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1990 was the worst year for the airline industry since the
Second World War. The first few months of 1991 were
even worse. The current erisis 1s not confined to the air
transport sector—it has spread to the entire travel indus-
try. Meanwhile, the sethack in the market has exposed the
major cost problems at all the European airlines, and SAS
is no exception.

Our weak earnings are rooted in external and internal
factors. The effects from external factors, which are linked
to developments in the market, will require a long recovery
period. When the U.S. launched a single attack against
Libya a few years ago, it took nine months for airline traffic
to return to its previous level. My estimation is that it will
take 12—18 months at best before we see the level of de-
mand that existed prior to the outhreak of war in the Gulf,
Regarding the internal influences, some are temporary,
while others can become permanent unless we do some-
thing about them. This latter category includes SAS Air-
line's lack of efficiency and excessively high costs in relation
to other carriers and changes in the market.

This is why we are now reviewing our organization and
cost structure, to adapt SAS to the conditions in a new,
freer market, where we have a very strong potential to
maintain and expand our prominent position. We will be
reducing SAS Airline’s costs by SEK 3 billion over a two-

year period, corresponding among other things to 3,500

Jobs, primarily in administration and production. A num-

ber of other measures—big and small—are also being
adopted. In my judgment, we will then have an efficient
organization and unit costs which can stand up to the
international competition. In SAS Airline we will give pri-
ority to activitics which are close to the customer and
which require low levels of working capital. We will elimi-
nate costly activities which do not contribute to our com-
petitiveness and which fuil to provide sufficiently large

revenues, directly or indirectly.
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Financially Sound

The dramatic deterioration of the market in 1990 is the
result of disruptions caused by the conflict in the Middle
Iast and the subsequent dramatic fluctuations in the price
ol aireraft fuel, weak economic growth in many regions,
and intensified competition. This led to major short-term
losses for the established airlines at the same time as sub-
stantial—and in many cases unresolved—structural prob-
lems were brought to light. SAS’s situation was exacerbat-
ed by the fact that demuand in two important markets,
Sweden and the U.K., fell sharply due to the weak
economies in both countries. Even in a third important
market, over the North Atlantic, demand deteriorated
while competition intensitied. The entire air transport
market is experiencing substantial prolitability problems,
and most of the well established European and American
carriers have reported substantial losses, redundancies and
comprehensive programs to reverse the trend.

At the same time, it is important Lo stress that the finan-
cial problems facing the airlines are of two distinet types.
The first is poor operating income due to problems in the
market and excessive costs. The second is purely a financial
crisis caused by chronic weak profitability, The SAS Group
belongs to the first category. Financially we are well consol-
idated with equity of 10,785 MSEK, liquid funds of 11,388
MSEK, and unutilized credit commitments totaling an ad-
ditional 3,500 MSEK. Thus we have the financial stability
and stamina required to implement the structural changes
which are essential to ensure future profitable growth and

further development of our core operations.

We Have Not Reached Our Efficiency Goal

In 1985, when we formulated new strategies for SAS Air-
line in a freer market, we assigned three prioritics, The
first was development of the traffic system. The second was
the development of a distribution and reservations system

which would ensure SAS’s products free exposure on the

market. The third was to improve efficiency by at least 5
percent per year over a five-vear period.

We've succeeded with regard to the traffic system. With
our own resources and cooperation in strategic alliances,
we have doubled many times over the number of destina-
tions with one-stop service [rom the Scandinavian capitals.
In 1985 we had 45 such routes. In 19490 the number was
290, This is accomplished in a scamless system in which we
and our partners assume joint responsibility for the cus-
tomer for the entire trip. Morcover, we have increased the
number of weekly nonstop flights from the three capitals
from 360 in 1985 to 748 111 1990,

Regarding distribution and reservations systeins, the sit-
uation is complicated. Ouy strategy was to prevent SAS
from being discriminated against in the major systems
which were under development. Developing our own sys-
tem would have heen too expensive, We opted instead (o
invest in Amadeus together with Lulthansa, Air France
and Iheria. Now, the situation has changed since new regu-
lations in Europe and the United States require that all
systems be compelitively neutral, Our decision was strate-
gically correct at the time. Paradoxically, the very develop-
ment of independent svstems provoked the new regula-
tions. Nevertheless, the investments in Amadeus and other
systems have been substantial,

In the third area, efficiency, we have been successtul in
those aspects ol our operations which are exposed to com-
petition. However, the primary reason for our weak per-
formance is that we have not reached the efficiency goals
for the Airline’s production and administration units.
Since this coincides with a sharp market downturn, the
remedial program is more drastic than it would have been

it demand had been more favorable.

The Strategy Still Holds
The creation of strategic alliances, especially within the ai

transport and hotel sectors, has several positive aspecis. In



terms of the market, by coordinating our product develop-
ment, marketing and sales, we can broaden the market
base for our common products through a continuous cus-
tomer orientation. A good example is our cooperation
with Continental Airlines in the U.S., which accounted for
a considerable boost in income, Another positive aspect,
which will be especially important overthe long term, is the
better utilization of our common resources to expand the
traffic system and reduce unit costs, and therehy be able to
otfer customized products at competitive prices, There is a
great deal of untapped potential in this area, particularly
with regard to the cooperation with Swissair, Austrian Air-
lines and Finnair within the framework of the FEuropean
Quality Alliance. The difficult market situation gives us
cause to speed up this process.

Between 1987 and 1990 we invested 4,471 MSEK in
equity stakes in airlines and hatels. The largest expendi-
tures were 660 MSEK for the 1 6.8-percent sharcholding in
Continental Airlines Holdings, and 3,148 MSEK for the
40-percent stake in Saison IHoldings, which owns Inter-
Continental THotels. These acquisitions were made for

strategic and financial re

sons. Financially, these invest-
ments have interesting long-term potential, especially the
hotels. The hotel properties SAS sold as partial payment
for the Saison acquisition have been very profitable invest-
ments since SAS first entered that sector 50 vears ago.

Since SAS's service concept is built around an integratec
product which can be railored to every traveler’s individual
needs and desires, it is crucial that SAS can influence
product development, marketing, quality, costs, and more.
Origmally, we felt this could be facilitated if SAS clearly
demonstrated its commitient Lo a long-term strategy by
acquiring ownership stakes.

Since capital and financing have become a tighter sector,
due to developments in the market and to our own major
investment program in SAS Airline, we are now reviewing

all our ownership involvements. We are also spreading out
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deliveries of new aircraft over a longer period than origi-

nally planned.

Poor Year in 1991, Turnaround in 1992

As T said at the outset, 1990 was the worst year [or the
airline industry since the Second World War. In the afier-
math of the Gullfwar, 1991 will be a lost year for the entire
travel industry. This is due in part to the unfavorable exter-
nal cireumstances facing SAS and all other airlines as well.
No one could predict the magnitude of the repercussions
from the Gulf war and their effect on the airlines and travel
industry. Added to this is the fact that many airlines, in
common with SAS, are rooted in 40 years of regulation
and have not yet suceeeded in adapting to the changes in
their operating climate. We are firmly resolved to over-
come the current situation and we have an aggressive strat-
egy for the future. SAS Airline’s entire organization is now
being restructured to face freer competition. At the same
time we are revaluating our capital commitment in a num-

: j ber of areas to be well prepared there, too. History shows
. Swisgﬁggé that the business trend in the travel industry is cyelical, and

B — | that growth generally exceeds the average for most other
b established sectors. With investments of 5-10 billion SEK
per year during a ten-year period, it is important to keep

our long-term perspective in mind.
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THE SAS GROUP

GROUP MANAGEMENT

SAS
SERVICE
PARTNER

SAS
AIRLINE

SAS INTER-
NATIONAL

HOTELS

To assure the continued suceessful development of the
SAS Group in a freer competitive market, a comprehensive
business concept has been formulated to improve SAS’s
clfectiveness as an international travel service company,

With Europe as a base, the primary objective is to be the
best alternative for the business traveler by elfectively inte-
grating air and ground transportation, hotels, airport ser-
vices, hotel/airport check-ins and other related services,

SAS’s business organization is based on management by
objective and decentralized profit responsibility. Each
business unit is responsible for ensuring its own growth,
and cach has a defined role in the Group’s travel service.

The Group’s legal structure is deseribed in the section
Ownership Structure on pp. 18-21.

SAS Airline is responsible, in cooperation with SAS’s
partuers, for providing effective air services in a global
traffic system tailored to the needs of business travelers
with nonstop or one-stop service to as many destinations as
possible.

SAS International Hotels—through its own hotels and

the partly owned Inter-Continental Hotels—is responsible

SAS SAS
TRADING LEISURE

OTHER SUBSIDIARIES AFFILIATED COMPANIES

SAS
FINANCIAL

SERVICES

for the management and development of hotel operations
at key destinations in the SAS traffic system,

SAS Service Partner conducts business in two main
areas, catering and restaurants, supporting the travel ser-
viee system in the air and on the ground,

SAS Trading develops and conducts businesses related
to air transport, including wholesale trading, retail sales
and media production.

SAS Leisure’s role is to consolidate and promote SAS's
position as a leading provider of vacation travel from Scan-
dinavia and, over the long term, internationally as well.
SAS Leisure comprises the tour operators Vingresor, Saga
and Always, the Sunwing hotel chain, and the charter air-
lines Scanair and partly owned Spanair.

SAS Financial Services—through SAS Fiance—han-
dles the Group’s linancial exposure. Diners Club Nordic is
currently developing a payment system designed for the

particular needs of the business traveler.
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GROUP OVERVIEW

SAS GROUP - INCOME AND KEY RATIOS

MSEK 1990 1989
Operating revenue 31,883 28,786
Operating income belore depreciation 2,011 2,658
l)t-'pn‘c'iali()lf ~1,362 1,414
Operating income after depreciation 649 1,244
Net financial income fexpense -258 -98
Income alter depreciation and net financial items 391 1,146
Share of income m affiliated companies ~-156 83
Gain on the sale of

—airerall 452 286

— [xed assets, etc, 249 751
Unusual iteins ~-898 60
Tncome belorve extraordinary items 38 2206
Extraordinary items -801 =
Income before tases ~763 2,206
Investnents 5,651 9,029
Return on capital emploved, % 6 10
Equity fassets ratio, 27 36
Average number of employees 40,830 29,060

Including 184 MSER {277) in leasing costs.

Demand for the majority of SAS’s products and services
during the year was affected by a wavering market, a sub-
stantial surplus of air transport and hotel capacity, intensi-
fied competition and downward pressure on fares. All
these factors contributed to lower prolit margins for most
operations. Cooperation with the Group’s partners in the
strategic alliances formed for the airline and hotel opera-
tions continued to focus on development of the tratfic
system and commen products designed particularly for the
business traveler.

In light of developments at Continental Airlines Hold-
ings, the stock has been taken up at a value corresponding

a1

to the market price on December 31, 1990, 1o the year’s

3

accounts, a total of 780 MSEK has been allocated to a

general reserve for involvements in associated and affiliat-
ed companies. Application of rules concerning the com-
petitive neutrality of distribution and booking systems has
prompted SAS to reconsider its strategy in this area. Con-
sequently, SAS is revaluating its involvement in Amadeus.
As part of SAS Airline’s restructuring, development of
Terese, the Group’s own booking system, is being can-
celed. A total of 636 MSEK has been charged against in-
come for both projects and is reported as extraordinary
EXPENSe,

SAS Airline decided to implement a compehensive elfi-
ciency-lmprovement program aimed at adapting opera-
tions to a freer competitive market,

The SAS Group’s operating revenue rose by 10 percent
to 31,883 MSEK. Operating expenses rose by 14 percent,
and operating income belore depreciation decreased by 24
percent, to 2,011 MSEK. This decline is due to the unex-
pected drop in traflic revenue and higher costs, particular-
Iv for personnel and fuel, which together accounted for 44
percent of overall costs.

The major investment program in new flight equipment,
combined with high interest rates, resulted in greater capi-
tal costs. Depreciation totaled 1,362 MSEK (1,414), and
net financial items ol -258 MSEK (-98) were recorded.
The SAS Group’s income after depreciation and financial
itemns totaled 891 MSEK (1,146). Income before extraordi-

nary items amounted o 38 MSEK (2.206) and included

SAS GROUP

TREND OF INCOME SAS GROUP SAS GROUP

(INCOME BEFORE EXTRAORDINARY ITEMS) INVESTMENTS FINANCIAL POSITION

MSEK % MSEX MSEK %

4000 - 20 10000 O e &0
30000 60
20000 40
10000 20

< 85/86 /87 88 B89 S0 85/86 86/87 &8 B5/B6  86/87 B8 89 4
B Gross profit margin (GOP) B Other B Liabiiities
I Airceaft and spare pans N Equity

= [nternal net financing

6

= Equity/assets ratio



KEY RATIOS PER BUSINESS UNIT

SAS S5AS SAS S5AS 5AS8 SAS

Alrline International Hotels  Service Partier Trading Leisure Financial Services
MSEK 90 20 90 89 90 29 90 84 90 89 90 89
Operating revenue 21,626 19873 1,489 1,250 4,739  A,157 1,669 1407 4,166 3,749 318 243
Income after depreciation
anel net lnancial items 213 1,026 -91 105 190 211 122 114 & -8 144 84
Income after
extraordinary items -286 1271 -231 577 190 240 122 114 7 15 150 84
Gross profit margin, (GOP) % 7 12 23 23 6 7 11 10 2 2 - -
Net profiv margin, % L 5 - 4 5 8 g - - - -
Return on capital emploved, % 6 La 2 te! 29 39 - - 8 9 - —
Investments 4,396 4,070 281 3,001 255 302 66 28 247 307 15 15
Average number of cmplovees:
— Men 13,680 12,970 1410 1,170 6,450 6.450 230 200 1,580 1.620 125 110
~ Wormen 8,500 5,150 1,670 1,570 4,570 4,260 410 340 1,910 14910 183 170

gains of 701 MSEK (1,037) from the sale of flight equip-
ment, hotel properties, and shareholdings in affiliated
companies, ete. This includes share of income in affiliated
companies totaling —156 MSEK (83) and unusual items
including allocations to a shareholding reserve and for
pension commitments, totaling —898 MSEK (—-60). Ex-
traordinary items ol =801 (0) were reported, and income
before taxes thus amounted to 765 MSEK (2,206),

SAS Airline noted a Y-percent increase in production

and an 8-percent increase in tratfic. The total number of

passengers flown was 15.0 million (14.0), and the cahin
factor was 64.7 percent {(65.3). Operating revenue rose by
9 percent to 21,626 MSEK. Income after depreciation and
financial items totaled 215 MSEK (1,026) and includes
gains of 486 MSEK (245) [rom the sale of flight equip-
ment, etc. The gross profit margin fell from 12 percent in
1989 to 7 percent.

SAS International Hotels reported revenues ol 1,489
MSEK, an increase of 19 percent over a year ago, Income
after depreciation and financial items amounted to =91
MSEK (=105) before the sale of hotel properties, which
totaled 12 MSEK (686) for the year. The decline in operat-
g mcome is due to lower business volume and a lower
average occupancy rate. Net financial items improved by

72 MSEK, to -81 MSEK.

SAS Service Partner’s revenues rose by 14 percent to
4,739 MSEK, and income after depreciation and financial
items totaled 190 MSEK (211). The market was character-
ized by intensified competition due to developments in the
airline market,

SAS Trading’s revenues rose by 18 percent to 1,669
MSEK, and income after depreciation and financial items
improved by 7 percent, to 122 MSEK.

The leisure travel market suttered trom substantial over-
capacity and weak growth. SAS Leisure’s revenues rose by
Ll percent to 4,166 MSEK, and income after depreciation
and financial items amounted to 2 MSEK (-8).

SAS Financial Services reported income of 144 MSEK,
compared with 84 MSEK in 1989,

The SAS Group's investments amounted 1o 5,651 MSEK
(9,922) during the year. Investments in aircraft and other
flight equipment totaled 3,755 MSEK (4,206). Net financ-
ing rom operations, including changes in operating capi-
tal, amounted to 1,130 MSEK. This includes transters of
595 MSEK to the parent companies. The return on capital
employed is reported at 6 percent (10). Equity in the
Group amounted to 11,097 MSEK (12,177) at yvear-end,

and the equity/assets ratio was 27 percent (36).
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THE SAS TRAVEL SERVICE

The gradual deregulation of European air transport will
create substantial challenges for the established airlines.

SAS recognized at an early stage that the freer competi-
tion which will emerge from the FC’s internal market in
1993 will require major changes in the company’s strate-
gies and business practices.

In the mid-1980s the overall objective was set that SAS
shall develop profitably i a free market.

Experience from deregulation in the United States since
the late 1970s shows that the winners were a few major
airlines, financially sound, highly efficient and with a mar-

ket-oriented traflic system. The weaker carriers were re-

duced to providing feeder services or operating in limited
geographic regions. Even though the process is expected
to be less dramatic in Europe, the entire sector will under-
go substantial structural changes. SAS s determined to be
one of the few European airlines or consortia still operat-
ing as a major intercontinental carrvier after 1995, when

the first effects of deregulation have become evident.

These objectives will only be achieved iFSAS can provide
products that are equally as good and diversilied as those
olfered by the major European, American and Asian air-
lines. Initially, this requires a highly developed, effective
route network with nonstop or one-stop services and low
unit costs based on a far greater degree of efficiency than
that at present. Moreover, SAS’s ambition 1§ to acquire a
competitive edge by offering an integrated travel service
especially adapted to the demands and needs of the busi-

ness traveler,

D SAS’s strategy for the 1990s is based on the parallel
> development of two segments in the business travel
™ market. In one, price will be the determining competi-
===
mf (ive factor. In the other, the content and quality of the
product will be decisive. With the cost level and strue-
-u ture of SAS and Scandinavian business as a whole,
o price competition with volume products is not a viable
u approach to long-term profitability. Airlines operating
C out of the United States and the Far East have consid-
-I erably lower costs and broader market bases, enabling
N them o fly with large aircraft and lower unit costs.
The principal element in the SAS Group’s strategy is to
oller a selection of quality services [rom which the business
traveler can put together an individually designed travel
package for each trip in an effective route network based
on nonstop or one-stop service, By linking a variety of
other products and services to the air transport itself, SAS
aims to simplity travel so that the business traveler can
devote more time and energy toward doing good business.
SAS’s service portfolio covers all aspects of travel, start-

ing with the initial booking, arranging ground transporta-
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tion, providing services at the airports, on-board and at
hotels, and ending with transportation home again after
the trip. Although there are practical lmitations to how far
service and quality can be improved on any given flight, the
potential for reflining and improving the overall travel ser-
vice, both in an elfective traffic system and on the ground,
1s still considerable.

The customers which SAS attracts through these efforts
will also be offered the SAS Group’s services in the leisure
travel segment, either through discount alternatives for
scheduled flights and hotels, or through SAS Leisure’s
own product program. The unifying link is the SAS card
which, in addition to serving as a credit card, is the key to
the overall service concept.

