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PRESS RELEASE FROM SCRIBONA AB

February 10, 2000

Report on operations, 1999

New Group structure provides a platform for enhanced competitiveness and growth.

· Sales amounted to MSEK 8,278 (8.880), a decrease of 7% compared with 1998.

· Operating income before items affecting comparability totaled MSEK 100 (147).

· Income before tax was MSEK 76 (325). The year’s income was charged with costs of MSEK 34 for the sale and wind-up of operations, while income for the preceding year included a gain on units sold of MSEK 156.

· The Board has decided to propose to the Annual General Meeting an unchanged regular dividend of SEK 1.50 per share.

PRESIDENT’S COMMENTS

After the strong earnings trend for Scribona in 1998, 1999 was a transitional year. This applies particularly to distribution operations in the Scribona Distribution business area, which suffered both a drop in sales and lower earnings.

There are several reasons for this development. Demand for PC products in 1999 was adversely affected by the market’s increasing hesitancy to invest in new IT equipment prior to the millennium shift. The personnel PC boom in Sweden during 1998 also led to a severe slump in Swedish demand for PCs during 1999 and subsequently also weaker demand for peripheral equipment and PC accessories. The number of PCs delivered in Sweden during 1999 was almost 30% lower than in the preceding year. 

There are additional explanations for Scribona Distribution’s earnings trend. Restructuring of the business area’s operations in Finland during the autumn exerted considerable strain on the year’s result. Furthermore, the persistently weak Baltic market led to sizeable losses there and a decision has therefore been made to wind up Scribona Distribution’s commitments in the Baltic region.


The Y2K problem also had an impact on demand in Scribona’s other two business areas. Despite this, sales growth was achieved and operating income in both Scribona Solutions and Scribona Brand Alliance was on par with the previous year.

The deployment of our new business system was completed during the year, facilitating continuous improvements in functionality and productivity.

During 1999, our co-owned Danish Internet company Proventum more than doubled its business. Proventum is an Internet consulting agency with a focus on e-business. The company has 50 employees and is expected to undergo powerful growth. Scribona’s 40% holding and 9% convertible participation are reported at MSEK 6.

Although demand stagnated temporarily during 1999, we see favorable prospects for development in the market for IT products during 2000 and the next few years. Today there is a need for new and replacement investments in IT products, and technology and product innovations will continue to generate vigorous growth in the industry. New buying patterns, largely based on e-commerce, and changing roles in the supply chain are spawning new business opportunities for Scribona.

In response to this, during 1999 we have refined our organization and structure to better exploit this new market and business potential. Three new business areas have been established, each focused on its own market segment and built around its specific competence requirements.

Scribona Solutions is a leading Nordic player in the market for value added distribution of IT infrastructure. This business area is Scribona’s most expansive and is pursuing growth of at around 40% per year, necessitating a partly acquisition driven expansion. At the end of the year, three acquisitions were carried out in this business area that will contribute estimated annual sales of around MSEK 350, with a satisfactory addition to earnings. 

Scribona Distribution is the Group’s business area for effective volume distribution of IT products. At present, the distribution structure in this market is undergoing major changes. Among other things, an progressive rationalization of product handling through new forms of collaboration between distributor and reseller is taking place. One example of this is the new strategic partnership that is planned to start in the second quarter of 2000 with the reseller Alfaskop in Sweden, in which Scribona Distribution will take over full responsibility for product supply to Alfaskop’s customers. This will lead not only to added sales of approximately SEK 1.2 billion per year, but will also bolster the business area’s profitability.

The third business area is Scribona Brand Alliance, which serves as an exclusive agent for leading brand manufacturers. This business area is showing stable and high profitability. The range of market-leading products from Toshiba and Ricoh is being developed and diversified at a steadily increasing rate, which is expected to generate powerful growth for Scribona Brand Alliance over the next few years.

The Group’s new and more focused structure will enable Scribona to achieve more profitable growth. Together with the acquisitions carried out at the end of the previous year and the beginning of the current year, it will facilitate robust growth and an improved result for the Group in 2000.

