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The Rautakirja Group is a Finnish trade
and service company with an increasing
interest in international operations. The
basis for all the group’s operations lies
in the consumer’s needs. The Rautakirja
Group specializes in the key areas below:
* wholesale and retail trade in

newspapers and magazines, and
® specialized retail trade based on a

firm foundation of:

® npationwide coverage

® chain operations

® centralized chain management

® strong market position

Annual General meeting of
shareholders
Rautakirja Oyj’s Annual General
Meeting will be held on Thursday April
13, 2000 at 15.00 in the Tennis Palace
at Salomonkatu 15, Helsinki.
Attendance should be announced
no later than 11.4.2000 by contacting
Helena Apo at +358-9-852 8404
(09-852 8404 inside Finland).



Financial Information and
Publication Schedule
In addition to this Annual Report,
Rautakirja will publish three quarterly
interim reports for the year 2000. The
first will appear on 8.5.2000, the
second (covering six months) on
8.8.2000, and a third-quarter report
will be released on 6.11.2000.
Annual Reports and Interim Re-
ports are also visible from the Rauta-
kirja website at www.rautakirja.fi.
Printed reports can be ordered directly
from this site or by contacting Rauta-
kirja Oyj/Information, Box 1, FIN-
01641 Vantaa, Finland.
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1999 IN BRIEF

Rautakirja Oyj launched a cooperative venture in Latvia with Narvesen
ASA, involving kiosk and cosmetics retail trade and café operations.
Finnkino Oy purchased 90% of the leading Estonian film distribution and
cinema company AS MPDE (Motion Picture Distribution of Estonia).
Rautakirja strengthened its involvement in the entertainment and leisure-
time sector by acquiring a 21% holding in Jokerit HC Oyj.

Suomalainen Kirjakauppa Oy acquired the commercial operations of Poh-
jalainen Kirjakauppa Oy, formerly a member of the Info chain of stores,
with the change of ownership taking effect from 1.4.1999.

As a result of recent purchases by Suomalainen Kirjakauppa, during the
spring Rautakirja’s holding in Kirjavélitys Oy exceeded the 20% threshold,
and Kirjavélitys Oy thus became an affiliated company of the Rautakirja
Group.

In the course of the year Finnkino Oy opened its first three multiscreen
cinemas. The 14-screen cinema and entertainment centre at Helsinki’s
former Tennis Palace was opened in February, the 10-screen Plevna Cine-
ma in Tampere opened in April, and November saw the opening of the
5-screen concert and cinema complex Promenadikeskus in Pori.

From May 1, 1999 Rautakirja Oyj became a subsidiary of the newly-created
company Sanoma-WSOY Oyj, formed by the merging of the operations of
Sanoma Corporation, Werner Sdderstrém Osakeyhtio, Helsinki Media
Company Oy, and Oy Devarda Ab.

Lehtipiste opened up its new web-site in August (www.lehtipiste.fi).

In September Suomalainen Kirjakauppa Oy opened its online bookstore
(www.suomalainen.com), with Finland’s largest selection of domestic tit-
les.

In October Rautakirja acquired 80% of Veikkausrasti, the country’s leading
retail chain specialising solely in gaming products. Veikkausrasti operates 52
gaming outlets.

Again in October, Lehti-Maja Eesti AS purchased two major kiosk chains
in Estonia. As a result of the deal the number of R-Kiosks in Estonia almost
doubled to nearly 200. At the same time Rautakirja established a press dis-
tribution company - AS Lehepunkt - with Estonia’s largest newspaper pub-
lisher AS Ekspress Grupp.

The R-Kiosks launched a six-month pilot project in cooperation with the
Leonia Bank to provide banking services in four kiosk outlets.

In December Rautakirja Oyj acquired a 10% stake in the Norwegian listed
company Narvesen ASA. Following the stock purchases, Rautakirja became
Narvesen’s second-largest shareholder.

Also in December, Finnkino’s Estonian subsidiary AS MPDE signed a con-
tract to build the first multiplex cinema in the Baltic States. The aggregate
value of the investment in downtown Tallinn is EEK 160 million.

1999 1998 Change, %
Group total sales, FIM million 5,881.7 5,793.8 1.5
Net sales, FIM million 3,478.3 3,422.9 1.6
Profit before extraordinary items,
FIM million 221.1 204.0 8.4
Profit before taxes, FIM million 221.1 394.0 -43.9
Earnings per share, FIM 23.83 21.98 8.4
Return on capital invested, % 17.4 17.5
Gearing, % -23.3 -44.2
Personnel, average 5,006 4,970 0.7
Gross investments, FIM million 428.6 188.0 128.0



REPORT BY THE CHIEF EXECUTIVE OFFICER

For Rautakirja, the last year of the millen-
nium saw the posting of the best operating
result in the Group’s nearly 90-year histo-
ry. This was in spite of a slowing down in
growth in trade, particularly in the early
months of the year.

An increasingly large share of the
money at the disposal of consumers was
directed away from goods purchases.
Among the competitors for the consum-
ers’ purse-strings were telecommunica-
tions and a range of electronic network &
information society services.

The good result on the year was
achieved by focusing our efforts on devel-
oping basic commercial operations and by
adjusting our cost structure to the
changed earnings prospects, without los-
ing sight of development for the future
and investment in future growth.

There were no changes in the
Group structure, and all units were devel-
oped on an equitable basis.

The fusion of our two largest share-
holders took effect in May, and the change
in the ownership structure of the company
was evident already by year’s end in the
shape of improved risk management capa-
bilities. One indicator of this can be seen
in our investment in the Norwegian listed
company Narvesen ASA, and Rautakirja is
now the second-largest owner of this con-
cern.

Rautakirja’s strategy remains to op-
erate as a customer-oriented trade and
services enterprise, concentrating on
wholesale and retail press distribution and
chain-administered speciality retail trade.

Sound profitability and a good re-
turn for the company’s owners have al-
ways been among the most important
Group priorities. In order to achieve this
in the longer term, it will be necessary for
us to expand. Growth will be sought both
inside Finland itself and from foreign
markets, with the accent on international-
ising of operations. Our expansion abroad
will take place above all in the kiosk- and
press distribution sector and in cinema
and entertainment-related operations.

Our perspective is that commercial
operations geared to leisure-time activities
will in the near future become a focus of
interest for consumers and investors alike.

In the course of 1999 we laid the
foundations for future growth with a
number of investments, corporate pur-
chases, and share acquisitions. During the

year now under way we shall for instance
more than double our net sales in the Bal-
tic States region.

The striking arrival on the scene of
the “new economy” has changed the basic
structures of trade and commerce. Tradi-
tional retail trade sectors will have to
ready themselves for change, if necessary
through some profound rethinking and
acclimatisation to new conditions. At the
same time it is necessary to envision one’s
own role and scope for advance in the new
business environments.

The spread of e-commerce on the
goods front will require smooth logistics
systems. The Rautakirja Group has sever-
al suitable elements for development on
this front. The pick-up points model de-
veloped within the Kiosk Division will
serve future e-commerce and mail order
needs. Suomalainen Kirjakauppa opened
its own online bookstore (www.suo-
malainen.com) in September 1999, and
the initial results have been favourable.
Finnkino is constantly developing its own
network services. As client databases be-
come more sophisticated, the dialogue
with regular customers promises to create
an entirely new platform for commercial
operations.

At the same time as elec-
tronic commerce reduces the
physical need for traditional
sales outlets, it also alters them
increasingly in the direction of
places that supply an experi-
ence. A good example of this is
the way in which cinemas have
developed around the world.
Today they are much more
than seats and screens, and
have become entertainment
and experience centres. The
Rautakirja Group opened
three such “experience cen-
tres” in Finland during 1999
and also began work on the
Baltic States’ first multiscreen
cinema & entertainment com-
plex in Tallinn.

The service needs of the
customer change radically and
at an often dizzying pace. Rec-
ognising these needs and re-
acting to them demands more
and more from our staff. The
development of the Group’s
personnel, both in terms of

training and in their working conditions,
has been placed alongside profitability
and growth as one of our prime areas of
commitment. Operations are developed
on the basis of regular in-house morale
and atmosphere studies. The Group is
embarking on an unprecedented drive to-
wards staff training. Personnel have re-
sponded to the project with great enthusi-
asm. By the same token, a developing
workforce also deserves its share of the
results achieved through its efforts. Incen-
tive profit-sharing schemes embrace the
entire workforce and they are being devel-
oped still further.

I should like to take this opportuni-
ty of thanking our customers and partners
for their confidence in our operations over
the past twelve months.

The thanks for the record profit be-
fore extraordinary items belongs above all
to those who made it possible - to the
more than five thousand skilled profes-
sionals of the Rautakirja Group.

Hannu Syrjanen
President and CEO




REPORTS FROM PROFIT CENTRES

R-KIOSKS

lE.KIOSKI

The R-Kiosks form a nationwide, central-
ly-administered and profitable chain of
outlets offering consumers entertainment,
excitement and pleasure alongside basic
everyday consumer items and services
from morning until late evening. At the
end of 1999 there were a total of 729 ki-
osks in Finland, with 477 of these owned
and operated by Rautakirja and 252 in the
hands of franchise-holders. The aggregate
number of R-Kiosks fell by one on the
year.

The financial year reviewed here dif-
fered strikingly from the past few years
owing to changes observed in consumer
behaviour. Throughout the early months
of 1999 sales were weaker than had been
forecast and fluctuations from one month

IN FINLAND

to the next tended to make predictions
difficult. Hence it was decided at an early
stage to introduce tight controls on costs
in order to safeguard profitability. The
business idea of the chain was fine-tuned
by accentuating the basic products in the
R-Kiosk assortment and the lengthy open-
ing hours. The volume of customers and
the size of the average purchase remained
more or less unchanged from the previous
year. This otherwise positive trend in cus-
tomer throughput was hampered through-
out the early months of the year by small-
er sales of Veikkaus gaming items. A total
of around 120 million customer visits re-
sulted in sales through the chain’s kiosks.
According to a national “Finland Today”
study, the R-Kiosks remain Finland’s
most-used retail chain and scored the sec-
ond-highest consumer approval rating of
all retail chains in the country.

The R-Kiosk concept was developed
further during the year and the number of
mini-market convenience store kiosks rose
to nearly 100. At the end of 1999 there
were only 33 of the old traditional “win-
dow-counter” models of  Kki-
osk in operation, the remain-
der having been converted to
walk-in kiosks.

The installation of the
electronic cash register system
across the R-Kiosk chain (in-
cluding franchise-holder Kki-
osks) was completed in No-
vember. At the same time de-
velopment continued on back-
ground monitoring systems to
enable more rapid and accu-
rate use of sales information in
chain management, product-
line administration, and in co-
operation with suppliers. In
the course of the year plan-
ning-work also got under way
on the development of a com-
prehensive  pick-up  point
scheme for use with e-com-
merce and mail order opera-
tions in the R-Kiosk chain as a
whole. New data systems and
the nationwide reach of the
chain give this new departure
every chance of success. The

R-Kiosks are ideally suited as a distribu-
tion network for goods ordered by mail or
through online services.

In November the R-Kiosks
launched a six-month pilot programme
with Leonia Bank intended to explore how
banking services might be applied as one
part of the kiosk service assortment. The
project was set up in four kiosks located in
Tampere and the Greater Helsinki area.
Initial results have been quite favourable.

At much the same time, an Internet
terminal automat experiment was
launched in fifteen kiosks in the Greater
Helsinki area, allowing self-service net ac-
cess inside the kiosks.