Following deregulation in the United States, price be-
came the principal competitive factor since the airlines all
offered essentially identical products. This led to a decline
in quality, low standards of service, and poor profitability
tor the airlines. The proliferation of discounts also attract-
ed new customer groups to the market, resulting in a dra-
matic boost in passenger volume.

By creating a comprehensive travel service system (o-
gether with its partners, the SAS Group offers the custo-
mer an integrated quality product. The more who choose

this product, the greater scope there is to reduce prices for

those who are only interested in specific point-to-point

flights.

10
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The most important component in the travel service 1s
the traffic system.

SAS’s home market consists of 18 million Scandina-
vians in Kurope’s northern periphery and is largely
determined by the financial and competitive strength
of Scandinavian business. At the same time, this geo-
graphic position is an advantage since the great dis-
tances to central Europe generate a need for air trans-
portation.

SAS has two main strategies for expanding the traf-

A1SAS Jid4dvdl 3HL

fic system. The first is to increase the number of non-
g stop flights within SAS’s own network in pace with the
market’s growth and demands. The second is to combine
this network with other sys-
tems by forging strategic
alliances with other airlines.

In Europe the ambition
is to develop Copenhagen,
Oslo Stockholm

and as

hubs. The goal is to oper-

12

ate nonstop flights, mornings and evenings, berween all
three main Scandinavian hubs and other cities in Europe.
If volume is not sufficient to operate nonstaps from Oslo
or Stockholm, the traffic is channeled through the three
capitals to and from Europe. A system of feeder flights also
liniks the three capitals with numerous secondary points in
Scandinavia, and hourly services connect the three cities.
I'his strategy, based on elfective nonstop service with
small aireraft and frequent flights, has given SAS a very
strong position in Europe today. Lt is a position on which
the further expansion of intercontinental services can be
based in a freer competition. The number of nonstop
flights has increased dramatically during the 1980s. At the
start of the decade, SAS served 20 European cities with
nonstops {rom Copenhagen, two [rom Oslo and seven
from Stockholni. In 1990, there were 34 cities served from
Copenhagen, nine from Oslo and 19 from Stockholm.
On the intercontinental network, the strategy is to fly
daily nonstops between Copenhagen and a number of im-
portant hubs on other continents. When Copenhagen

nonstops have reached daily operation, the nonstops are



expanded between Oslo and Stockholm
and the same mtercontinental hubs.

SAS has established strategic alliances
with quality airlines on other continents for
the profitable development of the tratfic
system over and abhove what the modest
home markets would permit.

In Furope, SAS cooperales with Swiss-

air, Finnair and Austrian Airlines within

the framework of the European Quality Al-
liance.

By operating frequent flights be-

tween the Scandinavian capitals and the
partners’ hubs, a joint traffic system is being created so
that many more destinations than SAS itsell serves can be
reached from the Scandinavian capitals with only one stop.

SAS also cooperates in Europe with Airlines of Britain
which owns Briush Midland,

Holdings, Loganair and

Manx Airlines. Together these carriers have a well devel-
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oped network in the UK., SAS’s largest European market.
British  Midland has begun huilding up continental
Furopean services with frequent flights to Amsterdam,
Brussels, Dublin and Paris.

The European cooperative ventures are beneficial not
only for SAS’s travelers, but for all of the partners’ cus-

tomers, who gain access to the entire range of setvices in

the air and on the ground.
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In North America SAS has two hubs, New York and
Toronto. In New York SAS cooperates with Continental
Airlines, and in Toronto with Canadian Airlines Interna-
tional. Via Newark Airport outside New York, SAS offers
one-stop services with single check-in between the Scandi-
navian capitals and more than 50 cities in the U.S.

In Japan SAS cooperates with All Nippon Airways

{ANA), Japan’s largest, and one the world’s biggest air-

lines, The alliance has produced daily service between Scan-

dinavia and Tokyo. Most flights on this route will operate
nonstop over over Siberia, reducing the flight tme by five
hours in cach direction. ANA has a very extensive domestic
network and is well established in the Pacitic region.

Thai Airways International is SAS’s partner in Bangkok.
Together with Thai, SAS offers 15 weekly nonstop flights
to and from Scandinavia. This hub extends SAS’s reach to a
substantial number of destinations in Southeast Asia, Aus-
tralia and New Zealand. In South America SAS changed its
hub during the year from Rio de Janeiro to Sao Paulo.

In 1990, SAS alone could offer nonstop or one-stop
service to 72 destinations from Copenhagen, to 65 destina-
tions from Oslo, and to 62 destinations from Stockholm.

Together with its partners the corresponding figures were

201, 181 and 254.

The wrallic program and
timetables are adapted to the
needs of the business ravel-

er. This means, among other

things, that it is possible to
fly out in the morning and return home in the evening on
most European routes. In addition to the tratfic program
and the timetables, the business traveler’s high demands
for punctuality are taken into account. Throughout the
1980s SAS’s on-time record was the best of all European
airlines. SAS aims to improve its on-time performance

additionally in the 1990s.

Hotels’ Growing Importance
= The SAS Group's hotels are the other cornerstone of
o the travel service system. In the future the hotels will
M take over many tasks ordinarily handled ac airports,
I such as airline check-in, changing ol itineraries, reser-
vations and payvments for rental cars and limousines,
tax-free shopping, ete. The philosophy is to more closely
respond to the needs of individual customers.
In its fullest meaning, the Group’s travel service should
allow business travelers to utilize their hotel stay effectively
for work, rest and recreation. Accordingly, the hotels offer

customized service, with a price structure that enables cus-

tomers to choose what they are willing to pay for. In addi-
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tion to hotel rooms and restaurants, SAS will operate
shups, gl'()und transportation, and other services which
can be paid for with the SAS card.

The SAS Group’s strategic alliances are also broadening
the market for the hotels. Occupancy rates and profitabili-
ty improve dramatically when only a small percentage of
passengers who fly with SAS and its pariners choose to stay
at SAS hotels. A similar effect occurs when the hotel guests
choose to [ly with SAS. The SAS Group’s own chain, SAS
International Hotels, is responsible for development of
the hotel products in the travel service. This is accom-
plished through 26 own units located primarily in Scandi-
navia, through a 40-percent shareholding in Inter-Conti-
nental Hotels—with 102 hotels worldwide, and through an
additional 44 associated hotels. Thus, the SAS Group has

covered the most important destinations for business trav-

elers on all continents.

16

Creating a Profile
> Aside from air transport and hotels, creating an air-
—
A port prolile is growing increasingly important. The
"0 cstablished airlines have to a large exient contributed
to the buildup ol the infrastructure which is available
maf (0 newcomers in the business at no extra cost. For this
m reason, having own terminals, check-in and bageage
handling facilities, restaurants, shops, and so on increases
the Airline’s and airport’s overall appeal. This, in turn,
helps keep the customers within the Group’s own travel
service system and explains the SAS Group’s focus on ex-
panding and improving airport setvices i cooperation
with local and national aviation authorities. The best exam-
ple is Copenhagen Airport. Through substantial invest-
ments in an entirely new concept, this airport has been
transformed into one of Europe’s most attractive regard-
ing prices and the range of services available.

SAS Trading operates retail shops at
airports, while SAS Service Partner oper-
ates flight kitchens, restaurants, and caf-
eterias, thereby supporting the travel ser-
vice conceptin the air and on the ground.
In addition, lounges are available for the

exclusive use of business travelers, where

they can find a quiet spot to relax or ob-
tain assistance with practical matters such as telephone,
fax and telex, or secretarial services. In most cases, confer-

ence facilities are also available for airport meetings.

Leisure Travel a Complement

™ Inthe future, the leisure travel segment is expected to

mm crow at a faster rvate than business travel. Develop-
ment will be spurred by discount alternatives on

x scheduled flights and by traditional inclusive-tour

m packages. As in other contexts, the trend in this type ol

travel is moving toward greater individualismi, with a more

distinet demand [or positive travel experietices.



ONTI

The SAS Group works in the leisure travel segment

through SAS Leisure, as well as through scheduled flights
and hotels, in order to take advantage of the existing po-
tential in the market and customer base built up within the
travel service segment.

Following a period of rapid expansion throughout most
of the 1980s, the market has now stagnated and is showing

clear signs of saturation in Scandinavia and northern
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Europe. However, growth is still very strong in southern
Europe, Japan and the United States. Over the long term,
various regions in Southeast Asia will become significant
both as a market base and as vacation destinations. SAS
Leisure, already one of Europe’s largest companies in the
business, is looking into new expansion opportunities aside
from the traditional charter packages to warmer climates,
These include joint ventures with, and ownership stakes in,

other travel operators and charter airlines.

-

he SAS Card is the Key

The SAS Group has the franchise rights to the Diners
Club charge card in Denmark, Finland, Iceland, Nor-
way and Sweden. In cooperation with Diners Club
Nordic, SAS has introduced the SAS Club EuroClass
Card for business travelers and companies. The card is
intended to give customers a global payment instru-
ment, while at the same time giving them access to the

benefits of SAS’s travel service.
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OWNERSHIP STRUCTURE

OWNERSHIP STRUCTURE

DANISH

STATE

50% —
2/7

PRIVATE

NORWEGIAN

SHARE- STATE

HOLDERS
|50% 50%

Listed companies
Same ownership
structure as SAS, but
consolidated in SAS Leisure
*** Same ownership
structure as SAS, but
consolidated in SAS Airline

* o

SAS Airline

SAS CONSORTIUM
Group Management

SAS Trading
SAS Finance

Group projects

SAS AFFILIATES
Spanair (49%)

Saison Holdings (40%)
Polygon Insurance (33%)
Grenlandsfly (37.5%)
TMG (23%)

LanChile (35%)

Aviation Holdings PLC
(24.1%)

Airlines of Britain Holdings
PLC (ABH) (24.9%)
Others

SAS Leisure

Others

The three national carriers Det Danske Luftfartselskab
A/S (DDL), Det Norske Luftfartselskap A/S (DNL), and
AB Aerotransport (ABA) are the parent companies of the
SAS Consortium. The first consortium agreemernt cover-
ing North Atlantic traffic was signed in 1946, and the
current agreement was ratified in 1951, The parent com-
panies have transterred responsibility to the SAS Consor-
tium for scheduled air transport, and to Seanair for char-
ter air services. In 1988 the current consortium agreement
was extended until December 30, 2005. The parent com-
panies’ concessions, which are the base of SAS’s air ser-

vices, were extended for the same time period. A third

SAS SUBSIDIARIES

SAS International Hotels
SAS Service Partner

Diners Club Nordic
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PRIVATE
SHARE-
HOLDERS

SWEDISH

STATE

50% 50%

|50%

g

SCANAIR**
CONSORTIUM

SAS COMMUTER™* **

CONSORTIUM

consortium, SAS Commuter, was formed in 1989 to con-
duct air transport exclusively for the SAS Consortium.

DDIL. and DNIL each own two-sevenths of the three con-
sortia, while ABA owns three-sevenths.

At the end of each accounting period the consortia’s
profits, assets and liabilities are reported in the accounts of
the parent companies in a 2-2-3 ratio.

Of 5AS’s three owner-countries, only Denmark is a
member of the European Community. As a result of an
agreement reached in March 1991 between Norway, Swe-
den and the EC, these two countries will be subject to the

EC’s commercial aviation policies starting in 1992,



Decision-making

The three consortia’s h ighest decision-making body is the
Assembly of Representatives, comprising the parent com-
panies’ boards of directors, The Assembly of Representa-
tives appoints the consortia’s boards of directors and audi-
tors, approves their financial statements, and decides on
the amount of profit to be transferred from the consortia
to the parent companies. The parent companies ¢ach have
two members on the consortia’s boards of directors. In
addition, the unions in ¢ach country appoint a member
and his or her personal deputy.

Responsibility for overall operadons rests with the Chiel
Executive of the SAS Group. SAS Commuter is managed
within the framework of SAS Airline’s operations, Scanair
became a prolit center of the newly formed sub-group SAS

Leisure in 1O89,

Capital and Taxes
The consortia’s equity is made up of the capital account,
which consists of funds contribured by the parent compa-
nies and surpluses retained in operations,

The capital account can only be increased through con-
iributions from the parent companies,

The consortia are net tax-paying entities. Instead, the

pé-il'(;"_lll t'()IIl]’lillli(.’S each file income tax returns and pay

taxes on their share of the consortia’s profits in accordance
with their respective national regulations. The consortia’s
subsidiaries are responsible for filing taxes in their I‘(’.Sp(l.‘(‘-
tive countries.

The consortia’s accounts are examined by a group of six

auditors—two appointed by each of the parent companies.

DDL (Det Danske Luftfartselskab A/S)

DDI. has concessions to conduct scheduled domestic traf-
fic, international traffic originating from Denmark, and
charter air services. Preferential rights that DDL. chooses
not to utilize on certain regional routes may be transferred
to other airlines.

DDL’s primary business surrounds its sharcholdings in
the three consortia, and related capital management. In
addition, DDL owns hangars, repair shops and warchouses
at Copenhagen Airport, which are leased to SAS at current
market terms. Annual revenues from these operations
amount to roughly 13 MDKK. DDIL. also owns the property
on which the SAS Royal Hotel is located in Copenhagen.

DDL’s share capital totals 50.8 MDKK, Fifty percent of
the company’s stock is owned by the Danish government.
Of the remainder, only 19 percent is registered in the
stockholders” names. DDLs stock is listed on the Copen-

hagen Stock Exchange.
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DNL (Det Norske Luftfartselskap A/S)

In addition to concessions to conduct international air
services, DN has traffic rights for most of the important
routes in the Norwegian domestic scheduled flight net-
work. Since 1987, however, the authorities are allowed to
grant parallel concessions for special circumstances,

DNL has preferential rights for international traffic. As
aresult of the adaptation of Scandinavian commercial avia-
tion policies to con form with those in Europe, other com-
panies may be granted concessions for special circum-
starices on routes for which DNIL/SAS do not wish to
utilize their preferential rights. DNL also has an opera-
tional permit to conduct charter alr services.

In addition to DNL’s interest in the three consortia, it
owns a number of properties which are leased to SAS at
current market terms. These holdings include hangars, re-
pair shops and offices in Oslo, Bergen, Bodg and Tromse.
DNI.’s stock is broken down into cqual numbers of “A”
and “B” shares. All A-shares are owned by the Norwegian
government, while B-shares are owned by private investors
and are traded publicly on the Oslo Stock Exchange. Ap-
proximately 12 percent of DNL's stock is held by foreign
investors. DNL's share capital amounted to 314.5 MNOK

at year-end 1990,

ABA (AB Aerotransport)

ABA’s permit to conduct Swedish domestic air services
covers primarily the routes between Stockholm and
Gothenburg, Malmé, Luled and Kiruna. For intra-Scandi-

navian traffic, ABA is allowed to fly between the capitals

and a few other major cities. Also, ABA has preferential
rights to all international traflic, including charter fights.
Aside from its involvement in SAS, ABA conducts its own
capital management activities and, through affiliated com-
panies, has additional interests in the air cransport indus-
try, as well as in the real estate and Swedish printing indus-

tries. ABA directly owns b0 percent of Linjeflyg and 25
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percent of Swedair, both of which are Swedish domestic
airlines.

ABA is a co-owner with Bonniers and Esselte of the
printing companies Interprint AB and Stérmlands Gratiska
ABR. Ownership is divided evenly among the three compa-
nies.

ABA’s real estate holdings at Bromma Airport were
transferred in 1988 to Fastighets AB Brommastaden, in
which ABA has a convertible debenture. After conversion
it gives ABA 25 percent of the profits and equity. Farlier,
ABA had wtansferred those properties used and leased
primarily by SAS Airline to SPP Insurance Company
through a sale-and-leaseback agreement. ABA has the op-
tion to repurchase the convertible debenture,

The Swedish government owns 50 percent of ABA's
stock. The other half is owned by SILA (Svensk Interkont-
nental Lultirafik AB), which is listed on the Stockholm
Stock Exchange. Tts stockholders include listed companics,
1.0 (the Swedish Trade Union Confederation), Folksam
Insurance Company, mutual funds and other institutions.

In 1989 ABA issued 352.5 MSEK in new stock. SILA
financed its share, 176.25 MSEK, through a new issue of
B-shares, which facilitates trading in that company and
makes it possible for foreign investors to invest indirectly
in SAS.

SIL.A’s share capital amounted to 352.5 MSEK at year-

enc 1990,

The Scanair Consortium

Scanair, which is part of SAS Leisure, is the largest charter
airline in the Nordic countries and conducts traffic pri-
marily from Norway and Sweden. Scanair's fleet consists of
six 374-seat DC—10-10s. Five of these aircraft are used n
charter services, while the sixth plane was leased out during
the year. This base flectis complemented by leased marginal
capacity from SAS Airline.

As in 1989, the market in 1990 was characterized by



SCANAIR STATEMENT OF INCOME

SAS COMMUTER STATEMENT OF INCOME

MSEK 1990 19890 MSEK 1990 1989
Operating revenue 1,550 1,628  Operating revenue 333 19
Operating expenses 1,600 1,657  Operating expenses -388 35
Operating income before depreciation -50 —29  Operating income before depreciation -55 ~16
Straight-line depreciation 17 12 Straight-line depreciation 2 0
Operating income alter depreciation -67 —41  Operating income alter depreciation =57 ~16
Gain on the sale of flight equipment - 41  Net linancial items 25 0
Unusual items = —24  Operating contribution from SAS Airline 0 16
et financial ftems 23 13 Income before extraordinary iterms -32 0
Income before extraordinary items -44 =)

SCANAIR BALANCE SHEET SAS COMMUTER BALANCE SHEET

MSERK 1990 1989 MSEK 1990 1989
Liquid [unds 16 113 Liquid funds 14 h
Other current assets 299 219  Orther current assets 12 4
Total current assets 315 332  Toral current assets 26 9
Fixed assets 106 112 Fixed assets 834 2
Total assets 421 444 'Total assets 860 11
Current liabilities 354 331  Current liabilities 638 4
Long-term debt 1 3 Long-term debt 0 0
Equity 66 110 Equity 229 7
Total liabilities and equity 421 444 Total liabilities and equity 860 Il

overcapacity, downward pressure on fares and declining
profitability for most charter airlines in Scandinavia. Tt was
not possible during the year to fully adjust Scanair’s costs
to the market situation. A program aimed at reducing costs
and restructuring the organization in responsc to current
market conditions is expected to be completed during
1991. Various cooperation projects with other charter air-
lines are under consideration to achieve greater cost-effec-
tiveness and a better balance between supply, demand and
capacity utilization.