DEVELOPMENT IN 1999

Sales and income

Scribona’s sales for 1999 totaled MSEK 8,278 (8,880), a decrease of 7% compared with the preceding year. For comparable units and adjusted for exchange rate movements, the decrease between years was the same. Most of the sales fall-off took place during the final quarter of the year. Although this is normally a very strong quarter in terms of sales, sales in the fourth quarter of 1999 deviated from the traditional seasonal pattern.

Operating income before items affecting comparability amounted to MSEK 100 (147). The decrease on the previous year is mainly attributable to the Scribona Distribution business area, and is a result of lower market demand during the year and the restructuring measures carried out in Finland.

Operating income after items affecting comparability for 1998 included gains on units sold of MSEK 156. The year’s operating income was charged with costs of MSEK 34 for the planned wind-up of commitments in the Baltic region, including the net loss of MSEK 12, which are reported among items affecting comparability. The operating loss in the Baltic during 1998 was MSEK 10.

Installation of the new business system was completed during 1999. The provision of MSEK 25 for additional implementation costs made in the 1997 accounts has been utilized in full. During the second quarter, additional costs of a similar nature totaling MSEK 18 were reported for completion of the implementation. These are included among items affecting comparability. Income of MSEK 16 from earlier VAT disputes is also reported under this heading. 

Income after net financial items amounted to MSEK 76 (325). A reversal of reserves for financial expenses totaling MSEK 13 related to the above-mentioned VAT disputes was reported during the year. 

Cash flow and financial position

The Scribona Group’s cash flow for 1999, before dividends, amounted to MSEK 59 (51). The Group’s net investments totaled MSEK 103 (124). Net financial capital was MSEK –111 (1) on December 31, 1999. 

Key ratios

Earnings per share amounted to SEK 1.17 (8.32). Equity per share corresponded to SEK 21.06 (24.94). Return on equity was 5.3% (32.0%) and return on capital employed totaled 6.5% (37.7%).

Excluding items affecting comparability, earnings per share totaled SEK 2.13 (3.77). Return on equity excluding items affecting comparability was 9.7% (14.5%) and return on capital employed excluding items affecting comparability amounted to 10.2% (18.3%).

The equity ratio was 25,7% (27,6%).

DEVELOPMENT BY BUSINESS AREA

Scribona Solutions

Scribona Solutions was established as a separate business area during the year, after having previously been part of the Computer Products business area. The core business consists of Instru Data in Finland and Routers in Norway, both of which were acquired during 1998. The business area also includes similar operations in value added distribution in Sweden and Denmark.

For comparable periods, the year’s sales were on a level with the preceding year. This business area was also affected by the market’s increased hesitancy prior to the turn of the millennium. Swedish operations showed the strongest sales development.

Operating income amounted to MSEK 25 (31). The decrease is attributable to Finland and Norway, both of which posted lower earnings due to a drop in sales in connection with product range adjustments.

Scribona Distribution

Development in this business area was strongly affected by sluggish market demand. Sales totaled MSEK 5,308 (6,302). Part of the sales decline is a result of the product range rationalization carried out parallel to the launch of the new business concept last autumn. Operations in Sweden showed the strongest sales growth, in spite of the sharp drop in demand for PCs. During the year, Scribona Distribution consolidated its position as a leading distributor in this market.

Operating income decreased during the year, mainly due to the loss that arose in Finnish operations and led to extensive restructuring of operations. Starting in the fourth quarter of 1999 these operations are once again generating a profit. The combined loss in Finland during the year was MSEK 29, and thus accounts for most of the earnings decrease for Scribona Distribution relative to last year. The Swedish operations have been able to improve operating income and achieve healthy profitability.

Scribona Brand Alliance

Sales agency operations showed satisfactory development during the year, particularly the agency for Toshiba’s laptop computers in the Toshiba Digital Media division and the agency for Ricoh’s document handling products in the Carl Lamm division. The business area’s sales improved to MSEK 2,467 (2,365).

