ﬁ ASPO RESULTS IN EVERY PROFITABLE SPECIALIZATION AS
BUSINESS CYCLE GROWTH A COMPETITIVE EDGE
Aspo achieved an all-time high ESL Shipping has expanded Telko’s record result is the
result despite the dramatic into the Arctic region and outcome of making the right
operating environment. special services. strategic choices.
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B @ ESL Shipping

ESL Shipping transports dry bulk car-
goes. We provide a year-round supply of
raw materials to our customers, even in
the most demanding conditions.

P

¢ LEIPURIN

LEIPURIN supplies raw materials,
machinery and services to bakeries
and other food industry segments. We
provide our customers with services for
all stages of production: from R&D to
boosting operational efficiency.

@
TELKO

TELKO is an expert in the plastic raw
materials and chemicals required in in-
dustry. Our services cover procurement,
distribution, technical support and the
development of production processes.

KAUKO

MARKKINAT

KAUKOMARKKINAT is a specialist in its
industry’s best high-technology prod-
ucts, systems and customer-tailored
solutions.

CUSTOMERS

Our key customers are companies in the
steel industry as well as energy produc-
ers. Our vital raw material deliveries
make us an essential part of our cus-
tomers’ value chains. We also offer other
related services, such as cargo handling
at sea or in ports.

Our key customers include bakeries, the
food industry and the HORECA business.
Leipurin offers R&D services, raw materi-
als based on in-house product develop-
ment, machines developed in-house,

as well as raw materials and machines
made by leading international suppliers.

In plastics, our customers include the
packaging industry, electronics and elec-
tricity and companies manufacturing
plastic parts for consumer products. Our
chemicals customers include companies
in the paint, printing, packaging and
chemical industries. We deliver products
made by leading international suppliers.

Customers include building system
suppliers and organizations that utilize
professional electronics, such as indus-
trial and service companies, hospital
districts, and public organizations.

STRENGTHS

Our ice-strengthened, self-discharging
vessels are designed specifically to oper-
ate in demanding conditions. Our suf-
ficiently large and interchangeable fleet
ensures efficient operations and flexible
and reliable service for our customers.

The company’s unique business model
combines expertise-based test bakery
operations and a wide range of first-
class raw materials with advanced
machinery and equipment. Expertise
can, for example, be utilized in planning
new recipes and developing product
characteristics.

Telko has an extensive product range
and robust expertise in the raw materi-
als customers require in their production
processes. Our efficient logistics cover
global procurements and local ware-
houses that enable rapid and custom-
ized deliveries.

Kaukomarkkinat’s in-depth under-
standing of customer needs, extensive
network of suppliers, and strong techno-
logical expertise combined with the best
products of leading-edge suppliers are
the basis for our operations.



ASPO IS A CONGLOMERATE THAT OWNS THE LEADING

BRANDS IN THEIR FIELDS OF BUSINESS

Aspo is a conglomerate that owns the subsidiaries ESL Shipping,
Leipurin, Telko, and Kaukomarkkinat in full. Our subsidiaries
operate under their own brands and provide value for their cus-
tomers. Aspo ensures that the group formed by the subsidiaries
generates value for Aspo’s shareholders.

SHARE OF GROUP NET SALES

All subsidiaries serve demanding business-to-business clients,

playing a pivotal role in their value chains. They all seek to be the
market leader in their field. Success entails robust expertise and
enduring partnership with our customers.

NET SALES DISTRIBUTION BY COUNTRY

Cargoes by country

® Sweden 43%
Russia 28%
Finland 17%
Latvia 5%

Other countries 7%

@ Finland 37%
Russia 29%
Baltic countries 25%

Other countries 9%

@ Russia 24%
Finland 21%
Ukraine 18%
Scandinavia 12%
Baltic countries 10%

Other countries 15%

@® rfinland 84%

Baltic countries 2%
Russia 2%

Other countries 12%

KEY FIGURES
2014 2013
Net sales, MEUR 85.2 77.8
Operating profit, MEUR 16.0 7.6
Personnel Dec. 31 226 210
2014 2013
Net sales, MEUR 134.9 136.3
Operating profit, MEUR 4.4 5.2
Personnel Dec. 31 297 300
2014 2013
Net sales, MEUR 226.8 230.2
Operating profit, MEUR 9.9 5.8
Personnel Dec. 31 258 249
2014 2013
Net sales, MEUR 36.0 32.0
Operating profit, MEUR 0.1 -3.6
Personnel Dec. 31 69 80
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ASPO DEVELOPS ITS BUSINESS OPERATIONS

AND GROUP STRUCTURE

Aspo is a conglomerate that owns, leads and develops its business and geographical region. This structure also evens
business operations and Group structure for the long term out any economic fluctuations because different subsidiaries
without any predefined schedules. Aspo operates in north- follow different economic cycles. The conglomerate structure
ern Europe and eastern growths markets. We are engaged also offers an excellent platform for acquisitions and divest-
in trade and logistics. As a conglomerate, Aspo forms a ments of business operations, and other structural changes.

