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1991 HIGHLIGHTS

Sharp Decline in Traffic Volume

Luropean passenger traffic decreased for the first time in history in 1991
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The decline in Europe totaled 6 percent.

Improved Results

SAS’s income alter depreciation and net financial items, including restrue-
turing costs in SAS Airline, amounted to 497 MSEK (391). This improve-
ment was attributable in its entirety to the second hall of the year.

Sale of Stake in Saison Holdings

In March 1992, a letter of intent was signed regarding the sale of SAS's
40-percent shareholding in Saison Holdings, which owns Inter-Continental
Hotels. This transaction will provide SAS with three hotels in London,
Dusseldort and Cologne.

Substantial Extraordinary Expenses

Following the write-down of the linancial engagement in Saison Holdings and
Continental Airlines Holdings, income after extraordinary items amounted
to 1,228 MSEK (-763).
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delicit years and major in-
vestments,
Positive Forecast

Favorable earnings are ex-
pected in 1992,

SAS GROUP - INCOME AND KEY RATIOS

MSER 1991 1990
Operating revenue 32,286 31,883
Operating income before depreciation 2,717 2,011
Operating income after depreciation 1,379 649
Income after depreciation and net financial items 497 301
Share of income in affiliated companies -819 —~156
Income before extraordinary items -9 38
Income before taxes -1,223 —763
Investments 5,197 5,651
Return on capital employed, % 7 6
Equity/assets ratio, % 25 27
Average number of emplovees 38,940 40,830
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THE CHIEF EXECUTIVE ON 1991

I last vear’s Annual Report [ commented that 1990 had been
the warst year for the airline industry since World War 11
The negative trend was accentuated in early 1991 The Gull
War and its aflermath combined with a profound recession in
most of the Western world to precipitate a signilicant drop in
airline travel volume, alfecting other travel related industries
as well, such as hotels. The development in Sweden, ow fargest
home market, causes particular concern. Value-added tax and
environmental charges had brought about higher fares and
lower domestic traffic volume as early as 1990, In 1991 econo-
mic activity continued at a low level, causing international travel
to decline considerably. Our estimate ol international tralfic
to and from Sweden in 1992 indicates a volume similar to
1989, We have, in other words, lost three years” srowth. Fur-
ithermore, we anticipate Swecdish domestic traffic to decrease
by 20 percent helow 1989 levels. We have, in fact, lewer Swed-
ish passengers in early 1992 than during the 1991 Gull War.
In spite ol difficult external conditions most SAS business
units managed to improve ther results over the previous year.
The [irst six months contnued weak, Then came a clear trend

reversal, and during the second half our cost reduction efforts

can he seen to have hecome effective. The result [or the sec-
ond hall of 1991 was a considerable improvement hoth over
the first six months and over the second hallf o 1990, For the
vear as a whole, Group income alter depreciation and net
financial items amounted o 497 MSEK, compared to 391
MSEK in 1990,

Our linancial position remains satisfactory in comparison to

AS s accumulated

the majority of owr European competitons.
profits belore taxes and payments Lo parent companies for the
19821989 period amounted to 12,184 MSEK. During the
same period, we in reased our capital from 1,801 MSEK to
m 12,177 MSEK. The 1990 loss of 763 MSEK and this year's
loss of 1,223 MSEK hurt but do not basically aifect ow
financial stability. Ohu liquidity is also good with 9,371
MSEK in cash and short-term investments and another
2500 MSEK in credit commitments on advantageous

1erms.

Action Program Produces Results

In January 1991 we introduced an action program in SAS

S1S00 a3idnda3

Alrline designed to reduce costs by three billion SEK be-



fore the end ol 1992, The program is on cowrse. The airline
managed to adjust the trallic program to the lower demand very
quickly. This is the principal reason for the result being consid-
erably better than we had reason to helieve as late as last fall.

Other business units have also successfully adjusied their
supply and capacity to the changes in the market, SAS Lelsure
trned asizeable loss [or the first six months into a consider-
able profit for the vear as a whole. SAS Trading and SAS
Service Partner have also achieved satislactory results in spite
of slackening demand.

We have primarily rationalized activities within administra-
tive functions. Salaries and terms of employvment have been
rencgotiated, and we have started to introduce new and more
efficient working practices. In spite of considerable staff re-

ductions service levels have not heen lowered. None of this

would have heen possible without the excellent cooperation of

union representatives and the great lovalty of our staff,

We have withdrawn [rom ownership of the European reser-
vations system Amadeus, but will remain a customer. The
planned, gradual adjustment of our traffic program to the
market will lead 1o lower resource requirements. The efficien-
cy drive has brought about a signilicant increase in the utiliza-
lion of both short-haul and long-haul aireraft. We have also
concluded a preliminary agreement with the Saison Group to
enable SAS to terminate its engagement in lnter-Continental
Hatels. As compensation [or our shares in Saison Holdings,
SAS will acquire three profitable and favorably-located Fu-
ropean hotels which complement our strategy. The transac-
tions further improve SAS’s halance sheet.

The action program must continue in preparation for freer
competition in Europe. Our objective is an eight percent etfi-
ciency increase per year until 1995, This will give us a 40

bercent increase for the 1991-1995 period. Management
I 1 g

aims to restore SAS’s long-term competitive performance by

means of these aggressive measures.

Focus on the Traffic System
Our strategy remains unchanged. SAS is to be the best

alternative [or business travel. To that end SAS will mar-

air travel and related services. This involves continued

automation and simplification of travel procedures.
That's why we concentrate our human and financial

resources on our core business., Our principal activity is

the airline business and the wrallic system is its founda-
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tion. Together with our partners we are to-create, expand
and maintain an efficient, accessible and competitive tralfic
systemn within, to and [rom Europe.

We will continue our cooperation with Swissair and Austri-
an Airlines within the Iramework ol the European Quality
Alliance. Our part ownership of Britsh Midland, the second
largest aivline in the UK., will assume greater signilicance. We
have a secure foothold at Heathrow, which means hetter cus-
tomer service, In combination with British Midland, SAS is
present on seven of the ten most heavily traveled international
routes in Furope, with licenses to operate two more. When
[ree competition arrives we're already in position.

We are also continuing to invest efforts in building up traffic
in the old Hanseatic League area. Copenhagen will serve as the
hubs for feeder services from principal cities around the Baltic
Sea. A number ol new destinations in other parts of Fastern
Europe have also been added during 1990 and 1991,

North Atlantic wralfic to Newark and onwarel via Continen-
tal’s traffic system is developing better than expected in spite
ol the recession. Our partmerships with Thai International and
All Nippon Airways are also a profitable market success, We

will, on the other hand, still abstain from operating our own

service 1o South America, for we do not have a sufliciently
Large market (o serve it with the kind of frequency thai would
interest a business traveler. Qur partnership with Swissair en-
ables us to oller our customers a good alternative,

On the Swedish domestic market an integraiion of SAS’s

and Linjeflyg’s route networks has emerged as the logical con-
sequence of the way the traffic system develops and the com-
petitive situation changes. [t is important to haye a strong

position on our Scandinavian home markets when facing a

ket a cost elflicient and time saving product in the form of
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deregulated Europe. [ntegration of our resowrces will lead to
lower costs, meaning a return to profitability and favorable
fares for our customers,

Focusing on our core business means that we arve carelully
evaluating other business units to determine the extent to
which ownership of assets is required (o properly serve our
customers. Hotel properties are one example. We will contin-
ue Lo operate and cooperate with hotels at important destina-
tions in the Nordic countries and the rest ol Europe. This we
need to do in order 1o provide complete travel service, but we

do not need to own the real estate in order to control the

contents, quality and price of the product. The divestiture of

hotel properties and of ownership in, [or instance, the
Amaceus reservations system are important steps in shrinking

the balance sheet.

Looking into the 1990s

In the 1960s and "70s airlines were production oriented
with a strong focus on costs. During the 1980s frontiers
started to disappear and airlines could market their procl-
ucts away from their traditional and protected home mar-

kets. SAS was a pioneer in conducting its business activi-
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ties as a market oriented airline. This ortentation, com-
bined with increasing demand, caused us 1o be insufliciently
vigilant in monitoring cost iNereases.

In the 19905 developments will be global. Airlines will be
able to operate whichever routes they choose within and be-
tween countries. This will foster competition. Moreover, the
markel is stagnating. We have, however, leamed the lesson
from previous recessions, and will not revert to the tixation on
production and costs. Rather, we will focus on developing
services For the individual customer. The winner will be the
one who efficiently satisfies the customer’s individual nee Is at
the lowest possible cost. Our future competitive advantage will
depend on not carrying a single krona of costs that do not
benelit the customer.

European developments in 1990 and 1991 demonstrated
that the airline business is an unstable industry.

Many European airlines must now embark on a restructur-

ing program similar to the one undertaken by SAS. The

Furopean Cormmission and member governments must agree
on the frames of reference for [ree competition so that air-
lines may compete on equal tevms, Legal obstacles stll prevent
mergers and joint ventures which are necessivy (o achieve
economies of scale in production and distribution. Unless such
obstacles are removed, European airlines will never be able 1o
compete with the American and Asian mega-carriers whose
cost levels are much lower. Government subsidies also distort
the terms on which we compete. A number of govermments
have approved significant financial support to national carri-
ers in order to help them out of the cash flow crisis caused by
the events o 1990 and 91. Competition will not be on cqual
terms as long as governments are [ree to support national
carviers directly ovindirectly,

Much can be learned from what has happened in the United
States. Alter 12 years of dercgulation only four or five major
carriers remain, and of these only three are reasonably prof[it-
able. There are virtually no regional carriers left. Furope, a
much smaller continent, has 22 nadonal aivlines. In future
there will probably not be room for more than five blocs of
merged or associated airlines. Whether SAS will be in that
picture depends largely on owselves and owr own ability to
position ourselves forcefully inthe new Europe. Lt will depend
on how far we can develop personalized cusiomer service, It
will depend on how well we succeed in improving cost efficien-
cy in production and distribution, alone and in cooperation
with our partners.

L want to comment also on an event which oceurred just as
the year was drawing to a close. An SAS MD-80 developed
engine trouble just alter take-off from Arlanda. Thanks to the
exceptional skill and presence of mind of Captain Stefan Ras-
mussen and his crew a catastrophe was averted and loss ol life
prevented. We deeply regrel the traumatic experience under-
gone by passengers, crew and their families. [ wish to express
my personal thanks to all those who contributed to the erash
landing at Gotirora going clown in history as a positive event. It
shows that our passengers may [eel secure when our safety
systems are put to the test. I am happy and proud o work for
an airline whose salety record is among the best in the world

and where the entire organization puts safety first.



A Better 1992

After two lean years we are beginning to see the light at the end
of the tunnel. Recovery began during the second half of 1991
even though the marketr remained weak, The negative resuli
trend was broken prinarily thanks to our own efforts, It has
been tough, and it will continue that way. We have accepled
large non-recurring costs in order to restruciure our activities,
We have rationalized and undertaken considerable staff rve-
ductions. We have re-examined our commitments to those
activities where ownership is not vital to the competitive
strength of the tralfic system. We have increased capacity uti-
lization and slowed down our investment program in order to
diminish capital requirements. The order of the day is contin-
ned aggressive adjustment to an environment of freer compe-
tition. Even though we do not expect to have the benelit of a
stronger market in 1992, it is my judgment that SAS will

achieve a favorable result for the vear as a whole.
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Jan Carlzon

President and Chiel Executive Oflicer
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GROUP OVERVIEW

The erisis or civil aviation continued in 1991, This was the

result of the war in the Middle East and the recession in many

countries. These developments had a negative impact on de-

mand for most of SAS’s products and services, particularly air
transport and hotel accommaodation. In this tough market,
SAS achieved an improvement in operating income, due to a
recovery in the second hall after a difficult first six wonths.

All business units in the SAS Group were allected by the
action program designed to adjust operations to the declining
market. At the same time, a long-term compeltitive cost struc-
ture was created ahead of deregulation of civil aviation.

SAS noted a negative trend in traflic volume for the first
time since 1980, The decline was greatest early in the year.
Despite some recovery alter the summenr, the traffic volume
for the full vear was 6 percent lower than in 1990,

The SAS Group's total costs were reduced in 19891, Operat-
ing expenses incinde non-recurring costs for early retivement,
severance pay, ete. at SAS Adrline, amounting to 722 MSEK.

In March 1992, aletier of intent was signed with the majori-
ty sharcholder. the Saison Group, regarding the sale of SAS's
10-percent sharcholding in Saison Holdings B.V., which owns
Inter-Continental Hotels. Under the terms of this agreement,
SAS will take over three hotels: the Poroman in London, the
Disseldorf Inter-Continental and the Cologne Inter-Conti-
nental. The fimancial and accounting effects of the planned
transaction, have resulted in a reservation totaling 1168
MSEK being made in the 1991 year-end accounts, reported as
an extraordinary expense. This transaction is expected to be

completed during the first hall of 1992, In addition, the value

ol SAS’s sharcholding in the American company Continental

Airlines Holdings has been adjusted by 70 MSEK, whereby it is
written down in [ull.

The SAS Group’s operating revenue rose by 1 percent 1o
32,286 MSEK., Operating income increased by 35 percent o
9 717 MSEK. The reasons [or this include the positive elfects

of the action programs and lower Tuel costs compared with

1940, Depreciation and costs of leased in aireralt capacity
decreased from 1,362 MSEK in 1990 to 1,538 MSEK. Net
[inancial items decreased 1o —882 MSEK (-268). This was due
to a higher net debt, falling interest rates in Scandinavia and
negative currency exchange differences, compared with 1990

The SAS Group’s income after depreciation and financial
items amounted to 497 MSEK (391), Alter gains on the sale ol
flight equipment, and shares in subsidiaries and affiliaced com-
panics, totaling 313 MSEK (701), share of income in sub-
sidiiaries of =819 MSEK (=156) and unusual items of — MSEK
(=898), 1991 income belore extraordinary items amounted o
—~G MSEK (38). Extraordinary items of =1,214 MSEK (-801)
were reporied, and income after extraordinary items then
amounted 1o —1,2923 MSEK (-763).

The SAS Group’s 1991 investments totaled 5,197 MSEK
(5,651).

The return on capital emploved is reporied ar 7 percent (61,

The equity /assets ratio fell 1o 25 percent (27) and the debt/eq-

uity ratio rose to 1.2
Net fnancing from the year's operations, including changes
! : g year's opers . g changes
in operating capital, amounted to 1,362 MSERK. The financing

delicit was 2,244 MSEK.

SAS GROUP
TREND OF INCOME SAS GROUP SAS GROUP
{INCOME BEFORE EXTRAORDINARY TEMS) INVESTMENTS FINANCIAL POSITION
MSEK % MSEK
4000 20

3000

2000

a7 88 88 90 £ . 87 88

mm Gross profit margin (GOP) = Cther

I Aircraft and spare parts.
m==m internal net financing

90 g1 87
[ Liabilities
E Equity
mmm Equity/assets ratio



KEY RATIOS PER BUSINESS UNIT

SAS SAS S5AS SAS S5AS Diners

Airline International Hotels Service Partner Trading Leisure Club Nordie
MSEK 91 a0 91 90 91 ap 91 00 91 a0 91 an
Operating revenue 21,735  21.6G26 1.604 1,489 4,614 4,539 1.684 1.669 4,143 4,166 401 218
Income alter depreciation
and net linancial irems 405 21y -384 i1 154 1490 90 Vs 89 2 30 24
Tncome alter
extraordinary irems 944 —286 -2,129 —-231 152 196 56 22 61 7 30 30
Gross profitimargin (GOP), % 10 7 21 20 6 & 7 11 5 2 - -
Net profit margin, % 2 — - = 3 1 6 8 2 - - -
Return on capital employed, % 8 5] - 2 19 20 = = 10 8 - -
[ovestments 4,544 4,306 89 281 388 255 59 66 291 247 43 15
Average number ol employees:
- Men 12,850 13,680 1,260 1410 6,230 G450 230 230 1,620 LR 104 48
- Women 8,190 8,500 1,520 1,670 4,420 1,570 460 410 1,770 1,910 180 162

The Group’s liquid [unds amounted to 9,371 MSEK
(11,388) at vear-end.

The average number o employees was 58,940, a reduction
of approximately 5 percent,

SAS Airline’s operating revenue totaled 21,735 MSEK
(21,626). Operating income before depreciation and leasing
costs amounted to 2,075 MSEK (1,581 and included 722
MSEK (=) in costs for the current restructuring program. The
gross profit margin rose to 10 percent (7). Net linancial iteins
were reported at =793 MSEK (373).

Gains on the sale of fixed assets amounted 1o 523 MSEK
(486). Income belore allocaiions and taxes amountec 1o 944
MSEK (~2806). The 1990 loss included extraordinary expenses
totaling 786 MSEK.

Investments totaled 4,344 MSEK (4,396). of which flight
equipment accounted for 4,067 MSEK (3,721).

SAS International Hotels” revenues amounted to 1,604
MSER (1,189). The corresponding figure including hotels ap-
erated through management contracts was 2,010 MSEK
(2,005).

Income before depreciation amounted o 64 MSEK (81).
After net financial items totaling =352 MSEK (—81), including
substantial currency exchange gains realized in 1990, income
amounted 1o =384 MSEK (=91). Income from the sale of [ixed
assels amounted to =92 MSEK (12), The share ol income in

alliliated companies was —~484 MSEK (—-152). Income helore

extraordinary items therefore decreased from =231 MSEK in
199010 =961 MSEK. Afiter the write-down of the sharcholding
in Saison Holdings B.V.. income after extraordinary items
amounted to -2,129 MSEK (=251).

SAS Service Partner’s revenues decreased by nearly % per-
cent to 4,614 MSEK. Income after depreciation and net finan-
cial items was 151 MSEK (190). Demand [or mosi products
anel services declined as a result of the war in the Middle East.
In Furope, SAS Service Partner’s largest market, this negative
trend was accentuated by the recession in most countries.

