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'AVAILABLE TONNE-
KILOMETERS

Number of tonnes of capacity
available for carriage of pas-
sengers, baggage, freight and
mail, multiplied by number of
kilometers flown*.

REVENUE TONNE-
KILOMETERS

Total tonnage of paid traffic
carried, multiplied by number
of kilometers flown*.

*) Kilometers flown are based on IATA Great Circle distances.

TOTAL LOAD FACTOR

Percentage of total available
capacity utilized (passenger,
baggage, freight and mail).

AVAILABLE SEAT-
KILOMETERS

Total number of seats avail-
able for passengers multiplied
by number of kilometers

flown*.

REVENUE PASSENGER-
KILOMETERS

Number of paying passengers
carried, multiplied by number
of kilometers flown*.

PASSENGER LOAD CURRENCY CODES
SAUIUR The following international
Percentage of available currency codes are used in this
passenger capacity actually Report:
utilized (also called cabin fac- CHF Swiss francs
tor). DKK Danish kroner

FRF Frenchf
REVENUE FREIGHT GBP Pouod s‘f;}'ifg
TONNE-KILOMETERS NLG Dutch guilders
Tonnage of paid freight car- NOK Norwegian kroner
ried, multiplied by number of SEK Swedish kronor
kilometers flown*. USD U.S. Dollars

ZAR South African rands




NEW CORPORATE IDENTITY

A new corporate identity program was introduced to emphasize
SAS’s transformation into a market-oriented service company

with the customer as the primary object of our attention.

NEW APPROACH TO THE AIR CARGO BUSINESS

The development of SAS’s cargo operations has in some respects
been disappointing. Our cargo strategy has now been re-evaluated
and, during the autumn of 1983, a restructured cargo program was
launched and is expected to be favorably received in the market.

SAS Group: Result development

= INcome before allocations and taxes
= ncome after financial items




Results Continue to Improve

SAS can now look back on two consecutive Our first order of business was to create
successful years. sustained profitability in our airline oper-

In 1981/82 we turned a loss into a prof-  ations. We decided to concentrate on frequent
it. The continued strong result improvement travelers—mainly businessmen—who pay
in 1982/83 shows that we are on the right the full ticket price. As a result of solid prod-
track. All the same, we have not yet reached  uct and service improvements—EuroClass
the level of profitability we need to realize and First Business Class, for example—we
future financial goals which are primarily to  have increased our share of full-fare
cover investments in our next generation of  passengers.

aircraft. However, I am fully convinced that Concentrating our resources on essen-
we will do so. tials and cooperating with other airlines
SAS has succeeded in overcoming the enabled us to limit production and at the
difficulties created by a soft market and in-  same time improve service. Consequently,
creased competition. This is due to a large we have become much more efficient. At the
extent to good teamwork. Everyone in the same time, we have through service differen-

SAS Group, wherever he or she works, has tiation been able to offer new, low fares on
fou%ht hard to achieve our common goal: a the tourist market, which have attracted val-
profitable company with development poten- uable new customers.

tial. Our subsidiaries have also developed
their operations with notable success, each
within its own business area. Now the time
has come to utilize all the dynamics and
potential which exist within the framework
of a common strategy and concerted per-
formance on the market.

Therefore, we are now expanding our
main strategy of serving the frequent full-
fare passenger to encompass the subsidiaries
as well. We are going to place all the re-
sources of the SAS Group at the disposal of

this passenger category.
&nexpmdedeﬁlmms philosophy is
elmntary to pi dnall___t-he;_gcmiecst‘ht




passengers in terms of safety and comfort
and our own demands for reliability and op-
erational economy.

Neither SAS nor our passengers can af-
ford to pay for new technology which yields
no advantages or improvements.

Our new fleet will cost billions of kro-
nor. We must strengthen our capital base to
create the largest possible degree of flexibility
in financing this major investment.

There is only one way: to improve our
results even more.

Our current profits cover the costs of the
aircraft that are now in operation but, as yet,
they leave no margin for new investments.

It is therefore important that our profit
continues to grow.

We must not wind up in a situation
where we are forced to invest from a weak
financial position and on unfavorable terms.
We do not want to be burdened by interest
expenses for which we cannot compensate
' by cutting operational expenses or in-

Satisfied passengers are created by com-
petent, helpful SAS personnel. Therefore, it
1s just as true that our staff is our most im-
portant asset. It is our staff who, in their
daily work, ensure that customers’ expec-
tations are met.

They can do this only if they under-
stand our goals as well as our customers’ ex-
pectations.

With this background, they will be able
to define their own roles in the overall pic-
ture. Then, with the help of their own
knowledge, experience and personal judg-
ment, every colleague will—without in-
structions—be able to provide customers
with the best available product at any given
time.

If we can meet this goal, we will be un-
beatable.




The Board of Directors
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ney. Chairman of the SAS Board since May 1983, the Board 1982/83. Member of the SAS Board and
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CURT NICOLIN, born 1921. Second Vice Chairman of
the Board 1982/83. Member of the SAS Board and
the Swedish Chairman since 1973, representing Swed-
ish private interests. Chairman of the Executive Com-
mittee of ABA. Chairman of ASEA, the Swedish
Employers’ Confederation (SAF), ESAB, Flikt,
Stal-Laval Turbin and SILA, and Vice Chairman of
Swedish Match. Also member of the Boards of Skan-
dinaviska Enskilda Banken, Incentive, Investor, Pro-
videntia, Volvo and Linjeflyg.

Personal deputy: Peter Wallenberg.

BjorRN EIDEM, born 1942. Supreme Court Attorney.
Member of the SAS Board since May 1983, repre-
senting Norwegian private interests. Member of the
Board of DNL since 1982. Senior Vice President of
Fred.Olsen & Co. Chairman of Akergruppen and
Norges Handels- og Sjefartstidende.

Personal deputy: Halvdan Bjerum.

JORGEN L HALCK, born 1929. Member of the SAS
Board since 1977, representing the Danish Govern-
ment. Permanent Under Secretary, Ministry of Public
Works. Board Chairman of Statsbroen Store Baelt,
Vice Chairman of the Jylland Telephone Company,
and Board member of DDL, the Copenhagen Tele-
phone Company and the Copenhagen Harbor Board.
Personal deputy: Otto Merch.

KRISTER WICKMAN, born 1924. Member of the SAS
Board since 1974, representing the Swedish Govern-
ment. Also Chairman of the Board of ABA. Managing
Director of the National Swedish Pension Insurance
Fund. Has served as Minister of Industry, Foreign
Minister and Governor of the Bank of Sweden.
Chairman of the Association of Swedish Authors and
Board member of AGA.

Personal deputy: Bengt Dennis.

Employee Representatives

INGVAR LILLETUN, born 1938, Norway. Employed
in the Oslo ticket and reservations office. Member of
the SAS Board since 1979.

Deputies: Sigmunn Syversen and Per Heimdal.

HANS DALL, born 1933, Denmark. Employed in the
personnel department. Member of the SAS Board
since 1982.

Deputies: Niels Erik Hansen and Viktor Brasen.

INGE JOHANNESSON, born 1937, Sweden. Employed

in the Group finance department. Member of the SAS
Board since 1979.
Deputies: Sten Eklund and Rune Lofdahl.
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Report by the Board and the President

RESULT AND PROPOSED PROFIT
APPROPRIATION

The SAS Group recorded consolidated income
of 601 million Swedish kronor (MSEK) before
allocations and taxes for the financial year Octo-
ber 1, 1982—September 30, 1983. In the 1981/82
financial year, the group reported income of 448
MSEK.

The SAS Group’s consolidated income is
derived after eliminating internal dividends,
amortization on Group goodwill, etc, amounting
to 32 MSEK (9 in 1981/82).

The airline, which is operated by the SAS
Consortium, recorded income before allocations
and taxes of 462 MSEK (336). No provision in
the Consortium’s accounts is made E)r corporate
taxes in Denmark, Norway and Sweden. These
taxes are paid by the three parent companies in
their respective countries. The Consortium’s in-
come is shared by the owners, AB Aerotransport
(ABA) in Sweden, Det Danske Luftfartselskab
A/S (DDL) in Denmark and Det Norske Luft-
fartselskap A/S (DNL) in Norway, according to
their ownership in the Consortium. ABA owns
3/7; DDL, 2/7; and DNL, 2/7. The Consor-
tium’s income includes dividends of 22 MSEK
(7) from the subsidiaries.

Besides the airline, the SAS Group includes
subsidiaries which operate hotels, flight kit-
chens, restaurants, inclusive tour and travel agen-
cies, and other transport-related companies.

The subsidiaries’ total income before allo-
cations and taxes was 171 MSEK (121). Their
allocations amounted to —64 MSEK (—31). Of
the subsidiaries’ total net income after taxes and
minority interests, 67 MSEK, it is proposed to
pay 21 MSEK to the SAS Consortium in 1983/
84.

The Board and the President propose to the
SAS Assembly of Representatives that 210
MSEK of the Consortium’s income be paid to the
parent companies.

The Board and President also propose that
the remaining 252 MSEK be retained by the
Consortium and added to its capital. The SAS
Consortium’s capital will thereafter be 1,111
MSEK.

Operating income is expected to continue to
rise in 1983 /84. Substantial extraordinary reve-
nues will also be recorded.

GENERAL REVIEW

International airlines have shown poor profit-
ability for several years. The combined losses of
IATA members in 1982 were 1.8 billion U.S dol-
lars. Losses are expected in 1983, as well.

SAS is able to report a significant result im-
provement for the second consecutive year. Op-
erating income, after financial items, doubled
over the previous year. In particular, the result
of the airline has improvecﬁ

Behind the success of the airline is a delib-

erate market orientation and concentration on
service and punctuality to induce business trav-
elers and other full-fare customers to fly SAS in
preference over other airlines.

SAS has strengthened its position in the
market by attracting more satisfied customers.

In September 1983, SAS had been the most
punctual airline on European routes for 16
months in a row.

SAS’s concentration on business travelers,
with EuroClass on European routes and First
Business Class on intercontinental routes, led to a
continued growth in the number of full-fare
passengers. During the year, the number of
EuroClass passengers rose another five percent.

Through special low-fare offers, SAS has
also won more passengers in the tourist market.

The additional passengers were carried at
an unchanged level of production, which means
that the utilization of resources was improved.
The cabin factor increased 1.9 percentage points
to 65.5 percent.

The continued consolidation of the traffic
program included discontinuation of flights for
which there was an insufficent market. At the
same time, more non-stop flights were added
where the market demanded.

The result was also positively influenced by
measures implemented in 1981/82 to limit ad-
ministrative resources and costs. These measures
have now reached their full effect. More aircraft
were leased out, further contributing to the re-
sult improvement.

The efforts to increase airline service also
meant an increased volume of business and im-
proved results for flight kitchens. The hotel busi-
ness showed a favorable profit development.

The Board places great emphasis on con-
tinued measures for the further improvement of
business results, necessary to secure future invest-
ments and to ensure the continued development
of SAS. Against the background of the positive
result development that has been reported, the
Board is convinced that SAS will meet this chal-
lenge. The Board wishes to thank all SAS em-
ployees for their excellent and fruitful contribu-
tions during the past financial year.

THE SAS GROUP

The three parent companies in Denmark, Nor-
way and Sweden together operate the SAS Con-
sortium, which in turn owns a number of subsid-
iaries. For administrative and accounting pur-
poses, these businesses are consolidated in the
SAS Group.

The SAS Group is divided into separate
business areas, with the airline as the largest.
The airline is operated by the SAS Consortium.
SAS also operates hotels, flight kitchens, restau-
rants, inclusive tour and travel agencies, etc,
through some 20 subsidiaries.

The SAS Group’s operating revenue for the




1982/83 finanical year was 15,972 MSEK
(12,807) and income before allocations and taxes
was MSEK 601 (448). Operating revenues and
incomes by business areas are shown in the
accompanying table to the right.

THE AIRLINE

The Market. The international scheduled air
transport market remained weak during the
year. There was an increased demand, to be sure,
to several major destinations in the U.S. and the
Far East, but competition sharpened at the
same time. Overall passenger traffic on the
European market, which provides half of SAS’s
passenger revenue, declined 1.4 percent.

SAS’s deliberate effort to become The Busi-
nessman’s Airline through market-oriented prod-
ucts such as EuroClass and First Business Class
has been successful.

The cargo market was marked by weak de-
mand during the year

Traffic and Production. SAS’s total production,
measured in seat-kilometers, was unchanged
from the previous year. At the same time, SAS
passenger traffic increased by three percent.

The utilization of aircraft capacity was
thereby improved over the previous year, with
the systemwide cabin factor rising 1.9 points to
an average of 65.5 percent. SAS’s overall passen-
ger traffic in Europe rose six percent at an un-
changed level of production even though the
European market remained weak. Domestic traf-
fic developed very favorably, increasing seven
percent in Norway and 15 percent in Sweden.

The number of passengers grew in both the
full-fare and low-price sectors. A total of 9.2
million passengers flew with SAS during the
year, an increase of four percent.

SAS’s cargo traffic and production de-
creased by three percent and seven percent, re-

Revenue and income by business area

Income before

Revenue allocations and taxes

1982/83 1981/82 1982/83 1981/82

Airline' 12,600 10,221° 462 336

Catering/restaurants® 1,681 1,229 82 52

Leisure? 1,311 1,154 41 41

Hotels* 732 511 3 8

Other® 456 342 17 20
Internal Group

adjustments - 808 -650 -32 -9

Group 15,972 12,807 601 448

! The SAS Consortium
# Flight kitchens, restaurants and other divisions of SAS Catering
3 Vingresor and Scandinavian Air Tour Production
: ghcnmse‘lssgxuv;muﬁ and the Ameﬂoh:lnd

Nyman & Schultz, Dansk Rejseburcau and Olson & Wright
® Inel. Danair etc, (219 MSEK) 3

spectively. The freight load factor rose 2.3 points
to 56.1 percent as a result of the improved ratio
between traffic and production.

Traffic Program. During the year, the concen-
tration of the traffic program continued through
eliminating flights and routes with unsatisfactory
market bases and profitability. The freed re-
sources were used, among other things, to in-
crease the number of non-stop flights.

A non-stop service was opened between
Stockholm and New York.

Capacity on non-stop flights between Co-
penhagen and Bangkok was increased.

After negotiations with Japan and the Sov-
iet Union, the Trans-Siberian route to Tokyo
was reopened. The service to Argentina that was
discontinued in 1982 was replaced by a connec-
tion to Chile.

