runs at an annual interest 

rate of 2.85 per cent, and is due to be repaid by 2 December 

2015, provided that conversion has not been made earlier. 

Conversion may be carried out from 15 June 2012 to 1 Decem-

ber 2015. The conversion rate shall correspond to 125 per cent 

of the volume-weighted share price during the first 20 days of 

trading, that is to say, the period from 15 December 2010 to 14 

January 2011. Once the share price has been established, it will 

be posted on the Company website together with information 

regarding the extent of dilution the convertible debentures may 

cause.

In the event of a change in ownership control within the 

Company, the convertible bondholder is entitled to demand re-

payment in advance. A change in ownership control also results 

in the recalculation of the conversion rate. Among the other 

events which may lead to a recalculation of the conversion rate 

is the distribution of profits.
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OWNErSHIp STruCTurE

CDON Group’s ownership structure will initially correspond to that of MTG. MTG’s shareholder list as at 30 November 2010 is pre-

sented in the table below. However, the table includes only Class A and Class B shares, whereas Class C shares, which do not entitle 

to any dividend in the form of shares in CDON Group, have been excluded from the table since these are in MTG’s possession.

Shareholder Number of shares
Proportion of 

capital, %

Investment AB Kinnevik 13,503,856 20.4

Lannebo Funds 2,157,345 3.3

Capital Group Funds 2,123,000 3.2

sEB Funds 2,011,106 3.0

Fidelity Funds 1,814,343 2.7

AMF Insurance & Funds 1,719,036 2.6

swedbank Robur Funds 1,640,433 2.5

sHB Funds 1,608,302 2.4

Nordea Funds 1,441,527 2.2

Government of Norway 977,519 1.5

second AP Fund 871,293 1.3

Anima Regni LP 836,648 1.3

Enter Funds 569,700 0.9

First AP Fund 564,231 0.9

Other shareholders 34,503,785 52.0

Total 66,342,124 100.0

SHArEHOlDEr AgrEEMENTS

The Company is not aware of the existence of any agreements 

between shareholders in the Company.

AuTHOrISATION

There is no authorisation sanctioning the Board of Directors of 

CDON Group, or its subsidiaries, to pass resolutions in respect 

of the increase of share capital through new share issues, 

convertible share option rights, etc. nor the raising of participat-

ing loans.

source: sIs.
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ARTICLEs OF AssOCIATION

Adopted by the Extraordinary General Meeting of CDON Group 

AB on 24 september 2010.

§ 1

The name of the Company is CDON Group AB. The Company 

is a public company (publ). 

§ 2

The Board of directors shall have its registered office in the 

municipality of Malmö. 

§ 3

The primary purpose of the Company’s business shall be to 

generate profit for its shareholders. 

The object of the Company’s business is mail order and 

retailing on the internet with film, music, games, books, ready-

made clothing, food, health, beauty, toys, baby carriages and 

other childrens accessories, interior decorating, fashion, build-

ing supplies, tools, auto parts, and consumer electronics, to 

own shares and other participation rights and share certificates 

and other similar securities as a part of the business, to own 

and manage real estate as well as movables, and carry on other 

activities compatible therewith. 

The Company shall have the right to guarantee or otherwise 

pledge security for obligations assumed by other companies 

within the group.

§ 4

The Company’s share capital shall be not less than sEK 

100,000,000 and not more than sEK 400,000,000. 

The number of shares in the Company shall be not less than 

50,000,000 and not more than 200,000,000. 

§ 5

The Board shall consist of no less than three and no more than 

nine directors. 

§ 6

The Company shall have no more than three auditors with up to 

three deputy auditors.  

§ 7 

A general meeting should be held in Malmö or in stockholm.

Notice of an annual general meeting and any extraordinary 

general meeting where any proposed amendment to the articles 

of association is to be addressed, shall be given no earlier than 

six and no later than four weeks prior to the meeting. 

Notice of any other extraordinary general meeting shall be 

given no earlier than six and no later than two weeks prior to 

the meeting. 

Notice of a general meeting of shareholders shall be made 

by announcement in Post- och Inrikes Tidningar, svenska Dag-

bladet, and in Metro in those places in sweden where Metro at 

the time of the notice is issued. 

§ 8

A shareholder that wishes to participate at the general meeting 

shall, firstly, have been registered as shareholder in a transcript 

of the entire share register with respect to the situation five busi-

ness days before the meeting, and secondly, register with the 

Company no later than 1 p.m. on the registration day set forth 

in the notice convening the meeting. such registration day must 

not be a sunday, any other public holiday, a saturday, Midsum-

mer’s Eve, Christmas Eve, New Year’s Eve or any day earlier 

than five week days prior to the meeting. 

A shareholder attending a general meeting may be accom-

panied by an assistant, however only where the shareholder 

has provided notification hereof in accordance with the forego-

ing paragraph. 

§ 9

The shareholder or nominee who on the record date is regis-

tered in the share register and in a central securities depository 

register pursuant to Chapter 4 of the Financial Instruments 

Accounts Act (1998:1479) or any person who is registered in 

a central securities depository account pursuant to Chapter 

4, section 18 paragraph 6-8 of the mentioned Act, shall be 

deemed to be authorised to exercise the rights set out in Chap-

ter 4, section 39 of the Companies Act (2005:551).

§ 10

The Company’s financial year shall be the calendar year. 
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source: CDON Group. 

LEGAL CONsIDERATIONs AND  
sUPPLEMENTARY INFORMATION

THE grOup’S lEgAl STruCTurE

The CDON Group’s Parent Company, CDON Group AB (publ) (company registration number 556035-6940), is a swedish public 

limited liability company that was registered in 1936. The Company’s operations are conducted in accordance with the swedish Com-

panies Act (2005:551). The Company’s registered office is in the municipality of Malmö. 

CDON Group AB (publ) is at present directly or indirectly the parent company of eight subsidiaries, which are operating in sweden, 

Norway, Finland, Denmark and Germany. The diagram below illustrates the legal structure of CDON Group, including CDON Group’s 

ownership stake and the country of domicile of the subsidiaries. 

MAJOr AgrEEMENTS

Distribution agreements
CDON has entered into several distribution agreements with 
suppliers of digital music and films, CDs, DVDs and Blue Ray 
discs, software, telecom products, home electronics etc. The 
terms and conditions of these contracts vary, but the majority are 
rolling contracts with a six months notice period. some of these 
agreements provide the supplier with a right to scrutinise CDON’s 
accounting records and financial reporting with regard to the 
products and services covered by the contract concerned. 

Agreement on sale of customer invoices
All companies in CDON Group have entered into agreements 
with Klarna AB to the effect that Klarna AB will acquire all 
customer invoices from the companies. Under these agree-
ments, the companies undertake to grant Klarna AB exclusivity 
with regard to these services and to satisfy certain requirements 
as to payment periods, amount of credit and claim procedures 
with these customers. The majority of the agreements are on a 
rolling basis, with a six months notice period.

Air time agreements

CDON Group has entered into agreements with MTG’s sub-

sidiary Viasat Broadcasting UK Ltd ("Viasat") regarding the 

purchase of air time on Viasat's free-TV channels in Denmark, 

Norway and sweden. The agreements run from 1 January 2011 

until 31 December 2013. The agreements can be terminated 

per 31 December 2012 if notice of termination is made on 30 

september 2012 at the latest. The advertising airtime in the 

agreement corresponds to the annual average of advertising 

volumes purchased by CDON Group on Viasat's free-TV chan-

nels in 2008, 2009 and 2010. The purchase price reflects the 

market rates paid by CDON Group for advertising airtime. The 

agreements guarantee Viasat a certain annual revenue. CDON 

Group has historically been able to utilise unsold advertising air-

time on Viasat's free-TV channels at a discount to the prevaila-

ing market price of sold advertising airtime of corresponding 

type. This "discount" is estimated to have amounted to sEK 15 

million (14.5) for the period January - september 2010.

Legal structure of CDON Group

CDON Group AB (publ)
556035-6940

sweden

Helsingin  
Dataclub Oy
1039571-2

Finland

CDON Alandia Ab
2143083-5

Finland

100%

100% 100%

95.54% 100% 100% 90.1% 100%

CDON AB
556406-1702

sweden

NLY  Scandinavia AB
556653-8822

sweden

Linus&Lotta  
Postorder AB
556078-3135

sweden (not active)

Gymgrossisten  
Sweden AB

556564-4258
sweden

Lekmer AB
556698-8035

sweden

HEPPO AB
556533-8372

sweden
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Agreement on hosting of web systems
several companies within the Group have entered into agree-
ments with Pulsen Production AB (”Pulsen”) regarding the 
hosting of web systems and, in several cases, some ancillary 
services, by which Pulsen guarantees that a certain degree of 
accessibility is achieved for the web systems. If termination is 
not made within three months before the end of the agreement 
period, the agreement period is extended, one year at a time.

logistics agreement
The Group has entered a number of logistics agreements with 
suppliers regarding distribution of products to customers. These 
agreements comprise logistics services such as customer 
service, goods reception, warehousing, repackaging, logistics 
services towards customers and postal services.

INTEllECTuAl prOpErTY rIgHTS

The Company seeks to register and actively endeavour to pro-
tect its brands, names and domain names in the jurisdictions 
in which CDON Group currently conducts business. CDON 
Group’s intellectual property rights are managed centrally. 
CDON Group’s main intellectual property rights are its brands, 
the most important of which are “CDON”, “Gymgrossisten” and 
“Nelly” plus its domain names.

TrANSACTIONS WITH ClOSElY rElATED pArTIES

In the past few years, the following agreements and arrange-
ments  have been in place between the Group and companies 
closely related to MTG.

The Group has purchased credit services from Transcom  �
Credit Management services AB.

The Group has bought telecom and data communication  �
services from Tele2 sverige AB, as well as operating and 
maintenance services from subsidiary Datametrix companies.

The Group has bought advertising and management serv- �
ices from Viasat Broadcasting UK Ltd.

The Group has sold management services and products to  �
MTG companies.

In preparation for the distribution and listing of CDON Group 
shares, agreements between the Group and companies closely 

related to MTG have been reviewed. The following agreements 

and arrangements exist between the Group and companies 

closely related to MTG.

The Group buys telephony services from Tele2 sverige AB. �

The Group buys switchboard and IT services from Datametrix  �
companies.

The Group buys TV advertising time from Viasat Broadcast- �
ing UK Ltd.

The Group buys accounting services from MTG Accounting  �
AB.

The Group rents premises from MTG companies.  �

The Group has the intention to buy internal audit services  �
from Audit Value International.

CDON Group has previously been given volume discounts from 
MTG on purchases of marketing. The value of this benefit is 
estimated to have amounted to around sEK 20 million in 2009, 
in terms of lower cost to CDON Group. Any cost increase from 
now on will depend on the level of acquired advertising time by 
CDON Group. Other transactions have taken place at arm's 
length.

On 2 October 2008, the former shareholders and now 
employees of Lekmer AB (556698-8035), Patric Palmefjord, 
Johan Englund and Niclas Larsson, furnished in association 
with former shareholder Lars Ögren a guarantee in respect of 
Lekmer AB’s then and future obligations in favour of Nordea 
Bank AB (publ). The undertaking is for an amount totalling sEK 
650,000. Furthermore, on 2 January 2007 and 18 september 
2008, Lekmer AB issued promissory notes in favour of Patric 
Palmefjord in the amounts of sEK 500,000 and 600,000, re-
spectively. All the undertakings described above have ceased.

A family member of the Company’s head of administration, 
Elisabeth Andersson, owns the Company Logistikfabriken, 
which had contractual relationships, now terminated, with 
CDON Group during 2007 and 2008. The contractual rela-
tionships comprised project management in connection with 
modification of parts of CDON AB’s logistics platform.

DISpuTES

A VAT liability of approximately EUR 463,000 related to the 
Company's Finnish subsidiary CDON Alandia Ab has not been 
reported in due time to the tax authorities, which according to 
the Company's judgment  may cause interest expenses and 
fines of between EUR 100,000 and 200,000. The Company 
have not made accruals for these expenses in the quarterly 
report as per 30 september 2010. 

CDON Group is not, and has not been, party to any judicial 
proceedings or arbitration proceedings during the twelve last 
months that recently have had or may have any major effects 
on the Company's financial position or profitability.

INSurANCE 

CDON Group maintains insurance covering among other things 
damage to/loss of property, business disruptions, general 
liability, product liability, goods in transit, damage/loss caused 
by criminal acts by employees and liability on the part of senior 
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executives and members of the Board of Directors. CDON 
Group considers that its insurance cover is in line with other 
companies in the industry and that it is sufficient in view of the 
risks that are normally associated with the Company’s opera-
tions. However, there is no guarantee that CDON Group will not 
be affected by losses that are not covered by this insurance.

INTErESTS OF ADVISErS 

Handelsbanken Capital Markets is providing CDON Group and 
MTG with financial advice and other services in connection with 
the distribution and listing of CDON Group shares on Nasdaq 
OMX stockholm, in return for which Handelsbanken Capital 
Markets will be paid a fee. In addition, the Company will reim-
burse Handelsbanken’s external costs. 

From time to time, Handelsbanken Capital Markets provides 
MTG and parties closely related to MTG with services within the 
scope of their day-to-day operations in connection with other 
transactions.

COSTS ASSOCIATED WITH THE DISTrIBuTION AND lISTINg

CDON Group’s costs in connection with the distribution and 
listing of CDON Group shares on Nasdaq OMX stockholm are 
expected to amount to approximately sEK 11 million which are 
estimated to incur during the fourth quarter in 2010. The costs 
relate mainly to financial advice, auditors, legal experts, printing 
of prospectuses, company presentations etc.

DOCuMENTS AVAIlABlE FOr INSpECTION

The following documents are available at the Company’s head 
office, during office hours on business days, and on the Com-
pany’s website at www.cdongroup.com

The Company’s Articles of Association,1. 

The Group’s audited annual report for historical financial 2. 
statements 2007-2009, and

The Group’s unaudited interim report for the first half of 2010 3. 
and a reviewed interim report for the period 1 January–30 
september 2010.
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TAX CONsIDERATIONs IN sWEDEN

The following is a summary of certain Swedish tax issues,  

based on tax legislation currently in effect. The summary is 

intended only as general information for shareholders with an 

unlimited tax liability in Sweden, unless otherwise stated. The 

summary is not intended to deal comprehensively with all tax 

matters that may arise in this context. For instance, it does not 

deal with the rules that apply where shares are held as current 

assets in a business operation or partnership. Moreover, it 

does not cover the special rules that may apply to holdings in 

companies that have been closely held companies. Nor does 

it cover the specific rules that may apply to the corporate sec-

tor with respect to tax exempt capital gains and dividends on 

“shares held for business purposes” (Sw: näringsbetingade an-

delar). Special tax rules that are not described below may also 

apply for certain categories of tax payers, such as investment 

companies and investment funds. Taxation for each individual 

shareholder depends on their specific circumstances. Spe-

cific tax consequences, which are not described below, may 

arise. Each shareholder should therefore consult a tax advisor 

regarding the tax consequences that may arise as a result of 

the holding.

TAXATION ON DISpOSAl OF SHArES

Individuals

Capital gains and capital losses on disposal of shares become 

taxable as income from capital. The tax rate is 30 per cent. 

The capital gain or capital loss is calculated as the difference 

between the sales proceeds, after deduction of sales expenses, 

and the tax basis. The tax basis of all shares of the same class 

and type is added together and computed collectively using the 

average method. For listed shares the tax basis may alterna-

tively be determined under the standard rule during a divest-

ment as 20 per cent of the net sale revenue after sales expense 

deductions.

Capital losses on listed shares are deductible. such losses 

may be fully deducted against capital gains in the same year 

on shares and other listed securities that are taxed as shares 

(except for units in mutual funds containing only swedish 

receivables, known as swedish interest funds). Capital losses 

from such listed shares  as specified above that cannot be 

deducted in this manner are deductible by 70 per cent against 

other capital income. 

If a deficit arises in the capital income category, a reduc-

tion of the tax on income from employment and from business 

operations, as well as the state real estate tax and the municipal 

real estate charge, is allowed. The tax reduction amounts to 30 

per cent of any deficit not exceeding sEK 100,000 and 21 per 

cent of any remaining deficit. Remaining deficit may not be car-

ried forward to a later fiscal year.

lIMITED lIABIlITY COMpANIES

In the case of limited liability companies, capital gains are usu-

ally taxed in the business operations category at a tax rate of 

26.3 per cent. Capital gains and capital loss are calculated in 

the same way as for individuals, as set forth above. 

Deductible capital losses on shares are only deductible 

against taxable capital gains from shares and other securities 

that are taxed as shares. Capital losses of this nature are also 

deductible against taxable capital gains from shares and other 

securities within the same group given that group contribu-

tions rights exist between the companies and both companies 

request this for the same fiscal year. Capital losses that have 

not been utilised in a given fiscal year may be carried forward 

(by the Company that had the loss) and be deductible against 

taxable capital gains on shares and other securities taxed as 

shares in the following fiscal years for an unlimited time.

TAXATION OF DIVIDENDS

Individuals

For individuals, dividends are normally taxed at a rate of 30 per 

cent as income from capital. Tax for individuals is withheld on 

the dividend by Euroclear sweden AB or, for nominee-regis-

tered shares, by the nominee.

limited liability companies

For limited companies, dividends are taxed as income from 

business operations at 26.3 per cent. specific rules apply for 

certain types of legal entities. The Company is not responsible 

for any tax at the source being withheld.

lEX ASEA

Under the so-called Lex AsEA rules (Chapter 42 § 16 Income 

Tax Act), dividends from a swedish limited liability company in 

the form of shares in a subsidiary are recognised as income if 

certain conditions are met. The Company has determined that 

these conditions are met and that MTG’s distribution of shares in 

CDON Group is therefore exempt from taxation for the recipient. 

AllOCATION OF TAX BASIS

since the distribution of shares is subject to Lex AsEA, the tax 

basis for shares in MTG will be allocated between the shares in 

MTG and CDON Group. This is done so that the reduction in 

value of shares in MTG due to the dividend is attributed to the 

shares distributed in CDON Group, while the remaining acquisi-

tion cost will be the new acquisition cost of shares in MTG. 

MTG intends to apply to the swedish Tax Agency for General 

Advice on how much of the acquisition cost of shares in MTG 

should be attributed to these shares and to the shares received 

in CDON Group. This advice will be published on both the MTG 

and CDON Groups websites.
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SHArEHOlDErS WITH lIMITED TAX lIABIlITY

For shareholders with limited tax liability in sweden and who 

receive dividends from a swedish limited liability company, 

swedish withholding tax is normally payable. The tax rate is 

30 per cent. However, this tax rate is generally reduced by tax 

treaties between sweden and other countries for the avoid-

ance of double taxation. Euroclear sweden normally effects the 

withholding tax deduction. If shares are nominee-registered, the 

nominee is responsible for deduction of tax.

shareholders with a limited tax liability in sweden and who 

are not carrying on business operations from a permanent 

establishment in sweden are generally not liable for swed-

ish capital gains taxation on the disposal of shares. However, 

shareholders may be subject to tax in their countries of resi-

dence. According to a certain rule, individuals with limited tax 

liability in sweden may be liable for capital gains taxation when 

swedish shares have been sold if they at some point during 

the calendar year when the sale has taken place, or during the 

previous ten calendar years, have lived or permanently stayed in 

sweden. However, the application of this rule is in many cases 

limited by tax treaties.
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Q3	  Interim	  report:	  1	  January	  –	  30	  September	  2010	  
	  

CDON	  Group	  AB	  (publ)	  ("CDON	  Group”	  or	  “the	  Group")	  announces	  its	  financial	  results	  for	  the	  third	  
quarter	  and	  nine	  months	  ended	  30	  September	  2010.	  
	   	  
Third	  Quarter	  Highlights	  	  

	  

• Net	  sales	  up	  29%	  year	  on	  year	  to	  SEK	  513.7	  (397.8)	  million	  	  
• Gross	  profit	  up	  11%	  year	  on	  year	  to	  SEK	  93.0	  (84.0)	  million	  	  
• Operating	  profit	  of	  SEK	  30.8	  (31.7)	  million,	  with	  an	  operating	  margin	  of	  6.0%	  
• Net	  income	  of	  SEK	  19.3	  (19.6)	  million	  
• Earnings	  per	  share	  of	  SEK	  4.051	  (38.00)	  	  
• Pan-‐Nordic	  launch	  of	  online	  shoe	  retailer	  Heppo.com	  
• Set-‐off	  issue	  of	  shares	  by	  which	  SEK	  239.0	  million	  in	  loans	  from	  parent	  company	  Modern	  Times	  

Group	  MTG	  AB	  (publ)	  (“MTG”)	  were	  exchanged	  for	  65,545,122	  CDON	  Group	  shares	  at	  SEK	  
3.646	  per	  share	  

	  
Nine	  Month	  Highlights	  	  
	  

• Net	  sales	  up	  27%	  year	  on	  year	  to	  SEK	  1,441.1	  	  (1,131.1)	  million	  
• Gross	  profit	  up	  21%	  year	  on	  year	  to	  SEK	  281.2	  (232.1)	  million	  	  
• Operating	  profit	  up	  30%	  year	  on	  year	  to	  SEK	  96.5	  (74.5)	  million,	  with	  an	  	  

operating	  margin	  of	  6.7%	  
• Net	  income	  up	  year	  on	  year	  to	  SEK	  64.2	  (45.1)	  million	  
• Earnings	  per	  share	  of	  SEK	  32.762	  (89.23)	  

	  
Mikael	   Olander,	   CEO	   of	   CDON	   Group,	   commented:	   “The	   Group	   has	   delivered	   another	   quarter	   of	  
strong	  sales	  growth	  and	  passed	  the	  milestone	  of	  SEK	  2	  billion	  of	  rolling	  twelve	  month	  sales	  for	  the	  
first	  time.	  All	  segments	  reported	  sales	  growth	  and	  the	  Fashion	  segment	  once	  again	  doubled	  its	  sales	  
year	   on	   year.	   This	   performance	   has	   consolidated	   our	   position	   as	   a	   leading	   pure-‐play	   e-‐commerce	  
business	  in	  the	  Nordic	  region,	  and	  reflects	  the	  ongoing	  migration	  of	  retail	  sales	  from	  traditional	  high	  
street	  outlets	  to	  the	  internet.	  
	  
