A Short History of S Group

It's basic business idea and cooperative
values as the frames of all businesses

Kari Neillimo
CEO, Chairman
D.Sc (Econ)
SOK Corporation, Finland



”You are a small group, but you have a
future and you have supporters and
helpers”

With these words an early keen promoter of co-operative
stores in Finland, Viktor Fagerstrom, concluded the
constitutive meeting of the Finnish Central Co-operative
of stores (SOK) in 1904 at Tampere and wished
representatives of the 12 founding co-operative stores a
safe trip home and success with their co-operative store
businesses.
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S Group Ups and Downs

Years of Co-operative Private stores Private Trade
Oppression stores more more efficient stores lose becomes
Poor services efficient & & modern than vision international

of private modern than co-operative Competitors
stores private ones ones stand up
= 1900 2000 ==
Co-operative Years of Tougher Heading for
societies strong growth: competition in success in 1990’s:
arrive in 1920's and 1960's and vision
Finland 1930's 1970's: For You in Finland
in late 19th & vision gets
early 20th _ _ lost _ _
century  Pioneering The two wars Time of major Co-operatives
days of & the time of changes in 21st century:
early 20th reconstruction in the 1980's: vision
century: vision after them: vision gets Your partner in
co-operative 1940's and clearer Finland
ideology 1950’s
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Development of Vision for S Group

Clear vision guided
development —
vision developed

Your partner in

Co-operative Your benefit in : . Our shop —

. : . Finland — vision .. :
ideology as a Finland — vision of the early 21st  VISION of the mid-
vision of the 1990's Y 21st century

century
Emphasis on chain Emphasis on Emphasis on
Powerful up to activities and customer-owners, co-operation,
early 1950's customer-owner regionality and know-how &
benefits efficiency efficient networks
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Common Mission

Values

Common mission
The mission of S Group is to produce
services and benefits to its customer-
owners — customer is owner and co-
operative partner

Vision, Goals and

What are
we here
for

Common vision
Our store

What we
want to be
like

Common goals
Business ideas
Strategies
Goals
Operation Models

What kind
of goals
and

activity

Common values
Productivity
Responsibility
Renewal
Partnership

Guiding
values
and
principles
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The S Group of the 21st Century

Cl_ear
business
concept

S Group mission statement guides all activities of the group:
Producing services and benefits for customer-owners

S Group is a Finnish business group that is strongly
international in many of its activities

S Group operates through regional co-operative stores and
regional structures near its customer-owners, common Regional
people

S Group is a co-operative group of companies that
emphasizes the central values of Finnish society in its Co-oper-

decisions and actions, i.e. regionality and a democratic mode ative
of action

S Group seeks to be a human and economically strong group
of companies that is a front runner in the customer-centric
development of its business sectors within a market
economy

M
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What is a Human Market Economy
Company Like

Human market economy
companies emphasize

Human market economy
companies are

Partnership of management,
personnel and interest groups

Trust, justness

Modern, well managed companies
where internal personal relations
are based on trust, respect of each
other, and justness

Management by value and
connection of ethical values to
mode of operation of the company

Social responsibility in a human
market-economy company covers
economy, environment and people

Success of the company is a
~__common asset that can be
influenced by one's own activities

and know-how

It is a modern management style in
a global and mulgdlmensmnal
wor
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Customer-owners,
regionality, co-operation
and domesticity =

For customer owners
and the region

Multi-portfolio business,
control of business
concepts & good network
coverage =

Versatile, cheap, and
first-rate services
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Qur
store

Cost-efficiency &
management in business
and in support & service

activities =

Efficient, productive,
and cheapest shopping
basket

Personnel &
management,
data systems &
management b
information, ~
S Groug!o co-operative
network & specialization =

Skilled and co-
operative persons for
all tasks



Rational and Emotional View of the
Imﬁortance of the Co-operative In
the Everyday Life of a Member

Rational view = efficient company

Very important in our Familiar and safe co-
daily life operation partner

Our
Positively differs -
companies P

store
Emotional view = institution of members
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Structure of S Group In brief

22 Regional Coops, which own SOK Corporation
SOK Corporation

Associated Company Inex, Centralized
purchasing and logistics

Retail Sales 2004 : 7.929 B€ (+10,9 %90)
Operational Profit 2004 : 302 M€
Total Personnel 2004 : 26 353

Bonus payments to members / Customer Owners
2004 : 167 M€

K Neilimo / SOK /9



Purpose of the S Group

The purpose of the S Group Is to
provide services and benefits for
customer-owners.
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Structure of S Group

Members / Customer Owners of
Regional Coops

Ownership

22 Regional Coops

Business units

Department Service Hotels &
stores stations restaurants
Food and - Agri
grocery Carudnc?{glery business
shops units

Products and Services to members /
Customer Owners and other
Customers

SOK Corporation
:.;’ SOK'’s Chain S Group's
operating manage support and
| business _ ment of _ service

companies S Group functions
S Group's

business
unit in Baltic

States
Hypermarkets
Car delivery
Bonuspartners

( Vattenfall, Radiolinja, Isku, Silmaasema,
Matkavekka, Hammassairaala Oral )
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The S Group 2000 - 2004

2001 2002 2003 2004
Retail sales (M€) 6.554 6.858 7.149 7.929
- regional coops 5.340 5.640 5.894 6.653
- SOK Corporation 1.214 1.218 1.255 1.277
Operating profit (M€) 246 288 283 302
- regional coops 207 232 229 247
- SOK Corporation 39 55 52 55
Personnel 22.615 22.814 | 23.437| 26.353
- regional coops 18.078 18.169 18.488 21.563
- SOK Corporation 4.537 4.645 4.949 4.790
Gross investments (M€) 236 242 345 370
Bonus payments to 100 116 132 167

customer owners (M€)
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The S Group’s retall trade by branch
2004

