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INFORMATION FOR SHAREHOLDERS

Annual General Meeting
TietoEnator Corporation’s Annual General Meeting will be held at
the company's head office, Kutojantie 6-8, Espoo, Finland, on
Wednesday, 29 March 2000, commencing at 5.00 pm.

Shareholders wishing to attend the AGM are kindly requested
to notify the company not later than by 4.00 pm (Finnish time) on
24 March 2000, to

Ms Anne Rontu,

P.0. Box 33, FIN-02631 Espao, Finland,

or by telephone +358-9-8626 2203,

or by e-mail anne.rontu@tietoenator.com,

or at the company’s Internet address:

www.tietoenator.com/agm2000.
Letters of authorization should arrive by mail at the company’s postal
address prior the AGM.

Right to attend

In order to attend the AGM, shareholders must be registered no
later than on 24 March 2000 in the Company's shareholder register
maintained by APK, the Finnish Central Securities Depository Ltd.

Shareholders who have not yet transferred their shares to book-
entry accounts are also entitled to attend the AGM provided that
these shareholders have notified and clarified to the company their
title to the shares and before the AGM begins, and that they are able
to show their share certificates or provide other documentary evi-
dence that their shares have not been transferred to book-entry
accounts.

Shareholders wishing to participate inthe AGM and whose hold-
ings are nominee registered or registered at VPC AB, the Swedish
Central Securities Register Depaository, are required to register their
shares in the Company’s shareholder register maintained by APK for
the duration of the AGM. This request should be submitted to VPC
AB or, in the case of nominee-registered shares, to the nominee.
VPC AB should receive the registration request by March 20, 2000 in
order for a shareholder to be registered as a shareholder on record
date 24 March 2000. Unless VPC registered shareholders request
otherwise, the shares temporarily registered with APK will be re-
transferred to VPC register immediately after the close of the AGM.

Dividend payment
The Board of Directors proposes to the AGM that a dividend of EUR
0.49 per share be paid on the financial year 1999. The dividend will
be paid to shareholders who are registered in the shareholder reg-
ister maintained by APK or in the register maintained by VPC AB on
the record date for dividend payment. The Board has decided that
therecord date for dividend payment will be 3 April 2000. Should the
AGM approve the Board's proposal, the dividend will be paid on 14
April 2000. VPC AB will arrange the dividend payment to VPC regis-
tered shares in Swedish krona.

Those shareholders who have not transferred their shares to
book-entry accounts will be paid the dividend when their shares
have been transferred.

Publication of interim reports in 2000
January - March 27 April 2000
January - June 1 August 2000
January - September 31 October 2000

Publications
The annual report and interim reports are available in English, Finn-
ish and Swedish may be obtained from the following addresses:

TietoEnator Corporation,

Kutojantie 10, P.O. Box 33, FIN-02631, Finland

or by telephone +358 9 862 6000

or by telefax +358 9 862 63091

TietoEnator Corporation,

Kronborgsgrand 1, SE-164 87, KISTA, Sweden

or by telephone +46 8 632 1400

or by telefax +46 8 632 1420

or by e-mail: info@tietoenator.com
The annual report, interim reports and stock exchange bulletins
are also published on TietoEnator's Internet pages,
www.tietoenator.com.

Change of address

Shareholders whose addresses have changed are kindly requested
to notify these changes to the custodian of the register containing
their book-entry accounts.

TietoEnator®
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TietoEnator

TietoEnator is a leading European provider of high-value-added IT services.
The Group specializes in developing and managing its customer’s

business operations in the emerging Network and Information Society.
Most of the products and services in this new world are produced,
distributed and consumed digitally via networks.

TietoEnator is playing an active role in building this global society.

TietoEnator aims to be a strategic IT partner to its customers.
This requires focusing on businesses in which the company can achieve
superior expertise and, in this way, offer significant added value to its customers.

TietoEnator’s services are consulting, development and integration of
IT systems, operation and network management and software products.

The scope of services covers everything from the supply of single information

systems to taking responsibility for a customer’s entire IT operation.




Highlights of 1999

o Tieto and Enator combined to form TietoEnator on 7 July 1999

o Combination process successful

o Net sales grew by 14 % to EUR 1,229 million

o Operating profit (EBIT) increased by 3 % to EUR 108 million
corresponding to 9 % of net sales

o Combination costs estimated to be EUR 16 million

o A dividend of EUR 0.49 per share has been proposed

o The average number of personnel increased 10 % and was 11,058

o Development from horizontal to vertical organization continued

o Concentration on core businesses - withdrawal from the Defence sector

and Network Infrastructure businesses
o Long term growth target raised to 20 %; operating profit (EBIT) to exceed 10 %
o Growth is based on

- ready-made solutions in global markets

- partnerships in Europe
o International spearhead solutions are mabile and Internet banking,

mobile telecommunications and media, digital government services,

and the digital forest chain

Key Indicators

1999 1998 Change %
Net sales, MEUR 1,2291 1,079.2 +13.9
Operating profit, MEUR 107.7 105.0 +2.6
Operating margin, % 8.8 9.7
Pre-tax profit, MEUR 109.3 107.0 +2.2
Earnings per share, EUR 0.90 0.96 -6.3
Earnings per share
(excl. amortization of goodwill), EUR 1.04 1.08 -3.7
Earnings per share
(incl. dilutions by warrants), EUR 0,88
Shareholders’ equity per share 4.59 4.09 +12.2
Dividend per share 0.49 0.49
Investments, MEUR 102.8 71.0 +44.8
Return on equity, % 212 25.2
Return on capital employed, % 29.5 33.6
Gearing, % -13.2 -15.9
Equity ratio, % 52.8 56.8
Average number of employees 11,058 10,089 +9.6
Personnel on 31 December 11,098 10,335 +7.4
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CEQ’'s Review

Building the information society

TietoEnator operates in the heart of the digital economy, creat-
ing complexinformation systems. When we state in our corpo-
rate mission that we are building the information society, we
mean that we design, host and act as consultants for the dig-
ital operations of our customers. Qur consulting and system
development and integration activities have specialized in in-
dividual customers and business sectors because assuming
responsibility for building and managing extremely demand-
ing information systems requires in-depth know-how of the
customer’s operations and business sector and of the latest
technology.

TietoEnator has for many years specialized in sectors in
which the Nordic countries represent the leading edge world-
wide. By divesting its equipment sales operations and distri-
bution of off-the-shelf software products, TietoEnator has
throughout the 1990s focused on IT services with higher added
value, in other words on its own software products, on devel-
opment and integration services for IT systems and on com-
plex support services.

Internet everywhere

The way in which TietoEnator’s resources are focused and or-
ganized is based on a vision of society in which most products
and services are produced, distributed and consumed in digital
form through IT networks. In the information society, servers
and terminals, with the network that links them together, are
becoming the most important production plant and distribu-
tionchannel in our society. Creating electronic services bothin
servers and, on a large scale, also in terminals, affects every
business sector and constitutes a massive task. And this, pre-
cisely, is the task of TietoEnator.

As production and distribution in networks is spreading
everywhere, network expertise must also be everywhere. We
do not see e-business as distinct from the rest of our business.
TietoEnator's Finance Sector has for several years been build-
ing Internet banking systems that in terms of numbers of users
are the largest in the world. Similarly, creating fixed and wire-

less network systems already forms a central part of services
for data communications, the public sector and the manufac-
turing industry. It is no longer conceivable that the more than
2,500 experts already developing TietoEnator's Internet sys-
tems today should be formed into a separate Internet unit. The
importance of customer and industry expertise is not diminish-
ing in the Internet world even though the industry

structures are undergoing dramatic change.

New stage of growth

The year 1999 was a time of building the conditions necessary
for major growth at TietoEnator. Combining the resources of
Tieto and Enator is our response to the changes taking place in
the customer base and in customer needs, to the disappear-
ance of national boundaries in Europe, and to the new oppor-
tunities that the digital revolution is opening up. The new com-
pany can serve customers as a strategic partner with greater
resources in a wider geographical area. The merger also plac-
es the company in a significantly stronger position for product
development. At the same time, the company’s skill and expe-
rience in combining large expert organizations spread over
national boundaries has grown in a way that will support the
next steps in the company’s development.

The major restructuring carried out particularly in the oper-
ations in Sweden and the refocusing of resources there also
have the goal of reinforcing the company’s capacity for growth.
The company has withdrawn from the defence industry and
from network building with its heavy emphasis on equipment,
and this now directs attention towards, and frees capital for,
the company’s areas of focus that are growing rapidly.

IT systems successfully managed the start of the new mil-
lennium, and this will also have a positive impact on growth
potential, as will the release of customer resources for utiliz-
ing the opportunities offered by digital production and distri-
bution. TietoEnator's own development and changes in our
operating environment make it possible to raise the company’s
growth target to 20 % and to maintain the profit target at more
than 10 %.



Partner in Europe, solutions
throughout the world

TietoEnator's growth is based on growth in ready-made solu-

tions in global markets and operation in partnership in Europe.
TietoEnator's spearhead solutions in the global markets are
mobile and Internet banking, mobile data communications and
media, digital government and the digital forest chain. The
same strong North European business sectors also form the
basis forgrowthin partnershipsin Europe. The increasing com-
plexity of IT environments and the lack of personnel will boost
demand for the outsourcing of IT operations and for a strong IT
partner.

In our experience, cooperation with customers that starts
with vertical solutions will often expand into a diverse partner-
ship. The main tools for growth, in both solutions and partner-
ship, are organic growth, company acquisitions focusing on
individual business areas, and alliances at corporate level.
We will increase our investments at all three levels.

TietoEnator — Building the Information Society

Investments in people and products

Personnel resources, and the lack of them, are a factor that
limits growth in the sector at the moment. TietoEnator is re-
sponding to this challenge by increasing its investments in
skills and productivity, in incentive schemes and in product
development. A key goal set for product development is to
raise the productivity of software work to a new level through
new ways of working.

The world is developing in the direction we wish it to.
During the 1990°s TietoEnator has positioned itself in those
Nordic vertical markets where the Nordic countries and com-
panies have become the world leaders. That is why the oppor-
tunities offered by our operating environment for creating both
customer and shareholder value are extremely attractive and
why we are excellently placed to take advantage of them. |
express my sincere thanks to our demanding customers and
my skilled colleagues.