Demand for laptop PCs clearly exceeded demand for stationary computers during the year. This has benefited Toshiba Digital Media, whose market-leading products have enabled the division to strengthen its position as a top supplier of laptop PCs. Toshiba’s range of digital document handling products was not complete until some time around mid-year, after which sales in the Toshiba Document Solutions division rose a full 15% over 1998 during the last six months of 1999. Toshiba thus improved its market shares in the Nordic countries. Carl Lamm posted the strongest sales growth during the year, and the market share for Ricoh’s document handling products has also increased.

Operating income in Scribona Brand Alliance amounted to MSEK 92 (105). The decrease relative to last year is entirely attributable to the comparatively weak first half for Toshiba Document Solutions.

OTHER

Acquisitions/Sales

Three acquisitions were carried out in December and have been assimilated into the Scribona Solutions business area – WM-data’s distribution operations in Norway for IBM Unix servers and IBM data warehousing equipment, Intentia’s entire Nordic hardware business and Hardgroup OY in Finland, a company specialized in wireless communication and networking. These acquisitions will give Scribona Solutions additional sales of around MSEK 350 during 2000 and will substantially boost the business area’s profitability.

After the end of the year, a declaration of intent was signed with Alfaskop for a five-year strategic partnership in which Scribona Distribution will take over full responsibility for product supply to all of Alfaskop’s customers. A final agreement is expected to be signed in the near future. The transaction will contribute additional sales of approximately SEK 1.2 billion per year and will significantly improve the operating margin for Scribona Distribution.

Furthermore, after year-end 1999 a decision was made to wind up Scribona’s commitments in the Baltic region. The transaction, including the 1999 result, is reported in the 1999 accounts under gains/losses on units sold.

Dividend

The Board of Directors and President have decided to propose to the Annual General Meeting an unchanged regular dividend of SEK 1.50 per share (a regular dividend of SEK 1.50 and an extra dividend of SEK 3.50).

Annual General Meeting

The Annual General Meeting will be held at 3:00 p.m. on May 5, 2000, at Scribona’s head office in Solna.

Financial calendar

Interim report for January – March 2000, May 5

Interim report for January – June 2000, July 17

Interim report for January – September 2000, October 27

Scribona AB

Board of Directors

Facts about Scribona AB

Scribona is the leading Nordic player in the market for IT products, offering the customers cutting-edge product expertise, the industry’s leading e-commerce systems, optimized product availability and a wide range of complementary services. Scribona’s operations are organized in three business areas:

· Scribona Solutions – value added distribution of IT infrastructure

· Scribona Distribution – effective volume distribution of IT products

· Scribona Brand Alliance – exclusive agency for leading brands

For additional information, please contact:

Örjan Håkanson, President & CEO, telephone: +46-8-734 35 76

Lennart Bernard, Chief Financial Officer, telephone: +46-8-734 36 91
SCRIBONA – REPORT ON OPERATIONS, 1999

Summary Consolidated Income Statement



1999
1998
1999
1998


SEK m.

Jan-Dec
Jan-Dec
Oct-Dec
Oct-Dec










Total income

8,278
8,880
2,493
2,896










Operating expenses







    Goods for resale

-7,100
-7,688
-2,140
-2,494


    Other external costs

-404
-394
-98
-107


    Staff costs

-596
-577
-160
-174


    Depreciation, goodwill

-18
-14
-4
-3


    Depreciation, inventories

-47
-42
-13
-12


    Other operating expenses

-13
-18
-7
-12










    Items affecting comparability







    Gain/loss on the sale of operations

-34
156
-34
-5


    Costs for implementation IT-systems, 







    utilization of reserves etc.