“The	  high	  levels	  of	  organic	  growth,	  as	  well	  as	  the	  consolidation	  of	  the	  Lekmer.se	  toy	  store,	  the	  launch	  
of	  Heppo.com	  and	   the	  expansion	  of	  Nelly.com,	  demonstrate	   the	  scalability	  of	  our	  platform	  and	  the	  
ability	   to	   efficiently	   develop	   our	   existing	   businesses,	   acquire	   and	   launch	   new	   internet	   stores,	   and	  
expand	   into	  new	  markets.	   	  At	   the	  same	  time	  and	  despite	   the	   investments	   that	  we	  have	  made,	  we	  
have	  continued	  to	  deliver	  healthy	  margins	  and	  return	  on	  capital	  employed.	  
	  
“For	   the	   remaining	   year	   we	   expect	   to	   see	   continued	   healthy	   growth	   for	   the	   Sports	   &	   Health	   and	  
Fashion	  businesses,	   but	   do	   also	   expect	   the	  ongoing	   industry-‐wide	   decline	   in	   CD	   sales	   to	   adversely	  
impact	  the	  Entertainment	  segment	  while	  it	  gradually	  migrates	  to	  new	  product	  areas.”	  	  

                                                
1 Calculated	  on	  the	  weighted	  average	  number	  of	  shares	  of	  4,774,682	  for	  the	  period	  Jul-‐Sep	  2010. 
2 Calculated	  on	  the	  weighted	  average	  number	  of	  shares	  of	  1,940,552	  for	  the	  period	  Jan-‐Sep	  2010. 
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Significant	  events	  
	  
CDON	  Group	  launched	  new	  online	  shoe	  retailer	  Heppo.com	  in	  Sweden	  on	  31	  August	  2010.	  The	  online	  
store	  has	  subsequently	  been	  rolled	  out	   into	  Norway,	  Denmark	  and	  Finland	  during	  September	  2010.	  
Heppo.com	   is	  a	  part	  of	  CDON	  Group’s	  Fashion	  business	   segment	  and	   complements	   CDON	  Group’s	  
existing	  fashion	  retailing	  portfolio.	  	  
	  
The	  Extraordinary	  General	  Meeting	  of	  CDON	  Group	  shareholders,	  which	  was	  held	  on	  24	  September	  
2010,	  resolved	  to	  implement	  a	  set-‐off	  directed	  share	  issue	  to	  MTG.	  MTG	  has	  subscribed	  for	  a	  total	  of	  
65,545,122	  CDON	  Group	  shares	  at	  SEK	  3.646	  per	  share.	  Payment	  for	  the	  shares	  has	  been	  made	  by	  
the	  off-‐setting	  of	  SEK	  239,000,000	  of	  total	  loans	  previously	  provided	  by	  MTG	  to	  CDON	  Group.	  CDON	  
Group’s	  share	  capital	  has	  thereby	  increased	  to	  SEK	  132,090,244.	  In	  connection	  with	  the	  set-‐off	  share	  
issue	  it	  was	  further	  decided	  to	  implement	  a	  share	  split	  at	  a	  ratio	  of	  250:1.	  The	  share	  split	  has	  been	  
taken	  into	  account	  for	  the	  reporting	  period.	  CDON	  Group	  hereby	  has	  a	  total	  of	  66,045,122	  issued	  
shares.	  Furthermore,	  a	  decision	  to	  carry	  out	  a	  cash	  issue	  before	  15	  of	  December	  2010	  of	  a	  maximum	  
of	  317,002	  shares,	  with	  a	  par	  value	  of	  SEK	  2.00,	  whereby	  the	  share	  capital	  will	  be	  increased	  by	  a	  
maximum	  of	  SEK	  634,004	  was	  taken.	  (See	  the	  paragraph	  “Significant	  events	  after	  the	  reporting	  
date”). 
	  
Significant	  events	  after	  the	  reporting	  date	  
	  
MTG	  announced	  on	  21	  October	  that	  an	  Extraordinary	  General	  Meeting	  of	  MTG	  shareholders,	  which	  
was	  held	  in	  Stockholm	  on	  the	  same	  day,	  had	  voted	  to	  approve	  the	  proposed	  distribution	  of	  all	  CDON	  
Group	  shares	  to	  MTG	  shareholders.	  MTG	  shareholders	  will	  receive	  one	  share	  in	  CDON	  Group	  for	  each	  
MTG	   class	  A	  and/or	  class	   B	   share	   that	   they	  hold.	  MTG	  class	  C	   shareholders	  are	  not	   entitled	   to	   the	  
dividend.	  	  
	  
The	  dividend	  of	   CDON	  Group	  shares	   is	   conditional	   upon	   the	   registration	  of	   the	  CDON	  Group	  share	  
issue	  with	  the	  Swedish	  Companies	  Registration	  Office;	  the	  approval	  for	   listing	  of	  the	  Group’s	  shares	  
by	  Nasdaq	  OMX	  Stockholm;	  and	  the	  review	  and	  approval	  of	  the	  related	  prospectus	  by	  the	  Swedish	  
Financial	  Supervisory	  Authority	  by	   no	   later	   than	  28	  February	  2011.	   The	   intention	   is	   that	   the	  CDON	  
Group	   shares	   be	   listed	   and	   commence	   trading	   on	   Nasdaq	  OMX	   Stockholm	   after	   the	   dividend	   has	  
been	  made.	  
	  
Following	   a	   resolution	   passed	   at	   an	   Extraordinary	   General	   Meeting	   of	   CDON	   Group	   shareholders,	  
which	  was	  held	  in	  Stockholm	  on	  25	  November	  2010,	  MTG	  Investment	  AS,	  a	  wholly-‐owned	  subsidiary	  
of	  MTG	  has	  subscribed	   to	  CDON	  Group	  convertible	  bonds	  in	  the	  total	  amount	  of	  SEK	  250.0	  million.	  
This	  bond	  issue	  is	  unsubordinated,	  bears	  interest	  of	  2.85	  percent	  per	  annum,	  and	  is	  due	  to	  be	  repaid	  
on	   2	  December	   2015	   if	   it	   has	   not	   been	   repaid	   or	   converted	   prior	   to	  maturity.	   The	  bonds	  may	  be	  
converted	  into	  CDON	  Group	  shares	  between	  15	  June	  2012	  and	  1	  December	  2015,	  and	  the	  conversion	  
rate	   has	   been	   set	   at	   125	   percent	   of	   the	   volume-‐weighted	   share	   price	   during	   the	   first	   20	   days	   of	  
trading	  after	   listing,	  (the	  period	  from	  15	  December	  2010	  to	  14	  January	  2011).	  The	  conversion	  price	  
will	   be	   made	   available	   on	   CDON	   Group’s	   website	   (www.cdongroup.com)	   once	   it	   has	   been	  
established,	  together	  with	   information	  about	  the	  potential	  dilution	  effects	  of	  the	  conversion	  of	  the	  
bonds.	  
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CDON	  Group	  acquired	  an	  additional	  5.54%	  of	  shares	  from	  minority	  share	  holders	  in	  NLY	  Scandinavia	  
AB	  (Nelly.com)	  in	  October	  for	  SEK	  21.0	  million	  in	  cash.	  CDON	  Group	  now	  owns	  95.54%	  of	  the	  shares	  
in	  NLY	  Scandinavia	  AB.	  
	  
A	  cash	  issue	  of	  297,002	  shares	  with	  a	  par	  value	  of	  SEK	  2.00	  was	  carried	  out	  in	  October,	  as	  decided	  on	  
the	  Extraordinary	  General	  Meeting	  of	  CDON	  Group	  on	  24	  September,	  and	  increased	  CDON	  Group’s	  
share	  capital	  by	  SEK	  594,004.	  CDON	  Group	  thereafter	  has	  a	  total	  of	  66,342,124	  issued	  shares.	  
	  
CDON	  Group	  signed	  an	  agreement	  with	  MTG	  subsidiary	  Viasat	  Broadcasting	  UK	  Ltd	  (“Viasat”)	  in	  
October	  2010	  to	  purchase	  advertising	  airtime	  on	  Viasat’s	  free-‐TV	  channels	  in	  Denmark,	  Norway	  and	  
Sweden	  in	  2011	  and	  2012.	  The	  advertising	  airtime	  in	  the	  agreement	  corresponds	  to	  the	  annual	  
average	  of	  the	  advertising	  volumes	  purchased	  by	  CDON	  Group	  on	  Viasat’s	  free-‐TV	  channels	  in	  2008,	  
2009	  and	  2010.	  The	  two	  year	  agreement	  may	  be	  extended	  for	  a	  further	  twelve	  month	  period	  by	  
mutual	  consent	  according	  to	  the	  terms	  stipulated	  in	  the	  contract.	  The	  purchase	  price	  reflects	  the	  
market	  rates	  paid	  by	  CDON	  Group	  for	  advertising	  airtime	  and	  includes	  monthly	  minimum	  volume	  
requirements.	  CDON	  Group	  has	  historically	  been	  able	  to	  utilise	  unsold	  advertising	  airtime	  on	  Viasat’s	  
free-‐TV	  channels	  at	  a	  discount	  to	  the	  prevailing	  market	  price	  of	  sold	  advertising	  airtime	  of	  
corresponding	  type.	  This	  “discount”	  is	  estimated	  to	  have	  amounted	  to	  SEK	  15.0	  (14.5)	  million	  for	  the	  
period	  January	  -‐	  September	  2010. 
	  

Financial	  summary	  

	  
	   2010	   2009	   Change	  	   2010	   2009	   Change	  	  
(SEK	  thousand)	   Jul-‐Sep	   Jul-‐Sep	   	  (%)	   Jan-‐Sep	   Jan-‐Sep	   	  (%)	  
Net	  sales	   513,741	   397,795	   29.1%	   1,441,101	   1,131,063	   27.4%	  
Gross	  profit	   93,030	   83,959	   10.8%	   281,186	   232,116	   21.1%	  
Gross	  margin	  (%)	   18.1%	   21.1%	   	   19.5%	   20.5%	   	  
	   	   	   	   	   	   	  

Operating	  profit	   30,780	   31,666	   -‐2.8%	   96,545	   74,465	   29.7%	  
Operating	  margin	  (%)	   6.0%	   8.0%	   	   6.7%	   6.6%	   	  
	   	   	   	   	   	   	  

Net	  interest	  &	  other	  	  
financial	  items	  

-‐5,517	   -‐4,046	   -‐	   -‐14,152	   -‐10,907	   -‐	  

Income	  before	  tax	   25,263	   27,620	   -‐8.5%	   82,393	   63,558	   29.6%	  
Net	  income	   19,251	   19,617	   -‐1.9%	   64,232	   45,142	   42.3%	  
Basic	  earnings	  per	  share	  (SEK)*	   4.05	   38.00	   -‐	   32.76	   89.23	   -‐	  
Diluted	  earnings	  per	  share	  (SEK)*	   4.05	   38.00	   -‐	   32.76	   89.23	   -‐	  
	  	   	   	   	   	   	   	  

Total	  assets	   729,863	   593,527	   23.0%	   729,863	   593,527	   23.0%	  
	  

*	  Earnings	  per	  share	  for	  all	  periods	  have	  been	  recalculated	  following	  the	  ongoing	  250:1	  share	  split.	  The	  number	  of	  issued	  shares	  for	  these	  
periods	  is	  500,000.	  The	  earnings	  per	  share	  for	  the	  periods	  January	  to	  September	  and	  July	  to	  September	  2010	  have	  also,	  and	  besides	  taking	  
into	  account	  the	  ongoing	  250:1	  share	  split,	  been	  calculated	  to	  reflect	  the	  ongoing	  share	  issue,	  by	  which	  the	  amount	  of	  issued	  shares	  will	  
increase	  from	  500,000	  to	  66,045,122.	  The	  weighted	  average	  number	  of	  shares	  for	  the	  first	  nine	  months	  of	  2010	  amounted	  to	  1,940,552,	  
and	  to	  4,774,682	  for	  the	  third	  quarter	  of	  2010.	  
 
 

Group	  Overview	  
	  
Group	  net	   sales	  were	  up	  29%	   year	   on	   year	   in	   the	   third	   quarter,	   and	  up	   27%	   for	   the	   year	   to	   date,	  
following	  sales	  growth	  and	  continued	  market	  share	  gains	  for	  each	  business	  segment	  in	  both	  periods.	  
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The	  Group's	  sites	  attracted	  26.8	  (20.9)	  million	  visits	  and	  generated	  1,125,000	  (941,000)	  orders	  during	  
the	   third	   quarter.	   A	   total	   of	   76.7	   (62.3)	   million	   visits	   and	   3.1	   (2.6)	   million	   orders	   were	   registered	  
during	  the	  first	  nine	  months	  of	  the	  year.	  
	  
The	   Group’s	   consolidated	   cost	   of	   goods	   sold	   increased	   by	   34%	   year	   on	   year	   to	   SEK	   420.7	   (313.8)	  
million	  in	  the	  third	  quarter	  and	  by	  29%	  to	  SEK	  1,159.9	  (898.9)	  million	  for	  the	  year	  to	  date.	  The	  Group	  
reported	  a	  lower	  gross	  margin	  of	  18.1%	  (21.1%)	  in	  the	  quarter,	  and	  decreased	  gross	  margin	  of	  19.5%	  
(20.5%)	  for	  the	  year	  to	  date.	  The	  gross	  margins	  for	  both	  periods	  were	  affected	  by	  the	  adverse	  effects	  
of	  the	  Swedish	  krona	  reporting	  currency	  appreciating	  against	  the	  Norwegian	  and	  Danish	  currencies	  
and	  the	  euro.	  The	  majority	  of	  the	  Group's	  costs	  are	  Swedish	  krona	  denominated	  whilst	  almost	  half	  of	  
the	  Group's	  sales	  are	  in	  other	  currencies.	  	  
	  
The	  Group	  reported	  a	  13%	  year	  on	  year	  increase	  in	  sales,	  general	  and	  administrative	  expenses	  to	  SEK	  
63.0	  (55.7)	  million	  in	  the	  third	  quarter,	  which	  reflected	  the	  larger	  sales	  volumes,	   the	  acquisition	  of	  
Lekmer.se	   in	   the	  second	  quarter	  and	   the	   launch	  of	  Heppo.com	   in	   the	   third	  quarter.	  Sales,	   general	  
and	   administrative	   expenses	   were	   up	   15%	   for	   the	   year	   to	   date	   to	   SEK	   183.6	   (159.9)	   million.	   The	  
Group	  therefore	  reported	  a	  3%	  year	  on	  year	  decline	  in	  operating	  profits	  for	  the	  third	  quarter	  and	  a	  
30%	   increase	   in	  profits	   for	   the	   year	   to	  date,	  with	  operating	  margins	   of	  6.0%	  and	  6.7%	   for	   the	   two	  
respective	  periods.	  
	  
The	  Group's	  net	   interest	  and	  other	   financial	   items	  amounted	   to	  SEK	   -‐5.5	   (-‐4.0)	  million	   in	   the	   third	  
quarter	  and	  SEK -14.2	  (-‐10.9)	  million	  for	  the	  year	  to	  date,	  which	  primarily	  reflected	  the	  higher	  level	  of	  
financial	  gearing	  following	  the	  payment	  of	  a	  SEK	  150.0	  million	  dividend	  to	  parent	  company	  Modern	  
Times	  Group	  MTG	  AB	  in	  November	  2009,	  as	  well	  as	   the	   impact	  of	  foreign	  exchange	  rate	  gains	  and	  
losses	  in	  the	  respective	  periods.	  Group	  pre-‐tax	  profits	  declined	  9%	  year	  on	  year	  in	  the	  third	  quarter	  
but	  increased	  by	  30%	  for	  the	  year	  to	  date.	  	  
	  
The	  Group	  reported	  income	  tax	  expenses	  of	  SEK	  -‐6.0	  (-‐8.0)	  million	  in	  the	  third	  quarter	  and	  SEK	  -‐18.2	  
(-‐18.4)	  million	  for	  the	  year	  to	  date,	  which	  included	  the	  recognition	  of	  tax	  loss	  carry-‐forwards	  in	  the	  
second	  and	  third	  quarters	  of	  2010	  (cf.	  note	  2).	  Group	  consolidated	  net	  income	  therefore	  declined	  by	  
2%	  year	  on	  year	  in	  the	  third	  quarter	  but	  increased	  by	  42%	  for	  the	  year	  to	  date,	  with	  earnings	  per	  
share	  of	  SEK	  4.05	  and	  SEK	  32.76	  for	  the	  two	  respective	  periods.	  The	  total	  number	  of	  shares	  
outstanding	  amounted	  to	  2,000	  at	  the	  beginning	  of	  the	  reporting	  period,	  and	  to	  66,045,122	  at	  end	  of	  
the	  reporting	  period,	  following	  the	  decision	  to	  implement	  a	  set-‐off	  directed	  share	  issue	  whereby	  the	  
parent	  company	  Modern	  Times	  Group	  MTG	  AB	  has	  subscribed	  for	  a	  total	  of	  65,545,122	  CDON	  Group	  
shares	  at	  SEK	  3.646	  per	  share.	  A	  decision	  to	  implement	  a	  share	  split	  at	  a	  ratio	  of	  250:1	  was	  also	  taken	  
in	  connection	  to	  the	  set-‐off	  share	  issue. 
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Segmental	  Operating	  Review	  
	  
Entertainment	  
	  

(SEK	  thousands)	  
2010	  

Jul-‐Sep	  
2009	  	  

Jul-‐Sep	  
Change	  

(%)	  
2010	  

Jan-‐Sep	  
2009	  	  

Jan-‐Sep	  
Change	  

(%)	  
Net	  sales	   328,270	   300,672	   9.2%	   930,183	   838,924	   10.9%	  
Operating	  profit	   20,951	   21,448	   -‐2.3%	   56,312	   52,157	   8.0%	  
Operating	  margin	  (%)	   6.4%	   7.1%	   	   6.1%	   6.2%	   	  
	   	   	   	   	   	   	  
No.	  of	  visits	  (thousands)	   15,875	   14,323	   10.8%	   45,376	   44,163	   2.7%	  
No.	  of	  orders	  (thousands)	   867	   796	   8.9%	   2,425	   2,187	   10.9%	  
Average	  shopping	  basket	  (SEK)	   364	   370	   -‐1.6%	   363	   356	   2.0%	  
	  	  
The	   Entertainment	   segment	   comprises	   the	  CDON.COM,	   BookPlus.fi	   and	   Lekmer.se	   internet	   stores.	  
Segment	  sales	  were	  up	  9%	  year	  on	  year	   in	  the	  quarter	  and	  up	  11%	  for	  the	  year	  to	  date,	  despite	  the	  
ongoing	  industry-‐wide	  decline	  in	  CD	  sales.	  The	  segment	  accounted	  for	  63.9%	  (75.6%)	  of	  total	  Group	  
sales	   in	   the	   quarter	   and	   64.5%	   (74.2%)	   of	   sales	   for	   the	   first	   nine	   months	   of	   the	   year.	   Lekmer.se,	  
which	   was	   consolidated	   in	   the	   second	   quarter	   of	   2010,	   has	   performed	   according	   to	   plan	   and	  
generated	   healthy	   sales	   growth	   in	   the	   third	   quarter.	   BookPlus.fi	   also	   developed	   strongly	   in	   the	  
quarter	  and	  is	  well	  positioned	  to	  take	  further	  market	  shares	  in	  the	  Finnish	  online	  book	  sales	  market.	  
CDON.COM	   reported	   increased	   sales	   of	   all	   product	   categories	   except	   CDs,	   which	   represented	   the	  
third	  largest	  product	  category	  in	  the	  quarter.	  The	  global	  market	  for	  CDs	  is	  in	  structural	  decline	  due	  to	  
the	  growth	  of	  amongst	  other	  music	  streaming	  over	  the	  internet.	  The	  fastest	  growing	  categories	  are	  
electronic	  products	  and	  books.	  	  
	  
Segment	  operating	  profits	  were	  down	  2%	  year	  on	  year	  in	  the	  third	  quarter	  but	  up	  8%	  for	  the	  year	  to	  
date,	  with	  operating	  margins	  of	  6.4%	  and	  6.1%	  for	  the	  two	  respective	  periods.	  The	  segment’s	  third	  
quarter	  operating	  profitability	  was	  adversely	   impacted	  by	  the	  consolidation	  of	  Lekmer.se,	   increased	  
marketing	  spend,	  the	  introduction	  of	  a	  new	  online	  retailing	  platform	  for	  Lekmer.se,	  and	  the	  year	  on	  
year	  appreciation	  of	  the	  Swedish	  krona	  against	  the	  Norwegian	  and	  Danish	  currencies,	  and	  the	  euro.	  	  
	  
