


SKANSKA ANNUAL REPORT 1998

The big challenge facing Skanska is to improve the
living environment of future generations by building
good homes, workplaces and infrastructure. To
provide value-added and improve the conditions
under which we live, work, travel and meet. To care
about people and be part of their everyday lives.
Both when they are sericus and at play. Whether
they are big or small.
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THE YEAR IN BRIEF

Order bookings rose by 86 percent to SEK 80,150 M (68,950)
Operating income rose to SEK 4,376 M (796)

Income after financial items totaled SEK 4,825 M (10,112)
Net profit per share amounted to SEK 24.40 (59.40)

The distribution of Drott meant that a property portfolio with
a book value of SEK 5 billion and an estimated market value
of SEK 10 billion was transferred to Skanska's shareholders

Proposed regular dividend of SEK 12.00 (11.00) per share

FINANCIAL HIGHLIGHTS 1998 19971
Net sales, SEK M 63,935 49577
of which, Sweden, % 32 38
Operating income, SEK M 4,376 796
Net profit for the year, SEK M 2,782 7126
Return on capital employed, % 270 543
Return on equity, % 220 64.4
Net profit per share, SEK 24.40 59.40
Dividend per share, SEK 12.002 11.00

1) Pro forma: comparative figures adjusted to reflect the distribution of Drott and the

reclassification of JM to an associated company.
2 Proposed by the Board of Directors.






\ The Skanska Group is firmly committed to its vision of becoming a world
leader — the client's first choice = in construction-related services and
project development. Skanska shall be a competent and competitive
partner during all stages of a project’s life cycle, while expanding its
local and international market presence. In light of this, the Group's

performance during 1998, and'in the early months of 1999, was positive.
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Skanska carefully restored the historically valuable
Holbergsgade property in Copenhagen, Denmark. This
prize-winning project attracted extensive publicity and
recognition. '

COMMENTS BY THE PRESIDENT AND CEO
MAKING SKANSKA A WORLD LEADER

GROWTH
The Skanska Group’s rapid growth is con-
tinuing.

During 1998, net sales rose by 29 percent
to SEK 64 billion. On average, they have
risen by around 19 percent annually over the
past five years. Organic growth accounts for
most of the increase, while the effect of ac-
quisitions, which are an important element
of Skanska’s strategy, obviously also con-
tribute strongly.

It is thus fair to say that Skanska is a
growth company.

In recent years, most of our growth has
been related to directly negotiated contracts,

“which is the normal form of contract in our

American building construction operations
as well as in project development work and
project contracts in fields where we have long
experience and special competence. Today
about 70 percent of our order backlog con-
sists of this type of assignments. For this
reason, in my judgment the risk exposure in
our existing order backlog is limited.

INTERNATIONALIZATION
Internationalization has been an indispen-
sable element of Skanska’s growth in recent
years. Meanwhile, being less dependent on
individual markets helps reduce the risks in
our operations as a whole. Five years ago,
markets outside Sweden accounted for 34
percent of our sales. In 1998, the figure was
68 percent and more than 70 percent of our
order bookings came from markets outside
Sweden,

In other words, our deliberate effort to
broaden Skanska’s geographic market base
is yielding results.

EARNINGS AND PROFITABILITY
Growth is important, both to meet the
sharcholders’ need for a return on their in-
vestment and to enable our employees to

hone their skills through new assignments.
However, growth must not be generated at
the expense of lower profitability — whether
it concerns new projects and contracts in
Skanska’s existing operations or acquisitions.

During 1998, the overall trend of earnings
in our business operations was positive, Con-
struction service-producing units improved
their total operating margins. In project
development and property management,
where changes in the portfolio make it diffi-
cult to compare periods, the underlying
trend was also positive.

Adjusted for capital gains from share
divestments and for items affecting com-
parability, the Group’s return on capital
employed was more than 18 percent, a level
that I consider satisfactory.

PROJECT DEVELOPMENT

Good demand for office and other commer-
cial space in the major metropolitan regions
of Sweden and abroad that we focus on
created favorable conditions for the devel-
opment of new projects during 1998.

It is, of course, also a matter of continu-
ally divesting completed projects and there-
by constantly reaping our accrued develop-
ment gains. In this respect, too, the level of
activity has been very high in recent years.
During the period 1996-1998, we sold SEK
7 billion worth of fully developed investment
properties, realizing capital gains totaling
more than SEK 2 billion.

Over the same three years, we invested
nearly SEK 4 billion in new projects of a
similar kind. We currently have a number
of such projects under construction, both
in Sweden and abroad. Qur total investment
in these projects will be about SEK 3 billion.
With projected yields on book value of
more than 9 percent, [ believe there is very
good potential profitability in these projects.

the composite photo behind Mr. Bjérk are three examples of projects that Skanska has built:
€ new headquarters of NationsBank in Charlotte, North Caroling, U.S.A: Media House in Copenhagen,
enmark; and the High Coast Bridge over Angermanilven, a river in northern Sweden,

THE VALUE CHAIN

Skanska’s mission is to provide functional,
attractive and cost-effective solutions based
on the collective competence of the Group
in all phases of the construction process. We
usually speak of the value chain in the con-
struction process. In this respect, Skanska is
in a leading position today. There are, how-
ever, fields where our business operations
have not yet had time to develop but which
are of interest to the continued growth of
the Group. To enter these fields, as well as
expand into new geographic markets, we
will need to acquire companies. These are
among the investments for which we will
use the funds we are freeing up through the
divestment of non-core assets.

DIVESTING NON-CORE ASSETS
During 1998 we sold the Group’s remaining
shares in Sandvik, the Swedish-based metals
company, as well as the Group’s timberland
assets and related businesses. Now only two
shareholdings of significance remain on the
phase-out list that we established a year ago
— our shareholdings in Scancem and in the
Swedish-based bearings group SKE

SCANCEM
As for Scancem, the well-publicized case
before the European Commission made it
impossible for us to divest our shareholding in
the company during 1998. The Commission
questioned both Scancem’s position in the
Nordic cement market and Skanska’s owner-
ship role in Scancem from a competition
point of view,

Scancem was established in 1995 through

- a merger of the cement operations of the

Swedish-based Euroc and the Norwegian-
based Aker industrial groups. For various
reasons, this transaction was not formally
submitted to the Commission for approval.
In retrospect, this was clearly unfortunate.



After a complicated process, Skanska
reached a settlement with the Commission
in November 1998. Our decision to seck a
settlement, rather than to begin a long,
drawn-out legal process with an uncertain
outcome, was fundamentally based on two
decisive factors — to secure the legality of
Scancem and to avoid a decline in the value
of this company. Together with the other
principal owner of Scancem - Aker RGI -
we have now begun a process of phasing
out our respective shareholdings in Scancem.
In doing so, we will also take steps to ensure
that the other shareholders in Scancem are
offered the opportunity to sell their shares
in the company on the same terms. We expect
to be able to complete this process with
good results.

COMPONENT COMPANIES

There are very large growth prospects in
our core business of construction-related
services and project development. They will
require full management focus to be realized.
The Board has therefore decided in principle
to start a process to divest our interests in
the building component companies that are
part of Skanska Europe. In recent years, these
companies have undergone restructuring.
Today they are well positioned in their re-
spective industries. In a structured process,
we intend to find new owners for these
companies over the next few years.

DISTRIBUTION OF DROTT

The distribution to our shareholders of the
subsidiary Drott, including properties with
an estimated market value of SEK 10 billion,
was implemented as planned in September
1998. Together with the share redemption
that Skanska carried out in 1997, about
SEK 15 billion was thus transferred to
Skanska’s shareholders in various forms
during 1997 and 1998, not counting regular
dividends.

SKANSKA'S STAKE IN IM

During 1998, we evaluated our stake in JM.
As a result of this process, we decided to
remain the principal shareholder in this
company. Our decision was based on the
fact that the operations of Skanska and JM
are very closely related and our assessment
that the value of our investment in JM has
the potential for positive growth. At the

same time, there has been a need to more
clearly emphasize JM’s position as an inde-
pendent company. We achieved this by
reclassifying some of our Series A shares in
JM to Series B shares, after which JM is no
longer a subsidiary of Skanska.

STRONGER POSITION IN SWEDEN
Construction investments in Sweden rose
during 1998, but it is apparent that this
growth is strongly concentrated in the three
largest metropolitan regions and certain
other cities.

The organizational changes we have
implemented in Skanska Sweden should be
seen against this backdrop. With an increased
focus on growth regions and greater invest-
ments in building rights for future project
development, in my judgment we are well
positioned for good growth and improved
profitability in our Swedish operations.

ORGANIZATION AND EMPLOYEES
Our markets and the prospects for the
Group’s various business operations are
constantly changing. To hold our own in
the competition, we not only need to be
sensitive to changes in the world around us,
but also flexible and open to adjustments in
our own organization.

Our new organizational structure, with
four geographic and product-focused busi-
ness areas, was put in place last year and is
working well. Restructuring measures have
also been implemented within each business
area.

I know that this process of change, as
well as the strong media interest that Skanska
attracted in Sweden during 1998, placed
heavy demands on both our organization
and individual employees. I want to thank
everyone at Skanska for their outstanding
contributions and the loyalty they showed
during 1998.

ENVIRONMENTAL GOALS

The clean-up work following the toxic leak
at the Halland Ridge project in the autumn
of 1997 progressed as planned during 1998.
In the opinion of outside experts monitoring
the project, it has been successful. This acci-
dent provided an important signal about the
need to strengthen the environmental exper-
tise of the Group. We are sticking to our
goal of introducing environmental manage-

Skanska recently constructed an office building in Oslo for the Norwegian insuran
company Uni Storebrand. Careful selection of materials and technical syste
created an aesthetically attractive, pleasant workplace with high environmental qual

ment systems in all Group operations before
the end of 1999 and obtaining environ-
mental certification of all units by the year
2000. The task of realizing these goals has
high priority.

CHANGES OF OWNERSHIP

Last autumn, the investment company
Industrivirden and the home furnishings
company Inter IKEA acquired all of Custos’
shares in Skanska and thus became the
largest and second-largest shareholders in
Skanska, respectively, in terms of voting
power. In my judgment, we now have the
stability and long-term perspective in our
ownership structure that we need for the
continued implementation of our strategy,
which our principal owners as well as the
Board of Directors fully support.

FUTURE PROSPECTS

Our order backlog totaled more than SEK
68 billion at the close of 1998, and order
bookings during the first months of 1999
have been good. We also have a number of
attractive development projects in our plan-
ning portfolio.

Given a visible equity/assets ratio of nearly
31 percent, net indebtedness of less than
SEK 2 billion and with surplus value in both
our property portfolio and our remaining
stock portfolio, the Group still has a very
strong financial base for the further develop-
ment of its core businesses.

Early in 1999, we expanded our interna-
tional market base further through the on-
going acquisitions of Karl Steiner, leading
builder and project developer in Switzerland
with operations also in France and in the
Middle and Far East, and of SADE, a leading
construction services company based in
Argentina with operations in several Latin
American countries.

To summarize, I therefore have a very
positive view of Skanska’s growth potential
during 1999 and the next few years.

CLAES BJORK
President and Chief Executive Officer

|
|







Skanska's core operations are in the fields of construction-related ser-

vices and project development. Based on client and end user require-

ments in terms of function, efficiency and aesthetics, and by deploying

the Group's collective competence, Skanska's mission is to offer sophis-

ticated services in all stages of the construction process as well as

during the entire service life of a structure.

MISSION,

GOAL AND FOCUS OF OPERATIONS
Skanska’s goal is to be a world leader — the
first choice of clients — in the fields of con-
struction-related services and project devel-
opment. Skanska shall plan and build func-
tionally, efficiently and appealingly designed
projects on behalf of its clients and for the
benefit of end users.

FINANCIAL TARGETS

Skanska’s targets are an annual growth in
net sales and operating income averaging

12 percent over time and an average annual
return on adjusted shareholders’ equity of
15 percent over an economic cycle. Its interest
cover ratio shall always be at least four.

THE VALUE CHAIN

Based on its market know-how, technical
expertise and financial resources, the Skanska
Group can successfully operate throughout
the value chain of the construction process,
which includes all activities during the entire
life cycle of a structure. Skanska not only
takes responsibility for the actual construction
phase, but increasingly often also assumes
responsible for the concept and planning
phase of a project and for management and
further development after completion.

To a growing extent, clients are prioritiz-
ing functionality, flexibility, aesthetic aspects
and an environmental life cycle approach
when they make financial assessments. This
increases the potential for Skanska to let
clients benefit from its expertise from the con-
ceptual stage of a structure to its service life.

GROWTH STRATEGY
Skanska’s growth strategy is to continue its
internationalization and to provide services
throughout the value chain.

North American operations will continue
to expand both by means of organic growth
and acquisitions. In Latin America, too,

GOALS
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there are markets of potential interest.

In the Swedish market, Skanska is focusing
its resources and marketing efforts on those
markets and regions with the strongest growth
opportunities.

Elsewhere in Europe, Skanska is continu-
ing the task of strengthening its position in
Finland and Denmark while also becoming
a leading local player in new markets with
growth potential. An examples of the latter
is Skanska’s expansion in Central European
markets over the past few years.

ACQUISITIONS OPEN UP

GROWTH POTENTIAL

In recent years, Skanska has acquired a
number of construction companies in differ-
ent countries. Essential criteria for such ac-
quisition decisions are that the company has
good management and a strong position in
its market, as well as growth potential in
the organization and its operations. Backed
both by Skanska’s financial resources and the
collective competence of the Group in other
respects, acquired companies have normally
been able to substantially accelerate their
growth and increase their profitability. The
numerous acquisitions by Skanska USA are
good examples of the application of this
strategy.

FOCUS ON CLIENT BENEFIT

One important element of Skanska’s strategy
is an increased emphasis on client benefit in
its various contracts. This means that in close
dialogue with clients, while focusing on the
needs of end users, Skanska can propose
various solutions in which functional, en-
vironmental and aesthetic aspects are weighed
together with more traditional construction
engineering and financial factors. In its
dialogue with the client, Skanska can also
explain the impact that various solutions
would have in the short and long term.

RATEGY

CLIENTS AND MARKET TRENDS
Looking at building construction in the
broad sense, Skanska’s clients are primarily
in the private business sector — especially
companies engaged in manufacturing and
services, commerce, distribution and real
estate. Skanska’s contracts for the public sector
consist primarily of buildings for medical
care, education and administration,

In the civil construction field, public-sector
assignments predominate, although there is
a growing interest in and supply of infra-
structure projects with private financing,

One consistent characteristic of Skanska’s
markets is that clients are placing a growing
emphasis on environmental and societal
issues in a broad sense. Projects are not
viewed as isolated phenomena but are also
assessed in terms of how they blend in and
influence their surroundings. This places
greater demands on Skanska in the develop-
ment and implementation of new projects.
At the same time, it opens up new business
opportunities in which Skanska offers a broad
base of expertise, experience and resources.

Another phenomenon of emerging im-
portance is a growing interest in creating
new mechanisms of collaboration that alter
the traditional role allocation between client
and contractor. This applies both to financing
issues and the responsibility for a project’s
design, implementation and use. This trend,
which fits in well with Skanska’s emphasis
on the entire value chain, is especially appar-
ent in the United States and is also becoming
more common in Europe.

COMMUNICATIONS
Openness, speed, good planning, reliability
and ethics shall characterize Skanska’s internal
and external communications.

Good communications shall be an indis-
pensable element of the Skanska brand
name, Managers in different positions are



THE VALUE CHAIN

Skanska's business units work primarily in the construction and service life phases of projects. This means that

Skanska develops and builds projects, provides maintenance and other services, sells building components and

leases out commercial space and other buildings. To ensure that it has the expertise required to perform these

business roles, Skanska invests in a knowledge of three phases: Concept/planning, construction and service

life. Skanska's know-how and experience of the entire life cycle of a structure increases its ability to respond

in the best way to customer needs in all the practical business roles that the Group's units perform.

CONCEPT AND PLANNING

*Flexibility was a key word for us throughout the
planning stage, Our whole working method is flexible,
with continuously new constellations of employees
and teams. Our premises have to fit that working
method?

Freddy Rohde-Nielsen, who served as Nokia's
project manager, is very pleased with the new building
that Skanska Real Estate Stockholm built for the
Swedish subsidiary of the Finnish-based telecom-
munications group in Kista outside central Stock-
holm. Nokia has leased the building from Skanska
for the next ten years.

*At Nokia, we had ideas. The architects and interior
designers had ideas. Skanska had ideas too, but
they were also good at listening and transforming
everyone's ideas into practical plans — as well as at
stopping excessively unrealistic proposals in time. In
this way, they were a very goad, important partner
even in the planning stage.

*Considering that construction was going to take
place at record speed — eight months — it was also
very important for it to be 'right the first time} Mr.
Rohde-Nielson emphasized. Now that the building is
completed and the company has moved in, he adds
that Nokia got what it wanted - a flexible and
pleasant office building.

‘It turned out right! Not only the initial process
but also the final product”

CONSTRUCTION

*We stayed within budget, it was finished earlier
than planned and the quality was what we expect-
ed! This is how Nancy Win-Alderson summarizes
her assessment of how Skanska Sordoni performed
a key construction project for Pfizer, a large, well-
known American pharmaceuticals company. An
existing research and laboratory building had to

be renovated and extended — literally from top to
bottom.

“The schedule was tight and the budget was
limited. Meanwhile, as always in the pharmaceuticals
industry, the quality requirements were tough
and demanding;’ continues Ms. Win-Alderson, top
manager of the project tor Pfizer.

*We got what we asked for. The team from
Sordoni Skanska was always available and gave us
100 percent — they were fast, flexible and un-
bureaucratic. Most importanily, they understood our
needs as users. They worked overtime and week-
ends — whatever it took to get the job done. The
end users, who have now started working at our
new research facility, are pleased.

(The photo was taken in a different laboratory,)

SERVICE LIFE

“The acoustics have to be perfect! Otherwise the
whole building is a waste of money”

Headmaster llma Pokkinen is very firm — and
today very happy. Even the old gymnasium, which
was transformed into a chamber music hall for
175 listeners and which still has its large windows,
is praised by visiting performers for good acoustics.
itis also beautiful and elegant, llma Pokkinen
declares with satisfaction.

The St. Michel music school building in eastern
Finland was originally constructed as a police station
in the functional style during the 1960s, It has at-
tracted a [ot of publicity over the years for its archi-
tecture, But the police moved out, and eventually
came a decision that the building would be turned
into a music school. The task of carefully renovating
an existing structure while making it suitable for a
totally different use, with entirely new functional and
practical requirements, went to Skanska Oy. The job
took less than a year. Headmaster Pokkinen is
pleased with the resulls.

“All the important details are superbly done. The
acoustics as | mentioned, and sound insulation be-
tween the various classrooms. We can run our
classes exactly according to our plans and wishes.

‘Another extra nice thing s that my fellow head-
masters from other music schools are a bit envious.'



key individuals in ensuring that Skanska’s
goals in the communications field are realized.

HUMAN RESOURCES AND
MANAGEMENT DEVELOPMENT

It is Skanska’s tradition to develop its human
resources continuously and systematically;
with special emphasis on employees in key
positions. For many years, the Group has
run a number of training programs to ensure
a good supply of managers and executives.
The main responsibility for this rests with
the Skanska Management Institute. Its pur-
pose is to secure further development of
managers at Skanska’s operations in various
countries and to promote exchanges of
knowledge and experience between com-
panies and countries.

Training activities emphasize the impor-
tance of not thinking primarily in terms of the
construction process, but instead letting the
end user’s need of well-functioning and pur-
pose-built facilities be the guiding principle.

During 1998, about 230 managers and
potential managers participated in various
one-year management development programs
at the Skanska Management Institute. These
included the Skanska Leadership Program,
which gives young management candidates
a foundation to build onj the Skanska Man-
agement Program, which provides potential
managers with a strategic and international
perspective on the management role; and
the Skanska Executive Program, which is
especially adapted for potential executives
in the Group.

The Skanska Leadership Academy — a new
activity for the year — enables managers to
railor programs based on their own individual
development needs.

Many of the participants in these programs
have also used the services of an internal
Assessment and Development Center.

A change of generations is currently un-
derway among Skanska’s managers. In addi-
tion to its numerous management training
programs, the Skanska Management Institute
therefore also works with other methods
for ensuring a good supply of managers in
the Group. Among these are Skanska 21,

a trainee program that gives young under-
graduate engineers an opportunity to become
acquainted with Skanska’s global operations;
the Skanska Manager Evaluation System, an
annual process for evaluating and assessing
leadership qualities; and activities aimed at
increasing mobility between different posi-
tions, such as the Manager Exchange Pro-
gram.

In Swedish operations, because of Skanska’s
age structure — largely a consequence of the
Swedish restructuring process and the reces-
sion of the 1990s — the task of recruiting

Educational level, white-collar employees

Upper secondary 45%
University-level

(less than 3 years) 18%

— University-leve!

(more than 3 years) 23%
Pre-upper secondary 14%—

Age structure
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young, well-educated employees enjoys high
priority. Skanska’s goal is to increase the
percentage of its white-collar employees who
have a university-level education by about
two percentage points annually. (The adjacent
charts refer to Swedish operations).

The construction sector is traditionally
male-dominated. Skanska’s ambition is to
use recruitment and other activities to create
a better balance between men and women
(11 percent of Group employees are women).
During 1998 a mentorship program for
women was implemented, with the goal of
increasing the number of women managers
at Skanska.

To support the task of achieving its busi-
ness goals, for some years Skanska has worked
with a human resource development model
in which development planning discussions
are a central activity.

AGGRESSIVE

ENVIRONMENTAL WORK

Skanska’s environmental work focuses on
resource-efficient construction that allows a
reduction in energy and material consump-
tion throughout the life cycle of a structure.
During the planning stage, negative environ-
mental impacts must be weighed against the
benefits created for users. An expanded, early
dialogue with clients and Skanska’s other
stakeholders is essential in this process.

The Skanska Group has established two
overriding environmental goals: environ-
mental training of all employees and the
introduction of environmental management
systems in all its business operations. Environ-
mental management systems — integrated
with other management systems — are neces-
sary tools for pursuing effective environ-
mental work that minimizes environmental
risks and facilitates the task of creating en-
vironmentally sound operations. At the end
of 1998, nine percent of operations were
certified according to ISO 14001 or EMAS
international environmental management
standards. The goal is that all operations
shall be certified by the year 2000. For more
information, see Skanska’s separate Environ-
mental Report.




SKANSKA IS CARRYING OUT A NUMBER OF WATER SUPPLY PROGRAMS IN

AFRICA, THEREBY HELPING TO IMPROVE THE QUALITY OF LIFE FOR MANY

PEOPFLE:




TASK WITH A DOUBLE FOCUS

Skanska’s Year 2000 (Y2K) project includes
a systematic review of both its own operations
and its relationships with — and responsibility
for — the Skanska Group’s clients in a broad
sense.

Internal preparatory efforts are centering
on such areas as construction and manufac-
turing, logistics and the supply of electricity,
telecommunications services and water, as
well as fields like accounting, administration
and communications.

As for Skanska’s relationships with clients
and end users, the main emphasis is on cur-
rent or previously delivered projects and
Skanska’s potential liability for their safety
and reliability. This also includes any liability
for different products and components that
have been supplied by the Group.

External aspects also include leased-out
premises in properties owned and managed
by Skanska.

Another area that requires special attention
is suppliers and business partners. Deficiencies
or problems among these may affect Skanska
as well as its clients. Skanska is therefore
trying to assist both suppliers and clients to
ensure that they are well prepared for the
millennium shift.

EMBEDDED SYSTEMS
= THE GREATEST RISK
The inventory and analysis that Skanska has
conducted shows that the greatest problems

The task of inventorying and minimizing potential problems in connec-

tion with the approaching turn of millennium has enjoyed high priority

at Skanska since 1997 The goal is to inventory and remedy conceivable

problems and deficiencies as well as expected needs by June 30, 1999.

PROJECT 2000

and risks are not found in Skanska’s own
computers and software. These can be tested
and have already been largely adapted for
the millennium shift. The biggest problem
instead consists of “embedded systems,”
that is, microchips that control numerous
systems and functions. This may apply to
ventilation, space heating and security sys-
tems, elevators, automatic doors and gates
as well as mechanized or robotized produc-
tion lines in Skanska’s factories and plants.

YEAR-END 1998 STATUS

Overall, Skanska has adhered to its estab-
lished timetables and achieved the established
goals,

At the end of 1998, most internal risk
areas had been inventoried and made Y2K-
ready. Accounting systems had been 80 per-
cent tested. Completely Y2K-ready account-
ing systems will be in place during the first
quarter of 1999. Production lines were
90 percent Y2K-ready, as were about two
thirds of Skanska’s own machinery fleet and
office equipment. Of its office buildings,
about half were Y2K-ready.

Skanska had achieved the greatest progress
in its external efforts when it comes ensuring
to the Y2K-readiness of its own products,
the inventorying and prioritization of all
projects and the inventorying of all property
holdings. The materials and components
that Skanska sells were 100 percent Y2K-
ready, while the task of assessing which con-

struction projects include special risks was
90 percent complete. The Group had com-
pleted nearly one third of its supplier reviews.

COSTS AND REMAINING RISKS
The overall cost of Project 2000 is estimated
at a maximum of SEK 100 M. This sum
includes no provisions for external damage
claims on Skanska that might arise. After a
review of the various problem areas, the
risk of such claims is deemed small.

Despite this extensive analytical and
Y2K-readiness effort, disruptions cannot be
ruled out. Skanska’s Year 2000 project also
includes planning and preparations for how
to manage disruptions. This applies both to
internal problems and external ones attrib-
utable to areas beyond Skanska’s control,
for example such vital public services as
electricity and water supply plus communi-
cations in the broad sense.

Emergency plans will be developed during
the first half of 1999 in order to remedy dis-
ruptions that may occur in connection with
the millennium shift despite all preparations.
These plans will encompass the entire Group,
with an emphasis on current projects. All
levels at Skanska — from individual employees
to entire business areas — are covered by the
emergency plans.
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SINCE THE LATE 1940S, THE SWEDISH COTTAGE MARIONETTE THEATRE IN
CENTRAL PARK, NEW YORK CITY, HAS BEEN A HIGHLY POPULAR ATTRACTION,
IT WAS RENOVATED DURING 19988 BY SKANSKA IN COOPERATION WITH
THE CITY OF NEW YORK AND OTHER ORGANIZATIONS. NOW THOUSANDS
OF CHILDREN CAN QNCE AGAIN VISIT THE THEATER AND BE FASCINATED

AS IT BRINGS TO LIFE THE WORLD OF FAIRY TALES.
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CHANGE IN FINANCIAL STRUCTURE
The structure of the Group’s balance sheet
was greatly affected by the 1998 distribution
of Drott as well as the reclassification of the
former subsidiary JM to an associated com-
pany.

The distribution of Drott signified that a
property portfolio, in principle debt-free and
with a book value of SEK 5.1 billion and an
estimated market value of SEK 10.0 billion,
was transferred to Skanska’s shareholders.
Shareholders’ equity fell by SEK 5.1 billion.

The deconsolidation of JM meant, among
other things, that the Group’s property
holdings and debts decreased by about SEK
7 billion. JM’s total assets as of December
31, 1998 weére SEK 10.5 billion.

As shown in the balance sheets below,
the item “Properties in real estate opera-
tions” was halved to 19 percent of total

Balance Sheet in brief

SEKbn 1998 1997
broperfﬂééin real T
estale operations 8.6 20.4
Shares and parlicipations 7.2 8.0
Other fixed assets 6.7 6.7
Interest-bearing receivables 2.4 2.2
Non-interest-bearing receivables  13.9 121
Current-asset properties 2.6 21

Bank balances and .

short-term investments 35 31
Total assets ' T 52,6
Shareholders’ equity 135 16.9
Minority share 0.3 2.1
Interest-bearing liabilities 7.9 10.0
Non-interest-bearing liabilities 23.2 23.6
Total liabilities and '
shareholders’ equity 44.9 52.6
Equity/assets ratio, 9b 30.7 36.1
Interest-bearing net indebtedness 2.0 4.7
Capital employed 21.4 26.9
U Legal
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Skanska's goal of becoming a world leader in construction-related ser-

vices and project development implies a focus on its core operations.

As one element of this focus, in recent years Skanska has freed up

substantial capital, which it has partly invested in the development of its

core operations and partly distributed to the shareholders.

FINANCIAL REVIEW

assets. At the same time, the balance sheet
total was reduced by SEK 7.7 billion com-
pared to a year earlier.

At the end of 1998, the Group’s interest-
bearing net liabilities amounted to SEK 2.0
billion. The ambition is to increase the level
of borrowed funds relative to shareholders’
equity in order to achieve a more efficient
capital structure and thereby a lower
weighted cost of capital.

BRANCHES OF OPERATIONS

There are three branches of operations in the
Skanska Group — construction, industrial
and real estate operations. They differ in
nature but have the potential for synergies.
A successful combination of these compe-
tencies has been the foundation of Skanska’s
build-up of net asset value for many years.
As the table and chart on page 14 indicate,
these branches of operations work under
different combinations of business factors and
have varying potential in terms of margins,
return, cash flow and tied-up capital.

Construction operations

Construction operations are characterized
by high capital turnover, low margins and
little tied-up capital. The return of capital
employed is therefore high. The risk in these
operations consists of their low margins,
which require efficiency as well as quality and
cost control in the business. Construction
operations can be divided up as follows:

Met Operating Operating

1998, SEKbn ~ sales income margin, %
Building construction ~ 43.7 0.4 09
Civil construction 16.2 0.6 37
Total ' 569 1.0 18
Order bookings, 1998 74.3
Increase in order backlog during 1998, % 32
Increase in net sales during 1898, % 33

In recent years, growth has primarily been
related to directly negotiated contracts,
which are the normal form of contract in
American building construction operations.
Directly negotiated contracts carry low
margins, but also very low risk. About

70 percent of order backlog today consists
of directly negotiated contracts plus project
development and project assignments in
fields where Skanska has extensive experi-
ence and expertise. The risk exposure in the
existing order backlog is thus deemed to be
limited, During 1998, the operating income
of Skanska’s construction operations rose
from SEK 492 M to SEK 998 M. The margin
in civil construction work (roads and civil
works) is traditionally higher than in building
construction work, a reflection of the fact
that capital employed in the form of plant,
equipment etc. is higher than in building
construction work. However, Skanska’s
future building construction operations will
tie up more capital, as a result of large
investments in project development where
Skanska already has a buyer at the beginning
of the project. These projects are reported
as current-asset properties. During 1998,
Skanska invested about SEK 1.8 billion in
such projects.

