OPERATING INCOME REMAINS UNCHANGED
In spite of weak market growth and lower fares,
the SAS Group's operating income before depre-
ciation was 2,930 MSEK, which is on a level with
the preceding year. Income before taxes amount-

ed to ~743 MSEK (-1,292).

EFFECTIVE ACTION PROGRAM
In 1991/1992 SAS carried out

an action program in its airline

ANNUAL REPORT 1992 operations which reduced

Scandinavian Airlines

costs by more than 3 billion
System

SEK, corresponding to approximate-
ly 14% of operating revenue. A new action pro-
gram of the same dimension was initiated at

year-end 1992,

ACQUISITION OF LINJEFLYG
During the year SAS acquired 51% of the shares
in Linjeflyg, which was completely integrated

with SAS from year-end 1992,

TRAFFIC SYSTEM EXPANSION
During the year SAS focused on regional traffic
in the Baltic area, key business destinations in

Europe, and the Far East.

COOPERATION TALKS
SAS is holding talks with KLM, Swissair and

Austrian Airlines about the possibility of an

extensive strategic cooperation.
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We must
keep the
initiative! The SAS

improved its oper-

Group

ating income to 2,930 MSEK i 1992, However,

income before taxes w K. primarily due 1o
a non-vecurring loss of nearly 1.2 billion SEK caused
by the devaluation of the Swedish krona and the sub-
sequent revaluation of foreign loans.

On the other hand the devaluation had a positive
effect on our asseis, ;1|lhull§_{‘|l we have not made
adjustments for this in the balance sheet. For example
the value of our aireraft alone has risen by 3 hillion
SEK due to the revised exchange rates.

In the long term the devaluation of the Swedish
krona will have a favorable effeet on the operations of
the SAS Group.

SAS is among those European airlines which took
an early initiative to adjust to meet deregulation in

Eurepe. These adjustments arve taking place both

internally and externally. Internally it’s a question of

reducing unit costs at least in step with the fall in yields
resulting from price competition in a devegulated mar-
ket. We simply have 1o get down te a break-even level
for cach flight where we can meet the tough competi-

ive American and Asian car-

tion from the cost-effe
I‘i(‘l‘h. I“’]l"‘ ill’l)ii('.‘! £3) h‘\‘* il;‘“] ll“ ('EI]PI' }':lll'“llf"““ Hil'*
lines secking profitability in the devegulated civil avia-
tion market.

By vear-end 1995 SAS™s costs must be 40 to 509
lower than at the end of 1990 when SAS was the most
result-effective airline in Europe with a break-even
cabin factor of 51% compared with the industry average
of 60% .

The action program SAS has carried out during
the past two vears has veduced controllable costs by
16% . Today we effer a more extensive traflie program
with no loss of gquality. approximately 3 billion SEIK
less in costs and 3.700 fewer emplovees.

The rationalization gains almost mateh the reduced
fares required in the tough competitive climate. So in
spite of adjustments, which have hit the SAS organiza-

tion lard, we have barely managed 1o keep pace with

PRESIDE

falling vields. The entire amount saved has gone hack
to the market: And it will be the same when eompeti-
tion over fares sharpens in the dervegulated Europe.
This s why we are stepping up our adjustment
program. During the next two to three vears we must
inerease the efficiency of our operations by a further

20 to 25%. That’s the limit for what we believe can be

done internally.

In order to achieve SAS’s long-term profitability
targel, we must reduce our unit costs still further. This
can only be achieved through external measures. We
are working to find larger structures which allow
productivity, profitabil-

ity and market presence SAS GROUP

{ MSEK 1992
to merecase Lo secure

Operating revenue 34,445
long-term levels. Operating income
y before depreciation 2,930
It is no secret that
Operating income
for some years SAS has after depreciation 1,395

Income after
depreciation
and net financial items -849

been holding discussions

with other airlines in
Income before

order to establish closer extraordinary items -743

. Income befor xes -
cooperation. before ta 144
Investments 3,338

Back in 1985 SAS
Return on capital

pl‘t'm'nlezcl its wvision of employed, % 8

. Equity/assets ratio, % 21
how the FEuropean mar-
Average number

of employees 40,140+

1([" \\'”“;QI fll‘\'{']“p iﬂ ti”‘
19905, and initiated dia- *dnel, Linjefiva, 7 months
logues  with  potential

partners. We predicted that by 1995 only a handful of
major airlines or joint ventures wounld remain in
Europe, We declared our intention 1o be among them —
to be “One of Five in "95.7 Butin the second hall of the
19805 it was difficult to interest other airlines in a elos-
er partnership. Long-term visions were shadowed by
thriving economies.

The Kuowait erisis in autumn 1990, with a 3009
inerease in fuel prices and a deamatie deeline in airline
traffic. not only painted balance sheets red, it made the
airline industey keenly aware of the need for new cost-
elfective struetures. The imminent devegalation of eivil

aviation in Burope. traffic between EC countries is in

T°'S STATEMENT

1991
32,286

-61

8
1,292
5197

~i

n
o

38,940



PRESIDENT'S STATEMENT

prineiple unrestricted from 1993, also inereased interest.

SAS has survived the crisis vears of the early
19905 considerably better than most ether aivlines.
This is partly due to the early and foreeful action pro
aram, but we are aware of our limitations.

Profitable development when faced with free compe-
tition requires cost-cllective operations. a strong finan-
cial position, a large customer base, presence in sirate-
sie markets and destinations, and finally a good pred-
uct. SAS does not possess all these attributes on s own.

SAS’s problem is primanily the limited passenger
base in Seandinavia and the consequent difficulty in
maintaining a full traffic program. particularly on
intercontinental routes,

Europe’s three major national

in free competition an airline

airlines, British Airways, Lufthansa
and Air France. are prime candi-
dates for survival, in spite of the
serions  profitability  problems cur-
rently being experienced by the lat-
ter two. Inthe next division we find a
number of airlines of roughly equal
size — KLM., Swissair, Iberia. Alitalia

and SAS. They ean take nothing for

these attributes on its own.”

eranted, and neither can the next
aroup of even smaller companies.

SASs soal in ity seavch for pariners has been Lo
join a constellation which can operate a profitable glo-
bal traffic system with strong hubs in Europe and
which meets our basie task of developing serviees to,
from, via and within Scandinavia.

The best alternative is an extensive strategic coopr-
eration with at least two of the medinm-sized compa-
nies or with one of the giants. In our opinion it is more
advantageous for our sharcholders and our home
market for SAS to be an equal pariner in a “fourth
force™ in BEurope rather than a small part of one of the
three major carriers,

In 1990 Swissair, Austvian  Aivlines and 5AS
formed a commercial partmership in the Furopean

Quality Alliance. EQA. This alliance has deepened

“For profitable development

presence in strategic mar-
kets, and a good product.

SAS does not possess all

eradually. The joint traffie system has developed well
and in some markets, such as the Baltic avea. the meni-
her aivlines have a joint organization. Bat the svnergy
effeets of an allianee arve limited in terms of costs and
revenues. The full potential can only be vealized when
the partners have a joint balanee sheet.

The EQA has also proved an excellent platform
from which to approach other potential partners, The
EQA started talks with KLM in 1991, After one inter
ruption., these were renewed and in January 1993 the
four companies announced that cooperation digens-
sions had been mitiated.

An extensive strategic cooperation between KEM,
Swissair, Austrian and SAS would not
only provide a cost-effective structure

and a large and wide eustomer hase.

requires cost-effective opera- |y would ulso result in a very strong

tions, a strong financial posi- traftic syvstem with seven Ruropean

hubs and more than 200 destinations

tion, a large customer base,

worldwide. SAS’s advantages in this
context include  a  relatively  good
financial position, relatively cost-effee-
tive operations. a strong market posi-
tion in Northern Furope. and a cus-
tomer base of 20 million people.

In line with the strategic necessity of securing its

customer base in the home market, SAS m’(]ml'ml the

majority sharcholding in Linjeflye AB in 1992, At
vear-end Linjeflyg’s operations were integrated with
SASs Swedish domestic services. It cannot be denied
that the SAS/LIN merger has had its problems and
conflicts, but SAS has also been able to learn valuable

lessons [rom this. In terms of operations, this is not a

mMinor merger. asured in number  of  iights,
Linjeflvg was the same size as KLM.

The achievement of a strategic cooperation hetween
Furopean airlines faces many complications. such as
civil aviation rules. traffic rights and national legislation.

International air teansport is based on bilateral
agreements between the governments of two countries

which in turn transfer the rights 1o national carviers.
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This complicates the situation for a multinationally

owned airvline, even though gradual deregulation is

expected. SAS, with its three Scandinavian owners,
also has considerable experience in this lield.

Furthermore,  every  deeper  cooperation  will
require a large measure of national and corporate
humility. In addition to protective legislation, aivlines
have traditionally enjoyed considerable national pres-
tige, But in the future companies which obstinately
uphold national interests and allow them 1o stand in
the way ol essential l'twlr'll('lul‘ing will have ¢hosen the
route towards elimination. At best they can expeet to
he a regional air transport operator which feeds traf-
fic Lo one of the industry’s giants.

In the turbulent sitwation now facing the airline
industry. no airline can confine itself 1o a single plan
for the future. We may see totally unexpected constel-
lations. SAS’s main alternative is to work hard in
order to create and be part of the “fourth foree™ in
Europe, but other solutions eannot be ruled out.

1993 will be a decisive vear for the European air-
line industey. W rvestructuring has been slow 1o sel
going, the pace will now start to quicken noticeably.
Deregulation and the enduring recession are putting

the playvers under enormouns pressure. 1 have no doubt

that our vision of the industry from 1985 will become

reality in 1995,

Business in 1993 is charvacterized by considerable
uncertainty regarding economie growth in SAS™S key
markets, the currency markets, and continued dere-
gulation and competition. In spite of this. SAS expeets

some improvement in income before taxes in 1993,

Stockholm, March 1993

Jan Carlzon

President and Chief Executive Officer

‘TS STATEMENT



Dramatically
changing
market ...

m'ul‘l_\ :«It";l(|_\ market I\_"z'm\lh
in a regulated. almost monopolistic environment. civil
aviation is now undergoing dramatic adjusiment with
deregulation and more intense competition in a stag
nant cconomic chimate.
During the next few vears the market tvend in
Europe will greatly resemble that in the U5, where
the market was devegulated ar the end of the 19705, OF

the dozen major airlines. only a handful of mega-car-

s remain today.
At the end of 1992 there were 22 national airvlines
in Furope and at least as many relatively large chal-
lengers waiting in the wings. In the next few years this
will ead 1o all-out war in the market. the final outeome
of which will be a restrocturing which forees out many
plavers or reduces them to regional feeder companies.
This trend is being aecelerated by the recession.
Competition will also heeome inereasingly global.
sinee the American and Asian mega-carviers are now
intensifving their traflic programs in Favope. This
poses a serious threat to the Furopean companies
which generally have much higher cost structures than

the very eflicient American and Asian companies.

TOWARDS FREE COMPETITION IN EUROPE

Phase 3 of the new liberal EC rules designed 1o ensare
fair and equal competition came into foree on January
1. 1993, In order to survive, a number of national
carriers received substantial infusions of capial from
their owners in 1992,

In brief. Phase 3 means that Hcensed aivlines will
in p'r'im:iplr have unresivicted aceess 1o the market,
with certain restrictions for domestic traffic for four
vears. In prineiple fares are also entively anregulated.

Novrway and Sweden have had a civil aviation
agreement with the EC sinee 1992, based on the cor
renl, less liberal BC Phase 2 vules. Under this agrece-
ment the countries” own concession policies apply so
that access to the market, fares and |i|'1'n~izljm are sub-

ject to the approval of the authorities, The parties



must aceept maltiple designation, however. e, that
more than one aivline from another state can operate
to and from the country or specific eities il the traffie
exceeds certain volumes. Another couniry’s airline
mayv also extend its incoming or ontgoing routes and
carry domestic trallic to up 1o 505 of the airerall’s
capacity.  This is known as the “ifth freedom.”
Finally, fares are unvestricted within eertain fined
intervals

Norway and Sweden are expeeted to become par-

ties Lo the new liberal Phase 3 vules during 199

DIFFERENT RULES IN DIFFERENT COUNTRIES
The Norwegian domestic market is regulated today.
The authorities have divided the country into congees-
hil)ll areds, !'(‘;_:l!lkll{‘ liflll‘li'lllll'h ill](l il’]!ll'l]\(" II«'“'I'E\.

In Denmark the domestic airline marker is relati
vely small and inereasingly exposed to competition
from other means of transport such as high-speed
tl'iii“?- :l“-l II_\GI!'UII()”U.

Sweden is SANS largest demestie market. On July
1. 1992 Sweden’s domestie traffic became the least
regulated in Europe. As carly as June 9 a new compe-
titor  started to serve the Stoekholm/Bromma  to
Malmé route. New competitors steadily entered the
market during the antomn and SAS/LIN now faces
competition on all major voutes. This has vesulted in a
20010 30% reduction in fares. SAS has thervefore had a
taste of the consequences of deregulation carlier than
other Buropean airvlines.

Totally {ree competition is expeeted in the Nordie
region in 1993, Competition between Scandinavia and
Finland intensified already in 1992, There is a grow
ing trend among major Buropean aivlines 1o exploil
the opportunities offered by deregulation in the EC 1o
flv between the Nordie capitals. There is alveady
intense competition on routes hetween Seandinavia
l!lHi }*:l'll'( ]H'. ?“‘(‘l“ i('('ﬁ 10 I‘:n;{lilﬂ“i are Ihl" sl \llll"'l"
able te competition over capacity and lares. Nine
companies offered services 1o London from Scandinavia

in 1992 The Netherlands, France and Southern

HARKET

Furope are also facing fieree competition over serviees

to and from Scandinavia,

SUBSTANCE BEFORE PRESTIGE
’I‘ll(‘ “12|f_"“kl|il|f_{\ i'('(’ll\]lllil' 1‘““]1!'(‘ ||('i"i ('Iié]l](‘_’_l'(] i b
tomer priovities. Products and serviees face tougher
.‘l|)|3|‘il‘i-kll Ve \:llfl(' I.“I' ﬂll”“'.\ H!“I illll]‘]llgll 1|(|1||i1}
and reliability are very important, price is often the
deciding faetor, But the war in the market is also very

much a question of making ongoing product improve-

“Lean Enterprise” must
be the guiding principle
throughout SAS.
Management campaigned
this message of change
throughout the organiza-
tion in 1992.

ments in order to compete.

In the 1990= substanee
means more than prestige.
The content and actual [rer
formance of the prodocts now mean more than prod-
uet image. which was of such great and sometimes
deeisive importanee in the 1980,

For the husiness traveler. the traffic svstem’s effic
cieney in the form of punctaality, nonstop flichts and
f’i'(‘llil('lli'i('.‘ is crucial. Stafl attitudes are very im;)m‘—
tanl. as is high produect quality: comfortable lounges.

individual serviee — meals. seating. newspapers, ete.

-

ompetitive faves, straightforward special offers,
suich as SAS .rEIi'](iHllu anud easy aeeess lo the I)rmlm'l
are erucial  for the private  traveler. Customer
demands for more individual treatment and rewards
for lovalty towards individual carrviers have also

increased.



GROUP OVERVIEW

Restructuring for
deregulation ... ... ...,

includes SAS, SAS

radin

International Hotels Service Partner, S o
SAS Leisure and Dhiners Club Nordic. Starting in

1992, SAS

includes the former SAS Holding, SAS
Airline and SAS Corporate Finance, This restruectur-
ing is part of rationalization and a preparation for
extensive adjustments in the deregnlated European
civil aviation market.

SAS International Hotels is the business unit with

the closest strategic connection to the aiv transport

ol

operations. To be able to offer good hotels at key 8¢
destinations is a valuable competitive strength. There
iz also more integrated marketing. for example on the

theme Fly SAS — Stay SAS. The S

AS EuroBonus loy
alty program has further strengthened the conneetion
between the air transport and hotel operations.

S Euro-

Diners Club also participates with the S

Bonus card.

x Leisure’s revised strategy, with an increased

focus on individual travel. has also resulted in closer

ties with the core business. SAS Service Partner and

S Trading, on the other hand.

have an increasingly large part

of their operations outside S.
As part of the continued restrue-
turing in connection with dere-
eulation, SAS has decided to

evaluate the possibility of sell-

in;_' SAS Serviee Partner.

Since June I, 1992 SAS has

Linjeflyg became totally
integrated with SAS at
year-end 1992,

had a 51% stake in Linjeflyg
whose operations have been inte-

« number of affili-

grated into SAS. The Group also ha
ated companies ineluding Airlines of Britain Holdings

(35%). LanChile (42%) and Spanair (49%).
RELATED CONSORTIA
Like SAS. Scanair and SAS Commuter are consortia.

Seanair is part of the SAS Leisure Group, while SAS

Commuter is a production company operated within

With ten billion kronor
in liquid funds, Cash
Management has a key
ducts flights for SAS in Scandi-  role in SAS Corporate
Finance's work,

the framework of SAS. Tt con-

navia and Northern Eurvope
with Fokker 50 aireralt.

Devegulation in Borope means that the distine-
tions between scheduled and charter flights are being
crased. As a result Seanair can also acquire seheduled
concessions to tourist-intensive destinations, The SAS
Group’s three airline consortia can therefore now

\\()l"l{ i[] a more i[l[(“;,"l‘ui('l; manner.

SAS CORPORATE FINANCE
SAS’s finance department handles the Group’s total
financing requirements and interest and curreney
I‘\EHD“U!'E“. i]l ‘(l(l(“[i(l“.\ [il(’ “'lianl‘l‘ ll(']'ur'r"l"}ii acts as
the SAS Group’s internal bank in order to optimize
utilization of the Group’s total cash flow, and to coor-
dinate financial matters in SAS’s various areas of op
evation. The limance department alse handles the
Group’s finanecial risk control and accounting. SAS is
now focusing on active debt and liguidity manage-
ment. Liguidity planning and other cash management

activities have intensified throughout the Group.



GROUP OVERVIEW

SAS ORGANIZATION, JANUARY 1993

SAS GROUP
MANAGEMENT

Chief Operating Officer

SAS

SAS

DENMARK

SAS BUSINESS
DIVISION

SAS

NORWAY

SAS

INTERNATIONAL

SAS
PRODUCTION
DIVISION

SAS SUPPORT
DIVISION

SAS
SUBSIDIARIES

INTERNATIONAL
HOTELS

SAS
SERVICE
PARTNER

SAS
TRADING

D SAS business unit

SAS
LEISURE

DINERS

CLUB NORDIC

Other

subsidiaries and

affiliated companies

D Other business units

KEY RATIOS PER BUSINESS UNIT

s g B e
SAS SAS SAS SAS SAS Diners

International Hotels  Service Partner Trading Leisure Club Nordic
MSEK 92 91 92 91 92 91 92 21, 92 91 92 =45
Operating revenue 22,795 21,756 1,669 1,604 5,220 4614 1,741 1,684 4,629 4,143 440 401
Income before extra-
ordinary items excl.
devaluatior of
Swedish krona 25 1,038 -135 1,020 261 146 195 56 64 64 34 30
income after
extraordinary items -1,092 994 -128 2,188 226 146 195 &6 64 64 30 30
Gross profit margin
(GOP) % 9 ) 20 21 8 s} 10 T 3 & —
Net profit margin, % — — — - 4 3 12 5} 1 2 —
Return on capital
employad. b 7 10 —_ 27 19 — — g 10 —
Investments 2,731 4,474 87 89 418 388 20 59 20 291 11 43
Average number men 13,010 12910 1,680 1,260 6,530 6,230 180 230 1,660 1,620 110 100
of employeas: women 8,150 8,240 1,750 1,520 4,490 4,420 500 460 1,840 1,770 180 180

Totals for the SAS Group and the SAS Consortium, see pages 51-52.



STRATEGIC POSITION

SAS to be
one of five
airlines . s« i

“one of five in 7057 that is, to be among the handful

ted BEurope and emerge from

the coming restrueturing as

of European airline constellations remaining in the
market by the mid-1990s,

Sinee the European market in 1985 was still striet-
Iv resulated and the cconomy was growing strongly.
few understood the importance of ereating larger and
more cost-effective units in ihe air transport industry.
Today almost everyone shares this opinion.

Sinee the mid-1980s SAS has held diseussions with

a number of Furopean aivlines about various forms of

cooperation. The ultimate goal was. and remains, Lo
participate in the formation of a durable and strong
constellation, which can suecessfully meet competition
from Asian and American mega-carriers.