The	   second	   quarter	   is	   typically	   the	   seasonally	   weakest	   period	   of	   the	   year	   for	   the	   Entertainment	  
segment.	  The	  fourth	  quarter	   is	  typically	  the	  seasonally	  strongest	  period	  of	  the	  year	  for	  the	  segment	  
and	  the	  retail	  industry	  in	  general,	  due	  to	  Christmas	  sales	  in	  particular.	  The	  first	  and	  third	  quarters	  are	  
typically	  of	  approximately	  equal	  size	  on	  a	  seasonal	  basis.	  
	  
Fashion	  
	  

(SEK	  thousands)	  
2010	  

Jul-‐Sep	  
2009	  	  

Jul-‐Sep	  
Change	  

(%)	  
2010	  

Jan-‐Sep	  
2009	  	  

Jan-‐Sep	  
Change	  

(%)	  
Net	  sales	   112,488	   47,332	   137.7%	   298,494	   136,483	   118.7%	  
Operating	  profit	   1,458	   2,334	   -‐37.5%	   14,221	   2,231	   537.4%	  
Operating	  margin	  (%)	   1.3%	   4.9%	   	   4.8%	   1.6%	   	  
	   	   	   	   	   	   	  
No.	  of	  visits	  (thousands)	   9,352	   5,391	   73.5%	   26,769	   14,578	   83.6%	  
No.	  of	  orders	  (thousands)	   159	   75	   112.0%	   439	   222	   97.7%	  
Average	  shopping	  basket	  (SEK)	   693	   615	   12.7%	   690	   596	   15.8%	  
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The	   Fashion	   segment	   comprises	   the	   Nelly.com,	   LinusLotta.com	   and	   Heppo.com	   internet	   stores.	  
Segment	  sales	  more	   than	  doubled	  year	  on	  year	   in	  both	   the	   third	  quarter	  and	  for	  the	  year	   to	  date,	  
and	  accounted	  for	  21.9%	  (11.9%)	  of	  total	  Group	  sales	  in	  the	  quarter	  and	  20.7%	  (12.1%)	  of	  sales	  for	  
the	  first	  nine	  months	  of	   the	  year.	  The	  sales	  growth	  reflected	  the	  increasing	  popularity	  of	  Nelly.com	  
across	  the	  Nordic	  region,	  as	  well	  as	  the	  contribution	  of	  newly	  launched	  Heppo.com.	  	  
	  
Segment	  operating	  profits	  were	  down	  38%	  year	  on	  year	  in	  the	  third	  quarter	  with	  an	  operating	  margin	  
of	  1.3%	  following	  the	   launch	  of	  Heppo.com	  across	   the	  Nordic	  region	  and	  Nelly.com	  in	  Germany,	  as	  
well	  as	  an	  overall	   increase	   in	  marketing	   expenditure.	  Segment	  operating	  profits	  were	  up	   537%	   for	  
the	  year	  to	  date	  with	  an	  increased	  operating	  margin	  of	  4.8%.	  
	  
The	  second	  and	  fourth	  quarters	  are	  typically	  the	  seasonally	  strongest	  periods	  of	  the	  year	  for	  the	  
Fashion	  segment	  and	  the	  ready-‐made	  clothing	  industry	  in	  general.	  This	  reflects	  the	  Spring	  and	  
Autumn	  fashion	  line	  launches,	  but	  can	  be	  distorted	  by	  changes	  to	  typical	  weather	  patterns.	  The	  first	  
and	  the	  third	  quarters	  are	  typically	  of	  equal	  size	  on	  a	  seasonal	  basis,	  when	  adjusted	  for	  underlying	  
growth	  during	  the	  year. 
	  
Sports	  &	  Health	  
	  

(SEK	  thousands)	  
2010	  

Jul-‐Sep	  
2009	  	  

Jul-‐Sep	  
Change	  

(%)	  
2010	  

Jan-‐Sep	  
2009	  	  

Jan-‐Sep	  
Change	  

(%)	  
Net	  sales	   72,983	   52,589	   38.8%	   212,424	   159,012	   33.6%	  
Operating	  profit	   8,844	   7,901	   11.9%	   26,953	   20,121	   34.0%	  
Operating	  margin	  (%)	   12.1%	   15.0%	   	   12.7%	   12.7%	   	  
	   	   	   	   	   	   	  
No.	  of	  visits	  (thousands)	   1,547	   1,217	   27.1%	   4,539	   3,607	   25.8%	  
No.	  of	  orders	  (thousands)	   100	   70	   42.9%	   290	   207	   40.1%	  
Average	  shopping	  basket	  (SEK)	   731	   746	   -‐2.0%	   727	   765	   -‐5.0%	  
	  
The	  Sports	  &	  Health	  segment	  comprises	  the	  Gymgrossisten.com,	  Fitnesstukku.fi	  and	  Bodystore.com	  
internet	  stores.	  Segment	  net	  sales	  were	  up	  39%	  year	  on	  year	  in	  the	  third	  quarter	  and	  up	  34%	  for	  the	  
year	  to	  date,	  and	  accounted	  for	  14.2%	  (13.2%)	  of	  total	  Group	  sales	  in	  the	  quarter	  and	  14.7%	  (14.1%)	  
of	  sales	  for	  the	  first	  nine	  months	  of	  the	  year.	  The	  sales	  growth	  primarily	  reflected	  market	  share	  gains	  
for	  Gymgrossisten.com	  in	  Norway	  and	  for	  Fitnesstukku.fi.	  
	  
Segment	  operating	  profits	  increased	  by	  12%	  year	  on	  year	  in	  the	  third	  quarter	  and	  by	  34%	  for	  the	  year	  
to	  date,	  with	  operating	  margins	  of	  12.1%,	  and	  12.7%	  for	  the	  two	  respective	  periods.	  The	  year	  on	  year	  
decline	  in	  operating	  margin	  in	  the	  quarter	  reflected	  the	  realisation	  of	  a	  non-‐recurring	  capital	  gain	  of	  
SEK	  2.2	  million	  from	  the	  sale	  of	  a	  warehouse	  in	  the	  third	  quarter	  of	  2009.	  	  
	  
The	  first	  quarter	  is	  the	  seasonally	  strongest	  period	  of	  the	  year	  for	  the	  Sports	  &	  Health	  segment,	  due	  
to	  the	  higher	  interest	  in	  exercise	  and	  physical	  wellbeing	  in	  the	  early	  part	  of	  the	  year.	  The	  remaining	  
quarters	  are	  typically	  of	  approximately	  equal	  size,	  when	  adjusted	  for	  underlying	  growth	  during	  the	  
year. 
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Financial	  position	  	  
	  
Group	  total	  assets	  grew	  by	  23%	  year	  on	  year	  to	  SEK	  729.9	  (593.5)	  million	  as	  at	  30	  September,	  and	  
compared	  to	  SEK	  741.2	  million	  at	   the	  end	  of	  2009,	  which	  reflected	   the	  net	  effect	  of	   the	  SEK	  150.0	  
million	  dividend	  paid	  to	  MTG	  in	  November	  2009	  and	  the	  ongoing	  expansion	  of	  the	  Fashion	  and	  the	  
Entertainment	  businesses,	  mainly	  with	  regards	  to	  broadened	  assortment.	  Inventory	  levels	  increased	  
year	  on	  year	  to	  SEK	  219.2	  (124.2)	  million,	  compared	  to	  SEK	  153.0	  million	  at	  the	  end	  of	  2009.	  
	  
Capital	  employed	  increased	  by	  SEK	  45.3	  million	  year	  on	  year	  to	  SEK	  395.3	  million	  as	  at	  30	  September,	  
and	   the	  Group’s	   rolling	   twelve	  month	   return	  on	   capital	  employed	   increased	  year	  on	   year	   to	  44.1%	  
(28.5%).	  	  
	  
Cash	  flow	  from	  operating	  activities	  before	  changes	  in	  working	  capital	  decreased	  year	  on	  year	  to	  SEK	  
26.3	  (30.8)	  million	  in	  the	  third	  quarter	  and	  to	  SEK	  81.9	  (76.8)	  million	  for	  the	  first	  nine	  months	  of	  the	  
year.	  The	  Group	  reported	  a	  SEK	  14.2	  (53.1)	  million	  change	   in	  working	  capital	   in	   the	  quarter,	  which	  
primarily	   reflected	  higher	  accounts	  payable	   related	   to	   improved	  payment	   terms	   towards	  suppliers.	  
The	  Group	  reported	  a	  SEK	  -‐97.5	  (18.5)	  million	  change	  in	  working	  capital	  for	  the	  year	  to	  date,	  which	  
reflected	   the	   usual	   seasonal	   working	   capital	   patterns.	   The	   year	   on	   year	   development	   primarily	  
reflected	   the	   effect	   from	   a	   permanent	   decrease	   in	   accounts	   receivable,	   following	   the	   Group’s	  
outsourced	  invoice	  management	  for	  CDON.COM	  from	  June	  2009.	  
	  
Group	  cash	  flow	  from	  investing	  activities	  amounted	  to	  SEK	  -‐1.6	  (1.9)	  million	  in	  the	  quarter	  and	  SEK	  	  
-‐8.6	   (-‐2.9)	   million	   for	   the	   year	   to	   date,	   which	   primarily	   reflected	   the	   acquisition	   of	   Lekmer.se	   in	  
March,	  with	  a	  cash	  flow	  impact	  of	  SEK	  -‐4.0	  million,	  as	  well	  as	  a	  cash	  flow	  effect	  	  of	  SEK	  6.0	  last	  year	  
related	  to	  the	  sale	  of	  a	  warehouse	  facility	  in	  September	  2009.	  
	  
Group	  cash	  flow	  to	  financing	  activities	  amounted	  to	  SEK	  -‐32.6	  (-‐107.5)	  million	  in	  the	  third	  quarter	  and	  
SEK	  42.5	   (-‐129.2)	  million	   for	   the	   year	   to	  date,	  which	  primarily	   reflected	   the	   fluctuations	   in	  utilised	  
credit	   facilities	   provided	   by	   parent	   company	   Modern	   Times	   Group	   MTG	   AB.	   The	   Group’s	   total	  
interest-‐bearing	   borrowings	   amounted	   to	   SEK	   84.9	   (116.0)	   million	   at	   the	   end	   of	   the	   nine	   month	  
period,	   compared	   to	  SEK	   258.4	  million	  at	   the	   end	  of	   2009,	  which	   reflected	   the	  set-‐off	   share	   issue,	  
whereby	   parent	   company	   Modern	   Times	   Group	   MTG	   AB	   subscribed	   to	   65,545,122	   newly	   issued	  
shares	  at	  a	  price	  of	  3.646	  krona	  per	  share,	  by	  the	  set-‐off	  of	  a	  SEK	  239.0	  million	  receivable	  on	  CDON	  
Group.	  	  
	  
The	  Group’s	  cash	  and	  cash	  equivalents	  therefore	  increased	  by	  SEK	  6.3	  (-‐21.8)	  million	  in	  the	  quarter	  
and	   by	   SEK	   18.3	   (-‐36.7)	  million	   for	   the	   year	   to	   date,	   to	   end	   the	   period	   at	   SEK	   21.3	   (3.8)	  million,	  
compared	  to	  SEK	  3.0	  million	  at	  the	  end	  of	  2009.	  	  
	  
Group	   net	   cash	   (here	   defined	   as	   interest-‐bearing	   current	   and	   non-‐current	   assets	   and	   cash	   less	  
Interest-‐bearing	   liabilities)	  therefore	  amounted	   to	  SEK	  81.0	  (-‐43.3)	  million	  as	  at	  30	  September,	  and	  
compared	  to	  net	  cash	  of	  SEK	  14.7	  million	  at	  the	  end	  of	  2009.	  
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Parent	  company	  
	  
The	  parent	  company	  CDON	  Group	  had	  no	  sales	   in	   the	   first	  nine	  months	  of	  2010.	  Net	   interest	  and	  
other	   financial	   items	   amounted	   to	   SEK	   -‐2.5	   (-‐0.9)	   million	   in	   the	   third	   quarter	   and	   SEK	   -‐7.6	   (-‐3.0)	  
million	  for	  the	  year	  to	  date.	  Income	  before	  tax	  amounted	  to	  SEK	  -‐3.0	  (-‐1.0)	  million	  in	  the	  quarter	  and	  
SEK	   -‐8.9	   (-‐3.0)	   million	   for	   the	   first	   nine	   months	   of	   the	   year.	   The	   parent	   company	   made	   no	  
investments	  in	  non-‐current	  assets	  during	  the	  first	  nine	  months	  of	  2010.	  
	  
Accounting	  policies	  
	  
This	   report	   has	   been	   prepared	   according	   to	   ‘IAS	   34	   Interim	   Financial	   Reporting’	   and	   the	   ‘Annual	  
Accounts	  Act’.	  The	  Group’s	   consolidated	  financial	  statements	  have	  been	  prepared	  according	  to	  the	  
same	  accounting	  policies	  and	  methods	  of	  computation	  as	   the	  2009	  annual	  accounts	  except	  for	   the	  
application	  of	   ‘IFRS	  3	  Business	  Combinations’	  and	   the	  amended	   ‘IAS	  27	  Consolidated	  and	  Separate	  
Financial	  Statements’.	  The	  revisions	  and	  amendments	  relate	  to:	  

• The	  definition	  of	  operations	  
• The	  expensing	  of	  transaction	  (acquisition)	  related	  fees	  
• The	  determination	  of	  the	  fair	  value	  of	  conditional	  purchase	  prices	  at	  the	  date	  of	  acquisition	  

and	  the	  recognition	  in	  the	  income	  statement	  or	  other	  comprehensive	  income	  of	  the	  effects	  
of	  the	  revaluation	  of	  liabilities	  related	  to	  conditional	  purchase	  prices	  

• The	   recognition	   as	   shareholder	   transactions	   (reported	   directly	   in	   equity)	   of	   additional	  
acquisitions	  made	  after	  achieving	  decisive	  influence	  	  

• The	   two	   options	   for	   recognising	   non-‐controlling	   interests	   and	   goodwill:	   the	   recognition	   of	  
non-‐controlling	  interests	  at	  fair	  value	  by	  including	  goodwill	  or	  as	  a	  part	  of	  net	  assets.	  One	  of	  
the	  two	  methods	  is	  selected	  and	  applied	  to	  each	  acquisition.	  

	  
Other	  new	  or	  revised	  IFRS	  policies	  and	  IFRIC	  interpretations	  have	  not	  had	  any	  material	  affect	  on	  the	  
consolidated	  financial	  position	  or	  results	  of	  the	  Group.	  With	  effect	  from	  1	  January	  2010,	  certain	  costs	  
have	   been	   reclassified	   from	   ‘cost	   of	   goods	   sold’	   to	   ‘sales,	   general	   and	   administrative	   expenses’,	  
which	  are	  described	  in	  Note	  1	  to	  this	  report.	  
	  
‘RFR	  2.3	  Accounting	  for	  Legal	  Entities’	  has	  been	  applied	  to	  the	  parent	  company	  since	  1	  January	  2010,	  
and	  states	  that	  the	  revised	  ‘IAS	  1	  Presentation	  of	  Financial	  Statements’	  should	  also	  be	  applied	  to	  the	  
parent	   company,	   with	   certain	   exceptions.	   In	   addition,	   expenses	   related	   to	   business	   combinations	  
(IFRS	  3)	  in	  legal	  entities	  will	  also	  hereafter	  be	  included	  in	  the	  cost	  of	  acquisitions.	  
	  
Risks	  and	  uncertainties	  
	  
Several	  factors	  could	  affect	  CDON	  Group’s	  earnings	  and	  operations,	  most	  of	  which	  can	  be	  managed	  
through	   internal	  procedures	  while	   some	  are	  controlled	  by	   external	   factors.	   Risks	  and	  uncertainties	  
include	   IT	   and	   control	   systems,	   suppliers,	   seasonal	   variations	   and	   currencies,	   new	   market	   entries,	  
changes	  in	  market	  conditions,	  and	  changes	  in	  e-‐commerce	  spending	  behaviour.	  	  The	  parent	  company	  
is	  also	  subject	  to	  interest	  rate	  risks.	  
	  
The	   2009	   Annual	   Report	   contains	   a	   more	   comprehensive	   description	   of	   the	   risks	   and	   uncertainty	  
factors	  affecting	  the	  Group	  in	  the	  Management	  Report	  and	  in	  Note	  21.	  
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Related	  party	  transactions	  	  
	  
Related	  party	  transactions	  for	  the	  period	  are	  of	  the	  same	  character	  and	  amounts	  as	  the	  transactions	  
described	  in	  the	  2009	  annual	  report.	  Transactions	  with	  MTG	  companies	  are	  presented	  in	  note	  3.	  
	  
As	  outlined	  in	  the	  “Significant	  events	  after	  the	  reporting	  date”	  section,	  MTG	  Investment	  AS,	  a	  wholly-‐
owned	  subsidiary	  of	  MTG	  has	  subscribed	  to	  SEK	  250.0	  million	  of	  CDON	  Group	  convertible	  bonds.	  
	  
As	  also	  outlined	  in	  the	  “Significant	  events	  after	  the	  reporting	  date”	  section,	  CDON	  Group	  has	  signed	  
an	  agreement	  with	  MTG	  subsidiary	  Viasat	  Broadcasting	  UK	  Ltd	  regarding	  the	  purchase	  of	  advertising	  
airtime	  on	  Viasat’s	  free-‐TV	  channels	  in	  2011	  and	  2012,	  with	  an	  opportunity	  to	  extend	  the	  agreement	  
for	  a	  third	  year	  by	  mutual	  consent	  and	  according	  to	  the	  terms	  stipulated	  in	  the	  agreement.	  
	  
	  
Financial	  results	  for	  the	  fourth	  quarter	  and	  full	  year	  of	  2010	  
	  

The	  financial	  results	  for	  the	  fourth	  quarter	  and	  full	  year	  of	  2010	  will	  be	  published	  on	  2	  February	  2011.	  
	  
	  
30	  November	  2010	  
	  
Mikael	  Olander	  
President	  &	  CEO	  
	  
CDON	  Group	  AB	  
Bergsgatan	  20	  
Box	  385	  
SE-‐201	  23	  Malmö	  
Corporate	  ID	  number:	  556035-‐6940	  
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For	  additional	  information,	  please	  visit	  www.cdongroup.com	  or	  contact:	  
	  
	  

Mikael	  Olander,	  President	  &	  CEO	  
Martin	  Edblad,	  CFO	  
Fredrik	  Bengtsson,	  Head	  of	  Communications	  
Tel:	  +46	  (0)	  40	  601	  61	  00	  
Matthew	  Hooper	  /	  Anton	  Gourman,	  Investor	  Relations	  issues	  
Tel:	  +44	  (0)	  7768	  440	  414	  /	  +44	  (0)	  7791	  134	  486	  
	  
	  
CDON	  Group	  is	  one	  of	  the	   largest	  e-‐commerce	  businesses	   in	   the	  Nordic	   region.	  Established	  in	  1999,	  
the	  Group	  has	  continuously	  expanded	  its	  product	  portfolio	  and	  is	  now	  a	  leading	  e-‐commerce	  player	  in	  
the	   Entertainment	   (CDON.COM,	   BookPlus.fi,	   Lekmer.se),	   Fashion	   (Nelly.com,	   LinusLotta.com,	  
Heppo.com),	   and	   Sports	   &	   Health	   (Gymgrossisten.com,	   Fitnesstukku.fi,	   Bodystore.com)	   segments.	  
CDON	   Group	   offers	   a	  market	   leading	   product	   range	   at	   competitive	   prices	   with	   quick	   delivery	   and	  
high-‐quality	   customer	   service.	   CDON	   Group’s	   internet	   stores	   attract	   approximately	   two	   million	  
customers	  a	  year	  across	  the	  Nordic	  region.	  	  
	  
www.CDON.COM	  www.nelly.com	  www.heppo.com	  	  www.gymgrossisten.com	  www.fitnesstukku.fi	  
www.bodystore.com	  www.lekmer.se	  www.bookplus.fi	  www.LinusLotta.com 	  
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Auditors’	  Review	  Report	  concerning	  this	  interim	  report	  	  

Introduction	  	  

We	  have	  reviewed	  the	  interim	  report	  for	  CDON	  Group	  AB	  as	  of	  September	  30,	  2010	  and	  the	  nine	  
month	  period	  ending	  on	  this	  date.	  The	  Board	  of	  Directors	  and	  the	  President	  and	  CEO	  are	  responsible	  
for	  the	  preparation	  and	  presentation	  of	  this	  interim	  report	  in	  accordance	  with	  IAS	  34	  and	  the	  
Swedish	  Annual	  Accounts	  Act.	  Our	  responsibility	  is	  to	  express	  a	  conclusion	  on	  this	  interim	  report	  
based	  on	  our	  review.	  	  