P O

Matti Lehti
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Human Resources

Business needs guide

all human resources activities

We are entering the new era of the “digital economy“and the
information society. This is a global society where technology
and knowledge are the core elements. TietoEnator is operat-
ing in the center of this fast-changing world, and has defined
its mission as "“Building the Information Society”. Tieto-
Enator's vision is to be a leading provider of high-value-added
IT services in Europe. All human resource development activ-
ities are based on these strategic objectives and aim to offer
employees real opportunities for personal and professional
growth in a motivating and rewarding work environment.

TietoEnator works as the partner of its customers in those
segments of the market where it can maintain superior exper-
tise, a strong market position and solid profitability. It is the
task of human resources development to offer the competenc-
es that enable TietoEnator to sustain this position in its
established markets and to achieve it in other target markets.
To this end, human resources development aims to support
continuous learning both by the organization as a whole and
by individuals, and to attract new employees who have the
potential to strengthen core competences.

All TietoEnator's human resources activities are based on
the common values of the Group and will contribute to imple-
menting and strengthening them. The common values can be
summarized in three key expressions: Participation, Customer
Benefit and Personal Growth.

In TietoEnator’s steering system, the planning, reporting
and rewarding processes are based on Balanced Scorecard
perspectives. Balanced Scorecard thinking helps to translate
the common visions, strategies, values and goals into daily
activities. In addition to financial targets, the Balanced Score-
card system also takes into account goals for effective work
processes, customer satisfaction and the continuous improve-
ment of employee know-how and innovation.

Creating value from managing competence

In competence management TietoEnator focuses on core com-
petenciesinwhichitaims tocreate know-how inleading inter-
national standards. By combining industry-specific knowledge
and professional working methods with leading technical
know-how, TietoEnator creates added value for its customers.
Social skills are required for working in a consultative and
proactive way and for building strong and lasting customer
relationships.

TietoEnator — Building the Information Society

TE'S CORE COMPETENCES

Industry-specific
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TietoEnator has developed approaches for managing these
core competences through tools for identifying, developing,
measuring, transferring and capturing knowledge and exper-
tise.

Identifying competence

TietoEnator's competence development model is based on the
business visions and strategies of the company’s business
areas, business units and teams. One of the most important
challenges for a knowledge company such as TietoEnator is
to continuously identify and develop competences. The fol-
lowing diagram (page 8) portrays TietoEnator's approach to
evaluating existing competence and identifying future needs
at both team and individual levels.

Developing competence

TietoEnator applies a wide range of learning solutions in de-
veloping competence, including on-the-job training, job rota-
tion, internal and external training, intranet-based learning
solutions, competence networks, action learning and exchange
of knowledge and experiences through databases. To achieve
good results, itis essential that the entire organization is com-
mitted to continuous development of competence.

Tomeet the challenges of the information society and inter-
nationalization, TietoEnator has two Group-wide senior man-
agement development programs: TietoEnator International
Management Program and TietoEnator Executive Development
Program. The main goals of these programs are to ensure suf-
ficient, high-standard senior management resources for inter-
nationalization and growth, and to provide the conditions for
developing the related knowledge, skills and attitudes within
the corporation.



Human Resources

TEAM-BASED COMPETENCE ANALYSIS
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competence areas
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Development \ competences
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Team-based and individual
development goals

TietoEnator combines individual competence development with business development.

Inaddition to these Group-wide programs, TietoEnator con-
ducts management training programs at business area and
country levels. Other areas for internal competence develop-
ment are project management, personal skills and systems
development. This competence development is mainly coun-
try-based and varies from country to country.

As a international framework for the development of the
fast growing e-business, TietoEnator has started to develop a
learning concept called eBizAcademy. It includes shorter sem-
inars, e-business modules, both internal and external courses,
competence networks, e-learning solutions and training paths
for different target groups in TietoEnator.The purpose of the
eBizAcademy is to combine learning solutions from all parts of
the Group and find new ones in order to increase the overall
competence level in e-business.

Transferring competence

For a corporation like TietoEnator organized around industry-
specific business areas, it is a major challenge to transform
individual skills into collective know-how and to transfer this
know-how across team, business unit and business area
boundaries. Efficient transfer of competence is, however, a
prerequisite for a learning organization.

Much of TietoEnator's knowledge transfer takes place
through sharing best practices using knowledge networks.
Knowledge networks can be formed on a permanent or non-
permanent basis. They aim at the effective reuse of products
and service models as well as at developing new competence.

Other methods for transferring competence are seminars
on current topics and mentoring. Mentoring takes place on a
one-to-one and group basis, with the goal of transferring know-

TEAM-BASED COMPETENCE ANALYSIS
>

Team

< members Knowledge & skills

Development
discussions

—>

TietoEnator identifies future competence needs

at both team and individual level.

ledge from an experienced person to someone who is less ex-
perienced to accelerate the learning process.

TietoEnator's professional management system is called
the Toolbox. It contains TietoEnator's guiding principles, busi-
ness strategy, policies and common business system. The Tool-
box is also TietoEnator's way of transforming individual com-
petence into organizational capital. Employees gather and
process knowledge in the Toolbox and establish ways of acting
in a structured manner by recycling experience and compe-
tence gained in earlier assignments.

Attracting new talent a major challenge
TietoEnator aims to achieve organic net growth of approxi-
mately 1,000 persons in the year 2000. This means a need
to recruit 2,000 people if personnel turnover continues at the
same level of 10 % as in the previous year. The need for new
personnel is greatest in the fastest-growing business area,
Finance and Services.

This is a challenging goal in a field where a shortage of
skilled employees is hampering growth. TietoEnator wishes to
attract and retain the most talented and motivated employees
in different markets. As a large international company and a
leading actorin its market, TietoEnator can offer its employees
excellent opportunities for professional and personal develop-
ment. Experienced professionals andrecently graduated young
people form roughly equal proportions of those recruited.

The Internet has now become a major tool in recruitment
alongside the numerous more established forms. It is a time-
and cost-effective method for attracting new employees. Tie-
toEnatoractively recruits on its own home page and on various
internal and external job databases.



TietoEnatoris paying particularattention to building a cor-
porate image among potential employees and other stake-
holder groups. In studies made among university students,
TietoEnator has ranked among the most attractive employers
in Sweden, Finland and Norway. The Group aims to further
strengthen that position so that it becomes the preferred em-
ployer for existing and potential employees with the highest
qualifications in all its main national markets.

Competitive motivational schemes

Motivation and job satisfaction come from many different
sources, so TietoEnator wishes to offer its employees tasks
that are both challenging and rewarding. As a leading provider
of high-value-added IT services in Northern Europe, TietoEna-
toris ina position to offer its employees opportunities to work
in projects involving the latest developments in IT, as a partner
of the largest and most advanced companies in various sec-
tors. The proportion of TietoEnator personnel working in
projects that involve e-business solutions is already 25 %, and
this figure is rising rapidly.

All employees participate in TietoEnator's financial com-
pensation scheme, which operates on three levels. In addition
to fixed salaries, there is a bonus system based on team re-
sults. The third level of compensation consists of the various
bond with warrants programs that have been issued to all
employees. These programs aim to ensure that employees can
also benefit from the company’s success as shareholders,
through an increase in corporate value.

The merger process
When the merger process of Tieto and Enator started in the
spring of 1999, human resource aspects were given high prior-
ity. In a company like TietoEnator, where operations rely en-
tirely on the innovation and expertise of its personnel, it is
essential that employees are treated in a way that makes them
feel confident and motivated to work towards common goals.
Since Tieto and Enator had different countries of origin, it
was also essential to take cross-cultural aspects into consid-
eration. Cultural differences were identified and analyzed from
a very early stage in the merger to create the grounds for mu-
tual understanding. The purpose of this work was to find the
national strengths on which to build the new organization and
corporate culture. Periodic attitude surveys have been taken
during and since the merger process in all parts of the compa-
ny. The purpose of these measurements has been to determine
how the organization feels about the process and to provide
data to guide the development of communications strategies.

TietoEnator — Building the Information Society
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Inthe latest study carried out in October 1999, almost 90 %
of those who answered had a positive attitude towards the
merger, indicating that the merger has broad support among
the employees of TietoEnator. Those who were critical about
the handling of the process mentioned insufficient informa-
tion about objectives, strategies and the aim of the merger as
the primary reason for their negative attitude.

One of the main goals of the merger was to improve the
international competitiveness of TietoEnator. It is therefore
encouraging to see that more than 80 % of employees believe
that the merger will in fact increase international competitive-
ness. This study further confirms that the merger process has
progressed successfully from a human resources perspective.
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Group Overview

TIETOENATOR

Tieto and Enator merged to form TietoEnator Corporation on 7
July 1999. The merger enhanced the Group's international com-
petitive edge in selected sectors in Northern and Continental
Europe. It also laid a solid foundation for continued future
growth. The foundation of a knowledge company in a rapidly
changing environment is the company’s mission, vision, objec-
tives, values and business concept. TietoEnator has formulat-
ed these Guiding Principles as follows:

Mission
Building the Information Society

Vision

TietoEnator's vision is to be a leading provider of high-value-
added IT services in Europe. Leading as defined by TietoEnator
means leadership in expertise, market share and profitability.

Objectives

TietoEnator's objectives are:

e Organic growth at least in pace with market growth
e Additional growth through acquisitions

e Operating profit margin (EBIT) to exceed 10 %

e Fach business area to create shareholder value

e The employer preferred by IT professionals.

Values

The leading values of the company are Participation, Customer
Benefit and Personal Growth. TietoEnator's work requires
strong involvement and commitment. It has to create strong
added value forits customers as well as offering its employees
a continuous opportunity to grow and develop as individuals
and team members.

Nordic
industries

Nordic cultural
heritage

Company's roots
and background

TietoEnator - Building the Information Society

Strongest
and most
credible
areas of
expertise

Expertise
Identify core competences
and build leading edge
know-how around them

Profitability

- Pretax profit
- Return on investment
- Economic value added

Market position
Build market shares in
strongest know-how areas
through organic growth
and acquisitions

Business concept

TietoEnator focuses on high-value-added IT services as the
partner of its customers in segments of the market where it
can maintain superior expertise, a strong market position and
solid profitability.

When building the information society by consulting, design-
ing and hosting customers’ core businesses in servers and net-
works, itis essential for TietoEnator to work in close cooperation
with customers and to be their strategic partner. To become
a credible strategic partner, an IT services provider must
possess a strong knowledge of its customers’ businesses
combined with solid expertise in the latest information technol-
ogy. This is why vertical specialization is vital for TietoEnator’s
success.

TietoEnator focuses on vertical markets that represent
the strongest Nordic industries and the most in-depth ac-
cummulated expertise of Enator and Tieto. These sectors are
Telecommunications, Finance, Public Services and the Forest
Industry. In addition to these vertical customer segments, Tie-
toEnator also serves the postal, retail, energy, media, travel
and tourism, transportation, logistics and process and manu-
facturing sectors. Within them TietoEnator elaborates on its
expertise to create reusable products and services.