For the second year in succession,
the traditional press and radio & TV ad-
vertising campaigns were accompanied by
a higher profile for the R-Kiosks at large
mass events. Young people in particular
were singled out during the year, and
hence the R-Kiosk logo was seen promi-
nently at a variety of large events for the
young.

Staff training programmes were
once again the object of concerted efforts
throughout the chain. In addition to nec-
essary data systems training, the accent
was on service and on better management
of a variety of in-kiosk customer situa-
tions.

Finland has traditionally been a fair-
ly peaceful country, but in response to a
rather disturbing increase in the number
of store hold-ups and other signs of social
distress, the entire chain took decisive
steps to improve the security of staff and
property with new technical investments
and staff security training.

Net sales through the R-Kiosks,
which include only the retailer’s commis-
sion component of commission sales
(Veikkaus gaming items and bus tickets),
totalled FIM 1,686.1 million. This
marked an increase of 0.6% from 1998.
Trading profit stood at FIM 76.9 million,
up by 1.4%.

R-kiosk investments totalled FIM
55.6 million, a decline of 9.9% on the pre-
vious year. The main weight of invest-
ments was in bringing outlets into line
with the new convenience store concept,
in expanding the cash register system to



embrace the entire chain, and in develop-
ment of background monitoring systems.

The Kiosk Division in Finland em-
ployed an average of 2,536 persons in
1999, 36 more than in the previous peri-
od. From the beginning of 1997 the prof-
it-centre has been managed by Senior Vice
President Erkki Jarvinen.

It is estimated that there are slightly
more than 2,500 kiosks in operation
around Finland. The R-Kiosks’ customer
volume and the size of the average pur-
chase are markedly greater than in other
kiosks. Nevertheless, competition in the
marketplace continues to stiffen, as retail
opening hours have been relaxed and fill-
ing stations have vigorously developed
their sales concepts and product assort-
ments. Then again, the R-Kiosk chain has
as a fundamental strength the nationwide
reach that enables it to carry out certain
basic functions that have otherwise be-
come less accessible as store-units have
grown larger and the overall number of
retail outlets has declined. In the future
the R-Kiosks will be paying very close at-
tention to the expansion of its range of
services to the consumer.

LEHTI-MAJA EESTI
R-KIOSKS

AS
IN ESTONIA

In the course of the year Lehti-Maja Ees-
ti AS carried out extensive work on devel-
oping the kiosk concept and improving
profitability. From December 1999 on-
wards the company’s operations were di-
rected solely to the kiosk trade, after a new
company - AS Lehepunkt - was set up in
collaboration with Estonia’s largest news-
paper publisher AS Ekspress Grupp to
handle wholesale press distribution activ-
ities.

Following the acquisitions made in
October, the number of kiosks operated
by Lehti-Maja Eesti almost doubled. The
company bought from AS Ekspress Grupp

the country’s second-largest kiosk chain,
Plusspunkt. The Plusspunkt chain com-
prised 75 kiosks, most of them in the
Tallinn area, and had annual net sales of
roughly EEK 70 million. Lehti-Maja Ees-
ti also purchased a further 23 kiosks from
TRC Tubaka AS. These last-mentioned
units are located in the Tartto and Parnu
areas. At year’s end there were 189 active
R-Kiosks in Estonia, an increase of 83
from the beginning of the year.

In spite of difficulties besetting the
economy in Estonia, sales through the R-
Kiosks developed well in all product cate-
gories. The R-Kiosks emerged from the
year as a major trading force on the Esto-
nian market. According to an Estonian
consumer study, the R-Kiosks form the
country’s leading kiosk chain, and the re-
search results showed particularly positive
public responses to the ease of access of
outlets and the diversity of the product
assortment.

Owing to the purchases in the fall,
the last months of the year saw the compa-
ny paying particular attention to the har-
nessing of new units into the
chain concept. This work will
naturally continue during the
year now in progress. At the
same time, the efforts on be-
half of staff training were
maintained both at the kiosk
level and in the chain manage-
ment organisation.

Lehti-Maja Eesti AS re-
corded net sales of FIM 53.2
million, an increase of 28.4%
on 1998. The units purchased
at the end of the year contri-
buted around FIM 5 million of
the overall net sales figure. The
company posted a trading loss
of FIM 3.1 million. Neverthe-
less, the company’s operations
have been put on the right
track in terms of development
and profitability, as twelve
months previously the loss was
FIM 5.2 million. Investments
rose sharply from FIM 1.4
million to FIM 14.4 million as
a consequence of the pur-
chases made during the year.

Lehti-Maja Eesti AS employed an
average of 353 persons during the year, an
increase of 20 from 1998. The influence of
the substantial influx of new units is not
very significant in these average figures,
owing to the late date of their arrival. At
year’s end the company employed 494
persons, and was headed by CEO Kalvar
Kase.

The current financial year will see
Estonian operations further developing
the kiosk concept and the common image
of outlets, adding to the number of walk-
in kiosks, and as a new departure, there
will be additional kiosk outlets opened in
shopping malls now approaching comple-
tion. The year will also see more nation-
wide advertising, with TV commercials as
the primary media channel. The R-Kiosk
chain does not have any nationwide com-
petitors in Estonia, but the country has a
good many privately-owned kiosks. At the
same time the country is undergoing a
strong process of chain-organising within
the current consumer goods sector, and
this will create additional competition.




The aim of the R-Kiosks is to strengthen
their position as the leading kiosk chain in
Estonia in spite of the stiffening of the
competitive situation.

VEIKKAUSRASTI

VEIKKAUSRASTI

oYy

Veikkausrasti is Finland’s leading retail
chain specializing solely in gaming prod-
ucts. In October Rautakirja acquired 80%
of Yxplus Oy, the company administering
Veikkausrasti operations. In late January
2000, after the end of the period, the
Trade Register ratified the company’s
change of name to Veikkausrasti Oy.

With this purchase Rautakirja mate-
rially strengthened its position as the
country’s leading sales channel for gaming
and betting products, and increased its
market share of Veikkaus-operated games
by 6%-points to 43%. Veikkausrasti will
continue to operate as a separate company
under its own name, and will be devel-
oped specifically as a channel for the dis-
tribution of betting products.

The chain of 52 betting shop- and
kiosk outlets (five of them in the hands of
franchise-holders) recorded year-on-year
aggregate turnover of around FIM 400
million prior to the deal with Rautakirja,
and net sales of FIM 70 million. The
chain’s operations affected the Rautakirja
Group’s 1999 figures only in respect of
the last two months of the year. Net sales
for this period totalled FIM 16.2 million.

At vyear’s end Veikkausrasti em-
ployed 209 persons. Veikko M. Vuorinen
will continue as a minority shareholder in
and CEO of Veikkausrasti Oy.

The Veikkausrasti chain’s operations
will be developed in the future, making
use of Group synergies.

LEHTIPISTE

LEHTIPISTE

Lehtipiste is a marketing and distribution
organisation for newsstand copies of
Finnish and foreign magazines and news-
papers. As the principal wholesaler in this
sector, Lehtipiste delivers roughly 1,500
different titles to a network of nearly
8,400 outlets across the length and
breadth of Finland.

In 1999 the value of Finnish news-
stand sales at cover prices grew by some
4.0%. The newspaper and magazine trade
generally follows fairly closely the sales
trend in the retail sector as a whole, al-
though during the year under review it
moved ahead slightly more forcefully. Ag-
gregate sales volume in terms of copies fell
slightly, by 0.2%.

Sales of newspapers totalled FIM
628.5 million, up by 6.5% on 1998. Sales
volume grew by 1.3%, to reach 101.2 mil-
lion copies. The growth that was recorded
was attributable in the main to positive
circulation results from two evening news-
papers, but the domestic dailies also in-
creased their newsstand sales somewhat.

Magazine sales showed growth of
1.8% to reach FIM 664.1 million. Overall
sales volume fell away after the previous
year’s gains and stood at 32.7 million cop-
ies (down 4.4%). Of the traditional maga-
zines both women’s magazines and general
interest periodicals increased their sales,
and the same trend was reflected across a
broad spectrum of specialist magazines. Al-
most the entire drop in sales volume could
be attributed to a decline in the appeal of
youth- and music-oriented magazines,
since there were not the same phenomena
in the world of music and showbiz to at-
tract readers as were seen in 1998. For the
same reason, sales of collector-cards and
stickers were down substantially.

Newsstand sales of newspapers and magazines 1999

Sales volume

Sales at consumer prices

Mill. copies Change, % FIM million Change, %
Finnish newspapers 100.6 1.3 620.6 6.6
Foreign newspapers 0.7 -1.9 7.9 -2.0
Newspapers, total 101.2 1.3 628.5 6.5
Finnish magazines 29.9 -3.0 576.7 4.7
Foreign magazines 2.8 -17.5 87.4 -13.6
Magazines, total 32.7 -4.4 664.1 1.8
Total 134.0 -0.2 1,292.6 4.0

Newsstand sales of newspapers and magazines by outlet 1999

(At consumer prices) Sales Change Share of all

Outlets FIM million % outlets, %
R-Kiosks 730 264.0 0.2 20.7
Automarkets 113 145.0 12.5 11.2
Department stores 112 94.4 1.0 7.3
Supermarkets, large 375 186.6 7.4 14.4
Supermarkets, small 398 94.5 3.8 7.3
Self-service stores, large 880 140.4 5.0 10.9
Self-service stores, small 1,195 96.2 5.0 7.4
Small stores 162 7.0 4.2 0.5
Kiosks and canteens 1,394 84.5 -3.6 6.5
Bookstores and stationers 141 21.2 -9.6 1.6
Cafés and restaurants 825 25.0 4.9 1.9
Petrol stations, service stations 1,152 92.3 6.4 7.1
Hotels, motels and inns 213 6.6 1.6 0.5
Speciality stores 625 32.8 9.7 2.5
Seasonal outlets 29 2.1 11.1 0.2
Total 8,344 1,292.6 4.0 100.0



Sales of foreign newspapers and
magazines fell by 12.7% at cover prices to
FIM 95.3 million, while the volume of
sales was also down by 14.9% to 3.5 mil-
lion copies. Magazine sales were hit much
more sharply than newspapers. Once
again, the decline in this sector showed
the absence of megatrends and stars in the
world of entertainment that would have
fuelled sales among the young.

If we examine the nature of sales by
type of outlet, the same trend continued
as has been seen for several years, namely
large current consumer goods outlets in-
creasing their sales by the greatest
amount. Sales developed particularly well
in large automarkets. The investments
seen in shop design and convenience-store
profiling on the filling station front in re-
cent years were reflected once again
in better-than-average progress in their
newsstand sales.

Of the major store-chains, outlets
belonging to the S-Group again increased
newsstand sales conspicuously more than
other chains.

In the course of the year Lehtipiste
invested a great deal of energy together
with the retail trade as a whole in develop-
ing display areas and improving the in-
store visibility of papers and magazines.
This work was targeted particularly to-
wards large store units.

The Lehtipiste web-site (www.
lehtipiste.fi) opened in the fall, and were
directed at the consumers. The site pro-
vides detailed information on the wide
range of magazines and papers in the Leh-
tipiste catalogue, and on their regional
and local availability. The pages also offer
links to the home pages of magazine pub-
lishers and individual magazines all over
the world.