SAS Trading’s revenues were unchanged from 1990 ai
1,684 MSEK. Income alter financial items reached 90 MSEK
(122). This deerease was due to a weak sales trend in the first
quarter. Income after extraordinary items amounted 1o 56
MSEK, including costs incurred from the sale of the mail-
order company Ostermann Petersen A S,

SAS Leisure reported targely unchanged revenues ot 4,143
MSEK. Income after financial iiems amounted 1o 89 MSEK
(2). This improvement was due o rapid implementation of an
action program which counteracted the clfects of a decline in
the total market in Sweden by 10 percent, and in Norway by 23
pereent.

Diners Club Nerdic’s revenues rose by 26 percent to 401
MSEK, due to the increased number of cardholders and more
usage per card. Income alter financial items amounted to 30

MSEK (24).
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THE TRAFFIC SYSTEM

[niernational air transport is in the midst of its most serious
crisis since the Second World War. Following alimost a decade
ol favorable growth in the 1980s, the market changed dramat-
ically in 1990. A number of negative [actors affected the mar-
ket simultancously. These included the troubled situation in
the Middle Fast and the subsequent wild fluctuations in the
price of aireralt fuel, weak growth in the Western econoniices,
and fiercer competition due to continued liberalization of in-
ternational commercial aviation. The negative trend intensi-
fied in 1991 with the war in the Gulf and its altermath which,
combined with a deepened economic recession, resulted in
further loss of volume for air transport and other travel-relat-
ed business.

This development shows how sensitive air transport is (o
external factors, The widespread capacity expansion during
the 1980s has made companies extremely vulnerable to loss ol
volume, At the same time, the downturn in the market accen-
tuates the need to restructure the entive industey to prepare

for tuture deregulation.

The Core Business

Current market trends, the structural problems facing
the industiry and the major changes in the operating cli-
mate during the 1990s, have led SAS 1o a partial reassess-
ment and articulation of its core business. The travel ser-
vice stands for freedom of choice for the customer. This
means that SAS provides a mumber services which make

travel easier. More than 90 percent of the value to the

NOILYAITOSNOD

customer. however, is in the air transport segment itsell
and services directly related to it It is therefore natural
for SAS (o concentrate its resources on developing air trans-
port services based on the traffic system.

The core of SAS’s traffic system is a dense feeder network
from all key regions in Scandinavia, primarily to Copenhagen,
based around a high-lrequency service in the triangle between
the three capitals Copenhagen, Oslo and Stockholm,

European tralfic is based on providing flights from the
Scandinavian capitals to as many destinations as possible with

nonstop service. This requires a fleet which primarily consists

&
ol smaller aiveraft seating between 110 and 135 passengers. i

Once volume is sufficient, nonstops are introduced from other
major cities such as Aarhus, Bergen and Gothenburg. Despite
its size, the Scandinavian market is relatively sparsely populat-
ed and this limits the spread of the traffic system. When vol-
ume is insufficient to justify nonstop routes [rom other points,
Copenhagen serves as the hub for European flights.

On the intercontinental network, the strategy is to fly daily
nonstops between Copenhagen and a number of important
hubs on other continents. When Copenhagen nonstops reach
daily operation, nonstops are added [rom Oslo and Stockholm
Lo the same intercontinental hubs.

At the start of the 1980s, SAS provided nonstop service to
24 Furopean destinations outside Scandinavia from Copen-
hagen. two from Oslo and seven [rom Stockholm, In 1991,
there were 36 from Copenhagen, nine [rom Oslo and 17 from

Stockholm.
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European Alliances . ..

SAS has heen the leader in forming alliances with other
airlines to strengthen the competitive edge of the traffic
system and offer the European business traveler, in par-
ticular, a high-quality and elfective travel product.

In Europe, SAS cooperates with Swissair and Austrian
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Airlines within the framework of the Furopean Quality
Alliance. From the Scandinavian capitals, SAS’s passengers
can reach key destinations in Africa, the Middle East and In-
diay/Pakistan with only one stop via the Zurich, Geneva and
Vienna hubs. Cooperation within the EQA also extends o
joint production, sales and airport handling, resulting in m-

creased efficiency and lower costs.

SAS owns nearly 25 percent of the shares in Airlines ol

Britain Holdings, whose largest subsidiary is British Midland.
Together with British Midland, SAS has made Heathrow an
important hub in the wraffic system. The two airlines serve
seven of the ten routes with the highest passenger volumes in
Furope and hold the concessionary rights on a turther two.
Routes include London—Paris, London—-Amsterdam and
London-Dublin. SAS is thus well-positioned to face freer
competition in Europe.

goressive strate

Atan early stage, SAS adopted a highly a gy in
developing services to Eastern Europe and the Baltic States.
There are now flights to all the Eastern European capitals

except Bucharest and Sofia. SAS was the first airline to start

10

service to Tallinn in 1989, to Riga in 1990, and to Vilnius in
January 1992, It is also planned to link other points in the
former Hanseatic region with the taffic system using a net-

work of leeder services to and from Copenhager.

. . - And Intercontinentally

SAS cooperates with Continental Airlines on North At-
lantic routes. The reason is that, of the major US. carri-
ers, only Continental has a hub in New York. Sixty per-

cent of travelers [rom Scandinavia are bound for New

SH3INLYVYd

York and 40 percent continue to central USA. Following
the move of most of SAS’s operations [rom Kennedy to
Newark in 1989, ransfer traffic has risen by 84.1 percent,
despite the recession. This increase primarily consists of pas-
sengers who previously used other hubs. Cooperation with
Continental has proved a commercial success in serving pas-
sengers [lying between Scandinavia and numerous points in
the 1.S.

In South America, SAS has a 37-percent stake in the Chilean
airline LanChile. The aim was to connect SAS™s own traflic to
Buenos Aires and Sdo Paulo with LanChile’s traffic system
throughout the South American continent. Demand for air
transport between Scandinavia and South America fell sharply
in 1991. SAS therefore decided to expand its cooperation with
Swissair on these routes, The ownership stake in LanChile thus

no longer has the same commercial relevance.
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@ SAS destinations
@ International hub

Airline alliances:
All Nmpnn Alrw.ay% (ANA) flies from LanChile flvec from Santiago de Chile
Tokyo to 36 cities in Japan, the Fa \ w'mfr Central and

East and f’\\_J.-J\_n-:Il-;n

B8+t bmioraloi 028 M bsoing il

Auatndu mrimos ﬂl(:'»‘. f’mm Vlenna to sair flies from Zurich and Geneva

b ol 1 E the Middle East, ' cities in ope, Africa, the
Africa, Asia and North *uuw,; . Asia, Canac /Nn th
Amer South Amer

British Midland flies to 17 destinations
within the Britist Isles and the Thai lme“nmmnal fllcs frum Banghkok
rest of Europe to 3: : and
Continental Airlines flies from New
York/Newark to 124 cities in North,
Central and South Amer

As part of the cost reduction program, service to Toronto SAS’s partner in Japan is All Nip-

ceased in October 1991, Instead, there are daily connections  pon Airways, one of the world’s
between Toronto and Scandinavia via New York. In addition, biggest airlines which has a high vol-
SAS and Austrian Airlines have agreed on a joint service be=  ume of domestic traflic and is well-
tween Copenhagen and Chicago to start in spring 1992, represented in the Pacilic Basin, The

In Southeast Asia, SAS’s many years of cooperation with  alliance has increased service 1o daily

Thai International have resulted in two daily nonstop flights  operation between Scandinavia and Tokyo. All flights have
between Scandinavia and Bangkok with connections to Hong  been routed nonstop over Siberia since May 1991, reducing
Kong, Malaysia and Indonesia. Service to Australia and New  travel time by five hours in each direction. This has resulted in
Zealand is provided in cooperation with the national carriers  higher revenues and cost efficiencies,

Qantas and Air New Zealand. SAS plans to inerease services to Beijing to three [lights a

11
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week from Copenhagen, starting in April 1992 In addition,
SAS will probably open a route between Scandinavia and
Hong Kong [rom the summer of 1992,

Together with its alliance partners, SAS has created a wraffic
system which covers 275 destinations from Copenhagen, 161
from Oslo and 244 from Stockholm, with a maximum of one
stop. These include 84 destinations SAS serves on its own.

The traffic program is tailored 1o the needs of the busimess
traveler. This means that it is possible to fly out in the morning
and retwrn home in the evening on most European routes.
Cooperation has resulted in timetahles being adapted to mini-
mize travel time and passengers being able to use the pariners’
airport lounges and other facilities. Additionally, the customer
can check in for the entive trip and the partners take joint
responsibility in the event of delavs, elc.

11 addition to the traffic program and the timetables, high
priovity is attached to punctuality. Throughout the 1980s SAS
had the hest on-time record of all arlines. SAS aims Lo improve

its on-time performance stll further in the 19905,

Strengthening the Competitive Edge

In addition 1o air transport, SAS conducts business activities
which strengihen the competitive edge of the traffic system. Lt
is the customer who dictates the terms under which SAS oper-

ates and whose individual needs must be met. SAS will contin-

ue its association with hotels which provide a wide range of

services to the business traveler. On the other hand, hotel
ownership in itsell is not a condition for being able to influ-

ence and control the content, quality and price ol its services,

SAS will continue, however, to operate hotels in key cities in

Scandinavia and the rest of Europe, including London, Ham-
burg, Amsterdam and Brussels.

SAS Service Partner supplies meals onboard and at aivports,
where restaurants play an important role in the mfrastructure,

SAS Trading sells duty-free goods wholesale and retail and

thus helps strengthen the competitive edge at the airports

which are central to the traffic systenm. One example is Copen-
hagen Airport, where SAS Trading was the driving force be-
hind the redevelopment and expansion. Operations are suc-
cessful and show favorable profitability.

SAS will introduce EuroBonus in the spring of 1992, a fre-
quent thier program which will reward loval customers. A sys-
tem will therefore be needed o register usage ol SAS's ser-
vices. The FuroBonus card will also be the key to the entire
spectrum of services and form an important puait of SAS's

strategy to provide ditferent levels of individual service

Leisure Travel an Important Complement

During the 1990s, the private travel sector is expected Lo
grow al a faster rate than business travel. This makes SAS
Leisure an inportant complement to the traffic system.
The differentation between scheduled and charter
flights will be erased. This means that the private traveler
will increasingly use scheduled flights while the business
SAS

traveler will find attractive charter alternatives.

TAAVHL J4NSIan

Leisure owns 49 percent of the shares in Spanair, which

operates charter flights, and scheduled services in Spain.
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Personalized Service and Increased Efficiency

SAS’s current internal restructuring is intended to ereate
new ways (o work, These put the focus on the customer in
a decentralized organization with concentrations of per-
sonnel and financial resources. The customer organization
consists of three main units in Denmark, Novway and Swe-
den, whose most important role is to serve their customers
and lead the development of a personalized service before,
during and alter the flight. The business organization is in
principle a head office unit with sirategy and prolit respon-

sibility for the traffic system, its dimension and content.

AJIAYU3S TYNOSYH3d

[he production organization is responsible for staffing

and uulization of crews and technical resources.

13

The focus for the 19905 will be on individual customer ori-

entation and continued improvements in ellicicncy. The main
emphasis will be on caring for the customer and the disposi-
tion of his or her time. The accent is on freedom of choice,
SAS intends to be where the customer is on the customer’s
terms. The challenge is to achieve this in a cost-elfective man-
ner without sacrilicing safety, quality and service. Safety has
the highest priority,

The customer will be able to choose between a high level of
personalized services to coping for himsell within a standard-
ized procedure. For example, there are ten alternative ways to
check in. [rom personal service at the hotel or the customer’s
own office to an automated stand at the airport.

The aim of the current action program was to quickly reach
a compelitive cost level in order to be able to expand in a
deregulated market. This was largely achieved by an across-
the-board reduction n overhead and production costs. Tn this
way, the organization was quickly adapted 1o meet the decline
in demand which ocaurred in 1990 and 1991.

The continuation of the program is based on revenue esti-
mates and corresponding production costs. The aim is to
achieve ongoing improvements in efficiency of between 5 and
8 percent a year, which are considered decisive for SAS’s abili-
ty to meet freer competition after 1993, This work also in-
volves a continuous evaluaton and assessment ol which func-
tions and activities SAS should operate itself in order to sup-

port the trallic system.

W3LSAS J144VHL FHL



wisAS

SCANDINAVIAN AIRLINES SYSTEM
ANNUAL REPORT 1991

REPORT BY THE BOARD OF DIRECTORS AND PRESIDENT’
for the fiscal year January 1, 1991 - December 31, 1991.

* A translation of the Swedish original.

SAS GROUP 1991

The SAS Group’s accounts are prepared in accordance
with International Accounting Standards. (Figures in
parentheses refer to 1990.)

Business Environment

The erisis for civil aviation continued during the first few
nionths of 1991 with an increase in the negative trend in air-
line profitability. The key factors behind this development
were the war in the Middle East and its repercussions, and the
weak economic development or recession in most countries.

These developments had a negative impact on demand for
most of SAS's products and sevvices, particularly air transport
and hotel accommodation.

All business units in the SAS Group were affected by the
action program designed to realign costs and resources w the
declining market. At the same time, a long-term competitive
cost structure was created ahead of deregulation of the civil
aviation market.

Politically.

developments in civil avialion continue o be
dominated by liberalization in the EC aimed at establishing a
free internal market by January 1, 1993 which will include civil
aviation. During a transitional period, however, the single
market will only allow foreign airlines limited rights to con-
duct demestic services in another country. Following delayed
consideration by the EC, the civil aviation agreement between
Norway, Sweden and the EC, which was signed in March 1991,
is expected to come into force on July 1, 1992, The agreement
negotiated between the EC and the EFTA member states, the
EES Agreement, will replace the EC’s civil aviation agreement
with Norway and Sweden when it comes into force. It will also
result in EC ¢ivil aviation rules covering air transport inside
and hetween all the EC and EFTA states.

The' Scandinavian concessions remained in force during
1991, Asian and American airlines showed an increased inter-
est in consolidating their positons in the new Europe. The dis-
solution of the Soviet Union has also led to new political rela-
tions with regard to civil aviation in countries in this area.

In Scandinavia, other airlines are also trying to strengthen

their position to meet an increasingly free market.

14

Financial Development

Development in 1991 was allected by the crisis in the Middle
Fast, with a sharp decline in tvavel, primarily during and imme-
diately after the Gull War, and by the deep recession in SAS’s
largest market, Sweden.

The Association of European Airlines (AEA) reports a de-
cline in wraffic volume of more than 11 percent in the first half
and nearly 7 percent for the full year 1991,

In 1891, SAS noted a negative trend in traflic volume for
the first time since 1980. The decline in total traffic compared
with 1990 was 6 percent. All route sectors were affected and
despite a gracdual recovery demand failed to veach last veur's
level, SAS’s Swedish domestic traffic was hit particularly hard,

with a 17-percent decline in volume to the 1986 level.

THE SAS GROUP’S RESULTS, SIX-MONTH FIGURES

Fiyst First®  Second Second
half’ hall half half

MSERK 14991 1990 1691 19490 1941 1990
Operating revenue 15,158 15,218 17128 16,665 32,286 31,883
[ncome bhefore
depreciation, ete 392 1,004 2ads 0oy 2717 2Bt
Depreciation, etc. —bdd —GH 694 G786 —1.39%8 =1.,362
Financial items, net 617 ~242 ~265 -16 —882 Y58
Income after
depreciation and
financial items -869 78 1,566 518 497 591
Share ol income in
affiliated companies —207 b1 512 95 819 156
Gain on the sale
of fixed assets, e, 251 aha B2 344 313 701
Unusual items = - —898 848
Income before extra-
ordinary items -845 369 836  -331 -9 38
Eixtraordipary items =200 - —1,014 B01 1,214 B0l
Income before
taxes -1,045 369 -178 ~1,132 -1,223 -763

# The six-month results are unandited.

All business units in the SAS Group were affected by the
sharp decline in demand during the first six months. Operat-
ing income for the period January to June 1991 mcluded 640
MSEK in restructuring costs. Corresponding costs in the sec-
ond half totaled 82 MSEK. The positive trend in the second

half of 1991 was mainly due to higher traflic revenue and the



elfects of the comprehensive action programs which were
started throughout the SAS Group at the beginning of 1991,

Since autunn 1990, SAS has continuously adjusted its traf-
{ic program to the current market sitvation. In the other busi-
ness units capacity has been adjusted to the lower demand
throughout the travel industry. A comprehensive action pro-
gram was started at SAS Airline during the year aimed at re-
ducing costs by 3,000 MSEK by 1993, in order to increase
competitive performance in a freer market.

By vear-end 1991 SAS Airline had eliminated 2,665 jobs
compared with the previous year. The number of employees

has also been reduced at other units.

INCOME AND KEY RATIOS

MSEK 1991 193490
Operaling reverue 32,286 31,883
Operating income before depreciation, etc. 2,717 2,011
Depreciation -1,298 —1,178
Leasing costs ~-40 — 184
Income after depreciation 1,379 649
Financial items -852 ~258
Income after depreciation

and financial items 497 391
Share of meome in alfiliated companies -819 1 5b
Gains on the sale of

flight equipment 375 45

— shayes, cic -62 249
Unusual items - ~898
Income before extraordinary items -9 38
Extraordinary items -1,214 —801
Income before taxes 1,223 ~763
Key ratios

Tnvestiments 5,197 5,651
Retum on

- capital emploved, % 7 18]
Equity/assets ratio, % 25 27
Debt fequity vatio 1.2 0.8
Average number ol employees 38,940 40,850

The SAS Group's operating revenue totaled 32,286 MSEK
(31,883), an increase ol approximately 1 percent over 1990.
Operating expenses decreased by 1 percent and operating

35 percent (o

mmcome before depreciation, ete. increased by ¢
2.717 MSEK.

Operating income was favorably affected primarily by higher

i5

traffic revenues, lower operating expenses resulting from the
cost reductions achieved by the action program, and lower fuel
costs compared with 1990.

In 1991, the relatively high investiment in the aircraft fleet
and other strategic arcas continued. This resulted in increased
capital costs compared with the preceding year.