The most important innovations in Europe
during the year were the introduction of non-

- Revenue and gross profit margin
" 'R sas Group Dutnghe s
Bl conso jve years,
o | Suaiares aine hasac
—— Gross margin® counted for
12500 neerly 80 per-
cent of the SAS
B0 g Group's total
revenue.

7500 ¢ Thestrong
increase in reve-
nue in recent

- * yearsis argely
the result of de-

- 2 valuations of
the Swedish

Y o krona.
7B/78 T9/80 BO/B1 81/82 B82/83

Income before allocations and taxes

e The Consortium
B SAS Group has shown consi-

B consortium derable result im-

t since
B subsidiaries 1981/82. In the
past two years,
the Consortium has
accounted
for fully 75
percent of the SAS
Group's total in-
come before al-
locations and
laxes.

TBITY 79/80 a0/a1 ai/82 B2/B3

* SAS Group's Incoma before depreciation in relation to revenus
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Scheduled Services

NORTH & SOUTH ATLANTIC
ASIA, AFRICA AND

MIDDLE EAST

EUROPE

DOMESTIC

TOTAL NETWORK

stop flights between Stockholm and Ziirich, Go-
thenburg and Amsterdam, Gothenburg and Pa-
ris, and Oslo and Paris. A new direct link was
added between Oslo and Aberdeen.

On certain routes within Scandinavia, a
smaller type of aircraft, the Fokker F-27, was
introduced as a replacement and complement to
the DC-9. This enabled SAS to increase the
number of flights between southern and central
Sweden and Copenhagen.

Airline Operating Revenue and Result. Operat-
ing revenue of the airline, the SAS Consortium,
during 1982/83 totaled 12,600 MSEK (10,002),
an increase of 26 percent compared to the pre-
vious year.

Operating expenses, excluding deprecia-
tion, rose by 25 percent to 11,584 MSEK
(9,277)

Since SAS has sizable revenue and ex-
Eenses in currencies other than the Swedish

rona, the 16 percent devaluation of the krona in
October 1982 accounted for a significant part of
the reported revenue and expense increases.

Payroll costs were the largest operating ex-
pense. Wages and salaries as well as compulsory

PASSENGER, FREIGHT AND MAIL TRAFFIC

Scheduled Services (Mill.)

NORTH & SOUTH ATLANTIC.

ASIA, AFRICA AND
MIDDLE EAST

EUROPE
DOMESTIC
Denmark

Norway

Sweden

TOTAL NETWORK

TOTAL PRODUCTION AND TRAFFIC

REVENUE
TONNE-KMS

Mill. Change %o
%  Share

608 —2 42
306 1 28
322 42
195 W ié
1431 1100

social fees rose by 26 percent in 1982/83 to 3,558
MSEK (2,831). About half of the increase was
caused by developments in foreign exchange
rates.

Average fuel prices, in cents per gallon, de-
clined 11 percent in 1982/83 compared to the
Frevious ignancial year. However, SAS’s total
uel costs rose 13 percent to 2,199 MSEK
(1,941) because of the sharp rise of the U.S dol-
lar exchange rate.

During the year, SAS’s fees to authorities,
in the form of passenger, landing and navigation
t(:har es, increased 26 percent to 967 MSEK

769).

The 1982 /83 result was charged with costs
of 68 MSEK for the new corporate identity pro-
ject, with new aircraft decor and interiors, new
uniforms, etc.

Together with a number of other airlines,
SAS was sued on September 22, 1983, by the
liquidator of Laker Airways for alleged violations
of United States anti-trust laws. The Board does
not consider it necessary to create a reserve for
expenses for this litigation, which is expected to
be lengthy.

Depreciation amounted to 399 MSEK

CABIN FACTOR

Percentage

%o Change
72.4 4.5
61,6 ~— 95
59.8 32
663 — 1.9
638 — 03
fa5%) 1.6
67.0 0.1
65.5 1.9

= {9 =




(409). Depreciation of aircraft decreased by 13
MSEK to 200 MSEK. As of the end of 1982/83,
an additional five aircraft had been depreciated
to their residual value, which is 10 percent of
the purchase price.

Expenses for aircraft leased by SAS during
1982/83 were reported as 113 MSEK (111).

Operating income after depreciation was
618 MSEK (316), an improvement of 302
MSEK compared to 1981/82.

The devaluation of the Swedish krona,
along with the continuing rise in foreign ex-
change rates, mainly for the U.S. dollar, led to
substantial unrealized currency losses on long-
term liabilities. The portion of the losses charg-
ed against 1982/83 results, plus the year’s
portion of currency losses deferred during the
previous year, represented a total expense of 305
MSEK (123). Deferred unrealized currency
losses amounted to 512 MSEK (338) as of Sep-
tember 30, 1983. Exchange rate differences on
net monetary holdings in currencies other than
Swedish kronor had a positive, 97 MSEK (-12),
effect on the result.

As a result of high liquidity and lower in-
terest expenses on loans, the financial net im-
proved over the previous financial year. Div-
idends from subsidiaries are included in net fi-
nancial items in an amount of 22 MSEK (7).
Altogether, financial items constituted a net ex-
pense of 157 MSEK (124).

The Consortium’s income after financial
items was 461 MSEK (193).

The Consortium’s result from the sale of
equipment and from extraordinary items was
11 MSEK (60) and —~10 MSEK (83), respec-
tively. There were no items in 1982/83 corre-
sponding to the income from the 1981/82 sale of
a Boeing 747 (53 MSEK) and a pension bonus
from Denmark (96 MSEK).

The Consortium’s income before allo-

cations and taxes was 462 MSEK (336).

The Fleet. SAS had 86 aircraft in its fleet in
1982/83.

The aircraft which could not be profitably
utilized in SAS Broduclion were regarded as sur-
plus resources. Despite a considerable surplus of
aircraft in the world, SAS succeeded in leasing
out part of its excess capacity during 1982/83.

The leases included, among others, a Boe-
ing 747 to Avianca, two Boeing 747s to Nigeria
Airways and two DC-8s to Arista. One DC-8 has
been leased, with a purchase option, to Aero
Peru. In addition, there were short-term leases
of Boeing 747s and DC-8s for flights by Moslem
pilgrims making the Hadj in 1982 and 1983.
Also, Scanair used a Boeing 747 during the first
half of 1982/83, as well as two Airbuses, all in
addition to three DC-8s on long-term leases.

Leasing activites contributed 98 MSEK
(58) after covering direct expenses. In addition,
leasing provided for a more efficient utilization of
SAS’s resources.

To increase their potential use and to facili-
tate their sale, SAS’ Airbuses have been con-
verted to fly longer-range routes. A total of 86
MSEK was invested in these modifications.

A program to modify the engines of the DC-9
aircraft was begun in 1982/83. As a result, fuel
consumption is expected to be reduced by around
five percent.

On November 27, 1983, a 747 owned by
SAS was lost on approach to Madrid Airport.
The aircraft was on lease to Avianca, the Colum-
bian airline, which bore full operational respon-
sibility. On December 18, 1983, an SAS-owned
Airbus was lost on approach to Kuala Lumpur
Airport. The aircraft was on a short-term lease to
Malaysian Airline System which was fully re-
sponsible for its operation. The value of both
aircraft was covered by insurance.

SAS Consortium: Operating revenue, 1982/83
Total: 12,600 MSEK

Passengers 70%

Freight 10%

Mail 2%

Other revenue 18%

SAS Consortium: Operating expenses, 1982/83
Total: 11,983 MSEK, including depreciation

Commissions
10%

Fuel 18% Governmental user

charges 8%

Material and
supplies 4%
Services
purchased 4%

Depreciation

Personnel ¥

30% All other expenses 23%
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g 747 6%3 of which leased

ouglas DC-10-30 5
Airbus A300 B4 4
Douglas DC-8-63 5%
Douglas DC-8-62 6°
Douglas DC-9-41 49

Douglas DC-9-33 2
Douglas DC-9-21 9
86

" As of September 30, 1983.

* Three passenger and three combined passenger cargo versions;
one leased to Avianca and two leased to Nigeria Airways.

? Two loaned to Scanair,

* Three leased to Scanair.

* One leased to Aero Peru and two leased to Arista.

THE SAS SUBSIDIARIES

SAS business outside the Consortium accounted
for total operating revenue of 4,180 MSEK
(3,455). Internal sales to the airline rose 28 per-
cent to 675 MSEK (527).

The subsidiaries’ combined income before
allocations and taxes totaled 171 MSEK (121).

SAS Catering & Hotels. Revenues for SAS Ca-
tering & Hotels totaled 2,339 MSEK (1,565), an
increase of 49 percent. A significant part of the
revenue increase can be attributed to newly-
consolidated units. Income before allocations
and taxes improved to 103 MSEK (55).

Flight kitchen operations developed favor-
ably, largely due to increased demand from SAS
airline business and because of the improvements
in the quality of food and drink that SAS has in-
troduced. Deliveries to other airlines also in-
creased during 1982/83.

Among the most important milestones in
1982/83 were the signing of a management agree-
ment to operate a hotel in Vienna, the former
palace that is protected as a cultural monument;
a contract for catering and other services in the
Tyra oil field in the Danish sector of the North
Sea, the start of Kuwait Airways’ flight kitchen
in Kuwait, contracts to run airport restaurants
in Manchester and Dublin, and a joint-venture
agreement with Thai International for catering
activities in the Far East.

As a part of SAS’s acquisition of Westin’s
shares in SAS’s Hotel Scandinavia in Oslo and
Hotel Scandinavia in Copenhagen, the Hotel Di-
vision took over the operation of both hotels.
These two hotels were responsible for a signifi-

cant part of the improved result compared to the
previous year. For hotels in northern Norway,
the market continues to be weak.

Vingresor. Sweden’s largest inclusive-tour op-
erator, attained a market share of 31 percent in
Sweden. The company has in previous years built
up considerable business in Norway and pres-
ently has a market share of 26 percent.

Vingresor’s revenue was 1,145 MSEK
(1,069), an increase of seven percent over the
previous financial year. Income before allo-
cations and taxes improved to 41 MSEK (38).
The devaluation of the Swedish krona meant
that the Swedish charter market decreased
significantly. However, thanks to the positive
development in Norway, Vingresor could main-
tain about the same number of travelers as in
1981/82. The profit level was sustained by con-
tinued product development and marketing
initiatives.

Nyman & Schultz Resebyrder. In 1982/83,
Nyman & Schultz specialized in business travel
and related services for Swedish business and in-
dustry. Around 90 percent of gross revenue,
which was 1,205 MSEK (1,039), was from this
customer group. The devaluation of the Swedish
krona led to a decreased demand for business
travel during the first six months of the financial
year. Income before allocations and taxes de-
clined slightly, to 7 MSEK (8).

Olson & Wright is one of Sweden’s largest
freight forwarding agencies, specializing in in-
ternational transport. In 1982, Nordsped in Nor-
way was acquired, giving Olson & Wright a
strorg position on the Norwegian market.

Ison & Wright has three business areas:
air cargo, shipping and ground transportation.
During 1982/83, a moderate increase was record-
ed in Sweden’s export trade, which had a favor-
able effect on the freight forwarding market.
The immediate effect of the devaluation of the
Swedish krona was a rise in costs, which could
not entirely be compensated by price increases.

Olson & Wright’s gross revenue was 1,337
MSEK (1,096), 22 percent more than in the pre-
vious year. Nordsped accounted for 88 MSEK of
the increase. After deducting customs duties,
value-added tax on imports, and forwarding ex-
penses, operating revenue was 161 MSEK com-
pared to 96 MSEK in 1981/82. Income before
allocations and taxes was 9 MSEK (11). The de-
cline in income was due to lower interest reve-
nue as a result of changed payment schedules for
value-added taxes on imports.

PERSONNEL AND PAYROLL EXPENSES

The SAS Group had 26,657 employees during
1982/83 (24,770), of which 17,101 (16,376)

- 13 -




were employed by the Consortium. Of the 1,887
increase in personnel, 862 related to newly-
acquired subsidiary businesses.

The increase in the number of employees in
the Consortium reflects, among other factors,
measures to increase the level of service in the
airline. Effective 1982/83, mail-handling em-
ployees in Copenhagen are counted in the Con-
sortium. A change in the method of calculating
the average annual number of employees resulted
in an increase of around 300 persons.

The Group’s total payroll expense, includ-
ing social fees, was 4,691 MSEK (3,701).

PROFITABILITY AND EQUITY RATIO

The pre-tax return on total capital employed,
excluding non-interest bearing operating debt,
by the SAS Group was 24 percent (17). The re-
turn on adjusted equity, after 50 percent stan-
dard taxes, was 18 percent (17). The equity ra-
tio as of September 30, 1983, taking into account
50 percent deferred tax liability on untaxed
reserves, was 20 percent (19).

The equity ratio rose by 0.7 percentage
points to over 24 percent. For the Consortium,
the equity ratio amounted to 26 percent (26).

When judging profit levels, the return on
capital employed and on equity, and the equity
ratio, it must be kept in mind that the airline is in
a phase of consolidation with relatively low in-
vestments.

INVESTMENTS

The SAS Group’s investments in equipment
during 1982/83 totaled 478 MSEK (381). Of
this, the airline accounted for 342 MSEK (258).

The airline’s investments consisted mainly
of modifications of Airbus aircraft, for 86 MSEK,
purchase of spare parts, for 53 MSEK, and pur-
chase of computer hardware for 41 MSEK.

Net investments in the hotel business dur-
ing 1982 /83 totaled 70 MSEK and consisted
largely of investments in fixed assets in the Hotel
Scandinavia in Oslo and the Hotel Scandinavia
in Copenhagen. These hotels are now owned by
the SAS Consortium 100 percent and 97 percent,
respectively.