The	  focus	  and	  scope	  of	  the	  review	  	  

We	  conducted	  our	  review	  in	  accordance	  with	  the	  Standard	  on	  Review	  Engagements	  (SÖG)	  2410,	  
Review	  of	  the	  Interim	  Financial	  Information	  Performed	  by	  the	  Independent	  Auditor	  of	  the	  Entity.	  A	  
review	  consists	  of	  making	  inquiries,	  primarily	  of	  persons	  responsible	  for	  financial	  and	  accounting	  
matters,	  performing	  an	  analytical	  examination	  and	  applying	  other	  review	  procedures.	  A	  review	  has	  a	  
different	  focus	  and	  is	  substantially	  less	  in	  scope	  than	  an	  audit	  conducted	  according	  to	  Standards	  on	  
Auditing	  in	  Sweden	  (RS)	  and	  other	  generally	  accepted	  auditing	  practices.	  The	  procedures	  performed	  
in	  a	  review	  do	  not	  enable	  us	  to	  obtain	  a	  level	  of	  assurance	  that	  would	  make	  us	  aware	  of	  all	  significant	  
matters	  that	  might	  be	  identified	  in	  an	  audit.	  Accordingly,	  the	  conclusion	  expressed	  based	  on	  a	  review	  
does	  not	  constitute	  the	  same	  level	  of	  assurance	  as	  a	  conclusion	  based	  on	  an	  audit.	  	  

Conclusion	  	  

Based	  on	  our	  review,	  nothing	  has	  come	  to	  our	  attention	  that	  causes	  us	  to	  believe	  that	  the	  interim	  
report,	  in	  all	  material	  respects,	  is	  not	  prepared	  for	  the	  Group	  in	  accordance	  with	  IAS	  34	  and	  the	  
Swedish	  Annual	  Accounts	  Act	  and	  for	  the	  Parent	  Company	  in	  accordance	  with	  the	  Swedish	  Annual	  
Accounts	  Act.	  	  

Stockholm,	  November	  30,	  2010	  

KPMG	  AB	  	  

	  

	  

George	  Pettersson	  	  
Authorized	  Public	  Accountant	  
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CONDENSED CONSOLIDATED 2010 2009 2010 2009 2009
INCOME STATEMENT  (SEK thousand) Jul-Sep Jul-Sep Jan-Sep Jan-Sep Jan-Dec

Net sales 513,741 397,795 1,441,101 1,131,063 1,746,162
Cost of goods and services -420,711 -313,836 -1,159,915 -898,947 -1,397,691
Gross profit 93,030 83,959 281,186 232,116 348,471

Sales and administration expenses -63,028 -55,658 -183,633 -159,941 -224,066
Other operating income and expenses, net 778 3,365 -1,008 2,290 734
Operating profit 30,780 31,666 96,545 74,465 125,139

Net interest & other financial items -5,517 -4,046 -14,152 -10,907 -11,808
Profit before tax 25,263 27,620 82,393 63,558 113,331

Tax -6,012 -8,003 -18,161 -18,416 -32,835
Net income for the period 19,251 19,617 64,232 45,142 80,496

Attributable to:
Equity holders of the parent 19,339 19,002 63,570 44,616 79,554
Non-controlling interests -88 615 662 526 942
Net income for the period 19,251 19,617 64,232 45,142 80,496

Basic earnings per share (SEK)* 4.05 38.00 32.76 89.23 159.09
Diluted earnings per share (SEK)* 4.05 38.00 32.76 89.23 159.09

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
CONDENSED (SEK thousand)

Profit for period 19,251 19,617 64,232 45,142 80,496

Other comprehensive income
Translation difference for the period -911 -1,911 -2,292 -2,250 -1,683
Other comprehensive income for the period -911 -1,911 -2,292 -2,250 -1,683

Total comprehensive income for period 18,340 17,706 61,940 42,892 78,813

Total comprehensive income attributable to:
Parent company shareholders 18,428 17,218 61,278 42,366 77,895
Non-controlling interests -88 488 662 526 918
Total comprehensive income for the period 18,340 17,706 61,940 42,892 78,813

Shares outstanding at period's end 66,045,122 500,000 66,045,122 500,000 500,000

Average number of shares, basic* 4,774,682 500,000 1,940,552 500,000 500,000
Average number of shares, diluted* 4,774,682 500,000 1,940,552 500,000 500,000

* Earnings per share for all periods have been recalculated with regards to the current split of 250:1. The number of shares for these periods is 500,000. 
Earnings per share for the periods Jan-Sep and Jul-Sep 2010 have, in addition to the recalculation following the 250:1 split, been recalculated with regards 
to the ongoing share issue, whereby the number of shares has increased from 500,000 to 66,045,122. The weighted average number of shares for the 
period Jan-Sep 2010 is 1,940,552 and 4,774,682 for the period Jul-Sep 2010.

*Outstanding shares at the end of the reporting period and weighted average number of shares before and after dilution for all periods have been 
recalculated with regards to the ongoing share issue 250:1. Outstanding shares at the end of the reporting period and weighted average number of shares 
before and after dilution for the period Jan-Sep and Jul-Sep 2010 have, except for the split 250:1, been recalculated with regards to the ongoing share 
issue, where the number of shares has increased from 500,000 to 66,045,122.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION 2010 2009 2009
CONDENSED (SEK thousand) 30 Sep 30 Sep 31 Dec

Non-current assets
Goodwill 192,568 189,612 189,865
Other intangible assets 66,425 63,942 62,696
Total non-current assets 258,993 253,554 252,561

Machinery and equipment 3,404 1,757 1,953

Total machinery and equipment 262,397 255,311 254,514

Current assets
Inventories 219,188 124,168 152,977

Current interest-bearing receivables 144,534 155,578 270,027
Current non-interest-bearing receivables 82,411 54,678 60,595
Total receivables 226,945 210,256 330,622

Cash and cash equivalents 21,333 3,792 3,045

Total current assets 467,466 338,216 486,644

Total assets 729,863 593,527 741,158

Equity
Equity attributable to owners of the parent 308,373 213,878 6,738
Non-controlling interest 2,035 1,060 1,473
Total equity 310,408 214,938 8,211

Non-current liabilities
Non interest bearing
Deferred tax 15,870 18,086 15,051
Provisions 4,515 1,020 1,217
Total non-current liabilities 20,385 19,106 16,268

Current liabilities
Current interest-bearing liabilities 84,907 116,033 258,380
Current non-interest-bearing liabilities 314,163 243,450 458,299
Total current liabilities 399,070 359,483 716,679

Total equity and liabilities 729,863 593,527 741,158

Memorandum items
Pledged assets None None None
Contingent liabilities None None None  
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CONSOLIDATED STATEMENT OF CASH FLOWS 2010 2009 2010 2009 2009
CONDENSED (SEK thousand) Jul-Sep Jul-Sep Jan-Sep Jan-Sep Jan-Dec

Cash flows from operating activities 26,335 30,814 81,903 76,794 127,703
Changes in working capital 14,151 53,058 -97,536 18,520 91,235
Cash flows from operations 40,486 83,872 -15,633 95,314 218,938

Investments in subsidiaries 0 -3,225 -5,055 -6,231 -6,231
Investments in other non-current assets -1,640 -879 -3,466 -2,653 -3,226
Other cash flows from investing activities 10 5,975 -45 5,975 3,861
Cash flows to/from investing activities -1,630 1,871 -8,566 -2,909 -5,596

Shareholder dividends and share buy-backs - - - - -150,000
Other cash flows from/to financing activities -32,560 -107,527 42,487 -129,150 -104,906
Cash flows to/from financing activities -32,560 -107,527 42,487 -129,150 -254,906

Change in cash and cash equivalents for the period 6,296 -21,784 18,288 -36,745 -41,564

Cash and cash equivalents at period’s start 15,037 26,868 3,045 42,046 42,046
Translation difference, cash and cash equivalents 0 -1,292 0 -1,509 2,563
Cash and cash equivalents at period’s end 21,333 3,792 21,333 3,792 3,045

STATEMENT OF CHANGES IN EQUITY 2010 2009 2009
 (SEK thousand) 30 Sep 30 Sep 31 Dec
Opening balance 8,211 171,452 171,452
Total comprehensive income for the period 61,940 42,892 78,813
Effects of employee option program 430 0 509
New share issue 239,000 - -
Acquisition of non-controlling interests 827 - -
Shareholder dividends - - -150,000
Group contributions, net after tax - - -93,157
Shareholder contributions - 594 594
Closing balance 310,408 214,938 8,211  
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SEGMENTAL	  REPORTING	  	  
	  

 

NET SALES 2009 2009 2009 2009 2009 2009 2010 2010 2010 2010
(SEK thousand) Jan-Mar Apr-Jun Jul-Sep Oct-Dec Jan-Sep Full year Jan-Mar Apr-Jun Jul-Sep Jan-Sep

Entertainment 296,667 241,585 300,672 497,769 838,924 1,336,693 328,941 272,972 328,270 930,183

Fashion 34,010 55,141 47,332 66,142 136,483 202,625 69,035 116,971 112,488 298,494

Sport & Health 56,683 49,740 52,589 51,697 159,012 210,709 71,757 67,684 72,983 212,424
Total operational business areas 387,360 346,466 400,593 615,608 1,134,419 1,750,027 469,733 457,627 513,741 1,441,101

Parent and holding companies - - - - - - - - - -

Eliminations -43 -515 -2,798 -509 -3,356 -3,865 0 0 0 0

TOTAL OPERATING ACTIVITIES 387,317 345,951 397,795 615,099 1,131,063 1,746,162 469,733 457,627 513,741 1,441,101

CONSOLIDATED TOTAL 387,317 345,951 397,795 615,099 1,131,063 1,746,162 469,733 457,627 513,741 1,441,101

OPERATING PROFIT 2009 2009 2009 2009 2009 2009 2010 2010 2010 2010
 (SEK thousand) Jan-Mar Apr-Jun Jul-Sep Oct-Dec Jan-Sep Full year Jan-Mar Apr-Jun Jul-Sep Jan-Sep

Entertainment 18,496 12,213 21,448 40,562 52,157 92,719 24,186 11,175 20,951 56,312

Fashion -3,159 3,056 2,334 4,780 2,231 7,011 3,857 8,906 1,458 14,221

Sport & Health 5,359 6,861 7,901 6,079 20,121 26,200 10,126 7,983 8,844 26,953
Total operational business areas 20,696 22,130 31,683 51,421 74,509 125,930 38,169 28,064 31,253 97,486

Group central operations -7 -19 -19 -746 -45 -791 -258 -210 -473 -941

CONSOLIDATED TOTAL 20,689 22,111 31,664 50,675 74,464 125,139 37,911 27,854 30,780 96,545

CONSOLIDATED OPERATING SEGMENTS 2009 2009 2009 2009 2009 2009 2010 2010 2010 2010
CONDENSED SALES (SEK thousand) Jan-Mar Apr-Jun Jul-Sep Oct-Dec Jan-Sep Full year Jan-Mar Apr-Jun Jul-Sep Jan-Sep
Revenues from external customers
Entertainment 296,624 241,081 297,876 497,247 835,581 1,332,828 328,941 272,972 328,270 930,183

Fashion 34,010 55,141 47,332 66,142 136,483 202,625 69,035 116,971 112,488 298,494

Sport & Health 56,683 49,729 52,587 51,710 158,999 210,709 71,757 67,684 72,983 212,424

Total 387,317 345,951 397,795 615,099 1,131,063 1,746,162 469,733 457,627 513,741 1,441,101

Revenues from other segments
Entertainment 43 504 2,796 522 3,343 3,865 - - - -

Fashion 0 0 0 0 - - - - - -

Sport & Health 0 11 2 -13 13 - - - - -

Parent and holding companies 0 - - - - - - - - -

Total 43 515 2,798 509 3,356 3,865 0 0 0 0  
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PARENT COMPANY INCOME STATEMENT 2010 2009 2010 2009 2009
CONDENSED (SEK thousand) Jul-Sep Jul-Sep Jan-Sep Jan-Sep Jan-Dec

Net sales 0 0 0 0 0
Gross profit 0 0 0 0 0

Administrative expenses -474 -16 -1,335 -38 -77
Operating profit -474 -16 -1,335 -38 -77

Other net financial items -2,477 -917 -7,560 -2,974 -19,925
Profit before tax -2,951 -933 -8,895 -3,012 -20,002

Tax 651 241 1,988 792 1,119
Profit for the period -2,300 -692 -6,907 -2,220 -18,883

PARENT COMPANY STATEMENT OF COMPREHENSIVE INCOME 2010 2009 2010 2009 2009
CONDENSED (SEK thousand) Jul-Sep Jul-Sep Jan-Sep Jan-Sep Jan-Dec

Profit for the period -2,300 -692 -6,907 -2,220 -18,883

Other comprehensive income
Profit for the period -2,300 -692 -6,907 -2,220 -18,883

PARENT COMPANY STATEMENT OF FINANCIAL POSITION 2010 2009 2009
CONDENSED (SEK thousand) 30 Sep 30 Sep 31 Dec

Non-current assets
Shares and participating interests 248,060 256,738 301,490

248,060 256,738 301,490

Current assets
Current receivables 2,803 1,078 131,729

2,803 1,078 131,729
Total assets 250,863 257,816 433,219

Equity
Equity 246,335 178,975 16,240

Current liabilities
Other interest-bearing liabilities 1,957 75,616 230,049
Non-interest-bearing liabilities 2,571 3,225 186,930

4,528 78,841 416,979
Total equity and liabilities 250,863 257,816 433,219

Memorandum items
Pledged assets None None None
Contingent liabilities None None None  
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KEY	  RATIOS 

 

2009 2009 2009 2009 2009 2010 2010 2010 
KEY RATIOS Jan-Mar Apr-Jun Jul-Sep Oct-Dec Full year Jan-Mar Apr-Jun Jul-Sep 
GROUP 
Sales growth (%) 33.1 33.5 35.9 39.3 36.0 21.3 32.3 29.1 
Change in operating expenses (%) 37.2 30.8 34.3 36.2 34.9 17.8 32.7 31.9 
Operating margin (%) 5.3 6.4 8.0 8.2 7.2 8.1 6.1 6.0 
Gross profit margin (%) 18.2 22.4 21.1 18.9 20.0 19.9 20.7 18.1 
Return on capital employed (%) 22.0 25.1 28.5 37.5 37.5 41.3 44.9 44.1 
Return on equity (%) 22.7 26.9 31.3 49.6 49.6 62.7 81.0 62.0 
Equity/assets ratio (%) 32.5 35.3 36.2 1.1 1.1 5.6 8.6 42.5 
Net debt (+) / Net cash (–) (SEK million) 110.7 42.3 -43.3 -14.7 -14.7 186.9 189.7 -81.0 
Cash flows from operations (SEK million) -68.1 79.5 83.9 123.6 218.9 -65.3 9.2 40.5 

-71 0.7 88.8 213.1 
Earnings per share (SEK)* 27.22 24.00 38.00 69.88 159.11 49.46 39.00 4.05 
Equity per share (SEK)** 372.73 393.42 427.76 13.48 13.48 65.61 103.53 4.70 

Earnings per share (SEK)*** 0.21 0.18 0.29 0.53 1.20 0.37 0.29 0.30 
Equity per share (SEK)*** 2.78 2.97 3.22 0.10 0.10 0.44 0.77 4.65 
No. of visits (thousand) 23,014 18,403 20,931 25,694 88,042 26,102 23,807 26,774 
No. of orders (thousand) 895 780 941 1,317 3,933 1,065 963 1,126 
Average shopping basket (SEK) 399 410 418 445 421 419 465 443 
Entertainment 
No. of visits (thousand) 17,493 12,347 14,323 18,200 62,362 16,490 13,011 15,875 
No. of orders (thousand) 763 628 796 1,138 3,325 861 697 867 
Average shopping basket (SEK) 351 346 370 410 375 357 368 364 
Fashion 
No. of visits (thousand) 4,202 4,985 5,391 6,268 20,846 7,997 9,420 9,352 
No. of orders (thousand) 59 88 75 106 328 107 173 159 
Average shopping basket (SEK) 556 606 615 643 611 639 718 693 
Sport & Health 
No. of visits (thousand) 1,319 1,071 1,217 1,226 4,833 1,616 1,376 1,547 
No. of orders (thousand) 73 64 70 73 280 97 93 100 
Average shopping basket (SEK) 776 772 746 709 750 722 727 731 

Definitions 
Equity/assets ratio Equity plus non-controlling interests as a percentage of total assets. 
Net debt (+) / Net cash (–) Interest-bearing liabilities less interest-bearing current and non-current assets and cash and cash equivalents. 
No. of visits Gross number of visits. 
Conversion level Number of orders as a percentage of number of visits. 
Return on equity Net income for the the last four quarters as a percentage of average equity for the last four 

quarters. Return on capital employed Operating income for the last four quarters as a percentage of average of total non-current assets, cash and  
cash equivalents, and net working capital reduced for provisions, for the last four quarters 

Earnings per share Earnings for the year attributable to the parent company’s shareholders divided by average number of shares. 
Equity per share Equity attributable to the parent company’s shareholders divided by average number of 

shares. 

* Earnings per share for all periods have been recalculated with regards to the current split of 250:1. The number of shares for these periods is 500,000. Earnings  
per share for the periods Jan-Sep and Jul-Sep 2010 have, in addition to the recalculation following the 250:1 split, been recalculated with regards to the ongoing  
share issue, where the number of shares has increased from 500,000 to 66,045,122. The weighted average number of shares for the period Jan-Sep 2010 is  
1,940,552 and 4,774,682 for the period Jul-Sep 2010. 
 ** When calculating equity per share above stated split has been applied also for the full year- and quarterly figures for 
2009.  *** Calculated on present number of shares, as per November 2010, amounting to 66,342,124. 
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Note 1

CONDENSED CONSOLIDATED 2009 2009 2009
INCOME STATEMENT (SEK thousand) Jan-Dec Jan-Dec Jan-Dec

Before
 reclassification Reclassification

After 
reclassification

Net sales 1,746,162 1,746,162
Cost of goods and services -1,476,858 79,167 -1,397,691
Gross profit 269,304 79,167 348,471

Sales and administration expenses -144,971 -79,095 -224,066
Other operating income and expenses, net 806 -72 734
Operating profit 125,139 0 125,139  

 

Marketing	  costs	  and	  some	   internal	   inventory	  management	  costs	  have	  been	  reclassified.	  Cost	  of	   goods	   sold	  now	   includes	  
costs	  for	  merchandise,	  distribution	  costs,	  fulfilment	  costs,	  shipping	  and	  payment	  transaction	  costs,	  as	  well	  as	  realised	  and	  
anticipated	  bad	  debt	   losses.	   The	  change	  was	  made	  with	  effect	   from	  1	  January	  2010,	  and	   information	   for	  2009	  has	  been	  
adjusted	  for	  comparative	  purposes.	  