Alliapees, such as the European Quality Allianee
between Swissair, Ausivian and SAS. vepresent a step
towards this goal, Tn addition to a larger customer base
and stronger overall tralfic program. snch alliances
provide economies of geale in production — utilization
of aireraft and ervew. maintenance, station funetions
and sales. admimistvation and computer services — as
well as opportunities for juint product development.

But long-term survival requires stable platforns,
It can only be achieved with cross-ownership. viable
wersers or other forms which allow [undamental
strnetural, finaneial aind commereial integration.,

A fiest step has now been taken to facilitate SARS
participation in the foture vestructuring in Europe
with the formation of a similar ownership structure in
the  three  Seandinavian  eountries. The  Swedish
awnership strneture is being simplified e 1993, with
listedd SILA beeoming sole owner of ABA, which in turn

owns 37 of SAS. (See Ownership Structure. page 21.)

COPENHAGEN MORE CENTRAL

SAS will be able to develop profitably in free competi

tion by lollowing its key strategy of providing the best

¢ i
TRIAN
utn‘ PEOR Y et A

alternatives for the business traveler, not just to, from

and within Seandinavia, but also 1o, from and within
Furope.

Copenhagen’s position as an international hub has
been strengthened in the new geopolitical and ccono-
mic patterns which have been formed by develop:
ments in Eastern Europe and by inereasing traffic to
the dynamie Far East market,

SAR has an additional bridgehead in Buvope from
stake in Airlines of Britain Holdings, which
owns the British Midland aivline. Brinsh Midland
operates primarily in the LUK and Northern Europe

and had 3.8 million passengers in 1992,

In 1992 SAS and Linjeflve together had a total of

approximately 20 million passengers. Measured in this

way SAS iz Europe™s fonrth lareest aivline.

SAS'S HOME MARKET STRATEGY

Developments in the LS. aver the past ten vears
clearly show that an aivline must have a steong bome
market to ensure long term sorvival,

The leading Amervican companies at the start of
the 19805, Pan Am and TWA, operated in a regulated

intercontinental market. but lacked a strong home

base. Amervican Airlines, United and Delta were pri-
marily domestic carviers which suceessfully held their
own in the highly competitive American domestic mar

ket, Today it is these companies which have taken

SAS Is well-
prepared
ahead of the
restructuring
of Europe’s
airtine
industry.



over international traflic, while Pan Am has been

foreed out and TW

A is facing mujor difficalties.

With its population of 18 million. Scandinavia is a
small home market. In order to survive, SAS must not
only consolidate its position in Scandinavia but also
broaden its market base,

SASS goal is to keep a strong market lead on inter
Seandinavian and domestic routes, primarily by offer-
ing competitive services and al<o through acquisitions
and cooperation agreements. The ultimate goal is to
retain half of all traffic to and from Seandinavia, even
when the market is deregulated. Tt is thevefore of deci-
sive importance to remain dominant in the triangsle
between the three capitals, Copenhagen, Oslo and

Stockholn.

Nordic routes today account for
approximately 40% of SASs entive
international passenger traffic. Pro-

3% rise

duction inereased in 1992 — 4
in seating capacity and a 129 inerease
in the number of flights. This reflects
more [requencies on existing routes,
as well as new  destinations  partly
served by smaller. more cost-effective
atreralt,

The re-defimition of the home mar-

ket to inelude the entire Baltic region

is a very important part of SAS's strat-

egy to breaden its market base. SAS

has therefore started to build an extensive teaflic pro-
gram to the strategically important destinations across
the Baltic.

Finally, SAS is continuing its efforts to establish
extensive international cooperation with other Europe-
an airlines in order to expand the eustomer base. This
will also allow SAS 1o participate in a system of inter-
national hubs in locations which complement Copen-

hagen geographically,

STRONG FINANCIAL POSITION

In addition to commereial attribines — a strong custom-

W7
(E000ENNeC

SAS’s 35% stake in British Midland
provides a broader passenger base and
synetgies in traffic and production.

STRATEGIC POSITION

er hase. a presence in strategic markets, and a wood
product — an airline that is to be “one of five in "057
must be cost-effective and have a strong financial plat-
form.

SAS is already one of the most result-effective air-
lines in Europe. although units eosts are not vet down
to the same level as the best American and Asian car
riers.

In contrast to the majority of FEuropean airlines,

SAS has reported a positive operating income during
the first three vears of the 1990s.
SAS today has a strong financial base with equity

of approximately 9 billion SEK aund nearly 10 hillion

SEK in ligquidity. SAS’s equity trend has been seeond
to none in the Kuropean airline indus-
try for the past ten years.

Many companics i the airline
industry are struggling with orders for
new aireraft which arve far too large
compared with market growth and
which they are finding increasingly
difficult to finance,

SAS which has one of the most
modern fleets in Europe, has already
finaneed its investment program for
new airerafl, and has few binding con-
tracts for new airervaft.

SAS™s long-term debt was assumed
at a time when highly favorable loan
conditions were available in interest rates and term.
This has greatly reduced SAS'S dependence on the
capital markets, and on the banking system’s willing
ness Lo finanee the airline industry in the next few
years.

SAS has a good long-term rating in the financial
market and is also one of the best airlines in this
respect, although the industry as a whole is consider-

ed high-risk.

As regards financial base, SAS is well equipped to
meet the future fieree competition in the European

airline industry with every means,




Strong
and
defensive ........i..

el service by operating
measures andd  developing an ef

fective and compelilive
tralfic system under its own direction and through alli
ances with other airlimes. The main strategy is for SAS to
provide the best chaice for the business traveler to.
from, und within Europe. Gonsistent with this strategy,
SAS always offers private travelers and freight custo-
mers a competitive produet in erims of price and quality.

SASs operating revenues rose by 450 to 22.795

MSEK. Excluding Linjeflve, operating revenues de
ereased by 39 . This was compensated. however, by
reduced costs due 1o the action program. 548’ in-
come after depreciation. ete. deereased by 631 MSER
to 920 MSEK, primarily because, unlike 1991, nao

fixed assets were sold.

8% traflfic volume, excluding Linjeflve, meas
ured in revenoe passenger Kilometers (RPR) inereased
by 2%. while revenue decreased by 36 as a vesult of
intensificd competition with pressure on fares and a
mix swing [rom full-fare BEuroClass.

At vear-end 1992

ASs air transport services were

organized inte four customer units: SAS Denmark.

SAS Norway, 3AS Sweden and SAS International. SAS

of the air-

Denmark accounts for approximately 1.

fine’s revenues. SAS Norway [or 219, SAS Sweden for

Cand SAS Tnternational for approximately 317,
At vear-end commercial operations were reorgan
izedd into three divisions, The Business Division has
business and resource responsibility and provides the
four customer units with @ selection of produets. The
Production Division handles the technical and opera-
tional side of the airline. The Support Division oper-

ates and develops SAN s various data systems.

COST LEVEL REDUCED BY 3,000 MSEK

Thix reorganization represents yet another step in
SASs onmoing development into a eustomer oriented
company. It is also part ol the rationalization of SAS's

airline business, In January 1991 SAS launched an



action program for its air transport operations design-
ed to substantially reduce costs and enable the aivline
to meet free competition.

As a result of the action program the total cost level
has been veduced by more than 3.000 MSEK during
these two vears and the full effects of this will be seen
in the 1993 results. Controllable vosts have thus de-
ereased by 18%. The number of emplovees in the air-

line. excluding Linjeflyg. has been reduced by 3.700.

A HIGHLY EFFICIENT TRAFFIC SYSTEM
The core of SAS™ traflfic system is a dense feeder nel-
work within Scandinavia. based arvound a high-fre
fquency service in the triangle between the three capi-
tals, Copenhagen. Oslo and Stockholm, with Copen-

hagen as the main international hub.

y flies to 98 destinations nonstop or with a max-
mmum of one stop and provides services to 285 destina-
tions with its partners.

The focus on Copenhagen as the Baltic hub is part
of SASs offorts to expand it home market. Today
SAN is the market leader in the Baltie countries and
has a very strong position with services to Russia, the
Ukraine, Poland. Finland and northern Germany. In
1992 SAS stavted serviees 1o Vilnius, St Petersburg.

Kiev. Tampere and Vaasa.

Furopean traflic is based on  providing
flights from the Scandinavian capitals to as
many destinations as possible with nonstop
service. During the year SAS increased its

frequencies to major business destina

~  The key ing the recently opened  route to
“ to SAS. The

Travel Book is
updated with full SAS is currently
details of flights ;
and other services

fourtimes a year. 4| Lufthansa, but ahead of Air

Veniee, Measured in number of flights
Europe’s  third

largest airvline after British Airwavs

France.
Copenhagen is the heart of SAS’s intercontinental

network. Key destinations have at least one daily de-

parture awd are served by direct
flights from Steckholm and Oslo
as soon as volume is sufficient,
There are two daily flights from
Copenhagen o New York amd
daily departures from Oslo and
Stockholm. The main focus of
SASS intercontinental traffie is
~'|Ii['tiﬂ;_f castwards, from the U.S,
to Asia. Of the total of eight in-

tereontinental SAS destinations,

SAS's intercontinental program
focuses on Asia and the U.S.
Asian routes are the most
dynamic. Service to Hong Kong
was launched during the year.

five are in Asia. A new service to
Hong Kong was started in 1992,
Otherwise SAS concentrales on
flying to international traffic hubs from which strong
partners can take over.

SAS cooperates with Continental Airlines in the

LS. Continental is the only major American airline

which has a hub in New York. Approximately 60% of

Scandinavian passengers to the LS. stay in New
York. Through Continental from Newark Airport SAS
reaches 00 destinations in the ULS. nonstop and trans-
fer traffic has increased from 90.000 passengers in

1989 to approximately 150000 in 1992,

o

In Europe. eooperates with Swissair and Aus-
trian Airlines in the European Quality Alliance. From
the Scamndinavian capilals SAS's passengers can reach
kev destinations in Africa, the Middle East, and India

and Pakistan with only one stop via Zurich, Geneva

and Vienna. SAS has a 359 stake in Airlines of Britain



‘reormalpris SAS EuroTicket Du sparer

On European voutes the num-

ber of night-stops has heen in-

The business and private markets
have grown more price-sensitive,
SAS captured market shares in
1992 with SAS Jackpot and
SAS EuroTicket.

Holdings, whose lar-
gest subsidiary is British
Midland. This cooperation
provides a strong strategic hase at

London Heathrow ahead of dervegulation in

Europe.

In the Far East, SAS cooperates with Thai Inter-
national and ANA (All Nippon Airways).
In 1992 S

S started offering its travel produets in

the Amadeus worldwide distribution system. Pre-

viously, SAS reached a market of 20 million potential
customers, primarily in Seandinavia, via agents and
its own system. The teansfer to Amadeus has increas-

ed this market by a factor of ten.

SUCCESSFUL FOCUS DURING THE YEAR

Based on the main strategy of providing the best choice
for the business traveler, SAS has focused during the
year on inereasing services to its main business desti-
nations, including the triangle of Scandinavian capi-

tals.

The home market has inereased in strategic impor-

tance and S

AS%s in-flight service has been upgraded
substantially on the inter-Norvdie routes. The traffie
program Lo neighboring markets to the east has been
expanded rapidly in the quest for a broader home
market. The foens on Copenhagen as the Baltie hub

must be seen as highly successful.

i2

6.160,- 4.800,- 1.360.- :
9.350,- 8.000,- 1.350,- ereased, so that SAS now oflers
8.090- 7.000,- 1.090- several early morning flights 1o
“ Brussel 7.170,- 6.500,- 670, G e
. Amsterdam  6.560,- 5.900.- 660, FCRILTREE
Frankfurt 6.930,- 6.300,- 630, On  the intercontineatal
" Stockholm 3.150- 2.800,- 350, network, SAS has concentral-
Prisene gielder t/r fra Oslo.

ed on the new Hong Kong route

and iereased frequeneies to New
York and Beijing. SAS’s intercontinental produet has
been upgraded sharply in the face of intense competi-

lion.

The SAS EoroBonus lovalty program and 8

Eurolicket, a form of discount on SAS FuroClass

t'l?l_]l[(l--[l'i[) lj(’k(‘,tﬁ. werts illgl]l\ #t]l’(_'(‘f‘iﬁ“ll[. E“.ll'l‘(l};(}nllfi.

which was introduced in the spring and applied world-
wide by vear-end, awards points for traveling with
SAS. staving in SAS hotels and car rentals from
Hertz. Points can also be carned by vsing certain
other associated airlines and hotels. By vear-end Envo

Bonus members totaled approximately 200.000. which

exceeded expectations,

Jackpol. a discount fare option on European
routes, inereased SASs market share in the leisure
travel sector. Jackpot has primarily generated new
traffic and has become a key concept in the private
travel market. Morve than one million Jackpot tickets
were sold in 1992,

The introduction of SAS EnroSleeper was a sue-
cess and towards year-end the product was introduced
on the Japanese route. Seating comfort has been

unproved still further in SAS"s entire aireraft fleet.

SAS'S MARKET PERFORMANCE

SAS has had the best on-time record of all European
airlines during the past ten vears, Salety, punctuality
and service are the three main elements of the SAS

product, and the hasic reasons for SAS'S market sue-

cess. BAS has very high safety standards, far higher
than required by the authorities. and safety is measur-

ed and evaluated daily in a sophisticated svstem.



\\Il(‘l'” LI” avenks (lrl‘.l (]('\'iﬂli()ll.’«' i” ’l]l‘ ‘Ei{il} ”[H.‘l"”li.(l“h
are reported and assessed.

SASs produect and serviee performance are also
monitored continaously in internal and external sur-
vevs against one of the toughest set of standards in the
business. As confirmation of the high level of serviee
(]llu[il_\", SAS was voted Denmark’s hest serviee husi-
ness in 1992,

In 1992 the recession caused a sharp reduction in
the sensitive Nordie traflic, particularly on routes
Hf‘l“"j“f_‘: I“i“lun('{ U”(] S\\"‘,[I('”. rl‘hf' I‘VII[I*II("IT'I' l"ill‘l(!‘t as

a whole h:

declined by 20% in two years and was
down to its 1985 level in 1992 after a very
weak first hall. Travel on discount fares,
on the other hand, has increased by 10
over the past two years, primarily as a re-
sult of new low-priced produets, but also
due to relatively more business travel on

tourist class tickets,

SAS’s traflic on Nordie routes in
creased in 1992, measured in RPK, by a
total of 415%. Since vields deereased due to
fares competition, revenues decreased by

3% 1o 3,330 MSEK (3.445).

European traffic stagnated in volume in spite of a

I'G"('U\('l'_\' 'En llll" hl"('i]l’l(l hil;r ()f‘ lh(“ year. Flll' TII(‘ )(‘lll'

as i \\’]l(‘]i % 1[[(" I*j[”'”tl(‘ul] "l:‘lr'l\(.'[ (]{'('Ii[]('é] in l)l_l-‘ﬁil““:@
class and inereased in tourist class, Here too, laves
competition resulted in a fall in vields. SAS inereased
its traffic l)}‘ 11% in RPPK and inereased its overall
market share during the vear, Revenues rose to 6,308
MSER (6.244).

In the intercontinental marker, traffic stagnated
on North Atlantie routes while the dynamic tremd in
Asia continued. Most voutes are charvacterized. how
ever, by overcapacity and extremely intense competi-
tion. Service demands on Asian routes are high and
rising. even in tourist class. On January 1. 1992 5AS
discontinued its services 1o South America. SAS has
continued, however, to dominate routes between

Seandinavia and the LS. SAS™s intercontinental pas

senger traflic measured in RPK deereased by 3%, and
revenues declined to 2,607 MSEIK (3.046).

Total Danish sales increased by 4% during the

yvear. SAS s Danish domestie traflic, including services
to Greenland, increased by 3% in RPK. but the lares
trend was unfaverable. Revenues rose, however, by a

total of 849 MSEK (797).

Total Norwegian sales inereased by 3% . In Norway
domestic traffic revenues rose to 1,760 MSEK (1.631).

At year-end eivil aviation took over the transport of

military  personnel in Norway, providing SAS with

210,000 new passengers a vear. RPN inereased hy 8%,

Product quality and high
standards of service remain

decisive in the business
travel market, where new
' routines, such as automatic
e ; i check-in, are valued highly.

Total Swedish sales inereased by 16% including

Linjeflve. and decreased by 6%, excluding Linjeflyg,

sinee the inerease in passenger volume failed to com-
pensate for lower yields, The market for Swedish do-
mestic traflic has been affected by the continued deep

recession and by the deregulation of civil aviation on

13



Competitive freight services are part of SAS’s support strategy.

July 1. 1992, This has resulted in a veduecd number
of passengers — RPRK declined by 9% exeluding Linje-
flyg — and a mix swing towards low-price tickets, SAS"s
revenues totaled 2,718 MSEK (1.716). This includes
Linjeflye from June 1. 1992,

Sales outside Seandinavia decreased by 6%,

SUCCESS FOR SAS CARGO IN TOUGH MARKET
SAS freight operations, SAS Cargo. were affected by
the recession in all key markets with the exception of
Southeast Asia. SAS Cargo’s Priovity Cargo produet
focuses on time and guality, while the General Cargo
product focuses on price and capacity,

Compelition was very hard and the general over-
capacity led to heavy pressare on freight prices. Reve
nues totaled 1,255 MSEK (1.280).

During the vear, Tradevision, an electronic distri-
hution system with direct access for customers, was
placed within SMART in Scandinavia to guarantee

product neutrality.

LEAN ENTERPRISE CREATES LEAN AIRLINE

I order 1o meet free competition. SAS must now.con-

tinue with the work of improving operating effliciency,

14

SAS now offers its travel products in the worldwide Amadeus
system, which reaches 200 million potential customers.

Devegulation in Sweden has provided a foretaste of
how competition and fare structure will develop. In
1993 we will probably see the same trend on inter
Scandinavian routes and on many routes in Europe,
SASS goal is an efficiency inerease of a further

20-2¢

% during the period from 1993 1o 1995, The
Lean Enterprise project was started in 1992 to contin-
ue the action program designed to ensure 5ASs long-
term competitive performance.

The demand for o lasting 8% efficiency increase per
vear will require a restructuring of SASs tetal costs,
An efficiency projeet has heen wlentitied for every
item of coxt, All cost-carrving activities are considered
in the light of theiv value to the enstomer,

The Lean Enterprise projeet will vesult in an ad-
Justment of SAS’s serviee organization and production
methods, SAS Support Division is responsible for de
\l’l()lii“f_’ ll”’ I“El”ll-‘ll l‘lllil i'“lnl?lllt’!'iz('i{ ]?I'l}("f'ﬁf‘?(‘.‘ e
quired by operations while the passenger or cargo is in
SASs hands.

One of the key items in the rationalization program
is SAS foeus on ATB. an internationally aceepted stan-
dard for combining the ticket and the boarding card.

An ATB document ean be read by computers. sinee the



Aitline alliances 1992:
All Nippon Airways (ANA) flies from Tokyo to 36 cities in Japan, the Far East and Australia.

Austrian Aitlines flies from Vienna to 55 cities in Europe, the Middle East, Africa, Asia and MNorth America,
British Midland flies to 9 destinations within the British [sles and 6 in the rest of Europe.

Continental Airlines flies from New York/Newark to 124 cities in North, Central and South America.
LanChile flics from Santiago de Chile to 19 cities in South, Central and North America.

Swissair flies from Zurich and Geneva to 112 cities in Europe, Africa, the Middle East, Asia, Canada/North
America and South America.

Thai Airways International flies from Banghkok to 32 cities in the Far East and Australia,

Varig flies from Rio de Janeiro and Sae Paulo to 82 destinations in South and North America, Europe, Africa -
Qantas Airways Ltd. flies from Southeast Asia to 9 cities in Australia.

written information on the document is also stored on a In addition to the rationalization gains, automation
magnetic steip. This allows antomatic check-in and provides a greater frecdom of choice for the customer
boarding and simplilies administrative follow-up. and a faster =ervice for certain routine activities.

A selfzserviee ehecke-in system was introduced dur
ing the vear. Approximately 20 touch-sereen terminals
are now nstalled at Seandinavian airports, and their
use is growing steadily. This is entively in line with
SASs favorable experience from automatic dispensers

for tickets for voung travelers. Todayv. 630,000 such
’ ’ SAS INCL. FINANCT AND JOINT GROUP 1992 1991
Operating revenue 22,795 21,756

Income before extraordinary
items excl. devaluation

tickets are issued by dispensers. nearly 7% ol all tick-
ets issned by SAS.

[n the immediate futuee SASs customers will he

of Swedish krona 25 1,038
able to colleet their ATB tickets and cheek-in at the Income after extraordinary items - 1,092 994
same time at the same machine, Number of employees 21,160 21,150

15
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ATIONAL HOTELS

One of the
world’s ten
leading hotel ...