SAS Group: Pre-tax return on capital employed SAS Group: Investments in fixed assets
Y MSEK
% The SAS Group’s re- " " Aircratt and spare parts The airline is cur-
turn on average capital B Other rently in a period
25 employed®, before 1250 - of consolidation as
taxes, has in nominal = From operations a result of which
5 terms increased i the SAS Group's
strongly since 81/82. investments in
In 82/83 the return in- fixed assets are at a
15 creased to 24 percent 750 relativefy low level.
(17). During the past
E—— — -\ ot h = two years, invest-
* P nan- ments in fixed as-
cial income in rela-
\ tion to average total sets have been
5 capital less inte- 250 lower than the
rest-free operating SAS Group's de-
5 Hetatcien: . preciation accor-
78/79 Ta/e0 BO/81 81/82 2/m L) Tava0 80781 s1E 82783 ding to plan.
SAS Group: Equity Ratio SAS Group: Liquidity
"o % The increase 00 .
0000 50 =
Bl Total debt n ﬁ,: Sqiil)f G B subsidiaries At the present
B Eouity ‘::om assets ratio to 24 - Bl consortium . E;T:u IP: g’:ﬁ
aogo == Equity r % percent during T—— SAS Group’s cash funds as - hmdspare Ui
82/83 means a percentage of revenue eq
; valent to two
that the ratio 2000 1% months' r
s % hasnow been e, Thein
:{:g'fg;ge 1500 % creasein liqui
. B o Saplertibes dity is due
30, 1979 = % partly to the ef-
el fect of changes
it b in currency ex-
500 10 change rates.
0 0 o 0
TRTS TS/B0 BO/a1 Bims2 82/83 T8/7T8 T80 80/81 a1/82 82/83
*Equity plus and minority i asa ge of the balance sheet total.
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PERSONNEL

SAS CONSORTIUM SUBSIDIARIES SAS GROUP
Flight Deck Cabin Other Personnel Total

82/83 81/82 82/83 81/82 82/83 81/82 82/83 81/82 82/83 81/82 82/83 81/82

DENMARK 363 366 766 742 4847 4672 5976 5780 1714 1411 7690 7191
NORWAY 330 346 591 577 2614 2395 3535 3318 2568 2216 6103 5534
SWEDEN 490 512 771 737 4193 4002 5454 5251 2601 2495 8055 7746
ABROAD - - 22 20 2114 2007 2136 2027 2673 2272 4809 4299
TOTAL 1183 1224 2150 2076 13768 13076 17101 16376 9556 8394 26657 24770

The above figures represent the average number of employees during the year.

FINANCING AND LIQUIDITY

The SAS Group’s liquidity is satisfactory.
Liquid funds, including short-term investments,
totaled 2,595 MSEK on Sept. 30, 1983 (1,990),
with the Consortium holding 1,993 MSEK
(1,554).

Funds generated internally, after deduction
of 175 MSEK in payments to the parent com-
panies, totaled 1,060 MSEK.

As a result of the SAS Group’s expansion
and growing sales, accounts receivable and other
current assets, excluding liquid funds, increased

by 500 MSEK. This increase was mainly fi-
nanced by short-term liabilities. Partly as a re-
sult of increased air traffic liabilities, resulting
from tickets sold but as yet unused, liquid funds
rose by nearly 200 MSEK.

After 1982/83 investments, the SAS
Group’s financing surplus was about MSEK
700.

1982/83 debt repayment totaled 420
MSEK, of which the greater part was U.S. dol-
lar loans in the Consortium. New borrowing
during 1982/83 totaled 146 MSEK, mainly by
SAS Catering & Hotels.

Copenhagen, Oslo and Stockholm, December 19, 1983.

HALDOR TOPS@E Tor MOURSUND CurT NICOLIN
JORGEN L HALCK BjorN EIDEM KRISTER WICKMAN
HANs DALL INGVAR LILLETUN INGE JOHANNESSON
JaN CARLZON

President and Chief Executive Officer

The following statements of income, balance sheets, statements of changes in financial position and notes to the financial statements are

integral parts of the Annual Report.
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SAS Group Consolidated Statement of Income

October 1 - September 30

MSEK 1982/83 1981/82
Traffic revenue Note 1 10 463.1 8 585.9
Other operating revenue Note 2 5 509.4 4221.1
OPERATING REVENUE 159725 12 807.0
OPERATING EXPENSE Note3 14695.7 11895.6
OPERATING INCOME BEFORE DEPRECIATION 1276.8 911.4
DEPRECIATION Note 4 483.1 473.7
OPERATING INCOME AFTER DEPRECIATION 793.7 437.7
Dividend income 1.1 0.8
Other financial income Note 6 315.5 285.4
Financial expense Note 7 -526.9 -431.9
INCOME AFTER FINANCIAL ITEMS 583.4 292.0
Gain on sale and retirement of equipment, etc. (net) Note 8 18.0 68.6
Extraordinary income Note 9 14.0 100.2
Extraordinary expense Note 10 -14.4 -12.8
INCOME BEFORE ALLOCATIONS AND TAXES Note 11 601.0 448.0
Allocations in the subsidiaries (net) Note 12 -64.0 -30.7
Income before taxes 537.0 417.3
Taxes paid by subsidiaries Note 13 -39.0 -35.6
Minority interest -1.5 -31
Income before taxes relating to the Consortium

(payable by its parent companies in Denmark, Norway and Sweden) !

but after taxes payable by subsidiaries 496.5 378.6
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SAS Group Consolidated Balance Sheet

Sept. 30 Sept. 30

Sept. 30 Sept. 30

ASSETS, MSEK 1983 1982 LIABILITIES AND EQUITY 1983 1982

CURRENT ASSETS CURRENT LIABILITIES

Cash and bank balances including Accounts payable 937.8 7744

temporary cash investments Note 14 2595.2 1989.6 Taxes payable 50.6 30.4

Bills receivable 1.8 1.9  Accrued expense and prepaid income 14174 11222

Due from parent companies 97.3 46.0 Current portion of long-term debt 444.7 358.6

Accounts receivable Note 15 1739.2 1309.8 Other current liabilities a9 78 325.9

Prepaid expense and accrued Unearned transportation

income 365.7 322.1 revenue (net) Note21 1009.7 849.7

Tax refund receivable 2.8 0.2 Prepayments from customers 1936 171.3

Other accounts receivable 327.7 2584  Total current liabilities 45515 36325

Expendable spare parts and

inventory Note16  271.4 2126 LONGTERM DEBT

Prepayments to suppliers 27.3 31.4 Debenture loans Note22  469.8 428.6

Mortgage loans Note23 4209 240.6

Total current assets 54284 41720 (yher loans Note 24 16819 162009

RESTRICTED ACCOUNTS Note 17 6.6 4.2 Other long term debt Note25 1956 158.0

Provision for pension liabilities Note 26 43.1 37.8

FIXED ASSETS -

Stocks and participations Note 18 75.7 63.2 Deferred currency losses Note 27 —-51.1.-9 —338.4

Bonds and other securities 14.5 17.3 Total long term debt 22994 21475

Long-term accounts receivable, RESERVES Note 28

parent companies . 3.7 3.1 Inventory reserve 397 391

Long—tc_nn accounts receivable, others 64.5 57.3 Depreciation reserve 5351 5022

Goodwill Note 19 123 159 Accumulated supplementary depreciation 83.7 54.3

Capitalized development costs _ 5.3 0.5 Currency adjustment account 42 24.8

ang-term prepayments to suppliers 2.9 2.6 General investment reserve 6.4 11.2

Discount on debenture loans Note 7 3.5 4.9 Regional investment reserve,

Other assets Note 20 . Norway 18.1
Construction in progress 20.6 304 profit equalization reserve 34.5
Aircraft 17141 1806.6 QOher reserves 2.9
Spare engines and spare parts O 3178 —

Workshop and aircraft servicing Total reserves 687.1
equipment 59.0  Minority interests
Other equipment and vehicles 431.8
Buildings and improvements 546.1 EQUITY
Land and improvements 65.2  Capital
Total fixed assets 3421.7 g%fi ((32//7?))
TOTAL ASSETS DNL (2/7)
Total capital
Legal reserve
Revaluation reserve
Retained earnings
Net income for the year
Total equity
TOTAL LIABILITIES AND EQUITY

ASSETS PLEDGED Note 30 CONTINGENT LIABILITIES

Mortgages on real estate Guaranties and other contingent liabilities

Sundry pledges Pension commitments

Total assets pledged

Total contingent liabilities

X 7 a0




SAS Consortium Statement of Income
October 1 - September 30

MSEK 1982/83  1981/82
Traffic revenue Note 1 10 463.1 8 442.3
Other operating revenue Note 2 2137.3 1 559.7
OPERATING REVENUE 12 600.4 10 002.0
OPERATING EXPENSE Note 3 11 583.7 9277.2
OPERATING INCOME BEFORE DEPRECIATION 1 016.7 724.8 .
DEPRECIATION Note 4 398.8 408.6
OPERATING INCOME AFTER DEPRECIATION 617.9 316.2
Dividend income from subsidiaries Note 5 21.6 7.4
Other dividend income 1.0 0.7
Other financial income Note 6 247.3 229.8
Financial expense Note 7 —426.9  —361.4
INCOME AFTER FINANCIAL ITEMS 460.9 192.7
Gain on sale and retirement of equipment, etc. (net) Note 8 11.2 59.8
Extraordinary income Note 9 - 95.8
Extraordinary expense Note 10 — 10.3 — 123
INCOME BEFORE ALLOCATIONS AND TAXES' Note 11 461.8 336.0

! Allocations and taxes are payable by the parent companies of the SAS Consortium.
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SAS Consortium Balance Sheet

Sept. 30 Sept. 30

ASSETS, MSEK 1983 1982
CURRENT ASSETS
Cash and bank balances including
temporary cash investments Note 14 19928 1553.9
Bills receivable 0.0 0.0
Due from subsidiaries 121.3 89.7
Due from parent companies 97.3 46.0
Accounts receivable Note 15 1310.5 9818
Prepaid expense and accrued income 285.8  265.4
Other accounts receivable 284.7 208.0
Expendable spare parts
and inventory Note 16  184.3 14406
Prepayments to suppliers 8.1 10.5
Total current assets 42848 32999
FIXED ASSETS
Stocks and participations
in subsidiaries Note 18 = 229.5 1324
Other stocks and participations Note 18 68.5 59.1
Bonds and other securities 93 8.4
Long-term accounts receivable,
subsidiaries 51 4.3
Long-term accounts receivable,
parent companies < e 3.1
Long-term accounts receivable, others 42.2 334
Long-term prepayments to suppliers 2.6 2.6
Discount on debenture loans Note 7 3.5 49
Other assets Note 20
Construction in progress 0.9 25.7
Aircraft 1714.1 1806.6
Spare engines and spare parts 298.7 317.8

Workshop and aircraft servicing
equipment

Other equipment and vehicles
Buildings and improvements
Land and improvements

522

Total fixed assets

TOTAL ASSETS

ASSETS PLEDGED
Mortgages on real estate
Sundry pledges

Total assets pledged

Sept. 30 Sept. 30

LIABILITIES AND EQUITY 1983 1982
CURRENT LIABILITIES
Accounts payable, subsidiaries 53.7 30.6
Accounts payable, suppliers 651.3 4916
Accrued expense and prepaid income 1190.5 9477
Current portion of long-term debt 395.0 3337
Other current liabilities 3195 187.6
Unearned transportation _
revenue (net) Note21 1009.7 8496
Prepayments from customers 15.7 20.6
Total current liabilities 36354 28614
LONG TERM DEBT
Loans from subsidiaries 0.5 0.2
Debenture loans Note 22 469.8 4286
Mortgage loans Note 23 15.7 14.5
Other loans Note 24 1497.5 14700
Other long term debt Note25  169.7 1415
Deferred currency losses Note 27 —511.9 —338.4
Total long term debt 16413 17164
RESERVES Note 28
Inventory reserve 326 32.6
Depreciation reserve 935 502.2
Currency adjustment account 1.9 18.8
Total reserves ) 553.6
EQUITY Note 297
Capital

ABA (3/7)

DDL (2/7)

DNL (2/7)
Total capital

Net income for the year

Total equity

TOTAL LIABILITIES AND
EQUITY

CONTINGENT LIABILITIES Note 30
Guaranties and other contingent
liabilities for

subsidiaries

others
Pension commitments

Total contingent liabilities
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Furthermore, the Consortium has assumed lease obligations in connection with
an 18-year lease of a Boeing 747-Combi in February, 1981, a similar lease of a
Boeing 747B in October, 1981, and a five-year lease of a Boeing 747B in Jan-
uary 1982. The Consortium also has certain liabilities in connection with ticket
sales according to pay-later plans.




Statements of Changes in Financial Position

SAS GROUP SAS CONSORTIUM
Consolidated

MSEK 1982/83  1981/82  1982/83  1981/82
SOURCES OF FUNDS
Income before allocations and taxes 601.0 448.0 461.8 336.0
Depreciation 483.1 4737 398.8 408.6
Adjustment of unearned transportation

revenue liabilities Note 21 —77.6 0.0 —77.6 0.0
Book value of assets sold and retired 37.4 56.2 29.6 48.7
Deferred income from sale of one 747B leased back —10.1 49.6 —10.1 49.6
Currency differences arising from

revaluation of monetary assets and liabilities 209.9 143.2 188.7 60.4
Valuation adjustments 41.9 60.6 41.0 132.6
Taxes payable by subsidiaries —39.0 —35.6 - -
Other (net) —11.8 —37.4 0.1 =380
From operations 1234.8 1158.3 1032.3 997.9
Borrowings 145.5 146.9 49.6 46.8
Repayment of long-term loans 30.2 32.4 22.1 48.6
Refund of prepayments for aircraft - 127.9 - 127.9
Transfer of building to DNL 39.0 46.9 39.0 46.9
Minority interest in subsidiary equity 2.3 5.9 - -
Total sources of funds 14518 15183 11430 1268.1
APPLICATION OF FUNDS

Aircraft, spare engines, spare parts
Buildings and improvements
Other equipment, inventories, etc.
Stocks and goodwill

Total investments

109.0 142.8 109.0
108.3 : 59.5

Long-term lending

Repayment of long-term debt

Paid to parent companies out of last year’s result
Changes in SAS Group structure*

Total funds applied

CHANGES IN WORKING CAPITAL

Specification of changes in working capital

(before revaluation of monetary assets and liabilities)
Increase (+)/decrease (—) in inventories

Increase (+)/decrease (—) in spare engines, spare parts
Increase (+)/decrease (—) in current receivables
Increase (—)/decrease (+) in current liabilities
Increase (+)/decrease (—) in cash and bank balances
Change in SAS Group structure*

* Changes in company structure are reported separately as of 1982/83.
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Notes to the Financial Statements

Consolidated financial statements

The consolidated financial statements of the SAS Group include the
SAS Consortium, its wholly-owned subsidiaries and those partly-
owned subsidiaries in which the Consortium has a controlling interest.
Some wholly-owned subsidiaries, closely connected with the opera-
tions of the Consortium, are directly included in the accounts of the
Consortium. Such subsidiaries are, for example, SAS Cargo Center
A/S, Copenhagen, and Scandinavian Airlines of North America, Inc.,
New York.