	  
	  
  
Note 2

TAX 2010 2010
Jul-Sep Jan-Sep

Tax for the period -7,354 -22,179
Recognition of previously unused tax loss carry-forwards in the period 1,342 4,018
Tax for the period -6,012 -18,161

Remaining tax loss carry-forwards, SEK 2,868 thousand, has not been valued as per the balance sheet date  
 
  
 
Note 3

RELATED PARTY TRANSACTIONS - MTG COMPANIES 2010 2009 2009
30 Sep 30 Sep 31 Dec

BALANCE SHEET ITEMS
Current receivables
Current interest-bearing receivables 144,534 155,578 270,027
Current non-interest-bearing receivables 2,429 54 989
Total related party receivables 146,963 155,632 271,016

Current liabilities
Current interest-bearing liabilities, cash pool accounts 84,907 116,033 258,380
Current non-interest-bearing liabilities 2,659 4,590 129,325
Total related party current liabilities 87,566 120,623 387,705

RELATED PARTY TRANSACTIONS - MTG COMPANIES 2010 2009 2009
Jul-Sep Jul-Sep Jan-Dec

INCOME STATEMENT ITEMS
Net sales 0 292 359
Sales and administration expenses -28,838 -24,518 -34,957
Net interest & other financial items -8,850 -6,127 -7,549
Income effect from related party transactions -37,688 -30,645 -42,506

Modern Times Group MTG AB holds all shares in CDON Group AB  
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(SEK thousand) Note 2009 2008 2007

Net sales 3 1,746,162 1,286,028 909,922

Cost of goods and services –1,476,858 –1,093,936 –777,957

Gross income 269,304 192,092 131,965

selling & administrative expenses –144,971 –109,722 –53,210

Other operating income 5 2,207 271 340

Other operating expenses 5 –1,401 – –

Operating income 5, 9, 10, 11, 12, 22, 24, 25, 27 125,139 82,641 79,095

Interest revenue and other financial income 7 738 4,381 12,630

Interest expense and other financial costs 7 –12,546 –12,507 –1,087

Income before tax 113,331 74,515 90,638

Current tax expenses 8 –35,315 –25,587 –27,178

Deferred tax expenses 8 2,480 –365 –

Net income for the year from continuing operations 80,496 48,563 63,460

Net income for the year from discontinued operations 6 – – 40,832

Net income for the year 80,496 48,563 104,292

Attributable to:

Equity holders of the parent 79,554 48,563 104,434

Minority interest 942 0 –142

Net income for the year 80,496 48,563 104,292

Basic earnings per share (sEK) 16 39,777.00 24,281.50 52,217.00

Diluted earnings per share (sEK) 16 39,777.00 24,281.50 52,217.00

CONSOlIDATED INCOME STATEMENT

(SEK thousand) Note 2009 2008 2007

Net income for the year 80,496 48,563 104,292

Other comprehensive income

Change in currency translation differences –1,683 4,289 –313

Other comprehensive income for the year, net of tax 8, 17 –1,683 4,289 –313

Total comprehensive income for the year 78,813 52,852 103,979

Attributable to:

Equity holders of the parent 77,895 52,842 104,121

Minority interest 918 10 –142

Total comprehensive income for the year 78,813 52,852 103,979

CONSOlIDATED STATEMENT OF COMprEHENSIVE INCOME

HIsTORICAL FINANCIAL REPORTs 2007–2009
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(SEK thousand) Note  31 Dec. 2009 31 Dec. 2008 31 Dec. 2007

ASSETS

Non-current assets

Intangible assets 9

Capitalised expenditure 23,823 24,229 7,654

Patents and trademarks 38,873 41,813 –

Goodwill 189,865 184,895 38,547

Total intangible assets 252,561 250,937 46,201

Tangible assets 10

Buildings – 3,981 –

Equipment, tools and installations 1,953 1,379 1,470

Total tangible assets 1,953 5,360 1,470

Long-term financial assets

Deferred tax asset 8 – 1,364 –

Total long-term financial assets – 1,364 –

Total non-current assets 254,514 257,661 47,671

Current assets

Inventories

Finished goods and merchandise 152,849 147,435 71,973

Advances to suppliers 128 1,751 –

Total inventories 152,977 149,186 71,973

Current receivables

Accounts receivables 13 19,051 79,307 55,995

Accounts receivables, MTG companies 388 273 287

Tax receivables 583 2,409 2,129

Current interest-bearing receivables,  MTG cash pool accounts 270,027 102,010 177,360

Other current receivables, non interest-bearing MTG companies 601 897 50

Other current receivables, non interest-bearing 29,707 40,500 42,150

Prepaid expense and accrued income 14 10,265 7,637 5,012

Total current receivables 330,622 233,033 282,983

Cash and cash equivalents 15, 21

Cash and bank 3,045 42,046 82,377

Total cash and cash equivalents 3,045 42,046 82,377

Total current assets 486,644 424,265 437,333

Total assets 741,158 681,926 485,004

CONSOlIDATED STATEMENT OF FINANCIAl pOSITION
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(SEK thousand) Note  31 Dec. 2009 31 Dec. 2008 31 Dec. 2007

EQUITY AND LIABILITIES

Equity attributable to equity holders of the parent company 17

share capital 1,000 1,000 1,000

Other paid-in capital 800 800 800

Reserves 2,411 4,070 –209

Retained earnings including net income for the year 2,527 165,027 173,066

Total equity attributable to equity holders of the parent company 6,738 170,897 174,657

Minority interest

Minority interest 1,473 555 599

Total equity 8,211 171,452 175,256

Non-current liabilities 21

Non-interest bearing

Deferred tax liability 8 15,051 18,690 450

Provisions 18 1,217 1,020 4,218

Total non-current non-interest bearing liabilities 16,268 19,710 4,668

Total non-current liabilities 16,268 19,710 4,668

Current liabilities 21

Interest-bearing

Interest-bearing liabilities, MTG cash pool accounts 258,380 102,173 14,879

Total current interest-bearing liabilities 258,380 102,173 14,879

Non-interest-bearing

Advances from customers 694 46 237

Accounts payable 200,060 240,750 132,844

Accounts payable, MTG companies 2,067 2,394 2,251

Tax liability 2,285 2,144 1,345

Other liabilities MTG companies 127,258 80,473 93,396

Other liabilities 30,828 19,482 33,132

Accrued expense and prepaid income 19 95,107 43,302 26,996

Total current non-interest bearing liabilities 458,299 388,591 290,201

Total current liabilities 716,679 490,764 305,080

Total liabilities 732,947 510,474 309,748

Total equity and liabilities 741,158 681,926 485,004

For information about pledged assets and contingent liabilities, see note 20.

CONSOlIDATED STATEMENT OF FINANCIAl pOSITION
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Equity attributable to  
the equity holders of the parent company

(SEK thousand)    Note 8, 17
Share

capital
Paid-in
capital

Trans-
lation

reserve

Retained 
earnings incl

net income
for the year Total

Minority
interest

Total
equity

Balance as of 1 January 2007 1,000 800 104 135,608 137,512 – 137,512

Total comprehensive income for  
the year 2007 –313 104,434 104,121 –142 103,979

Group contribution, net of tax –66,766 –66,766 –66,766

Minority acquisition – 741 741

Effect of employee share  
option programmes –210 –210 –210

Balance as of 31 December 2007 1,000 800 –209 173,066 174,657 599 175,256

Total comprehensive income for  
the year 2008 4,279 48,563 52,842 10 52,852

Group contribution, net of tax –56,985 –56,985 –56,985

Minority acquisition – –54 –54

Effect of employee share  
option programmes 383 383 383

Balance as of 31 December 2008 1,000 800 4,070 165,027 170,897 555 171,452

Total comprehensive income for  
the year 2009 –1,659 79,554 77,895 918 78,813

Dividends to shareholders  
(sEK 75,000 per share) –150,000 –150,000 –150,000

Group contribution, net of tax –93,157 –93,157 –93,157

shareholders' contribution 594 594 594

Effect of employee share  
option programmes 509 509 509

Balance as of 31 December 2009 1,000 800 2,411 2,527 6,738 1,473 8,211

CONSOlIDATED STATEMENT OF CHANgES IN EQuITY
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(SEK thousand) Note 2009 2008 2007

Cash flow from operations

Net income for the year 80,496 48,563 104,292

Adjustments to reconcile net income/loss to  
net cash provided by operations 26 47,207 35,861 –1,265

Cash flow from operations 127,703 84,424 103,027

Changes in working capital

Increase (–)/decrease (+) inventories –3,887 –51,021 –2,722

Increase (–)/decrease (+) other current receivables 72,909 –18,069 –12,199

Increase (+)/decrease (–) accounts payable –39,635 92,301 10,706

Increase (+)/decrease (–) other current liabilities 61,848 3,348 6,591

Total change in working capital 91,235 26,559 2,376

Net cash flow from operations 218,938 110,983 105,403

Investment activities

Investment in tangible and intangible assets –3,226 –1,704 –8,368

Acquisitions of shares in subsidiaries and associated companies 4 –6,231 –198,714 –35,355

Disposal of non-current assets 3,861 178 –

Proceeds from sales of shares in subsidiaries and  
other companies 6 – – 69,664

Cash flow to investing activities –5,596 –200,240 25,941

Financing activities

Borrowings – –9,000 –

Change in other interest-bearing liabilities – –3,277 –

Group contribution paid out –79,146 –92,911 –39,230

Cash pool accounts, net –25,760 154,114 –150,129

Dividends –150,000 – –

Cash flow from/to financing activities –254,906 48,926 –189,359

Net change in cash and cash equivalents –41,564 –40,331 –58,015

Cash and cash equivalents at beginning of year 42,046 82,377 140,392

Translation differences in cash and cash equivalents 2,563 – –

Cash and cash equivalents at end of year 3,045 42,046 82,377

CONSOlIDATED STATEMENT OF CASH FlOW
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(SEK thousand) Note 2009 2008 2007

Administrative expenses –77 –141 –518

Operating result 9, 10, 24, 25, 27 –77 –141 –518

Dividends from group companies (TV-shop) 7 – – 23,500

Gain on sale of TV-shop Europe AB – – 44,136

Write-down of shares in subsidiaries 7 –15,748 – –

Interest revenue and other financial income 7 979 10,103 6,037

Interest expense and other financial costs 7 –5,156 –13,802 –1,836

Income before tax –20,002 –3,840 71,319

Current tax expenses 8 1,119 2,056 –1,157

Net income for the year –18,883 –1,784 70,162

(SEK thousand) Note 31 Dec. 2009 31 Dec. 2008 31 Dec. 2007

ASSETS

Non-current assets

Long-term financial assets

shares and participations in Group companies 11 301,490 253,513 51,766

Receivable from Group companies 28 – – 7,561

Total long-term financial assets 301,490 253,513 59,327

Total non-current assets 301,490 253,513 59,327

Current assets

Current receivables

Receivable from Group companies 130,660 86,488 88,866

Current interest-bearing receivables, MTG cash 
pool accounts 142 635 138,770

Tax receivables – 910 –

Other receivables 927 – 117

Total current receivables 131,729 88,033 227,753

Cash and cash equivalents

Cash and cash equivalents 15, 21 – – –

Total cash and cash equivalents – – –

Total current assets 131,729 88,033 227,753

Total assets 433,219 341,546 287,080

pArENT COMpANY INCOME STATEMENT

pArENT COMpANY BAlANCE SHEET
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(SEK thousand) Note 31 Dec. 2009 31 Dec. 2008 31 Dec. 2007

SHAREHOLDERS´ EQUITY AND LIABILITIES

Shareholders´equity 17

Restricted equity

share capital 1,000 1,000 1,000

Total restricted equity 1,000 1,000 1,000

Non-restricted equity

Premium reserve 800 800 800

Retained earnings 33,323 181,971 106,523

Net income for the year –18,883 –1,784 70,162

Total non-restricted equity 15,240 180,987 177,485

Total shareholders´ equity 16,240 181,987 178,485

Current liabilities

Interest-bearing liabilities

Interest-bearing liabilities, MTG cash pool accounts 230,049 63,559 –

Total current interest-bearing liabilities 230,049 63,559 –

Non-interest bearing liabilities

Accounts payable – 83 7

Liabilities to Group companies 60,505 16,746 15,497

Liabilities to MTG companies 126,400 79,146 92,911

Other liabilities – – 163

Accrued expense and prepaid income 19 25 25 17

Total current non-interest bearing liabilities 186,930 96,000 108,595

Total current liabilities 416,979 159,559 108,595

Total shareholders´ equity and liabilities 433,219 341,546 287,080

Memorandum items

Pledged assets None None None

Contingent liabilities 20 None None None

pArENT COMpANY BAlANCE SHEET
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Restricted equity Non-restricted equity

(SEK thousand) Note 17
Share 

capital
Premium  

reserve
Retained 
earnings Total

Balance as of 1 January 2007 1,000 800 109,496 111,296

Group contributions to other MTG   
companies, net of tax –2,973 –2,973

Total change in net assets recognised  
directly in equity –2,973 –2,973

Net income for the year 2007 70,162 70,162

Total change in net assets, excluding  
transactions with shareholders 67,189 67,189

Balance as of 31 December 2007 1,000 800 176,685 178,485

Group contributions to other MTG   
companies, net of tax 5,286 5,286

Total change in net assets recognised  
directly in equity 5,286 5,286

Net income for the year 2008 –1,784 –1,784

Total change in net assets, excluding  
transactions with shareholders 3,502 3,502

Balance as of 31 December 2008 1,000 800 180,187 181,987

Group contributions to other MTG   
companies, net of tax 3,136 3,136

Total change in net assets recognised  
directly in equity 3,136 3,136

Net income for the year 2009 –18,883 –18,883

Total change in net assets, excluding  
transactions with shareholders –15,747 –15,747

Dividends to shareholders (sEK 75,000 per share) –150,000 –150,000

Balance as of 31 December 2009 1,000 800 14,440 16,240

pArENT COMpANY STATEMENT OF CHANgES IN EQuITY
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(SEK thousand) 2009 2008 2007

Cash flow from operations

Net income for the year –18,883 –1,784 70,162

Adjustments to reconcile net income/loss  
to net cash provided by operations:

Gain from sale of shares in subsidiaries – – –44,136

Write-down of shares in subsidiaries 15,748 – –

Total adjustments to reconcile net income/loss  
to net cash provided by operations 15,748 0 –44,136

Cash flow from/to operations –3,135 –1,784 26,026

Changes in working capital

Increase (–)/decrease (+) short-term receivables –44,189 1,585 –45,097

Increase (+)/decrease (–) accounts payable –83 76 7

Increase (+)/decrease (–) other liabilities 91,013 –12,671 62,372

Total changes in working capital 46,741 –11,010 17,282

Net cash flow to operations 43,606 –12,794 43,308

Investment activities

Investment in shares in subsidiaries –63,725 –201,747 –23,987

Proceeds from sales of shares in subsidiaries  
and other companies – – 94,023

Cash flow to investing activities –63,725 –201,747 70,036

Financing activities

Receivables/liabilities from Group companies – 7,561 –7,561

Dividends to shareholders –150,000 – –

Change in cash pool accounts MTG 246,129 294,605 –63,579

Group contribution, paid out –76,010 –87,625 –42,204

Cash flow from financing activities 20,119 214,541 –113,344

Net change in cash and cash equivalents – – –

Cash and cash equivalents at beginning of year – – –

Cash and cash equivalents at end of year – – –

pArENT COMpANY CASH FlOW STATEMENT
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NOTES
CDON Group AB is a company domiciled in sweden. The 

Company’s registered office is located at Bergsgatan 20, 

P.O. Box 385, sE-201 23 Malmö, sweden. The consolidated 

financial statements of the Company for the year ended 31 

December 2009 comprise the Company and its subsidiaries. 

The Group’s annual report has been prepared for the first 

time in 2009. The accounting policies set out below have been 

applied consistently to all periods, unless otherwise stated 

below.

NOTE 1 ACCOuNTINg AND VAluATION prINCIplES

The consolidated financial statements have been prepared in 

accordance with the International Financial Reporting stand-

ards (IFRss) issued by the International Accounting standards 

Board (IAsB) and its interpretations provided by the Interna-

tional Financial Reporting Interpretations Committee (IFRIC) as 

endorsed by the European Commission. Recommendation RFR 

1.2 on supplementary Accounting Rules for Groups as issued 

by the swedish Financial Reporting Board has also been ap-

plied in the preparation of the report.

The consolidated accounts have been prepared based on 

the acquisition values except that the following assets and 

liabilities are stated at their fair value: derivative financial instru-

ments and financial instruments classified as available-for-sale. 

The changes in the value of available-for-sale instruments are 

reported in other comprehensive income until derecognised, 

with the exception of assets with a significant long-term 

decrease in value where the value change is reported in the 

income statement. 

Change in accounting principles and new accounting 

standards Standards and interpretations as issued  

by IASB.

The following Accounting standards and interpretations are 

applied from 1 January 2009:

Changes in IFRs 2 share-based payment – clarification 

relating to vesting and non-vesting conditions, and in respect of 

cancellation, and how conditions that are not vesting conditions 

shall be taken into account in the financial statements. One of 

the clarifications is that if an employee sells shares that were 

purchased with the intention of receiving shares or options in 

the future, the entire remaining cost should be recognised im-

mediately and not allocated over the remaining vesting period. 

MTG has issued two long-term incentive plans with both 

vesting and non-vesting conditions where personnel within the 

CDON Group participate. The change may affect the Group’s 

financial statements going forward, but has not had any mate-

rial effect on this annual report.

Changes in IFRs 7 Financial instruments: Disclosures – 

amendments to fair vale measurement disclosures and addi-

tional disclosure requirements regarding liquidity risks. Financial 

instruments recorded at fair value should be classified into a 

three level hierarchy depending on the quality of the source of 

data used derive at the fair value. The change may affect the 

disclosures regarding the Group’s financial instruments at fair 

value going forward.

IFRs 8 Operating segments – the reports should reflect the 

management segments. Defined segments coincide with the 

management approach.

IFRIC 13 Customer Loyalty Programmes – the interpretation 

will be applied if and when such a loyalty programme will be 

introduced.

IAs 1 Presentation of Financial statements – changes in the 

presentation of financial statements – Revenues and expenses 

previously recognised directly into equity are now recognised in 

other comprehensive income, which is disclosed in a separate 

statement “Consolidated statement of comprehensive income” 

directly after the consolidated income statement. The Company 

has chosen to use the new titles for the reports – statement 

of comprehensive income; statement of financial position; 

statement of changes in equity and statement of cash flows. 

The statements have been changed for all comparable periods 

throughout the annual report. The changes have not affected 

any amounts, neither earnings per share nor other items in the 

financial reports.

IAs 38 Intangible Assets – amendments clarify that expendi-

ture on advertising and promotional activities is recognised as 

an expense at the time that the benefit or goods or services 

become available to the entity.

The changes in accounting principles have not had any 

material affect on the Group’s income statement or financial po-

sition nor earnings per share, but will affect the disclosures and 

presentation of the financial reports, if and when applicable.

The following new and changed accounting standards 

and interpretations have an effect on the Group’s financial 

reports. They will be applied from 1 January 2010:

Revised IFRs 3 Business combinations and changed IAs 27 

Consolidated and separate Financial statements – the changes 

relate to the definition of operations, transaction costs for ac-

quisitions will be expensed, conditional considerations must be 

determined at fair value at the time of the acquisition and effects 

of revaluations of liabilities related to the conditional considera-

tions are recognised as a revenue or expense in the income 

statement or other comprehensive income. Further, additional 

acquisitions made after decisive influence is achieved are 

recognised as shareholder transactions and recorded directly in 

equity. There will be two alternative for the recognition of minor-

ity interests and goodwill. One alternative is to recognise the 

minority at fair value by including goodwill, another alternative 

is to include the minority interests in net assets. The choice of 

method is made for each acquisition separately.
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The following new and changed Accounting standards 

and interpretations are not judged to have an effect on the 

Group’s financial reports. They will be applied from 1 Janu-

ary 2010 or later:

IFRs 2 share-based payment – amendments relating to Group 

cash settled remuneration

IAs 24 Related party disclosures – amendments regarding the 

definition of related parties

IAs 32 Financial instruments: Presentation – amendments 

regarding the classification of new shares issues

IAs 39 Financial instruments: Recognition and Measurement 

– amendments relating to items which may be used for hedge 

accounting

IFRIC 16 Hedges of a Net Investment in a Foreign Operation 

– relate to hedging of net investments and where the hedging 

instrument can be held

IFRIC 17 Distribution of Non-cash Assets to Owners – liabilities 

for dividends are recognised at fair value at the date of decision 

with the corresponding decrease in retained earnings

Classification Non-current assets and liabilities comprise in all 

material aspects amounts expected to be recovered or paid 

after twelve months or more from the closing day. Current 

assets and liabilities comprise in all material aspects amounts 

expected to be recovered or paid within twelve months from the 

closing day.

Consolidated accounts The consolidated accounts include 

the parent company and all subsidiaries. All companies in which 

the Group holds or controls more than 50 per cent of the votes, 

or in which the Group through agreements exercises decisive 

influence, are consolidated as subsidiaries.

The consolidated accounts for the year were prepared 

based on the purchase method, as specified in the International 

Financial Reporting standards. By this method, the book value 

of the parent company’s shares in each subsidiary is netted 

against that subsidiary’s acquisition value, in other words, the 

subsidiary’s shareholders’ equity at the time of acquisition 

based on the fair value of that subsidiary’s net assets. Results 

for companies acquired during the year are included in the 

consolidated statement of comprehensive income only for the 

period during which they were controlled.

The Group’s shareholders’ equity includes only that part of 

each subsidiary’s equity added after acquisition. The difference 

between the acquisition value of shares in a subsidiary and 

identifiable assets, liabilities and contingent liabilities meas-

ured at fair values at the date of acquisition is recognised as 

goodwill. Any deficiency of the cost of acquisition below the fair 

values of identifiable net assets acquired is recognised in the 

income statement in the period of acquisition.

Additional investments for business combinations achieved 

in stages without change in control are accounted for as an 

equity transaction

Functional currency and reporting currency The functional 

currency of the parent company is the swedish krona (sEK). 

This is also the reporting currency for the Group and the parent 

company.

Financial statements of foreign operations The balance 

sheets of the Group’s foreign subsidiaries are translated into 

swedish krona (sEK). The translation is based on the exchange 

rates ruling at the balance sheet date, while the income state-

ments are translated using an average rate for the period. The 

resulting translation differences are charged in other compre-

hensive income.

Transactions eliminated on consolidation Intra-group bal-

ances and any unrealised gains and losses or revenues and 

expenses arising from intra-group transactions, are eliminated in 

preparing the consolidated financial statements.

Minority interest In subsidiaries not wholly owned, the share of 

equity owned by external shareholders is recorded as minor-

ity interest. For negative shareholders’ equity, a receivable is 

reported for the minority to the extent that minority owners are 

expected to contribute their share of the deficit through a bind-

ing commitment and have an ability to fulfil this. The minority 

interest is reported in total equity.

Revenue recognition Revenue is recognised at the time the 

service is performed. Accordingly, the Group reports revenue 

from:

•	 Sale	of	goods	in	accordance	with	the	terms	of	sales,	i.e.	

when the goods have been transferred to the shipping 

agent, less returns

•	 Sale	of	services	when	the	services	are	provided	

•	 Dividend	income	from	investments	when	the	shareholders’	

right to receive payment has been established. 

Receivables and liabilities denominated in foreign cur-

rencies The Group’s monetary receivables and liabilities that 

are denominated in foreign currencies are translated into local 

currency using exchange rates prevailing on the closing date. 

Realised and unrealised gains/losses on foreign exchange (ex-

change rate differences) are reported in the income statements. 