balanced portfolio with diversified cash flows according to

NET SALES MEUR OPERATING PROFIT EARNINGS/SHARE DIVIDEND/SHARE SEGMENTS’ OPERATING
MEUR EUR EUR PROFIT MEUR
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KEY FIGURES
I

2014 2013 ASPO’S FINANCIAL TARGETS
Net sales, MEUR 482.9 476.3
O [preiiis, MIALR ges 10 e OPERATING PROFIT LEVEL CLOSER TO
Share of net sales, % 4.8 2.3 10% THAN 5%.
Profit before taxes, MEUR 19.0 6.6 o AVERAGE RETURN ON EQUITY OF OVER
Share of net sales, % 3.9 1.4 20%.
Profit for th iod, MEUR 18.4 8.6

rofit tor the perio e GEARING OF UP TO 100%.

Earnings/share, EUR 0.57 0.28
Diluted earnings/share, EUR 0.57 0.30
Equity/share, EUR 3.42 3.39
Return on investment, % (ROI) 9.9 4.6 ASPO’S DIVIDEND POLICY
Return on equity, % (ROE) 17.8 8.9
Equity ratio, % 35.2 34.4

. e AT LEAST HALF OF THE ANNUAL PROFIT
Gearing, % 101.0 98.2 DISTRIBUTED IN DIVIDENDS ON AVERAGE.

Personnel, December 31 879 869
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Aspo’s strong performance is based on its solid strategy, suc-
cessful investments and hard work.

Aspo’s strategy is to own, lead and develop its business op-
erations. Our businesses form a balanced whole, which also
decentralizes risks. This is an indication of the benefits of op-
erating in multiple business fields.

During the past decade, we have invested in all of our busi-
nesses. For example, in 2010, we invested EUR 70 million in
new vessels for ESL Shipping and the modernization of'its old-
er vessels. This has allowed the shipping company to expand
into new market areas and offer profitable new services. Being
a conglomerate, Aspo is able to make larger investments that
would otherwise be unreachable for individual businesses.

We are developing our businesses over the long term. The
competitive benefits of all of our businesses are based on
unique expertise and services that make them even more im-
portant partners for their customers. Our strong position in
eastern markets is also the result of our long-term work. In re-
cent years, Leipurin and Telko have expanded determinedly
to all key economic areas in Russia and other eastern growth
markets. Both of them have been able to grow profitably, even
in the past year’s highly turbulent environment.

The past year witnessed the escalation of the crisis be-
tween Russia and Ukraine, tighter economic sanctions and,
ultimately, the record crash of the Russian ruble. At the same
time, the freight market remained at a historical low. Being
able to produce a record-breaking result in such a demanding
environment proves that our success lies more firmly in our
own hands. And that is the way it should be: we need to be able
to produce good results even in poor market situations.

Aspo produces value by developing its business operations
and the Group structure. Business development is a never-
ending process - structural changes are made when they in-
crease Aspo’s shareholder value.

In 2014, we prepared the listing of Leipurin Plc as an in-
dependent listed company. The listing process was cancelled
because the collapse of the Russian ruble caused great un-
certainty in the markets. It was an unfortunate, but not very
dramatic, situation because, even after the listing, we would
have remained the largest shareholder of Leipurin. We will
continue to develop the company and increase its value as de-
terminedly as before. Similarly, structural changes still make
up a significant part of Aspo’s strategy — whenever they serve
the benefits of Aspo’s shareholders.

Forward on all fronts

All of our businesses developed well in 2014, with ESL Ship-
ping and Telko being our brightest stars.

ESL Shipping moved strongly forward. The shipping com-
pany expanded its operations into the Russian Arctic and
new added-value services, such as loading and unloading of
ships at sea. These new transports and services have clearly
improved the profitability of ESL Shipping. What is more, the
shipping company has continually improved the efficiency of
its operations.

Leipurin continued its profitable growth in Russia, Ukraine,
and other CIS countries, regardless of the significant decline
in their currencies. According to its objectives, Leipurin has
increased local purchasing operations, which in part protects
the company from exchange rate fluctuations. In Russia, local
raw materials already accounted for nearly 40 percent.

Telko achieved the best result in its history, even though
the prices of key raw materials fell. Telko has systematically
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increased the role of technical plastics that require a high lev-
el of expertise. These products do not follow any price cycles
and, for example, the decline in oil prices has barely affected
the company. Telko has successfully evolved into an expert or-
ganization which solves its customers’ problems.

Kaukomarkkinat did what we promised a year earlier. The
business has now become stable and started to produce a prof-
it. The company has found product areas where it is able to
build larger packages for its customers to produce clear added
value. In the future, Kaukomarkkinat will focus on strength-
ening this profitable business.