The accounts of Scanair, another consortium owned by the par-
ent companies of the SAS Consortium, are not included in the consoli-
dated financial statements of the SAS Group.

The financial statements of the SAS Group cover the period
October 1, 1982 - September 30, 1983.

Companies acquired in the financial year are included in the
SAS Group’s statement of income for the period during which they
belonged to the SAS Group.

The consolidated financial statements of the SAS Group are
prepared in accordance with the purchase method of accounting which
means that subsidiary income is included in the group’s disposable
funds only to the extent that they were earned after the date of acqui-
sition. The equity in a subsidiary at the time of acquisition, including
50 percent of acquired untaxed reserves, is eliminated against the ac-
quisition value of the corresponding stocks in the accounts of the Con-
sortium. Of the remaining book value of the stocks, (a) an amount
equal to the difference between the real value and the book value of
the acquired assets, less a 50 percent deferred tax liability, is allocated
to the respective asset accounts, and (b) the residual amount, if any, is
carried as goodwill (or a liability) in the consolidated balance sheet.

Inter-company profits and transactions within the SAS Group
are eliminated.

The financial statements of the SAS Group are expressed in
millions of Swedish kronor (MSEK).

Financial statements of subsidiaries directly included in the ac-
counts of the Consortium are translated into Swedish kronor using the
monetary /non-monetary method. The statements of income are thus
translated at the average exchange rate during the financial year, with
the exception of depreciation which is translated at the exchange rate
prevailing at the time of acquisition. In the balance sheets, fixed assets
(excluding long-term accounts receivable) are translated at the invest-
ment rate for the year of acquisition. Long-term accounts receivable,
current assets and liabilities are translated at the exchange rate pre-
vailing at the end of the financial year.

Translation according to the above principles creates a differ-
ence between income according to the balance sheet and income ac-
cording to the statement of income. The total net difference is included
in the statement of income.

The financial statements of the subsidiaries in currencies other
than Swedish kronor are, for the purpose of consolidation, translated
into Swedish kronor using financial year-end exchange rates while the
year’s result is translated at the average exchange rate for the year.
The translation differences are transferred directly to equity of the
SAS Group to the extent that they refer to SAS’s share in such subsi-
diaries. Translation differences relating to minority interest in the sub-
sidiaries are included under the heading “Minority interest” in the
consolidated balance sheet.

Valuation principles

Monetary assets and lhabilities in currencies other than Swedish kro-
nor. Monetary assets and liabilities in currencies other than the re-
spective accounting currency are stated in the balance sheet at financial
year-end rates of exchange.

The translation of the long-term debt of the Consortium into
Swedish kronor for 82/83 has resulted in substantial unrealized cur-
rency losses, mainly because of the strengthening of the U.S. dollar dur-
ing the year and the devaluation of the Swedish krona in October,
1982. The ultimate size of the currency losses on the Consortium’s
long-term debt will depend on future currency developments. In order
to distribute such currency losses (net) equitably between financial
years, a distribution method was established in 1980/81. The losses
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are spread over the remaining life of the loans, currency losses being
annually charged to income as follows:

(a) Currency losses realized through repayment during the year
and unrealized currency losses relating to repayments due within one
year, less the corresponding provision made in the preceding annual
accounts.

(b) Unrealized currency losses related to loans with deferred re-
payment or no repayment prior to final maturity; exchange rate differ-
ences are established currently as a supplement/deduction in relation
to earlier accounting and distributed over the remaining credit period
of the individual loans.

Remaining unrealized exchange rate losses on long-term debt
are deferred as a deduction from debt on a separate contra-liability
account in the balance sheet of the Consortium.

Unrealized currency gains on long-term debt and long-term ac-
counts receivable are credited to the currency adjustment account in
the balance sheet of the Consortium, while currency gains/losses re-
sulting from the translation of other monetary assets and liabilities
into Swedish kronor are credited /charged directly to income.

The exchange rates used in the translation of monetary assets
and liabilities to Swedish kronor are as follows:

Exchange rates, Sept. 30

Currency 1983 1982
Denmark DKK 100 82.40 71.00
Norway NOK 100 106.45 90.00
U.S.A. UsD 7.83 6.28
Switzerland CHF 100 368.00 289.00
France FRF 100 98.00 88.00

Expendable spare parts and sundry stores are stated at the lower of
acquisition cost and market value. The necessary deduction for obso-
lescence has been made.

The expendable spare parts included under this heading com-
prise 2/3 of the total stock of such parts, the remaining 1/3 being
treated as flixed assets.

Depreciation. In accordance with its conservative policy, the Consor-
tium depreciates its flight equipment over 10 years with a 10 percent
residual value except for the Airbus A300, Boeing 747 and Douglas
DC-10-30 which are depreciated over 12 years with a 10 percent re-
sidual value.

Depreciation periods for goodwill and capitalized development
costs range from five to 10 years. Workshop and aircraft servicing
equipment and other equipment and vehicles are depreciated over five
years, with the exception of computer equipment and flight simulators
relating to the Airbus A300 and Douglas DC-10-30, for which the
depreciation period is seven and 12 years, respectively. The annual
rates of depreciation on buildings vary from two to 20 percent.

Definition of ratios

Return on capital employed, befores taxes. The result after deprecia-
tion plus financial income in relation to average capital employed.
Capital employed is defined as total capital according to the balance
sheet less short-term interest-free operating liabilities.

Return on equity, after taxes. Income before extraordinary items re-
duced by a standard tax of 50 percent in relation to adjusted average
equity. Adjusted equity consists of the sum of stated equity plus 50 per-
cent of untaxed reserves.

Gross profit margin. Operating result before depreciation in relation
to operating revenue.

Equity ratio. Equity, reserves and minority interest in relation to bal-
ance sheet total.




Note 1 - Traffic revenue SAS Group Consortium Note 5 - Dividend income from subsidiaries

1982/83 1981/82 1982/83 1981/82  Consortium 1982/83 1981/82
Passenger 88473 71174 88473 69226 SAS Catering A/S, Denmark 2.4 20
Freight 12799 11184 12799 1110.6  SAS Catering A/S, Norge 6.6 4.6
Mail 227.9 198.2 227.9 191.3  Vingresor AB 9.5 -
Charter 31.3 70.0 31.3 70.0  Nyman & Schuliz Resebyrier AB 0.7 -
Leasing 76.7 147.8 76.7 147.8  AB Olson & Wright 2.1 0.8
Less: Elimination of Transair Sweden AB 0.3 -
internal transactions - —659 - - 21.6 74

10463.1 85859 10463.1 84423

Traffic revenue from subsidiaries during 1981 /82 related to Danair
and amounted to MSEK 209.6 before the elimination of internal
transactions.

Note 2 - Other operating revenue

SAS Group Consortium
1982/83 1981/82 1982/83 1981/82
Consortium 2137.3 1 559.7 21373 15597
Subsidiaries 4179.9 3 245.1 - -
Less: Elimination of
internal transactions —807.8 5837 - -
5509.4 4221.1 21353 1 5597

The Consortium’s other operating revenue comprises revenue from
workshop operations, ground service, interline sales, etc. carried out
for other airlines, in-flight sales and sales in airport shops, and the leas-
ing out of surplus resources, among other activities.

As of 1982/83, revenue which is not directly related to operations is
treated in the accounts as a deduction item from operating expense.
The change has the effect that revenues during the financial year are
67.4 MSEK lower than they would otherwise have been. In 1981/82,
items of the same character amounted to 49.7 MSEK.

Note 3 - Operating expense

SAS Group sonsortium
1982/83 1981/82 1982/83 1981/82
Consortium 11 583.7 9277.2 11583.7 9277.2
Subsidiaries 39198 3268.0 - -
Less: Elimination of
internal transactions —B807.8 —649.6 - -
14 695.7 118956 11583.7 92772
Operating expense includes, wages, salaries and remunerations as
follows: SAS Group Consortium
1982/83 1981/82 1982/83 1981/82
Wages, salaries and
remunerations 3596.4 2804.1 26761 2121.0
Note 4 — Depreciation SAS Group Consortium
1982/83 1981/82 1982/83 1981/82
Goodwill 39 2.9 - -
Development costs 0.5 0.4 - =
Aireraft 199.6 212.8 199.6 212.8
Spare engines and
spare parts 65.8 67.9 65.8 67.9
Workshop and aircraft
servicing equipment 21.1 21.4 21.1 21.4
Other equipment
and vehicles 124.1 107.9 80.0 76.5
Buildings and
improvements 68.0 60.2 32.3 30.0
Land and improvements 0.1 0.2 0.0 0.0
483.1 473.7 398.8 408.6

During 1982/83 depreciation on aircraft declined by MSEK 13.2.
This was due partly to three aircraft reaching a residual value as of
September 30, 1982, as a result of which they were not included in the
equipment to be depreciated during the year, and partly to a further
five aircraft reaching a residual value during the 1982/83 financial
year.

The stated dividends from subsidiaries are those decided by the re-
spective annual general meetings for the financial year 1981/82 and
1980/81. Consequently, dividends are not anticipated in the statement
of income.

Note 6 - Other financial income

SAS Group Consortium
1982/83 1981/82 1982/83 1981/82
Interest from subsidiaries - - 3.1 39
Other interest income 314.5 282.5 243.2 224.4
Cash discounts, etc. 1.0 29 1.0 1.5
315.5 285.4 247.3 229.8
Note 7 - Financial expense
SAS Group Consortium
1982/83 1981/82 1982/83 1981/82
Interest paid to subsidia-
ries - - — 02 — 03
Interest paid to others — 296.0 —282.8 —2144 2202
Currency losses on long-
term debt, charged
to the year’s income —321.6 —1329 —304.7 —1232
Other currency
differences (net) 973 — 84 973 — 120
Write-down of discounts
etc., on debenture loans — 14 — 14 — 14 — 14
Banking fees etc. — 52 — 64 — 35 — 43
—526.9 —4319 —4269 3614

Note 8 - Gain on sale and retirement of equipment, etc. (net)

SAS Group Consortium
1982/83 1981/82 1982/83 1981/82
Aircraft - 53.3 - 53.3
Spare engines and
spare parts 11.6 13.0 11.6 6.1
Buildings 7.0 2.6 3.2 -
Other equipment, etc. —0.6 —0.3 —3.6 0.4
18.0 68.6 11.2 59.8
Note 9 - Extraordinary income
SAS Group Consortium
1982/83 1981/82 1982/83 1981/82
Pension bonus in
Denmark - 100.2 - 95.8
Write-down of loan in
connection with financial
reconstruction 12.8 - - -
Other extraordinary
income 1.2 - u 5
14.0 100.2 - 95.8

The pension bonus in Denmark included in the accounts for 1981 /82
represents a refund for the five-year period 1978-82.
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Note 10 - Extraordinary expense

SAS Group Consortium

1982/83 1981/82 1982/83 1981/82
Share in loss made by
Hotel Scandinavia K/8S,
Copenhagen 12,3 12,3 10,0 12,3
Shareholder’s
contribution, Hotel Nya
Snick AB, in Visby 0.8 - - -
Group loss in connection
with the closing-down of
Security Services A/S 0.7 - - -
Other extraordinary
expenses 0.6 0.5 0.3 -

14.4 12.8 10.3 123

Both the shareholders’ contribution to Hotel Nya Snéck AB and the
group loss in connection with the closing-down of Security Services
A/S are included in the accounts of SAS Catering & Hotels.

Note 11 - Income before allocations and taxes

Note 13 - Taxes paid by subsidiaries

The statement of income of the SAS Group includes only taxes pay-
able by the subsidiaries, since the tax liability in Denmark, Norway
and Sweden relating to the activities of the Consortium lies with the
parent companies of the Consortium.

Taxes payable by the Consortium abroad are included in operating
expense.

Note 14 - Cash and bank balances including temporary cash
investments

As of September 30, 1983, 1 257.2 MSEK (696.4) were placed as
short-term loans with various companies, mainly in Scandinavia, of
which 953.1 MSEK (441.6) were placed by the Consortium. The Con-
sortium’s cash and bank balances are stated after provision for cur-
rency risks, etc., amounting to 32.9 MSEK (24.6).

The Consortium’s balance includes restricted funds in a tax deduc-
tion account in Norway amounting to 36.2 MSEK.

Note 15 — Accounts receivable
Accounts receivable as stated in the balance sheet, are after provision

SAS Group 1982/83 1981/82  for doubtful receivables and currency risks. Such provision amounted
—— to 94.3 MSEK (65.0) for the SAS Group, of which 76.2 MSEK (52.3)

Cons‘ur_lm'm s profit 461.8 336.0  related to the Consortium.