Reusable
products
and services

Core
expertise
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Group Overview

TietoEnator's service portfolio covers consulting, develop-
ment and integration of IT systems, processing and network
management, and application services. The latter include sys-
tems for financial and personnel management and technology
consulting.

TietoEnator's ambition is to be a truly European company
with a strong Nordic background selling its core products and
services toall parts of the world. TietoEnator's growthisbased
on ready-made solutions in global markets and operating in
partnership with the customers in Europe. The spearheads in
global markets are mobile and Internet banking, mobile data
communications and media, digital government and the digital
forest chain. When acquiring companies in new markets, Tie-
toEnator mainly buys market share and expertise. Products,
concepts and components have an especially importantrole in
establishing new market shares and customer relationships.
An additional source of international growth is expansion to-
gether with key customers in new markets.

IT-MARKETS AND TIETOENATOR 1999

Market trends

The Nordic market for IT services had an aggregate value of
approximately EUR 9.5 billionin 1999 and during the year grew
at an average rate of 15 %. Growth was especially vigorous,
over20 %, in System Integration, Customer Application Devel-
opment, Desktop Management, Network Consulting & Inte-
gration and Network Operations Outsourcing. Hardware and
processing services, however, grew noticeably more slowly
than the market average. Market growth is expected to slow
somewhat in the next few years with annual growth forecast
toreach about 12 % between 2000 and 2003. (Source: Interna-
tional Data Corporation)

TietoEnator's market position

TietoEnator is well positioned in the transition to the informa-
tion society. The Group’s strong experience and expertise in
financial services, telecommunications and public services
places TietoEnator at the hub of this transition. The most data-
intensive services are the ones carried over to the networks
first and they represent the most rapidly growing sectors as
well. TietoEnator has a strong position in Finland and Sweden
as well as an established presence in Norway. Nordic coun-
tries are more advanced in the wide use of digital services than
any other part of the world. TietoEnator is also the leading
Nordic provider of processing and network services, personnel

management services and embedded systems related to prod-
uct development.

In recent years wide attention has been given to growth
companies specializing in the development and implementa-
tion of Internet user-interfaces and e-commerce. In the longer
term, however, the core of Digital Economy development will
be formed by applicationsand services for business sectors along
withintegration of network applications into existing IT systems
and system maintenance services. These segments will also
attract the largest investments in the future.

The greatest challenges facing customers are the need to
build networked business processes and systems while con-
tinuing development of their existing systems, as well as inte-
gration of these new operations into complete functional enti-
ties. This is TietoEnator’s core business and for this reason
TietoEnator seeks to work in partnership with its customers -
major corporations and organizations representing selected
business sectors - to develop effective business systems based
on electronic networking.

TietoEnator has chosen to develop e-business applications
and services within all of its vertical business areas. Through
this “eBusiness Everywhere” model the company can offer cus-
tomers solutions optimized to the needs of their own business-
es. Expertise in selected vertical sectors will also give Tieto-
Enator a clear competitive advantage as the growth of e-busi-
ness gains pace in the next few years. Some 25 % of Tieto-
Enator’s employees now work, directly or indirectly, with Dig-
ital Economy applications and services. As old and new sys-
tems become increasingly integrated the division between
mainline business and e-business is becoming increasingly
blurred.

Development in 1999

The effects of the TietoEnator combination were felt through-
out 1999. The integration proceeded well and even better than
expected. The two groups were operated as separate entities
before the technical combination took place in July. However,
the financial statements are consolidated for the full year. Since
planning of the combination started in January and continued
intensively until July, the performance of both groups was in-
fluenced by the combination during the entire first half of the
year. Integration and development of TietoEnator were started
during the second half. As part of the formation, TietoEnator
decided to withdraw from businesses seen as non-strategic,
but representing one fifth of the Group’s total volume.



Net sales by industry segment

Non-allocated 9 % Banking & Finance 21 %

Process & Manufacturing 16 % Services 16 %

Public 27 % Telecom 11 %

Net sales by country

Denmark 4 % Germany 1%
Norway 5 % Other 1%
Sweden 49 % Finland 40 %

Y2K was a major topic during the year. TietoEnator's cus-
tomers addressed the issue seriously and no disturbing com-
plications occurred. Some minor problems appeared but all
were corrected immediately. In Finland, TietoEnator spent
some 650 man-years on customer projects. In other countries
TietoEnator was mainly required to support the Y2K readiness
of smaller customers and products.

Group net sales grew by 13.9 % to EUR 1,229.1 million
(1,079.2). Excluding exchange rate effects, growth was
13.4 %. Organic growth in local currency for comparable units
was 7.3 %. Growth was strongest in the Finance sector owing
to Entra, which was consolidated from the beginning of Febru-
ary 1999. Defence Sweden continued to show weak growth
due to poor demand. Geographically, growth was 14 % in
Finland, 9 % in Sweden and 40 % in other countries.

Operating profit(EBIT)was EUR 107.7 million (105.0), which
corresponded to an 8.8 % profit margin. The figure includes
non-recurring income of EUR 20.0 million from gains on
property sales and divestments. Costs related to the combina-
tion are estimated to be EUR 16 million. This includes external
combination costs and internal effects of restructuring and in-
efficiencies. Operating profit also includes a provision of EUR
15.2 million(14.9) forannual bonuses and the personnel devel-
opment and training fund.

Earnings per share were EUR 0.90(0.96), and EUR 1.04(1.08)
excluding amortization of goodwill and non-recurring items.

The averaged number of employees increased by 9.6 % to
11,058(10,089) during the year. Altogether 1,584 new employ-
ees were taken on. Together with 1,079 departures and struc-
tural changes the number of full-time employees totalled
11,098 (10,335) at the year-end. Employee turnover decreased
from 11.3 % t0 9.8 % during 1999.
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Organic growth slowed during the fourth quarter, mainly
because of reorganizations. As in the preceding years, Tieto
Enator offered a bond with warrants to all company employees
according to the guidelines of its personnel incentive system.

MEGATRENDS

Market

The Nordic countries, along with North America and certain
countries in Asia, represented the spearhead of development
in information technology throughout the 1990s. In the Nordic
countries, this trend has generated a body of world-class
knowledge and technical expertise and a leading global posi-
tion in sectors including wireless communications, payment
systems, Internet banking, smart-card applications, network
securitization software and outsourcing of IT services. Itis no
exaggeration to say that in wireless communications and on-
line banking, the Nordic countries are fuelling evolution in
Europe towards the information society.

The most dramatic changes in our environment and the
strongest drivers of demand for IT services are connected with
the transition to the information society. We are witnessing
the Digital Revolution in which micropracessors will be inte-
gral to all the machines and equipment we use and also inter-
connected via both hardwired and wireless information net-
works.

Other major external processes having an impact on Tie-
toEnator's work are European integration, consolidationamong
customer companies, increasing global competition and IT-
Telco media convergence.

We are moving towards a society where more and more
information, services and products will be distributed via
electronic networks. We have now entered a new era where
the traditional and network-based business processes of com-
panies are becoming integrated and support each other. Typi-
cally, for example, information, order and payment transac-
tions are transmitted via electronic networks while the prod-
ucts to which they relate are still being manufactured, ware-
housed and distributed in the traditional manner.

It will not be long before many products and services are
transmitted entirely via networks. Today, for example, this al-
ready applies widely to software, documents and sound re-
cordings. Taken a little further, the Digital Economy represents
the opportunity to distribute new functions to embedded sys-
tems via networks. This will mean that all products will be
identical when manufactured and then variants linked to them
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by embedded systems. Consumers will be able to vary the func-
tions of their products, such as the engine capacity of the car
they are buying, on the Net and pay an extra charge for these
additional functions based on use. By the time development
reaches this stage, many traditional industrial sectors will have
been transformed into service operations. In other words, the
Digital Revolution is having a profound impact on corporate
business logic and in many cases will force companies to com-
pletely reinvent themselves.

Major steps have been taken towards the Digital Economy
in recent years. One example in the Nordic countries is the
progression from basic e-banking services, already widely
popular, to the era of on-line billing. This means that instead of
moving hard copies of bills from one place to another, bills will
now be seen only in on-line bank accounts. This might sound
like a simple advance, but its forthcoming wide adoption will
bring immensely important changes to the way both compa-
niesand citizens in general manage payments and accounting,
and it will also affect a large number of business sectors.

Companies will gradually move entirely to digital account-
ing, which will also make it feasible to outsource this function.
Companies, inturn, will be able to concentrate increasingly on
value creation in their core businesses, which again will
enhance their overall profitability through increased speciali-
zation.

TietoEnator
High-value-added services is the area where many of Tieto-
Enator’s strengths, opportunities and business development
challenges reside, being reflected in the following issues:
e (Convergence of information systems and
embedded systems
e Digital Business Consulting
e \lerticalization
* Reuse
e (Qutsourcing and Application Service Provisioning
e |ntegration of existing and
new business models and systems
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* Convergence of information systems and
embedded systems

Inthe past, software development was polarized into two large-
ly distinct worlds: management information systems, such as
ERP (Enterprise Research Planning), and embedded systems
related to product development, such as mobile handset soft-
ware. Methods, tools, architectures, typical size of software,
cost drivers and many other aspects used to be different in
these worlds. As a whole the market size of an information
system used to be larger by several orders of magnitude than
that of embedded systems. However, the situation is changing
rapidly, especially in the telecom, data and media integration
and in the context of wireless communications and terminals.
Thischange is one of the most fundamental drivers of the Infor-
mation Society. This historical polarization and the ongoing
change are illustrated below.

Methods and tools are converging. Embedded systems are
growing in size very rapidly. Problems and drivers are becom-
ing similar. The market size of embedded software develop-
mentisincreasing very fast, whichis closing the gap. The point
at which these two worlds are converging is electronic busi-
ness, or eBiz. This new world will reflect a huge need for serv-
ices providing both information and embedded software de-
velopment in a well integrated manner. The market today suf-
fers a scarcity of such services and service providers.

TietoEnatoris well positioned asan IT service provider with
Scandinavian origins. It is strong on both sides and is able to
deliver high-value-added integrated solutions and services,
also in broader international markets. TietoEnator will focus
on these growth opportunities.