- tional Haotels

Chalns l'\f‘:l“} aperales first-class hotels

in Europe, Kuwait and China,

more than hall of which are located in Scandinavia.

Revenues inereased by 4% to 1,669 MSEK and income

improved considerably.

At year-end 1992 the chain comprised 32 hotels
with a total of 7,922 rooms. SIH’s 10% stake in Sai-
son Holdings B. V.. which owns the Inter-Continental

II"]'(‘I {;I"II]IIIIL Was SUII! (il“'illz‘_{ l}il‘ _\(‘ZU'.

STRONG POSITION IN WEAK MARKET

The weak global economy had a drastic effect on room
rates for the hotel industry in most areas of the world.
The Scandinavian markets developed unfavorably,
particularly Sweden,

In spite of the market climate SIH succeeded in
consolidating its positions, primarily due to the addi-
tion of three prestigions hotels to the ehain, in Lon-
llﬂn.\ (;(]l(?gnﬁ J'inll l)'“""ﬂf"!‘ll”'l', ds FHII'I ”i' ll“‘ I|!1"|.
Continental deal. During the vear a new hotel was
opened in Beijing, the hotel in Knwait re-opened, and

a hotel in Odense joined the chain under a man

menl contract. The SAS EuroBonus program also
l)f'“\‘i(](:’l] i”!‘.]"‘:lh‘f‘d revernuoes.

During the scummer SIH introduced a new reserva-
tions system connected to most other large svstems.
thus improving STH's accessibility. |

In a survey conducted by the British magazine
Business Traveller, STH was ranked among the world’s
ten leading hotel chains, and SAS Roval Hotel in Brus-

sels was voted one of the top five hotels in Europe.

EXTENSIVE PRODUCT DEVELOPMENT
SAS International Hotels primarily offers hotel serv
ices to the frequent business traveler. A program of 15
service concepts, several of which are unique to SIH,
has been introduced at all hotels.
During the year a number of successful campaigns

on the theme Fly SAS — Stay SAS were carvied out, |
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The five-star SAS Royal Hotel in
Brussels was voted one of the
top five hotels in Europe in 1992.

whereby the first night is free and with generous dis-
counts on subsequent nights provided the guest has a
round-trip EuroClass ticket. Later check-outs, 15.00
hrs. on weekdays and 20,00 hes. on Sundays, were
also very well received by the business market.
SIFs summer campaign with low tourist rates
during the low season for business travel increased the
customer hase, as did a progressive new discount pro-
gram for senior citizens, with a free room for 100-vear

olds, during weekends and publie holidays.

UNCERTAIN 1993

In spite of a recovery in business travel, it is reason-
able 1o expect continued pressure on rooin rates.

The weak economic development in Germany hodes
ill. since Germany is SHIs largest markel outside
Seandinavia,

SHUs agreements with Swissair and  Auvstrian,
under which their honus travelers can use their points

at S1H s hotels, are <%x]mr§c'|} T 1}1'()\.i(}(‘ MOTe revenue,

SAS INTERNATIONAL HOTELS 1992 1991
Operating revenue 1,669 1,604
Income before extraordinary

items excl. devaluation

of Swedish krona -135 -1,020
Income after extraordinary items -128 -2,188
Number of employees (average) 3,430 2,780




Europe’s
leading airline
caterer ......r.u.s

product is catering services.
which are iu"u\-‘jq%ml in three business units: Airline
Catering, Terminal Catering and Countract Catering,
Approximately 80% of S8P7s operations are related to
air travel. The company’s operations are thervefore
highly dependent on developments in civil aviation. In
order to rednce this dependence, SSP has focused on
atering for companies and institutions.

Competition has intensilicd considerably in vecent
vears, and the market is demanding high quality at
competilive prices. SSI* strives to offer a very high
(_[llzilil} product while using production-line technolo-
gy as much as possible.

SEP developed favorably during the year, Reves

nues inereased by 13% and carnings nearly doubled.

EXPANSION AT AIRPORTS

SAS Service Partner’s Airline Catering business unit
is the market leader in Envope. More than 100 air-
lines buv catering services from S5P%S 34 flight kit
ehens in 14 eountries. The main competitors include
other airlines” catering companies. The husiness unit
aceounts for 599 of S3P%
revenues,

r[‘()“lir'(]ﬁ )('Ul"“llll a new
flight kitchen was opened at
Copenhagen Airport. This
represents an investment of
more than 400 MSEK and
is the most modern flight
kitechen in the world with
sophisticated technology and

a good ergonomic environ-

ment. New SSP flight kiteh-

erns were ZIIIHI) ()’p!‘]ll‘l'l ill

Airport restaurants are
being increasingly
differentiated according
to clearly profiled
concepts.

Munieh  and  Beelin, In
Poland a management con-
tract was signed for LOT s

new flight kitchen in Warsaw, and in Spain a joint ven-

ture agreement was h‘i:_“llt'l_j with a loeal partner to oper-
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AS SERVICE

Fiercer competition among air-
lines has increased demands
on in-flight meals.

ate a flight Kitchen in Madrid.

In Terminal Catering, which accounts for

249 of revenues, S5 is the sole multinational Eavo-
operates restaurants, bars and

1992 an

pean operator. S5P
kiosks at 38 airports in nine countries. In
agreement was signed with Burger King for the opera-
tion of hamburger restanrants at European airports.
Railwayv catering is o new growth market in Eur-

SP. The

ope and an attractive new business arca for
high-speed service between Madrid and Seville be-

came a new customer (luring: the year,

PROFITABLE NICHES IN CONTRACT CATERING
In Contraet Catering. which accounts for 17% of the
company’s vevenues, SSI* operates in the industrial
sector, |r|'i1na|‘i]_\ catering for offshore installations
and building sites, and in the publie sector with hospi-
tals and institutions.

During the vear Contraet Catering started a serv-

ice on all Maersk Olie & Gas’

oil platforms in the
Ianish sector of the North Sea. The first hospital con-
tract outside Seandinavia was signed with the Univer-

sity Hospital in Giessen, Germany.,

GOOD PROSPECTS FOR 1993

The increasing activity seen carly in 1993 is expected
to continue. Against this background, SAS Serviee
Pariner’s management expects the 1993 result to be

an improvement over 1992,

SAS SERVICE PARTNER 1992 1991
Operating revenue 5,220 4,614
Income before extraordinary

items excl. devaluation

of Swedish krona 261 146
Income after extraordinary items 226 146
Number of employees 11,020 10,650

PARTNER



NAS

TRADING

Duty-free
prospers in weak
eCconoOMY .« .. i

business  related  to air
transport. The main produets are aivport and in-flight
sales of duty-free goods. Retail sales are condueted in
37 shops at 21 airports in six countries. SAS Trading is
one of the five largest plavers in its leld m the world.
The core business was successful during the vear
with an 8% rise in revenues, The total
sales volume. however, inereased only mar-
sinally as a result of the sale of subsidiari-
es. Higher staff efficiency, faster adjust-
ment o new market conditions. and the
sale of unprofitable businesses led to a

sharp improvement in earnings.

GO-AHEAD FOR DUTY-FREE UNTIL 1999
SAS Trading's core business is strictly regulated by
international and national legislation, and by conees-
sion agreements. There has been some debate about
duty-free trading in Europe. but the EC Commission
has now decided to extend duty-free trading within
the EC until June 30, 1999,

The market continued to develop well in 1992, in
spite of, or perhaps due o, the recession. More people
are taking the opportunity of buying at favorable
prices when traveling. The sales value per passenger
in our airport shops hus risen, while in-flight sales
have declined since 1991, primarily because of inerea-
sed competition from our own new airport shops.

During the vear the tax on aleoholic beverages was
changed in Sweden from being bhased on the purchase
price to a tax on alcohol content. This resulted in price
l"‘.'llu.(.'lj(}”h' O SGme nore ("‘('Illhi\'l' li[’”lhlf'[n. Nf’l“r‘\";i'

an aleohol taxation was also revised downwards.

FOCUS ON CORE BUSINESS

In-light sales on inter-Seandinavian routes were re-

sumed during the vear, and SAS Trading won a com
petitive tender for concessions al Norwegian airports
until mid-1999. SAS Trading assisted the Spanish eivil

aviation authorities on a consultant basis at Barcelona’s

The Scandinavian airports are among
those offering the most extensive selec-

new airport, and a shop was " i
Al < AN tion of wines and other duty-free goods.

u}wl‘uh‘el &-He‘('(’wﬂsl[_\' at the

Swedish pavilion at EXPO 092 in Seville. The shop in
I{i;_r_il Wils r’(*lin\ul(‘.ll il”l] ("\l(:‘!l(i('fl i||”| a coniraclt
signed for a further 10 years.

The Brands concept, exclusive goods sold by mail
order via an in-flight catalogue. was developed fur-
ther. The purchasing and  distribution cooperation
with the Eff John (;r'uup was extended antil 1996,

’I.(h(‘ IIGH'“." anh 1IN‘ core I\U.‘\i”("‘.‘\ Wwas G'l]”.“,(]li(lillt'l‘] i]i
1992, SAS Media Partner was sold to the airline and
0% of the shares in NN Parfyvm were sold in the
beginning of 1993, The remaining shares will be sold

within two vears.

1993 FORECAST

The Iuxury tax on perfume goods in Sweden and Nor
way wus abolished on Junoary 1, 1993, which may
have a negative effeet on duty-lree sales. Continued
expansion is planned dorving the vear, primarily in

Slli]ill ZIIIG] i‘:'rlb“'r'“ !':lll'i][l(".

SAS TRADING 1992 1991
Operating revenue 1,741 1,684
Income before extraordinary

items 195 56
Income after extraordinary

items 195 56

Number of employees 680 690



Vacation
travel
SUrplus . <« i hosinees w

was formed in 1989 to eoordi-
nate all the SAS Group’s interests in the vacation mar-
kei. The business unit’s tour operators inelude mar-
ket-leading Ving, which sells direet to the public. and
Alwavs in Sweden and Saga in Norway, both of which
."‘:t"“ ‘"i(’l ll"&l\'l'] Ei"_’:(‘nl.“. \‘\S I;(’i)“l]l'“ th(l [)I'U\i(](‘!\ I'I]ar*
ter airline serviees in Scanair and partly owned Span-
air, as well as hotel operations in the Sunwing chain.

{’]]G‘i'éilil_'llﬁ are (‘()[](Il](flﬁll il] .i” \\IN_JII_\' or F)‘(l]'i_l‘\'

owned subsidiaries. 194

revenues rose by 12% while

income remained unchanged.

TROUBLED MARKET

The market for vacation travel abroad is facing
intense competition. In spite of an increase in travel in
1992, the surplus still remains. Following some redue-
tion in total capacity in 1991, there was a sharp rise in
1992 resulting from the entry of new airlines and tour
operators. and regular airlines heeoming serious com-
petitors Tor the tourist market. Overcapacity among
shipping lines has also increased competition and put
]}I'(‘.‘!‘,‘«lll'(" on rili'!"!‘. r‘E‘lli.“ hillliltil)” was lll‘_’_g]‘ﬂ\atl‘{l h} an

unusually fine Seandinavian summer and an avtunmn

pervaded by rising unemployment. intevest rate eri-
ses, and general unecase [or private economy. The
devaluation of the Swedish and Norwegian currencies
has resuited in sharp rises in the cost of trips abroad

since the end of 1992,

CHANGED TRAVEL PATTERN
The eurvent devegulation in the I5C is resulting in
structural changes in vacation travel. Traditional
charter travel will be increasingly complemented with
cheap tourist trips on seheduoled flights. In addition to
sreater choice as to means of transport, there is a
teend away from group charter trips to more personal-
ized vacation I.)['O(l]i('1h. In order to meet this liv\t‘inp—

ment SAS Leisure is ve-positioning its husiness hase

and broadening it from the charter market to the

vacation market. The Leisure group is focusing more
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SAS LEISURE

on personalized lavge-seale operations. allowing indi-

vidual customers a greater say in their vacation

arrangements. Cooperation between SAS and SAS

Letsure will inerease as a result of devesulation. which

also offers new husiness opportunities for charter air-
lines in the group.

The purchasing pattern for travel abroad is also
changing. Customers are selecting and booking their
vacation travel later. All this places high demands on
planning and flexibility, product development and

availability.

1993 FORECAST

The surplus is expected to remain throughout 1993,
This, combined with the anticipated downturn in pri-
vate consumption and the effeets of curvency changes.
means that 1993 will be one of the travel industry’s

most difficult vears. There

will probably be a restrue-

turing towards fewer inter-

national players.

Ving's new profile .
is part of SAS ;
Leisure's focus
on more per-
sonalized
vacation
products.

In order to meet the decline in the m;n'k(‘t._ & Com-
prehensive program has been started  designed  to

increase eflicieney throughout the SAS Leisure g

oup.
In spite of this. the 1993 result is expected to he less

favorable than in 1992,

SAS LEISURE 1992 1991
Operating revenue 4,629 4,143
Income before extraordinary

items 64 64
Income after extraordinary

items 64 64
Number of employees 3,500 3,390



DINERS CLUB NORDIC

Nordic
card,
worldwide ... .. v

has franchize rights

card to Diners Club in Denmark, Norway.
Sweden, Finland and leeland. as well

as responsibility for payment operations in the Baltie
countries, Diners Club is the market leader in the
Danish and Norwegian husiness travel markets. and is
well-placed in Sweden and Finland. The company had a
favorable growth in volume in 1992, Operating revenue

increased by 109, while carnings renained unchanged,

RATIONALIZATION AND NEW SERVICES

The intense competition {rom new and established play-
ers continued. This, combined with a weak market, has
increased the demand for new technology 1o facilitate
rationalization and product development, The transfer
from paper-based to electronie transaction systems.
and the introduction of credit seore technology for card
applications and cash withdrawals from dispensers. are
examples of the inercasingly high level of technology,
Diners Club’s produets are designed to meet the needs
af the business and private market,

Diners Club is a globally aceepted payment card for
travel and business entertainment. with comprehensive

; teavel insurance and  services  which

D-'??cn

e
D 5y . .
f_”ﬂf??(zz,‘(;,z(lj, make business travel casier, One key

produet is the Travel Aceonnt Coneept,
which provides a review and control of
all charges for the company and its travel

DiGiErs agent. The Double Card makes it easy lo
Club - the market- separate business and private expenditure.
leading card in the

Danish and Norwegian

business markets. holders with a simple means of payvment,

Diners Club provides individual card-

without limits, which is accepted all over the world
and offers effective protection against misase. loss or
theft. Cardholders have aceess to 48 special airport
and husiness lounges throughout the world and can

abtain a free AT&KT Calling

CARD BASE IN SWEDEN MORE THAN DOUBLED

Diners Cluly is a partner in the SAS EnroBonus pro-

20

The new NK/Diners Club card provides NK's 60,000 cardholders
with access to an additional 82,000 sales outlets.

gram and the co-branded payvment card makes it casi-
e to collect points in the bonus program. The old SAS
card has been converted to a new honus card.

Diners Club Nordie has owned the franchise on
cards at Sweden’s NK department storve since 1991, A
new eard issue resulted in oa eo-branded cacd. NK/
Diners Clab. valid at NK as well as 82,000 other sales
outlets in the Nordie countries. Diners Clab Nordie
thus inereased its base by 60,000 to 110,000 cards in
Sweden. In 1992 the number of cards in the Nordic
conntries rose by 22% to 360,000,

The buildup of the membership base in the Baltie

eountries continued and husiness volume rose sharply.

DIFFICULT 19983

The financial markets are expected to remain turbu-
lent in 1993 with intensified competition. In ovder to
meet the pressure on revenues, Dineres Club Novdie
must reduce its unit costs. On the marketing side the
forus will be on the ercation of a uniform profile for

the entire Novdic region.

DINERS CLUB NORDIC 1992 1991
Operating revenue 440 401

Income hefore extraordinary
items excl. devaluation

of Swedish krona 34 30
Income after extraordinary items 30 30
Number of employees 290 280



OWNERSHIP STRUCTURE

Ownership Structure

DANISH PRIVATE NORWEGIAN PRIVATE SWEDISH PRIVATE
STATE SHAREHOLDERS STATE SHAREHOLDERS STATE SHAREHOLDERS
50% _ | s0% 50% | | s0% 50% [ | s0%
I I [
DDL* DNL* SILA™*
|
ABA
277 2/7 3/7
I SAS CONSORTIUM
AFFILIATED COMPANIES SCANAIR * *
Spanair (49%)** SAS CONSORTIUM
Gronlandsfly (37.5%)*** SAS Trading
LanChile (42%)***
Airlines of Britain
Holdings (34.9%)%**
Polygon Insurance (33%)*** SUBSIDIARIES
Aviation Holdings (26.78%) CONSORTIUM
Others SAS International Hotels SAS COMMUTER * * *
SAS Service Partner
SAS Leisure
Diners Club Nordic l
Linjeflyg AB (51%)***

* Listed companies
*+ Consolidated in SAS Leisure
*%% Consolidated in SAS

SUBSIDIARY SWEDAIR
Qthers

national carviers, Det Danske Luoftfartsel purent companies” boards of directors. The Assembly

Det

The three

skab A/S (DDL, Norske Luoftlfartselskap A/S of Representatives appoints the consortia’s boards of

(DNL). and AB \t‘r‘nll'alll.-.pm‘l (ABA). are the parent
companies of the SAS Consortinm. They hold the ¢on-
cessions to operate scheduled and non-seheduled aiv
services fo and from the Scandinavian countries, The
parent compantes,  however, have transferved all
responsibility to the SAS Consortium for scheduled
air transport, and to Scanair for charter air serviees.
A third consertium, SAS Commuter, is a production
unit for the SAS Consortimm. The current consortium
agreement runs until September 30, 2005,

DDL and DNL each own 2/7 of the three consertia.
while ABA owns 3/7.

At the end of each acevunting period the consor

tia’s profits. assets and habilities ave reported in the

aceounts of the three parent ('(l!]]l)il!l‘ﬁ(‘h‘ ina 2
ratio. The consortia’s highest decision-making hody is

the Assembly  of Representatives,  comprising  the
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(Jir’l‘(ill)l‘\ approyes the finanecial statements. and deci
des on the amount of |n'0iil to be transferrved from the
consortia to the parent companics.

Responsibility for SAS™S overall operations vests
with the Chiel Executive. SAS Commulter is managed
within the framework of SAS. Scanair is a profit cen-

ter of SAS Leisure.

CAPITAL AND TAXES

The consortia’s equity i1s made up of the eapital
aceount, which cansists of funds conteibuted by the
parcnt companies and surpluses retained in opera-
tions. The ecapital aceount can only be inceeased
through contributions from the parent companies.
The consortia are not tax-paving entities. The
Elll""”l ('(”n[)fl”i(" [n':l]((‘ '(lII(H'ElIiUll.‘: f.{')l' 1ax I”l'l']"]ﬁ(""‘

and pay taxes on theiv shave of the consortia’s profits



OWNERSHIP STRUCTURE

in accordance with their respective national regula- | and "B sharves. All A-shares are owned by the Morwe-
tions. The consortia’s subsidiaries pay taxes in theiv | glan government. while Boshares are owned by private
respective countries. imvestors and traded on the Oslo Stock Exchange.