Joint delivery of evening newspapers
was launched in the early autumn after a
pilot project to this effect had been carried
out in Northern Finland. The entire coun-
try was brought into the scheme gradually,
with the last areas being joined to the net-
work in January of the current year. This
cost-effective means of operating brings
labour-saving benefits to the shopkeeper
by reducing the number of deliveries, and
has at the same time allowed for earlier

deliveries of afternoon and evening papers
into the stores. This in turn extends the
time they can be sold and helps to lift
sales.

The new despatching depot in Van-
taa was brought fully on stream in the
course of the year. However, it is to be ex-
pected that the full benefits will not be
reaped from the system until this year and
the next.

In line with one of the basic ele-
ments of Lehtipiste’s operating model, the
unit took care of the collection of all un-
sold copies of newspapers and magazines
from points of sale for pulping and recy-
cling.

Lehtipiste’s net sales totalled FIM
847.0 million, up by 5.2% on 1998, and
the unit recorded a trading profit of FIM
53.1 million, or 7.4% more than in the
previous period. Investments were prima-
rily directed to furniture and equipment
purchases, and were only roughly one-
third of the 1998 total, at FIM 3.7 mil-
lion.

The Press Distribution Division
employed an average of 223
persons (1998: 209) during
the year, and the profit-centre
was headed by Senior Vice
President Markus Miettinen.

The outlook for news-
stand sales in the current year
is once again positive. The
work carried out on coopera-
tion in the distribution of af-
ternoon & evening papers and
the modernising of the des-
patching depot will both bring
improved  cost-effectiveness
and a better level of service in
Lehtipiste operations, with the
benefits felt by publishers and
the retail trade alike. At the
same time, it is not thought
that the striking increase in
electronic media and publish-
ing will greatly affect the posi-
tion held by papers and maga-
zines or eat into the press dis-
tribution market.

AS LEHEPUNKT

LEHEPUNKT

In October Rautakirja and Estonia’s larg-
est newspaper publisher AS Ekspress
Grupp founded a jointly-owned company,
AS Lehepunkt. Each of the two founders
holds 50% of the new company, which is
intended to be developed into a nation-
wide distribution channel in the same way
as Lehtipiste is in Finland. The new com-
pany launched its operations in full from
the beginning of 2000, and currently dis-
tributes Estonian and foreign newspapers
and periodicals to roughly 800 points of
sale all over the country. The aim is to ex-
pand the distribution network to include
the current consumer goods trade.

With the establishment of the new
company, the Rautakirja subsidiary Lehti-
Maja Eesti AS withdrew from press distri-
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bution operations entirely, transferring
these activities into the hands of AS Le-
hepunkt. Lehepunkt is the market leader
in newspaper and magazine distribution in
Estonia, and holds a roughly 70% share
of the market. In the start-up phase the
company’s annual net sales are expected
to be in the region of EEK 130 million.

The company employs 77 persons
and is led by CEO Priit Vakkum.

SUOMALAINEN
KIRJAKAUPPA OY

SUOMALAINEN
KIRJAKAUPPA

www.suomalainen.com

Suomalainen Kirjakauppa is a centrally-
administered nationwide bookstore chain
with a separate mail order unit, and at
year’s end the chain comprised 60 book-
stores and the Dose multimedia outlet in
Helsinki. The number of outlets grew by

two during the year. Suomalainen Kirja-
kauppa is Finland’s largest wide assort-
ment bookstore chain.

It has been estimated that sales in
the bookstore branch increased by around
3% on the year. However, sales of books
grew appreciably more than other product
groups. The improvement in sales of fic-
tion and non-fiction was greatly influ-
enced by a supply of good titles. The
growth nevertheless was definitely weight-
ed towards the latter part of the year, with
the early months remaining at 1998 levels.

Suomalainen Kirjakauppa invested a
great deal of attention and energy during
the year on marketing, with a view to in-
creasing customer-flows. The campaigns
proved a success and excellent results
were achieved in sales over the Christmas
season. At the beginning of the year, how-
ever, the alarm-bells were set ringing by
zero growth, and the company implement-
ed a strict programme to stabilise costs
and margins.

In line with the general trend in the
trade, book sales through Suomalainen
Kirjakauppa outlets grew at a
markedly brisker pace than
sales of other items. Particu-
larly impressive performance
was seen among foreign fic-
tion titles. Sales of CD-ROM
products, however, failed to
sustain the dramatic advances
seen in recent years, and re-
mained at more or less the
1998 level.

In February Suomalai-
nen Kirjakauppa acquired the
commercial operations of
Pohjalainen Kirjakauppa in
Oulu. The purchase meant
that the Suomalainen Kirja-
kauppa chain gained a new
outlet - the largest bookstore
in private ownership in Fin-
land - from the beginning of
April 1999.

In September Suoma-
lainen Kirjakauppa opened its
online webstore (www. suo-
malainen.com) with a product
assortment that covered all
Finnish books in print. The

assortment is being expanded during the
early part of the current year to embrace
1.5 million titles in English, and will also
incorporate newspaper subscriptions later
in the spring. The aim of the venture is to
develop the online bookstore and the
physical store network in parallel as alter-
native and complementary channels for
our customers.

After several years in which develop-
ment work was directed primarily to up-
grades in store operations, the emphasis in
1999 in a variety of development projects
was on the head office environment and
background monitoring systems. The
newspaper subscription system has been
given a facelift, and similar work was car-
ried out on an automatic re-ordering sys-
tem.

The main weight in staff training
during the year was on utilising IT appli-
cations in order to improve customer
service.

Suomalainen Kirjakauppa recorded
aggregate net sales (including retail and
direct sales) of FIM 602.5 million, a
growth of 5.9% from the figure for 1998.
Suomalainen Kirjakauppa posted a trad-
ing profit of FIM 27.8 million, up by
16.3% on the previous year’s perfor-
mance. Gross investments of FIM 24.2
million were roughly one-third smaller
than in the previous year and were directed
mainly towards acquisitions of commercial
operations, store refurbishing, and data
systems purchases.

Suomalainen Kirjakauppa employed
an average of 692 persons during the fi-
nancial year, an increase of 32 on the pre-
vious year. The unit was headed by Senior
Vice President Raimo Kurri as CEO.

In the book trade the share of direct
sales via book clubs and online bookstores
will continue to grow. This is also for its
part bringing about an increase in price
competition. Suomalainen Kirjakauppa
has prepared itself for this eventuality by
developing its sales concepts and alterna-
tive sales channels such that they comple-
ment one another fully and provide syner-
gy benefits.



FINNKINO OY

Finnkino carries on movie theatre opera-
tions in Finland and through its subsidi-
aries also in Estonia and Latvia. In addi-
tion the company imports art-house mov-
ies to complement the standard repertoire
in its own cinemas and for video sales and
rentals. Finnkino’s subsidiary Interprint
Oy provides film subtitling services.

At the end of 1999 Finnkino operat-
ed 19 cinemas in 9 cities around Finland,
with a total of 78 screens. One year previ-
ously the number of cinemas had been 23.

During 1999 Finnkino’s most sig-
nificant actions were directed to the com-
pletion and opening of three new multi-
screen cinema complexes. The 14-screen
“Tennis Palace” opened in Helsinki in
February, and was followed in April
by Plevna (10 screens) in Tampere, and
in November by Promenadikeskus (5
screens) in Pori. All three have been de-
signed and built as versatile cinema and
entertainment centres, offering not simply
a state-of-the-art cinema experience but
also restaurant and other services under
the same roof. The Helsinki Tennis Palace
complex (named after the former use of
the building) opened its doors to 1.2 mil-
lion film-goers during its first ten months,
and became the largest multiplex cinema
in Scandinavia.

It is a pleasure to report that aggre-
gate cinema attendances in Finland in-
creased once more, this time by roughly
10%, to reach 7 million. This quite con-
siderable growth was due both to the sup-
ply of good films, in particular the long-
awaited Renaissance of domestic cinema
productions, and to the greater numbers
and improved technical and comfort
standards of the movie theatres. What
makes the growth particularly significant
is that it is measured against a year that
contained the blockbuster Titanic, a film
that gathered more than 1 million viewers
in its own right. The improvement in the

stock of movie theatres was self-evident in
Helsinki and Tampere, where the number
of cinema-goers rose by more than 20%.

With the building of multiscreen
cinemas, the entire Finnkino cinema chain
concept has been updated, with changes
across the board in operating methods,
staff training, and working dress. At the
same time the assortment of items on sale
at cinemas has been given a new look.

Aside from the investment in multi-
screen cinemas, development work during
the year centred on online advance ticket
sales and on modernising the booking sys-
tems to make full use of the new scope
offered by computer applications.

Progress on the video sales and
rental front was encouraging. Once again
video sales grew more than rentals. The
spread of DVD into Finnish households
was also acknowledged in the product as-
sortment, although it still only accounts
for a relatively small share of the overall
market.

For the subtitling subsidiary Inter-
print Oy 1999 was a very significant year,
since a competitor entered the
market, as a result of which
the company’s volume was
halved and the price level in
this branch declined. Owing to
the buoyant mood of the cine-
ma sector as a whole, the
number of copies in circula-
tion during the period never-
theless showed a slight upward
movement. In the course of
the year the company’s opera-
tions and costs were adjusted
to take account of the new
market situation.

Finnkino’s net sales
from Finnish operations in
1999 totalled FIM 229.6 mil-
lion, showing growth on the
previous year of 2.1%. Trading
profit was FIM 9.2 million, up
by 18.0% on 1998. The com-
pany’s gross investments of
FIM 38.7 million were up by
16.6% on the previous year
and focused mainly on the
construction and fitting out of
new multiscreen cinemas, al-

though the figure also includes the pur-
chase of the Estonian subsidiary AS
MPDE.

Finnkino employed an average of
388 persons in Finland over the year
(1998: 361). The company and its subsid-
iaries is headed by Senior Vice President
Timo Manty as CEO.

Finnkino is the market leader in cin-
ema operations in Finland. The year in
review indicated that growth in this sector
is centred on the larger cities, where the
supply has improved as a consequence of
the opening of new multiscreen cinemas.
There is still room for further growth,
since Finland remains well behind other
European countries in terms of the

number of cinema-visits per capita. Finn-
kino’s aim is to develop still further its
network of cinemas by building new mul-
tiplex centres and by improving existing
theatres.
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AS MPDE

MRRE

In May Finnkino expanded its operations
into Estonia through the acquisition of
90% of the Estonian film distribution and
cinema company AS MPDE (Motion Pic-
ture Distribution of Estonia).

In its film distribution operations,
MPDE represents the majority of Ameri-
can movie companies in the Estonian
market, and enjoys roughly a 2/3 share of
the overall film distribution market. The
company carries on film screening opera-
tions with one two-screen cinema in the
Estonian capital Tallinn and a similar out-
let in Tartto. The market share in this case
is rather more than 60%.

In December MPDE signed a pre-
liminary agreement towards the building
of an 11-screen cinema and entertain-
ment centre in downtown Tallinn, the
first multiplex cinema in the Baltic States.

Construction work will get under way in
early 2000 and the new complex is sched-
uled for opening in early spring 2001. In
terms of the use of space and the technical
solutions employed, it will be to the same
high standards as the three cinema & en-
tertainment centres opened in Finland
during 1999.

The company also owns one-third
of the Estonian film subtitling agency Ou
Baltlab.

MPDE recorded net sales for the
period when it was a part of the Rautakirja
Group of FIM 7.5 million, and a trading
profit of FIM 1.7 million. At year’s end
the company employed 71 persons, under
the leadership of minority shareholder and
CEO Aldo Tammsaar.