Scanair’s sales totaled 1,550 MSEK (1,628), of which
charter air services accounted for approximately 75 per-
cent, In-flight sales accounted for the remainder. Income
before extraordinary items amounted to —44 MSEK (-5).
LEarnings were hurt by a surplus of air transport alterna-
tives and lower capacity utilization, resulting in dramatical-

ly lower profit margins for Scanair.
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The SAS Commuter Consortium

SAS Commuter is a production company conducting air
transport on behalf of SAS in Scandinavia and northern
Europe. The tratfic program is handled by a fleet of
Fokker 50s. At the beginning of the vear this fleet consist-
ed of four aircraft, while an additional 16 aireraft were put
in service during the vear.

Thirteen of these aircraft were used in Eurolink, a south-
ern traffic system based in Copenhagen, while the remain-
ing seven planes were used in NorLink, a northern system
based in Tromsg, Norway.

Operating revenue amounted to 333 MSEK. Income
before allocations and taxes amounted to —32 MSEK.
Earnings were charged with considerable costs connected

with the phase-in of the aircraft fleet and training.
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REPORT BY THE BOARD OF DIRECTORS AND PRESIDENT’
for the fiscal year January 1, 1990 - December 31, 1990.

*A translation of the Swedish original.

The SAS Group’s accounts are prepared in accordance
with International Accounting Standards, which are
explained in the section “Significant valuation and ac-
counting principles.” (Figures in parentheses refer to
1989.)

THE SAS GROUP, 1990

Business Environment

1990 marked the beginning of the biggest crisis for civil
aviation since the Second World War, Events in the Middle
East led to dramatic increases in fuel prices, while weak
economic growth in several countries contributed to the
erisis in the airline industry and poor profitability.

These developments had a negative impact on demand
for most of SAS’s products and services. The wavering mar-
ket, combined with a broader market offering of air trans-
port and hotel accommodations, contributed to continued
fierce competition, downward pressure on fares, and de-
clining profit margins for many of SAS’s operations.

Politically, civil aviation developments were dominated
by the liberalization within the Furepecan Conununity.
During the yvear the EC established new aviation policies
which enable greater competition between airlines. In
March 1991 Norway and Sweden reached agreement with
the EC, whereby these two countries will become subject to
the EC’s civil aviation rules. The agreement has to be ap-
proved by both countries’ governments and parliaments,
and by the EC commission. Assuming approval is granted,
the agreement will take effect January 1, 1992, at which
time Sweden and Norway will be subject to the same rules
that currently apply in Denmark. The EC’s rules will also
cover intra-Scandinavian traffic.

Concession policies in Scandinavia are also being liberal-
ized. Other Scandinavian airlines are being allowed to a
greater extent to fly to European destinations and within
Scandinavia. At year-end, more than sixty permits to coti-

duct traftic had been granted to other Scandinavian air-

22

lines. The civil aviation policies governing long-distance

routes were largely unchanged during 1990,

Financial Development

The SAS Group's earnings, like those in the rest of the
airline mdustry, were highly affected by changes in the
business climate. A sharp rise in fuel prices and high finan-
cial costs have had a negative impact on income. Declining
demand caused by weak economic growth primarily in
Sweden and the UK., combined with high costs and nega
tive currency exchange differences, have further hurt SAS
Group income. Efforts at coordinating systems and opera-
tions with S5AS’s cooperation partners were intensilied
during the year.

In 1989, cooperation was established with LanChile, with
a planned part ownership. At year-end 1989, SAS’s owner-
ship in LanChile amounted to 30 MUSD in convertible
debentures in Lcarosan 5.A., LanChile’s majority share-
holder. In carly 1990 SAS exercised its vight to convert its
debentures to a 30-pevcent shareholding in LanChile. SAS
also contributed 4 MUSD in a new issue of stock, bringing
its total shareholding to 35 percent.

SAS’s investment in Continental Airlines Heldings Ine.
(formerly Texas Air) in 1988 was increased through the pur-
chase of an additional 6.9 percent of that company’s stock

for 52 MUSD in August 1990, SAS’s ownership therealter

amounted to 16.8 percent, with 18.4 percent of the voting

rights. By acquiring an equity stake in Continental, SAS
alms (o cement its cooperation over the long term and
secure its position in the important North Atlantic market
through Continental’s well-developed route network. In
December, Continental Airlines Holdings filed for protec-
tion under Chapter 11 of the American bankruptey code.
This was precipitated by the dramatic mcrease in fuel
prices during the fourth quarter caused by events in the
Middle East, and by the downturn of the U.S. economy:

In light of developments at Continental Airlines Hold-



ings, the stock has been taken up at a value corresponding
to the market price on December 31, 1990, i.e., 1 7/8 USD
per share. On March 21, 1991, the stock was listed at 3 2/8
USD per share. A total of 780 MSEK has been allocated to
a general reserve in the year’s accounts.

I'o avoid being discriminated against in the major, pri-
marily American, distribution and booking systems which
were under development in 1987, SAS decided to invest in
Amadeus. Linked to Amadeus are a number of national
communications systems which enable primarily local sup-
pliers to hook into the system. Application of rules for
competitive neutrality bas reduced the strategic need to

own a distribution system. Added to this is ah unfavorable

cost development, making the investment in Amadeus of

less value for SAS. As part of SAS Airline’s restructuring,
the decision was made to cancel development of its own
booking system, Terese, and instead consider alternatives,
Development costs, etc. for these two projects in 1990, the
capitalized expense through 1989, and allecations to a
reserve for discontinued operations, amounted to a com-
bined total of 636 MSEK, and are reported as extraordi-
nary cxpenses.

During the autumn of 1990 and spring of 1091, SAS
Airline adapted its traffic program to the wavering market
situation. Actions taken within the other business units
include the reduction of more than 2,000 jobs due to
lower demand throughout the travel industry. The deci-
sion was made during the vear to commence a compre-
hensive action program to boost SAS Airline’s competi-
tiveness ahead of the freer market which will emerge as
a result of continued deregulation of civil aviation in the

EC. The program is designed to reduce costs by 3 billion

SEK and will involve the phasing out of 3,500 jobs by
vear-end 1992, Income will be charged with additional
costs associated with this action program during its im-
plementation.

Extraordinary items in the financial statements include

INCOME AND KEY RATIOS

MSEK 1990 1989
Operating revenue 31,883 28,786
Operating income before depreciation, etc. 2,011 2 658
Depreciation -1,178 -1,137
Leasing costs -184 —277
Operating income after depreciation, etc. 649 1,244
Net finaneial income fexpense -258 —98
Income after depreciation
and financial items 391 1,146
Share of income in affiliated companies -156 83
Gain on the sale of
— Hight equipment 452 286
— other fixed assets 249 751
Unusual items -898 —60
Income before extraordinary
items and taxes 38 2.206
Extraordinary items -801 =
Income before taxes -763 2,206
Investiments 5,651 9,922
Return on — capital employed, % 6 10
— equity before taxes, % - 11
Equity /assets ratio, % 27 36
Debt fequity ratio 1.9 13
Average number of emplovees 40,830 39,060

an allocation of 165 MSEK to a reserve for employee sever-
ance pay,

In September 1990 SAS sold its b0-percent sharehold-
ing in Linjeflyg AD to Bilspedition AB. The capital gain on
this transaction amounted to 196 MSEK and is reported
under “Income from the sale of fixed assets, etc.”

The SAS Group’s operating revenue amounted (o
31,883 MSEK (28,786), an increase of approximately 10
pereent for comparable units over 1989, Operating ex-
penses rose by 14 percent, and operating income before

depreciation, etc. amounted to 2,011 MSEK, a decrease of

just over 24 percent. Operating income was hurt by lower-
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than-expected traffic revenue and higher operating ex-

penses, particularly payroll and fuel costs. The ongoing

extensive investment program in the aircraft fleet and
other strategic areas, combined with high interest rates,
has contributed to greater (‘.apiml COSLS.

Depreciation, cte. was slightly lower than the previous

vear at 1,362 MSEK (1,414), while net financial items
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decreased by 160 MSEK to —258 MSEK.

The SAS Group'’s income after depreciation and [inan-
cial items amounted to 391 MSEK (1,146). Income before
extraordinary items amounted to 38 MSEK (2,206) and
included gains of 701 MSEK (1,057) from the sale of flight
cquipment, hotel properties/operations, and sharchold-
ings in affiliated companies, etc.. as well as share of income
in affiliated companies totaling —156 MSEK (83) and other
unusual items including allocations to a sharcholding re-
serve and reserves for pension commitments totaling -898
MSEK (-60).
items of —801 MSEK (-).
amounted to —765 MSEK (2.206).

INCOME PER BUSINESS UNIT

Income was charged with extraordinary

Income before taxes thus

MSEK 1990 1089
SAS Airline 213 1,026
[nternational Hotels -91 ~105
SAS Service Partner 190 21
SAS Trading 122 114
SAS Leisure 2 -3
SAS Financial Services 144 84
SAS joint Group projects’ -189 =176
Income after depreciation and
financial items 391 1,146
Share of income in affiliated companies ~156 83
Gain on the sale of fixed assets, etc. 701 1,057
Unusual items -898 -60
Income before extraordinary items and taxes 38 2,206

! Including Group adjustments.

Investments during the year decreased by 4,271 MSEK
to 5,651 MSEK. Of this total, investments in flight equip-
ment accounted for 3,755 MSEK.

The return on capital employed is reported at b percent in
1990, compared with 10 percent in 1989. Due to the year’s
operating loss, the equily /assets ratio dropped [rom 36 per-
centto 27 percent. The debt /equity ratio rose to 1.9 due toa

conscious effort to achieve excessliquidity in the SAS Group.

SAS Airline

SAS Airline offers the business traveler global travel ser-

vice by developing and maintaining an effective traffic sys-
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Total passenger volume was 15.0 million (I

tem under its own direction and in cooperation with other
airlines. SAS’s own traftic system in 1990 covered 85 desti-
nations and included domestic routes in Denmark, Norway
and Sweden, intra-Scandinavian routes, routes to Kurope,
North America and South America, and the Middle and
Far East. Together with its cooperation partners, SAS of-
fers one-stop service to 291 destinations from Copen-
hagen, 181 from Oslo, and 254 from Stockholm.

The business trend was unfavorable in Scandinavia, es-
pecially in Sweden—the largest home market—but also in
Denmark due te lower economic growth. An upturn was
noted in Norway from a low initial level. Growth in Europe
was satisfactory, however, the market was characterized by
overcapacity and price competition caused by ongoing
deregulation and new players.

Demand for air transport to the major destinations in
the U.S., Japan and Brazil showed clear signs of abate-
ment. Demand was also affected by the ULS. recession and
economic crisis in South America. There is substantial
overcapacity on intercontinental routes and price competi-
tion 1s lierce.

SAS’s total production rose by 9 percent compared with
1989, The combined traffic increase of 8 percent is broken
down as follows: domestic routes, 3 percent; European
routes, 13 percent; and intercontinental routes, 7 percent.

il
4

.0), and the
average cabin factor was 64.7 percent {(65.3).

In Europe, cooperation between SAS, Swissair, and Finn-
air within the framework ol the European Quality Alliance
(EQA) was strengthened with the addition of Austrian Air-
lines. The EQA cooperation involves considerable im-
provements for the customer, including check-through to
final destinations on partners’ flights, hotel check-in at
airports prior to departure, and access (o the partners’
business class lounges at the airports. The EQA companies
together generated a greater product offering and traffic

volume, which had a favorable impact on revenues and



expenses. For example, SAS’s traffic between Scandinavia
and Switzerland rose by 57 percent. Among other product
improvements, SAS’s London flights are now all routed via
Heathrow, where SAS moved to a new terminal during the
year. In addition, the London Express concepl  was
launched to head off the considerably intensified competi-
tion from Scandinavian carviers and Air Europe. The goal
was to create a distinet profile for the nearly 20 daily
connections between Scandinavia and London. This con-
cept was well received by the market, and SAS’s traffic rose
by 11 percent in EuroClass and 8 percent for economy
class compared with a vear ago. In March 1991, market
developments forced Alr Europe to discontinue its opera-
tions. New routes were opened during the year between
Stockholm and Tampere, Copenhagen and Riga, Stock-
holm and Berlin, Copenhagen and Berlin, and Copen-
hagen and Prague.

Intercontinental traffic was adversely affected by weak
economic trends primarily in the UL.S. and Sweden, which
led to a decline in travel. Despite this, SAS's traffic increase
was generally as high as the increase in capacity, and the
cabin factor exceeded 75 percent on most routes. Price

competition on intercontinental routes was ficrce, espe-

cially in tourist class, which accounts for 78 percent of

volume. This, in combination with the weak position of the
dollar and the ven, has led to continued unsatisfactory
carnings. Cooperation between SAS and Continental Air-
lines continued to develop very positively. Transit volume

through Newark Airport to Continental’s traffic system

SAS AIRLINE REVENUE

Passengers 78%

Cargo 7%

Mail 1%

Other 14%
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rose by 33 percent compared with a year ago. In late 1989
cooperation was initiated with the Chilean airline LanChile
to strengthen SAS’s presence in South America. In Sep-
tember SAS switched its service to South America from
Rio de Janeiro to Sio Paulo, Brazil's industrial center and

the base of the expansive Scandinavian-owned industry.

Cooperation with Japan’s ANA and Thailand’s Thai Air-
ways developed [avorably, with the number of frequencies
to and from Scandinavia amounting to 7 and 15 per week,
respectively. Concerning the Tokyo route, SAS is gradually
changing over to exclusive nonstop service over Siberia,
which reduces travel time considerably.

The changeover from DC-10s to Boeing 767s continued.
At year-cnd only one DCG-10 remained in traffic. Asa result of
the shift to more efficient aircraft, the impact of higher fuel
prices late in the vear on intercontinental routes was less
severe than if the previous long-distance {leet had been kept.

Danish domestic traffic, including traffic to Greenland,
was adversely affected by the sluggish market. Within Den-
mark, private travel decreased the most due to a decline in
disposable income, while traffic to Greenland dropped in
all segments. Toward the end of the vear, the DC-10 was
replaced with a Boeing 767 on the Greenland route.

Norwegian business lravel rose faster than overall traffic
due to the current recovery of the Norwegian economy,
SAS increased its market share on the competitive routes,
primarily among business travelers. In May a new traffic
system was inaugurated in northern Norway. Service on

local routes is handled by 50-seat Fokker 50 aireraft, while

TRAFFIC REVENUE PER ROUTE SECTOR

Europe

Intercontinental
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PRODUCTION AND TRAFFIC

AVAILABLE TONNE-KILOMETERS

REVENUE TONNE-KILOMETERS LOAD l:\.(_i'[ OR

Change Share Change Share Change
12 months Million % % Million G % e Go-pls
North & South Atlantic 997 1 31 694 1 3 694 0.3
Asia H28 11 16 398 12 20 75.4 0.6
INTERCONTINENTAL LiaZh 4 47 1,092 5 54 ilah 0.6
EUROPE 1,228 14 5% 597 12 30 48.6 0.7
DOMESTIC 513 1 16 314 3 16 61.2 1.2
TOTAL NETWORK 3.266 7 100 2,003 7 100 61.3 0.2

the considerably larger MD-80 is used for nonstop flights
between northern Norway and Oslo. The program was
initially plagued by substantial technical problems. Major
cfforts were made to solve these problems, and notable
improvements were noted during the year. A new, simpli-
fied fare structure was introduced in Norway which cuts in
half the number of discount alternatives.

In Sweden, a sharp decline in (raffic was noted during the
autumn. Business travel was down throughout the vear due
tothe recession, while private trallic volume was unchanged.
The addition of Swedish value-added tax on travel will bave
substantial negative consequences in 1991 and later, espe-
cially in the private segment. In October SAS inangurated
its own domestic terminal at Arlanda, providing more
space, shorter processing times and better service. A new
fare and discount system was also introduced in Sweden.

SAS Cargo, the Group’s freight operation, noted a 2-percent
gain in revenues in 1990, This low figure is the direct result

of a 6-percent reduction in capacity associated with the

changeover from DC-10 to Boeing 767 airerafi. The effect
of this changeover was most noticeable on the long-haul
routes such as Tokyo, Singapore and 5io Paulo. To meet
the increasing commercial demand for capacity, SAS Car-
go introduced a freight route to the Far East during the
year, with a hub in Bangkok. IFreight volume on Furopean
routes rose by 6 percent. A new company—[ETPARK—was
started in early 1991 to develop and conduct overnight
delivery within the Nordic countries. The company is co-
owned by SAS Cargo and Linjeflyg.

Priority Cargo, introduced in 1989 in cooperation with
Continental Airlines for service to the U.S., expanded its
service during the vear with a system orviginating from the
U.S. to Scandinavia and Furope. SAS Cargo can now
provide overnight delivery to 65 destinations in Europe
from 80 U.S. airports. At the same time, westhound freight
services were added to European cities served by SAS.

The Luropean Quality Alliance is also providing new

opportunities for furcher development of SAS’s freight
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PASSENGER, FREIGHT AND MAIL TRAFFIC

PASSENGER CABIN FACTOR FREIGHT MATL

Pass. Change Change Tonne- Change Tonne- Change
12 month km. % Y Ye-pls. ki gL km. Yo
North & South Atlantic 4,816 5 72.6 ~4.2 282.7 ~6 18:2 8
Asia 2,462 12 78.2 = 143.7 10 15:8 -3
INTERCONTINENTAL 7,218 7 5.4 ~().7 Siha 0 34.1 {0
EUROPL 5,962 13 56.0 0.6 37.0 20 17.2 7
Denmark 444 -2 61.5 2 4.9 6 230 -7
Norway T2 7 63.7 0.5 7.0 1 A 4
Sweden 1,639 2 69.9 0.6 AR, 12 05 =17
DOMESTIC B3y 2hh o 66.1 0.6 15.8 b 7.3 —1
TOTAL NETWORK 16,493 3 64.7 0.6 429.8 2 58.6 2
operations. Among other things, the alliance has increased  depreciation and  leasing  costs  totaled 1,684 MSEK

availability of SAS products in southern Europe, Africa,
and the Middle East.

To improve access for SAS Cargo’s customers, an ADP-
hased distribution system has been developed. Under the
name Tradevision, the system gives customers a divect link
from their own computer terminals to SAS Cargo’s com-
puterized freight system.

SAS Airline is responsible for development and opera-
tion of the distribution systems required for the exposure,
reservations, booking and payvment of SAS’s products.

l'o further define profit responsibility and increase mar-
ket orientation, SAS Flight Acadeniy, the Group’s [light
school, and SAS Data were each [ormed into three national
companies based in the respective Scandinavian countries.

SAS Airline’s operating revenue rose by 9 percent in

1990, to 21,626 MSEK (19,8

ey

73). Operating income before

SAS AIRLINE

TREND OF INCOME*
(INCOME AFTER DEPRECIATION
AND NET FINANGIAL ITEMS)

SAS AIRLINE

RETURN ON CAPITAL EMPLOYED*

(2,432), and the gross profit margin (GOP) fell from 12
percent in 1989 to 7 percent.