Eastern markets accounted for nearly one-third of Aspo’s
net sales. Euro-denominated growth was strongest in the Bal-
tic region and Scandinavia, with net sales increasing by more
than 10 percent in both areas.

Stability through services

Aspo’s good performance is the result of years of hard work. It
all starts from each business " correct strategy and good lead-
ership. Each of our business operations has developed indi-
vidual strengths based on their unique expertise.

All of our subsidiaries have expanded their operations to
services that are significant to their customers and produce
clear added value. Through its test bakeries, Leipurin is firm-
ly involved in the product development of its customers, while
Telko has a similar role as a specialist in demanding technical
raw materials. ESL Shipping loads ships at sea in challenging
conditions, and Kaukomarkkinat delivers ever-larger solu-
tion packages and associated services.

Thanks to our services, we are able to produce good results
even when the general economic situation is poor. For exam-
ple, changes in raw material prices are not as significant for
our business operations as they were five years ago. This has
been an obvious strategic choice, the impact of which is now
reflected in our results.

Business management is emphasized in irregular situa-
tions. The operating environment in eastern markets will
continue to be highly uncertain. We have a long history in op-
erating in the east, and have weathered a number of crises.
Every country we operate in is a home market for us, and we
take good care of our personnel and customers. As a result,
we have usually been able to strengthen our market position
when facing a crisis.

Mostly, I wish to thank our personnel for our record-break-
ing result. I'would also like to thank our customers, suppliers,
partners, and shareholders. In this market situation, we can
be happy with the level of Aspo’s operating profit and return
on equity. Our improvement proves that we are doing the
right things — and we are doing them well.

However, records are made to be broken. We are happy, but
we are hungry for more. I believe that so far we have only wit-
nessed the first signs of Aspo’s full potential.

Helsinki, February 17, 2015
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Aki Ojanen, CEO



ASPO’S STRATEGY

Aspo’s strategy aims at
a long-term increase in
the shareholder value

Aspo is a conglomerate which owns, leads and develops
its business operations and Group structure for the
long term without any predefined schedules.

Aspo’s strategic foundation blocks are:

+ Aspois aconglomerate that owns, leads
and develops its business operations and
Group structure for the long term without
any predefined schedules. Aspo’s subsidi-
aries operate under their own brands and
produce value for their customers. Aspo is
responsible for the Group as a whole, thus
producing value for Aspo’s shareholders.

» Asaconglomerate, Aspo has balanced its
portfolio by diversifying cash flows across
business operations and geographical
regions. This structure also evens out any
economic fluctuations because the subsidi-
aries follow different economic cycles
attributable to their business areas. The
conglomerate structure also offers an excel-
lent platform for divestments, acquisitions,
and other restructuring arrangements.

« Aspo operates in trade and logistics. All
business operations have strong positions
based on expertise in the value chains
of demanding b-to-b customers, and the
objective of each business is to strengthen
its position in the rapidly growing eastern
markets. In our conglomerate, subsidiaries
easily learn and benefit from one another’s
experiences.

Ownership is reflected in leadership

Aspo owns its business operations in full. Full
ownership produces synergies and offers the best

possible starting point to develop each business
over the long term. Similarly, funding is easier to
obtain and optimize.

As owner, Aspo obtains and allocates capital,
and decides on investments made by its subsidiar-
ies. Aspo also defines the market areas in which
each subsidiary operates. Furthermore, the Group
decides upon the business transactions of its sub-
sidiaries and any divestments on different business
areas. The Group views operations more objectively
from the owner’s point of view.

The conglomerate structure is reflected in Aspo’s
leadership: the management system, emphasizing
the role of the Board of Directors of each subsidiary,
comprises a significant part of the Aspo strategy.

In the Aspo management sys-
tem, subsidiaries have their own
Boards of Directors, consisting of
experts from outside the Group.
Aspo’s CEO is the Chairman of
each subsidiary’s Board of Direc-
tors; as Chairman he promotes
development at the Group level.

Not only has the role of the
subsidiary Boards been strength-
ened, the Boards now do more
than merely monitor manage-
ment performance. They continously monitor their
operating environments to be able to anticipate
changes and to react to opportunities presented
therein. Most importantly, the Boards are responsi-
ble for planning the subsidiary strategies and select-
ing management for the subsidiary. These selections
alsolargely determine how Aspo succeeds asawhole.

Aspo’s Group Executive Committee develops the
synergies between the Group and its subsidiaries.

“ASPO DEVELOPS ITS
BUSINESS OPERATIONS
AS WELL AS GROUP
STRUCTURE.”
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The Group Management and Managing Directors
of all subsidiaries sit on this committee. It prepares
new development focuses that either concern the
entire Group or at least two of the businesses and
their synergies.

Development at all levels

Aspo develops its businesses and the entire
Group structure.

Each business has its own strategy that has been
approved by the subsidiary’s Board of Directors and
is presented in this Annual Report under each busi-
ness operation.