Depreciation and costs of leased in aircralt capacity were
somewhat lower than last year and amounted 1o 1,538 MSEK
(1,362), mainly due to lower leasing costs. Net linancial items
decreased from —2568 MSEK in 1990 to —882 MSEK in 1991,
This was due to a higher interest-bearing net debt of 2,289
MSEK, falling interest rates on liquid funds in Scandinavian
currencies and negative currency exchange fluctuations, com-
pared with last year. Net financial items account for approxi-
mately 8 percent (3) of the average interest-bearing debt.

The SAS Group’s mcome after depreciation and financial
itemns amounted to 497 MSEK (391).

SAS’s partner in the U.S., Continental Airbnes, has been
operating under the U.S. Chapter 11 bankrupicey protection
since December 1990. A plan for the finaneial reconstruction
of Continental was presented in February 1992, The stock
market price of shaves in Continental Airlines Holdings on
December 31, 1991 was /2 USD (1 7/ USD) per share. An
allocation 10 a general sharcholding reserve was made in the
1990 vear-end accounts for the shares in Continental. The
value of this sharcholding has been further adjusted by 70
MSEK in the 1991 year-end accounts, whereby it is written
down in [ull.

SAS International Hotels A /S owns 40 percent of the shares
in Saison Holdings B.V. (SHBV), the holding company which

owns Inter-Continental Hotels (1IHG). SHBV’s income after

taxes amounted to —1,196 MSEK (=490). The crisis in the Gulf

and the weak economic elimate had a negative effect on oper-
ating income.

The reported net share of income in SHBY after deprecia-
tion according to 1AS, 75 MSEK (=), is =555 MSEK (- 175)
after deduction for tax expense and minority interests of =58
MSEK (=23). (See Note 17.)

In March 1992, a letter of intent was signed with the majori-

ty shareholder, the Saison Group, regarding the sale of SAS's
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shareholding in SHBV. The estimated financial and account-
ing effects of this transaction, against the background of the
current value ol hotel properties and a market under pressure,
have resulted in a reservadon totaling 1,168 MSEK being
made in the 1991 year-end accounts, reported as an extraordi-
nary expense. This transaction is expected 1o be completed
before the end of the second quarter of 1992,

After sains on the sale of flight equipment, shares in sub-
sidiaries and afliliated companies, ete. totaling 513 MSEK
(701}, share of income in subsidiaries of =819 MSLEK (-156)
and unusual items — MSEK (—898), 1991 income belore ex-
traordinary items amounted to —9 MSEK (38).

Extraordinary items, mainly the write-down of shares in
Saison Holdings B.V., were charged against income in the
amount of =1,214 MSEK (=801). Income before taxes then

amounted 1o —1,225 MSEK (-763).

INCOME PER BUSINESS UNIT

MSEK 1991 1990
SAS Airline 405 b
SAS International Hotels -384 =01
SAS Senvice Partner 154 190
SAS Trading 90 122
SAS Leisure 84 2
Diners Club 30 24
SAS joint-Group! 113 —6H9
Income after depreciation

and financial items 497 S
Share of income in aflliliated companies -819 ~156
Gain on the sale of lixed assets, ete, 313 01
Unusual itemns - =808
Income before extraordinary items -9 38

Includes SAN Finance, SAS joint-Group prijects and Group adjustnents,

Investments during the year decreased by 454 MSEK com-
pared with 1990 1o 5,197 MSEK. Of this total, investments in
Hight equipment accounted for 4,095 MSEK.

The return on capital employed is reported at 7 pércent in
1991, compared with 6 percent in 1990. The equity /fassets
ratio dropped from 27 1o 25 percent and the debt/equity ratio

rose to 1.2,

BALANCE SHEET

1090

MSEK 1991

Liguid Tunds 9,371 11,588
Oiher current assets 6,289 0372
i;i};:‘t'l ASSCLS 24,854 24255
Total assets 40,514

Current habilities 16,471

Long-term debt 19,517 16,9358
Subaordinated debenture loan 823 1,086
Lquiiy! 9,703 11,186
Total liabilities and equity 40.514 42,015

 Indluding minoriy nterests. G4 MSEK (54,

Financing and Liquidity

Net linancing (rom operations, including changes in working
capital, amounted 1o 1,362 MSEK in 1991 A linancing deficit
of 2,241 MSEK was incurrved in 1991 aftes balancing revenue
from the sale of airveraft and other lixed assets (807 MSEK)
against invesuments made in equipment and shares (5,197
MSER) and advance paviments oy aiveralt on order (694
MSEK)

External borrowing amounted to 3,897 MSEK, including
full financing of 14 MD-80s through the Japanese leasing
market (2,216 MSEK), borrowing from the European Invest-
ment Bank (150 MUSD), and public bond issues totaling
20,000 MJPY. Together with earlier pre-financing this amply
covers the remaining requirement for the current investment
program, making SAS’s total lunding requirements in coming
vears marginal. Short-term borrowing decreased sharply, as a
result the SAS Group’s debt was reduced by 145 MSEK during
the vear.

The Group's total long=term horrowing amounts wo 19,123
MSER (17,012). The amortization profile on the long-term
debit gives the SAS Group very imited refinancing require-
ments for the next few vears. The average maturity for the
long-term debt is 1998,

The Group's liquid [unds amounted to 9,571 MSEK at vear-
end, compared with 11,388 MSEK on December 31, 1990, The
liquid funds are primarily in SEK, as well as USD and GBP

SAS sull has unutilized commercial paper programs of

2,000 MSEK, 1,000 MNOK, 1,000 MDKK and 200 MUSD as

well as unutilized long-term credit facilities o 450 MUSD.



SAS’s credit ratings are regularly assessed by two major in-

ternational credit rating agencies, Moodys in the U.S. and

Nippon Invesior Service in Japan. The long-term debt was.

classified A2 by Moodys on May 14, 1991, and AA— by Nippon
Investor Service on July 11, 1991. The short-term debt is rated
at P1 and A-1+, respectively. These credit ratings are among
the best in the air transport business and ensure SAS’s access

to external funding at tavorable terms.

STATEMENT OF CHANGES IN FINANCIAL POSITION

MSEK 1991 1990
Net linancing from operations 1.362 1,130
Invesunenis -5,197 ~5.651
Advance paymenis, net 694 50
Sale of fixed assets, ete, 897 1,541
Financing deficit -2,244 -2,730
Capital infusion from parent companies - 305
Amortization fexternal borrowing -145 5,949
Financial receivables, net 372 972
Change in liquid funds -2,017 4,496

SAS Airline

SAS Airline offers a global travel service by developing and
maintaining an effective and competitive traffic system under
its own direction and in cooperation with other airlines
through a numnber of alliances. SAS’s own traffic system in
1991 covered 84 destinations and included domestic routes in
Denmark, Norway and Sweden, intra-Scandinavian routes,
routes to KEurope, North and South America, and to the Mid-
dle and Far East. Together with its partners, SAS's 1992 traflic
program covers 275 destinations from Copenhagen, 161 from
Oslo and 244 from Stockholm, with a maximum of one stop.

The negative trallic trend noted during the vear affected all

SAS AIELINE REVENUE

Pagsengars 78%

Other 24%

Cargo 5%

Other 16% Mail 1% Catering 5%

SAS AIRLINE COSTS

17

Government user-fees 11%

international routes and was partly due to economic recession
in countries important to SAS. The greatest decline came dur-
ing and immediately alter the war in the Middle East. Although
demand for air travel gradually recovered in some markets, it
never reached the same level as in 1990, In this respect, SAS
was hit harder than other members of the Association of Eu-
ropean Airlines (AEA). This can be attributed to the low level
of economic activity in Sweden, SAS’s largest domestic market,

Measured in revenue passenger kilometers (RPK), the de-
crease was 0 percent, with a corresponding adjustment in pro-
duction of 4 percent. Despite the fall in RPK, a 2-percent in-
crease in revenues was reported due to higher prices. The
decline in RPK represents an 8-percent decline in domestic
traffic, 6 percentin Europe, and 5 percent on intercontinental
routes. The systemwide cabin factor was 63.4 percent, a 1.3-
percent decrease compared with the preceding year. This was
largely due to the changeover of the aircraft fleet to larger
aircraft. There was a particularly sharp decline in the full-fare
business traveler segment so important to SAS. This decline is
primarily attributed to the recession in Sweden. Total passen-
ger volume was 13.9 million (15.0).

In January 1991, SAS launched a comprehensive action
program designed to reduce annual costs by 3,000 MSEK. The
full effect of these measures will be felt from year-end 1992,
The aim of the program is for SAS Airline 1o meet the freer
competition which will result from liberalization of European
civil aviation. SAS Airline will eliminate 3,500 jobs, 1,100 in
Denmark, 600 in Norway, 1,400 in Sweden, and 400 outside
Scandinavia. A total of 4,000 employees, many of whom are
emploved part-time, will be affected by the reductions, which
will be completed before year-end 1992,

At the end of 1991, the action program had the following

TRAFFIC REVENUE PER ROUTE SECTOR

Parsonnel 34%

Eurcpe

Sommssions 7% intercontinantal
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PRODUCTION AND TRAFFIC

AVAILABLE TONNE-KILOMETERS

REVENUE TONNE-KILOMETERS LOAD FACTOR

Change Share Change Share Change
12 months Million % % Million % % % Yo-pls
North & Souith Atlantic 906 =9 30 647 7 35 715 1.9
Asia 501 =5 16 364 ~&) 20 2h —2.8
INTERCONTINENTAL 1,407 -8 46 1,011 -7 55 71.9 0.3
EUROPE 1,186 =2 39 550 8 30 46.4 -2.2
DOMESTIC 174 -8 15 286 -4 15, 60.2 ~1.0
TOTAL NETWORK 3,067 -6 100 1,847 o 100 60.2 -1.1

status: The number of jobs had been reduced by 2,665, of
which 749 in Denmark, 490 in Norway, 1,134 in Sweden, and
292 outside Scandinavia. Costs associated with the action pro-
gram have been charged against 1991 operating income.

Iniernational traffic in 1991 was characterized by consolida-
tion of the traffic system and restructuring of the traffic pro-
gram. A number ol unprofitable destinations were discontin-
ued. These included Birmingham, Belgrade, Zagreb, Tampere
and, from year-end 1991, Toronto and Sio Paulo. In addition,
an agreement was reached with SAS’s partner Austrian Alr-
lines for a joint service on a new route, Vienna-Copenbagen—
Chicago, to open in spring 1992,

The only new destination in 1991 was Alicante. On the other
hand, frequencies were increased on a number of established
routes. A second daily service was started between Copen-
hagen and Manchester, a third daily flight was added between
Copenhagen and Paris, and the number of flights between
Copenhagen and Prague rose from 8 to 12 per week. Between
Copenhagen and Hamburg, Fokker 50s have been replaced by

the considerably larger DC-9s. Moreover, SAS’s evening [light

PRODUCTION & CABIN FACTOR
INTERNATIONAL

MILLION PASS. -KM
20000
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o London now stays overnight in order to be able to ofter an
early flight to Stockholm. This provides a competitive edge
which will be developed still further. The Express service avail-
able to London since 1990 has now been extended to mclude
Paris. This service has boosted SAS's market share for both
destinations considerably.

On the intercontinental network, service between Copen-
hagen and Beijing has been extended by one connection Lo
two per week. All flights berween Scandinavia and Tokyo were
re-routed during the year over the fast nonstop Siberian route,
allowing the route via Anchorage 1o be discontinued. Lt was
also decided to add a second daily flight between Copenhagen
and New York, to start in the 1992 summer program.

Cooperation within the framework of the European Quality
Alliance (EQA) changed in so far as Finnair withdrew. The
remaining partners, SAS, Swissair and Austrian Airlines, con-
tinued to develop their cooperation. An extended service be-
tween Scandinavia and Switzerland, and Scandinavia and Aus-
triz, as well as coordination of the airlines’ timetables, has

created effective connections to a muwnber of destinations

PRODUCTION & CABIN FACTOR
DOMESTIC
MILLION PASS. -KM %
5000




PASSENGER, FREIGHT AND MAIL TRAFFIC

PASSENGER CABIN FACTOR FREIGHT MAIL

Pass Change Change Tonne- Change Tonne- Change
12 months km % Go-pls km, % ki %o
Narth & South Atlantic 4,538 -6 74.2 1.7 216.3 =7 13.8 24
Asia 2,526 -5 724 2.8 138.3 —4 10.7 —33
INTERCONTINENTAL 6,864 -5 73.6 0.2 354.6 -6 24.5 ~28
EUROPE -6 53.4 —2:6 37.0 —2 15.5 il
Denmark 425 4 Hag —2.2 1.7 -6 2.4 -15
Norway 1,271 0 62.7 —0.9 6.2 =11 42 =7
Sweden 1271 —17 70.7 0.9 3.9 0 0.3 ~7
DOMESTIC 2,967 -8 65.4 0.8 14.8 =7 6.5 -10
TOTAL NETWORK 15416 ~6 65:.4 -1.3 106,44 -5 16.5 Ak

which SAS does not fly Lo itself. These are primarily in South-
emn Europe, the Middle Fast and Africa. The EQA coopera-
tion is conducted in a number of forms at some 20 airports. In
1991, for example, it was decided to have a joint organization
in Vilnius at the same time as all three companics started a
service to Lithuania in January 1992,

Swissair employed some 100 pilots from SAS for its air
transport operations during the vear. SAS also started domes-
tic flights in Switzerland between Zurich and Geneva. Austrian
Airlines tlies between Frankfurt and Linz with pilots hired in
Irom SAS.

The cooperation with Continental Airlines in the U.S. went
as planned during the year. Since the start in 1989, SAS has
noted a substantial increase in transter traffic via Newark. This
cooperation has proved a commercial success and has made a
considerable contribution to SAS and its ability to keep its
markel shares on the highly competitive North Atlantic routes.
Cooperation with All Nippon Airways regarding service be-
tween Stockholm and Tokyo developed well,

During the year SAS decommissioned its last DC-10. Boe-
ing 767s are now used on all intercontinental flights.

Danish domestic traffic, including services to Greenland was
aclversely affected by the decline in private and business travel.
I'he emerging tourism in Greenland, however, provided some
increase in the tourist segment.

Feasibility studies regarding the establishment of an SAS
Terminal at SAS’s main traffic hub, Copenhagen Airport, were

made i 1991, The decision to extend the terminal stems [rom

19

a Danish-Swedish agreement to build a [ixed-link across the
Oresund straits. This will prepare the way for a significant
growth in one of Northern Europe’s largest conurbations, the
Copenhagen-Malmo region, and will link Copenhagen airport
with the international road and rail network. In 1991, the
Danish Civil Aviation Authority, the Danish State Railways and
SAS starting cooperating on the design of a railway station
adjacent to the airport terminals.

The Gull War also affected domestie traffic in Norway. During
the first four months of 1991, traffic was 5 percent below the
same period in 1990, A recovery from May onwards resulted
i total tratfic for 1991 reaching the same level as the preced-
ing vear. The [avorable trend in the business travel segment
reported in 1990 continued during the vear.

At year-end 1990, Swedish domestic traffic was adversely af-
fected by value-added tax and increased environmental
charges. These factors, combined with a considerable down-
turn in the Swedish economy and the negative effects of the
Gulf War, resulted in a total decline in the Swedish domestic
market of 18 percent in 1991, These events have no precedent
in the history ofair transport. The decline in Swedish domestic
traffic was contained at just over 17 percent,

SAS succeeded in limiting the effects on earnings by a rapid
adjustment of production to meet demand. Paradoxically, the
cabin factor was the highest on record.

Preparations to meet the dervegulation of Swedish domestic
air transport were reflected in SAS’s strategic planning. In

February 1992, a letter of intent was signed with Bilspedition
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AB and ABA for the acquisition of 51 percent of the shares in
Linjeflyg. Following this acquisition, SAS will own 51 percent
and ABA 49 percent of the shares.

The Groufy's freight operations, SAS Cargo, were restructu) ed
during the year and are now ncluded in the four route sectors.
The intention is to strengthen the position of freight opera-
tions as an integrated part of the airline.

SAS Cargo’s revenues were slightly lower than in 1990, due
to reduced capacity resulting from the changeover to nonstop
flights on long-haul routes such as Singapore and Japan. The
recession in Scandinavia and the ULS. and the decline in
salmon transports from Norway to the LS. had a negative
impact on revenue from traflic over the North Atlantic. Con-
tinued growth in the markets in Japan and Southeast Asia,
however, contributed to improved earnings from [reight oper-
ations.

Tradevision, SAS Cargo’s computer-based distribution sys-
tem which provides a direct link to customers’ own computer
terminals, was completed during the year and has already
achieved a good market position in Scandinavia.

SAS Aivline’s 1991 aperating revenue totaled 21,735 MSEK,
which was the same level as the previous year when carnings
amounted to 21,626 MSEK. Traftic revenue rose by 2 percent

1o 18,587 MSEK. Operations were allected by the negative

development in Sweden resulting from the introduction of

value-added tax on travel, the increase in environmental
charges and the generally weak economy.
Fruel costs totaled 1,524 MSEK (1,873), a reduction of 19 per-

cent. The price of fuel in cents per gallon fell by 11 percent.

SAS AIRLINE

The current action program reduced payroll costs by 4 per-
cent to 7,223 MSEK, primarily due to a reduction in the num-
ber of employees. The average number ol employees was
21,040 compared with 22,180 in 1990,

In order 1o achieve a more even distibution of mantenance
costs for the MD=80 and Boeing 767 aircralt, an allocation for
these costs is being made from operating income starting with
the 1991 results. Income for 1991 has therefore been charged
with 103 MSEK net due to changed accounting priciples, of
which 12 MSEK relates to 1991 and the remaining 91 MSEK is
attributable to previous vears, If the same accounting prinei-
ple had been applied for 1990, income would have been
charged with 16 MSEK.

Operating income before defreciation and leasing costs amount-
e to 2,075 MSEK {1,584) and included 722 MSEK in costs for
the current restructuring program,

The gross frofit margin rose [rom 7 to 10 percent.