Fuel costs rose by 29 percent, to 1,873 MSEK (1,457).
Fuel prices in cents per gallon rose by 36 percent.

557 MSEK (6,448).

o

Payroll costs rose by 17 percent to 7,
Volume increases accounted for b percentage points of
this total, while increases in wages, salaries and currency
exchange differences accounted for the remainder, The

22180 (21,120).

average number of employees was 22,
Net financial items decreased by 258 MSEK to =373
MSEK, primarily due to higher interest and borrowing costs.
Income after depreciation and financial items totaled
213 MSEK (1,026). Capital gains on the sale of fixed assets,
ele. amounted to 486 MSEK (245). Income belore alloca-
tions and taxes totaled —286 MSEK (1,271).

SAS Airline’s investments during the year totaled

SAS AIRLINE
INVESTMENTS*
%
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SAS’s AIRCRAFT FLEET DEC. 31, 1990

Leased On
Aircraft type Owned Leased  Total oult order
Boeing 767-300 10 10 4
Boeing 767-200 2 2 2
Douglas DC-10-30 3 | 4 2
Douglas MD-81 18 18 19
Douglas MD-82 11 11 7
Douglas MD-83 2 2
Douglas MD-87 8 & 8
Douglas DC-9-21 9 9
Douglas DC-9-4 1 21 26 47
Douglas 1DC-9-51 1 ] I
Fokker F-50 11 9 20 2
96 36 132 3 e

! Leased 1o Aiv Outre Mer,  Leased to Hawaiian Airlines

4,396 MSER (4,970}, of which flight equipment accounted
for 3,724 MSEK (4,074).

The airerafl fleet was expanded with the addition of 25
new aircraft durving the year, including seven Boeing T67s,
four MD-80s, and fourteen Fokker h0s. Parallel with this,
seven DC-10s, three DC-9-51s, and (ive Fokker 275 were
decommissioned. Between 1985 and 1990, SAS invested
approximately 11,000 MSEK in Boeing 767s, MD-80s and
Fokker b0s. Moreover, aircraft worth approximately 1,300
MUSD have been contracted for delivery between 1991
and 1994,

A decision was made in spring 1988 to begin phasing out
the DC-9 fleet in favor of MD-80 aircraft. The DC-9-41s in
the fleet are still in very good condition and satisly the
stringent requirements regarding safety and operating
cconomy. Due to the tougher economic climate, the rate at
which the fleet is being renewed has been reduced slightly.

In its short- and medium-range fleet, SAS Airline operat-
ed nine DC-9-21s, 47 DC-9-41s, eighteen MD-81s, eleven
MD-82s, two MD-83s, and eight MD-87s. In early 1988 it

was decided to gradually change over to a uniform fleet of

Boeing 767-300s and Boeing 767-200s, which in SAS’s
versions seat 209 and 150 passengers, respectively. Twelve
Boeing 767s were delivered through 1990, The one re-

maining DC-10 in traffic will be replaced in spring 1991,
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In 1984 SAS decided to begin operating a regional air
transport operation in order to serve and develop short
routes with insufficient market bases for DC-9 service.
Nine 40-seat Fokker 27s were purchased for this purpose.
In late 1989 a sister consortium, SAS Commuter, was ¢re-
ated to run this operation, and the decision was made (o
change over from Fokker 27s to Fokker 50s. T'wenty planes
have been delivered to date. The new consortium flies on
behall of SAS Airline on short European and intra-Scandi-
navian routes, on routes in northern Norway, and on the

Oslo-Haugesund route.

SAS International Hotels

SAS International Hotels (S1H) operates first-class hotels
in Norway, Denmark, Sweden, the Netherlands, Belgium,
Germany, Austria and Kuwait. Operations also include the
40-percent shareholding in Saison Holdings B.V., which in
turn owns the Inter-Continental Hotels Group. The re-
maining 60 percent is owned by Japan’s Saison Group,
with interests in the retail and leisure travel indusivies.,

During 1990 the hotel markets in the three Scandina-
vian countries were adversely affected by the general eco-
nomic recession. The evenis in the Middle East contribut-
ed to a decline in business travel, while many companies
took action to reduce costs. This also led 1o a reduction in
ravel, canferences, business-related expenses, and so on.

The weakened market resulted in greater competition at
all locations where SAS International Hotels operates.
This was evidenced in sh;upl)‘ recduced room rates and
attractive offers designed to avoid loss of volume.

SAS International Hotels” revenues amounted to 1,489
MSEK (1,250). Including hotels operated through man-
agement contracts, operating reventes amounted to 2,005
MSEK (1,726). Net financial items totaled —81 MSEK
(=153). Income before the sule of fixed assets dropped
from —99 MSEK in 1989 1o —243 MSEK. Capital gains on

the sale of hotel properties/operations yielded 12 MSEK.



SAS International Hotels” own hotel operations noted a
56 MSEK decrease in income after depreciation compared
with a year ago. This is attributable to the sale of two hotels
in 1989 which continued to be operated under a leasing
contract, and to start-up costs for two new hotels.

At year-end 1990 a casino was opened at the SAS Scan-
dinavia Hotel in Copenhagen. Also, a leasing contract was
signed for the Falkoner Center in Copenhagen. This puts
SAS International Hotels in a unique position to host in-
ternational conferences and creates new commercial op-
portunities for the four SAS hotels in Copenhagen. Total
investments in 1990 amounted to 282 MSEK, compared
with 3,901 MSEK in 1989 (of which 3,148 MSEK per-
tained to the shareholding in Saison Holdings).

Sales of fixed assets during the year were limited to the
sale of the shareholding in SAS Luled Hotel AB. In the

future this hotel will be managed by the new owner

through a franchise agreement with SIH. Operations of

SAS Kuwait Hotel were temporarily suspended in connec-
tion with Iray’s invasion of Kuwait. Elforts to boost com-
petitiveness in the business travel segment continued dur-
ing the year through improvements in products and ser-
vice. A market cooperation was initiated with fnfer-Conti-
nental Hotels (THG), which gives SAS access to their global
reservations system and provides for the mutual exchange
of attractive offers by the two chains to their guests,

Development and expansion of IHG's hotel chains con-
SAS INTERNATIONAL HOTELS

TREND OF INCOME
{INCOME AFTER DEPRECIATION

SAS INTERNATIONAL HOTELS

tinued in 1990 through acquisitions and new management

contracts. At vear-end, THG's holdings comprised 85 ho-
tels under the name Inter-Continental, 16 Forum Heotels,
and three Scanticon-Conference Centers. These facilities
together comprise 39,400 hotel rooms in 46 countries,
SAS International Hotels’ share of income in Saison
Holdings amounted to —152 MSEK (6), with an estimated
25 MSEK (55) in tax expense. The share of income for
1989 pertains to just over eight months. SAS International
Hotel’s equity in Saison was reported at 2,787 MSEK

(2,787) on December 31, 1990, Saison Holdings B.V.'s

3
revenues in 1990 amounted to 4,625 MSEK (4,113), and
income before extraordinary items and taxes totaled =259
MSEK (-243). In addition, income was charged with sub-
stantial nonrecurring costs associated with the move ol
[HG’s head office from Montvale, New Jersey (USA) to
London during the year. The negative trend of earnings is
a result of the general economic situation and Is thus not
expected to be lasting. Therefore it is not considered nec-
essary to adjust the value of this shareholding.

The investment in Saison Holdings B.V. is of a long-term
nature. The value of the shareholding is determined in
accordance with the equity method of accounting, 1.e., 40
percent of Saison Holdings B.V.’s booked equity plus an
additional 57 MSEK in surplus value. Equity and share of
income in Saison Heldings B.V. is based on an audited

annual report dated December 31, 1990,

SAS INTERNATIONAL HOTELS

AND NET FINANCIAL ITEMS) INVESTMENTS* RETURN ON CAPITAL EMPLOYED
MSEK MSEK %
100 800 20 —
. ._-. a0 - \
= o= " \
-200 200 5 \
-300 0 0
85/86 86/87 88 89 90 85/86 B86/87 88 89 90 85/86 86/87 88 89 90
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* Excluding investments in
Inter-Continental Hotels 1989
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SAS Service Partner

SAS Service Partner is engaged in catering and restaurant
operations with a primary focus on the European market.
I'ne largest product area is Airline Catering, which ac-
counted for 56 percent of revenues in 1990, A slight

downturn was noticed in several of SAS Service Partner’s

most important markets, especially in the home markets of

Norway and Sweden. Lower activity in Scandinavian char-
ter traffic had a marked impact on the Terminal Restau-
rants unit in Seandinavia, the UK. and Spain. The Airline
Catering unit continued to show favorable growth due to
the geographic spead of operations to countries with satis-
factory growth, and to a well-balanced customer makeup.

The current economic trend and profitability problems
within the airline industry have intensified competition in
SAS Service Partner’s market, regarding price, quality, ser-
vice and capacity. For this reason, SAS Service Partner,
which is one the the largest airline catering companies in
the world, continues to focus on the further development
of its business concept, products, production and logistics.

SAS Service Partner’s revenues rose by 14 percent dur-
ing the year, to 4,739 MSEK. Income before the sale of
fixed assets, etc. ameunted to 190 MSEK (211).

During the year a joint venture agreement was signed
with Korea’s Kumho Group, the largest shareholder in
Asiana Airlines. According to the agreement, a new flight

kitchen will be built in Seoul. Once it opens in 1993 it will

be operated by SAS Service Partner through a management

contract. Total investments amounted to 255 MSEK (502).

SAS Trading

SAS Trading develops and conducts businesses associated
with air transport, Operations are divided into retail sales,
wholesale trading, and media production. Retail sales, the
largest segment, are conducted on flights and at airports,
on ships, at hotels, through the mail-order company Oster-
mann Petersen Bros. Lid., and starting in 1990, through
Brands, a new mail-order concept.

SAS Trading’s revenues rose by slightly more than 18
percent, to 1,669 MSEK. Income before extraordinary
items amounted to 122 MSEK (114), an increase of 7 per-
cent. Investments totaled 66 MSEK (28) and pertained
mainly to the expansion of the shopping arca at Arlanda
Airport and a computerized check-out system.

Six new gilt shops were opened on oceanliners during
the year and contracts were signed for an additional four,
to open in 1991 and 1992, New shops were apened at
regional airports in Sweden, in Riga, and in Las Palmas. A
contract was also signed for the takeover of perfume sales

at NK department stores in Stockholm and Gothenburg,

SAS Leisure
SAS Leisure was established in 1989 to strengthen SAS’s

position in the leisure travel sector. Operations consist of

SAS SERVICE PARTNER
TREND OF INCOME
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inclusive-tour operations, hotel operations, and charter air

services. SAS Leisure’s principal market is made up of

charter travelers in Sweden and Norway who in 1990 num-
bered 1,500,000 and 500,000 persons, respectively. The
business unit had a 44 percent share of the Swedish market
and a 45 percent share of the Norwegian market.

During 1990 demand declined somewhat in Sweden,

while Norway showed a marginal gain. Demand in the rest

of Europe weakened, leading to a substantial surplus of

hotel capacity, especially in the Canary Islands. This forced
prices down, hurting the hotel operations but benefiting
the inclusive-tour operations. The charter air market was
characterized by a large overcapacity and lower airline rev-
enues, which also benefited the inclusive-tour operations.
The marketing units in Sweden and Norway produced and
sold trips to 809,000 customers, an increase of 44,000 over
1989. The tour operators Always and Saga, which were
established in 1989, accounted for most of this increase.
SAS Leisure’s revenues rose by 11 percent to 4,166
MSEK. Income before the sale of fixed assets amounted to
7 MSEK, compared with =15 MSEK in 1989, Invesunents
totaled 247 MSEK (307) and pertained mainly to ongoing
construction of a Sunwing facility in Cala Bona on Mallor-
ca. In response to saturation in the Scandinavian market,
SAS Leisure began expanding its operations international-
ly through the acquisition of a 32-percent shareholding in

the Italian company Turfin S.R.1. (Aviatour Group), a

SAS TRADING

17-percent shareholding in Spain’s Club de Vacaciones,
and a 50-percent sharcholding in Finland’s Toivelomat. In
addition, SAS Leisure acquired a 33-percent stake in the
Swedish tour operator Plusresor.

Sunwing, SAS Leisure’s own hotel chain, continued to
expand and today comprises fifteen facilities in five countries.
Total bed capacity of the Sunwing chain was 8,800. During
the spring the second phase of the new Sunwing unit on
Cyprus was completed. The facility is now complete, with a
bed capacity of 725. In June the first phase of the Cala
Bona facility on Mallorca was opened. The project will be
completed in time for the 1991 summer season, with a bed
capacity of 800. Scanair continued adapting its organiza-
tion toward greater operative and technical responsibility
for the aircraft fleet, comprising six 374-seat DG-10-10s,
The airline’s core fleet is complemented with marginal
capacity leased from SAS Airline. To reduce excess capacity,
one DC-10-10 was leased out to World Airlines in the U.S.

Spanair, in which SAS Leisure has a 49-percent share-
holding, increased its fleet of leased MD-83s from seven to
cight. The number of passengers flown to and from Spain
amounted to 960,000, of whom 15 percent were Vingresor
customers. Spanair was also adversely affected by overcapa-
city in the market, though it is reporting a profit for 1990.
During 1991 Spanair will begin operating two Boeing 767-
300s on long-distance routes from Madrid to various vaca-

tion destinations in the U.S., and South and Central America.

SAS LEISURE

SAS SERVICE PARTNER
RETURN ON CAPITAL EMPLOYED
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SAS Financial Services

SAS Financial Services includes SAS Finance, Diners Club
Neordic and SAS’s shareholdings in Polygon Insurance Co.
Lid. (33%) and the aircraft leasing company Aviation Hol-
dings PLC (24%). SAS Financial Services provides [inancial
services and advice to the Group’s other business units.

SAS Financial Services reported income alter financial
items of 144 MSEK (84) in 1990, of which SAS Finance
accounted for 120 MSEK (64). SAS Finance's business
concept is to offer SAS’s business units financial products
and services at the lowest possible cost, working in compe-
tition with banks and other financial institutions. The unit
owes its strong performance to better utilization of oppor-
tunities created through the central coordination of the
SAS Group’s financial transactions.

In 1990 SAS Finance arranged long-term credits total-
ing 6,375 MSEK, primarily to finance the ongoing invest-
ment program. Large credits taken out during the year
include a bond issue in Japan for 10 billion JPY, and a
credit facility of 200 MUSD with The European Invest-

ment Bank.

Major efforts are continually made to reduce costs of

foreign capital and improve financial income. The current
situation in international finance and banking will result in
higher capital costs for all borrowers, including SAS. With
the liquidity reserves built up in recent years, SAS expects
that the changes in the capital markets will have only a
SAS LEISURE

TREND OF INCOME*

(INCOME AFTER DEPRECIATION
AND NET FINANCIAL [TEMS)

SAS LEISURE

%

RETURN ON CAPITAL EMPLOYED*

marginal impact on the Group’s interest expense.

Diners Club Nordic reported continued favorable growth
in volume. Income before extraordinary items improved
from 20 MSEK in 1989 to 30 MSEK. This is mainly due to
a 9-percent increase in the number of cardholders, which
totaled 280,000, and to a marked increase in Diners Club
card use for payment of business travel expenses. Cooper-
ation with other SAS units concerning the SAS Club Furo-
Class card and the RVC card was intensified during the
year,

In December an agreement was signed for the takeover
of the credit card operations of the Swedish department

store NK, with some 120,000 cardholders.

Joint Group Projects
Numerous joint Group projects and activities were fi-
nanced and managed centrally during the year. All associ-
ated costs have been charged against income.

In connection with the stock conversion in LanChile, the

company Inversiones SAS Chile Lida. was established.

Affiliated Companies

Aside from the SAS Consortium and companies in which it
has majority shareholdings, the SAS Group includes a
number of affiliated companies. Shares of income and eq-
uity in affiliated companies are reported in accordance

with the equity methoed of accounting.

SAS LEISURE
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Affiliated companics are delined as companies in which
the SAS Group’s ownership is between 20% and 50%.
These include, among others, Saison Holdings B.V. (40%),
Airlines of Britain Holdings PLC (25%). Aviation Holdings
PLC (24%), Spanair S.A. (49%), and LanChile S.A. (35%).
During the year SAS sold its sharcholdings in Linjetlyg AB
(50%) and Bennett Reisebureau A/S (31%).

The SAS Group’s income before extraordinary items
was charged with a pretax loss of 156 MSEK (1989: income
ol 83) from affiliated companics. The Group’s equity in

alfiliated companies amounted to 3,458 MSEK (3,700).

Investments

The SAS Group’s investments amounted to 5,651 MSEK in
1990, as follows: SAS Airline, 4,396 MSEK; SAS Interna-
tional Hotels, 282 MSEK; SAS Service Partner, 255 MSEK;
and SAS Leisure, 247 MSEK. Investments in aircraft and

5 MSEK (4.2006).

Qg

other flight equipment totaled 3,75

Financing and Liquidity

Net financing from operations, including changes in oper-
aling capital, amounted to 1,130 MSEK in 1990. This in-
cludes transfers totaling 595 MSEK to the parent compa-
nies, A financing deficit of 2,730 MSEK was incurred in
1990 after balancing revenue from the sale of aircraft and
other fixed assets (1,541 MSEK), against investments made
in equipment and stocks (5,651 MSEK) and advance pay-
ments for aircraft on order (250 MSEK).

A capital infusion of 247 MSEK was made in SAS Com-
muter by the parent companies DDL, DNL and ABA.

Net borrowing in 1990 amounted to 5,919 MSEK. The
Group’s liquid funds amounted to 11,388 MSEK on De-
cember 31, 1990, compared with 6,892 MSEK a year earli-
er. The dramatic increase in liquidity should be seen in
light of SAS’s desire to secure favorable financing terms
for future investments. The Group’s liquid funds are in the

Scandinavian currencies—primarily Swedish kronor—and

33

U.S. dollars. Borrowing was conducted using various fi-
nancial instruments, including public, domestic bond is-
sues in the Scandinavian, Japanese and Swiss markets. In
addition, the Japanese leasing market was used to fully
finance five Boeing 767s and three MD-80s, for a total of
2,285 MSEK. Finally, a total of 150 MGBP was borrowed
from institutional investors in England.

The short-term borrowing program was used actively in
1990. The Swedish commercial paper program was increis-
ed from 1,000 to 2,000 MSEK, while the Norwegian pro-
00 to 1,000 MNOK. SAS con-

gram was increased [rom 5
tinues to have long-term credit commitments totaling 450
MUSD, which remained unutilized during the year.

The Group’s balance of financial income and expense
amounted to a net expense of 258 MSLEK (-98). The major
investment outlays and high interest rates had a noticeable
impact on the balance of interest income and expense,
which resulted in a net expense of 367 MSEK, compared
with an expense of 169 MSEK a year ago. Capitalized
interest on prepaid aireraft totaled 147 MSEK (144).