THE HISTORICAL POLARIZATION AND THE ONGOING
CHANGE IN THE INFORMATION SOCIETY
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* Digital Business Consulting

The Digital Economy is a playing field for fast movers. Many
market segments have been and obviously will be conquered
by companies that are first to launch new network-based serv-
ices and are able to continue rapid business upgrades. Busi-
ness management faces several new requirements in this rat
race. Business planning and system implementation must be
much closer to each other than in the past; business manage-
ment must participate much more deeply in the planning and
implementation process. The same team must be responsible
for both phases. Business management must also ensure that
the process is continuous. Fast executors cannot afford to keep
anything else in-house than their absolute core competences.

All these changes create a tremendous need for business
management consulting services capable of taking responsi-
bility for setting up and running the IT systems. The bottleneck
will be implementation, and especially the integration part of
it. In this very demanding world, IT service providers will be
brutally divided into those who can deliver and those who can-
not, whatever they promise.

TietoEnator already has 250 management consultants to-
day and will invest substantially to strengthen its capabilities
in high-value-added management consulting services tightly
integrated with implementation and operating services. The
company has termed this strengthening initiative Digital Busi-
ness Consulting.

*Verticalization

In the past most IT services were generic. Customers used to
provide their own best competences in industry and opera-
tions while service providers brought the technical skills nec-
essary for implementation. The Digital Economy will be very
different in this respect as well. As the business environment
becomes ever more competitive, business managers cannot
afford to use their own best resources in IT projects; nor can
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they afford the luxury of teaching their IT service provider all
the special features of their industry and operations. It would
be all too slow and too rigid.

This is creating a strong need for IT service providers who
can bring all the competences required by their industrial and
partner-customers, and who are able to take increasing re-
sponsibility for development. This need is also becoming in-
creasingly cross-border in nature.

As a vertically specialized IT service provider, TietoEnator
combines state-of-the-art technical expertise with industry and
partner-customer competences in a high-value-added pack-
age. Creating profound industry and partner-customer compe-
tences takes years, in some industries even decades. Tieto
Enator started vertical specialization in the early 1980s and
intensified this process further in the 1990s. Many IT service
providers have only just begun this transformation and most
new media companies have not started.

*Reuse

In the past the implementation of information systems could
take years. From the business perspective, this was not so
dangerous because the intention was mostly to trim business
processes based on existing, stable business models. Protract-
ed, massive system projects were also good business for IT
service providers. It was a fairly easy business to manage,
selling hours in valumes.

In the Digital Economy the business model will be a moving
target. Systems will be implemented more and more for future
business models; they will be enablers of new business mod-
els. In such a fast moving environment, system implementa-
tion projects cannot take years, in some cases not even months.
Despite this time compression, however, businesses are in-
creasingly dependent on their systems. System reliability and

THE FUNDAMENTAL TREND
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performance requirements will become increasingly tougher.
The short-term temptation to create quick-and-dirty systems
may lead sooner or later to business failures. IT will be pro-
gressively more critical to business. This evolution is illustrat-
ed in the picture The Fundamental Trend.

The most obvious response to the challenge of business
criticality will be reuse of software components, objects and
products. Reuse will make it possible to ramp up systems much
fasterand to create long-term reliability and performance into
the system base. Therefore, the need for reuse-oriented IT
services and IT service providers will grow dramatically in the
Digital Economy. On the other hand, labour costs will increase
as well, and IT service providers will be under heavy pressure
toraise productivity. Reuse will be one means to achieve this.

In recent years TietoEnator has invested substantially in
reuse and related capabilities and these investments will in-
tensify further in the future.

¢ Qutsourcing and Application Service

Provisioning, ASP

One largely invisible consequence of the evolution described
aboveisanexponentially growing technical and business com-
plexity, illustrated in the picture above. Trends in technical
architectures have made this complexity issue even worse as
PCs have become fatter and fatter with software content. Trou-
ble related to system reliability, efforts needed to manage the
nightmare of continuous software upgrades and the extra time
that people spend on these issues have become a matter of
macroeconomic proportions, carving off percentage points of
economic growth and slowing down the transition to the Dig-
ital Economy.

The tide has turned, in this respect as well. In the Digital
Economy user devices will not be behemoths like the PCs in
use today. User devices will be easy-to-use and ultra-reliable
products, upgradable and reconfigurable “over-the-air”. To put
itsimply, these products will have only browser software. Most
of the application logic and functionality will reside behind the
network, in the servers and server farms. This trend is often
called Application Service Provisioning, ASP.

ASP will be one of the most fundamental trends of the fu-
ture, changing business models not only generically but also
particularly in the IT services industry itself. Software will no
longer be sold as traditional licenses only, but in the form of
services as well. Pricing models will take entirely new forms.

Models based on transactions and profit and risk sharing
will become more common, perhaps even dominant. The tech-
nical requirements related to functionality, security, perform-
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ance and scalability will be crucial factors. The ASP phenom-
enon will pave the way for more generic functional outsourc-
ing, driving evolution further towards the Digital Economy,
as illustrated in the picture ASP Hurricane.

There will be a tremendous need for ASP services - not only
technical ASP services but also high-value-added functional
outsourcing services - and of course providers capable of meet-
ing the challenge. Only the strongest providers will be up to the
challenge owing to its size.

Scandinavia will be among the pioneering areas because
of its highly developed payment, card and mobile phone infra-
structure andits advanced culture for outsourcing. TietoEnator
itself has a large-scale application software business which
will be driving ASP development. TietoEnator is among the
very few IT service providers in Scandinavia with the founda-
tion to become a strong ASP provider in the Digital Economy.
TietoEnator has started its ASP investments and will intensify
them further in the near future. The company has also been in
the functional outsourcing business for years, for example in
the payroll office market.

* Integration of existing and
new business models and systems
When considering economic development, IT systems and
networks were first adopted in internal applications within
companies. This phase of evolution started decades ago and it
still prevails as a major source of economic growth in the so-
called New Economy.

The Internet boom we are experiencing today has created
a new source of economic growth, namely the combination
of conventional and new network-based business models in
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companies that are mobilizing substantial investments in net-
work-related business development.

However, this phase has just started and it will intensify in
the foreseeable future. Most prominent examples of electron-
ic business represent rather the second than the third phase.
Take, for example, the bookstore Amazon, the icon of eBiz.
Amazon is still relying on quite conventional publishing and
products; material logistics is still needed, and so on. On the
horizon, the third phase will be totally network-based busi-
ness models, but significant advancement in user devices and
theirmassive adoption are needed before the third phase real-
ly takes off at the macroeconomic level. This evolution is illus-
trated in the picture Networks & GNP.

In the second phase, mainstream demand for IT services
will not come from new upstart companies growing rapidly
and challenging the old industrial structures, though this seg-
ment of the IT service business will be important. Instead it
will come from representatives of various industries waking
up and increasing their investments in network-based busi-
ness models.

For these people, the most important bottleneck will not be
inventing new, innovative business models so much as inte-
gration of existing business models and network-based busi-
ness models. There will be a tremendous need for IT services
and providers capable of handling this integration.

High-value-added services

All the multidimensional, complex evolution described above
can be crystallized in the mirror image processes of outsourc-
ing/ purchasing services, on the one hand, and climbing up the
value ladder on the other. In the Digital Economy, businesses
must focus only on the creation of core value and core compe-
tences. Creation of non-core value and competences will be
outsourced or purchased as services from the market. In the
Digital Economy, successful IT service providers will climb up
the value ladder, fostering those competences which their
customers do not possess. This evolution is illustrated in the
picture Climbing up the Value Ladder.
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Business Areas

TietoEnatorfocuses onhigh-value-added IT servicesinthose
segments of the market where it can maintain superior
expertise, a strong market position and solid profitability.
TietoEnator concentrates on customer sectors thatrepresent
the strongest Nordic industries. TietoEnator’s service port-
folio covers consulting, development and integration of IT
systems, processing and network management, and appli-
cation services.

TietoEnator - Building the Information Society

Finance Sector

TietoEnator’s Finance Sector is the leading provider of information
technology services to the finance sector in the Nordic countries. Its
core business is the development, integration and outsourcing of
information systems. The service portfolio also includes sector-spe-
cific consulting services and off-the-shelf software for finance sec-
tororganizations. Asan IT partner to its clients, Finance Sector aims
to produce solutions and services which create clear added value
for their businesses.

Services

The Services business area offers professional IT services to the
telecom, energy, postal, retail, media, transportation, logistics, and
the travel and tourism industries. Its goal is to enhance the business
efficiency and profitability of its customers by developing digital
business systems and IT services.

Public Sector

The Public Sector business area focuses on customers within
government, municipalities, defense and, in Sweden, regional gov-
ernments. The main services of the business area include manage-
ment consulting, professional services for system development,
maintenance and customer support, general applications, and spe-
cialized applications for segments such as social welfare, educa-
tionand healthcare. In Finland the business area also provides infor-
mation services.

Process & Manufacturing

TietoEnator produces IT services for international process industry
and manufacturing companies. The Process & Manufacturing busi-
ness area develops IT solutions and services for the entire customer
value chain. Its strengths are an in-depth knowledge of its custom-
ers’ business, state-of-the-art methods and practices, off-the-shelf
product solutions, and enterprise software developed by the world's
leading vendors.

Processing & Network Support

Pracessing & Network Support supplies e-business services, net-
worked information management services, mainframe services, and
consulting and management services requiring special expertise, to
TietoEnator’s prime customers. The activities of this business area
are grouped under the Totalpro service package.

Application Services

The Application Services business area operates throughout the
private and public sectors. It provides leading software applications
and support services for financial and personnel management and
logistics. Customers are free to choose these applications as net-
work versions or in the form of services provided by TietoEnator.
Application Services also offers consulting services requiring top-
level technical expertise for the products it represents.
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Finance Sector

Share of
Group net sales

Share of Group operating profit
before goodwill amortization

1 % 16 %

Finance Sector Jan-Dec 99 Jan-Dec 98

Net sales (mgt responsibility), MEUR 178 124
Net sales 140 89
- peremployee (mgt responsibility), EUR 1,000 123 124.4
Operating profit before goodwill

amortization, MEUR 18 16
-margin, % 13.1 17.8
- peremployee *), EUR 1,000 15.5 214
Full-time employees (Average) 1,447 995
Full-time employees (Dec 31) 1,490 1,036

*) number of employees reduced by minority interests

Products and services

Finance Sector's service strategy is based on long-term partnership
with its clients. Its product and service portfolio includes a compre-
hensive range of IT consulting services as well as development of
system solutions, integration, outsourcing, maintenance and its own
applications.