Industrial operations

Skanska’s industrial operations comprise its
“building component” companies, which
work with a relatively high levels of tied-up
capital in both current and fixed assets. This
results in a lower return on capital employed,
compared to construction work.




SKANSKA HAS BUILT A NEW FACTORY IN THE CZECH REPUBLIC FOR

ASSIDOMAN, ONE OF SWEDEN|S LARGEST FOREST OWNERS AND PAPER

COMPANIES. WALTER DE SMEDT, SHOWN HERE WITH THE PROJECT
MANAGER AND PERSONNEL MANAGER, IS TODAY IN CHARGE OF PACKAGING

PRODUCTION IN A MODERN, PURPOSE-BUILT FACILITY,
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Real estate operations
Real estate operations tie up more capital
than other businesses in the Group because
of the large portfolio of investment proper-
ties and sizable investments in new projects.
Properties in the real estate business are re-
ported under a separate heading in the bal-
ance sheet (see also “How Skanska reports
its real estate portfolio” on page 38).
Operating income in real estate operations
consists of income from day-to-day property
management, income from other real estate
operations including project operations, and
capital gains on the sale of fully developed
properties. Operating income may thus vary
from year to year, primarily depending on
the scale of property divestments.

Real estate operations, 1998, SEK bn

Income from real estate operations 04
Gain on sale of properties 1.3
Operating income A
Book value, investment properties 6.4
Estimated market value,

investment properties 116

Yield on book value,

investment properties, % 11.0
Property investments —-1.2
Property divestments +2.1
Net investments +09

To analyze the total profitability of real
estate operations, the change in the market
value of existing investment properties plus
development gains in fully developed prop-
erties must also be taken into account. Dur-
ing 1998, real estate projects were sold at a
capital gain of SEK 1.3 billion. Although
surpluses were thereby realized, at year-end
the surplus value of the remaining real estate
portfolio was believed to be unchanged at
about SEK 3 billion.

Summary of different business factors governing Skanska's branches of operations

Potential Sensitivity
Capital growth in net to interest
Operations Margins turnover Profitability asset value _rates
Construction operations Low High High = Medium
Industrial operations Medium Medium Medium - Medium
Real estate operations - Low Low Yes High
Management of financial assets - Low Low Yes High
Financial highlights by branch of operations
1998, SEK bn ) Construction Industry Real estate Other Group
Income from operations 1.0 02 0.4 -02 1.4
Gain on sale of properties 1.3 13
Gain on sale of other assets 1.0 1.0
Holdings in associated companies - o ) 07 07
Operating income o 10 0.2 17 5 a4
Operating margin, % 1.8 33 = - 6.8
Return on capital employed, % 16 5 22 - 27
Cash flow from operations 1.7 0.1 05 -08 15
Net investments -25 -02 09 20 0.2
Tax on galn from sale of Sandvik shares -0 -22
Net cash flow after investments -08 -0.1 1.4 =18 -05

1998 balance sheet
Assets by branch of operations

Assets

Construction 52%

Industry 13%

Real estate 19%

Financial ;
assets 16%

Shareholders' equily and liabilities

Shareholders' equity
and minority interests 31%

Interest-bearing
liabilities 179%

Non-interest-bearing
liabilities 529
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Real estate will continue to represent a large
proportion of the Group’s tied-up capital.
Meanwhile it is Skanska’s ambition to in-
crease the turnover rate in its real estate
portfolio.

In addition to the distribution of Drott,
in recent years Skanska has been highly
active in divesting and investing in real estate
projects, as shown in the chart to the right.

The construction time for a real estate
project can be estimated at 15 months,
counting from the decision to begin con-
struction to the time of project completion.
The throughput time from ground-breaking
to the sale of a completed project varies,
however, among other things depending on
the general market situation for property
divestments. The ambition is to shorten the
throughput time in order to create room
for new projects without increasing tied-up
capital.

The Group’s real estate development
projects in strongly expansive Central Euro-
pean metropolitan areas are now gradually
growing and will thereby also assume a rel-
atively larger weight in its project portfolio.
Skanska sees major potential for value
enhancement in these projects, while the
risk level is probably somewhat higher than
elsewhere in Europe. Completed projects
in Central European cities are expected to
provide a yield of about 13-15 percent on
invested amounts.

TRANSFER TO SHAREHOLDERS

The Greup’s balance sheet consists partly of
the assets and liabilities of its operative units,
and partly of financial assets consisting
mainly of sharcholdings in listed companies.
On December 31, 1998, the value of the
stock portfolio amounted to SEK 9.6 billion,

Investment properties
Investments, divestments
and capital gains

SEKM
4,000
3,000+ —Capital gains
2,000

Capital gains
pk

—Capital gains
1,000

1996

1997

Bl [nvestments
Divestments

1998

with a book value of SEK 6.8 billion in the
Group financial statements.

Skanska’s strategy is to divest most of
these financial assets and use the resulting
funds for the further development of its core
operations. Funds that cannot be used for
this purpose with a good expected return
shall be transferred to the shareholders in a

Transfers of capital to Skanska’s shareholders

EMU
Skanska has a basically positive attitude toward
the EU's Economic and Monetary Union and
believes that its own competitiveness benefits
from a common European currency. [
During 1897 and 1998, the Group devoted
substantial effort to adapting its systems,
working methods and where appropriate its
strategies to the changed conditions resulting
from the introduction of the euro. This task
has now largely been completed. In this respect,
too, the Group is well-equipped for the future. |

way that is efficient from a tax standpoint.
During the past five years, Skanska has
transferred more than SEK 20 billion to its
shareholders in various forms: by means of
regular cash dividends, a share redemption,
the sale of shares at a discount price and
a tax-efficient distribution of shares in the
subsidiary Drott.

SEK bn 1995 1996 1997 1998 1999 Total -
Regular dividend, SEK per share 375 5.00 10.00 11.00 12.00" '
Regular dividend, total disbursed 05 0.7 1.3 13 1.4 5.2
Divestment of shares in

Custos with discount of 0.2 0.2
Share redemption 5.0 5.0
Distribution of Drott to shareholders,

estimated market value of assets ) 10.0 10.0
Total S i 07 o7 &3 113 14 204

" Proposed by the Board of Directors.



CAPITAL STOCK

Skanska’s shares have been quoted on the
Stockholm Stock Exchange’s A-list since
1965. At the time of the initial public offering,
Skanska’s capital stock was SEK 32 M.
Since then, the capital stock has been in-
creased by means of ten stock dividends and
eight targeted special issues of new shares,
and was reduced by a redemption process
during 1997. At the end of 1998, Skanska’s
capital stock amounted to SEK 1,366.2 M,
divided into 113,854,968 shares.

Skanska’s capital stock is divided into
Series A and Series B shares, all with a par
value of SEK 12. All shares are non-restricted.
Series A shares carry 10 votes apiece, whereas
Series B shares carry one vote apiece. Only
Series B shares are listed on the Stockholm
Stock Exchange. A round lot consists of 100
shares.

SHAREHOLDERS

The total number of shareholders is approx-
imately 60,000. Shares with non-Swedish
owners amounted to 12.8 percent (10.8) of
capital stock and 7.6 percent (6.5) of voting
power,

DIVIDEND POLICY

The annual dividend will be equivalent to
35-45 percent of the Group’s sustained
profit after taxes as estimated by the Board
of Directors, or a minimum of 5-6 percent
of the Group’s adjusted shareholders’ equity
as estimated by the Board. Surplus capital
not needed to develop the Group’s core
operations shall be transferred to the share-
holders in an efficient way from a tax stand-
point,

In September, Skanska's Series B share price - adjusted for the distri-

bution of Drott - reached an all-time high of SEK 316 per share. Year-

end market capitalization totaled SEK 25,617 M. The percentage of

capital stock owned by foreign shareholders increased substantially

during the year. Early in 1999, the share price trend was positive.

SKANSKA SHARE DATA

TRADING IN SKANSKA SHARES

At the end of 1998, the market price of a

Series B share was SEK 225 (261). During
the year, the lowest price was SEK 199 and Year

Changes in capital stock

New Par value
Stock share of capital

Reduction, divided issue, stock
SEKM SEKM SEKM SEKM

the highest SEK 316, adjusted for the distri- 1985

bution of the real estate company Drott to

the shareholders.

At year-end, market capitalization totaled
SEK 25,617 M (1997: 29,750 excluding

Drott).

During 1998, the number of Skanska
shares traded on the Stockholm Stock
Exchange was 52,420,247, or 3.5 percent

1967

1969 2:5
1973 1:3
1975 1:3
1977 1:2
1979 1:2
1981 2:3
1982 1:5
1983 1:2
1984 split 5:1

more than during 1997. This was equivalent
to an average of 209,681 shares per trading
day in 1998. Trading volume was equivalent

1987
1988
1991 1:1

to 50 percent (48) of the total number of
Series B shares outstanding at the end of

each respective year.

OUTSIDE ANALYSES

1994 conv.
1997
redemption 1:10 —124.3

During 1998, the following stock brokerage
houses and banks published new analyses of

Skanska or updated earlier ones:

Publisher

) Analyst

Alfred Berg

Aros Securities

Chevreux de Virieu

D. Carnegie

Deutsche Morgan Grenfell
DnB Markets

Dresdner Kleinwort Benson
Enskilda Securities
Goldman Sachs
Hagstrémer & Qviberg
Handelsbanken Markets
Merrill Lynch

Nordbanken

Swedbank

SBC Warburg

* Now employed at J.P. Morgan, +44-171-325 8976

Lars-Ake Bokenbarger
Rikard Jakobsson
Tomas Ramsélv
Fredrik Grevelius
Hans-Olov Oberg
Lars Carlsson
Mikael Petersson
Erik Nyman

Mike Belts*

Jonas Andersson
Rutger Andersson
Ken Rumph

Stefan Albinsson
Stefan Sundblom
Christer Sterndahlen

32.0

= 3.4 35.4
14.1 = 495
16.56 = 66.0
22,0 1.7 89.7
44.9 2 134.6
67.3 2.4 204.3
136.2 = 340.5
68.1 2.7 411.3
205.6 - 616.9
- = 616.9

= 8.7 625.6

- 4.0 629.6
629.6 - 1,268.2
1,258.2

227.7 3.6 1,366.2

Telephone B
 +4687235800
+46 8-407 92 00
+46 8-678 51 00
+46 8-676 88 00
+46 8-463 55 00
+46 8-440 58 00
+44 171 475 2391
+46 8-522 295 00

+46 8-696 17 00
+46 8-701 10 00
+44 171 772 1000
+46 8-614 70 00
+46 8-585 900 00
+46 8-453 73 00



Shareholdings by size
December 31, 1998 Number of 9% of all Total number % of
Number of shares held shareholders shareholders of shares held capital stock
T4 T so0 49220 83.2 6,498,570 5.7
501- 1,000 5448 9.2 4,328,187 3.8
1,001- 2,000 2,228 3.8 3,451,332 3.0
2,001- 5,000 1,310 2.2 4,203,289 3.7
5,001- 10,000 442 0.8 3,316,031 29
10,001- 20,000 188 0.3 2,684,675 24
20,001- 50,000 126 0.2 3,924,710 3.5
50,001-100,000 61 0.1 4,461,769 3.9
100,001 128 0.2 80,987505 711
Total 59,160 100.0 113,854,968 100.0
Shares by category
Number % of % of
Category - g{_shares voling power  capital stock
A 9,102,530 465 8.0
B 104,752,438 53.5 92.0
Total 113,554}3&5 ' 100.0 1000

Skanska share price movement, January 1, 1993-February 27, 1999

mmem  Series B (adjusted for distribution of Drott to the shareholders)

Daily trading volume,
thousands (incl. after

==== Afv General Index Afv Construction and Real Estate index hours trading)
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Shareholders, by category
Percentage of capital stock, December 31, 1998

Swedish mutual funds 32%

Swedish companies and institutions 26%
Swedish insurance companies 14%
Swedish private individuals 15%

Foreign shareholders 13%

The largest shareholders in Skanska AB

% of % of

Holding on Dec. 31, 1998 capital voling
Shareholders stock power
Swedbank mutual funds 13.4 7.8
Industrivarden, AB

(investment company) 7.4 20.9
Swedish National Pension Insurance

Fund, Fourth Fund Board 6.5 4.3
Nordbanken mutual funds 3.5 2.0
SPP (retirement insurance) 3.4 2.0
Skandinaviska Enskilda Banken

(SEB) mutual funds 27 1.6
Trygg-Hansa (insurance) 2.6 1.4
Inter IKEA Finance SA

(part of home furnishings group) 2.5 10.1
Skandia {insurance) 53 1.3
Swedish National Pension

Insurance Fund, Fifth Fund Board 1.9 1.1
Svenska Handelsbanken mulual funds 1.8 1.0
AMF Pensionsforsakring

(retirement insurance) 1.6 0.9
AMPF Sjukforsakring (health insurance) 1.4 0.8
SEB employee profit-

sharing foundations 11 0.7
Swedish Cooperative Union

pension fund 1.0 0.6
Svenska Handelsbanken pension fund 0.9 4.6
Total B39 704
Other shareholders in Sweden 33.3 223
Shareholders abroad 128 78
Toal 1000 1000

Source: Swedish Securities Register Center (VPC),
December 31, 1998



Skanska's organizational structure reflects the Group’s various markets

and fields of operations. Its purpose is to facilitate efficient utilization of

Group resources, create clear areas of responsibility and profit centers,

allow consistent and systematic marketing efforts and encourage

smooth collaboration among different units and areas of expertise.

ORGANIZATIONAL STRUCTURE

FOUR BUSINESS AREAS

Skanska’s contracting operations, which
provide services related to building and civil
construction, are organized into three busi-
ness areas: Skanska USA, Skanska Sweden
and Skanska Europe. This structure allows
strong, easily coordinated marketing efforts,
while also making greater client focus possible.
Each business area has product-oriented
specialization and pursues various forms

of project development — in some cases in
collaboration with the Skanska Project
Development and Real Estate business area.

Skanska USA

This business area is responsible for the
Group’s building and civil construction
operations in North America. A number of
subsidiaries, which are highly specialized in
different markets, are responsible for business
operations. These markets may be geographic
or be related to certain types of construction
or client segments.

Skanska Sweden

This business area includes the Group’s
building and civil construction operations
in Sweden, along with construction-related
industrial operations that have their main
markets in Sweden.

Business operations are organized into a
number of divisions specializing in different
types of construction. One exception from
this is Skanska Northern Sweden, which
encompasses both residential and other
building construction.

Skanska Sweden is also responsible for
the Group’s project exports of civil con-
struction through the subsidiary Skanska
International Civil Engineering.

Skanska Europe
Skanska’s building and civil construction
operations in Europe, except Sweden, are

included in this business area. It also en-
compasses the Group’s project management
assignments in building construction outside
Sweden, as well as the Group’s building
component companies that have their main
markets outside Sweden. Construction opera-
tions are run by a number of geographically
specialized subsidiaries. The building com-
ponent companies — Kihrs, Poggenpohl,
Essmann and Elit Fénster — operate as sepa-
rate subsidiaries.

Skanska Project Development

and Real Estate

The operations of this business area include
development, management and divestment
of the Group’s real estate holdings as well as
development of new properties and privately
financed infrastructure {(Build-Own/Qperate-
Transfer = BOT) projects. The business area
is also responsible for the Group’s holdings
in the Swedish listed real estate companies
Piren, Norrporten and Pandox.

SKANSKA INVEST

Skanska Invest manages the Group’s hold-
ings of listed shares in such companies as
Scancem, SKF, Rérvik Timber and JM.
Skanska’s strategy of focusing on its core
operations means that its holdings in the
first three of these companies will be divested.

SUPPORT COMPANIES

Skanska Teknik -

a knowledge-based company

Skanska Teknik is a wholly owned subsidiary
whose main task is to develop strategic
expertise in the Group’s core operations.
About 30 percent of its sales are generated
outside Skanska. The company’s more than
200 employees are mainly engineering con-
sultants in building and civil construction as
well as the environmental field. On behalf
of Skanska’s business areas, they pursue

strategic development projects. These may
involve both technological development in
general and concrete cases requiring new
methods or solutions. Skanska Teknik also
functions as a coordinating link for Group-
wide “competence centers,” where experi-
ence and ideas are gathered and developed.

To gradually build up its cutting-edge
expertise, Skanska Teknik has established
programs for doctoral students in industrial
engineering that enable young employees to
develop their knowledge in national and in-
ternational research programs, concurrently
with their regular work in the company.
Today Skanska Teknik is involved in a total
of seven EU research programs and ten
national programs.

Contacts with the very latest research in
construction engineering are intensive.
Skanska Teknik today employs two profes-
sors, two associate professors, five other
doctors of technology and some twenty
doctoral students.

Skanska Financial Services -

financial packages and risk management
Skanska’s strong financial position is an
important success and competitive factor.
Thanks to this, the Group can accept even
very large contracts and also participate in
consortia that involve financial obligations.
To succeed in this, a high level of financial
expertise and good risk monitoring are
needed. The wholly owned subsidiary
Skanska Financial Services AB (SFS), with
about 20 employees, is in charge of finan-
cial operations at the Group level. One

of this company’s tasks is to create client-
tailored and competitive financing packages
both for large, complex assignments and for
small projects. SES is also responsible for
risk analysis and financing of projects in
markets where Skanska is active. In addition,
SES has advanced expertise in optimal risk



CAPITAL EMPLOYED AND NET SALES BY BUSINESS AREA

Capital employed

USA 7% (5)
Sweden 219 (21)
Europe 32% (29)
Project Development and
Real Estate 40% (45)

Net sales

USA 36% (30)
Sweden 349 (42)
Europe 28% (26)
Project Development

and Real Estate 2% (2)

management and related utilization of the
Group’s financial flows and strong balance
sheet. SFS is authorized to increase the re-
turn on Skanska’s financial flows while con-
trolling risks. SFS is also responsible for
meonitoring and coordination of other risk
management in the Group. Risk financing
mainly occurs by means of effective, well-
balanced insurance programs, with much of
the risk capacity being handled by Skanska’s

T

: Contractors (37

MANAGEMENT OF SHARE
EINANCIAL ASS

Skanska Invest

own captive insurance companies in Sweden
and Luxembourg.

Skanska Data - advanced IT solutions
Skanska has subsidiaries and operations in
some fifty countries. This creates heavy de-
mands for effective, reliable communication,
accounting and operational control, reporting
and follow-up systems as well as administra-
tion and human resources management.

PARENT COMPANY

SKANSKA AB

Business Develo,

Sundlink

SUPPORT COMPANI
Skanska Teknik

Skanska Financial Servi
Skanska Data.

One important source of support in this
work is the wholly owned subsidiary Skanska
Data, with approximately 100 employees.
Thanks to its continuous exchange of
experience with the various parts of the
Group, Skanska Data can also frequently
—and in competition with other suppliers
— offer both internal and external clients
advanced information technology (IT)
solutions in a variety of fields.

Skanska Real E
Stockholmr

Skanska Real Estate ™ |
Gothenburg

Skanska @resun
Skanska BOT Praj




Skanska USA includes the Group's North American operations in the

building and civil construction sectors. Its building construction units are

Beers Construction, with operations in the southeastern United States,

and Sordoni Skanska in the northeast. The civil contracting units are

Slattery Skanska, Koch Skanska and Tidewater Skanska. Spectrum

Skanska specializes in residential development.

SKANSKA USA
GROWTH

Slattery Skanska * Koch Skanska * Sardoni Skanska + Beers Construction

Percentage of capital employed

BUSINESS ORIENTATION

Skanska USA’s growth strategy includes
continued expansion in existing regional
markets and niches, as well as continued
geographic expansion. The latter may occur
through acquisitions or joint ventures and
by expanding existing operations into new
geographic markets.

Another element of this strategy is to im-
prove margins by taking advantage of busi-
ness opportunities in the whole value chain.
This is accomplished through alternate de-

Skanska USA

Total

Spectrum Skanska * Tidewater Skanska

livery methods such as design-build, pro-
gram management and privatization. These
methodologies enable the business area to
increase its control over projects, thereby
also providing opportunities to create value-
added for the client while achieving a higher
margin.

STRUCTURE AND SUBSIDIARIES
Skanska USA’s operations are divided among
building construction and civil and industrial
construction.

The building construction segment, with
Beers Construction and Sordoni Skanska as
the most important subsidiaries, accounted
for 80 percent of sales in the Skanska USA
business area and 54 percent of earnings
during 1998.

Client focus is a crucial factor in this type
of contracting. Thanks to a deliberate focus
on getting to know clients and on developing
services that fit their needs, repeat business
accounts for 75 percent of assignments.

These assignments vary in scale and pro-
curement basis. They may include construc-
tion management, design-build and other
negotiated forms of contracts. A large propor-
tion of clients are Fortune 500 companies.
Other important clients are universities,
schools and other educational institutions,

Building construction Civil construction

1998 1997 1998 1997 1998 1997
Net sales, SEK M 24,472 15410 19,657 13394 4915 2016
Operating income, SEK M 398 321 214 297 184 24
Income after financial items, SEK M 448 356 252 312 196 44
Operating margin, % 1.6 2.1 1.1 22 37 12
Return on capital employed, % 40.7 394 424 588 348 94
Cash flow from the year's operations, SEKM 780 513
Average number of employees . 6,630 3716 3764 2,769 2,866 957
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Beers also specializes in hospitals and sports
facilities, while Sordoni Skanska works with
a number of leading pharmaceutical compa-
nies.

Home building, which is reported in the
table below under building construction, is
a relatively new part of Skanska’s American
operations. Spectrum Skanska develops and
builds high-end homes and new communities
in the suburbs of New York for upper income
clients who demand high standards.

The main responsibility for Skanska USA’s
civil and industrial construction segment
rests with Slattery Skanska and Koch Skanska
~ both focusing mainly on the northeastern
United States — as well as Tidewater Skanska,
with operations in Virginia and the south-
western United States. During the year, this
business segment accounted for 20 percent
of Skanska USA’s total sales and 46 percent
of earnings.

EARNINGS IN 1998

The total operating income of the Skanska
USA business area was SEK 398 M. Adjusted
for a nonrecurring capital gain on the sale
of property in 1997, operating income rose
by SEK 144 M.

The acquisition of the Tidewater Group
also further improved operating income,
while Spectrum Skanska contributed to
earnings as its newly constructed properties
were handed over to their new owners.

IMPORTANT EVENTS
In terms of order bookings, 1998 was another
banner year.

Several Skanska USA subsidiaries together
captured a contract worth more than SEK
10 billion for a rail link to John F. Kennedy
Airport in New York City. Skanska’s share




GREAT LAKES CROSSING MALL, JUST OUTSIDE DETROIT, FEATURES 200
STORES WITH A RICH ARRAY OF SHOPPING CHOICES FOR THE WHOLE
FAMILY AND A SETTING WHERE IT IS EASY TO FEEL COMFORTABLE. THE
ENTIRE BUILDING IS 170,000 SQUARE METERS (1.83 MILLION SQUARE
FEET) IN SIZE, AND IT TOOK SKANSKA ONLY 17 MONTHS TO COMPLETE

THE PROJECT.
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of the project totals SEK 4.8 billion. In New
York, Koch Skanska landed a large project
worth about SEK 1 billion related to reno-
vation of the Williamsburg Bridge.

Sordoni Skanska continued to speed up
its deliveries by completing a 180,000 sq m
(1.94 million sq ft) office and laboratory
project for the big telecommunications com-
pany AT&T in just 15 months. The total
value of the assignment was about SEK 2.4
billion. In just 17 months, Sordoni Skanska
also completed construction of a 170,000 sq
m (1.83 million sq ft) shopping mall in
Detrait, Michigan, The project was worth
about SEK 1.1 billion. Beers Construction
won the “Lab of the Year” award for a
project in Atlanta.

Among the year’s other major events was
the acquisition of a number of companies in
various parts of the United States, consoli-
dated under the name Tidewater Skanska.

MARKET SITUATION .

On the whole, the market outlook is positive.
Continued growth in a number of niche
markets is expected to offset sagging demand
in certain others. In the civil market, Skanska
USA anticipates both higher business volume
and improved margins, among other things
because federal investments in this field are
expected to total more than SEK 1,700 bil-
lion over the next six years.

The building construction sector will
remain strong in the niche markets where
Skanska USA operates successfully, such as
sports facilities and buildings for pharma-
ceutical companies, retailers and educational
institutions.

Demand for certain types of facilities for
basic industries is expected to weaken due
to the continued economic impact of develop-
ments in Asia, Latin America and Russia,

SKANSKA AND THE COMPETITION
While the U.S. construction industry has more
than SEK 5,000 billion in annual sales, a
half million contractors are competing for
these assignments. Only 70 of these have
more than 1,000 employees and none has
an overall market share exceeding 1 percent.
The competitive situation is thus extremely
tough, and margins throughout the industry
are depressed. .

In this market situation, Skanska USA’
strategy for success is based on increasing
its strength and specialized skills in specific
geographic areas and niche markets. By in-
creasing specialized skills and strengthening
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its reputation as a first-class supplier in these
fields, Skanska USA can establish strong
relationships with key clients and thereby
also generate sizable business volume from
repeat clients. Thanks to its leading position
in the field of technology and specialized
skills in certain niches, Skanska USA can
also achieve better margins than are normal
in its industry.

The largest U.S. construction companies
Sales in USD M, 1997 o

Flucr Danlel 58580
Bechtel Group 33150
Centex 32623
Turner Corp 3,080.5
Skanska 22890
Source: ENR.

SUCCESS FACTORS

Skanska USA’s success over the years is pri-
marily due to the consistent application of
certain basic principles. Expansion into new
geographic markets has occurred via acqui-
sitions, with a focus on companies with
strong local or niche brand names. Skanska
USA has also attached great importance to
having strong management in these compa-
nies. After acquisition, managements have
also been given great freedom to continue
developing their companies, while benefiting
from the financial support, client network
and resources of Skanska USA.

Finally, the importance and benefits of
working together with other companies in the
business area have been emphasized in order
to improve efficiency and increase project
value both for the client and for Skanska.

The result has been rapid growth. Since
1995, sales have climbed from just over
SEK 8 to SEK 24 billion, both via organic

growth and systematic acquisitions.

OPPORTUNITIES AND THREATS
Skanska has good opportunities for con-
tinued growth in the U.S. The overall market
is very large and Skanska USA is still essen-
tially an East Coast company. California,
the largest U.S. construction market, as well
as the major markets of the Midwest, offer
good expansion potential.

The largest threats are related to the future
performance of the American economy, al-
though uncertainty in the private sector is
partly offset by strong public sector invest-
ments in civil construction.

A different but obvious problem is the
shortage of qualified personnel for manage-
ment positions. To tackle this shortage,

Skanska USA is running a number of pro-
grams to recruit, train and retain top man-
agement talent.

PROSPECTS FOR 19299
Skanska USA is expected to continue per-
forming very well during 1999. At the be-
ginning of the year, the order backlog was
SEK 43.1 billion, an increase of 56 percent
compared to one year earlier. Continued
growth is expected in such key markets as
civil construction due to the demand for
infrastructure projects. A federal program
authorized hy the Transportation Equity Act
for the 21st Century (TEA-21) is expected
to increase highway construction by 40 per-
cent. Certain parts of the building construc-
tion sector are also expected to grow further.
Skanska USA is also assessing the poten-
tial for new acquisitions as one element of the
task of broadening its geographic base from
the existing main markets in the eastern U.S.

Presented below are selected financial highlights from
some of the larger companies in Skanska USA.

§Ial!ery Skanska - 1998 1997
Netsales, SEKM 2457 1800
Operating income, SEK M 92 42
Order backlog, Dec. 31, SEK M 8831 5296
Average number of employees 8656 840
Koch Skanska 1998 1997
Netsales, SEKM 368 216
Operating income, SEK M 30 -18
Order backlog, Dec. 31, SEK M 1637 737
Average number of employees 135 1hg
Sordoni Skanska 1998 1997
Netsales, SEKM 8014 5044
Operating income, SEK M 104 67
Order backlog, Dec. 31, SEK M 17029 8927
Average number of employees 1024 555
Beers Construction 1998 1997
Net sales, SEI-(—ME_— T 1 1,4?3.{3(852_(5
Operating income, SEK M 109 133
Order backlog, Dec. 31, SEK M 13,996 11,486
Average number of employees 2641 92,1956
Spectrum Skanska 1998 1997
Net sales, SEK M 106 36
Operating income, SEK M 22 5
Order backlog, Dec. 31, SEK M - =
Average number of employees 86 52
Tidewater Skanska 1998 1997
Net sales, SEK M 2,090 -
Operating income, SEK M 62 -
Order backlog, Dec. 31, SEK M 1,657 =

Average number of employees 1,876 -




SKANSKA IS CLEANING UP A 70 SQUARE KILOMETER (27 SQUARE MILE)

AREA IN THE ROCKY MOUNTAINS OF COLORADO. THE PROJECT INVOLVES

RESTORING AN AREA FORMERLY HOUSING A CHEMICAL WEAPONS FACTORY
INTO A NATURE RESERVE WITH A HARMOMNIOUS ECOLOGICAL INTERPLAY

BETWEEN PEOPLE, ANIMALS AND NATURAL SCENERY.




Skanska Sweden includes the Group’s Swedish operations in the fields

of building and civil construction-related services. The business area

also includes a number of specialized subsidiaries with construction-

related operations. In addition, Skanska Sweden is responsible for

the Group's exports of large civil construction projects to countries not

regarded as "domestic” markets.

SKANSKA SWEDEN

CHANGE FOR SUCCESS

lusiness Development Division * Skanska Residential Construction Division * Skanska Commercial Buildings Division * Skanska Northern Sweden Division * Skanska Road Construction Division

Skanska Asphalt and Concrete Division * Skanska Underground Construction and Bridge Division * Skanska International Civil Engineering * Sundlink Contractors (37 percent)

Percentage of capital employed

Percentage of net sales

BUSINESS ORIENTATION

Skanska Sweden’s core business is project
development as well as building and civil
construction-related services and construction
systemms. It operates throughout the value
chain of the construction process.

Its strategy is to focus its operations in
regions with favorable growth potential and
to prioritize profitability before volume. Its
ambition is to expand in project develop-
ment and in the aftermarket: operation,
maintenance and service.

This strategy has led to a larger propor-

Skanska Sweden

tion of projects developed for Skanska’s
own account. In residential construction,
such projects accounted for about 60 percent
of 1998 sales. This percentage is expected to
increase over the next few years, both in
residential and other building construction.