Net financial items were reporied ai 793 MSEK (=373),
which was attributable to higher net borrowing and higher
interest rates and other (inancing costs.

Income after depreciation and financial ilems totaled 105 MSEK
(213). Gains on the sale ol lixed assets, including 3 DC-10s,
amourited (o 523 MSEK (486).

Ineome before allocations and taxes amounted to Y44 MSEK
(—286). The 1990 loss included extraordinary expenses total-
ing 786 MSEK.

Investments totaled 4,344 MSEK (4,396), of which flight
equipment accounted for 4,067 MSEK (3,724).

Twenty-four new aireraft were added to the fleet during the

TREND OF INCOME* SAS AIRLINE SAS AIRLINE
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year, including three Boeing 767s, 19 MDD -80s and two F=50s.
Seventeen aircraft were decommissioned during the year: two
DC—=10s, two MD-80s and 13 DC-9-41s.

SAS has invested a total of approximately 15,000 MSEK in
new aireraft between 1985 and 1991, including approximately
4,000 MSEK in 1991, Aireraft for a total of approximately 600

MUSD are contracted for delivery in future years.

SAS’s AIRCRAFT FLEET DECEMBER 31, 1991

Owned/ TLeased Leased On
Atreralt type leased in Lotal oul order
Boeing 767-300 13 13 2 1
Boeing 767200 2 2 2
Douglas MD-81 24 29 7
Douglas MD-82 11 14 4
Douglas MD-83 1 | 1
Douglas MD-87 12 12 4
Douglas DC-9-21 9 ) 1
Douglas DC-9-41 21 13 34
Douglas DC-9-51 ! I 1#
Fokker F-50 13 9 22
Total 115 i 157 5 18

" Leased out to Nardic Fast

- Leased out to Air Furope S.p.A.
+ . s
beased out to Hawaiian Airlines.

" Leased out to Scanair.

SAS International Hotels

SAS International Hotels (SIH) operates first-class hotels in
Norway, Denmark, Sweden, Finland, the Netherlands, Bel-
gium, Germany, Austria and Kuwait. Operations include a 40-

percent shareholding in Saison Holdings B.V., which owns the

Inter-Continental Hotels Group. In March 1992, a letter of

intent was signed with the majority shareholder, the Saison
Group, regarding the sale of SAS’s sharcholding in Saison

Holdings B.V.

SAS INTERNATIONAL HOTELS
TREND OF INCOME

SAS INTERNATIONAL HOTELS

1991 income has been charged with a loss in SHBV and a
write-down of the value of the shareholding corresponding to
the terms ol the planned agreement. The marketing coopera-
tion between S1H and the Inter-Continental Hotels Group has
heen a success for both parties and will continue.

1991 was a difficult year for the hotel industry worldwide.
The deepened recession in important markets, especially the
U.S5., the UK. and Scandinavia, and the Gulf War and its alter-
nrath, had a negative effect on the earnings of both SIH and
the Inter-Continental Hotels Group. SIH managed (o reverse
this trend to some extent by successful cultivation of the pri-
vitte travel segment and a comprehensive cost-reduction pro-
:.;l clITl.

The hotel market in Scandinavia remained weak throughout
the year. Although the mend in Sweden in the early months
was acceptable, the doubling of value-added tax on hotel
rooms rapidly led to a deterioration to the level of neighboring
countries by the end of the vear. The decline in the domestic
markets was partly compensated by increased market shares
elsewhere, particularly in Germany and Belgium.

A new hotel, SAS Roval Hotel, was opened in central
Helsinki to operate under a long-term management contract.
Operation of SAS Kuwait Hotel was suspended in connection
with the war, when the building was partly destroyed. Renova-
tion work is being carvied out with the aim of re-opening in
mid-1942.

During the year 80 percent of the shares in SAS Palais Hotel
in Vienna were sold to finance an extension of operations. This

transaction provided a capital gain of 54 MSEK. The hotel is

SAS INTERNATIONAL HOTELS

(INCOME AFTER DEPRECIATION AND NET FINANCIAL [TEMS) INVESTMENTS* RETURN ON CAPITAL EMPLOYED
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being enlarged to 2565 rooms. with the addition of larger

restaurant and bar facilities, as well as banquet and conterence
rooms, SAS intends to keep its 20-percent stake and operate
the hotel under a long-term management contract.

In 1989, two hotel properties were sold under a sale and
leaseback agreement. A 150 MSEK allocation has been made
to cover leasing costs which are not expected to be contained
in the income from hotel operations in the present economic
climate.

SAS International Hotels' revenues amounted to 1,604
MSEK (1.489) in 1991, Including hotels operated through
management contracts, operating revenues amounted to
2.010 MSEK (2,005).

Income bhefore depreciation amounted to 64 MSEK (81).

Income after net financial items amounted to =384 MSEK
(—01). Net [inancial items totaled =352 MSEK (=81), the 1990
figure included substantial currency exchange gains. Income
from the sale of fixed assets amounted to 92 MSEK (12),
including the 1991 allocation for leasing costs, 150 MSEK.
Share of income in affiliated companies was —484 MSEK
(—152). Income before extraordinary items therefore cde-
creased from —2%1 MSEK in 1990 10 =961 MSEK in 1991,

Investments totaled 89 MSEK (282) in 1991.

During the year SAS International Hotels A/S received
2,000 MSEK from the SAS Consortium in the form of a capital
contribution. In this connection, loans were repaid to the SAS
Consortium for a corresponding amount.

The reported net share of income in SHBV after deprecia-

tion according to IAS, 75 MSEK (-), was =553 MSEK (-175)

after deduction for tax expense and minority interests totaling

—58 MSEK (-23).

SAS Service Partner
SAS Service Partner’s operations include Airline Catering,
Terminal Catering and Contract Catering,

SAS Service Partner’s markets in 1991 were heavily aflfected
by the aftermath of the Gulf War. The greatest impact was felt
in the countries closest to the war zone, Turkey and Saudi
Arabia. In Europe, the negative trend was accentuated by the
recession, where key markets for SAS Service Pariner, such as
the UK. and Scandinavia, were particularly weak.

A comprehensive action program was carried out during the
year to adapt production to meet the lower demand. The re-
sults of these efforts have helped to limit the negative effects of
developments in SAS Service Partner’s markets.

Owverall, SAS Service Partner’s earnings are down on 1990,

Airline Catering, however, reports an Improvement in earn-
ings. This is gratifving in view of the weak market develop-
ment, fiercer competition and the pressure on prices in the
wake of the decline in airline profitability.

New flight kitchens were opened at Gatwick Airport outside
London and in Dublin. A flight kitchen was taken over in the
Netherlands at Amsterdam’s Schiphol Airport.

An agreement was signed in Spain for catering services on
the new express train which will run between Madrid and
Seville in conjunction with the opening of the world exhibition
in Seville in April 1992. In view ol planned development of the

intra-European train network during the 1990s, railway cater-

SAS SERVICE PARTNER
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ing is considered an attractive new business area, where the
similarity with air transport provides opportunities to utilize
SAS Service Partner’s production expertise.

Terminal Catering operates restaurants with 350 sales out-
lets at some 40 airports, primarily in Europe, with a total of
120 million passengers a year.

Terminal Catering's operations have been affected by the
economic downturn and, despite intensive efforts to adjust
production, the product arca reports a considerable fall in
carnings compared with 1990.

During the year contracts were signed for the operation of
restaurants at the King Abdul Aziz Airport in Jeddah, Saudi
Arabia. A contract has been signed at Hamburg Airport for
the operation of restaurants in a newly built terminal and the
contract al the airport in Palma de Mallorca was extended.

A contract for the operation of a number of restaurants in a
new terminal, under construction at Schiphol, was signed in
January, The terminal is expected to go into operation in May
1993.

Contract Catering includes the nonflight-related areas
Company Restaurants, Hospital Catering, Industrial Catering
and Patient Hotels.

Industrial Catering signed new contracts with offshore com-
panies in the British and Norwegian areas of the North Sea.
Hospital Catering and Patient Hotels extended their opera-
tions in Sweden. Hospital Catering gained a [oothold in Nor-
way during the year, while Company Restaurants continues to
inerease its assignments in Denmark and Sweden.

SAS Service Partner’s 1991 revenues totaled 4,614 MSEK, a

SAS TRADING
TREND OF INCOME
{INCOME AFTER DEPRECIATION AND NET FINANCIAL ITEMS)

SAS SERVICE PARTNER
RETURN ON CAPITAL EMPLOYED

2.7-percent decrease compared with 1990, Income after de-
preciation and net financial items was 154 MSEK (190). In-

vestments amounted to 388 MSEK (255).

SAS Trading

SAS Trading develops and operates retail, wholesale and me-
dia business related to air transport. SAS Trading’s core busi-
ness is retail sales, which are conducted in 40 shops at 20
airports in five countries. SAS Trading’s volume makes it one
of the five largest players in its field in the world.

Revenues totaled 1,684 MSEK in 1991, the same level as last
vear. Income alter financial items reached 90 MSEK (122).
This decrease was due 1o a weak first quarter resulting from
the general decline in air travel, and losses in Ostermann Pe-

tersen A/S. Despite this, earnings were sustained through ad-

justment of operations.

During the spring, two new department stores were opened
at Arlanda’s international terminal and a new shopping center
was Inaugurated at Fornebu Airport (Norway). SAS Trading
handles the operation of two perfume retail stores opened in
November by NK Parfym, in Stockholm and Gothenburg. SAS
Trading consolidated its operations in 1991 through the clo-
sure of personnel stores and hotel shops and the sale ol the
mail-order company Ostermann Petersen A/S.

New commitments include cooperation over the develop-
ment and operation of inflight sales for the airlines LanChile
and Spanair. A contract was also signed for the purchase and
distribution of duty-free goods for two shipping companies,
[arvik Line and Scandi Line.

SAS LEISURE
MARKET SHARE, SWEDEN AND NORWAY
INCLUSIVE-TOUR QPERATIONS
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SAS Leisure

SAS Leisure’s activities are divided into three produet arcas:
inclusive-tour operations, hotel operations and charter airline
services. The principal markets are Sweden and Novrway where
in 1991 the total number of travelers numbered 1,175,000
and 384,000, respectively. This represents a decrease of 10
percent in Sweden and 23 percent in Norway compared with
1990. The business unit has a 44-percent (44) share of the
Swedish market and a 46-percent (45) share ol the Norwegian
market. The decline in the number of travelers was largely due
to the war in the Middle East. Hotels and charter airline ser-
vices were hardest hit.

Comprehensive counter-measures were taken which soon
offset the negative effects. An action program was started im-
mediately and had a favorable impact on costs throughout SAS
Leisure during the year. This trend is expected to continue in
the future. The earnings trend in the second half was remark-
ably favorable and the full-vear results represent a consider-
able improvement over the previous year. The business unit
strengthened its market position compared with 1990.

717,000 trips were produced and sold through tour operators
in Sweden and Novway, 11 percent less than in 1990, The great-
est downturn came in the first half due to the Gulf War., This was
followed by a recovery, which made up for part of the decline.

From 1991 onwards, SAS Leisure is represented in Finland
with a 50-percent shareholding in Toivelomat, the co-owner is
Finnair-owned Aurinkomatkat. This company reported a mar-
ket share of approximately 6 percent in 1991. At year-end
1991, Vingresor started operating in Denmark, making SAS

SAS LEISURE

TREND OF INCOME*
(INCOME AFTER DEPREGIATION AND NET FINANCIAL [TEMS)

SAS LEISURE
RETURN ON CAPITAL EMPLOYED*

Leisure an inclusive-tour operator in the four Nordic countries.

Sunwing, SAS Leisure’s own hotel chain, was seriously af-
fected by the war. Some facilities were forced (o close down
entirely or partly in February and March, while others opened
in time for the summer season.

The second phase of the Cala Bona facility on Mallorca was
opened in June. The hotel is now complete and has 800 beds.
Sunwing’s total bed capacity at year-end was 9,100,

Charter airline services were also adversely affected by the
war. The substantial reduction in travel resulted in operators
canceling or combining departures. A trimming program was
initiated to raise productivity and reduce costs for the airline
Scanair. Another one of Scanair’s six DC-10s was leased out
while MD-80 capacity was leased in from SAS.

SAS Leisure’s revenues fell by 0.6 percent 1o 4,145 MSEK.
Income after depreciation and net financial items amounted
to 89 MSEK, compared with 2 MSEK in 1990. Investments
totaled 291 MSEK (247) and pertained mainly to completion
of the Sunwing facility in Cala Bona on Mallorca, and the
acquisition of an MD-83 from SAS.

Spanair, in which SAS Leisure has a 49-percent sharehold-
ing, increased its fleet of leased MD-83s from eight to nine.
Spanair also took two Boeing 767-300s on a long lease for
long-distance routes from Spain to various resorts in the U.S.
and Central America. The share of income In Spanair amount-
ed to 10 MSEK (4).

At the end of 1991, SAS Leisure acquired the outstanding
30 percent of the shares in the tour operator Always which is

now a wholly owned subsidiary.

SAS LEISURE
INVESTMENTS*
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Diners Club Nordic

The company has franchise rights to Diners Club in Denmark,
Norway, Sweden and Finland. Diners Club Nordic reported
continued favorable growth despite the recession and in-
creased competition [rom new and established players in the
business and private credit card market. The number of cards
increased by 6 percent to 296,000. New services include
AT&T’s Calling Card in the Nordic countries, which was very
well received, and administration of the credit card operations
of the Swedish department store NK, with some 120,000 card-
holders. Tt has also been decided that Diners Club Nordic will
extend its area of responsibility to include the Baltic States,
Revenues rose by 26 percent in 1991 {rom 318 MSEK to
401 MSEK, due to the increased number of cardholders and
more usage per member and card. Income after net financial

items amounted to 30 MSEK (24).

Affiliated Companies
Affiliated companies are companies in which the SAS Group’s
ownership is between 20 and 50 percent. These include, among
others, Saison Holdings B.V. (40%), Airlines of Britain Hold-
ings PL.C (25%), Aviation Holdings PLC (27%), Spanair S.A,
(19%), and LanChile S.A. (37%). During the year SAS sold its
sharcholdings in Amadeus (25%), Travel Management Group
Sweden AB (23%), and Widerge's Flyveselskap A/8 (22%).

The aircraft leasing company Aviation Holdings PLC had a
very difficult year. Although the company received a 20 MUSD
capital infusion in January 1991, and 29 MUSD in the form of
a convertible debenture loan from its owners (including 19
MUSD from SAS), the negative trend in the air transport in-
dustry and the financial market resulted in Aviation Holdings
PLC experiencing serious liquidity problems during 1991, Ad-
ditionally, the company was forced to allocate a substantial
amount to reserves due to the sharp fall in the market value of
its aircraft fleet. Aviation Holdings PLC’s estimated 1991 in-
come is nearly =200 MUSD (20). The SAS Group’s share of
this loss amounts to —-325 MSEK (36) (see Note 7).

At Airlines of Britain Holdings PLC, a particularly strong
recovery was noted in the operations of British Midland com-

pared with 1990. Adjustment of production to meet lower

25

demand resulted in a higher cabin factor. Yield also improved
over 1990 due Lo price increases. The company’s income be-
fore taxes amounted to 2 MGBP (=12). SAS’s share of this
income (25%), including a 20 MSEK (20) write-down of good-
will, 1s =13 MSEK (-53).

The Chilean airline LanChile 8.A. reports an improvement
in income for 1991 of 11 MUSD, from —8 MUSD in 1990 to 3
MUSD. This favorable development is primarily due to ratio-
nalization carried out during the year including a reduction of
overcapacity in the aircraft fleet. New routes to Frankfurt and
Mendoza were opened towards the end of 1991. SAS’s share
of income in LanChile (37%) is booked at 8 MSEK (-25).

The SAS Group’s income before extraordinary items in-
cludes share of income in affiliated companies before taxes of
~819 MSEK (~156). The Group’s equity in affiliated compa-
nies amounted to 1,441 MSEK (3,458).

Investments

The SAS Group’s 1991 investments amounted to 5,197
MSEK. SAS Airline accounted for 4,344 MSEK of invest-
ments, SAS International Hotels for 89 MSEK, SAS Service
Partner for 388 MSEK and SAS Leisure for 146 MSEK. In-
vestments in aircraft and other flight equipment totaled 4,095
MSEK (3,755).

During 1991, SAS acquired all properties in Norway, except
an administrative building and a hangar at Fornebu Airport
outside Oslo, from SAS’s Norwegian parent company DNL for
a total of 370.5 MSEK. This acquisition was financed by a long-

term loan from DNL for the amount of the purchase price.

Personnel

The average number of employees in the various business
units of the SAS Group in 1991 was 38,940 (40,830), of whom
21,040 (22,180) were emploved in SAS Airline, 2,780 (3,080)
in SAS International Hotels, 10,650 (11,020) in SAS Service
Partner and 3,390 (3,490) in SAS Leisure.

The number of employees in the SAS Consortium totaled
19,190 (20,820), including 6,690 (7,530) in Denmark, 4,380
(4,680) in Norway and 6,230 (6,610) in Sweden.

The Group’s total payroll, including costs incurred from
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restructuring, pavroll-related costs, etc., was 10,936 MSEK,
compared with 10,941 MSEK in 1990, Corresponding costs

for the Consortium amounted to 6,855 MSEK (7.022).

EMPLOYEES - SAS GROUP

1991 19490

Men Women Men Women
Denmmark 6,090 3,770 6,380 3,040
Norway 4.330 4,130 4,580 1,170
Sweden 5.820 4,560 6,140 4,990
U.K. 1,760 1,230 1.600 1.080
Germany 890 650 730 820
Spain 930 640 920 640
Greece 240 180 210 290
LSA 190 270 290 280
Turkey 750 100 1,380 150
Orther 1,350 1,060 1,320 1,060
T'otal 22,350 16,590 23.550 17,280

SAS and the Environment

SAS is actively involved in the creation of a tenable industrial
development, which meets daily needs of energy and technolo-
ay while incorporating external demands and the needs of the
industry. The aim of SAS's environmental policy is to make
SAS a good neighbor to society, its customers and emplovees.
During 1990 and 1991 SAS has set goals and guidelines to
ensure that this aim and environmental requirements are met.