Aspo develops the whole made up of the business-
es it owns, thus Aspo decides which business makes
investments, which produces cash flow and which
builds new operations.

The Group structure is also developed by making
structural changes. Throughout its history, Aspo
has acquired and sold several businesses, listed a
single company, and divided one into two independ-
ent listed companies. The objective of each struc-

RAISES CAPITAL,

ASPO’S STRATEGY

tural change is to increase the company’s value. No
structural change has a predefined schedule.

When developing its structure, Aspo always fo-
cuses on strengthening the opportunities of current
businesses for growth and on what new potential
suitable for the Group’s strengths exist in the mar-
ket. Aspo has a fine track record in businesses that
require special expertise in technical b-to-b trad-
ing, logistics, value chains, and eastern markets.
In addition, services must have a significant role
in new businesses. Similarly, they need to be able to
utilize any global changes within their industry.

Inaddition to business development and structur-
al changes, Aspo produces value by being as efficient
as possible in terms of capital. The Group ensures
that it always has the resources required to carry out
strategic measures that increase shareholder value.

Creating shareholder value is the basis of all op-
erations at Aspo. Its conglomerate structure has
proven to be an excellent strategy for increasing
shareholder value over the long term. So regardless
of changes in focus among businesses or in Group
structure, Aspo remains Aspo.

PLACES EXPERTS
ON SUBSIDIARY
BOARDS

BALANCES

5

PORTFOLIO,
DIVERSIFIES
CASH FLOWS

APPROVES
INVESTMENTS FOR
SUBSIDIARIES

owns, leads and develops

its business operations
1ts Group structure
for the long term.

DECIDES ON
THE ROLE OF
THE BUSINESS
OPERATIONS ON
GROUP LEVEL

PREPARES
FOR CHANGE:
ACQUISITIONS,
DIVESTMENTS
OR LISTINGS

TAKES
DEVELOPMENT
ACTION WITHOUT
PREDEFINED
SCHEDULES
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Towards new

markets

The expansion of ESL Shipping’s operating
area is reflected in the work of Kirsi Yldrinne,
who is responsible for fleet operations.

Kirsi Ylarinne has recently returned from Can-
ada where she met potential customers, and she
is currently investigating matters related to m/s
Arkadia, which operates in the Russian Arctic.

A large LNG port is being built on the Yamal
Peninsula in northern Russia; ESL Shipping
is transporting materials for the project from
Kirkenes, Norway. At the end of October, there
was already ice some twenty centimeters thick,
and Yldrinne needed to check whether Arkadia
required help from icebreakers.

“They have only begun building up infra-
structure in Yamal, so there’s more to arrange
than usual,” Ylirinne says between calls. Rapid
changes are part of everyday operations for the
shipping company.

In addition to Russia, the company has gained
experience in Canadian Arctic areas. It is con-
stantly analyzing new transport opportunities.

“The Arctic region offers the opportunity to
utilize the shipping company’s ice-strengthened
Supramax ships year-round, particularly during
those months when the Baltic Sea is open.”

Routes in Arctic areas might be open for only
three months a year. The shipping period can be
extended using ice-strengthened ships, which
has helped the shipping company sign new ship-
ping agreements.

Another growth area for ESL Shipping deals
with cargo handling services at sea, such as the
loading and unloading of large ocean liners.
These services are particularly important for
the shipping company’s profitability, which has

improved significantly - despite historically low
international freight price levels. In addition to
added value services, the profitabil-
ity development has been affected
by operational efficiency that has
been better than expected. Special
attention has been paid to reducing
fuel costs.

“We are operating more econom-
ically without any hurry if none is
needed. Furthermore, cleaning the
bottoms of ships at the correct time
produces benefits of up to ten per-
cent in reduced fuel consumption
once friction-causing fouling has
been removed.”

As fuel can make up nearly half of all opera-
tional costs, energy efficiency is under continu-
ous improvement.

Skilled ships as competitive
advantage

Regardless of new shipping in Arctic areas, the
Baltic Sea remains ESL Shipping’s main mar-
ket area. The shipping company’s long-standing
customer relationships are based on operational
quality and cost-efficiency.

Ship operations are often affected by a num-
ber of factors, such as the weather and vari-
ous port situations. When the plan of one ship
changes, it usually affects the operations of other
ships as well.

“WE ARE OPERATING
MORE ECONOMICALLY
WITHOUT ANY HURRY
IF NONE IS NEEDED."”
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“Our ships are interchangeable, which ena-
bles flexible operations.”

According to Yldrinne, one of ESL Shipping’s
competitive advantages is the seamless combi-
nation of ships and expertise - a combination
called “a skilled ship.”

“Our ships are technically advanced with ex-
perienced crews. We know how to operate in ex-
treme cold and in ice conditions, and we know
what unloading and other special services re-
quire. Expertise also means that we do not take
any unnecessary risks.”