As a result of the major investment program and the
dramatic increase in liquidity, the SAS Group’s total assets
rose by approximately 6 billion SEK during the year, to
slightly more than 42 billion SEK.

kquity in the Group, excluding minority shares of 89
MSEK (64), amounted to 11,097 MSEK (12,177) on De-

cember 31, 1990,

Personnel

The average number of employees in the various business
units ol the SAS Group during the year was 40,830
(39.060), of whom 22,180 (21,120) were employed in SAS
Airline, 3,080 (2,740) in SAS International Hotels, 11,020
{10,740) in SAS Service Partner and $,490 (3,530) in SAS
Leisure. A breakdown of the average number of employees
in each country is provided in the table on page 34. The

number of employees in the SAS Consortium totaled
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STATEMENT OF CHANGES IN FINANCIAL POSITION

BALANCE SHEET

MSER 1990 1989  MSEK 1990 1989
Net linancing from operations 1,130 1,650 Liquid funds 11,388 6,892

Investments -5,651 —9,922  Other current assets 6,362 7.,590°
Advance payments, net 250 ~158  Non-current assets 24,265 21245
Sale of fixed assets, etc. 1,641 2,035  Assets 42,015 35,7927
Financing deficit -2,730 —6,495  Current labilities 12,805 11,508
Capital infusion from parent companies 305 1,750 Long-term debt 16,9338 11,172
External borrowing, net 5,949 5,907 Subordinated debenture loan 1,086 306
Financial receivables, net 972 - 2,108 l".quil)“ 11,186 12,241

Change in liquid funds 4,496 ~941  Total liabilities and equity 42,015 Gl

20,820, including 7,530 in Dennrark, 4,680 in Norway and
6,610 in Sweden.

The Group’s total payroll, includig  payroll-related
costs, was 10,941 MSEK, compared with 9,418 M5EK in
1989, Corresponding costs for the Consortium amounted

to 7,022 MSEK (6,428).

t . .
Including minority shares,

* Including 700 MSERK i paid-in capital Tron SASs parent companics

tines were mapped our and are consequently being im-
proved. In Oslo, SAS has worked with a system for recy-
cling glycol. SAS belongs 1o an TATA group which focused
on drafting an environment policy for the entire airline
industry in 1990, Measures have been implemented to

improve waste-handling and recycling routines. Attention

FMPLOYEES has also been given to improvement ol indoor environ-
1990 1989 ; .
Men Women Men  Women  Hients. Amaong other measures, rest cabins have been in-

Denmark 6,380 3,940 6,050 3,790  stalled for crews on Boeing 767s, making SAS a pioneer in
Norway 4,580 4,170 4,500 4,040 I

/ this area,
Sweden 6,140 4,920 5,800 4,830
LK. 1,600 1,080 ,h00 G980
Germatry 730 820 840 660  The SAS Consortium
Spain 920 640 880 660
Cieice 210 29() 95() 210 The SAS Consortium was formed by the three national
e =30 il E)’(] 2“0 airlines of Denmark, Norway, and Sweden: Det Danske
Turkey 1,380 150 1,540 150 ’
Either 1,320 1,060 1,080 g80  Luftfartselskab A/S (DDL), Det Norske Luftfartselskap
Total 23,550 17,280 22,600 16460 A /§ (DNL), and AB Acrotransport (ABA), respectively,

SAS and the Environment

SAS has continued renewing its fleet with more environ-
mentally sound aireraft, such as the Boeing 767. In addi-
tion, major elforts have been made with regard to the
environment at Sweden’s Arlanda Airport, where SAS par-
ticipated in a concession application. When planning the
new domestic terminal, particular emphasis was put on the
environment by minimizing the need for ground vehicles,
SAS also started an energy-conservation campaign during

the vear. In Denmark, the Airline’s chemical-handling rou-
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The SAS Consortium comprises the SAS Group’s execu-
live management, SAS Finance, SAS Airline, SAS Trading
and joint-Group projects.

At the end of each fiscal year the SAS Consortum’s
asselts, liabilities and earnings are divided between the par-
ent companies according to their respective share of own-
ership—DDL, 2/7, DNL, 2/7; and ABA, 3/7.

The SAS Consortium’s operating revenue amounted to
22,399 MSEK (20,509). Operating income hefore extraor-
dinary items amounted to 163 MSEK (1,460). Net linan-

cial items, totaling —479 MSEK (156). include dividends



from subsidiarics and affiliated companies totaling 55

MSEK (58) and capital gains on the sale of flight equip-

mertt totaling 452 MSEK (245 MSEK). Gains on the sale of

other lixed assets amounted to 466 MSEK (104}, including
397 MSEK from the sale of the stock in Linjeflyg.
Reported under “unusual items™ are a 402 MSEK alloca-
tion to reserves and a write-down of receivables from subsi-
daries, etc, totataling 366 MSEK. After extraordinary
items of —801
taxes amounted to —638 MSEK (1,460).

MSEK (=), income before allocations and

The SAS Consortium’s accounts are prepareed in accor-
dance with Scandinavian accounting practices. Since the
SAS Group’s aecounts are prepared in accordance with
international standards, certain accounting differences oc-
cur between the SAS Group and the SAS Consortium, See
the following section of Significant Valuation and Ac-
counting Principles. The SAS Consortium’s accounts are

presented separately in the following accounts and notes.

The Scanair and SAS Commuter Consortia

The Scanair and SAS Commuter Consortia have the same
ownership structure and legal status as the SAS Consor-
tium and are consolidated in the SAS Group within the
business units SAS Leisure and SAS Airline, respectively.
Scanair’s and SAS Commuter’s statements ol income and
balance sheets are reported in sunumary in the section on

the Group’s ownership in this annual report.

Allocation of Income and Equity

Allocations are made by SAS’s parent companies: DD, in
Denmark, DNL in Norway, and ABA in Sweden, all of
which also pay taxes in their respective countries on their
share of the SAS Consortium’s profit.

The Board of Directors and the President propose to the
SAS Assembly of Representatives that no transfers be
made to the parent companies (1989: 595 MSEK), and that
the SAS Consortium’s deficit for the year, totaling 638
MSLEK, be charged against the SAS Consortium’s capital

account, which will therealter total 9,000 MSEK.

1991 Forecast

The crisis in the international airline industry was intensi-
fied by the outbreak of war in the Gulf in January 1991,
The crisis affected the entire travel industry and thus all
the SAS Group’s business units. Added to this are the
effects ol continued weak economies in SAS’s important
markets and greater competition.

The unpact of measures begun within the Group and
restructuring work at SAS will not be sufficient to compen-
sate for the loss of income in 1991, For this reason, income
before extraordinary items is not expected to reach the

same level as in 19490,

Copenhagen, Stockholm and Oslo—March 21, 1991

TAGE ANDERSEN
LARS P. GAMMELGAARD
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CURT NICOLIN
KRISTER WICKMAN
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TOR MOURSUND
Biorx Eipem

INGVAR LILLETUN

JAN CARLZON
President
and Chief Fxecutive Offlicer
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SAS GROUP CONSOLIDATED STATEMENT OF INCOME

MSEK 1990 1989
Operating revenue' —Note 1 31,883 28,786
Operating expense' —Note 2 29,872 26,128
Operating income before depreciation, etc. 2,011 2,658
Depreciation, ete.—Note 3 1,362 1,414
Operating income after depreciation, etc. 649 1,244
Dividend income 10 -
Interest income fexpense, net—Note D -367 —169
Other financial items—Note 6 99 71
Income after depreciation and financial items 391 1,146
Share of income in affiliated companies—Note 7 -156 83
Gain on the sale of flight equipment—Note 8 452 286
Gain on the sale of other [ixed assets—Note 9 249 7hl
Unusual items—Note 10 -898 —60)
Income before extraordinary items 38 2,206
Extraordinary items—Note 11 -801 =
Income before taxes ~763 2,906
Taxes payable by subsidiaries and atfiliated companies—Note 12 =100 —217
Minority interests -3 12
Income before taxes relating to the SAS Consortium -866 1.977

P Starting in 1990, SAS Airline’s traffic revenue is reported after deductions for discounts. Figures for 1989 hiave been adjusted accordingly.

36



OUP CONSOLIDATED BALANCE SHEET

MSEK MSEK

ASSETS 1990 1989  LIABILITIES AND EQUITY 1990 1989

Citrrent Asets Current liabilities

Liquid funds—Note 13 11,388 65,892 A( counts payable ]’50? I"ng

Accounts receivable 3,280 3,109 1\2{“‘_5 pzily:ll)le l 143 160

1)].6 )ajd expense il!](l @ (‘.(:I'l.l.("( -(‘,XPCI]S(‘. pesnia ; =

,‘1(‘(_5‘“,(1 im['(lmc 1,074 749 prepaid income 3,958 3,301
g e - o Unearned transportation

Paid-in capital receivable - 700 !

. N > ¢ 96 g7

Other accounts receivable 1,062 2157 1)(_?\ ERnE Bet ‘f\m(, 22 ) 1”(268 (319

Expendable spare parts | rcpamlents.fmm customers 390 352

and inventory—Note 14 869 775 l("‘“r“z-‘m P()ft;-‘-;“ of {15 g

Prepayiments to suppliers 77 145 - PUEtRRR EER : i

SEPe) ETE S 0 SUPP IS Other current liabilities 4,374 4,858

Total current assets 17,750 14,482 o -

Total carrent liabilities 12,805 11,508
Fixed assets
i Long-term debt
Restricted accounts—Note 15 98 93 : . .
: i 1 ssies—] . 95 e

Stocks and participations—Note 16 370 564 ?;:;:Eitlr:::l:_:gi T)i 2’}ig {(;lg

Equity in afliliated companies—Note 17 3,458 3,700 Ot"h; 0 ! . l(‘;‘n] cl.clh)r Note 25 1’{"47 ]’ééf

Other long-term accounts receivable 790 9928 Gl el b -

L 518 gy Total long-term debt 16,938 11,172

Long-term prepaymerits ) . —

sl(l;)].)%lierw—fl.::)tz' i,)o : 1,459 1.702 Subordinated debenture loan—Note 26 1,086 806

- R S - = s )

Fixed assets-—Note 21 . oo, .
Construction in progress 459 734 Minority interest 89 fd
Aircrafi 11,360 8,246 i . n
Spare engines and spare parts 1,010 gon  Equity—Note 28
Maintenance and aircraft Capital 10,011 8,899
servicing t‘(_]lli])l}l(_‘rll 201 1560 Legal reserve 1,399 561
Other e quipmenl and vehicles 1,846 1,484  Retained earnings 553 740
Buildings and improvements 2,504 1,859 Net income for the year -866 1,977
Land and improvements 199 218

Total equity 11,097 12,177

Total fixed assets 24,265 21,245

TOTAL LIABILITIES
TOTAL ASSETS 42,015 35,727 AND EQUITY 42,015 35,727
Assets pledged, ete.—Note 29 591 632  Contingent liabilities—Note 30 687 501
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SAS CONSORTIUM STATEMENT OF INCOME

MSLEK 1990 1089
Operating revenue' — Note 1 22.399 20,509
Operating expense' —Note 2 20,993 18,452
Operating income before depreciation 1,406 2.077
Depreciation, etc.—Note 3 914 1,062
Operating income after depreciation 492 1,015
Dividend income—Note 4 55 58
Interest income/expense, net—Naote D -252 -173
Other financial items—Note 6 -282 271
Income after depreciation and financial items 13 1,171
Gain on the sale of flight equipment—Note 8 452 245
Gain on the sale of fixed assets, etc.—Note 9 466 104
Unusual items—Note 10 -768 —60
Income before extraordinary items 163 1,460
Extraordinary items—Note 11 -801 =

Income hgfore allocations
and taxes” -638 1,460

U Starting in 1990, SAS Airline’s truflic revenue is reported after deductions for discounts. Figures [or 1989 have been adjusted accordingly.
2 Allocations and taxes are made by the SAS Consortivm’s parent companies,
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' SAS CONSORTIUM BALANCE SHEET

MSEK MSER
ASSETS 1990 1989 LIABILITIES AND EQUITY 1990 1989
Current Assets Current liabilities
Liguid funds—Note 13 10,664 5,816  Accounts payable, subsidiaries 789 532
Accounts receivable, subsidiaries 3,302 3,286 Accounts pavable, suppliers 328 771
Accounts receivable 1,485 1,554  Accrued expense and
Prepaid expense and acerued income 678 662  prepaid income 3,122 2,493
Paid-in capital receivable - 700 Unearned transportation
Other accounts receivable 833 1,173  revenue, net—Note 22 1,268 970
Expendable spare parts Current portion of
and inventory—Note 14 408 433 long-term debt 766 525
Prepayments to supplicrs 28 34  Other current liabilities 3,237 3,907
Total current assets 17,398 13,658 Total current liabilities 10,010 8,908
Fixed assets Loug—term debt
Stocks and participations Bond issues—Note 23 9,144 7,916
in subsidiaries—Note 16 1,351 1,454  Other loans—Note 24 3,803 1,321
Other stocks and participations—Note 16 89 178  Other long-term debt 1,861 107
Long-term accounts receivable,
subsidiaries and affiliated Total long-term debt 14,808 9,344
companies—Note 19 1,050 648 ’ e -
Other long-term accounts receivable 483 sgg Subordinated debenture loan—Note 26 879 806
}n.tenj:-,“ii)lle a.f-'s;el.sixole‘] 8 252 120 Reeivas Mot o7 135 97
JUYEg-lﬂl m I)I (T]hl'\-”i('f}i[h To
suppliers—Note 20 1,402 1,702 Equity—Note 28
Fixed assets--Note 21 T
Construction in progress 162 169 (‘“le] ; -
Aireraft 10,068 7.816 Dl)rl‘ ‘2’754 ?"?U?’f
Spare engines and spare parts 653 785 DINL 2,754 jzl()g’
Maintenance and aircrafl ABA 4,130 5,761
servicing equipment 156 Vs S 3 i
Other (:]ui}lm]]em and vehicles 570 838 Voril vapita 9648 B
Buildings and improvements 1,131 968  Net income for the vear —638 1,460
Land and improvements 67 80 '
‘ Total equity 9,000 10,237
Total fixed assets 17,434 15,764
TOTAL LIABILITIES
TOTAL ASSETS 34,832 29,422 AND EQUITY 34,832 29,422
11 12 Contingent liabilites—Note 30 870 708

Assets pledged, ete.—Note 29
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STATEMENTS OF CHANGES IN FINANCIAL POSITION

SAS GROUP SAS CONSORTIUM
MSEK 1990 1989 1990 1989
THE YEAR’S OPERATIONS
Income before taxes -763 2,206 -638 1,160
Depreciation 1,178 |15 750 785
Revaluations, write-downs, elc. 737 - 672 —
Gain on the sale of fixed assets, etc. -701 — 057 -918 -349
Other, net -255 —3507 -330 —60
-196 1,974 -484 1,956
Payments made to the parent companies -595 =490 ~595 =49()
Funds provided by the year’s operations -399 1 484 -1,079 1,466
Change in:
inventories' 39 —101 160 —~].2
current receivables 320 -547 18 P57
current liabilities 1,170 714 1,320 =157
Change in working capital 1,529 60 1,498 406
Net financing from the year’s operations 1,130 1,550 419 1,060
INVESTMENTS
Aircraft ~3,544 —3,495 -3,544 —3,448
Spare parts -211 =711 -180 —626
Buildings, improvements and
other equipment -1,361 — 1,422 =710 —411
Stocks and participations, goodwill, ete. ~535 —4,204 -257 1,239
Total investments -5,651 —4.922 -4,691 —5,724
Advance payments [or flight equipment,
increase (—), decrease (+), net 250 —1568 300 —184
Sale of fixed assets, etc. 1,541 2,035 2,726 1,012
Other = = = 79
Net investments -3.860 -8,045 -1,665 —4 8924
Financing deficit -2,730 -6,495 -1,246 —3.764
EXTERNAL FINANCING
Long-term receivables, net 946 -2.247 768 —3 A
Repayment of long-term deht -578 1,104 -325 ~&50
Borrowings 6,527 7,011 5,651 6,970
Capital infusion from parent companies, new stock issue 305 1,750 = 1,750
Change in minority interes 26 20 - -
Other - 124 - -
External financing, net 7,226 5,554 6,094 4,156
CHANGE IN LIQUID FUNDS
(Cash, bank balances and short-term investments) 4,496 -041 4,848 392
Liquid funds at beginning of the year 6,892 85 5,816 5,424
Liquid funds at year-end 11,388 6,892 10,664 5,816

L For 1990, includes 135 MSEK which was reported under fixed assets in 1989 as spare parts.
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NOTES TO THE FINANCIAL STATEMENTS

Significant valuation and accounting principles
General

The SAS Group’s financial statements are prepared in accordance
with the recommencdations of the International Accounting Stan-
dards Connnitiee (IASC).

The value of equity in Saison Holdings B.V. is based on an
annual report prepared in accordance with UK. GAADP. See Note
1'%

The financial statements of the SAS Consortium are prepared
i accordance with generally accepted auditing standards in Scan-
dinavia. ‘The SAS Group’s fiscal year corresponds to the calendar
vear, and the financial statements arve stated in millions of Swedish
kronor (MSER) unless atherwise indicared.

International Accounting Standards (IAS) deviate in the [ollow-

mg respects from Danish, Norwegian and Swedish accounting

praciices.

- Affiliated companies

[AS require that shareholdings 1 other companies which amount
to between 20 and 50 percent be reported according to the equity
methoel.

- Receivables and liahilities in foreign currencies
According to IAS, all exchange gains and losses are reported
above income during the period in which they are incurrecl.

— Capitalization of borrowing costs

According to TAS, interest expenses associated with the financing
of major investments in fixed assets (advance pavments for air-
a long

craft) can be capitalized if the acquisition extends over

period.

— Leasing

According to 1AS, the two main lorms of leasing, linancial and
operational, are treated dillerently. Classification as a financial o
operational lease depends on the extent to which the risks and
advantages of ownership are transferred over to the leasor. Finan-
cial leases. in accordance with IAS, should be reported among
fixed asseis in the Balance Sheet, while the leasing commitment is
to be reported among habilities. Leasing costs for operational
leasing are to be reported over income.

- Taxes

According to IAS, taxes attributable to a particular accounting
period should be reported for that period, even il the tax is not
paid until some later accounting period.

Consolidated financial statements

Definition of consolidated and affiliated companies
T'he consolidated financial statements of the SAS Group include
the SAS Consortium, its wholly owned subsidiaries and those part-
lv owned companies in which the SAS Consortium has a con-
trolling interest. The consolidated financial statements also in-
clude the consortia Scanair and SAS Commuter. Certain wholly
owned subsidiaries which are closely connected with the business
ol the SAS Consortuum are directly included in the accounts of the
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SAS Consortium. For further information see Note 16, the speci-
Feation of stocks and participations.