Subsidiaries’ profit 171.1 121.0

Elimination of internal dividends —21.6 —7.4

Elimination of capital gain in Note 16 - Expendable spare parts and inventory

connection with the sale of SAS Group Consortium

inventories by one subsidiary to 1982/83 1981/82 1982/83 1981/82

another — 43 0.5 .

i ; Raw materials, etc. 21.8 21.8 21.8 21.8
3?5{3‘;1:;[]?1]1 abgedtwill and — 37 a1 Sundry goods for sale 93.7 74.2 6.6 6.2
R L of lidated i i Inventory 41.4 27.8 41.4 27.8

eversal of unconsolidated income in Wik 5 o 78 82 78 82
Hotel Scandinavia K/S, Copenhagen — 2,3 —31,9 — 90 Cateri progre: : : . :

atering material,
Consolidated profit before allocations uniforms, etc. 25.0 4.0 25.0 4.0
and taxes 601.0 448.0  Expendable spare parts 81.7 76.6 81.7 76.6
271.4 212.6 184.3 144.6

Note 12 - Allocations in the subsidiaries (net)
SAS Group 1982/83 1981/82  Note 17 — Restricted accounts
From reserves Deposits to non-interest bearning accounts relating to tax deductible
- supplementary depreciation 0.3 0.9 allocations to investment reserves in Nyman & Schultz Resebyrier AB
- investment reserve - 0.3 and AB Olson & Wright.
- district investment

reserve, Norway 183 186 156 16.8 . . L
To reserves Note 18 — Stocks and participations in subsidiaries. Other stocks
- inventory reserve — 0,6 — 6,2 and 'parlicipations i ) o )
& Supplemenlary depreciation —24.6 —10.7 l)l.ll']l'lg the 1982/83 financial year, the Consortium increased its
- general investment reserve — 9251 — 48 holdings in the Hotel Scandinavia K/S, Copenhagen, from 39 percent
- special investment reserve —129 “ to 97 percent. The holding in the SAS Royal Hotel A/S, Oslo, was
- regional investment increased from 60 percent to 100 percent.

reserve, Norway — 26 - The Consortium’s stocks and participations are specified on page 27.
- profit equalization reserve —10.4 —23.1
- consolidation reserve — 6.0 — 25 i
- other reserves — 0.4 —82.6 — 0.2 —475 Note 19 - Goodwill . ]

—64.0 307 Goodwill consists mainly of group goodwill relating to AB Olson &

Wright amounting to 10 MSEK (12).
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Note 20 - Other assets

Accumulated

At Cost depreciation Net value

SAS Group 1983 1982 1983 1982 1983 1982
Construction in progress 20.6 30.4 - - 20.6 30.4
Aircraft 36528 35631 1938.7 17565 17141 1806.6
Spare engines and spare parts 689.3 637.4 390.6 319.6 298.7 317.8
Workshop and aircraft

servicing equipment 221.7 209.8 169.5 150.8 52.2 59.0
Other equipment 1029.8 922.8 535.9 491.0 493.9 431.8
Buildings and improvements 12242 883.1 424.1 337.0 800.1 546.1
Land and improvements 86.3 66.7 1.3 1.5 85.0 65.2
Total as of September 30 6924.7 63133 3460.1 30564 34646 32569
Consortium

Construction in progress 0.9 25.7 - - 0.9 25.7
Aireralt 36528 35631 1938.7 17565 17141 1806.6
Spare engines and spare parts 689.3 637.4 390.6 319.6 298.7 317.8
Workshop and aircraft

servicing equipment 221.7 209.8 169.5 150.8 52.2 59.0
Other equipment 653.2 625.7 378.5 357.1 274.7 268.6
Buildings and improvements 357.0 291.2 187.5 159.4 169.5 131.8
Land and improvements 8.7 8.6 0.3 0.3 8.4 8.3
Total as of September 30 55836 53615 30651 27437 25185 26178

Construction in progress refers to buildings and land improvement
under construction. After construction work is completed, the total ac-
quisition costs are transferred to the respective headings in the balance
sheet. A new administration building in Oslo, which was stated as
construction in progress in the 1981 /82 accounts, was completed and
transferred to DNL, the Norwegian parent company, on September
30, 1983.

The book value of aircraft has changed as follows:
At cost

As of October 1, 1982 3563.1

Modification of Airbus A300 85.8

Modification of DC-9 engines 39 36528

Accumulated depreciation

As of October 1, 1982 1756.5

Depreciation during 1982 /83

(see Note 4) 199.6

Transfer to depreciation reserve —174 —1938.7
1714,1

Depreciation reserve —478.5

Net book value 1235.6

Insurance value of aircraft

As of September 30, 1983 62875

Note 21 — Unearned transportation revenue (net)

As in previous years, the various accounts of the Consortium for traf-
fic revenue are stated as a net balance. The unredeemed transportation
sale relating to passenger documents, included under this heading, is
calculated at 83.5 MSEK.

The dissolution of the reserve for traffic revenue liabilities is effected
in such a manner that the reserve built up during the financial year is
included in the revenue for the following year. In the accounts for
1982/83, a net amount of 77.6 MSEK (58.9) was dissolved.

The Consortium’s computer and communications equipment and
flight simulators are included under the heading Other equipment,
with an acquisition value of 355.8 MSEK and 60.6 MSEK, respec-
tively. The comparative figures as of September 30, 1982, were 361.7
MSEK and 62.6 MSEK.

The costs of buildings and improvements in the SAS Group increased
by 341.1 MSEK. Of this increase, the Hotel Scandinavia K /S, Copen-
hagen, which is included in the SAS Group as of the 1982/83 financial
year, accounted for 100.4 MSEK. In addition, the group surplus value
in connection with the SAS Royal Hotel A/S, Oslo (Hotel Scandina-
via), is also included, amounting to 66.1 MSEK.

Note 22 - Debenture loans 1983 1982

Consortium

5.5% CHF 72.0 mill., due 1984-92 264.9 219.7

8.0% USD 16.0 mill., due 1984-85 125.3 113.0

10.75% SEK 120.0 mill.,

due 1983-94 120.0 130.0
510.2 462.7

Less: Current portion included

under current liabilities —40.4 —34.1

As of September 30 469.8 428.6
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Note 23 — Mortgage loans 1983 1982  Note 25 - Other long term debt 1983 1982
Consortium Consortium
6%/10% DKK 17.7 mill., due 1983-2003 14.6 13.5  Other long term debt 193.1 177.2
10%/12% NOK 1.8 mill., due 1983-2001 1.9 1.8 Less: Current portion included
14,75% ZAR 0.0 mill., due 1983-97 0.3 0.2 under current liabilities —234 357
16.8 155 Asof September 30 169.7 141.5
Less: Current portion included Subsidiaries
under current liabilities —1.1 —1.0  Other long term debt 26.5 14.6
As of September 30 15.7 14.5  Less: Current portion included
‘SS: _;P'tm i under current liabilities — 26 — 01
Sundry loans 4267 2385  Asof September 30 239 145
Less: Current portion included Deferred tax liability on untaxed reserves 2.0 2.0
under current liabilities —als  —124 SAS Group, as of September 30 195.6 158.0
As of September 30 405.2 226.1
SAS Group, as of September 30 420.9 240.6 . .
Note 26 - Provision for pension liabilities 1983 1982
Subsidiaries
Note 24 - Other loans 1983 1982  SAS Catering AB, Sverige - PRI 6.8 6.0
s - other 0.9 0.9
Consortium . ot
6.0% USD 25.0 mill., due 1983-88 1960 ZAmy VeRAD- LRI o
6.5% USD 2.3 mill., due 1983-86 185 B9 g = A ; ‘
: yman & Schultz Resebyraer AB 1.3 1.3
7.125% USD 0.5 mill., due 1983-84 3.6 5.7 AB Olson & Wrieht - PR1 20.1 175
7.5% USD 12.2 mill., due 1984-87 95.3 76.5 e 18 {9
7.75% USD 35.9 mill., due 1984-90 281.2 2603 e - :
8.0% USD 3.4 mill., due 1983-86 26.4 27.3  Asof September 30 43.1 37.8
8.5% USD 0.6 m]“',’ due 1984 4.7 188 The Pension Registration Institute (PRI) is a non-profit organization
8.75% USD 13.2 mill., due 1984-89 103.3 828 [ b 3 ottt ot of stall Béns: her
9.0% USD 4.8 mill.. due 198387 37.8 136 or the management and administration of staff pension schemes.
i = Other pension liabilities are either covered by periodic pension pre-
g‘g;%h[é%nl 2]3‘? rTl]l]ll.adUI:l{1)2239g3 };23 }ggg mium payments or are recorded as pension commitments under con-
129 o L s GUIE L8 * Y tingent liabilities.
LIBOR plus 0.5 % USD 4.6 mill., due
1983-84 (LIBOR, September26, 1983
9.7916 %) 36.4 48.6  Note 27 - Deferred currency losses
LIBOR plus 0.5% USD 33.3 mill. Unrealized currency losses cnylong—term debt, deferred by the Con-
multicurrency loan, due 1985 sortium as a deduction from debt on a separate contra-liability account
(LIBOR, September 30, 1983, 9.5625%) 260.5  208.9  in the balance sheet, amounted to 511.9 MSEK as of September 30,
ESI;(?;;E {?é%PLUS 0.5%, USD 0.5 mill., 1983 (338.4). Of the total, 400.5 MSEK refer to long-term debt in US
S::)tembcf' 30, 1982, 13.5%) 5 34 ol Conerivin
6.0% CHF 40.0 mill., due 1985 147.2 115.6  Asof October 1, 1982 338.4
8.0% FRF 218.0 mill., due 1983-91 213.7 217.5  Currency losses on long-term
8.5% NOK 2.0 mill., due 1984 2.1 9.0 debt incurred in 1982/83 478.2
9.5% NOK 16.4 mill., due 1983-84 17.5 24.6  Currency losses on long-term debt
10.125% GBP 0.1 mill., due 1987 2.0 - charged to income in 1982/83 (see Note 7) —304.7
Official discount rate plus 4.0%
DKK 7.2 mill., due 1983-93 (official Avel Sepreoher 30,1582 5449
DKK discont rate, September 30, 1983, 7.5%) 5.9 4.7  The Consortium’s accounting principles governing deferral and dis-
Oficiakdiscount rate plus 3% SEK 31.3 mill., tribution of currency losses on long-term debt are described under
due 1983-92 (official SEK discount rate, ”Valuation principles,” page 21.
September 30, 1983, 8.5 %) 31.3 40.1
12.5% SEK 13.8 mill., due 1983-89 13.8 15.7
13.2% SEK 3.0 mill., due 1984-96 3.0 33
13.5% SEK 29.9 mill., due 1983-97 29.9 2:5
13.25% SEK 0.1 mill., due 1983-87 0.1 0.1
1827.6 17330
Less: Current portion included
under current liabilities —330.1 —263.0
As of September 30 1497.5 14700
Subsidiaries
Sundry loans 210.0 163.3
Less: Current portion included
under current liabilities —25.6 —12.4
As of September 30 184.4 150.9
SAS Group, as of September 30 16819 16209




Note 28 - Reserves

Sept. 30, Sept 30,

SAS Group 1982  Provisions Dissolution Other 1983
Inventory reserve 39.1 0.6 B - 39.7
Depreciation reserve 502.2 48.0 —15.1 - 535.1
Accumulated supplementary
depreciation reserve 54.3 24.6 — 03 +5,1" 83.7
Currency adjustment account 24.8 1.2 —22.3 +0.5 4.2
Investment reserve 11.2 25.1 E +0.1 36.4
Regional investment reserve Norway 18.1 2.6 —18.3 +3.3 5.7
Profit equalization reserve 345 10.4 - - 44.9
Other reserves

Consolidation reserve 2.5 6.0 - +0.4! 8.9

Provision for special

investment reserve B 12.9 - - 12.9

Other 0.4 0.4 +0.1 0.9
Total 687.1 131.8 —56.0 +9.5 772.4

' The effect of currency translation resulting from the change from
SEK 90 to SEK 106.45 for NOK 100.

The inventory reserve relates to expendable spare parts and inven-
tories under current assets (see Note 16).

The depreciation policy of the Consortium in connection with aircraft
equipment is described under *“Valuation principles.” In the reports
required to be submitted under several of its credit agreements with
U.S. lenders, the Consortium depreciates its flight equipment over 12
years to a 10 percent residual value for Douglas DC-8s, 14 yearsto a
10 percent residual value for Douglas DC-9s, and 16 yearstoa 10
percent residual value for Airbus A300s, Boeing 747s and Douglas
DC-10-30s.

The Consortium records depreciation in accordance with the same
terms in the depreciation accounts which are deducted from the acqui-
sition values concerned. At the same time, the depreciation actually
incurred by the Consortium supplementary to such depreciation is re-
corded in the depreciation reserve. The depreciation reserve shows a
balance of 535.1 MSEK (502.2).

Note 29 - Equity SAS Group Consortium

As of October 1, 1982 11137 1 034.5
Transferred to parent companies

from previous year’s income —175.0 —175.0
Income before taxes relating to

the Consortium but after taxes in

the subsidiaries 496.5 461.8
Translation difference (consolidation) 11.6 -
Adjustment of minority share of equity —1.4 -
Sundry adjustments —0.6 0.1
As of September 30, 1983 14448 1321.4

Under the heading Accumulated supplementary depreciation, the
subsidiaries record depreciation made as a profit allocation additional
to their ordinary depreciation.

The currency adjustment account has changed as follows:

SAS Group Consortium
As of October 1, 1982 248 18.8
Unrealized currency gains
incurred during the year 1.2 1.2
Realized currency gains on
long-term loans —223 =181
Elimination 0.5 -
As of September 30, 1983 4.2 1,9

The investment reserve, regional investment reserve, profit equali-
zation reserve and provisions for other reserves comprise tax-deduc-
tible allocations made by the subsidiaries.

Note 30 — Contingent liabilities

Assels pledged

During 1982/83 the SAS Group’s pledges increased by MSEK 286,
of which real estate mortgages in the Hotel Scandinavia K/S, Copen-
hagen, accounted for 194 MSEK. SAS Catering & Hotels accounted
for 44 MSEK and the SAS Royal Hotel A/S, Oslo (Hotel Scandina-
via), for 19 MSEK.