Much of the service supplied by Finance Sector involves devel-
oping applications based on new technologies and integrating these
applications into existing databases. Banking applications, such as
WAPtechnology, thatare Internet-based or used with mobile phones
represent Finance Sector's cutting-edge expertise. Another impor-
tant know-how area is formed by payment and loyalty card manage-
ment systems and transaction handling applications.

Markets

Finance Sector's markets are growing rapidly. Information technol-
ogy is emerging as a crucial competitive strength in the finance
sector and is the focus of rapidly increasing investment.

Finance Sector's domestic market is Northern Europe, where it
provides a broad range of services in close partnership with its cli-
ents. Central and central-eastern Europe are also rapidly growing
market areas. Solutions based on the most advanced technology
are of crucial importance to organizations expanding into Europe
and the global marketplace.

Competitive position
TietoEnator is the leading supplier of IT services to the finance sec-
tor in the Nordic and Baltic countries. It is one of the main service
providers in Northern Europe along with the largest global players.
TietoEnator’s strang position in the finance market is the result
of specialization in this sector along with solid technological exper-
tise, especially as a pioneering developer of Internet and WAP ap-
plications.

Performance in 1999

Finance Sector's net sales rose 57 % in 1999 to EUR 140 million.
This rapid growth was due to acquisitions outside Finland and the
start of investments in new network technology in the domestic
market. Acquisitions substantially increased the amount of net sales
generated in the international markets. Demand at the start of the
year was largely determined by the need to complete Y2K projects.
Towards the year-end, however, demand began to reflect the devel-
opment of new IT systems supporting the businesses of Finance
Sector's clients. The business area’s financial performance devel-
oped well, likewise. The operating profit was EUR 18 million, 13 %
of net sales. Personnel increased 45 %, totalling 1,490 employees
at the close of the period.

Cooperation with Finance Sector’s partner-customers devel-
oped strongly during the year. New framework agreements were
concluded with the OKOBANK Group Central Cooperative and the
HEX Group.

Tieto Object object-based models were supplied to several cus-
tomers. New Internet and mobile phone applications were devel-
oped extensively with customer companies. As an example, Finance
Sector developed the firstbanking services in the world for use with
WAP mabile phones, as well as Internet services that represent the
leading edge worldwide.

In the insurance sector Tieto Entra developed the e-Folder con-
cept in cooperation with Sampo insurance company. In eFolder, all
information related to one customer is collected into an electronic
folderand the customer has access to this information via an Extran-
et. eFolder is also a secured channel for entering transactions such
as insurance claims.

The business area’s geographical presence was strengthened
when a contract for the Access Gateway Software that supports
GSM banks was signed in the Philippines with Wireless Services
Asia (WSA). WSA markets the software and operates as a system
integrator to the banks in South East Asia. Expansion was also ev-
ident in Russia where Tieto Konts set up a branch office in Moscow
and gained several contracts for new payment systems to Russia.

In total, Finance Sector works in partnership with almost 300
clients outside Finland.

Prospects

Finance Sector's prospects are bright. Demand is being increased by
the finance sector's need to renew outdated information systems
and to enhance business operations using the rapid advances in
information technology. Especially rapid growth and development
are evident in Internet services, a field in which TietoEnator has
world-class cutting-edge expertise. Internationalization and indus-
trial consolidation will call for major system investments in Finance
Sector’s domestic market and elsewhere in Europe.



Services

Share of
Group net sales

Share of Group operating profit
before goodwill amortization

15 % 7%

Services Jan-Dec 99 Jan-Dec 98
Net sales, MEUR 193 161
- peremployee, EUR 1,000 107.5 99.6
Operating profit before goodwill

amortization, MEUR 9 18
-margin, % 4.4 11.3
- peremployee, EUR 1,000 4.7 11.3
Full-time employees (Average) 1,793 1,616
Full-time employees (Dec 31) 1,842 1,688

Products and services
The Services business area provides high-value-added professional
IT services to selected customer segments. Its aim is to improve the
efficiency and profitability of its customers’ business processes.
The business area serves the Telecom, Energy, Postal, Retail, Me-
dia, Transportation, Logistics, and the Travel and Tourism industries.
The Services business area’s activities form a comprehensive
service chain that includes digital business consulting, IT strategy
consulting, development and integration of IT systems, outsourcing
and maintenance of software applications, and application devel-
opment.

Markets

Services is the most international of TietoEnator's business areas. It
has a strong market presence in Finland, Sweden and Norway and
itis strengthening its foothold in Denmark, Germany, Estonia, Latvia
and Lithuania. Approximately 35 % of its employees work outside
Finland and Sweden.

The business area’s major clients include Sonera, Telenor, Telia,
Mannesmann, Nokia and Ericsson in the telecoms sector; Statoil,
Fortum and Sydkraft in the energy sector; SAS, Lufthansa, the Finn-
ish and Swedish state railways in the transport sector; and major
postal and retail sector companies in all the Nordic countries.

Competitive position
In Finland, Services is the market leader in the telecom and postal
sectors and one of the two leading providers to the energy and retail
sectors. In Sweden, TietoEnator holds market leadership in compe-
tence consulting areas such as CTI (Computer Telephony Integra-
tion) and CRM (Customer Relationship Management).

The business area’s competitive profile varies considerably from
country to country. In addition to large international groups there
are also niche competitors on each market segment.
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Performance in 1999

The Services business area’s net sales increased 20 % to EUR 193
million during the year, compared to average market growth of
10 %. Demand for services declined in the latter half of the year
as clients concentrated on stabilizing their IT environments for the
change of millennium. Profits showed encouraging growth in most
sectors but several operations in Sweden recorded losses due
to internal reorganization. For this reason the operating profit of
EUR 9 million was weaker than in the previous year. Corrective
measures have been taken and are expected to return the Swedish
operations to profitability during 2000. Personnel increased 11 %
and totalled 1,842 at the close of the period.

Typical of Services' activities during the year were the develop-
ment and integration of e-commerce systems and new digital oper-
ating concepts. Among the business area’s major new orders, Serv-
icesgainedacentral role in the development of Sonera’s Zed, Smart-
Trust and SMS services. It signed contracts to supply Call Center
application software to Lattelekom in Latvia and CRM software to
Mannesman Mobilfunk in Germany. A new information system or-
dered by Telenor Mabil will provide mobile phone users with infor-
mation on the weather, sport and news. An agreement was also
signed to develop a new version of the Nyman & Schultz Travelorder
system based on Lotus Notes. The business area also gained a foot-
hold in important new market segments. Examples include a con-
tract to develop the infrastructure and architecture of Sanoma-
WSQY's Lumeverdja multiportal, consulting services for DigiTV-foo-
rumi, and the order to supply the production systems for Finland
Post’s Voutila sorting center.

Dansk Informations Teknologi A/S with 75 employees was ac-
quired during the year, as was a 20 % holding in the Finnish new-
media company Visual Systems Ltd.

Prospects
The Service business area will continue to focus on the telecom,
energy and postal sectors, all of which are expected to show further
vigorous growth in demand for high-value-added services. Internet
and WAP applications will take an increasingly large share of project
implementations. Its goal is to achieve higher than average growth
and a leading market presence in selected focus areas in Europe.
In the next few years Services intends to expand into other Eu-
ropean countries, especially in the telecom sector and in Germany
through organic growth and acquisitions.
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Public Sector

Share of
Group net sales

Share of Group operating profit
before goodwill amortization

14 % 21 %

Public Sector Jan-Dec 99 Jan-Dec 98

Net sales (mgt responsibility), MEUR 192 174
Net sales 188 17
- peremployee (mgt responsibility), EUR 1,000 108.5 101.8
Operating profit before goodwill

amortization, MEUR 25 19
-margin, % 13.2 11.2
- peremployee™), EUR 1,000 14.3 11.5
Full-time employees (Average) 1,767 1,712
Full-time employees (31 Dec) 1,741 1,740

*) number of employees decreased by minority interests

Products and services

TietoEnator Public Sector offers customers services and products
for building the IT solutions of the future within the public sector,
often referred to as “Digital Government”. This normally involves
solutions based on new technologies such as Internet and mobile
communications, occasionally combined with traditional technolo-
gy. Services comprise mainly solutions and applications designed
specifically for the public sector within financial and business sys-
tems, personnel administration, social welfare and education sec-
tors and health and medical care.

Markets

Public Sector offers solutions for all segments within public admin-
istration. The main areas are the government and local authorities
sectors. TietoEnator Public Sector's services are aimed at improving
the customer’s possibilities to develop and supervise operations,
improve efficiency and enhance the value of services to the end-
user, that is, the citizens.

Within the government sector, Public Sector's services cover a
wide range of applications, such as tax administration, population
registers, personnel administration as well as financial systems.
Particularly in Finland, TietoEnator holds a strong position asan IT
supplier to government agencies. TietoEnator cooperates with a
number of ministries and authorities, including the Finnish tax board,
the Finnish Parliament and the Bank of Finland.

In the local authorities sectar, Public Sector offers solutions for
social welfare, healthcare, education and libraries, which facilitate
easier and more rapid management of information, by the local ad-
ministration as well as the citizens. TietoEnator has been a cooper-
ation partner with the local authorities in Sweden for more than
30 years.

Competitive position

Public Sector has a leading market position in Finland and Sweden
and also holds a favorable market position in Norway and Denmark.
Public Sector’s strong market position is based on close and exten-
sive cooperation with many of its customers as well as in-depth
knowledge about the different areas of operations.

Performance in 1999

Development in the Public Sector was positive during 1999. Sales
rose 10 % compared with 1998, amounting to EUR 188 million.
Operating profit improved significantly in 1999 to EUR 25 million
(19 in 1998). The number of employees in the business area was
1,741 at year-end, a slight increase compared with a year earlier.

The new Population Information System (PIS) was launched in
Finland in October. The system was developed for the Finnish
population register and contains information about the population,
properties and apartments. The system was the largest develop-
ment and implementation project in Finland in recent years.

The web-based information system for libraries (Intro Active)
was installed in the Tampere City Library in Finland. The system
offers customers greater flexibility in the use of library services.
With Intro Active, the customer can personally check the availability
of a publication via the Internet, reserve publications, etc. The sys-
tem is an example of how the public sector’s information services
are becoming increasingly Internet based.

In cooperation with the Eskilstuna Municipality in Sweden, Tie-
toEnatorestablished a workflow-based case management/informa-
tion system for all municipal operations. The new system, designat-
ed ENA, enhances the efficiency of municipal administration while
also providing citizens with the possibility of rapidly gaining access
to all documents via the Internet.

