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‘Comments on the English version
of Skanska’s Annual Report

For the convenience of readers who may not be familiar
with Swedish accounting and reporting practices, this
English-language version of Skanska’s Annual Report
contains additional explanatory comments on page 34,
Otherwise the presentation of financial and other infor-
mation is the same as in the Swedish version, except that
certain detailed statistics on employees in Sweden and on
Group stockholdings — required by the Swedish
authorities but of little interest to foreign readers — have
been omitted.

Tc'ihe following international currency codes have been
used:
SEK  Swedish kronor
BEC Belgian francs (commercial)

CAD Canadian dollars
DEM West German marks
DKK Danish kroner

ESB  Spanish pesetas

FRF  French francs

GBP  British pounds sterling
HKD Hong Ig)ong dollars
NGN Nigerian nairas
NLG Dutch guilders
NOK Norwegian kroner
PTE  Portugese escudos
SAR  Saudi Arabian riyals
USD  United States dollars
YRI  Yement riyals

The abbreviation M after a currency code and amount

means millions, while 000 means thousands. Figures in

arentheses after 1987 amounts refer to the correspond-
ing 1986 amounts, Sveriges Riksbank is Sweden’s central
bank. All places mentioned are in Sweden unless other-
wise specified,

During 1987 the average exchange rate for Swedish
kronor to U.S. dollars was SEK 6.33 = USD 1. The year-
end rate was SEK 5.86.
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Skanska 1987

Group Financial Highlights

Contracting operations were once again profitable.
There was a sharp rise in capital spending on investment properties
initiated during the period.

Purchase of Goéteborgshem, a Gothenburg municipal housing company,
was completed and its merger with Skanska took place.
Winning an architectural competition gave Skanska a major office project
in the London Docklands redevelopment area.

JM Byggnads och Fastighets AB, a Swedish construction and real estate
company, became a subsidiary as of May 27, 1987.

Adjusted earnings per share were twice their 1986 level.
Forecast for 1988: Consolidated income before extraordinary items will
be about the same size as in 1987,

Amounis in SEK M unless otherwise stated 1987 1986
Revenues ‘ 19,631 16,103
Of which, construction abroad 2,262 2,632
As percentage of revenues 12 16
Income before allocations and taxes 1,645 1,050
Of which, Contracting operations eic 524 -12
Sale of investment and development
properties 374 161
Development properties -31 -
Property management 411 290
Financial management 439 455
Extraordinary items 141 152
Income from JM before acquisition and .
minority interest inincome -213 4
Investment and development properties (book value) 8,366 4,248
Total assets 24,685 19,296
Dividend per share, SEK 3.50% - 3.00
Adjusted earnings per share, SEK 16.40 7.6b
Adjusted earnings per share after
extraordinary items, SEK 19.50 9.25
Return on shareholders' equity, % 20.5 11.2
Return on capital employed, %_-_ 20.8 16.2
Equity/assets ratio, % 24.5 23.2
Number of employees in Sweden 22,879 19,846
Abroad 6,539 7,781
Total 29,418 27,627

=) Proposed by the Board of Directors.

For definitions of financial ratios, see page 35.




The President’s review of 1987

During 1987 Skanska observed its
100th anniversary. This provided us
with a natural reason to disseminate
information about what we can do,
what we want and what we stand for.
Between May and October, our
Anniversary Train rolled through
Sweden, visiting 90 cities and towns —
from Gallivare in the Arctic north to
Trelleborg at the southern tip of the
country.

_ Some 65,000 people saw our exhibi-
tion aboard this tran. It traced the
evolution and major changes that our
Company and the world around it
have undergone during these past 100
years. It also showed that Skanska has
become the leading construction com-
pany in Sweden by developing new
methods and techniques. This in turn
has led to the emergence of industrial
companies and specialized firms that
complement Skanska’s Swedish con-
tracting operations, as well as large-
scale contracting operations abroad
and the creation of sizable real estate
holdings.

On the day of our 1987 annual
meeting of shareholders, a symposium
entitled “The Future is Here: Perspec-
tives on People, Methods and Mar-
kets” was held, The symposium pro-
vided evidence that SKanska will con-
tinue its vigorous promotion of tech-
nological development. In recent
Kears, our resources for this purpose

ave increased sharply. Our objective
is to maintain our specialized know-
ledge of every stage of the construction
process and of all the product
categories in which the building trade
is divided. During 1987 a decision was
made to distribute our development
reserve funds equally between R&D
and training of our personnel — train-
ing that will gain greater importance
beginning on October 1, 1988 when
people formerly employed for sHeciﬁc
projects become more closely affiliated
with the Company through new forms
of employment.

Hope for changes in residential
construction rules

In connection with the agreement be-
tween labor and employer organiza-
tions on more permanent forms of
employment in the construction indus-
try, the Government declared its will-
ingness to review a number of the
existing rules that apply to residential
construction in Sweden. The oppor-
tunity to acquire land and build dwell-
ings as investment properties — com-
bined with some reduction in the red
tape that surrounds the residential

Lars-Ove Hikansson, President and Group
Chief Executive.

construction process — could create
opportunities for better product
development as well as better-planned
and therefore less expensive produc-
tion.

During 1987 the construction indus-
try enjoyed favorable economic condi-
tions. Building investments rose by
about 4 percent and outlays for build-
ing maintenance by 1 percent. Nor is
any slowdown expected during 1988
and 1989,

The increase in the costs of subcon-
tracted services and building materials
surpassed the rate of inflation in 1987,
due to heavy demand. In addition, the
construction industry experienced
troublesome wage drift. IEhe good con-
struction market nevertheless resulted
in an improved price situation, making
it possible to raise the margins on
newly signed orders to a level more
closely corresponding to the profitabil-
ity requirements we have established
for our domestic contracting opera-
tions. Skanska has maintained an
unchanged 20 percent share of the por-
tion of t%e Swedish construction mar-
ket open to contracting companies.

Strategic planning for Swedish
contracting operations

During 1987 we completed the process
of strategic planning in our Swedish
contracting operations that we began

during 1985 and 1986. Among other
things, this entailed:
@ Further concentration on the basic
operations of each respective part of
the organization. In some cases this
has meant discontinuing extraneous
and less profitable operations.
® A continued vigorous commitment to
technological development in each
production sector.
® Expansion of our quality assurance
programs so that they now encompass
all employees and all stages of the con-
struction process.
® A greater commitment to personnel
development in general and manage-
ment cﬁave[opment in particular.
Skanska has a large market share in
Sweden. To be able to maintain this
while also achieving good economic
results, we must be capable of submit-
ting better proposals and better price
bids than our competitors. In this
respect, we made good progress during
1987. Concentration and specializa-
tion helped us to reduce substantially
the proportion of contracts that
resulted in losses. At the same time, we
have noted a growing interest from our
clients in using our services during
early stages of the construction pro-
cess. As a result, directly negotiated
contracts and package deals represent
a growing proportion of our work.
This has also meant that Skanska is
involved in a large number of future-
oriented projects such as Arlanda Stad
at Stockholm International Airport,
the Barkarby residential and commer-
cial development northwest of Stock-
holm, the Eurostop highway service
centers, plans for light rail service be-
tween Stockholm’s northern suburbs
and the proposed Osterleden ring
roadftunneParound the capital. %he
acquisition of the municipal housing
company AB Géteborgshem, with
4,308 residential units in great need of
repairs and modernization, will entail
a major design-construct task, which
our Gothenburg regional district will
carry out over a 10-year period. Heavy
demand for housing in Gothenburg
and the opportunity to take advantage
of the loss deductions included in the
acquisition make this a very attractive
proposition for our Company.

Skanska the largest shareholder

in JM

The purchase during 1987 and 1988 of
those shares in JM Byggnads och Fas-
tighets AB that were previously held
by the investment company AB Indus-
trivirden, the insurance company For-
sikrings AB Skandia and the news-



aper company Tidnings AB

larieberg have made us the largest
shareholder in JM by far. JM has very
good real estate holdings and the
potential for adding further properties
1 good locations, but earnings from its
contracting operations are compara-
tively weak. The company possesses
good technological expertise, however,
and JM should be able to improve its
earnings to a more acceptable level in
1988 by means of continued restruc-
turing measures.

§[}l:>ecialized companies
1e Skanska Group’s industrial and
specialized comﬁanies, which supple-
ment its Swedish contracting opera-
tions, achieved very good earnings due
to the good construction market and
because several of them are leaders in
their respective fields. Market condi-
tions for these companies seem likely
to remain favorable during 1988.
During 1987 Skanska sold its
plumbing, heating and ventilation
companies Aqveduktor AB and AB
Johan §jostrém to Calor-Celsius, a
corporation in which Skanska now
owns a 25 percent stake. Calor-Celsius
has annual sales of SEK 2,700 M,
mainly in plumbing, heating, ventila-
tion and industrial piping installation.
The net worth of Calor-Celsius rose
during 1987, but the company showed
a loss. Vigorous steps were taken dur-
ing 1988 to improve its earnings.

titive disadvantages for
ish project exports
Skanska made substantial provisions
in its 1986 accounts for expected losses
on international contracts signed in
prior years. The financial outcome of
the projects completed during 1987
indicates that these provisions were of
appropriate size, At the same time,
some major civil engineering projects
that were completed showed very good
earnings. Order influx in Skanska’s
international operations was weak
during 1987. This was primarily duc
to a decline in the numgcr of interna-
tional projects and a deterioration in
the ability of potential clients to pay
for projects. New assignments were
nevertheless obtained in Panama and
Tanzania, Preparatory work is under-
way for a Scandinavian Airlines Sys-
tem (SAS) hotel in Beijing, China, in
which we will own a 25 percent share,
provided the project goes forward as
planned. During 1987 Skanska gained
publicity by winning an architectural
competition for a large commercial
and office space project on the border-
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line between the City of London and
the London Docklands redevelopment
area. Our project know-how paid off'in
this case.

Compared with other countries,
Swedish project exports have competi-
tive disadvantages in terms of credit
periods, credit costs and incentives for
risk-taking. There has been a growing
demand for so-called mixed credits by
many countries that have difficulty
meeting payments. In Sweden, these
credits are administered by the
Agency for International Technical
and Economic Cooperation (BITS).
The BITS credit system contains
excessively complex rules to be effec-
tively applied to today’s project
exports, and in comparative interna-
tional terms they are too development
aid-oriented. It 1s thus impossible, for
example, to obtain a preliminary rul-
ing. Furthermore, the decision-making
process is slow and competitive bid-
ding is a prerequisite for BITS credits.

Sweden must make it possible to
employ these credits to a greater
extent as a means of competition. This
is a prerequisite if the Swedish con-
struction industry is to compete on
equal terms with its counterparts
abroad.

During 1987 Canadian Foundation
Co. Ltd., in which Skanska was half-
owner, merged with Banister Conti-
nental Ltd. Skanska is now one of
three large owners of the latter com-
pany, with a 15 percent share.

In the United States, our steel struc-
ture specialist Karl Koch Erecting
Company, with sales of USD 40 M,
had another successful year.

Continued expansion in real estate
Our real estate operations show con-
tinued favorable growth and good, ris-
ing earnings. During 1987 projects
costing about SEK 750 M were com-
pleted. The occupancy rate in com-
Blctcd projects is about 98 percent.

uring both 1988 and 1989, properties
costing more than SEK 1 billion will
be completed.

The market value of our real estate
holdings again rose sharply. There
are, however, clear tendencies toward
market saturation in many places.
Assuming low inflation during the
next few years, only a decline In inter-
est rates could justify continued price
increases on real estate. As part of this
year’s annual report, we are present-
ing a list that includes most of our real
estate holdings as background to facili-
tate comparisons with other property-
owning companies.

In the long term, Skanska antici-
pates a gradual divestment of proper-
ties equivalent in value to a portion of
the properties added each year to our
real estate holdings. As part of this
process, during 1987 preparations
were undertaken to spin off AB Drott,
a company with real estate holdings in
Skane (Sweden’s southernmost prov-
ince) worth about SEK 1 billion. The

radual divestment of shares in Drott
ﬁas been deemed more advantageous
to Skanska than the sale of individual
properties.

During 1987 we sold our stake in the
real estate company Fastighets AB
Stockholms Badhus in connection with
a purchase ofter by the Skandia insur-
ance group. A substantial rise in the
value of the company’s property hold-
ings during our two-year shareholding
{geriod resulted in a large capital gain
rom this transaction. Most of Skan-
ska’s other large shareholdings not
specifically commented upon here

eveloped nicely during 1987.

Favorable long-term growth

During the past few years, Skanska
has undergone extensive restructuring.
Many opportunities for improvements
remain, but the Group as a whole has
essentially achieved a satisfactory level
of profitability. We have good reason
to Ejok forward to favorable long-term
growth.

The centennial year of 1987 was a
successful year for Skanska. In my
judgment, 1988 has the potential to be
yet another good business year for us.



Report of the Directors

The Board of Directors and the Presi-
dent of Skanska Aktiebolag herewith
present their report on the Com-
pany’s operations during 1987,

The economic situation

During the first half of 1987, interna-
tional economic conditions weakened
somewhat. Most of the downturn was
recovered during the rest of the year,
however. In Sweden, growth in
demand occurred primarily in pri-
vate consumption. The Gross
Domestic Product (GDP) grew by an
estimated 2.8 percent. The rate of in-
flation climbed in most industrialized
countries. In Sweden, the consumer
price index in December 1987 was 5.2
percent higher than one year earlier,
a comparatively rapid rise from an
international perspective.

Construction investments in Swe-
den rose by 4 percent compared with
1986. The main reason was sharply
higher residential construction.
According to preliminary figures, the
number of housing starts was about
38,100 units, an increase of more
than 30 percent over 1986. Construc-
tion investments by the business sec-
tor also increased during 1987, while
public-sector building showed a sub-
stantial decline. During most of the
year there were restrictions on ini-
tiating the construction of office and
commercial buildings, due to the
labor shortage.

As during 1986, international mar-
kets were characterized by stiff com-
petition and low price levels. In many
places, unstable currency exchange
rates, clients’ difficulties in meeting
anments and a lack of political sta-

ility were obstacles to potential new
orders.

On several occasions during 1987,
unstable foreign exchange and stock
markets resulted in abrupt changes in
Swedish market interest rates. Yet
the difference between the year’s
highest and lowest interest levels on
five-year government bonds was
nevertheless only slightly above one
percent. The corresponding figures
during the past few ycars have been
substantiale higher. Short-term
interest rates peaked around the end
of March and then remained rela-
tively unchanged at a lower level dur-
ing the second half. The official dis-
count rate was an unchanged 7.5 per-
cent throughout the year.

Invoiced sales
and earnings

The Grou

During 19;7 the Skanska Group’s
consolidated invoiced sales (includ-
ing all rental revenues but excluding
real estate sales) rose 0o SEK 16,631
M (16,103). The newly consolidated
construction and real estate compan
JM Byggnads och Fastighets AB an
its subsidiaries accounted for SEK
2,439 M of this increase. The increase
excluding JM was thus about 7
percent,

The Swedish market accounted for
SEK 17,369 M (13,471) of the
Skanska Group’s total invoiced sales,
a 29 percent advance. Invoiced sales
outside Sweden fell by about 14 per-
cent to SEK 2,262 M (2,632). All
these amounts include the shares of
Group companies in construction
operations carried out in consortia
with other companies.

The year’s contracts credited to
income totaled SEK 18,206 M
(16,303). Invoicing on contracts
credited to income fell to 100 percent
(108) of invoiced sales during the
year. As in prior years, the year’s
administrative expenses for construc-
tion operations were charged to
income.

Income after depreciation on con-
tracting operations etc. improved
sharply to SEK 524 M (—12). There
were sizable improvements in earn-
ings both in the Parent Company and
most major Group companies. Com-
ments on the Parent Company’s
earnings are provided in the next
section.

Parent Company

The year’s invoiced sales (including
rental revenues) by the Parent Com-
pany and those subsidiaries which
operate on a commission basis for it
increased to SEK 12,826 M (12,399).
Swedish invoiced sales accounted for
SEK 11,914 M (11,070) of this, while
sales outside Sweden were only SEK
912 M (1,329). The Company’s share
of revenues from building activities
carried out in consortia with other
companies accounted for SEK 1,431
M (1,522) of total invoiced sales. The
Parent Company’s purchases from
other Group companies totaled SEK
266 M, while sales to such companies
reached SEK 746 M.

The year’s operating income after
depreciation improved to SEK 334 M
(—59). Invoicing for contracts cred-
ited to income remained high,
amounting to 104 percent (111) of

invoiced sales. Earnings in 1986 were
adversely affected by t%e fact that the
Company’s international operations
showed poor earnings on some com-
pleted contracts and the fact that
extensive provisions were required
for possible losses on continuing proj-
ects. During 1587, operations out-
side Sweden were not hurt by any
similar problems, resulting in a clear
improvement in earnings. Operations
in Sweden showed a continued
improvement in profits. The Com-
pany’s target of achieving earnings of
2 percent of incurred costs was
realized by many contracting units.

Order bookings from the Swedish
market continued to grow. In current
prices, the volume of new contracts
during the year was about 18 percent
higher than in 1986. There were only
a é:w major orders in international
operations during 1987. By year-end,
the order backlog was higher than at
the close of 1986, amounting to SEK
9.0 billion (7.7). Foreign orders
accounted for a mere 9 percent (14)
of this,

JM Byggnads och Fastighets AB
At the end of May 1987, became
a subsidiary of Skanska by means of
additional share Purchases. This was
because Skanska's shareholding in
JM reached 54.5 percent of the voting
power. In terms of capital stock, how-
ever, Skanska’s stake was only 42.4
Eerccnt. The income statement and

alance sheet of the JM group have
been included in their entirety in the
corresponding Skanska Group
accounts. After this, the necessary
adjustments for Skanska’s period of
ownership and proportion of equity ,
were mac{Je under the headings '
"Earnings in JM before acquisition”
and "Minority interest.”

During 1987, JM’s invoiced sales

Revenues
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including rental revenues rose to
SEK 2,668 M (2,157). Of this
amount, sale of investment properties
accounted for SEK 229 M (96) and
rental revenues for SEK 281 M (274).

The operating income of the JM
group after depreciation but before
inancial items amounted to SEK
244.2 M (96.6), of which SEK 158.3
M (25.3) arose from the sale of
investment properties. Contractin
operations contributed SEK 12.9 M
(10.3) and property management
SEK 80.7 M ((?8.5). Earnings from
development properties totaled SEK
—7.4 M {(=7.3).

Other contracting companies
Aggregate revenues of this category
of companies increased to SEK 2,148
M (1,792). Invoicing on contracts
credited to income amounted to 94
percent (104) of this amount. Operat-
Ing income after depreciation
improved sharply to SEK 93 M (1).
The following paragraphs contain
brief comments on some of the larger
comganics. A more detailed report
can be found on pages 51 —52.

Revenues of Ohlsson & Skarne AB
continued to climb sharply during
1987, reaching SEK 825 M (634).
The volume credited to income more
than doubled to SEK 709 M (307),
and operating income after deprecia-
tion was thus SEK 13.6 M (0.2).

Revenues of the Danish subsidiar
C G Jensen A/S declined to SEK 576
M (580). Contracts credited to
income totaled only SEK 439 M.
Operating income after depreciation
was SEK 2.7 M (1.1).

The Industriventilation (IV) group’s

revenues fell to SEK 339 M (341),
and operating income after deprecia-
tion was SEK 6.7 M (7.8). Most of
the year’s operations were reported in
the accounts of IV Svenska AB.

In Norway, the subsidiary Skanska
A/S sharply increased its revenues to
SEK 316 M (162). The company’s
operating income after depreciation
was SEK 7.0 M (4.0).

Industrial companies etc.

Some of the Group companies that
carried out operations outside the
contracting and real estate fields
achieved a good increase in revenues.
For this category as a whole, 1987
invoiced sales rose to SEK 1,101 M
(950). Orcrating income after depre-
ciation also improved, amounting to
SEK 97 M (81).

The Myresjo group’s revenues
climbed more than 20 percent to
SEK 799 M (652). The group’s
operating income after depreciation
more than doubled to SEK 74.2 M
(35.8). ScktionsByggarna AB showed
a minor increase in revenues, which
reached SEK 126 M (121). Operat-
ing income after depreciation was
SEK 10.8 M (9.6). Y{cvcnues of
Boxholms Sig AB rose to SEK 125 M
(119). The depressed market situa-
tion contributed to continued
unsatisfactory earnings, SEK —9.9
M (=7.1).

Forvaltnings AB Albus earned a
net profit of more than SEK 28 M on
its trading in shares and options dur-
ing 1987. Its operating income was
only SEK 20,000, however, after the
company had written down its inven-
tory of shares according to the lowest
value principle.

Reports on some of the larger com-
panies’ operations can be found on
pages 52—53.

Property management companies
The Group’s rental revenues from
investment properties — excluding
JM — exceeded SEK 1 hillion for the
first time, reaching SEK 1,061 M

(962). Operating income on invest-
ment properties after depreciation
and interest on outside funds rose to
SEK 332 M (290). If JM is included,
the Group’s rental revenues
amounted to SEK 1,335 M and
operating income was SEK 411 M.
As in prior years, real estate tax —
which amounted to SEK 68 M for
investment properties — was not
charged to operating income but was
reported as a tax. Financial informa-
tion on properties owned by partner-
ships and limited partnerships in
which the Group’s stake is 50 percent
or less is reported separately in the
income statement effective from 1987.
Additional data on property manage-
ment is provided on pages 24—25.
Certain information on large proper-
ties in the Skanska Group’s real
estate holdings is also provided on
pages 26—29.

Sale of investment and
development properties

During 1987 the sale of investment
and development properties owned
by the Group brought in a total of
SEK 638 M. Investment properties
accounted for SEK 522 M, unde-
veloped land and development prop-
erties for the remaining amount. Tﬁe
largest single items were a property
in the Stockholm suburb of Solna
that JM sold to the National Board of
Public Building under an exchange
agreement and the real estate sub-
sidiary Fastighets AB Vellonia’s
share of the former Carlton Hotel
(now converted to offices) in down-
town Stockholm. Other real estate
holdings sold by Group companies
included an industrial property in
Vallentuna, a Stockholm suburb, and
a hotelin Alvdalen, north central
Sweden.
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ReporT OF THE DIRECTORS

The Group: Revenues by product categories
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In addition, the Skanska real estate
subsidiary Fastighets AB Sulcus sold
its participations in the limited part-
nership KB Vila Centrum, AB
Bjorka Gard & Co. Since the early
1970s, this company has owned and
managed a shopping center outside
Helsingborg, southern Sweden.
Given the nature of this holding, the
profit — a capital gain of SEK 37 M
— was reclaorted as a sale of invest-
ment and development properties.
The sale did not affect the amounts
stated in the previous paragraph.

The Group’s investment properties
are mainly owned by companies
which are classified as operating
companies from a tax standpoint,
This means that income from sales of
real estate are seldom taxed accord-
ing to capital gains rules.

Financial items

The Group’s financial assets are
managed mainly by the Parent Com-
pany, whose surplus in net financial
items dropped to SEK 480 M (520).
The Group’s surplus in net financial
items also declined from its level of
the preceding year to SEK 439 M
(455). The combined volume of
liquid assets and short-term invest-
ments were somewhat lower than in
1986. Although market interest rates
also fell from their 1986 levels, the
decline in interest revenues was on a
modest scale. The liquidity account
in the Riksbank contained an average
of about SEK 215 M during the year,
earning fixed interest of 7 percent.

The Group received dividends
from non-Group companies totaling
SEK 188 M (175). Of this amount,
SEK 125 M (125) came from com-
panies classified as long-term invest-
ments. Their dividends are exempt
from taxation.