RESULTS IN 1998

The year’s operating income of SEK 496 M
was higher than in 1997. The expenses of
the business area’s large-scale restructuring
effort is being covered by provisions in the
1997 accounts.

The positive trend of earnings in the civil
construction sector includes the impact of
restructuring measures implemented during
1997.

The lower operating income in building
construction is explained, among other things,
by the fact that 1997 earnings included non-
recurring capital gains of SEK 160 M on the
sale of investment properties. Expenses of
approximately SEK 80 M were charged to
1998 earnings, mainly related to the opera-
tions abroad of Myresjo, a manufacturer of
pre-fabricated homes, including initial cut-
backs in some businesses.

Order bookings in building construction
operations increased during 1998 by about
25 percent, despite the ongoing geographic
restructuring process. The core operations

Total Building consftruction Civil construction
B - 1998 1997 1998 1997 1998 ]in:?__‘
Néﬁa!es, SEKM 22,677 21,528 12,785 11,977 9,892 9,651
Operating income, SEK M 496 485 97 341 399 144
Income after financial items, SEK M 533 497 77 319 456 178
Operating margin, % 22 23 08 28 4.0 1.5
Return on capital employed, % 15.3 16.1 56 18.2 281 135
Cash flow from the year's operations, SEKM 840 362
Average number of employees 16,831 17312 7392 7168 9,439 10,154
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of Myresjo developed favorably, with an 18
percent increase in order bookings. In civil
construction, order bookings declined by
about 20 percent. Skanska International
Civil Engineering landed no major orders,
among other things due to the financial in-
stability that characterized both South East
Asia and Latin America.

IMPORTANT EVENTS

Work on the Oresund Bridge, part of the new
bridge/tunnel link between Sweden and
Denmark, continued at a rapid pace. By year-
end more than half the bridge was in place,
and inauguration of the link is expected to
take place as planned in the year 2000.

One interesting project is the expansion
of the mobile telephone network Europolitan’s
offices in Karlskrona. Skanska has devel-
oped and is constructing the property. It has
also assumed part-ownership of the property
and will be responsible for its operation and
maintenance after completion.

In Stockholm and Gothenburg, Skanska
Sweden is building office space for Ericsson
Hewlett-Packard Telecommunications. These
projects are a result of Skanska Sweden’s
close collaboration with Skanska Project
Development and Real Estate.

Other major new assignments included a
retail and warehouse facility for Fredells in
Stockholm and classroom space for Chalmers
University of Technology in Gothenburg. A
number of large infrastructure projects also
began during the year.

During 1998, Skanska acquired land to
build 3,500 cooperative apartments. A large
joint-venture project with the cooperative
housing organization HSB Stockholm re-
sulted in an assignment to build about 800
apartments during a four-year period.



MID SWEDEN UNIVERSITY IN SUNDSVALL IS ONE OF THE LARGEST

BUILDING CONSTRUCTION PROJECTS IN NORRLAND (THE NORTHERN 3/5

OF SWEDEN). SKANSKA WAS GENERAL CONTRACTOR OF THE PROJECT.
A FOUR-YEAR MEDIA PROGRAM WITH AN EMPHASIS ON COMPUTER

TECHNOLOGY IS ONE OF THE STUDY PROGRAMS OFFERED, AND THE ONE

THESE STUDENTS HAVE CHOSEN.




Skanska Sweden decided during 1998 to
work in the facilities management (fm) field.
This involves very close collaboration with
the client, with the fm operator taking over
all property-related tasks that are not part
of the client’s core business. This is a way of
offering clients complete service throughout
the value chain, while the collective compe-
tence of the Group makes Skanska a reliable
partner.

Work at the Halland Ridge (Hallandsas)
rail tunnel project in southern Sweden

mainly involved clean-up and reinforcement

work. Skanska Sweden also received an
assignment to seal the tunnel walls with a
lining so that the groundwater can return to
a normal level. This work is expected to
continue until the autumn of 1999. The
tunnel commission appointed after the 1997
toxic leak accident in the Halland Ridge
published its final report in November 1998.
The report reveals the complex decision-
making process, involving many parties,
which often surrounds major infrastructure
projects and underscores the major impact
that decisions made at an early stage can
have on the implementation of a project.

A VIGOROUS NEW

ORGANIZATION

Skanska Sweden has largely implemented its
planned restructuring measures. It will under-
take certain additional measures during 1999.

All of the business area’s contracting op-
erations are now product-specialized at the
divisional level, while resources have been
focused on those cities and regions expected
to show long-term growth.

The number of profit centers in contract-
ing operations has been reduced from 36 to
2.5, the number of contracts manager units
from 160 to 120. A total of some 60 local
offices have been closed.

During 1998, about 500 white-collar
employees left Skanska — primarily in the
localities that were de-prioritized due to the
restructuring — by means of natural attrition,
dismissals and early retirement packages,
some taking effect in 1999. Meanwhile the
good economic situation and order bookings
in prioritized growth areas have generated
a need for new hiring. Recruitment efforts
have focused on younger employees and
employees with specialized expertise.

MARKET SITUATION

The market for the business area’s services
improved during 1998. Low interest rates
are helping to stimulate construction invest-
ments. The market situation is uneven,
however, both geographically and in terms
of product niches.

There is a continuing trend toward concen-
tration of growth in university cities and
major metropolitan regions. Residential
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construction is increasing somewhat, but
from a very low level. The civil construction
sector is growing, but because a number of
new players are active in this market, prices
are under increasing pressure.

A number of large international civil
construction projects have been postponed
due to financial instability in South East
Asia and Latin America. In addition to the
previous demands for technical and financial
expertise, there are also growing demands
to take into account the importance a project
has for people and the environment.

SKANSKA AND THE COMPETITION
There are about 23,000 construction com-
panies in Sweden. Skanska has approxi-
mately a 15 percent share of the total avail-
able market.

Skanska’s largest nationwide competitors
in the Swedish market are NCC, Peab, JM
and Vigverket Produktion (a unit of the
National Road Administration). In addi-
tion, there are numerous smaller local com-
panies with the resources to compete for
most of the available projects.

The largest construction
companies in Sweden
Sales, SEK bn, 1988

Skanska T 205
NCC 203
Peab 107
JM 35

Source: Skanska.

One new competitive factor is a number of
Nordic construction companies that are
now establishing operations in Sweden. This
group includes Norway’s two largest con-
struction companies, Selmer and Veidekke,
as well as Finland’s largest construction
company, YIT.

SUCCESS FACTORS

Skanska Sweden’s main success factors are
its employees and the Group’s broad collec-
tive competence, which enable the business
area to offer clients services throughout the
value chain. Great energy is being devoted
to human resource development and to
training qualified managers. Recruitment of
young people directly from universities and
institutes of technology is therefore neces-
sary, even though cutbacks are occurring in
other areas.

Design-construct contracts enable Skanska
Sweden to generate greater client benefit.
The business area therefore aims at becom-
ing involved in projects as early as possible,
preferably right from the initial development
stage, then subsequently continue its respon-
sibility for the entire project into the after-
market stage. This working method enables
everyone involved to think in a life cycle cost
and environmental perspective. A modern

IT system supports this working method.

The business area’s holdings of buildable
land, gravel pits and quarries, asphalt plants
and concrete mixing plants plus prefabricated
building element factories are of great
strategic importance and comprise an im-
portant part of its operations.

OPPORTUNITIES AND THREATS
With its new organizational structure,
Skanska Sweden has sharply increased its
client focus and thereby improved its
competitiveness. As part of its process of
change, it has also updated and streamlined
its quality control, environmental, working
environment, accounting and construction
management systems. All units will be en-
vironmentally certified and most of them
also quality control certified under this
system no later than the year 2000.

The ongoing task of developing new
residential products will result in more cost-
effective homes.

The political will to invest in buildings
and other facilities is of great importance to
future markert trends.

International economic conditions affect
the Skanska Sweden business area, because
most of its clients in the private business
sector are dependent on exports.

PROSPECTS FOR 1999

Low interest rates and an anticipated in-
crease in domestic demand are expected to
have a positive impact on both residential
and other building construction during
1999, Construction investments are expected
to increase by a total of about five percent.

Skanska Sweden will continue its invest-
ments in land for residential construction at
a rapid pace, while further intensifying its
marketing efforts. The focus on growth re-
gions will gradually increase, and the busi-
ness area’s orientation will increasingly shift
toward projects developed for Skanska’s
own account and aftermarket assignments.

The number of residential projects devel-
oped for Skanska’s own account is expected
to increase by 40 percent to about 2,000
housing starts.

The new strategy, completion of restruc-
turing measures and the new organizational
structure are expected to result in signifi-
cantly improved earnings during 1999.

Share of the business
area’s net sales, %

Business Development Division 12
Skanska Residential Construction Division 11
Skanska Commercial Buildings Division 27
Skanska Northern Sweden Division 6
Skanska Road Construction Division 29
Skanska Asphalt and Concrete Division 7
Skanska Underground Construction

and Bridge Division 8
Skanska International Civil Engineering 7
Total - S 100



THE DEVELOPMENT OF THE SWEDISH TELEVISION (SVT) DRAMA PRODUCTION
BUILDING IN STOCKHOLM, WITH AP-FASTIGHETER (THE REAL ESTATE UNIT
OF THE NATIONAL PENSION INSURANCE FUND) AS THE OWNER, WAS ONE
EXAMPLE OF SKANSKA'S STRATEGIC FOCUS ON WORKING CLOSELY WITH

THE CLIENT AND THE END USER TO DEVELOP PROJECTS TAILORED TGO CLIENT
NEEDS. IN THE BUILDING'S TV STUDIOS, ONE OF THE TV PROGRAMS UNDER

PRODUCTION IS THE MYSTERY SERIES *ANNA HOLT," STARRING PETRA NILSSON.




Skanska Europe includes the Group’s established Finnish and Danish

domestic markets; its developing markets in Norway, Poland and Great

Britain; as well as the Group's other building and civil construction

operations in Europe outside Sweden. The business area's building

‘component companies in the kitchen, flooring, roofing and window

sectors have sizable market shares, especially in Western Europe.

Skanska Europe is also responsible for the Group's project manage-

ment assignments outside Sweden in the building construction field.

SKANSKA EUROPE

ITIZED MARKETS

Skanska Jensen AS » Skanska Oy * Skanska A/S + Skanska International Construction * Skanska Polska

Skanska UK * Components and Services (Kahrs, Poggenpohl, Essmann, Elit Fonster)

Percentage of capital employed

32%

Percentage of net sales

28%

BUSINESS ORIENTATION
The goal of Skanska Europe is to utilize its
knowledge of local markets to strengthen and
enhance the Group’s position as a leading
European company in the fields of construc-
tion-related services and project development.

Aside from its Finnish and Danish
“domestic” markets, the business area will
establish new domestic markets beginning
in Great Britain, Norway, Switzerland and
Central Europe.

It is also investing resources in an effort
to position Skanska as an attractive partner

Skanska Europe

for clients with operations and business ties
in several European countries.

The establishment of new domestic mar-
kets, where Skanska is viewed as a local
player, has higher priority than project exports.

RESULTS IN 1998

Operating income in 1998 was higher than
in 1997. Improved earnings in Finland,
Denmark, Great Britain and Central Europe
offset sharp earnings declines in Africa and
in the building component group’s kitchen
operations, as well as somewhat lower
earnings in Russia.

MARKETS AND IMPORTANT EVENTS
Finland
Finland showed continued strong growth in
both building and civil construction. Skanska
Qy, which is now wholly owned by Skanska,
was able to further strengthen its position as
one of Finland’s leading construction com-
panies. After acquiring the construction and
project development operations of Finland’s
Polar Group in the late summer of 1998,
Skanska Oy is also Finland’s second largest
construction company. The transaction with
Polar also gave Skanska Oy access to land
that may be utilized for new development
projects.

Among Skanska Oy’s current projects are

Total Construction Components

- 1908 1997 1998 1997 1998 1997

Netsales, SEKM 18560 13493 12781 8026 5779 5467

Operating income, SEK M 370 368 177 108 193 250

Income after financial items, SEK M 238 265 160 135 78 130

Operating margin, % 20 27 1.4 13 33 46

Return on capital employed, % 7.1 83 12.3 13.5 5.1 68
Cash flow from the year's operations, SEKM 245 1,018

Average number of employees 15,101 13,279 9717 78569 5384 5,420
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the Helsinki-Lahti highway and the Lintu-
lahti residential project in Helsinki. Net sales,
SEK M: 5,466.% Average number of
employees: 2,212.*

Denmark

The Danish construction market was stable,
with some growth especially in the Copen-
hagen and the surrounding Oresund straits
region. Skanska Jensen is continuing to
show a positive trend. Major assignments
include the Lundegdrden residential project
in Copenhagen and new construction at
Kolding Storcenter, a shopping mall on the
Jutland peninsula of western Denmark. Net
sales, SEK M: 3,788.% Average number of
employees: 2,192.*

Norway

The construction market in Norway weak-
ened during 1998, Skanska’s operations are
focusing primarily on increased regional
growth and the development of commercial
and residential properties. One step toward
establishing Norway as a Skanska domestic
market was taken through the acquisition
of the construction company Aadney in
Stavanger, western Norway. Nef sales,

SEK M: 676.% Average number of
employees: 139.*

Great Britain

The British construction and real estate
market is continuing to grow, although the
rate of increase has slowed. Skanska’s col-
laboration with the construction company
Costain, which involves large projects, re-
sulted among other things in an office and
residential project in Uxbridge worth more
than SEK 900 M. Net sales, SEK M: 446.%
Average number of employees: 136.*

* Refers to the Group as a whole.
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SKANSKA HAS BUILT THREE SHOPPING CENTERS AND A NEW HOME

FURNISHING STORE FOR IKEA IN CENTRAL EUROPE. ONE OF THEM IS

LOCATED . T OUTSIDE PRAGUE. IT IS A LARGE SHOPPING COMPLEX
EASILY REACHED BY CAR AND SUBWAY. TOM HUSELL, HEAD OF IKEA IN
THE CZECH REPUBLIC, IS IN CHARGE OF THE COMPANY'S OPERATIONS

IN ONE OF EUROPE'S FASTEST-GROWING MARKETS,




Poland

The Polish construction market is continu-
ing to expand vigorously. During 1998, it
grew by 15 percent, with an emphasis on
commercial properties in major cities. The
market is still primarily dominated by foreign
investors. In Warsaw, Skanska has success-
fully established itself as a leader in project
development. The third phase of the Atrium
Business Center was completed during 1998
and a fourth phase has begun. The construc-
tion of an IKEA home furnishing store in
the Polish capital also began during 1998.
In addition, Skanska has begun developing
residential properties in Poland. Net sales,
SEK M: 356.% Average number of
employees: 711.%

Russia

The serious economic crisis in Russia also
severely impacted the construction and real
estate market. In spite of this, Skanska was
able to continue most ongoing projects. One
interesting new assignment involves the con-
struction of an IKEA store outside Moscow.
Other new assignments include a residential
project in Moscow and an industrial plant
in Novgorod. Net sales, SEK M: 1,429.%
Average number of employees; 1,296.*

OTHER MARKETS
Other Central European markets — the Czech
Republic and Hungary — as well as the three
Baltic countries are continuing to expand,
while the German market weakened during
1998. In Hungary and the Czech Republic,
the construction of new IKEA stores contin-
ued. In Budapest, Skanska Europe also began
a completely new project in partnership with
Skanska Project Development and Real Estate:
the West End Business Center, with a total
of 130,000 sq m (1.4 million sq ft) of space.
African operations were reviewed during
1998, and a major restructuring was imple-
mented to improve profitability.

COMPONENT COMPANIES

Skanska has decided in principle to divest its
holdings in the business area’s building com-
ponent companies. Their performance during
1998 varied. Kihrs’ flooring operations are
growing at the same pace as the market.
Together with the French parquet manufac-
turer Marty, which Skanska acquired early
in 1999, Kihrs is the leading manufacturer
of wooden flooring in Europe. Essmann
managed to maintain its leading position in
roofing and smoke protection systems in
Germany and France. The Poggenpohl
Group was adversely affected by the weak
market situation in Germany, which led to
cutbacks and continued restructuring. Elit
Fénster is undergoing an extensive program
of change which will involve a new organi-
zational structure and sizable cost savings.

* Refers to the Group as a whole.

30

SKANSKA AND THE COMPETITION
The largest construction
companies in Finland
Sales" in FIM M, 199_@4: ]

oo - 69
Lemminkainen 43
Skanska Oy 412
NCC Puolimatka 24

" According to Finnish accounting standards. Total sales.
2) Including Polar for the period September-December 1998.

Source: Skanska

The largest construction
companies in Denmark
SalesV in DKK M, 1987

NCC Resmussen & Schiotz 30
Monberg & Thorsen 28
Skanska Jensen 26
Hejgaard & Schuliz 25

1 According to Danish accounting standards.

Source: Byggindustrin.

SUCCESS FACTORS
Skanska Europe’s growth strategy is based
on the Group’s strong base of knowledge,
experience and financial resources. Its em-
ployees’ experience in managing and running
projects in different countries and in highly
varied environments is another important
factor when it comes to transferring knowl-
edge to new markets in an efficient way.
This applies both to project know-how and
expertise in various fields of technology.
This growth strategy makes heavy demands
on managers and executives. The business
area is therefore operating its own program
to create more effective exchanges of experi-
ence berween individuals and units. For the
same reason, the task of recruitment to
senior management positions has received
higher priority.

OPPORTUNITIES AND THREATS
The greatest uncertainty in the next few years
is related to the economic outlook. Sagging
economies lead to a downturn in construction,
In the same way, the construction industry
is quickly affected by changes in interest rates.

The pace of change is very rapid in Skanska
Europe’s various markets. Among other
things, there is a clear trend — both ameng
major construction companies and clients —
roward putting increasing emphasis on the
ability to manage projects, while the actual
construction work is performed by subcon-
tractors.

Tough competition has also led to profit-
ability problems for many companies. This,
in turn, has caused many medium-sized
companies to look for new owners or seck
mergers with larger companies. For Skanska,
with its strong financial base, this may mean
attractive business and expansion oppor-
tunities. The business area is therefore rein-
forcing its organization by adding manage-
ment and coordination departments that
can take advantage of these opportunities.

PROSPECTS FOR 1999
The market outlook varies greatly in Skanska
Europe’s fields of operations and markets.

In Denmark and Finland, plus the three
Baltic countries, Poland, the Czech Republic
and Hungary, continued growth is expected.
The market for new contracts in Russia is
unclear.

The trend in the Norwegian and German
markets is expected to remain weak. In Great
Britain, civil construction investments will
decrease, while demand for commercial
properties is expected to be stable.

For commercial property projects in par-
ticular, the ability to contribute to financial
solutions is of great importance.

During 1999, Skanska Europe will adapt
its organizational structure to the goal of
creating profitable growth and new domestic
markets. Operations in Poland and Great
Britain are being strengthened with additional
resources. A concurrent effort is also under-
way to develop exports of project and con-
struction management assignments.

Earnings of Skanska Europe are expected
to increase during 1999.

Presented below are selected financial highlights from
some of the larger companies in Skanska Europe,

Skanska Jensen AS 1998 1997
Net sales, SEK M 4093 3,150
Operating income, SEK M 70 -20

i

Order backlog, Dec. 31, SEK M 2680 2417 ‘
Average number of employees 5552 5229
') Of which, operations in Africa SEK =40 M.

_Skanska Oy —— Eﬁ‘? 159_7_ f
Net sales, SEK M 6820 3008 |
Operating income, SEK M 185 122
Order backlog, Dec. 31, SEK M 6346 5391
Average number of employees 3434 1943
Skanska inlernational Conslruclion 1998 1997
Nel sales, SEK M 1,444 1,089
Qperating income, SEK M 52 -4
Order backlog, Dec. 31, SEK M 1,101 1,269
Average number of employees 6568 537
Kahrs - 1998 1997
Metsales, SEKM 1735 1,507
Operating income, SEK M 204 185
Order backlog, Dec. 31, SEK M 200 145
Average number of employees 1772 1,839
Poggenpo_rll ) 1998 1997:
Net sales, SEK M 2246 2161
Operating income, SEK M 16 116
Order backlog, Dec. 31, SEK M 337 272
Average number of employees 2123 2,168
Essmann 1998 195'1:
Net sales, SEK M 1,160 1,092
Operating income, SEK M 68 76
Order backlog, Dec, 31, SEK M 180 135
Average number of employees 738 719
Elit Fénster ) 1998 1997
Net sales, SEK M N 638 616
Operating income, SEK M 16 -5
Order backlog, Dec. 31, SEK M 52 47
Average number of employees 742 693




THE NEW TERMINAL AT THE AIRPORT IN BUDAPEST, HUNGARY WILL
MAINLY SERVE INTERNATIONAL AIRLINES, WHICH HAVE NOW MOVED
FROM AN OLD TERMINAL TO MODERN NEW PREMISES WITH A HIGH
LEVEL OF COMFORT AND CAPACITY. SKANSKA DEVELOPED THE NEW

TERMINAL IN PARTNERSHIP WITH CANADIAN INVESTORS.
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The business area is responsible for collaborating with other Skanska

units to identify, launch and develop real estate and infrastructure projects

in Sweden and other countries. The operations of the business area also

include management and improvement of Skanska's real estate holdings

as well as responsibility for the Group's shareholdings in a number of

other listed real estate companies.

SKANSKA PROJECT DEVELOPMENT AND REAL ESTATE
MEETING THE NEEDS OF THE MARKET

Skanska Project Development Sweden * Skanska Project Development Europe * Skanska Real Estate Stockholm

Skanska Real Estate Gothenburg * Skanska @resund * Skanska BOT Projects

Percentage of capital employed

Percentage of net sales

BUSINESS ORIENTATION

Skanska Project Development and Real Estate
develops projects in which added-value is
generated in several stages. Its strengths lie
in the Group’s collective resources and
competence in project development, project
management, leasing, construction and
property management,

Skanska Project Development
and Real Estate

Total
] ) 1908 1997
Net sales, SEK M 1,265 1,316
Operating income, SEK M 1,685 780

Income after financial items, SEKM 1,375 545

Return on capital employed, % 203 100
Cash flow from the

year's operations, SEK M 457 407
Average number of employees 211 218
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Its goal is to initiate profitable projects and
earn a good return on capital invested in
properties and infrastructure. The business
area shall also take active steps to ensure
that the Skanska Group continues to evolve
as a profitable and creative company, with
construction-related services and project
development as its core operations.

The business area seeks a high turnover
in its property portfolio. Among other things,
this means that fully developed properties
are sold when the right market conditions
exist.

MARKET ORGANIZATION

Operations of the business area are organized
in three project development units — Sweden,
Europe and BOT (Build, Own/Operate,
Transfer) Projects and three real estate com-
panies: Stockholm, Gothenburg and @resund.
Development of commercial real estate is
currently underway in Stockholm, Gothen-
burg and Malmé, Sweden, as well as in
Copenhagen, Denmark; Warsaw, Poland;
Prague, Czech Republic; Budapest, Hungary;
and Munich, Germany. The business area
markets such BOT projects as roads, air-
ports, harbors and hydroelectric power
stations in various international markets.

STRATEGY
Project development operations focus pri-
marily on initiating, developing and running
commercial real estate and infrastructure
projects. Large projects are handled by the
project development organizations, while
property management companies are
responsible for smaller renovation and
upgrading projects.

Most of the business area’s property
holdings consist of commercial space in

major metropolitan regions, predominantly
office buildings, while the development of
new projects is focusing mainly on office and
retail space projects.

In deciding whether to divest a property,
Skanska continuously compares current
market value with the current value of each
property’s future earnings capacity.

The business area pursues active environ-
mental work. Among other things, this
strengthens its competitive position in rental
markets.

RESULTS IN 1998
The year’s operating income, SEK 1,585 M,
was higher than in 1997.

During 1998, the business area completed
projects with a book value of SEK 412 M.
It sold properties primarily in Malma,
Gothenburg and Stockholm with very good
capital gains — totaling SEK 1,167 M.

The operating net of its investment prop-
erties was lower than in 1997, among other
things due to the divestment of properties.

MARKET VALUE OF

INVESTMENT PROPERTIES

During 1998, the business area carried out
an internal appraisal of the market value of
its investment properties. This assessment
was partly based on collaboration with out-
side appraisers. As of December 31, 1998,
the market value of these properties was
estimated at SEK 11.6 billion, of which SEK
0.2 billion was Skanska’s share in partly
owned properties. The corresponding book
value totaled SEK 6.4 billion.

IMPORTANT EVENTS
During 1998 the business area approved the
start of construction of new projects with



SKANSKA DEVELOPED ATRIUM PLAZA IN WARSAW, POLAND, INCLUDING
OFFICES, RESTAURANTS AND STORES, INTO AN IDEAL MEETING PLACE
FOR PEOPLE, GREAT CARE WAS TAKEN IN TERMS OF THE ENVIRONMENT,

TECHNOLOGY AND COMFORT.
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an aggregate 90,000 sq m (970,000 sq ft) of
leasable space and a total investment amount
of SEK 1.5 billion. These new projects in-
cluded office buildings for Ericsson Hewlett-
Packard Telecommunications in Stockholm
and Gothenburg, the Haga Porten office
building project in Stockholm, the Barkarby
shopping center outside Stockholm, a new
office building for Skanska in Malmé, Phase
IV of Kalvebod Brygge in Copenhagen,
Denmark and Phase I of the West End Busi-
ness Center in Budapest, Hungary. In addi-
tion, the business area signed an agreement
to collaborate with the Piren real estate
company in constructing the Fisketorvet
shopping center in Copenhagen. Early in
1999, the project was sold to Piren.

In Finland, the first stage of the Helsinki-
Lahti motorway went into service in Decem-
ber 1998, three months earlier than planned.
The road is financed by tolls and will be
owned and operated by a private consortium
in which Skanska is a part-owner.

In Mozambique, Skanska is participating
in the consortium that won a tender compe-
tition to build and operate a new harbor in
Maputo.

Among the year’s investments in new
building rights and properties were the Atrium
Center in Warsaw, Poland; Bredovsky Dviir
in Prague, Czech Republic; and the West
End Business Center in Budapest, Hungary.
The total building rights consisted of
70,000 sq m (750,000 sq ft).

OPPORTUNITIES AND THREATS
During 1998, most markets continued to
develop positively in terms of rent levels and
property prices.

A feared slowdown in growth in a number
of markets may, however, mean a decline
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in demand for commercial space and conse-
quently a slower growth in rents. However,
continued low interest rates should mean
that today’s strong interest in real estate
investments will continue.

As for privately financed infrastructure
projects, a continued increase in interest is
noticeable in many markets.

SUCCESS FACTORS
Successful project development presupposes
close familiarity with local markets. Deci-
sions on new projects are therefore based on
a knowledge of tenants, local market condi-
tions, product and technical developments,
competitors and financing alternatives.
Most projects developed over the past few
years have been fully leased even before
ground-breaking, which has enabled the
business area to greatly limit its risk-taking.
In some markets, however, it has begun
projects without full leasing at the time of
ground-breaking because local commercial
conditions were considered favorable.
Because it has its own property portfolio,
which is continuously being renewed, Skanska
has a good knowledge of the rental market.
This, in turn, is of vital importance when
deciding both on new projects and the
divestment of properties.

SKANSKA AND THE COMPETITION
The business area’s most important competi-
tors in the Swedish market are the largest
real estate and construction companies, that
is, AP Fastigheter, Castellum and Diligentia,
along with JM and NCC. As for large projects
outside Sweden, the business area competes
with ten or so other internationally active
construction companies as well as with local
and regional market players,

PROSPECTS FOR 1999

The outlook for 1999 is generally expected
to remain bright. Opportunities to initiate
new real estate projects in the business
area’s prioritized markets are favored by
continued strong demand for newly con-
structed high-quality commercial space in good
locations. A total of about 200,000 sq m
(2.2 million sq ft) is being considered for
ground-breaking during 1999,

Despite an expected slowdown in eco-
nomic growth in both Sweden and Denmark,
rent levels have continued to rise. Rental
markets in Central Europe remain stable, but
falling rent levels can be expected in Poland
because of a slight cooling of economic
growth, combined with balance in the rental
market.

Developments during 1999 in the real
estate market are more difficult to assess.

A number of countries in Asia are grappling
with financial problems. The same applies
to Russia, Brazil and certain other countries
in Latin America. To what extent this affects
the global economy in general and Western
and Central Europe in particular is difficult
to foresee.

Conditions in most real estate markets
have rarely been better. Low interest rates
and vacancy levels, along with strong in-
creases in rents combined with economic
growth are important fundamentals. Interest
in direct real estate investments remains
heavy, which means potential for continued
high activity when it comes to property
divestments.

The market for BOT projects is charac-
terized by continued high activity, The busi-
ness area is currently discussing about ten
such projects. A few of them should result
in contracts during 1999.