Approximately 10% of DNU's stoek 1s held by foreign
DET DANSKE LUFTFARTSELSKAB A/S (DDL)

imvesltors.,

DD1s primary business surrounds its shareholdings DNL's share capital amounted 1o 314.5 MNOK at
in the SAS. Scanair and SAS Commuter consortia. vear-end 1992,

and related capital management. In additien, DDIL
AB AEROTRANSPORT (ABA)

owns hangars, maintenance bases and warehouses at

[':llpc‘ilslug_f!‘ll ;\ir[mri. which are leased to 3AS on a ABA conduets air Lransport BEPVICEes 1hl‘nl:j_-]l its share-

commereial basis. Annual revenues from these opera holdings in the three consortia,

tions amount to approximately 13 MDKRK. DDL also ABA also conducts its own real estate and capital

owns the site on which the SAS Roval Hotel is located management activities, as well as printing operations

in Copenhagen. through its affiiated companies Graton AB and S56rm-
50% of the company’s stock is owned by the Danish lands Graliska AB.

government. DDE's stock s listed on the Copenbagen ln accordance with a decision adopted at SILAs

Stock Exchange. annual mecting in December 1992, the Swedish State
DDLEs share capital totaled 50.8 MDRK at vear- was invited to aequire 50% of the sharve capital and

end 1992, voting rights in SILA through a non-eash issue inclu-

ding the State’s shares in ABA. Through this issue, to

DET NORSKE LUFTFARTSELSKAP A/S (DNL) be carried out in the fiest balf of 1993, SILAs share

DNL eonduets its air transport operations through the capital will double to 705 MSEK and ABA will become
three consortia. In addition DNL owns office buildings a wholly owned subsidiary of SILA.

at Fornebu which are leased to SAS on market terms,
Leasing revenues totaled 17 MNOK in 1992,

DNLs stoek is divided into equal numbers of <A

DDL DNL siLA
Share price trend Share price trend Share price irend
§ 000 — 1 T e 350 "\‘SU[ 1
8000 | L= e e g 140 -
7000 Tl i e e 300 190 -
6 000 i'i' ||':.L]. ! ! 250+ 100 ¢ S
1A%y, 5
5000 e T At
4000 —H— |ia o e | \/ 60 AN A 'l.?j
1 150 ! (L
suol ™y r ||| ol ]
w |

‘J/\. 100 " I |

2000 = =
\ 20—
1000 l i __ s 50 3 10l = =
87 88 B 80 81 92 87 88 89 8o 91 92 87 88 89 90 o1 92

| Share price — Danish Total Index | Share price = Norwegian Total index I Share price = General index

Number of shares: 508,000 Number of shares: 12,581,678 Mumber of shares: 35,250,000

Market value at year-end 1992: Market value at year-end 1992: Market value at year-end 1992:

DKK 751,840,000 NOK 698,283,129 SEK 1,128,000,000
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Group Management

CORPORATE

MANAGEMENT

STEFFEN HARP@TH
Ceputy President

JAN CARLZON
President
& Chief Executive Officer

SAS MANAGEMENT

Back row from left:

BJORN BOLDT-CHRISTMAS
Senior Vics President,
Support Dvision

RAGNAR HELLSTADIUS
Vice President,
SAS Techrical Division

JOHAN JUHLIN

Vice President,

Operations Division {acting;
KARL MIIRO

Senior Vice President, Corporate
Staff, SAS Group

NILS BENGTSSON
Serior Vice President, Corporate
Control, SAS Group

PETER H@ILAND
Senjor Vice President,
SAS Denmark

JAN SUNDLING

Senior Vice President,

SAS Sweden

VAGN SORENSEN

Senior Vice President,

SAS Business Division

JAN REINAS

Senior Vice President,

SAS Norway

PETER FORSSMAN

Senior Vice President,
Corporate Relations, SAS Group
ANNETTE BRONDHOLT
Director, Assistant to the COQ
KJELL FREDHEIM

Chief Operating Officer

LARS THUESEN

Senior Vice President,
Corporate Finance, SAS Group
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KJELL FREDHEIM
Executive Vice President
& Chief Operating Officer

BUSINESS UNIT MANAGEMENT

From left:
LARS KLEIVAN
President, Diners Club Nordic

IVAR SAMREN
President, SAS Service Partner

KURT RITTER

President, SAS International Hotels
OLLE WENNERSTEIN

President, SAS Trading

CHRISTER SANDAHL
President, SAS Leisure Group
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Board of Directors

Standing from left: Leif Chiristoffersen, Lars P. Gammelgaard, Jan Carlzon, Bjern Eidem, Ingvar Lifletun, Tony Hagstrom. Leif Kindert.

Seated from

st - Tage Andersen, Harald Norvik, Bo Berggren
g a8

HARALD NORVIK, born 1948, MBA. Chairman of 5AS’s Board LARS P. GAMMELGAARD, born 1945, B. Pol. Sc. Member of SAS's
1992 Norwegian Chairman of SAS’s Board since 1992 and Board since 1991 and Vi irman of Board of DDL, as

Chairman of the Board of DNL, as representative of the Norwegian represertative of the Danish Government. Chairman of the Danish

Government. CEQ of Statoil. Member of the Board of Orkia Conservative Party and member of the Danish Parliament
Borregaard A 5. Member of the Main Board of NHO (Neeringslivets {Folketinget) since 1972, Minister of Fishing 1986-89.

Hovedorganisasjon) Personal Deputy: Jimmy Stahr.
Personal Deputy: Ashild M. Bendiktsen.

It

TONY HAGSTROM, born 1936, Dr., Phil.. Member of SAS’s Board

TAGE ANDERSEN, born 1927 First Vice Chairman of SAS’s Board 1993 and Vice Chairman of the Boards of ABA and SILA, as

19972, Danish Chairman of SA%'s Board since 1990 and Chairman representative of the Swedish Government. Director General and
of the Board of DDL, as representative of the private Danish | CED of the Swedish Telecom. Vice Chairman of the Board of
owners. Former Chairman of management at Den Danske Bank. Syenskt Stal AB (SSAB). Member of the Boards of ASTRA, the
Member of the Boards of several Danish companies. Mational Agency for Government Employees (SAV] and (he Swedish
Persanal Deputy: Povl Hielt. Association for Share Promotion.

. B S o Parsonal Deputy: Ingemar Eliasson
BO BERGGREN, borr 1936, Hon. Dr. Eng. Second Vice Chairman of i

SAS's Board 1992, Swedish Chairrman of SAS's Board since 1992 i
i Employee Representatives:

and Chairman of the Boards of ABA and SILA, as representative of

the private Swedish owners, Chairman of the Board of STORA. Vice INGVAR LILLETUN, born 1938, Member of SAS's Board s

Chairman of the Boards of ASTRA, Investor, and the Swedish |  Employed in SAS Norway.

Employers’ Confederation. Member of the Boards of a large number Deputies: Randi Kile and Svein Vefall.

of companies and 0rg;e=.rzizatiuﬂ$. LEIF CHRISTOFFERSEN, born 1946. Member of SAS's

Personal Deputy: Erik Belfrage. 1991, Employed in SAS Denmark.

e 1879,

Board since

BIBRN EIDEM, born 19472, Supreme Court Attorney. Member of Deputies: Jens Tholstrup Hansen and !b Jensen.

§AS's Board since 1983 and Vice Chairman of the Board of DNL. | LEIF KINDERT, horn 194 1. Member of SAS's Board since 1892,
as representative of the private Norwegian owners. Senior Vice Employed i SAS Sweden.

President of Fred. Olsen & Co. Chairman of the Boards of Nordes Deputies: Harry Sillfors and Ulla Grontvedt.

Handels og Sjgfartsidende and Widerge's Airlines, Member of the |

Boards of Ganger Relf, Bonheur, and Harland & Wolff. President and CEO

Personal Deputy: Mads Henry Andenaes. JAN CARLZON. born 1941.

24



BOARD OF DIRECTORS’

The SAS Group's accounts are prepared in
accordance with International Accounting Standards.
(Figures in parentheses refer to 1991.)

FINANCIAL DEVELOPMENT
The Association of Eurepean Airlines (ABEA) reports
an increase in trallic measured in revenue passenger
kilometers of 13% in 1992, The increase in capacily
amounted to 11%.

In 1992 SAS noted weak growth in tralfic which
was affeeted sharply by the decline in Sweden, where
traffic decreased by 9% Both total traflic and produce-

tion increased by 2% compared

with 1991, excluding Linjeflye.

Competition over fares, how-

ever, resulted in a 7% de-

J cline m yield. The redue-

; tion in yield was aceentu-

ated in the second half when

competition increased in Sweden
due to deregulation.

The SAS Group’s operating  revenue  totaled
31445 MSEK (32.286). an increase of nearly 7% com-
pared with 1991, Adjusted for units acquired and sold
during the year, rvevenue rose by more than 1%,
Operating income before depreciation, ete. amounted

to 2,950 MSEK (2.717).

Income and Key Ratios [MSEK) 1992 1991
Operating revenue 34,445 32,286
Operating expense -31,515 -29.569
Operating income

before depreciation, etc. 2,930 LT
Depreciation, etc. -1,532 1,338
Gaing on the sale of
-flight equipment ] o
—shares, ele. 5 62
Share of income in affiliated companies -8 ) 871
Income after depreciation, etc. 1.395 821
Financial items, net -1,094 -882
Qeva\ue1tion of Swedish krona ] -1,150 -
Income after financial items - 849 2ot
Minority shares in income

after financial items 106 ] -17
Income before extraordinary items -743 -78
Extraordinary items - 1‘21:47
Income before taxes -743 Sl
Key Ratios
Investments 3,338 5,497
Return on
- capital employed, % 8 7
Equity/assets ratio, % 21 25
Debt/equity ratio, 1.7 1.2

Average number of employees 40,140 38,940

REPORT
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SAS Group Income Trend

lhoome Defore extraordimary items
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by krana §-

In spite of the weak market with lower vields as a
result of inereased competition over fares. operating
income remained at the same level as the preceding
vear. The cost-effective operations resulting from the
il('l‘li”] IPI'{lfil'Ellll ('ill'l'it'(i out ]P} :‘;\H (il“'i”;_" I|H' [Hl?-l
two years made a lIlE.l‘le' contribution to the retained
income level.

Depreciation was  higher than in 1991, 1.532
MSEK (1.,338), prir;m]_'”'\_ due to dt‘;n'm'iulinu n Li:l_jv—
flyg which was consolidated during the final seven
months of the year.

After gains on the sale of fixed assets of 5 MSER
(513), and share of income in affiliated companies of
—8 MSEK (—871). income alter depreciation, ete,
amounted to 1,395 MSEK (821). Exeluding gains on
the sale of fixed assets and shave of income in affiliat
ed companies, the 1991 meome after depreciation, ete.
amounted to 1.379 MSEK (see also Note 1). The 1991
share of income in affiliated companies included — 5144

MSEK. including —19 ¥

SEK in taxes. attributable to
Saison Holdings BV, and =325 MSEK attributable to
Aviation Holdings PLC. The interest in Saison Hold-
ings B.V. was sold in spring 1992, The investiment in
Awviation [oldings PLC was written down to zero in

the 1991 financial statements.

Net financial items amounted to 2240 MSEK, of

which approximately —1.150 MSEK net is attributable
to th(‘ Il[)ﬂ*['('l'[lr['ill‘r!\ G‘i'llf‘('l U!. tli(’ \\u‘(':l]((‘”(‘d S.‘v\‘(“li!-h
krona when it was allowed to float freely on November

19, 1992,

e w— ity 6

SAS Group Financial Position

. Equity

bilities
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SAS Group Investments

The effeet of the devaluation of the Swedish krona
on the financial statements of the SAS Group i«
deseribed in more detail in the section “Finaneial

Overview.” Net financial items excluding the currency

effect described  above, were thus  approximately

—1.094 M5EK. which should be compared with —882
MSERK in 1991, The inerease in linanecial expense is
[J;ll‘l]_\- atlributable to an inereased dverage interest-
bearing net debt of morve than 2,000 MSEK. In ad-
dition SAS"s changed currency mix vesulted in higher
interest expense,

Income alter financial items bat before minority
61). Income before

743 MSEK (-78).

shares was therefore —819 MSEK |
extracrdinary items amounted to

Excluding the non-recurring effect of the devalua-
tion of the Swedish krona, income belore extraordi-
nary items was 407 MSEK (—78).

Extraordinary items amounted to — MSEK (—1.214).
resttliing in income hefore taxes of 743 MsERK (-1,292).

1992 investments decreased by 1,859 MsER com-
pared with 1991 1o 3,358 MSEK. of which investments
aceonnted for 1.872 M=SEK.

i fthght equipment

Return on capital employved was 8% compared with

¢ in 1991, The equity/assets ratio fell from 25% 1o

21% primarily as a result of the revaluation of loans
in foreign corvencies following the devaluation of the
Swedish krona. The rise in total assets vesulting from
the acquisition of Linjeflvg alse alfected the equity/
assets ratio negatively by more than 1 percentage

point. The debtfequity ratio inercased from 1.2 1o 1.7,



Iin line with the focus on core operations. the SAS
Consortium’'s Board of Directors has deeided to evalu-

ate the possibility of selling SAS Service Partner.

Balance Sheet (MSEK) 1992 1991
Liguid funds 9,829 9,371
Other current assets 6,849 6,289
Fixed assets 28,790 24,854
Total assets 45,468 40,514
Current liabilities 11,713 Th a7y
Longterm debt 23,612 19,517
Suhordinated debenture loan 982 823
Minority interests 203 64
Equity 8,958 9,639
Total liabilities and equity 45,468 40,514

FINANCIAL OVERVIEW

The turbulenes in the linancial and foreign exchange
markets in 1992, and particularly the severely weak-
ened Swedish krona. had a negative effect on SAS's
nel financial items in 1992,

In order to mateh cash flows in currencies other
than Swedish kronor and to proteet the SAS Group’s
foreign currency assets, long-term bhorrowing has been
taken up in foreien currencies. mainly European low
interest-rate currencies. When the Swedish krona was
allowed to (loat in November 1992, it was devalued by
200 against the DEM and 15% against the ECGUL
considerable losses  being

resulting  in exchange

charvged against 1992 income from the revaluation of

the long-term debt at year-end rvates of exchange.
Losses on the long-term debt have been halanced to
some extent, however, against exchange gains on lig-
wid funds placed in forcign currencies. In the second
half, liquid funds were transferred from mainly Swed-
ish kronor to Buropean currencies. In addition gains.
primarily on short-term forward exchange contracts.
helped to reduce the negative effect of the revaluation
of the long-term debt.

Net financial items decreased 1o —2.244 MSEK
(—882). The exchange foss on SAS™s long-term debt totaled
approximately 2.750 MSEK, as a vesult of the devaluation
of the Swedish krona. Exchange gains on ligquid funds.
forward exchange contracts. ete. amounted to approx

imately 1,600 MSEK. whercapon the total charge

against income resulting from the devaluation of the
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Swedish krona amounts to approximately ~1,150 MSEK.
More than 400 MSEK of this is attributable to a reval-
uation of financial leasing debts in USD. These leasing
transactions were entered into with the express purpose
o matehing an asset in a foreign curreney against a liabil-
ity in a foreign curveney. in order 1o eliminate the cur-
reney risk in the event of major fluctnations in exchange
rates. SAS has adopted a strict interpretation of the

IAS prineiples and decided to revalue these loans as well.

A large part of the SAS Group’s fixed assets. such

ax airerafl for example, can be seen as foreign assels,
The markel value of these measured in Swedish kron-
or rises in direet relation to a Tall in the value of the
krona. but sinee such a revaluation is not included in
the balance sheet, the exchange gain can only be real-
ized in the event of an actual sale.

The devaluation of the Swedish krona is expected
to have a positive effect on operating income from
1993 onwards.

The Group’s hinanecial development can e sum-
marized in the following statement of changes in finan-

cial position.

Statement of Changes in

Financial Position (MSEK) 1992 1991
Net financing from operations 1,533 1,362
Investments -3.338 -5.197
Advance payments, net 466 694
Sale of fixed assets, ete. 86 897
Financing deficit -1,253 -2,244
Amortization/external borrowing, net 265 —145
Financial receivables, net -563 SE
Change in liquid funds -1,551 ~2,017
Effect on liquid funds of devaluation

of Swedish krona 1,793
Liguid funds in acquired companias 216 =
Change in liquid funds according

to the balance sheet 458 -2,017

Net financing from operations. including changes
in working capital, amounted 1o 1,533 MSERK (1.362)
in 1992, Investments fell from 5,197 MSEK in 1991 10
3338 MSEK.

A financing deheit of =1.253 M3SER (-2.294) was

incurred in 1992 after net advance payments for air-

eralt of 166 MSEK and 86 MSEK from the sale of

fixed assets.

REPORT
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The SAS Consortium’s 1992 long-term external new
horrowing amounted to 294 MSEK for full financing of
two MD-80s through the Japanese leasing market.

The Group’s total long-term horrowing amounts to
23,152 MSERK (19.123). As a vesult of a very limited
commitment to invest in new irerall, SASs total
funding requirements in the next few years are margi-
nal. The amortization profile on the long-term debt is
such that only limited amortization is vequired in the

next few vears, Liguid funds amounted to 9,820 MSEK

at year-end, compared with 9,371 MSEK on Decem-
ber 31, 1991, Liquid funds are primarily in European
currencies and USD.

SAS sl paper pro-

grams of 2,000 MSEK. 1,000 MNOK, 1.000 MDKK

has unutibized commereial
and 200 MUSD., as well as unutilized long term eredit
facilities of 450 MUSD.

SAS’s eredit ratings from Moodys in the ULS. and
Nippon Investor Services in Japan remained unchanged

i 1992, and arve classified A2 and double A minus,

PRODUCTION AND TRAFFIC

AVAILABLE TONNE-KILOMETERS

Share

Change
12 months i Million == % %
Intercontinental 3,379 -2 44
Europe 590 i4 30
Nordic countries | 333 sy 10
International | 2,702 3 81
Benmark 89 L 3
Morway 212 1 B
Sweden | 342 84 G
Sweden excl. Linjeflyg 373 -8
Domestic 643 33 19
TOTAL 3,345 8 100

PASSENGER, FREIGHT AND MAIL TRAFFIC

PASSENGERS

Pass. Change

12 months K %
intercontinental 6,634 2 40
Europe 4,510 11 ZT
MNerdic countries 1.586 4 10
International 12,730 2 77
Denmark 439 3 3
MNarway 1.377 & 5
Sweden 2,001 57 i2

Swederi excl. Linjeflyg 1,153 g
Domestic 3.817 29 23
TOTAL 16,547 7 100

respectively, for long-term debt. The short-term dehi
is rated at PLand Al+. respeetively. These ervedit vat-
ings are among the best in the air transport business

to external funding

and ensure SAS"s continued access ¢

at favorable terms.

Income by Business Unit [MSEK) 1992 1991
SAS T 25 1,038
SAS Internaticnal Hotels -135 -1,020
SAS Service Partner 261 146
SAS Trading 195 56
SAS Lelsure 64 64
Diners Club Nordic 34 30
Other operations ~37 392
Income before extraordinary items,

excluding devaluation

of Swedish krona 407 —78
Devaluation of Swedish krona -1,150 =
Income before extraordinary items -743 —78

Includes Airline, Finance and joint-Group cos
Includes Other operations and Group eliminat

SAS

From 1992 onwards SAS includes SAS Airline and

SAS Finance. both including subsidiaries, and joint

REVENUE TONNE-KILOMETERS LOAD FACTOR

Change
Millian |
a7 4 50 0.4
448 11 24 45.2
165 0 8 46.5
! §
| 574 o 82 58.2
45 1 2
133 7 ‘ I
178 50 9
107 10
356 23 18
1,930 4 100 | -3.6
CABIN FACTOR FREIGHT Mart
Change Million Change Million Change
% % tonne km % lonngdm %
R 334 27 9.4
2.0 32 4 13.0
1.0 1.0 e 3 1.5
62.3 -1.0 376 ~4.2 44 9.8
80.7 2.3 el —9.1 2 6.0
G664 58 & T 4 2.9
G3.4 -10.4 8 50.5 0 7.5
6891 4 e 7] -4.0
64.1 1.9 18 11.2 6 0.2
62.7 =1.1 392 -3.6 50 8.5
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Gr'(')llp costg, Comparative figures for 1991 have been
adjusted in accordanee with the present structure.

At year-end 1992 SAS's own tralflie system covered
98 destinations and included domestic routes in Den-
lll&ll"l(. N(H"-.\fﬂl\ i‘lll[:] S\r\'i"(lt‘", illt{:‘l'*SG’il]](]il]ll\ iﬂ” ]'Ul!li‘i,

routes to FEarope. the Baltic countries, North America.

and to the Middle and Far East.

SAS traffie trend during the year was lower than
the average 13% increase among members of the Asso-
ciation of Buropean Airlines (AEA). This was due to
the changed competitive elimate, primarily in Sweden
as a result of deregulation, and overcapacity and
fieree competition on intercontinental voutes. Meas-
ured in revenue passenger kilometers H{PK\) the
increase was 25 with a corresponding vise in capacity.
In spite of the inerease in RPK, passenger revenues
deereased by 5% as a result of pressure on fares and a
mix swing from BEuroClass to tourist eclass. The
inerease in RPK was 11% on European routes, 8% on
Norwegian domestic routes, 3% in Denmark. while
RPK deereased by 3% on intercontinental routes and
l))- 9% in Swedish domestie raftic {_t‘,\rhrding |,injf-—
flve). The syvstemwide cabin factor remained at the
1991 level of 63.1% for SAS (excluding Linjeflyo) and
total passenger volume was 14,6 million (13.9). Linje-
flye carried 3.8 million passengers in the full year
1992,

A new cooperation agreement was finalized between

SAS and Continental Airlines. The new agreement
ensures continued trafhe and market cooperation

between the companies and regulates SAS s use of gates
in Terminal C at Newark airport. The agreement
applics for an unlimited period but with a 12-month

notice period which gives SAS increased flexibility.