Extraordinary items

The sale of shares from the long-term
portfolio yielded capital gains of SEK
368 M, with the sale of shares in the
real estate company Fastighets AB
Stockholms Badhus accounting for
SEK 337 M. Due to the nature of this
holding, the item was reported as
extraordinary revenue, even though
the purchase and sale of listed shares
are otherwise a natural element of the
Group’s financial management.

The 1986 Report of the Directors
mentioned the purchase of the shares
in the Gothenburg municipal housing
company AB Goteborgshem. At the
end of 1987 this company became

art of Skanska through a merger.
li‘hc resulting merger loss — SEK
246 M — is reported as an extraordi-
nary expense in the 1987 accounts.

Income before allocations
and taxes

Consolidated income before alloca-
tions and taxes rose to SEK 1,645 M
(1,050). The Interim Report pub-
lished during the fall stated that
income was expected to reach about
SEK 1,700 M. At that time, it was
not possible to foresee that the
merger mentioned in the preceding
paragraph could be implemented
during 1987. As indicated, a merger
loss of SEK 246 M was charged to
this income before allocations'and
taxes. At the same time, the transac-
tion will result in significantly lower
tax expenses for the Parent Company
during the financial years 1987 and
1988.

Profitability

Visible pretax return on capital
employed rose to 20.8 percent (16.2).

Return on sharcholders’ equity after
full taxes was also higher than in
1986, reaching 20.5 percent (11.2).
The increase in the market value of
the Group’s stock portfolio and real
estate hoﬁlings was not included in
these figures.

Personnel

The employment situation in the con-
struction industry improved greatly
during 1987.

In Sweden as a whole, the average
unemployment rate among building
workers was 4.5 percent (6.2). There
were significant regional differences,
but employment in all counties was
higher than in 1986. There was a
shortage of labor in a number of re-
gions. This resulted in higher wage
drift in the industry during 1987.

The average number of employees
in the Parent Company (including
companies working on a commission
basis for it) declined by more than
2,300 during 1987. Most of these —
about 1,900 people — were employ-
ees abroad. In Sweden the decline
was more than 400 people, most of
them blue-collar workers in building
construction operations.

The Group as a whole recorded an
increase of nearly 1,800 people. The
JM group accounted for 3,066
employees, and some subsidiaries
with operations outside Sweden
reported personnel increases as well.
An account of the number of employ-
ees and the size of payrolls is pro-
vided on page 36, Note 1.

In September 1987 Skanska
reached agreement with its employee
unions affiliated with the predomin-
antly blue-collar Swedish Trade
Union Confederation (LO) on how
the Company’s government-man-
dated development reserve should be
spent. Until K/lay 1991, SEK 24 M
will be spent for research and
development and an equal amount
for training purposes. The training
funds have been distributed among
the Company’s various regional dis-
tricts, and their final use will be
decided at district level.

During 1987 the Federation of
Swedish Building Employers and the
Swedish Building Workers’ Union
negotiated on changes in the forms of
employment applicable to construc-
tion workers. An agreement was
reached in connection with their col-
lective bargaining talks early in 1988
that beginning on October 1, 1988,
employment until further notice
would become the norm in the con-
struction industry, as in other sectors.



At this stage, 1t is difficult to foresee
the impact of this reform on the Com-
Eany and the building trade, Steps

ave been taken in the Company to
adapt Fersonnei planning and wage
and salary procedures to this change
in employment conditions.

Capital expenditures

Group companies

During 1987 the size of the Skanska
Group changed because a number of
agreements were reached on the
purchase and sale of operating com-
panies,

Last year’s Report of the Directors
mentioned the agreement signed on
December 15, 1986 with AB Handus,
a subsidiary of the investment com-
pany AB Industrivirden, on the sale
of this company’s entire sharehelding
in JM to Skanska. These shares were
equivalent to 32.4 percent of the capi-
tal stock and 4&7 ercent of the vot-
ing power in JM. By acquiring
425,670 addi't}ional gcrigs B shgares,
Skanska increased its stake to 42.4
percent of capital stock and 54.5 per-
cent of voting power by late May
1987. This made JM part of the
Skanska Group. After that, the
Parent Company bought no further
JM shares during the financial year.

Skanska initiated another sizable
acquisition during 1986. It thus
reached agreement on the purchase
of all shares in the municipal housing
company AB Goétehorgshem during
December. They were transferred to
Skanska in February 1987, but the
final implementation of the transac-
tion was conditional upon a decision
concerning certain tax issues on
which a preliminary ruling had been
requested from the National Tax
Board. This ruling, which the agency
issued early in November 1987, an-
swered all questions in such a way
that the agreement could be carried
out. The (%ounty Tax Authority int
Malmé later appealed the decision to
the Supreme Administrative Court.

At the end of December, AB
Goteborgshem was merged with
Skanska. This gave Skanska a sub-
stantial addition to its real estate
holdings plus the right to take advan-
tage of unutilized loss deductions of
more than SEK 1,300 M. In March
1988 the Supreme Administrative
Court confirmed Skanska’s right to
utilize these deductions in the future,

Daring 1987 the Group took over
some 20 operating companies in
addition to those already mentioned.
Nearly half of these were connected
to the acquisition of the shares in AB

Svenska Rivteknik early in the year.
These companies work in areas
related to tEe repair, conversion and
extension sector. They complement
the operations carried out for many
years by Stabilator AB, a foundation
engineering subsidiary of Skanska.
Among the other firms added to the
Group was Trinity Tower Property
Company Ltd., London, The shares
in this newly established company,
which will own and manage the
Group’s Docklands project in Lon-
don, are 90 percent owned by
Skanska.

In December 1987 Skanska
acquired all shares in a company for-
merly listed on the Stockholm Stock
Exchange, Kebo AB. It has no opera-
tions today but owns an industrial
property that will probably be con-
verted and extended during 1988,

In February 1988 Skanska’s Board
of Directors decided to approve a
proposal to increase the capital stock
of a wholly owned subsidiary whose
name has now been changed to AB
Drott, while also issuing a convertible
debenture loan for this company,
Part of these two securities 1ssues
would be offered to the investment
companies Protorp Forvaltnings AB
and Investment AB Oresund.
Because Skanska is relinquishing its
subscription right to the convertible
debenture loan in favor of the
employees of the Group, they are
being offered the opportunity to
become part-owners of Drott. Since
the fall of 1987 the latter company
has owned real estate in Skine, with
a market value of about SEK 1 bil-
lion. Further information is provided
on page 47.

uring March 1988, agreement
was reac%ed on acquisition of the
newspaper company Tidnings AB
Marieberg’s entire holding in JM,
amounting to 165,000 Series A shares
and 772,000 Series B shares. One
condition for this purchase was that
an extra shareholders’ meeting of
Skanska would approve a special
issue of 400,000 new Series A
Skanska shares to Marieberg ata
subscription price of SEK 340 each.
In addition, Skanska would pay SEK
465 M in cash. After an extra share-
holders’ meeting of Skanska
approved this proposal, its stake in
jﬁfamounted to 64.6 percent of the
capital stock and 82.3 percent of the
voflng power.

Investment and development
properties

During 1987 the Group completed
SEK 755 M (211) worth of invest-

ment properties for its own account,
The year’s major sales were com-
mented upon earlier under the head-
ing ”Sale of investment and develop-
ment properties.”

The year-end book value of all
investment and development proper-
ties amounted to SEK 8,366 M
(4,248}, Completed investment ﬁ'op-
erties accounted for SEK 5,948
(2,960) of this, development proper-
ties for SEK 1,030 M (716) and prop-
erties with construction in progress
for SEK 1,388 M (572). During 1987,
construction began on several large
properties for the Group’s own
account, thereby contributing to the
sharp increase in the last-mentioned
figure,

In April 1988, British authorities
grantecF permits for construction of
six office buildings totaling about
77,000 m* (830,000 sq ft) 1n the Lon-
don Docklands area, Ground-break-
ing is expected to take place in June,
and the production cost of the whole

roject has been estimated at SEK
.5 billion.

Shares and participations

During 1987 there were a number of
changes in the Group’s portfolio of
shares and participations, which are
booked as fixed assets. As in 1986,
purchases were on a smaller scale
than sales. Purchases — including
participation in new issues —
amounted to SEK 402 M (386), while
sales brought in SEX 842 M (623},
The book value of shares sold
amounted to SEK 437 M (471).

Skanska increased its portfolio of
listed shares by means of minor
acquisitions of shares in Active i
Malmé AB and FFNS-Gruppen AB.
Among companies previously rep-
resented in tﬁe portfolio, Skanska
acquired additional shares of AB
Custos and AB Industrivirden

invesiment companies), Sandvik AB
cemented carbide and steel) and
Investment AB Oresund.

The purchase offer for shares in the
real estate company Stockholms
Badhus mentioned already in last
year’s Report of the Directors was
accepted Ey Skanska. Most of these
shares were sold during the late
spring, while a smaller number were
sold in September.

During 1987 the Group also
bought shares in a number of unlisted
companies, They included 9 percent
of the shares in Calor-Celsius AB, a
plumbing, heating, ventilation and
mdustrial piping company. In Janu-
ary 1988 Skanska exercised an option
to acquire an additional 16 percent of
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the company’s total shares. Early in
1987 Skanska also subscribed for 25
percent of the capital stock in the
newly established company SFL
Svensk Fastighetsleasing AB, which
specializes in corporate real estate
purchases and lease-backs. Because
an additional partner has bought into
the company, Skanska’s stake 1s cur-
rently 20 percent.

For a number of years Skanska
owned 48 percent of the shares in the
construction company Canadian
Foundation Co. Ltd. During 1987 it
merged with another Canadian
building firm, Banister Continental
Ltd. After making limited sup-
plementary purchases, Skanska’s
stake in the latter company amounts
to 15 percent.

Férvaltnings AB Albus carries out
share trading as a business, and its
securities holdings were thus
reported as current assets. In keeping
with the lower value principle, these
securities were booked at SEK 104 M
at the beginning of 1987 and SEK
145 M at year-end.

The Group’s total portlolio of se-
curities listed on the Stockholm Stack
Exchange had a year-end book value
of SEK 3,276 M (3,365). At the same
time, its market value amounted to
SEK 6,967 M (7,323}, On April 15,
1988 the difference between the se-
curities portfolio’s book value and
market value amounted to SEK 4,640
M. Skanska’s shareholding in its sub-
sidiary JM and in Graningeverkens
AR, a forest product and hydroelec-
tric power company, were not
included in these amounts,

Early in March 1988 Skanska sold
its entire shareholding in the real
estate company Bohus Fastighets AB
to AB Catena.

Machinery and equipment

The Group’s total purchases of
machinery and equipment increased
to SEK 410 M (391). The Parent
Company accounted for SEK 275 M
(291) of this. The Company’s general
investment reserve was utilized for
the purchase of machinery and
equipment costing SEK 8 M,
intended for use in regional develop-
ment areas designated by the Swed-
ish government. During 1987,
machinery and equipment with a
bol?ik value of SEK 42 M (45) were
sold.

Fixed-asset properties

Real estate intended for use in a com-

pany’s operations is booked as fixed-
-asset properties. In the 1987 balance

sheet, such properties are booked at

SEK 735 M (753). Depreciation dur-
ing the year totaled SEK 29 M (26).
At the close of 1987 there were also
roperties under construction booked
at SEK 7 M (2). The acquisition of
JM added SEK 68 M worth of prop-
erties to the Group’s holdings. Real
esiate purchases and new production
added SEK 30 M (344) worth of
properties. Among these investments
was the Parent Company’s construc-
tion of an office and storage building
at its concrete product factory in
Sundsvall and the erection of an
office and warehouse building by AB
Bélsta Virme & Sanitet, a heating
and plumbing company. Real estate
with a book value of SEK 25 M (4)
was sold during the year. Finally, real
estate with a book value of SEK 60 M
was reclassified as investment and
development properties.

Changes in the Parent Company’s
oard and organization

At the 1987 annual meeting of share-
holders, Per Lindblad resigned from
the Board, Kjell Brandstrom was
elected as his successor, During the
summer, the white-collar unions in
the Company appointed Ulf Anders-
son as a new deputy member of the
Board, succeeding Ernst Saalo.

At a Board meeting in December,
Lars-Ove Hakansson, President of
the Company, was appointed Group
Chief Executive.

Shareholders’ equity

An extra meeting of sharehoiders on
March 4, 1987 approved an offer to
AB Handus to subscribe for 808,500
Series A shares in Skanska, thereby
making an exception from the right of
priority to existing sharcholders. The
new issue, which occurred at a sub-
scription price of SEK 215 per share,
was registered on March 30, 1987,
This increased the shareholders’
equity of Skanska by SEK 8,085,000
to SEK 625,016,600 and added SEK
165,742,500 to the legal reserve.

As part of the celebration of the
Company’s 100th anniversary, the
annual meeting of shareholders in
June 1987 decided to undertake an
additional special issue of shares.
Employees of the Group who had
reached a minimum of approximately
2 1/2 years of employment, according
to certain rules, were invited to sub-
scribe for five shares each at a price of
SEK 12 per share. The offer was
made to more than 13,500 people, of
which 11,985 accepted it by subscrib-
ing for a total of 59,925 shares. The

issue was registered during
November 1987, and Skanska’s capi-
tal stock at the close of 1987 thus
amounted to SEK 625,615,850, dis-
tributed among 62,561,585 shares,
All shares are entitled to dividends
for the financial year 1987,

As mentioned earlier, under an
agreement signed in March 1988,
Skanska acquired all of Tidnings AB
Marieberg’s shares in JM on the con-
dition that an extra meeting of
Skanska shareholders approved a
special issue of 400,000 new Series A
shares to Marieberg. The extra
shareholders’ meeting, which took
Elace on April 26, approved the

oard’s proposal to issue the
specified number of Series A shares
and thereby make an exception from
the right of priority to existing share-
holders. The subscription price was
set at SEK 340 M. The shares entitle
their holder to a dividend for the
financial year 1987. After registra-
tion, the capital stock of Skanska will
thus increase by SEK 4,000,000 to
SEK 629,615,850 and SEK
132,000,000 will be added to the legal
reserve. The number of shares en-
titled to dividends for the financial
year 1987 thus amounts to 62,961,585.

Forecast

The good market conditions for the
construction industry in Sweden are
expected to continue during 1988,
Current demand for housing will

robably result in additional
increases in residential construction.
In the international market, however,
an increase in demand can hardly be
anticipated.

Given this background, income
from contracting operations is
expected to be at aboit the same level
as in 1987, The same applies to the
Grou{p’s industrial operations. Earn-
INgs irom property manageinent are
expected to improve somewhat,
mainly as the result of additional new
projects. Sales of investment and
development properties, however, are
not likely to be on the same scale as in
1987. Skanska’s surplus on net finan-
cial items is strongly dependent on
the trend of market interest rates,
Provided that interest levels are
unchanged, the decline in interest
revenues due to lower liquidity dur-
ing the first half of 1988 should be
offset by higher dividends from the
stock portfolia.

Under the above-mentioned condi-
tions, consolidated income before
extraordinary items can be expected
to be of about the same size as in 1987,



SKANSKA'S 100TH ANNIVERSARY

Celebration examines
Skanska’s past,
present and future

In order to reach out during the
Company’s centennial year to our
many employees, customers and
everyone else we work with in Swe-
den, we chose a peripatetic solution
— a Skanska Exgibition Train. Dur-
ing a 131-day period, it visited 90
cities and towns, from Trelleborg in
the extreme south to Gallivare in the
Arctic north (Photo 1).

The train included three specially
equipped exhibition cars. Two of
them showed the evolution of Skan-
ska’s operations in different fields,
from the beginnings in 1887 until the
present day, with some emphasis on

rojects undertaken in recent years.

he third car was future-oriented
and included a number of exciting
displays (Photo 3).

he rolling exhibition was opened

in a number of county seats by the
appropriate County Governor (Photo
2is from Vixjo). Marching bands
entertained the guests as they
gathered. In many places where the
capacity of the train was insufficient,
Skanska Group employees were
invited to parties held next to the
train (Photo 4), but always in combi-
nation with a visit to the exhibition.
When time permitted, the general
public was also invited to view the
exhibition.

On June 3, the annual sharehold-
ers’ meeting was held in Malmé
amidst centennial celebrations that
included a lot of music. The morning
was devoted to “The Future is
Here,” a discourse about people,
methods and markets among six
Skanska veterans headed by the Pres-
ident, and moderated by Dr. Bengt
Feldreich, seen here with Skanska’s
technical manager (photo 5).

After the annual meeting in the
afternoon, it was time for the cele-
brants to honor the 100-year-old
Company itself, represented by the
Chairman of the Board and the
President (Photo 6). Other centen-
nial activities included books, adver-
tisements and films.

In 1888 a concrete sculpture por-
traying the Archangel Michael was
cast at the Malmé factory of the
Company — then known as Skdnska
Cementgjuteriet (Scanian Pre-Cast
Concrete Inc.) — as a decoration for
Uppsala Cathedral. Toward the end
of Skanska’s centennial year, this 4-
meter (13-ft) high sculpture was
returned to the city of its birth follow-
ing an adventurous 99-year life. The
restored archangel now stands guard
over the middle cemetery of St. Paul’s
(Photo 7).
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DOMESTIC CONTRACTING OPERATIONS

Southern regional
district’s market
position is stable

The Southern regional district has a comparatively strong mar-
ket position. Competition in the region requires a high level of
alertness and ability to adapt to every change. The supply of
contracting work increased somewhat during 1987, and activ-
ity was high. Small and medium-sized projects still dominate.

Sven-Eric Hersvall
Regional manager

Regional office, Malmé

Divisional and local offices:

Dalby

Eslov

Fosie

Helsingborg

Hassleholm
) Kivik
Kristianstad
Lund
Trelleborg
Angelholm
Onnestad

SEKM 1987 1986
Revenues 1,762 1,830
Order bookings 1,647 1,447
Order backlog, Dec. 31 1,300 1,200
Employees (full-time equivalent) 2,756 2,933

Revenues by production segments, 1987

Housing, 26%

Industrial buildings, 17%

Other buildings, 27%

Ground works, bridges, 11%

Civil engineering, 12%

Sale of goods, services, 7%

In 1987 the Southern regional dis-
trict’s organization was characterized
by continued adaptation to market
conditions. The improvement of
administrative efficiency received
high priority. At the same time, the
district began cautious expansion
and development work in the fields of
production and technology.

During 1987 what had previously
been the district’s technical division
was reorganized into an independent
subsidiary, Skanska Konsulter AB
(SKA). This company began opera-
tions on July 1, and heavy demand
for its services has given it a good
start. Investments in state-of-the-art
computer equipment, especially in
the CAD field, were approved.

During the year, the district adapt-
ed well to Skanska’s new business seg-
ment structure, and cooperation
among the segments worked smoothly.

Housing construction began to
take off after a shaky start that was
attributable to insufficient lending
limits. This applied particularly to
apartment houses in Malmo, Hel-
singborg and Lund, but also two-
story single family homes. Lar%e vol-
ume is expected in 1988 as well.

In contrast, repair, conversion and
extension work was adversely affected
by restrictions that were imposed
as a result of tendencies toward
overheating in the construction mar-
ket. A certain shortage of labor has
led to troublesome wage increases.

During 1987 a large distribution
center was built in Malmo for Ica
Eol, one of the region’s biggest con-
venience goods companies. Major
housing profects included one cover-
ing a four-block area in downtown
Malmé. Part of Malmé’s Caroli City
complex was successfully converted
into the 240-room SAS Royal Hotel.

An economic studies center,
financed by a Crafoord Foundation
grant, was completed at the Univer-
sity of Lund during 1987. The district
is constructing a laboratory building
in Lund as part of the pharmaceuti-
cal company AB Draco’s continued
expansion, along with a number of
large residential projects for the
municipal real estate company and
housing units on land owned by
Skanska.

The building construction division
in Helsingborg had a very high level
of activity throughout 1987 as well as
in early 1988. Among its projects
were completion of the public library
in nearby Angelholm, with its

unusual architectural qualities.
Major order bookings include an
extension of the ITkea furniture
emporium at Vila, worth SEK 60 M.
esidential construction also
accounted for much of the work done
in 1987 by the building construction
division in Kristianstad. Given the
large geographic area it covers, the
division operates in a highly varied
market. Projects completed included
the conversion of the old savings
bank building, with its magnificent
facade, into t%e Hotel Christian 4.

The road and civil engineering
divisions were characterized by
lively activity and higher revenues.
Thanks to mild conditions in the late
autumn, by year-end the district’s
paving crews were able to make u
time lost during May-October, WECH
poor weather made their job difficult,
In 1987 the road division com-
pleted a large investment in an
ultramodern rock crushing and
asphalt-making plant in Onnestad,
outside Kristianstad. Its capacity is
250 metric tons per hour. Given this
new unit and its other asphalt plants,
the Southern region is well equipped
to respond to the growing demand for
high-quality paved surfaces.

n 1987 the Swedish National Rail-
ways (S]) awarded the civil engineer-
ing division a contract worth SEK
125 M to build a technically demand-
ing railroad tunnel under downtown
Helsingborg. The division has Skan-
ska’s collective resources to fall back
on in completing this task.

The Southern regional district’s
subsidiaries Skanska Komponent,
Skdnska Makadam, Skanska Stall-
nings AB and Stenbergs El all had a
fine year and reported good earnings.
During 1987, AB Joh §jéstrém was
sold to Calor-Celsius.

The storage facility and workshop
in Fosie, which serves all of southern
Sweden, had a record-breaking year
both in terms of volume and earnings.

Personnel development work was
expanded. The district intends to
continue giving this area high prior-
ity during 1988, along with its quality
assurance program. It will intensify
its efforts to become involved in con-
struction projects at an earlier stage.
It also intends to become more active
in developing new projects in cooper-
ation with Skanska’s property man-
agement units in sout%ern Sweden.



This complex construction job for the Port of Spike Top, a new type of all-weather pavement The old Kristianstad savings bank building,
Malmé — a car and train ferry berth — was from the Southern district’s road division, with its magnificent fagade, was renovated
completed in a short period. installed on a running track in Gothenburg. and converted into the Hotel Christian 4.
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Southeastern regional
district has high
capacity utilization

During 1987 the new Southeastern regional district built up its
administrative structure and carried out a broad review of the
entire organization. The construction market was very good
during the year, as was the work load. High capacity utilization
and a labor shortage characterized the situation in large parts

of the region.

Tommy Sernelin
Regional manager

Regional office, Vixj6

Divisional and local offices:

Gislaved
Halmstad
Jénképing
Kalmar
Karlshamn
Karlskrona
Ljungby
% Néssjo
Oskarshamn
" <= Ronneby
v Varberg
ﬁ Visby
/ Véstervik
SEKM 1987 1986
Revenues 1,429 1,373
QOrder bookings 1,424 1,136
Order backlog, Dec. 31 830 700
Employees (full-time equivalent) 2,017 1,951

Revenues by production segments, 1987

Housing, 18%

Industrial buildings, 18%

Other buildings, 28%

Ground works, bridges, 18%

Civil engineering, 9%

Sale of goods, services, 9%

The above-mentioned organizational
review affected most divisions and led
to streamlining and adaptation to
market needs. T'wo new divisional
managers and several new contract
managers were appointed. The tech-
nical division was transferred to
Skanska Konsulter AB. More
specialists will be added to the pro-
uction administration group.

As an efficiency-raising measure
the operations of two subsidiaries
were discontinued. At the beginning
of 1988, the road division in‘]génk('ip—
ing joined the district.

Order bookings in 1987 increased
sharply, due to robust general
economic conditions. They were
about 30 percent higher than in 1986.
Both the Euilding construction and
road divisions held their own in com-

etition, defending and in some cases
increasing their already high market
shares. Toward year-end, however, a
scarcity of resources — particularly a
labor shortage — had an inhibiting
effect.