Geographic breakdown of rental value

Stockholm 45%i|

@resund 23%
Gothenburg 14%
Europe 18%

Rental value by category of space

Office 70%
Retail 12%

Residential 2%
Other categories 16%

Investment properties
Investments, divesiments
and capital gains

SEKM

4,000

3,000

2000

1,000

—Capital gains

Capital gains
|

1996 1097 1098
Il Investments
 Divestments
Investment properties, December 31, 1998, on an annual basis
Number  Leasable Rental Maintenance, Real Property Yield Rental
of area revenues, Operating adaptation estate Ground admini-  Operating Book on book value
SEKM properties 000 sqm 1998 expenses to tenants tax rent stration surplus value value, % 19991
Stackhalm 35 449 536 48 70 a4 49 1 324 2297 141 547
@resund 37 308 239 43 52 15 2 12 116 1,660 T4 279
Gothenburg 20 2986 168 34 18 8 0 12 86 867 99 173
Europe 4 93 160 4 0 1 3 9 143 1,630 8.7 214
Total ‘ ' 96 1,0%6 3 1,093 129 140 58 54 44 668 --6",559 10;5- 1,213
Central company and
_ business area overhead 42
Operaling net after
central overhead on annual basis 626 9.8
Added back to adjust
for acquisitions and divestments 69
.Oparrailing” net after central
overhead according to income statement 695 10,9
1) The sum of contracted rent and estimated market rent for unleased space.
Expiration year of leases, Project operations
investment properties 1998
Percentage of
ff;it_a__”ﬂf“,"ﬁ_, o Sweden Other Europe Total Completed projects, SEK M R Current projects, SEKM
1999 g 7 8 Book value, December 31, 1998 412 Estimated book value on completion
2000 23 19 22 Estimated operating net, fully leased 87 Estimated operating net, fully leased
2001 13 9 12 Return on book value, % 16.3 Return on book value, 9%
2002 and later 49 63 52 Economic eccupancy rate, % 76 Econemic occupancy rate, %
Residential 3 2
Parking facilities 4 2 4
Total 100 100 100

—Capital gains

Economic
occupancy
rate, %

92
o4
95
97
23

T o4m

2453
10.1
80
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Properties sold during 1998

Unutilized building rights, December 31, 1998

Sales Book Capital Book values
SEEM _price value o gain 000 sqm o SEK M e 1998 7733_9?7_
Stockholm 175 68 107 Stockholm 170 Investment propertias 6359 6.41 2
@resund 817 308 609 @resund 230 Investment properties
Gothenburg 759 309 450 Gothenburg 110 under construction 1,168 1,047
Europe 210 109 101 Europe 130 Undeveloped land and
Total 1,951 794 Hlis? Total 640 development properties 975 696
Total 3.5.02- 5,-1 55
Completed and current property projects
Leasable Estimated Estimated Economic Estimated Book
space, rental value, operating net, occupancy book value, value
000 sqm fully leased fully leased rate, % completed Dec. 31, 1988
En_r_npleted pl:;]ecls N ) o o -
Gresund 13 19.2 173 85 = 1056
Gothenburg 5 6.8 6.4 100 = 48
Europe 14 449 433 52 - 2569
Total ‘a2 709  e0 76 : T o= 412
Current projects
Stockholm 103 1671 148.5 85 1,588 660
Dresund 30 50.2 44.1 62 363 177
Gothenburg 26 39.7 353 100 364 119
Europe 8 173 16.4 0 109 22
Total 167 274.3 2453 80 ' 2,424 o78
'Al'orlalde“t')'rn.plé'le& élna cuﬁeﬁl ;:rope;-‘tv pro;ecls 7 1,390.
of which, investment properties on December 31, 1998 (renovation projects) a3
of which, investment properties under construction, December 31, 1998 1,168 §
of which, development properties, December 31, 1998 129 K
Total construction cost Investment properties
of current property projects,
including completed projects, SEK M SEKM 1998 1997
Book value T o 63691 6412
3,500~ - Rental revenues 1,204 1,951
3000L ] i of which, interest subsidies 1 6
i Operating net before central overhead 737 775
2,500 | Central company and business area overhead 42 61
2,000} | Operating net after central overhead 695 714
i i Return on book value, % 109 111
1500 | 1 Leasable space, 000 sqm 1,076 1,188
1,000} | 4 Residential 33 72
| Retail 109 136
ol Office 568 553
1995 1997 1998 Other categories 366 497
Economic occupancy rate, % 93 94
Total

B of which, completed

The business area's properties

'} After eliminating intra-Group profits, SEK 218 M.

For alist of the business area's propertiss and current projects, see pages 74-77.
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UPPLANDS VASBY, OUTSIDE STOCKHOLM, IS A MUNICIPALITY THAT IS
WELL KNOWN FOR ITS EXCITING ARCHITECTURE. SKANSKA'S PROPERTY
THERE IS CENTRALLY LOCATED, IN AN ATTRACTIVE AREA WITH HEAVY
FOOT TRAFFIC. IT CONTAINS A NUMBER OF STORES ON THE GROUND
FLOOR. JONAS MALMBERG IS ASSISTANT STORE MANAGER AT KONSUM
KORPKULLA, A CONSUMER COOPERATIVE GROCERY THAT IS ONE OF

SKANSKA'S TENANTS.
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For many years, Skanska's strategy has included systematic efforts to

develop projects and properties, thereby generating realizable value-

added. This value-added is generated by developing new real estate

projects, upgrading existing properties and developing properties that

have been acquired through exchange transactions. Divestment of fully

developed properties is also an important element of this strategy.

HOW SKANSKA REPORTS ITS REAL ESTATE PORTFOLIO

Unlike a pure property management com-
pany, in its project development operations
Skanska can combine resources, expertise
and experience from a number of different
fields — traditional property management,
construction of new buildings, renovation
of older properties for new uses, a broad
network of client and market contacts and,
not least, a strong financial base. To some

Where in Skanska’s balance sheet?

A READER’S GUIDE

extent, successful development operations
require that Skanska should own properties
that have development potential or can be
exchanged for other properties.

Even after the distribution of Drott to the
shareholders, Skanska’s property portfolio
remains substantial. These holdings include
properties of varying kinds. They include
buildings leased to outside tenants, buildings

under construction, development properties,
business properties for Skanska’s own
operations and the Group’s own industrial
plants, gravel pits and quarries, as well as
undeveloped lots.

Below is a general description of the
components of Skanska’s property portfolio
and where they are found in the income
statements, balance sheets and notes.

Where in Skanska's income statement?
Revenues, operations and
maintenance, improvement measures

Type of property

Properties in the real estate business

Investment properties
This category consists of properties that Skanska owns and manages — for example residential
buildings, office buildings and other commercial properties, The users/tenants are mainly
outside clients. The holding may be long-term, even if all properties are for sale in principle,
provided that the prices and other terms are deemed favorable, In many cases, Skanska
undertakes various upgrading measures in order to increase the value of a property.

Investment properties under construction
This category consists of buildings that have not been completed, but which Skanska intends
to own and manage for a long pericd.

Development properlies
This category includes vacant lots as well as other properties or buildings that at some later
date will be used for construction or will be renovated, sold or otherwise developed in
Skanska's business operations.

Other buildings and land

Business properties
This category mainly consists of all Group facilities for the production of concrete elements,
windows and floors as well as asphalt and concrete mixing plants, gravel pits and quarries.

Current-asset properties

Current-asset properlies
This category consists of properties that already have a buyer or that Skanska believes it can
sell within about a year. This may apply, for example, to single-family homes or other residential
developments, where the homes are successively completed and put on sale over a period of
time.
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and depreciation during
the period of ownership

Part of ‘Real estate operations" under
the heading "Property management”.
See Note 1.

Part of ‘Real estate operations”
under the heading "Other real estate
operations”. See Note 1.

Part of "Real estate operations”
under the heading ‘Other real estate
operations”, See Note 1.

Included in "operating expenses”.

Included in “operating expenses”.

Upon divestment

Net capital gain is included under the
heading “Gain on sale of properties”.

Net capital gain is included under the
heading “Gain on sale of properties”.

Net capital gain is included under the
heading “Gain on sale of properties”.

Included among operating income and
expenses.

Included in gross income,
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In January 1999, Skanska sold the Kalvebod Brygge 39 project in Copenhagen, Denmark to Germany's Landesbank Kiel. The project, consisting of an office building totaling
8,000 sq m (86,000 sq ft), had been developed by Skanska Project Development and Real Estate, with the Danish subsidiary Skanska Jensen as the contractor. The sales price
was SEK 186 M. The book value of the property on December 31, 1998 was SEK 134 M. In the 1999 financial statements, the capital gain vill consequently be reported as SEK

52 M, which is equivalent to about 40 percent of book value.

Figures in the balance sheet

Skanska Project Elimination
Skanska Skanska Skanska Development and of intra-Group
o B - o USLA - ,,E,"Epf 7____S_wed!en Real_Estarlar R sales eic;
I;roipertinesiin real estate ;p:aho:; - .'vnvestmen!pmp_erges_ - 62 6,578 -218
Investment properties
under construction 1,210 -42
Development properties 32 984 -9
Other buildings and land Business properties 171 1,388 520 20
Current-asset properties Current-asset properties 168 1,114 1,321
Current-asset properties
Skanska Skanska Skanska Total
SEKM usAa Europe Sweden 1998
Gain on sale ' .
(included in gross income) 17 28 161 206

Total
1998

6420

1,168
1,007
2,099
2603

Total
‘[997

6703

1,009

868
2,604
1,301
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FIVE-YEAR GROUP FINANCIAL SUMMARY"

SEKM

Income statements
Net sales
of which, outside Sweden, %
Operating income after depreciation
Construction operations
Industrial operations
Property management
Other real estate business
Sale of properties
Share of income in associated companies
Writedowns/reversals of writedowns
ltems affecting comparability
_ Other business
Operating income
Financial items . .
Income after financial items
Taxes
Minority interest in income
Net profit for the year

Statements of changes in financial position
Cash flow from the year's operations

Net investments

Cash flow after investments

Dividend etc.

Change in net indebtedness 2

1998

63,936
68

998
193
580

-199

1,066
684
—14

1,033

—242

4,376

)
4,825

-1,9656
78
2,782

-707
208
-479
~1,057
-1,536

Pro forma
1997

49,677
62

492
252
581
-14
423
674
8
-944
-676
796

9316

10,112
-2.864
-122
7126

3018
10,456
13,474
-5,761

7713

Pro forma

40244
54

432
288
642

31
667
524

51

=213
2,422
1748
4,170
-578
-174
3,418

1,539
-3573
-2,034

-399
-2.363

1996

590
262
1,721

778
534

~1,023
-7992
2,118
8930
11,048
-3,145
-381
7,522

3462
9614
13,076
-6,277
6,799

- 1998

45849
47

549
288
1,658
30
697
454
51

-213
3,514
1397
4,841
-716
-968
3,857

2416
~4,541
-2,125

~759
-0884

1995

37754
39

3,097

1 8

2,573
-692
-971
1,610

1,271
-1,684
-313
262
=h]

1994

31,709

34

2,559
721

3,280

-349
-94
2,837

1,494
1,077
2,571
-269
2302

1 The years 1996 and 1997 are stated on a pro forma basis, excluding Drott and with JM deconsolidated. For the years 1996, 1997 and 1998, the percentage of completion
method was applied in contracting companies, whereas 1994 and 1995 were reported according to the completed contract method, Other changes in accounting principles

have been taken into consideration in comparative years.
2 A reduction in net indebtedness has been stated with + and an increase with -
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SEKM

Balance sheets
Properties in real estate operations
Shares and participations

Other fixed assets

Interest-bearing receivables
Non-interest-bearing receivables

Current-asset properties

Bank balances and short-term investments

Shareholders' equity
Minority interests

Interest-bearing liabilities and provisions
Non-interest-bearing liabilities and provisions

Balance sheet total
Interest-bearing net indebtedness

Average number of employees

Financial ratios etc.

Dividend per share, SEK

Net profit/loss per share, SEK
Equity per share, SEK

Return on shareholders' equity, %
Return on capital employed, %
Equity/assets ratio, %
Debt/equity ratio

Interest cover

! Proposed by the Board of Directars.

2 Excluding the distribution of Drott, amounting to SEK 45 per share.

DEFINITIONS
Interest-bearing net indebtedness
Net profit per share

Equity per share

Return on shareholders' equity
Return on capital employed

Equity/assets ratio
Debt/equity ratio

Interest cover

Operating net on properties

Yield on properties
Number of shares outstanding

Pro forma Pro forma
1998 19o7 1996 1997 1996 1995
8,697 8,680 8,703 20,445 20,089 20,162
7157 6,695 8019 6,003 7044 4,325
6,773 6,681 6,342 6,658 6,434 2,799
2,372 2,090 1,917 2,187 2,032 . 2,143
13,876 11,090 9,971 12,081 11,106 7823
2,603 1,301 1,150 2,138 1,630 1,410
3,505 2,653 1,247 3,086 3,171 3,639
13519 11,817 10,297 16917 15,396 12,246
271 161 102 2,065 1,605 1,438
78556 5,085 11,319 10011 16,740 13,363
23,238 21,837 15,631 23,616 17866 15,244
44,883 33,690 3-7,349 52,598 51,506 42,291
1,978 442 8,165 4738 11,637 7581
39,246 35,035 34,228 37240 36,724 32,728
12,001 11.002 10.00 11.002 10.00 500
244 59.4 271 62.7 30.6 128
1187 1038 81.8 1486 1223 972
220 64.4 392 46.6 278 14.1
270 543 26.5 38.1 20.2 156.1
30.7 30.8 278 36.1 328 324
0.1 0.0 0.8 0.2 0.7 0.6
85 175 5.6 1.6 4.4 26

Interest-bearing liabilities including pension liability minus liquid assets and interest-bearing receivables.
Net profit for the year divided by the average number of shares.
Visible shareholders' equity divided by the number of shares.
Income as a percent of average visible shareholders' equity.
Operating income, financial revenues and net participations in associated companies, as a percentage of average
capital employed. Capital employed is visible shareholders' equily plus interest-bearing liabilities.

Visible shareholders' equity including mincrity interest, as a percentage of total assets.
Interest-bearing net indebtedness divided by visible shareholders' equity including minority interest. ;
Operating income, financial revenues and net participations in associated companies, divided by financial expenses. |
Rental revenues and interest subsidies minus operating, maintenance and administrative expenses plus real estate
tax. Ground rent is included in operating expenses.
Operating net as above, divided by year-end book value.
1997-1998: 113,864,968, 1993-1996: 125,923,860.

1994
18,338
5,255
2,576
1,142
8,069
1312
6,078

10,6562
532
14,750
16836
42,770
7530

28,868

375
225
84.6
300
171
26.1
0.7
35
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REPORT OF THE DIRECTORS

NOTE TO THE READER

Because of the distribution of Drott and the
reclassification of JM from a subsidiary to
an associated company, pro forma accounts
for 1997 have been drafted as if these
changes had taken place on January 1,
1997. All comparative figures refer to the
pro forma accounts unless otherwise stated.

STRUCTURAL CHANGES

AND IMPORTANT EVENTS

Strategy and organizational structure

The results of the far-reaching strategy

review conducted late in 1997 and early in

1998 were announced in January. Skanska’s

strategy includes:

— A focus on core operations, that is,
building and civil construction-related
services as well as project development
and real estate.

— Continued restructuring transactions.

— Increased internationalization and devel-
opment of new “domestic” markets.

— Divestment of non-core assets, with the
resulting freed-up resources being invested
in the continued development of core
operations.

As part of this strategy, the Group established
a new organizational structure on February 1.
It consists of the Skanska Sweden, Skanska
Europe and Skanska USA business areas —
which all operate in construction-related
services — plus the Skanska Project Develop-
ment and Real Estate business area.

Acquisitions
During May, the Group acquired the re-
maining 30 percent of Skanska Oy from
that company’s management. In August,
Skanska Oy acquired the construction opera-
tions of the Finnish construction and real
estate group Polar, with annual sales of about
SEK 1.8 billion and about 1,150 employees.
The agreement also includes options to pur-
chase land from Polar for development pur-
poses, in order to increase the scale of the
company’s project development operations.
The acquisition of three building and
civil construction companies in the United
States was completed in early April. Tide-
water Construction Co. (Virginia), CDK
Contracting Co. (New Mexico) and Nielsons
Inc. (Colorado) were purchased from the
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British-based Hanson Group. The acquisition
also gave Skanska 66 percent ownership of
Bayshere Concrete Products Inc., a company
on the U.S. East Coast working with pre-
fabricated concrete elements. On an annual
basis, the acquired companies have sales
totaling nearly SEK 2 billion. Late in
December, Skanska signed a letter of intent to
acquire 70 percent of Karl Steiner Holding
AG, which is Switzerland’s largest company
in construction-related services and project
development, with operations also in France
and in the Middle and Far East. In 1997 the
company had net sales of about SEK 4 billion.
In addition, Skanska signed a letter of intent
to acquire 67 percent of the shares in the
Argentine construction company SADE
Ingenieria y Construcciones S.A. SADE is
the second largest construction company in
Argentina, with annual sales of about SEK
3.2 billion. The company has operations
throughout South America. Aside from
Argentina, it has current assignments in
Brazil, Chile, Peru and Venezuela.

Structural change

The Annual Meeting of Shareholders in
Skanska AB on April 29 approved the dis-
tribution of all shares in the subsidiary
Drott, with a book value of about SEK 3.1
billion, to Skanska’s shareholders. This
decision means that shareholders in Skanska
received one Series A or B share in Drott,
respectively, for each Skanska Series A or B
share held. The Series A and B shares in
Drott have been quoted on the O list of the
Stockholm Stock Exchange since September
24, 1998. The price of a Series B share on
the day of introduction was SEK 68, equiva-
lent to a market capitalization of about SEK
7.7 billion for Drott. According to an advance
ruling issued by the Revenue Board, the
dividend is exempt from both dividend and
withdrawal tax. About SEK § billion was
previously transferred to the shareholders in
the form of a share redemption in 1997.

Divestment of non-core assets

Skanska sold its remaining shareholding in
Sandvik in mid-March. The sale yielded a
capital gain of SEK 646 M before taxes.
During June, the Group sold all its timber-
land assets and related business. The sale
price totaled about SEK 1.4 billion, with a

capital gain of about SEK 1.1 billion. The
transaction is conditional upon necessary
approvals by public agencies.

Scancem

In conjunction with the European Commis-
sion’s investigation of Skanska’s stake in
Scancem from a competition standpoint, in
which the Commission also raised questions
about the formation of Scancem and that
company’s position in the Nordic cement
market, in October Skanska submitted a
settlement proposal. In this proposal, as the
largest shareholder in Scancem, Skanska
undertook to procure Scancem’s divestment
of its Finnish cement operations or implement
another comparable restructuring of its
cement operations. Skanska also undertook
to divest its sharcholding in Scancem within
an 18-month period. In November, the
European Commission approved the settle-
ment proposal. Skanska and the other
principal owner of Scancem — the Norwegian-
based company Aker RGI - reached agree-
ment early in 1999 to pursue a coordinated
process in order to divest the two companies’
respective shareholdings in Scancem. In
doing this, the two principal owners will
seck to ensure that the other shareholders in
Scancem are also offered the opportunity

to divest their shares in the company on the
same terms. During 1998, Skanska’s stake
in Scancem increased to a total of 40.4
percent of capital stock and 49.7 percent of
voting power in the company.

M

During 1998, the Group evaluated its stake
in JM. As a result of this process, Skanska
decided to remain as the principal share-
holder in this company. To clarify Skanska’s
structure and simplify analysis of Skanska’s
operations, and to strengthen JM’s position
as an autonomous listed company,
1,250,000 of Skanska’s Series A shares in
JM were reclassified to Series B shares.
After this, the Group owns an unchanged
27 percent of all shares in JM, while Skans-
ka’s voting power in JM is reduced from 57
percent to 45 percent. As one effect of this
change, JM is no longer reported as a sub-
sidiary, but as an associated company.



Change of ownership in Skanska

In late September, Industrivirden and Inter-
IKEA Finance S.A., together purchased all of
Custos’ shares in Skanska. After the acquisi-
tion, Industrivirden is the largest sharehold-
er in Skanska from the standpoint of voting
power, with a stake equivalent to 29.9 per-
cent of the votes and 7.4 percent of the
capital stock in the Company. Inter-IKEA
Finance S.A.’s stake is equivalent to 10.1
percent of the votes and 2.5 percent of the
capital stock in Skanska, making Inter-IKEA
Finance S.A. the second largest shareholder
in the Company from the standpoint of
voting power.

Rulings in aircraft leasing cases

In June 1998 the Supreme Administrative
Court of Sweden issued rulings on two air-
craft leasing cases in which Skanska has
ownership interests. For Skanska and the
other co-owners of the limited partnership
companies that had been subjected to audits,
the rulings mean that the depreciation deduc-
tions already made, which had been approved
in earlier adjudication, have now been
declared invalid.

The rulings in the cases that have now
been decided have no impact on the income
of the Skanska Group, because the necessary
provisions had been made in earlier accounts.

Together with the other plaintiffs, the
industrial groups Stora Enso and Sandvik,
Skanska petitioned for a rehearing of these
two cases. The rehearing petition is based,
among other things, on interpretation issues
concerning the underlying lease agreements.
It is uncertain when a ruling on the rehear-
ing petition can be expected.

The Group is part-owner of another three
limited partnerships with similar operations,
in which the examination of tax matters has
been suspended while awaiting the rulings
that have now been issued. These cases are
not identical with the two cases now decided,
and their outcome is therefore difficult to
foresee. To cover the entire estimated effect
on income of a ruling that might invalidate
the deductions also in these three still pending
cases, Skanska has made a provision of SEK
586 M in the consolidated accounts.

Provision for restructuring

measures and project risks

Of the total of SEK 1,500 M set aside in the
1997 consolidated accounts, which included
SEK 1,126 M for restructuring of operations,
SEK 274 M in provisions for project risks
and SEK 100 M in provisions for the Halland
Ridge project, during the year SEK 1,450 M
was withdrawn to cover expenses. Most of
the unused SEK 50 M set aside in the con-
solidated accounts consists of the remaining
provision for the Halland Ridge project.

High-speed rail link to JFK Airport

In mid-April, the Group landed one of its
largest order ever, for a new light rail system
connecting the terminals at John F. Kennedy
International Airport in New York City

to two railroad stations elsewhere in the
New York borough of Queens, a distance
of 13 kilometers (8 miles). This order was
obtained together with the Canadian train
manufacturer Bombardier Transit Corpora-
tion. Skanska’s share is equivalent to an
order sum of about SEK 5 billion and is re-
lated to the design and construction portion
of the project.

EVENTS AFTER THE END

OF THE FINANCIAL YEAR

Early in February, Skanska acquired the
French wooden flooring company Parquets
Marty S.A. The company is the leader in the
French parquet market. Its annual sales are
about SEK 700 M and there are about 500

employees.

MARKET

On the whole, the Group’s building and
civil construction operations benefited from
good market growth and good order book-

Order bookings and
order backlog by business area

Order bookings Order backlog

SEKM 1998 1997 1998 1997
Sweden 22625 91726 14293 14074
Europe 186566 15203 11,1256 10,029
USA 38860 22021 43050 27642
Total " B0,50 58,950 68398 51,745

ings during 1998. In Finland and the United
States, the overall construction market was
strong. In Denmark and in the major urban
regions of Central Europe where Skanska
has operations, market trends were positive.
In Sweden, construction investments in-
creased in all sectors. Swedish residential
construction, however, remained at a histor-
ically low level. In Russia, political and eco-
nomic instability is adversely affecting the
construction market. For Skanska’s building
component companies, the German market
remained weak during the year. In the
Swedish rental market, there was strong
demand for housing and commercial space
in the three largest metropolitan regions.
Meanwhile the Swedish real estate market
attracted heavy investment interest.

ORDER BOOKINGS

AND ORDER BACKLOG

During 1998, the Group’s order bookings
rose 36 percent to SEK 80,150 M (58,950).
Skanska USA and the construction portion
of Skanska Europe accounted for the largest
increases, 77 and 32 percent respectively.
Of the year’s order bookings, 28 percent
(37) were in Sweden. The increase included
currency rate effects of about SEK 2,000 M
(2,500). This effect was related mainly to
Skanska Europe and Skanska USA, due to
the higher value of the Finnish mark, the
Danish krone and the U.S. dollar against the
Swedish krona. For comparable units, the
increase in order bookings was 28 percent.
At the end of 1998, order backlog stood at
SEK 68,398 M (51,745). Of this, 19 percent
(24) was in Sweden, Of the increase, about
SEK 1,800 M (3,600) consisted of currency
rate effects. For comparable units, the
increase was 33 percent.

Order bookings by business area, 1998

USA 49 (37) %
Sweden 28 (37) %
Europe 23 (26) %
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NET SALES

Net sales during 1998 totaled SEK 63,935
M (49,577), an increase of 29 (23) percent.
The increase included currency rate effects
of SEK 1,200 M (1,700). Of net sales, 32 per-
cent (38) were in Sweden. For comparable
units, the increase was 20 percent. The in-
crease in sales was primarily attributable to
the Skanska USA and Skanska Europe busi-
ness areas, with sales growth of 59 and

38 percent, respectively, while net sales of
the Skanska Sweden business area rose by
5 percent. The Group’s net sales have more
than doubled since 1994.

EARNINGS

Operating income amounted to SEK 4,376
M (796). For comparable units, income
amounted to SEK 4,285 M. Gross income
of SEK 5,837 M (4,879) included SEK 206
M (87) in capital gains on the sale of cur-
rent-asset properties (short-term real estate
projects developed by Skanska). Gross in-
come also included writedowns of current-
asset properties totaling SEK 55 M (19).
Skanska’s share of income in associated
companies comprised SEK 684 M (674),
most of which came from the listed associated
companies Scancem, JM, Norrporten and
Piren. Operating income included SEK
1,033 M (-944) in items affecting compara-
bility. In 1998, this consisted of a capital

Net sales and invoiced sales outside Sweden
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gain of SEK 1,090 M from the divestment
of the Group’s timberland assets and related
business operations, plus a loss of SEK 57
M on the divestment of the Kymmen hydro-
electric power plant. Divestments of proper-
ties in real estate operations yielded capital
gains of SEK 1,266 M (423). Most of these
gains were related to the sale of properties
in Gothenburg and Malmé, Sweden. The
book value of properties in real estate
operations that were sold during the year
amounted to SEK 784 M (1,161), of which
SEK 109 M was related to divestments out-
side Sweden. Skanska carried out net write-
downs of SEK 14 M in real estate operations,
whereas in 1997 it had made SEK 8§ M
worth of net recoveries in writedowns. The
writedowns were exclusively related to
properties in the real estate operations of
Skanska Sweden.

Income after financial items amounted to
SEK 4,825 M (10,112).

Net financial items amounted to SEK
449 M (9,316). This included SEK 646 M
(9,126) in capital gains on shares sold, con-
sisting of gains from the divestment of the
remaining portion of the Group’s holding in
Sandvik.

Dividend income fell, after Skanska’s
previously implemented divestments of non-
core shareholdings, from SEK 363 M to SEK
57 M, while net interest items improved to

Net sales, operating income and
income after financial items by business area

SEK ~197 M (~289). Net interest items were
favorably affected by lower average net in-
debtedness and lower interest rates, among
other factors.

Net profit for the year totaled SEK 2,782
M (7,126), while net profit per share declined
from SEK 59.4 to SEK 24.4.

The year’s comparatively high tax expense,
41 percent (28) of consolidated income after
financial items, is mainly explained by a
provision for tax cases related to depreciation
deductions in partly-owned limited partner-
ships engaged in aircraft leasing,

PROPERTIES IN
REAL ESTATE OPERATIONS
The Group’s overall real estate operations,
that is, properties in the real estate opera-
tions of the Skanska Project Development
and Real Estate and Skanska Sweden busi-
ness areas, showed a stable operating income
of SEK 580 M (581) for property manage-
ment. The operating income for other real
estate operations declined from SEK -14 M
to SEK ~122 M. The decline in earnings was
attributable to increased activity in project
development operations, in which a large
proportion of incurred expenses are charged
to income on a current basis.

Operating net for investment properties
amounted to SEK 720 M (792), while yield
on book value was 11.2 percent (11.8). The

Income after

Operaling income financial items

MNet sales

SEKM 1998 1997
Sweden 99677 21598
Europe 18,660 13,493
USA 24,472 15410
Project Development and Real Estate 1,265 1,316
Total 66,974 51,747
Stock portfolio management

Items affecting comparability

Listed associated companies

Other and eliminations -3,039 =2.170
Total 63,935 49,577

- 717979? i i 1997 1998 1997
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2,849 1,044 2,594 1,663
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occupancy rate was 90 percent (91) in terms
of space and 93 percent (94) in terms of
rent. Operating net for investment proper-
ties in the Project Development and Real
Estate business area amounted to SEK 695
M (714). Yield on book value was 10.9
percent (11.1). Investments in the develop-
ment of real estate projects affect earnings
in other real estate operations, since a large
proportion of incurred expenses are charged
to income on a current basis.

During 1998 the business area conducted
an internal market appraisal of its investment
properties. This assessment was performed
partly in collaboration with external apprais-
ers. The market value of these properties on
December 31, 1998 was estimated at SEK
11.6 M, with a book value in the consolidated
accounts of about SEK 6.4 billion.

CASH FLOwW

Cash flow from operations totaled SEK
-707 M (3,018). After net investments, cash
flow totaled SEK 479 M (13,474).

Cash flow
SEKM 1998 1997
Cash flow fom
the year's operations =707 3018
Investments ~-4,075 -4,194
Divestments 4,303 14,650
Net divestments 228 10,456
Cash flow after
investments -479 13,474

The deterioration in cash flow from opera-
tions, SEK 3,725 M, was mainly attributable
to the payment of SEK 2,200 M in tax related
to the sale of Sandvik shares in 1997,

plus disbursements related to restructuring
expenses and lower dividend income from
Skanska’s shareholdings. For individual
business areas, cash flow from opcrations
improved in the Skanska Sweden, Skanska
USA and Project Development and Real Estate
business areas, while cash flow declined in
the Skanska Europe business area.

CAPITAL SPENDING

The Group invested SEK 4,075 M, while
divestments totaled SEK 4,303 M. Net
divestments for the year totaled SEK 228 M
(10,456).

Investments and divestments
SEKM - 1998 1997

Investments
Properties in real

estate operations -1,163 -1,029
Current-asset properties, net —-896 -163
Shares and participations =374 -1904
Acquisition of Tidewater and Polar =531
Qther fixed assets, net -1,111  -1,088
Tolal investments -4075  —4,194
Divestments
Properties in real

estale operations 2,050 1,684
Forest and hydroelectric power 1,474
Shares and participations 779 12,306
JM and Pandox 670
Total divestments 4303 14650
Net divestments 298 104568

Current-asset properties, that is, short-term
real estate development projects, increased
in scale in all construction business areas
and totaled SEK 896 M (163) on a net basis.

Investments in shares and participations
consisted mainly of purchases of additional
shares in Scancem and participation in the
new share issue in Pandox Hotellfastigheter
AB. “Other fixed assets” included investments
in business properties, that is, properties
that the Group uses in its operations, and
investments in machinery and equipment.
Major divestments during the year included
SEK 2,050 M worth of properties in real
estate operations, SEK 1,474 M for the
divestment of Skanska’s forest and hydro-
electric power operations plus the divestment
of its shareholding in Sandvik.

STOCK PORTFOLIO
The market value of the Group’s listed share-
holdings amounted to SEK 9,600 M (11,340),
with a book value of SEK 6,780 (6,374) M
in the consolidated accounts. This included
holdings reported as associated companies
(Scancem, JM, Norrporten, Piren and Rorvik
Timber). The market value of these holdings
amounted to SEK 8,518 M, with a book
value of SEK 6,373 M in the consolidated
accounts. The market value of other shares
in listed companies (SKE, Pandox, Costain
etc.) amounted to SEK 1,082 M, with a
corresponding book value of SEK 407 M.
The shareholding in Scancem was increased
to 40.4 percent (39.2) of capital stock and

49.7 percent (48.1) of voting power in the
company. Without changing the Group’s
percentage of ownership, Skanska partici-
pated in the new share issue in Pandox. The
final portion of the Group’s shareholding in
Sandvik was sold during the year. After
reclassification of 1,250,000 of Skanska’s
Series A shares in JM to Series B shares, its
holding in JM amounted to 27 percent of
capital stock and 45 percent of voting power,

FINANCING AND LIQUIDITY

The Group’s loan financing is primarily
related to its real estate operations, where it
is normally considered possible to adjust
rental revenues to interest rate changes only
in a medium-term perspective. In light of
this, Skanska believes it achieves risk neutral-
ity with a fixed-interest period of 2.5 years
on its net indebtedness. The Group’s financial
policy allows deviations from this fixed-
interest period within established limits. The
fixed-interest period of net indebtedness is
adjusted continuously, among other things
by using derivative instruments.