MPDE'’s aim in the immediate future
is to develop the Estonian cinema market -
with the support and guidance of the Finn-
ish parent company - through a diverse
programme of releases and the latest
screening and auditorium technology.

BALTIC
CINEMA SIA

Iy
gﬁamﬂ .J

Baltic Cinema SIA carries on
film screening and distribu-
tion operations in Latvia.

The overall cinema
market in Latvia developed
favourably over the period re-
viewed here, although it must
be noted that around 90% of
the activity is centred on the
capital, Riga. Baltic Cinema
owns two cinemas in Riga,
each of them with two
screens. There are plans to
open a third cinema in the
early part of this year. At the
same time the search has been
started for a suitable location
to build a multiscreen cinema
centre.

In the course of 1999,

the company paid close attention to staff
training with the development of interna-
tional skills, the use of data applications,
and customer service training for cinema
personnel.

Baltic Cinema recorded net sales of
FIM 11.3 million, an increase on 1998 of
21.0%. Trading profit was up by 59.1% to
FIM 2.4 million. Investments were FIM
0.3 million.

The company employed an average
of 36 persons during the year, exactly the
same figure as in 1998. The company is
managed by CEO Atis Amolins.

EUROSTRADA OY

FEuro®Strada

Taukopaikka

Pizza

Hut

Eurostrada Oy’s operations are divided
into two sectors: Eurostrada service areas
and Pizza Hut restaurants.

Eurostrada service areas offer a
comprehensive range of services for peo-
ple on the move and who need a break. As
a general rule, the facilities are open 24
hours a day. Eurostrada’s service areas
comprise eight café, restaurant and service
station facilities located on busy highways,
and one filling station in an eastern sub-
urb of Helsinki. Eurostrada operates the
facilities in collaboration with a number of
oil companies.

In particular during the early
months of the year, the aggressive compe-
tition on fuel prices that was enjoyed by
motorists in the Greater Helsinki area had
a considerable impact on sales at certain
outlets. The Rajahovi service area at Vaali-
maa on the border with Russia was also
noticeably affected by the decline in cross-
border traffic. Aggregate sales of gasoline
through the Eurostrada service area chain
saw a measurable decrease, but in contrast
sales of diesel were up slightly. Sales of
food were at the previous year’s level.

The year saw more efforts towards
developing the service area concept and



chain-administered operations. There was
also success in the development of menus
and meals services.

Net sales through the service areas
totalled FIM 157.5 million, showing a de-
cline on the previous year of 2.5%. In
spite of this small reduction in sales vol-
ume, the service areas’ result on opera-
tions improved considerably from the
1998 figures.

Eurostrada holds sole rights to the
Pizza Hut franchising agreement in Fin-
land. Operations are based around three
basic concepts: fully-licensed restaurants
with table service, Express outlets selling
pizza slices for snacks, and Take Away
Shops for people who want to take their
pizza home with them.

At the end of the year, there were a
total of 19 Pizza Hut outlets in Finland.
In the course of 1999 one restaurant was
wound up and two new units were
opened at the Helsinki Tennis Palace cin-
ema and entertainment complex and at
Pori’s similar venue, Promenadikeskus.

The year under review was one of
re-examining the strategy of the chain, in
the face of profitability problems and the
fierce competition in the fast-food sector
in Finland. The basic elements of the
chain were developed and refined to meet
the demands of this competitive situation.
In keeping with the new strategic guide-
lines, the criteria for the establishment of
new outlets were tightened up.

The Pizza Hut restaurants posted
net sales of FIM 55.2 million, an increase
of 4.0% on the previous year. However,
neither the growth in turnover nor the re-
sult on operations met the targets set.

Eurostrada Oy recorded net sales of
FIM 212.6 million. This showed a decline
of 0.9% on the previous year, but con-
versely the trading profit grew by 56,5%
to reach FIM 4.5 million. Aggregate in-
vestments by the Eurostrada service areas
and Pizza Hut outlets totalled FIM 7.4
million. Of this, the lion’s share went to
the opening of new restaurants.

Eurostrada employed an average of
623 persons during the year, an increase
on 1998 of 19 persons. The company was
headed by CEO Seppo Soini.

REAL ESTATE

The Finnish real estate market continued
its positive development into 1999, partic-
ularly in growth centres. The division of
the country into growing urban centres
and areas suffering from net migration
outwards was even more pronounced than
in previous years. In particular there were
shortages of prime sites in the downtown
areas of such growth centres. Rents and
selling prices for premises continued their
rise, and there was an increase in capacity
utilisation for commercial premises.

The Real Estate Unit’s operations
are divided between profit-centre opera-
tions and Rautakirja Group corporate ser-
vice unit activities. Profit-centre operations
are carried on both within the parent com-
pany and in the subsidiary P.M. Drockila
Oy. In practice these activities revolve
around rentals of space owned by Rau-
takirja and P.M. Drockila Oy. In the course
of 1999 the result developed favourably
relative to the previous year and the targets
set.

The year also saw the
continuation of sales of office
and commercial space owned
by the Rautakirja Group and
surplus to requirements. Reali-
sations in this area slightly ex-
ceeded the 1998 figure.

In the corporate service
sector of its operations, the
Real Estate Unit supports the
commercial activities of Rau-
takirja Group units through its
holdings of real estate and
shares, and also participates in
the acquisition of premises for

the Group’s various retail
chains.
Gross investments for

1999 totalled FIM 35.3 mil-
lion. The largest item was the
new Promenadikeskus concert
& cinema complex opened in
Pori in November, which is a
joint venture of Finnkino and
the City of Pori. No actual
commercial premises were ac-
quired during 1999 for the use
of Group retail chains.

Of the total figure of some FIM 700
million in real estate assets held by the
Rautakirja Group, roughly 60% were in
use by the Group at year’s end.

During 1999 the Real Estate Unit
employed an average of eight persons. The
unit is led by the P.M. Drockila CEO Jou-
ko Mustonen.
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REPORT ON OPERATIONS 1.1.-31.12.1999

Business environment
According to the latest sales analysis car-
ried out by the Federation of Finnish
Commerce and Trade, it appears that
1999 did not represent as good a year for
growth in the retail and wholesale trade
as had been forecast just over a year ago.
The consumer goods trade was expected
to grow overall at a rate at least equal to
the increase in consumer purchasing
power. This did not happen, however. The
current consumer goods branch, depart-
ment store trade, and speciality goods
trade achieved only an average growth of
around 2.5% in markka-denominated
sales volume. The retail trade as a whole
(excluding motor vehicle sales) grew by
3.0%, and current consumer goods sales
by 2.9%.

This is against a background of an
estimated 4% increase in households’
purchasing power on the year. When this
was paired with very solid consumer con-
fidence in the outlook for the economy,
and no major changes were anticipated in
the level of savings, all the conditions
were present for brisk growth in sales.
The competition for the consumers’ pur-
chasing power is becoming markedly stiff-
er, however, and an increasing share of
the increased buying power is being
steered way from traditional goods pur-
chases. In particular information technol-
ogy and telecoms have tapped into this
available purchasing power. Consumers
have also shown a growing trend of late
towards more expensive investments,
such as property, cars, and boats.

The trend in the kiosk trade broad-
ly follows that of the current consumer
goods sector. In the bookstore trade, sales
are estimated to have grown on the year
by around 3%. Book sales grew more rap-
idly than other items in this branch and
accounted for more than half of total
sales.

Changes in group structure
and other events

The year under review saw Rautakirja

implementing its long-term strategic

plans of forming a solid base for future

growth and an increasingly international

role.

In February Suomalainen Kirja-
kauppa Oy acquired the commercial op-
erations of Pohjalainen Kirjakauppa Oy,
formerly a member of the Info chain of
stores, with the change of ownership tak-

ing effect from 1.4.1999. In practical
terms this meant that Suomalainen Kirja-
kauppa took over in Oulu Finland’s oldest
bookstore still in operation, and the larg-
est privately-owned sales outlet in this
branch in terms of turnover.

In the early months of the year Rau-
takirja Oyj acquired a 21.1% holding in
Jokerit HC Oyj, and thus the Jokerit HC
Oyj became an affiliate of Rautakirja. This
holding continues the Rautakirja Group’s
strong commitment to commercial opera-
tions in the entertainment and leisure-
time sector.

With the acquisition by the Rau-
takirja Oyj subsidiary Suomalainen Kirja-
kauppa Oy of a number of individual
bookstores in recent years, one effect of
these purchases has been to acquire
shares in Kirjavalitys Oy. In April the
Rautakirja Group’s holding in this com-
pany exceeded the 20% threshold, and
Kirjavalitys Oy thus became an affiliated
company of the Rautakirja Group.

Also in April, Rautakirja Oyj
launched a cooperative venture in Latvia
with Narvesen ASA, a large Norwegian
listed company, involving kiosk and cos-
metics retail trade and café operations.
Narvesen Baltija SIA owns 12 kiosks,
three cosmetics outlets and two cafés in
Riga. The company is jointly-owned by
Narvesen (55%), Rautakirja (35%), and
the Norwegian-Latvian company Lins-
tow-Varner (10%).

In May Finnkino Oy purchased
90% of the leading Estonian film distri-
bution and cinema company AS MPDE
(Motion Picture Distribution of Estonia).
The company has cinemas in Tallinn and
in Tartto. In December the company
signed a contract to build the first multi-
plex cinema in the Baltic States. The ag-
gregate value of the investment in this 11-
screen cinema and entertainment com-
plex in Tallinn is EEK 160 million.

In the course of the year Finnkino
Oy opened its first three multiscreen cin-
emas. The 14-screen cinema and enter-
tainment centre at Helsinki’s former Ten-
nis Palace was opened in February, the
10-screen Plevna Cinema in Tampere
opened in April, and November saw the
opening of a 5-screen concert and cinema
complex - Promenadikeskus - in Pori.

At the beginning of May Werner
Sdderstrom Osakeyhtid, Sanoma Corpo-
ration, Helsinki Media Company Oy, and
Oy Devarda Ab fused their operations by

the formation of a new company named
Sanoma-WSOY Oyj. The combined own-
ership in Rautakirja Oyj of Sanoma-
WSOY Oyj’s subsidiaries Sanoma Corpo-
ration and Werner Sodderstrom Osake-
yhti6 at the time of the fusion of the com-
mercial operations of the two companies
was 54.74% of the voting rights and
54.66% of the shares. Hence from May
1, 1999 Rautakirja Oyj became a subsidi-
ary of the new company Sanoma-WSOY
Oyj.

In September Suomalainen Kirja-
kauppa Oy opened its online bookstore
(www.suomalainen.com), with Finland’s
largest selection of domestic titles. The
online store will be expanded in the early
months of the current year to include
English-language titles and newspaper &
magazine subscriptions.

In October Rautakirja Oyj acquired
80% of Veikkausrasti, the country’s lead-
ing retail chain specialising solely in gam-
ing products. The purchase further
strengthened Rautakirja’s hand as Fin-
land’s largest outlet for betting products,
and increased its market share of
Veikkaus-operated games by 6%-points to
roughly 43%.

Towards the end of October, Rau-
takirja Oyj’s subsidiary Lehti-Maja Eesti
AS bought two major kiosk chains in Es-
tonia. As a result of the deal the number
of R-Kiosks in Estonia almost doubled to
nearly 200. At the same time Rautakirja
established a press distribution company
with Estonia’s largest newspaper publish-
er AS Ekspress Grupp. The new company,
AS Lehepunkt, handles deliveries on be-
half of the large domestic and foreign
print publishers to more than 800 outlets
throughout Estonia.