Residential construction took place
on a sizable scale during 1987. In
some parts of the district, however,
there were clear difficulties in keeping
Froduction costs at levels acceptable
or government housing loans,

The Southeastern regional district
landed three large orders during the
year: About SEK 100 M worth of
maintenance and environmental pro-
tection investments by the Sodra
Skogsdgarna forest product company
atits Morrum mill, some SEK 200 M
in work for a consortium constructing
a medical wing at the Kalmar Gen-
eral Hospital, and a design-construct
contract worth about SEK 250 M for
Ica Eol’s largest distribution center,
which is being built in Vix;jo.

Major projects during 1987
included the renovation of housing
units in the Oxnehaga area of Jon-
koping, which were also given an
attractive outdoor setting; participa-
tion in the consortium that is build-
ing a large new hospital in Jénkop-
ing, scheduled for completion in
1988; prefabricated dwellings in the
Kvarnholmen neighborhood of Kal-
mar featuring special amenities for
pensioners; portions of the Vixjo
central hospital; the Ljungberga
nursing home in Ljungby; a new
building for defense contractor Telub
in Vixjo and a new section of the
main west coast railroad line at
Halmstad.

The bathhouse at the Solliden royal summer
palace on the Baltic isle of Oland was a 40th
birthday present to King Carl XV| Gustaf from
Sweden's business community. Skanska
built it as a turnkey assignment.

Investments in fixed assets and
equipment were made during 1987.
On the Baltic island of Gotland, the
district’s old asphalt plant was
replaced by a new one, which was
ready in time for the paving season.
Operating experience from the first
year was very good.

The Rippe plant in Vixjd is being
upgraded to increase its capacity and
enable it to produce better-quahty
asphalt. Finally, the road and civil
engineering division in Kronoberg
county has bought remixing equip-
ment for asphalt pavements and will
gcrform remixing work throughout

weden.

The need to recruit young new
employees directly from upper second-
ary schools and university-level
institutions is underscored by the
high average age of Southern region
employees. The district is thus step-
ping up its recruitment efforts.

Intensive on-the-job training and
management development programs
are underway. Quality assurance and
working environment training enjoy
priority. These programs will con-
tinue and will aﬁo be offered to blue-
collar workers. Funds from Skanska’s
development reserve will be utilized
for training such workers in construc-
tion technology, production technol-
ogy, mechanics and quality assur-
ance.



DAL RRAR N

Sweden's main west coast railway line was
expanded in Halland province, including three
bridges which Skanska also designed.

the sensitive architectural milieu of central
Kalmar, were a design-construct assignment.

13
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Gothenburg regional
district greatly improved
its profitability

The work load in the Gothenburg regional district was good,
and profitability greatly improved. During 1987, operations
were consolidated and basic operations were emphasized.
Throughout the district, there was a focus on improving quality
and purchasing practices, on career planning discussions and

training.

Per Westlund
Regional manager

Regional office, Gothenburg

Divisional and local offices:
Alingsas
Angered
Boras
Falképing
Lidkdping
Mariestad
Mellerud
MéIndal
Skovde
Stenungsund
Strémstad
Trollhattan
Uddevalla

1986
2,150
1,749
1,660

1987
2,277
2,246
1,500

SEKM

Revenues

Order bookings
Order backlog, Dec. 31

Employees (full-time equivalent) ~ 3,098 3,345

Revenues by production segments, 1987
Housing, 21%

Industrial buildings, 9%

Other buildings, 29%

Ground works, bridges, 9%

Civil engineering, 25%

Sale of goods, services, 7%

During 1987 there was a large supply
of wori in the regional district’s con-
struction market. Order bookings
were larger than in 1986. Many con-
tracts were directly negotiated. The
overheated market for building work-
ers resulted in troublesome wage
drift. The district also occasionally
had to turn down assignments due to
labor shortages.

Housing construction accounts for
an increasingly large part of produc-
tion. Throughout its territory, the
district worked on numerous
medium-sized residential contracts
involving new construction as well as
repairs, conversions and extensions.
The low-rise housing units in Alings-
as are worth mentioning. In some
places, however, the district had diffi-
culty starting planned projects, due
to lending regulations and unresolved
planning 1ssues.

On the shore of the Géta River in
Gothenburg, very complex founda-
tion engineering work for Skanska’s
own Li?la Bommen office building
project took place during 1987. This
work attracted great interest among
outside experts as well. Early in 1988
the regional district began erecting
this new office complex, which will
contain more than 30,000 sq m
(320,000 sq ft) of rentable space in a
22-story tower and a low-rise wing.
Work on the adjacent IBM offices
was underway during 1987. The new
EOStal terminal in downtown Gothen-

urg went into service. On the north
shore of the Gé6ta River, in the old
shipyard area, the district received
some contracting assignments from
Eriksbergs Forvaltnings AB. The dis-
trict also erected an administration
building for Volvo Transport in
Gothenburg and completed the
related ground works.

Tornhuset, a private housing alter-
native for older people that opened
during the late fall of 1986, received a
special prize from the Per and Alma

Isson Fund for Good Architecture,

The district has reviewed the
repair, conversion and extension
needs in the 4,300 apartments that
Skanska acquired just after the end of
1986 by purchasing the municipal
housing company Goteborgshem. It
made plans to perform this work dur-
ing the coming eight years and car-
ried out detailed preparations for
renovating the first 500—600 units.

The task of construction manage-
ment and monitoring at Volvo’s new
car plant at Uddcvaﬁa, north of

Gothenburg, continued throughout
the year. In Skaraborg County a
nursing home, church and parish hall
were completed.

The market for road and ground
warks was good. This is still the re-
gional district’s strongest sector, with
a market share of abgut 30 percent.
Construction of the Ostra Leden
highway segment in Skévde con-
tinued and will be completed in 1988.
The district also completed many
assignments that improved the out-
door environment in residential areas.

The civil engineering division recov-
ered from the slowdown of the past
few years. Among its most interesting
jobs was to implement its own alter-
native for a 500 meter (1,600 ft) long
gas pipeline across the Goéta River at
its mouth.

The district’s organization was
trimmed down. The design division is
intact, but the administrative portion
of the technical division was moved
out into the field.

The subsidiary Aqveduktor AB
was sold to Calor-Celsius. The sub-
sidiary IMS was discontinued. But
N'Eisviicns Energi AB, which manu-
factures wood chip combustion units,
was acquired. This acquisition is part
of the district’s preparations to
respond to demand for alternative
energy systems.

The subsidiary Grabo Bygg had a
good year, with large-scale produc-
tion of prefabricated bathrooms that
are sold all over Sweden as well as in
Norway. For many years, it has also
manufactured building-site offices for
Skanska and other companies. Tem-
porary housing pavilions represented
a larger share of sales in 1987.

Recruitment of employees at all
levels of construction operations was
difficult during 1987. For this reason,
during 1987 the district marketed
itself more actively among young
people just completing their educa-
tion — including new graduates of
Chalmers University of Technology
in Gothenburg.

On-the-job training received great
attention. The district produced a
video for training of planners and a
course tailored for the needs of build-
ing site managers. Itis also helping

roduce Skanska’s nationwide train-
ing package for blue-collar workers.



Skanska began to build its Lilla Bommen
office complex in Gothenburg, designed by
architect Ralph Erskine.

Nohab's car museum in Trollhattan looks dif-
ferent after the Gothenburg district renovated
it on a package-deal basis.

The district renovated a run-down residential
area in Gothenburg on a design-construct
basis.

15



DoMESTIC CONTRACTING OPERATIONS

Stockholm regional
district’s operations
focus on future-oriented
projects

The Stockholm district works in Sweden's most expansive
region. Future-oriented projects therefore play a major partin
its operations. During 1987 its operations were influenced by
a shortage of resources and by the public sector's desire to
increase residential construction. Restrictions on the granting
of permits for non-residential construction will cause problems

inthe long term,

Bert Lilja
Regional manager

Regional office, Stockholm/Danderyd

Divisional and local offices:
Farsta

Huddinge

Sollentuna

Sundbyberg

Sddertdlje

Trangsund

Upplands Vasby

Alvsjé

SEKM 1987 1986
Revenues 2,564 2579
Order boakings 3,604 2,903
Order backlog, Dec. 31 2,450 2,100
Employees (full-time equivalent) 2,647 2,730

Revenues by production segments, 1987
Housing, 30%

Industrial buildings, 6%

Other buildings, 47%

Ground works, bridges, 6%

Civil engineering, 10%

Sale of goods, services, 1%

The district is deeply involved in
housing construction in the Stock-
holm region, which is taking off now
after a sluggish start. Examples of
current projects are neighborhoods in
Sundbyberg, Stockholm, Sollentuna,
Tyreso and Huddinge. In Jarfilla,
Skanska is working with the munici-
Fal government and HSB (Sweden’s
argest cooperative housing organiza-
tion) to plan a development on the
site of the former Barkarby military
airfield, integrating workplaces and
about 3,000 dwellings.

The district is also very active in
renovating and upgrading neighbor-
hoods built during the government’s
*million dwelling” construction
Frogram of 1965-1975. The Stock-
10lm district’s largest work site
today, the Brandbergen residential
area in Haninge, is a joint Skanska-
JM project of this type.

In 1987, the new Stockholm Klara
Eostal terminal next to the Central
tation was finished. This signified

the successful completion of one of
the largest and most complex build-
ing projects in the Stockholm dis-
trict’s history. Work began on the
conversion of such landmark build-
ings as the Berns nightclub, the
Sturegallerian mall and the Central-
badet public baths for new purposes.
Skanska also started construction of
several projects for its own account.
Two of the future-oriented projects
in which the regional district 1s
involved are now ready for ground-
breaking: Arlanda Stad at Stockholm
International Airport and Eurostop,
a new chain of highway service cen-
ters. Other major future-oriented
projects are Haningestrand, an
archipelago community with work-
places, housing, service facilities and
unique recreational opportunities;
Blekholmstorget, with office space
and housing in the heart of Stock-
holm; and the latest project: Ulvsun-
dastaden, a proposa!pfor residential
construction during the 1990s at
Bromma Field, the site of Stockholm’s
main domestic airport until 1983,

The Stockholm region has major
traffic problems. ’ﬁhe regional dis-
trict is helping to devise various pro-
posals to solve them. One of these is a
streetcar line which would link resi-
dential and workplace areas in the
northern part ofgreater Stockholm,
as well as tying together three
branches of the existing subway sys-
tem and two commuter train routes.

The task of promoting the Osterleden
ring road/tunnel proposal together
with several other companies also
continues.

The civil engineering division is
participating in the Klarastrand proj-
ect. During 1987 the spans of the
Ekolsund Bridge near Uppsala were
anchored in place, and another
bridge was completed. The division is
heavily involved in various energy
projects such as construction of a
coal-fired district heating plant in
Stockholm harbor, conversion of rock
caverns for oil stockpiling into hot
water storage facilities in Oxelésund
and construction of a peat storage
facility, a cupola-like steel structure
with a diameter of 120 meters (394 ft).

As arule, the road division carries
out ground works for the district’s
construction jobs. It also performs
such jobs at other major building
sites. At Stockholm International
Airport, the district’s road builders
are almost continuously busy. Their
most recent assignment was to com-
plete an aircraft taxiway.

The technical division successfully
performed many specialized assign-
ments, such as the design portion of
our design-construct jobs: the coal-
fired district heating plant, the peat
storage facility and a trial installation
for gas storage. The division is also
involved in design work on Skanska’s
Eroposal for a bridge/tunnel across

enmark’s Great Belt waterway and
in the Company’s continuous develop-
ment work in computer-aided design
(CAD).

The district’s organization under-
went minor changes. A new produc-
tion administration unit was formed,
and a quality assurance manager for
the whole district was appointed.
Quality control issues received close
attention in 1987 and still do. The
district’s aim is to create a deep,
broad-based quality consciousness
among its employees,

Great emphasis was placed on the
Company’s new management devel-
opment program. As previously,
there are continuous courses for young
engineers. During 1988 the district
also expects to begin training of blue-
collar workers with the help of funds
from Skanska’s development reserve.

The electrical contracting subsidi-
ary Stenbergs El is developing nicely
and is a good supplement to the dis-
trict’s other operations. The degree of
service at the storage and workshop
facilities in Upplands Visby is increasing.
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The real estate company Fastighets AB Huf- When the Fun House at Stockholm's amuse-
requirements in Kistafjord, western Stock- vudstaden's office building in downtown ment park burned down, a new one was bullt
holm. Stockholm was completely renovated. to resemble the old one as much as possible.
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Office premises carefully adapted to tenant




18

DoMESTIC CONTRACTING OPERATIONS

Central Sweden regional

district successful with

many small and medium-

sized projects

The Central Sweden district's strategy of becoming involved
in projects atan early stage was successfulin a market where
there is a good supply of potential assignments everywhere.
The volume of orders at year-end was nearly SEK 300 M
larger than at the close of 1986. Revenues increased by nearly
SEK 300 M during 1987, with an unchanged white-collar staff,

Goran Larsson

Regional manager

Regional office: Stockholm/Danderyd

Arvika
Borlange
Balsta
Enkdping
Eskilstuna
Falun
Karlskoga
Karlstad
Linkdping
Mora
Norrképing
Nyké&ping
Siffle
Tierp
Torsby
Uppsala
Visterdas
Orebro

Divisional and local offices:

SEKM

1987

1986

Revenues

2,048

1,766

Order bookings

2,304

1,969

Order backlog, Dec. 31

1,370

1,100

Employees (full-time equivalent) 2,415

2,335

Revenues by production segments, 1987

Housing, 29%

Industrial buildings, 13%

Other buildings, 37%

Ground works, bridges, 10% T

Civil engineering, 8%

Sale of goods, services, 3%

Most projects in the region are small
and medium-sized. This makes it
particularly important to be involved
In projects at an early stage. This is
how to achieve the lead time required
for good planning and full prepara-
tion of assignments before ground-
breaking.

The regional district was adversely
affected by a shortage of skilled work-
ers, who have largely been attracted
to major Swedish cities and to Nor-
way. This shortage, in turn, resulted
in troublesome wage drift.

Housing construction is an essen-
tial market for the district. Because
certain lending standards were
loosened, it became Eossible to begin
building some large housing projects.

For example, 120 apartments are
being built on a design-construct
basis for the nationwide cooperative
housing organization HSB on our last
downtown lot in Norrképing, and 80
units are under construction in
Falun. In downtown Uppsala, 65
apartments are being built for sale to
independent housing cooperatives,
and in Nykoping 42 apartments are
being completed for Riksbyggen,
another nationwide housing coopera-
tive organization. The design of the
latter units is a refinement of con-
cepts introduced a few years ago at
the Bo 85 housing exhibition, Three
design-construct contracts with a
municipal housing company in Lin-
koping will result in construction of
440 new apartments.

Major repair, conversion and
extension of 1,400 apartments in the
Vallby area of Visterés according to
the regional district’s own proposal
will be completed in 1988. Upgrading
of 800 units in Romberga, Enkoping,
is fully underway. The district has
been involved in the renovation of
Konvaljens Center in Oxeldsund,
built in the 1960s, since the rough
sketch stage. What used to be 204
apartments, half of them unrented,
will now be turned into 64 attractive
(and already rented) apartments,
managed by the municipal housing
company. Also underway are a com-
plete renovation of Riksbyggen’s 220
centrally located apartments in Karl-
stad and of 86 apartments in Siffle,

Among the district’s industrial
rojects are three design-construct
industria] buildings for the Munici-
pality of Arjang and the construction
of manufacturing and warehousing
space in partnership with Svensk

Fastighetsleasing AB in Visteras. In
1987 the district began an extension
of BOBs Industrier in Kumla and
started work on a large automotive
service unit in Eskilstuna for Catena,
3 Tibro furniture emporium in
Orebro and a turnkey assignment for
Nygeverken in Nykaping which
includes responsibility for everything
from the factory layout to the instal-
lation of machinery.

In the Glunten research park in
Uppsala, the renovation of 14,000 m
(158,000 sq ft) of existing premises
was completed and the first tenants
are moving in. In Karlstad, a 20,000
m? (215,000 sq ft) commercial/office
building and parking facility, partly
owned by Skanska, went into service
during 1987.

For the first time, the district
planned and erected a school from
the first rough sketch to the finished
building: the upper secondary school
in Gimo. In Varmland province, the
year’s projects included rebuilding
the churches at Ranséater and Munk-
fors, which had burned down.

2

The road division had a good year.
Work began at about 350 new con-
struction sites, and revenues rose to
approximately SEK 500 M. Among
the many new rojects were a new
airfield in Hagﬁnrs, an extension of
the runway at Norrképing airfield,
runway repairs at the F16 Air Force
base in Uppsala and various chan-
nels, overﬁow dams etc. for Ljusfors
Kraft, a power company in Skir-
blacka. Throughout its territory, the
district carried out renovation work
for environmental protection pur-
oses.

The district built the new Nyké-
Eing water sports stadium and guest

arbor on a package-deal basis. This
marina facility is the first of its kind
in Sweden. It is the venue of both
international competitions and Swed-
ish championships in canoeing.

A concrete-mixing station with an
annual capacity of 60,000 m® was
built next to the gravel pit and
asphalt plant in Bélsta.

A lively program of training
courses took place in the Central
Sweden district during 1987. Its main
themes were production and quality
assurance matters. Funds from
Skanska’s development reserve are
being spent on training in concrete
engineering, blueprint-reading and
other fields of immediate relevance at
building sites.
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Stoten Centrum, located in the skiing resort

of Sélen, includes shops, arestaurantand a
hotel. The contract was directly negotiated.

3 N
Nykdping's water sports stadium, with its
1,500 m (nearly 5,000 ft) long floating concrete
jetty and guest harbor, was inaugurated in 1987.
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Norrland regional district
provides advanced
services on package-
deal basis

Skanska's Norrland district is the largest and most versatile
construction company in the region, which includes more than
half of Sweden. Its resources cover everything from housing,
offices, administrative centers and other buildings to construc-
tion for light and heavy industry, hydroelectric power stations,
rock caverns and road and paving jobs. It offers clients increas-
ingly advanced technical services on a package-deal basis.

Lennart Daleke
Regional manager

Regional office, Sundsvall

Divisional and local offices:
Gavle
Kramfors
Ljusdal

Luled

Pited
Sandviken
Skellefted
Sollefted
Soderhamn
Umea
Ornskaldsvik
Ostersund

SEKM 1987 1986
Revenues 1,294 1,278
Order bookings 1,434 1,340
Order backlog, Dec. 31 760 700
Employees (full-time equivalent) 1,644 1,809

Revenues by production segments, 1987

Housing, 24%

Industrial buildings, 14%

Other buildings, 22%

Ground works, bridges, 10%

Civil engineering, 29%

Sale of goods, services, 1%

In 1987 the construction market in
the Norrland regional district, cover-
ing Sweden’s thinly populated five
northernmost counties, was rather
lively. In places there was even some
overheating and rapid wage drift.
Residential construction increased,
offsetting the slowdown in industrial
construction. The road and civil
engineering sector had a largely nor-
mal volume of work, but the Swedish
Parliament’s 10-year highway pack-
age — which pays SEK 50 M per
county per year to bring the road net-
work in so-called "forested”™ counties
up to European standards — began
to be noticeable in the form of more
bridge-building assignments.

The Norrland construction market
is expected to remain favorable in
1988. Small and medium-sized proj-
ects dominate. Major individua
projects such as a new highway
across the delta of the Indal River — the
so-called Delta Road — are becom-
ing available for bidding this spring.
According to the National Road
Administration the Delta Road proj-
ect entails an investment of about
SEK 140 M.

To support Ostersund and Are in
their campaign to attract the 1994
Winter Olympic Games, the Norr-
land regional district has become one
of the official sponsors of their bid.
The decision as to the venue of the
Winter Games will be made during
the Summer Olympiad in Seoul,
Korea, during September 1988. If the
Winter Games were awarded to
Ostersund and Are, this would result
in a major upswing for the construc-
tion market in Jamtland province
because of the need to build various
sports arenas.

The increase in housing construc-
tion during 1987 was reflected in the
district’s operations. Among major
orders for residential projects are 120
apartments in Skellefted for Riksbyg-
gen and 112 units in Umead for a local
housing foundation.

Major housing repair, conversion
and extension projects are handled
mainly by the uifding construction
divisions in Norrbotten, Visternorr-
land and Gévleborg counties. For
example, the renovation of 83 apart-
ments in Lulea continued throughout
1987, as did work on 397 apartments
in Sandviken, a design-construct
deal for HSB worth SEK 90 M.
During 1987 the district finished a

design-construct assignment to reno-

vate 186 apartments in Hofors.

Among the other building con-
struction projects within the district
during 1987 werg a vacation cottage
development in Are, offices for the
State Power Board in Umed, new
construction and renovation at the
Expolaris hotel and conference center
in Skellefted, new construction for the
Esrange satellite tracking station in
Kiruna and industrial construction
for the MoDo forest products group
in Husum.

The Road and Civil Engineerin
Division performed extensive, tech-
nically advanced repairs to the Alno
Bridge in 1987, in cooperation with
Skanska’s foundation engineering
company Stabilator and the technical
division in Danderyd. It also com-
Eleted ong section of double-tracking
etween Ange and Bricke for the
National Railways. It began building
a bridge in Sundsvall as part of a con-
sortium and started wharfrepairs in
Hirngsand and Séderhamn.

During 1987 the hydroelectric
power plant division completed the
Gided power station, worth SEK 80
M, amfbegan the Stennids power sta-
tion in the Gidedlven River. Con-
struction of the 3 km (2 mi) long
Storsjoé Tunnel between Lake Stor-
sjon and the Indalsilven River for a
local water regulation company is
underway. This project, worth SEK
70 M, is one of the district’s largest.
Meanwhile the M 85 tunneling Proj-
ect for the LKAB iron company’s
Vitafors mine in Malmberget con-
tinued throughout 1987 and is still
underway. This consortium project is
Sweden’s largest underground con-
struction effort today.

The district’s organization was
updated in 1987, among other things
through the establishment of ““com-
Erehensive’_’_ construction divisions in

uled and Ostersund — meaning
that both building and road construc-
tion were placed under a single divi-
sional manager. This reorganization
was followed at year-end by the
appointment of several new project
managers.

As for personnel matters, the dis-
trict gave priority to career planning
discussions and development/train-
ing within all personnel categories,
but especially new managers. The
district also made a strong commit-
ment to the introduction of quality
assurance through self-monitoring
and coordination of purchases.



The Ultima Plus house, with its sophisticated
energy recovery system, was developed by
Skanska and shown at the Bo 87 housing
exhibition in Umea.

Kymmen, located in V&rmland province, is the
first hydroelectric power station to be owned
by Skanska itself. It began to deliver electric-
ity to Uddeholm Kraft AB in 1987,
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INTERNATIONAL CONTRACTING OPERATIONS

Smaller demand and
stiff competition in
international market

The Skanska unit known as International Contracting Opera-
tions now works through two international divisions, one in
Stockholm and the other in Gothenburg/Malmd, as well as
through four major subsidiaries abroad: C G Jensen A/Sin
Denmark, Skanska A/S in Norway, Marion SA/Sepco SAin
France and Skanska Baugesellschaft mbH in West Germany.
The Skanska Group also has operations in the United States.

Manager: Mats Dahlbom

SEKM 1987 1986
Parent Company order bookings 197 656
Order backlog, Dec. 31, including

foreign subsidiaries 1,300 1,700
Swedish employees (full-time

equivalent) 334 575

In 1987 the Group was aclive in about 30
countries and territories oulside Sweden.
Foreign revenues totaled SEK 2,262 M.