Exchange rate differences attributable to operating receivables 

and liabilities are reported in operating income, while differ-

ences attributable to financial assets or liabilities denominated in 

foreign currencies are reported under financial items. Exchange 

rate differences on financial loans, representing an expansion 

or reduction of the parent company’s net investment in the 

subsidiary, are reported in other comprehensive income.
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Non-current tangible and intangible assets Non-current 

assets are reported net after deductions for accumulated 

depreciation and amortisation according to plan. Depreciation 

and amortisation according to plan are normally calculated on 

a straight-line schedule based on the acquisition value of the 

asset and its estimated useful life. The non-current assets are 

classified in the following categories:

Capitalised expenditure 3–10 years

Patents and trademarks Trademarks being part of a purchase 

price allocation are normally judged 

to have indefinite lives, other rights 

and licenses are amortised over the 

estimated revenue period based on 

the terms of the license

Goodwill Impairment tests annually or if  

triggered by events

Machinery and  

equipment

3–5 years

Capitalised expenditure Expenditure on development 

activities, whereby new or substantially improved products 

and processes, is capitalised if the process is technically and 

commercially feasible and the Group has sufficient resources 

to complete development. The expenditure capitalised includes 

the direct costs and, when appropriate, cost of direct labour 

and an appropriate proportion of overheads. Other develop-

ment expenditure is recognised in the income statement as an 

expense as incurred. Capitalised expenditures are stated at 

cost less accumulated amortisation and impairment losses. The 

capitalised expenditure relate mainly to software and software 

platforms.

Goodwill Goodwill arising on consolidation represents the 

excess of the cost of acquisition over the Group’s interest in the 

fair value of the identifiable assets and liabilities of a subsidiary 

and any contingent liabilities.

Goodwill is recognised as an asset and reviewed for impair-

ment test at least annually. Any impairment is recognised imme-

diately in the income statement and cannot be reversed.

Goodwill arising from acquisitions of associated companies 

is included in the reported value of shares in associated com-

panies. Impairment tests are made on the total asset. Goodwill 

arising on acquisitions before the date of transition to IFRs, 1 

January 2004, was retained at the previous swedish GAAP 

amounts, subject to being tested for impairment at that date. 

This goodwill was written off in 2007 as a consequence of the 

sale of TV-shop.

Other intangible assets Other intangible assets, such as 

trademarks, are stated at cost less accumulated amortisation 

and impairment losses. Trademarks forming part of a purchase 

price allocation are normally judged to have indefinite useful 

lives. Trademarks arising at acquisitions are judged to have 

indefinite useful lives as trademarks are assets that by nature 

are  part of the company’s income generating assets as long as 

the company is a going concern.

Machinery and equipment Items of machinery and equip-

ment are stated at cost less accumulated depreciation and 

impairment losses. Where parts of an item of machinery and 

equipment have different useful lives, they are accounted for as 

separate items of machinery and equipment.

Impairment of tangible and intangible non-current assets 

The Group reviews the carrying amounts of its tangible and in-

tangible assets annually but not later than at the balance sheet 

date to determine whether there is any indication that those 

assets have suffered an impairment loss. If such indication ex-

ists, the recoverable amount of the asset is estimated in order 

to determine the extent of the impairment loss, if any. Where 

the asset does not generate cash flows that are independent 

from other assets, the Group estimates the recoverable amount 

of the cash-generating unit to which the asset belongs. An 

intangible asset with indefinite useful life is tested for impairment 

annually and whenever there is an indication that the asset may 

be impaired.

Recoverable amount is the higher of fair value less costs to 

sell and value in use. In assessing value in use, the estimated 

future cash flows are discounted to their present value using a 

pre-tax discount rate that reflects current market assessments 

of the time value of money and risks. If the recoverable amount 

of an asset or cash-generating unit is estimated to be less than 

its carrying amount, the carrying amount of the asset is reduced 

to its recoverable amount. Any impairment loss is recognised as 

an expense immediately.

Financial instruments Financial assets and liabilities include 

liquid funds, securities, derivative instruments, other financial 

receivables, accounts receivables, accounts payable, leasing 

undertakings and loan liabilities.

Recognition and derecognition in the statement of financial 

position Financial assets and liabilities are recognised in the 

statement of financial position when the Company becomes 

a party to the contractual provisions of the instrument. Trade 

receivables are recognised when the invoice is sent. A liability is 

recognised when the delivery of goods or services is made and 

there is a contractual obligation to pay, regardless whether the 

invoice has been received or not. Trade payables are recog-

nised when an invoice has been received.

Financial assets are derecognised in the statement of finan-

cial position when the contractual rights to cash flows from the 

asset expires, become due or when the Company loses control 

over the asses. Financial liabilities are derecognised when the 

obligations are fulfilled or extinguished in any other way.
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Financial instruments recorded at fair value should be clas-

sified into a three level hierarchy depending on the quality of the 

source of data used to derive at the fair value.

Loans and receivables Receivables are stated at accrued cost 

less impairment losses. The receivables are reviewed monthly to 

determine whether there is an indication of impairment. Doubt-

ful accounts receivable are reported with the amount at which, 

after a careful assessment, it is deemed likely to be paid.

Financial assets and liabilities at fair value through net 

income Derivatives at fair value that are not subject to hedge 

accounting are recognised as financial assets or liabilities and 

categorised as held for trading. The assets and liabilities are 

valued at fair value with the changes in value reported in the 

result of the year.

Other liabilities Loan liabilities are recognised initially at the 

amount received less attributable transaction costs. subse-

quent to initial recognition, interest-bearing borrowings are 

stated at amortised cost with any difference between cost and 

redemption value being recognised in the income statement 

over the period of the borrowings on an effective interest basis. 

Other liabilities are stated at accrued cost and include accounts 

payable, leasing undertakings and other liabilities.

Accounting for leases A financial lease is a contract that 

entails the lessee to a material extent enjoying all economic 

benefits and bearing all economic risks associated with the as-

set regardless of whether or not the lessee retains the legal right 

of ownership of the asset. For financial leases, the leasing asset 

is reported as a non-current asset and the obligation for future 

payments as a liability in the lessee’s statement of financial 

position. An operating lease is a lease that does not fulfil the 

conditions for a financial lease. For operating leases, the rental 

expense is reported in the lessee’s accounts distributed equally 

over the period during which the asset is used.

Inventories Inventories are valued at the acquisition cost or net 

realisable value, whichever is lower. Net realisable value is the 

estimated selling price in the ordinary course of business, less 

the estimated costs of completion and selling expenses. The 

cost of inventories is based on a weighed average basis, and 

includes expenditure incurred in acquiring the inventories and 

bringing them to their existing location and condition. Provisions 

for obsolescence are included in cost of goods sold.

Prepaid expenses Prepaid expenses are recognised as pre-

paid expenses as it is probable that the future economic benefit 

will flow to the Company and the value can be measured with 

reliability. The costs are allocated over the contract period. 

Corporate income tax Tax expenses reported includes actual 

swedish and foreign corporate income taxes and deferred tax 

arising from temporary differences between accounts for finan-

cial reporting and accounts for tax assessment, calculated us-

ing the liability method. such temporary differences are caused 

mainly by differences between taxable value and the reported 

value of assets and liabilities. A deferred tax asset is reported 

corresponding to the value of loss carry forwards if it is judged 

likely that they will be applied to taxable income in the foresee-

able future. Income for the year is charged with tax on taxable 

earnings for the year and with tax estimated for the change in 

temporary differences for the year as current tax and deferred 

tax expenses respectively in each Group company.

Provisions A provision is recognised in the statement of finan-

cial position when the Group has a present legal or constructive 

obligation as a result of a past event, and it is probable that an 

outflow of economic benefits will be required to settle the obli-

gation and the amount can be reliably calculated. If the effect is 

material, provisions are determined by discounting the expected 

future cash flows at a pre-tax rate that reflects current market 

assessments of the time value of money and, where appropri-

ate, the risks specific to the liability.

Pensions The major part of the pensions plans are defined-

contribution plans. The Group’s payments to defined con-

tribution plans are reported as costs in the period when the 

employee performed the services to which the fee relates. A de-

fined contribution plan is a post-employment benefit plan under 

which an entity pays fixed contributions into a separate entity 

and will have no legal or constructive obligation to pay further 

amounts. The defined-benefit pension plans are so called multi-

employer plans and recognised as defined-contribution plans in 

accordance with URA42.

Share-based payments Modern Times Group MTG AB has 

issued equity-settled share-based payments to certain employ-

ees within the CDON Group. Equity-settled share-based pay-

ments are measured at fair value at the date of grant. The fair 

value determined at the grant date of the equity-settled share-

based payments including social security costs are expensed 

on a straight-line basis over the vesting period, based on the 

Group’s estimate of shares that will eventually vest. The fair 

value expense is reported in the income statement as atsonnel 

costs with the corresponding increase in equity. The fair value 

is re-valued each quarter as a basis for the calculation of social 

security costs.

Fair value is measured by use of the Black & scholes’ 

model, taking into consideration the terms and conditions of the 

allotted financial instruments.

Parent company The parent company has prepared the An-

nual Report according to the swedish Annual Accounts Act and 

the swedish Financial Reporting Board recommendation RFR 

2.2 Accounting for Legal Entities. RFR 2.2 involves applica-

tion of all IFRss and interpretations endorsed by the European 
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Commission, except where the possibility to apply IFRs is 

restricted by the swedish Company Act and due to tax rules. 

IAs 27 Consolidated and separate Financial statements was 

applied from 1 January 2009. The amendments related to the 

treatment of dividends, where all dividends received should be 

recognised as revenue, as opposed to reducing the cost of 

the investment, which previously was the case with dividends 

related to post-acquisition retained earnings.

Group contributions The parent company reports Group con-

tributions in accordance with UFR 2. Group contributions are 

therefore reported according to their economic reality, namely 

having the purpose of minimising the Group’s tax. since they do 

not constitute consideration for fulfilment of services, they are 

taken directly to equity after deducting the tax component.

Shareholders’ contribution shareholders’ contribution paid is 

recognised as an increase in shares in subsidiaries. When the 

contribution is given to cover losses made, an impairment test 

is made. Impairment is recognised in the income statement.

NOTE 2 ACCOuNTINg ESTIMATES AND JuDgEMENTS

The preparation of financial statements in conformity with 

IFRss requires the Board of Directors and the management 

to make judgements, estimates and assumptions that affect 

the application of policies and reported amounts of assets and 

liabilities, income and expenses. The estimates and associated 

assumptions are based on historical experience and various 

other factors that are believed to be reasonable under the cir-

cumstances, the results of which form the basis of making the 

judgements about carrying values of assets and liabilities that 

are not readily apparent from other sources. Actual results may 

differ from these estimates.

The estimates and underlying assumptions are reviewed 

on an ongoing basis. Revisions to accounting estimates are 

recognised in the period in which the estimate is revised if the 

revision affects only that period or in the period of the revi-

sion and future periods if the revision affects both current and 

future periods. The development, selection and disclosure of 

the Group’s critical accounting policies and estimates and the 

application of these policies and estimates are reviewed by the 

MTG Audit Committee.

Key sources of estimation uncertainty Note 4 and 9 contain 

information of the assumptions and the risk factors relating to 

goodwill impairment. In note 18, the basis for provisions made 

and litigations are described.

Goodwill and other intangible assets Intangible assets, 

except goodwill and intangible assets with indefinite useful lives, 

are amortised and depreciated over their useful lives. Useful 

lives are based on management’s estimates of the period that 

the assets will generate revenue.

The Group reviews annually, or at the balance sheet date at 

the latest, the carrying amounts to determine whether there is 

any indication that the assets have suffered an impairment loss. 

If such indication exists, the recoverable amount of the asset 

is estimated in order to determine the extent of the impairment 

loss, if any. The recoverable amount is estimated by manage-

ment through calculated future cash flows. Although man-

agement believes that the estimates of future cash flows are 

reasonable, different assumptions regarding such cash flows 

could materially affect the valuations.

Goodwill is subject to impairment tests yearly or when 

triggered by events. The impairment review requires manage-

ment to determine the fair value of the cash generating units 

on the basis of cash flow projections and internal forecasts and 

business plans. For further information, see note 9 Intangible 

assets.

Obsolescence assessments inventory The Group reviews the 

inventory monthly to determine whether there is an indication of 

impairment. A write-down is reported in cost of goods sold with 

the amount at which, after a careful assessment, inventory is 

judged to be obsolete. If actual obsolescence differs from these 

estimates or management adjusts these estimates in future, 

changes in the valuation may materially impact the income for 

the period as well as the financial position.

Provisions and contingent liabilities Liabilities are recognised 

when a present obligation exist as a result of a past event, it is 

probable that economic benefits will be transferred, and reliable 

estimates can be made of the amount of this obligation. In such 

a case, a provision is calculated and recognised in the state-

ment of financial position. A contingent liability will be disclosed 

when a possible obligation has arisen, but its existence has to 

be confirmed by future events outside the Group’s control, or 

when it is not possible to calculate the amount. Realisation of 

any contingent liabilities not currently recognised or disclosed 

could have a material impact on the Group’s financial position.

The Group regularly reviews significant outstanding litigations 

in order to assess the need for provisions. Among the factors 

considered, are the nature of the litigation, claims, legal proc-

esses and potential level of damages, the opinions and views 

of the legal counsellors, and the management’s intentions to 

respond to the litigations or claims. To the extent the estimates 

and judgements do not reflect the actual outcome; this could 

materially affect the income for the period and the financial posi-

tion. For further information, see note 18 Provisions.

Deferred tax Deferred taxes are recognised for temporary differ-

ences as well as for unutilised tax loss carry-forwards. A deferred 

tax asset is calculated as a tax value of the loss carry-forward in 

all countries where it is judged likely that the Group will be able to 

apply its losses carry-forward to a taxable surplus. As a conse-
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quence, deferred tax asset is not reported in some countries. If 

actual results differ from these estimates or management adjusts 

these estimates in future, changes in the valuation may materially 

impact the income for the period as well as the financial position. 

For further information, see note 8 Taxes.

Critical accounting judgments and choices in applying the 

Group’s accounting policies Certain critical accounting judge-

ments and choices made in applying the Group’s accounting 

policies are described below:

Returned goods reservations The Group make reservations 

for potential returns of goods based on actual outcomes on 

a yearly basis. As a consequence, if actual results differ from 

these estimates or management adjusts these estimates in 

the future, changes in the valuation may materially impact the 

income for the period as well as the financial position. 

NOTE 3 BuSINESS SEgMENTS

The business is primarily divided into three business segments. 

Entertainment comprise CDON.COM and BookPlus.fi, which  �

are internet retailers for CDs, DVDs, and books. Lekmer.com, 

an internet retailer for toys, will be included from 2010.

sports & Health are internet retailers for food supplements  �

and comprise Gymgrossisten.com, Bodystore.com and 

Fitnesstukku.fi.

Fashion is an internet retailer for womens and children’s  �

clothing, and comprise Nelly.com and Linuslotta.com.

External Sales Operating income

(SEK thousand) 2009 2008 2007 2009 2008 2007

Entertainment 1,332,828 1,062,210 902,852 92,719 86,736 81,604

sports & Health 210,709 144,928 – 26,200 15,659 –

Fashion 202,625 78,890 7,070 7,011 –19,203 –1,208

Parent company and other companies – – – –791 –551 –1,301

Total 1,746,162 1,286,028 909,922 125,139 82,641 79,095

There are companies within the Entertainment segment that provide the other segments with goods and certain services. such sales 

are made at market price.

Internal sales

(SEK thousand) 2009 2008 2007

Entertainment 3,865 227 2,041

sports & Health – – –

Fashion – – –

Parent company and other companies – – –

Total internal sales 3,865 227 2,041

The business segments are responsible for the management of the operational assets and their performance is measured at the same 

level. Financing is managed centrally at MTG. Consequently, liquid funds, interest-bearing receivables and liabilities are not allocated 

to the business segments.

Assets  Liabilities

(SEK thousand) 2009 2008 2007 2009 2008 2007

Entertainment 170,729 251,037 200,547 368,899 359,848 276,238

sports & Health 281,737 249,295 – 73,188 36,081 –

Fashion 75,167 53,050 40,317 36,144 19,627 13,622

Parent company and other companies 131,612 87,398 88,983 188,152 97,020 109,588

Total 659,245 640,780 329,847 666,383 512,576 399,448

Eliminations –191,816 –104,274 –104,579 –191,816 –104,274 –104,579

Unallocated assets/liabilities 273,729 145,420 259,736 258,380 102,172 14,879

Total 741,158 681,926 485,004 732,947 510,474 309,748
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Capital expenditure Depreciation and amortisation

(SEK thousand) 2009 2008 2007 2009 2008 2007

Entertainment 2,898 1,099 7,899 2,516 1,120 724

sports & Health 47 509 – 3,425 3,393 –

Fashion 281 96 469 201 372 91

Parent company and other companies – – – – – –

Total 3,226 1,704 8,368 6,142 4,885 815

The Group’s business segments operate mainly in the Nordic countries. Net sales and assets are shown below by geographical area. 

sales are shown per country from which the revenues are derived.

Net sales Non-current assets

(SEK thousand) 2009 2008 2007 2009 2008 2007

sweden 900,979 670,566 453,734 231,189 234,634 33,063

Norway 403,373 289,715 240,519 – – –

Finland 276,938 204,454 109,703 23,325 21,663 14,608

Denmark 159,733 118,314 103,124 – – –

Rest of Europe 5,139 2,979 2,842 – – –

Total 1,746,162 1,286,028 909,922 254,514 256,297 47,671

NOTE 4 OpErATIONS ACQuIrED

Acquisitions 2009

The Group has acquired additional shares from minority holders during the year. Part of the minority, 0.5 per cent of the capital and 

voting rights in NLY scandinavia AB was acquired and additional purchase prices were paid for Helsingin Dataclub OY.  These acqui-

sitions are reported within the Fashion and Entertainment segment respectively.

Summary of acquisitions

2009

Group 
(SEK thousand)

Net cash 
outflow

Net identifiable 
assets and 

liabilities Goodwill

Additional acquisition minority NLY scandinavia AB 3,225 – 3,225

Additional consideration from previous years, paid out Helsingin Dataclub OY 3,006 – 3,006

Total 6,231 – 6,231

Acquisitions 2008

The Group’s major acquisitions during 2008 was Gymgrossisten, sweden. The detailed purchase price allocations are found below.

Additional purchase prices were paid for NLY scandinavia AB and Helsingin Dataclub OY during 2008 in accordance with the 

acquisition agreements. These acquisitions are reported within the Fashion and Entertainment segment respectively.

Summary of acquisitions

2008

Group 
(SEK thousand)

Net cash 
outflow

Net identifiable 
assets and 

liabilities Goodwill

Gymgrossisten 191,506 68,211 130,215

Additional acquisition minority NLY scandinavia AB 3,321 – 3,321

Additional consideration from previous years, paid out Helsingin Dataclub OY 3,887 – 3,887

Total 198,714 68,211 137,423
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Gymgrossisten

The Group declared an unconditional offer for Gymgrossisten Nordic AB on 23 January 2008. Gymgrossisten is a leading online 

supplier of food supplements. MTG controlled 99.42 per cent of the shares on 8 February 2008 and initiated a mandatory tender for 

the remaining issued and outstanding shares. As at 24 November, MTG was in control of 100 per cent of the shares. The result is 

reported within the sports & Health segment with effect from 1 February 2008. The total consideration was sEK 198 milion including 

transaction costs of sEK 2 million.The acquisition gave rise to separately identified immaterial rights of sEK 60 million and goodwill of 

sEK 130 million.

The goodwill in 2008 comprise of strategic benefits, market position and synergy effects.

Net assets acquired  
(SEK thousand)

Book  
value

Fair value 
adjustment

Recognised 
values

Property, plant and equipment 5,207 5,207

Intangible assets 9,041 60,400 69,441

Inventories 26,192 26,192

Trade and other receivables 7,332 7,332

Cash and cash equivalents 6,920 6,920

Deferred tax liabilities –1,126 –16,912 –18,038

Trade and other payables –28,843 –28,843

Net identifiable assets and liabilities 24,723 43,488 68,211

Goodwill on acquisition 130,215

Total consideration 198,426

Liquid funds in acquired companies –6,920

Net cash outflow 191,506

Contributions during 2008 from the acquired companies by segment:      

From the acquisition date  
(SEK thousand) Sports & Health

Net sales 144,928

Operating income 15,659

Net income 6,975

If the acquisition had occurred on 1 January 
(SEK thousand) Sports & Health

Net sales 157,438

Operating income 19,620

Net income 10,153

Acquisitions 2007

Acquisitions during the year comprise 89 per cent of NLY scandinavia AB, an online fashion retailer, 100 per cent of Helsingin 

Dataclub Oy, the Finnish online book retailer, and 90.1 per cent of Linus & Lotta Postorder AB, the swedish online childrens’ clothes 

retailer, for a total cash consideration of appr sEK 47 million. NLY scandinavia AB and Linus & Lotta Postorder AB are reported within 

the Fashion segment, Helsingin Dataclub OY in the Entertainment segment.
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Summary of acquisitions

2007

Group 
(SEK thousand)

Net cash 
outflow

Net identifiable 
assets and 

liabilities Goodwill

NLY scandinavia AB 8,139 –388 14,970

Helsingin Dataclub OY 12,695 8,687 14,419

Linus & Lotta Postorder AB 14,521 7,261 9,158

Total 35,355 15,560 38,547

NLY Scandinavia AB

Net assets acquired  
(SEK thousand)

Book  
value

Fair value 
adjustment

Recognised 
values

Property, plant and equipment 365 365

Inventories 2,052 2,052

Trade and other receivables 627 627

Cash and cash equivalents 36 36

Deferred tax receivables 792 792

Trade and other payables –4,260 –4,260

Net identifiable assets and liabilities –388 – –388

Goodwill on acquisition 14,970

Minority 43

Total consideration 14,625

Optional acquisitions –6,450

Liquid funds in acquired companies –36

Net cash outflow 8,139

Helsingin Dataclub OY

Net assets acquired  
(SEK million)

Book  
value

Fair value 
adjustment

Recognised 
values

Property, plant and equipment 189 189

Inventories 1,886 1,886

Trade and other receivables 2,217 2,217

Cash and cash equivalents 10,411 10,411

Trade and other payables –6,016 –6,016

Net identifiable assets and liabilities 8,687 – 8,687

Goodwill on acquisition 14,419

Total consideration 23,106

Liquid funds in acquired companies –10,411

Net cash outflow 12,695
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Linus & Lotta Postorder AB

Net assets acquired  
(SEK thousand)

Book  
value

Fair value 
adjustment

Recognised 
values

Property, plant and equipment 21 21

Inventories 6,012 6,012

Trade and other receivables 4,174 4,174

Cash and cash equivalents 1,139 1,139

Trade and other payables –4,085 –4,085

Net identifiable assets and liabilities 7,261 – 7,261

Goodwill on acquisition 9,158

Minority interest –759

Total consideration 15,660

Liquid funds in acquired companies –1,139

Net cash outflow 14,521

Contributions during 2007 from the acquired companies by segment:

From the acquisition date (SEK thousand) Entertainment Fashion

Net sales – 7,070

Operating income – –1,208

Net income – –1,287

Acquisitions after the balance sheet date

Contracted future additional considerations of sEK 1,106 thousand has been paid out in the first quarter of 2010. The consideration 

is related to Helsingin Dataclub OY.