Net indebtedness including provisions
increased by SEK 1,536 M to SEK 1,978 M
(442).

The Group’s net interest items improved
to SEK =197 M (-289), however, due to
lower average net indebtedness as well as
lower market interest rates during 1998
compared to 1997,

The Group’s interest-bearing assets rose
to SEK 5,877 M (4,643). Of these, receiv-
ables in foreign currencies accounted for
58 percent (64). The average fixed-interest
period for all interest-bearing assets was 0.5
year (0.5), and the interest rate amounted to
4.4 percent (5.2).

The Group’s interest-bearing liabilities
and provisions increased to SEK 7,855 M
(5,0835), of which SEK 3,925 M (871) were
short-term and SEK 3,930 M (4,214) long-
term. The average fixed-interest period for
the Group’s interest-bearing liabilities
amounted to 1 year (1.5) at the end of 1998,
while average maturity for the Group’s
interest-bearing liabilities was 2 years (3.5).
The average interest rate for all interest-
bearing liabilities amounted to 5.4 percent
(6.1) at year-end, and the proportion of loans
in foreign currencies rose to 82 percent (51).
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Pension liabilities totaled about SEK 2,000
M (1,800), with an interest rate of 4.9 per-
cent (3.7).

At year-end, the Group had unutilized

credit facilities at the Parent Company level
totaling SEK 2,972 M (5,530).

EXCHANGE DIFFERENCES

The Group’s financial policy includes mini-
mizing risk exposure in foreign currencies.
The assets and liabilities, respectively, of
subsidiaries in foreign currencies should
thus be balanced as far as possible. In addi-
tion, Skanska’s shareholdings in foreign
subsidiaries are hedged by means of for-
ward contracts and borrowing in foreign
currencies. In the Group’s operations, the
flow of goods and services across national
boundaries, like the currency flows related
to them, is on a limited scale. As a basic
rule, however, such contracted or budgeted
currency flows for the next 6-9 months
shall be hedged. Exchange differences dur-
ing 1998 amounted to SEK 24 M (5). Posi-
tive translation differences of SEK 159 M
which arose from the consolidation of the
financial statements of foreign subsidiaries
were offset, taking into account tax effects,
against exchange losses on loans corre-
sponding to these investments.

DIVIDENDS
Dividend revenues, excluding dividends
from companies that are reported according

Return on equity and capital employed
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to the equity method of accounting, totaled
SEK 57 M (363).

RETURN
Return on equity decreased from 64.4 per-
cent to 22.0 percent, while return on capital
employed declined from 54.3 percent to
27.0 percent,

Excluding the sale of financial assets and
items affecting comparability, return on capital
employed amounted to 18.3 percent (12.0).

EQUITY/ASSETS AND
DEBT/EQUITY RATIO

The equity/assets ratio was largely un-
changed at 30.7 percent (30.8), while the
debt/equity ratio rose from 0.0 to 0.1

SHAREHOLDERS®' EQUITY

During 1998, aside from the regular cash
dividend, Skanska distributed all shares in
the subsidiary Drott AB, with a book value

of SEK 5,098 M in the consolidated accounts.

At year-end 1998, the shareholders’ equity
of the Skanska Group amounted to SEK
13,519 M (11,817), divided into SEK 5,177
M in restricted equity and SEK 8,342 M in
unrestricted equity. Proposed provisions to
restricted equity amounted to SEK 0 M (0).

CHANGES IN THE BOARD

AND MANAGEMENT
Before the 1998 Annual Meeting of Share-

Equity/assets and debt/equity ratio
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holders, Melker Schérling, Gustaf Douglas
and Carl-Olof Ternryd had declined re-elec-
Meeting elected Roger Flanagan and Finn
Johnsson as new Board members. On the
same day, at the initial Board meeting fol-
lowing its election by the Annual Meeting,
the Board appointed Bo Rydin as its new
Chairman and Sven Hagstrémer as Vice
Chairman. An extraordinary meeting of
shareholders on October 26 elected Clas
Reuterskiold as a new Board member. On
the same date, Sven Hagstrémer and Christer
Gardell resigned from the Board.

In connection with the 1998 Annual
Meeting, there were also changes among
the Board members appointed by the trade
unions as employee representatives. Bo
Holmberg, Swedish Union of Supervisors
(Ledarna), resigned from the Board and was
replaced by Nils-Erik Pettersson. Skanska’s
Chief Counsel, Einar Lundgren, was ap-
pointed effective from July 1 as a member
of Group Management as well as Secretary
of Skanska APB’s Board of Directors.

THE WORK OF THE BOARD

During 1998, the Board of Directors held
five regular meetings plus an initial meeting
following its election. In connection with its
November 1998 meeting, the Board visited
the Oresund Bridge construction site in
southern Sweden. In addition to its regular
meetings, the Board held four extra meetings.
In November, the Board adopted a new pro-
gram for its work in compliance with new
regulations in the Swedish Annual Accounts
Act. The program includes written instruc-
tions on the division of labor between the
Board and the President. The program will
be revised and adopted annually.

YEAR 2000 READINESS DISCLOSURE
The audit of operationally critical informa-
tion technology (IT) systems that Skanska
implemented during 1997 resulted in activi-
ties that are planned for completion during
the first half of 1999. Their status is being
reported on a continuous basis to the man-
agement team in every company and to the
manager of Skanska’s 2000 Project. The
project has been allotted the necessary
resources to implement modifications and
replacements of administrative and opera-



tionally critical systems. Work is underway
to identify and analyze the systems built
into buildings and facilities -~ “embedded”
systems, Skanska is requiring that its suppliers
be year 2000-ready. Purchasing procedures
have therefore been supplemented to ensure
that no contracts are signed without a year
2000-readiness clause.

RESEARCH, DEVELOPMENT

AND THE ENVIRONMENT

In 1998, the Skanska Group invested SEK
250 M in research and development. Skanska
Teknik AB is a gathering point for the
Group’s technical expertise and provides a
base for transfer of experience. It supplies
the business areas with expert consulting
services in selected fields of technology,
including the environment.

The Skanska Group participates in na-
tional research programs that pursue devel-
opment work in fields that are strategic for
the Group, such as infrastructure technology,
more efficient construction, wooden struc-
tures, indoor environment, global environ-
mental issues and the streamlining of con-
struction processes with the aid of IT.
Skanska also participates actively in seven
European Union-financed research projects.

All business areas pursue development
work related to the products, methods and
processes that form the basis of their busi-
ness operations. Construction systems are
developed jointly by Skanska’s contracting
and industrial companies in Denmark,
Finland and Sweden. Substantial method-
ological and process development work
occurs in the planning and construction
phases of major building and civil construc-
tion projects.

The Group has made extensive efforts to
increase its level of knowledge in the envi-
ronmental field. The goal is that all operat-
ing areas shall have introduced an environ-
mental management system during 1999,
which will lead to environmental certifica-
tion of every operating unit.

Skanska takes advantage of research and
development work to raise the level of tech-
nological know-how in the Group. It in-
tends to create an alternative career path for
talented engineers. A number of experts at
Skanska are now doctoral students at uni-
versities and institutes of technology, with

the goal of earning a higher academic
degree. Leading Skanska engineers are also
affiliated with universities as adjunct profes-
sors. At the end of 1998, about 20 individuals
were participating in this type of activities.

PERSONNEL

The average number of employees in the
Group during 1998 was 39,246 (35,035).
This included 24,280 (19,705) employees
working outside Sweden.

To support the task of achieving its busi-
ness goals, for some years Skanska has
worked with a human resource development
model in which individual planning discus-
sions are a central activity. Such discussions
take place with most Group employees. Other
support activities have also been implemented
in order to develop working methods based
on management by objectives.

As part of Skanska’s recruitment of future
managers and specialists, it completed a
trainee program for undergraduate engineer-
ing students and started a new one during
1998. Swedish units of the Group also hired
about 130 young employees with university
degrees.

Skanska implemented a number of
activities to support its internationalization
- language training, international introduc-
tion programs, international management
development programs etc.

In connection with the environmental
certification process, Skanska carried out
large-scale training programs in this field. In
addition, a number of employees underwent
training for supervisors and training in
Skanska’s core competencies.

Other fields in which Skanska carried
out large-scale training programs were com-
puters and quality control.

Eight internal one-year management pro-
grams with a total of 230 participants took
place during 1998. Eighty of the participants
also attended an internal Development and
Assessment Center.

During 1998, Skanska implemented a
women’s mentorship program aimed at in-
creasing the number of women managers in
the company.

OUTLOOK FOR 1999
The outlook in the American construction
market remains good. Civil construction

investments are expected to increase sharply
during 1999. No clear signs of the feared
slowdown in office and industrial space in-
vestments is yet visible in the order bookings
of Skanska USA, where operations are ex-
pected to show strong growth and a positive
trend of earnings during 1999 as well,
Building and civil construction investments
in Sweden are expected to increase during
1999, but are still relatively low in a historical
perspective. The restructuring measures. im-
plemented in Skanska Sweden during 1998
and higher volume in project development
are expected to have a positive impact on
1999 earnings. In Finland, the rate of in-
crease in construction investments is expected
to slow, but another surge in residential
construction is expected during 1999. The
effects of the merger with Polar, as well as
higher project development volume, are
expected to have a positive impact on the
earnings of Skanska Oy. In Denmark, the
construction market is expected to cool,
mainly because a number of large infra-
structure projects have now been completed.
The Group’s real estate and project develop-
ment operations are expected to benefit
from continued good demand for commer-
cial space and homes in the local markets
where these operations are concentrated.

PARENT COMPANY

After taxes and allocations, the Parent
Company reported a net profit of SEK 124 M
(9,124). Unappropriated earnings amounted
to SEK 6,805 M (11,702). The average
number of employees during the year was
127 (156).

DIVIDEND POLICY
AND DIVIDEND

The Board of Directors of Skanska adopted

a new dividend policy. Under this policy, the
Company’s annual dividend will be equivalent
to 35435 percent of the Group’s sustained
profit after taxes as estimated by the Board,
or a minimum of five to six percent of the
Group’s adjusted shareholders’ equity as
estimated by the Board. The Board proposes
a dividend of SEK 12.00 (11.00) per share,
equivalent to a total of SEK 1,366 M (1,252).
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ACCOUNTING AND VALUATION PRINCIPLES

ANNUAL ACCOUNTS ACT, NEW
DEVELOPMENTS, PRINCIPLES OF
CONSOLIDATION ETC.

Annual Accounts Act and

industry recommendation

The annual report has been prepared in
compliance with the provisions of the
Swedish Annual Accounts Act. It has been
adapted to the industry-wide principles stat-
ed by the Swedish Construction Federation.
The annual report complies with the Feder-
ation’s recommendation that revenue recog-
nition in contracting operations take place
on a percentage of completion basis.

New developments

The following changes have occurred:

— share of income in associated companies
according to the equity method of
accounting is distributed among three
income items in the income statement:
operating income (referring to share of
income after financial items), taxes and
minority interests,

— share of income in Swedish partnerships
and limited partnerships is included in its
entirety in gross income,

— in the Parent Company accounts, the re-
porting of Group contributions complies
with statement of the emergency task
force of the Swedish Financial Account-
ing Standards Council,

— the published annual report presents in-
formation about Skanska’s holdings in
various companies and about the number
of employees and their wages and salaries
in abbreviated form. Complete informa-
tion can be found in the version of the
annual report that is submitted to the
Swedish Patent and Registration Office.

Pro forma accounts

Because of the distribution of Drott and the
reclassification of JM from a subsidiary to
an associated company, there is no compa-
rability with the official consolidated ac-
counts for 1997, For this reason, compara-
tive figures are provided in pro forma
accounts for 1997 which are based on the
assumption that the distribution of Drott
and the reclassification of JM had occurred
on January 1, 1997. In both the pro forma
accounts and the official accounts for 1997,
adjustments were made for the changes in
accounting principles stated in the preceding
section.

Principles of consolidation

The consolidated financial statements en-
compass the accounts of the Parent Company
and those companies in which the Parent
Company, directly or indirectly, has a deci-
sive influence. This normally requires owner-
ship of more than 50 percent of the voting
power of participations. In those cases
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where participations are intended to be
divested within a short time after acquisition,
the company is not consolidated.

Skanska has applied Recommendation
No. 1 of the Swedish Financial Accounting
Standards Council in drawing up its consol-
idated financial statements. Shareholdings
in Group companies have been eliminated
according to the purchase method of ac-
counting.

The principles for the translation of the
financial statements of foreign subsidiaries
comply with the draft recommendation of
the Swedish Institute of Authorized Public
Accountants (FAR). In the case of certain
real estate companies operating in countries
where the functional currency is other than
the local currency, translation has occurred
from financial statements prepared in the
functional currency. In the consolidated
financial statements, the income statements
of foreign subsidiaries have been included at
the average exchange rate for the year and
their balance sheets at the year-end exchange
rate (current method). The change in initial
shareholders’ equity due to the shift in ex-
change rate from prior years is reported as
a translation difference in a note under
“Shareholders’ equity.” In cases where a
loan corresponding to the investment has
been taken out for hedging purposes, the
exchange rate adjustment in the loan taking
into account tax effects has been offset
against the translation difference.

Associated companies

Associated companies are defined as compa-
nies in which Skanska’s share of voting
power amounts to a minimum of 20 percent
and a maximum of 50 percent, and where
ownership is one element of a long-term
connection. Associated companies are nor-
mally reported according to the equity
method of accounting. Because the report-
ing of participations in partly owned part-
nerships and limited partnerships, including
foreign counterparts, usually already com-
plies largely with the equity method in the
accounts of each owner company, no ad-
justment occurs when drawing up the con-
solidated accounts.

Consortia (joint ventures)

Companies that were established to carry
out specific contracting projects together
with other construction companies are con-
solidated according to the pro-rata (or pro-
portional) method of accounting.

Receivables and liabilities

in foreign currencies

Receivables and liabilities in foreign curren-
cies have been valued at the exchange rate
prevailing on the balance sheet date or the
exchange rate according to forward contracts.

Offsetting of balance sheet items

The offsetting of receivables against liabili-
ties occurs only in cases where legislation
permits offsetting of payments. The offset-
ting of deferred tax liabilities in one compa-
ny against deferred tax claims in another
company presupposes, aside from agree-
ment in terms of time periods, that there is
an entitlement to tax equalization between
the companies.

INCONME STATEMENT

Net sales

The year’s project revenues, deliveries of
materials and merchandise, divestments of
investment properties, rental revenues and
other operating revenues that are not re-
ported separately on their own line are re-
ported as net sales.

Project revenues are reported according
to the percentage of completion method, in
compliance with the recommendation of the
Swedish Construction Federation on rev-
enue recognition of contracting assign-
ments. This means that operating income is
reported successively as a project accrues
over time, instead of being listed as a bal-
ance sheet item until the project is complet-
ed and a final financial settlement with the
client is reached.

The sale of investment and development
properties is normally reported as a revenue
item in the year when a binding agreement
on the sale is reached.

Construction and property

management expenses

Construction and property management ex-
penses include direct and indirect manufac-
turing expenses, loss provisions, bad debt
losses, warranty expenses and real estate
taxes. They also include depreciation on
fixed assets used for construction and prop-
erty management. Skanska applies straight-
line depreciation based on the estimated ser-
vice life of the assets.

Selling and administrative expenses

In conformity with an industry-wide recom-
mendation from the Swedish Construction
Federation, selling and administrative ex-
penses are reported as one item. This in-
cludes customary administrative expenses,
technical expenses and selling expenses, but
also depreciation of goodwill and of ma-
chinery and equipment that have been used
for sales and administration. Depreciation
of goodwill has been based on individual
examination (10-20 percent annually on ac-
quisition cost). For goodwill etc. that arose
from the acquisition of Skdne-Gripen, a de-
preciation rate of 5 percent is applied.

Expenses for operating leases

Information on expenses for operating leas-
es includes contracts with remaining fees of
at least SEK § M.
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Research and development expenses
Research and development expenses are not
capitalized, but instead are reported in the
same year that the expenses occur.

Share of income in associated companies
Share of income in associated companies is
apportioned in the consolidated income
statement among “Operating income™
(share of income after financial items),
“Taxes” and “Minority interests.” Share of
income in partnerships and limited partner-
ships, including their foreign counterparts,
are reported in their entirety except for a
small number of participations in limited
partnerships that are reported among net fi-
nancial items,

Separately reported operating expense items
Three items are separately reported: “Items
affecting comparability,” “Writedowns/re-
versals of writedowns” and “Gain on sale
of properties.” Only divestments, write-
downs and reversals of writedowns on
properties that belong to the Group’s real
estate operations are separately reported.

Taxes on profit for the year

Taxes based on net profit and wealth are re-

ported as “Taxes on profit for the year.”
Deferred tax liabilities are estimated on

the basis of the applicable tax rate in each

respective country.

Earnings of acquired companies
Companies acquired during the year are
consolidated from January 1, unless the ac-
quisition occurred late in the year. Accrued
earnings on the acquisition date are sub-
tracted under the item “Earnings of ac-
quired companies.” In compliance with
Recommendation No. 1 of the Swedish Fi-
nancial Accounting Standards Council, in
certain cases the acquisition of another
company’s net assets is treated as the acqui-
sition of a company.

BALANCE SHEET

Intangible fixed assets

Intangible fixed assets are reported at acqui-
sition cost minus accumulated depreciation.
In case of a permanent reduction in value,
they are written down to estimated actual
value.

Tangible fixed assets

Tangible fixed assets are reported at acquisi-
tion cost minus accumulated depreciation.
They are written down in case of a perma-
nent reduction in value. The writedown is
reversed when the basis for the writedown
has wholly or partially ceased to exist.

Investment properties
In estimaring the actual value of investment
properties, Skanska has used the prevailing
levels of return required in each respective
market as its basis. Special attention has
been paid to the occupancy situation.

To permit as correct a comparison as

possible between income from property
management and the value of completed in-
vestment properties, completed properties
are not normally reclassified to “Investment
properties” until January 1 of the year after
the year of completion. However, completed
current-asset properties are only reclassified
to “Investment properties” if divestment has
not occurred by the end of the year follow-
ing the year of completion.

Properties constructed by the Group and
booked during the year as completed prop-
erties have been valued in the consolidated
accounts at incurred costs plus a fair pro-
portion of indirect costs.

Interest expenses during the construction
period are not capitalized, but are booked
as expenses in each respective year.

Properties located abroad that are owned
by a Swedish subsidiary have been valued at
the year-end exchange rate of the local cur-
rency. Loans taken out for hedging purposes
are also reported at the year-end exchange
rate.

Financial leasing contracts

In compliance with Recommendation No. 6
of the Swedish Financial Accounting Stan-
dards Council, financial leasing contracts
are reported when the investment is equiva-
lent to at least SEK 50 M.

Financial fixed assets

Financial fixed assets are normally reported
at acquisition cost. In case of permanent re-
duction in value, however, they are written
down. Deferred tax claims are estimated on
the basis of the appropriate tax rate in each
country.

Participations in associated companies
are reported according to the equity method
of accounting. Property-related surplus values
are depreciated at 2 to 4 percent annually.
Surplus value in reporting Skanska’s stake
in the associated company Scancem is de-
preciated according to a previously adopted
depreciation plan at 5 percent annually.

Current assets
Current assets have been valued according
to the lower value principle.

Properties intended to be divested in con-
nection with contracting projects are report-
ed as current assets. The same applies to
participations in property management com-
panies if the properties belonging to these
companies would have been reported the
same way if Skanska owned them directly.

In valuation of inventories, Recommen-
dation No. 2 of the Swedish Financial Ac-
counting Standards Council has been ap-
plied.

Shareholders’ equity

If a revenue item has been reported earlier
in the consolidated accounts than in the ac-
counts of an individual company, due to dif-
ferent valuation principles, it is transferred
from “Unrestricted reserves” to “Restricted

reserves,” taking taxation into
account. '

Group contributions, taxes
attributable to these and share-
holder contributions provided
when receiving Group contribu-
tions are directly reported in the
Parent Company accounts under “Retained

earnings.”

Provisions

Provisions for Pension Registration Institute
(PRI) pension liabilities are calculated by
PRI, based on actuarial principles.

Provisions for deferred taxes on untaxed
reserves have been reported at the applica-
ble tax rate in each country. The corre-
sponding provisions have also been made if
a profit is reported in the consolidated ac-
counts earlier than it is reported at the com-
pany level.

Provisions for deferred taxes on goodwill
resulting from consolidation of Swedish-
based companies have been made at the ap-
plicable tax rate in each country.

Skanska makes provisions for future ex-
penses due to warranty obligations. The es-
timate is based on expenditures during the
financial year for similar obligations or pro-
jected expenses for each project.

Liabilities

Liabilities are normally reported at their
nominal value. In the case of substantial in-
dividual amounts, Skanska applies Recom-
mendation No. 3 of the Swedish Financial
Accounting Standards Council, “Reporting
of Receivables and Liabilities With Respect
to Interest Rate Terms and Hidden Interest
Compensation.”

The difference between an invoiced
amount and unearned project revenue is re-
ported as a liability according to the per-
centage of completion method.

CONTINGENT LIABILITIES

A contract fulfillment guarantee issued by
the Parent Company on behalf of a Group
company is calculated either on the basis of
all or part of the contract sum of each re-
spective assignment, depending on the terms
of the agreement, without being offset
against still unreceived compensation from
the client.

Exchange rates
Swedish kronor per unit of each currency
Year-end Average
exchange rate exchange rate
Suirency Country/zgne 1993 1997 1808 1997
DEM Germany 484 4.41 452 4.41
DKK Denmark 127 116 119 116
FIM Finland 1.60 1.46 1.49 1.47
GBP Great Britain 1366 13.16 13.17 1250
NOK  Norway 108 108 103 108
usb United States 8.09 790 795 7.64
EUR EMU 949 872 893 863
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CONSOLIDATED INCOME STATEMENT

SEKM

Net sales
Construction, manufacturing and

property management expenses
Gross income

Selling and administrative expenses
Share of income in associated companies
Items affecting comparability
Writedowns/reversals of writedowns
Gain on sale of properties

Operating income

Share of income in associated companies
Income from other financial fixed assets
Income from financial current assets
Interest expenses and similar items

Income after financial items

Taxes on profit for the year
Minority interests

Earnings of acquired companies
NET PROFIT FOR THE YEAR
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Note 1998
9 63936
3 -58,098
5,837
4 -4,430
b 684
6 1,033
T -14
8 1,266
9,10, 11,12 4,376
14 -31
15 1,165
16 321
17 -1,006
4,825
19 -1,965
-74
20 -4
2,782

Pro forma
1997

-44,698
4,879

—4944
674
-944
8

493
796

=]
10010
292
-9856
10,112

-2,864
-108
-14
7,126

49577

Legal
1997

T 54847

-48,409
6,438

—4,617
534
-1,023

778
2,118

-1
10,046
306
-1,421
11,048

-3,145
-367
-14
7522



COMMENTS ON THE INCOME STATEMENT

NET SALES

Net sales rose by 29 percent to SEK 63.9
billion. Net sales for 1997 in the compara-
tive figures have been adjusted for the distri-
bution of Drott and the reclassification of
IM to an associated company. Growth con-
tinues to be very rapid. Since 1994 net sales
have more than doubled.

Net sales include the sales of companies
purchased during the year retroactive to
January 1, regardless of when during the
year the purchase occurred. This increases
comparability between years. Tidewater and
Polar are thus included in 1998 sales from
January 1, whereas they were purchased in
April and September, respectively. The de-
velopment of short-term real estate projects,
known as current-asset properties, is reported
on a gross basis. In other words, their
revenues are part of net sales. These opera-
tions are found in the Skanska Sweden,
Skanska Europe and Skanska USA business
areas and increased sharply during 1998.

OPERATING INCOME

Operating income improved to SEK 4.4 bil-
lion (0.8). Gross income included SEK 206
M (87) in capital gains on the sale of cur-
rent-asset properties. Project development
of properties with short throughput times
increased in scale during 1998 and will also
increase during 1999. The reason why these
operations are reported in gross income is
that the projects have a short throughput
time and in most cases are already sold be-
fore construction of the property is com-
pleted. The distribution of capital gains on
these sales can be seen in the table below.

Gains on the sale of short-term
real estate projects (current-asset properties)

Business area, SEKM 1998 1997
Sweden 161 79
Europe 28 8
USA 17

Total 206 a7

In the 1997 accounts, gross income included
SEK 274 M representing the portion of the

provision of SEK 1,500 M for restructuring
measures and project risks related to project
risks. Gross income also includes income
from the day-to-day business in real estate
operations, that is, the management of
properties intended to be held as part of the
more long-term project development opera-
tions conducted by the Project Development
and Real Estate business area. Income from
day-to-day real estate operations can be di-
vided into two parts: day-to-day property
management income and income from other
real estate operations. See the table below.

A few investment properties are also
found in the Skanska Sweden business area.

(For more information, see the division
of the income statement by branch of opera-
tions in Note 1 and “How Skanska Reports
its Real Estate Portfolio” on page 38).

Gain on sale of properties in real estate
operations, SEK 1,266 M, is mainly attribu-
table to property sales in Gothenburg and
Malmao, Sweden.

Selling and administrative expenses,
which also include depreciation of goodwill,
rose by more than 4 percent, or substantially
less than the increase in net sales. Among
the reason for the low increase is the re-
structuring measures implemented in the
Skanska Sweden and Skanska Europe busi-
ness areas during 1998.

“Share of income in associated compa-
nies” includes the listed associated compa-
nies JM, Scancem, Piren, Norrporten and

QOperating income, real estate operations

Rérvik Timber, among others.

Items affecting comparability include
capital gains on the divestment of non-core
assets during 1998: Boxholms Skogar (forest
operations) and Kymmens Kraftverk (hydro-
electric power plant). )

NET FINANCIAL ITEMS

Net financial items amounted to SEK 449
M (9,316). The decrease in net financial
items was due to the 1997 divestment of
most of Skanska’s shareholding in Sandvik.
During 1998, the remaining shareholding in
Sandvik was divested. Net interest items im-
proved as a consequence of lower net in-
debtedness as well as lower interest levels
during the year, compared to 1997.

NET INCOME FOR THE YEAR

Net income for the year amounted to SEK
2,782 M. Accrued net income on the acqui-
sition date in companies purchased during
the year is a negative item in net income for
the year. In 1998, this negative item
amounted to SEK 4 billion, which was
mainly related to previous earnings on as-
sets and liabilities purchased from the Polar
Group in Finland. Taxes on net income for
the year amounted to SEK 1,965 M, equiva-
lent to about 41 percent of income after fi-
nancial items. The relatively high tax bur-
den was due to a provision of SEK 586 M
for tax cases involving partly owned aircraft
leasing companies.

BUSINESS AREA

Project Development

and Real Estate

SEKM ) i 1998
Properly management
Rental revenues, including interest subsidies 1,203
Operating income, properly management 555
Other real estate operations

Rental revenues, including interest subsidies 62
Operating incomne, other real estate operations -137
Gain on sale of properties 1,167
Writedown/reversals of writedowns )
Total o 1,585

1) Refers mainly to adjustments for intra-Group profits.

Sweden Other? Total

1907 tess 1997 1998 1897 1398 1997
1,251 46 58 57 1249 1,366
517 29 40 3 24 580 581
65 32 38 94 104
=31 14 18 1 -1 =122 -14
279 4 160 95 -16 1266 423
I -4 8
780 26 21 99 7 1,710 998
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CONSOLIDATED BALANCE SHEET

Intangible fixed assets

Tangible fixed assets

Properties in real estate operations
Other buildings and land
Machinery and equipment

Other construction in progress

Financial fixed assets

Participations in associated companies
Receivables from associated companies
Other long-term holdings of securities
Other long-term receivables

Total fixed assets
Current-asset properties

Inventories etc.
Inventories

Current receivables

Accounts receivable

Current receivables from associated companies
Other current receivables

Prepaid expenses and accrued revenues

Short-term investments
Cash Vimd bank bqlances

'I_‘_qtal current assets
TOTAL ASSETS
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Note

21

21
21
21
21

99, 94
20
99,95
22

21

26

27

28

1998

1,853

8,697
2,099
2788
33
13,517

6713
173
444
762

8,092

23,462

2,603

1,350

10,036
618
2,749
560
13,963

509
2,996

21,421
44,883

Pro forma
1997

1,616

8,580
2504
2,428
33
13,545

6218
219
477
919

7,833

22,994

1,301

1,255

7652
510
2,178
447
10,787

420
2,133

15,896
38,890

Legal
1997

1,616

00,445
2523
0,486

33

25,487

55625
538
478
084

7525

34,628

2,138
1,259

8,148
514
2,304
521

11,487
451
2,635

17,970
52,598



Pro forma Legal
SEK M Note 1998 1997 1997

SHAREHOLDERS' EQUITY AND LIABILITIES

Capital stock 1,366 1,366 1,366
Restricted reserves 3811 4,455 4,455
Restricted equity 5,177 5,821 5,821
Unrestricted reserves ' ' 5,560 -1,130 3,574
Net profit for the year 2782 7,126 75622
Unrestricted equity 8,342 5,996 11,096
Total shareholders’ equily 29 13,519 11,817 16,917
Minority interests 271 151 2,055
Provisions
Provisions for pensions and similar commitments 30 2,113 1,838 2,162
Provisions for taxes 31 3,083 2,781 3,249
Other provisions 392 2,047 2,506 2,592
7213 7125 8,003
Liabilities
Bond loans 33 479 436 436
Liabilities to credit institutions 33 4986 2314 7028
Advance payments from clients 33 231 20 51
Accounts payable 6,749 4715 5,035
Liabilities to associated companies 33 131 139 149
Tax liabilities 726 92,799 2817
Unearned revenue 34 3,987 3,111 3,141
Other liabilities 33 3,383 3,442 3,618
Accrued expenses and prepaid revenues 3,208 2,891 3,348
23,880 19,797 25,623 -
TOTAL SHAREHOLDERS' EQUITY AND LIABILIMES 35 44,883 38,890 52,598
Assets pledged 36
Mortgages and comparable collateral
for own liabilities and provisions 886 1,091 6,629
Other assets pledged
and comparable collateral 110 298 298
' ' 296 1,389 6,927
Contingent liabilities 37 4,436 3,861 4,771

53



COMMENTS ON THE BALANCE SHEET

During 1998, the balance sheet total rose by
more than 15 percent to SEK 44.9 billion,
while net sales rose by 29 percent. All com-
parisons with 1997 refer to the 1997 pro
forma accounts.