The City of Helsingborg, Sweden, signed an agreement in 1999
with TietoEnator covering development of a system to rationalize
the city's invoice-handling procedures. As aresult of a contract with
Electronic Commerce PEBS AB, a company owned jointly by Tieto-
Enator and Sweden Post, TietoEnator will deliver the web-based
solution e-fact to Helsingborg.

Procapita and Effica — TietoEnator's concepts mainly for the
municipalities’ core operationsineducation, care and welfare, were
highly successful during the year.

Prospects

Future prospects for Public Sector remain favorable. As a result of
the technical adjustments related to the year 2000 and the euro,
many customers delayed investments. Since the millennium shiftis
now passed, there are prospects that customers will invest in new,
more future-oriented investments.

An increasing portion of Public Sector’s services are Internet/
intranet based. The large Internet penetration in the Nordic coun-
tries has resulted in increased pressure on the public sector to make
information within the central system available to citizens on the
Internet. E-commerce is also increasing in the public sector and
deliveries to local authorities will to an increasing extent be han-
dled electronically. In the years ahead, greater emphasis will be
placed on e-commerce and e-relations, so-called Digital Govern-
ment, within Public Sector.

Public Sector's goal in the future is to strengthen its position as
a supplier of IT solutions to government and local authorities in
Northern Europe. Growth will accur mainly through company acqui-
sitions as well as organically. Attractive countries include the Neth-
erlands and Germany, whose public sectors to an extent are similar
to public administrations in the Nordic countries. Public Sector’s
competitiveness lies in its major lead in IT and the Internet and in-
depth knowledge about the area of operations.



Process & Manufacturing

Share of
Group net sales

Share of Group operating profit
before goodwill amortization

10 % 13 %

Process & Manufacturing Jan-Dec 99 Jan-Dec 98

Net sales, MEUR 131 120
- peremployee, EUR 1,000 112.9 103.8
Operating profit before goodwill

amortization, MEUR 15 12
-margin, % 11.7 97
- peremployee, EUR 1,000 13.2 10.1
Full-time employees (Average) 1,164 1,159
Full-time employees (31 Dec) 1,146 1,182

Products and services

TietoEnator's Process & Manufacturing business area provides IT
services for process and manufacturing industry. Its services cover
the entire customer value chain. Its competitive strengths are anin-
depth knowledge of its customers’ business, state-of-the-art meth-
ods and practices, off-the-shelf product solutions, and enterprise
software developed by the world's leading vendors.

Markets

Process & Manufacturing meets its customers’ needs where they
are operating, working with them in close and long-standing part-
nership. Its main markets are Finland and Sweden.

The business area supplies product solutions such as production
management systems for papermills around the world, the focus
being on Continental Europe.

Process & Manufacturing’s customers are Nordic forest indus-
try, telecommunications, process and manufacturing companies
with global operations.

Competitive position

In professional services the business area’s position in Finland is
strong and it ranks as one of the world's top IT system providers to
the forest industry.

In embedded systems — that is, IT systems embedded in prod-
ucts for telecommunications, defence and automotive industry cus-
tomers — the business area is the market leader in Sweden and is
gaining a presence in Finland.

International IT consulting companies increased their market
share in Process & Manufacturing's sector.

At the end of the year, demand moved clearly towards new en-
terprise-level electronic business solutions. The market position of
suppliers of standard IT systems is expected to improve, as new
business solutions are added to existing systems.
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Performance in 1999

Demand was strong in all high-value-added services and especially
in the electronics industry. Man-hour requirements as such weak-
ened towards the end of the year, notably in Sweden. The business
area recorded total sales of EUR 131 million. Sales increased 9 %.
The shortage of skilled personnel has hampered sales growth
somewhat. Process & Manufacturing’s operating profit reached
EUR 15 million, up 32 % from a year earlier. Its performance was
profitable except in the Swedish units, where cost-cutting meas-
ures are in progress to raise profitability.

Personnel increases during the year were most evident in Fin-
land, where employee turnover has also been low. In Sweden com-
petition for IT professionals has been fierce and this has resulted
in significant employee turnover and required intensive recruiting.
Process & Manufacturing had 1,146 employees at the end of the
year.

Contracts were signed for forest industry papermill production
systems in several European countries during the year. Customers
included Ahlstrom, AssiDomén and StoraEnso.

In embedded systems, the Swedish units focused on third-gen-
eration UMTS (Universal Mobile Telecommunications Systems)
technology, gaining several assignments in UMTS systems and sim-
ulation applications. The business area also delivered first-genera-
tion WAP applications in Finland and Sweden with customers in-
cluding StoraEnso.

Process & Manufacturing responded actively to the rapid pace
of technology development. It strengthened its consulting and tech-
nical system development services in electronic business solutions.
It also set up Java competency centres in Stockholm and Gothen-
burg, and made investments in Middleware and Lotus systems. In
the embedded systems segment, the business area also gained rec-
ognition for its expertise in Windows CE and EPOC32 operating sys-
tems.

Prospects

A shift of focus will be seen in deliveries of ERP (Enterprise Re-
source Planning) systems from basic systems to value-added serv-
ices such as customer management, product data management and
document management.

Demand will remain strong for high-value-added services. De-
mand will be especially lively in consulting, in delivery of electronic
business solutions for enterprises and in embedded systems sup-
porting customers’ own product development.
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Processing & Network Support

Share of
Group net sales

Share of Group operating profit
before goodwill amortization

19 % 29 %

Processing & Network Support Jan-Dec 99 Jan-Dec 98

Net sales, MEUR 250 226
- peremployee, EUR 1,000 158.9 159.7
Operating profit before goodwill

amortization, MEUR 34 30
-margin, % 13.5 13.5
- peremployee, EUR 1,000 21.4 21.5
Full-time employees (Average) 1,575 1,415
Full-time employees (31 Dec) 1,668 1,427

Products and services
The Totalpro service package, which encompasses all the services
provided by this business area, ranges from performing needs anal-
yses of IT environments to defining design and quality criteria, im-
plementation of the IT environment, system start-up, round-the-clock
supervision, correction of malfunctions, and reporting of informa-
tiononall service areas. The Totalpro brand is registered throughout
Europe.

The business area’s aim is to free its customers to concentrate
on developing their own strategies and businesses and, through
specialization, to provide them with cost and quality benefits.

Markets
Processing & Network Support offers its services primarily to the
existing and future customers in TietoEnator’s four customer sec-
tors. This allows it to combine ongoing processing and network
support services with the business development projects of its cus-
tomers in the most effective and beneficial way possible.

Processing & Network Support’s business concept is best suited
to corporations and organizations with large-scale information net-
works. For this reason most of its clients are major companies and
public authorities. Processing & Network Support also collaborates
closely with TietoEnator's business areas to develop efficient oper-
ating models for smaller organizations. Customers in these cases
benefit through functionality, quality, reliability and cost-efficiency
resulting from common elements in their IT systems and shared
hardware resources at TietoEnator.

Thisbusiness area operates mainlyin Finland and Sweden. With
a market share in excess of 11 % in the Nordic countries, it is the
second largest supplier in this region and outranked only by IBM.
Processing & Network Support also provides direct support to cli-
ents in Belgium, Germany and Great Britain.

Competitive position
Besides its comprehensive Totalpro package, the business area's
strong positionin the Nordic countries to a fundamental understand-
ing of its clients” businesses, which is also attributable further rein-
forced by close collaboration with TietoEnator’s customer sectors.
Thisunique operating model offers clients the opportunity to achieve
substantial cost savings in their IT investments.

Totalpro is the leading brand in this sector in Finland with
a market share of 47 %. In Sweden Totalpro has a market share of
more than 10 %.

Performance in 1999

Demand for Processing & Network Support’s services strengthened
further on the previous year. Growth was most pronounced in
e-commerce services. Net sales rose 11 % and totalled EUR 250
million. Profits showed positive development as well. Operating
profit amounted to EUR 34 million. Personnel increased 11 % and
totalled 1,668 at the end of the year.

Several major new contracts were secured in the field of e-busi-
ness. These included designing the architecture of Sanoma-WSQY's
Internet services and Multimedia Delivery Europe, an EU-funded
development project related to digitalization of teaching methods.
InFinland the business area established anew company called Certal
Oy specializing in e-business securitization services together with
the largest banks, the biggest telecoms operator and Finland Post.
Processing & Network Support also gained significant outsourcing
contracts from Apoteketsbolagetand Celsius Bofors in Sweden, and
Metsaliitto Group and Metra Group in Finland.

The business area’s Competence Center was placed in opera-
tionat the start of the year. This unit brings together areas of special
expertise that can be used to the benefit of all Processing & Net-
waork Support’s customers. The Competence Center currently offers
consulting and project services for IT modelling and development,
as well as e-mail services, development and maintenance services
for Domino servers, and SAP R/3 services for planning and imple-
mentation of resource management systems.

Prospects

Outsourcing of IT services is likely to become more prevalent in the
next few years, which will mean higher demand for Processing &
Network Support’s services. Similarly, demand for e-commerce serv-
ice is growing vigorously as the range of services expands and the
number of users increases.

Demand for the Competence Center services and for integration
consulting will rise faster than the average in this business area.
Furthermore, new areas of expertise and services will be developed
during 2000 which, for example, will enable safe use of wireless IT
systems via the Internet.

In 2000 Processing & Network Support aims to strengthen its
position and raise its market shares, especially in Sweden. Its activ-
ities will be further expanded in the future to cover other countries
in Europe through organic growth and acquisitions. Its internation-
alization will take place in close cooperation with TietoEnator's ver-
ticalized business areas.



Application Services

Share of
Group net sales

Share of Group operating profit
before goodwill amortization

9% 15 %

Application Services Jan-Dec 99 Jan-Dec 98

Net sales, MEUR 120 106
- peremployee, EUR 1,000 123.2 122.8
Operating profit before goodwill

amortization, MEUR 18 16
-margin, % 15.1 15.2
- peremployee, EUR 1,000 18.7 18.7
Full-time employees (Average) 975 863
Full-time employees (31 Dec) 996 916

Products and services

Application Services provides software applications and support
services for financial and personnel management and payroll ad-
ministration. The business area has developed its own software
packages, Tieto Persona and Tieto Economa, which can be tailored
to meet the individual needs of its clients.

Anessential aspect of application services today is the ability to
provide wide-ranging consulting support in database, documentand
knowledge managementand inapplication development. TietoEna-
tor's Application Services is also the Scandinavian representative
of mainly American products for professional management and
maintenance of information systems.

Markets

Application Services operates throughout the private and public
sectors. Its main market is the Nordic countries. The international
offices of its Nordic clients also form an important international
market segment.