-2
-
3
-










Income before net financial items

64
303
40
89










Net financial items

12
22
7
5










Income before tax

76
325
47
94










Tax

-36
-39
-29
-22


Minority interests

-
-1
-
-1










Income after tax

40
285
18
71


Summary Consolidated Balance Sheet


1999
1999
1999
1999
1998


SEK m.
Dec
Sept
June
March
Dec










Intangible fixed assets
147
72
76
82
88


Tangible fixed assets
138
174
175
159
158


Other fixed assets
34
34
36
38
33


Inventories
658
618
711
915
968


Current operating receivables
1,606
1,408
1,375
1,477
1,692


Financial assets
220
125
12
18
154










Total assets
2,803
2,431
2,385
2,689
3,093










Shareholders´ equity
721
697
710
872
854


Minority interests
-
-
-
1
1


Provisions
68
39
47
54
63


Long-term operating liabilities
7
8
9
8
9


Current operating liabilities
1,676
1,319
1,231
1,557
2,013


Financial liabilities
331
368
388
197
153










Total liabilities and Shareholders´ equity
2,803
2,431
2,385
2,689
3,093










Capital employed
832
940
1,086
1,052
854


Net financial capital
-111
-243
-376
-179
1


SCRIBONA – REPORT ON OPERATIONS, 1999

Sales by Business Area


1999
1998
1999
1998



SEK m.
Jan-Dec
Jan-Dec
Oct-Dec
Oct-Dec











Solutions
1,148
889
356
326



Distribution
5,308
6,302
1,562
2,026



Brand Alliance
2,467
2,365
765
739











Total business areas
8,923
9,556
2,683
3,091











Intra-group
-645
-676
-190
-195











Total
8,278
8,880
2,493
2,896



Results Before Items Affecting Comparability


1999
1998
1999
1998



SEK m.
Jan-Dec
Jan-Dec
Oct-Dec
Oct-Dec











Solutions
25
31
7
24



Distribution
0
42
15
39



Brand Alliance
92
105
51
48











Total business areas
117
178
73
111











Joint Group
-17
-31
-2
-17











Total
100
147
71
94



Key Figures


1999
1998
1999
1998




Jan-Dec
Jan-Dec
Oct-Dec
Oct-Dec



Operating margin before items







affecting comparability
1.2%
1.7%
2.8%
3.2%











Earnings per share
1.17
8.32
0.53
2.07



- excluding items affecting comparability
2.13
3.77
1.38
2.39











Shareholders´ equity per share
21.06
24.94













Equity/assets ratio
25.7%
27.6%













Return on capital employed before tax
6.5%
37.7%





- excluding items affecting comparability
10.2%
18.3%













Return on shareholders´ equity after full tax
5.3%
32.0%





- excluding items affecting comparability
9.7%
14.5%













Capital turnover rate
8.5
11.1













Capital employed, average
978
804













Shareholders´ equity, average
750
890













Number of employees
1,386
1,428













Number of shares, thousand
34,240
34,240
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Cash Flow Statement



1999
1998
1999
1998


SEK m.

Jan-Dec
Jan-Dec
Oct-Dec
Oct-Dec










ONGOING OPERATIONS















Income after financial items

76
325
52
94


Adjustments for items not included







in cash flow







    Depreciation

65
56
17
15


    Other

-3
-
-3
-




138
381
66
109


Tax paid

-29
-14
-5
-6


Cash flow from ongoing operations







before changes in working capital

109
367
61
103










Cash flow from changes in working capital







    Changes in inventories

318
-47
-32
-264


    Changes in receivables, etc.

45
-343
-211
-288


    Changes in accounts payable - trade

-308
195
367
596


Cash flow from ongoing operations

164
172
185
147


















INVESTMENT ACTIVITIES















Acquisitions of subsidiaries/operations

-91
-
-91
-


Acquisitions of tangible and other







fixed assets

-64
-124
-13
-44


Sale of equipment

52
-
50
-


Cash flow from investment activities

-103
-124
-54
-44


















FINANCING ACTIVITIES















Dividend paid

-171
-360
-
-


Adjustm. pertaining to dividend in Sifo Group

-
-26
-
-


Change in translation difference

-2
3
2
3


Cash flow from financing activities

-173
-383
2
3


















Cash flow for the period

-112
-335
133
106


Net financial capital, opening balance

1
336
-243
-105


Net financial capital, closing balance

-111
1
-111
1
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