Working around the clock

ESL Shipping has three operators responsible
for ship routing, each of whom covers their own
ships of the same size. Ylarinne is responsible
for Supramax vessels Arkadia and Kumpula. She
is also the supervisor for all ship masters.

“I maintain close contacts with ship captains
and help them solve any problems they face.
They know that they can call me at any time of
the day”

When Ylarinne is not working, she does not
head out to sea but stays on the beach. The for-
mer beach volleyball professional still practices
two times a week, and also has time for artistic
gymnastics. However, her thoughts are also out
at sea outside office hours.

“This is a full-time job independent of time or
place. I also handle the matters of my ships dur-
ing weekends.”

A trained sea captain, Yldrinne worked pre-
viously on Neste Oil tankers before relocating
onshore some ten years ago to be responsible
for operations and chartering. Yldrinne became
familiar with the Arctic during her years at sea
when her ships carried cargo to Greenland.

“My experience at sea helps me understand
ship conditions. We speak the same language,
which makes cooperation easier.”

Good experience from a mixed crew

Yldrinne meets ship captains regularly. Current-
ly, she is visiting m/s Kallio, which is unloading
its coal cargo in Hanasaari, Helsinki, next to the
ESL Shipping office.

The m/s Kallio used to be the m/s Credo,
which the shipping company acquired at the be-
ginning of 2014. At the same time, the ship was
entered into the Finnish Register of Ships and
had a mixed crew; alongside Finnish sailors, the
ship also has Filipino employees.

“We’ve had excellent experiences with a
mixed crew,” says ship captain Jari Kivioja.

Ylarinne came onboard to discuss the stand-
ardization of their agreement terms with the
Filipino sailors, as the manning company in-
cluded in the ship transaction was to be replaced
by the company responsible for the manning of
the shipping company’s other mixed-crew ships.

The negotiations went well and most of the sail-
ors wanted to continue working on the ship.

During the visit, Ylarinne described Kallio’s
ship-specific results to captain Kivioja. A more
economical operating method has reduced fuel
costs; thus improving the ship’s results.

“We are considering more closely whether or
not we are in a hurry. That is already an everyday
part of our operations,” Kivioja says.

“The better understanding ship captains have
of all ship-specific costs, the more impact they
can have. Explaining the income statement has
had a positive influence on ship profitability,”
Yléarinne says.

When Kallio is moored, new frequency con-
verters are installed in its engine room, thanks
to which the current produced by the ship’s shaft
generator can also be used in the ship’s power
network. As a result, the backup engine does not
need to be kept running, which in turn reduces
fuel costs. The payback period of the energy ef-
ficiency investment is less than two years.

ESL SHIPPING 7

"We know how to oper-
ate in extreme cold and

in ice conditions,” Kirsi
Yldarinne says.
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INCREASING DEMAND FOR
UNLOADING SERVICES

Loading and unloading at sea comprise an ever
more important part of ESL Shipping’s opera-
tions. Large ocean liners cannot access the shal-
lowest ports on the Baltic Sea when fully laden.
When unloading, a part of the ocean liner’s cargo
is transferred to the hold of an ESL Shipping ves-
sel, which carries the cargo to port. This same pro-
cess works in reverse when loading ocean liners.

ESL Shipping’s vessels have been designed so
that they can work right next to another ship, even
in challenging conditions. They are equipped with
sufficiently tall and long-armed cranes to operate
effectively and safely. In addition to having the cor-
rect equipment, it is as important to have skilled
and experienced workers - a special service, such
as ship unloading, requires high expertise.

Ship loading is carried out frequently outside
the ports of St. Petersburg and Kokkola, while
unloading is often performed in Raahe and
Luled. In the future, this service can also be mar-
keted outside the Baltic Sea region.

Ol2
AN EXPERT IN ARCTIC AREAS

During the week before the interview, Kirsi
Yldrinne attended an Arctic shipping seminar
in Canada where she met local shippers and au-
thorities. For example, the Baffinland region has
numerous mines with attractive opportunities
for shipping.

“Baffinland requires experts in winter ship-
ping. The conditions there are extremely de-
manding with old sea ice and icebergs. Trans-
portation requires a shipping company like us
which has a modern fleet and employees who are
thoroughly competent when working under win-
ter conditions.”

Only a small number of all the world’s ship-
ping companies are capable of working in Arc-
tic areas. Aside from ESL Shipping, no other
European dry bulk cargo carriers attended the
seminar in Canada. ESL Shipping also benefits
from the fact that the same sulphur content
regulations are applied to the east coast of North
America as to the Baltic Sea.
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SPECIAL SERVICES IMPROVE
PROFITABILITY

Kirsi Yldrinne meets ship captains regularly. She
discussed the ship’s finances and current crew
matters with Harri Hockert, the captain of m/s
Eira. CFO Kimmo Valtonen (left) also attended
the negotiation to explain the ship-specific result.

