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Itella in Brief

A Solutions for the efficient management of
product and information flows in Europe and Russia

A Itella Logistics

I Service logistics for freight & forwarding and warehousing
A Itella Information

I QOutsourcing solutions for invoicing and financial management
A Itella Mail Communications

I Postal services and CRM solutions

A Track record of nearly 400 years
I postal industry leadership of levering technology
All shares owned by the state of Finland
Net sales MEUR 1.842, EBIT MEUR 38 (2010)
28 000 employees

To To I

www.itella.com/aboutus
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The basisof | t e Istitategy:s itella®

C UsSt o Key pracesses

A We help our customers to enhance their competitiveness and run their
business more successfully

A supporting customers by offering services related to sales and marketing,
deliveries, invoicing and financial management.

A Business customers account for 96% of net sales, consumers 4%

Supply chain Invoicing and
les management financial
ustomer relations administration




ltella Maill Communications
(17 9 2011)

A Profitability weakened significantly
The decline in volumes continues

A

A Parcel volumes increase as online
shopping grow

A

Significant measures to increase
efficiency were Initiated

MEUR 1-9 1-9 | Change
2011 | 2010

Net sales 828.6 | 821.3 0.9%

Operating result 3.9 27.6 | -85.9%

-excluding non- 17.7 429 | -58.7%

recurring items

Operating result -% 0.5%| 3.4%

4 26.10.2011
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1st class letters

- 13%

2nd-classletters
+ 8%

Addressed direct
+ 2% ‘

Unaddressed direct
-12%

Newspapers - 5%

Magazines - 5%«

Parcels + 7%



Itella Maill Communications

prepares for the revolution in postal services

A The postal industry in Finland is facing the biggest change in
its history. Electronic communication is winning ground and
the new Postal Act will open up the postal market.

A As aresponse to communication becoming electronic,
ltella develops new, even more versatile solutions for
both physical and electronic communication.
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All countries differ within the EU (\

A In Finland 84 % of the population lives in
urban areas, covering 2,4 % of country

A 16 % of the population lives in rural
areas, covering 97,6 % of country

A Finlandés | and area i s e
Germany

A There are 5,4 million inhabitants in ;z??»
Finland A‘%’&i

i In order to have the same population
density as Holland should be 146
million inhabitants and 78 million if
compared with density in Germany
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Source: Statistic Finland 2008

6 1/12/2011



O
itella®

The reality of malil delivery in sparsely-populated
Finland

A ltella's mail delivery drives about 270,000 km per day,
an annual total of 68 million km.

A There are almost 7,000 delivery routes. 1,000 (15%)
of them is over 100 km.

A During his or her shift, a mail carrier has time to carry
many times the amount of mail in a city center
compared to a sparsely populated area.

A The postal charges collected in the major
cities help maintain the services offered in
sparsely populated areas.

A 18,000 ltella employees work for the benefit
of the domestic postal service network.

7 1/12/2011



The reality of mail delivery in sparsely-populated |tella.

Finland
12 million items a day, 3 billion a year

RECIPIENT O

SENDER

Q)
bl

Deli ( Collecting the shipments
tlfeh:":c’%%gnt o % l""I'I:I:IJ.'I:I to Itella’s network

Collecting the shipments
Pre-delivery @ to Itella’s network
sorting o

Area delivery to the
delivery locations

Sorting at a post
center or terminal

y
it Sorting at a post
T 5

il center or terminal

m 0 Line haul
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Internet is a changing force

Addressed letter volumes in Europe
(source: Itella BI/Nikali)
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itell
High Speed Broadband Available to a®

Everyone in Finland

A 1 Mbit/s by 2010 as a Universal Service

I By July 1st, 2010 every permanent residence must have a reasonably
priced access to a fixed or wireless subscriber connection with an average

downstream rate of at least 1 Mbit/s.

A 100 Mbit/s by 2015
i By the end of 2015 all permanent residences
shall be within two kilometer reach of B w .!
high-speed connection permitting at least
100 Mbit/s connections.