Reve- Number

nues of em-
Country SEK M ployees
Algeria 8 6
Botswana 23 474
China 24 2
Colombia 4 1
Denmark 369 445
Finland 12
France 105 250
Great Britain 27 24
Greenland 66 45
Hong Kong 76 186
Indonesia 240 1,067
Ivory Coast 8 20
Kenya 61 432
Lesotho 5 87
Libya 87 432
Netherlands 21 20
Nigeria 60 217
Norway 333 292
Peru 51 456
Poland 12 4
Portugal 11 18
Saudi Arabia 185 451
Spain 46 153
Sri Lanka 149 804
Tanzania 147 578
United Stales 91 40
West
Germany 38 20
Others 3 15
Total 2,262 6,539

Competition in the international con-
tracting market remains stiff, Since
1980 this market has more than
halved in size, while the number of
ualified contractors has increased.
n addition, many countries have
payment difficulties, and the oil-pro-
ducing countries are seeing sharp
reductions in their oil income.
Finally, protectionist tendencies are
becoming increasingly strong,

In this tough market situation,
subsidized financing from public
authorities is of growing importance.
Contracting operations abroad are
highly dependent on government
export credits and export guarantee
systems.

The project exports in which
Skanska engages mainly relate to
hydroelectric power projects, under-
ground construction assignments and
other civil engineering work, plus the
construction of hotels and tourist
facilities.

Civil engineering projects gener-
ally involve the expansion of energy
supply systems and infrastructure in
developing countries. The availabili-
ty of export credits is often an impor-
tant prerequisite for such assignments.

Building construction work mostly
takes place in more developed
countries under market conditions.
In these commercial projects, it is
increasingly necessary for the con-
tractor to become a part-owner or
offer financial packages.

Both types of operations require
substantial input from skilled project
engineers, contract lawyers and
financial experts, but especially from
project managers who can see oglpor-
tunities in the market and are able to
create projects. Several years of prep-
aration are normal.

A number of projects that have
been in the preparatory stages moved
forward. Some contracting assign-
ments abroad were added to Skans-
ka’s order backlog in 1987, among
them a hydroelectric power dam in
Panama and upgrading of the harbor
in Dar es Salaam, Tanzania. Skanska
is continuing its efforts to move
toward ground-breaking for a Scan-
dinavian Airlines (SAS) hotel in Beij-
ing[,‘ China.

he large, technically demanding
hydroelectric power project in Mrica,
Indonesia, is continuing as planned.
The first generating unit at the power
station may go into service somewhat
earlier than estimated, because con-
struction work is proceeding well.

Skanska is now well established in
the Hong Kong market, where it has
a representative office. As planned,
work is continuing on the Tonkin
Street culvert project, Area 6 of the
Tai Po land development project and
the Route h motorway.

The waste water tunnel from two
sewage treatment plants under the
Pacific Ocean near Sydney,
Australia, which Skanska builtin a
consortium with an Australian con-
struction company was completed in
March 1988.

In Sri Lanka the intake tunnel at
the Kotmale power plant is being
lined with steel, a task that is
expected to be completed during the
first half of 1988. Tﬁe restoration of
the Kantalai Dam in Sri Lanka was
finished around the end of 1987. The
bridge-building project at Kalutara,
south of Colombo, was halted during
most of 1987 while awaiting financ-
ing, but it has now been resumed.

After 11 years of construction, the
big Majes irrigation project in
southern Peru was completed. In the
late fall of 1987, a solution was also
reached on the financing problems of
the Carhuaquero power plant in
northern Peru, and work there
resumed. Raise boring was per-
formed at the Guavio hydroelectric
power project in Colombia.

In Spain, a large underground
power plant installation is being built
at Saucelle, near the border with Por-
tugal. An expansion of the Gran
Vista tourist facility on the Mediter-
rancan coast is also underway. A
total of 470 single family houses will
be built there, of which 250 have
already been sold.

Skanska worked all year in Nigeria
on a telecommunications network
Eroject in partnership with Sweden’s

ricsson Group — an order totaling
SEK 600 M. In Libya, Skanska is
continuing to wind down its opera-
tions.

C G Jensen A/S in Denmark is
Skanska's largest foreign subsidiary.
I'ts 1987 revenues were DKK 586 M.

The construction market in
Denmark was difficult throughout
1987 due to various interventions by
Parliament. Among major orders
received by CGJ was Ballerup Sta-
tion Center, totaling DKK 84 M.
Operations in Tanzania, where CG]J
has been established since 1974,
remain successful.



The Queensboro Bridge in New York City is
being repaired by Skanska's associated com-
pany Karl Koch at a cost of USD 59 M.

The Kiambere power station in Kenya was
built in consortium with our former associated
company, Canadian Foundation.

In Hong Kong, tunneling work for the techni-
cally interesting Route 5 motorway project
was completed early in 1988.

Skanska A/S, with headquarters in
Oslo, Norway, reported 1987
revenues of NOK 340 M. The com-
pany has grown rapidly since 1983,
when Skanska bought what was then
the 25-year-old Norsted A/S in Hal-
den, which had NOK 25 M in annual
revenues.

The company constructs all types
of buildings. The market was gener-
ally satisfactory in 1987 and Skanska
A/S reported good order bookings.

Marion SA and Sepco SA in France
}‘\f/:lported revenues totaling FRF 104

in 1987, Marion erected grain
elevators, parking garages, factory
outbuildings, sewage plants, highway
bridges, etc. It constructed an 83-unit
apartment building in le Cannet for
1ts own account.

Sepco, a slipforming specialist,
participated as a subcontractor in the
construction of more than 20 grain
elevators, water towers etc.

Skanska Baugesellschaft mbH —
Skanska Bau — has mainly assumed
the task of construction management
and property management for hotels
in West Germany and Austria. See
“Real Estate operations”

On behalf of Scandic, a Swedish
hotel chain, Skanska Bau will also
completely renovate the Savoy Hotel
in Frankfurt, as it has already done
with the Hotel Bredeney in Essen.
The company will also build a hotel
worth DEM 27 M in Dortmund on a
design-construct basis for S-E-Ban-
ken/Scandic.

Skanska in the
United States

Skanska (U.S.A)) Inc., which was
established in 1971, is a wholl

owned subsidiary of Skanska Inter-
national AB. Its revenues were USD
14.9 M in 1987. It works in New
York, Boston and Atlanta in the
fields of property management and
development, construction manage-
ment and underground construction.
The first two areas are discussed
under “Real estate operations”. Two
underground water-m.?pl projects
are underway in New orK.

Since 1981 the Skanska Group has
had an associated company in New
Jersey, Karl Kach Erecting Co. Its
annual revenues are USD 40 M. Its
operations focus on repairing many of

ew York’s 2,098 steel bridges and
110 km (68 mi) of subway viaducts.
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ReAL ESTATE OPERATIONS

Skanska is building over
SEK 3 billion worth of
properties in Sweden for
its own account

Skanska, one of Sweden's largest private real estate owners,
is currently building more than SEK 3 billion worth of proper-
ties in Sweden. In addition, it is engaged in SEK 2.5 billion
worth of construction in the London Docklands redevelop-
ment area and in‘a number of hotel projects in Central Europe.
In the United States, it has landholdings for sale and as sites

for construction of its own buildings.

Deputy manager and interna-
tional real estate manager:
Waller Benglsson

SEKM 1987 1986
Book value of investment and

development properties* 5,648 4,248
Of which, outside Sweden 606 289
Rental revenues 1,061 962
Employees (full-time equivalent)

at real estate departments 108 105
Employees (full-time equivalent)

at Skanska Fastighetsservice AB 223 227

Real estate operations in figures

@ As of December 31, 1987, the book value of
Skanska’s investment and development prop-
erties, excluding construction in progress, was
SEK 4,450 M (3,676). Development properties
accounted for SEK 799 M (716) of this.

@ The book value of construction in progress
was SEK 1,198 M (572).

@ Pretax income from property management
was SEK 339 M (290).

©® Atyear-end, unrented premises in properties
completed as of that date were equivalent to a
lost income of 1.5 percent of total rental
revenues.

® SEK 2,801 M (2,529) worth of loans were
secured on real estate holdings, or 77 percent
of their book value.

@ The avérage interest rate on borrowed funds
was 7.8 percent (9.8).

® The Group’s investment and development
properties have been written down by SEK
479 M beyond ordinary depreciation. This is
reported as an untaxed reserve in the consoli-
dated balance sheet.

® Investment properties are depreciated at the
maximum annual amounts permitted by tax
law.

*) Except in the diagrams, JM’s real estate is not
included in the presentation on pages 24—25.

In Sweden, real estate operations
take place through three regional real
estate departments as well asa
development property department in
Stockholm and an international real
estate department. The subsidiary
Skanska Fastighetsservice AB is in
charge of practical property mainte-
nance.

About 90 percent of the Group’s
real estate holdings were built using
its own resources. Most of them date
from the past 10-15 years. Skanska
collects anut 50 percent of its rents
in Greater Stockholm, where office
buildings dominate its holdings. It
also has major real estate holdings in
such cities as Malmo, Helsingborg
and Gothenburg.

Aside from a few properties in
southern Sweden, new additions to
Group holdings consist of office prop-
erties. The occupancy rate in existing
properties and the leasing rate in
those still under construction are very
high.

Shortly after the close of 1986,
Skanska acquired the municipal
housing company Goteborgshem,
including 4,300 apartments. During
1987 the operations of this company
were closely integrated with the real
estate department in Gothenburg.

During 1987, Skanska’s purchases
included: the offices of the Gotaver-
ken shipyard company in Gothen-
burg, which will be renovated; a city
block in central Stockholm; land for a
building being planned in the Stock-
holm suburb ofPHanin e, and a city
block in each of two otﬁcr suburbs,
Upplands Vasby and Huddinge.
Total construction will be about
40,000 m? (430,000 sq ft). Skanska
also bought a site in ttll'lc outlying
Stockholm district of Spanga, where

The Group: Investment and
development properties (book values)

12,000 m? (130,000 sq ft) of floor
space may be built.

Nearly one third of Skanska’s
property holdings in Skane were
sold to a new real estate company in
the Skanska Group, AB Drott.

In Gothenburg, Skanska sold three
apartment houses, which include a
total of 350 units. Skanska also sold
its share of the former Carlton Hotel
properties in Stockholm (now office
space).

During 1987, Skanska completed
a shopping center in Malmé. It also
finished a combined residential and
commercial building in Varberg and
a commercial and oﬁ'lcc building on
the main square in Halmstad.

The conversion and extension of a
city block in Helsingborg into a total
of 10,000 m? (over 100,000 sq ft) of
offices, shops and apartments, will be
completed 1n the summer of 1988.

In Gothenburg, during 1987
Skanska completed a conversion proj-
ect at the National Swedish Union of
Clerical Employees building. The
University of Gothenburg is the new
tenant. The Chalmers Technology
Park consortium project in Gothen-
burg was also finished. The restora-
tion of the Gulin building in Skovde
following a fire in January 1987 is
now underway.

In the Stockholm area, Haninge
Centrum with its shops and offices
was completed, as was the conversion
and extension of a property in down-
town Stockholm. During 1988 a total
of 123,800 m? (over 1,330,000 sq ft) of
office space will be ready for occu-

ancy in Haninge as well as in Solna,
Bandcryd and Stockholm. During
1987 the municipal library in Mora,
Dalarna province, moved into a con-

The Group: Investment properties, rentals
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Skanska owns half of this office building in
Atlanta, Georgia, USA, which was completed

An office and handicrafts building whose ten-
ants also include a hotel and a Folkets Hus
community center, in Haninge, Stockholm.

A commercial and residential property in
downtown Varberg owned by Sulcus, a
Skanska real estate subsidiary.

-verted and extended building. A
hotel with some 50 rooms also went
into service in Mora.

In May 1987, Skanska began con-
struction of its Lilla Bommen office
building in Gothenburg. It will have
about 30,000 m? (320,000 sq ft) of
leaseable space. Skanska’s own
offices will occupy approximatel
8,000 m®, In Munkedal, north o
Gothenburg, Skanska began to build
a municipal center with about 4,000
m? of space, which will be leased to
the local government.

A building site in the Docklands
area of central London was acquired
in the fall of 1987. It will be used for
construction of office and commercial
buildings, recreational facilities and
housing, as well as underground
parking. The offices will be divided
among six buildings, with the tallest
being 15 stories high. The approxi-
mately 100 apartments will be sold;
they will be located in 5—8 story
buildings.

Construction of the project, which
is expected to cost around SEK 2.5
billion, is scheduled to begin during
the summer of 1988, Several of
Skanska’s subsidiaries will be
involved. The office portion of the
project will be compﬁated in 1990 and
the entire project by 1991.

In the United States, Skanska has
both investment properties and land
for sale.

Near the United Nations in Man-
hattan, New York City, Skanska
owns a development lot where a new
10,000 m? (107,000 sq ft) building
can be constructed. An agreement
has been negotiated with SSRS Hold-
ing AB, under which Skanska will sell
the building site and manage the con-
struction of a 150-room hotel.

In Central Europe, Skanska cooper-
ates with Scandic Hotel AB. During
November 1987, Skanska began con-
struction in Ettlingen outside Karls-
ruhe, West Germany, of the third
Central European hotel it has
planned and will own, and which Scan-
dic will manage under a long-term
lease. In Bremen, planning is under-
way for a 250-room hotel on the same
terms, with ground-breaking to take
Elace during 1988. The 380-room
otel in Vienna, Austria, that
Skanska began in 1986 will be com-
pleted during the summer of 1988.
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The Skanska Group’s investment properties

Amounts in SEK M

Rentable space, m

2

Site
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County, municipality, Year bulll Residential Retall Office Qther Book Rental lease-
block/property designation renovaled proparty space space  categordes valua revenues hold  Property-owning comgany
STOCKHOLM COUNTY
Botkyrka
Trddgérdsmistaren 14 1978 4,637 1,445 12 3 AB Malarhus
Danderyd
Kraftledningen 1—5 1981 15,877 171 250 10 3] Fast AB Vellonia
Nyponei 2, 3 1969 4,502 422 2316 519 7 4 Fast AB Veilonia
Slidden 4 1976 2,296 1,261 8 3 Fast hol Eneby C KB
Haninge
Séderbymalm 3:380etc.®?__ 1987 20,092 7,471 4,567 170 18 Fast AB Vellonia
Saderbymalm 3:462 1983 26,136 10141 86 24 Fast AB Vellonia
Jrfaila
Jakobsberg 2:2583 1982 17,504 6,498 78 27 AB Malarhus
" Jakebsberg 2:1907 1981 698 4,510 19 8 AB Malarhus
Viksjd 3:402 1977 5,433 832 2,686 19 8 Fast bol Viksjd C KB
Lidingd
Herkules 1 1958 9,182 205 215 5} 3 Fast AB Vellonia
Junone2, 3 {960 18,637 452 75 578 12 7 Fast AB Vellonia
Omberg 1 aic, 1951 12,548 700 5 4 Fast AB Vellonia
Sobeln1 1958 7,643 146 4 3 Fast AB Velionia
Torsviggen 2 etc. 1946 20,970 570 1,260 1,418 39 9 Fast AB Vellonia
Nacka
Sickladin 355:1 1980 4,013 8§ 3 AB Mélarhus
Sickladn 142:1, 1431 1957 10,215 135 85 215 5 3 Fast AB Vellcnia
Sicklatin 354:1 1979 2,625 5358 10,931 54 17 AB Milarhus
Nyndshamn
Alkotten 2 1984 1,891 2,041 18 4 AB Milarhus
Sigtuna
Benstocken 1:5 1984 14,000 45 12 T Arlanda Flyghotell KB
Solna
Apelsinen 5 1872 12,350 8,511 18 15 Fast AB Apelsinen
Noten 5 1986 125 27,357 2,250 143 az AB Mdlarhus
Puman 1 1972 2,086 3 2 AB Méatarhus
Siockholm
Drevern 1 1972 2,088 1,506 4 3 AB Malarhus
Elektra 19, 20 1955 68 8,607 4,730 5 8 T AB Hexabar Vit
Fardarna 3 1986 22,383 103 24 T Fast bo! Féréarna HB
Geten 25, 26. 1965 8,440 1,425 4,984 14 8 Fast AB Vellonia
Grévlingen 12 1977 3,367 18,268 3,357 A7 42 T AB Annexgrivlingen
Gangaren 11 1987 16,700 71 12 T AB Malarhus
Gérviln 2 1963 838 5,785 2 5 T Fast AB Velionia
Helgafjall 1, 2, 4 1879 28,879 7,808 76 31 T Fast AB Vellonia
Konsolen 1 1984 4,077 21 2 T Fast AB Vellonia
Lagern 11* 1987 553 10,177 72 7 Fast AB Vellonia
Nybodahemmet 5 1968 17,342 15348 15 25 T Fast AB Vellonia
Pristgérdsingen 3 1986 4,575 663 36 8 T AB Milarhus
Silvieberg 2, 3 1863 17,139 268 2,911 287 13 g T Fast AB Vellonia
Stjdrnfallet 20 1968 2,550 173 1,392 5 2 AB Mélarhus
Storsétra 1 1972 22,0680 10,110 27 17 T Fast AB Vellonia
Svérdlangen 6 1946 5,566 266 20 2 2 T Fast AB Vellonia
Tréddlarkan 8, 8, 10 1918 110 2,288 21 4 Fast AB Veilonia
Valndten 8 1930 325 499 1,463 634 3 3 Fast AB Vellonia
Vattentornet 3 1986 2,894 98 20 2 AB Mélarhus
Vinkelhaken 12 1870 457 317 807 40 10 2 AB Milarhus
Algen 24 1964 2,951 5,162 838 15 8 Fast AB Vellonia
Sundbyberg
Giodset 4 1977 2325 18,675 4,494 42 20 T AB Mélarhus
Kranan 1 1981 408 14,733 8,825 49 24 T AB Mélarhus
Rasten 3 1972 8,479 7 4 Fast AB Ragnar Wikstén
Spréngaren 8 1870 6,385 5529 5 8 Fast AB Sprangaren
Téby
Marknaden 5 1975 2,717 10,674 758 19 12 Fast boi Tabymarknaden KB
Upplands Vasby
Vatthagen 1:109 1976 3,627 36 921 6 3 AB Milarhus




Amounts in SEK M

Renlable space, m?

Site

County, municipality, Year built/  Residential Retail Office Other Book Rental  [ease-
block/property designation renovated property space space categories value revenues hold  Property-owning company
UPPSALA COUNTY
Enkdping
Centrum 28:5 1983 320 42 55 4,716 1 3 Dldviks Byggnads AB
Uppsala
Kungsidngen 7.6 1861 4,551 22 5 2 Fasi AB Vellonia
Luthagen 66:5. 1966 4 564 471 5 2 Fast AB Velionia
SODERMANLAND COUNTY.
Eskilstuna
Vapensmeden19._____ 1985 5,586 i5 4 AB Maélarhus
OSTERGOTLAND COUNTY.
Linkdping
Druvan 22 1963 2,544 3,366 4,291 737 7 6 Fast AB Sulcus
JONKOPING COUNTY.
Vérnamo
Gillet 1 1974 1,700 3,516 6 2 Fasl AB Betongblandaren
KRONOBERG COUNTY.
Ljungby
Bjdrklunden 10 1982 2,218 2,897 15 3 Fast AB Sulcus
KALMAR COUNTY
Kalmar
Korpen 18 1976 3.820 4 3 Fast AB Sulcus
Korpen 20 1979 6,184 16 5 Fast AB Sulcus
Lérlingen 5 1960 478 4,073 2 3 Fast AB Sulcus
Oskarshamn
Orion 2 1981 458 1,226 7 6 2 Fast AB Sulcus
BLEKINGE COUNTY.
Karlskrona
Dahlberg 37 1970 1,869 122 1,158 478 3 2 Fast AB Sulcus
Urmakaren 74 1970 2,840 2 2 Fast AB Sulcus
Ronneby
lars 7 1961 2,713 1,82% 185 337 2 2 Fast AB Sulcus
KRISTIANSTAD COUNTY.
Kristianstad
Bajonettan 4 1980 2,585 8 2 Fast AB Sulcus
Bajonetten 5 1980 2,193 2,947 2 3 Fast AB Suicus
Faltmarskalken 3 —_— 1984 2,453 2,118 108 228 22 3 Fast AB Sulcus
Angelholm
Tegelbruket 1,2 and & 1869 11,551 288 8 4 Fast AB Sulcus
Crmen 15and 28 1975 1,083 2,408 2,065 7 3 Fast AB Sulcus
MALMOHUS COUNTY.
Helsingborg
Fiskaren 40—41, Delfinen 17 1984 3,418 1,605 1,188 378 34 5 fast AB Sulcus
Getingen 11,12, 16and 18 1981 10,013 461 79 238 39 4 Fast AB Sulcus
Lund
Flintan 3 1985 5879 13 2 Fast AB Sulcus
Malmd
Erik Menved 34 1973 4,812 3,774 19,128 208 35 20 Fast AB Sulcus
Fasanen & 1977 12,591 22 8 Fast AB Sulcus
Frans Suell 8 1979 4,378 8 2 Fast AB Sulcus
Fretten 11 och 13 1979 13,365 B73 108 24 5 Fast AB Sulcus
Gamen 15 1981 4,472 15 4 Fast AB Sulcus
Hamnen 22:2 1972 7,194 5 4 T Fast AB Sulcus
Humle 24 1981 5,272 19 2 Fast AB Sulcus
Halsitn 2, Svansjitn 3 and 4 1975 60,981 2,833 1,409 1,060 52 25 Fast AB Sulcus
Hdken 56 and 57 1984 8,782 44 3 fast AB Sulcus
Jerusalem 70 1980 3,978 376 561 848 15 3 Fast AB Sulcus
Lybeck 6 1964 5085 17,806 5,061 850 28 i4 Fast AB Sulcus
Mdllebacken 23 1983 10,058 358 47 4 Fast AB Sulcus
Notskrikan 17 1983 5,148 649 24 2 Fast AB Sulcus
Rolf 19 1961 2,688 7,133 75 5 5 Fasi AB Sulcus
S:tJorgen 11 1964 4,283 14,124 23 12 Fast AB Sulcus
Spinneriet 8 1957 96 11,007 10,610 7922 11 18 T Fast AB Sulcus
Stralsund 33 1974 13,048 174 359 14 5 Fast AB Sulcus
Angsltt 1*} 1987 2,044 ’ 10 2 Fast AB Sulcus
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THE SKANSKA GROUP'S INVESTMENT PROPERTIES

Amounts in SEK M

Rentable space, m? Site
County, municipality, Year buill/ Residential Retail Cffice Other Book Rental  lease-
block/property designation renovated property space space  categories value revenuses hold  Property-owning company
HALLAND COUNTY
Falkenberg
Applet8and 8 1978 4124 547 1,490 12 3 Fast AB Suicus
Halmsiad
Gigantentend7y__ 1963 5,287 5,890 86 127 9 8 Fast AB Sulcus
Herlig Knut 10, 13and 19 1985 3,260 3,318 553 100 31 g Fast AB Sulcus
Varberg
Hattmakaren e 1987 2,598 2,109 26 2 Fast AB Sulcus
GOTHENBURG AND BOHUS COUNTY.
Gothenburg
Biskopsgérden 7:1-3,
830:842-843, Kyrkbyn 147:1__ 1867 42,933 470 1,197 28 15 T Fast AB Betongblandaren
Hjgllsndsg:30_ 1870 1,873 144 896 2 2 Fast AB Betongblandaren
Inom Vallgraven4:5__ 1906 3,169 500 5 2 Fast AB Betongblandaren
InomValigraven8:18_____________ 1974 5,513 2,682 1,118 28 8 Byggn AB Klensmeden & Co KB
fnomValigraven9:43____ 1967 4,168 1,721 2,027 16 16 Fast AB Betongbtandaren
Uddevalla
Hvitfeldt 22 1980 97 10,352 26 8 Fast bol Hviifeldt HB
ALVSBORG COUNTY
Alingsds
Jégaren8andt2___ 1968 1,863 1,603 1,480 4 2 Fast AB Betongblandaren
Storkenb5,6 &1 1983 632 2,392 473 365 9 3 Fast AB Betongblandaren
Boras
Hallebergt—-13.__ | 1970 59,895 961 44 20 Byggmadst | Bords Bost AB
Kyllared 1:101, 1126 1979 7,000 8 5 Fast AB Betongblandaren
Stg 6570 "Evedal” 1965 777 212 19,911 14 4 Fast AB Betongblandaren
Ventilen 1 1975 7.075 10 3 Fast AB Betongblandaren
Trolihttan
Oden 8 1976 11,319 17 g Fast AB Betongblandaren
SKARABORG COUNTY.
Lidkdping ]
. Vagnen2,5&6_ 1972 30,712 593 19 9 Fast AB Betongblandaren
Skara
Biskopen 67 1972 8,668 203 8 2 Fast AB Betongblandaren
Téreboda
Mangiaren 6 1983 350 1,830 62 1,471 6 2 Fast AB Betonghtandaren
VARMLAND COUNTY.
Arvika
Greven 6 1971 5471 1,837 5 3 Byggn AB T Zettergvist
Karlstad
Glasberget23—-24 . ... . 1870 11,159 8 4 AB Malarhus
543541 CDE 1974 4,814 167 135 §22 6 2 AB Malarhus
OREBRO COUNTY
Qrebro
Vindhjutet 3 1977 17,503 13 9 AB Milarhus
KOPPARBERG COUNTY.
Borlange
Slaggan 1 1984 1,074 5,098 4 2 AB Méalarhus
Stidet 9 1984 . 10,550 8 3 AB Mélarhus
Falun
Prasttdgten 20 1977 5,348 9 4 AB Milarhus
Mora
Hiditen 19*! 1987 a3 4,194 16 3 AB Mélarhus
GAVLEBORG COUNTY.
Gévle
Séder 38:5 1985 1,320 928 765 15 2 Fast AB Ragnar Wikstén
VASTERNORRLAND COUNTY.
Harndsand
Kopparslagaren28___ 1986 2,232 1,462 14 2 Fast AB Ragnar Wikstén
Képmannen9. | 1974 48 680 4,810 7 3 AB Méatarhus
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Breakdown of floor areas rented out (m?)