SAS’s greatest environmental contribution is the continued
changeover of the fleet to aircraft which use less fuel and cause
considerably less pollution. Thirteen DC-9s were replaced by
MD-80s in 1991, The rest of the DC-9 fleet will be gradually
phased out over the nexi few vears.

In Norway, SAS and the Civil Aviation Authority have built a
new engine testing plant at Fornebu, resulting in a consider-
able noise reduction in the area. The investment amounted to
14 MSEK. In addition, a computerized climate control system
has led to a 50-percent reduction in energy consumption and a
similar decrease in emissions [rom the airport,

At Sweden’s Arlanda Airport, emissions have been reduced
by 5,000 tonnes annually through a transfer from oil 1o gas
heating. This corresponds to a reduction of 38 percent. The 6
MSEK investment will have paid for itself within three years.
The energy savings campaign has also resulted ina 1 MSEK cut

in electricity consumption per year.

26

At Arlanda’s technical office, 1.000 employees have attend-
ed training in the environment, the working environment and
the social environment.,

In Copenhagen, a 1.6 MSEK investment in conirol and
changeover of light fittings in the adminisirative and hangar
buildings has resulted in an annual electricity saving ol 1.2
MSEK.

Centrally, SAS has introduced waste sorting at all offices in
Denmark, Norway and Sweden, in order to optimize recycling.

Vehicles. At Arlanda Airport all vehicles have changed over
to “preen” diesel and unleaded petrol, which has reduced
emnissions by 7 tonnes a year. All passenger buses at Copen-
hagen Airport have changed over 1o “green” diesel. SAS has
funded and operates an unleaded gas station on the ramp.

Study. Arlanda’s technical office has carried ont a total study
of the environmental impact of its operations and set up goals
and action plans for [uture improvements.

The technical office at Fornebu has conducted a similar
study to meet the internal control requirements which came
into force in Norway on January 1, 1992,

Research and development. SAS has started two development
projects with the support of the Danish Environment Ministry.
The first is for sorting waste onboard aircralt. The second
concerns guidelines for the purchase of environmentally suit-
able products for onboard service. Both projects aim to mini-
mize the volume of waste and optimize recveling,

Environmental charges. SAS paid approximately 52 MSEK in

environmental charges for its domestic flights in 1991,

The SAS Consortium

The SAS Consortinm was formed by the three national airlines
of Denmark, Norway and Sweden: Det Danske Luftfartselskab
A/S (DDL), Det Norske Lufifartselskap A/S (DNL), and
AB Aerotransport (ABA), respectively. The SAS Consortium
comprises SAS Airline, SAS Trading, SAS Finance, the SAS
Group’s executive management and joint-Group projects.

Al the end ol each fiscal year the SAS Consortium’s assets,
liabilities and earnings are divided between the parent compa-
nies according 1o their respective share of ownership — DDIL,

2/7; DNL, 2/7; and ABA, 3/7.



The SAS Consortium's operating revenue amounted to
22,3400 MSEK (22,349). Income before extraordinary items
amounted to 852 MSEK (163). Net financial items, totaling
=383 MSEK (-479), include dividends from subsidiaries and
affiliated companies totaling 57 MSEK (55) and capital gains
on the sale of flight equipment totaling 429 MSEK (152). In
1991, the SAS Consortium incurred considerable losses on the
sale of the subsidiaries SAS International Hotels Holding A /S
and SAS Holding A/5. These sales were made in conjunction
with restructuring. Income from the sale of shares in the above
subsidiaries and other companies amounted 1o -2,095 MSEK
(466),

After extraordinary items of 24 MSEK (-801), income be-
fore allocations and taxes amounted to —828 MSEK (—G38).

From 14991 onwards, the SAS Consortium’s accounts are
prepared in accordance with the same principles as the SAS
Group, except for the accounts of subsidiaries and affiliated
companies, See Note 1, and the section Significant valuation
and accounting principles. The SAS Consortium’s accounts
are presented separately in the following financial statements

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 Consortium

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 summary 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: DDL in Den-
mark, 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 he made to
the parent companies and that the SAS Consortium'’s deficit
for the year, totaling —828 MSEK, be charged against the SAS
Consortium’s capital account, which will thereafter total 8,454

MSEK.

1992 Forecast

1992 is expected to be another weak year for international
commercial aviation.

In Scandinavia, the year began with passenger volumes
which, in some areas, are even lower than during the Middle
East crisis at the start of 1991,

The comprehensive action program initiated towards year-
end 1990 at all units of SAS continues.

Favorable earnings are expected in 1992,

Stockholm, March b, 1992

TAGE ANDERSEN

LARS P. GAMMELGAARD

LEIF CHRISTOFFERSEN

Tor MoURSUND
Brory EinEM

InGvar LiLLETUN

CURT NICOLIN

KRISTER WICKMAN

Raryr FrRICK

JAN CARLZON
President
and Chief Executive Officer
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INCOME

MSEK 1991 1990
Operating revenue—Note 2 32,286 31,883
Operating expense—Note 3 29,569 20 872
Operating income before depreciation, etc. 2,717 2,011
Depreciation, etc.—Note 4 1,338 1,369
Operating income after depreciation, ete. 1,379 649
Dividend income - 10
Financial items, net—Note 6 -882 —268
Income after depreciation and financial items 497 391
Share of income in affiliated companies—Note 7 -819 -156
Gain on the sale of flight equipment—Note 8 375 452
Gain on the sale of shares, etc.—Note 9 -62 249
Unusual items—Note 10 - ~898
Income before extraordinary items -9 38
Extraordinary items—Note 11 -1.214 —801
Income before taxes -1,223 —763
Taxes pavable by subsidiaries and affiliated companies—Note 12 -90 =100
Minority interests -17 -3
Income before taxes relating to the SAS Consortium -1.330 —8606
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MSEK MSEK
ASSETS 1991 1990  LIABILITIES AND EQUITY 1991 1990
Current liabilities
Current Assets
A _ Accounts payable 1,457 1,500
Liquid funds—Note 13 9,371 11,388  axes payable 157 145
Acmu.m.s receivable 3,456 2EB0 ’cxpcnse iidl
Prepaid expense and prepaid income 3,733 3,058
“‘7“‘”“)(1 income 839 1074 Unearned transportation
Other accounts receivable 1,107 1,062 revenue, net—Note 22 1,167 1,268
Expendable spare parts __ Prepayments from customers 436 300
and imventory--Note 14 843 B7% O nrrent portion of
Prepayments io suppliers 44 i long-term debt 553 1,172
Al bt 15,660 17,760 Other current liabilities 2,968 4,874
Total current liabilities 10,471 12,8056
Fixed assets
Restricted accounts—Note 15 74 ny  Lougtermisebs
Shares and participations—Note 16 264 370  Bond issues—Note 23 8,844 9,144
Equity in affiliated companies—Note 17 1,441 3,458  Other loans—Note 24 8,450 6,147
Other long-term accounts receivable 726 700 Other long-term debt—Note 25 2,223 1,647
Goodwill and other intangible
assets—Note 18 461 5%%  Total long-term debt 19,517 16,938
Long-term prepaviments to
suppliers—Note 20 758 1.452 Subordinated debenture loan—Note 26 823 1,086
Fixed assets—Note 21 o
Construction in progress 344 459  Minority interest 64 89
Adreralt 14,728 11,360
Spare engines and spare parts 899 1,000 Equity—Note 27
Maintenance and aircraft Capital 9,295 10,011
servicing equipment 174 201 Restricted reserves 593 1,399
Other equipment and vehicles 1,803 1,846 Unrestricted reserves 1,081 559
Buildings and improvements 2,960 2,489 Net income for the year -1,330 _866
Land and land improvements 222 199
Total equity 9,639 11,097
Total fixed assets 24,854 24,255
TOTAL LIABILITIES
TOTAL ASSETS 40,514 42,015 AND EQUITY 40,514 42,015
Assets pledged, etc.—Note 28 787 591  Contingent liabilities—Note 29 892 687
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MSEK 1991 1990

Operating revenue—Note 2 22.340 22,399
Operating expense—Note 3 20,664 20,995
Operating income before depreciation, etc. 1,676 1,406
Depreciation, ete.—Note 4 748 914
Operating income after depreciation, etc. 928 492
Dividend income—Note 5 57 55
Financial items, net—Note 6 -440 —h%4
Income after depreciation and financial items 545 13
Gain on the sale of flight equipment—Note 8 429 452
(Gain on the sale of shares, etc.—Note 9 -2,095 466
Unusual items—Note 10 269 -768
Income before extraordinary items -852 163
Extraordinary items—Note 11 24 =801

Income before allocations
and taxes' -828 -638

" Allocations and taxes are made by the SAS Consortium parent companies.
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MSEK MSEK
ASSETS 1991 1990  LIABILITIES AND EQUITY 1991 1990
Current Assets Current liabilities
Liguid funds—Note 13 8,696 10,664  Accounts payable, subsidiaries 1,805 789
Accounts receivable, subsidiaries 1,475 3,302 Accounts pajmhle., suppliers 689 898
Acecounts receivable 1,285 1,485  Acerued expense and
Prepaid expense and accrued income 543 678 prepaid income 2,602 9.199
Other accounts receivable 786 833  Unearned transportation
Expendable spare parts revenue, netl—Note 22 1,167 1,268
and inventory—-Note 14 343 408 Current portion of
Prepayments to suppliers 5 28 Jong-term debt 350 766
Other carrent liabilities 1,454 3,237
Total current assets 13,133 17,398
Total current liabilities 8,067 10,010
Figet axapts Long-term debt
Shares and participations i - : x . " ;
in su i‘)sidiar!cs— —N(I;Lc 16 1,552 1,351 Bond 1ssues—Nwol.c' fﬁ 8’8.:50 9’} H
Other shares and participations—Note 16 66 89 e sk 5364
- AR "7 Other long-term debt—Note 25 640 300
Long-term accounts receivable, &
subsidiaries and affiliated Total long-term debt 17,094 14.808
companies—Note 19 2,186 1,050 3 i
Other long-term accounts receivable 548 183  Subordinated debenture loan—Note 26 823 870
Intangible assets—Note 18 178 252
Long-term prepayments (o Reserves—Note 27 0 135
suppliers—Note 20 728 1,402 ]
Fixed assets—Note 21 Equity—Note 27
Construction in progress 132 162 Capital
Aircraft 13,608 10,068 DDIL. 2,652 2,754
Spare engines and spare parts 553 653 DNI. 2,652 9 754
Maintenance and aircralt ABA 3,978 4.130
servicing equipment 133 156
Other equipment and vehicles 387 570 Total capital 9,282 9,638
Buildings and improvements 1,154 1,131 S~ : :
Land and land improvements 80 g7 Netincome for the year -828 —638
~ Total equity 8,454 9,000
Total fixed assets 21,305 17,434
TOTAL LIABILITIES
TOTAL ASSETS 34,438 34,832  AND EQUITY 34,438 34,832
Assets pledged, ete.—Note 28 31 11 Contingent liabilities—Note 29 1,470 870
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SAS GROUP SAS CONSORTIUM

MSEK 1991 1990 1991 1990
THE YEAR’S OPERATIONS
Income before taxes -1,223 -763 -828 —G38
Depreciation 1,298 1,178 708 730
Revaluations, write-downs, elc. 1,263 AT -245 672
Gain on the sale of fixed assets -463 =701 1,666 -918
Other, net 630 —255 -250 -330
1,505 196 1,051 —484
Payments made to the parent companies - -595 - -595
Funds provided by the year’s operations 1,505 —399 1,051 -1,079
Change in:
Inventories 36 349 65 160
Current receivables -281 320 52 18
Current habilities 102 1,170 o firg 1,320
Change in working capital -143 1,529 100 1.498
Net financing from the year’s operations 1,362 1,130 1.151 419
INVESTMENTS
Aircraft -3,993 -3.544 -3,993 ~3,544
Spare parts -102 211 -68 —-180
Buildings, improvements and
other equipment ~-879 ~1. 861 -171 710
Shares and participations, goodwill, ete. -223 -53b -6 —257
Total investments -5,197 -h,651 ~-4,238 —4,691
Advance payments for flight equipment,
increase (—), decrease (+), net 694 250 674 300
Sale of fixed assets, etc. 973 1,541 1,062 2,726
Other -76 = 234 =
Net investments -3,606 -3,860 ~2,268 —1,665
Financing deficit -2,244 —2.730 ~1,117 ~1,246
EXTERNAL FINANCING
Long-term receivables 397 946 980 768
Repayments and early redemption -4,042 =578 -3,653 —326
Borrowings 3,897 6,527 3,857 5,651
Capital infusion from parent companies/new share issue - 305
Change in minority interest -25 26
Capital infusion—subsidiaries and affiliated companies -2,135 -
External financing, net 227 7296 -851 6,004
CHANGE IN LIQUID FUNDS
(Cash, bank balances and short-term investiments)) -2,017 4,496 -1,968 4,848
Liquid funds at beginning of the year 11,388 6,892 10,664 5,816
Liquid funds at year-end 9,371 11,388 8,696 10,664
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NOTES TO THE FINANCIAL STATEMENTS

Significant valuation and accounting principles

General

The SAS Group's financial statements ave prepared in accordance with
the recommendztions of the International Accounting Standards Com-
mittee (IASC).

The same accounting principles ave applied by the SAS Consortium
with the exception that shaves in alfiliated companies which are reported
according to the equity method by the SAS Group, are reported accord-
ing to the purchase method by the SAS Consortium, The SAS Consor-
i also reports shares in subsidiaries according (o the purchase method.

Consolidated financial statements
Definition of consolidated and affiliated companies,

The consolidated financial statenents of the SAS Group include the
SAS Consortium, its wholly owned subsidiaries and those partly owned
companies in which the SAS Consortium has a controlling intevest, The
consolidated financial statements also include the Consortia Scanair and
SAS Connmnuter. Certain wholly owned subsidiaries which are closely
conneeted with the business of the SAS Consortium are directly inelud-
ed in the accounts of the SAS Consortium, For further information see
Note 16, the specification of shaves and participations,

Income and expenses of companies acquired orsold during the fiscal
vear 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 s betveen 20 and 50 percent, or in which the SAS Gy oup has

a controlling imterest, are reported according to the equity method,

Principles of consolidation

The consolidited financial statements are prepared according 1o the

purchase method, whereby ithe Group's acquisition value of stocks and

participations is offset against equity in the acquired companies, includ-

ing the equity shore in untaxed reserves at the date of acy
Accordingly, the Consolidated Balance Shecet includes equity in ac-

the date of

usition.

quired companies only o the extent it was earned after
ad (]tl].\]llllﬂ.

The difference between acquired equity and the SAS Group’s report-
ed acquusition value is reported either as an adjustment of the subsidi-
aries’ assets and Labilities, or as consolidated goodwill negative bacwill.

[he book value ol shares in major affiliated companies is reported in
accordance with the equity method. This means that the SAS Group’s
share of the atfiliated companies” equity amounts to the share of equity
mcluding untaxed reserves taking into account deferred taxes accord-

ing to the tax rates in the country concerned and any residual values of

surpluses /deficits. Regarding the reporting of equity in Saison Hold-
ings B.V., see Note 17.

The SAS Group’s share ofaffiliated companies’ income belfore alloca-
tons and taxes, adjusted for depreciation/dissolution of acquired sur-
plus /deficit values, is reported in the Consolidated Statement of Tn-
come. The SAS Group’s tax expense inchides the Group’s share of
atfiliated compunies’ reported taxes and estimated taxes on allocations.
Translation of foreign subsidiaries’ financial statements

The financial statements of foreign subsidiaries are translaed o
Swedish kronor using the current-rate method. All subsidiaries” assels

and liabilities ave thus converted to Swedish kronor at vear-end rates of

exchange, while all inconie statement items are translated at the average
annual vate of exchange. SAS’s share of such translation difference is
transferved directly 1o the equity of the SAS Group,
Other valuation and accounting principles
Receivables and liabilities in currencies other than
(SEK)

Cwrrent and long-term recetvables and liabilities in currencies other

Swedish kronor

than Swedish kronor are tansluted at yearsend market rates ol ex-
change. When the rate of exchange on the payment date is secured by a
forward contract, translation is carnied out at the rate of exchange of
the forward contract curreney.
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The diflerence between the forward rate and the current market
price on the date of the contract (forward preuium] is an interest rate
difference, which is reported under net interest income, Currency ex-
change differences arising fron forward contracts are reported m the
Income Statement under other financial expenses.

When a loan has been subject 1o a currency swap (where, in p inciple,
terest expenses imd repayments are paid in a curreney other than the
original one —a swap currency), the loan is statee after transkuion to the
swap currency’s year-end rate of exchange.

Advance payments on flight equipment are accounted for at the rate
of exchange on the date of payvment,

Realized and unrealized currency exchange losses and gains on re-
ceivables and liabilities are reported above net income.

Ixchange rates ta SEK for some principal currencies are;

Year-end rate Average rate

Currency 1991 1990 18991 1990
Denmark DKEK 100 94,10 G745 94.64 95.70
Norway NOK 100 93.00 95.90 93.35 94.45
USA Lsh 5.56 7, 6.05 508
LK, GRP 1041 10.83 10.67 10,48
Switzerland  CIHF 100 411.60 43971 422.45 444 .91
Germany DEM 100 366.25 375.35 364.85 365.67
Japan Py 100 4.42 2 4.50 1.09

ECLT 7.43 .70 7.49 748

Expendable spare parts and inventory

Expendable spare parts and inventory are stated at the lower ol cost or
markel value, Appropriate deduction for obsolescence has been made.
Fixed assets and depreciation

Fixed assets are stated in the Balance Sheet at cost less aceumulated
depreciation. Depreciation is hooked according 1o plan based on the
assets” estimated cconomic lives

Simce 1988, a reducing balance method of depreciaiion has been
applied to flight equipment over (he economic life of such investments,
meaning that the assetis fully depreciated alter approximately 19 vears.