NOTE 5 OTHEr OpErATINg INCOME AND EXpENSES

Group (SEK thousand) 2009 2008 2007

Other operating income

Gain from sale on non-current assets 2,148 – –

Gain from exchange rate differences 59 271 340

Total 2,207 271 340

Other operating expenses

Loss from exchange rate differences –1,401 – –

Total –1,401 – –

NOTE 6 DISCONTINuED OpErATIONS

The Group sold the TV-shop segment in June 2007. The consideration was sEK 94,023 thousand. Net income before tax was sEK 

290 thousand. Tax expenses was 1,846 thousand, and net loss for the year sEK -1,556 thousand.
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Net income from discontinued operations      

Group (SEK thousand) 2007

sales 168,692

Expenses –168,402

Net income before tax 290

Tax –1,846

Net loss –1,556

Dividend  to parent company 23,500

Gain from sales of discontinued operations 18,888

Total gain from discontinued operations 40,832

Earnings per share from discontinued operations (sEK) 20,416,00

Cash flow from discontinued operations      

Group (SEK thousand) 2007

Cash flow from operations 22,022

Cash flow from investing activities –

Cash flow from financial activities –981

Cash flow from discontinued operations 21,041

Group Effect on assets and liabilities 2007

Non-current assets 10,520

Inventories 46,342

Trade receivables 20,847

Other receivables 32,320

Cash, bank 24,359

Long-term liabilities 960

Accounts payables 56,969

Divested assets and liabilities, net 76,459

Consideration 94,023

Cash in sold entitites –24,359

Cash flow effect 69,664

NOTE 7 FINANCIAl ITEMS

(SEK thousand) 2009 2008 2007

Group

Interest revenue MTG cash pool accounts 738 4,381 6,131

Net exchange rate differences – – 6,499

Total 738 4,381 12,630

Interest expense MTG cash pool accounts –8,287 –12,158 –1,084

Net exchange rate differences –4,195 –263 –

Other financial items –64 –86 –3

Total –12,546 –12,507 –1,087

Net financial items –11,808 –8,126 11,543
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(SEK thousand) 2009 2008 2007

Parent Company

Dividends from subsidiaries (TV-shop) – – 23,500

Total – – 23,500

Write-down of shares in subsidiaries –15,748 – –

Total –15,748 – –

Interest revenue from MTG cash pool accounts 30 1,943 2,377

Interest revenue from subsidiaries CDON Group 944 8,096 3,648

Exchange rate differences 5 – 12

Other financial revenues – 64 –

Total 979 10,103 6,037

Interest expense to MTG cash pool accounts –5,051 –11,820 –889

Interest expense to subsidiaries CDON Group –105 –1,981 –947

Exchange rate differences – –1 –

Total –5,156 –13,802 –1,836

Net financial items –19,925 –3,699 4,201

The Group does not hedge its transaction exposure

NOTE 8 TAXES

Group

Distribution of tax expense (SEK thousand) 2009 2008 2007

Current tax

Current tax expense –35,118 –25,587 –26,015

Adjustment for prior years 8 – –1,163

Total –35,110 –25,587 –27,178

Deferred tax

Temporary differences 2,275 –365 –

Total 2,275 –365 –

Total income tax expense in income statement –32,835 –25,952 –27,178

Reconciliation of tax expense (SEK thousand) 2009 % 2008 % 2007 %

Tax/Tax rate in sweden –29,634 –26.3 –20,864 –28.0 –36,812 –28.0

Non-taxable income – – 657 0.9 11,538 8.8

Foreign tax rate differential –25 0.0 –30 0.0 – –

Effect of losses carry-forward not previously 
recognised – – 981 1.3 – –

Non-deductible expenses –1,043 –0.9 –424 –0.6 –345 –0.3

Losses where no deferred tax was recognised –3,458 –3.1 –6,348 –8.5 –396 –0.3

Revalued tax losses carry-forward 1,611 1.4 – – – –

Under/over provided in prior years –286 –0.3 77 0.1 –1,163 –0.9

Effective tax/tax rate –32,835 –29.1 –25,951 –34.8 –27,178 –20.7

cont. note 7
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(SEK thousand)
31 Dec. 

2009
31 Dec. 

2008
31 Dec. 

2007

Deferred tax asset

Tax value of losses carry-forward recognised – 1,364 –

Total – 1,364 –

Deferred tax liabilities

Trademarks 8,596 9,152 –

Equipment 664 2,516 450

Capitalised expenditure 4,264 4,539 –

Other intangible assets 1,528 2,483 –

Total 15,051 18,690 450

Deferred tax net –15,051 –17,326 –450

The movements in temporary differences net are explained below:

2009

(SEK thousand)

Opening 
balance  

1 January 

Deferred  
tax  

expense
Acquisition

of subsidiary

Other com-
prehensive 

income
Translation
differences

Closing
balance 31  
December

Tax losses carryforward 1,364 –1,364 0

Temporary differences in:

Equipment –2,516 1,852 –664

Intangible assets –16,174 1,787 –14,387

Total –17,326 2,275 –15,051

2008

(SEK thousand)

Opening 
balance  

1 January 

Deferred  
tax  

expense
Acquisition

of subsidiary

Other com-
prehensive 

income
Translation
differences

Closing
balance 31  
December

Tax losses carryforward – 1,364 1,364

Temporary differences in:

Equipment –450 –1,103 –963 –2,516

Intangible assets – 738 –16,912 –16,174

Total –450 –365 –16,511 –17,326

2007

(SEK thousand)

Opening 
balance  

1 January 

Deferred  
tax  

expense
Acquisition

of subsidiary

Other com-
prehensive 

income
Translation
differences

Closing
balance 31  
December

Tax losses carryforward –

Temporary differences in:

Equipment –450 –450

Total –450 –450

The Group had no recognised losses carry-forward without expiration date as at 31 December 2009, as compared to sEK -5 million 

in 2008. Deferred tax receivables for 2009, 2008 and 2007 include the tax value of the losses carry-forward in all countries where it is 

judged likely that the Group will be able to apply its losses carry-forward to a taxable surplus. As a consequence, deferred tax assets 

are not recognised in some countries.
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Unrecognised tax losses carry-forward by expiry date  
(SEK thousand) 2009 2008 2007

No expiry date 23,364 19,184 –

Total 23,364 19,184 –

Parent company

Distribution of tax expenses (SEK thousand) 2009 2008 2007

Current tax relating to Group contributions 1,119 2,056 –1,157

Total tax 1,119 2,056 –1,157

Reconciliation of tax expense (SEK thousand) 2009 % 2008 % 2007 %

Tax/tax rate in sweden 5,261 –26.3 1,075 –28.0 –19,969 –28.0

Non-deductible expenses –4,142 20.7 – – –126 –0.2

Non-taxable income – – – – 18,938 26.6

Effect of losses carry-forward not previously 
recognised – – 981 –25.5 – –

Effective tax/tax rate 1,119 –5.6 2,056 –53.5 –1,157 –1.6

NOTE 9 INTANgIBlE ASSETS

Group

(SEK thousand)
Capitalised 

expenditure
Patents and
trademarks Goodwill

Accumulated acquisition costs

Opening balance 1 January 2007 452 – –

Investments during the year 7,463

Acquisitions through business combinations 38,222

Translation differences 325

Closing balance 31 December 2007 7,915 – 38,547

Opening balance 1 January 2008 7,915 – 38,547

Investments during the year 1,099 320

Acquisitions through business combinations 16,212 44,188 143,487

Translation differences 2,861

Closing balance 31 December 2008 25,226 44,508 184,895

Opening balance 1 January 2009 25,226 44,508 184,895

Investments during the year 1,564

Acquisitions through business combinations 0 6,264

Translation differences –1,294

Closing balance 31 December 2009 26,790 44,508 189,865

Accumulated amortisation and impairment losses

Opening balance 1 January 2007 –188 – –

Amortisation during the year –73

Closing balance 31 December 2007 –261 – –

Opening balance 1 January 2008 –261 – –

Amortisation during the year –736 –2,695

Closing balance 31 December 2008 –997 –2,695 –
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Group

(SEK thousand)
Capitalised 

expenditure
Patents and
trademarks Goodwill

Opening balance 1 January 2009 –997 –2,695 –

Amortisation during the year –1,970 –2,940 –

Closing balance 31 December 2009 –2,967 –5,635 –

Book value carried forward

As at 1 January 2007 264 – –

As at 31 December 2007 7,654 – 38,547

As at 1 January 2008 7,654 – 38,547

As at 31 December 2008 24,229 41,813 184,895

As at 1 January 2009 24,229 41,813 184,895

As at 31 December 2009 23,823 38,873 189,865

Only external expenditure have been capitalised. The identified intangible assets comprise trademarks of indefinite useful lives of sEK 

32,684 thousand. The remaining part, sEK 11,504 thousand, refer to customer relations with a lifetime of four years.

Amortisation by function (SEK thousand) 2009 2008 2007

Cost of goods and services –3,018 –2,636 –

Administrative expenses –1,892 –795 –73

Total –4,910 –3,431 –73

Impairment tests for cash-generating units containing goodwill

Major cash generating units with significant carrying amounts of goodwill are:

(SEK thousand) 2009 2008 2007

sports & Health 139,256 139,256 –

Entertainment 23,325 21,510 14,419

Fashion 27,284 24,129 24,128

Total 189,865 184,895 38,547

The changes in goodwill are due to additional purchases, and, to a minor extent, to translation differences.

Impairment testing
Impairment testing of the goodwill and other intangible assets with indefinite lives for cash-generating units in the business areas are 
based on calculations of the recoverable amount, and by use of a discounted cash flow model. The model involves among other fac-
tors terminal values, market growth rates, and working capital requirements. These cash flow projections calculated over a five year 
period are based on actual operating results, forecasts and financial projections, using historical trends, general market conditions, 
industry trends and other available information.

The cash flow projections are based on a sustainable growth rate which is individually estimated based on each unit’s outlook. 
Individual assumptions are also made on cost and capital turnover development. The cash flow is discounted for each unit using an 
appropriate discount rate considering the cost of capital and risk with individual consideration taken only in special circumstances. 
CDON Group’s competitors, with few or no exceptions, do not publish this kind of information, and therefore the Company has 
chosen to diverge from the rules in the standard regarding the disclosure requirements relating to goodwill and impairment tests. This 
question will be reviewed again before the 2010 annual report.

 
Sensitivity
The units, which do not indicate an impairment requirement, generally have such a margin that reasonably possible adverse changes 
in individual parameters would not cause the value in use to fall below the book value. However, cash flow projections are more un-

certain and may also be influenced by factors not in control by the Company.
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NOTE 10 TANgIBlE ASSETS

Group

(SEK thousand) Equipment, tools Buildings

Accumulated acquisition costs

Opening balance 1 January 2007 2,377 –

Investments during the year 905

Divestment during the year –9

Change in Group structure, reclassifications etc 123

Closing balance 31 December 2007 3,396 –

Opening balance 1 January 2008 3,396

Investments during the year 285

Acquisitions through business combinations 1,046 4,160

Divestment during the year –591

Change in Group structure, reclassifications etc –109

Translation differences 55

Closing balance 31 December 2008 4,082 4,160

Opening balance 1 January 2009 4,082 4,160

Investments during the year 1,662

Divestment during the year –4,160

Change in Group structure, reclassifications etc 125

Translation differences –13

Closing balance 31 December 2009 5,856 –

Accumulated depreciation

Opening balance 1 January 2007 –1,089 –

Depreciation during the year –742

Change in Group structure, reclassifications etc –95

Closing balance 31 December 2007 –1,926 –

Opening balance 1 January 2008 –1,926

Divestment during the year 413

Depreciation during the year –1,275 –179

Change in Group structure, reclassifications etc 109

Translation differences –24

Closing balance 31 December 2008 –2,703 –179

Opening balance 1 January 2009 –2,703 –179

Divestment during the year 299

Depreciation during the year –1,006 –120

Impairment losses during the year –106

Change in Group structure, reclassifications etc –96

Translation differences 8

Closing balance 31 December 2009 –3,903 –
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Group

(SEK thousand) Equipment, tools Buildings

Book values carried forwards

As at 1 January 2007 1,288 –

As at 31 December 2007 1,470 –

As at 1 January 2008 1,470 –

As at 31 December 2008 1,379 3,981

As at 1 January 2009 1,379 3,981

As at 31 December 2009 1,953 –

Depreciation by function (SEK thousand) 2009 2008 2007

Cost of goods and services –485 – –

Administrative expenses –642 –1,454 –742

Total –1,127 –1,454 –742

Impairment losses by function (SEK thousand) 2009 2008 2007

Administrative expenses –106 – –

Total –106 – –

NOTE 11 lONg-TErM FINANCIAl ASSETS

Shares in subsidiaries  
(Parent company) 
(SEK thousand) Co. Reg.no.

Registered 
office

Number 
of shares

Share
capital (%)

Voting
rights (%)

Book
value 

CDON AB 556406–1702 stockholm 1,000 100 100 27,779

MTG Publiken AB 556533–8372 stockholm 1,666 100 100 0

Linus & Lotta Postorder AB 556078–3135 stockholm 9,000 90 90 –

Gymgrossisten Nordic AB 556690–6987 stockholm 5,910,000 100 100 198,426

Gymgrossisten sverige AB 556564–4258 stockholm 1,000 100 100 60,500

NLY scandinavia AB 556653–8822 stockholm 172,100 90 90 14,785

Total 301,490

Shares in subsidiaries (Group)
(SEK thousand) Co. Reg.no.

Registered 
office

Number 
of shares

Voting
rights (%)

Book
value 

CDON AB 556406–1702 stockholm 1,000 100 100

  Helsingin Dataclub OY Finland 40 100 100

  CDON Alandia AB Finland 100 100 100

Linus & Lotta Postorder AB 556078–3135 stockholm 9,000 90 90

  Linus och Lotta As Norway 90 90

Gymgrossisten Nordic AB 556690–6987 stockholm 5,910,000 100 100

Gymgrossisten Sverige AB 556564–4258 stockholm 1,000 100 100

NLY Scandinavia AB 556653–8822 stockholm 172,100 90 90

MTG Publiken AB 556533–8372 stockholm 1,666 100 100

Shares and participation in Group companies, Parent company (SEK thousand) 2009 2008 2007

Accumulated acquisition values

Opening balance 1 January 253,513 51,766 77,664

Write down of shares in subsidiaries –15,748 – –

Acquisition of subsidiaries 63,725 201,747 23,987

sale of subsidiaries – – –49,885

Closing balance 31 December 301,490 253,513 51,766
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NOTE 12 NATurE OF EXpENSES

(SEK thousand) 2009 2008 2007

Net sales 1,746,162 1,286,028 909,922

Cost of goods sold –1,160,151 –850,588 –616,649

Distribution costs –215,176 –168,358 –120,194

Employee benefits expense –97,767 –77,066 –36,470

Depreciation and amortisation expense –6,142 –4,855 –815

Other expenses –141,787 –102,520 –56,699

Operating Income 125,139 82,641 79,095

NOTE 13 ACCOuNTS rECEIVABlE

Group (SEK thousand) 31 Dec 2009 31 Dec 2008 31 Dec 07

Accounts receivable

Gross accounts receivable 22,042 83,058 58,224

Less allowances for doubtful accounts –2,991 –3,751 –2,229

Total 19,051 79,307 55,995

Allowance for doubtful accounts

Opening balance 1 January 3,751 2,229 896

Provision for potential losses 4,590 5,388 4,664

Actual losses –5,042 –3,866 –3,331

Translation differences –308 – –

Closing balance 31 December 2,991 3,751 2,229

Receivables due without provisions for bad debt

<30 days 1,413 35,337 19,063

30-90 days 237 15,476 454

> 90 days – 1,470 85

Total 1,650 52,283 19,602

Receivables due with provisions for bad debt

> 90 days 2,991 3,751 2,229

Total 2,991 3,751 2,229

In 2009, the Group entered into a factoring agreement in sweden.

NOTE 14 prEpAID EXpENSE AND ACCruED INCOME

Group (SEK thousand) 31 Dec 2009 31 Dec 2008 31 Dec 07

Prepaid media costs 596 362 –

Prepaid costs for goods 8,629 3,076 3,043

Prepaid distribution costs – 78 62

Other 1,040 4,121 1,907

Total 10,265 7,637 5,012
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NOTE 15 CASH AND CASH EQuIVAlENTS

Group (SEK thousand) 31 Dec 2009 31 Dec 2008 31 Dec 07

Bank balances 3,045 42,046 82,377

Total 3,045 42,046 82,377

Parent company (SEK thousand) 31 Dec 2009 31 Dec 2008 31 Dec 07

Bank balances – – –

Total – – –

NOTE 16 EArNINgS pEr SHArE

(SEK thousand) 2009 2008 2007

Earnings per share before dilution

Net income for the year attributable to equity holders of the parent company 79,554 48,563 104,434

shares outstanding on 1 January 2,000 2,000 2,000

Weighted average number of shares before dilution 2,000 2,000 2,000

Basic earnings per share, SEK 39,777.00 24,281.50 52,217.00

There are no dilutive instruments in CDON Group AB.

NOTE 17 SHArEHOlDErS’ EQuITY

Shares issued (SEK thousand) Number of shares paid Quota value

shares issued 2,000 500

Total number of shares issued/total quota value as at December 31 2009 2,000 500

The holder of a share is entitled to 1 vote.

Total

31 December 1936 2,000

Shares issued 31 December 2009 2,000

Parent company (SEK thousand) 2009 2008 2007

Group contributions paid out to the parent company (Modern Times Group MTG AB) 126,400 79,146 92,911

Paid-in capital/Premium reserve

The paid-in capital arises when shares are issued at a premium, i.e. shares were paid at a higher price than the quotient value. 

Translation reserve in equity 

Translation reserve comprises all foreign exchange differences arising from the translation of the financial statements of foreign opera-

tions to swedish krona in the consolidated accounts.     

Group (SEK thousand) 2009 2008 2007

Opening balance, 1 January 4,070 –209 104

This year's translation differences, net of tax –1,659 4,279 –313

Total accumulated translation differences, 31 December 2,411 4,070 –209

Retained earnings

Retained earnings comprise of previously earned income.
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Minority interest

In subsidiaries not wholly owned, the share of equity owned by external shareholders is recorded as minority interest. If the share-

holders’ equity is negative, a receivable is reported for the minority to the extent that minority owners are expected to contribute their 

share.

NOTE 18 prOVISIONS

Group (SEK thousand) Total

Opening balance, 1 January 2007 210

Provisions during the year 4,008

Closing balance, 31 December 2007 4,218

Opening balance, 1 January 2008 4,218

Provisions during the year 27

Utilised during the year –3,225

Closing balance, 31 December 2008 1,020

Opening balance, 1 January 2009 1,020

Provisions during the year 197

Closing balance, 31 December 2009 1,217

Included in non-current liabilities 31 December 2007 4,218

Included in non-current liabilities 31 December 2008 1,020

Included in non-current liabilities 31 December 2009 1,217

The provisions mainly comprise accrued social expenses on share-based payments.