ASSETS

The assets side included a number of items
that had increased in volume since 1997:
intangible fixed assets, current-asset proper-
ties, short-term receivables, short-term
investments and cash and bank balances.

Intangible fixed assets, which mainly
consist of goodwill arising from the purchase
of Skane-Gripen in 1996, increased in con-
nection with the acquisition of the remaining
30 percent of Skanska Oy and now amount
to SEK 1.9 billion. The acquisitions of com-
panies during 1998 in the United States did
not involve any increase in the Group’s
goodwill.

The items making up tangible fixed
assets are shown in a new way this year in
order to present Skanska’s real estate opera-
tions more clearly. One central element of
the Group’s strategy is a focus on the devel-
opment of projects and properties. Invest-
ments in such projects may be both long-
lasting and long-term, but Skanska’s
ambition is to maintain a high turnover rate
by continuously realizing the value of its
fully developed property holdings. In order
to develop properties, Skanska itself must
own a certain proportion of properties with
development potential.

Even after the distribution of Drott and
the reclassification of JM to an asscciated
company, the Group has a large property
portfolio. There are major differences be-
tween the various types of properties in this
portfolio. “Properties in real estate opera-
tions” include investment properties, invest-
ment properties under construction and
development properties. Properties in real
estate operations are divided among the
various business areas according to the fol-
lowing table.
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Reporting of real estate portfolio
Project Development

SEKM  and Real Estate Sweden Dther')__Et_al_
investment

properties 6578 62 -218 6422
Investment

properties under

construction 1210 -42 1,168
Development

properties 984 32 -9 1,007
Properties in real

estate operations 8,772 94 -269 8,597

1 Mainly adjusiments for intra-Group profits.

The residual value of properties in real estate
operations was largely unchanged between
1997 and 1998, but during the year properties
worth large sums changed hands. Investments
in real estate operations totaled about SEK
1.2 billion, for example the Physics Center
in Stockholm, Bredovsky Dvor in Prague,
Czech Republic; and Atrium Plaza in Warsaw,
Poland. The book value of properties sold
during the year totaled about SEK 0.8 billion.

“Other buildings and land” mainly con-
sist of business properties used in the Group’s
own operations. Industrial buildings, ware-
houses, gravel pits and Skanska offices are
examples of business properties. Their dis-
tribution among business areas can be seen
in the table below.

Business properties, SEK M
Business area

Sweden 520
Europe 1,388
USA 171
Other 20
Total ' 2,099

“Other buildings and land” showed a decrease
of SEK 0.4 billion to SEK 2.1 billion. This
was primarily due to the divestment of tim-
berland holdings in Boxholms Skogar and
the sale of Kymmens Kraftverk, a hydro-
electric power plant. Machinery and equip-
ment increased by SEK 0.4 billion to SEK
2.8 billion. Among the reasons for the in-
crease was the acquisition of Tidewater,
which added machinery and equipment
worth large sums to the Group.

Financial fixed assets, which mainly refer
to shares and participations, increased by
about SEK 0.2 billion to SEK 8.1 billion.

This increase was attributable to enlarged
shareholdings in Scancem and Pandox. In
terms of value, the largest holdings are in
the associated companies Scancem, JM,
Piren, Norrporten and Rorvik Timber.
Current-asset properties, which comprise
the Group’s “short-term real estate projects,”
are intended to be sold close to the time of
completion. These operations are under-
going strong expansion and are found in the
construction-related business areas Skanska
Sweden, Skanska Europe and Skanska USA.
Book values can be seen in the table below.

Current-asset properties, SEK M

Business area

Sweden 1,321
Europe 1,114
USA 168
Total 2,603

Short-term receivables increased by nearly
30 percent as a consequence of the increase
in business volume. A large proportion of
the increase is attributable to Skanska’s ex-
pansive U.S. operations.

SHAREHOLDERS’ EQUITY

AND LIABILITIES

The shareholders’ equity of the Group
amounted to SEK 13.5 billion at year-end,
of which SEK 8.3 billion consisted of unre-
stricted equity. Total provisions increased
marginally by SEK 0.1 billion to SEK 7.2
billion. Provisions for pensions rose by SEK
0.3 billion, to some extent due to pension
packages in connection with restructuring
measures undertaken during 1998. Provisions
for taxes rose due to a provision of nearly
SEK 0.6 billion for tax cases related to air-
craft leasing operations. “Other provisions”
declined, due to the withdrawal of portions
of the provisions for restructuring measures.
Liabilities rose by SEK 4.1 billion, with
interest-bearing liabilities accounting for
about SEK 2.5 billion of the increase. Inter-
est-bearing loans increased during the year,
among other things to pay the tax attribut-
able to the 1997 sale of shares in Sandvik.
Non-interest-bearing, volume-related liabili-
ties rose by SEK 1.6 billion.



CONSOLIDATED STATEMENT OF CHANGES
IN FINANCIAL POSITION

SEKM 1998
The year's operations - B
Net profit 2,782
Depreciation and writedowns plus reversals of writedowns 1,506
Net income from assaociated companies —474
Dividends from associated companies 229
Less gain on sale of properties, businesses and participations —-3,1561
Minority interests after taxes 40

Change in working capital

Inventories and interest-free current assets -1,681

Interest-free liabilities and provisions 42
Cash flow from tﬁe year's ﬁp.erat[ons —707
Investments
Investments in properties in real estate operations -1,163
Investments in Group companies® -531
Investments in other shares and participations -374
Net investments in current-asset properties ~896
Net investments in other fixed assets excluding receivables =1,063
Change in long-term non-interest-bearing borrowing and lending -48
Divestments of properties in real estate operations 2,050
Divestments of businesses 1,474
Divestments of shares and paricipations 694
Other divestments 2 85
Net investments . . . - 228
Cash flow after investments =479
Dividend paid —1,262
Share redemption 0
New share issue q
Change in minority interests 48
Other changes 131
Change in net indebtedness 4 ‘ -1-,552"
Interest-bearing borrowing minus lending 2504
Change in cash and bank deposits plus short-term investments : 952
Cash and bank balances plus short-term investments on January 1 2,553
Cash and bank balances plus short-term invesiments 5n D.é;:ember 31 3,505

" Net effect on liquidity of Tidewater ~405 and Folar —126.
2 For 1998, reduction in capital stock in associated companies etc. For 1997, final proceeds of the divestment of shares in Graninge,

: . . 1998 1997

% Translation differences in shareholders' equi’ti)(l p{Dper‘UeE;}J‘ld shares. . - —47
Unpaid investments. 131

Effect of pro forma accounting on shareholders' equity. 419

o : e : f v —

# For 1998, excluding acquired net lending of SEK 16 M.

1997

71926
1,188
-517
9219
-10,034
76

-1,164
6,131
3,018

-1,029

-1,904
-163
~1,191
93
1,684
670
10,089
0,307
10,456
13,474

-1,259
-4971
124
~97
372
7713

6407
1,306

1247
2,553
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PARENT COMPANY INCOME STATEMENT

Netsales
Construction, manufacturing and
property management expenses

Gross income

Selling and administrative expenses
Operating income

Share of income in Group companies
Share of income in associated companies
Income from other financial fixed assets
Income from financial current assets
Interest expenses and similar items
Income after financial items

Allocations

Taxes on profit for the year
NET PROFIT FOR THE YEAR
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Note

8 11,12

13
14
15
16
17

18
19

1008
34

-40
-6

-260
-266

L
49

25

-340
=315

9,608

856
79
-1,024
9.205

34
-47
9,124



Intangible fixed assets

Tangible fixed assets
Buildings and land
Machinery and equipment

Financial fixed assets
Participations in Group companies
Receivables from Group companies

PARENT COMPANY BALANCE SHEET

Participations in associated companies

Receivables from asscciated companies

Other long-term holdings of securities

Other long-term receivables
Total fixed assets

Current receivables
Accounts receivable

Current receivables from Group companies

Other current receivables

Prepaid expenses and accrued revenues

Cash and bank balances
Total current assets
TOTAL ASSETS

21
21

992,93
29
090, 94

99,95
99

27

1998

138

145

12,040
8,642

20,684
20,832

29
29

66
227

293
21,125

335
342

12552
15,595
33

28,190
28,537

13
283
83
385

96

)
29,018
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PARENT COMPANY BALANCE SHEET

SEKM

SHAREHOLDERS' EQUITY AND LIABILITIES

Capital stock

Restricted reserves
ﬁesiricted equity
Retained earnings

Net profit for the year
Unrestricted equity

Totz-:l .r..hi-l-rehu!ders’ equity

Untaxed reserves

Provisions

Provisions for pensions and similar commitments
Provisions for taxes

Other provisions

Liabilities

Bond loans

Liabilities to credit institutions

Accounts payable

Liabilities to Group companies

Liabilities to associated companies
Other liabilities

Accrued expenses and prepaid revenues

SHAREHOLDERS’ EQUITY AND LIABILITIES
Assets pledged

Contingent liabilities

58

29

30
31
32

33
33

33

37

1,366

488
1,854
6,681

124
6,805
8,659

959

942
111
208
1,262

478
341
15
9318
10

12

71
10,245
21,125

34

21,227

1997

1,366
488
1,854
2578
9,124
11,702
13,556

939

870
107
166
1,143

436
316
13
12,556

51
13,380
29,018

11,058



PARENT COMPANY STATEMENT OF CHANGES
IN FINANCIAL POSITION

SEKM _ 1998 1997
The years operations B S
Net profit 124 9,124
Depreciation and writedowns 249 1,221
Less gain on sale of shares and participations 0 -9,291
Change in untaxed reserves 20 G
Change in working capital

Non-interest-bearing current receivables 325 17

Non-interest-bearing operating liabilities and provisions 61 36
Cash flow from the year’s operations . 779 1,141
Investments
Investments in shares and participations -6,496 -11,331
Net investments in other fixed assets excluding receivables 182 T
Change in long-term non-interest-bearing borrowing and lending 0 0
Divestments of shares and participations 6,784 10,887
Net investments ' ' ' ' a0 = -437
Cash flow after investments 1,249 704
Dividend paid -6,379 -1,269
Share redemption ~-4.,971
New share issue 124
Group contributions/shareholder contributions 1,358 856
Change in net indebtedness o =3,772 ;4,546
Interest-bearing borrowing minus lending 3903 4,322
Change in cash and bank deposits plus short-term investments 131 -224
Cash and bank balances plus short-term investments on January 1 96 320
Cash and bank balances plus short-term investments on December 31 227 96
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NOTES TO THE FINANCIAL STATEMENTS

Amounts in SEK M unless othenwise specified,

Branch of operations

Construction
Net sales
Operating expenses
Selling and
administrative expenses
bperaling lncdh‘\e, construction.

Industry

Net sales

Operating expenses

Selling expenses
Administrative expenses
aﬁeraﬁnh Iﬁccrné, In&ust;y

Real estate operations
— Property management
Rental revenues
Operating expenses
Depreciation
Selling and
administrative expeﬁses
Opera;il'\;inéome,-property management

— Other real estale operations

Rental revenues

Operating expenses

Depreciation

Selling and

~ administrative expenses

Operaiing income, ::ﬁmr real estate operations

Gain on sale of properties

Share of income in associated companies

Writedowns/reversals of writedowns

Items affecting comparability

Other

Net sales

Operating expenses
Selling and
Bl L

Operating income, other
Operating income, Group
Net financial items

Operating income after financial items
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SERATIONS | L 1|

56,206
—-53,164

—9.’?;4 4
998

5,645
-4,197
-885
=370
193

1,249
-430
-1561

580

94
-140
=17

-122
1,266

684

-284

-242
4,376
449

4,825

1997

42980
-39979

) —?,519
492

5,023
-3612
-789
-370
252

1366
—474
-204

107
581

104
-13

_19
=14

423

674

-944

94
-330

-440
= 676‘

796
9,316

10,112

CNOTE2 NET.SALES.

Skanska's own expenses of SEK 1,293 M for construction of properties in real estate
operations and current-asset properties were capitalized. This amount was eliminated

in *Net sales!”
Distribution of net sales

A. Net sales by business area

L - B - 1998
Sweden - YL
Europe 18,560
USA 24,472
Project Development and Real Estate 1,265
Other operations, elimination

of intra-Group transactions -3,039
Total netsales 63,935
B. Net sales by geographic area

e 1998
Sweden QBEEF
Other Nordic countries 10235
Other Europe 7043
North America 24759
Other countries 1,638
Total net sales e_é;éas
C. Net sales by branch of operations
1998
Construction 906
Industry 5645
Property management 1,249
Other real estate operations 94
Other operations 41
Totél net saies - ) 63,935

Parent company

56906

1997
91,598
13493
16,410
1,316

-2170
49,577

1997
18958
6,403
6,272
15,660
2,294
49,577

__1sa7
42980
5,023
1,366
104

94
49,577

The amount included SEK 18 M (21) worth of sales to subsidiaries, The Parent
Company's purchases from subsidiaries amounted to SEK 95 M (116).

The Group's future payment obligations for operating lease contracts are distributed in
time as follows:

Year . ) VExpernse
1999 T
2000 42
2001 42
2002 42
2003 39
2004 and later 340

The year's expense for operating leases amounted to SEK 41 M.



IINOTE 4 SELLING AND/ADMINISIRATIVE EXPENSES

In compliance with an industry-wide recommendation from the Swedish Construction
Federation for the 1998 accounts, the accounts of construction companies report selling
and administrative expenses as one ilem. See "Accounting and valuation principles!

Distribution of selling and administrative expenses

A. By business area

- 1998 1997
Sweden g 1663
Europe 1,752 1,488
USA 595 471
Project Development and Real Estate 142 125
Oher e 487
i — e —
B. By branch of operations

B 1998 1997
Constructon 2744 2519
Industry 1,265 1,159
Property management 88 107
Other real estate operations 69 19
Other operations 284 440
Total — o 4,430 4,244
Ulindustry 1998 1997
Selling expenses 885 789
Administrative expenses 370 370
Total 1285 1189

'NOTESIDIS

ASSOCIATED GOMPANIES

Skanska's share of the income and shareholders' equity of associated companies is
reported according to the equity method, as described in the accounting principles on
page 48. The effect of its share of income on different items in the income statement
can be seen below,

QOperating Minority
Associated company ) income Taxes interesis Net
Scancem ! T B1a -4 -34 338
Rérvik Timber D -2 -2
JM D €8 -28 40
Piren 58 =2 56
Norrporten 24 -6 18
Others 23 1 24
Total e84  -176  -34 474

W Scancem, Rorvik Timber and JM are reported with a delay of one quarter.

FNOTEGNITEMS AFEECTING CONMPARABILITY,

1998 1997
Gain on sale of forest operations 1,090
Loss on sale of Kymmen hydroelectric plant =57
Restructuring expenses related to reorganization -1,226
Gain on sale of participations in associated company JM 147
Gain on sale of participations in associated company Pandox 135
Total ' 1,033 -944

NOTE 7 WRITEDOWNS/REVERSALS OF WRITEDOWNS ON

PROPERTIES IN REAL ESTATE OPERATIONS

Wri ns R Total 5 Total

1998 1998 1998 1997 1997 1997

Investment properties =12 0o -12 ~29 29 (4
Other properties =D, 0 -2 -9 10 1
Total -14 ] -14 =31 39 -_;

NOTE 81 GAINION'SALE OF PROPERTIES IN

REALESTATE OPERATIONS

Investment properties  Other properties Total

1998 1997 1998 1997 1998 1997

Sales revenues 1,981 1,473 69 111 2,060 1,684
Book value =720 -1,082 -64 =79 =784 -1,161
Capital gain 1,261 - 391 5 32 1,266 423

NOTE 9" DEPRECIATION

A. By business area

Conslruction,
manufacturing and Selling and

property management administration Total
1998 1997 1998 1997 1998 1997
Sweden 353 355 52 53 405 408
Europe 251 245 205 149 456 394
USA 4 30 34 31 108 61

Praject Development
and Real Estate 169 207 1 2 170 209
Other -1 2 10 15 9 17
Total a4 839 302 250 1,148 1,089

B. By type of asset

1998 1297
Intangible assets 176 124
Investment properties 161 204
Investment properties under construction B 6
Development properties 13 6
Business properties 95 104
Machinery and equipment 709 645
Total 1,148 1,089

Depreciation in the Parent Company amounted to SEK 16 M (17),
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A. By business area

Business area I 193_7.
Sweden i 496 485
Europe 370 358
USA 398 321
Project Development and Real Estate : 1,685 780
Other 1,027 —1,14?
Total 4,376 796

B. By branch of operations

1998 1997
Construction ) S 998 492
Industry 193 252
Property management 580 581
Other real estate operations -122 -14
Participations in associated companies 684 674
Sale of properties 1,266 423
Writedowns/reversals of writedowns -14 8
Items affecting comparability 1,033 -944
Other operations -242 -676
Total 4,376 796

Wages, salaries and other
and divided between Board members elc. and other employees

ation by geographic area

L MSE

Board members
Presidents and
Executive Vice Other
Presidents employees Total

Board members
Presidents and
Execulive Vice Other
Presidents employees Total

Parent Cc;_mpany

Sweden 14 69 83 15 71 86
(of which, bonuses) 1 1 1 1
Subsidiaries
Sweden 30 4,000 4,030 20 3,679 3699
(of which, bonuses) 6 6 8 8
Other Nordic countries 28 1,368 1,326 19 1,030 1,049
(of which, bonuses) 1 1 1 1
Other European countries - o9 966 995 33 909 942
(of which, bonuses) 4 4 5 5
North America 6 2401 2,407 6 1,309 1,315
(of which, bonuses) 92 2 0 0
Other countries 2 363 3B5 2 378 380
(o which, bonuses) 0 0 0 0
Total o 109 9,157 9,266 o5 7376 7470
(of which, bonuses) 14 (1] 14 15 (] 15

The amount related to Board members, Presidents and Executive Vice Presidents in-
cludes compensation to former Board members, Presidents and Executive Vice Presi-
dents during the financial year.
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Wages, salaries, other remuneration and social welfare contributions
- 1998 1997

Waées, Social . - \!_\I;;;si 7§ncgai
salaries, other welfare salaries, other welfare
femuneratiun contribulions r_irgu_nglglﬁun conlf!:flijgf

Parent Company 83 120 86 56
(of which, non-statutory pensions) 79 26
Subsidiaries 9,183 2940 7384 2,377
(of which, non-statutory pensions) 786 535
Total 9,266 3,060 7,470 2,433
(of which, non-statutory pensions) 865 562

1 Excluding long-term bonus (see point D).

Of the Parent Company's non-statutory pension expenses, SEK 37.0 M (6.3) were re-
lated to the category ‘Board members, Presidenis and Executive Vice Presidents” This
amount includes payments to former Board members, Presidents and Executive Vice
Presidents, The Company's outstanding non-statutory pension commitments to these
persons amounted to SEK 25.4 M (36.8). Of the Group's non-statutory pension ex-
penses, SEK 43.0 M (19.4) were related to the category “Board members, Presidents
and Executive Vice Presidents® This amount includes payments to former Board mem-
bers, Presidents and Executive Vice Presidents. The expense for a provision to the em-
ployee profit-sharing foundation amounted to SEK 26,0 M (26.3).

Terms of employment and remuneration to the Chairman of the Board, President,
Executive Vice Presidents and other members of Group Management

A. Chairman of the Board

During 1998 the Chairman of the Board, Bo Rydin, received a director's fee of SEK
750,000. The Board approved this amount as part of the total amount of directors’
fees adopted by the Annual Meeting of Shareholders.

The former Chairman of the Board, Melker Schorling, received a salary, fees and
other remuneration from Group companies in the amount of SEK 1,283,000 for 1998,
plus a bonus of SEK 708,000, Mr, Schérling alse has the opportunity to earn a long-
term bonus as specified in point D below. Mr, Schérling’s employment in the Company
ended on April 28, 1998, At that time, according to his employment contract, Mr.
Schérling was entitled to a termination payment equivalent to 12 months of his
salary/bonus, with the possibility of an additional 12 months of salary/bonus if no
other employment had been obtained by the end of the first period. Beyond this, there
was no obligation to subtract any other income from these benefits. When his employ-
ment ended, the termination payment was converted into a pension entitlement that
was secured by the purchase of endowment insurance.

B. The Company's President and Chief Executive Officer

During 1998, Claes Bjork received a salary, fees and other remuneration from Group
companies in the amount of SEK 3,744,000, plus a bonus of SEK 4,880,000. Mr.
Bijark also has the opportunity to earn a long-term bonus as specified in point D below.
Mr. Bjéirk is covered by Skanska USA's general pension plan, where after 30 years'
employment he will receive a lump sum with a current value (1998) of about SEK
4,700,000. Under certain conditions, this general pension benefit can be increased by
payment of special pension premiums totaling about USD 900,000. In case of termi-
nation of his employment contract by the Company, Mr. Bjork is entitled to his salary
and other employment benefits for 24 months,



Former Group Chief Executive

The Company has a life-long pension obligation to Lars-Ove Hékansson, former
Group Chief Executive, in the amount of SEK 160,000 per month, with certain reduc-
tions from the age of 85. This obligation includes entiflement to a survivars' pension of
50 percent of the retirement pension. The capitalized value of this pension obligation
totals about SEK 23 M.

C. Executive Vice Presidents and other members of Group Management

Members of Group Management are narmally entitled to annual pension premium pay-
ments, mainly according to the applicable ITP eccupational pension plan. This plan
guarantees a pension entillement based on final salary. The pension entitlement is 10
percent of final salary for portions of salary up to SEK 273,000, 65 percent of final
salary for portions of salary between SEK 273,000 and SEK 728,000 and 32.5 per-
cent of final salary for portions of salary between SEK 728,000 and SEK 1,092,000,
Members of Group Managsment also have an agreement with the Company entitling
them to a pension from the age of 60. This pension benefit applies between the ages
of 80 and 65 and amounts to 70 percent of salary. From age 65, a pension is payable
according to an [TP plan in the above-mentioned amounts. In case of termination by
the Company, notice periods range from six months to twelve months, with entitlement
to salaries and benefits that vary from 18 to 24 months. When benefits are paid after
the notice period, other income must normally be subtracted from the amount payable.

D. Long-term bonus

Group Management and about 240 other senior executives in the Group are entitled
to a long-term bonus based on the price level of Series B Skanska and Drott shares
over the five-year period 1995-1999. This possible bonus would be paid in the year
2000 and is calculated by multiplying 10 percent of 1-2 months' salary by the ditference
between the average market price of a Series B share during June-Movember 1999
(plus dividends approved during the years 1895-1999) and SEK 185.

Eighty percent of a bonus expense calculated mainly as the difference between the
market price of a Skanska Series B share on December 31, 1998 and the initial price
of SEK 185 adjusted for approved dividends, including the dividend portion when
redeeming shares, was charged to the 1998 accounts. After this, the total provision
amounted to SEK 175 M (143.1), including social welfare contributions of SEK 43.2
M (36.1).

Of whom Of whom
1998 men 1997 men
Parent Company
Sweden 127 73 156 90
Subsidiaries
Sweden 14839 13,087 15174 13,338
Other Nordic countries 4718 4290 3803 3,496
Other European countries 5,166 4,127 4549 3,645
North America 6697 5942 3778 3304
Other countries 7699 7306 7575 7270
Total 39246 34,825 35035 31,143

NOTE 13/ SHARE'OF INCOME IN/GROUR.COMPANIES

Parent Company 1998 1997
Dividends 1,055 1,613
Capital gains 0 9,291
Writedowns -232 -1,196
e e

Group  Parent Company

- ) 1998 1997 1928 1997

Dividends T 3 3
Propartion of equity 4 =1

Writedowns -35 . I §

Tota a1 -1 3 2

NOTE 15 INCOME FROM/OTHER FINANCIAL FIXED ASSETS

Group  Parent Company

B ) 1998 1997 1998 1997

Dividends by 363 30 1

Interest revenues 146 104 481 851
Exchange differences 316 382
Capital gains 646 9,126

Writedowns =7 7

Other income 42 -

Total 1,165 10,010 511 855

In the Parent Company accounts, SEK 478 M (848) of interest revenues were related
to Group companies.

Parent Company
1998 1997 1998 1997

Interest revenues 271 209 143 78

Exchange differences 52 6 0 1
AL U SO | SO S
Total 3an 292 141 79

NOTE 17 INTEREST EXPENSES AND SIMILARITEMS

Group  Parent Company

B 1988 1957 1888 1897

interest expenses -614 -602 -842 -819
Exchange differences on liabilities -392 883 -9221 -208
Total —— © -1,006 -985 -1,063 -1,024

In the Parent Company accounts, SEK 644 M (726) of interest expenses were related
to Group companies.
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| NOTE 18 ALLOGATI

Untaxed

Allocations reserves

Parent Company 1998 1997 1998 1997
Extra depreciation o o o )
Buildings and land 167 12 23 190
Tax allocation reserve -233 936 703
Foreign exchange reserve 46 -46 0 46
Totar 20 -3 959 939

Group  Parent Company
1998 1997 1988 1997
Change in provision for taxes —644 -14
Taxes in associated companies -176  -161
Income taxes -1,145 -2689 -5 47
Total 1985 -2864 -5 -7

The year's tax expenses, SEK 1,965 M, amounted to 41 percent (28) of consolidated
income after financial items. Nominal tax rates in the Group’s domestic markets are at
least 28 percent. The year's comparatively high relative tax expense is mainly explained
by the provision of SEK 586 M for tax cases related to depreciation deductions in
partly owned limited partnerships engaged in aircraft leasing.

SEK 263 M in taxes in the Parent Company accounts, which were attributable to
SEK 1,647 M in Group contributions received, were subtracted directly from retained
earnings.

This refers mainly to earnings of SEK 4 M prior to the acquisition of assets and
liabilities of the Polar Group.

NOTE 21 FIXED/ASSETS AND

A, Properties in real estate operations and current-asset properties

Investment Total
properties Develop- properlies Current-
Investment under ment inreal estate asset
Group properties construction properties operations properties
Accumulated acquisition value
On January 1 24836 1,160 1,083 27079 2275
Deconsolidation of JM -7660 -58 7718 -839
Distribution of Drott AB -6,263 -42 =12 -6,317
New acquisitions 90 62 331 483 1,219
Capitalized expenses for
materials and own labor 17 540 23 680 613
Divestments ~1,055 -66 -1121 -5b8
Reclassifications 272 -454 -299 -411 169
Translation differences
fortheyear 233 7 43 283 91
10570 1,205 1,183 12958 2,970
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Investment

properties Develop-

Total
properties

Current-

Investment under ment inreal estate asset
Group properties consuuctinr_l u!:_roparﬁes operations prggeﬂies.
Accumulated depreciation N )
QOn January 1 3,073 6 44 3,123
Deconsolidation of JM -626 -626
Distribution of Drott AB -1,076 -1,076
Divestments and disposals -270 =270
Reclassifications 17 -8 -18 -9
Depreciation for the year 151 4 13 168
Translation differences
for the year 18 1 19
T 1287 2 40 1320 0
Accumulated writedowns
On January 1 3,307 35 169 3511 137
Deconsolidation of JM -349 -349 =2
Distribution of Drott AB -118 -118
Divestments and disposals -67 -67
Reclassifications =35 -35 18
Writedowns for the year 12 2 14 200
Translation differences
for the year ] 77 77 14
PSS 2881 35 136 3,032 367
Residual value on
December 31 6,422 1,168 1,007 8,597 2,603
Residual value
on January 1 6,703 1,009 868 8580 1,301
Assessed value for
tax purposes, Sweden 5288 272 346 5906 700
Corresponding residual
value, Sweden 4,349 814 557 5713 1,292
Residual value, current-asset properties
Directly owned, buildings and land 2,638
Indirectly owned, participations in companies
with current-asset properties - 65
Total residual value, current-asset ﬁroperk-ies' - 2,603
B. Intangible fixed assets and other tangible fixed assets
Intangible Other Machinery Other
fixed buildings and construction
Group - assels‘ i and land ) equipment in progress
Accumulated acquisition value S
On January 1 1,956 3,609 7441 33
Deconsolidation of JM =20 -227
Distribution of Drott AB -14
New acquisitions 429 122 1,068 16
Capitalized expenses for
materials and own labor 107
Divestments -3 -668 -430
Disposals/Writeotfs -53 -2 -149
Reclassifications 13 =20 =T
Translation differences for the year 46 92 146 1
2388 3,133 7,922 a3



Intangible Other Machinery Other
fixed buildings and construction
Group - assets and land equipment in progress
Accumulated -depreciation” ) -
On January 1 340 1,045 4,955
Deconsolidation of JM -1 -176
Distribution of Drott AB -8
New acquisitions 1 2
Divestments and disposals =12 =174 —434
Reclassifications 17 19 -~
Depreciation for the year 176 95 709
Translation differences for the year 14 24 - 87
' 535 1,000 5134 o
Accumulated revaluations
On January 1 0 8
Revaluations for the year
0 13 o 0
Accumulated writedowns
On January 1 49
Reclassifications =12
Translation differences for the year 1
' 0 as o o
Residual value on December 31 1,853 2,099 2,788 33
Residual value on January 1 1,616 2504 2,428 33
Assessed value for
tax purposes, Sweden 1,080
Corresponding residual
value, Sweden 587

The item “Intangible assets’ consists mainly of goodwill. "Other construction in
progress” mainly includes machinery under construction.

C. Parent Company

Intangible Business Machinery and
Parent Company assels properties equipment
Accumulated acquisition value T
On January 1 10 597 76
New acquisitions 4
Divestments —-255 -66
Disposals =
Reclassifications -1
Accumulated depreciation
On January 1 5 260 69
Divestments and disposals =7 -65
Depreciation for the year 2 12 2
7 201 e
Accumulated writedowns
On January 1 2
' 0 2 0
Residual value on December 31 3 138 7
Residual value on January 1 5 335 7
Assessment value for tax purposes 470
Corresponding book value, Sweden 138

The item “Intangible assets” consists of exiraction rights.