Income and expenses of companies acquired or sold during the
liscal year are included in the Consolidated Statement of Income
for the period during which they belonged to the SAS Group.

Holdings in major affiliated companies in which the SAS
Group’s ownership 1s between 20 and 50 percent, or in which the
SAS Group has a controlling intes

st, are reported according to
the equity method.

Principles of consolidation

The consolidated linancial statements are prepared in accordance
with the purchase method, whereby the Group’s acquisition value
of stocks and participations is oflset against equity in the acquired
companies, including the equity share in untaxed reserves at the
date ol acquisition.

Accordingly, the Consolidated Balanee Sheet includes equity in
acquired companies only to the extent that it was earned after the
date of acquisition.

The difference between acquired equity and the SAS Group’s
reported acquisition value 1 reported either as an adjustment of
the subsidiaries” assets and liabilities, or as consolidated goodwill /
negative goodwill,

In accordance with the equity method, the SAS Group's book
value of stocks in major affibated companies corresponds 1o the
Group’s share of the affiliated companies’ equity, including 60
percent of untaxed reserves and any residual values of acquired
surplus /deflicits which arise upon the acquisition caleulation. Re-
garding the reporting of equity in Saison Holdings B.V., see note
1'7. The SAS Group’s share ol affiliated companies” income hefore
allocations and taxes, adjusted for depreciation/dissolution of
acquired surplus/deficit values
Statement of Income. The SAS Group’s tax expense includes the

is reported in the Consolidated

Group’s share of alfiliated companies” reported taxes and estimat-
ed taxes on allocations.

Translation of foreign subsidiaries’ financial state-
ments

The financial statements of foreign subsidiaries are translated into
Swedish kronor using the current-rate method. Assets and liabili-
ties are thus converted 1o Swedish kronor at year-end rates of
exchange, while income for the year is translated ar the average
annual rate of exchange. SAS’s share of such translaton differ-
ences is transferred directly to the equity of the SAS Group.

Other valuation and accounting principles
Receivables and liabilities in currencies other than
Swedish kronor (SEK)
Current and long-term receivables and liabilities in currencies
other than Swedish kronor are translated at year-end market rates
ol exchange. When the rate of exchange on the payment date is
secured by a forward contract, translation is carried out at the rate
of exchange of the forward contract currency,

In cases where a loan has been the object of a currency-rate
swap (where, in principle, interest expenses and repayments are
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paid in a currency other than the original one —a swap currency),
the loan is stated alter translation 1o the swap currency’s year-end
rate of exchange. Advance payments on flight equipment are
accounted for at the rate ol exchange on the date of payment.

In conformance with TAS, the SAS Group’s realized and unreal-
ized eurrency exchange losses and gains on receivables and liabili-
ties are reported above net income.

Exchange rates to SEK for some principal currencies are:

Year-end rate Average rate

Currency 1990 1989 1990 1989
Denmark DKK 100 97.45 94 .35 95.70 88.23
Norway NOK 100 95.90 94 .25 94.45 93.36
USA UsD 5.71 6.23 5.98 6.46
LK GBP 10.83 9.97 10.48 10.62
Swirzerland  CHF 100 439.71 40276 42491 395.14
Germany DEM 100 375.35  366.80  365.67 34214
Japan JPY 100 4.21 4.34 4.09 4.7

ECU! 7.70 7.89 7.48 7.01

" Furopean Currency Unit

Expendable spare parts and inventory
Expendable spare parts and inventory are stated at the lower ol
cost or market value. An appropriate deduction for obsolescence

has been made.

Fixed assets and depreciation

Fixed assets arve stated in the Balance Sheet at cost less accumulat-
ed depreciation. Depreciation is hooked according to plan based
on the assets” estimated economic lives.

For new flight equipment acquired in 1988 and later, a reduc-
ing balance method ol depreciation is applied over the economic
lite of such investments, meaning that the asset is fully depreciated
after approximately 19 years.

This method results in an even distribution ol capital costs over
the useful lives of the assets and a favorable matching of costs and
revenues. This also provides an accurate picture of the aircrafts’
residual values over time. According to this schedule, depreciation
during the first year amounts to 2 percent, therealter increasing
by 0.33 percentage poinl.s eumuuii)-‘, Le., 2 143 percent in the
second year, 2 2/3 percent in the third year, and so on.

Older flight equipment (DC-10s) is depreciated on a straight-
line method with a 10 percent residual value in accordance with
planued depreciation schedules. The depreciation period is 12
years.

In the SAS Group's financial statements, interest expenses out-
standing over long periods of time on advance payments for air-
craft not vet delivered, are capitalized. Upon delivery of the air-
craft in question, depreciation is begun on the capitalized interest
charges in accordance with the principle for flight equipment.

Maintenance and aircralt servicing equipment and other equip-
ment and vehicles are depreciated over a period of b years. The
annual depreciation of buildings varies between 2 and 20 percent.

Goodwill and other intangible assets are depreciated over their
estimated economic lives; long-term strategic investments in SAS’s
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operations are depreciated over a period of 10 years, and other
investments over a b-year period.

Major modifications and improvements of fixed assets are capi-
talized and depreciated over their estimated economic lives.

Improvements to the Group’s own and leased premises arve, in

principle, depreciated over their estimated useful lives, but not o
exceed the length of the leasing period for the premises.

Pension commitments
For most of SAS’s emplovees, the company pays insurance premi-
wims which fully cover accrued pension commitments.

Traffic revenue
Ticket sales are reported as traffic revenue only upon completion
of the air travel in question.

The value of tickets sold but not yet used is reported as un-
earned transportation revenue. This item is reduced cither when
SAS or another airline completes the transportation or alier the
ticketholder has requested a refund.

A portion of unearned transporiation reventie covers ftickets
sold which are expected to be unused. A reserve against the un
carned transportation revenue liability is assessed annually. This
reserve is is reported as revenue the following vear.

Maintenance costs
Routine atrcralt maintenance and repairs are charged to income
as incurred.

Due to the makeup of SAS’s [leet, with a predominance of
DC-9s and MD=80s, maintenance costs are spread relatively even-
Iy over time. Thus, no provisions are made for future mainienance
costs with respect to owned aireraft and other assets. In addition,
no provisions are made for the Boeing 767s acquired in 1989 and
1990.

Other income and expense

Income from the sale of flight equipment, hotel properties /op-
erations, etc. and unusual items 1s shown in the Statement of
[ncome after depreciation and financial items. Such items have a
direct connection with the company’s normal operations and of-
ten contribute to various financing operations. The extent of
these items and their effect on earnings can vary considerably
fromyear to yeur. They are therefore reported separately, to allow

an accurate assessment of l'l])(‘.l"iiiiil?_‘, income.

Extraordinary income and expense

Only items which lack a clear conmection with the company’s
regular operations are reported as extraordinary. In addition, the
entries must be of a non-recurring nature and may not be expect-
ed to amount to major sums.

SAS Consortium

Out of regard lor local regulations concerning accounting and
taxation in Denmark, Norway and Sweden, the SAS Consortium’s
financial statments are prepared in accordance with Scandinavian
practice. The SAS Group's accounting principles are prepared in



accordance with international practice. The principles applied by
the SAS Consortium deviate from those applied by the SAS Group
im the [ollowing ways:

In the SAS Consortium, unrealized curreney exchange losses on
long-term debt are offset by unrealized exchange gains on long-

term debt. Excess losses are charged to income, while excess gains
are credited to a currency equalization reserve in the Balance
Sheet. Unrealized currency exchange gains on long-term receiv-
ables are reported as income to the extent in which they are offset
by exchange losses on long-term loans arranged in the same cur-
rency. Other unrealized currency exchange gains on long-term

re vables are credited to the currency ("(}ll}'lHYQEUUI] reserve. Un-

realized currency exchange losses are charged to income.

Interest expenses outstanding for long periods for advance pay-
ments on aircraft are posted as expenses in the SAS Consortium’s
accounts.

In the SAS Consortium, shaves in affliliated companies are re-
ported at cost, and dividends are translerred 1o income.

Cerrain pension commitments are reported under contingent
liabilities in the SAS Consortium.

Definitions of financial terms and ratios
Grass profit margin (GOP). Operating income before depreciation,
ete. and phase-in costs, in relation to operating revenue,

Net profit margin. Income before extraordinary income and ex-
pense, but excluding gains on the sale of cquipment, etc., in
relation Lo operating revenue.

Pretax veturn on capital employed. Operating income after depre-
ciation plus share of income in affiliated companies and financial
income, in relation to the average capital employved. Capital em-
ploved equals total assets less noninterest-bearing liabilities.

Pretax return on equity. Income helore gains /losses on the sale ol
equipment and extraordinary items in relation to the average
equity. Equity includes minority equity shares.

Deht/equety ratio. Interest-bearing liabilities n relation to adjust-
ed equity.

Equity fassets ratio. Equity plus deferred taxes and minority inter-
ests as a percent ol total assets.

Net financing from opevations. Funds provided internally includ-
ing change in working capital.
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Note 1 — Operating revenue

1990 1089

Traffic revenue:
Passengers 16,476 14,510
Freight 1,139 1,108
Mail 217 224
Other 338 447
Other operating revenue 4,229 4,220
SAS Consortium operating revenue 22,399 20,509
Subsidiary operating revenue 11,612 10,17¢
Group eliminations -2,128 -1,895
SAS Group operating revenue 31,883 28,7806
Subsidiary operating revenuc includes traffic revenue totaling

1,215 MSEK (1,286) from Scanair.

Starting in 1990, SAS Airline’s traffic revenue is reported after
deducting discounts, which amounted to 740 MSEK (685). Fig-
ures for 1990 have been adjusted accordingly.

Reversals ol unnecessary reserves for unearned transportation
revenue have added 263 MSEK (381) 1o traffic revenue. See the
preceding section “Iraflie revenue” in principles of accounting.

Note 2 - Operating expenses
SAS Group SAS Consortinm

1990 1989 1990 1989
Personnel /payroll costs 10,941 9418 7,022 6,428
Aircralt fuel 2,119 1,696 1,873 1,457
Other operating expenses 16,812 15,014 12,098 10,547
Toral 29,872 26,128 20,993 18,432

Other operating expenses of the SAS Consortivm include govern-
ment user-fees, commissions, purchased services and supplies.

Note 3 - Depreciation, etc.
SAS Group SAS Consortivm

1990 1989 1990 1989
Goodwill and intangible assets 62 65 24 25
Aireraft 345 all 312 282
Spare engines and spare parts 56 126 34 125
Maintenance and aircrafli
servicing equipment 60 24 48 13
Other equipment and vehicles 516 191 246 272
Buildings and improvements 139 120 66 71
Sub-total 1,178 1,137 730 785
Leasing costs for additional
aircraft capacity 184 277 184 277
l'otal 1,362 1,414 914 1,062

Flight equipment is depreciated on a reducing balance over the
investments’ cconomic lives, resulting in full depreciation after 19
vears, This method is considered to accurately refleet the aireraft’s
residual value development.
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Note 4 — Dividends

SAS Consortium 1990 1989
Divicdends from:
SAS Service Partner A/S 43 19
SAS International Hotels A/S - 14
Vingresor AD = 11
Diners Club Nordic A /S - 2
Dividends from subsidiaries 43 46
Dividends from affibated companies 3 11
Other dividends 9 1
Total dividends 55 hE
Note 5 — Interest, net
SAS Group 1990 1989
Interest income 1,198 913
[nterest expense -1,712 —1,226
Capitalized interest on
prepaid aircraft 147 144
Interest, net -367 —=Iih
SAS Consorgum 1990 1989
Interest from subsidiaries 393 320
Other interest incorme 1,036 697
Total interest income 1,429 10T
Interest paid 1o subsidiaries -224 —115
Other interest expenses -1,457 —1.075
Total interest expenses -1,681 —1,190
Interest, net -252 175

Capital gains on disposals of bonds are reported as other interest

income and amounted to 10 MSEK (1989: interest expense of

1y,

Note 6 - Other financial items

SAS Group 1990 1989
Currency exchange losses on
long-term receivables/debt (net) =20 —62
Allocation ol acerued currency
exchange gains in 1988 73 75
Other currency exchange differences 15 a8
Currency exchange differences, net 68 109
Issue expenses on loans ~12 —52
Other 43 —6
31 -38
Total other financial items, net 94 71

Of the SAS Group’s currency exchange differences in 1990, 42
MSER is unrealized.
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SAS Consortium 1990 19849
Currency exchange gains flosses on
long-term receivables /debt 24 —86
Reversal of unnecessary currency
equalization reserve, as per 12/31 /88 = 280
Other currency exchange differences -295 92
Currency exchange differences. net -271 286
Issue expenses on loans -12 —27
Other 1 12
~11 ~15
Other financial items, net -282 271

Of the SAS Consortium’s currency exchange differences in 1990,
11 MSEK is unrealized.

Mote 7 — Share of income in affiliated companies

SAS Group 1990 18984
Saison Holdings B.V. =152 6
Airfines of Britain Holdings P1LC -53 —-23
Linjeflve AB = 71
LanChile S A. 25 -
Aviation Holdings PLC 56 3
Polyvgon Insurance Company Lick 5 17
Gronlandsfly A/S -9 0
Turlin S.R. 1. 0 —
Tenerife Sol S.A. -2 —8
Bennett Reisebureau A /S 4 7
Spanair S A 4 !
TMG Sverige AB 3 3
Widerge's Flyveselskap A/S 5 -1
Club de Vacaciones S A, 3 -~
Other afliliated companies 25 1.2
Total -156 83

Share of income in affiliated companies is reported hefore taxes
and is based on the companies’ unaudited preliminary reports,

g 27

Share of ncome includes depreciation of goodwill totalin
MSEK (10).

Note 8 - Gain on the sale of flight equipment

In 1990 fifteen DC—-9s, one DC-10 and five Fokker 27s were sold
in connection with the changeover to a new awcralt (leet. SAS
Airline leased back the DC-9s and the DC-10 from the pur-
chasers [or a short period (operational leasing) in order (o main-
tain capacity during the transition to MD-80s and Boeing 767s.
An allocation of 290 MSEK has been made [or futire additional
costs associated with the leasing of these atreraft.

1990 1989
SAS Aurline 452 245
Scanair = 4]
Total 452 286




Note 9 — Gain on the sale of fixed assets, etc.

SAS Group 1990 1989
Hotel properties/operations in STH 12 686G
Property, other 34 35
Stock in Linjeiflyg AB 196 =
Operations in SAS Service Partner - 50
Stocks 7 -
Total 249 751
SAS Consortium 1990 19849
Stocks 432 104
Properties 34 =
Total 466 104
Note 10 - Unusual items

SAS Group 1990 1989
Allocation ta sharcholding reserve

for associated and affiliated companies -780 —60
Allocation to reserve for pension commitments -118 =
Taotal -898 ~60
SAS Consortium 1990 1989
Write-clown ol receivables in subsidiaries, etc.  -366 T
Allocation to shaveholding reserve -402 —{i0
Total -768 —60
Note 11 - Extraordinary items

SAS Group 1990 1989
Restructuring costs

(severance pay, early retivement) - 165 =
Development costs, write-downs of

intangible assels, ele, -636 =
Total -801 =
SAS Consortitm 1990 1989
Restrueturing cosis - 165 =
Development costs, write-clowns of

intangible assets, ete. -636 =
Taotal -801 =

Note 12 - Subsidiaries’ and affiliated companies’
taxes

SAS Group 1990 1989
Taxes payable by subsidiaries -106 =115
Full taxes pavable by affiliated companies =18 -40
Allocation(=) /reversal (+) of deferred

tax pertaining to untaxed reserves 24 12
Total -100

The Statement of Income and Balance Sheet of the SAS Group
include only taxes payable by subsidiaries and affiliated compa-
nies, sitce the tax liability in Denmark, Norway and Sweden relat-
ing to the activities of the SAS Consortium lies with its parent
companies.

Taxes during the petiod are calculated as paid taxes plus esti-
mated tax on taxable allocations made during the period. Alloca-
tons o reserves in previous fiscal periods were split between
deferred taxes and equity.

Note 13 - Liqguid funds

SAS Group  SAS Gonsortiung

1990 1989 1990 1989
Cash and bank accounts 1.364 857 783 255
Short-term investments 10,024 6,035 9,881 5,581
Total 11,388 6,892 10,664 5H.RIG

The balance of the liquid funds of the SAS Consortium incluces
77 MSEK (63) in a restricted tax deduction account in Norway.

On December 31, 1990 short-term investinents consisted pri-
marily ol special borrowing from banks, government securities,
and housing loans /bonds. Short-term investments are reported a
the lower ol cost or market value.

Uncompleted interest arbitrage transactions are reported net
and amounted to 1,821 MSEK (1,147) on December 81, 1990, No
assets have heen pledged.