Contingent liabilities

The Consortium’s contingent liabilities as of September 30, were as
follows:

1983 1982
Travel guaranties for Vingresor AB 170.0 115.0
Guaranties for pension liabilities,
AB Olson & Wright 20.0 17.5
Guaranty for loan, Hotel Scandinavia
K/S, Copenhagen 90.0 -
Other contingent liabilities in subsidiaries 36.9 309
Total contingent liabilities,
subsidiaries 316.9 163.4
Guaranty for loan, Linjeflyg AB 25.0 25.0
Guaranty for loan, Hotel Scandinavia K/S
Copenhagen - 36.1
Other contingent liabilities 374 333
Total other contingent liabilities 62.4 94.4
Pension commitments 62.9 60.0
As of September 30 442.2 317.8
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THE CONSORTIUM’S STOCKS AND PARTICIPATIONS
September 30, 1983

Book
Value
MSEK

Number of Per-
shares cent

Par Value
in Thousands

Subsidiaries directly included in the accounts of the Consortium

SAS Cargo Center A/S, Copenhagen 48 100 DKK 300 0.2
Scandinavian Airlines of North America, Inc., New York 1750 100 USD 175 0.9
SAS France S.A., Paris 1 000 100 FRF 100 0.1
Sundry 0.0
1.2

Subsidiaries consolidated with the Consortium in the SAS Group
SAS Catering A/S, Danmark, Copenhagen 16 000 100 DKK 16000 11.3
SAS Catering A/S, Norge, Oslo 8 000 100 NOK 8000 6.0
SAS Catering AB, Sverige, Stockholm 160 000 100 SEK 16000 16.0
Vingresor AB, Stockholm 200 000 100 SEK 20000 20.0
Nyman & Schultz Resebyrder AB, Stockholm 30 000 100 SEK 15000 15.0
AE Olson & Wright, Stockholm 3000 100 SEK 3000 33.0
Hotel Scandinavia K/S, Copenhagen Share in capital 97 DKK 197 000 220
Scandinavia Hotel Invest A/S, Copenhagen 8 93 DKK 2500 -
SAS-Invest A/S, Copenhagen 4110 100 DKK 10000 7.2
Scandinavian Air Tour Productions AB, Stockholm 10 000 100 SEK 1000 1.0
Nordair ApS, Copenhagen 200 100 DKK 300 0.2
Gamla Vingresor AB, Stockholm 10 000 100 SEK 1000 1.0
InterSAS B.V., Amsterdam 104 100 NLG 104 0.2
SAS Royal Hotel A/S, Oslo 10 000 100 NOK 10000 66.9
Convertible loan stock 100 NOK 30000 26.3
Arctic Hotel Corp. A/S, Narssarssuaq 1 550 50 DKK 1550 1.3
Danair A/S, Copenhagen 1710 57 DKK 1710 1.2
A/S Dansk Rejsebureau, Copenhagen 49 50 DKK 400 0.3
Congrex AB, Stockholm 1 000 100 SEK 100 0.1
SAS Oil A/S, Copenhagen 300 100 DKK 300 0.3
Sundry 0.2
229.5

Other companies
Linjeflyg AB, Stockholm 500 000 50 SEK 50000 53.0
Hc[]ikopter Service A/S, Oslo 64 000 5 NOK 6400 6.7
Polygon Insurance Co Ltd., Guernsey 665 668 33 GBP 666 4.4
Bennett Reisebureau A/S, Oslo 87 31 NOK 1392 1.1
Grenlandsfly A/S, Godthab 140 25 DKK 3000 0.4
Wideree’s Fvicselskap A/S8, Oslo 26 622 22 NOK 2662 11
A/S Hotel Atlantic, Stavanger 1117 20 NOK 559 0.4
Copenhagen Excursions A /g S, Copenhagen 23 17 DKK 210 0.5
Malmé Flygfraktterminal AB, Malmé 1455 40 SEK 146 0.0
Scanator A&, Stockholm 500 50 SEK 50 0.1
Sundry 0.8
68.5
Auditors’ Report

We, the undersigned, appointed in accordance with
Article 11 of the Consortium Agreement between AB
Aerotransport (ABA), Det Danske Luftfartselskab
A/S (DDE()) and Det Norske Luftfartselskap A/S
(DDL) as auditors of

SCANDINAVIAN AIRLINES SYSTEM

Denmark — Norway - Sweden

having completed our assignment, herewith submit
our report for the financial year October 1, 1982 -
September 30, 1983,

We have examined the Annual Report,
which also includes the accounts of the Group.

The Internal Auditing Department of SAS, act-
ing in accordance with instructions approved by us,

has conducted a continuous check of the accounting re-
cords and we have received reports on the examina-
tion thus conducted.

Fhe Annual Report of the Consortium shows a
rofit of 461.8 MSEK after depreciation, of which
10.0 MSEK is proposed to be paid to the parent com-

panies.

We recommend

that the Annual Accounts for the Consortium and
for the Group be adopted, and

that the Members of the Board and the President be

discharged from further responsibility for the
financial year.

Stockholm, January 17, 1984*

STEN NACKSTAD CENTRALANSTALTEN FOR REVISION BERNHARD LYNGSTAD
Authorized Public Accountant STIG-ERIK SCHAUMBURG- MULLER Authorized Public Accountant
Authorized Public Accountant
SOREN WIKSTROM ARNE BRENDSTRUP TOR STORHAUG
Authorized Public Accountant Authorized Public Accountant
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Comparative Statistics
(km 000) 214 + 2% 210 224 252 264
s Served 93 —6% 99 105 103 102
scheduled services (mill.) 1193 + 6% 112.9 1132 120.4 124.3
Hom Flown (airborne),total (000) 1821 + 6% 171.1 171.1 180.0 185.7
Available Tonne Kms, total (mill. 23313 — 4% 24273 24724 2536.8 25283
Available Tonne Kms, scheduled services 23115 — 4% 23949 24507 25159 24835
Available Tonne Kms, non-sched. services 198 —39% 32.4 21.7 20.9 44.8
Revenue Tonne Kms, sched. services (mill) 14312 + 1% 1418.3 1415.8 14326 14351
Passenger and Excess Baggage 9860 + 2% 9623 9583 9726  966.6
Fr:i%h 3939 — 3% 404.3 407.5 412.2 425.2
_ = 4 513 — 1% 51.7 50.0 47.8 43.3
Total Load Factor, scheduled services (% 61.9 + 2.7 enh 59.2 57.8 56.9 57.8
Number of Passengers Carried, total (000 9 222 + 4% 8 861 8413 8 393 8 669
‘Available Seat Kms, sched. services Emil'. 17 037 0% 17 118 17 761 18 460 18 216
Revenue Pass. Kms, sched. services  (mill.) 11 159 + 3% 10 879 10 817 10972 10908
Passenger Load Factor, sched. services (% 65.5 + 19enh 63.6 60.9 59.4 59.9
Average Pass. Tri ELcngth sched. (kmsg 1219 — 2% 1239 1296 1318 1272
Traffic Revenue/Revenue Tonne Km(SEK 717 +25% 5.74 4.64 4.13 3.57
Airline Operating Expenses/ Available
Tonne Km (includin E ;l)rec:atmn) (SEK) 412 +23% 3.35 2.80 2.49 2.11
Average Number of 17 101 + 4% 16 376 16 425 17 069 16 755
Revenue Tonne Kms/ Em , sched. services 83 700 — 3% 86 600 86 200 83 900 85 700
Revenue Pass-Kms/Empl., sched services 652 500 — 2% 664300 658600 642800 651000
Data on Major Subsidiaries
Vingresor AB N & Schuliz AB Olson &
Consolidated esebyrier AB Wright
e Consolidated Consolidated
- MSEK MSEK MSEK MSEK  MSEK MSEK
safas 81 jaz 82/83 81/82 82/83 81/82 82/83 81/82
INCOME STATEMENT DATA
¥ Operating Revenue 2338.71564.6 114521068.5 280.5 2356 1612 96.3
- Operating Income after Depreciation 1135 623 264 355 42 37 72 33
¥ L A -
~ Incomeafter Financial Items 9%.1 519 413 377 69 77 96 109
~ Income before Allocations and Taxes 1027 548 413 377 69 79 93 110
"~ Allocations, cic. =969 —1471 —228 —66 =88 —35 —22 —62
. Taxes —18.8 —19.7 —11.7 —8.6 —3.0 —3.2 —55 —28
Net Income 47.7 204 6.8 225 0.6 2 1.6 2.0
BALANCE SHEET DATA
Current Assets 485.5 292.4 389.4 336.1 174.7 1385 162.7 1599
Fixed Assets (incl. Restricted Accounts) 424.0 301.2 126.7 130.2 149 116 411 315
Total Assets 909.5 593.6 516.1 466.3 189.6 150.1 203.8 1914
Current Liabilites 4184 275.6 3284 2795 1501 1165 142.6 1378
Long Term Debt 221.5 1428 91.5 106.6 8.0 5.0 T 289
Untaxed Reserves 124.0 79.7 43.0 240 57 124 239 216
Minority Interest 5.0 3.0 5.0 3.6 - - - -
Equity 140.6 918 482 526 158 16.2 5.6 6.1
Total Liabilities and Equity 909.5 593.6 516.1 466.3 1896 150.1 203.8 1914
AVERAGE NUMBER OF EMPLOYEE 98 5530 1292 1221 418 415 460 365




Total Assets

Equit

Operating Income after Depreciation
Financial Items (net)

Income after Fincancial Items
Other Items (net)

Income before Allocations and Taxes

BALANCE SHEET DATA
Current Assets
Fixed Assets (incl. Restricted Funds)

Current Liabilities
Long Term Debt
Reserves, Minori?r Interest
including In
Totaliiabilities and Equity

come of the Year

14 695.7
483.

793.7

58344 i

17.6
601.0

5428.4
3 653.6
9 082.0

4 551.5
2299.4

786.3
1444.8
9 082.0

U=

PR =l
o= =] = O
= O R O

] —

VNNl oo

SAS Royal Hotel Scandi- | S8 Tiven Arctic Hotel | A/S Dansk

Hotel A/’S _ m\ﬁﬁ K/S ! A/S? Corp.A/S  Rejsebureau :

MSEK MSEK  MNOK MNOK  MDKK MDKK MDKK MDKK  MDKK MDKK MDKK MDKK MDKK MDKK

82/83 81/82 82/83 81/82 82/83 81/82 82/83 81/82 82/83 81/82 82/83 81/82 82/83 81/82

1672 853 601 133.7 9.1 = 311 530 DEISSENGEN 16,7 173 2.1 2948

—11 —04 258 279 6.0 B 07 11 19 1.1 11 —03 —03 00

0.0 00 61 83 —124 o —4.6 —d.4 £8 0 09 —0.6 00 00
0.0 00 61 a3 i o 08 A4 1.5 07 0.9 —0.6 0.0 00
0.0 0.0 L 2 % ¥ | = i = > _ i -
00 00 61 83 2.7 N 03 —44 1.5 07 09 —06 0.0 00
164 114 209 179  65.3 & 02 66 56 56 180 206 3.3 177
05 05 1579 1768 134.3 - 380 490 49 47 20 22 0.0 0.1
166 11.6 1788 1947  199.6 = 3892 556 [ M05N 03" 200 28 3.3 178
156 106 130 271 9.4 = 68 219 37 50 192 228 0.3 148
2 - 1394 1474 1651 = 277 303 0.5 06 02 03 - =
10 10 264 202 251 = 37 34 6.3 47 0.6 —0.3 3.0 3.0
166 11.6 1788 1947  199.6 ~ 382 556 105 103 200 228 33 178
73 83 121 402 = =l 93 237 39 39 68 79 6 15







The Market

SAS is a service company. Our job is to provide
customers with the service they want and are
willing to pay for. Our market consists of three
customer categories: business travelers, leisure
travelers and cargo shippers. These groups
place different demands on, and have varying
e}c ctations of, the services and products we
offer.

For the business traveler, travel is fre-
quently part of the job. Their travel is the best
way to create and maintain contacts, survey new
markets, pick up new business ideas and carry
out and finalize business deals. Their trips are
an investment in present and future business.

We believe that the business traveler places
highest priority on departure times, punctuality,

iciency and service. Service covers more than
just the journey—it includes booking, checking
in, waiting time, baggage handling, ground
transport, accommodation and related services
provided by the hotel. If each element functions
properly, ch businessman’s trip is greatly sim-
plified and his chances of getting a positive
result from his journey increase.

For the leisure traveler, travel is nearly al-
ways associated with recreation, an escape from
everyday life and a chance to see new places and

In contrast to business trips, vacations are

lanned far in advance and are seldom changed.
For the tourist, the price is a very important
factor in his decision to book a holiday.

Business travel usually follows general eco-
nomic trends. During recessions, the frequency
of travel declines and price sensitivity increases.

The pattern of leisure travel is somewhat
different. Demand often rises during recessions,
possibly because households reduce investments
in capital goods and spend their money instead
on leisure pursuits, with vacation travel an
important element.

Business and tourist travel patterns show
wide seasonal variations by month, week and
day. The businessman prefers to travel between
Monday and Friday while tourists plan their
excursions for weekends and holiday periods.

Naturally, destinations also vary by cus-
tomer category. On SAS’s domestic and inter-
Scandinavian services, business travelers account
for about 40 percent of passengers, the remain-
der being leisure travelers. On other European
routes, the breakdown is about 50-50, with a
slight edge for the business traveler category. On
intercontinental routes, 30 percent of passengers
are business travelers and the rest tourists.

The cargo market is very sensitive to gener-
al economic ﬁcvelopments and usually reflects
overall industrial trends. At the present time, air
cargo accounts for only one percent of the total
cargo volume on the world market and three
percent of total freight revenues.

Cargo services are a part of the customer’s
production resources, in the field of logai_fsties. Air
mrsoemaﬁ es as a competitive means of trans-
timate covering the cost of materials handling,
inventories and capital. Obviously, speed gives
air cargo a competitive edge.




Airline Industry Review

Until the early 1970s, the scheduled airlines ex-
panded at a steady pace. However, the oil crisis
of 1973 decisively transformed the earlier growth
pattern of the industrialized nations into stagna-
tion. The demand for air transport dropped
drastically, while the cost of fuel and capital in
foreign currencies climbed rapidly. The basic
conditions for the entire air transport industry
were changed.
The weak market quickly led to excess ca-

pacity. Since there is a long lead time for the

urchase of new aircraft, capacity continued to
increase, even though the market had started to
send new signals. Competition and lack of
growth produced a flurry of discounts. Despite
ambitious efforts to bridle the rapid cost escala-
tion, scheduled airline profitability deteriorated
drastically. In 1982, the total deficit of IATA
airlines was two billion U.S. dollars, equal to
five percent of total revenues.

“his trend continued during 1983. Airlines
adjust their resources and fixed costs
onnel and aircraft to-gie:’n ew envirg

AIR-POLITICAL AFFAIRS

In addition to external circumstances and the
commercial conditions created by the industry it-
self, airlines are also affected by government air
transport agreements and various national air
transport policies.

International scheduled air services are
based on bilateral agreements between countries.
These agreements specify which destinations the
airlines ma%ﬁervc and regulate the capacity they
may offer. These treaties also generally stipu-
late that timetables and tariffs must be approved
by the authorities in the countries involved.

In negotiating SAS’s traffic rights, the three
Scandinavian countries work together; improv-
ing SAS’s negotiating position.

The requirement in transport agreements

authorities
first be coordinat-
i IATA




There are an estimated 250 scheduled airlines in the

world. Most of those with international services are among
IATA’s 120 members. The largest IATA members, in terms
of passenger traffic, are United, American and PanAm. In
1983, SAS was ranked 17th.




Helicopter service between Kennedy Airport and down-
town New York is one element in SAS's improved service
to the business traveler.




Goals and Strategies

SAS’s mission is to provide the Scandinavian
countries with appropriate air transport and
other travel-related services. Its business is
required to be profitable, without subsidies for
operations and investments from the owner
countries.

After a careful analysis of the air transport
industry’s current development and the compa-
ny’s structure, SAS reformulated its objectives
and strategies for the company’s business orien-
tation and product development.

SAS’s financial goals reflect an effort to set
the stage for a strongly improved profitability
and financial position through a revised business
orientation. T%:i is necessary to ensure the com-
pany’s survival and facilitate the investments
needed to provide for a continued positive devel-
opment.