This method results in an even distribution of capital costs over the
uselul lives of the assets and a Lavorable matching of costs and revenues.
According to this schedule, depreciation during the fivst vemr mnounts
1o 2 percent, thereafier increasing by 0.33 percentage points annually,
e 2 1/% percentin the 2nd vear, 2 2/3 percent in the 3rd year, etc.

Interest expenses on advance payments for aiveraft not vet delivered,
are capitalized. Onee the aireraft in question goes into operation, de-
preciation is begun on the capitalized interest charges, in accordance
with the principle for flight equipment.

Maintenance and aiveraft servicing equipinent and other equipment
and vehicles are depreciated over a period of 5 vears. The annual depre-
ciation of buildings varies between 2 and 20 percent, Goodwill and
other mtangible assets are depreciated over their estimated economie
lives; long-ter strategic invesuments in SAS’s operations are deprecial-
ed overa period of up 1o 15 years, and other investments over a Heyear
period.

Major modifications and improvements of fixed assets which increase
their value are capitalized and depreciated over their estimated eco-
nomie lives. Improvements to the Group’s own and leased premises are,
in principle. depreciated over their estimated useful lives, but not 1o
exceed the length of the leasing period for the premises.

Pension commitments

All pension commitments caleulated on actuarial grounds have been
covered by the payment of insurance premiums and allocations to pen-
S1Ons.

Traffic revenue

Ticket sales we veported as traffic revenue only upon cotpletion of the
air travel in question. The value of tickets sold but not vet used is
reported as unearned tansportation revenue. This dtem is reduced
cither when SAS or another airline completes the transportation o
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after the ticketholder has requested a refund. A portion of unearned
transportation revenue covers tickets sold which are expecied to be un-
used. A reserve against the unearned transportation revenue liability is
assessed annually, This reserve is reported as revenue the following ve:

Maintenance costs

Routine aircraft maintenance and repairs are charged to income as
incurred. From 1991 onwards, allocations are made for future heavy
maintenance costs for the MD-80s and Boeing 767s, in order 1o obtain
4 more even distribution of maintenance Costs,

Other income and expense

Income from the sale of Might equipment, hotel properties/operations,
ete, and unusual items is shown in the Statement of Income after depre-
ciation and nancial items, Such items have a direct connection with the
company’s normal operations and often contribute to various linancing
operations, The extent of these items and their ef]
vary considerably [rom year to year. They are therefore reported sepa-
rately, (o allow an accurate assessient ol operating income.

ccl Onearnings can

Extraordinary income and expense

Only itemns which lack a clear connection with the company’s regular
operations are reporied as extraordinary. In adddition, the entries must
be of a non-recurring nature and may not be expected to amount 1o

Major sums.

SAS Consortium
Ihe SAS Group’s accounts are prepared inaccordance with TAS. Out of

vegard fov local regulations concerning accounting and Laxation in
Denmark, Norway and Sweden, the main deviation in the principles
applied by the SAS Consortium is that shares in affiliated companies are
reported at cost, and dividends are transferred to income

See Note | for changed accounting principles for the SAS Consor-
tium starting in the 1991 fscal year,

Definitions of financial terms and ratios
Gross profit margin (GOP). Operating income before depreciation, ete.,
in relation Lo operaling revenue.

Net profit margin. Income before extraordinary mcome and expense,
but excluding gains on the sale of the sule of equipment, etc., in relation
o operating revenue.

Pretax veturn on capital employed. Operating income after depreciation
plus share of income in affiliated companies and financial income, in
velation to the average capital emploved. Capital empleyed equals total
assets less noninterest-bearing liabilities.

Pretax retwrn on equity. Income belore gains/losses on the sale of
equipment and extraordimary items in relation to the average equily.
Equity includes minority equity shares.

Debt/equity ratio. Interest-hearing liabilities minus interest-bearing as-
sets in relation to adjusted equity.

Equity /assets vatio. Equity plus delerred taxes and minovity interests is

a percent of (otal assets.
Net financing from operations. Funds provided imternally including
change in working capital.

NOTES

= All amounts in MSEK unless otherwise stated.

Note 1 - Changed accounting principles

SAS Group

Teo make the 1691 and 1990 linancial statements comparable, some
items relating to the 1990 fiscal year have been reclassified.

SAS Consortium

The following principles have been changed to adapt the accounting
principles applied by the SAS Consortium to those of the SAS Group:

—Receivables and labilities in foreign currencies: Exchange gains and
losses are reported above income durng the period in which they are
meurred.

~Capitalization of interest: Inierest expenses associated with the financ-
ing of major investments in fixed assets, such as advance payments for
aircratt, can be capitalized if the acquisition extends over a long peried.
_Pension commitments: All earned pension benefits are entered as a
liability as incurred during the period the commitment arises.

The net effect of the above changed accounting principles on 1991
income is positive and amounts to 120, Accumulated values relating to
previous vears have increased the Consortiwm’s capital account in a net
amount of 282, See Note 27, Equity.

Note 2 - Operating revenue

1991 1990

Traffic revenue: Passengers 16,883 16,476
Freight 1,092 1,139

Mail 200 21

Other 424 338

Other operating reverue 3,741 4,229
SAS Consortium operating revenue 22,340 22.399
Subsidiary operating revenue 11.907 11,612
Group eliminations -1,961 -2,128
SAS Group operaling revenue 32,286 31,883

Subsidiary operating revenue includes traffic revenue totaling 1,105
(1,215) from Scanair. SAS Airline’s traffic revenue is reported after

deducting discounts, which amounted to 342 (740).

Reversals of unnecessary reserves for unearned transportation rev-
enue have added 302 (2638) (o traffic revenue. See the section “Traftic
revenue” in principles of aceounting on page 33

Note 3 - Operating expenses

AS Group 5AS Consortium

1991

1990 1991 19490
Personnel/payroll costs 10,410 10,941 6,329 7,022
Aireraft fuel 1,735 2,119 1,524 1,873

Restructuring costs 722 — 722

Other operating expenses 16,702 16,812" 12,089 12,098
29,569 29,872 20,664 20,993
Other aperating expenses of the SAS Consortium include government
r-fees, commissions, purchased services, supplies, ete.

Total

The net effect of the changed accounting principle for allocation ol costs for heavy
maintenance on MD-80s and Boeing 7675, amounts to 103, Of this amount, 91 is atrib-
utable to the pm'lml until vear-end 1990, The total amount has been charged against
other operating expenses

Note 4 - Depreciation, etc.

SAS Group SAS Consortium

1991 1940 1991 1980
Goodwill and
102 62 24
378 345 |
Spare engines and spare parts 53 56 34
Muaintenance and aiveraft
servicing equipment 73 60 a6 48
Other equipment and vehicles 555 516G 198 246
Buildings and improvements 137 139 70 66
Sub-total 1,298 1,178 708 730
ing costs for
aircraft capacity 40 184 40 184
Total 1,338 1,362 748 914




Note 4, continued

Note 7 — Share of income in affiliated companies

In 1990, 15 DC=9s, one DC~10 and five Fokker-27s were sold in SAS Group 1991 1990
connection with the changeover of the aircraft fleet. SAS Airline leased  Suison Holdings B.V. 495 _i59
back the DC=9s and the DC-10 for a short period (operational leasing) ILanChile S.A. 8 95
to maintain capacity during the transition to MD=80s and Boeing 767s.  Aprlines of Britain Holdings PLC (ABH} 13 =
On the date of the sale, a 200 allocation was made against future addi- — polygon Insurance Company Lid. -5 5
tional costs of leasing these aiveraft. Leasing costs, 161 (94), paid for Gronlands(ly A /S 0 _q
leasing back the aireraft have been deducted from the allocation. Aviatour (‘;,{,I_,}’)(_, S.p.A. 0 0

Flight equipment is depreciated on a reducing balance over the in- Spatiair 5.A. 10 4
vestments’ economic lives, resulting in full depreciation after 19 vears. SIHSKA A/S -15 0
The book value of the aiverall fleet placed in relation to estimated  SAS Casinos Denmark A/S Casino Copenhagen K/S 14 0
market value indicates that the surplus values existing in previous years  “Teperife Sol S.A. | B
have been eliminated. Itis not necessary, however, to adjust the value of Aviation Holdings PLC -395 36
the aircraft fleet Asiana Catering Inc. -1 -

Toiveloma O.Y. -10 0
Tnternational Service Partner Inc -1 0
Club de Vacaciones 8.A. 0 3
Kebenhavns Lufthayns Forretningscenter K5 3l 2]
Note 5 — Dividends Plusresor AR 2 0
SAS Consortium 1991 1990 SAS Royal Viking Totel AB = =]
Dividends from: Others -18 9

SAS Service Partner A/S 41 43 Toul -819 156

SAS Aviation [nvestments Tad. 14 ~  Share of income in affiliated companies is reported before taxes. SAS’s
Dividetics from subsidiaries 55 45 share of inconie in some alfiliated companies is based on the companies’
Dividends from affiliated companies 1 3 unaudited preliminary reports. Sharve of income includes depreciation
Other dividends 1 §] of goodwill totaling 21 (27). The share of income in Aviation Holdings
Total dividends 57 55 PLC includes a reserve for reconstruction costs,

Note 8 — Gain on the sale of flight equipment
In 1991 three DC-10s were sold in connection with the changeover toa
new aircraft fleet. One of these DC-10s was sold o Elec Aviation
which belongs to Aviation Holdings PLC, in which the SAS Group has a
Note 6 — Financial items, net 27-percent stake. A 54 allocation has been made for intra-Group profit
SAS Group 1991 1990 One MD-80 was decommissioned due to a crash during the year. In-
Luterest incomnie 1,458 1,108 sur;-m(‘ci compensation has been received and included i the year-end
S g 5 it ACCOUNLS.
e =alet SR sasimup 1991 1990
Capitalized interest on SAS Airline 499 459
prepaid aireraft 97 e B ) ) ) 2 e
Allocation to reserve for intra-Group profit -h4 -
Interest, net -629 —-367 Tl 375 1590
Allocation of accrued currency exchange
gains at the start of 1988 73 73 SAS Consortium 1991 1990
Currency exchange differences, net -262 ~2  SAS Airline 429 452
Other -64 28  lotal 429 452
i a1 (11 1 = G e PR e
Other financial items, net ~253 04 Note - Gainon thesale ol shares, ete,
Total financial items, net -882 ~268  §AS Group 1991 1990
Shares in SAS Palais Hotel AG, Vienna 34
— . Properties ~150" 34
SAS Consortium 1991 50 onureui Linjeflyg AB = 196
Interest {rom subsidiaries 555 303 Shares in Amadeus 64
Other interest income 1,336 1,036 Shares in Travel Management Group Sweden AB 30 -
Fatal interest income 1,891 1,429 o ,:1.“0”5 i (')Su‘)]mmm_ l’;ﬂ*{ersen A .
e A 453 ooy including value adjustment property -55 =
. R o o e Other shares =5 19
Other interest expenses -1,656 ~1.457 — = Lt =
L) . ; Total —62 249
Capitalized interest o : -
o }n't‘p‘li(l direiat 97 . In %"_?[‘\EJ. “?.E.) hotel prulztm'mw: T\\'{‘:[‘l s(?.lci uu(.lr:r ;.1 \-d_“)_.n:]fl ]:'.-\"-f‘h.l:f}{ \A;:rccmcm. .'\VIJ{J
allocation has been made to cover leasing costs which are not expected to be contamned
Total interest expenses -2,012 —1,681 in the income from hotel operations m the present economie climate,
Interest, net ~121 _ona  SAS Consortium 1991 1990
Currency exchange differences, net ~260 a8 Shares in SAS International Hotels Holding A/S -1,196 -
Other 59 14 Shares in SAS Holding A/S -913 -
: = e - > Other shares 14 432
Other financial items, net =319 —282 Properties n 94
Total financial items, net =440 ~034 Total ~2.095 466

35

4
o
-
m
7]
-
=
-
=
m
-
Z
>
2
Q
>
|
"
>
-
m
=
m
Z
=i
7




Note 10 - Unusual items
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The Statement of Income and Balance Sheet of the SAS Group include

SAS Group 1991 1990 only taxes pavable by subsidiaries and affiliated companies, since the tax
Allacation to shareholding reserve lizhility in Denmark, Norway and Sweden velating to the activities of the
Eotassocinted andlatiined companies = 780 SAS Consortium lies with its parent companies. Taxes during the period
Allocation 1o reserve [or pension commitments = —118  are caleulated as pand taxes plus estimated tax on taxable allocations
ol i “ggn  made during the period. Allocations 1o reserves in previous fiseal peri-
ods were split between deferred taxes and equity.
SAS Consortiun 1991 19890 Note 13 — Liquid Funds
Write-down ol shares in subsidiaries -418 = SAS Group  SAS Consortium
Write-down ol receivables in subsidiaries -54 =566 1991 19490 1991 19490
Reversal ot write-down of receivables
e ey 9279 _ Cash and bank accounts 1,169 1,364 . 628 783
Reversal of /allocation to shareholding reserve 462 —402 shortlepm investments 8202 10,024 8,068 sl
Total 269 768  Taotal 9,371 11.388 8,696 10,664
Note 11 — Extraordinary items :l“hc‘ halance of the liquid Tunds of the SAS Consortium mcludes 71 (77)
SAS Group 1991 L9490 o restricted tax deduction account in Norway, On December 31,
S o W - 1991, short-term investments consisted primarily of deposits with
Restructuring choBls (SEverIne pay, . banks, treasury bills, bonds and commercial papers. Short-term invest-
carly retirement) r 24 163 ments are reported at the lower of cost or market value Uncompleted
Developrient cosis, write-downs w. Interest arbitrage transactions are reported net and amounted 1o 148
of intangible it v w Gag (1,821) on December 31, 1991, No assets have been pledged.
Write-down of shares in affiliated -
and associated companies -1,238 - Note 14 - Expendable spare parts and inventory
= . : SAS Group SAS Consortium
LS, e = 1991 1995:; 1991 13490
SAS Consortium 1991 LH90 xpendable spare parts,
Restructuring costs 24 — 165 Hight equipnent 529 B2 273 208
Develapment costs, write-downs —other 43 76 22 67
ol intangible assets, elc. = —(G36 ln\(‘lliﬂ)]'} 271 301 48 ] 13
Total 24 —80 l'otal 843 879 343 08
Note 12 - Subsidiaries’ and affiliated companies’ taxes Note 15 - Restricted accounts
SAS Group 1991 19490 SAS Group 1991 1940
laxes payable by subsidiaries ~106 106 Development reserve 1 ]
Full taxes payable by affiliated companies ~52 ~18  Special invesiment reserve 73 95
Reversed deferved tax pertaining to untaxed reserves 68 24 Regional development veserve - 2
Total -90 100 Total 74 08
Note 16 — Shares and participations Number of Percent Par value Book
shares holding in (00 value
SAS Consortium - Subsidaries
SAS International Hotels A/S, Oslo 22,087,797 100 NOK 2,208,780 775.0
SAS Leisure AB, Stockholn 3,000,000 1 00 SEK 200,000 300.0
SAS Holding B.V., Rotterdam 190,000 100 NLG 255,627 116.0
SAS Flight Academy Holding AB, Stockholm 20,000 1 00 SEK 2.000 100.0
SAS Serviee Partner A /S, Copenhagen 0,000 100 DEKK a0, 000 TO.5
Diners Club Nordic A/S, Oslo 25,100 100 NOK 28,000 T0.0
Scandinavian Acro Engine Services AB, Stockhohn 450,000 7h SEK 45,000 45.0
Scandinavian Mult Access Systems AB, Stockholm 190,000 a5 SEK 18,000 19.5
Scandinavian Airlines Data Holding A /S, Copenhagen 300 100 DKK 203,000 16,2
SAS Media Partner AB, Stockbolm 5,000 100 SEK 500 12:3
SAS Ejendom A /S, Copenhagen 20,000 100 DRK 20,000 11.6
SAS Capital BV, Rotterdam 501 100 NLG 2,500 7
Bromma Trvck AB, Stockholm 9,000 100 S5EK GO0 1.8
Danair A/S, Copenhagen 1,710 57 DKK 1,710 Il
Travel Management Group Norway A/8, Oslo 50,000 100 NOK 5,000 !
SAS Trading Helding A /S, Copenhagen 300 100 DKK 300 0.9
SAS Qil Denmark A/S, Copenhagen 300 100 DRK 300 0.3
SAS Carge Center A/S, Copenhagen 300 100 DKK 300

Other

Total shares and participations in subsidiaries

The wholly ewned subsidiaries Seandinavian Aidines Systen of Novth America e, and SAS France S0 with a combined book value of 14, are divectly included in the accounis

af the SAS Consortium
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Note 16, continued Number ol Percent Par value Book
shares holding in 000s value
Affiliated compranies
Gronlandsfly A¢S, Godihiab 219 B DKK 0,000
Polvgon Insurance Co. Ltd., Guernsey HhH256,810 23 GBP 5820
Jetpak AB. Stockholm 50 SEK 2.500 s
Scandinavian Info Link AB, Stockholm B 34 SER 10,533 i
Copenhagen Excursions A /S, Copenhagen 29 24.5 DKK 294 1.0
Scanator AB, Stackholm 500 1] SEK 50 0.1
Other 0.2
Total, affiliated companies 7
Other companies
Norwegian Show Case A/S, Oslo ATk 9 NOK 3,750 5.4
Dar-es-Salaam Awport Handling Co. Lid., Dar-es-Salaam 27.000 15 FAS 2.700 1.4
Amadeus Marketing S.AL, Madrid 17.800 8 Prs 178,000 1.0
Airline Tariff Publishing Company, Washington D.€ i 4.2 UsD 18 0.4
Other 10.1
Fotal other companies 18.3
T'otal other stocks and participations 6.0
SAS Group
Shaves and pariicipateons
Coronado A /S, Oslo! 699,999 19.9 NOK 147,000 1367
Copenhagen International Hotels K¢S, Copenhagen - 11.3 DEKK 154,300 973
Continental Airlines Holdings Ine” 7.303.000 16.8 LIS 735,030 0.0
Other 1.8
SAS Consortiun’s shareholdings in other companies 18.3
Total 2641

'SAS Intemational Totels has signed an option agreement with Coronado Holding B3, the Netherlands and the parent company Fastighets AB Coronado, Sweden, regarding its

apEr

shareholding in Coronado - Novway, Under this ag
addition of annual intevest of 7.4 percent, from January 1, T until December

“The market value of SAS™ shares in Continental Airines Holding< Inc. totaled 20,3 on December 31, 1941

sement; SAS Inrernational Hotels can transber the shaves 1o the above-named companies at a price ol 147 MNOK with the
k. TGS

Book value
in SAS Group

Affiliated companies owned by other Growp companies
Satson Holdings B V.