The business area’s clients are mainly medium-sized companies
and organizations and the SME sector although its customer portfolio
also includes a number of corporations with global operations. Unifi-
cation of financial management practice, driven by the EU, is creating
a new potential market for Application Services.

Competitive position
TietoEnator's Application Services is the leading Nordic provider in
its sector. The business area’s strong market position is based on its
solid technical expertise, accumulated over many years. This has
enabled it to build up a large customer base, leading to high volume
and profitability. Its off-the-shelf software applications are designed
to incorporate the best financial and personnel management prac-
tices applied in different business sectors. This ensures that their
introduction is rapid, effective and cost-effective. The business ar-
ea’s professional service supports this process to ensure that cus-
tomers receive the products best suited to their individual needs.
As part of a large IT group, Application Services can provide suf-
ficient human and financial resources to carry through large-scale
development projects. Its people are experts in the latest, and older,
information technology. They are also thoroughly familiar with the
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financial and personnel management needs of different business
sectors, and in this way support TietoEnator’s strong market position.

Performance in 1999

Application Services generated net sales of EUR 120 millionin 1999,
up 13 % on the preciding year. Demand was extremely strong at the
start of the year; sales were boosted sharply, especially in the area
of financial management, by the changes and updates required by
the Y2K issue and adoption of the euro. Growth in consulting serv-
ices was lower, however, since customers deferred many of their
other technically demanding system development projects to con-
centrate on the Y2K and euro changes. Interest in new-generation
digital applications picked up considerably at the end of the year.

The business area’s result of operations improved across the
board. The operating profit was EUR 18 million, 15 % of net sales,
representing an increase of 13 % compared with a year earlier. Per-
sonnel rose 13 % and totalled 996 at year-end.

Application Services made further substantial R&D investments
during the year. Its personnel management applications were de-
veloped vigorously and new versions of all its main products were
brought to market. The development of personnel management In-
ternet applications received top priority. Tieto Persona Foorumi, an
Internet service allowing clients to manage payroll and personnel
management information on-line, was launched in Finland. Tieto-
Persona Link enables companies to digitize payroll information flow
between them and their stakeholders.

The international version of Tieto Persona was launched in April
at an international users conference in Sweden. During the year
Tieto Persona was also exported to new markets in Denmark. The
first contracts there were signed with Dako A/S and ASG A/S.
A major contract was signed with Sanoma-WSQY, Finland's largest
media company, to develop and introduce a new personnel manage-
ment system.

Development of Tieto Economa focused on the introduction of
new financial management modules in Finland and Norway. The
new international version of Tieto Economa was completed in June
and the first contracts for this application were gained in Sweden.
Several projects were started involving development of digital fi-
nancial management systems.

In the area of document management, Application Services
closed an extremely important deal with Ericsson to supply Docu-
mentum as a foundation for Web-based document and knowledge
management infrastructure for 80,000 users worldwide. A large
Documentum supply contract was also concluded with the Danish
parliament.

Prospects
Application Services will continue to grow strongly. The unusually
high level of demand during the year, coupled with customers’ major
investments in Y2K and euro projects, could cause demand to dip
temporarily at the beginning of 2000. However, the rapid develop-
ment of new technology is expected to raise demand once again
during the second half of the year. Similarly, demand could reach
new peaks by 2002, fuelled by changes necessary for the introduc-
tion of the euro.

Application Services will focus strongly on developing digital
reporting and data transfer systems for intranets and extranets.
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TietoEnator Corporation was formed by the combination of
Tieto Corporationin Finland and Enator AB (publ) in Sweden on
7 July 1999. TietoEnator focuses on high-value-added IT serv-
ices in segments of the market where it can maintain superior
expertise, a strong market position and solid profitability. The
Group is one of the leading providers of IT services in Europe.
The combination enhanced the Group’s international compet-
itive edge and laid a solid foundation for continued future
growth.

The combination was implemented through a public offer
by Tieto to Enator’s shareholders in which Tieto offered 0.725
Tieto shares in exchange for one Enator share. The offer was
approved by shareholders representing 98 % of the Enator
shares and voting rights. Since then, TietoEnator Corporation
has purchased the remaining minority shares so that at the end
of the year only 0.19 % of the Enator shares remained in
the possession of minority shareholders. The compulsory re-
demption procedure has been commenced.

The TietoEnator shares are quoted on the Helsinki Exchanges
and the OM Stockholm Exchange.

TietoEnator's Board of Directors
since 7 July 1999

TietoEnator's Board of Directors has eight ordinary members,
who are elected by the Annual General Meeting, and an addi-
tional two members and their personal deputies, who are ap-
pointed to represent the employees. The Board members are
Olof Lund, former Chairman of the Board of Enator; Aulis Salin,
President and CEQ, Sonera Corporation; Bengt Braun, Presi-
dent and CEO, Bonnier AB; Professor Thomas Falk, Director,
Federation of Swedish Industries; Kalevi Kontinen, Executive
Vice President, MeritaNordbanken Plc; Matti Lehti, President
and CEOQ, TietoEnator Corporation; Kaj-Erik Relander, Execu-
tive Vice President, Sonera Corporation; and Anders Ullberg,
CFO of SSAB. The Chairman of the Board is Olof Lund and the
Deputy Chairman is Aulis Salin. The employees representa-
tives are Eeva Luoto and Paul Wiberg and their deputies are
Juha Reinisalo and Bo Persson.

Business operations

TietoEnator provides consulting, system development, integra-
tion and maintenance services. Supporting these services are
a profound knowledge of its customers’ businesses combined
with superior IT expertise. The Group serves customers in the
finance, telecommunications, energy, postal, retail, media,
transport, logistics, travel and tourism, public services, and
process and manufacturing sectors. It also provides services
unrelated to these specific customer sectors: processing and
network services, and software services for financial,
personnel and logistics management. The largest IT invest-
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ments required by the emerging “digital economy” relate to
core business systems. Building and maintaining such systems
requires a profound knowledge of the business sectors in-
volved, coupled with the highest level of IT expertise. Tieto-
Enator plays acrucial role inthe development of its customers’
digital business systems.

Changes in Group structure

Following its strategy of concentration on its core businesses,
TietoEnator decided to withdraw from the Defence and Net-
work Infrastructure Hardware businesses.

TietoEnator's services for the Swedish defence industry
were merged with Celsius Aerotech AB on 1 January 2000 to
forma new group called Aerotech Telub, which is 57 % owned
by Celsius and 43 % owned by TietoEnator. Aerotech Telub has
annual net sales of EUR 252 million and approximately 2,600
employees. Thisdeal reduced TietoEnator’s personnel by about
1,000 employees and its annual net sales by some EUR 107
million. TietoEnator also sold Information och Media AB
to Aerotech Telub in January 2000. Information and Media's
core operations are information supply and documentation and
its main customers include the Swedish defence industry.
The company has annual net sales of approximately EUR 15
million and 160 employees.

Hardware is not part of TietoEnator's core business. For this
reason TietoEnator has decided to reduce its holdings to below 50
% in the Swedish company Dotcom AB and Danish NetDesign A/
S, both of which specialize in network infrastructure hardware.
The target is to accomplish this during the first half of 2000.

Atthe end of 1998, Tieto Corporation and the Swedish com-
pany Entra Data AB decided to combine their banking, financ-
ingandinsurance operations. The combination wasimplement-
ed by a privileged issue of Entra shares to Tieto. As an internal
reorganization, Entra Data AB acquired Enator’s banking and
finance sector operations in Sweden.

In compliance with the conditions set by the Finnish Com-
petition Authority, Enator AB's Finnish subsidiary Enator-ryh-
ma Oy was sold in November 1999 to a new company formed
by investors.

Management changes

Juhani Strdmberg was appointed Senior Vice President, De-
velopment and a member of the Group Management Board
after Kenth-Ake Jonsson became President and CEO of Atle IT.
Mr Strémberg was previously responsible for new businesses
in the Processing & Network Support business area.

Eric Osterberg has been appointed Senior Vice President,
Corporate Communications and a member of the Group Man-
agement Board following the resignation of Kjell Westerback.
Mr Osterberg leaves Ericsson to join TietoEnator on 1 May 2000.
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Changes in legal structure

Combination/
No of acquisition or

% share  Netsales employees divestment  Business

Combinations and acquisitions

Enator AB 100 1 Jan 1999

Entra Data AB 56*) MEUR 37 385 1 Feb 1999 [T financial services

Dansk Informations Teknologi A/S, DIT 100 MEUR 8 75 1July 1999  Solutions to unemployment
benefit funds and trade unions

NetDesign A/S 100 MEUR 18 59 1May 1999 Data networks and qualified
guidance, training and service

Visual Systems Ltd 20 MEUR 2 38 19Aug 1999 Development and marketing of
network applications

Aerotech Holding AB 43 MEUR 252 2,600 1Jan2000  Swedish defence-related operations

*) voting rights 50 %

Divestments

Enator-ryhmd Oy 100 MEUR 11 120 1Nov1999  Development of business intelligence
and business support systems

Defence business including

the following companies: 100  MEUR 107 1,000 1Jan2000  Swedish defence-related operations

Enator Communications AB

Enator Communications A/S

Enator Driftentreprenader AB

Enator Internservice AB

Enator Miltest AB

Enator Moveo AB

Enator Teleanldggningar AB

Enator Telub AB

Telub AB

Enator Holding AB

TietoEnator Information och Media AB 100 MEUR 15 160 1Jan2000  Swedish defence-related operations

including the following commission agents:
TietoEnator Information Management AB
TietoEnator Inforum AB

TietoEnator Utbildning AB

Financial objectives

The overall objective is to improve shareholder value through
growth, profitability and efficient use of capital. The specific
financial targets are:

- organic growth at least in pace with market growth

- additional growth through acquisitions

- operating profit margin (EBIT) to exceed 10 %

- each business area to create shareholder value.

Capital efficiency also means avoiding overcapitalization
of the balance sheet. The gearing target is between 0 % and
30 %. Excess liquidity can be distributed to shareholders if
distributable funds permit, using both dividends and share
buybacks.

Financial development
The combination of Enator and Tieto took place on 7 July 1999
but TietoEnator's accounts have been consolidated according
to the pooling method from the beginning of the year. The fi-
nancial statements for prior years are pro forma consolidated.
Group netsalesrose 13.9 % to EUR 1,229.1 million(1,079.2).
Excluding exchange rate effects, growth was 13.4 %. Organic
growth in local currency for comparable units was 7.3 %.
Growth was strongest in the Finance sector owing to Entra,
which has been consolidated from the beginning of
February 1999. Defence Sweden continued to show weak
growth due to poor demand. Geographically, growth was 14 %
in Finland, 9 % in Sweden and 40 % outside these countries.