NOTE 19 ACCruED EXpENSE AND prEpAID INCOME 

Group (SEK thousand) 31 Dec. 2009 31 Dec. 2008 31 Dec. 2007

Accrued personnel costs 12,912 8,950 3,076

Accrued freight costs 13,766 12,339 –

Accrued cost of returns 2,113 476 702

Accrued media costs 10,220 5,450 4,539

Accrued distribution costs 15,155 5,332 10,696

Accrued costs of goods sold 24,831 5,679 2,389

Prepaid income 2,444 487 818

Other 13,666 4,589 4,776

Total 95,107 43,302 26,996

Parent company (SEK thousand) 31 Dec. 2009 31 Dec. 2008 31 Dec. 2007

Accrued audit costs 25 25 –

Other – – 17

Total 25 25 17
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NOTE 20 CONTINgENT lIABIlITIES

Group (SEK thousand) 31 Dec. 2009 31 Dec. 2008 31 Dec. 2007

Guarantees external parties – – –

Total – – –

The CDON Group companies are parties to non-material litigation. The  Company does not believe that liabilities related to these mat-

ters are likely to have a material adverse effect on the financial position of the Group. These litigations are therefore not included in the 

contingency liabilities. There are no pledged assets in 2009, 2008 or 2007.

Parent company (SEK thousand) 31 Dec. 2009 31 Dec. 2008 31 Dec. 2007

Guarantees external parties – – –

Guarantees subsidiaries – – –

Total – – –

NOTE 21 FINANCIAl INSTruMENTS AND FINANCIAl rISK MANAgEMENT
Capital management

CDON Group is part of MTG and thus financial policies, capital management and financial risks are managed centrally at MTG.

Bank accounts are, with few exceptions, part of a cash pool system. Group contributions are used to minimise the tax expenses 

on Group level. Capital requirements are managed through shareholder’s contribution from the parent company (MTG).

Group (SEK thousand) 2009 2008 2007

Interest-bearing receivables cash pool accounts MTG 270,027 102,010 177,360

Interest-bearing liabilities, cash pool accounts MTG –258,380 –102,173 –14,879

Cash 3,045 42,046 82,377

Net cash 14,692 41,883 244,858

Equity including minority interest 8,211 171,452 175,256

Assets 741,158 681,926 485,004

Equity to assets 1% 25% 36%

Capital employed, average 337,615 322,884 207,083

Operating income 125,139 82,641 79,095

Return on Capital employed 37% 26% 38%

Financial policy

The CDON Group’s financial risk management is centralised to the parent company (MTG) to capitalise on economies of scale and 

synergy effects in the financial sector and to minimise operational risks. The parent company functions as the Group’s internal bank 

and is responsible for the management of financing and the financial risk policy. This includes netting and pooling of cash require-

ments, and payment flows.

Liquidity in the Group is concentrated with the central financing function and in local cash pool accounts. 

Interest-bearing liabilities

Group (SEK thousand) 31 Dec. 2009 31 Dec. 2008 31 Dec. 2007

Current liabilities

Interest-bearing liabilities, cash pool accounts MTG 258,380 102,173 14,879

Total 258,380 102,173 14,879

The cash pool accounts is an intra-group liability between CDON Group AB and the parent company (MTG AB). Interest rates are set 

centrally at market rates.
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Market risk - interest rate

Financing is handled through the cash pool system, and interest rates are set at market rate by MTG centrally.

Credit risk

Credit risk is defined as the exposure to losses in the event that one party to a financial instrument fails to fulfill their obligations. The 

credit risk exposure are based on the carrying amount for the financial assets, the major part comprising trade receivables and cash.

The credit risk with respect to the Group’s trade receivables is diversified among a large number of customers, mainly private 

individuals. The credit risks on certain markets have increased since the autumn in 2008 due to the financial crises. Trade receivables 

are sold to a factoring company since 2009. see also note 13 Accounts receivable.

Insurable risks

The insurance cover is governed by MTG corporate guidelines, and centrally negotiated insurance policies cover the majority of its 

subsidiaries. In certain cases, local insurance policies have been put in place. Each business unit is responsible for assessing and 

managing the insurable risks associated with its day-to-day operations.

Foreign exchange risk

Foreign exchange risk is the risk that fluctuations in exchange rates will adversely affect the income statement, financial position and/

or cash flows. The risk can be divided into transaction exposure and conversion exposure. 

Transaction exposure

Transaction exposure is the risk that arises from net inflow or outflow of a foreign currency required by operations and financing. The 

transactions are not hedged.

The entities’ net foreign exchange cash flow was distributed among the currencies as follows:

Currency (SEK thousand) 2009 2008 2007

DKK 102,253 120,171 63,746

NOK 260,579 194,041 167,161

EUR –108,826 –64,597 79,395

UsD –14,290 –19,216 –101

Market risks – exchange risk

A five per cent change in NOK/sEK would have a net currency flow affect on income before tax of approximately sEK 13 (10.8) mil-

lion, while the respective change in DKK would affect income before tax by approximately sEK 5 (6.3) million, in EUR 5 (3.4) million.

Conversion exposure

Conversion exposure is the risk that arises from equity in a foreign subsidiary or associated company that is denominated in a foreign 

currency. There are no hedging positions for conversion exposure.

Net foreign assets including goodwill and other intangible assets arising from acquisitions are distributed as follows:

2009 2008 2007

Currency
SEK  

thousand %
SEK  

thousand %
SEK  

thousand %

NOK –935 –7 –2,639 –13 – –

EUR 15,246 107 23,627 113 21,798 100

Totalt 14,311 100 20,988 100 21,798 100

A 5 per cent change in EUR/sEK would affect equity by approximately sEK 1 (1.1) million.

Financial assets are reported in the statement of financial position in cash and cash equivalents, interest-bearing long-term receiv-

able, accounts receivables, and accounts receivables MTG companies. Financial liabilities are reported in accounts payable, and 

short-term interest-bearing liabilities. The Company judges the book values and the fair values to correspond for these items.
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NOTE 22 lEASE AND OTHEr COMMITMENTS
Lease and other commitments for future payments at 31 December 2009

Group (SEK thousand)
Future rent on  

non-cancelable leases

2010 2,852

2011 1,550

2012 –

2013 –

2014 –

2015 and thereafter –

Total lease and other commitments 4,402

This year's operational costs

Minimum lease fees 2,852

Variable fees –

Total operational costs 2,852

Lease and other commitments for future payments at 31 December 2008

Group (SEK thousand)
Future rent on  

non-cancelable leases

2009 2,389

2010 2,389

2011 2,389

2012 419

2013 –

2014 and thereafter –

Total lease and other commitments 7,586

This year's operational costs

Minimum lease fees 2,389

Variable fees –

Total operational costs 2,389

Lease and other commitments for future payments at 31 December 2007

Group (SEK thousand)
Future rent on  

non-cancelable leases

2008 2,277

2009 2,277

2010 2,277

2011 2,277

2012 363

2013 and thereafter –

Total lease and other commitments 9,471

This year's operational costs

Minimum lease fees 2,277

Variable fees –

Total operational costs 2,277



116

CDON grOup LISTING PROSPECTUS

NOTE 23 AVErAgE NuMBEr OF EMplOYEES

2009 2008 2007

Group Men Women Men Women Men Women

sweden 100 93 85 69 48 20

Finland 6 4 10 3 – –

Total 106 97 95 72 48 20

Total number of employees 203 167 68

Gender distribution senior executives 

Group Men % Women %

Board of Directors 100 –

CEO 100 –

Other senior executives 80 20

Total 82 18

Parent company Men % Women %

Board of Directors 100 –

Total 100 –

The parent company have no employees. 

NOTE 24 SAlArIES, OTHEr rEMuNErATION, AND SOCIAl AND SECurITY EXpENSES

Group (SEK thousand) 2009 2008 2007

Personnel expenses

Wages and salaries 66,453 55,395 28,269

social security expenses 17,210 15,452 8,046

Pension costs - defined contribution plans 4,118 5,766 2,314

share-based payments 509 383 48

social security expenses on share-based payments 197 27 735

Total 88,487 77,023 39,412

(SEK thousand) 2009 2008 2007

Board of Directors, CEO and other senior executives 4,586 4,071 3,328

  of which, variable salary 997 758 928

The parent company has no employees, the senior executives are employed by the subsidiaries.

Remuneration to senior executives
There are no fees paid to the Board of Directors in CDON Group AB. The remuneration to the Chief Executive Officer is paid in ac-
cordance with the guidelines approved of by the MTG Annual General Meeting. The remuneration guidelines are described in detail in 
MTG’s Annual Reports.

The current senior executive remuneration programme consists of a combination of fixed salary, variable salary and participation in 
incentive programmes. 

Remuneration to the CEO and other senior executives comprises a base salary and bonus. Other senior executives include seg-
ment managers and the Chief Financial Officer.

The variable remuneration shall be based on the performance in relation to established goals. The general contractual bonus 
system is based on an earnings period of one year, and does normally not exceed 50 per cent of the base salary. However, in some 
cases an extra bonus above the 50 per cent target has been granted based on exceptional performance, and, in other cases, due to 
the cash bonus paid out in connection with the exercise of the share options from the 2005 programme and the forfeited 2006 war-
rants, in accordance with the decision of the Annual General Meeting.

The CEO and the other members of the Company’s senior execeutives are entitled to customary pension commitments based on the na-
tional pension plan, entailing retirement at the age of 65. Pension commitments are secured through premiums paid to insurance companies.
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The maximum notice period in any Executive’s contract is twelve months during which time salary payment will continue. The 
Company does not generally allow any additional contractual severance payments to be agreed although there can be occasional 
cases where this takes place.

Remuneration and other benefits 2009

(SEK thousand)
Base  

salary
Variable    

remune ration
Other 

benefits
Pension 

costs
Share-based 
remune ration Total

Mikael Olander, CEO 2,140 675 – 302 662 3,779

Executive managers (2 persons) 1,449 322 – 187 44 2,002

Total 3,589 997 – 489 706 5,781

The 2009 amounts disclosed for the executive managers relate to the full year. The numbers include variable salary remuneration 

incurred to be paid after the year end for the Chief Executive Officer of sEK 225 (112.150) thousand.

Remuneration and other benefits 2008

(SEK thousand)
Base  

salary
Variable    

remune ration
Other 

benefits
Pension 

costs
Share-based 
remune ration Total

Mikael Olander, CEO 1,915 564 – 277 378 3,134

Executive managers (2 persons) 1,398 194 – 129 32 1,753

Total 3,313 758 – 406 410 4,886

Remuneration and other benefits 2007

(SEK thousand)
Base  

salary
Variable    

remune ration
Other 

benefits
Pension 

costs
Share-based 
remune ration Total

Mikael Olander, CEO 1,334 624 – 234 783 2,975

Executive managers (2 persons) 1,066 304 – 67 – 1,437

Total 2,400 928 – 301 783 4,412

2005/2009 2006/2010 2007/2011 2008/2011 2009/2012

Stock 
options

Warrants 
and stock 

options

Warrants 
and stock 

options
Retention and 
performance

Retention and 
performance

Financial instruments 2009 Number Number Number Shares Options Shares Shares

CEO – 2,500 4,900 2,750 4,950 1,000 4,000

Executives managers (2 persons) – – – 1,750 3,150 675 2,700

Total – 2,500 4,900 4,500 8,100 1,675 6,700

Decision process
The remuneration to the Chief Executive Officer is proposed by MTG’s Chief Operating Officer and decided by MTG’s Chief Execu-
tive Officer. Remuneration to executive management is proposed by the Chief Executive Officer of CDON Group and decided by the 
MTG’s Chief Operating Officer.

Sharebased payments
There are long-term incentive programmes, with the beginning in 2005, issued by Modern Times Group MTG AB for senior executives 
and key personnel. The programmes are described in detail in MTG’s Annual Reports. The cost effect are included in the accounts in 
this report, but CDON Group will not pay out any remunerations or social fees related to the programmes as agreed with MTG.

Cost effects of the incentive programmes
The programmes are equity-settled programmes. The initial fair value at grant date of the stock option programmes, are expensed 
during the vesting period. The cost for the programmes are recognised in equity and as an operating expense. The cost is based on 
the fair value of the MTG Class B share at grant date and the number of shares expected to vest. The cost recognised in 2009 for the 
programmes amounts to sEK 509 thousand excluding social charges.

The fair value of services received in return for share options granted were calculated based on the Black & scholes method. The 
expected volatility is based on historical values. As for the performance programmes, the probability that the goals are met has been 
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taken into consideration by applying adjustment factors to the different goals, when calculating the costs.

Exercisable stock options granted in 2006, entitling the holders to acquire 2,500 MTG Class B shares had not yet been utilised at 

the end of 2009.

Distribution of issued warrants, stock options and retention and performance rights and options:

Warrants, options and rights outstanding CEO
Senior 

executives
Key 

personnel Total

Incentive programmes 2005-2007 7,400 – – 7,400

LTIP 2008 7,700 2,450 2,450 12,600

LTIP 2009 5,000 2,250 1,125 8,375

Total outstanding as at 31 December 2009 20,100 4,700 3,575 28,375

2009 2008 2007

No of  
options

Weighted 
exercise  

price
No of  

options

Weighted 
exercise  

price
No of  

options

Weighted 
exercise  

price

Options outstanding at 1 January 21,250 362,79 18,526 324,67 13,626 285,90

Warrants issued during the year – – – – 700 432,50

Retention shares and options issued during the year 8,375 – 12,600 320,21 4,200 432,50

Options exercised during the year – – –9,876 236,97 – –

Options forfeited during the year –1,250 417,70 – – – –

Total outstanding at 31 December 28,375 359,36 21,250 362,79 18,526 324,67

Specification of  
LTIP programmes

No of  
allocated 

options and 
other rights

No of  
people

Exercise 
price

Theoretical 
value at  

allocation
Exercise 

period

Outstanding 
options as 

at 1 January

Forfeited 
during the 

year

Exercised 
during the 

year

Outstanding 
options 
as at 31 

December

Grant 2005

2009 1 235.80 49.52 2008–2010 0

2008 1 235.80 49.52 2008–2010 9,876 9,876 0

2007 1 9,876

Grant 2006

2009 1 413.30 54.82 2009–2011 3,750 1,250 2,500

2008 1 413.30 54.82 2009–2011 3,750 3,750

2007 1 3,750 3,750

Grant 2007

2009 1 432.50 104.38 2010–2012 4,900 4,900

2008 1 432.50 104.38 2010–2012 4,900 4,900

2007 4,900 1 4,900

Grant 2008

2009 3 498.10 57.00 2011 12,600 12,600

2008 12,600 3 498.10 57.00 2011 12,600

Grant 2009

2009 8,375 4 Fritt 65.60 2012 8,375

Total grant

2009 8,375 21,250 1,250 0 28,375

2008 12,600 18,526 0 9,876 21,250

2007 4,900 3,750 0 0 18,526

The 2005 and 2006 programmes were exercisable at the balance sheet date.
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Employee expenses, Group (SEK thousand) 2009 2008 2007

share options granted in 2005 – – 554

share options granted in 2006 34 42 107

share options granted in 2007 203 142 122

Retention rights and options granted in 2008 447 226 –

Retention rights and options granted in 2009 21 – –

Total expense recognised as employee costs 706 410 783

NOTE 25 AuDIT FEES

Group (SEK thousand) 2009 2008 2007

KPMG, audit services 784 678 158

KPMG, other services – 88 –

Ernst & Young, audit services – 54 –

Ernst & Young, other services 32 23 9

Other auditors, audit services – 10 –

Total 816 853 167

Parent company (SEK thousand) 2009 2008 2007

KPMG, audit services 25 70 –

Total 25 70 –

Auditing services have involved the examination of the Annual Report and financial accounting and the administration by the Board and 

the Chief Executive Officer, other tasks related to the duties of a company auditor and consultation or other services which may result from 

observations noted during such examination or implementation of such other tasks. All other tasks are defined as other assignments.

NOTE 26 SupplEMENTAl INFOrMATION TO THE STATEMENT OF CASH FlOW

Adjustments to reconcile net income/loss to net cash provided by operations.

Group (SEK thousand) 2009 2008 2007

Income/loss from sales of subsidiaries – – –17,332

Profit on sale of non-current assets –2,148 – –

Depreciation and amortisation, write-downs and disposals of fixed assets 6,142 4,885 815

Tax Group contribution 33,243 22,161 26,015

Change in deferred tax –2,480 365 –

Options 706 410 783

Interest expenses/income 7,549 7,777 –5,047

Unrealised exchange differences 4,195 263 –6,499

Total 47,207 35,861 –1,265

NOTE 27 rElATED pArTY TrANSACTIONS

Related party

Investment AB Kinnevik (Kinnevik) Kinnevik holds shares in Modern Times Group MTG AB.

Tele2 AB (Tele2) Related parties to MTG hold a significant amount of shares in Tele2.

Metro International s.A. (Metro) Related parties to MTG holds a significant amount of shares in Metro.

Transcom WorldWide s.A. (Transcom) Related parties to MTG hold a significant amount of shares in Transcom.

Modern Times Group MTG AB (MTG) MTG holds all shares in CDON Group AB.

The Group has related party relationship with its subsidiaries (see note 11).

The transactions between the different parties are based on market prices negotiated on arm’s-length basis.
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Business agreements with related parties

The Group purchases credit management services from Transcom until the beginning of 2009.

The Group purchases tele and data communication services from Tele2 and technical consulting and services through their sub-

sidiary Datametrix.

The Group purchases advertising from Metro.

The Group purchases advertising and management services from MTG companies. The Group charges management services and 

sells goods to MTG companies.

Group Parent company

(SEK thousand) 2009 2008 2007 2009 2008 2007

Revenues

Tele2 30 7 –

Metro 5 – –

MTG 1,506 3,733 4,322

Total revenues 1,541 3,740 4,322 – – –

Operating costs

Transcom 503 1,154 –

Tele2 279 91 –

Metro 864 813 –

MTG 35,839 29,991 15,904 43 1,000 21

Other related companies - – 158 – – –

Total operating costs 37,485 32,049 16,062 43 1,000 21

Interest income

MTG 688 3,915 2,881 30 – 2,377

Total interest income 688 3,915 2,881 30 – 2,377

Interest expenses

MTG 7,951 11,820 1,009 5,051 11,820 889

Total interest expenses 7,951 11,820 1,009 5,051 11,820 889

Accounts receivable

Tele2 38 – –

MTG 989 1,170 337

Total Accounts receivable 1,027 1,170 337 – – –

Accounts payable

Transcom 27 639 –

Tele2 66 7 –

MTG 129,325 82,867 95,647 126,400 79,146 92,911

Total Accounts payable 129,418 83,513 95,647 126,400 79,146 92,911

Cash pool receivables

MTG 270,027 102,010 177,360 142 635 138,770

Total Cashpool receivables 270,027 102,010 177,360 142 635 138,770

Cash pool overdrafts

MTG 258,380 102,173 14,879 230,049 63,559 –

Total Cash pool overdrafts 258,380 102,173 14,879 230,049 63,559 –

Remuneration of key management personnel
Other transactions than those reported in note 24 have not been made.
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NOTE 28 lONg-TErM rECEIVABlE, grOup COMpANIES 

Parent company (SEK thousand) 2009 2008 2007

Opening balance 1 January – 7,561 –

New lending – – 7,561

Re-payments – –7,561 –

Closing balance 31 December – – 7,561
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AUDIT REPORT

To the Board of Directors of CDON Group AB,  

reg no 556035-6940

We have audited the financial statements for CDON Group AB 

on pages 84–121, which comprise the balance sheet as at 

December 31, 2009, December 31, 2008 and December 31, 

2007 and the income statement and the cash flow statement, 

statement of changes in equity for the years then ended, and a 

summary of significant accounting policies and other explana-

tory information.

THE BOArD OF DIrECTOrS´ AND THE CEO´S rESpONSI-

BIlITY FOr THE FINANCIAl STATEMENTS

The Board of Directors and the CEO are responsible for the 

preparation and the fair presentation of these financial state-

ments in accordance with International Financial Reporting 

standards as adopted by the EU and the requirements of 

the Prospectus Directive implementing Regulation EU 2004-

809. This responsibility includes designing, implementing and 

maintaining internal control relevant to prepare and appropri-

ately present financial statements that are free from material 

misstatement, whether due to fraud or error.

THE AuDITOrS’ rESpONSIBIlITY

Our responsibility is to express an opinion on these financial 

statements based on our audit. We conducted our audit in 

accordance with FAR’s Recommendation RevR 5 Examination 

of Prospectuses. This recommendation requires that we comply 

with ethical requirements and plan and perform the audit to 

obtain reasonable assurance whether the financial statements 

are free from material misstatement.

An audit in accordance with FAR’s Recommendation RevR 5 

Examination of Prospectuses involves performing procedures 

to obtain audit evidence about the amounts and disclosures 

in the financial statements. The procedures selected depend 

on our assessment of the risks of material misstatement of the 

financial statements, whether due to fraud or error. In making 

those risk assessments we consider internal control relevant 

to the company´s preparation and fair presentation of the 

financial statements in order to design audit procedures that 

are appropriate in the circumstances, but not for the purpose 

of expressing an opinion on the effectiveness of the company´s 

internal control. An audit also includes evaluating the appropri-

ateness of accounting policies used and the reasonableness 

of accounting estimates made by the Board of Directors and 

the CEO as well as evaluating the overall presentation of the 

financial statements.

We believe that the audit evidence we have obtained is suf-

ficient and appropriate to provide a basis for our audit opinion.

OpINION

In our opinion the financial statements give a true and fair view 

of the financial position of CDON Group AB as at December 

31, 2009, December 31, 2008 and December 31, 2007, and 

financial performance, changes in equity and its cash flows for 

the years then ended in accordance with International Financial 

Reporting standards as adopted by the EU.

stockholm, 30 November 2010

KPMG AB
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