In the last quarter of 1999, Rau-
takirja Oyj acquired a 10% stake in the
Norwegian listed company Narvesen
ASA. Following the stock purchases, Rau-
takirja became Narvesen’s second-largest
shareholder. Narvesen is listed on the
Oslo Stock Exchange and is active in
Norway, Sweden, and Denmark in much
the same areas of commercial operations
as Rautakirja, namely chain-administered
kiosks and convenience stores, wholesale
press distribution, and speciality retailing
and restaurant operations.

Turnover and net sales
Total Group sales, including com-
mission sales but before the addition of



indirect taxes, rose by 1.5% from the
1998 level to stand at FIM 5,882 million.
Group net sales (which includes commis-
sion sales - lottery tickets, pools betting
coupons, and bus tickets - only in respect
of the commission paid) stood at FIM
3,478.3 million, up by 1.6% from the pre-
vious year. The figures for 1998 in both
cases include Tukkutiimi net sales in re-
spect of the period when the company
was still a part of the Rautakirja Group. If
this is eliminated, the adjusted compara-
tive net sales growth figure was 3.7%.
When account is further taken of corpo-
rate acquisitions made during the course
of 1999, the adjusted year-on-year growth
was 2.3%.

As in the retail trade as a whole,
Rautakirja’s sales for the first half of the
year fell short of the targets set. Towards
year’s end and over the Christmas period
in particular, some of the ground was
made up, but the net sales figure for the
year did not quite measure up to the
hoped-for level.

Net sales by the Kiosk Division in
Finland grew by slightly less than 1% to
FIM 1,686.1 million. The number of out-
lets was 729. The markedly weaker devel-
opment in sales of Veikkaus gaming items
was also reflected in R-Kiosk sales. Other
sales, meanwhile, developed more or less
in line with the general trend on the cur-
rent consumer goods front. Net sales by
the Veikkausrasti chain of gaming prod-
ucts outlets totalled FIM 16.2 million for
the two months in which the company
was a part of the Rautakirja Group.

The vigorous development of the
R-Kiosk concept continued throughout
the year. Average kiosk size grew and the
assortment of products and services was
further expanded. In the fall Rautakirja

and the Leonia Bank launched a pilot
project to assess whether banking facili-
ties might be a suitable addition to the R-
Kiosk range of services. November also
saw the launching of an experimental
venture in the Greater Helsinki area fea-
turing Internet access terminals in select-
ed kiosks. This spring will bring a new
breakthrough with the launching of an in-
kiosk system to satisfy the logistics needs
of e-commerce and mail order customers.

Across the Gulf of Finland in Esto-
nia the R-Kiosks enjoyed a second suc-
cessive year of brisk growth. Net sales
were up by nearly 30% to reach FIM 53.2
million. The impact of the new commer-
cial operations acquired during the year
was around FIM 5 million over two
months. It is estimated that the net sales
figure for Estonian kiosk operations will
almost double in the course of the current
year.

The Press Distribution Division
(responsible for Lehtipiste wholesale
newspaper and magazine sales) posted
net sales of FIM 847.0 million, up by
more than 5% on 1998. The most power-
ful growth was noted in newspaper sales,
which were up by nearly 7%. Measured in
terms of the net sales value, newspaper
and magazine sales were roughly equal.
Traditional magazine categories such as
women’s magazines and general interest
journals showed good progress. The for-
ward movement on the newspaper front
was fuelled above all by increased sales of
evening papers.

Net sales by Suomalainen Kirja-
kauppa grew by 5.9% and broke through
the FIM 600 million barrier to reach FIM
602.5 million. The purchase in the spring
of Pohjalainen Kirjakauppa in Oulu ac-
counted for around half of this percentage

Turnover and net sales by trading sector

1999
FIM

1998 Change
FIM %

(FIM/EUR million)

1999
EUR
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Net sales by country, FIM million

1999 1998 Change

%

Finland  3,406.2 3,361.4 1.3
Estonia 60.8 41.5 46.5
Latvia 11.3 9.4 21.0

Other - 10.7

Total 3,478.3 3,422.9 1.6

1998
EUR

Kiosk Division
Press Distribution
Division
Bookstore Division

Movie Theatre Division

Restaurant Division
Other Operations
Internal Sales

1,755.5

847.0
602.5
248.5
212.6

-187.9

1,717.5

805.1
568.7
243.9
214.5
70.3
-197.1

2.2

295.3

142.5
101.3
41.8
35.8

-31.6

288.9

135.4
95.6
41.0
36.1
11.8

-33.1

Total Group net sales

Commission sales

3,478.3
2,403,5

3,422.9
2,370.8

585.0
404.2

575.7
398.7

Group sales less tax

5,881.7

5,793.8

989.2

974.4
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Profit, FIM million
before extraordinary items
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increase. The strongest growth was re-
corded in reading matter, which was the
object of a number of marketing cam-
paigns, and in newspaper and magazine
subscriptions. By contrast, the year saw an
end to the impressive growth observed in
CD-ROM products in recent years. The
online bookstore opened in September
has not yet had any significant impact on
company sales. The effects of the invest-
ments in this particular sector are expect-
ed to be felt over the next couple of years.

In the field of cinema operations,
Finnkino Oy’s investments in multiscreen
cinemas produced results in excess even of
the most optimistic forecasts. Revenue
from domestic film screening operations
grew by more than 10% on the previous
year. This was a particularly satisfying re-
sult when account is taken of the fact that
the new cinema complexes were in opera-
tion only for a part of the year and when
the comparison year of 1998 contained
the greatest cinema blockbuster of all
time, Titanic. On the other hand, the com-
pany’s overall turnover was reduced by the
winding-up of distribution of certain film
and video lines.

The investment in the building of
new multiscreen cinema and entertain-
ment centres will be continued in both
Finland and the Baltic States.

Rautakirja’s restaurant trade activi-
ties are represented in the work of the sub-
sidiary Eurostrada Oy. The company’s op-
erations are divided among two specific
sectors: Eurostrada service areas and Piz-
za Hut restaurants.

Among the service areas, the year
under review was a period of development
of the strategic concept and chain opera-
tions. The often fierce regional competi-
tion in fuel prices had a significant impact

Trading profit by trading sector

on sales. Reductions in gasoline sales at a
few outlets led to a situation in which the
entire company’s net sales fell by roughly
1% on the previous year. This had no real
effect on profitability, however. Other
sales at the service areas developed fa-
vourably.

Net sales through the Pizza Hut
chain increased by 4.0% on the 1998 fig-
ures. The development was not up to the
targets set for operations. Further devel-
opment of the Pizza Hut concept will be a
focus of investment in the year ahead.

Financial performance
When the initial signals came in to the ef-
fect that Rautakirja’s sales for the first
months of the year would fall short of the
targets set, a broad range of cost-saving
measures were introduced. Similarly, later
in the autumn the Group companies
stepped up and refocused their sales and
marketing campaigns. The cost-saving tar-
gets were met and even exceeded. When
sales also picked up in the last four
months of 1999 to outpace our scaled-
back estimates by year’s end, the result on
the year was in fact clearly better than had
been forecast, and exceeded the annual
targets. The Group’s trading profit for the
financial year of FIM 198.5 million was
8.6% higher than in 1998. All trading di-
visions improved their results from the
previous year.

The Kiosk Division’s Finnish opera-
tions posted a slightly better result from
that in 1998. It was possible to cut back
the growth in costs almost entirely
through a variety of measures implement-
ed during the year. The Veikkausrasti
chain, acquired in late October, did not
have any material effect on the result for
the year. Estonian operations continued to

1999 1998 Change 1999 1998
(FIM/EUR million) FIM FIM % EUR EUR
Kiosk Division 73.3 70.4 4.1 12.3 11.8
Press Distribution
Division 53.1 49.4 7.4 8.9 8.3
Bookstore Division 27.8 23.9 16.3 4.7 4.0
Movie Theatre Division 11.4 8.2 39.5 1.9 1.4
Restaurant Division 4.5 2.9 56.5 0.8 0.5
Other Operations - 1.5 - - 0.3
Real Estate 28.4 26.4 7.5 4.8 4.4
Group Total 198.5 182.8 8.6 33.4 30.7



trade at a loss, but produced a substantial-
ly better performance than in 1998, de-
spite the incidental costs involved in tak-
ing on new commercial interests.

As a result of the positive trend in
sales, the Press Distribution Division fur-
ther improved its profitability. The result
on the year was good. Not all of the bene-
fits of the renovated newspaper despatch-
ing depot were realised in the first full
year of operations.

The growth observed in Bookstore
Division sales, coupled with a favourable
change in the structure of sales, led to a
further strengthening of the result over the
previous year’s figures. Measured at the
trading profit level, the result was 16% up
on 1998. Suomalainen Kirjakauppa un-
derwent a very rigorous programme of
streamlining its operations, and at the
same time invested in the development of
e-commerce functions.

The previously-mentioned invest-
ments in multiscreen cinemas in Finland
also showed up in improved profit figures
posted by Finnkino, in spite of all the one-
time costs involved in launching the new
venues. The shift of emphasis in opera-
tions from distribution of films and videos
into cinema operations has improved the
relative level of profitability within the
company. However, a substantial stiffen-
ing of competition in the field of film sub-
titling prompted a drop in the subsidiary
Interprint Oy’s profits from earlier years.
Operations in the Baltic States, both in
Estonia and in Latvia, continued to pro-
duce sound results.

Taken as a whole, the result posted
by restaurant operations improved. Serv-
ice areas traded more profitably than in
1998, in spite of a slight fall in the net
sales figure. The reasons behind the im-

provement were savings in operating costs,
as in other Group profit-centres, together
with some favourable changes in the
structure of sales. Pizza Hut’s result was
once again unsatisfactory and fell away
slightly from the previous year.

Rautakirja’s Real Estate operations
showed a slightly improved performance
on the year. A little more than half of the
unit’s rental income is currently derived
from internal rentals within the Group it-
self.

The high level of Group capital in-
vestment during the year was reflected in
a reduction of funds for re-investment. A
part of the liquid funds at the Group’s dis-
posal have been invested in securities in
Finland and on other European stock ex-
changes. The strong surge in stock prices
towards the end of the year increased the
net surplus of financial items to FIM 26.0
million, which was 22.2% up on the previ-
ous year. In addition there were unrealised
profits of rather more than FIM 10 mil-
lion.

The Group result before extraordi-
nary items stood at FIM 221.1 million,
and was the highest figure ever recorded
in the 90-year history of the company. In
the previous year, extraordinary income to
a total of FIM 190 million accrued from
the sale of Tukkutiimi Oy. No such profit
items emerged in 1999. The return on
capital invested was 17.4%, or almost ex-
actly at the level of the previous year.

Earnings per share were FIM 23.83,
as against FIM 21.98 at the end of 1998,
and equity/share improved to FIM 195.96
from FIM 187.59.

Investments

Aggregate Group investments were FIM
429 million, increasing from FIM 188

Gross investments by trading sector

Return on capital invested, %
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1995 1996 1997 1998 1999

1999 1998 1999 1998
(FIM/EUR million) FIM FIM EUR EUR
Kiosk Division 102.9 63.1 17.3 10.6
Press Distribution
Division 3.9 9.0 0.7 1.5
Bookstore Division 24.2 36.2 4.1 6.1
Movie Theatre Division  44.5 33.8 7.5 5.7
Restaurant Division 7.4 17.2 1.2 2.9
Other Operations 207.5 0.9 34.9 0.2
Real Estate 35.3 19.7 5.9 3.3
Administrative Services 2.9 8.1 0.5 1.4
Group Total 428.6 188.0 72.1 31.6
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Personnel by
country, 31.12.