LanChile §.A,

Airlines of Britain Holdings PLC (ABH), Derby
Aviatowr Gruppo S.p.A

Spanair S.AL Madrid

SIHSKA AZS, Copenhagen

Tenerife Sol S.A.

SAS Casinos Derunark A/S/Casine Copenhagen K75
SAS Palais Hatel AG

Aviation Holdings PLC

Lowvelomat (.Y

Cluby de Vacaciones 5.A.

Plusresor AB

400
095,089,014
14,997,512

7,200,000
367,500
17,720
25,000
500

1.000
249,411,600
500

1,700

165

40 USD
AT LUSD
24.9 GBP
32 I'T1
49 ESD
20 DKK
a0 LESHB
50 DKK
20 ALS
26.78 LSh
50 FIM
16.7 LSB
43 SEK

500,000 940.0
36,151 21401
3,734 188.5
7,200,000 39.0
367.500 29.5
17,720 0
230,000 159
500 15.6
1,000 s
2,041 0
5,000 7.4
HiA

165 34

Altiliated companics owned by other Group companics ave net included in the SAS Group’s book value of shares and participations, These are reported together with the SAS

Consortium’s attilinied companies as equity in atfilisted companies, see Note 17,
Excluding sharcholding reserves,
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Note 17 - Equity in affiliated companies

SAS Group 1991 1990
Saison Holdings BV, 940 2,987
LanChile S.A. 210 178
Airlines of Britain Holdings PLC (ABH) 189 209
Polyaon Insurance Company Lid. 82 89
Grgnlandsfly A/S 46 46
Aviatour Gruppo S.p.A. 39 34
Spanair S.A. 30 20
STHSKEA A/S 0 14
SAS Casinos Denmark A/S/ Casino Copenbagen K8 14 I
Tenerife Sol S.A. 14 30
SAS Palais Hotel AG 13

Aviation Haoldings PLC 0 148
Asiana Catering Inc. 10 =
Toivelomat (LY. T 1
International Service Partner Inc. 5 6
Club de Vacaciones 5.4, 4 4
Kohenhavns Luflthavns Forretningscenter K/5 3 1
Plusresor AR 3 1
Amadeus - 81
TMEG Sverige AB - 13
Other 6 10
Shareholding reserve -174 -226
Total 1,441 3,408

Equity in affiliated companies includes acquired goodwill in ABH, writ-
ten down to 143 (165).

Suison Holdings B.V. s annual réport is prepared in accordance with
LK. GAAP,

In addition to the year's share ol income after taxes and minority
shares, totaling —553, the value of equity has been affected by currency
exchange differences of ~ 126 and a write-down of 1,168 1o the antici-
pated value in connection with a sale of the shares

In accordance with UK. GAAP, Saison Holdings B.V. makes no de-
preciation of buildings and long-term leasing contracts. From 1041
depreciation of these assets is charged against the SAS Group’s income
in the amount of 75 ().

Note 21 - Fixed assets

Note 18 — Goodwill and other intangible assets
SAS Group  SAS Consortium

1991 1996 1991 1990
Consolidated goodwill 229 235
Development costs 37 20 - 19
Other mtangible assets 195 218 178 203
Tatal 461 533 178 252

Other intangible assets include the net book value of a non-recurring
payment made for access to and user-rights or the terminal at Newark
Airport outside New York amaunting to 70 (80), and for the coopera-
tion agreement with Continental Aivlines, 108 (123).

Development costs carried forward from December 31, 1990 were
written down by 49 in the SAS Group and m the SAS Consortiun.

Note 19 - Long-term accounts receivable, subsidiaries and
affiliated companies

SAS Consortium 1991 1990
SAS Commuter 533
SAS Internatonal Hotels A/S 469
SAS Leisure AB 447
SAS Flight Academy AB 350
Diners Club Nordic A/S 150
Scandinavian Aero Engine Services AD 94 16
SAS Data Denmark A/S 34 -
SAS Data Sverige AB 30 40
Scandinavian Multl Access Svstems AB 30 25
SAS Data Norge A/S 21

5 Ol Denuark A /S 14 14
SAS Media Partner AB 5 8
SAS Halding B.V. - 36
SAS Trading Holding A/S - 3
Other 9 s
Taotal 2,186 1.050
Note 20 - Long-term advance payments to suppliers
SAS Consortiwm 1991 1990
Boeing (B-707) 188 HAT
McDonnell Douglas (MD-80) 537 829
Fokker (F-50) - a8
Other {engines) 3 5
Total 728 1,402

In the SAS Group, an additional 30 (50) pertained to long-term advance
payments to SAS Group subsidiaries.

Cost Accumulated depreciation Book value

SAS Group 1991 1990 1991 1940 1991 1890
Construction in progress 344 459 - - 344 454
Airerafi! 16,717 : 1,989 1,984 14,728 11,360
Spare engines and spare parts 1,180 281 539 899 L000
Maintenance and amerafl

servicing equipment 558 529 384 328 174 201
Other equipment and vehicles 4,372 4,104 2,569 208 1,803 1,846
Buildings and improvements 3,693 3,007 733 608 2,960 2,489
Land and land improvements 225 202 3 & 222 199
Total 27,089 2e,2 74 5,959 5,720 21,130 17,554




Note 21, continued Cost Accumulated depreciation Book value

SAS Consorthum 1991 1990 1991 1990 1991 1980
Construction in progress® 132 162 - 132 162
Atreraft 15,483 11,978 1,875 1,910 13,608 10,068
Spare engines and spare parts 777 1,160 224 507 b33 655
Maintenance and airerall servicing equipment 474 457 341 301 133 156
Other equipment and vehicles 1.064 1,777 677 1,207 387 570
Buildings and improvemenis 1.480 1,555 326 264 1,154 1,131
Land and land improvements 83 70 3 3 30 67
Total 19,493 16,9949 3.446 1.192 16,047 12,807

Ineludes aiveraft covered by purchase options amounting to 4146

Iranster of capitalized intevest to aiveraft amounted to 28 of capitalized witerest

inchuded on January 1, 1997, 101

Changes in the book value of aiveraflt in the SAS Consortium were as

follows:

Cost, December 31, 1990 11,978

Investments 3,993

Sale 1991 ~BE88

Accumulated capitalized intevest (Jan. 1, 1991) 275

Capitalized interest in 1991 125 15,483
Accumulated deprecration,

December 31, 1990 1,910

Depreciation 1991 331

Reversal of depreciation upon sale of

atrcraft, 1991 Sl

Accumulated depreciation on

capitalized interest (Jan. 1, 1991) 5 L85

Book value
December 31, 1991

The insurance value of the aireralt was 21,363 on December 31, 1891

This includes the insurance value of leased aireraft in the amount of

1,283.
Of the year's aireraft acquisitions, 14 (1990: 17) MD-80s and 0 (5)

Note 23 - Bond issues
The SAS Consortiun’s bond issues totaled 8,840 (9,889). Issues are in
the following amounts and currencies:

SAS Consortium 1991 1990
USD LS. dollars 3,428 4,758
ECU  Luropean Currency Linit 743 770
NOK Norwegian kronor 622 912
CHF  Swiss trancs 1,236 1,320
JPY  Japanese yen 1,347 555
SEK  Swedish kronor 211 240
LU Luxembourg francs 71 73
DKK  Danish kroner 470 187
FREF  Irench francs 712 774
8,840 0,889
Less: redemption in 1992 and 1891, respectively -10 —745
Total 8,830 9,144
The SAS Group also has:
DKK  Danish krone 14
Total 8.844 9,144

SAS's own bonds totaling 719 were purchased in 1991 and are netted
under this balance sheet item.

Specification of individual issues:
SAS Consortium

Outstanding

Interest debt in

B-767s were acquired formally through 10-15-year leasing contracts. Issued amount rate % Tenor MSEK
On behalf of the SAS Consortiunm, a number of banks have agreed to 150 M Swailiahi ko 11.500 =004 a0
pay all aceruing leasing fees and an agreed residual value at the expiry of 2;1()&[ Norwesian kronor 10”] 97 S 9:‘%‘)
each leasing period for 15 MD-80s. The SAS Consortium has irrevoca- 100 M I‘,u}'np‘i\rl Currency Unit ().(;(TJ-U ;1:,
bly reimbursed the banks for these payments. The combined nominal 150 M U ‘i.(lullxn‘s I*E)l123 .',.,)'1
value of the banks’ payment commiunent on behalt of the SAS Consor- 0 4 1 17;\"ei'nlmuqu feanics 7".57;) Ty
tium was approximately 2,010 (2,137) on December 31, 1991, 100 '\[ ir ‘\ .xlull;nsA ; 7“] u\,—.} A8 /08 567
With regard to 20 (7) other leased aiveralt, the terms of the leasing 50 \1 IH ('1“”1”_:‘ l()'(i:z;] E‘E\'[]?\‘ :JTH
contracts (especially pertaining to SAS’s purchase options during the ;F(I(J \ ]’.i";'ﬁt‘l: ﬁ“;!“ (,j"):,)('J é;f}'_-'f.](-) %l‘)
contract period and at the termination of the leasing contract, as well as 900 \I U.S. dollars li)j;);]() 8;}.."£l;l “M;
the financial risk regarding the value of the aireralt) are such that the 900 M L':S: d””;:“Q g 195 H(L-"El‘{i 985
agreement, from SAS’s point of view, is comparable to a purchase. 100 M S\-viisrlreuu's ;—)‘U(ﬂm 80 /01 419
The acquisition value of the new aircraft amounted to 2,044, The 35 60 M S\\-i;.;, fiamte ti‘ 195 b‘J a9 —11;
(22) aiveraft are reported at 5,732 (4,036) in the Balance Sheet. ]()[.) M Swi‘\.\‘ [‘r:m(:s 7'[)“;'} ('E)’__,bh 119
The SAS Consortium’s aiveralt fleet can be specified as follows: 500 M i);.urnésh LEBhEE ?]:UUO E_m': 00 470
1991 1090 500 M Norwegian kronor 10.750 90 /95 390
e . e 200 M Swedish kronor 14.000 90/00 181
(‘)wm)d -~ I’S:‘G h”:pf. 5.000 M Japanese yen 7.000 G098 178
Formally leased (paid) L LBRE 96 000 M Japanese yen 60921 90797 362
i lensed 5,898 2150 10,000 M Japanese yen 6100 91701 565
Book value 13,608 10,343 10,000 M Japanese yen (FRN) variable  91/96 142
Total 2840

Note 22 - Unearned transportation revenue, net The SAS Group also has:
Unearned transportation revenue consists of sold, but unutilized tick- 15 M Danish kroner 11.000 87,98 14
cts. See p. 33, Tratfic vevenue. Total Q854

[he reserve for uncarned transportation revenue is estimated at 270
(2207 on December 31, 1991,
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Note 23, continued

Note 25 — Other long-term debt

Bond issues are due for redenmption as follows: SAS Group 1991 19490
izgi 9;2 PRI 41 19
St = Other pension commitments 431 244
1944 81 - _ L,
1995 and thereafter 3.521 UelE it e i W
o i L Acerued currency exchange gain 72 |40
Tatal R854 Other liabilities 1,458 897
Note 24 — Other loans Lol 2,223 1,647
The SAS Group’s other long-term loans amount to 8,4 ’a(} (H,147), ol NG e e 1991 1960
which the SAS Consortium accounts for 7,624 (5.364). The loans arve : =
denominated in currencies as follows: QIE“’Y l“'”_-"i_“:“ commitments 395 =
SAS Group  SAS Consortin Othier labilities 245 300
1991 1990 1991 1990 Total 640 200
ATS  Austrian schillings 13 143 "See Note 1oregarding changed accounting principles for the SAS Consortium, Pension
NOK Norwegian kronor 41 cammitments were previously reported as contingent liabiliies.
DKK Danish kronen 46 4+ 1 The Pension Registration Instituie (PRI is a non-profit service organi-
SEK  Swedish kronor 33 27 37 zation that manages emplovee pension plans.
JPY  Japanese yen 2,000 1.801 1.962 1,782 Deferred taxes are attributable to subsidiaries’ reserves and are calcu-
DEM German marks 260 28 102 Lated in accordance with the full-tax method (ealculaied tax on alloca-
BEF  Belgian francs 215 216 tions).
NLCG Dutch guilders 50 473 50 50 Acerued currency exchange gains as of Januwary 1, TH8E are allocated
GBP British pounds 2.161 2,249 2,098 2,185 over the average maturity of the loans.
LISD US dollars 2,731 1,317 2,614 L
ECU Furopean Currency Unit 1,028 816 Note 26 - Subordinated debenture loan
CHIEF Swiss francs 321 321 A perpetual 200 million Swiss [rane subordinated loan was floated dur-
Other 5 ing the 1985 /86 fiscal year. There is no set maturity date on the loan,
Cetil 8,886 65,179 7,964 5,381 The S\‘s Comsortinm has the exclusive vight to terminate the loan once
Less: repayients in 1002 every five years, ’l'hf" interest rate, fixed for periods of 10 years, at
and |99i,rl'v.\'])(‘('li\'(‘l} -436 39 ~340 9 present amounts 1o H f;'/-i percent p.a,
Teotal 8450 4,147 7.624 H,364

The above loans have been partly subject to currency swap agreements
The loans for the Consortivm mature as follows:

1592 340
1993 78
1994 132
1995 and therealter 7014
Total 7.964

Fhe SAS Consortium’s Other loans included FAGT (GBP) which was veported among
Other long-term debt in 1990

Note 27 — Equity

Paid-in Restricted Unrestricred Year's Total
SAS Group capital reserves reseTves profil equity
December 31, 1990 10,011 1,399 555 —866 11,087
Income 1990 -716 —150 8656
Reversal of restricted reserves =764 769
Change in translation ditference —29 ~64 43
Other! -8 27 —55
Income 1991 —1,350 -1,3%0
December 31, 1991 9,295 593 1,081 ~1,330 9,639
SAS Consortium
December 31, 1990 0,658 638 9,000
Change in accounting principles®
= Currency exchange reserve 135 135
= Capitalized miterest 376 376
— Pension lability —229 =229
Income 1950 638 Ha8
Income 1941 —B2H 828
December 31, 1991 9,282 ~828 8,454

Inchides the effect of changed Group stracture. “See Note |
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Note 27, continued
The following specifications show the difference between Equity and Income in the SAS Group and the SAS Consortium, resulting from different
decounting principles for subsidiaries and alfiliated companies.

Equity Income

Equity in the SAS Consortium 8,454  Income after extraordinary items in SAS Consortium -828

Difference between equity/Consortium’s Reversal of write-down of shiares in subsidiaries

book value of shares in subsidiaries 804 and capital losses on shares in subsidiaries, et 1,863

Differences between equity share Zwquisition value Income before extraordinary items in subsidiaries —1.051

ol affiliated companies owned divectly by the Consortium 63 Extraordinary items in subsidiaries —1.,238

Equity in the Commuter and Scanair Consortia 318 Share of meome in affiliated companies owned directly

o T 5 by the Consortium ~:2

Fotal equity in SAS 9,639 : RSO ‘ . ’ -

- Income m the Commuter and Seananr Consortia 7y

Income before taxes in the SAS Group -1,223
Taxes in subsidiaries and affiliated companies -490
Minority interests <17
Income before taxes attributable to the SAS Consortium -1.330

Note 28 — Assets pledged
SAS Group  SAS Consortium

1991 1990 1991 1950
Mortgages in real estate 719 518 -
Corporate mortgages 15 15 - -
Receivables 42 37 31 1
Securities on deposit 11 21 - =
Total 787 H91 31 Il

Note 29 - Contingent liabilities
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SAS Group  SAS Consortium In addition to these contingent liabilities, certain commitments which
1991 1960 1991 1990 could reach 82 (69) have been made formally through leasing agree-
- . g nients i connection with the acquisition of airerafl. (See Note 21,
I'ravel guaranties - 441 426 e . . ! e ' : . -
. ; (g SAS s also responsible for due payment for formally leased airerali
Other contingent liabilities I N | V
Sadia according to Note 21,
for subsidiaries = - 372 - ! bl : _ i ! :
1991 contingent liabihties include 208 {20 MGBP) as a guarantee fon
Fotal contingent liabilities a credit [acility on behalt of Airlines of Britain Holdings,
for subsidiaries = 813 426 Contingent labilities include @ gross amount of 339 (127 al-
S g o . e o 915 : i : i
Contingent liabilities, others 892 el 657 215 tributable to swap transactions in foreign currencies for loans where the
Pension commitments’ = = = 22h currency swapped to has a lower value than the original loan.
TR 892 687 1,470 870 The SAS Consortium’s contingent liabilities include a guarantee pro-

: ; 7 T e vided in connection with the takeover of properties from DNL
Pension cammitments previously reported under contingent Liabilitiey inthe SAS Con-

sortiam hive been hooked as a liabiliy,

AUDITORS’ REPORT

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

We have audited the Financial Statements of the SAS Group and the In our opinion the Financial Statements present fairly the financial
SAS Consartim for 1991, Our audit has been performed according to position of the SAS Group and the SAS Consortium on December 31,
generally accepted auditing standards. 1991, and the results of their operations for the fiscal year then ended,