Note 14 - Expendable spare parts and inventory
SAS Group  SAS Consortium

1990 1689 1990 1489
Expendable spare parts,
flight equipiment 492 413 298 532
Expendable spare parts, other 76 74 67 67
Inventory 301 286 43 34
Total 869 T 408 433
Note 15 - Restricted accounts
SAS Group 1990 1949
Development reserve 1 1
Special investiment reserve 95 90
Regional development reserve 2 2

Towal 98 95
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Note 16 — Stocks and participations Number of
shares

SAS Consortium

Subsidiaries

SAS Holding A/S, Copenhagen 600,000
SAS Leisure AB, Stockholm 3,000,000
SAS International Hotels Holding A/S, Oslo 100,000
SAS Flight Academy Holding AB 20,000
SAS Service Partner A/S, Copenhagen 90,000
Diners Club Nordic A/S, Oslo 25,100
Scandinavian Aero Engine Services AB, Stockholm 150,000
SAS Ljendom A/S, Copenhagen 20,000
Scandinavian Multi Access Systems AB, Stockholm 200,000
Seandinavian Airlines Data Holding A/S, Copenhagen 20,000
SAS Media Partner AB, Stockbolm 5,000
SAS Capital B.V.. Rotterdam 501
Bromma Tryck AB, Stockholm 9,000
Danair A/S, Copenhagen 1,710
Travel Management Group Norway A/S, Oslo 50,000
SAS Trading Holding A /S, Copenhagen 300
SAS Oil Denmark A/S, Copenhagen 300
InterSAS BV, Amsterdam 104
Other

Shareholding reserve
Total stocks and participations in subsidiaries

Par value Book
in 000s value
600,000 855.1"
300,000 300.0
100,600 1387
2000 100.0
90,000 705
25,100 70.0
45,000 45.0
20,000 3.9
20,000 20.5
20,000 18.9
500 9.8
2,500 i
900 1.8
1,710 1.2
5,000 1o
300 0.9
300 0.2

104 0.2

'After transters of 60 MSEK 1o the shareholding reserve on December 31,1989

Affiliated companaies

Amadeus, Madrid 13,313
Amadeus, Munich 210
Gronlandstly A/S, Godthab 219
Polygon Insurance Co. Litd., Guernsey 5,825,810
Travel Management Group Sweden AB, Stockholm 800,000
Scandinavian Info Link AB, Stockhbolm 13,554
Widerge's Flyveselskap A /S, Oslo 26,622
Copenhagen Excursions A/S, Copenhagen 294
Scanator AB, Stockholm K00
Malmo Flygfraktterminal AB, Malmo 1,455

Other
Shareholding reserve
Total, alfiliated companies

Other companies

Norwegian Show Case A/S, Oslo 3,750
Dar-es-Salaam Airport Handling Co. Lid, Dar-es-Salaam 27,000
Airline Tariff Publishing Gompany, Washington D.C. L7737
Other

Total other companies
Total other stocks and participations

1,331,300 738
2 125 7.3
4,000 29,6
5,826 19.0
9,000 10.5

10,333 10.3
2,662 1.1
204 1.0
50 0.1
146 0.0
0.2

_(8L0)

64.9

3,750 5.4
9,700 1.4
18 0.4
17.4

24,6

89.5

The wholly owned subsidiaries Seandinavian Airlines System of North America Inc., and SAS France 5.4, with
accounis of the SAS Consortium,

acombined book valne of

14 MSER, are dircatly included in the

SAS Group

Stocks and participations owned by other Group eompeanies

Continental Airlines Holdings Inc. 7,305,000
Coronado A/S, Oslo 699,999
Copenhagen International Hotels K/S, Copenhagen

Other

Shareholding reserve

Total

73,030 692.0
147,000 141.0
119,000 116.0

35.0

(614.0)
5700

The market value of SAS's Continental Airdines Holdings Inc. stock totaled 78.2 MSEX on December 51, 1090
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Note 16, continued Number of Percent Par value Book
shares holding in 000s value
Affiliated companies owned by other Group companies
Saison Holdings B.V. 400 40 UsSh 500,000 2,786.8
Airlines of Britain Holdings PLC (ABLI), Derby 14,937,512 24.9 GBY DL 208.5
Aviation Heldings PLC 20,000,000 24.1 usDh 2,000 147.8
SIHSKA A/S, Copenhagen 17,720 50 DKK 17,720 13.8
Spanair 8.A., Madrid 367,500 49 ESB 367,500 19.6
Tenerife Sol S A, 23,000 50 ESB 230,000 29.6
SAS Rovyal Viking Hotel AB, Stockholm 20,000 25 SEK 2.000 1.0
LanChile S.A. 95,089,014 35 UsD 36,151 178.2
Turtin S.R.L. 7,200,000 a2 ITL 7,200,000 30,5
Taoivelomar OY 250 50 FIM 2,500 5.9
Plusresor AR 165 L SEK 166 1.4

Affiliated companies owned by other Group companics are not ineluded in the SAS
Consortium’s afliliated companies as equity in affiliated companies. See note 17

Note 17-Ecquity in affiliated companies

stoup’s hook value of stocks and parucipations, These are reported tagether with the SAS

values at least correspond to the market values. Depreciation of
these assets would result in an approximate MSEK 65 charge

against the SAS Group's income.

Note 18-Goodwill and other intangible assets

SAS Group 1990 19849
Consolidated goodwill 235 301
Development costs 80 233
Orher intangible assets 203 228
Total 518 762
SAS Consortium 1990 1989
Development costs 49 162
Other intangible assets 203 228
Total 252 420

Otherintangible assets include a non-recurring payment made (or
access to and user-rights for the terminal at Newark Airport out-
side New York. Development costs carried forward from Dee. 31,
1989 were written down by 186 MSEK in the SAS Group and 176

SAS Group 1990 1989
Saison Holdings BV 2,787 2,987
Airlines ol Britain Holdings PLC (ABH) 209 255
Linjeflyg AB - 255
LanChile S.A. 178 -
Aviation Holdings PLC 148 131
Amadeus 81 39
Polygon Insurance Company Lid. 89 &1
Gronlands(ly A/S 46 56
Turfin S,R.L. 39 =
Tenerife Sol S AL 30 4
SIHSKA A/S 14 15
Bennett Reisebureau A/S - 18
Spanair 8.A. 20 15
TMG Syerige AB 13 24
Widerge's Flyveselskap A /S 10 6
Otiher affiliated companies 20 14
Shareholding reserve (226) =
Total 3,458 3,700

Equity in affiliated companies includes acquired surplus in ABH,
written down to 163 MSEK.

Saison Holding B.V.’s annual report is prepared in accordance
with UK. GAAP.

In addition to the vear’s share of income after taxes and minor-
ity interests, totaling —182 MSEK, the value of equity has been
affected by currency exchange differences, ete. of 325 MSEK and
the effect of goodwill incurred in connection with company acqui-
sitions, totaling —143 MSEK. In accordance with UK. GAAP, the
latter is divectly written off against Saison Holdings B.V.'s equity.

Saison Holdings has an unreported, delerred tax liability which
would arise on the sale of all its assets. The SAS Group’s share of
this liability amounts 1o 210 MUSD. 1t is unlikely that assets will be
sold to the extent that this deferred tax becomes activated,

In accordance with UK. GAAP, no depreciation is made of
buildings and long-term leasing contracts. The continuous
maintenance of the properties is judged o assure that the book

MSEK in the SAS Consortium.

Note 19-Long-term accounts receivable, subsidiaries

and affiliated companies

SAS Consortium 1990 1989
SAS Trading Holding A /S 3 11
SAS Leisure AR 324 309
SMART AB 25 94
SAS International Hotels A/S 138 148
SAS O1l Denmark A/S 14 15
SAS Data Sverige AB 40

SAS Commuter 56 -
Scandinavian Aero Engine Services AB 46 —
SAS Media Partner AB 8 =
SAS Flight Academy AB 353 -
SAS Holding B.V. 36 -
SAS Capital BV, - 61
Other 7 10
Total 1,050 648
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Note 20 - Long-term advance payments to suppliers

SAS Consortium 1990 1989
Boeing (B-767) K37 928
MeDonnell Douglas (M1)-80) 822 440
Fokker (F-50) 38 274
Other (engines) 5 60
F'otal 1,402 1702

In the SAS Group., an additional 50 MSEK (0) pertained to long-
term advance payments by SAS Group subsidiaries.

Mote 21 — Fixed assets

Note 22 — Unearned transportation revenue
Unearned transportation revenue consists of sold, but unutilized,
tickets. See p. 42, Accounting Principles.

The reserve for unearned transportation revenue is estimated at
220 MSEK (200) on December 31, 1990.

Cost Accumulated depreciation Book value
SAS Group 1990 19849 1990 1989 1990
Construction in progress 459 i = - 459
Adrerall 13.344 10,496 1,984 2,250 11,360
Spare engines and spare parts 1,549 1,379 539 574 1,010
Maintenance and aircraft
servicing equipment 529 427 328 272 201 150
Other equipment and vehicles 4,104 5,320 2,258 1,842 1,846 1,484
Buildings and improvements 3,135 2,309 631 200 2,504 1,859
Land and land improvements 202 2l 3 3 199 218
Total 23,322 18,957 5,743 5,441 17,579 13,496
SAS Consortium
Construction in progress 162 169 - = 162
Abrcraft 11,978 10,026 1.910 2,210 10,068
Spare engines and spare parts 1,160 1.557 507 572 653
Maintenance and aircraft
servicing equipment 457 375 301 257 156 118
Other equipment and vehicles 1,777 1.994 1,207 1,156 570 838
Buildings and improvements 1,395 1,175 264 207 1,131 968
Land and land improvements 70 85 3 3 67 80
Total 16,999 15,179 4,192 4,405 12,807 10,774

Changes in the net book value of aireralt in the SAS Consortinm
were as [ollows:

Cost, December 31, 18989 10,026
Acquisitions (gross) 3,544

Sales (gross) —1.542 11,978
Accumulated depreciation,

December 31, 1989 2.210
Depreciation 1990 3i2

Reversal of depreciation

upon sale of aiveraft, 1990 612 1.910
Net book value,

December 31, 19490 10.068

The insurance value of the aircraft was 19,260 MSEK on Decem-
ber 31, 1990. This includes the insurance value of leased aireraft
17 MSEK.

25

in the amount of

as

Of the year’s aircraft acquisitions, three (1989: 14) MD-80s and
five B-767s were acquired formally through 10-15 vear leasing
contracts. On behalf of the SAS Consortium, a number ol banks
have agreed to pay all acceruing leasing fees and an agreed-upon
residual value at the expiry of each leasing period for 15 (14)
MD-80s. The SAS Consortinm has irrevocably reimbursed the
banks for these payments. The combined nominal value ol the
banks’ payment commitment on behalf ol the SAS Consortium
was approximately 1,968 MSEK (2,285) on December 21, 1990,

With regard to other aiveraft, the terms ol the leasing contracts
(especially pertaining to SAS’s purchase options during the con-
tract period and terminarion, and the financial risk regarding the
value of the aircraft) are such that the agreement, [rom 5AS8’s
point of view. is comparable to a purchase. The acquisition value
ithese planes amounted to 2,285 MSEK. The value of the 22 (14)
aircralt is reported at 4,036 MSEK (1,782) in the Balance Sheet.



Note 23 - Bond issues

Bond issues are due for redemption as follows:

These would carry an interest rate of 9.25 percent until the vear 2003,
CUTTEney swap transaciion, SAS's vepayn
DKK and DEM. Pheonigh acurrency swap transaction, hall of SAS's repayinent
commitment has been changed to DEM and JPY
tion, SAS's repayment connmitment has in principle been changed 1o USD. & Through
a curreney swap transaction, SAS's repayment commitment has in principle been

" Through a
n commitment has been pariy changed 1o

hrough'a curmency swap transac-

changed 1o LISTY
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The SAS Consortium’s bond issues totaled 9,889 MSEK (8.175). 1991 745
Issues are in the following amounts and currencies: LG 10
1993 250
SAS Group / SAS Consortium 1990 1989 1994 and thereafter 8,884
UsD  U.S. dollars 4,758 5,085 Towal 9,889
ECU  European Currency Units 770 759
NOK Norwegian kronor 912 424 Note 24 - Other loans
CHE - Swiss francs 1,320 BOG  Other long-term loans of the SAS Group amount to 6,147 MSER
JPY  Japanese yen 555 0 (1,970, of which the SAS Consortium accounted for 3,803 MSEK
AUD  Australian dollars 0 249 (1.591),
SEK - Swedish kronor 240 5o The loans are denominated in currencies as follows:
LUF  Luxembourg francs 73 70 SAS Group  5AS Consortum
DKK  Danish kroner 487 0 1990 1989 1990 1989
BRE Uremde bancs L 52 ATS Austian schillings 13 34 13 34
9,889 8,175 NOK Norwegian kronor - e -
Less: repayments in 1991 and 1990, DEE Damish kroner 40 EO =
respectively =745 =259 QKK Swedish kronor 37 56 37 36
Total 9,144 7,016 JPY  Japanese yen 1,801 1,238 1,782 1223
DEM Gernran marks 28 171 - -
e S Py BEF  Belgian francs 216 180 - =
Specilication of individual issues: Sl NLG Dutch guilders 473 919 50 49
o e i: GBP  British pounds 2,249 - 624 -
“ W, : o USD TS dollars 1,317 - 1,317 -
rate l'enor MSEK S
Other 5 6 - -
150 M Swemslil kronor 79,94 40 Tatal 6,179 1,991 3.893 1949
200 M Norwegian kronor 34491 Lo2
250 M an‘\a‘{_‘gi?\n kronor 2440 Liess repayments in 1991
100 M European Currency Units 9.000% 770 and 1990, respectively =32 21 -20 21
150 M ULS. dollars 10.125% 857 Toual 6,147 1,970 3.803 1321
400 M Luxemboug francs 7.375% 73
100 M US. I,I(J”llf'ﬁi 7.125% 88/48 582 The loans for the Gonsortium fall due for repayment as follows:
160 M 115, dollars® 8.750% 88,791 542 199 ] 94)
700 M French [‘rsz's 9.250% 89,99 774 1993 12
200 M ULS. dollars” 10.000% 89,99 L2208 paod shdiksieafien 3,789
200 M U.S. dollars’ 9.125% 34949 1,267 e
100 M Swiss francs 5.000%  89/01 qqp JTo8l Lt
100 M Swiss franes 6.125% v 440
100 M Swiss francs 7.000% 9000 140 Note 25 — Other long-term debt
500 M Danish kroner 9.000% 90,00 487  SAS Group 1990 1989
500 M Norwegian kronor 10.750% 90795 480 PRI 35 30
200 M Swedish kronor 14.000%  90/00 200 Other pension commitments 244 114
5,000 M Japanese yen’ 7.000% 90,498 183 Deferred taxes 176 944
10.000 M Japanese ,\"J”[' 6.921% 90/97 372 Accrued currency exchange gain 140 2183
Total 0.889  Other liabilities 1,052 680
) Through a Currency swap tansaction, SAS's repayment commitment has been partly Total 11647 1,286
changed 1o NOK, I addition, 100,000 warrants were issued, entitling the purchaser 9. " , y ! p = !
o by aclditional bonds up Lo # lotal:65 100 MUSD: Huing the temorol thie bond issue I'he Pension Registration Institute (PRI) is a non-profit service

organization that manages employee pension plans.

Deferred taxes are attributable to subsidiaries’ reserves and are
calculated in accordance with the full-tax method (calculated tax
on allocations).

Accrued currency exchange gains as of January 1, 1988 are
allocated over the average maturity ol the loans.
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Note 26 - Subordinated debenture loan
A perpetual 200 million Swiss [rane subordinated loan was floated

during the 1985 /86 fiscal vear. There is no set maturity date on

the loan. The 8 Consortium has the exclusive right to terminate
the loan once every live years. The interest rate, fixed for periods
ol 10 years, at present amounts to 5 3/4 percent p.a.

In 1990 SAS International Hotels issued convertible bonds for
avalue of 207 MSEK (par value 56.2 MUSD). The bonds carry an
interest rate of 6 pereent and can be converted to stock in SAS

Internavonal Hotels A4S from the date of issue to May 31, 1997,

Note 27 — Reserves

SAS Consortium Currency equalization reserve
January 1, 1890 a7
Allocation 106
Reversal ==
December 31, 1990 1356

Reserves pertaining to the 5AS Group are reported in accordance
with the full-tax method (calculated tax on untaxed reserves) as
deferred tax and equity

Note 28 - Equity Paid-in Legal Revaluation Retained Year’s Total
SAS Group capital FESCTVE reserve EATHIIgS prolit equily
December 31, 1989 8,894 155 406 740 1,977 12107
Income 1984 1,460 517 —1.977

Transfer to parent companies —595 =595
Allocation to statutory reserves 802 2 =799 1
Change in translation difference 11 116 127
Capital:

— SAS Commuter 247 247
Othet 27 —21" 6
Profit Aoss 1090 866 —B60
December 31, 1990 10,011 995 404 553 -866 11,097
SAS Consortium

December 31, 1989 8,777 1,460 10,237
Income 1989 1,460 -1,460

Transfer to parent companies -5895 595
Other —4 —4
Profit/loss 1990 —638 —h3a8
December 31, 1990 9,638 -638 9,000

" Includes the effect of changed Group structure, ete.

Note 29 - Assets pledged

SAS Group  SAS Consortium

Note 30 - Contingent liabilities

SAS Group  SAS Consortium

1990 1939 1990 1989 1990 14989 1990 1689

Mortgages in real estate 518 h29 0 2 Travel guaranties - - 426 389

Corporate mortgages 15 L5 - - Guaranties for pension liabilities - = 0 1
Receivables 37 62 11 10 Other contingent liahilities

Securities on deposit 21 26 - ~  lor subsidiaries - - - i)
Total 591 632 11 12 ‘Total contingent liabilities

lor subsidiaries - - 426 503

Contingent liabilities 687 501 215 88

Pension commitments - 229" 117

Total 687 501 870 708

In addition (o these contingent liabilities, certain commiuments
which could reach 59 MSEK (22) have been made formally
through leasing agreements in connection with the acquisivion of
aircraft. (See note 21.)

Ceriain pension commitments arve also in effect regarding pi-
lots” right to retire at 55 years of age.

In early 1991 SAS pledged guaranties for a credit facility of up
to 20 MGBI" on behalt of Airlines of Britain Holdings.



AUDITORS’ REPORT

for Scandinavian Airlines System (SAS)
Denmark-Norway-Sweden

We have audited the Financial Statements of the SAS Group and
the 5AS Consortium for 1990. Owr audit has been performed
according to generally accepted auditing standards.

The Financial Statements of the SAS Group and the SAS Con-
sortium are based upon the accounting principles described in the
section of the Annual Report entitled “Significant Valuation and
Accounting Principles.”

In our opinion the Financial Statements present fairly the finan-
cial position of the SAS Group and the SAS Consortium on De-
cember 31, 19490, and the results of their operations for the fiscal
year then ended, in accordance with the principles described
above.