Eira’s profitability has improved by loading
and unloading at sea. Not only the services are
productive in themselves, furthermore savings
come through fuel costs and port fees.

“We load or unload two to five ships a month.
For example, ship loading is often performed
outside the port of Kokkola. Kokkola exports
pellets from Kostomuksha and iron oxide from
Siilinjarvi on ships of 60,000-80,000 dwt or
even up to 120,000 dwt,” Hockert says.

Ol4
EFFICIENT OPERATIONS AT PORTS

M/s Kallio is unloading its 18,500 ton coal cargo
delivered from Vysotsk to the Hanasaari power
plant of Helsingin Energia. The process takes
approximately 13 hours, after which the ship
returns to Vysotsk to carry another coal cargo to
Naantali.

All of ESL Shipping’s vessels are equipped
with cranes to make them independent of the

loading and unloading services offered at ports.
This makes port visits faster and operations
more efficient. The professional crew can handle
all situations, even unexpected ones.

“Our Supramax vessels carry stone materi-
al to the Yamal Peninsula. At the final unload-
ing stages, bucket loaders drive aboard ship
to pile up cargo from the edges of the cargo
hold so that it can be unloaded more easily.
Once, port officials prevented loader drivers
from entering the ship. In order to resolve the
situation, our crane operators sat behind the
controls of the loaders, and the entire cargo
was unloaded on schedule. We also received
special thanks from the charterer,” Kirsi
Ylarinne says.

ESL SHIPPING
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Raw materials
delivered efliciently
and reliably by sea

ESL Shipping transports dry bulk cargoes in the
Baltic Sea region as well as other selected sea ice
regions, specializing in raw materials for industry.
ESL Shipping’s vital raw material deliveries make it
an essential part of its customers’ logistics chain.

Typical customer relationships are long-term
and based on mutual trust. The shipping opera-
tions were launched in 1949.

ESL Shipping’s geared vessels are specifically
designed to operate in demanding conditions.
The company’s ice-strengthened and shallow
draft ships safely enter the shallowest of ports
fully laden. Bow thrusters and onboard cranes
reduce its dependence on tugboats and the cargo
handling facilities of ports. This results in fast
and cost-effective port visits.

At the end of 2014, ESL Shipping’s fleet con-
sisted of 15 vessel units, with a combined ton-
nage of about 287,000 tons. Of the vessels, the
company owned 13 in full, one was leased and one
was time-chartered. In 2014, the vessels made
some 1,500 port calls. A detailed presentation of
the vessels is available at www.eslshipping.com.

The shipping company has joined the Finnish
tonnage tax system.

Position in the value chain

ESL Shipping transports raw materials that in-
dustry needs for production purposes. Customer
companies in the steel industry, for example, do
not have extensive raw material stocks, which
means that well-timed and reliable raw material
deliveries have a key role for them. This means
that ESL Shipping has a pivotal position in the
value chain of its customers.

ESL Shipping’s key customer accounts are
based on long-term agreements that allow the
company to develop its operations and system-
atically upgrade its fleet. In addition to industry,
ESL Shipping’s customers include various raw
material suppliers and other raw material carriers.

ESL Shipping offers not only transportation,
but also special marine services, such as loading
and unloading of large ships at sea.

Strategy

ESL Shipping’s strategy focuses on
ensuring the year-round supply of
raw materials to their customers,
even in demanding weather condi-
tions. The company is known for
reliable, on-time deliveries and cul-
tivating firm partnerships based on
mutual trust.

To provide flexible and reliable
service, ESL Shipping has a large,
interchangeable fleet. This helps
the company operate efficiently, enhancing prof-
itability.

Compared with the rest of the world, the Bal-
tic Sea region is a relatively stable market area
where any variations in demand for raw materi-
als are more controlled and customer relation-
ships are longer. Changes in ocean freight rates
have a delayed and less significant impact on the

“ESL SHIPPING OFFERS
ALSO SPECIAL MARINE
SERVICES."”
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region. Long-term contracts help the company
to manage changes in ship fuel prices. If neces-
sary, it also uses futures markets to protect it-
self from price risks. Due to these precautions,
changes in fuel prices and currency exchange
rates do not have a major impact on the compa-
ny’s earnings.

As arule, ESL Shipping is responsible for the
operations of all its vessels. Although the com-
pany owns most of its vessels, it also flexibly uti-
lizes other forms of freighting.

Customers and added value

ESL Shipping’s key customers operate in the
steel, energy, and chemicals industries. Com-
pany’s main deliveries for the steel industry in-
clude iron ore and pellets, coking coal, and lime-

ARKADIA
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stone. It also supplies energy producers with
energy coal and the chemicals industry with il-
menite and limestone.

The number of coal shipments varies from
one year to the next. Demand for energy coal is
impacted by factors such as the level of activity
in energy-intensive industry and the tempera-
ture in winter. In general, no major changes are
expected in the use of coal in the near future. The
shipping company’s fleet is also suitable for the
transportation of dry biofuels, such as pellets.