Net sales and operating profit by business area

Net sales Operating profit Margin

Jan-Dec Jan-Dec Growth Jan-Dec Jan-Dec Change Jan-Dec Jan-Dec
EUR million 99 98 99 98 99 98
Finance Sector
- Under TietoEnator management 178 124 +44 %
- In proportion to TietoEnator holding 140 89 +57% 184 158 +16% 131% 178%
Services 193 161 +20% 85 182 -53% 44% 113%
Public Sector
- Under TietoEnator management 192 174 +10%
- In proportion to TietoEnator holding 188 171 +10% 24.8 193 +29% 132% 11.2%
Process & Manufacturing 131 120 +9% 15.4 117 +32% M7% 97%
Processing & Network Support 250 226 +11 % 33.8 304 +11% 135% 135%
Application services 120 106 +13% 18.2 16.1 +13% 151% 152%
Group eliminations | -72 54 +33 %
TietoEnator business areas 950 819  +16% 1191 111.5 +1% 125% 13.6%

Reorganization

Network Infrastructure 145 113
Defence Sweden 122 130
Other 21 23
Group eliminations Il -9 -6

Total net sales / operating profit
before goodwill amortization 1,229 1,079

+28 % 1.7 24 -171% 12% 21%
-6 % 9.8 125 -22% 81% 96%
-8.7 -12.2
+41 %

+14% 1185 1142 +4% 96% 106%

Amortization of goodwill

OPERATING PROFIT (EBIT)

-10.8 92 +17%

107.7  105.0 +3 % 88% 97%

Operating profit (EBIT) was EUR 107.7 million (105.0), which
corresponded to an 8.8 % profit margin. The figure includes non-
recurring income of EUR 20.0 million from gains on property
sales and divestments. Costs related to the combination are
estimated to be EUR 16 million. This includes external combina-
tion costs and internal effects of restructuring. Operating profit
also includes a provision of EUR 14.7 million (14.7) for annual
bonuses and the personnel development and training fund.

All the business areas except Services increased their
operating profits. Services has changed its strategy towards
verticalization (telecom, energy, retail). This together with
higher costs in new technology projects has a negative impact
on the result. The impact of new technology projects has been
about EUR 8 million. Weaker demand of low value added serv-
ices also affected the profitability of services in Swedenand in
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Norway. The decrease in the Finance sector’s margin is due to
Entra.

Operating profits declined in the units under divestment.
After the divestment decisions the main emphasis in these
businesses has been on rationalization and on preparing for
divestment, which weakened profitability.

Earnings per share were EUR 0.90 (0.96), and EUR 1.04
(1.08), excluding amortization of goodwill.

Returnon capital employed was 29.5 % (33.6)and returnon
equity 21.2 % (25.2 %).

The order backlog, which comprises only those services
ordered with binding contracts, totalled EUR 478.8 million on
31 December 1999. The order backlog for Network Infrastruc-
ture and Defence Sweden, which totalled EUR 93.6 million,
has been excluded from this figure.
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*Repayment from SPP

According to information from the Swedish Staff Pension So-
ciety (SPP), a sum of EUR 31 million deriving from SPP“s consol-
idation surplus has been allocated to companies within the
TietoEnator Group. This is not reflected in the financial state-
ments. To date, SPP has not stated how or when these funds
will be made available.

* Investments
Direct investments in fixed assets and other long-term assets
totalled EUR 102.8 million. EUR 38.4 million was spent on
machinery and equipment, EUR 40.7 million on subsidiary
shares and EUR 10.9 million on property investments related
to the Group’s main business premises in Espoo was spent.
Capitalized leasing commitments due to a change in ac-
counting principles were EUR 19.9 million.

e Financing

Cash flow from operations totalled EUR 117.2 million. Capital
expenditures were EUR 56.9 million and EUR 22.5 million
was spentinacquisitions. Divestment of Group companies and
sale of fixed assets increased the Group cash by EUR 34.8
million. Dividend payments were EUR 33.5 million. EUR 16.0
million was spent on redemption of the Enator minority.

The increases in share capital, disapplying shareholders’
pre-emptive subscription rights, and the bonds with warrants
are described under Shares and Shareholders.

Total assets amounted to EUR 702.6 million (561.0). The
equity ratio was 52.8 % (56.8 %) and gearing was -13.2 %
(-15.9 %). The company had cash and bank reserves of
EUR 113.8 million (84.6) and uncommitted credit limits of
EUR 20 million.

Personnel

The average numberof employeesincreased by 9.6 % to 11,058
(10,089) during the year. During the year 1,584 new employees
were employed. Together with leaves of 1,079 and structural
changes the full time employees totalled 11,098 (10,335) at
the year-end. Employee turnover decreased from 11.3 % to
9.8 % during 1999.

TietoEnator devoted further efforts and resources to per-
sonnel recruitment and competence development. Personnel
development focused principally on maintaining and improv-
ing the expertise required for e-business.

As in earlier years, personnel remuneration also included
annual bonuses and bonds with warrants.

Development

The thrust of the Group’s development focused on network-
based business concepts and applications. Work started on
development of the new eBiz concept for e-business. eBizaims
to offer customers the best package of products and expertise
for their specific needs, regardless of how these products and
areas of expertise are organized within TietoEnator.

Short-term prospects

Demand for IT services will remain strong and will focus on
electronic services. Following the millennium shift, digitiza-
tion of production and distribution is now the main demand
driver. Information networks are emerging as the most impor-
tant service channel in our society, encompassing the produc-
tion, distribution and consumption of all products and services
thatcan be digitized. This trend is especially pronounced in the
Nordic countries, which have become the forerunners in wire-
less communications and Internet banking.

TietoEnator's focus on strong North European vertical mar-
kets and high-value-added services throughout the 1990s fa-
vours the company's development in the new Information So-
ciety. Tieto's and Enator's pooling of resources, which has pro-
ceeded as planned, now enables the company to take the next
steps forward: further consolidating our presence in Europe
and pushing the strongest solutions to the global market.
TietoEnator’s international spearhead solutions are mobile and
Internet banking, mobile telecommunications and media, dig-
ital government and the digital forest chain. Investments in
growth will rise and acquisitions will have a greater impact on
the Group's growth than in the preceding year. TietoEnator's
long-term growth target has been raised to 20 %. In 2000
growth, excluding reorganization, is expected to be higher than
in 1999. However, the first half is expected to be below and
second half above the average for the year. Growth in the first
months is slowed by TietoEnator's internal restructuring meas-
ures carried out in 1999 and by the gradual increase in invest-
ment activity by customers following the critical millenium
shift.

Non-recurringitems arising as planned from lastyear's com-
bination will continue to have some impact on the Group's
result in 2000. Structural changes, notably in Sweden, will
generate both costs and income, which are expected to result
in a net positive impact in 2000. Personnel costs, a crucial
factor in our performance, are expected to develop as in the
preceding year. The increase in investments in research and
development, intellectual capital and acquisitions will
strengthen our long-term profit growth at the expense of short-
term profitability. The Group is expected to report a stronger
result in 2000 than a year earlier.



Net sales by country, 1Jan -31Dec 1999

1999 Growth Share 1998 Share
MEUR 1-12 % % 1-12 %
Finland 489 14 40 429 40
Sweden 598 9 49 548 51
Norway 62 6 5 58 5
Denmark 48 167 q 18 2
Germany 16 33 1 12 1
Other 17 21 1 14 1

1,229 14 100 1,079 100

Personnel on average by Business Area

1999 Growth Share 1998 Share
1-12 % % 1-12 %
Finance Sector 1,447 45 13 995 10
Services 1,793 11 16 1,616 16
Public Sector 1,767 3 16 1,712 17
Process & Manufacturing 1,164 0 1 1,159 "
Processing & Network Support 1,575 11 14 1,415 14
Application services 975 13 9 863 9
Reorganization:
- Network Infrastructure 760 18 7 642 6
- Defence Sweden 1.241 -6 11 1,327 13
Other 336 -1 3 360 4
11,058 10 100 10,089 100
Personnel on average by country
1999 Growth Share 1998 Share
1-12 % % 1-12 %
Finland 4,768 5 43 4,540 45
Sweden 5,220 10 47 4,757 47
Norway 581 16 5 499 5
Denmark 247 m 2 17 1
Germany 106 9 1 97 1
Latvia 84 121 1 38 0
Other 52 21 1 41 0
11,058 10 100 10,089 100

The personnel figures include all the personnel in the associated companies under TietoEnator's management.
Calculating total personnel in relation to TietoEnator’s holding in these companies, TietoEnator had 10,756 ( 9,799) employees.

TietoEnator — Building the Information Society
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Income Statements

GROUP PARENT COMPANY

EUR 1,000 Note 1Jan-31Dec1999 1 Jan-31Dec1998 1Jan-31Dec1999 1 Jan-31 Dec1998
Net sales 1,229,057 1,079,233 333,640 255,164
Other operating income 1 26,972 4,826 8,002 12,823
Costs of revenue 2 214,218 188,808 29,913 25,119
Personnel expenses 3,4 606,146 511,692 146,983 118,515
Depreciation 8.9 46,029 38,102 18,505 17,211
Amortization of goodwill 8 10,791 9,553 2,773 2,417
Other operating expenses 272,433 231,784 95,120 63,881
Share of associated companies’ results 1,315 868 - -
Operating profit 107,727 104,988 48,348 40,844
Financial income and expenses 5 1,578 1,964 13,734 5,979
Profit before extraordinary items,

appropriations and taxes 109,305 106,952 62,082 46,823
Extraordinary items 6 - 24,604 12,501 9,561
Change in depreciation difference - - 3,936 3,357
Direct taxes 7 -311171 -32,217 -23,271 -15,311
Minority interests -3,051 -976 - -
Profit for the period 69,077 98,363 55,248 44,430



Comments to Income Statements

Net sales rose by 13.9 % or by EUR 149.9 million to EUR
1,229.1 million. Excluding exchange rate effects, growth was
13.4 %. Organic growth in local currency for comparable units
was 7.3 %.

Other operating income includes a gain on property sales
and divestments of non-strategic businesses totalling EUR 20.0
million which can be regarded as non-recurring.

Cost structure
Costs of revenue 19.6 %

Personnel expenses 55.5 %

Other operating expenses 24.9 %

Personnel expenses grew by 18.5 % and were 49.3 %
(47.4 %) compared with net sales. The average number of
personnel was 11,058 (10,089). The