Breakdown of gross rental revenues (SEK M)

Residential Office Residential
properlies _ Space properties Office space
746.158 723.510 261
Other
categories
Amounts in SEK M 295582 632.040 212 325
Rentable space, m? Site
County, municipalilty, Year built/ Residential Retail Office Other Book Rental lease-
block/property designation renovated property space space categories value revenues hold Property-owning company
Sollefted
Tjdrnen 1-3 1984 11,156 70 12 4 Fast AB Ragnar Wikstén
Timré
Ostrand 3:1 1982 11,376 45 8 AB Maélarhus
Ornskéldsvik
Kina 4-5 1980 1,230 5,157 10 17 5 AB Mélarhus
JAMTLAND COUNTY.
Ostersund )
Hyacinten 10 etc. 1976 17,115 22 6 Fast AB Ostman & Norell
Traktoren 8 1973 2,235 2,472 719 6 3 AB Malarhus
NORRBOTTEN COUNTY.
Pited
Pitholm 1:40—41 1974 12,349 195 i 4 Fast AB Ragnar Wikstén
Stora Ornen 17 1972 116 26 1,018 1,787 3 2 Fast AB Ragnar Wikstén
Alvsbyn
Plogen 12 and 14 1965 4,028 1,250 189 413 3 2 Fast AB Ragnar Wikstén
Properties with rental
revenues below SEK 2 M 41,032 13,536 27,421 22177 278 52
Properties outside Sweden*’ 2,426 20,856 23,203 245 12
Properties belonging to Drott*!_ 134,704 30,194 16,078 44,831 379 81+
Properties belonging to JM*? 16,373 83,600 162,291 221,786 2,297 274
Properties belonging to
SektionsByggarna 35,017 5,826 80 22
Less intra-Group rents _ - - = = = - =17
Total Group investment
properties 746,158 295582 723,510 632,040 5948 1,335

*) The above listincludes properties with a book value of SEK 843 M as of December 31, 1987 which were added during the year by means of purchases and
Skanska's own production. Rental revenues for these properties totaled about SEK 50 M, and operating income — before depreciation, interest payments and
real estate tax — was about SEK 10 M. Similarly, total rental revenues included SEK 3 M from properties that were sold during 1987. Operating income from

these properties was about SEK 1 M.,

**) AB Drott acquired these properties from Fastighets AB Sulcus as of November 1, 1987. The rents specified are for 1987 as a whole, however. More
detailed information about AB Drott's real estate holdings will be provided in a prospectus to be issued during 1988.

Investment properties in partly owned
partnerships and limited partnerships
(Skanska Group's stake)

STOCKHOLM COUNTY.

Stockholm
Skalholt1 (50 %)
Tryckeriet 13 etc. (50 %)

MALMOHUS COUNTY.

1985 500

1965

19,950
25,555

800

79
32

19
18

T Fast AB Skalholt KB
T Byggn AB Tryckeriet & Co

Helsingborg

Danmark 29 (50 %) 1970 950 1,786

GOTHENBURG AND BOHUS COUNTY.

2,903

3 Fast bolaget Sddergatan nr 39
Fast AB Sulcus & Co

Gothenburg
Lorensberg 45:19(50 %)

ALVSBORG COUNTY.

1971 516

1,606

1,238

3 AB Kaholmen & Co KB

Trollhttan
Nohab 1 (50 %) 1970
Properties with rental

revenues below SEK 2 M 1,654 1,374

95

39,008

451

28

16

12 Nohab Ind Fast & Co KB

Total investment properties

in partly owned companies 2,604 4,176

50,109

41,497

166

57
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FINANCIAL OPERATIONS

Financial strength
allows freedom of
action

During 1987, Skanska's stock portfolio rose in value by 3 per-
cent, while the General Index maintained by the business week-
ly Afférsvérlden fell by 8 percent. During the period 1985—
1987, the portfolio grew in value 21 percent faster than this
index. Skanska's unofficially quoted shares in Graningeverken,
aforest product and hydroelectric power company, were not
included. According to unofficial price quotations, the value of

a share in Graningeverken rose by a full 40 percent during 1987.

Manager: Gunnar Carleson

Skanska works in an industry where
only limited capital is required for
investments in buildings and machin-
ery intended for the Company’s own
contracting operations. IFa contract-
ing company’s assignments are prof-
itable, it therefore accumulates good
liquidity relatively soon.

uring the 1960s, Skanska
invested its surplus liquidity in such
real assets as undeveloped land and
investment properties of its own.
Some major acquisitions of com-
panies with close ties to the Com-
pany’s contracting business also
occurred during this period. The
rapid growth and dramatically
improved profitability of Skanska’s
international operations during the
1970s required fresh approaches to
financial management — particu-
larly in view of the fact that bank
interest rates were generally lower
than the rate of inflation.

Investments in shares
Takeover attempts aimed at Industri
AB Euroc, which at the time was the
largest shareholder in Skanska, led to
the formation in 1974 of AB Opus
and Protorp Forvaltnings AB, two
investment companies later listed on
the Stockholm Stock Exchange.
Skanska’s shares in these companies
were gradually supplemented by
other holdings of a long-term,
strategic nature. Today the Group’s
stock portfolio is dominated by shares
in four industrial companies — Euroc,
Graningeverken, Santfvik and SKF
— and in three investment companies
— Custos, Opus and Protorp. Skans-
ka’s dividends on its shares 1n the
industrial companies are tax-exempt.
Among the reasons why the value
of the stock portfolio turned out
favorably during 1987 was that no
major share purchases occurred dur-
ing the first nine months of the year.
The subsequent stock market crash
consequently did not have the same
impact as in companies where shares
were bought at high initial prices.

Skanska admittedly purchased a sub-
stantial number of JM shares during
the first half, but because its holdings
reached such a volume that JM was
consolidated into the Skanska Group,
these JM shares are not reported as
part of Skanska’s stock portfolio.

Money market investments
The contracting business requires
relatively good preparedness to make
Sayments. There are major seasonal
uctuations in liquidity, and Skanska
is often asked to help its clients
finance their projects. Debt instru-
ments that can be sold quickly with-
out seriously disrupting the price
situation — such as the Swedish gov-
ernment’s Treasury discount notes
and Treasury notes — usually yield
the lowest interest. Higher interest is
generally available on loans against
promissory notes, since there is little
or no opportunity to withdraw from
such an mvestment. The Company’s
strategy has thus been to have a small
portion of its available funds invested
in highly liquid securities and to com-
bine a large volume and a uniform
distribution of maturity dates in its
non-liquid investment sector, in
order to generate both high yield and
relatively good liquidity.

During 1987 financial futures and
options, which only recently made
their debut in Sweden, received a lot
of media attention. As earlier,
Skanska utilized these instruments to
a limited extent both in the stock
market and the money market. The
financial outcome was favorable.
Proposed changes in taxation may
have serious adverse effects on future
opportunities to utilize these financial
instruments.

Market im;af_est rates and
official discount rate, 1987, %
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Foreiﬁn exchange matters

The Skanska Group’s international
operations — mainly contracting
work and property management —
make it necessary to take foreign
exchange matters into account. The
Group has always sought to limit the
currency risks associated with its
Swedish-based contracting opera-
tions. One way of doing this has been
to utilize negotiations with clients
and careful purchasing practices in
an attempt to establish a balance be-
tween payments received and dis-
bursed in a given currency. When
this has not been feasible, various
types of loans and forward contracts
have been utilized to minimize expo-
sure to fluctuations between different
currencies. Such a policy limits

both exchange losses and exchange
gains.

The aggregate volume of loans in
foreign currencies at year-end 1987
was equivalent to SEK 227 M.,
Nearly half of this amount consisted
of loans that Skanska was compelled
to raise abroad under Sweden’s then-
existing exchange controls, in order
to finance the purchase of companies
and help foreign subsidiaries to
obtain necessary funds. In addition,
it includes nearly SEK 100 M in
short-term borrowing under a Euro
Commercial Paper Program estab-
lished early in 1987, The maximum
amount that Skanska may borrow
under this program is USD 75 M.

Investment properties outside
Sweden are owned by Group com-
panies abroad. Their financing has
mainly been arranged through long-
term borrowing in the domestic cur-
rency of each respective company.
Early in 1986, the Skanska Bau-
gesellschaft group in West Germany
borrowed DEM 86 M. This sum was
intended, among other things, for the
hotel construction projects in Ko-
blenz and Vienna. Late in 1987,
negotiations also began on a loan
agreement totaling GBP 240 M to
finance Skanska’s Docklands project
in London. An agreement is expected
to be signed during the spring of
1988, with Skanska’s subsidiary
Trinity Tower Property Co. Ltd. as
the borrower, but with certain surety
commitments by Skanska. Under cur-
rent practices, only limited exchange
differences can arise in the financial
statements, because these loans are
being used for investments in real
assets within the same currency areas.



Consolidated income statement

Amounts in SEK M 1987 1986
Contracting operations Invoiced sales for the year 18,130 15,141
etc. Plus amount invoiced but not credited
toincome as of Jan. 1 17,444 17,677
Less amount invoiced but not credited
to income as of Dec. 31 —17,368 76 —16,516 1,162
Invoiced sales on contracts credited to income during
the year, factory operations etc 18,206 16,303
Production costs for contracts credited to income,
factory operations etc. plus the year's
administrative expenses =17,313 —16,022
Income from contracting operations etc. before
depreciation 893 281
Depreciation Note 2 _ —369 _ —293
Income from contracting operations etc. after
depreciation 524 - 12
Sales of investment and  Sales revenues 675 250
development properties  Book value —301 374 — 89 161
898 149
Development properties  Rental revenues for the year Note3 - 166 s
Operating and administrativecosts____ Note4 -129 =
Depreciation - 14 =
Interest expenses __— 45 =
P 22 —
Income from partly owned partnerships and
limited partnerships -~ 5§ =3 - —
867 149
Property management Rental revenues for the year 1,335 962
Operating and administrative expenses Note4 —460 —-341
Depreciation —140 —-103
Interest expenses - —3A —228
. 404 290
Income from partly owned partnerships and
limited partnerships 7 411 - 290
Operating income after depreciation 1,278 439
Financial items Dividends on shares and participations 188 175
’ Interest revenues 516 - 527
Interest expenses —281 —251
Exchange difference on loans Note 5 18 - b
Other financial items e I 439 9 455
Income after financial items 1.717 894
Extraordinary items Gain on sale of fixed-asset properties 19 -
Gain on sale of shares 368 152
Merger loss _ —246 141 = 152
Income after extraordinary items 1,858 1,046
Income in JM before acquisition =TT >
Minority interest 7 ~ —136 4
Income before allocations and taxes 1,645 1,050
Allocations Writedown of shares and participations - 4 - 3
Inventory reserve = 12 - 6
Payroll reserve — 28 - 25
Reserve for uncompleted contracts 51 —187
Reserve for investment and development properties____ —106 — 14
Extra depreciation Note 2 70 —278
Fire reserve - 13 =
Investment reserves Note 6 8 332
Development reserve ¥ =3 = =18
Income before taxes 1,614 869
Taxes Note 7 __—410 —384
Net profit for the year 1,204 485
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Consolidated balance sheet

Assets Amounts in SEK M 1987 1986
Current assets Bank balances 1,258 1,414
Shares and participations Note 8 134 104
Bonds 350 188
Accounts receivable 2,813 2,247
Prepaid expenses and accrued revenues 184 87
Current assets held by consortia Note 9 1,014 790
Other receivables Note 10 3,035 3,160
Inventories . 4#413 9,201 406 8,396
Investment and develop-  Investment properties Note 11 5,948 2,960
ment properties Investment and development properties under
construction 1,388 572
Development properties Note 12 1,030 8,366 716 4,248
Restricted accounts in For special investment reserve 55 4
Sveriges Riksbank For general investment reserve 72 91
For development reserve 56 183 56 151
Fixed assets Shares and participations Note 13 4,016 4,040
Notes receivable 565 415
Goodwill 176 -
Extraction rights 10 12
Ships Note 11 1 4
Machinery and equipment Note 11 1,077 916
Advance payments on fixed assets 18 29
Buildings Note 11 369 384
Buildings under construction ) 4 2
Hydroelectric power plants 224 229
Land and other real estate Note 11 142 140
Timberland Noteti _ 330 6,935 330 6,501
Total assets 24,685 19,296
Assets pledged Real estate mortgages 5,087 3,198
Chattel mortgages 47 45
Shares and other securities 97 25
Bank assets Note 14 10 13
Contingent liabilities Sureties 747 780
Guarantees 177 129
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Liabllities and shareholders’ equity Amounts in SEK M 1987 1986
Current liabilities Accounts payable 1,684 1,295
Tax liability. 324 286
Accrued expenses and prepaid revenues 1,899 1,529
Current liabilities of consortia 541 500
Other current liabilities Note 15 1,881 6,329 1,110 4,720
Uncompleted contracts Invoiced sales from beginning of contracts 17,368 16,515
Accumulated expenses from beginning of contracts —=14,075 3,293 —13,082 3,433
Loans on investment and  Building credits 48 70
development properties Mortgage loans 3,761 2,520
Other liabilities 648 4,457 108 2,698
Long-term liabilities Building credits 36 15
Mortgage loans 124 36
Other liabilities 714 677
Deferred tax liability 165 44
Provision for pensions Note 16 1,009 2,048 813 1,585
Minarity interests In untaxed reserves Note 17 267 i
In shareholders' equity 221 488 9 9
Untaxed reserves Inventory reserve 138 126
Payroll reserve 543 515
Reserve for uncompleted contracts 2,689 2,740
Reserve for investment and development properties 481 375
Accumulated extra depreciation '
Ships 1 4
Machinery and equipment 415 472
Fixed-asset properties 339 350
Investment and development properties 1 =
Fire reserve 13 =
General investment reserve 90 98
Development reserve 53 4,763 56 4,736
Shareholders' equity Restricted equity Note 18
Capital stock Note 19 626 617
Restricted reserves 547 379
Unrestricted equity
Unrestricted reserves 930 634
Net profit for the year 1,204 3,307 485 2,115
Total liabilities and
shareholders’ equity 24,685 19,296

33



Comments to the financial statements

Accounting principles

SwedIsh law and practice

The form and content of Swedish annual reporis are governed by
the Swedish Companies Act and the Accounting Law, both of
which went into effect in 1977. The Swedish Institute of
Authorized Public Accountants (FAR) has also issued a series of
authoritative opinions on the presentation of financial information
by Swedish companies.

Tax legislation has also exercised a powerful influence on how
Swedish companies report their earnings; these laws require
companies to record in their books and financial statements the
allocations of pretax income required for the company to be able
to take advantage of the substantial tax incentives available to
most corporate taxpayers.

In broad terms the pretax income reported by a Swedish com-
pany does not differ significantly from its taxable income, but it
may materially differ from earnings determined on the basis of
generally accepted accounting practices in many other countries.
The major areas in which Swedish accounting principles uniquely
differ from those broadly accepted in English-speaking countries
are outlined below.

Differences from accounting principles In English-speaking
countries
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All companies

Deferred tax accounting is not generally practiced. The gross
amounts of tax incentives (such as unrequired inventory and
reserves for work in progress — roughly comparable to stock
relief in Great Britain — and accelerated depreciation on existing
assets as well as advance accelerated depreciation on assets yet
to be acquired) have to be reported as specific allocations in the
income statement and as separate items in the balance sheet in
order for companies to make use of these incentives,

Equity accounting for investments in associated companies
(owned 50 percent or less) is not required and is uncommon.

Extraordinary items are not as strictly defined as in the United
States. Leasing arrangements do not have to be disclosed to the
same extent as in certain other countries.

As a rule of thumb, Swedish financial statements can be
adjusted to reflect U.S. accounting principles by adding to their
reported net income 48 percent of the year's transfers to untaxed
reserves and by adding to shareholders' equity 48 percent of
untaxed reserves in the balance sheet. Of these items, 52 percent
represents deferred taxes.

The construction industry

Swedish companies engaged in long-term construction or instal-
lation contracts normally apply the completed contract method for
revenue recognition purposes rather than the percentage-of-
completion method. This approach is governed both by the tax
rules which permit revenue recognition to take place no later than
one year after the final inspection of a completed project and by
the traditional preference for conservative accounting. Companies
applying the completed contract method do not disclose what
their revenues would have been under the percentage-of-com-
pletion method.

Effective from 1983 the tax rules were changed to require
revenue recognition of cost-plus contracts as and when the
related invoicing takes place.

Construction companies classify their holdings of real estate
under two categories:

Real estate used for the company's own business purposes,
such as office premises, warehouses and depots, is classified as
fixed assets and is subject to the usual Swedish rules (recording
at original cost, with depreciation on a straight-line economic
lifetime basis, plus tax-deductible accelerated allowances).

Real estate held for all other purposes is treated as a semi-
current asset and is subject to special tax allowance rules some-
where between those applying to inventories (where a tax-
deductible reserve of 50 percent of cost is allowed, reduced to 35

e ————— e =

percent when the payroll reserve option is also used) and the less
generous rules governing real estate proper. As a result, con-
struction companies classify properties of their own construction
held for long-term leasing purposes and properties acquired for
development purposes (which may or may not be intended as
long-term investments) under the single heading “'Investment
and development properties''.

Tax assessment values
All real estate in Sweden is assessed by the tax authorities at
roughly five-year intervals. In general, assessed values do not
exceed two thirds of current market values.

Accounting and valuation principles adopted by Skanska
Revenue recognition
Total invoiced sales for the year are recognized as revenues, as is
the practice among Swedish construction companies. Also
included in revenues is the Company's share in invoiced sales
pertaining to construction operations carried out together with
other contracting companies in cansortium form.

Revenues also include rental revenues, which are reported
separately in the consolidated income statement,

Revenues do not include revenues from the sale of investment
and development properties during the year, which are reported
in the consolidated income statement.

Invoicing for the portion of production consisting of goods
(finished concrete, concrete products, asphalt compounds etc.)
follows the customary practice in other industries.

In Skanska's dominant field of activity, contracting operations,
revenues consist of sales that were invoiced during the year on
the basis of agreed invoicing plans. These may be tied either to
slages of construction or to time schedules. This gives the Com-
pany a better idea of the production volume in a given year than if
only the volume of contracts credited to income during the year
were stated. Revenues do not include offices, factories, hydro-
electric power plants etc. built for the Company’s own opera-
tions.

Income
Income is calculated on the basis of contracts completed during
the year = contracts credited to income.

Interest on penslon llabllity
Interest on Pension Registration Institute (PRI) liability was set att
11.0 percent, in keeping with a recommendation by the Swedish
Institute of Authorized Public Accountants and PRI. The rest of the
year's PRI provision comprised an operating expense.

Untaxed reserves
Valuation of inventories, provisions for guarantee risks and
reserves for uncompleted contracts by construction companies
are governed by the Municipal Tax Act and by National Tax Board
regulations issued on January 20, 1983.

The reserve entitlement for inventories of materials and goods
may not exceed 50 percent of the value of inventories. If an allo-
cation is made to a payroll reserve, the entitlement is limited to 35
percent of this value.

In addition, a 15 percent allocation may be made to a reserve for
acompany's own real estate which comprises an inventory asset
(investment and development properties) provided that no funds
are set aside for a payroll reserve, and a 10 percent allocation is
permitted if funds are set aside for this purpose.

As the Group has elected to allocate funds for 1987 to a payroll
reserve (in which the allocation may not exceed 20 percent of
direct payroll expenses), the inventory reserve is limited to 35



percent of the value of inventories and the allocation to the
reserve for investment and development properties is limited to
10 percent of the total acquisition cost of the properties. Both
construction companies and companies which deal in real estate
are entitled to make allocations to reserves for investment and
development properties.

The maximum provision for guarantee risks is 1 percent of the
invoiced amount for contracts on which the guarantee period has
not expired at year-end. The year's change in the provision is
charged to operating income, and the provision itself is included
among current liabilities in the balance sheet.

The provision for loss risks on uncompleted contracts may not
exceed 15 percent of direct construction expenses incurred. The
writedown entitlement should be viewed against the background
of the difficulty of assessing the risks often connected with
uncompleted contracts. In cases where a loss is expectedon a
given uncompleted contract, according to the customary practice
the entire expected loss is charged against the year's income.
This may not exceed the 15 percent provision entitlement. Cost-
plus contracting assignments are not normally entitled to this pro-
vision.

Reserves for indirect costs are included under the heading
"Reserve for uncompleted contracts'.

Real estate
The Group's real estate holdings which are used in its own busi-
ness, for example properties for its own offices, warehouses, fac-
tories and gravel pits, are reported as fixed assets. Other real
estate is reported under the heading “Investment and develop-
ment properties''. This is divided into “‘Investment properties”,
“Investment and development properties under construction”
and ""Development properties'.

The Group’s holdings of real estate completed for its own
account are booked as “Investment properties™. Income from
these operations is reported in the income statement as *'Property
management". "‘Investment and development properties under
construction" include all construction both of properties intended
for the Group's own account and properties intended to be sold
after completion.

The Group's holdings of undeveloped land and redevelopment
properties are booked as ""development properties'. Expenses —
i.e. uncapitalized outlays — and income attributable both to
“Investment and development properties under construction
and “'‘Development properties’ are reported in the income state-
ment under the heading ''Development properties™.

Properties constructed by the Group have been booked at
values broadly based on the standards applied by rent-setling
authorities and government loan agencies. Properties not valued
according to these standards have been valued with reference to
their rental revenue and market value. When properties remain in
the Group's ownership, provision is made for any internal profits
— the difference between valuation and the construction com-
pany's production expenses — and the Group's operating income
is thus not affected by such surpluses. Annual depreciation on the
value thus determined has been carried out according to
guidelines established by the tax authorities.