Stockholm, March 22, 1991

ARNE BRENDSTRUP BERNHARD LYNGSTAD Roraxp NILSSON

OLE KOEFOED Jacos BERGER SOREN WIKSTROM

Authorized Public Accountanis
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TRAFFIC/PRODUCTION 1990 1989 1988 1987 85/86
Number of cities served 85 81 749 82 89
Kilometers flown, scheduled (millions) 188.4 169.4 1529 138.9 155.9
Total airborne hours (000) 298.3 268.3 9437 P I 917.5
Total numbers ol passengers carried (000) 14,962 14.005 13,341 12,662 1,708
Available tonne kilometers, total (millions) 3,278.4 3,060.4 2.7074 2,444 2 2.490.9
Available tonme km, charter 12 10.2 10.9 |7 12.2
Available tonne km, scheduled 3,266.4 3,050.2 2.686.5 24972 2478.7
Revenue tonne km, scheduled {millions) 2,002.9 1,876.5 1,719.7 1,697.6 1,560.9
Passengers and excess baggage 1,514.5 1,396.0 1,264 11683 1,096.6
Freight 429.8 499 1 3471 380.3 409.0
Mail 58.6 574 546 19 558
Teoal load Cactor, scheduled (9e) 61.3 G61.5 63.8 65.8 6H3.0
Available seat km, scheduled (millions) 25,475 25,320 20,941 15,019 18,846
Revenue seat km, scheduled (millions) 16,493 15990 14,027 13,207 12,471
Cabin factor, seheduled (%) 64.7 65.3 67 69.4 66.2
Average passenger trip length (km) 1,102 1,087 1.053 1,045 1,067
Traffic revenue /frevenue tonne ki (SEK) 9.26 .82 B.76 8.55 8.41
Airline oper., expense/favail. tonne km (SEK) 5.90 H.50 5.40 B.47 5.26
Revenue tonne kimy/cmplovee, scheduled 99.000 40,000 84,400 77.900 78,900
Revenue passenger kin/emplovee, scheduled 815,300 730,400 688,400 644,000 630,700
GROUP, MSEK
INCOME STATEMENTS
Revenue 31,883 28,7806 27,5556 24,988 21,585
Operating income before depreciation 2,011 2.6h8 2,681 1,850 2,216
Depreciation, ete, 1,362 1,414 1,174 $493 863
Share of income in alliliated companies -156 83 127 92 =
Gain on the sale of fixed assets, ete. 701 977 1,906 379 54
Unusual items -898 e = - -
Financial items, net -258 -08 150 368 128
[ncome hefore extraordinary items 38 2,200 5.690 1,689 1.5158
Extraordinary items -801 - - - =
Income belore taxes -763 2,206 3,690 1,689 1,515
STATEMENTS OF CHANGES IN FINANCIAL POSITION
Net financing from the year's operations 1,130 1,550 1,885 2,559 1,625
Investments, total =5,651 -9,922 —3.938 —3.403 —4.128
Sale of fixed assets, erc. 1,791 1,877 1,932 1,065 410
Financing delicit /surplus 2,730 —6,4495 —121 151 -=209%
Capital infusion from parent companies 3056 L7650 = 1,050 -
Net borrowings 6,921 3,804 2,847 344 1,999
Change in liguid funds 4,496 —~041 2,726 1,525 = b4
BALANCE SHEETS
Liquid funds 11,388 6,802 7.833 5,107 3,582
Current assels, other 6,362 7,590 5,297 4,692 4,530
Fixed assets! 24,265 21.245 12,955 10,149 8,769
Current liabilities 12,805 11,508 1,200 6,852 6,729
Long-term debt® 18,113 12,042 7.698 6,372 B,329
Lquity 11,097 12,177 9,187 6,724 4,830
Total assets 42,015 36,727 26,085 19,948 16,881
RATIOS
Gross profit margin (GOP), % 6 10 10 8 10
Net profit margim, % - 4 g b 7
Return on capital employed, % 6 10 16 15 29
Equity fassets ratio, % 27 36 38 36 29

* Starting in 1087, figures caloulated in accordance with International Accounting Standards:
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SAS CONSORTIUM*, MSEK

INCOME STATEMENTS 1990 1989 1988 19873 85/86
Traffic revenue 18,170 16,289 15,528 14,179 13,456
Other operating revenue 4,229 4,220 3,985 3,081 3,039
Operating revenue 22,399 20,609 19,611 17,760 16,495
Operating income before deprediation 1,406 2077 2,175 1,344 772
Depreciation, elc. 914 1,062 808 750 690
Gain on the sale of fixed assets, eic. 918 289 a65h 310 — 10
Unusual items - 768 == = -
Finaneial items, net - 479 156 25 190 125
Income before extraordinary items 163 1,460 2.ahb 1,129 1,197
Extraordinary items -801 = £ = =
Income before allocations and taxes - 638 1,460 2 3h5 1,125 1,197
STATEMENTS OF CHANGES IN FINANCIAL POSITION

Net financing from the vear’s operations 419 1,060 1,906 2,049 1,551
Investments in flight equipment -3,724 ~4.074 —1,622 —1,694 —2.961
Investments, ather - 967 —~1.650 -1,296 —1,100 - 772
Sale of lixed assets, etc. 3.026 400 673 1,008 265H
Financing deflicit /surplus -1,246 ST =334 263 =2,057
Capital infusion from parent companies - I 750 = 1,050 o
Net borrowings 6,094 2,406 1,798 101 1,749
Change in hquid funds 4,848 302 1,459 1.414 — 288
BALANCE SHEETS

Liquid funds 10,664 5,816 5,424 3,965 2,551
Current assets, other 6,734 7,842 4,124 3,273 3,528
Fixed assets 17,434 15,764 11,170 8,374 7,632
Current liabilities 10,010 8,998 6,839 4,641 4,796
Long-term debt 15,687 10,150 5,986 4,054 4,546
Equity and reserves 9,135 10,274 7.893 6,017 1.169
Total assets 34,832 29,4292 20,718 15,612 13,511
RATIOS

Gross profit margin (GOP), % 6 11 11 8 11
Net profit margin, % - & 7 5 7
Return on capital employed, % 7 11 16 12 21
Share of risk-bearing capital, % 26 35 38 39 31

PERSONNEL (average)

Consortium 20,820 20,290 20,830 20.890 19,770
Group 40,830 39,060 36,150 34,400 31,770

Uincluding resivicied account balances,

“ncluding minovity interests.

" Refers to 1a-month period, 1086787,

"Ihe SAS Consortium includes the Group Management, SAS Airlines, SAS Finunce, SAS Trading and joint Group projects.
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GROUP MANAGEMENT

Sven A Heiding, Anders Claesson, Kuit Ritter

Lars Bergoall, Tvar Samvén, Christer Sandakl, Givan Lundqguoist, Steffen Harpoth
Helge Lindberg, Jan Carlzon, Kjell Fredhivim
(Not present: Terje Sunde Johnsen. )
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Helge Lindberg
Depady President

SAS Airline

Kjell Fredheim
Executive Vice President
Chief Operating Officer
Per Stendebakken
View President
Strategic Meavkeling
Vicant

Business Control

Ieil Hikansson

Vice President
Purchasing

Karl Miiro

View President

Stuff Relations
Lennart Svantemark
Viee President
Foreign Affairs

Bengt Soderholn
Director

Quality Audit
Mauritz Ljungman
Diyector

f}t__p'r«mm!fmi

Business Units
Peter Hejland

Viee President

SAS Adrtine Denwmark
Jan Reinas

Vice President

SAS Airling Novioay
Peter Forssman

Vice President

SAS Adrline Sweden

Vagn Sgrensen
Viee President

SAS Aivline Internia-
finmal

Per-Johan Orrby
Viee President

SAS Cargo

Production Units

Bjorn Boldt-Cliristinas
Viee President
Marketing Automation
Ihuision

Krister Kalin

Vice President
Vechnical Division
Jan Sundling

Viee President
Operations Divisions
Bjorn Gron

Divector

Maowement Control
Center

SAS GROUP ORGANIZATION

Anders Claesson
Serior Vice President
Chief Financial Officer

SAS International
Hotels

Kurt Ritter
Presicdent

Tom Johansen

Vice President
Adeninistration

Knut Kleiven
Operational Confroller
Knut Regho
Campany Secrefay
Roland Gaelens

Viee President

Food & Beverages
Operations

Paul ‘I'mbolet

Vice President

Sales & Murketing
Christian Petzoled
Viee Presudent
Technical Developiment

Finn Schuliz

Director

Meenagement Informa-
fian Systems

Babram Sadr-TTashemi
Sendor Vice President
Operations

Vice President Area
Denanark, Awstric and
e Netherlands

Per Kjellstrom

Vice President

Avea Sweden wpd
Fanland

B Gullaksen

Viee Prestdent

Avea Norway, Belgium
el (r'('iw.rz.fﬂ._\'

Arild Hovland

Vice President

Area Fay Bast

SAS Group

Jan Carlzon
President and Chief
Iixecutive Officer

Group Management
Stelten Harpoth

Senior Vice President
Croufr Conlroller

Terje Sunde johrisen
Senior Viee President
Business and Strategic
Development

SAS Service SAS Trading
Partner Goran Lundgvist
Ivar Samreén President

Iy fedp

Fresiden Sten Raniel
Bengt Nordenstedt Diyector

Senidor Vice Piesident Finnes

ii‘ﬂﬂmm:s ‘ll:m Olle Bjork
Restanranis Ditsarion

Per Braagaard
Virce Presiden!
Finance

Data & Information
Svstens

Jan-Eric Carlsson
Directoy

Pevsonnel Development

\‘ingn Haagensen
Vieo President

by o = < .
Persorinel Sven-Gunnar Hjorth

Managing Director
SAS Media Parine

Lennart Gustafsson
Viee President
{ :'m'pm ate St retegy
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Lars Bergvall

Sentor Viee President
Business and Strategic
Developmnent

SAS Leisure
Christer Sandahl
President

Ingvar Stahl
Divector, Finarnce and
Business Condrol
Lennart Pellvik
Divector, Connnerciel
Reidar Svedahl
Dhiveclor

Bitseness Develofpment
Per Hultman
Fhivectar

Research and Strategic

Develapment

Olle Tonnervik
Divector

Ving Sweden
P-0 Nyhagen
Dirvector

Ving Noriway

Ihomas Rosengvist
Munaging Diveclar
{acting)

Seanqair

Claces Bernhard
Managing Divecio
Supiing Growp

Sven A Heiding
Seniuy View President
Commereial Development

SAS Financial
Services

Anders Clacsson
Chief Financial Officer

Lars Thuesen

Vace President

Chief Operating Officer,
SAS Finance

Lars Kleivan

President Diners Clul
Nowdic A/S
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BOARD OF DIRECTORS

TAGE ANDERSEN

Born 1927, Chairman of SAS's Board 1990. Danish Chairman of
SAS’s Board since 1990 and Chairman of DDI1s Board, as repre-
sentative of the private Danish owners. Former Chairman of man-
agement at Den Danske Bank. Member ol the Boards of several
Dianish companies.

Personal Depaty: Pool Hielt.

CURT NICOLIN

Born 1921. Hon. Dr. Eng. First Vice Chairman of SAS’s Board
1990, Swedish Chairman of SAS's Board since 197% and Chair-
man of ABA’s executive committee, as representative of the pri-
vate Swedish owners. Chairman of the Boards of ASEA, ESAB,
FLikt, Incentive and SILA. Co-chairman of the Board of ABB Asea
Brown Boveri. Member ol the Boards of numerous companies
and organizations.

Personal Deputy: Peter Wallenberg,

Tor MOURSUND

Born 1927, Supreme Court Attorney. Second Vice Chairman of

SAS’s Board 1990, Norwegian Chairman ol SAS's Board since

May 1983, Chairman of the Board of DNL, as representative of

the Norwegian Government. Chairman of the Boards of Christi-
ania Bank og Kreditkasse and Synergos AS. Member of the
Boards of numerous Norwegian companies.

Personal Deputy: Ragnar Chrisitiansen.

Brors Eipem

Born 1942, Supreme Court Attorney. Member of SAS’s Board
since 1983 and Vice Chairman of DNL's Board, as representative
of the private Norwegian owners, Senior Vice President of Fred.
Olsen & Co. Chairman of the Boards of Norges Tandels- og

Sjalartstidende and Wideroe's Airlines. Member of the Boards of

Ganger Roll, Bonheur, and Harland & Wolff.
Personal Deputy: Mads lenvy Andenaes.
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LARS P GAMMELGAARD

Born 1945, B. Pol. Se. Member of SAS’s Board since 1991 and
Vice Chairman of DDL’s Board, as representative ot the Danish
Government. Chairman ol the Danish Conservative Party and
meniber of Danish parliament (Folketinget) sinee 1979, Minister
ol Fishing 1986-59.

Peysonal Deputy: fimmy Stahr .

KRISTER WHCKMAN

Born 1924, LL.B. and Ph.I.. Member of SAS's Board since 1974
and Chairman of ABA’s Board, as representative of the Swedish
Govertiment. President of the National Swedish Pension In-
surance Fand 1981-90. Chairman of the Swedish Authors Fouda-
tion and member of the Boards of AGA, Pharos, Pleiad Real
Estate and VPC (the Swedish Securities Register Center).

Persanal Deputy: Bengt Denns.

Employee Representatives

InGvar LILLETUN

Norway, born 1938, Member of SAS’s Board since 1979, Em-
ployed in SAS Airline Norway.

Deputies: Randi Kile and Svein Vefall.

B JENsEN

Demmark, born 1943, Member of SAS’s board since 1990, Em-
ploved in SAS Airline Denmark.

Depuities: Hans Dall and Jens Tholstrup Hansen,

RaLr FRICK

Sweden, born 1931, Member of SAS™ Board since 1986, K-

ploved in 5AS’s Technical Division.
Depputies: Harvy Sillfors and Leif Kindert.
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SJan Carlzon, Bjorn Bidem, Krister Wickhman, Lars P. Gammelgaard,
Ralf Frick, 1b Jensen, Ingvar Lilletun,

Tor Moursund, Tage Andersen, Curt Nicolin

SHODINIAIMNIO 40 aAMNYNa



/48 )

SCANDINAVIAN AIRLINES SYSTEM
ANNUAL REPORT 1990

ASSEMBLY OF REPRESENTATIVES

Denmark Norway Sweden
NIELS FRANDSEN Nis ] AsTRUP Kart-Erik Prrssox
Vice Chairman First Vice Chairman Cheirman
IAGE ANDERSEN Mans HENRY ANDENAS BORJE ANDERSSON
Karl BREDAHL RAGNAR CHRISTIANSEN RoLr CLARKSON
LARS P GAMMELGAARD BJarN EIDEM BEnGT DENNIS
Jorces L Harex TorsTEIN LjOSTAD GUNNEL FARM
SVEND AAGE HEISKLBERG Tor MoURsuND B AXSON JOHNSON
Povi Hjerr GisLava Myrser CURT NICOLIN
SVEND JAKOBSEN JoraN Fro OpEjr BIRGER ROSQVIST
AXEL AF ROSENBORG FrED. O1SEN Bo RypiN
Jivary StaHr OLr ROMER SANDBERG JAN-OLOF SELEN
BJORN SVEDBERE,
mployee Representatives Depruties Jan WarbanneRr
Hans Dian Gro Baras PETER WALLENBERG
15 JENSEN Hercs Grimark KRISTER WICKMAN
JENS THOLSTRUP LTANSEN BorGER AL LENTH
JANNIK LINDBAK Deputies
Deputy Prner Boxbpr
Hans P TaxnDerur Employee Reprosentatives ULEDAHLSFEN
Ranpt KILE INGEMAR ELIASSON
INGVAR LILLETUN GUNNAR ERICSSON
SVEIN VEFALL CGOSTA GUNNARSSON
CARL-OLOV MUNKBERG
Depiities
Onn A GILBOE Fmployee Representatives
GUNNsTEIN MoeN RALF FRICK
KjELL PAULSEN Leik KINDERT

HARRY ST1LFORS

Depaity
FHaNs LEVIN

AUDITORS

Denmark Norway Sweden

ARNE BRENDSTRUP BerNHARD LYNGSTAD Rotann NiLssoN
Authorvized Public Accountant Authorized Public Accountani Authorized Public Accountant
SCHOBEL & MARHOLT FORLUM TOUCHLE ROSS BOHLINS REVISIONSBYRA Al
member firm member firm member lirm

DRT International DRT International KPMG

OLE KOEFOED Jacon BercGrr SOREN WIKSTROM
Authiorized Public Accountant Authorized Public Accountant Authorized Public Accountant
CENTRALANSTALTEN FOR REVISION FORUM TOUCHE ROSS TRG REVISION AR

member firm member firm member firm

KPMCG DRT International DRT luternational
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Head Office

SAS

S-161 87 Stockholm

Sweden

Visitors' address:
Frosundaviks allée 1, Solna
Telephone: +46-8-797 00 00

Denmark:

SAS

P.O Box 150

DR-2770 Kastrup

Denmark

Visitors” address:
Hedegardsve] 88

Telephone: +45-32-82 00 00

Norway:

SAS

N-1330 Oslo Luflthavn
Narway

Visttors' address:
Fornebuveien 40
Telephone: +47-2-59 60 50

Sweden:

SAS

S-161 87 Stockholm

Sweden

Visitors” address:
Frosundaviks allé 1, Solna
l'elephone: +46-8-797 00 00

SAS’s Scandinavian telex
nuwmber is
22263 SASNT DK

ADDRESSES

Subsidiaries

SAS International Hotels A/S
Boulevard du Régent 45
B-1000 Brussels

Belgium

Telephone: +32-2-514 50 55

SAS International Hotels A/S
Flveveien 258

N-1324 Lysaker

Norway

Telephone: +47-2-53 18 00

SAS Service Partner A/S
Kristen Bernikows Gade 1
DE-1105 Copenhagen K
Denmark

Telephone: +45-33-93 19 86

SAS Leisure AB

Sveavigen 25

5-105 20 Stockholm

Sweden

Telephone: +46-8-796 68 00

Diners Club Nordic A/S
Langkaia 1

N-0150 Oslo 1

Norway

Telephone: +47-2-33 43 60

SAS Mediapartner AB
Gavlegatan 18

S-113 30 Stockholm

Sweden

Telephone: +46-8-729 75 00

Scandinavian Multi

Access Systems AB

Box 1419

S5-171 27 Solna

Sweden

Telephone: +46-8-735 05 00

Scandinavian Aero Engine
Services AB

Bex 218

5-161 26 Bronuna

Sweden

Telephone: +46-8-799 21 00

Copenhagen Duty Free
Distribution A/S
Oljefabriksve) 61

DK-2770 Kastrup

Denmark

Telephone: +45-31-50 44 33

Ostermann Petersen Bros. Ltd.
Jydekrogen 40

DK-2625 Vallenshaxk
Denmark
I'elephone: +45-43-63 05 33
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Affiliated Companies

Saison Holdings B.V.

Suite 100 E, Professor Tulpplein 1

1018 GX Amsterdam
The Netherlands
Telephone: +31-20-24 71 54

Airlines of Britain

Holdings PLC

Donington Hall

Clastle Donington

Derby DE7 25B

Great Britain

Telephone: +44-332-81 07 41

Aviation Holdings PLC

65 Kingsway

London WCZ2B 60T

Great Britain

Telephone: +44-71-831 17 71

Spanair S.A.

Palma de Mallorca Airport
P.O. Box 50086

Pahma 07000

Spain

Telephone: +34-71-44 20 12

Polygon Insurance
Company Ltd.

P.O. Box 84

50 Peter Port, Guernsey
Channel Tslands

Telephone: +44-481-72 81 36

Amadeus

Paseo de la Castellana 95,
Planta 11

280 46 Madrid

Spain

Telephone: +34-1-582 01 00

Travel Management Group
Sweden AB

Grevgatan 34

S-114 5% Stockholm

Sweden

Telephone: +46-8-666 18 80

Copenhagen Airport Shopping

Center K/S (KLF)
Kontorbygning Nordvest
Kgbenhavns Lufithavn
DK-2770 Kastrup

Denmark

Telephone: +45-31-50 30 GO

Grenlandsfly A/S

P.O. Box 1012

DK-3900 Godthab
Greenland

Telephone: +299-244 88
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Financial information:
Annual Report—aApril
Interim Report—September
These can be ordered [ronm:
SAS, S-161 87 Stockholm, Sweden.

Production:

Wildeco Ekonomisk Information and
SAS Group Accouniing.
Graphic design: Dan Irederiksen.
Photography: Johan Olsson,
Printing: Sormlands Grafiska 1891,

60






/g8 i)
SCANDINAVIAN AIRLINES SYSTEM
ANNUAL REPORT 1990

b ’.;:5?

A
g