GROUP

In Other long- In In
associated term holdings

PARENT COMPANY -

Olher long-
Group associated term holdings
companies _of securities companies companies of securilies

Participations

Accumulated acquisition value

On January 1 5,527 918 14,100 8 432
Deconsolidation of JM 953 ~2
Distribution of Drott AB -b1 -5,127
Purchases 338 12 401
Sales -15 -65 2,201 -8
Reduction in capital stock  -63
Shareholder contribution 1 5762
New share issues 2 21 333
Reclassifications ~51 58
Exchange rate/translation
differences for the year 3
Change in share of
income of associated
companies for the year 312
——— 6986 952 13268 o 432
Accumulated revaluations
On January 1 12
Sales -12
Revaluations for the year
i — o 0o ' e o
Accumulated writedowns
On January 1 1 440 1,660 431
Deconsolidation of JM 208
Sales -564
Writedowns for the year 35 67 232 0
Reclassifications -1 1
Exchange rate/translation
differences for the year )
' 243 508 1,228 .o 431
Residual book value
on December 31 6,713 444 12,040 1] 1
GROUP ~ PARENT COMPANY
FT'D;‘I - Other From From Other
associated long-term Group  associated long-term
Receivables pani recei cor I lles ivabl
Accumulated acquisition B
value/book value
On January 1 538 984 15,095 33 1
Deconsolidation of JM -50
Distribution of Drott AB -319 -16
Additional/settled
receivables . -46 -167 -6,953 -33
Residual book value
on December 31 173 762 8,642 /] 1

of which, deferred tax claims 230

Deferred tax claims declined by SEK 280 M during 1998, primarily due to withdrawal
of provisions for restructuring measures in the consolidated accounts.
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i NOTE 23 PARTICIPATIONS IN.GROUP.COMPANIES ; .

Specification of the Group's and the Parent Company’'s holdings of shares and participations in Group companies.

Corporate identity Registered Number of % if <100 of Currency if

Company number office participations capital stock not SEK Book value
Swedish subsidiaries
AB Fakiren 556002-8937 Stockholm 3,000,000 95
AB Gadus 556047-4974 Danderyd 10,000 1
AB Hexabar Gredelin AB 556556-6659 Danderyd 1,000 0
AB Hexabar Kornbla AB 5565566-6642 Danderyd 1,000 0
AB Hexabar Ljusgron AB 556556-6519 Danderyd 1,000 0
AB Hexabar Markgra AB 556556-6626 Danderyd 1,000 0
AB Perukmakaren 556077-4035 Gothenburg 250,000 1
AB Svenska Aktier 556104-7589 Danderyd 1,000 0
Skanska Allemansfond Férvaltnings AB 556036-3128 Malmé 500 1
Skanska Anlaggning AB 556033-9086 Malmé 600,000 521
Skanska Entreprenad AB 556011-4208 Danderyd 125,923,860 2
Skanska Export AB 566171-6290 Danderyd 1,000 12
Skanska Financial Services AB 556106-3834 Danderyd 500,000 65
Skanska Forvaltnings AB 5b6242-4688 Danderyd 1,000 0
Skanska Group Purchasing AB 5566528-3826 Danderyd 1,000 0
Skanska Holding AB 556075-7939 Danderyd 1,000 0
Skanska Kraft AB 556118-0943 Danderyd 1,000 10,500
Skanska Projekiutveckling och Fastigheter AB 556556-6493 Danderyd 1,000 34
Skanska Service AB 556242-4696 Danderyd 1,000 0
Skanska Teknik AB 556045-5007 Malmé 20,000 9
Skanska Turbo AB 556353-0293 Danderyd 1,000 0
SCG Byggnads AB 556250-4224 Danderyd 1,000 0

e =" = = 11,236
Foreign subsidiaries
Skanska (USA) Inc. United States 22,298 221
Skanska Property GmbH ) X Germany 10,000 584
j__:__,H:T;,,gA .,j = _ R pe———— .._.M.___:,;” SRR < osc SRR e i _ 8_05

OO, — — ——~—— ——— » e e — s
Major indirectly owned Swedish subsidiaries
AB Gustaf Kahr 5566017-3600 Nybro 550,000 256
Anders Magnusson Entreprenad AB 556078-8357 Gothenburg 1,000 0
Bjursell i Jonkeping AR 556081-7164 Jonképing 10,000 28
Bérje Larsson Bygg i Nyképing AB 556334-9074 Nykaping 1,000 5
Elit Fénster AB 566007-3073 Vetlanda 80,000 100
Flexator AB 556089-9766 Nassjé 9,000 1
Grus & Betong i Norrland AB 5560568-5563 Sundsvall 10,000 3
Grus & Makadamprodukter AB 5b66067-4342 Angered 1,000 0
Goinge Mekaniska AB 566054-7621 Hassleholm 5,000 8
Harry Olofsson AB 556071-2993 Nattraby 1,000 0
Industriventilation Produkt AB 556129-15569 Vaxjo 3,600 6
Industriventilation Svenska AB 556106-4121 Vaxjo 2,000 12
Jénképings Betong AB 556060-2871 Jonképing 2,000 6
Kallax Betong och Grus AB 5b6057-6232 Lulea 20,000 50
Myresjohus AB 5566031-7702 Vetlanda 30,000 5
Nordisk Kartro AB 5566030-8578 Stockholm -100,000 18
Nordiska Trahus AB 556120-9189 Sivsjo 20,000 17
Prisma Sign Technology AB 556234-6501 Malmd 450,000 15
Ralling AB 556049-6936 Malmo 10,000 1
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Corporate identity Registered Number of %% if <100 of Currency

Company - number office participations __capital stock if not SEK Book value
Schakt & Transport AB 556054-8751 - Vaxjs - 2,000 ) T
Sektions Byggarna AB 556071-9824 Nassjo 12,000 10
Skanska BOT AB B556359-0701 Danderyd 10,000 1
Skanska Data AB 556037-8399 Danderyd 5,000 1
Skanska Europe AB 556002-0835 Malmé 33418851 3,961
Skanska Fastigheter Goteborg AB 556043-9415 Gothenburg 10,000 1
Skanska Fastigheter Stockholm AB 556046-6582 Danderyd 160,000 16
Skanska Forsakrings AB 516401-8664 Danderyd 50,000 50
Skanska Installation AB 556224-0944 Vaxjo 20,000 2
Skanska International Building AB bb56133-9424 Malmé 500,000 50
Skanska International Civil Engineering AB 556032-3486 Danderyd 80,000 12
Skanska Invest AB 556079-8216 Danderyd 125,923,860 10,600
Skanska Mark & Exploatering AB 556080-325¢ Danderyd 1,000 3
Skanska Maskin AB 556080-9037 Danderyd 100 3
Skanska Prefab AB 556045-2848 Malmd 30,000 7
Skanska Stalteknik AB 556071-5244 Kalmar 10,000 0
Skanska Oresund AB 556050-9308 Malmé 50,000 5
Stabilator AB 556049-7687 Danderyd 20,000 42
Stenbergs Elekiriska AB 556041-7205 Malmd 2,000 0

Major indirectly owned foreign subsidiaries

Albert Schiotterer GmbH & Co. KG Germany 0 99 DEM 116
Asfaltti Tekra Oy Finland 200 FIM 4
Atrium Plaza Spzoo Poland 969,785 80 PLN 123
Barney Skanska Construction Co. United States 100 usb 20
Bayshore Concrete Products Chesapeake United States 5,000 usb i3]
Beacon Skanska Construction Co. United States 100 usb 17
Beers Inc United States 500 usb 228
CDK Contracting Corporation United States 8,360 usb 13
Ecodis SA France 9,892 FRF 46
Goldreif Mobel!fabrik GmbH Germany 1 DEM 44
Heinz Essmann GmbH Germany 5 DEM 110
Karl Koch Erecting Co Inc. United States 100 usp 164
Nielsons Inc. United States 43,195 usb 9
Optifit Jaka-Mabel GmbH Germany 1 DEM g7
Poggenpohl Mabelwerke GmbH Germany 6 99 DEM 453
Pro-norm Gieschwa Mébel GmbH Germany 1 DEM 81
SCEM Reinsurance SA Luxembourg 749 LUF 14
Skanska AS Norway 2,000 NOK 0
Skanska Holding A/S Denmark i DKK 512
Skanska Holding GmbH Germany 0 DEM 347
Skanska Jensen A/S Denmark 195 DKK 278
Skanska Oy Finland 670 FIM 353
Slattery Associates Inc, (NY) United States 90 uso 136
Sordoni/Skanska Construction Co Inc. United States 1,000 usp 21
Spectrum Bellfair Corp. United States 100 usb 0
Tidewater Skanska Inc United States 1,000 usD 51
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Specification of the Group's and the Parent Company's holdings of shares and participations In associated companies.

%, voling power

Corporale 95 of (if different Book value
Unlimited identity Regi ed Number of capital from % of Market in consolidated
Company N liability number office participations stock capital sltic_li)_ value - accounts
Group -
Swedish listed associated companies
Fastighetsaktiebolaget Norrporten 5b6458-6138 Sundsvall 2,113,300 25 264 168
JM Byggnads och Fastighets AB 5b6046-2103 Stockholm 8960,100 27 45 1,120 738
Piren AB 556201-8654 Danderyd 16,154,746 49 832 636
Rérvik Timber AB 556541-2086 Vetlanda 5,545,402 40 57 57
Scancem AB B 556000-6057 Malmé 21,657,463 40 ) 497 6,245 4774
: ' o S o 8518 6,373
%% voting power
Corporate %% of (it different Book value
Unlimited identity Reagi: d I of capital from % of KMarket in consolidated
C: liability number office participations stock capital stock) value accounts
Other Swedish associated companies )
AB Lomma Industricentrum b5b6137-6483 Lomma 48 48 0
AB Sydsten 556108-2990 Malmd 150,000 50 54
Arlandastad KB 916626-5240 Sigtuna 50 1
Armstrang World Industries AB 556084-4242 Holmsund 49,000 49 21
Gamla Filmstaden Exploatering KB 916639-5104 Steckholm 1 50 77
Grisslingehojden KB 916623-8627 Lidingd 1 33 4
Kalmar Familjebad KB 916529-4969 Kalmar 1 40 0
KB Air Preca 916579-2541 Danderyd 1/3 33 1
KB Metro-Flyg 916447-3564 Hérryda 330 33 0
Kopparlunden Development AB 556164-1274 Vasteras 250 50 13
Mega-Carrier KB 916751-1097 Stockholm 330 33 0
%o voling power
Corporate % of (if different Book value
Unlimited identity Registered Number of capital from % of Market in consolidated
Company - - liability number office parti stock capital stock) value accounts
Mega-Flight KB T 916579-2558 Danderyd - 50 T 4
Polaris Aircraft Leasing KB 916609-6967 Stackholm 99 0
Retail Parks AB 5566528-3869 Jarfalla 5,000 50 0
R4sj6 Torv AB 556151-6708 Hudiksvall 26,236 22 26
Sickla Sjtstad AB 556535-1680 Stockholm 333 33 0
Sundlink Contractors HB X 969620-7134 Malma 37 0
Swedish Aircraft FOUR KB 916694-4372 Linképing 100 1o0on 37
Swedish Aircraft TWO KB 916691-8194 Linképing 50 501 20
Other Swedish associated companies - 26
o B 284

) Participation as limited pariner.

68



Number % of Book value in

Unlimited Country of of capital consolidated
Company liability registration participations stock Currency accounts
Foreign associated companies
A/0 Dom Shvetsii Russia 2,663,778 49 RUR 6
Bridgend Custadial Services Limited Great Britain 50000 20 GBP 0
Dansk Betonelementfabrik 1/S X Denmark b0 DKK 1
Deyhle / Viering GbR X Germany i 50 DEM 1
Ejendomsselskabet af 30/12 1993 A/S Denmark 753 50 DKK 8
Honkavaaran Maastorakennus Oy Finland 90 45 FIM 9
K & K Jespersen A/S Denmark 1,000 50 DKK 6
RE Beton A/S Denmark 5,000 50 DKK 17
Tieyhtio Nelostie Qy Finland 205 41 FIM 0
@sthavnskonsortiet I/S X Denmark B0 DKK 5
Others ) 3
e LS T S — e
Company Book value -

Parent Company
Swedish associated companies
Sundlink Contractors HB 0

See Note 22 on fixed assets.

NOTE 25 SPECIFICATION/OF OTHER LONG-TERM NOTE 27 INVENTORIES ETC:

HOLDINGS OF SECURITIES
= 33 = Group  Parent Company
95 voting power Other current receivables 1998 1997 1998 ‘I_BEZ
9% of (if different Market Short-term portion of long-term receivables 12 28
Number of  capital from % of capital- Book Tax claim 93 378 11 253
Competny : g participations stock  capital stock) Ization value Other shortterm recaivables 2644 1772 18 30
Swedish listed companies T ) 2749 2178 “oa 283
Sweco AB 8,000 <i 0] 0
Pandox Hotellfastigheter AB - 1,500,000 10 87 78 NOTE28!DISTRIBUTION OF [NT'EREST-BEAHING'AND
OM Gruppen AB 268324 < 26 o NON-INTEREST-BEARING RECEIVABLES AMONG
Humlegérden Fastigheter AB 8,000 <1 <i 0 0 BALANCE SHEET ASSETS
SKFAB 9870000 8 20 908 269 '
1,021 347 1998 1997
Non- Non-
Foreign listed companies Interest- interest- Interest- interest-

4 Group bearing bearing Total bearing bearing Total
Costain GroupPLC 26562500 8 60 60 o e cels 580 7503 8092 558 72756 7833
—— = 80 80 Current receivables 1783 12,180 13963 1532 9256 10787

1081 407 ghrt-term investments 509 509 420 420

Unlisted companies 87 Cashandbankbalances 2996 2996 2,133 2,133

Total 1,081 444 Other fixed and current

: = assets 19,323 19,323 17717 17717

NOTE 26 INVENTORIES ETC: : Total 5877 39,006 44,883 4,643 34,247 38,890
1998 1997
Raw materials and supplies 566 513
Products being manufactured 192 183
Finished products and merchandise 585 519
Achanes payments tosuppliens: 4 a2
Total 1,350 1,255
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ENOTE 25 CHANGEIN'SHAREHOLDERS/EQUITY. =

Net Total
Statu- profit share:
Capital tory Retained for holders'
Parent Company stock reserve earnings the year equity
Year-end 1987 balance 1,366 4,456 3591 7505 16918
Effect of changes in consolidation
principles =] =17 B — |
Opening balance, Jan. 1, 1998 - legal 1,366 4,455 3,574 7522 16,917
Change to associated company reporting
of JM with one-quarter delay -23 21 =2
Distribution of Drott AB -4,681 -417 -5,098
Opening balance, Jan. 1, 1998 - — e
pro forma 1,366 4,455 =1,130 7126 11,817
Transfer of net profit for 1997 7126 -7126 0
Dividend -1,252 -1,252
Translation differences ete. i1 111
Change in shareholders' equity of
associated associated companies,
excluding net profit for the year 61 61
Transfer between restricted and
unrestricted equity -70% 705 0
Net profit for 1998 s 2782 2782
Closing balance, Dec. 31, 1998 1,366 3,811 5560 2,782 13,519
Net Total
Statu- profit  share-
Capital tory Retained for holders'
Parent Company stock reserve earnings the year equity
Year-end 1997 balance 1,366 488 1,722 9980 13556
Effect of change in principle for reporting
of Group contributions
and shareholder contributions 856 -856 -0
Opening balance, Jan. 1, 1998 1,366 488 0578 9,104 13556
Transfer of net profit for 1997 9,124 -9,124 0
Group contributions/
shareholder contributions 1,358 1,358
Cash dividend -1,252 -1,252
Distribution of Drott AB -5,127 -5,127
Net profit for 1998 = 124 124
Closing balance, Dec. 31,1998 1,366 488 6,681 124 8,659

The number of shares was 1 13,854,968, divided into 9,102,530 Series A shares and
104,752,438 Series B shares. The par value per share is SEK 12.
After subtracting taxes, SEK 1,647 M in Group contributions received, along with
SEK 26 M in shareholder contributions provided, were reported directly under retained

earmings.
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NOTE 30/ PROVISIONS FOR PENSIONS

_AND SIMILAR coMm

Group  Parent Company

- 1998 1997 1998 1997
PRIliabilty 1950 1750 878 848
Other pension obligations S 163 88 64 21
Total 2113 1838 94z 870

The interest on the PRI lizbility has been calculated on the basis of 4.9 percent (3.7).

UNOTE 21| PROVISIONS FORTAXES

Group  Parent Company

1998 1997 1998 1997

Deferred taxes on untaxed reserves etc. 1760 1,722 -
Deferred taxes on surplus values 162 198

Other provisions for taxes - - l.j__S_I___ 861 1 1 1__ ‘ _1_07

Total 3053 2781 111 107

During 1988-1990 the Skanska Group, through partly owned companies, purchased
participations in aircraft. The tax authorities questioned the depreciation deductions re-
lated to most of these transactions. In June 1988 the Supreme Administrative Court
issued rulings on two of these cases. The rulings mean that the depreciation deduc-
tions already made, which had been approved in earlier adjudication, have now been
declared invalid. In light of the uncertainty caused by the rulings of the Supreme Ad-
ministrative Court, Skaniska made a provision for the estimated effect on income of a
ruling that might invalidate the deductions in three pending cases.

After conducting an audit, the local tax authority appealed the 1988 and 1989 tax
assessments regarding the Parent Company. Because of this, a provision has been
made for possible additional taxes totaling SEK 43 M, based on claims primarily relat-
ed to accrual accounting issues, which have been deemed to entail some risk of a
higher tax assessment. No provision has been made, however, for tax claims of about
SEK 695 M, mainly related to the question of a merger loss and provision for indirect
costs of work in progress. Following a verdict in the Administrative Court of Appeal,
the 1987 and 1988 tax assessments regarding the subsidiary Skanska Europe AB
(formerly Skane-Gripen AB) were appealed by the company to the Supreme Adminis-
trative Court, which announced that it would hear the case. The case involves a divi-
dend from the company's then-subsidiary AB Jarnbron, which the company deemed
tax-exempt. In the event of an unfavorable ruling, the company would be charged ap-
proximately SEK 342 M in additional taxes plus fees and interest, which was taken
into account when Skanska's consolidated financial statements were drawn up.

NOTE 32'OTHER PROVISIONS' : X

Group  Parent Company

1998 1997 1998 1997

Warranty obligations 177 97 -
Other provisions - - 1,870 2409 209 166
Total o 2047 2508 209 166



ENOTE 33IMATURITY,DATES OF LIABILITIES

NOTE 36/ASSETS PLEDGED FORILIABILITIES

>5years <5 years>1year <1 year Total Property Chattel Restricted
Group 1998 1997 1998 1997 1998 1997 1998 1997 Group morigages morigages bank deposits Total
Bond loans 479 436 479 436 Own obligations
Liabilities to credit institutions 647 37 59 743
Liabilities t dit instituti .
fabilites to credit institufions Other liabilities 26 23 94 143
Construction loans 163 6 80 38 0 69 243 113 —_—
Total own obligations 673 60 163 886
Mortgage loans 164 187 275 310 75 70 514 567 o A
i Other obligations 110 110
Overdraft facilities 83 141 83 141 e -~ T i gy
Otherlbilies 360 B9 19 952 3758 442 4146 1493

696 282 457 1,451 3,833 581 4,986 2,314

Advance payments

from clients 4 227 20 231 20
Liabilities to

associated companies 3 11 56 117 83 131 139
Other liabilities

Convertible debenture loans 0 1 0 9 0 10
_“thle_rhabﬂ\_tl_es 103 45 256 204 3,02&_3,093 3,383 3432

103 45 256 295 3,024 3,102 3,383 3,442

>B years <5 years>1year <1 year Total
Parent Company 1998 1997 1998 1997 1998 1997 1998 1997
Bond loans 479 436 479 436
Liabilities to credit institutions
Other liabilities 341 3086 10 341 3186
341 306 (1] 0 1] 10 341 316
Liabilities to
Group companies 9,318 12,545 ] 11 9,318 12,5656

The Parent Company's other liabilities mainly fall due for payment within one year.
Covenants have been provided for the Parent Company's credit facilities.

IRNEDREVENUE

Group 1998 1997
invoiced sales i 64,369 33974
Unearned revenue -60,372 -30,863
Balanee @ 3987 3,111

"NOTE 35 DISTRIBUTION OF INTEREST-BEARING AND
NON:INTEREST:BEARING LIABILITIES'/AND PROVISIONS

1998 1997

Non- o Non-

Interest- interest- Interest- interest-
Group bearing bearing Total bearing bearing Total
Liabilities to credit institutions 4,986 4986 2314 2314
Other liabilities 821 18073 18884 987 16496 17483
Provisions 2,048 5,166 7213 1,784 5341 7125

Minority interests and
msp:aur_g}'_no_!‘d_grs' equity - 13790 13790 11,968 11968
Total 7,855 37028 44,883 5,085 33,8605 38,890

NOTE' 37 CONTINGENT LIABILITIES

Group  Parent Company -

Pension commitments not included
among liabilities/provisions 20

Contingent liabilities on behalf of Group companies 20,337
Gthsrcartingent ishiiies ST ... -
Total 4,436 21,227

Of the Group's contingent liabilities, about SEK 1.5 billion consisted of the portion of
the joint and several liability of outside members of consartia for the obligations of
construction consortia. Such liability is often required by the client and normally poses
no major risk to Skanska because as a rule, the consertium members are financially
stable companies.

Of the Parent Company's contingent liabilities, more than SEK 14 billion was relat-
ed to contracting obligations made by subsidiaries. To the Group, commitments issued
by the Parent Company do not comprise any greater liability than the contracting
obligations. The increase in contingent liabilities on behalf of subsidiaries was due
primarily to guarantees issued in cannection with the JFK contract, which is being
carried out in collaboration with the train and aircraft manufacturer Bombardier
(market capitalization about SEK 75 billion), partly with borrowings by Skanska
Financial Services AB.

Like Bombardier Inc, Skanska is jointly and severally liable to the client, the Port
Authority of New York and New Jersey, for the Air Rail Transit Consortium's comple-
tion of the JFK contract Bombardier Inc, whose subsidiary Bombardier Transit Co. is
responsible for the portion of the contract related to trains and operation, has issued a
guarantee to Skanska that releases Skanska from liability in relation to Bombardier
Inc. for this portion of the contract, which totals more than SEK 2.2 billion, excluding
any five- or ten-year extension. Given Bombardier Inc's commitment, no contingent
liability for this portion of the contract has been reported in the accounts. In corres-
ponding fashion, Skanska AB has released Bombardier Inc. of liability for the con-
struction portion.

Skanska has issued call options for shares in the real estate companies Fastighats-
bolaget Norrporten (36,000), Piren AB (80,000) and Pandox Hotelifastigheter AB
(79,920) to senior executives in each respective company. The options have a life of
five years and entitle the holders to buy shares at a price of SEK 145, SEK 75 and
SEK 67.30, respectively, no later than September 2, 2002.
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PROPOSED ALLOCATION OF EARNINGS

The Board of Directors and the President of Skanska AB propose that the net profit for 1998,
SEK 124,599,760 plus the retained earnings of SEK 6,680,629,900 carried forward from the

preceding year, totaling SEK 6,805,229,660, be allocated as follows:

A dividend to the shareholders of SEK 12 per share

SEK 1,366,259,616

To be carried forward SEK 5,438,970,044
Total SEK 6,805,229,660
Danderyd, Sweden, February 25, 1999
Bo Rydin
Chairman

Per-Olof Eriksson Roger Flanagan Soren Gyll
Finn Johnsson Clas Reuterskisld
Bengt Jirrestedt Ivan Karlsson Nils-Erik Pettersson

Claes Bjork
President



AUDITORS’ REPORT

To the Annual Meeting of Shareholders in Skanska AB (publ.)
Swedish corporate identity nimber 556000-4615

We have examined the Parent Company and consolidated financial statements, the accounts
and the administration of the Board of Directors and the President of Skanska AB for 1998.
These accounts and the administration of the Company are the responsibility of the Board
of Directors and the President. Our responsibility is to express an opinion on the financial
statements and the administration based on our audit.

We conducted our audit in accordance with generally accepted auditing standards in
Sweden. These standards require that we plan and perform the audit to obtain reasonable
assurance that the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and their applica-
tion by the Board of Directors and the President, as well as evaluating the overall presentation
of information in the financial statements. We examined significant decisions, actions taken
and circurnstances of the Company in order to be able to determine the possible liability to
the Company of any Board member or the President, or whether they have in some other
way acted in contravention of the Swedish Companies Act, the Annual Accounts Act or the
Articles of Association. We believe that our audit provides a reasonable basis for our opinion
set out below,

The Parent Company and consolidated financial statements have been prepared in accordance
with the Annual Accounts Act. We therefore recommend

that the income statements and the balance sheets of the Parent Company and the Group be
adopted, and

that the profit of the Parent Company be distributed in accordance with the proposal in the
Report of the Directors.

In our opinion, the Board members and the President have not committed any act, or been
guilty of an omission, which could give rise to any liability to the Company. We therefore

recommend

that the members of the Board of Directors and the President be discharged from liability for
the financial year.

Danderyd, Sweden, March 3, 1999

Anders Scherman Bernhard Ohrn
Authorized Public Accountant Authorized Public Accountant
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PROPERTY LIST"

INVESTMENT PROPERTIES ON DECEMBER 31, 1998

County, municipality, Year built/ Leasable space, sq m Rental value Site Loca-

property designaﬁon,#street adgrgs,s renovated _Ee_sid__ﬂl_ﬁ?l]‘ B _Rﬂe__tail Office__ B gm_e_r_ - ‘I'olal ﬁg_s_i,‘i!i_l( M “Ieai_e_l:lgﬂ_ ) _g_i_ogi

STOCKHOLM

Stockholm County

Botkyrka

Tradgardsméstaren 14, Grondalsv 20 1978 4926 336 5,262 48 S

Danderyd

Trekanten 3, Vendev 85 A-B 1989 99272 475 o747 11.8 N

Huddinge

Myren 1, Haradsv 253 ) 1983 850 5,460 5,410 85 S

Jarfilla

Jakobsberg 2:1907, Vibblabyv 1-3 1981 5,071 220 5291 52 N

Jakobsherg 2:2583, Jarféllav 102—104 1982 17559 5,049 22,608 16.9 N

Nacka

Sickladn 364:1-2, Ektorp Centrum, Ektorpsv 2-6 1979 3,003 13,065 2518 18,686 15,2 S

Nynédshamn

Alkotten 2, Lévlundsv 3 1984 1,792 2232 4,024 5.8 S

Solna

Apelsinen 5, Vretenv 13 1972 12,709 8213 20,922 172 N

Puman 1, Bang 21, Storg 28 1972 1,784 406 2,180 1.7 N

Gelbjutaren 3, 14, 17, Industriv, Aldermansv 1946/-89 8,342 4,405 12,747 89 S N

Stockholm

Blekholmen 1, Klara Strand, 1994 1,167 21,691 11,336 34,084 61.1 S C
Klarastrandsviadukten 90

Gravlingen 12, Regeringsg 57-59, 1977 3,187 16,704 7124 270256 584 C
Master Samuelsg 34-36, Malmskillnadsgr 1,
Malmskillnadsg 42—-46

Gangaren 11, Lindhagensg 80 1989 11,295 3,028 14,323 240 S (64

Gorvaln 2, Branningev 10-24 1863 7279 7279 4.6 8 S

Hantverkaren 24, Sit Géransg 55-57 1989 2,895 2,895 33 S C

Instrumentet 17, Jakobsdalsv 13-15 1848 686 3,938 4,624 29 S

Jarnplaten 29, Malmskillnadsg 35 1971 634 2439 160 3233 592 S c

Lagern 11, Klara Norra Kyrkog 27-29 1898/-87 552 8,881 116 9,649 20.0 Cc
Kungsg 64-66

Prastgardsangen 3, Gotalandsv 218, Alvsjo 1986 112 6,237 53 6,402 46 S )

Python 6, Skeppsbron 16 1920 1,081 178 1,259 20 C

Singeln 4, Sorterarg 14-16, Vallingby 1964 2225 1,061 3,286 22 S N

Singeln 9, Sorterarg 8, Villingby 1970 3,869 1,463 5,332 29 S N

Skalholt 1, Isafjordsg 23-25, Kista 1985 2950 32,453 4,198 39,601 8.6 S N

Storsatra 1, Storsatragr 4-26 1972 16811 15,161 31,972 21.0 S S

Torkhuset 1, Hammarbyv 76 1,649 5,187 6,836 26 1 S

Trumman 2, Vattenpasset 11, 12 1949/-65 4,866 2,330 29,138 4707 41,041 71.2 §
Rosenlundsg 29-31, Magnus Ladulasg 1-5, 2-10

Tradlarkan 8, 9, Skoldungag 1-5 1910 1,644 1,644 28 3 C

Valnéten 8, Scheeleg 1, Hantverkarg 26 1930 325 761 1,643 292 2921 39 C

Vattenkraften 1, Skrubba, 1990 4998 54985 10,423 10.0 ) )
Solkraftsv 13, Skrubba Malmv

Vinkelhaken 12, Drottning 80 1929/-86 269 318 900 40 1,627 20 &

Arsiaéng 4, Sjoviksbacken 4-26, 1968 17988 15414 33,402 26.5 S S
Férmansv 24-26

Sundbyberg

Eken 6, Allén 5 1997 24,835 24835 378 N

Sprangaren 8, Vinterg 1 1970 6,307 55569 11,866 8.6 N

Upplands Vasby

Vilunda 16:57, Korpkulla, Centralv 1 1980 923 5,889 336 7,148 80 N

Stockholm Arlanda

Arlanda 2:1, Helikopterv 1 _ 1997 8,900 8,800 5.7 N

TOTAL STOCKHOLM 5,460 15,937 306,258 121,439 449,094 546.8

Total book value on December 31, 1998: SEK 2,297 M. Projected rents for 1989 include SEK 503 M in contracted rents and SEK 44 M in estimated
market rents for unoccupied commercial and residential premises.

1} Refers to Skanska Project Development and Real Estate.
2) Location refers to central Stockho!m (C), north of central Stockho!lm (N) or south of central Stockho!m (S).
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County, municipality, Year built/ Leasable space, sq m Rental value Site Loca-

property de_.siipation, street address renovated Residential Retail Office Other Total 1999, SEKM leasehold tion?