The formulation of goals is based on the
airline’s investment requirements to cover future
market demands. Within the SAS Group there
are a number of other areas which also show
promising development potential and invest-
ment requirements. It is intended that the profits
earned by the subsidiaries shall be used to
develop t¥|e1r respective areas.

SAS’s strategy is based on the concept of a
market-oriented service company. A keen appre-
ciation of market requirements s eate
the entire organization, and all resources shall be
concentrated on creating and marketing prod-
ucts that our customers are willing to pay for.

MAIN STRATEGY
THE BUSINESSMAN’S AIRLINE

Ta suteasil it on envivonment distimgiished

do not ¢

pany should market. Market studies by SAS re-
veal that business travelers ask for a substan-
tially larger number of services than airlines
normally offer; that is, more than the flight and
certain related activities such as checking in and
transport between terminals. An integrated
transport chain contains a large number of
other links, from the time the journey is booked
until the moment the traveler’s luggage is
unpacked in the hotel at his destination.

MARGINAL SALES

SAS’s main strategy is aimed at reaching the
highest possible number of full-fare passengers.

No matter how successful the main strategy
may be, there will always be surplus capacity.
These empty seats will be filled through active
marketing measures, thereby increasing SAS’s
total revenue.

Marginal sales are of great importance to
the airline. To maintain a traffic program which
satisfies the needs of the business traveler, resourc-
es must be set at a certain level. The business-
man’s travel pattern, with seasonal variations
and preferences on departure times and days,
automatically leads to excess aircraft capacity
and crews at other times. These surplus resourc-
es are utilized on charter flights and through
low-fare tickets on scheduled services departing
at times not favored by businessmen.

art from the inevitable excess capacity in
a traffic am, there is at present also surplus
capacity in the form of aircra?t-, maintenance
bases, etc. If the latter cannot be utilized to cover
their costs in full, they should be eliminated.
is includes a number of SAS aircraft.

Marginal sales should not be developed so

as to require extra resources. Consequently, SAS

has to govern the output so that low-fare tickets
ete with t of full-fare tickets




In this way, market service is improved
without SAS needing to commit its own resourc-
es unprofitably. An example of this approach is
that SAS is now working to build up its own ter-
minals at important traffic hubs in North
America and the Far East.

One of these traffic hubs is New York,
which SAS serves non-stop to and from Scandi-
navia. As a result of cooperation with several
U.S. airlines, SAS passengers have access to an
extensive U.S. domestic network, with coordi-
nated timetables and a service level similar to
that of SAS. The availability of efficient termi-
nals is an important element in this strategy.

SAS FLEET DEVELOPMENT

; A
ny non-stop

the present time, or are now on the drawing
board for delivery at the end of the 1980s, rep-
resent only a further development of already
existing airplanes. Compared to the aircraft
which are presently in service, their advanta-
ges are mainly in operating economy. It is
therefore important to emphasize that there
is no aircraft in service at the present time or
being designed which can or will provide
passengers with a better transport product in
terms of comfort, cabin atmosphere or safety
than, for example, the DC-9s which SAS
now operate.

SAS’s DC-9 fleet has no technical or eco-
nomic limitations to its use throughout the
1980s.

These basic facts mean that SAS has no
acute need to replace its DC-9 fleet. When fleet
renewal eventually takes place, it must be with
new aircraft which, a




An important part of the SAS strategy is to contribute to
the development of a new airliner which will emphasize
passenger convenience and comfort. In the meantime, the
SAS fleet is undergoing a total renovation that includes
new furnishings and a new exterior decor.




The SAS Organization

SAS has market-oriented its airline operations
to emphasize service and the customer and em-
ployee as individuals. Clear-cut goals and strate-
gies were developed for the entire Group and all
employees. All d];partment heads and the entire
personnel were informed about, and trained in,
SAS’s objectives. Goals and strategies, market
orientation, service, customers and colleagues
became the watchwords of the new approach.

To start with, the rest of the SA§ Group
was operated on its own, as before, so that man-
agement resources could be concentrated on re-
storing the airline’s profitability.

To emphasize and support the new ap-
proach, the airline was reorganized in the spring
of 1981, with new managers in many positions.
Five divisions were created, each with ind -
dent responsibility for its vital function wi:m
the airline. A data division was later added.

To develop and strengthen service capabili-
ties, which constitute an important part of SAS’s
Ii_r‘oducts, a new service unit was created, the

raffic Services Division. Within the divisions,
profit centers were established at various levels
to raise awareness of the sources of revenue and

expenses.

In t_h'i; qunemfl Divisi;:;,d which is rc»of
sponsible for the development and marketing
:.?:n'as_;spm't products, units were created based

constiute theairline’s

inte

The continued development of the SAS
Group has now called for additional organiza-
tional adjustments to stimulate and exploit the
competitive advantages inherent in a closer coor-
dination of the various other business activities
in the Group. SAS’s impact on the market can be
further strengthened by maximizing the potential
in cooperation between the airline and the subsi-
diaries.

SAS PHILOSOPHY

An important aspect of market orientation is the
emphasis on SAS as a service company. Since
SAS’s business philosophy is fundamentally based
on service, the airline’s activities naturally be-
come less technology-oriented. A high tech-
nological standard, which does not contribute to
increased safety, has a commercial value only if
it improves the content of the service the custom-
er demands. Sophisticated equi; t and tech-
nology should not become ends in themselves.
The decisive question is whether new technology
Eg‘o;ides something extra which motivates a
igher price or reduces expenses.

SAS has developed a philosophy to ensure

that the service concept is solidly accepted as an
rated part of the organization’s ap proach

and behavior. It is based on the conviction that
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If the front line is to function effectively, it
always needs the support of the rest of the organ-
ization. Each unit and every individual employee
have their own markets and customers whose
needs and expectations must be met. Whether
the customer is inside or outside SAS is irrele-
vant. All SAS personnel can grasp the opportuni-
ties implied in their individual freedom to act.
This will lead to greater satisfaction both for the
customer and for the employee, who will expe-
rience his efforts as being meaningful. This is de-
cisive for a philosophy and a perception of the
individual which puts the emphasis on people.

This new approach should encourage the
employees to take a fresh look at their jobs and
how they work. It simultaneously creates unfore-
seen possibilities and demands. The individual
must assume personal responsiblitity for his
role in the company’s operations and his efforts
to make those operations successful. If this in-
terplay between individuals is to be effective,
personal qualities such as honesty and openness
are as important as the formal competence and
know-how for each individual job.

To simplify and speed up the process of
change, an extensive training program is being
conducted in all levels of the organization. It is
aimed at increasing the level of knowledge in im-
portant areas such as management and result
control, and at boosting the level of motivation.
Substantial efforts are also being made to take
advantage of new business ideas and simplify
present job routines.

SAS management’s mission is to define the
external environment which influences the com-
pany’s development and clearly describe for the
personnel the Group’s business orientation. In
addition, management must create an environ-
ment which allows all employees to contribute to
the development of products and services which
Eﬂrovide the best value for money for customers,

th inside and outside the company. It s also
important that persons in managerial positions—
at all levels in the company—conduct activities
with a normative behavior, that is, reflect the
meaning of the SAS philosophy in their actions.

The SAS Ehilos_op‘hy-has now begun to cir-
culate on a wide front. It will probably take sev-
eral years before the corporate culture encompasses
and is accepted by, the entire organization.

L
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The principles behind the SAS philosophy
can also be appﬁed to the profit-oriented control
system which 1s part of the company’s decentrali-
zation process. The philosophy is based on the
assumption that profit responsiblity is equiva-
lent to business responsibility. Profit responsibil-
ity means responsibility, not only for a result
which constitutes the difference between reve-
nues and costs, but also for all those factors
which ensure a sound financial result even in the
longer run. This involves participating in the re-
sponsibility for investments in plants and equip-
ment, the company’s position and goodwill on
the market, and in relations with customers,
_;s;;ﬁpliers, authorities and other groups which
influence the Group’s future. It also means tak-
ing responsibility for the competence and

loyalty of personnel and ensuring that all busi-
ness potential, both large and small, is exploited
in day-to-day activities. Profit responsibility can
thergore -Onl}; be delegated if those who assume
it are prepared to accept this responsibility, and
to.-'-dispi'a% the competence to administrate and de-
velop it. Profit responsiblitity is not given; it is

.

SAS Group: Revenue by business area, 1982/83
Total: 15,972 MSEK

The Airline

Catering/
Restaurants

Other activities Hotel







The Airline

Airline operations are conducted within the

SAS Consortium and are organized into six divi-
sions. The Commercial Division is responsible
for the development, marketing and sale of prod-
ucts to passengers and the cargo market. The
functions of the other divisions are basically in
production and support, selling the various ele-
ments of the airline’s production to the Commer-
cial Division. In addition, they have substantial
external sales. The SAS Group’s management
belongs to the Consortium.

COMMERCIAL DIVISION

In 1982/83 Commercial Division sales amount-
ed to 11,145 MSEK, an increase of 25 percent
over the previous [inancial year. The major part
of the division’s sales consisted of external traffic
revenue which amounted to 10,463 MSEK
(8,442). The number of employees is 4,363,
mainly sales and other ground personnel in the
Scandinavian countries and abroad. The division
consists of five geographical route sectors, each
of which has total 'pm%t- responsibility for the
routes in its area, and a cargo sector which is re-
sponsible for all freight production.

Domestic Routes

services in Denmark,
Tn 1982/83, domestic _

ted for 16 percent of to-

In Norway, SAS shares domestic trunk-
route traffic with Braathens SAFE, on about a
60/40 ratio. SAS operates the trunk routes which
connect the southern and northern parts of the
country.

During 1983 a new traffic program was in-
troduced i northern Norway to provide more fre-
quent departures together with efficient feeder
services. SAS cooperates with Widerae’s Flyve-
selskap which leases aircraft and crews to SAS
for operation of the feeder services. This has
freed DC-9 capacity for more frequent depar-
tures on routes where there is heavier demand.

Norwegian domestic passenger traffic in-
creased by 18 percent in 1982/83. New dis-
counts and price differentiation resulted in the
number of low-fare passengers increasing at a
faster rate than full-fare passengers. Neverthe-
less, high capacity utilization i:ﬁ' to a satisfactory

: serves the routes linking
cn







European Routes
SAS currently flies between Scandinavia and 30
destinations in Europe. The market represents
8-10 million passengers annually, with SAS
commanding a share of just over 50 percent.

During 1982/83, overall market demand
remained at the same level as the previous year
in Europe, apart from certain variations on indi-
vidual routes.

SAS continued to improve its market
Posmon during 1983. Total passenger revenue

rom European traffic amounted to 4,216
MSEK, an increase of 31 percent compared to
1981/ 82. Thus, the European network ac-
counted for 40 percent of the airline’s total traf-
fic revenue. The result reflected continued im-
provement.

In 1981 SAS introduced EuroClass, which
was an immediate success. Since then, the num-
ber of full-fare passengers has continued to
increase, yielding higher revenue per flight.

SAS’s progress has forced many competing
airlines to improve their products and service levels
to stay competitive. This has led to an overall
.;mpmvement in the standards of airline pas-

service in Europe

The fact that SAS s mmgcutors are trying
m:create s:rmlar pmducts and services calls for

.essandpiam_:mgm-thc de-

and fur-

SAS’s airport services are continually im-
proving. The airline now has its own ticket offices
at all western European airports and has its
own organization to take care of passengers at
most stations.

During the spring of 1984 the first Scano-
rama lounges outside Scandinavia will be
opened in London and Dusseldorf. SAS is also
increasing its service personnel at European air-
ports.

Intercontinental Routes

While European markets have been relatively
stable, turbulence has increased on intercon-
tinental routes. Competition in fares and product

quality has been severe on all 12 routes operated
by SAS to North and South America, the Far
East and Africa. Intercontinental nger
traffic accounted for 2,803 MSEK or 27 percent
of airline traffic revenue. The result improved
considerably during the year, but is still at a
clearly unsatisfactory level.

The most important product introduction
during the year was First Business Class, corre-
sponding to EuroClass, on intercontinental
routes. First Business Class was also an immedi-
ate success. Full-fare sales rose and the cabin
space used for First Business Class seating has
been continually expanded.

/ € major intercontinental

erated SAS as hav-




In Southeast Asia, SAS has a competitive,
daily non-stop service to Bangkok in cooperation
with Thai International. The cooperation gives
travelers access to timetable-coordinated, one-
stop connections to all of Asia and Australia.

Southeast Asia is the only part of the world
where airline traffic shows a good growth trend.
At the same time, competition is intense, particu-
larly since many of the national airlines are still
in their early stages of development. European
cost levels are clearly disadvantageous on these
routes. Even so, SAS shows a clearly improved
result. The strong increase in commerce with the
nations of Southeast Asia means that, for the
present, all airlines servin%lthc area, including
those losing money, have chosen to stay on in ex-

ectation o% better times. SAS currently offers
our departures a week to Tokyo, including a
newly-opened route over Siberia via Moscow.

Services to Africa, the Middle East and the
Far East are too limited to produce satisfactory
profitability. Development of these routes will in-
clude a study of appropriate traffic hubs and
cooperation with other airlines in order to im-
prove service and profitability.

_ Air Cargo
A5 tontmare ainly oo for fhe pone

mark ."'s ne_cds in sch and deém__-

In Europe, the cargo share of airline traffic
revenue is relatively small. This is mainly be-
cause surface transportation by road, rail and sea
is very competitive to the major Nordic markets,
Britain and West Germany. The increase in
non-stop passengers flights with short turn-
around times is a disadvantage for cargo, where
longer handling times are required.

Air cargo is more competitive on longer in-
tercontinental routes. During 1983, air cargo
traffic on the world market increased 20 percent
in volume while other forms of transportation
were practically at a standstill. However, air
cargo’s share of the total world market is still
very small.

SAS has two all-cargo DC-9s and three
leased all-cargo Electras, which are about the
same size. These are used exclusively for car,
transportation, partly within Europe, ?a;n.ly' or
feeder services delivering cargo to and from in-
tercontinental flights.

TRAFFIC SERVICES DIVISION

The Traffic Services Division is responsible for
the lit:in-’.s share of SAS’s customer service prog-
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Class on intercontinental routes, with better
quality food and wine, the introduction of porce-
lain tableware, and larger, more comfortable
seats. First Class service improved markedly to-
wards the end of this stagc of development, which
was topped off with SAS’s new corporate iden-
tity program.