1999 1998 Change

%

Finland 4,770 4,419 7.9
Estonia 566 308 83.8
Latvia 42 36 16.7
Total 5,378 4,763 12.9

million in 1998. The most significant indi-
vidual items were FIM 160 million to the
purchase of a 10% holding in shares of
Narvesen ASA, FIM 42 million for shares
in Jokerit HC Oyj, and the acquisitions by
Suomalainen Kirjakauppa and Finnkino,
together with Kiosk Division purchases in
Finland and Estonia.

In the Kiosk Division, the year also
saw the conclusion of a three-year project
of considerable size involving investments
in chain-wide data systems upgrades and
cash terminals, sales monitoring, and lo-
gistics applications.

In the last two years, a total of
around FIM 70 million has been invested
in multiscreen cinema complexes in Fin-
land, with some FIM 40 million of this
deployed during 1999. In Helsinki and
Tampere the actual premises are owned
outside the Group, while in Pori the real
estate investments on the new concert and
cinema centre have been made in collabo-
ration with the City of Pori.

Financing

In spite of the high level of investment
over the past 12 months, the Group’s fi-
nancial position remained extremely
strong. Interest-bearing liabilities are neg-
ligible, and Group liquid funds at the end
of the period totalled FIM 341.7 million.

The ratio of equity to total assets
was 63.4%, where it had been slightly
higher in 1998 at 64.9%. Gearing was
negative at -23.3%.

At year’s end the financing unit had
at its disposal funds totalling FIM 273
million, of which roughly FIM 31 million
were invested in securities and the remain-
der in interest-bearing deposits.

Share capital

Rautakirja Oyj’s share capital at the end of
1999 was FIM 129.6 million, and the
nominal value of shares is FIM 20. There
are a total of 5.4 million Series A shares
and 1.08 million Series B shares. Series A
and Series B shares differ from one anoth-
er only in terms of the voting rights they
bear - Series A shares carry 20 votes and
Series B shares 1 vote at the Annual Gen-
eral Meeting. There were no changes in
share capital during the period under re-
view here.

At the end of the period, the Super-
visory Board had no existing mandate for
an increase in the share capital or for the
taking out of convertible debentures or
option loans.

Shares and shareholders
There were no significant changes in the
holdings of Rautakirja’s largest sharehold-
ers in the course of 1999. After the end of
the financial year, on January 5, 2000,
Kesko Oyj announced that it had acquired
647,250 Series A shares, representing a
holding of 9.99% of the share capital and
11.87% of the voting rights. In terms of
voting rights, Kesko Oyj thus became
Rautakirja’s third-largest shareholder. The
shares in question were sold primarily by
Otava Publishing Company, which surren-
dered almost its entire holding in Rau-
takirja.

At the end of 1999, Rautakirja Oyj
had 758 shareholders.

Proposal for the distribution
of dividends

The Supervisory Board of Rautakirja Oyj

has resolved to recommend to the Annual

General Meeting of April 13, 2000 that a

dividend be issued for 1999 of FIM 11.00/

Average personnel numbers by trading sector

1999 1998 Change %
Kiosk Division 2,924 2,833 3.2
Press Distribution Division 223 209 6.7
Bookstore Division 692 660 4.8
Movie Theatre Division 472 397 18.9
Restaurant Division 623 604 3.1
Other Operations - 187 _
Real Estate 8 8
Administrative Services 64 72 -11.1
Group Total 5,006 4,970 0.7



share on Series A and Series B shares. In
the previous year, the dividend paid was
FIM 15.50/share, of which FIM 12.00/
share was paid on the basis of the operat-
ing result and a further dividend of FIM
3.50/share on the profits accruing from
the sale of Tukkutiimi. The Supervisory
Board further proposes that the record
date for the dividend payment shall be
April 18, 2000, and that the dividend pay-
ment date shall be April 27, 2000.

Personnel and organisation
The average number of persons employed
by the Rautakirja Group during the year
increased by 36 from 1998 to 5,006 per-
sons. The increase was attributable largely
to corporate acquisitions in the Baltic
States and to the purchase of the Veik-
kausrasti chain. A total of 608 persons
were employed by Group units and sub-
sidiaries operating abroad.

The parent company employed an
average of 2,825 persons during the year,
42 more than in 1998.

Within the Group, incentive profit-
sharing schemes are applied with a view to
rewarding performances by individuals
and small groups in excess of the annual
targets set. The entire permanent staff
comes within the sphere of these schemes.
Such payments totalled FIM 14 million in
1999, and were at roughly the level of the
previous year.

In the early summer an in-house
morale and atmosphere study was carried
out among the roughly 500 employees at
the Rautakirja head office, the results of
which indicated that there had been im-
provements on all fronts since a similar
survey was carried out two years previous-
ly. The findings of the study were extreme-
ly positive when set alongside comparison

groups supplied by the makers of the re-
search.

Rautakirja and 2000

Steps were taken from as early as 1997
onwards to bring Rautakirja into shape for
the new millennium. Sound advance plan-
ning and testing of commercial and finan-
cial applications meant that whenY2K ar-
rived it did not present any significant in-
formation technology problems that might
have hindered operations in any part of
the Group.

Euro

Rautakirja will be introducing the Euro as
the company’s reporting and bookkeeping
currency from 1.1.2002. The bulk of the
company’s commercial operations will
continue to be denominated in Finnish
markka until the end of fiscal year 2001.

The introduction of the Euro will
involve substantial additional costs in
pricing, in training programmes, and in
the renewal of data systems. In part
the group made preparations for these
changes during the course of the year un-
der review, but the greater share of the
work will take place in 2000 and 2001.
Applying the published cost-projections
issued by the Federation of Finnish Com-
merce and Trade, it is estimated that the
costs incurred by Rautakirja in the curren-
cy changeover will be of the order of FIM
15 million.

Outlook for 2000 and beyond
There is general understanding in the
trade sector that the current period will
mark a seventh successive year of growth.
The growth is nonetheless not expected to
be as rapid as that enjoyed in the last years
of the previous decade. Private consump-

tion is estimated to grow by around 4.0-
4.5%, and retail sales by 3-4%.

The strong financial position of the
Rautakirja Group and the presence of ad-
equate liquid funds provide the conditions
for aggressive investment. The achieve-
ment of growth is a central aim in addi-
tion to the maintenance of a good level of
profitability. Growth will be sought both
in basic operations and in the exploration
of new areas. Particular interest is being
paid to commercial operations based upon
leisure-time pursuits, complementing the
Group’s cinema and restaurant activities.
The emphasis in foreign expansion will be
in both the kiosk- and press distribution
trade and in cinema operations. Group net
sales are forecast to rise during 2000 by
rather more than 6% to nearly FIM 3,700
million. The result on operations is ex-
pected to match the level of the previous
year.

19



INCOME STATEMENT

Group income statement, 1.1.-31.12.1999

(FIM million/EUR million) i i EUR EUR
Net sales 3,478.3 3,422.9 585.0 575.7
Other income from operations 89.4 82.4 15.0 13.9
Material and services 2,482.2 2,426.5 417.5 408.1
Personnel costs 504.3 507.2 84.8 85.3
Depreciation and undervaluation 93.3 86.0 15.7 14.5
Other operating expenditure 289.4 302.8 48.7 50.9
Trading profit 198.5 182.8 33.4 30.7
Financial items (net) 22.6 21.2 3.8 3.6
Profit before extraordinary items 221.1 204.0 37.2 34.3
Extraordinary income/expenditure - 190.0 - 32.0
Profit before taxes 221.1 394.0 37.2 66.3
Taxes -66.3 -110.8 -11.2 -18.6
Minority interest -0.3 0.0 -0.1 0.0

Profit for the period 154.4 283.2 26.0 47.6




BALANCE SHEET
Group balance sheet at 31.12.1999
(FIM million/EUR million) o &1 EUR EUR
ASSETS
Fixed assets and other long-term expenditure
Intangible assets 177.3 134.8 29.8 22.7
Goodwill 50.2 29.4 8.4 4.9
Fixed assets 371.0 325.3 62.4 54.7
Investments 661.9 451.1 111.3 75.9
Total fixed assets 1,260.4 940.5 212.0 158.2
Current assets
Inventories 215.9 197.3 36.3 33.2
Short-term receivables 2115 175.3 35.6 29.5
Bonds & securities and other short-term deposits 255.5 495.4 43.0 83.3
Cash and bank 86.2 79.5 14.5 13.4
Total current assets 769.1 947.6 129.4 159.4
2,029.5 1,888.1 341.3 317.6
SHAREHOLDERS” EQUITY AND LIABILITIES
Shareholders” equity
Share capital 129.6 129.6 21.8 21.8
Contingency fund 2.0 2.0 0.3 0.3
Other funds 42.9 42.9 7.2 7.2
Retained earnings 940.9 757.9 158.3 127.5
Profit for the period 154.4 283.2 26.0 47.6
Total shareholders” equity 1,269.8 1,215.6 213.6 204.4
Minority interest 6.8 1.6 1.1 0.3
Obligatory reserves 9.8 11.8 1.7 2.0
Liabilities
Calculated tax liability 44.3 51.2 7.4 8.6
Long-term liabilities 33.1 28.6 5.6 4.8
Current liabilities 665.7 579.3 112.0 97.4
Total liabilities 743.0 659.0 125.0 110.8
2,029.5 1,888.1 341.3 317.6