ESL Shipping’s competitive edge comes from
the flexible and efficient services it can provide
thanks to its expert staff, close and enduring
customer relationships, good reputation, and a
sufficiently large and modern fleet of different-
sized vessels. Except for time-chartered vessel,
the vessels sail under the Finnish flag.

ESL SHIPPING

1
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An expert in
three fields

Leipurin is strongly involved in the strategic development
of its customers’ business operations, and the
planning of their production and investments.

In this development, the company’s 11 test bak-
eries located in different market areas are in a
key position.

Kai Renlund, a bakery consultant who works
at the Vantaa test bakery, helps customers in
their product development processes. Renlund
has worked in the bakery industry for 30 years,
acting as a product manager at large industrial
bakeries, among other things. Thanks to his
background, he knows how to help his customers
at all stages of the production process, from raw
materials and recipes to machine selection and
the commissioning of production lines.

“Recipes are always product-specific. It all
starts from customer needs - the qualities they
want to have in their products. We will then find
the correct raw materials and offer help in devel-
oping their recipes.”

Once Leipurin has planned tasty recipes, cus-
tomers no longer need to think about how dif-
ferent raw materials behave in production. As a
result, they can focus on baking and selling their
products to shops.

Leipurin is an enjoyable workplace for Ren-
lund: he can utilize his vast experience and
know-how for a large customer base and in a
wide variety of projects.

“Product development is incredibly interest-
ing. This is a front row seat to the development
of the baking industry: new raw materials and

"This is a lookout spot
towards the development
of the bakery industry,”
says Kai Renlund.
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machines. Above all, we work with people. It is
wonderful to serve customers and provide use-
ful ideas for further development.”

Test bakeries at the core of operations

Leipurin provides its customers with a full ser-
vice, combining unique expertise and a large
range of high-quality raw materials with first-
class machinery and equipment.

In our test bakeries, parts become a seamless
whole that shows in daily operations:planning
new recipes and products, testing the raw mate-
rials and machines we market, organizing cus-
tomer visits, and general training events.

Test bakeries test every single new ingredient
added to the company’s product range.

“With regard to bread enhancements, we
test how they fulfill the qualities promised by
our suppliers and, when it comes to fillings and
jams, we test their heat resistance, among other
things. Of course, we also test the flavor of each
product. What is essential is that we know every
product we sell inside-out. As a result, we are
able to serve our customers in the best possible
manner.”

During company-specific customer visits, test
bakeries bake new products for testing purposes.
At the same time, customers have the opportu-
nity to test new bakery machines.

Test bakeries also train Leipurin employees.
As suppliers’ test bakers visit to talk about new
upcoming products, our bakery consultants in
the various Leipurin countries share their ex-
pertise in meetings with them. The most recent
meeting focused on fine baking with the de-
manding ingredient rye.

“We are working on our customers’ front
lines. It is impossible to succeed there without
first-class and up-to-date expertise. That is why
we are continuously developing our professional
skills”

Leipurin benefits from industry trends

The test bakery is at the crest of consumer
trends. Leipurin benefits from a great many of
them, such as the increase in demand for health-
ier products and the growing popularity of out-
of-home eating. In-store bakeries also offer con-
siderable potential.

“Currently, rising trends include high-fiber
breads and gluten-free products. High-quality
gluten-free raw materials are readily available

LEIPURIN

“TO SOLVE
CUSTOMERS’

around the world. Their taste does
not differ much from ordinary
products,” Renlund says.

Out-of-home eating has in-
creased demand for easily carried
snack products, such as sand-
wiches and rolls. As these products
compete with fast food, healthiness is an impor-
tant sales argument. The convenience food in-
dustry is a significant customer in this product
group: companies within the industry have a
long tradition in baking.

In the restaurant industry, there are new op-
erators to which Leipurin is a highly attractive
partner thanks to its full service offerings. With
regard to larger customer accounts, Leipurin has
taken on the entire value chain - it has delivered
and installed production lines, created product
ideas, delivered the raw materials required, and
trained the staff.

The trend is to discover a southern European
look and taste for in-store bakery products to dif-
ferentiate them from basic supermarket prod-
ucts on bread shelves.

“Bread baked in-store can have a crust and it
can also look handmade. This requires yet again
slightly different raw materials and its own ex-
pertise.”

A problem-solving triathlonist

The three dimensions in the Leipurin business
model - service, raw materials, machinery - de-
fine Renlund’s daily work. The three-way divi-
sion is also familiar outside the workplace where
the father of three trains for full triathlons - he
is already a veteran when it comes to shorter dis-
tances.

In creative work, such as product develop-
ment, ideas do not look for time or place. Af-
ter all, Renlund has come up with solutions for
tricky customer problems while running or rid-
ing his bike.