SASTE ACTION PROGRAM
[n 1991 SAS started a new action program designed to
substantially improve efficiency and develop the oper-
ation of the company. including subsidiaries, with full
effect as per January 1, 1993, The program has had

three stag

i cost suvings, organizational changes, and

product development.
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JSEAT KM SEH
Q.50 Tl ——— =
25 000
20,000 150 ,/
15,000
10,000 100 —
5,000 S
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88 89 80 91 92 88 B89 &0 B H2
Unsold seats — CAS mems 5 Majors
W ol seats AEA e [ATA
m Traffic revenues /Available Revenue /Paid tonne km (USD}
seat km
Unit Costs
All units were given specilic tar-
gets to work on and meet locally.
80
SWEDISH DOMESTIC TRAFFIC B0

part of the preparation for

increased competition in Europe 40 ——'._,ér"———

and in order to ensure a domi-

; o _ 20
nant position in  SASs  most 88 89 90 91 92
important home market, 50% of Bhs US Malors
AEA s | ATA

the shares in Linjeflve AD were
acquired [rom Bilspedition AB
and 19 from AB Aerotransport
on June 1, 1992, leaving AB Aerotransport with 499 .
Swedish domestic trafiie’s 1992 result was highly nega-
tive as a result of deregulation on July 1 coming on top
of the recession. If this acquisition had not bheen
made, the result would probably have been more
negative, The goal for Swedish domestie trafhic is, in a
totally deregulated market, to be able to retain a dom-
inant market share on routes open Lo (‘ull‘k[j)f_fliliur] |r}
adjusting the domestic network and exploiting synergy
effects. Linjeflyg’s operations were integrated in 8AS
on .lm‘llla!'}' 1. 1993 and |,-'i|1j(‘*.ﬂ)g now operates in
principle as a leasing company which places its capae-
ity at SAS’s disposal,

The i|11.(r;;r_1"e|l.inn of operations is expected to be
completed during 1993 and future cost reductions are
anticipated. Approximately 1,000 foll-time employees

are alfected divectly, The costz of the merger arve being

Cost/Available tonne km (USD)
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charged as acerued.

SAS's 1992 operating revenue totaled 22,795
MSEKR. representing an increase over 1991 when oper-
ating revenue amounted to 21,756 MSEK. Operating
revenue in Linjellve totaled 1,576 MSEK during seven
months. Traffic revenue rose by 4% to 19,426 MSEK.
Operations werve alfected by the negative trend in
Sweden. the genevally fiercer competition and the
weak economie elimate.

Fuel costs totaled 1.529 MSEK (1.521). The price
of fuel in cents per gallon fell by 8% .

Payroll costs inereased by 3% from 7.323 MSEK,
excluding restructuring costs, to 7,651 MSER. Exclud-
ing pavroll costs in Linjeflyg, a reduction of 6% was
noted. The average number of employees was 21,160
(ineluding Linjeflye, seven months) compared with
21.150 in 1991,

()I)(’r'(ftl:”g i“('l'ﬂ'”l" {'}V.Jf.f)r"‘. l'[(%])?‘(’("i!l!ir)f}. ete. was at
the same level as the previous vear, 1,959 MSEK
(1.958).

Gains on the sale of fixed assets amounted to 2
MSEKR (518).

Shares of income in affilicted companies totaled
~28 MSEK (-27).

Net financial items were reported at =2.131 MSEK
(=508}, This decrease is attributable to higher net hor-
rowing. higher interest and other financing costs. and
the effeet of the devaluation of the Swedish krona in
the amount of :15bil]'nxilllzit(-‘]'.\' -1.120 MSEK.

Income after financial items and minority shares

was — 1,002 MSEK (1.038). Exclad-

ing the non-recurring effect of the

N

devaluation of the Swedish krona.
income was 25 MSEK (1.038).
lncome (I_ﬁ'(’f" extraordind "y iterns
amounted to —1.092 MSEK (994).
2,731 MSEK

Investments totaled

(4.474), of which flight equipment

accounted for 1.868 MSEK (4.067).

W Exci. devaluation of Swedish krona {92
= Riturn on cap

T AIRCRAFT FLEET: The acquisi-

tion of |.inj¢'i'|u\‘g and Swedair added

employed*

pertan o Aidine 42 aireraft (of which eight are leased)

30

to SAS's aircralt fleet, New investment in existing
operations totaled nine aireraft: eight MD-80s and
one Boeing 767-300. Acquisitions and new invest-
ments provided SAS with 51 additional aiveraft. but
the fleet increased by only 10 aiveraft since five leased
DCY9-41s were returned. Due to some surplus capac-
itv, SAS leased out more aireralt during the year. At
year-end 11 aiveraft were leased out compared with
five at vear-end 1991.

Investments in new aireralt amounted to 1,711
MSEK during the vear. SAS (excluding Linjeflvg) has
invested nearly 17,000 MSEK in new airveraft between
1985 and 1992, Aircraft for a total of approximately

500 MUSD are contracted for delivery.

SAS’s Aircraft Owned/ Leased Leased On
Fleet Dec, 31, 1992 leased in  Total out order
Boeing 767-300 14 14 2

Boeing 767-200 2 2 2
Douglas MD-81 83 33

Douglas MD-82 14 14 5 8

Douglas MD-83 T 1. Al

Douglas MD-87 16 16

Douglas MD-90 6]
Douglas DC9-21 g £

Douglas DCY9-41 2% 8 29

Douglas DC9-51 1 1. 5

Boeing 737-500" 7 3 10 a 4
Fokker F-28° 14 5 19

Fokker F-50 13 9 22

SAAB 340° 13 13

Total 158

25 183 i1 12
1 Linjefiyg. TS ommutar Consartium
1) Leased oul Lo Al Eurape S.p.4.
=

3 to Southern Cross, aillan Airlines

eased

1 to Mardic East, 1 te Scanair,

SAS INTERNATIONAL HOTELS

SAS International Hotels” 409 stake in Saisan Hold-
iug_v‘-'- B.V. was sold to the maj(_n-ii_v owier, the J apanese
Saizon Group. in April 1992, Under the agreement
with Saison, SAS International Hotels took over three
hotels from the Inter-Continental Hotels (QH)H]»: SAS
Portman Hotel in London, SAS Royal Seandinavia
Hotel in Ditsseldorf. and SAS Royal Hotel in Cologne.
These hotels enjoy an exeellent reputation. a high
standard and good location. They therefore make an
important contribution to the continued development

of SAS International Hotels.



During the vear SAS International Hotels acquired
the outstanding 50% in STHSKA A/S. Copenhagen,
which has a 50% stake in a joint venture company set
up for the SAS Roval Hotel in Beijing. The hotel in

Kuwait was re-opened in autumn 1992, In addition

S International Hotels signed a long-term manage-

AS H.C. Andersen

ment contract for the operation of

Hotel in Odense, Denmark.

All shares in Royal Hotel AS. Oslo, were repur-

chased in 1992, The company owns SAS Scandinavia
Hotel in Oslo. In conjunction with the repurchase,
SAS International Hotels” shareholding in the real
estate company Coronado AS, booked at 137 MSEK,
received as part of the purchase price from the sale of
Royal Hotel AS in 1989 was sold. The sale of the Coro-
nado shares yielded a capital loss of =85 MSEK. As a
result of the repurchase of the Seandinavia Hotel. the
residual amount of the allocation for future leasing

costs. 30 MSEK. made on December 31, 1991 was

reversed.

SAS International Hotels” revenues amounted to
1.669 MSEK (1.604) in 1992. of which 206 MSEK was
attributable to the three new hotels. Including hotels
U[)t’)l‘ut(‘tl under management contracts, operating rev-
enues amoeunted to 2,154 MSEK (2.010). A small
inerease in revenues was noted for comparable units.

Income  before depreciation amounted 1o 112
MSEK (64,

Income hefore extraordinary items amounted to
~135 MSEK (-1.020) alter net financial items, execlud-
ing the non-recurring effect of the devaluation of the
Swedish krona, of =101 MSEK (-352). income [rom

the sale of fixed assets of =6 MSEK (-92), and <hare

of income in affiliated companies of =12 MSEK (-

Including the devaluation effeet mentioned above.
neome was — 128 MSEK (=1,020).

Investments totaled 67 MSEK (89). of which 25
MSEK was paid for the renovation of the SAS Royal
Seandinavia Hotel in Diisseldorf.

'1111" il\'c’['i]g(‘ I]ll"ll]“r [)r f‘[]]lll(‘]}'('@"‘ﬁ rose f]‘()]ll 2.\780
to 3,430, primarily as a result of the takeover of the

three Inter-Continental hotels.
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SAS International Hotels SAS Service Partner
Income Trend Income Trend
MSEK  Income & extranrdirary it i
Gean———

comi befors extraordingry itemis %

— (518}

SO0

4,000

1.500 0
88 B89 90 91 92 88 89 90 91 92
. Excl. devaluation of Swedish krona (92} [ ] Excl. devaluation of Swedish krona (G2
=== Occupancy rate = Return on capital employed

SAS SERVICE PARTNER

SAS Service Partner is heavily dependent on air traf-
fic, which accounts for a large part of the group’s rev-
enues. The rest comes from industry, particularly the
offshore industey. and from the publie seetor. notably
hospitals.

In Airline Catering a new flight kitchen in Munich
went into operation during the year and the rebuild-
ing of the flight kitchens in Oslo and Antalva, Turkey,
was completed, A new flicht kitehen in Copenhagen

opened in December. This Hight kitehen represents

SAS ¢

ervice Partner’s largest investment to date.

As part of Terminal Catering’s brand names strat-
ey, the husiness area has signed a cooperation agree-
ment with Burger King which gives Terminal Catering
sole rights to use this coneept and brand name at most
Buropean airports. An agreement was also signed with
the Cova-Cola Company for extended marketing of its
products.

SAS Serviee Partner’s 1992 revenues totaled 5.220
MSEK (4.614). an inervease of 1352 over 1991, Ineome
alter financial items. excluding the effect of the devalua-
tion of the Swedish krona, amounted to 261 MISEK (146).
Income before extraordinary items was 226 MSEK

| (1463, Investments totaled 418 MSEK (388).

SAS TRADING
SAS Trading conducts operations related to air travel.

The core business is the sale of rllll}'—fn*t‘ :_j‘(ml;:-: at air-
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SAS Trading

Income Trend

MSEK
50

Inome

befure extrann

v ients

ports and in (light.

In-flight sales on inter-Seandinavian routes were
resumed during the vear. SAS Trading also won a tender
for coneessions at Norwegian airports until mid- 1999,

The expansion in Eastern Europe continues and
includes a renewed ten-vear contract Lo operate a
shop in Riga, and the establishment of a new shop in
Warsaw which opened in December 1992,

1,741 MSEK (1.684) in 1992,

Revenues totaled

The core business inereased its revenues hy 129 but
the sale of subsidiaries rednced the total volume, Dur-
ing the year operations were made more effective and
adjusted to market conditions and unprofitable busi-
ness was sold,

Income before extraordinarvy items amounted to

195 MSEK (56).

SAS LEISURE

The SAS Leisure group is divided into three husiness
areas: Lour operations, hotels, and charter aivline serv-
ices. with Sweden and Norway as the kev markets.
Market shares amount to 43% and 449 . vespectively,
In the spring SAS Leisure started tour operations
in Denmark by introducing Vingrejser A/S in the Dan-
ish market. As in Sweden and Norway, however,
growth was faivly weak. In spite of unrest in the Novdie
markets, SAS Leisure’s Sunwing hotel chain had a rel-
atively good vear. partly due 1o the extensive cost
reduction program carried out in recent years.

Scanair had a good vear in terms ol income. The

SAS Leisure
Income Trend

e extraording

= Return on capital emp
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Diners Club Nordic
Income Trend

nary ile

- 10 20

adjustment of the aiveraft fleet to market conditions
and measures designed to raise productivity. resulted
in a well-trimmed charter airline.

SAS Leisure’s revenues inercased during the vear
to A4.629 MSEK (4,143), Income before extraordinary
items amounted to 64 MsEK (64). Investments totaled

90 MSEK (291,

DINERS CLUB NORDIC
The company has Iranchise rights to the Diners Clab
card in Denmark. Norway, Sweden. and Finland and
is also vesponsible for operations in the Baltic coun-
tries.

Operating revenue increased by 1059 in 1992 from
101 1o 440 MSEK. Income after fnancial items,
exeluding the effect of the devaluation of the Swedish
krona, totaled 34 MSEK (30). Income before extraor-

dinary items amounted to 30 MSEK (30).

AFFILIATED COMPANIES

Affiliated companies are companies in which the 3AS

Group’s ownership between 20 and 50%. These
inelude Airlines of Britain Holdings PLC ). Avia-

tion Holdings PLO (27% ). Spanair 5.\ (19%) and
LanChile S.A. (429 ).

The anticipated recovery in Airlines of Britain
Holdings” market failed to occur, l'v\-.n?ling I e ome
for the vear slightly below the 1991 level.

An additional 10% of the shares in the company

was acquired during the vear, Income after faxes



amounted to | MGBP (2). SAS"s sharve of this income
(35%). including a 17 MSEK (21) write-down of good-
will, is 14 MSEK (-15).

The Chilean airline LanChile S.A. reports positive
income of 1 MUSD, This should be seen as a good
result in a situation where the company is still inenr-
J‘i.!]:ﬂ' (’(”]ﬁ]‘l_]_f'l'il]]li‘ ]'(‘ﬁll'lil'tlll'i”;_" cosls d]lf_‘ Lo over-
capacity in the aireralt Heet, SAS's share of income is
booked at 3 MSEK (8).

The SAS Group’s inconmie before extraordinary
items ineludes share of income in affiliated companies
after taxes of =8 MSEK (- 871). The Group’s equity in

alfiliated companies amounted to 638 MSEK (1.111).

INVESTMENTS
The 5AS Group’s 1992 investments amounted to 3,338
MSEK. SAS aceounted for 2.731 MSEK of
ments, SAS International Hotels for 67 MSEK, SAS

Service Pariner for 418 MSEK. and 5AS Leisure for

iy esl-

90 MSEK. Investments in airerafll and other flight
equipment totaled 1,872 MSEK (4.095).
In 1992 shares were acquired in Linjeflyg AB for

367 MSEK.

PERSONNEL

The average number of employees in the various busi-
ness. units of the SAS Group in 1992 was 40,140
(38.940). of whom 21.160 {21.150) were employed in
SAS. inchuding Linjeftve for seven months, 3150
(2.780) in SAS International Hotels. 11,020 (10.650) in
SAS Service Partner, and 3.500 (3.3907 in SAS Leisure.

A breakdown of the average number of employvees
])"l' ('()l”ll]'l\ iH l']'[)\’j(l(\ﬁl in lh@" Ii!llll' lH‘I(?‘V.

The average number of employees in the SAS Con-
18,420 (19.190),
16.690) in Denmark, 4,046 (1.380) in Norway and

sortium  totaled including 6,817
5.848 (6.250) in Sweden.

The Group™s total payroll costs including payroll-
related costs amounted to 11,363 MSEK, compared
with 10,936 MSEK in 1991, Corresponding costs for
the SAS Consortium amounted to 6,201 MaEK (6.855)

(see also Note 3).
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Average number of 1992 1991

employees— SAS Group Men Women Men Women
Denmark 6,023 3,660 6,090 3,770
Norway 4,266 3,846 4,330 4,130
Sweden 6,254 5,046 5820 4,560
UK. 1,967 1,283 1,760 1,230
Germany 1,227 892 890 650
Spain 918 675 930 540
Turkey 782 163 750 100
Gieegce 245 195 240 180
USA 152 199 190 270
Other 1,376 971 1,350 1,060
Total 23,210 16,930 22,350 16,590

SAS AND THE ENVIRONMENT

Eavironmental activities were decentralized still further
in 1992, The airline no longer has a central environment
department. Responsibility for coordination has been
illl;l[)ll"(l to the situation [)'I‘I‘Vﬂi“ll;‘; in each country.

Since 1986 fuel consumption (liter/seat kilometer)
has been deereased by 17% through investment in
new aiveraft,

Copenhagen Airport will obtain environmental
approval by 1999 at the latest. All new buildings and
installations must be approved from the outset. SAS
has produced a proposal for a new SAS terminal
which almost eliminates vehieles from aiveralt ban-
dling.

Together with the Norwegian Board ol Civil Avia-
tion, SAS has developed a closed system for recyeling
de-icing fluid (glyeol) at Fornebu Airport. During
1992 the de-icing avea was given a impervious surface
which will further inerease the recovery ratio.

SAS Norway has heen actively engaged in energy
cconomy in recent vears, The rvesults from 1992 are
positive with a 95,000 liter reduction in oil consump-
tion with enly a small inerease in elecirie power.

Charges for excessive noise levels have been intro-
dueed at Fornebu and Bodg.

In Sweden. SAS has participated in the collection
of data on noise, exhaust emissions and discharge from
de-icing, Tor the Civil Aviation Board’s application to

q*xpfunl nl)(--!‘ulinn.\ with a third runway at Arlanda.

THE SAS CONSORTIUM

The SAS Consortium is formed by the three nationa

REPORT
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airlines of Denmark, Norway and Sweden: Det Dans-
ke Luftfartselskab A/S (DDL),
AB Aervotransport (ABA),

Det Norvske lLultfart-
selskap A/S (DNL) and

respectively. The SAS Consortium comprises SAS

{formerly SAS Airline, SAS Finance, the 8AS Group’s
executive management and joint-Group projeets) and
SAS Trading, both excluding subsidiaries.

The SAS Consortium’s assets, labilities and earn-
ings are divided between the parent companies at the
(““I-i (')f‘ (Hl('h fllf'“"dl _\r'f'i'l" ilf’l'“!'i'lillf_’: o 'h(’.ir' ]'l".‘il"l‘"(fli\f"
ownership shares: DDL 2/7, DNL 2/7, ABA 3/7.

The SAS Consortium’s operaling revenue amount-

ed to 22,093 MSEK (22.310). Capital gains on the sale
ol (light equipment totaled 0 MSEK (429).
Net financial items totaled —1.644 MSEK (-383)
and inelude dividends from subsidiavies and affiliated
companies of 264 MSEK (57). As a vesult of the deval-
]l(ltj()ll ”_r 1'1(‘ S‘\'(“,d_i.‘«]l l\l‘()]l{l. ”l't '”‘”'d”(_'iul itf"”i.\ wetre
charged with a non-reeurring effect of approximately
1,080 MSEK ().

Income after depreciation and financial items then

amounted 1o —054 MSEK (974). After gain on the sale of

shares, ete. totaling 20 MSER (-2.095). unusual items

totuiin;_( ~131 MSEK (269) and t*\tr‘;n_n‘(_!ill;lr}' itermns
totaling ~ MSEK (24). income before taxes amounted 1o

~760 MSEK (-828).

Remuneration to the SAS Consortium’s Board of

Directors amounted to 1.5 MSEK in 1902,

The SAS Consortium’s accounts are prepared in
aceordance with the same principles as the SAS Group,
excepl for the accounts of subsidiarvies and atfiliated
"()Illil?l[lit":. H"I‘ !1](" Sfﬁ('ii()[l \:iil[lil!i“” 'dl]il ,\"('{llillli“‘rl_
Principles, The SAS Consortium’s accounts arve pre-
sented separately in the following finaneial statements

and notes.

THE SCANAIR AND SAS COMMUTER CONSORTIA
The Seanair 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. respec-

tively.
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THE SCANAIR CONSORTIUM
Seanair is the largest charter airline in the Nordie
countries, Scanair conducts traffic primarily from
Sweden and Norway, mainly to destinations around
the Mediterranean and to the Canary lslands, Scanair
also flies from Denmark following SAS Leisure’s estah-
lishment there.

The aiveralt fleet comprises six DC~10-10s, two of
which were leased ot in 1992, and four MI)—80s. two
leased in from SAS, one from Salénia, and one from
SAS Leisure AB. In addition. marginal capacity was

leased from SAS at weekends.

Statement of Income (MSEK) 1992
Operating revenue 1,996
Operating expense ~1,944
Operating income before depreciation 52
Depreciation ~25
Operating income after depreciation 27
Financial items, net 25
Income before extraordinary items 52
Balance Sheet (MSEK) 1992 1991
Liguid funds 21 25
Other current assets 265 203
Total current assets 286 228
Fixed assets 80 98
Total assets 366 326
Current liabilities 278 290
Equity 88 36
Total liabilities and equity 366 326

During the year the charter market in Sweden recov-
ered from the downturn in 1991, A flexible and eost
ellective aireralt feet in combination with suecesslul
tour operators. inereased Scanair’s share of the Seandi-
navian charter market from 299 in 1991 1o 345 in 1992,

Scanair’s 1992 sales totaled 1.996 MSEK (1.519),
of whieh charter air services accounted for 76%. In
flight sales and leasing of aiveraft, ete. aceounted for
th{' ]_"G"HV(]‘!YI(.I(‘!'. Illf'UIIII_" EJ("rHI'!" (“\tl'{l“i:(“i‘iill') i[('”l?ﬁ

amounted to 52 MSEK (-29).