Investments in undeveloped land and redevelopment proper-
ties are booked at their acquisition cost plus other expenses
incurred in cases where special exceptions have not been consid-
ered justified. Annual interest expenses have not, however, been
added to value but have instead been charged againstincome in
each respective year.

also affected by the profitability of uncompleted contracts. See
also the second paragraph under the heading **Valuation princi-
ples".

Figures for invoiced sales and expenses incurred also include
the Group's share in contracts carried out by consortia.

Principles of consolldation
The consolidated financial statements have been drawn up using
the purchase accounting method.

In the consolidated financial statements, the income slatements
and balance sheets of foreign subsidiaries have been translated at
year-end rates, except that shareholders' equity has been trans-
lated at the rate prevailing on the investment date. Translation
differences have been included among “'Other current liabilities''.

Valuatlon principles
Current assets have been valued according to the lower value
principle, i.e. their value may not exceed market value or acquisi-
tion cost, whichever is lower. Foreign receivables have been
stated at the exchange rate on the accounting date or at year-end,
whichever is lower, and liabilities have been stated at the higher of
these rates.

Direct expenses and indirect work site expenses are counted
as expenses incurred on uncompleted contracts. Estimated loss-
es on uncompleted contracts have been subtracted from
expenses.

Depreciation has been charged against operating income
(using a declining balance method in the case of certain large
machinery). Depreciation on the excess value of Group assets
has also been made, using the following annual rates: Goodwill
(equivalent to amortization in U.S.) 10 percent, ships 10 percent,
machinery and equipment 10—20 percent, buildings 1—7 percent
and land improvements 3.75 percent.

The rate of book depreciation on machinery and equipment has
generally been 20 percent of acquisition cost for the past five
years. In certain Group companies, the main rule in the Municipal
Tax Act has been used instead. Buildings comprising investment
and development properties have been written off at the highest
annual percenlage rate permitted for tax purposes.

Definition of financial ratios

==
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The following definitions are in keeping with a recommendation by
the Industry and Commerce Stock Exchange Committee.

Adjusted earnings per share
Income after financial items minus minority interest in income and
full taxes. divided by the number of shares outstanding at year-
end 1987. The merger loss booked in the 1987 income statement
also adversely affected adjusted earnings per share before extra-
ordinary items, even though the expense was booked as an extra-
ordinary item.

Adjusted earnings per share after extraordinary items
Income before allocations and taxes minus minority interest in
income and full taxes, divided by the number of shares outstand-
ing at year-end 1987.

Uncompleted contracts
The balance sheet states the net amount of invoiced sales and
expenses incurred. This amount is affected by the pace of invoic-
ing for both outgoing and incoming bills. This pace does not
always coincide with the percentage of completion. The amountis

Return on shareholders’ equity
Income after financial items minus minority interest in income and
full taxes, as a percentage of average adjusted shareholders’
equity, i.e. reported shareholders' equity plus 48 percent of
reported untaxed reserves excluding the minority share in these.
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NoTES To THE CONSOLIDATED FINANCIAL STATEMENTS

Return

on capital employed

Income after financial items plus interest expenses and exchange
differences, as a percentage of average total assets minus operat-
ing liabilities. Operating liabilities are defined as current liabilities
except for short-term loans, the balance of uncompleted contracts
and deferred tax liability in untaxed reserves.

Equity/assets ratio

Notes

Reported shareholders’ equity plus 50 percent of reported
untaxed reserves as a percentage of total assets.

to the consolidated financial statements

Amounts in SEK M if not otherwise specified.

Note 1. Personnel
Average number of employees,
wages, salaries and Group Parent Company
remuneration. 1987 1986 1987 1986
Average number of employees
Sweden 22,879 19,846 16,507 16,916
Abroad 6,539*) 7,781 3,977 5,901
Total 29,418 27,627 20,484 22817
Wages, salaries and
remuneration
Sweden
Boards of Directors
and Presidents 13.9 1.9 3.9 4.4
Of which, bonuses (3.4) (3.2) (1.9) (1.0
Other employees 2,957.1 2,353.3 2,131.8 2,011.6
Abroad 2971.0 2,365.2 2,135.7 2,016.0
Boards of Directors
and Presidents 3.1 1.7 - -
Other employees 3949 4329 165.7 2383
Grandtotal____ 3,369.0 2,799.8 23014 22543
Social welfare contributions
and pensions
Sweden 1,303 1,025 919 872
The average number of employees in Sweden was calculated by
taking total hours worked and dividing by a standard working year
of 1,600 hours.

The complete legally required specification of personnel is
attached to the annual report documents submitted to the Swed-
ish Patent and Registration Office. This specification can be
obtained from Marketing Communications, Skanska AB,

S-182 25 Danderyd, Sweden.
*) See the list on page 22.
Note 2. Depreclation Book
' Extra depreciation
Depreciation depreciation for year*!
1987 1986 1987 1986 1987 1986
Goodwill**) 13 3 = = 13 3
Extraction rights___ 1 - = - i -
Ships.________ 3 4 -3 -4 0 0
Machinery and
equipment 323 260 -57 34 266 294
Fixed-asset
properties incl.
hydroelectric
power plants 29 26 -11 248 18 274
Investment and
development
properties 154 103 1 - 166 103
Totaldepreciation. 523 396 —-70 278 453 674
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*) Including depreciation against reserves.
**} Of this, SEK 12 M consists of 10% annual depreciation of
goodwill arising in connection with the acquisition of JM.

Note 3.

Development propertles
Effective from 1987, the Group reports financial data on its devel-
opment properties and investment and development properties
under construction. See the comments to the financial state-
ments, page 34.

The year's income, SEK —31 M, corresponded to a 1986 figure
of SEK —9 M. The latter amount was included in the 1986 financial
data on contracting operations.

Noted.

Property management, Operatingandadministrativeexpenses
The national real estate tax introduced in 1985, which in 1987
totaled SEK 79 M (47) for investment and development proper-
ties, is reported under the heading ""Taxes". This tax, based on
assessed value, applies among other things to all apartment

house units. Among exempted real estate are development and
industrial properties.

Note 5.

Exchange differences on loans

Exchange differences on loans refer to the difference between
realized exchange gains arising through forward cover and un-
realized losses due to revaluations of foreign loans.

Note 6. Investment reserves 1987 1986
Special investment reserve
Withdrawal 2 __103
General investment reserve
Allocation -1 —-10
Withdrawal 17 239
Change during the year. R 6 229
Change according to income statement___ 8 332
Note 7. Taxes 1987 1986
Corporateincometax 167 270
Profit sharing tax 162 65
Real estate tax 8 49
410 384
Note 8. Shares (current assets)
List of shareholdings of Group companies comprising trading
inventory assets as of December 31, 1987.
Shares listed on Par  Market Book
the Stockholm value value value
Stock Exchange Number SEK 000 SEK 000 SEK 000
AGA,SeriesB______ 34,500 863 - 4,554 4,554
Asea, SeriesA___ 30,000 1,500 8,340 8,340
Asea, Series B 23,200 1,160 6,844 6,844
British Petroleum 42,000 114 332 332
Catena 40,000 800 3,600 3,600
Custos, Series B 23,000 575 3,496 3,496
Edebe 42,000 210 1,722 1,722
Electrolux, Series B 35,000 875 6,755 6,755
Ericsson, Series B 80,000 4,000 12,320 12,320
Euroc, SeriesA_______ 31,000 1,550 8,370 7,037
Handelsbanken 45,000 450 4,275 4,275
Hufvudstaden, Series A___ 12,600 315 4,977 4962
Hufvudstaden, Series B__ 6,000 150 2,370 2,370
JM Bygg 13,700 274 8,288 8,244
Pharmacia, Series B 48,000 480 5,424 5,424
Protorp. 75,500 3,775 18,875 16,478
Sandblom & Stohne 30,000 300 2,040 2,040
Sandvik, SeriesA______ 23,000 575 3,312 3,312
S-E-Banken, SeriesA__ 80,000 800 9,760 9,760
Skandia__ 33,000 165 4,554 4,554
SKF, Series B 17,000 850 3,910 3,910
Stora 5,000 126 1,385 1,385




Par Market Book Par Market Book
value value value i % value value value
Number SEK 000 SEK 000 SEK 000 Number slake SEK 000  SEK000  SEK 000
Volvo, Series B 34,500 862 8,970 8,970 Industrivarden conv.
Akermans 15,000 375 1,545 1,545 participatory
Oresund 8,000 400 1,880 1,880 notes 97,110 11,168 14,366 14,366
Opus 910,000 27 45500 564,200 74,100
Opus, conv.

Note 9. Current assets held by consortia debentures__ 18,788 5636 38046 5649
This amount represents the Group’s share of all assets held by Pien_________ 258333 6 6458 67,167 15,500
consortia (except for expenses incurred that are included under Protorp —— 2,125,000 21 106,250 631,250 94,593
the heading *“Uncompleted contracts”). Liabilities (except for Roslags Energi 1,320 <1 33 205 33
invoicing) are similarly shown under the heading *‘Current Sandv1k_l—1 1,109,000 21 277,725 1,588,688 743,730
llibilities of Goneoriia SKF, SerlesA___ 3,110,000 12 155500 715,300 338,070

SKF, SeriesB__ 450,600 1 22,530 92,847 57,528
e——— —— . 0 Oresund 632,639 16 31,632 148,670 157,578
ote 10.0ther receivables (current assets
This heading refers primarily to short-term investments in the Bifietysed Silal b
form of promissory notes and commercial paper issued by corpo-
rations and finance companies. Par  Book
% value value
Other shares Number slake SEK 000 SEK 000
Note 11.Property, plant and equipment ABVRockGroupAB____ 1,500 50 150 548
Acquisilion price Atrium FaStlghEtS AB- = ... 250,000 20 25,000 30,650
a) Acquisition price and o remsrigie:r]tg 'Zf;?é?éﬁﬁ BGB-i Malma Al w1 aag  L2h
g;‘f“"cig'a‘gd Epschlon tor_isbo 1031880 | g e A, 1000 1 100 100
ips(dredgers, barges 4s Friti

Machinery and equipment____ 3,006 2,651 1929 1,735 E;Zﬂga:aggtfgﬁ;ﬁ;ﬁz_i B o T el
Buildings (fixed-asset properties) 571 573 202 189 Calor-Celsius AB 45000 9 4500 15453
Hydroelectric power plants 230 229 6 - Contorta AB '500 <1 50 50
DalaTillvaxtAB_____ 1,000 2 100 100
b) Assessed values 1987 1986 FV Fastighetsvarden AB___ 25,000 50 2,500 2642
Investment and development Fastighets ABLuxor____ 1,000 50 100 100
properties ' Fastighets AB Sibos_ 5,000 50 500 500
Buildings 3,292 2,088 Fastighetssystem AB 978 21 122 1,473
Landandotherreal estate 735 484 Forvaltnings AB Orekép____ 250 50 250 250
Fixed-asset properties Graningeverkens AB 255,718 29 127,859 638,223
Buildings, incl. power plants____ 430 434 H-Invest AB 500 <i 50 50

Landandotherreal estate 151 139 Halmstads Byggmastares
Timberland 250 244 Gemensamma Byggnads AB 112 41 56 55
AB Helsingborgs Byggbetong 240 33 240 1,085

Note 12.Development properties AB Halsingborgs Byggelement 350 50 350 757
The book value of development properties as of December 31, ldeonAB____ 3500 18 3,500 4,242
1986, SEK 716 M, was reported in the 1986 financial statements Jdnkopings Betong AB 1,000 50 100 100
together with investment properties under the joint heading AB Kalmar Betongindustri____ 160 10 80 40
“Investment and development properties.” Makadam AB Lapillus_______ 126 50 126 126

MedeonAB___ 1,200 33 120 195
Nohab Industri-

Note 13. Shares and particlpatlons (fixed assets) fastigheter AB 20,000 50 1,000 1,000
Portfolio as of December 31, 1987; AB Narr-Retur. 1,800 25 180 180
Swedish companies Naringslivets Utbildnings AB 170 7 170 0
Shares etc. Par Market Baok ABPalarbeten 500 50 50 5
listed on Stockholm % value value value AB Ramlésa Brunns-

Stock Exchange Number stake SEK 000  SEKO000  SEK 000 anldggning 625 50 62 75
Active 340,000 3 3,400 14,876 14,618 | RAsjo Torv AB 22,280 22 2,228 6,923
Betongindustri__ 2,000 <1 40 550 200 SFL Svensk Fastighets-
Bohus 173588 7 1,736 41,661 10,242 leasing AB 200 20 20,000 25,000
Catena_____ 2,205000 11 44,100 198,450 79,144 AB Staven 10,000 33 1,000 1,142
Catena conv. AB Sydsten 60,000 40 3.000 3,880
debentures___ 1,062,426 169,988 305,979 178,488 Sébi AB 1,800 1 180 90
Custos, Series A 8,778,000 19 219,450 1,448,370 1,002,471 UddevallalnvestAB_______ 50,000 5 5000 5,000
Custos, SeriesB 650,000 1 16,250 98,800 57,383 Videum Fastighets AB 1,000 25 1,000 1,010
Edebe 152,625 8 763 6,105 9,921 Wihlborg&SonAB_____ 12,400 <1 248 2,015
Euroc______ 3,052,500 26 152,625 787,545 180,400 | Vést-Pélar AB 1,750 50 175 250
FFNS Gruppen__ 4,000 <1 20 540 302 Bostadsfdreningen Borgens___ 50 7,121
Handelsbanken 1,400 <1 14 132 20 Miscellaneous shares and
Hexagon 1,440 <1 36 166 118 participations*. 34,835
Industrivarden__ 584,500 2 11,690 99,365 77,448 788,099
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Par value,
in 000 of Book
% respective value
Foreign companies Number stake currency  SEK 000
Banister Continental

Ltd,Canada_ 888,613 15 CAD 5,209 55,867
Beaconsfield Ltd, Bermuda_ 10,000 24 USD 100 1,080
Borggren, Dickson

Construction Inc, United

States 49,000 49 USD 49 392
CAC International N.V.,

Belgium 2,800 50 BEC 700 104
Entreprenerservice A/S,

Norway_ 2500 50NOK2500 2374
Grove Equity Inc, United

States 24 48USD 33 193
Karl Koch Erecting

Co., Inc., United States____ 49 49 USD 132 23,000
Sihska A/S, Denmark________ 150 50 DKK 150 138
Skanska Hispania SA,

Spain 500 50 ESB 5,000 257
A/S Skanska-Lekven, Norway 50 50 NOK 250 232
Skanska West Africa Ltd,

Nigeria 160,000 40 NGN 160 267
VSL Norge A/S, Norway 140 35 NOK 140 146
Yemen Construction &

Development Co., North

Yemen 3,000 3 YER 3,000 0
Miscellaneous shares and

participations*? 1,732

85,782
Total 4,015,543

*) Includes shareholdings under SEK 50,000 and participation units in
partnerships, limited partnerships, etc. Complete data on participation
units of SEK 50,000 and above can be obtained on request from the
Company.

Note 14.Assets pledged
Pledged bank deposits constitute collateral for contracting com-
mitments.

Note 15.0ther current liabilities
As of December 31, 1987, other current liabilities consisted of
SEK 76 Min the current portion of long-term liabilities, SEK 861
Min other interest-bearing liabilities and SEK 944 M in non-
interest-bearing liabilities.

Note 16.Provision for penslons The year's Liability as of

provision December 31, 1987

=

Note 18.Change In shareholders’ equity

Capital Restricted Unrestricted

stock reserves reserves

Opening balance, Jan. 1,1987___ 617 379 1,119
New shareissues______ 9 167

Transferred to restricted reserves 1 -1

Dividend —188

Closing balance, Dec. 31, 1987__ 626 547 930

PRI liability 196 984
Other pension commitments = 25
196 1,009

Note 17.Minority Interest In untaxed reserves

38

Minority interest in untaxed reserves, SEK 267 M, is distributed

as follows:

Inventory reserve.
Payroll reserve.
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Reserve for uncompleted contracts

61

Reserve for investment and development properties

Extra depreciation
Machinery and equipment___

138

Fixed-asset properties

Special investment reserve

Development reserve

Note 19.Capltal stock
See note 13 to the Parent Company balance sheet.




Parent Company income statement

Amounts in SEK M 1987 1986
Contracting operations Invoiced sales for the year 12,724 12,399
etc. Plus amount invoiced but not credited
to income as of Jan. 1 14,854 16,230
Less amount invoiced but not credited
toincome as of Dec. 31 —14,343 511 —14,854 1,376
Invoiced sales on contracts credited to income
during the year, factory operations etc 13,235 13,775
Production costs for contracts credited to income,
factory operations etc. plus the year's
administrative expenses —12,665 —13.,667
Income from contracting operations
etc. before depreciation 570 108
Depreciation Note 1 _—249 —218
Income from contracting operations etc.
after depreciation 321 -110
Sale of investment and
development properties - 51
Development properties and
property management Note 2 13 =
Operating income after depreciation 334 — 59
Financial items Dividends on shares and participations
in subsidiaries 54 63
in other companies 174 167
Interest revenues 518 590
Interest expenses —277 —294
Exchange difference on loans 15 - 6
Other financial items - 4 480 - 520
Income after financial items 814 461
Extraordinary items Gain on sale of fixed-assets properties 4 =
Gain on sale of shares 359 136
Shareholder contribution = 1 - 1
Merger loss —246 110 - 135
Income before allocations and taxes 924 596
Allocations Group contributions. 195 - 60
Writedown of shares and participations
in subsidiaries - 11 - 5
in other companies - 4 - 1
Inventory reserve 11 2
Payroll reserve - 5 - 7
Reserve for uncompleted contracts 116 — 59
Reserve for investment and development properties____ - 35 —
Extra depreciation Note 1 66 —254
Investment reserves Note 3 8 M 311 - 73
Income before taxes 1,265 523
Taxes Note 4 —200 —125
Net profit for the year 1,065 398
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Parent Company balance sheet

Assets Amounts in SEK M 1987 1986
Current assets Bank balances 756 905
Bonds 180 114
Accounts receivable 1,709 1,779
Prepaid expenses and accrued revenues 40 40
Current assets held by consortia Note 5 818 702
Other receivables Note 6 2,635 2,749
Inventories 201 6,339 232 6,521
Investment and develop-
ment properties Development properties Note 8 345 -
Restricted accounts in For special investment reserve = 2
Sveriges Riksbank For general investment reserve 49 70
For development reserve 39 88 39 111
Fixed assets Shares and participations in subsidiaries 1,561 590
Shares and participations in other companies 3,969 3,999
Receivables from subsidiaries 2,046 1,694
Other receivables Note 7 138 305
Extraction rights 9 10
Ships Note 8 1 4
Machinery and equipment Note 8 734 719
Own machinery being manufactured 4 -
Advance payments on fixed assets = 16
Buildings Note 8 140 142
Buildings under construction 1 1
Hydroelectric power plants 224 229
Land and other real estate Note 8 83 8,910 85 7.794
Total assets 15,682 14,426
Assets pledged Real estate mortgages 239 98
Bank assets Note 9 4 12
Shares 1 —
Contingent liabilities Sureties for subsidiaries 576 761
Other sureties 524 773
Other guarantees 92 86




Liabilities and shareholders’ equity Amounts in SEK M 1987 1986
Current liabilities Accounts payable 1,075 962
Tax liability 193 62
Accrued expenses and prepaid revenues 1,188 1,148
Current liabilities of consortia 460 474
Other current liabilities Note 10 1,156 4,072 805 3,451
Uncompleted contracts  Invoiced sales from beginning of contracts 14,343 14,854
Accumulated expenses from beginning of contracts___~ —11,449 2,894 —11,709 3,145
Loans on investment and
development properties  Mortgage loans 138 -
Long-term liabilities Liabilities to subsidiaries 1,051 1,239
Mortgage loans 37 51
Other liabilities 333 335
Provision for pensions Note 11 780 2.201 720 2,345
Untaxed reserves Inventory reserve 71 81
Payroll reserve 456 451
Reserve for uncompleted contracts 2,490 2,607
Reserve for investment and development properties____ 35 =
Accumulated extra depreciation
Ships 1 4
Machinery and equipment 341 398
Fixed-asset properties 275 282
General investment reserve 60 68
Development reserve 40 3,769 39 3,930
Shareholders’ equity Restricted equity Note 12
Capital stock Note 13 626 617
Legal reserve 290 123
Unrestricted equity
Retained earnings 627 a7
Net profit for the year. 1,065 2,608 398 1,555
Total liabilities and
shareholders’ equity 15,682 14,426
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List of Group companies

Par value Book value Par value Book value
of shares of shares of shares of shares
Swedish companies SEK M SEK M Other operations SEK M SEK M
Contracting and industrial operations Forvaltnings AB Albus (Share dealing) 50.0 85.0
AB Boritt (42%) 04 0.4 Bark & Warburgs AB (Forestry) 6.2 46.7
Boxholms Sag AB 17.5 210  Boxholms Skogar AB (Forestry). .. 125.0 150.0
Brédema Nordins Byggnads AB 0.6 0.1 Datatechnology Datech AB {Consulting) 0.5 05
Byggnads AR Potar (42%) 0.1 29 AB Drott (Investment) 150.0 95.3
Combiglas AB 0.8 17 AB Gusums Skogar (Foresiry) 4.0 185
Engdahl StAlteknik AR 1.0 0.4 SCEM AB (Construction management)____ 0.3 2.2
Industriventilation SvenskaAB______ 0.2 15,0  Ormo Skogar AB (Forestry) 2.3 35.2
JM Byggnads ach Fastighets AB {42%) 36.1 g3g.2  Othersubsidiaries. .. 17 2.2
JM Rock AB (429%) 0.4 0.1 Elimination of sub-subsidiaries ~66.2
Kallax Belong & Grus AB (42%) 2.0 6.1 350.4
Lundby System AB 2.4 3.0
Magnusson & Gran Byggnads AB 0.1 01
Myresjd AB 25.0 31.5 Par value
Myresj&ihus AB 20.0 42 of shares,
AB Nosrbottens Cementgjuteri 3.0 4.5 miions of  Book value
Ohlisson & Skarne AB 5.0 3.0 Foreign companies reéfﬁ::is m;:ﬁ:
AB Projekdgaranti (42%) 0.1 0.1 =
o 1o e e O¢ 10 08
A iedada de nstracoes
AB Sohald & Transpor Yo qo LoaPougalezw) PIE 1425 BS
SekfionsByggarna AB 10 10.0 Grundstiicksgesellschaft Albergo
Sentab, Svenska Entreprenad AB 12.0 12.0 mbH, WeSt Germany . DEM 0.1 0.2
Skanska International AB 50.0 50.0 Grundstlicksgesellschaft Atlantis
Skanska Konsuiter AB 20 2.0 mbk, WeSt Germany DEM 0.1 0.2
Skanska Makadam AB 18 29 Grundsilcksgesellschaft PRADO
Stabilator AB 04 o1 mbH, West Germany. DEM 7.0 25.8
Sundsvalls Grus & Betong AB 1.0 g  Grundstlicksgeselischaft RHEMO
Svenska Rivieknik AB 0.5 72 mbH West Gormany DEM 3.0 1.0
Olle Timblads Malerifirma AB (42%) 0.5 12.7 ensen A/S, Denmark —— . DKK - 20.0 0.7
AB Tryckrbr 54 39 JMUSA Inc,lUmted Siate;; (42%)__ ____ USD 0.1 0.8
Ostiunds Byggnads AB {42%) 05 0.7 JM Cpnstrucuon S A, Belgium (42%)...__ BEC 25 0.4
Other subsidiaries 81 118 bllnqea BSX l‘;elheriands (60%) I\FI:I_R?: (7)8 2.§
o . arion , France .
Elimination of sub-subsidiaries =851 Myres|d Haushau GmbH, West Germany..... DEM 1.0 1.2
11180 Myresjd Nederiand BY, Netherlands NLG 0.3 0.2
Myresjbdhus Norge A/S, Norway. NOK 0.4 04
Property management Myresjo UK Lid, Great Britain GBP 0. 0.2
AB Annexgraviingen 1.0 54  A/SNefa, Norway. NOK 0.1 0
Fastighets AB Apelsinen 0.2 g3  Scanbau GmbH, West Germany. DEM 0.8 2.7
Fastighets AB Belongblandaran 1.0 1.0  Scanopar SA, France FRF 2.0 8.8
Fastighets AB Falsterbovéng 7.0 7.0  Sektionsbausystem Oresjé GmbH,
Fastighets AB Gredelby (42%) 2.0 7.0 Wes! Germany. DEM 0.1 0.1
Fastighets AB Gérda Lejon {42%) 5.0 187  Sepco SA, France FRF 5.0 35
Fastighets AB Sulcus. 5.0 50  Skanska A/S, Norway NOK 5.0 4.8
Fastighets AB Vellonia 16.0 16.0  Skanska Baugeselischaft mbH,
Fastighets ABRWikstén.—— 30 3.0 West Germany DEM  10.0 314
Fastighets AB Ostman & NorellL 1.7 1.7 Skanska Nederland BV, Netherlands NLG 01 0.2
AB Hem p# landet (42%) 6.1 246  Skanska Saudi Arabla,
JM Industrifastigheter AB (42%) 42.0 269.3 Saudi Arabia (60%) SAR 6.0 0
AB Malarhus 1.0 1.0 Skanska (U.S.A) Inc., United States usp 57 26.1
Other subsidaries 41 7.7 Trinity Tower Property Co. Ltd, Great Britain GBP 09 8.4
Elimination of sub-subsidiaries -334.3  Elimination of sub-subsidiaries —-89.8
42.4 49.8
Total Parent Company holdings 1.660.6
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Notes to the Parent Company financial statements

Accounting principles

The accounting principles of the Parent Company are the same as
those applied to the Group (see pp. 34 ff).