Transport to and from airports was facili-
tated by the introduction of the SAS Limousine
Service in Stockholm, Gothenburg, Malmé,
Amsterdam and New York. Several other cities
are under consideration for limousine service.

SAS’s ability to maintain a standard of air-
port services corresponding to customers expec-
tations is to a large extent influenced by the civil
aviation authorities in the respective countries.
In the Scandinavian countries, airports are
owned by the civil aviation authontim, who are
responsible for their design and operation. The
Traffic Services Division is working together
with the authorities to eliminate value-added
t :Scanﬂmavmn airports. This will reduce

rices to the levels of most competing air-

OPERATIONS DIVISION

The Operations Division is responsible for the
crews on all SAS flights. The division has 3,756
employees, including 1,183 pilots and 2,150
cabin attendants. The division’s sales within
SAS were 1,356 MSEK in 1982/83. In ad-
dition, there were external sales of pilot and
cabin attendant services, route documentation,
flight dispatch and training totaling 24 MSEK.
The division is responsible for all SAS ﬂights
being operated according to authorities’ regula-
tions, with the greatest degree of safety and with
the stl ulated punctuality.

Flight crews are based at Kastrup, Fornebu
and Arlanda. Since a relatively large number of
SAS flights originate in Copenhagen, personnel
must be flown gom the other bases to Kastrup as
part of their duty hours.

The division sells classroom and simulator
training to other airlines on a large scale. SAS
will be responsible for training pilots who will fly
Saab-Fairchild’s new commuter airliner. Train-
ing starts with the first deliveries.

TECHNICAL DIVISION

is responsible for the
the SAS fleet at
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tomers, but a certain reapportionment of main-
tenance work to other bases cannot be excluded.
Since Linjeflyg moved its base of operations to
Arlanda in the autumn of 1983, opportunities to
coordinate SAS’s and Linjeflyg’s technical re-
sources, resulting in increased utilization of the
Arlanda base.

Technical and safety matters have always
been given highest priority at SAS and the air-
line has a good market reputation in this respect.
Together, maintenance costs account for around
12 percent of SAS’s total operating expenses.
The average level for IATA member airlines is
10-14 percent, indicating that SAS is at a reason-
able level. Rationalization makes more efficent
maintenance possible without jeopardizing
safety.

ADMINISTRATIVE SERVICES
DIVISION

The Administrative Services Division sells ac-
counting, personnel and payroll administration,
security and building maintenance and manage-

ment, mclu(h ng equipment, furniture and office
i 1e division is also responsible for a
e part d SAS’s cument management and
sonnel ¢

DATA SERVICES DIVISION

SAS Data was organized as the sixth division of
the airline during 1982 /83. The division is re-
sponsible for the planning, programming, oper-
ation and maintenance of SAS’s central data
processing systems for the airline. Its customers
are the otier divisions, other SAS companies and
other airlines.

SAS Data’s sales for 1982/83 totaled 386
MSEK, including 35 MSEK from the outside.
The division has 563 employees, about half of
whom are involved in the operation of SAS’s
large central computer station in Copenhagen.

Many systems are basic to the routine opera-
tions of the airline. These include, among others,
passenger systems which control reservations,
check-in, seating and traffic accounting. All SAS
ticket offices around the world are linked to the
system, as well as most international travel
agents. During the high season, over two million
transactions per day are handled by the passen-
ger systems.

Other systems are used for routine main-
tenance planning for engines and other aircraft
components, as well as the handling of spare
parts.

_ During the year, SAS Data continued to
adjust its services and practices to the require-
ments of its customers, thereby becoming more
market-oriented. An important element is to in-
crease access to SAS’s lar, e data bases. This al-

ata processing practices to
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SAS Hotels

During the year, hotel operations were
established as a separate division of the SAS
Group.

SAS has 21 hotels, either owned or operat-
ed under management contracts. The majority
are in Scandinavia at locations where SAS has
substantial traffic. All are marketed under the
SAS Hotels name.

Revenue increased by 221 MSEK, or 43

ent, over the previous financial year. The
SAS Hotel Scandinavia in Copenhagen, which
became a subsidiary during the year, accounted
for 78 MSEK of the increase. The number of
em&aloyecs., including those in hotels operated
under management contracts, is 2,991.

The demand for hotel rooms at key SAS lo-
cations varied during the year. In northern Nor-

‘market continued to be weak and several
’s smaller hotels had poor occupancy
. Demand significantly exceeded supply in
ere SAS Hotels recorded a positive







Catering and Restaurants

The business area includes the Catering, Res-
taurants and Offshore Industrial Services divi-
sions of SAS Catering.

SAS operates flight kitchens and restau-
rants in more than 100 locations in 11 countries
and has, in addition, extensive business in Saudi
Arabia.

Revenue rose by 452 MSEK and the profit
by 30 MSEK over t{c previous financial year.

SAS Catering operates 15 flight kitchens in
10 countries, and is responsible for the purchase,
storing and distribution of duty-free goods at all
Scandinavian airports except Copenhagen. SAS
is the largest airline customer, with a 45 percent
share of total flight kitchen sales.

SAS Catering has developed systems and
methods for the efficient operation of flight
kitchens. As a result, SAS Catering is expanding
its operation of flight kitchens for other airlines.
Since 1982, for example, SAS Catering has
been managing the British Airways flight
kitchen at London’s Heathrow Airport. The out-
look is optimistic for Royal Orchid Catering, a
new flight kitchen chain in the Far East to ge
operated by SAS Catering and Thai Internatio-
nal. A contract has also been signed to establish
and manage a second flight kitchen in Saudi
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The Leisure Sector

The business area includes SAS inclusive tour
and charter operations in the tourist market,
offering travelers reasonably priced hol1days
Charter flights play an important role in SAS’s
marginal strategy and contribute significantly to
overall airline results.

In addition to Vingresor and Scanair, the
business area also includes Scandinavian Air
Tour Productions AB (Globetrotter), which was
recently renamed SAS Tours AB.

VINGRESOR

Vingresor is Sweden’s largest operator of inclu-

sive tours, with 31 percent of the market in

1982/83. The comEany also has substantial busi-

ness in Norway, where its market share is 26
cent.

A total of 392,000 vacationers traveled with
Vingresor in 1982 / 83, including 110,000 from
Norway, an increase of 35 percent. The total
market in Sweden declined 19 percent, to
87’7 ,000 inclusive tours sold, while the total

an market rose by 17 percent to
431 ()Oeg1
Vmgresor s sales were 1,145 MSEK com-
pared-!:o 1,069- MSEK in t}tc previous finanmal

ul in the history of _
: dechne in demnd

Quality, company image and tour pro-
grams are important factors in the vacationer’s
choice of a tour operator. Price is, however, the
most important competitive factor. To be price-
competitive means being highly cost-efficient,

which in turn re uires large volume, long pro-
duction series, efficient purchasing, high preci-
sion and low marketing costs. Vingresor sells
exclusively through its own agencies or by mail
order, which means considerably lower costs
comparcd to competitors who use agents.

In an effort to achieve a cabin factor over 99
percent, and to distribute demand evenly among
the seasons, points of departure and destinations,

n r ha: ‘highly differentiated




SCANAIR

Scanair is a sister consortium of SAS, with the
same ownership structure as the airline itself. It
was formed in 1961 to operate charter flights
from and to the Scandinavian countries. It has
300 employees. Scanair is not included in SAS’s
accounts and is therefore not included in the
above summary.

Revenue during the year was 858 MSEK
(756) an increase of 13 percent. Income before
allocations and taxes rose from 25 MSEK to 33
MSEK. During the year, 1,066,000 passengers
flew with Scanair, compared to 1,111,000 in
1981/82.

p harter airlines operate in a considerably
freer market than scheduled airlines, but there
are rules limiting their opportunities to compete
directly with the latter. These regulations are set
by the civil aviation authorities in each country.

Charter airlines sell their services to inclu-
sive tour operators which are responsible for
utilizing the aircraft capacity. The charter air-
lines, therefore, take a limited short-term risk.
In a long run, however, the development of
charter airlines depends on thwagﬂlty to sign
long-term contracts with tour operators whose
stable position in the market are the result of
attractive tour programs and sound financ

Scanair still has only a modest share of the mar-
ket. Scanair is one of Scandinavia’s two largest
charter companies. The main competitors are
Sterling Airways in Denmark and Braathens
SAFE in Norway. Both have ownership inter-
ests in inclusive tour operators.

Scanair’s improvement over the previous
year’s good result, despite the weak market, was
due to efficent use of its aircraft fleet in a flexible
program adjusted to customer needs. Scanair has
some 15 regular tour-operator customers, with
five accounting for 80 percent of production.
The combination of large and small customers
means that Scanair can quickly adjust its own
program to market changes and achieve the best
possible utilization of resources.

When vacationers select inclusive tours,

price is still the overriding deciding factor. It is

very likely that the tour operators’ choice of char-
ter airline will play an increasing role as a
means of competition. Scanair, therefore, must
continually improve its product program and
service to vacation travelers. Scanair, like SAS, is
making a strong effort to improve punctuality.
Other important ingredients in its service pro-
wm are the selection of duty-free goods on

d, better in-flight food and entertainment,
check-in procedures, ground services and more.

During the year, Scanair operated three










Other Businesses

Other SAS businesses include the subsidiaries
Nyman & Schultz Business Travel Agency in
Sweden (wholly-owned), Dansk Rejsebureau in
Denmark (50 percent), and the wholly-owned
freight forwarding company Olson & Wright.
In addition, the SAS Consortium and its subsi-
diaries are part-owners in several affiliated com-
panies not consolidated in the SAS Group.

NYMAN & SCHULTZ

Nyman & Schultz is Sweden’s oldest travel
agency and one of the largest in the country.
Sales in 1982/83 totaled 1,205 MSEK, 16
percent over the previous financial year. Operat-
ing revenue, mainly commissions and sales of
travel arranged by Nyman & Schultz itself, to-
taled 281 MgSEK (237). Income before allo-
cations and taxes amounted to 7 MSEK (8).
Nyman & Schultz has specialized in travel

services to Swedish business and industry. It em-
hasizes this specialty by marketing itself as
Nyman & Schultz Affarsresebyra (Nyman &

Schultz Business Travel Agency). Around 90
percent of tss_lz_/s-s;-.sglg_s_, 1,097 MSEK, were to

During 1982/83, business travel was
affected by the devaluation of the Swedish krona.
At the start, there was a marked decline in de-
mand as a result of price increases of 15-20 per-
cent. After six months, a gradual upturn started
and the market for business travel has now stabi-
lized at the level £_revailing before the deval-

uation. Nyman & Schultz estimates that 1982/
83 income was 1.5 MSEK to 2 MSEK lower
because of the devaluation, even though the

agency improved its market share in the sale of
air travel.
The improved co: itive strength of

Swedish companies will lead to growth in the
business travel market and Nyman & Schultz is
projecting improved profits in 1983/84.




shipping agency work including insurance. In
addition, Olson & Wright is the agent for a
number of shipyards and salvage companies, in-
cluding the world’s largest salvage company,
Smit of the Netherlands.

The third area of operations includes road
and rail shipments, container services, and all
import- and exported-related services. For these
services, Olson & Wright has offices in Malma,
Helsingborg, GothcnbUrg,a]tinkﬁpin :
Norrkoping, Stockholm an Sundsva?l. Aside
from pure transport and freight forwarding serv-
ices, Olson & Wright offers long-term ware-
housing, including inventory accounting and
packing. _

Olson & Wright differs from other freight
forwarders by specializing in the international
transport of goods, and in the broad scope of serv-
ices it provides. The company has a leading
position in the Swedish air cargo market.
~ Service is the most important competitive
tool. Wﬁhefﬁucnl;?stcms, including cargo con-

bination of different routes and modes of trans-
portation, service can be adapted to the needs of
each individual customer. New products are
constantly developed within this framework.

A very important phase in the subsidiary’s
on-going rationalization is its transition to in-
tegrated, data-based systems. These will improve
customer service and increase productivity. The
introduction of these data processing systems in-
volves, for the lpresent, high costs for comprehen-
sive training of almost all personnel.

Olson & Wright’s total revenue amounted
to 1,337 MSEK (1,096) in 1982/83, an increase
of 22 percent over last year. After deducting im-
port fees and forwarding charges, revenue was
161 MSEK (96). '
~ During the year, the Swedish government
tightened the deadlines for the payment of im-

ort fees. This very significantly affected the cash
ow of f“"g‘“ forwarding companies and redu-
ced Olson & Wright’s interest revenue by
around 3 MSEK.

y's income before allocations
and taxes was 9 MSEK (11).






SAS Group Organization

Scanair (Independent consortium)
Bengt Higglund

SAS Tours

Hans Dirtoft (acting)

Poul Erik Hansen

(from December 1, 1983)

Other Businesses
Nyman & Schultz
Bo Krantz

Olson & Wright
Olof Bergens




Addresses

SAS HEAD OFFICE
Ulvsundavigen 193, S-16187 Stockholm-Bromma, Sweden
Telephone: 46-8-780 10 00

SAS DENMARK
Hedegardsvej 88, DK-2300 Copenhagen S, Denmark
Telephone: 45-1-50 91 11

SAS NORWAY
N-1330 Oslo Airport, Norway
Telephone: 47-2-59 60 50

SAS SWEDEN
Kvarnbacksvigen 30, S-16188 Stockholm-Bromma, Sweden
Telephone: 46-8-780 10 00

The public telex number for SAS Head Office and the Regional Offices in Scandinavia is 22263, SASXTDK, Denmark

SUBSIDIARIES AFFILIATED COMPANIES
SAS Catering & Hotels SAS TOURS Scanair
~ Kristen Bernikows Gade 1 Billstavigen 6 P.O. Box 10026
DE-1105 Copenbisgen K, Densiark $-16171 Stockholm-Bromma, Sweden §-16110 Stockolm-Bromma, Sweden
Telephone: 45-1-14 55 14 Telephone: 46-8-780 10 00 Telephone: 46-8-780 10 00

Vingresor AB SAS-Invest A/S

_ Sm,gmzm-, (SAS Royal Hotel)
10520 Stockholm, Sweden ~ Hammerichsgade 1 _
1e: 46-8-22 23 60 DK-1611 Copenhagen V, Denmark

one: 45-1-14 1412




“Everyone, customer and employee alike, wants
to be—and should be—treated like an individual.
SAS equates good service with living up to

the individual customer’s or employee’s needs
and expectations at any given time.”

JAN CARLZON, PRESIDENT AND CHIEF EXECUTIVE OFFICER, SAS
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