THE SAS COMMUTER CONSORTIUM
S\H ‘_‘l}nl!]l“i"‘r i?\ i !_)I'()‘Ill(‘lii?]] ('|)|1|[)'Ll”.\ \«i[li('ll COr-
duets air transport on behall of SAS in Scandinavia

and Northern Europe. using Fokker 50 aiveraft. The



total fleet comprises 22 aireraflt, of which 17 were used
in EuroLink, a southern traffic svstem based in Copen-
hagen. in 1992, The remaining five were used in Nor-
Link. a northern system hased in Tromse. Norway.
Approsimately 16.400 flights carrying a total of
1.362.000 passengers were made during the year,
Operating revenue totaled 524 MSEK (513). Income
before extraordinary items amounted to 70 MSEK

(59). Swedair AB (formerly a subsidiary of Linjeflyg)

will be taken over by SAS Conunuter in 1993,

Statement of Income (MSEK) 1992 ] 19917
Operating revenue 524 513
Operating expense ; -376 -384
Operating income before depreciation 148 129
Depreciatior -26 -20
Operating income after depreciation 122 109
Financial items, net ) 77u7
Income before extraordinary items 70 59
Balance Sheet (MSEK) - 1992 1991
Liquid funds 33 ul
Other current assets 17 13
Total current ‘assets 50 54
Fixed assets 926 819
Total assets 976 873
Current liabilities 68 B8
Long-term debt 560 533
Equity 348 282
Total liabilities and equity - 976 873

ALLOCATION OF INCOME AND EQUITY
Alloeations arve made by SAS’s parent companies: DDL
in Denmark. DNL in Norway, and ABA in Sweden. all

of which also pay taxes in their respective countries on

their share of the SAS Consortium’s income.

BOARD OF DIRECTORS”®

The Board of Directors and the President propose
to the SAS Assembly of Representatives that no trans-
fers be made to the parent e‘(.Jm]!‘dHi(‘S- and that the

SAS Consortium’s deficit for the year. totaling —~765

MSEK. be charged agamnst the SAS Consortium’s capi-

tal aceount. which will thereafter total 7.689 MSEIK.

1993 FORECAST

Air transport between EC countries was deregulated on
January 1. 1993, This resulted immediately in feree
competition over fares. Continued tough pressure on
vields can therefore be expected during the year.

SAS’s  rationalization  program has therefore
entered a second phase designed to reduce controlla-
ble costs by a further 22% in two to three years. The
entire program will result in cost reductions totaling
40% compared with 1990,

The airline industry in the deregulated Europe is
currently undergoing a profitability crisis and exten-
sive restructuring is to be expected during the next
three years.

In order to secure SAS’s role and Secandinavian
interests ininternational civil aviation in the long
term, SAS is holding talks with KLM, Swissair and
Anstrian Airlines about the possibility of an extensive
strategic cooperation,

Business in 1993 is characterized by considerable
uncertainty regarding economic growth in SAS’s key
markets. the curreney markets, and continued dere-
gulation and competition. In spite of this, SAS expects

some improvement in income hefore taxes in 1993,

REPORT

Stockbiolm, March 10, 1893

Tage Andersen Harald Norvik Bo Berggren

Lars P. Gammelgaard Bjorn Eidem Tony Hagstrom

Leif Christoffersen Ingvar Lilletun Leif Kindert

Jan Carlzon
President and Chief Executive Officer
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SAS Group Consolidated Statement of Income

(Note 1)

MSEK 1992
Operating revenue — Note 2 34,445
Operating expense — Note 3 -31,515
Operating income before depreciation, etc. 2,930
Depreciation, etc. - Note 4 =1.532
Gain on the sale of flight equipment — Note 5 0
Gain on the sale of shares, elc. — Note 6 5
Shares of income in affiliated companies — Note 7 -8
Income after depreciation, etc. 1,395
Financial items, net - Note 9 -1,094
Devaluation of Swedish krona, net - Note 9 -1,150
Income after financial items - 849

Minority shares of income after
financial items 106

Income before extraordinary items -743

Extraordinary items —~ Note 11 2

Income before taxes -743
Taxes payable by subsidiaries — Note 12 -128
Income before taxes relating to the SAS Consortium -871

36

199
32,286

-29.569

2,17
~1.338
—62
-871
821

-882

61

20
78

1,214
S

1,330
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SAS Group Consolidated Balance Sheet (note1)

MSEK
ASSETS

Current assets
Liguid funds — Note 13
Accounts receivable

Prepaid expense and
acerued income

Other accounts receivable

Expendable spare parts
and inventory — Note 14

Prepayments to suppliers

Total current assets

Fixed assets
Restricted accounts — Note 15

Shares and participations — Note 16

Equity in affiliated companies - Note 17

Other long-term accounts receivable

Goodwill and other
intangible assets — Note 18

Long-term prepayments
to suppliers — Note 20

Fixed assets: — Note 21
Construction in progress
Aircraft
Spare engines and spare parts
Maintenance and aircraft
servicing equipment
Other equipment and vehicles
Buildings and improvements
Land and land improvements

Total fixed assets
TOTAL ASSETS

Assets pledged, etc. — Note 28

1992

9,829
3,854

760
1,496

684
55
16,678

47
149
638
740

409

366

169
17,524
1,150

95
2,157
5,062

284

28,790

45,468

1,989

1991

e
3,456

839
1,107

843
44
15,660

74
264
1.441
726

461
758

344
14,728
899

174
1,803
2,960

222

24,854

40,514

787
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MSEK
_LIABILITIES AND EQUITY

Current liabilities
Accounts payable
Taxes payable

Accrued expense and
prepaid income

Unearned transportation
revenue, net — Note 22

Prepayments from customers
Current portion of long-term debt
Other current liabilities

Total current liabilities

Long-term debt

Bond issues — Note 23

Other loans — Note 24

Other long-term debt — Note 25
;I'otal long-term debt

1992

1,561
172

4,029

1,062
372
680

3,837

11,713

10,127
11,309

23,612

Subordinated debenture loan - Note 26

Minority interest
Equity — Note 27
Capital

Restricted reserves
Unrestricted reserves
Net income for the year
Total equity

TOTAL LIABILITIES
AND EQUITY

Contingent liabilities — Note 29

982

-§71
8,958

45,468

1,398

1991

1,457
157

3,133

1,467
436
553

2,968

10,471

8,844
8,450
22ed

19217

823
64

B
593
1,081

—1.230
9,639

40,514

892
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SAS Consortium Statement of Income (note 1)

MSEK
Operating revenue - Note 2
Operating expense — Note 3

Operating income before depreciation, etc.

Depreciation, etc. - Note 4
Gain on the sale of flight equipment — Note 5

Income after depreciation, etc.

Dividends — Note 8
Financial items, net — Note 9
Devaluation of Swedish krona, net — Note 9

Income after financial items

Gain on the sale of shares, etc. — Note 6
Unusual items - Nate 10

Income before extraordinary items

Extraordinary items — Note 11

Income before taxes*

'Taxes are the responsibility of the SAS Consortium parent companies.
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1992
22,093

-20,354
1,739

-749

990

264
-828
-1,080
-654

20
-131
~-765

~765

20,664

1,676
748
429

1,357

57

- 440

974
-2,095
269
-862
24
-828
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SAS Consortium Balance Sheet (note1)

MSEK
ASSETS

Current assets

Liquid funds — Note 13

Accounts receivable, subsidiaries
Accounts receivable

Prepaid expense and accrued income
Qther accounts receivable

Expendable spare parts
and inventory — Note 14

Prepayments te suppliers

Fixed assets

Shares and participations
in subsidiaries - Note 16
Other shares and
participations — Note 16

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

Other long-term accounts receivable
Intangible assets -- Note 18

Lang-term prepayments to

suppliers — Note 20

Fixed assets: — Note 21
Construction in progress
Aircraft
Spare engines and spare parts
Maintenance and aircraft
servicing equipment
Other equipment and vehicles
Buildings and improvements
Land and land improvements

Total fixed assets
TOTAL ASSETS

Assets pledged, etc. — Note 28

1992

8,902
460
1,417
407
2,338

354

13,886

1,761

314

2,276
528
153

323

45
14,761
650

95
313
1,557
79

22,855
36,741

27

18991

8,696
1,475
1,285
543
786

343

13,123

1,652

66

2,186
548
178

728

132
13,608
583

152
387
1,154
80
21,305

34,438

31

39

MSEK

LIABILITIES AND EQUITY 1992
Current liabilities

Accounts payable, subsidiaries 505
Accounts payable, suppliers 756
Accrued expense and prepaid income 2,672
Unearned transportation

revenue, net — Note 22 967
Current portion of long-term debt 555
Other current liabilities 2,307
Total current liabilities 7,762
Long-term debt

Bond issues - Note 23 10,110
Other loans — Note 24 9.125
Other long-term debt - Note 25 1,088
Total long-term debt 20,323

Subordinated debenture loan — Note 26 267

Equity - Note 27

Capital
DDL 2,415
DNL 2,415
ABA 3,624
Total capital 8,454
Net income for the year ~-765
Total equity 7,689
TOTAL LIABILITIES
AND EQUITY 36,741
Contingent liabilities — Note 29 1,291

REVIEW

1991

1,805
689

2,602

1,167

350
1.454
8,067

8,830
7,624
640
17,094
823

2,652
2,652
3978
9,282

~825

3,454

34,438

1,470
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Statements of Changes in Financial Position

SAS Group SAS Consortium

MSEK 1992 1991 1992 1991
THE YEAR’S OPERATIONS
Income before taxes -743 —1 280 -765 ~-825
Depreciation 1,532 1,298 749 708
Revaluations, write-downs, ete. 191 1,263 120 =245
Gain on the sale of fixed assets -74 -463 -20 1,666
Devaluation of Swedish krona 1,150 = 1,080
Other, net -314 699 19 -250
Funds provided by the year's operations 1,742 1,505 1,183 1.051
Change in:

Expendable spare parts and inventory 206 36 -10 65

Current receivables 444 -281 610 82

Current liabilities - 859 102 87 -17
Change in working capital -209 =143 G687 100
Net financing from the year’s operations 1,533 1,362 1,870 AN
INVESTMENTS
Aircraft -1,711 5.893 -1,711 -3.993
Spare parts -161 -102 -140 -68
Buildings, improvements and other equipment -891 ~879 -110 -171
Shares and participations, goodwill, etc. -575 223 -677 -6
Total investments -3,338 -5 AGF -2,638 —-4,238
Advance payments for flight equipment, net 466 694 406 674
Sale of fixed assets, ete. 86 973 199 1062
Other - ~76 = 234
Net investments -2,786 -3,606 -2,033 2,268
Financing deficit -1,253 —2.,244 -163 o 8
EXTERNAL FINANCING
Longterm receivables -460 397 -442 980
Repayments and early redemption -900 -4,042 -901 3,053
Borrowings 1,165 3,897 403 3,857
Change in minority interest -103 =25
Capital infusion — subsidiaries and affiliated companies - 2,135
External financing, net -298 227 -940 -851
Change in liguid funds (cash, bank balances
and short-term investments) prior to devaluation of
Swedish krona and liquid funds in acquired companies -1,551 2017 -1,103 1,968
Effect of devaluation of Swedish krona on liquid funds 1,793 = 1,309 -
Liquid funds in acquired companies 216 - -
CHANGE IN LIQUID FUNDS
according to Balance Sheet 458 -2,017 206 ~1,968
Liquid funds at beginning of the year 9,371 11,388 8,696 10,664
Liquid funds at year-end 9,829 9,371 8,902 8,696
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Notes to the Financial Statements

VALUATION AND ACCOUNTING PRINCIPLES

General

The SAS Group's financial statements are prepared in accordance with
the recommendations of the [nternational Accounting Standards
Committee (IASC).

The same accourting principles are applied by the SAS Consortium
with the exception that shares in affiliated companies which are reported
according to the equity method by the SAS Group, are reported accor-
ding to the purchase method by the SAS Consortium. The SAS Consor
tium also reports sheres in subsidiaries according to the purchase method.

Consolidated Financial Statements

Definition of Consolidated and Affiliated Companies:

The consolidated financial statements of the SAS Group include the
8AS Caonsortium, its wholly owned subsidiaries and those partly owned
companies in which the SAS Consortium has a controlling interest. The
consolidated financial statements also include the Scanair and SAS
Commuter consortia. Certain wholly owned subsidiaries which are
closely connected with the business of the SAS Consortium are directly
included in the accounts of the SAS Consortium. For further information
see Note 16, the specification of shares and participations.

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

Holdings in major affiliated companies in which the S5AS Group's
ownership is at least 20 and not more than 50%. or in which the SAS Group
has a controlling interest, are reported according to the equity method.

Principles of Consolidation

The consolidated financial statements are prepared according to the pur-
chase method, whereby subsidiaries’ assets and liabilities are reported at
market value accord ng to an acquisition analysis. if the acquisition value
of shares in a subsiciary exceeds the estimated market value according to
the acquisition analysis, the difference is reported as consolidated good-
will. Accordingly the SAS Group's balance sheet includes equity in acquired
companies anly to the extent it was earned after the date of acquisition.

The book value of stocks in major affiliated companies is reported in
accordance with the eguity method. This means that the SAS Group’'s
share of the affiliated companies’ equity amounts to the share of equity
taking into account deferred taxes according to the tax rates in the
country concerned and any residual values of surpluses/deficits.

The SAS Group's share of affiliated companies’ income after taxes,
adjusted for depreciation /dissolution of acquired surplus/deficit values,
is reported in the Consolidated Statement of Income. See Note 1,
Changed Accounting Principles.

Translation of Foreign Subsidiaries’ Financial Statements

The financial statements of foreign subsidiaries are translated into
Swedish kronor using the currentrate method. All subsidiaries’ assets
and liabilities are thus converted to Swedish kronor at year-end rates of
exchange, while all income statement items are translated the
average annual rate of exchange. SAS's share of such translation
difference is transferred directly To the equity of the SAS Group.

Receivables and Liabilities in Foreign Currencies and Financial
Instruments

Current and longterm receivables and liabilities in currencies other
than Swedish kronor are stated in the balance sheet translated at year
end market rates of exchange. Realized and unrealized currency ex
change gains and losses on receivables and liabilities are reported
above income. (See also Note 9.)

SAS uses various financial instruments to control the company's
total currency and interest exposure. The use of these instruments
must be seen in connection with the above-named receivables and liabi
lities. The following accounting and valuation principles are used:

Fornward exchange contracts: Financial forward exchange contracts
are valued at market value at yearend. Unrealized exchange gains and
losses are reported above income. The difference between the forward
rate and the current market price on the date of the contract (forward
premium) is an inierest rate difference, which s reported under net
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interest income.

Currency swap contracts: Currency swap contracts are valued at mar-
ket exchange rates at yearend. Unrealized exchange gains or losses
are reported above income. The net income effect of interest income
and interest expense connected to a currency swap contract is accrued
over the term of the contract and included in income.

Currency options: Currency options are valued at market value at year
end. Unrealized exchange gains or losses are reported above income.
Option premiums are capitalized and accrued over the term of the option.

Interest rate swap contracts: The net interest effect of interest income
and interest expense is transferred to income as incurred.

See Note 31 - Financial Instruments.
Exchange rates to SEK for some principal currencies:

Yearend rate Average rate

Currency 1992 1991 1992 1991
Denmark DKK 100 143.50 94.10 96.46 94.64
Nearway NOK 100 102.75 93.00 93.66 93.35
USA UsnD 7.05 5.56 5.83 6.05
U.K. GBP 10.69 10.41 10.23 1067
Switzerland CHF 100 483.24 411.60 414.14 422.45
Germany DEM 100 438.24 366.25 372.68 364.85
Japan JBY 100 5.66 4.42 4.60 4.50

ECU 8.55 7.43 7.51 7.49

Expendable Spare Parts and Inventory
Expendable spare parts and inventory are stated at the lower of cost or
market value. Appropriate deduction for obsolescence has been made.

Fixed Assets and Depreciation
Fixed assets are stated in the Balance Sheet at cost less accumulated
depreciation. Depreciation is booked according to plan based on the
assets’ estimated economic lives.

Since 1988, a reducing balance method of depreciation has been
applied to flight equipment [Boeing 767, Boeing 737 and MD-80)} over
the economic life of such investments, meaning that the asset is fully
depreciated after approximately 19 years.

This method results in an even distribution of capital costs over the
useful lives of the assets. Depreciation during the first year amounts to
2%, thereafter increasing by 1/3% annually, i.e. 2 1/3% in year 2, 2 2/3%
in year 3, and so on.

Fokker F28 aircraft and spare parts for them are depreciated over 15
years by 10% of residual value. SAAB 340 aircraft are depreciated accord-
ing to the annuity method over 12 years by 20% of residual value.

Interest expenses on advance payments for aircraft not yet delivered,
are capitalized. If it is decided to postpone delivery of aircraft for which
advance payments have been made, capitalization of interest expenses
ceases, Once the aircraft in question goes into operation. depreciation
is begun on the capitalized interest charges, in accordance with the
principle for flight equipment.

Maintenance and aircraft servicing equipment and other equipment
and vehicles are depreclated over a period of 5 years, The annual
depreciation of buildings varies between 2 and 20%.

Goodwill and other intangible assels are depreciated over their
estimated economic lives: long-term strategic investments in SAS’s ope-
rations are depreciated for up to 15 years, and other investments over
a byear period,

Major modifications and improverments of fixed assets which increase their
value are capitalized and depreciated over their estimated economic lives,

Improvements to the Group's own and leased premises are, in prin-
ciple, depreciated over their estimated useful lives, but not to exceed
the length of the leasing period for the premises.

Pension Commitments

All pension commitments have been covered by the payment of insurance
premiums and allocations 1o pensions. Allocations are based on actuarial
calculations of the discounted commitment. Socailed vulnerable pension
commitments where the pension is not yet in payment are reported
under Contingent Liabilities, see Note 29,
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Traffic Revenue
Ticket sales are reported as traffic revenue only upon completion of the
air travel in question.

The value of tickets sold but not vet used is reported as unearned
transporiation revenue. This item s reduced either when SAS or another
airline completes the transportation or after the ticket holder has re-
quested a refund.

A portion of unearned transporiation revenue covers tickets sold
which are expected to remain unused. A reserve against the unearned
transportation revenue liability is assessed annually. This reserve is
reported as revenue the following year.

Maintenance Costs
Routine aircraft maintenance and repairs are charged to income as
incurred.

From 1891 onwards, allocations are made for future heavy main
tenance. costs for the MD-80s, in order to obtain a more even distri-
bution of maintenance costs. The costs for which allocations are made
relate to D-checks, which are cartied out approximately every ten years
at a cost of 10 MSEK. The annual allocation per alrcraft is 1 MSEK.
Allocations for future maintenance costs are also made for Fokker F50s
(belonging to the SAS Commuter Consortium). Charges for engine
services for Fokker F28s are capitalized and depreciated over four years.

Other Income and Expense

Income fram the sale of flight equipment, hotel properties/operations,
ete. is reported in income after depreciation, etc. Such items have a direct
connection with the company’'s normal operations and often contribute
to various financing aperations. The extent of these items and their effect
on earmings can vary considerably from year 1o year. They are therefore
reported separately, to allow an accurate assessment of gperating income.

[ amounts in MSEK
wless otherwise stated.

Notes:

Note 1 — Changed Accounting Principles

SAS Group and SAS Consortium

To make the 1992 and 1991 financial statements comparable, some
items relating to the 1991 fiscal yvear have been reclassified.

Starting in the 1992 fiscal year, shares of income in affiliated
companies are reported after tax. The corresponding items in the 1991
financial statements have been adjusted accordingly. See Accounting
Principles, page 41.

From 1992 onwards
minority shares. The corresponding item in the
ments has been reclassified.

items includes
financial state

income before extracrdinary
1991

Note 2 - Operating Revenue

1992 1991

Traffic revenue: Passengers 16,277 16,883
Freight 1,066 1.092

Mail 207 200

Other 550 424

Other operating revenue 3,993 3741
SAS Consortium operating revenue 22,093 22,340
Subsidiary operating revenue 14,509 11.907
Group eliminations -2,157 ~1,961
SAS Group operating revenue 34,445 32,286
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Extraordinary Income and Expense

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

SAS Consortium

The SAS Group's accounts are prepared in accordance with 1AS. Qut of
regard for local regulations concerming accounting and taxation in
Sweden and Norway, the main deviation in the principles applied by the
SAS Consortium is that shares in subsidiaries and affiliated companies
are reported at cost, and dividends are transferred to income.