The Financial Statements of the SAS Group and the SAS Consortium  inaccordance with the principles deseribed above,
ave based upon the accounting principles deseribed in the section of the
Amnual Report entitled “Significant Valuation and Aceounting Princi-
ples.”
Stockholm, Mareh 19, 1992
ARNE BRENDSTRUP BERNTEARD LyNGs1aD Rotann NILSsON

O1+ KOEFOED O1AY REVIIEIM SOREN WIKSTROM

Authorized Public Accountants
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FINANCIAL SUMMARY

TRAFFIC/PRODUCTION 1991 1940 1989 1988 1987"
Number of cities served 82 8h 81 74 82
Kilometers [lown, scheduled (millions) 190.7 188.1 1694 152.9 138.9
Total airborne howurs (000) 286.6 298.5 268.3 24 3.7 221.2
Total numbers ol passengers carried (000) 13,949 14,962 14,005 13,541 12,662
Available tonne kilometers, total (millions) 3.074.4 3.278.4 3.060.4 27074 2,444 .2
Available tonne km, charter .5 12.0 102 10.9 17.0
Available tonne ki, scheduled 3,066.9 3,266.41 3.050.2 26586.5 2427.8
Revenue tonne km, scheduled (millions) 1,847.2 2.002.9 1,876.5 b TR L5976
Passengers and excess haggage 1,394.5 1.511.5 1,396.0 1,269.0 1,168.3
Ireight 406.4 429.8 4551 34971 380.3
Mail 46.3 A8.6 57 53.6 19.0
Total load factor, scheduled (%) 60.2 1.3 61.5 63.8 6H5.8
Available seat km, scheduled (millions) 24,317 25,475 23,320 20,941 169.019
Revenue seat km, scheduled {millions) 15,416 16,193 15,2249 14027 15207
Cabin factor, scheduled (%) 63.4 64.7 655 67.0 30,4
Average passenger trip length (km) 1,108 1,102 1,087 1.053 15
Traffic revenuc/revenue tonne kim (SEK) 10.52 9.26 882 8.76 4,50
Airline oper. expense/avail. tonne ki (SER) 6.45 390 5.50 540 547
Revenue tonne ki /emplovee, scheduled 99,300 49,000 90,000 84,400 77.8900
Revenue passenger km/employvee, scheduled 828.800 515,300 730,400 688,400 644,000
GROUP, MSEK
INCOME STATEMENTS
Revenue 32,286 %1 ,883 28,786 27,850 24 984
Operating income hefore depreciation 2,917 2,011 2.65H8 2,681 1,850
Depreciation, etc. 1,338 1,362 1,414 1. 1574 995
Financial items, net -882 —258 98 150 368
Share of income in alfiliated companies -819 —156 83 127 92
Gain on the sale of lixed assets, ele. 313 701 977 14908 S
Unusual items - —808 = = =
Income before extraordindary items -9 38 2,206 3,690 1.689
Extraordinary items ~1,214 —801 — - -
Income belore taxes -1,223 —763 2,206 5,640 1,689
STATEMENTS OF CHANGES IN FINANCIAL POSITION N -
Net financing from the vear's operations 1,362 1,130 L.550 1.835 2,559
Investments, total -5,197 -5,651 —9.922 —3. 958 ~3.403
Sale of fixed assets, elc. 1,591 1,791 1877 1,939 1.065
Financing deficit/surplus -2,244 =3 530 —5,495 =12) 151
Capital infusion from parent Conpanics - 305 1.750 - 1,050
Net borrowings 227 6.921 3,804 2.847 244
Change in liquid funds -2,017 4,196 =941 2,926 1,525
BALANCE SHEETS
Liquid funds 9,371 11,388 6.892 7,833 5,107
Current assets, other 6,289 6,362 7,590 H:297 1,692
TFixed assets! 24,854 24 9G5 21,245 12,955 10,149
Current Labilitics 10,471 12,805 11,508 9,200 6,852
Long-term debt® 20,404 18,113 12,042 7,608 3,372
Lquity 9,639 11,007 i i 9,187 6,724
Total assets 40,514 42.015 25,927 26,085 19,948
KEY RATIOS
Gross profit margin (GOP), % 8 6 10 11 8
Net profit margin, % = = 4 7 5
Return on capital employed, % i 6 0] 15 13
Equity /assets ratio, % 25 b 36 a8 36

a2



SAS CONSORTIUM®*, MSEK

INCOME STATEMENTS 1991 1990 1989 1988 19874
[raltfic revenue 18,599 18,170 16,289 15:528 14,179
Other operating revenue 3,741 4,229 4220 5.984 3.5681
Operating revenue 22,340 29 560 20,509 19,511 17,760
Operating income belore depreciation 1.676 1,406 2077 2155 1,344
Depreciation, cte. 748 914 1,062 808 730
Financial items. net -383 —474 156 23 190
Gain on the sale of fixed assets, ete. -1.666 918 289 965 319
Unasual items 269 —768 = = —
Income before extraordinary iteins -852 163 1,460 2,955 Lol 25
Extraordinary items 24 -801 = o =
Income belore allocations and taxes -828 —658 1,460 2,865 1,123
STATEMENTS OF CHANGES IN FINANCIAL POSITION

Net linancing from the vear’'s operations 1.151 419 1,060 1,906 2,049
Investments in light equipment -4,061 -3.724 1,074 ~1,62%2 ~1,694
Investments, other -177 967 ~1,65H0 —1.2896 ~1,100
Sale of fixed assets, ete. 1,970 3.026 900 673 1,008
Financing deficit/surplus -1,117 1,246 3,764 —339 263
Capital infusion [rom parent companies — 1,750 — 1,050
Ner borrowings -851 6,004 2,406 1,798 L0
Change in liquid funds -1,968 4848 3492 1,454 1414
BALANCE SHEETS

Liquid funds 8,696 10,6061 5,816 3,065
Current assets, other 4,437 6,754 7,842 3. 275
Fixed assets 21,305 17,434 15,764 8,374
Current liabilities 8,067 10010 8,048 1,641
Long-term debt 17,917 15,687 10,150 1,954
Equity and reserves 8,454 9,135 10,274 6,017
Total assets 34,438 94,852 20422 20,718 15,612
KEY RATIOS

Gross profit margin (GOP), % 8 (B L1 11 8
Net prolit margin, % 4 ~ 6 7 5
Return on capital emploved, % 10 7 11 16 12
Fquity fassets ratio, % 24 203 35 38 49
PERSONNEL (average)

Consortium 19,190 2(),820 20,290 2(),850 20,840
Group 38,940 40,830 39,060 36,150 34,900

Iieluding restricted account balanees,
S Including minority interests,

" Reters to Lh-month period, 198G /87,

CThe SAS Consortom mcluces the Group Management, SAS Aeline, SAS Tradimg aned SAS joint-Group.
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OWNERSHIP STRUCTURE

OWNERSHIP STRUCTURE

PRIVATE
SHARE-
HOLDERS

50% 50%
\

DANISH
STATE

NORWEGIAN
STATE

DDL*

0

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

SAS Airline

SAS AFFILIATES

SAS CONSORTIUM

SAS Trading
SAS joint-Groupl

Spanair (49%)

Saison Holdings (40%) 2
Polygon Insurance (33%)
Grgnlandsfly (37.5%)

LanChile (37%)

Aviation Holdings (26.78%)
Airlines of Britain

Holdings (24.9%)

Others

Others

2 Letter of intent regarding sale in 1992

The three national carriers Det Danske Luftlartselskab A /S
(DDL), Det Norske Luftfartselskap A /S (DNL), and AB Aero-
transport (ABA) are the parent companies of the SAS Consor-
tum. The parent companies have transferred responsibility to
the SAS Consortium for scheduled air transport, and o
Scanair for charter air services. A third consortium, SAS Coni-
muter, is a production unit for the SAS Consortiwmn. The cur-
rent consortinm agreement will run until December 31, 2005,

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

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

The consortia’s highest decision-making body is the Assem-
bly of Representatives, comprising the parent companies’

boards of directors. The Assembly ol Representatives appoints

SAS SUBSIDIARIES

SAS International Hotels
SAS Service Partner

SAS Leisure
Diners Club Nordic
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PRIVATE
SHARE-
HOLDERS

SWEDISH
STATE

50% -

SCANAIR**
CONSORTIUM

SAS COMMUTER* **
CONSORTIUM

1 SAS Finance
Group Management
Joint-Group costs

the consortia’s hoards of directors, approves the [inancial
statements, and decides on the amount of profit to be trans-
[erred from the consortia to the parent companies.
Respounsibility for overall operations rests with the Chiel
Executive of the SAS Group. SAS Commuter is managed with-
in the ramework of SAS Airline. Scanair is a profit center of

SAS Leisure.

Capital and Taxes
The consortia’s equity is made up of the capital account, whieh
consists of funds contributed by the parvent companies and
surpluses retained in operations, The capital account can only
be increased through contributions from the parent compa-
nies.

The consortia are not tax-paying entities. The parent com-

panies make allocations for tax purposes and pay taxes on



their share ol the consortia’s profits in accordance with their
respective national regulations, The consortia’s subsidiaries

pay taxes in their respective countries.

DDL (Det Danske Luftfartselskab A/S)

DDL’s primary business surrounds its shareholdings in the
consortia SAS, Scanair and SAS Commuter, and related capi-
tal management, In addition, DDL owns hangars, repair shops
and warchouses at Copenhagen Airport, which are leased (o
SAS on a commercial basis. Annual revenues from these oper-
ations amount to voughly 13 MDKK, IDDI. also owns the site
on which the 5AS Roval Hotel is located in Copenhagen.

Fifty percent of the company’s shares are owned by the
Danish government. O the remainder, 21 percent is regis-
tered in the shareholders” names. DDILCs shares are listed on
the Copenhagen Stock Exchange.

DDIs shave capital totaled 50.8 MDKK at year-end 1G91.

DNL (Det Norske Luftfartselskap A/S)
DNILs eperations primarily concern its sharcholdings in the
three consortia, and related capital management. At the end of
1991, DNL sold the major part of its properties in the form of
repair shops, hangars and offices in Oslo, Bodg, Bergen and
Tromse to SAS for a capital gain of 203 MNOK.

DNL’s shares arve divided into equal numbers of A and B
shares. All A-shares are owned by the Norwegian government,

while B-shares are owned by private investors and traded on

DDL
SHARE PRICE TREND
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the Oslo Stock Exchange. Approximately 12 percent of DNL’s
shares are held by [oreign investors.
DNL's share capital amounted to 314.5 MNOK at vear-end

180,

ABA (AB Aerotransport)

In addition to the air transport services ABA conducts
through its shareholdings in the three consortia, ABA owns 50
percent of Linjeflyg and 25 percent of Swedair. In February
1992, a letter of intent was signed with Bilspedition AD and
ABA for the acquisition of 51 percent of the shares in Linje-
flvg. Following this acquisition, SAS will own 51 percent and
ABA 49 percent ol the shares.

ABA also conducts its own real estate and capital manage-
ment activities, as well as printing operations through its affili-
ated companies Grafon AB, owned equally by ABA, Bonniers
and Esselie, and Sormlands Grafiska AB, owned equally by
ABA, Bonniers and Gralon.

The Swedish government owns 50 percent ol ABA's shares.
The other hall is owned by SILA (Svensk Interkontinental
Laufltirafik AB), which is listed on the Stockholm Stock Ex-
change. Major sharcholders in SILA include listed companics
such as ITnvestor, Incentive, Volvo and Stora, as well as LO (the
Swedish Trade Union Conlederation), Folksam Insurance
Company, mutual [unds and other institutions.

352.5 MSE

SILA’s share capital amounted to

1991,

K at vear-end

SILA
SHARE PRICE TREND

| |

s wn 86 87 B8 89 90 9

‘n"ul

|
ll\lli SI.A share price
General index
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SCANAIR CONSORTIUM
STATEMENT OF INCOME

SAS COMMUTER CONSORTIUM
STATEMENT OF INCOME

1990

MSEK 1991 1990  MSEK 1991

Operating revenue 1,519 1,550 Operating revenue 513 383
Operating expenses 1,533 1.600  Operating expenses 584 —388
Operating income hefore depreciation -14 =50 Operating income before depreciation 124 55
Depreciation 23 17 Depreciation 20 2
Operating income after depreciation -37 67  Operaung income alter depreciation 109 -57
Net linancial items 8 23 Net hinancial items -50 25
Income before extraordinary items -29 —44  Income before exoraordinary items 59 —539
SCANAIR CONSORTIUM SAS COMMUTER CONSORTIUM

BALANCE SHEET BALANCE SHEET

MSEK 1991 1990  MSEK 1991 1990
Liquid funds 25 16 Liquid funds 41 14
Other current assets 203 299 Other current assets 13 12
Total current assets 228 315 lLowal current assets h4 26
Fixed assets 98 106 Fixed assets 819 834
Total assets 326 421 Total assets 873 860
Current liabilities 290 354 Current habilities 58 582
Long-term debt - 1 Long-tenn debt 533 56
Equity 36 66 Equity 282 222
Total liabilities and equity 326 421 Total habilities and equity 873 860

The Scanair Consortium

Scanair, which is part of SAS Leisure, is the largest charter
aitline in the Nordic countries. Scanair conducts traffic pri-
marily from Sweden and Norway mainly to destinations
around the Mediterranean and to the Canary Islands.

Seanair’s fleet consists of six DC—10—-10s, two of which were
leased out during 1991, The fleet was complemented during
the year by two MD=83s leased in from SAS and by leased
marginal capacity from SAS at weekends.

The charter marker in 1991 was aflected by the war in the
Middle East. A dramatic fall in demand in the spring, resulted
in Scanair reducing its fleet of DC=10s by two aircrafi. De-
mand recovered again after the end of the war. Additional
MD-83 capacity gave greater tlexibility and an increased share
ol the Scandinavian charter market.

Scanair's sales totaled 1,519 MSEK (1,550), of which char-

ter air services accounted for 74 percent. Inflight sales and

a6

leasing revenues accounted for the remainder. Income before
extraordinary items amounted to —29 MSERK (=44). The in-
come loss resulting from the Gull War is estmated at 70

MSEK.

The SAS Commuter Consortium

SAS Commuter is a production company which conducts ain
transport on behall of SAS in Scandinavia and northern Eu-
rope. The tralfic program is handled by a a fleet of 20 Fokker
50s. Thirteen of these aircraft were used in Eurol.ink, a south-
ern traffic system based in Copenhagen, while the remaining
seven planes were used in NorLink, a northern system based in
Tromsg, Norway.

Approximately 45,000 flights carrving a total of 1,180,000
passengers were carvied out during the year, Operating rev-
enue totaled 513 MSEK (333). Income bhelore extraordinary

items amounted to 59 MSER (=52).
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BOARD OF DIRECTORS

Por Monirsiond, Curl Nicolm, Tag

Curt Nicotiy born 1921, Hon. Dr. Eng. Chairman ol SASs
Board 1991, Swedish Chairman ol SAS’s Board since 1973 and
Chairman of ABA's executive commitlee, as representative of the
private Swedish owners, and Chairman of the Board of SILA.
Chairman of the Board of Incentive. Member of the Boards of
numerous companies and organizations.

Personal Depraty: Peter Wallenberg,

Tor MoUrRSUND born 1927, Supreme Court Attorney. First Viee
Chairnun of SAS’s Board 1991, Norwegian Chairman of 5AS’s
Board since 1983 and Chairman ol the Board of DNL, as repre-
sentative of the Norwegian Government. Member of the Boards
of numerous Norwegian companies.

Personal Deputy: Ragnar Christéansen .

Tack ANDERSEN born 1927, Sccond Vice Chanman of SAS'S
Board 1941, Danish Chairman of SAS's Board since 1990 and
Chairman of DDIL’s Board, as representative of the private Danish
owners. Former Chairman of management at Den Danske Bank.
Member of the Boards of several Danish companies.

Personal Deputy: Pool Hijell.

Bjorx Eibrat born 1942, Supreme Couwrt Attornev. Member of

SAS’s Board since 1983 and Vice Chairman of DNLs Board, as
representative ol the private Norwegian owners. Senior Vice Pres-
ident of Fred. Olsen & Co. Chairman of the Boards of Norges

Handcls-og
the Boards of Ganger Roll, Bonheur and Harland & WeolfT.
Personal Deputy: Mads Henry Andencs.

Sjefartstidende and Widerge's Airlines. Member of

48

AW

Ingoar Lilletun, Leif Christoffersen; Kvester Wackman, Ralf Frick, Junw Carlzon, Lars P Gammelgaard, Bjovn Eidem,

ol
Andersen,

Member of SAS's
Board since 1991 and Vice Chanman of DDLs Beard, as repre-

Lars P GaMMELGAARD bhorn 1945, B, Pol. Sc.
sentative of the Danish Government. Chaivman ol the Danish

Conservative Party and member ol the Danish  parliament

(Folketinget) since 1979, Minister of Fishing 1986-849.
Peysonal Deputy: Jimmy Stedir.

X
3

Krister WickMay born 1924, LLB and Phol. Member of SAS's
Board sinee 1974 and Chairman of ABA’s Board, as representa-
the National

Chanmman of the

President of
Swedish 1981-90.
Swedish Authors Foundation and Obligationsframjandet. Mem-
ber ol the Boards of AGA, Spectra-Physics, Nordic PCN and VPO

(the Swedish Securities Register Center).

tive of the Swedish Government,

Pension Insurance Fund

Peysonal Deputy: Bengt Dennis.

Employee Representatives

Ralk FrRick born 1931, Member of SAS’s Board since 1986, Em-
ploved m SAS Airline Sweden.

Deputies: Flarry Sillfors and Leif Kindert.

INGVAR LILLETUN born 1938 Member of SAS's Board smee 1979
Emploved in SAS Airline Norway
Deputies: Randi Kile and Soein Vejall.

Lerr CHRISTOFFERSEN born 1946, Member ol SAS's Board since
1991, Emploved in SAS Airline Denmark.
Depruties: 16 fensen and Jens Tholstrufy Hansen.
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