Notes Amounts in SEK M unless otherwise specified

=

Note 1. Depreclation Book
Extra depreciation
Depreciation depreciation for year*)
1987 1986 1987 1986 1987 1986
Ships____ 3 4 -3 —4 0 0
Machinery and
equipment 229 204 56 32 173 236
Fixed-asset
propertiesincl.
hydroelectric
power plants. 17 10 -7 226 10 236
Total
depreciation 249 218 -—-66 254 183 472

*} Including depreciation against reserves.

Note 2. Development propertles and property management
Revenues and expenses atiributable to investment and develop-
ment properties under construction, undeveloped land and rede-
velopment properties are reported under the heading ““Develop-
ment properties’. Revenues and expenses attributable to the
management of completed investment properties are reported
under the heading *‘Property management". See also ""Com-
ments and notes to the Group financial statements”, pp. 34 ff.

Note 7. Other recelvables (fixed assets)
On the basis of an exemption in accordance with Chapter 12,
Section 8 of the Swedish Companies Act, loans in the amount of
SEK 533,000 have been granted to employees who are also
members of Boards of Directors of Group companies.

Note 8. Property, plant and equipment  Acquisition price

a) Acquisition price and for remaining Accumu_la!ed
accumulated depreciation P O
Ships (dredgers, barges) 114 117 113 1183
Machinery and equipment 2,154 2,146 1,420 1,427
Buildings 267 261 127 119
Hydroelectric power plants 230 229 6 -
b) Assessed values 1987 1086

Investment and development

properties

Buildings 182 -

Land and otherreal estate 52 —

Fixed-asset properties

Buildings, incl. powerplants___ 232 226

Landand otherreal estate 76 67

Note 9. Assets pledged
Pledged bank deposits constitute collateral for contracting com-
milments.

Note 10.0ther current liabllitles
As of December 31, 1987, other current liabilities consisted of
SEK 70 M in the current poriion of long-term liabilities, SEK 745
M in other interest-bearing liabilities and SEK 341 M in non-
interest-bearing liabilities.

Note 11.Provision for pensions The year's Liability as of
provision December 31, 1987
PRI liability. 60 760
Other pension commitments = 20
60 780
Note 12.Change in shareholders’ equity  Capital Legal  Retained
stock reserve earnings
Opening balance, Jan. 1, 1987 617 123 815
New shareissues_____ 9 167
Dividend —188
Closing balance, Dec. 31, 1987 626 290 627

Development Property
The year's income consists of properties management
Rental revenues 102 -
Operating and administrative expenses —64 -
Depreciation =5 -
Interest expenses —20 -
13 =
Income from parily owned partnerships
and limited partnerships -9 9
4 9
Note 3. Investment reserves 1987 1986
Special investment reserve
Withdrawal - 97
General investment reserve
Withdrawal 8 214
Change during the year according
to income statement 8 311
Note 4. Taxes 1987 1986
Corporate income tax 61 112
Profit sharing tax 130 9
Real estate tax 9 4
200 125

Note 5. Current assets held by consortla
This represents the Parent Company's share of all assets held by
consortia (except for expenses incurred that are included under
the heading *'Uncompleted contracts"). Liabilities (except for
invoicing) are similarly shown under the heading *'Current
liabilities of consortia".

Note 13.Capltal stock
4,168,430 Series A shares (10 votes apiece), each with a par
value of SEK 10
58,393,155 Series B shares (1 vote apiece), each with a par
value of SEK 10

62,561,585

Note 6. Other recelvables (current assets)
This heading refers primarily to short-term investments in the
form of promissory notes and commercial paper issued by corpo-
ralions and finance companies.
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Statements of changes in financial position

GROUP PARENT COMPANY

Amounts in SEK M 1987 1986 1987 1986
Funds supplied Funds supplied from operations credited
toincome (see below) 1,726 1,013 1,196 590
Increase in long-term liabilities 2,701 520 = 180
New share issue 176 = 176 =
4,603 1,533 1,372 770
Funds applied Dividend 188 154 188 154
Increase in long-term receivables 150 126 185 337
Decrease in long-term liabilities = - 6 -
Net change in investment and development properties 4,272 570 350 -
Investments in shares and participations - 20 - 84 956 — 71
Investments in other fixed assets 677 510 239 352
5,267 1,276 1,924 772
Change in working
capital _— 664 257 —552 -— 2
Specification of change ~ Change in balance of uncompleted contracts 140 —131 251 - 179
in working capital Increase/Decrease in inventories T 2 - 31 —= 5
Increase in trading inventory of shares 30 10 - -
Inrease/Decrease in current receivables 924 1,017 - 2 871
Increase in current liabilities -1,609 —499 —621 —498
Decrease in bank balances — 156 —142 —149 291
Total change — 664 257 —552 -— 2
Breakdown of item Income before allocations and taxes 1,858 1,046 924 596
“Funds supplied from Income in JM before acquisition - 77 - - -
operations credited . Minority share in income — 136 4 - -
to income" Depreciation 523 396 254 218
Taxes — 410 384 —-200 -—125
Deposit in/Withdrawal from restricted account in
Sveriges Riksbank - 32 - 49 23 -39
Group contributions - — 195 — 60
1,726_ 1,013 1,196 590
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Proposed allocation of earnings

The Board of Directors and the President propose that the net profit for
1987, SEK 1,065,489,874, plus the retained earnings of SEK
627,408,590 carried forward from the preceding year, making a total of
SEK 1,692,898,464, be allocated as follows:

A dividend to the shareholders
of SEK 3.50 per share 220,365,547.50
To be carried forward 1,472,532,916.50

SEK 1,692,898,464.00

Malmd, Sweden, April 26, 1988

Bengt Haak
Sten Lindh Assar Ericsson Lena Ekman
Sven Johansson Lennart Johansson Carl-Olof Ternryd
Stig Herner Percy Barnevik Lars-Ove Hékansson

President

Kjell Brandstrém

Auditors’ Report for Skanska AB

We have examined the Annual Report, the consolidated financial
statements, the accounts and the management by the Board of Direc-
tors and the President during 1987, Our examination has been carried
out in accordance with generally accepted auditing practices,

Parent Company
The Annual Report has been prepared in conformity with the Swedish
Companies Act.

We recommend

that the annual meeting of shareholders adopt the income statement
and balance sheet, distribute the earnings in accordance with the pro-
posal in the Report of the Directors and discharge the members of the
Board and the President from personal responsibility for their
administration during 1987.

Group
The consolidated financial statements have been prepared in conform-
ity with the Swedish Companies Act.

We recommend that the annual meeting adopt the consolidated
income statement and balance sheet.

Danderyd, Sweden, April 28, 1988
Bo Fridman Erik Hultén

Autherized Public Accountant Authorized Public Accountant
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Data on Skanska shares

Atyear-end 1987 the market price of a Skanska share on the
Stockhaolm Stock Exchange was SEK 271. This meant that its
value had increased by SEK 24 since year-end 1986, despite
the Exchange's "Black Monday"' in October 1987, when
share prices genierally fell by 1/3. In that situation, Skanska
shares showed their strength and held their value better than
mast companies' shares in the general stock market crash.

Skanska has been on the A list” of
the Stockholm Stock Exchange since
1965. At the time of its introduction,
the Company’s capital stock was
SEK 32 M. This was raised to SEK
35.4 M in 1967 when it acquired
By%gnadsﬁrman Ohlsson & Skarne.

uring the past 20 years, Skan-
ska’s capital stock has been increased
by means of eight stock dividends
(bonus issues) and five issues of new
shares. During 1987, two issues of
new shares were approved. One was
a special issue of 885,500 Series A
shares to AB Handus, a wholly
owned subsidiary of Induvstriviarden,
which was carried out in connection
with the acquisition of Industrivir-
den’s 330,000 Series A shares in JM
Byggnads och Fastighets AB during
the spring of 1987, The other was a
special issue to employees with at
least 2.5 years of service in the
Group, which was carried out in the
fall of 1987 to mark the Company’s
100th anniversary. In April 1988, an
additional new issue of shares was
aﬁ)proved, this time 400,000 Series A
shdres issued to Tidnings AB
Marieberg in connection with the
acquisition of Marieberg’s 165,000
Series A shares and 772,000 Series B
shares in JM.

In March 1988, Skanska’s capital
stock amounted to SEK 625.6 M.
This capital stock is divided into
Series A and Series B shares. All have
a par value of SEK 10. Their voting
power differs, however. Series A
shares carry 10 votes apiece, whereas
Series B shares carry one vote apiece.
Both A and B shares are issued as
restricted and unrestricted (free)
shares. Restricted shares may not be
acquired by foreign citizens or com-
panies.

Only B shares are listed on the
Stockholm Stock Exchange. Skanska
shares are not quoted on any stock
exchange outside Sweden, There are
some variations between the prices
quoted for Skanska Series B
restricted and Skanska Series B free
shares. For natural reasons, the vol-
ume of trading in free shares is sub-
stantially Jower than trading in
restricted shares.

On April 15, 1988, the market
price of a Skanska share was SEK
350 and the Company’s total market
capitalization was about SEK 22
biflion,

Provided that the annual meeting
of shareholders approves the
dividend proposed by the Board of
Directors, the average annual growth
in dividends during the ten-year

period 1978-1987 will amount to 22
percent.

In March 1988 the total number of
shareholders in Skanska was 46,000.
In addition, some tens of thousands
of peaple are indirect shareholders
through mutual funds. During 1986
10,634,725 Skanska shares changed
hands — an average of about 42,000
shares per trading day.

Shares by categories

The largest increases in the
number of employee shareholders
have occurred as a result of special
issues of new shares to employees in
1875, 1979, 1982 and 198'}?

Today a person who tock advan-
tage of all four special issues owns a
total of 410 shares, following stock
dividends and the 5:1 split carried
out in 1984. Their marl?et value was
about SEK 138,000 as of April 1,
1988. The costs per employee have
consisted of a cash contribution of
SEK 2,060 plus taxes on the salary-
related benefit, which was about
SEK 7,900.

The largest shareholders in
Skanska

% of % of

Number voting capital

of shares power stack

Arestricted 3,503,150 35.0 5.6
Afree 665,280 6.7 11
B restricted 48,370,395 48.3 77.3
Bfree 10,022,760 10.0 16.0
Totai 62,561,585 100.0 100.0

Changes in capital stock since

Skanska’s introduction on Stock-

holm Stock Exchange in 1965

New Par valus

March 1988 % of % of
voting capital
power stock

Protorp Forvalinings AB 11.8 12.6

AB Opus 10.5 8.2

AB Handus 8.1 1.3

Skandinaviska Engkilda

Banken Pension Fund 4.7 0.7
AB Custos 4.3 1.6
Svenska Handelsbanken

Pension Fuad 4.1 0.7
AB Malmogia 3.8 0.6

Swedish National Pension
Insurance Fund,

Stock shate  of capital
dividend issue slock
Year SEK M SEK M SEK M
1965 32.0
1967 - 3.4 354
1969 2:5 4.1 - 49.5
1973 1:3 186.5 - 66.0
1975 1:3 220 1.7 89.7
1977 1.2 44.9 - 1348
1979 1:2 67.3 24 2043
1981 2:3 136.2 ~ 3405
1982 1:5 68.1 27 4113
1983 1:2 205.6 - 8169
1984 5:1split - - 616.9
1987 - 8.7 62586
Shareholdings by size
March 1988
Number of Numbes of % of all % of
shares share- share- capital
held holders  holders stock
1- 500 39,227 85.3 8.7
501~ 1,000 3,309 7.2 4.1
1,001— 2,000 1,718 3.7 4.0
2,001~ 5,000 1,089 2.4 5.4

5,001— 10,000 321 07 3.7
10,001- 20,000 169 0.3 3.7

20,001- 50,000 82 0.2 4.1
50,001-100,000 35 0.1 4.0
100,001 60 01 643
46,000 100.0 100.0

Employees’ shareholdings

Almost one out of two Group employ-
ees s a Skanska shareholder. This is
a very large proportion, compared
with many other companies listed on
the Stockholm Stock Exchange.

Fourth Fund Board 2.2 3.1
Férsdkringsbolaget SPP 1.9 3.0
Sparbankernas Aktiesparfond 1.7 2.7
Trygg Hansa Group 1.6 2.8
Skandia Group 1.6 25
White-collar employees'

consortium for

Skanska shares . 1.1
Folksam Group 1.0 1.6
Investment AB Cardo 0.9 1.4
Skandinaviska Enskilda

Banken Share Savings

Fund } 0.8 1.3
PKbanken Share

Savings Fund 0.7 1.1
WASA Group 0.6 1.0

81.4 471
Other shareholders 38.6 52.9
100.0  100.0

Changes in ownership

Between March 1987 and March
1988, AB Opus reduced its share-
holding in Sﬁ:anska from 14.2 percent
to 10.5 percent of voting power. AB
Custos acquired shares with 4.3 per-
cent of total voting power. Otherwise
only minor changes have occurred, At
year-end 1987 the employee share in-
vestment funds, which are managed
by the Swedish government, owned
1,388,772 Series B shares, which rep-
resent 1.4 percent of voting power.
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Information on AB Drott

In 1988 and 1989 Skanska is produc-
ing about SEK 1 billion wortE of real
estate for its own account per year.
The sale of completed properties is a
natural element of the Group’s opera-
tions.

During 1987 part of the Group’s
real estate holdings in Skane, were
sold by Fastighets AB Sulcus to
another whoﬁy owned Skanska sub-
sidiary, AB Drott,

In February 1988 Skanska’s Board
of Directors approved a proposal to
the effect
® that ownership in Drott should be
broadened by means of a new share
issue partly aimed at Protorp For-
valtnings AB and Investment AB
Oresund, as well as for Sulcus while
awaiting sale of these shares to an
outside buyer,

@ that Drott should raise a convertible
debenture loan, with the sharehold-
ers enjoying a priority right of sub-
scription,

® and that certain employees of the
Skanska Group should be allowed to
take over Skanska’s priority right of
subscription for the convertible
‘debenture loan.

The matter will be submitted to
Skanska’s annual meeting on June 1,
1988 for the approval oft%e share-
holders.

The establishment of Drott creates
areal estate company in Skéne with
strong regional roots. This will help
gencrate new business opportunities

or Drott and create the prerequisites
for active and efficient property man-
agement. The new issue of shares is
Bart of a plan for the expansion of
rott which will be advantageous for

Skanska, being the company’s largest
owner, and for Drott itself.

Drott’s real estate holdings have
been appraised by Ljungquists Fas-
tighetsvarderingar AB. Their market
value is estimated at just over SEK 1
billion, with 1988 rental revenues
estimated at SEK 95 M. Their
acquisition cost to Drott was SEK
454 M. Total rental revenues are
evenly divided between commercial
space and residential units. Most of
the properties are located in Malmg,
Helsingborg and Lund.

For tax purposes, the real estate
holdings are current assets. This
means that Drott is entitled to yearly
depreciation and to a 10 percent
write-down. When they are sold, cap-
ital gains taxation rules do not apply.
The difference between the sales
price and the acquisition value, after
subtracting the depreciation allowed
for tax purposes, is thus subject to
taxation,

In setting the issuing price of Drott
shares, particular attention has been
Eaid to net worth, This has been

ased on the equity of the company
plus the excess value represented by
the difference between the estimated
market value of its properties and
their book value. Deferred tax of 25
percent has been deducted from the
excess value. In this way the price per
share has been fixed at SEK 601, and
this has been accepted by Protorp
and Oresund as the subscription
price.

The new issue, in which the
Skanska Group is also subscribing, is
supplying SEK 180.3 M in cash to
Drott. According to the proposal for
the convertible debenture loan, this
loan will total SEK 175 M and entitle

its holders to convert their deben-
tures into 250,000 Series B shares no
later than February 28, 1992 ata
price of SEK 700 per share. The new
share issue and the convertible
debenture loan will give Drott good
liquidity and a good equity/assets
ratio. This will create opportunities
for further expansion of its real estate
holdings.

It is proposed that Skanska
employees be allowed to take over the
Group’s priority right to subscribe for
the convertible debenture loan. The
reason is that Skanska, like man
other companies, considers it vaf’u—
able to be able to offer its employees
the opportunity to purchase convert-
ible debentures — in this case in a
subsidiary, however.

At first, Drott will be a subsidiar
of Skanska. The Skanska Group inI
hold 86 percent of the capital stock
and 78.4 percent of the voting power.
The intention is to introduce Drott on
the stock market within a few years.
In connection with this step, Skans-
ka’s share of the voting power will be
reduced to less than 50 percent. Drott
will thereby cease to be a subsidiary
of Skanska. After a brief transitional
period during 1988, Drott’s corporate
management and its property opera-
tions will be separated from
Skanska’s.

The dilution of each Skanska share
due to the special issue of new shares
and the transfer of Skanska’s priority
right to subscribe for Drott’s convert-
ible debenture loan is negligible.

The settlement date for the new
share issue will be June 30, 1988, and
the subscription period for the con-
vertible degenture loan will be in
September 1988.
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Five-year Group financial summary

Amcunts in SEK M ' 1967 1986 1985 1984 1083
Income statements Income after depreciation
Contracting operations etc, 524 —12 52 191 762
Sale of investment and development properties____ 374 161 54 25 66
Development properties -31 - - - -
Property management 411 290 230 224 171
Financial items 439 455 478 454 534
Income before extraordinary items 1,717 894 814 894 1,533
Extraorginary items 141 152 ~ 3 25 100
Income in JM before acquisition - T - - - -
Minority interest in income —136 4 5 - 8 - 38
Income before allocations and taxes 1,645 1,050 816 911 1,630
Allocations -3 18t -—-226 366 —932
Taxes =410 384 -332 247 -330
Net profit for the year 1,204 485 258 298 368
Balance sheets Bank balances 1,258 1,414 1,556 2,302 2,447
Current receivables 7530 6576 5549 5941 5,930
Inventories 413 406 404 417 547
investment and developmentproperties_______ 8,366 4,248 3,781 3,220 2,853
Shares and participations {fixedassets) = 4,016 4,040 4,127 3,041 2480
Long-term receivables 924 566 391 498 369
Ships, machinery, equipment etc 1,106 961 883 812 771
Fixed-asset properties 1,072 1,085 947 760 380
Current liabilities 6,329 4720 4,221 3,847 3,958
Uncompleted contracts {balance) 3,293 3433 3,302 3675 3,186
Long-term liabifities 6,993 4,202 3,772 3,484 3,190
Untaxed reserves 4763 4,736 4,558 4,335 3,973
Shareholders’ equity 3,307 2115 1785 1650 1,475
Total assets 24,685 19,296 17,638 16,991 15,777
Revenues 19,631 16,103 14,957 14,765 12,159
Number of employees 29,418 27,627 28,234 29,438 27,699
Financial ratios Dividend per share, SEK 3.50% 3.00 2.46 1.97 1.97
Adjusted earnings per share, SEK 16.40 7.44 5.91 739 1232
Adjusted earnings per share after
extraordinary items, SEK 19.50 g9.12 5.86 759  13.01
Return on shareholders’ equity, % 20.5 11.2 9.5 13.1 255
Return on capital employed, % 20.8 16.2 171 18.9 30.3
Equity/assets ratio, % 24.5 23.2 23.0 22,5 21.9

*) Proposed by the Board of Directors.
Dividend and adjusied earnings per sharg have been calculated on the basis of the number of shares outstanding on
December 31, 1987.
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MAJOR GROUP COMPANIES

JM Byggnads och
Fastighets AB

Late in May 1987, JM Byggnads och Fastighets AB became a
partly owned subsidiary of Skanska. After acquiring the JM
shares held by Tidnings AB Marieberg in April 1988, Skanska’

now holds 64.6 percent of the capital stock and 62.3 percent
of the voting power. JM is engaged in both construction and

property management in virtually all parts of Sweden, with an
emphasis on Greater Stockholm and central and western

Sweden.

ceased and operations focused on
construction management through a
newly established half-owned com-
pany, Prosjektgaranti A/S. Produc-
tion in the United States was cut
back. In Portugal, efforts focused on
the planning of the Estoril project,
with ground-breaking scheduled for
early 1n 1988.

AB Boritt, in which JM is the
nézg'ority owner, expanded rapidly in
1

Sven Larsson

President 7. This company builds residen-
- tial properties for cooperative hous-
SEKM 1987 1986 jng associations throughout Sweden.
Revenues 2668 2,157 By putting savings into the mutual
Order bookings 3278 2350 fund knownas JM/Handelsbankens
TR ST 150 Sparbofond, older people can qualify
feier tacuiog; Decidi ' ' for dwellings in newly constructed
Employees residential units operated by
(full-time equivalent) 3086 2826 cooperative housing associations.

During 1987, such residential proj-
ects were completed in the Stockholm
suburb of Tdby and in central
Uppsala.

Income from construction operations
during 1987 was not satisfactory, due
among other things to a few large
lossmaking projects. But because of a
continued favorable trend in real
estate operations and one large real
estate transaction, income more than
doubled to SEK 250 M. JM’s reve-
nues rose by more than SEK 500 M
to SEK 2,668 M. Order bookings and
year-end order backlog were both
nearly SEK 1 billion higher than in
1986. Three fourths of the year-end
order backlog consisted of residential
properties. Tghe company had an
equity/assets ratio of 18 percent.

At the end of 1987, JM carried out
a major property transaction that
strongly affected its income for the

ear. It exchanged an office complex
in the Stockholm suburb of Solna for
four well-located properties with

ood potential for added value in

tockholm, Solna and Linkoping.
This transaction increased JM’s visi-
ble annual income by more than SEK
150 M.