Definitions of Financial Terms and Ratios

Gross profit margin (GOP). Income before depreciation, etc. in relation
to operating revenue,

Net profit margin. Income after financial items in relation to operating

revenue.

Pretax return on capital employed. Income after depreciation, ete. plus
financial income in relation to the average capital employed. Capital
employed equals total assets less noninterest-bearin bilities.

Pretax retumn on eqguity. Income after financial items in relation to
average equity and minonty interests.
Debt/equity ratio. Interestbearing liabilities minus interest-bearing

assets in relation to equity.
Equity/assels ratio. Equity plus deferred
relation to otal assets.

Net financing from opérations.
change in working capital.
Interest coverage ratio. Income after depreciation plus financial income
in relation o financial expense.

Net debt, Interestbearing debts minus interest-bearing assets.

taxes and minority interasts in

Funds provided internally including

bui)%ldmr» operating revenue includes traffic revenue totaling 1,504
105) from Scanair and traffic revenue from Linjeflyg from June 1-
Dec, 31 of 1,352 {-). SAS's traffic revenue is reported after deducting
diseounts, which amounted to 961 (842),
Revetrsals of unnecessary reserves for unearned transportation reve
nue have added 415 (302) to traffic revenue. See the section Traffic
revenue in Accounting Principles, page 42,

Note 3 - Operating Expenses

SAS Group SAS Consortium

1992 1991 1992 1991

Personnel/payroll costs 11,737 11,386 6,474 7079
Airgraft fuel 1.786 15735 1,386 1.524
Other aperating expenses 17,992 16,448 12,494 12.061
Total 31,515 29,569 20,354 20664

Other operating expenses of the 5A5 Consortium include government
user-fees, commissions, purchased services, supplies, etc.

The 1991 personnel/payroll costs have been reclassified so as to be
comparable with 1992 since only payroll costs including payroll-related
cosis were reported here in 1991

In 1991 restructuring costs of 722 were included among operating
expenses, reclassified in comparative figures with 526 in payroll costs
and 196 in other operating expenses.




Note 4 - Depreciation, etc.

SAS Group  SAS Consortium
1992 1991 1992 1991
Goodwill and intangible assets 116 102 25 25
Alrcraft 519 378 431 331
Spare engines and spare parts 78 53 11 28
Maintenance and aircraft
servicing eguipment 56 73 47 56
Other equipment and vehicles 581 555 154 198
Buildings and improvements i81 137 80 70
Land improvements 1 1 -
Sub-total 1,532 1,298 749 708
Leasing costs for
aircraft capacity 0 40 0 40
Total 1,532 1,338 749 748

In 1990, 15 DC-9s, one DC-10 and five Fokker-27s were sold in
connection with the changeover of the aircraft fleet. SAS leased back
the DC-9s and the DC-10 for a short period (operational leasing) to
maintain capacity during the transition to MD-80s and Boeing 767s.
On the date of the sale @ 290 allocation was made against future
additional costs of leasing these aircraft. Leasing costs, 70 (161), paid
for leasing back these aircraft have been deducted from the allocation.

Flight equipment is depreciated on a reducing balance over the
investment's economic life, resuiting in full depreciation after approxi-
mately 19 years. The book value of the aircraft fleet placed in relation
to estimated market value based on the USD rate on December 31,
1992, indicates that market value exceeds book value,

Note 5 — Gain on the Sale of Fiight Equipment

SAS Group 1992 1991
SAS 0 429
Allocation to reserve for intra-Group profit 0 ~bd
Total 0 275
SAS Consortium 1992 1991
SAS 0 429
Total 0 429
Note 6 - Gain on the Sale of Shares, etc.

SAS Group 1992 1991
Shares in SAS Palais Hotel AG, Vienna - 54
Other properties 83 —150"
Shares in Coranade AS -85 -
Shares in Amadeus = 64
Shares in Travel Management Group Sweden AB - 30
Operations in Ostermann Petersen A/S including

value adjustment of property - -B5
Other shares - 7 —5
Total 5 -B2

Ul 1989, two hotel properties were soid under a sale and leaseback agree-
ment. A 150 allocation was made in 1991 to cover leasing costs which are
not expected to be contained in the income from hotel operations in the
present economic climate. In conjunction with the repurchase of Royal Hotel
AS, Oslo, i1 1992, 80 of this allocation was reversed.

SAS Consortium 1992 1991
Shares In Jetpak 16

Shares in SAS International Hotels Holding AS - -1.496
Shares in SAS Holding A/S - —-913
Other shares 4 14
Total 20 -2.095

FINANCIAL

Note 7 — Share of Income in Affiliated Companies

SAS Group 1992 1991
Saison Holdings B.V. - -544
LanChile S.A. 3 8
Airlines of Britain Holdings PLC (ABH)* -14 -15
Polygon Insurance Company Ltd. -16 -5
Grantandsfly A/S 1 0
Spanair S.A. 0 10
SAS Grand Hotel Beijing J.V. Co. Ltd.

{SIHSKA A/S) 0 —15
SAS Casinos Denmark A/S/Casino

Copenhagen K/S 1 13
Tenerife Sof S.A. 4 =
Aviation Holdings PLC = ~325
Asiana Catering [Inc. 0 -1
Toivelomat O.Y, -7 -10
International Service Partner Inc. 2 ]
Kabenhavns Lufthavns Forretningscenter K/S 31 21
Plusresor AB 0 2
Others -13 -18
Total -8 -871

Share of income inciudes depreciation of goodwill totaling 17 (21).

SAS's share of income in affiliated companies is reported after laxes
from 1992, Comparative figures for 1991 have been adjusted. SAS's
share of income in affiliated companies is based on the companies’

REVIEW

| unaudited preliminary reports.

Note 8 - Dividends
SAS Consortium

Dividends from:
SAS Service Partner A/S
SAS Diners Club Nordic AS
SAS Aviation Investments Ltd.

Dividends from subsidiaries
Dividends from affiliated companies
Other dividends

| Total dividends

Note 9 - Financial items, net
SAS Group

Interest income

Interest expense

Capitalized interast on prepaid aircraft
Interest, net

Allocations of accrued currency exchange
gains at the start of 1988

Devaluation of Swedish krona, net’

Other currency exchange differences, net
Other

Other financial items, net

Total financial items, net
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1992

254
10

264

264

1992

1,127
2,525
-1
-1,399
73

-1,150
136

1991

41

s
55
1
i

57

1991

1,458
2,184
ey

~629
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Note 9, continued

SAS Consortiun 1992 18921
Interest from subsidiaries 422 a5b
Other interest income 958 1,336
Total interest income 1,380 1.891
Interest paid to subsidiaries -433 -453
Other interest expenses -2,008 —1.656
Capitalized interest on prepaid aircraft -1 97
Total interest expenses -2,442 -2,012
Interest, net -1,062 =121
Devaluation of Swedish krona, net ~1,080

Other currency exchange differences, net 154 -260
Other 80 =59
Other financial items, net -846 319
Total financial itemns, net -1,908 ~440

‘The effect of the devaluation of the Swedish

SAS Group’s business units as follows:

krona is divided among the

SAS -1,120
SAS International Hotels 7
SAS Service Partner -35
Diners Club Nerdic -4
Other 2

-1,150

The effect of put options or leasing contracts in foreign currencies is

offset against the currency effect from the devaluation of the Swedish
krona. Only a small part of the total exchange loss is due to such
circumstances. In the event options and contracts are not honored in

the future, the unrealized exchange loss, which is less than 100, will be

takert to income.

Note 10 - Unusual Items

SAS Consortium 1992 1991
Write-down of shares in subsidiaries -165 -418
Write-down of receivables in subsidiaries -11 -54
Capital infusion from ABA in respect of Swedair 45

Reversal of write-down of receivables

n subsidiaries - 27€
Reversal of shareholding reserve - 462
Total -131 269
Note 11 - Extraordinary ltems

SAS Group 1992 s
Reversal of allocation for restructuring costs - 24
Write-down of shares in affiliated

and associated companies - ~1;238
Total - 1,214
SAS Consortium 1992 1991
Raeversal of allocation for restructuring costs - 24
Total - 24
Note 12 - Subsidiaries’ Taxes

SAS Group 1992 1991
Tax payable by subsidiaries -135 -106
Minority share of reversal of deferred tax -27 -
Reversed deferred tax pertaining to

untaxed reserves 34 68
Total -128 38
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The Statement of Income and Balance Sheet of the SAS Group inciude
only taxes payable by subsidiaries, since the tax liability in Denmark,
Norway and Sweden relating to the activities of the SAS Consortium
lies with its parent companies.

Taxes during the period are calculated as paid taxes plus estimated
tax on taxable allocations made during the period. Allocations to
reserves in previous fiscal periods are split between deferred taxes and
equity.

Note 13 - Liquid Funds

SAS Group  SAS Consortium

1992 1991 1992 1991
Cash and bank accounts 845 1,169 263 628
Short-term investments 8,984 8,202 8,639 B.06R
Total 9,829 9371 8,902 3,696

The balance of the liquid funds of the SAS Consortium includes 65 (71)
in a restricted tax deduction account in Norway.

On December 31, 1992, shorttenm investments consisted primarily
of special borrowing fram banks and government securities. Shortterm
investments are reported at the lower of cost or market value.

Uncompleted interest arbitrage transactions are reported net and
amounted to 186 (448) on December 31. 1992, No assets have been
pledged,

Note 14 - Expendable Spare Parts and Inventory

SAS Group  SAS Consortium

1992 1991 1992 1991
Expendable spare parts,
flight equipment 302 529 265 273
Expendable spare parts, other 40 43 37 22
Inverntory 342 27 52 48
Total 684 843 354 343
Note 15 - Restricted Accounts
SAS Group 1992 19g1
Development reserve - 1
Special investment reserve 47 73
Total 47 74



Note 16 — Shares and Participations

SAS Consortium — Subsidiaries

SAS International Hetels AS, Oslo

Linjeflyg AB

SAS Leisure AB, Stockholm

SAS Service Partner A/S, Copenhagen

SAS Flight Academy Holding AB, Stockholm

Diners Club Nordic AS, Oslo

Scandinavian Airlines Data Holding A/S, Copenhagen
Scandinavian Multi Access Systems AB, Stockhalm
SAS Media Partner AB, Stockholm

SAS Ejendom A/S, Copenhagen

SAS Capital B.V., Roiterdam

Danair A/S, Copenhagen

Travel Management Group Norway AS, Oslo

SAS Trading Holding A/S, Copenhagen

SAS Cargo Center A;'S, Copenhagen

SAS Oil Denmark A/5, Copenhagen

SAS Holding B.V.. Rotterdam

Others

Total shares and participations in subsidiaries

Number of shares

22,087,797
1,020,000
3,000,000

240,000
20,000
25,100
25,000

190,000

5,000
20,000
501
10
50,000
300

500

300
190,000

Percent
holding

100

o1,
100
100
100
100
100

o5
100
100
100

87
100
100
100
100
100

FINANCIAL REVIEW

NOK
SEK
SEK
DKK
SEK
NOK
DKK
SEK
SEK
DKK
NLG
DKK
NOK
DKK
DKK
DKK
NLG

Par value

in 000s

2,208,780
102,000
300,000
240,000

2.000
28,000
25,000
19,000

500
20,000

2,500

1,710

5,000

300
500
300
255,627

Book value
MSEK

i)
203.6
300.0
2123
100.0
70.0
44.6
185
T8

1,760.6

The whally owned subsidiaries Scandinavian Airlines System of North America Inc., and SAS France S.A., with a combined book value of 1.4, are directly included in the

accounts of the SAS Consortium.

Affilated companies

Airlines of Britain Holdings PLC (ABH), Derby
Polygon Insurance Co Ltd., Guernsey
Grgnlandsfly A/S, Gothab

Scandinavian Info Link AB, Stockhalm
Copenhagen Excursions A/S, Copenhagen
Scanator AB, Stockholm

Aviation Holdings PLC

Others

Total, affiliated companies

Other companies

Dar-es Salaam Airpor t Handling Co Ltd., Dar-es-Salaam
Amadeus Marketing 5.A., Madrid

Alrline Tariff Publishing Company, Washington D.C.
Others

Total other companies
Total other shares and participations

SAS Group

Shares and participetions

Copenhagen International Hotels K/S, Copenhagen
Continental Airlines Holding In¢. *

Other

SAS Consortium’s holdings in other conpanies

Total

20,936,232
7,704,997
286

13,336

107

500
29,411,600

27,000
17,800
2T

7,303,000

'The company operates under the U.S Chapter 11 bankruptey protection.
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Tdc3
16.8

GBP
GEBP
DKK
SEK
DKK

usp

TAS
PTS
uso

DK
usb

5234
7.705
9,000
1,334
294
50
2,941

2 T00
178,000
18

134,300
73,030

i i )

19.5
121

149.2
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Note 16, continued

Affiliated companies owned by other Group companies
LanChile S.A.

Spanair S.A., Madrid

Tenerife Sol S.A.

SAS Casino Denmark A/S/Casino Copenhagen K/S
Club de Vacaciones S.A.

Plusresor AB

Toivelomat O.Y.

SAS Grand Hotel Beijing J.V. Co. Ltd.

Number of shares

Percent Par value

holding in 0O00s

95,089,014 42.4 usp 25,055
637,000 49 LS8 G37,000
23,000 50 ESB 230,000

500 50 DKK 500

1,700 16.7 ESB 42,500

165 33 SEK 165

500 50 Fi 5,000

= 50 usn 4,500

Book value in
SAS Group’

247.0
36.6
18.2

4.4
4.2
3.4
0
o]

Affiliated companies owned by other Group companies are nat included in the SAS Group's book value of shares and participations. These are reported together
with the SAS Consortium’s affiligted companies as equity in affiliated companies. see Note 17

' Excluding shareholding reserves.

Note 17 — Equity in Affiliated Companies

SAS Group 1992
Airlines of Britain Holdings PLC (ABH) 306
LanChile S.A 247
Polygon Insurance Company Ltd. 80
Granlandsfly A/S 56
Spanair S.A. 37
Tenerife Sol S.A, i8
Asigna Catering Inc. 11

International Service Partner inc. 8
Kebenhavns Lufthavns Forretnings-
center K/S

SAS Casinos Denmark A/S/Casino
Copenhagen K/5

Club de Vacaciones S:A.

Plusresor AB

Aviation Holdings PLC

Toivelomat O.Y,

SAS Grand Hetel Baijing 1.V. Co Ltd.
[SIHGKA A/5)

QOthers

Saison Holdings BV =
Aviatour Gruppo SpA. -
SAS Palais Hotel AG -
Shareholding reserve -145
Total 638

Equity in afﬂlwa‘if—;d companies includes acquired surplus
ting to 230 (143).

oWk W

o

Note 18 - Goodwill and Other Intangible Assets

SAS Group

1992 1991

Consolidated goodwill 205 229
Development costs 35 37
Other intangible assets 169 185
Total 409 461

0
G
940

39

13

-174

1,441

in ABH, amoun-

SAS Consortium

1992 1691
153 172
153 e

Other intangible assets include g nonrecurring payment made for SAS s

access to and userrights for the terminal at Newark
New York amounting to 60 (70) and for the cooperation
Continental Airlines, 93 (108).

Airport outside
agreement with

a6

Note 19 - Long-term Accounts Receivable, Subsidiaries and

Affiliated Companies

SAS Consortium 1992
SAS International Hotels AS 662
SAS Commuter Consortium 560
SAS Flight Academy AB 350
Linjeflyg AB 250
SAS Leisure AB 213
Scandinavian Airlines Data Denmark A/S 88
SAS Capital BV, 75
Secandinavian Multi Access Systems AB 30
SAS Oil Denmark A/S 14
SAS Mallorder (Brands A/S) 12
Scandinavian Airlines Data Sweden AB 10
Diners Club Nordic AS -
Scandinavian Aero Engine Services AB -
Scandinavian Airlines Data Norway AS -
SAS Media Partner AB -
Others 12
Total 2,276

1991
469
53:
350

447
34
30
14
30

150
94
21

g9
2,186

The SAS Consortiuim has a lien on Linjeflyg AB's aircraft fleet.

Note 20 - Long-term Advance Payments to Suppliers

SAS Consortium 1992
Boeing (B-767) 29
MeDonnell Douglas (MD-90/80) 293
Other (engines) i
Total 323

1991
188
537

3
72

In the SAS Group, an additional 43 (30) pertained to long-term advance

payments to subsidiaries.



Note 21 - Fixed assets

Cost

SAS Group 1992
Construction in progress 169
Aircraft 20,505
Spare engines and spare parts 1,676
Maintenance and aircraft

servicing equipment 467
Othar equipment and vehicles 5,659
Buildings and improvements 6,366
Land and land improvements 288
Total 35,130

" Includes aircraft covered by issued call options amounting ta 390

FINANCIAL

Accumulated depreciation Book value
1991 1992 1991 1992 199
344 - 169 344
16,717 2,981 1,989 17,524 14,728
1,180 526 281 1,150 899
558 372 384 95 174
4,372 3,502 2.569 2,157 1.803
3.693 1,304 733 5,062 2,960
225 4 3 284 222
27 D89 B,689 54959 26,441 21,130

The insurance value of the SAS Group’s aircraft was 29,993 on December 31, 1992, This includes the insurance value of leasad aircraft in the amount

of 2,934,

SAS Consortium

Construction in prograss 45
Aircraft 17,062
Spare engines and spare parts 857
Maintenance and aircraft

servicing equipment 467
Other equipment and vehicles 1,100
Buildings and improvements 1.907
Land and land improvements 83
Total 21,521

Changes in the book value of aircraft in the SAS Consartium were as
follows:

Cost, December 31, 1991 15,483
Investments 171
Sale 1992, ele. =132
17,062
Accumulated depreciation,
December 31, 1991 1.875
Depreciation 1992 431
Reversal of depreciaton upon sale of aireraft 5
2,301
Book value
December 31, 1992 14,761

Of previous years’ aircraft acquisitions, 30 MD-80s and & B-767s
were acquired formally through 10-17-year leasing contracts.

On behalf of the SAS Consortium, a number of banks have agreed to
pay all accruing leasing fees and an agreed residual value at the expiry
of each leasing period for 15 MD-80s. The SAS Consortium has
irrevacably reimbursed the bank for these payments. The combined
nominal value of the banks’ payment commitment on behalf of the SAS

152 = 45 132
15,483 2,301 1,875 14,761 13,608
o 207 224 650 553
474 372 341 95 a2
1.064 787 677 313 387
1.480 350 326 1,557 1.154
83 4 3 79 80
19,493 4,021 3,446 17,500 16,047
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Consortium was approximately 2,177 (2,010) on December 31, 1992,

With regard to other leased aircraft, the terms of the leasing
contracts {especially pertaining to SAS’s call options during the
contract period and at the termination of the leasing contract, as well
as the financial risk regarding the value of the aircraft) are such that the
agreement, from SAS’s point of view, is comparable to a purchase.
Thase 35 (35) aircraft are reported at 5,784 (5,732) in the Balance
Shpal.,

The 5AS Consortivum’s aircraft fieet can be specified as follows:

1892 1991
Cwned 8,977 7,876
Farmally leased (paid) 1,814 1,834
Other leased 3,970 3,898
Book value 14,761 13,808

Note 22 - Unearned Transportation Revenue, Net
Unearned transportation revenug consists of sold, but unutilized tick-
ets. See page 42, Accounting Principles,

The reserve for unearned transportation revenue on December 31,
1992 amounted to 315 (270) in the SAS Group and 290 (270) in the
SAS Consortium.

REVIEW
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Note 23 - Bond Issues
The SAS Consortium's bond issues tolaled 10,377 (8,840).

Specification of individual issugs: Cutstanding
debt in
lssued armount Interest rate % Tenor  MSEK
150 M Swedish kronor 11.500 79/94 20
250 M Norwegian kronor 1025 85793 267
100 M European Currency Unit 9.000 85/95 801
150 M U.S. dollars 10128 85/895 952
400 M Luxembourg francs 7.375 87/94 55
100 M U.S. dollars 7.125 88/98 705
50 M U.5. dollars 10.650 88/08 fitaic
700 M French francs B.250 £89/99 8323
200 M U.S. dollars 10.000 88/99 1.030
200 M U.S. dollars 9125 89799 1,171
100 M Swiss francs 5.000 89/01 483
100 M Swiss francs BAZS 89190 483
100 M Swiss francs 7000 8000 483
500 M Danish kroner 9.000 90 /00 568
500 M Norwegian kronor 10,480  S0/95 257
200 M Swedish kronor 14.000  90/00 181
5,000 M Japanese yen 7.000 90/98 226
10,000 M Japanese yen 6.921 90/97 460
10,000 M Japanese yen 6,100 91,/01 463
10,000 M Japanese yen variable  91/96 566
AHRE T
Less repayments in 1993 -267
Total 10,110
The 5AS Group also has:
15 M Danish kroner 11.000 87 /98 17
Total 10197

The majority of the above lssues have been switched to other cur
rencies through currency swap agreements and forward exchange
contracts. The currency exposure of the debt has thus been changed so
that the debt primarily comprises exposure in European currencies,

SAS’s own bonds tataling 1,309 (719) were repurchased in 1992
and are netted under this balance sheet item.