“The desire to solve a problem is the basis of
all operations. You need to be open to all new
things. You also need to be open-minded be-
cause you can never know where the solution
lies. Above all, you need to think that nothing is
impossible”

PROBLEMS IS THE
BASIS OF ALL
OPERATIONS."”
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EXPERTISE IN SPECIALTY
PRODUCTS

With regard to specialty products, honing reci-
pes requires a high level of expertise. For exam-
ple, baking the ever more popular gluten-free
products is a more challenging process due to
the shelf life of the products.

In its test bakeries, Leipurin has developed
and refined gluten-free raw materials so that
they are more suitable for industrial produc-
tion.

“By testing a variety of options, we can usu-
ally find a recipe which has the qualities desired
by our customers in specialty products,” Ren-
lund says. The buns in the photo are an excellent
example of this.

A2

MACHINES UNDER PRACTICAL
TESTING

In the test bakery, customers can test Leipurin’s
own special machines, as well as machinery and
equipment supplied by the company’s suppliers.
Rye-Expert, the automatic cutter of Leipurin,
has been specifically designed for rye dough and
low-gluten dough.

The dough is extruded through a nozzle us-
ing a rotating dosing plate, while the doser blade
cuts the dough into pieces.

“This can be used to make round or long rye
bread and smaller bread pieces,” Renlund says.

“Machine investments are always major deci-
sions. Here, customers can test machines in areal
environment and bake the products they want.”
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A3

HEALTHY PRODUCTS FOR
EASTERN MARKETS

Demand for high-quality and healthy bread is
rising rapidly in Russia. Consumers are show-
ing growing interest in high-fiber rye and oat
bread. Changing consumption preferences are
reflected in investments of bakeries, in how
they upgrade their product development and
production.

What is more, the structural change in trade,
such as the increase in hypermarkets, supports
the consumption of high-quality bread. Togeth-
er, all these changes build demand for the overall
solutions offered by Leipurin.

In Russia, Leipurin is present in all significant
economic areas. The company is the market lead-
er in St. Petersburg and runner-up in Moscow.

Al 4

ASSISTING CUSTOMERS WITH
DEVELOPMENT

Leipurin cooperates closely with its customers
for the manufacture of new products that inter-
est consumers and traders. Test bakeries have
visitors every week; all customer-specific test
baking is strictly confidential.

“Customer-specific test baking is what this
work is all about. It is wonderful to work together
with others. We refine recipes, test different raw
materials and, above all, test-bake various end
products,” Renlund says.

“TEST BAKING IS WHAT
THIS WORK IS ALL
ABOUT.”

Test bakeries test every
single new ingredient
added to the company’s
product range.
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Integrate raw materials,
machines and services
— our model

Leipurin delivers food raw materials, production machinery
and services associated with product development
and manufacture. Therefore, the company is able

to serve its customers at all production stages.

Leipurin operates in nine countries. Russia, Ka-
zakhstan, Belarus and Ukraine form the Leipu-
rin Eastunit. Finland, Estonia, Latvia, Lithuania
and Poland make up the Leipurin West unit. The
Machinery unit sells machinery and equipment
manufactured by the unit and its suppliers.
Leipurin is showing its strongest growth in
Russia and other rapidly developing eastern
economies. Demand for western-style bread is
increasing in those regions, pushing industry to
upgrade production and product development.
In Russia, the company has offices and ware-
houses in 15 cities, the regional operative cen-
tres and test bakeries are located in St. Peters-
burg, Moscow, Ekaterinburg, and Novosibirsk.

Position in value chain

Leipurin is involved in all stages of the value
chain of baking, ranging from recipe prepara-
tion and product development to the delivery of
raw materials and machinery and the improve-
ment of operational efficiency.

Leipurin is strongly involved in the develop-
ment of its customers’ business operations and
the planning of their production and invest-
ments, particularly through its 11 test bakeries
operating in various market areas, which help the
company’s customers develop new recipes and
products.

Leipurin provides bakeries and other food
industry with branded products from different
raw material producers, as well as raw materials
which are based on the company’s own product

development and recipes, and are marketed un-
der the Leipurin product brand.

Its product range comprises both volume
products and technical products. Examples of
volume products include flour, fat and starch.
Volume products involve opportunities for new
accounts and large volumes help improve the
efficiency of logistics. Examples
of technical products include en-
zyme-based bread enhancements
and other mixes which give bread
agood appearance, size and struc-
ture. Technical products require
special expertise and add value
throughout the value chain.

Leipurin supplies machinery
and full manufacturing lines for
all stages of the production pro-
cess, from making dough to prod-
uct packaging. The machinery is
either manufactured by Leipurin, or by signifi-
cant international suppliers. The Leipurin unit
in Nastola, Finland specializes in designing and
manufacturing machines.

Strategy

End-to-end service is the key to the company’s
competitiveness The business model combines
test bakery operations based on unique exper-
tise and a wide range of first-class raw materials
with high-quality machinery and equipment.
The company’s expertise, covering the entire
value chain, offers 