During 1987, production in JM’s
construction operations rose in cur-
rent prices by 16 percent to SEK
2,371 M. Of this production, residen-
tial properties accounted for 56 per-
cent, industrial and civil engineering
work for 19 percent and other build-
ing construction for 25 percent.
Although the margins on new orders
improved somewhat, JM did not ful-
fill the profitability targets that had
been established. Income from con-
struction work including net financial
items was SEK 19 M in 1987, against
SEK 16 M the preceding year.

. Operations outside Sweden were
limited, accounting for 2 percent of
production. In Norway, production - l e

The market value of JM’s invest-
ment properties rose markedly dur-
ing 1987. Changes in the company’s
real estate holdings occurred both
through construction for its own
account — an investment of SEK 311
M — and through the above-men-
tioned exchange agreement. At year-
end, JM was constructing properties
with a total production cost of more
than SEK 500 M for its own account,

mostly office and retailing space in
good locations.

The year-end book value of JM’s
real estate was SEK 1,797 M. Its esti-
mated market value is more than
twice as high. The increase in the
value of the company’s property
holdings was strongest in the Stock-
holm region, but the industrial ?rop-
erties belonging to JM Industritas-
tigheter in the Malmo region also
climbed in value.

Total rentable space was 484,000
m? (over 5,200,000 sq ft) at the close
of 1987. The occupancy level
remained very good. Rental revenues
amounted to SEK 274 M. Greater
Stockholm accounted for 70 percent
of these revenues.

Construction projects that were
completed forSM'ls own account
during 1987 included office space in
Danderyd and in Sollentuna (both
suburbs of Stockholm), and offices in
central Gévle. JM also completed
two apartment houses in Stockholm
as part of plans for higher housing
density and urban renewal.

Current construction for JM’s own
account includes office and commer-
cial properties in downtown Stock-
holm. JM is also constructing office

buildings in downtown Gothenburg
and in Uppsala,

JM renovated a 17th century building on Kornhamnstorg square in Stockholm's Old Town for

its own account.
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MAJOR GROUP COMPANIES

Skanska Prefab Stabilator

SEKM 1987 1986 SEKM 1987 1986
Revenues® 747 640 Revenues*) 386 313
Employees Emplgyees .

(full-time equivalent) 1,053 1,003 (full-time equivalent) 499 467

President: Bertil Kjellin

*}Including intra-Group sales

Skanska Prefab sells, manufactures and assembles
prefabricated concrete products for buildings and
round installations. Production takes place at some 15
actories throughout Sweden. The firm operates on a com-
mission basis for the Parent Company.

Products for buildings include geams, columns, wall ele-
ments, cellular floors, stairways, garbage chutes and roof-
ing tiles. They are made at seven factories in all parts
Sweden.

During 1987, major deliveries of building elements went
to stage I of the new Volvo car factory in Uddevalla, to the
Nacka Forum shopping complex near Stockholm, to a fac-
tory building for tge forest product company Nymélla, to a
mixing plant for rubber and plastics manufacturer Gis-
laved and to Teli’s printed circuit board factory in Timra.

Products for ground installations are manufactured at
ten different factories. They make piping for fresh and
waste water lines, electric power anc{J pumping stations,
tunnels, supporting walls, curbstones, paving blocks,
bridges ancFl) Eomb shelters.

During 1987, major deliveries included ground installa-
tion products for a county hospital in Vanersborg, 6 km
(nearly 4 mi) of platform edges for the Swedish National
Railways, paving blocks for a Lulea city park, waste water
piping for the Ostra Leden highway project in Skovde and
fresh water piping for the Sydvatten water company’s Staf-
fanstorp-Lund pipeline.

Capacity utilization was high at all factories. Around
the end of 1987, several of them installed CAD equipment
for production of design drawings.

Skanska Prefab carried out an ambitious training
program.

Skanska Prefab planned, designed, manufactured and assembled Luna
AB's new office building in Alingsas.

*) Including intra-Group sales

President: Bjérn Emt

Stabilator had a successful year in 1987. A specialistin
foundation and reinforcement engineering, Stabilator
operates on a commission basis for the Parent Company.
Its operations in Sweden increased by 20 Fercent. Earn-
ings are satisfactory. To market its specialties better and to
improve its service throughout the country, Stabilator
changed its organizational structure during the year.

Quality is a governing concept for all Stabilator employ-
ces. The company took steps to improve its quality assur-
ance systems. All white-collar employees received further
training in management, information and communica-
fions.

In 1987 Stabilator performed more than 2,500 assign-
ments. They varied in size from a few thousand kronor to
SEK 40 M. Major jobs included grouting and shotcreting
at a power station, reinforcement of building foundations
near a rail tunnel being built in Helsingborg, repair and
reinforcement of the A%né Bridge in Sundsvall, repair of
residential balconies and facades and renovation of piping
at a forest product company’s factory area.

Operations abroad fell to 20 percent of revenues. During
1987 China remained Stabilator’s largest foreign customer
for machinery and technology transfer. The company
gained major new customers in Great Britain and Por-
tugal.

gIn 1987 Stabilator took over Svenska Rivteknik AB, a
nationwide firm specializing in demolition work, founda-
tion engineering, mndustrial redevelopment and repair,
conversion and extension work. Its annual revenues are
about SEK 90 M. Stabilator’s subsidiary Internordisk
Spannarmering has done prestressing assignments for
many years on Norwegian oil drilling platiorms through a
joint venture company.

In Stockholm, Stabilator reinforced the foundation of Berns Salonger,
also laying a foundation for an extension to this mid-19th century
restaurant and conference building.



Ohlsson & Skarne Industriventilation
SEKM 1987 1986 SEKM 1987 1986
Revenues 825 634 Revenues 339 341
Employees Employees

(full-time equivalent) 790 747 (full-time equivalent) 367 366

President: Per-Arne Lindgvist

Ohlsson & Skarne is one of Skanska’s largest operat-
ing companies. In principle it works only in the Stock-
holm area, where it erects residential, office, commercial
and industrial buildings — mainly employing concrete
elements — and carries out conversion and repair jobs.
Operations continued to expand in 1987. The work load at
the company’s own element factory in Mérsta was good.

Construction of a hotel on a new platform directly above
the Séderleden highway at Slussen 1n central Stockholm
began during 1987. The hotel will be completed in 1988 for
occupation in January 1989. The upgrading of the Solna
Centrum shopping center continued. So did work on a
design-construct contract for about 400 apartments in the
Agnesberg area of Solna. The renovation of the suburban
Haninge Centrum shopping center and office complex
continued. In Haninge, Swedish Telecom (Televerket)
placed one of Europe’s largest computer centers in opera-
tion during 1987. During the year, tenants also moved in
stages into a major conversion and extension project being
completed by Ohlsson & Skarne in-downtown Stockholm.

Tge work load at Ohlsson & Skarne was extremely high
in 1987, and all production groups were under heavy
strain. The high level of construction work in the Stock-
holm region occasionally caused problems.

CAD routines for the production planning programs
that Ohlsson & Skarne uses in the manufacture of concrete
elements were updated, and the company bought its own
computer system.

In order to increase employee knowledge and strength-
en the company’s competitiveness, a number of training
projects were started.

L

Stage | of Jarlaberg in suburban Nacka with 530 apartments will be
completed in 1988. Construction of 750 units in stage |l was started.

President: Per Wickman

Industriventilation (IV) develops, produces, delivers
and maintains systems designed to give real estate own-
ers and tenants a good indoor climate in an optimal
fashion.

The company, which has been part of the Skanska
Group since 1981, has offices in 25 locations around Swe-
den and has a well-developed organization for contracting,
product sales and after-sales service. In Vixj6 and Kalmar
it manufactures products and systems such as the Heat-
bank tubular heat exchanger, exhaust air and coolant heat
pumps, fans and the ISAC energy storage system.

I'V works continuously to devise new products and sys-
tems through R&D work and by being attentive to market
requirements. It can offer three different package solutions
for residences: FVP-Split, FVP-Compact and the FTX
system. The aim of I\/es systems development is to take
advantage of natural laws and achieve low maintenance
costs by using simple functional solutions. IV’s after-sales
service organization has the overall expertise to provide
well-managed, carefully devised maintenance programs.

Among the projects I{/ implemented in 1987 was a
large-scale renovation task at the KabiVitrum phar-
maceutical company in Stockholm. Current projects
include assignments for the Lilla Bommen office complex
in Gothenburg. IV is ordering and mana%ing the installa-
tion of the heating, water, sanitation, cooling and electrical
systems at Skanska’s Docklands project in London — a
contract worth about SEK 330 I\E T!hﬂ actual installation
work will be performed by British firms.

During 1988 IV will intensify its marketing and infor-
mational efforts, personnel training and profuct and sys-
tems development.

IV's information center in Vixjo is a new feature of the company's
marketing efforts. Some 1,100 people visited the center in 1987.
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MAJOR GROUP COMPANIES

Engdahl Stalteknik

The Myresjé group

SEKM 1987 1986

Revenues 121 92

Employees

(full-time equivalent) 168 148 y

President: Leif Stridh

Engdahl Stilteknik AB, Skanska’s specialized com-
Ranéin the steel building field, changed its name from
B Olle Engdahls Plat & Smide in 1987.

The company has experienced strong growth in recent
years. It has changed from a conventional sheet metal and
forging firm into a company specializing in technologically
advanced sole contractor assignments in the steel building
field, including the manufacture and installation of fagades
and roofs.

During 1987 Engdahl has built up its own planning
resources to be able to offer complete design-construct
packages. One aspect of this development is systems that
combine steel and concrete or steel, aluminum and glass in
the same structure — the company’s Mobi and Glashyg-
garna Systems. Engdahl is the leading company in Sweden
for supplying complete frames and cladding for office
buildings, shopping centers and industrial structures.

Examples o?ongoing rojects:

@ A complete frame w:tE beams and a glass fagade for
Skanska’s 22-story office building in Gothenburg.

@ The glass superstructure for Solna Centrum, including
the steel frame, aluminum/glass structure and auxiliary
equipment.

@ A complete frame, including trolley runways, facades and
sheet metal roof and insulation for a new molding hall at
Volvo’s Olofstrém Works.

The company works mainly in major cities and at large
industrial complexes in Sweden, but it also does assign-
ments abroad. Its offices and workshops are located in
Kalmar and Malmo.

Engdahl built the glass superstructure for Solna Centrum shopping
center and supplied the steel frame and auxiliary equipment,

SEKM 1987 1986
Revenues 798 650
Employees

(full-time equivalent) 970 898

President: Ants Suurkuusk

All production companies in the Myresjo group work
in tll:e building material industry. Aside from Myresjo-
hus AB (ready-to-assemble wooden houses), the group
includes Myresjofonster AB (windows etc.), Combiglas
AB (insulating panes) and Myresjdkok AB (kitchens). The
Farent company is Myresjo AB, based in Myresjo, Sma-
and Province.

During 1987 the Myresjo group acquired the remaining
40 percent of the Dutch company Linnea BV in Schagen,
in which it had held a majority stake since 1986. Its pro-
duction consists of wooden curtain walls incorporating
carpentry work from the group’s two window Eictories.

he Myresjo group showed very favorable growth in
1987. As construction increased, the volume of deliveries
from all the companies in the group climbed, resulting in
high capacity utilization.

he group’s invoiced sales were 23 percent higher than
in 1986. At the same time, income before allocations and
taxes nearly doubled from SEK 41 M to SEK 80 M.
Exports accounted for SEK 50 M of revenues.

gapital expenditures in 1987 totaled about SEK 30 M,
which was completely consistent with the group’s invest-
ment plan. The purpose of capital spending in recent years
has been to adapt the Myresjo group’s production to a
changing order structure and to respond to customer
demands for greater flexibility and short delivery times.

One large, decisive technical step is that computer tech-
nology can now be used throughout the manufacturin
process itself, not just for design work. Today Myresjohus
1s regarded as the clear leader in the GAD/CAMyﬁcld
within Sweden’s ready-to-assemble single family home
industry,

This two-story house, containing four apartments, was one of Myresjé's
three demonstration buildings at the Bo 87 housing exhibition in Ume4.



SektionsByggarna

Forestry and sawmill companies

SEKM 1987 1986
Revenues 126 121
Employees

(full-time equivalent) 143 139

President: Sixten Wallin

The operations of SektionsByggarna are permeated
by three concepts: design-construct contracts, speed,
quality. As a result, the company has a large group of
repeat customers.

SektionsByggarna has been part of the Skanska Group
since 1980. It plans and constructs office, hotel, health
care, social welfare and school buildings in sections. These
are manufactured at its factory in Anneberg outside
Nissjo. This type of construction entails major savings in
time compared with other building methods, because the
foundation and the superstructure can be built simulta-
neously. It also means that most of the construction and
installation work takes place at the factory under continu-
ous supervision,

During 1987 ScktionsByggarna divided up its marketing
and planning units into two parts: one for permanent
buildings which are sold umﬁ:r the SektionsByggarna
name and the other for temporary, movable buildings
under the Flexator name.

Development of permanent buildings is characterized
by an effort to achieve a suitable combination of good
architecture and the economic advantages of the construc-
tion method.

The market for movable buildings increased strongly
during 1987. Most are rented out, either for long or short
periods.

T_he conference hotel next to Engsholm Manor at Mérkd, near Sader-
tdlje, is a high-quality permanent building.

SEKM 1987 1986
Revenues 183 175
Employees

(full-time equivalent) 2056 216

President: Mauritz Bom

This group consists of four forestry companies and a
sawmill in_southern Sweden: Boxholms Skogar, Bark &
Warburg, Ormo Skogar, Gusum Skogar and Boxholms
Sag. They all operate independently, but they have a joint
management. Together they own 53,000 hectares (over
137,000 acres) of land, making Skanska one of southern
Sweden’s largest timberland owners.

In 1987 the group reported 60 percent higher income,
due mainly to %igher raw material prices and greater effi-
ciency.

Demand and prices for forest products were stable dur-
ing the year. Felling, which is highly mechanized, was
unchanged at 185,000 m®,

Boxholms Ség has an annual capacity of 100,000 m® of
sawn timber. The first half of 1987 was characterized by
continued weak demand and a low price level for sawn
timber. A restructuring of the Swedish sawmill industry
was among factors that improved demand during the lat-
ter part of 1987, however. Boxholms Ség placed a chamber
dryer in service during the year to dry wood for use in
carpentry.

F{) new finishing department — an investment of about
SEK 20 M — will go into use during 1988. In 1987
Boxholms Sig exported SEK 78 l\ﬁworth of products. Its
largest export markets are Great Britain and West
Germany.

j - U & %)
Boxholms Sag has an annual capacity of 100,000 m® of sawn timber.
More than a million logs are sawn each year.
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Board of Directors

Sten Lindh Assar Ericsson Bengt Haak Lena Ekman

Bengt Haak E=
StocE}wIm, born 1925. Chairman. =1

Elected to the Board in 1971. Presi-
dent of Skanska AB, 1977-81. Group
Chief Executive, 1981-83. Chairman
of the Board since 1983. Holdings in
Skanska AB: 5 Series B shares.

Sten Lindh

London, born 1922,

Elected to the Board in 1969. Former
Ambassador. Holdings in Skanska
AB: 161 Series B shares.

Assar Ericsson

Kyrkhult, born 1932.

Elected to the Board in 1973. Con-

crete worker, employee representa-
tive (Swedish Trade Union Confed- — ; '

eration, LO). Holdings in Skanska Sven_Johansson Lennart_fohansson

AB: 180 Series B shares.

Lena Ekman Sven Johansson

Liding6, born 1931. Lund, born 1923.

Elected to the Board in 1979, Elected to the Board in 1979. Profes-
Judge, Stockholm District Court, : sor of nuclear physics, Lund Institute

of Technology.

Lennart Johansson

Gothenburg, born 1921. Elected to
the Board in 1982. Dr. Eng., Chair-
man of AB SKF,



Stig Herner Carl-Olof Ternryd  Kjell Brandstrom Lars-Quve Hdkansson Percy Barnevik

7

ey

"

Carl-Olof Ternryd

Stockholm, born 1928,

Elected to the Board in 1982. Dr.
Eng., Director General of the Swed-
ish Defense Materiel Administration.

Stig Herner

Gothenburg, born 1932,

Elected to the Board in 1985.
Engineer, employee representative
(Federation of Salaried Employees in
Industry and Services, PTK). Hold-
ings in Skanska AB: 2,750 Series B
shares.

Lars-Ove Hakansson

Djursholm, born 1937.

E]]cctcd to the Board in 1985. Presi-
dent of Skanska AB since 1986. Presi-

e
Christer Olausson

dent and Group Chief Executive Ulf Andersson
since 1987. Holdings in Skanska AB:
2,720 shares, incluging 2,320 Series B.
Perey Barmevii Deputy Board Members Auditors
Zurich, born 1941, Christer Olausson Bo Fridman
Elected to the Board in 1986. Presi- Karlshamn, born 1938. Stockholm.
dent and Chief Executive Officer of Elected as Deputy Board Memberin  Authorized Public Accountant
ABB Asea Brown Boveri Ltd. 1973. Cagjenter, employee represen-
tative (LO). Erilt Hultén
Kjell Brindstrom Malms.
Danderyd, born 1931. Ulf Andersson Authorized Public Accountant
Elected to the Board in 1987. Presi- Tiby, born 1929.
dent of AB Industrivirden. Elected as Deputy Board Memberin  Deputy Auditors
1987. Office worker, employee rep Bevnluid Ot

resentative (PTK). Holdings in

; : : Stockholm.,
?gg%scl;?e?g: 200 shares, including Authorized Public Accountant

Mats Goransson

Malmao.
Authorized Public Accountant
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Group Management and business segments

Ove Hakansson

Géran Lidstrom

President and Group Chief Executive
Lars-Ove Hakansson

Executive Vice President and Deputy to the
President
Goran Lidstrom

Senior Vice Presidents

Gunnar Carleson, economy and finance
Hakan Carlsson, Group legal matters
Curt Hunhammar, technology
Lennart Larsson, industrial companies
Olle Lindberg, personnel

Since 1986 Skanska’s operations have been
divided into six business segments:

Swedish contracting operations,
divided into six regional districts and
a number of contracting subsidiaries.

Industrial companies and other
specialized firms that supplement
Swedish contracting operations,
among them the Myresj6 group,
SektionsByggarna and the forestry
companies.

International contracting opera-
tions, administered on a project basis
through two internationardivisions
in Sweden, supplemented by about
10 subsidiaries abroad — C G Jensen
A/S, Denmark; Skanska A/S, Nor-
way; Skanska Baugesellschaft mbH,
West Germany; Marion SA and
Sepco SA, France; etc.

Operations in North America,
through such companies as the sub-
sidiary Skanska (U.S.A.) Inc. and
the associated company Karl Koch
Erecting Co. Inc.

Lennart Larsson

Hakan Carlsson

C

Gunnar Carleson

Olle Lindberg

Curt Hunhammar

Real estate operations, through a
number of subsidiaries such as Sul-
cus, Betongblandaren, Milarhus and
Vellonia, which are administered by
three regional departments, the
development property department in
Stockholm and the international real
estate department. Skanska Fastig-
hetsservice, a subsidiary, handles
maintenance.

Financial operations mainly
involve money market investments
and the management of the Parent
Company’s long-term stock portfolio.
Short-term investments are handled
by the subsidiary Férvaltnings AB
Albus.



Managers of business segments

Swedish contracting operations

Sven-Fric Hersvall
Seuthern region

Tommy Sernelin
Southeastern region

Per Westlund
Gothenburg region
Bert Lilja
Stockholm region

Gaoran Larsson
Central Sweden region

Lennart Dalcke
Norrland region

International contracting
operations
ats Dahlbom

Rezl estate operations in Sweden
Bo G Boestad

Financial operations
Gunnar Carleson

Presidents of major subsidiaries

Sven Larsson
JM Bygenads och Fastighets AB

Bertil Kjellin
Skanska Prefab AB

Per-Arne Lindqvist
Ohlsson & Skarne AB

Bjérn Emt
Stabilator AB

Per Wickman
Industriventilation group

Leif Stridh
Engdahl Stdlteknik AB

Ants Suurkuusk
Myresis group
Sixten Wallin
SektionsByggarna AB

Mauritz Bom
Forestry and sawomill companies

Lennart Pajnert
C G Jensen A/S, Denmark

Per Kristian Olsen
Skanska A/S, Norway

Manfred Vierin
Skanska Baugeselt%cha 1ft mbH,
West Germany

Goran Wallberg
Marion SA and Sepco SA, France

Other members of Group management

Walter Bengtsson

Manager, international real estate;
Assistant Manager, real estate operations
in Sweden

Olle Bidnnmark

Marketing Manager, international con-
tracting operations

Axel Samuelsson

Production deuelofment and special proj-
ecls, infernational confracting operations

Per-Gunnar Svensson
Assistant Manager, Stockholm region

Skanska AB

Headquarters

Mailing address: 5-182 25 Danderyd
Street address: Vendeviigen 89
Telephone: +46-8-753 80 00

Fax: +46-8-75571 26

International Divisions, Offices

Stockholm

Matling address:

8-182 25 Danderyd

Street address: Vendevigen 89
Telephone: +46-8-753 86 00
Fax; +46-8-755 71 26

Gothenburg

Mailing address:

Box 7030, §-402 31 Gothenburg
Street address: Forsta Linggatan 26
Telephone: -+46-31-85 40 00

Fax: +46-31-24 3763

Malmo

Mailing address: 5-211 02 Malmé
Street address: Nordenskildsgatan 4
Telephone: +46-40-14 4000

Fax: +46-40-1143 03

Major Swedish subsidiaries

JM Byggnads och Fastighets AB
Box 27319, 8-102 54 Stockholm
Telephone: +46-8-782 87 00

Fax: +46-8-660 02 97

Skanska Prefab AB

S-211 02 Malmb
Telephone: +46-40-14 40 00
Fax: +46-40-97 71 |5

Ohlsson & Skarne AB

Box 5810, 8-102 48 Stockholm
Telephone: +46-8-665 15 00
Fax: +46-8-661 33 84

Stabilator AB

5-182 25 Danderyd
Telephone: +46-8-753 02 40
Fax: +46-8-753 47 90

Industriventilation
Box 4006, 8350 04 Viixjo
Telephone: +46-470-260 65

Fax: +46-470-268 65

Engdzhl Stalteknik AB
Box 803, §-391 28 Kalmar
Telephone: +46-480-220 60
Fax: +46-480-241 33

Myresj6 AB

Box 1001, 5-574 01 Vetlanda
Telephone: +46-383-911 00
Fax: +46-383-914 40

SektionsByggarna AB

Box 1001, S-570 23 Anneberg
Telephone: +46-380-502 10
Fax: +46-380-306 07

Major foreign subsidiaries

CG Jensen A/S

Baltorpvej 158, 2750 Balierup, Denmark
Telephone: +45-2-68 17 00

Fax: +45-2-68 12 0}

Skanska A/S

Postboks 43, 1414 Trollisen, Norway
Telephone: +47-2-80 77 50

Fax: +47-2-80 79 63

Skanska Baugesellschaft mbH
Alsterufer 34, 2000 Hamburg 36,
West Germany

Telephone: +49-40-44 78 74
Fax: +49-40-45 4853

Marion SA and Sepco SA

133, rue du Chevaleret, 75013 Paris,
France

Telephone: +33-1-458 442 50

Fax: +33-1-458 517 32

Skanska (U.8.A.) Inc.

73 Arch Street, Greenwhich, CT 06830,
United States

Telephone: +1-203-869 17 60

Fax: +1-203-860 22 87

Additional copies of this Annual Report can be ordered from Marketing Communications, Skanska AB, 8-182 25 Danderyd.

Produced by Solberg AB/Translated by Victor Kayfetz, SCAN EDIT/
Printed in Sweden, Stellan Stai tryck 1988
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