NetPosti T digit

BENEFITS FOR
SENDER
COMPANIES

Cost-efficient way to
deliver letters to
CONSUMers in a secure
and verified manner

O
al mailbox for consumers itella@®

ONLINE
Invoices, pay ALTERNATIVE
slips, letters FOR CONSUMERS

from the
authorities and
other B2C
letters in digital
format

Digital alternative to
receive letters that you
would otherwise receive
home by malil

A 4,000 senders (companies, organizations,
authorities)
A 300,000 receivers (consumers)
A 7,000 forms from 250 authorities
A 170 digital magazines from 80 publishers
A WWW. n9tp05ti fi Itella Corporation
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Postal Act itella®@

Postal market in Finland has been fully liberalized since 1 July 1991.
The new Postal Act entered into force on June 15t 2011.

The key issues of the new Postal Act include the content of the universal
service, service level and financing model, and rules of the competition.

Scope of the Act is physical mail.

To provide postal services for addressed letter mail a license issued by
the Council of State is required

The Finnish Communications Regulatory Authority (FICORA) is an
independent organization that is responsible for supervising the
compliance with the Postal Act and corresponding regulations.

o Do Do Do Do I»




The universal service obligation, scope  'tella®

A Letters up to 2 kg paid with commonly used forms of cash
payment (i.e. stamps)
I Minimum letter service that must be made available is
delivery on the second day following the day of sending.

I If other single piece letter services are provided, they are also
included in the USO.

Parcels up to 10 kg paid for with commonly used forms of cash
payment and which a user may collect at a post office;

I Transport and delivery services for incoming items up to 20 kg;
Service for registered and insured items as referred to above.

The universal service covers both national and cross-border
services. 72 p

Invoiced services based on a contract (bulk mail)
are not part of USO. -

The distribution of newspapers and magazines as well a
unaddressed items is not regulated and therefore
not part of the universal service. A
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Universal service obligation itella®

A Quality requirements

I J+2: 95 %; J+3: 98 %

I J+1: 80% (applies only if priority service is provided)
A Frequency of collection and delivery

I atleast once every working day (5 days / week)

I derogations allowed due to difficult circumstances, delivery even then at
least once a week.

I The number of households subject to the restriction may not exceed 300
in the whole country.

A Number of post offices
I USP shall have at least one facility providing universal service in each
municipality.
I access to a service point shall be within a reasonable distance of users

permanent residence; detailed provisions on distances etc. will be given
by a government decree.

14 1/12/2011 Paivi Rokkanen, Itella Corporation
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Universal Service Provider

A The obligation to provide a universal service is assigned
to a postal undertaking by decision of FICORA on the
basis of an evaluation of the postal market.

I The obligation could also be specifically left unassigned
iIf the provision of services falling within the sphere of the
universal service is sufficient. The first evaluation of the
market and USO assignment decision(s) shall be made
in December 2011




Financing the USO

A

O
itella®

The USP has a right to be reimbursed from central government funds
for that part of the universal service net costs which constitutes an
unreasonable financial burden.

I The decision to reimburse net costs is taken by the Ministry of
Transport and Communications based on calculations by the
FICORA.

Other postal undertakings shall be obliged to contribute to the cost
reimbursement in a manner set out under separate provisions.

The Ministry of Transport and Communications has set out a working
group to prepare these detailed provisions by 15t April 2012.
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Going paperless: developing
operations for a digital world

Paivi Rokkanen, Itella Corporation



In the rural area of Anttila Itella conducted a field |tella.
experiment oLiving Labo, that f
development of new postal services

The Living Lab was started by
trying a new service concept
during spring 2010

122 households and 17 small
companies participated in the
trial on a voluntary basis




In the trial mail was delivered both in paper | ®
and electronic form itella@®

AMail was delivered twice a week to the mailbox
as usual.

AOn other days mail was delivered to the post
locker located by the village shop.

AMail that was not retrieved from the locker was
delivered to the mailbox twice a week.

AParcels that earlier had been picked up from the postal service point in the village
were retrieved from a parcel machine located in the village shop.

AFirst and second class letters were scanned
and delivered electronically to NetPosti. After
scanning mail was put back to envelope and
delivered in paper form.

Alt was also possible to receive letters to
NetPosti from selected senders without format
conversion.

19 1/12/2011
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In December 2010 the trial was extended to
digital delivery of a local newspaper

A15 households and 49 recipients participated in the trial
Athe newspaper trial lasted 6 months

Ain the trial a newspaper was delivered in digital form to the Netposti
electronic mailbox

20 1/12/2011 Copyright Itella Corporation