21



22

GROUP PERFORMANCE

INDICATORS

FIM EUR
1999 1998 1997 1996 1995 1999 1998 1997 1996 1995
Net sales,
FIM million/EUR million 3,478.3 3,422.9 3,407.7 3,237.2 3,281.4 585.0 575.7 573.1 5445 551.9
Change, % 1.6 0.4 5.3 -1.4 7.3 1.6 0.4 5.3 -1.4 7.3
Trading profit,
FIM million/EUR million 1985 182.8 211.0 197.6 1849 33.4 30.7 35.5 33.2 311
As % of Net sales 5.7 5.3 6.2 6.1 5.6 5.7 5.3 6.2 6.1 5.6
Profit before extraordinary
items, FIM million/
EUR million 2211 2040 2209 2148 1953 37.2 34.3 37.2 36.1 32.8
As % of Net sales 6.4 6.0 6.5 6.6 6.0 6.4 6.0 6.5 6.6 6.0
Profit before taxes,
FIM million/EUR million 2211 3940 2131 2340 1953 37.2 66.3 35.8 39.4 32.8
As % of Net sales 6.4 11.5 6.3 7.2 6.0 6.4 11.5 6.3 7.2 6.0
Balance Sheet total,
FIM million/EUR million 2,029.5 1,888.1 1,719.2 1,712.9 1,8429 341.3 3176 289.1 288.1 310.0
Fixed assets & other
long-term expenditure 1,260.4 9405 9134 860.8 871.6 212.0 158.2 153.6 1448 146.6
Inventories and
financial assets
Inventories 2159 197.3 2985 267.3 285.0 36.3 33.2 50.2 45.0 47.9
Receivables 2115 1753 1985 216.7 2614 35.6 29.5 33.4 36.4 44.0
Bonds and securities,
cash & bank 3417 5749 308.8 368.1 424.9 57.5 96.7 51.9 61.9 71.5
Equity 1,269.8 1,215.6 1,016.9 942.8 839.8 2136 2044 1710 158.6 141.2
Minority interest 6.8 1.6 15 15 1.7 11 0.3 0.3 0.3 0.3
Obligatory reserves 9.8 11.8 - - - 1.7 2.0 - - -
Calculated tax liability 443 51.2 65.5 77.1 84.9 7.4 8.6 11.0 13.0 14.3
Long-term liabilities 33.1 28.6 342 1233 1964 5.6 4.8 5.8 20.7 33.0
Current liabilities 665.7 579.3 601.1 568.1 720.2 112.0 97.4 101.1 95.5 121.1
Interest-bearing liabilities 447 375 82.1 1845 263.6 7.5 6.3 13.8 31.0 44.3
Non interest-bearing
liabilities 708.2 6334 6187 584.0 7378 119.1 1065 104.1 98.2 124.1
Return on equity, % 12.4 12.7 16.0 17.2 16.4 12.4 12.7 16.0 17.2 16.4
Return on capital invested, % 17.4 17.5 20.3 20.4 19.3 17.4 17.5 20.3 20.4 19.3
Gearing ratio, % -23.3 442 -223 -194  -19.2 -233 -442 -223 -194 -19.2
Current ratio 1.2 1.6 1.3 15 1.3 1.2 1.6 1.3 15 1.3
Gross investments,
FIM million/EUR million 428.6 188.0 138.6 72.8 81.7 72.1 31.6 23.3 12.2 13.7
As % of Net sales 12.3 55 4.1 2.3 25 12.3 5.5 4.1 2.3 25
Personnel (average) 5,006 4,970 5,038 4,760 4,680 5,006 4,970 5,038 4,760 4,680
Adjusted to full-time
contracts by hours worked 3,631 3,652 3,634 3,439 3,397 3,631 3,652 3,634 3,439 3,397




SHARES AND SHAREHOLDERS

Share capital and shares
Rautakirja Oyj’s share capital is FIM
129,600,000, and the nominal value of
shares is FIM 20. There are a total of
5,400,000 Series A shares, and 1,080,000
Series B shares. Series A and Series B
shares differ from one another in terms of
the voting rights they carry - Series A
shares carry 20 votes and Series B shares
1 vote at the Annual General Meeting.
The two series of shares entitle the bearer
to equal rights to dividends.

Rautakirja’s shares are traded on the
Main List on the Helsinki Stock Ex-
change. The lot size in each series is 50
shares.

Institutions of one kind or another
owned 98.0% (1998: 98.0%) of the share
capital at year’s end, with private individ-
uals owning 1.9% (1.8%), and nominee-
registered shares accounting for 0.1%
(0.2%).

Development of share prices

On the Helsinki Stock Exchange 1999 was
a year for technology stocks. In particular
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towards the end of the period, the prices
for datacomms and electronics stocks rose
dramatically. In the course of the year as a
whole the HEX Index rose 167% and the
weighted Portfolio Index by 71.8%.
Prices for Rautakirja Oyj Series A
shares, which began 1999 at EUR 65.26,
slipped by year’s end to EUR 53.00, a fall
of 18.8% on the period. The price for Se-
ries B shares rose from EUR 48.77 to
EUR 52.50, an improvement of 7.6%.
The lowest price recorded for Series A
shares was EUR 42, and the high on the
year was EUR 68. Series B shares posted
a low of EUR 46 and a high of EUR 62.
The market value of Rautakirja’s
share capital at December 31, 1999 was
EUR 342.9 million. The corresponding
figure for 1998 was EUR 405.1 million.
Turnover in Series A shares totalled
169,879 shares to a value of EUR 9.1 mil-
lion, as against 1998 figures of 245,626
shares and EUR 16.7 million. The decline
in activity was more pronounced in the
case of Series B shares, with 11,737 shares
changing hands to a value of EUR 0.6
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million, compared with 53,878 shares and
EUR 3.6 million in the previous period.

Rules on insider trading
New rules on insider trading in accord-
ance with the Securities Market Act came
into force in the Rautakirja Group from
1.3.2000.

Ownership by Supervisory
Board members and CEO
At 31.12.1999, members of the Supervi-
sory Board and the CEO owned a total
of 510 Rautakirja shares, representing
0.0079% of shares and 0.0005% of voting

rights.
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INFORMATION ON SHAREHOLDERS

Largest shareholders according to the Share Register at 31.1.2000

Series A Series B % %
holding voting rights
Werner Sdderstrom Corporation 1,690,256 365,574 31.73 31.33
Sanoma Corporation 1,266,182 220,067 22.94 23.42
Kesko Corporation 647,250 — 9.99 11.87
Oy Karl Fazer Ab 581,171 93,856 10.42 10.74
Pohjola Group Insurance Corporation 264,000 — 4.07 4.84
Pohjola Non-Life Insurance Company 264,000 — 4.07 4.84
Suomi Mutual Life Insurance Company 150,000 — 2.31 2.75
Ilmarinen Pension Insurance 93,000 30,200 1.90 1.73
Finnish Literature Sosiety 72,545 19,609 1.42 1.35
Municipalities” Pension Insurance 70,000 52,920 1.90 1.33
Ten largest shareholders, total 5,098,404 782,226 90.75 94.20
Nominee-registered shares 200 8,900 0.14 0.01
Other shareholders, total 301,109 288,746 9.10 5.78
Shares not yet transferred to book entry system 287 128 0.01 0.01
Total 5,400,000 1,080,000 100.00 100.00
On 31.1.2000 there were 769 registered shareholders.
Breakdown of share ownership at 31.1.2000
SERIES A SERIES B

number of % of all total % of all number of % of all total % of all

shareholders shareholders shares held shares shareholders shareholders shares held shares
Private companies 44 8.40 4,222,877 78.20 45 9.19 706,044 65.38
Public companies 2 0.38 13,910 0.26 1 0.20 1,872 0.17
Financial and insurance institutions 15 2.86 789,146 14.61 9 1.84 144,825 13.41
Public institutions 8 1.53 215,680 3.99 6 1.22 119,744 11.09
Non-profit-making bodies 9 1.72 87,350 1.62 13 2.65 52,219 4.84
Households 445 84.92 70,539 1.31 416 84.90 46,268 4.28
Foreign shareholders 1 0.19 11 0.00 - - - -
Nominee-registered 200 0.00 8,900 0.82
Ownership of shares by size of holding at 31.1.2000

SERIES A SERIES B

number of % of all total % of all number of % of all total % of all
number of shares shareholders shareholders shares held shares shareholders shareholders  shares held shares
1-100 381 72.57 16,869 0.31 356 72.51 9,842 0.91
101 - 1,000 98 18.67 32,603 0.60 97 19.76 34,603 3.20
1,001 - 10,000 28 5.33 99,566 1.84 27 5.50 89,163 8.26
10,001 - 100,000 11 2.10 387,816 7.18 9 1.83 360,623 33.39
100,001 - 7 1.33 4,862,859 90.05 2 0.41 585,641 54.23




SHARES - STATISTICS AND

INDICATORS

FIM EUR
1999 1998 1997 1996 1995 1999 1998 1997 1996 1995

Earnings / share, FIM/ EUR  23.83 21.98 24.23 23.76 20.24 4.01 3.70 4.08 4.00 3.40

Equity / share, FIM / EUR 195.96 187.59 156.92 14550 129.60 32.96 31.55 26.39 24.47 21.80

Nominal dividend / share,

FIM / EUR
Series A 11.00*) 1550 12,50 12.00 10.00 1.85*) 261 2.10 2.02 1.68
Series B 11.00*) 1550 12,50 12.00 10.00 1.85*) 261 2.10 2.02 1.68

Dividend / earnings, % 46.2 70.5 51.6 50.5 49.4 46.2 70.5 51.6 50.5 49.4

Effective dividend yield

(year-end), %

Series A 3.5 4.0 3.2 3.9 4.3 3.5 4.0 3.2 3.9 4.3
Series B 3.5 5.3 3.5 3.9 5.1 3.5 5.3 3.5 3.9 5.1

P/E ratio
Series A 13.2 17.6 16.1 13.1 11.4 13.2 17.6 16.1 13.1 11.4
Series B 13.1 13.2 14.9 12.8 9.7 13.1 13.2 14.9 12.8 9.7

Share performance, FIM / EUR
Series A

Year average 318.63 403.53 416.83 260.04 190.67 53.59 67.87 70.11 43.74 32.07
Low 249.72 330.00 310.00 215.00 166.00 42.00 55.50 52.14 36.16 27.92
High 404.31 420.00 456.70 325.00 230.00 68.00 70.64 76.81 54.66 38.68
Year-end price 315.12 388.00 390.00 311.00 230.00 53.00 65.26 65.59 52.31 38.68
Series B
Year average 304.02 395.10 398.24 237.20 183.04 51.13 66.45 66.98 39.89 30.79
Low 273.50 280.00 315.00 197.00 160.00 46.00 47.09 52.98 33.13 26.91
High 368.64 420.00 440.00 310.00 210.00 62.00 70.64 74.00 52.14 35.32
Year-end price 312.15 290.00 360.00 305.00 196.00 52.50 48.77 60.55 51.30 32.96

Market value of shares,

FIM million / EUR million 2,039 2,408 2,495 2,009 1,454 343 405 420 338 245
Series A 1,702 2,095 2,106 1,679 1,242 286 352 354 282 209
Series B 337 313 389 329 212 57 53 65 55 36

Trading in shares
Series A 169,879 245,626 442,202 9,286 28,166 169,879 245,626 442,202 9,286 28,166
Series A, % 3.1 4.5 8.2 0.2 0.5 3.1 4.5 8.2 0.2 0.5
Series B 11,737 53,878 174,558 160,040 180,298 11,737 53,878 174,558 160,040 180,298
Series B, % 1.1 5.0 16.2 14.8 16.7 1.1 5.0 16.2 14.8 16.7

Number of shares (million) **) 6.48 6.48 6.48 6.48 6.48 6.48 6.48 6.48 6.48 6.48
Series A (20 votes) 5.40 5.40 5.40 5.40 5.40 5.40 5.40 5.40 5.40 5.40
Series B (1 vote) 1.08 1.08 1.08 1.08 1.08 1.08 1.08 1.08 1.08 1.08

Number of shareholders

at 31.12. 758 744 741 770 845 758 744 741 770 845

Share capital,

FIM million / EUR million 129.6 129.6 129.6 129.6 129.6 21.8 21.8 21.8 21.8 21.8
Series A 108.0 108.0 108.0 108.0 108.0 18.2 18.2 18.2 18.2 18.2
Series B 21.6 21.6 21.6 21.6 21.6 3.6 3.6 3.6 3.6 3.6

*) Proposal by Supervisory Board.

**) There were no stock issues between 1995 - 1999.
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Personnel numbers
and structure

At the end of 1999, the Rautakirja Group
employed a total of 5,378 persons, an in-
crease of 615 on the figure for December
1998. The growth in payroll numbers was
largely attributable to the corporate acqui-
sitions made during the year. In Finland
the Veikkausrasti chain joined the Kiosk
Division from November, while in Estonia
the Group expanded through the purchase
in May of a film screening and distribu-
tion company, and in November the
number of R-Kiosks in Estonia was al-
most doubled as a result of company pur-
chases. The number of persons working
for Group units and subsidiaries abroad
increased considerably, and accounted for
608 persons or 11% of the overall total by
the end of the year. This was a rise of 264
on the 1998 figures. There was also a slow
but steady increase in the numbers em-
ployed by the Group’s basic commercial
operations inside Finland.