Note 24 - Other Loans

The SAS Group's other loans amount to 11,686 (8,886), of which the
SAS Consortium accounts for 9,352 (7,964). The loans are denomi-
nated in the following currencies:

SAS Group  SAS Consortium

1992 1991 1992 1991
NOK  Norwegian kronor 483 41
DKK  Danish kroner 16 46 2 il
SEK  Swedish kronor 139 25 7
JPY Japanese yen 2.287 2,000 2,244 1,962
DEM  German marks 410 260 a8 102
BEF  Belgian francs 222 215
NLG  Dutch guilders 292 50 58 50
GBP  British pounds 2,185 2161 2,185 2,008
Ush U5 dollars 3,880 2,781 3,383 2614
ECU  European Currency Unit 1,560 1,028 1,322 816
CHF  Swiss francs 63 321 63 321

Others 149

Total 11.686 82,886 9,352 7,964
Less repayments in 1993 and
1992, respectively —-377 -436 -227 —340_
Total 11,309 8,450 9,125 7,624

The above loans have maostly been exchanged for other currencies
through currency swap agreements and forward exchange contracts.
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The loans for the Consartium fall due for repayment as follows:

1993 207
1994 BB
1885 473
1996 and thereafter 8.101
Total O 262

Note 25 - Other Long-term Debt

SAS Group 1992 1991
PRI 66 41
Other pension commitments 351 431
Deferred taxes 338 221
Accrued currency exchange gain - 72
Other ligbilities 1,421 1.458
Total 2,176 2223
SAS Consortium 1992

Other pension commitments 300

Other liabilities 788

Tatal 1,088 640

The majority of SAS's employees in Sweden are covered for retirement
by payment of pension insurance premiums. The Pension Registration
Institute (PRI} is a non-profit service organization that manages employee
pension plans. The employer is responsible, however, for earned retire-
ment pension entitlement and the commitments are therefore reported
as a liability,

In Norway employee pension plans are administered by SAS and the
insurance company. Extra contributions to employee pension plans are
financed by premium payments based on actuarial calculations. The

commitments have been calculated using a discount rate of 8.5

Pension commitments in Denmark are coverad by premium payments
lo insurance companies.

Under an agreement with pilats in Denmark, Norway and Sweden and
cabin crew in Sweden and Norway, voluntary early retirement with pen-
sion is allowed from the age of 55 at the earliest. Such pensions are
paid by the company direct. SAS pays pension premiums to pension
funds for the period from 55 to 60 years for those employees who have
taken early retirement with pension,

Deferred laxes are attributable to subsidiaries™ reserves and are cal-
culated according to the fulltax method (calculated tax on allocations).

Note 26 — Subordinated Debenture Loan

A perpetual 200 milllon Swiss franc subordinated lean was floated
during the 1985/86 fiscal year. There is no set maturity date on the
loan. The SAS Consortium has the exclusive right 1o terminate the loan
once every five years. The interest rate, fixed for periods of 10 years, at
present amounts to 5 3/4 % p.a. A 16 subordinated debenture loan
was added in connection with the acquisition of Linjeflyg.
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Note 27 - Equity

Paid-in Restricted Unrestricted Year's Equity
SAS Group capital reserves reserves income
December 31, 1991 9,295 593 1081 -1 330 9639
Income 1991 —524 B -860 1 330
Allocation to restricted reserves 5L -13
Change in translation difference 160 30 190
Transter between restricted and unrestricted reserves =120 120
Income 1992 = ki -871
December 31 , 1992 8,771 700 358 -871 8,958
SAS Consortium
December 31, 1991 H.287 -828 8.454
Income 1991 —8028 828
Income 1992 =75 =
December 31, 1992 8,454 ~765 7,689

The following specifications show the difference between Equity and
Income in the SAS Consortium and the SAS Group. resulting from dif

Note 29 - Contingent Liabilities
SAS Group  BAS Consortium

ferent accounting prirciples for subsidiaries and affiliated companies. 1992 1991 1992 1991
Equity Travel guaranties = = 441 a41
I ing iabilitie
Equity in the SAS Consortium 7,689 gﬁg&g;ﬁg‘ﬁit ko _ ) = o
Difference between equity/Consortium's — & — =
hook value of shares in subsidiaries 769 Total contingent liabilities -
Differences between equity share/acquisition value ff’r subsidiaries - & 443 813
of affiliated companies owned directly by the Consortium 64 Contingent liabilities, other 1,276 892 779 657
Equity in the SAS Commuter and Scanair Consortia 436 Pension commitments, other 122 5 69 =
Total equity in SAS Group 8,958 Total 1,398 892 1,291 1,470

In addition to these contingent liabilities, certain commitiments which

income could reach 9 (82) have been made formally through leasing agree-
Income after extraordinary items in SAS Consortium -765 ments in connection with the acquisition of aircraft. (See Note 21.) The
Revarsal of write-down of shares in subsidiaries, SAS Group also has commitments of 16,

dividends from subsidiaries, net =171 SAS is also responsible for the correct completion of payment for
Income in subsidiaries before extraordinary items 99 formally leased aircraft according to NMote 21,

Share of income in alfiliated companies owned directly Contingent liabilities include 214 (20 MGBP) as a guarantee for a credit
by the Consortium -28 facility on behalf of Airlines of Britain Holdings.

Income in the SAS Commiuter and Scanair Consortia 122 Contingent liabilities include a gross amount of 461 (339)

-743 attributable 1o swap transactions in foreign currencies for loans for
which the eurrency swapped to has a lower value than the original loan,
SAS has alse undertaken to pay a pension up until normal retirement
age, B0, to pilots who have lost their licenses. The probably actual
currént value of these commitments, including payroll tax, amounts to
122. Since these commitments can be regarded as a possible liability,
| no cost has been charged to 1992 income.
SAS Hotels A/S, Denmark, has issued a guaraniee for the cost of
the renovation and extension of SAS Palace Hotel, Vienna, and that it
will be completed on March 31, 1994,

Income before taxes. in the SAS Group
Taxes in subsidiaries ~128
Income before taxes attributable to the SAS Consortium -871

Note 28 - Assets Pledged, etc.
SAS Group  SAS Consaortium
1992 1991 1992 19094

Mortgages in real estate 1,252 flgf - J SAS International Hotel AS has, for SAS Palais Hotel in Vienna,
ORI N0 Capes =5 i - - issued a guarantee for the performance of the leasing contract as well
A|rcra_1t mortgages 580 , = i as for extension and repairs upon expiry of the contract. A bank has
Recei\_xgbles . 119 42 27 31 provided a counter-guarantee which covers these commitments.
Securities an deposil 14 1 - —~: :

Total 1,989 787 27 3il:

Re. aircraft, see also Note 21.
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Note 30 - Leasing Commitments
The business units in the SAS Group have the following leasing
commitments. The amounts specified are the total leasing costs for 1993

Aircraft 258
Hote! properties 247
Other properties 638
Machinery and equipment 14
Total 1267

Leasing contracts run for between two and 30 years and individual
objects with an annual leasing cost in excess of 0.5 have been
included. in addition, SAS International Hotels signed a leasing contract
during the year for the SAS Royal Hotel in Aarhus. Denmark, for the
period 1995-2015,

In March 1988, SAS and Linjeflyg ("SAS") on the one part and the
Swedish Board of Civil Aviation (Luftfartsverket) on the other part signed
an agreement under which SAS would provide full capacity cost
compensation (since SAS at that time had a monopoly on domestic
traffic) to Luftfartsverket in connection with the construction of Terminal
2 at Arlanda. The prerequisites for the said agreement changed with the
deregulation of domestic air transport on June 30, 1992,

An agreement in principle between SAS and Luftfartsverket was reach-
ed on November 25, 1992 under which SAS will pay a fixed charge total
ing 630 at present value to Luftfartsverket during the period
1993-2000, in addition to a variable charge per passenger. 5AS claims
that all Swedish domestic airlines should bear their share of Luftfarts-
verket's capacity costs for Terminal 2 in a competitively neutral manner,
i.e. that all airlines should pay the same cost per passenger, and has
therefore demanded that the agreement be renegotiated.

The total amount under dispute is 160, based en SAS's current
share of the number of passengers. No provisions have been made for
this in the 1992 financial statements.

In 1990 Linjeflyg AB signed a contract with Falcon Aviation AB (owned
by the Swedish postal services) for a 10year wet lease of 3 Boeing
737-300 QCs for daytime flights. The agreement’'s term started on
January 1, 1992. The aircraft were delivered during the period Novem-
ber 1991 until May 1992. The leasing contract can be terminated on
December 31, 1996.

As a result of the position adopted by the unions, Linjefiye AB has
not been able to use the aircraft as planned. The 1992 leasing pay-
ments have been stated as an expense.

Negotiations are being held with Falcon Aviation AB and SAS's union

arganizations with a view to SAS operating two of the aircraft and the
third aircraft being freely disposed of by Falcon Aviation AB in
exchange for a guarantee to Falcon Aviation AB for any extra costs
thereby incurred. This is not expected to resull in any additional costs
compared with the utilization of SAS s own aircraft.

Note 31 - Financial Instruments

As per December 31, 1992 the SAS Group had currency and interest
rate swap contracts for a nominal value of 6,000, Valuation at market
exchange rates provides a net exchange gain of 50. SAS has outstand-
ing currency options for a nominal value of 970 and with an exchange
gain of 5. Outstanding forward exchange contracts amount 1o a gross
nominal value of 41,750, Market valuations provide a net positive value
of 400. All exchange gains/losses for the above valuations are taken
into account in income. (See section on principles of accounting, Valua
tion and Accounting Principles, page 41.}

Outstanding forward exchange contracts raised to hedge future com-
mercial payment obligations amount to a nominal value of 1,300, The
effect on income is reported on the due date of the contract concern:
ed. A valuation at market exchange rates as per December 31, 1992
shows a net positive value of 12, which is not included in income.

The financial currency exposure includes exposure from all liguid
funds, shortterm and long-term borrowing and the above-named finan-
cial instruments, but does not include forward exchange contracts for
future commercial payments. Currency exposure is censtantly changing.

As per December 31, 1992 the SAS Consortium's approximate finan:
cial currency exposure (net) against the Swedish krona was as follows:

Value in MSEK

MNorwegian kronor —-2,400

anish kroner -100
German marks
French francs
Belgian francs
European Currency Units
Swiss franes
British pounds
Dutch guilders
Other European currencies
U.S. doliars
lapanese yen

Total currency exposure (net liability)

Auditors’ Report

for Scandinavian Airines System (5AS)
Denmark — Norway - Sweden

We have audited the Financial Statements of the SAS Group and the
SAS Consortium for 1992, Our audit has been performed according to
generally accepted auditing standards.

The Financial Statements of the SAS Group and the SAS Consortium
are based upon the accounting principles described in the section of the

Annual Report entitled “Valuatior and Accounting Principles.”

In our opinion the Financial Statements present fairly the financial
position of the SAS Group and the SAS Consortium on December 31,
1992, and the results of their operations for the tiscal year then ended,
in accordance with the principles described above.

Arne Brendstrup

Ole Koefoed

Stockholm, March 31, 1993
Bernhard Lyngstad
Olav Revheim

Autharized Public Accountants
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FINANCIAL SUMMARY

Five-Year Financial Summary

TRAFFIC /PRODUCTION 1992+ 1991 1890 1989 1988
Number of cities served 98 722 85 81 i
Kilometers flown, scheduled (millions) 202.9 190.7 188.4 169.4 152.9
Total airborne hours 1000 326.0 286.6 298 3 268.3 2437
Total numbers of passengers carried {000) 16,808 13,949 14,962 14,005 13,341
Available tonne kilometers, total (millions) 3,389.8 3.074.4 3,278.4 3,060.4 2, TOT.4

Available tonne km, charter 44.8 b = 126 shafe 10.9

Available tonne km, scheduled 3,345.0 3,066.9 3,266.4 30502 2,696.5
Revenue tonne km, scheduled [millions) 1,929.9 1.847.2 2.002.9 1,876,565 1,719.7

Passengers and excess baggage 1,488.0 1.394.5 1,514.5 1,396.0 1,269.0

Freight 391.7 406.4 429.8 423.1 3874

Mail 50.2 46.3 58.6 57.4 53.6
Total load factor, scheduled (%) 57.7 60.2 61.3 61.5 63.8
Available seat km, scheduled {millions) 26,396 24317 25475 23,320 20,941
Revenue seat km, scheduled (millions) 16,547 15,416 16,493 15,229 14,027
Cabin factor, scheduled (%) 62.7 634 B 7 65.3 570
Average passenger trip length (kim) 990 1,108 1 102 1,087 4.053
Traffic revenue//revenue tonne km (SEK) 10.48 152 9.26 8.82 8.76
Airline oper. expensa/avail. tonne km {SEK) 5.94 6.45 5.90 5.50 5.40
Revenue tonne kmyemployee, scheduled 93,500 99,300 99,000 90,000 84,400
Revenue passenger km/employee, scheduled 802,000 828,800 815,300 730,400 688,400

* The 1992 flgures include 7 months of traffic and production figures from Linjeflyg.

SAS GROUP, MSEK

INCOME STATEMENTS 1992 1991 1990 1989 1988
Operating revenue 34,445 32,286 31.883 28,786 27,556
Operating income before depreciation 2,930 2,017 2011 2,658 2,681
Depreciation, ete. 1,532 1,338 1,362 1,414 1,174
Gain on the sale of fixed assets, etc, 5 344 701 1.087 1,906
Share of income in affillated companies -8 =871 -156 83 127
Financial items, net -1,094 ~882 -258 ~-98 1560
Devaluation of Swedish krona -1,150 - = -
Unusual items - - -898 -60 -
Minority shares in income after financial items 106 =17 = = -
Income befare extraordinary items -743 -78 38 2,206 3,690
Extraordinary items - -1,214 -801 - -
Income before taxes ~743 -1,292 ~-763 2,206 3,690
STATEMENTS OF CHANGES IN FINANCIAL POSITION

Net financing from the vear's operations 1,533 1,362 1 b £ (4 1,550 1,885
Investments, total -3,338 -5,197 -5, 651 —~8 992 -32,938
Sale of fixed assets, etc. 552 1,591 1,791 1,877 1,932
Financing deficit -1,253 2,244 ~2,730 -6,495 121
Capital infusion from parent companies - - 305 1,750 -
Net borrowings -298 227 6,921 3,804 2,847
Change in liquid funds -1,551 2017 4,496 -941 2,726
Effect on liquid funcs of devaluation of Swedish krona 1,793 = = = =
Liquid funds in acquired companies 216 - - = -
Change in liquid funds according to balance sheets 458 DT 4,496 -941 2,726
BALANCE SHEETS

Liquid funds 9.829 9,371 11,388 6,892 7,823
Current assets, other 6,849 6,289 6.362 7,590 5,287
Fixed assets 28,790 24,854 24,265 21 248 12,855
Current liabilities 11,713 10,471 12,805 11,508 9,200
Long-term debt” 24,797 20,404 18,113 12,042 7.698
Equity and reserves 8,958 9,639 11097 1y 9,187
Total assets 45,468 40,514 42,015 28027 26,085
KEY RATIOS

Gross profit margin (GOP) |, % 9 8 B 10 10
Net profit margin, % - = - 4 ¥
Return on capital employed, % 8 7 6 10 16
Equity/assets ratio, % 21 25 27 36 38
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FINANCIAL SUMMARY

Five-Year Financial Summary, continued

OTHER FINANCIAL FIGURES AND RATIOS 1992 1891 1990 1989 1988
Income after depreciation 1,398 1,39 649 1,244 1,507
Financial income 1,481 1,542 1,310 g16 896
Financial expense -2.275 2,424 -1.568 -1.,014 746
Interest income 1,127 1,458 1,198 913 EST
Interest expense -2,525 ~2,184 -1, 712 —1.226 =709
Interest-bearing assets 11,240 10,109 12,543 8,951 —
Interest-bearing liabilities 26,830 21,645 21,790 15,618 —
Interest coverage ratio 1.1 Al e Al 24 3.2
Net financial items,/net debt -7% -8% 3% —1%
Debt/equity ratio 1.7 12 0.8 Dig -
SAS CONSORTIUM®, MSEK

INCOME STATEMENTS 1992 1991 1990 1989 1988
Operating revenue 22,093 22,340 22,399 20,509 19510
Operating income before depreciation 1,739 1.676 1,406 2,077 2105
Depreciation, atc. 749 748 914 1,062 808
Gain on the sale of fixed assets, etc. 20 -1,666 918 289 965
Financial items, net -564 -383 479 156 23
Devaluation of Swedish krona -1,080 - -

Unusual items ~131 269 -768 - -
Income before extraordinary items -765 -8b52 163 1,460 2,355
Extraordinary items - 24 -801 -

Income before allocations and taxes -765 -828 -638 1,460 2,355
STATEMENTS OF CHANGES IN FINANCIAL POSITION

Net financing from the year's operations 1,870 a5 419 1,060 1,906
Investments, total -2,638 -4, 238 —-4.691 -5, 724 2,918
Sale of fixed assets, etc. 605 1,970 3,026 500 673
Financing deficit -163 =i -1,246 —2.764 -339
Capital infusion from parent companies - - - 1,750 ~
Net borrowings -940 -851 6,094 2,406 1,798
Change in liquid funds -1,103 ~-1.968 4,848 392 1,459
Effect on liquid funds of devaluation of Swedish krona 1,309 - - =

Change in liquid funds according to balance sheets 206 —1,988 4,848 392 1,459
BALANCE SHEETS

Liquid funds 8,902 8,696 10,664 5,816 5,424
Current assets, other 4,984 4,437 6,734 7.842 4,424
Fixed assels 22,855 21,305 17,434 15,764 a7
Current liabilities 7.762 8,067 10,010 8,998 5,839
Long-term debt 21,290 17,917 15,687 10,150 5,986
Equity and reserves 7,689 8,454 9,135 10,274 7,893
Total assets 36,741 34,438 34,882 29,422 20,718
KEY RATIOS

Gross profit margin (GOP), % 8 8 6 11 il
Net profit margin, % - 4 = (6] 7
Return on capital employed, % 9 10 7 1 16
Equity/assets ratio, % 21 24 26 35 38
PERSONNEL (average)

Consortium h 18,420 19,190 20,820 20,290 20,830
Group 40,140 38,940 40,830 39,060 36,150

" Including restricted account balances.
*Including minority interests

SAS Consortium includes Airling, Finance, joint-Group costs and SAS Trading.
* infermation not available.
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'ADDRESSES

HEAD OFFICE

SAS

S$-161 87 Stockholm
Visitors' address:

. Frosundaviks Allé 1

Solna
Telephone: +46 8 797 00 00
Fax: +46 8 797 12 10

Denmark

SAS

P.O. Box 150

DK-2770 Kastrup

Visitors' address:
Hedegérdsve] 88

Kastrup

Telephone: +45 32 32 00 00
Fax: +45 32 32 21 49

Norway

SAS

N-1330 Oslo Lufthavn
Visitors' address:
Snargyveien 57

Oslo Lufthavn

Telephone: +47 67 59 60 50
Fax: +47 67 59 15 35

Sweden

SAS

Box 54

$190 45 Stockholm-Arlanda
Visitors' address:

Ostra Skogsvagen

Arlanda

Telephane: +46 8 797 00 0O
Fax: +46 8 797 86 20

SAS's Scandinavian
telex number is
22263 SASXT DK

 SUBSIDIARIES

SAS International Hotels
45, Boulevard du Régent

'B-1000 Brussels

Telephone: +32 2 506 1211
Fax: +32 2 514 5714

SAS Service Partner

Kristen Bernikows Gade 1
DK-1105 Copenhagen
Telephone: +45 33 93 19 86
Fax: +45 33 93 19 61

SAS Leisure Group
Sveavagen 25

S$-105 20 Stockholm
Telephone: +46 8 796 68 00
Fax: +46 8 20 39 79 .

Diners Club Nordic

Dronning Mauds gate 11
Postboks 2333, Solli
N-0201 Oslo :
Telephone: +47 22 94 40 Q0
Fax: +47 22 83 09 94
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