PRESUND

Kronoberg County

Vaxjo

Tips- och masshallen, Hejareg, Bollg 1990 650 14,900 15,550 58 0

Skane County

Klippan

Hjélmen 22, Storg 24-26, N Skolg 2, 1977/-91 3,566 94 3,660 34 C
Stenbocksg 2 ‘

Angelholm

Ornen 28, Storg 20-28, Laxg 2-4 1975 1,083 1,853 2334 3562 5,622 5.3 C

Helsingborg

Danmark 29, Séderg 39 1970 1,898 3,070 5,448 570 10,986 93 C

Fyrkanten 17, Thure Réings g 6, Séderg 2 1909/-86 54 154 657 40 905 06 c

Kolonien 27, Carl Krooksg 30-32, Wetterlingsg 2 1988 2,666 3,078 3,237 260 9,241 89 c

Lund

Flintan 3, Skifferv 24 1985 5979 5979 32 0]

Véduren 9, Dalbyv 22, Jupiterg 4, Tellusg 5 1963/-92 115 748 838 1,701 1.1 0

Vilten 10, Traktorv 4 1991 2344 2,344 27 0

Vatet 3, Ole Romers v bA 1991 335 335 0.6 0

Malmd

Bohus 7, Per Albin Hanssons v 4-14 1966 8,672 500 4,251 4798 18,221 1.7 G

Fersen 1, Osterg 21, N Vallg 28, 1700/1868/1930 405 539 1,086 2,030 1.3 C
St Gertrudsg 1

Flintkérnan b, Trehogsg 8 1976 1,005 2,855 3,860 1.8 0

Flygbasen 1, Hojdroderg 23 1989 1,125 1,631 2,756 1.3 0

Gamen 15,0 Kanalg 6, Storg 5 1981 4,128 191 4319 4.4 C

Gaddan 2, Citadellsv 17, S Neptunig 16 1962/-81 1,398 945 2343 1.4 S 0

Gaddan b, Citadellsv 15 A 1961 488 489 977 0.7 0

Hans Michelsen 10, Adelg 5, N Vallg 54 1803/-88 400 2,831 394 3,695 3.1 C

Husaren 8, Husarg 5, O Promenaden 3-5, 1957/-80 4,397 691 5515 10,603 84 G
0O Tullg 1-3

Landshévdingen 1, RoCent, 1970/-87 19,6563 2,008 5794 27455 200 S (0]
Wachtmeisters véag 5

Lybeck 6, Hansacompagniet, 1964/-92 4907 8736 7140 10,620 31,303 32.0 C
S Promenaden 67-69, St Nyg 46-50,
Studentg 1-5, Malmborgsg 2-8

Mercurius 3, Adelg 21, Frans Suellg 4 1532/1993 85 1,049 1,134 1.1 C

Residenset 3, Adelg 8 1879/1981 1,200 1,200 1.2 G

S:itJérgen 21, del av Baltzarsg 24 1750/1986 140 240 380 05 C

Sirius 1 och 2, Jérgen Kocksg 9 1992 7215 251 7466 8.8 0

Smarbollen 21, Cypressv 10 1969/-72 693 27716 3,409 2.1 S 0]

Spinneriet 8, Baltzarsg 20-22, Kalendeg 22-30, 1967 2372 12,883 26,223 41,478 31.1 €
Djékneg 29-31, St Nyg 29-31

Trollhattan 4 and 7, Nordenskidldsg, 1969/-66/-98 9,668 9,568 162 S (]
Ankargripsg 4, Beijerskajen 6

Trallhattan 6, Nordenskitldsg, 1959/-66/-98 5,065 10377 15,4492 49 S C
Ankargripsg 4, Beijerskajen 6

Véktaren 3, Scandinavian Center, Hjalmareg 3 1991 8,131 8,131 14.8 c

Angslatt 1, Klagshamnsy 40, Vintrie 1987 2,006 12 2,018 1.8 0

Denimark

Ballerup

Baltorpvej 154-158 1969/-76/-80/-89 10,768 2,196 12,954 115 0

Copenhagen

Holbergsgade 1808/-46/-96 7485 1,792 9,277 125 C

Midtermolen EX, Midtermalen 1-3 1994 13,014 1,871 14,885 279 C

Tordenskjoldsgade 1870/-71/1996 5643 1,112 6,755 69 c

Rungstedt

Rungsted Bytorv 1992 3,456 3902 240 828 8,426 106 c

Helsingdr

Borupgiid Butikscenter 1978 180 443 2083 16 O

TOTAL ORESUND - 27,248 51,009 130,252 99,892 308,401 279.3

Total baok value on December 31, 1998: SEK 1,560 M. Projected rents for 1999 include SEK 262 M in contracted rents and SEK 17 M in estimated
market rents for unoccupied commercial and residential premises.

1 Refers to central (C) or other (O) locations.
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County, municipality, Year built/

Property deﬂgﬁaﬂon, street gdgre§s _rﬂ'l_q!g!e

GOTHENBURG

Vistra Gotaland County

Gothenburg

Inom Vallgraven 4:5, Stora Nyg 23-25 1906/-89

Inom Vallgraven 8:19, Kungsg 56 1850

Inom Vallgraven 16:6, 1892/1907/1920
Sodra Hamng 17-23

Masthugget 10:16, Férsta Langg 24-26 1962/-91

Masthugget 10:19, Varmlandsg 16 ca 1900/-91

Gullbergsvass 1:6-6, Lilla Bommsn 1980

Gullbergsvass 703:52-53, P-huset Silvret, 1991
Lilla Bommen .

Kobbegarden 6:732, Askim Domarringsv 97 1984

Krokslatt 185:1 (87%) (I+11), 1986/-97
Sven Hultins gata 9

Backa 30:3, Importgatan 23-33 1969/-96

MélIndal

Kryptongasen 4, Kryptongatan 20 1982

Boras

Kyllared 1:101, 1:126 (50%), Tvinnareg 4 1979

Ventilen 1, Industrig 4 1975

Armbaga 3 — Evedal, Algardsv 11 1965/-98

Trollhdttan

QOden 8, Kungsg 30 1976

Nohab 4 (Film i Vast), Nohab Industriomrade 1960/-97

Nohab 1, part of (Innovatum), 1913/-98
Nohab Industriomrade

Nohab 1, part of (Wartsila), 1949/-97

Nohab Industriomrade
Skéne County

Helsingborg

Marknaden 2, Bjérka vagen Vala 1995/-98
Marknaden 3, Bjorka vagen Vala 1996
TOTAL GOTHENBURG

Rental value

Other  Total 1999, SEKM

Leasable space, sq m
Residential __ Retail ___Office.

2735 665 3,400
218 880 183 1,281
180 4,866 309 5355
575 6,444 363 7382
270 1,360 40 1,670
860 26,625 Bh75 32260
19,000 19,000
223 223
123 8,861 1,506 10,490
740 2,395 38,432 41,667
1,700 6,500 8,200
700 6,300 7,000
1,420 5,880 7300
12,948 700 6,815 20,463
9,201 o8 6,443 15,742
1,431 726 2,157
1,618 7931 9,549
2345 15,358 17,703
6,389 6,389
8,619 _ 8,619
223 39,923 64,178 122,026 226,350

38
23
43

77

462
122

0.2
15.2

11.0
6.0
3.0
3.2

14.8

13.2
09
4.8

8.2

58
8.4
172.4

Site Loca-
_Iea_sehg[q tioﬂl}__

O0O0O0 OO0

o]

e eNe]

o oo O

Total book value on December 31, 1998: SEK 867 M. Projected rents for 1999 include SEK 163 M in contracted rents and SEK 9 M in estimated market

rents for unoccupied commercial and residential premises.

1 Refers to central (C) or other (O) locations,

EUROPE

Great Britain

London

Thomas More Square 1991
55, King William Street 1891
Hungary

Budapest

East West Business Center, Rakaczi ut 1-3 1991
Austria

Vienna
Holiday Inn Crown Plaza Hotel 1989

TOTAL EUROPE

364
298

855

0 1,517

44,863
5,281

18,265

68,399

2,174 47401
339 5918
1,083 20,193

19,460 19,460
23,056 92,972

108.0
319

520

223
214.2

Total book value on December 31, 1998: SEK 1,635 M. Projected rents for 1999 include SEK 208 M in contracted rents and SEK 5 M in estimated market

rents for unoccupied premises.

1) Refers to central (C) or other (O) locations.

| GRAND TOTAL, INVESTMENT PROPERTIES

32,931 108,386

569,087

366,413 1,076,817

1,212.7

Total book value on December 31, 1998: SEK 6,359 M. Projected rents for 1999 include SEK 1,137 M in contracted rents and SEK 75 M in estimated

market rents for unoccupied premises.
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INVESTMENT PROPERTIES IN PARTLY OWNED PARTNERSHIPS AND LIMITED PARTNERSHIPS, DECEMBER 31, 1998

All figures refer to Skanska’s holding.

County, municipality, Year built/ Leasable space, sq m Rental value Site Loca-
property desig!@g@:, street add!'gfg ~ renovated Residential L flela]l Office thgr . Total 1999, SEKM leasehold ‘_EETL
Stockholm

Tryckeriet 13 m f| (509%), Trekantsv 1,3,5 1965 15,130 9,548 24,678 172 S
Gothenburg

Lorensberg 45:18 (60%), Kungsportavenyn 10-12 1971 818 906 94 1918 47 - _C
Total ' o . ‘918 16,036 9,642 26,596 219

Total book value on December 31, 1998: SEK 17 M. Projected rents for 1999 include SEK 20 M in contracted rents and SEK 2 M in estimated market rents

for unoccupied commercial and residential premises.

") Refers to central (C) or other (0) locations. South of central Stockho!m (S).

COMPLETED REAL ESTATE PROJECTS

Responsible unit, Leasable space, sq m Projected rental Projected operating net,
property designation, municipality Rgsiﬂ}iﬂ __Retail Office Other Total value, SEK l\.='l‘“ - _iy_l[y_vl_eaﬂ SEK M
Bresund
Trollhattan 4, 6, 7 (University College), Malmg2 10,767 10,767 16.8 1561
Niels Juels Gade, Copenhagen 1,643 130 1,673 23 292
Gothenburg
Vammedal 2:166 , MaIndal 5,150 5,160 58 b
Marknaden 2, Helsingborg? 1,137 1,137 1.0 09
Total, Project Development Sweden 6,287 1,543 10,887 18,717 26.0 23.7
Europe
Atrium Plaza, Warsaw 1516 12,534 14,050 449 433
Total, Project Development Europe 1,516 12,534 14,050 44.9 _43.3
Total, completed real estate projects 7,803 14,077 10,887 32,767 709 67.0
Sweden Europe Total
Book value, December 31, 1998, SEK M 1563 259 412
Economic occupancy rate, Dec. 31, 1998, % 84 52 76
" Projected rental valua refers to estimated annual rent, fully leased, when each property is completed.
9 This property is included in the list of investment properties on December 31, 1998 and has undergone extensive upgrading.
CURRENT REAL ESTATE PROIJECTS
Year and month Projected Projected
Responsible unit, of projected Leasable space, sqm rental value, operating net,
property dgiigr!g!_ign, municipality completion Residential Retail QHi_::g_ _g_ty_e_r___ __ _‘_'_I‘g!a_l_ SF:K M fE_I_I]!r_[easeﬁ, Sih'l_
Stockholm
Hagalund 2:6-7, Solna 0104 37236 5,866 43,102 70.6 625
Gangaren 13, Stockholm 99 06 34,2056 1,235 35,440 529 485
Gangaren 14, Stockholm 99 06 11,190 11,190 213 186
Atleten B, Sundbyberg 99 04 132 7013 7,145 122 11.2
Eken 6, Sundbyberg 99 04 6,635 6,635 10.1 8.7
@resund
Dsterpmt Malmo 99 12 70 9,543 412 10,025 134 119
Kalvebod Brygge, Copenhagen? 89 07 7,740 9250 7990 14.8 13.8
Sit Jérgen 21 part of, Butterick's Malmo 0103 3,906 7364 074 11,644 22.0 18.4
Gothenburg
Garda 13:3, Gothenburg 9912 20,574 20,574 338 296
Vammedal 2:162, Kallered 99 04 4163 267 720 5,160 59 5.7
Total, Project Development Sweden 8,271 141,667 8787 158,605 257.0 2289
Europe
West End Business Center, Budapest 9912 862  T7b 75 8,477 173 164
Total, Project Development Europe 862 7,540 75 8,477 17.3 16.4
Total, current real estate projects 9,133 149,207 8,832 167,172 274.3 2453
Sweden Europe Total
Projected bock value upon completion, SEK M 23156 109 2424
Book value, December 31, 1998, SEK M 966 22 978
Economic occupancy rate, Dec. 31, 1998, % 84 0 80

! Projected rental value refers to estimated annual rent, fully leased, when each property is completed.
2 This property was sold early in 12988,

The property list is continuously updated on Skanska's web site, www.skanska.se

77



BOARD OF DIRECTORS AND AUDITORS

Back row from the left: Per-Olof Eriksson, Clas Reuterskit!d, Bengt Jarrestedt, Folmer Knudsen, Eva Elofsson-Merila, Ivan Karlsson. Middle row: Finn Johnsson, Nils-Erik Pettersson, Séren Gyll,
Jargen Persson. Front row: Roger Flanagan Claes Bjérk, Bo Rydin.

Bo Rydin

Stockho!m, born 1932,

Chairman. Elected in 1994,

DrEcon. (Hon), DrEng. (Hon.) Other
directorships: SCA (Chairman), Industrivirden
(Chairman), Graningeverken (Chairman),
Svenska Handelsbanken (Vice Chairman),
SAS representskap.

Holdings in Skanska: 2,500 Series B shares,

Claes Bjork

Greenwich, Connecticut, US.A, born 1945,
Elected in 1997,

President and Chief Executive Qfficer of
Skanska,

Holdings in Skanska: 4,360 Series B shares.

Per-Olof Eriksson

Sandviken, born 1938.

Elected in 1994,

DrEng. (Hon.). Other directorships: Swedish
National Grid (Chairman), Thermia (Chairman),
Sandvik, Svenska Handelsbanken, SSAB,
SKF, Volvo, Custos, Preem Petroleum, NV,
Koninklike Sphinx, Gustavsberg, Assa Abloy,
Royal Institute of Teehnology, Federation of
Swedish Industries. Member of Royal Swedish
Academy of Engineering Sciences.

Ho!dings in Skanska: 1,800 Series B shares,
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Roger Flanagan

Henley-on-Thames, Oxon, England, born 1944,
Elected in 1998.

Holdings in Skanska: O shares.

Sdren Gyll

Saltsjg-Duvnis, born 1940.

Elected in 1997,

Other directorships: Pharmacia & Upjehn
(Chairman), Volvo, SKF, SCA, Bilia, Cresa
Ventures SA.

Holdings in Skanska: 238 Series B shares.

Finn Johnsson

Gothenburg, born 1946,

Elected in 1998,

President of Mélnlycke Health Care. Other
directorships: Volvo, Persterp, Thomas
Concrete Group, MVI (Chairman).

Holdings in Skanska: 1,000 Series B shares.

Clas Reuterskicld

Stocksund, born 1939,

Elected in 1998.

President and CEO of Industrivarden. Other
directorships: AGA, Ericsson, Sandvik, SCA,
Svenska Handelsbanken.

Holdings in Skanska: 450 Series B shares.

Bengt Jarrestedt

Spanga, born 1946,

Swedish Building Workers' Union.
Appointed in 1991. Woaod worker.
Holdings in Skanska: 10 Series B shares.

Ivan Karlsson

Uddevalla, born 1937,

Unien for Service and Communication
(SEKOQ). Appointed in 1992, Rack worker.
Holdings in Skanska: 738 Series B shares.

Folmer Knudsen

Esldv, born 1942.

Swedich Building Workers' Unlon.
Appointed in 1992, Wood worker,
Deputy Board member,

Holdings in Skanska: 120 Series B shares.

Eva Elofsson-Merila

Vetlanda, born 1850,

Swedish Union of Clerical and Technical
Emplayees in Industry (SIF).

Appointed in 1992. Personnel Department.

Deputy Board member.
Holdings in Skanska: O shares.

lérgen Persson

Svedala, born 1949,

Swedish Industrial Union. Appointed in 1997,
Concrete worker. Deputy Board member.
Holdings in Skanska: O shares.

Nils-Erik Pettersson

Hemmingsmark, born 1948,

Swedish Union of Supervisors (LEDARNA).
Appointed in 1998. Production manager,
Holdings in Skanska: 2,430 Series B shares.

AUDITORS

Anders Scherman
Malma.
Authorized Public Accountant

Bernhard Ghrn
Stockhalm.
Authorized Public Accountant.

DEPUTY AUDITORS

Christer Ljungsten
Malma.
Autharized Public Accountant.

George Pettersson
Stockholm.
Authorized Public Accountant.




GROUP MANAGEMENT

10. Anders C Karlsson. 11, Per Westlund.

Claes Bjork

President and Chief Execulive Officer
Born 1945,

Joined Skanska in 1967,

Holdings in Skanska: 4,360 Saries B shares.

Stuart E. Graham

Head of the Skanska USA
business area

Born 1946.

Joined Skanska in 1980.

Haldings in Skanska: 500 Series B shares.

Anders C Karlsson

Head of the Skanska Europe
business area

Born 1950.

Joined Skanska in 1996.

Holdings in Skanska: O shares.

Rune Kjellman

Senior Vice President, Personnel
Born 1944,

Joined Skanskain 1288,

Holdings in Skanska: 0 shares.

Einar Lundgren

Chief Counsel and

Secretary to the Board

Born 1952,

Joined Skanska in 1993

Holdings in Skanska: 100 Series B shares.

Anders Nyrén

Executive Vice President, Finance
Born 1954,

Joined Skanska in 1997

Holdings in Skanska: 2,000 Series B shares.

S 10

Per-lngemar Persson

Head of the Skanska Sweden
business area

Born 1956.

Joined Skanska in 1982

Holdings in Skanska: 20 Series B shares.

Cecilia Schén

Senior Vice President,
Corporate Communications
Born 1956.

Joined Skanska in 1998,
Heldings in Skanska: 0 shares.

Birgitta Strémberg
Senior Vice President,
Information Technology
Born 1947,

Joined Skanska in 1998.
Holdings in Skanska: O shares.

AR

1. Birgitia Strémberg. 2. Rune Kjel'man, 3, Anders Nyrén. 4, Cecilia Schén. 5. Einar Lundgren. 6. Claes Bjérk. 7. Per-Ingemar Persson. 8. Mats Wappling. 9. Stuart E. Graham,

Per Westlund

Executive Vice President,

Group Development.

Born 1944,

Joined Skanska in 1968.

Holdings in Skanska: 1,045 Series B shares.

Mats Wéappling

Head of the Project Development
and Real Estate business area
Born 1956.

Joined Skanska in 1979,

Holdings in Skanska: O shares.
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ANNUAL SHAREHOLDERS’ MEETING

The Annual Shareholders’ Meeting of Skanska AB will be held at 4:00 p.m. on
Monday, May 3, 1999 at Malmé Konserthus (Concert Hall), Féreningsgatan

35, Malmd, Sweden.

Entitlement to participate in the Annual Meeting
To be entitled to participate in the Annual Meeting, shareholders must

o be listed in the print-out of the register of shareholders made as of April 23,
1999; thus, shareholders whose shares have been registered in the name of
a trustee must have temporarily re-registered their shares no later than April
23, 1999 in their own name to be entitled to participate in the Meeting
(such registration should be requested a few days in advance from the bank
or brokerage house holding the shares in trust).

o notify Skanska no later than 12 noon, Wednesday, April 28, 1999 of their
intention to participate in the Meeting.

Notification
Shareholders who wish to participate in the Meeting may send notification either

e by mail to Skanska AB, Group Legal Affairs, Box 1195,

SE-111 91 Stockholm, Sweden.
o by telephone to +46 8-753 84 06 (Skanska Group Headquarters) or
o by fax to +46 8-753 37 52.

This notification should state the shareholder’s

° name
s national registration or corporate identity number
o address and telephone number.

If participation is authorized by proxy, this must be sent to the Company before
the Annual Meeting,

Shareholders who wish to participate in the Meeting must have notified the
Company to this effect no later than 12 noon, Wednesday, April 28, 1999,
when the notification period expires.

Shareholders who have duly notified the Company of their intention to par-
ticipate in the Annual Meeting will receive an admittance card, which should
be brought to the Meeting and shown at the entrance to the Meeting venue.

Dividend
For 1998, the Board of Directors proposes a dividend of SEK 12 per share to
the shareholders.

The Board proposes Thursday, May 6, 1999 as the date of record to qualify
for the dividend. Provided that the Annual Meeting approves this proposal, the
dividend is expected to be mailed by the Swedish Securities Register Center
(VPC) on Friday, May 14, 1999.

FINANCIAL INFORMATION DURING 1999

Year-End Report, 1998 Results  February 25
Annual Report for 1998 Early April (English version: mid-April)

Three Month Report May 3
Six Month Report August 30
Nine Month Report . November 4

As a complement to the Annual Report, Skanska is publishing a separate
Environmental Report for 1998 during April.

Information can be ordered from:

Skanska AB

Corporate Communications
Box 1195

SE-111 91 Stockholm, Sweden
Telephone +46 8 753 88 00
Fax +46 8§ 755 12 56

Skanska’s financial information is also available on its web site www.skanska.se
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ADDRESSES

GROUP HEADQUARTERS

Skanska AB

Box 1195

SE-111 91 Stockholm, Sweden

Street address: Klarabargsviadukten 80
Telephone: +46 8 753 88 00

Fax: +46 8 755 12 56

Skanska AB

SE-205 33 Malmd, Sweden

Street address: Nordenskitldsgatan 4
Telephone: +46 40 14 40 00

Fax: +46 40 14 46 50

SKANSKA SWEDEN

Skanska Sverige AB

SE-205 33 Malmb, Sweden

Street address: Nordenskidldsgatan 4
Telephone: +46 40 14 40 00

Fax: +46 40 14 44 50

Skanska Business Development
SE-118 99 Stockho!m, Sweden

Street address: Magnus Ladulasgatan 2
Telephone: +46 8 753 88 00

Fax: +46 8 76563 17

Skanska Installation AB
Box 3184

SE-350 43 Véxjs, Sweden
Street address: Sjduddevagen 7
Telephone: +46 470 75 88 90
Fax: +46 470 75 88 94

Skanska Prefab AB

SE-205 33 Malmé, Sweden

Street address: Nordenskidldgatan 4
Telephone: +46 40 14 40 00

Fax: +46 4097 71 15

Skanska Stalteknik AB
Box 803

SE-391 28 Kalmar, Swaden
Streat address: Husangsvagen 5
Telephone: +46 480 220 60
Fax: +46 480 241 33

SektionsByggatna AB

Box 1203

SE-181 23 Lidingd, Sweden

Street address: Stockho!msvagen 18
Telephone: +46 8 767 03 10

Fax: +46 B 767 60 40

Skanska Maskin AB

SE-118 99 Stockholm, Sweden

Street address: Magnus Ladulisgatan 2
Telephone: +46 8 7563 80 00

Fax: +46 8 755 82 98

Skanska Residential Construction

SE-205 33 Malmd, Sweden

Street address: Nordenskidldsviagen 4
Telephone: +46 40 14 40 00

Fax: +46 40 14 46 50

Skanska Commercial Buildings
SE-118 99 Stockholm, Sweden

Street address: Magnus Laduldsgatan 2
Telephone: +46 8 7563 80 00

Fax: +46 8 753 67 91

Myresjohus AB

SE-574 85 Vetlanda, Sweden
Myresjo

Telephone: +46 383 960 00
Fax: +46 383914 40

Skanska Northern Sweden
SE-851 78 Sundsvall, Sweden
Street address: Kolvagen 14
Telephone: +46 60 19 60 00
Fax: +46 60 19 50 99



Skanska Road Construction
SE-405 18 Gothenburg, Sweden
Street address: Lilla Bommen 2
Telephone: +46 31 771 10 00
Fax: +46 31 1606 30

Skanska Asphalt and Concrete
Box 1219

SE-351 12 Vaxjo, Sweden

Street address: Kronobergsgatan 10
Telephone: +46 470 880 00

Fax: +46 470 892 70

Skanska Underground Construction and Bridges
SE-118 99 Stockholm, Sweden

Street address: Magnus Ladulasgatan 2

Telephone: +46 8 753 80 00

Fax: +46 8 753 61 28

Stabilator AB

SE-118 99 Stockholm, Sweden

Street address: Magnus Ladulasgatan 2
Telephene: +46 8 763 02 40

Fax: +46 8 753 47 90

Skanska International Civil Engineering AB
SE-182 25 Danderyd, Sweden

Street address: Vendevégen 89

Telephone: +46 8 7563 80 00

Fax: +46 8 753 46 13

Sundlink Contractors HB
Box 501 14

SE-202 11 Malmé, Sweden
Street address: Hemsagatan 7
Telephone: +46 40 680 92 00
Fax: +46 4068092 01

SKANSKA EUROPE

Skanska Europa AB

SE-205 33 Malmd, Sweden

Street address: Nordenskildsgatan 4
Telephone: +46 40 14 40 00

Fax: +46 40 14 45 40

Skanska lensen A/S
Baltorpvej 154

DK-2750 Ballerup, Denmark
Telephone: +45 44 77 99 99
Fax: +45 44 77 98 99

Skanska Oy

POBox 114

SF-00101 Helsinki, Finland
Street address: Pasilanraitio 9
Telephone: +358 9 6152 21
Fax: +358 9 6152 2271

Skanska AS

PO. Box 6881

St Olavs Plass

NQO-0130 Oslo, Norway

Street address: Holbergs gate 1
Telephone: +47 22 99 45 00
Fax: +47 22 99 45 45

Skanska International Construction AB
SE-205 33 Malm3, Sweden

Street address: Nordenskiéldsgatan 4
Telephone: +46 40 14 40 00

Fax: +46 40611 82 16

Poggenpohl Group
Poggenpohl Mobelwerke GmbH
Poggenpohlstrasse 1
DE-32051 Herford, Germany
Telephone: +49 5221 3810
Fax: +49 5221 3813 21

Kéhrs Group

AB Gustaf Kahr

Box 805

SE-382 28 Nybro, Sweden

Street address: Dunderbergsgatan 10
Telephone: +46 481 46000

Fax: +46 481 178 31

Essmann Group

Skanska AB

SE-205 33 Malmo, Sweden

Street address: Nordenskildsgatan 4
Telephone: +46 40 14 40 00

Fax: +46 40 14 45 40

Elit Fonster AB

Box 153

SE-574 22 Vetlanda, Sweden
Street address: Brogardsgatan 1
Telephone: +46 383 76 34 C0
Fax: +46 383 76 34 01

Skanska Polska Sp.z.0.0.
Al Jana Pawla 11 29
PL-00-867 Warsaw, Poland
Telephone: +48 22 653 8400
Fax: +48 22 653 8205

Skanska UK Ltd

5 Hyde Park Gate

London SW7 BEW, England
Telephone: +44 171 581 4161
Fax: +44 171 584 4934

SKANSKA USA

Skanska (USA) Inc.
16-16 Whitestone Expressway
Whitestone, NY 11357, USA.
Telephone: +1 718 747 3454
Fax: +1 718 747 3458

Slattery Skanska Inc.
16-16 Whitestone Expressway
Whitestone, NY 11357, USA.
Telephone: +1 718 767 2600
Fax:+1 718 767 2663

Koch Skanska Inc.

400 Roosevelt Avenue
Carteret, NJ 07008, US A.
Telephone: +1 732 968 1700
Fax:+1 732 969 0197

Sordoni Skanska Construction Co.

400 Interpace Parkway, Building C
Parsippany, NJ 07054, USA.
Telephone: +1 973 334 5300
Fax: +1 973 334 5376

Beers Construction Co.
70 Elis Street, NE.

Abianta, GA 30303, USA
Telephone: +1 404 659 1970
Fax: +1 404 656 1665

Spectrum Skanska Inc.
115 Stevens Avenue

Valha!la NY 10595 LIS A
Telephone: +1 914 773 1200
Fax: +1 914 773 0300

Tidewater Skanska Group Inc.
800 S. Military Highway

Virginia Beach, VA 23464
Telephone: +1 757 578 4100

Fax: +1 767 366 0491

SKANSKA PROJECT DEVELOPMENT
AND REAL ESTATE

SE-118 99 Stockho!m, Sweden

Street address: Magnus Ladulasgatan 2
Telephone: +46 8 763 80 00

Fax: +46 8 753 89 59

Skanska @resund AB

SE-205 33 Malmo, Sweden

Street address: Nordenskidldsgatan 4
Telephone: +46 40 14 40 00

Fax: +46 40 23 49 21

Skanska Fastigheter Goteborg AB
SE-405 18 Gothenburg, Sweden

Street address: Lilla Bommen

Telephone: +46 31 771 10 00

Fax:+46 31 1583 05

Skanska Fastigheter Stockholm AB
SE-118 99 Stockholm, Sweden

Street address: Rosenlundsgatan 29 B
Telephone: +46 8 753 86 00

Fax: +46 8 622 58 03

Skanska Project Development Sweden
SE-118 99 Stockholm, Sweden

Street address: Rosenlundsgatan 29 B
Telephone: +46 8 753 86 00

Fax: +46 8 755 76 20

Skanska Project Development Europe
SE-118 99 Stockholm, Sweden

Street address: Magnus Ladulasgatan 2
Telephone: +46 8 763 80 00

Fax: +46 8 7563 89 59

Skanska BOT AB

SE-118 99 Stockholm, Sweden

Street address: Magnus Ladulasgatan 2
Telephone: +46 8 7563 88 00

Fax: +46 8755 13 96

SUPPORT COMPANIES

Skanska Data AB

SE-118 99 Stockholm, Sweden

Street address: Magnus Ladulasgatan 2
Telephone: +46 8 763 80 00

Fax: +46 8 753 83 06

Skanska Teknik AB

SE-118 99 Stockholm, Sweden

Street address: Magnus Ladulasgatan 2
Telephone: +46 8 753 80 00

Fax: +46 8 7563 60 48

Skanska Financial Services AB
SE-118 99 Stockholm, Sweden

Street address: Magnus Ladulasgatan 2
Telephone: +46 8 753 80 00

Fax: +46 8 763 18 62

Skanska Invest

Box 1195

SE-111 91 Stockholm, Sweden

Street address: Klarabergsviadukten 90
Telephone: +46 8 753 88 00

Fax: 446 87685 06 64

Skanska Forsdkrings AB
SE-118 99 Stockholm, Sweden

Street address: Magnus Ladulasgatan 2
Telephone: +46 8 7563 80 00

Fax: +46 8 753 80 58

SCEM Reinsurance S.A.

BP 523
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