The Group’s average number of
employees increased by rather less than
the above figures, owing to the “late arri-
val” of many of the newcomers. The figure
rose by 36 on the previous period to reach
5,006. However, the actual number of
hours worked declined somewhat to 6.2
million hours. If those on part-time con-
tracts are converted to full-time contracts,
the personnel average was 3,631, or 21
fewer than in 1998. Rautakirja’s trading
areas offer a good deal of scope for part-
time employment, and these positions ac-
counted for more than half (56%) of the
total number employed.

The Group’s trading areas are
strongly weighted towards female employ-
ees. Women made up 86% of the Group
workforce, against only 14% men. This
gender breakdown has remained more or
less unchanged regardless of the recent
acquisitions.

The growth in basic commercial op-

Personnel age distribution

over 60 under 19

55 -59 years years 20-24
50-54 years7% 3% 6 % years
years 11 % 21 %
45 - 49
years 9 %
40 - 44 25-29
years 35 -39 30-34 years
B years years 14 %

9 % 1%

GROUP PERSONNEL

erations in recent years and the Group’s
purchases are to be seen in the age- and
length of service breakdowns. The age
distribution follows that of the previous
year, but the incidence of employees un-
der the age of 25 has increased slightly.
The relatively small numbers over the age
of 59 are a reflection of the possibility to
retire at 62 offered by the Rautakirja Pen-
sion Fund. The age breakdown is never-
theless very even. If we look at the length
of service figures, the number of those
with fewer than five years in the Group
has increased once again, and now stands
at 64% of the total workforce.

Length of service

20-29 over 30
years years under a
o year
i 25%
13 %
5-9
years
12 %
1 -4 years

39 %

Occupational health care

and staff health
The main emphasis in occupational
health activities was on statutory health
care and operations to maintain working
levels. Medical examinations were carried
out on new staff and routinely at sched-
uled age-intervals as a means of ensuring
full working capacity. In addition the oc-
cupational health staff arranged a number
of “get-in-shape” and workout groups for
personnel.

The number of absences through
sickness continued to decline to reach
218,949 hours, or 3.4% of the aggregate
hours worked.

Towards a more adaptable
and flexible working
environment
The atmosphere in the workplace is mon-
itored by means of an ongoing image and
company morale study, which was carried
out this year at the Head Office during
the spring. The overall profile inside Rau-
takirja is appreciably better than the norm
level found in Finnish companies as a
whole. When set against the figures from
1997, nearly all parameters showed evi-
dence of improvement. The most encour-
aging developments took place in the re-

lationships between line management and
staff, the flow of information, work organ-
isation, and rewards. There is no longer a
sense that bureaucratic issues impede the
carrying out of normal everyday tasks, and
working conditions were seen to have im-
proved.

The internal moral and atmosphere
study also included a value analysis com-
ponent, in which staff members were in-
vited to list the things they felt were most
important and those which they felt were
realised in the practical work of the com-
pany. Success and a growth-oriented atti-
tude were clearly outlined as Rautakirja
values. Staff members placed importance
on such matters as respect for one’s work,
rewards for a job well done, a good spirit
in the workplace, and personal financial
success.

Development of staff skills
The development of operations and the si-
multaneous development and mainte-
nance of staff expertise are regarded as
important and complementary elements
in the Rautakirja company image. A total
of FIM 2.6 million was put to staff train-
ing, not including payroll costs.

The main emphasis on staff devel-
opment was once again in the training of
those working at the customer interface
and their immediate superiors. Internal
training programmes were arranged in
such areas as customer service, sales,
marketing, IT skills, teamwork, and man-
agement skills, with a total of 126 courses
arranged over 946 course-days. In all,
more than 1,900 people took part in such
training.

Corporate and line management re-
ceived training in a development pro-
gramme based on the company’s strate-
gies and basic aims. In December a survey
was carried out on the needs for training,
seeking to assess the current expertise and
learning requirements over the next three
years among senior and middle manage-
ment. The findings were gathered and an-
alysed in the early months of the current
year and on the basis of these results we
shall be setting targets for the develop-
ment work to be carried out in the near
future.

In October the Group introduced a
new personnel data system, with which it
will be possible to support staff develop-
ment needs.
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Rautakirja Oyj
Supervisory Board

President, CEO
Hannu Syrjénen

Business Development
Vice President
Tero Hirvilammi

Internal Auditing
Manager of Internal
Audit
Pekka Hannukkala

Press Distribution
Division
Senior Vice President

Kiosk Division
Senior Vice President

Bookstore Division
Senior Vice President
Raimo Kurri

Special Trade
Senior Vice President
Timo Méanty

Corporate Finance &
Administration
Senior Vice President

Markus Miettinen SO SATI Matti Salmi
LEHTIPISTE R-KIOSKS SUOMALAINEN Movie Theatre Division FINANCE &
KIRJAKAUPPA OY ADMINISTRATION
Sales Sales
Marjut Rajala Markku Pelkonen CEO Finance
Keti Marketing Raimo Kurri Markus Hanninen
Marketing FINNKINO OY .
Maylis Karjalainen Hannu Ala-Aho Deputy CEO Accounting
. Arto Lahdenpera CEO P&ivi Pouttu
1T Accounting TimoManty
& Accounting Tuulikki Kuusrainen IT
- Jarmo Lehteld
Jaakko Vuorinen IT BALTIC
Material Functions Sami Artman CINEMA SIA Personnel and Legal
Timo Varri (Latvia) Affairs
LEHTI-MAJA CED Jukka Virkkunen
AS LEHEPUNKT EESTI AS Atis Amolins Communication
CEO (Estonia) Eija Helanen
Priit Vakkum CEO AS MPDE
Kalvar Kase (Estonia) REAL ESTATE
P.M. DROCKILA OY
CEO

VEIKKAUSRASTI
()4

CEO
Veikko M Vuorinen

Aldo Tammsaar

CEO
Jouko Mustonen

Restaurant Division

EUROSTRADA OY

CEO
Seppo Soini

Chain managers:
Highway service areas
Mika Huikko

Pizza Hut
Niclas Ahlbom
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Antero Siljola

1997 - 2000

vice-chairman

President,

Werner Soderstrom Corporation
1988*

Hans Olof Danielsson
1999 - 2002

President,

Oy Karl Fazer Ab

1999*

* Joined Rautakirja Supervisory Board

GROUP MANAGEMENT

Rautakirja Supervisory Board

P

Jaakko Rauramo
1998 - 2001
chairman

President and CEO,
Sanoma-WSOY Oyj
1977*

Hannu Ervamaa

1999 - 2002

Managing Director,

Pohjola Customer Service Ltd
1999*

Auditors

SVH Pricewaterhouse Coopers Oy
Tauno Haataja, APA

Olli Reenpaa

1998 - 2001

Managing Director,

Otava Publishing Company Ltd
1980*

Hannu Syrjanen
1999 - 2002
President and CEO,
Rautakirja Oyj
1999*



The Rautakirja Group Executive Board

s

Hannu Syrjanen, 48 Erkki Jarvinen, 40 Raimo Kurri, 46

President and CEO, SeniorVice President, SeniorVice President,

Rautakirja Oyj Kiosk Division CEO of Suomalainen

1989* 1997+ Kirjakauppa Oy
1989*

Markus Miettinen, 51 Timo Manty, 40 Matti Salmi, 50
SeniorVice President, SeniorVice President, SeniorVice President, CFO,
Press Distribution Division CEO of Finnkino Oy Corporate Finance and
1974* 1996* Administration

1988*

* Joined Rautakirja Group



Rautakirja Oyj
Head Office

Koivuvaarankuja 2, FIN-01640 Vantaa
P.O.B. 1, FIN-01641 Vantaa, Finland
Tel: +358 9 85 281
Telefax: +358 9 853 3281, 852 8511

President & CEO Hannu Syrjanen
E-mail: hannu.syrjanen@rautakirja.fi

Senior Vice President Matti Salmi
Corporate Finance & Administration
30 E-mail: matti.salmi@rautakirja.fi

Kiosk Division

Senior Vice President Erkki Jarvinen
E-mail: erkki.jarvinen@r-kioski.fi

R-Kiosks
Rautakirja Oyj
Senior Vice President Erkki Jarvinen
Koivuvaarankuja 2, FIN-01640 Vantaa
P.O.B. 1, FIN-01641 Vantaa, Finland
Tel: +358 9 85 281
Telefax: +358 9 852 8353, 852 8500

Veikkausrasti Oy
CEO Veikko M Vuorinen
Munkkiniemen puistotie 24,
FIN-00330 Helsinki, Finland
Tel: +358 9 477 4120
Telefax: +358 9 4774 1232

R-Kiosks, Estonia
Lehti-Maja Eesti AS
CEO Kalvar Kase
Katusepapi 4
EE 0014 Tallinn, Estonia
Tel: +372 606 6070
Telefax: +372 606 6071

ADDRESSES

Press Distribution
Division

Senior Vice President Markus Miettinen
E-mail: markus.miettinen@Iehtipiste.fi

Lehtipiste
Rautakirja Oyj
Senior Vice President Markus Miettinen
Koivuvaarankuja 2, FIN-01640 Vantaa
P.O.B. 1, FIN-01641 Vantaa, Finland
Tel: +358 9 85 281
Telefax: +358 9 852 8444

AS Lehepunkt
CEO Priit Vakkum
Tdril0c
EE 11313 Tallinn, Estonia
Tel: +372 650 1450
Telefax: +372 650 1451

Bookstore Division

Senior Vice President Raimo Kurri
E-mail: raimo.kurri@suomalainenkk.fi

Suomalainen Kirjakauppa Oy
CEO Raimo Kurri
Koivuvaarankuja 2, FIN-01640 Vantaa
P.O.B. 2, FIN-01641 Vantaa, Finland
Tel: +358 9 852 751
Telefax: +358 9 852 7922

Special Trade

Senior Vice President Timo Manty
E-mail: timo.manty@finnkino.fi

Movie Theatre Division

Finnkino Oy
CEO Timo Ménty
Koivuvaarankuja 2, FIN-01640 Vantaa
P.O.B. 19, FIN-01641 Vantaa, Finland
Tel: +358 9 131 191
Telefax: +358 9 1311 9300, 1311 9440

AS MPDE
CEO Aldo Tammsaar
Parnu Mnt. 45
EE 001 Tallinn, Estonia
Tel: +372 631 3569
Telefax: +372 631 3671

Baltic Cinema SIA
CEO Atis Amolins
Muitas lela 1
LV 1011 Riga, Latvia
Tel: +371 783 0519
Telefax: +371 783 0520

Restaurant Division

Eurostrada Oy
CEO Seppo Soini
Eurostrada highway service areas

Pizza Hut restaurants
Koivuvaarankuja 2, FIN-01640 Vantaa
P.O.B. 27, FIN-01641 Vantaa, Finland

Tel: +358 9 852 741

Telefax: +358 9 853 3693

Real Estate

P.M. Drockila Oy
CEO Jouko Mustonen
Koivuvaarankuja 2, FIN-01640 Vantaa
P.O.B. 1, FIN-01640 Vantaa, Finland
Tel: +358 9 85 281
Telefax: +358 9 852 8672



www.rautakirja.fi
www. r-kioski.fi
www.lehtipiste.fi
www.suomalainen.com
www.dose.net
www.finnkino.fi
www.pizzahut.fi
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