Total EUR 7.929 million + 10,990

[0 Speciality
B Hotels/ goods
restaurants 4 %
8 %

= Hardware /
Agri
13 %

= Car
dealerships
9 %
w Food &
grocery
59 %

B Service
stations
7 %
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S Group's Leading Chains 2005

Units
28.2.2005

Prisma (hypermarket) 46
S Markets (supermarket) 369
Sale (neighborhood store ) 171
Alepa (neighborhood store ) 73
Sokos (department store) 20
ABC and other service stations +

unmanned stations 162
Agrimarkets and Machine Centers 154
Sokos Hotels 37
Radisson SAS Hotels 6
Chain restaurants 226
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S Group retall sales by chain 2004

Prisma

S-market

Sale + Alepa

Sokos
Hotels&restaurants
Car dealerships
Service stations

Agrimarkets
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M€

1896
| 2283
464
299
601
| 719
594
997
. . . .
500 1000 1500 2000 2500

+ 12,0 %0

+ 10,7 %

+ 21,6 %0

+ 14,1 %0

+ 11,2 %

+ 4,2 %

+ 19,2 %

+ 3,8 %0



Number of customer owners
1998 - 2004

1 600 000
1 465 52/

1 400 000 B

1 183 286
1 200 000 B
1 064 314

1 000 000 970 213 U

837 023

656 869

600 000 B

400 000 B

200 000 B

O I I I I I I
1998 1999 2000 2001 2002 2003 2004
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Bonus Sales to customer-owners

1998 — 2004 Mrd.€

6,0
54
>0 4,6
4 2
4,0 3,7
3,1

&0 2,6

2,1
2,0 1+
1,0 40 % 43 % 48 % 52 % 54 %o 57 % 60 %0

Sales Sales Sales Sales Sales Sales Sales
0,0

1998 1999 2000 2001 2002 2003 2004
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Bonus payments to customer-
owhers 1998-2004 M€

180 167

160

=
w
N

140

100

100
82

80 66

an
w

60

40 +

20

1998 1999 2000 2001 2002 2003 2004
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Market share 26 of Finnish retail groups
1995 — 2004/2005 ( food & grocery )
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Strategic Success factors of S Group

Customer strategy

Committed customer-owners as
partners

Cost-efficiency strategy
Cost-efficiency of activities

N Z

Strategic choices
of S Group

Zd N\

Network and portfolio
strategies

Diversified & competitive
business portfolio,
effective business formats &
growth potential

Management strategy

Management by information &
networking
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Cornerstones of Strategic Success of
S Group

Cost-efficiency and management in
business and in support and service
activities

Customer-owners, regionality,
co-operation and domesticity

Customer-owner focus as Efficiency as competitive

competitive edge edge

The mission of the S Group is to produce services and benefits to its
_ customer-owners
Customer is owner and co-operative partner

Know-how, co-operative
networks and management

by information as
mpetitive advanta

Quality, price and versatility

as competitive advantages

Personnel and management,
data systems and management by
information, S Group co-operative

network, and specialization

Multi-portfolio business, control of
business concepts and good
coverage of network
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Notes of the operating environments
of trade and services In early 21st
century

Globalization and Business alliances
internalization and networking
of business

Growing social | ‘
responsibility extel\ﬂ?jr(]a%lg\(/aarlrlluegtcg;ins
of business companies
Tighter competition environment
- prices Utilization of technology
- network and information
- speed / \ / \

Challenges &
possibilities

Fragmentation of Territorial concentration
consumption, small of markets and
households, aging, Increasing

"soft” values etc. mobility
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The Strategic Choices of S Group are
Based on Business Idea and Vision

Customer strategy

Committed customer-owners as
partners

Cost-efficiency strategy
Cost-efficiency of activities

N\ 7

Strategic choices
of S Group

pZd ~

Network and portfolio
strategies

Diversified and competitive

business portfolio, effective

business formats and growth
potential

Management strategy

Management by information and
networking
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The Core of S Group Competitive
Edge and Success Is, and Will be, its
Business Concept

Decision-making and mode of

operation U '
~ . se of profits
Members = Owrrheéﬁeﬁgoose decision- Profits to members = customer-

owners, their companies and the

Decision-making is democratic and region

emphasizes social responsibility of
co-operative business

N rd

The mission of S Group Is to produce services and benefits
to its customer-owners
Customer-owner is owner and co-operative partner

7/ AN
Services and benefits - Co-operation
Making buying cheaper and easier Efficient network of SOK and co-
for customer-owners operative stores extends from
Wide network and cheap shopping customer-owner to providers of
basket goods and services
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Aim of the S Group

UNITS AND COMPANIES PRODUCING BENEFITS

APRISMA | .;3 | acrs_ S MARKET
r) gﬂi} & m SOKDS @ HOTELS
Sale gemotion | | Resieen® | | Wpmumees
' s enivoto
oma Wl e Wl ] s, e
' partners
T h e S G rou p S - Customer-owners .
m | SS | on: CUg’MLﬂ"é‘EH' - Concentration of purchases | sumasgm
P d DATABASES Tﬁiﬁ:ﬁﬁf
roaguce Customer S-ETUKORTT! e 8 .
products and cta 0 e
benefits to -

customer
owners

Customer-owner
benefits

BENEFITS FOR CUSTOMER-OWNERS

MEMBERSHIP BENEFITS BASED
BASED BENEFITS UPON THE UTILISATION

* Product and service benefits woeER e

* Customer-owner mailings » Bonus

*» Interest on the participation share » Distribution of surplus

* Accounts in the savings * Rewarding recognition

association

* The S Benefit Credit g
* Opportunity to influence =
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